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Example:  
Required: 
Complete the Debtors journal of Merriam Nedzamba for the month of July 2011. They use a 
profit mark- up of 20% on cost. 
 
  4. Goods were sold to Adelaide Mashigo for R4 800 on credit. Issued invoice no. 57. 
  8.      Sold goods on credit for R3 600 to Phephi Vilakazi.  
12. Merchandise sold on credit to Madoda Mzangwa for R900. 
18. Issued an invoice to Nonceba Ntuta for goods delivered to him on credit, R1 200. 
 
SOLUTION 
 
Debtors journal of Prinsloo Traders – July 2011    DJ1 

Doc/no Day Debtor Fol            Sales Cost of Sales 

57 4 Adelaide Mashigo  4 800 00 4 000 00 

58 8 Phephi Vilakazi  3 600 00 3 000 00 

59 12 Madoda Mzangwa  900 00 750 00 

60 18. Nonceba Ntuta  1 200 00 1 000 00 

    10 500 00 8 750 00 

 
Explanation: 
 
Doc no – Invoice numbers in the debtors journal will follow in numerical order, the first invoice 
number is given as 57 therefore the next will be 58 and so forth. 
Remember the formula for calculating cost of sales from lesson 1. 
 
Formula: 
 
100                           Sales    
                                       Χ 
100 + mark-up             1 
 
Effect of credit sales on the accounting equation: 
 
When we sell goods on credit we do not get any money, the client who bought goods owe our 
business money. 
Someone or another business enterprise that owes money to the business is called a Debtor. 
When we sell goods we use the term Sales regardless of whether the goods were sold for cash or 
on credit.  The difference between cash and credit sales are the accounts affected. 
 When we sell goods for cash money is received therefore the accounts affected will be 
Bank and Sales. 
 
When we sell goods on credit we do not get any money therefore an account is opened called 
Debtors control. Therefore the accounts affected will be: 
 
Sales and Debtors control 
 
Sales                                  Income                   Owner’s Equity  increases                     Credited 
 
Debtors control                    an asset                  assets Increase                                      Debited 



 
 
Remember every time you sell goods your trading stock account decreases, therefore a double 
entry is made for the cost of the goods sold. 
 
The accounts affected will be: 
 
Trading stock                     an asset                           assets decrease                               Credited 
 
Cost of sales                      an expense                     Owner’s equity decreases                   Debited 
 
Example: 
 
Write the following transaction on the board: 
 
4 June 2011 sold goods on credit to W. White R590 (cost price R450). 
 
Learners identify the accounts affected. 

Answer will be: Sales and Debtors control. 
                         Cost of sales and trading stock. 
 
Ask learners about the first two accounts affected: Sales and Debtors control 
 
What is sales on the accounting equation? Answer is Owner’s equity because sales is an 
income. 
 
Does owner’s equity increase or decrease if we sell goods on credit? Answer is owner’s equity 
increases. 
 
On which side do we increase Owner’s equity? Answer is credit side. 
 
What is Debtors control on the equation? Answer is: it is an asset (current asset) 
 
Do our assets increase or decrease when we sell goods on credit? Answer is Assets increase. 
 
On which side do we increase assets? Answer is Debit side. 
 
Show learners how to use the information above to complete the accounting equation given the 
following columns: 
 

Date and 
Source document 

Subsidiary 
journal 

Account 
debited 

Account credited Effect on the 
accounting 
equation 

 A OE L 

4/June 
Duplicate credit 
invoice 

Debtors journal Debtors control Sales + + 0 

Debtors journal Cost of sales Trading stock - - 0 
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