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	CREDIT TRANSACTIONS

CREDITORS’ ALLOWANCES


	WORKSHEET 1


Just as debtors return goods to us, we also have the option to return goods to a

creditor that are unsatisfactory.
	SOURCE DOCUMENTS


When we return goods (or request an allowance for an overcharge) we will send them back together with a debit note.  (This is normally printed in black).  Once our supplier (creditor) approves the return they will issue a credit note (normally printed in red).

	LEOPARD WHOLESALERS          No. 41
DEBIT NOTE
To:



            29 July 2011

 LION Manufacturers 

18 Den Drive
 Veld Ridge

	Quantity

20

	Description

Cellphones
Packaging damaged
	Unit price

R527,00


	Total

10 540,00



	              SubTotal

              Less 10% trade discount                                               

E & O.E.                                          TOTAL
	R10 540,00 
1 054,00

	
	R8 486,00


Once we have returned the goods together with a 
debit note, we then make an entry in the Creditor’s
 allowance journal.  Once we have 
posted the entries to the General Ledger 
and the Creditor’s Ledger, it will mean that the amount 
we owe creditors will be reduced.
	CREDITORS’ ALLOWANCE JOURNAL 


	EXAMPLE


REQUIRED
Use the transactions to enter into the Creditors’ Allowance Journal of Zizi Traders.
Post to the General Ledger
Post to the Creditors ledger

INFORMATION
Debit notes issued for May 2011
	No
	Date
	To whom issued
	Reason
	Amount

	23
	02
	Nqidi Traders
	Return of packing material  not ordered
	R79

	24
	07
	Didi Traders
	Omission of 15% trade discount on invoice 
	R3 200

	25
	12
	ABC Traders
	Damaged goods
	R1 700


ANSWER
CREDITORS ALLOWANCE JOURNAL OF ZIZI TRADERS
	Doc
	Day
	Creditor
	fol
	Creditors

Control
	Trading

stock
	Packing material
	Sundry accounts

	23
	2
	Nqidi Traders
	
	79
	
	79
	
	

	24
	7
	Didi Traders
	
	480
	480
	
	
	

	25
	12
	ABC Traders
	
	1 700
	1 700
	
	
	

	
	
	
	
	2 269
	2 180
	79
	
	



	
	Debit

Creditors control
	
	Credit 

All other accounts


Posting to the GENERAL LEDGER
GENERAL LEDGER OF ZIZI TRADER
CREDITORS CONTROL

	May
	31
	Total allowances
	
	2 269
	May
	1
	Balance
	b/d
	17 880

	
	
	
	
	
	
	
	
	
	


                                                                  TRADING STOCK

	May
	1
	Balance
	b/d
	24 000
	
	
	
	
	

	
	31
	Creditor’s control
	
	2 180
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


                                                                     PACKING MATERIAL

	May
	1
	Balance
	b/d
	3 000
	
	
	
	
	

	
	31
	Creditor’s control
	
	79
	
	
	
	
	


Posting to the CREDITORS LEDGER
CREDITORS LEDGER OF ZIZI TRADERS
ABC TRADERS                                                           CI
	Date 
	Details 
	Fol 
	Debit 
	Credit
	Balance 

	May 
	1
	Account rendered
	
	
	
	2 000 Cr

	
	12
	Debit note 25
	
	1 700
	
	300 Cr


DIDI TRADERS                                                          C2
	Date 
	Details 
	Fol 
	Debit 
	Credit
	Balance 

	May 
	1
	Account rendered 
	
	
	
	 2 000 Cr

	
	7
	Debit note 24
	
	480
	
	1  520 Cr


NQIDI TRADERS                                                          C3
	Date 
	Details 
	Fol 
	Debit 
	Credit
	Balance 

	May 
	1
	Account rendered
	
	
	
	2 000 Cr

	
	2
	Debit note 23
	
	79
	
	1 921 Cr



REQUIRED:

Enter the following transactions into the Creditor’s Allowance journal

Post to the General Ledger 

Post to the Creditor’s Ledger.
INFORMATION
The information below applies to Right Way Wholesalers.

The balances on 1 Nov 2011 are as follows:

	Equipment
	R47 000

	Creditor’s Control
	49 300

	
L. Radebe
	13 200

	
G. Skosana
	14 500

	
C. McCarthy

	9 500

	     S. Pienaar
	12 100

	Trading stock
	52 700

	Stationery
	14 300

	Packing material
	12 300


Transaction
	1.
	We returned damaged goods to G. Skosana, R1 780.  Debit note 87.

	4.
	We discovered that we had been overcharged for stationery bought from C. McCarthy.  Sent a debit note for R625. 

	8.
	We returned Packing material to the value of R800 to S. Pienaar. The packing material was not as ordered.

	10.
	Equipment purchased from L. Radebe was faulty.  We returned it together with a Debit note for R4 700.

	15.
	Packing material, to the value of R820, bought from G. Skosana was damaged.  We returned it with a Debit note.

	20.
	We had bought Trading stock from S. Pienaar.  He sent us a credit note for R360 for trade discount that had not been given to us. 


ANSWER
CREDITORS ALLOWANCE JOURNAL OF RIGHT WAY WHOLESALERS.
	Doc
	Day
	Creditor
	fo
	Creditors

Control
	Trading

stock
	Packing material
	Sundry accounts

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	


GENERAL LEDGER OF RIGHT WAY WHOLESALERS
EQUIPMENT
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


CREDITORS CONTROL

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


TRADING STOCK

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


PACKING MATERIAL

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


STATIONERY
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


CREDITORS LEDGER OF RIGHT WAY WHOLESALERS
 L. RADEBE                                                           CI
	Date
	Details 
	Fol 
	Debit 
	Credit 
	Balance 

	
	
	
	
	
	
	

	
	
	
	
	
	
	


G. SKOSANA                                                          C2
	Date
	Details 
	Fol 
	Debit 
	Credit 
	Balance 

	
	
	
	
	
	
	

	
	
	
	
	
	
	


C. McCARTHY                                                          C3
	Date
	Details 
	Fol 
	Debit 
	Credit 
	Balance 

	
	
	
	
	
	
	

	
	
	
	
	
	
	


S. PIENAAR                                                          C4
	Date
	Details 
	Fol 
	Debit 
	Credit 
	Balance 

	
	
	
	
	
	
	

	
	
	
	
	
	
	



REQUIRED:

You are provided with the Creditors Control in the General ledger of Zizi Traders.

Answer the questions that follow:-

GENERAL LEDGER
	CREDITORS CONTROL

	2011
Mar  
	31
	Discount

received
	CPJ
	500
	2011
Mar  
	1
	Balance 
	b/d
	5 500

	
	31
	Bank 
	CPJ
	20 000
	
	31
	B
	CJ
	30 000

	
	
	    A
	CAJ
	1 000
	
	
	
	
	

	
	
	Balance 
	c/d
	14 000
	
	
	
	
	

	
	
	
	
	35 500
	
	
	
	
	35 500

	
	
	
	
	
	2011
Apr   
	1
	Balance 
	b/d
	14 000


QUESTIONS
1   Provide the detail for entries A and B
	A       



	B       



2.   What does the amount of R20 000 on the debit side represent?
	Amounts paid to creditors


3   Name the source document and the supporting document for the transaction of R1 000 
     on the debit side of the account.
	Source document:



	Supporting document





Draw up a creditors list from the Creditors Ledger of ACTIVITY 1
CREDITORS LIST

	
	

	
	

	
	

	
	

	Creditors Control account
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	ACTIVITY 1


CREDITORS ALLOWANCE JOURNAL
	Doc
	Day
	Creditor
	fo
	Creditors

Control
	Trading

stock
	Packing material
	Sundry accounts

	87
	1
	G. Skosana
	
	1 780
	1 780
	
	
	

	88
	4
	C. McCarthy
	
	625
	
	
	625
	Stationery

	89
	8
	S. Pienaar
	
	800
	
	800
	
	

	90
	10
	L. Radebe
	
	4 700
	
	
	4 700
	Equipment

	91
	15
	G. Skosana
	
	820
	
	820
	
	

	92
	20
	S. Pienaar
	
	360
	360
	
	
	

	
	
	
	
	9 085
	2 140
	1 620
	5 325
	


GENERAL LEDGER

EQUIPMENT
	Nov
	1
	Balance
	b/d
	47 000
	Nov
	30
	Creditor’s control
	
	4 700

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


CREDITORS CONTROL

	Nov
	30
	Sundry a/c

(Total allowances)
	
	9 085
	Nov
	1
	Balance
	b/d
	49 300

	
	
	Balance
	c/d
	40 215
	
	
	
	
	

	
	
	
	
	49 300
	
	
	
	
	49 300

	
	
	
	
	
	Dec
	1
	Balance
	b/d
	40 215


TRADING STOCK

	Nov
	1
	Balance
	b/d
	52 700
	Nov
	30
	Creditor’s control
	
	2 140

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


PACKING MATERIAL

	Nov
	1
	Balance
	b/d
	12 300
	Nov
	30
	Creditor’s control
	
	1 620

	
	
	
	
	
	
	
	
	
	


STATIONERY
	Nov
	1
	Balance
	b/d
	14 300
	Nov
	30
	Creditor’s control
	
	625

	
	
	
	
	
	
	
	
	
	


CREDITORS LEDGER

 L. RADEBE                                                           CI
	Date
	Details 
	Fol 
	Debit 
	Credit 
	Balance 

	Nov 
	1
	Account rendered
	
	
	
	13 200 Cr

	
	10
	Debit note 90
	
	4 700
	
	8 500 Cr


G. SKOSANA                                                          C2
	Date
	Details 
	Fol 
	Debit 
	Credit 
	Balance 

	Nov 
	1
	Account rendered 
	
	
	
	 14 500 Cr

	
	1
	Debit note 87
	
	1 780
	
	12 720 Cr

	
	15
	Debit note 91
	
	820
	
	11 900 Cr


C. McCARTHY                                                          C3
	Date
	Details 
	Fol 
	Debit 
	Credit 
	Balance 

	Nov 
	1
	Account rendered
	
	
	
	9 500 Cr

	
	4
	Debit note 91
	
	625
	
	8 875 Cr


S. PIENAAR                                                          C4
	Date
	Details 
	Fol 
	Debit 
	Credit 
	Balance 

	Nov 
	1
	Account rendered
	
	
	
	12 100 Cr

	
	8
	Debit note 89
	
	800
	
	11 300 Cr

	
	20
	Debit note 92
	
	360
	
	10 940 Cr


	ACTIVITY 2


1   Provide the detail for entries A and B
	A    Sundry a/c (Total allowances)                     



	B    Sundry a/c (Total purchases)           




2.   What does the amount of R20 000 on the debit side represent?
	Amounts paid to creditors 


3   Name the source document and the supporting document for the transaction of 
     R1 000 on the debit side of the account.
	Source document:

Debit note

	Supporting document

Credit note


	ACTIVITY 3


CREDITORS LIST

	L. Radebe
	8 500

	G. Skosana
	11 900

	C. McCarthy
	8 875

	S. Pienaar
	10 940

	Creditors Control account
	40 215


CHALKBOARD SUMMARY


 


              SOURCE DOCUMENT


The business sends an original debit note to the creditor.  The entry in the books is made from the debit note.  The source document is the 


DUPLICATE DEBIT NOTE





  SUPPORTING DOCUMENT


When the creditor receives the original debit note, he issues a credit note that the discount has been granted


The ORIGINAL CREDIT NOTE is the supporting document





ACTIVITY 1





ACTIVITY 2





ACTIVITY  3	








Balance off the Creditors Control


account and compare the balance


with the total of the


Creditors list.





It should balance.








=





CR 


OTHER ACCOUNTS 


e.g. TRADING INVENTORY





CREDITOR’S LIST





DR 


CREDITOR’S CONTROL





GENERAL LEDGER





DR


CREDITOR’S LEDGER








CREDITOR’S ALLOWANCE JOURNAL








DEBIT NOTE ISSUED








CREDITOR’S ALLOWANCE
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