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Cash discount is allowed to customers by the
business to encourage:

A Cash Payments

B Bulk buying

C Prompt payments

D Payments on due dates
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Cash discount is an incentive given to the customers, so

they pay on time and cash flow remains stable for the
business.

A credit balance of $100 in the Cash Account shows
that:

A There were $100 cash in hand.

B Cash has been over spent by $100.

C $100 was the total of cash paid out.

D The accountant has made an error.
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Cash account can never have a credit balance as you
can only spend what you have and not more.

X buys $960 worth of goods on credit from Y and
makes payments 7 days later. He is allowed discount
of 5%. What entries must be made in X's books
to record this payment?

Debit Credit
A Cash $912 Y $912
B Cash $912 and
discount allowed $48 Y $960
C Y $912 Cash $912
D Y $960 Cash $912 and
discount received $48
B N S

$960 x 5% = $48 (discount received). $912 is paid to
creditor. The creditor will decrease by $960 and will be
Or. Cash will decrease by $912 and will be Cr and as
discount received is an income, it will be Cr by $48.

Which document does the firm use to record the
goods sold on credit?

A Debit note

B Purchase invoice

C Sales invoice

D Customer's Statement
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- Debit note is for goods returned by us, purchases invoice
is for goods bought and customer’s statement is his account
of how much he owes us.

. Goods sold by X to Y on credit of $610. When
invoice was prepared and issue to Y, X put $690
wrongly. Which of the additional documents will be
sent by X to Y?

A Sales Invoice

B Debit Note

C Credit Note

D Statement of Account
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Credit note is issued by the seller to the debtor for recording
retums, allowances and errors made in the invoices. It
is so called because the customers account will be credited
to show the reduction in the amount he owes.

Total sales of $2800 have been debited to the Sales
Account. What is the effect of this on the Sales
Account balance?

A Overstated by $2800.
B Overstated by $5600.
C Understated by $2800.
D Understated by $5600.

Whenever the amount is recorded on the wrong side of
the account, the effect is doubled.

X sold goods to Y on credit for $750 and has sent
an invoice to Y of $570. Now to adjust the amount
due from Y, which document will be sent by X to
X7

A An amended invoice

B Debit note:

C Credit note

D Statement of Account
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Debit note is a source document sent by the seller to the
customer informing him that his account has been debited.




