Seventh axis: Inventories accounting (02)
Second: Accounting for purchase, production and sell
process in Industrial entity acording permanent method

The current operations carried out by Productions (or
Industrial) entities are: Purchase process, Production process
and sell process.

1-Accounting registration for purchase process in
Production entity

Purchase process in Production entity is represented in
purchasing raw materials and supplies and Purchasing other
supplies.

1-1-Purchasing raw materials and supplies

The production entity purchases raw materials and supplies
in order to convert them into products, and the accounting
treatment of the purchase of raw materials and supplies goes
through two stages if the purchase is in cash or check, and in
three stages if the purchase is on account, namely:

» First stage: Receiving raw materials purchase invoice:
it expresses the transfer of ownership of the raw materials
and supplies from the supplier to the buyer: this is done by:

Invoice Date
381 Stocked raw materials and supplies X
4456 Recoverable VAT X
401 | Stocks and services suppliers XX
(purchase Invoice no)

» Second stage : Receiving raw materials and supplies
and entering them into the warehouses.this is done by:
Date of Receiving goods
31 raw materials and supplies X
381 | Stocked raw materials and supplies X
(Raw materials and supplies receipt)

» Third stage: Stock suppliers payment. this is done by
Date of payment

Stocks and services suppliers X
Bank X
(Check no ...)

401
512

1-2-Purchasing other supplies

The production entity purchases other supplies represented
in the materials and things that contribute to the exploitation
process or the production process (consumables or packaging,
for example).
The accounting treatment for the purchase of other supplies
goes through two stages if the purchase is in cash or check,
and in three stages if the purchase is on account, namely:

> First stage: Receiving purchase invoice:

Invoice Date
382 Stocked Other Supplies X
4456 Recoverable V.A.T X
401 | Stocks and services suppliers, XX
(Other supplies purchase Invoice)
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» Second stage: Receiving Packaging

Receiving Date
Packaging X
Stocked Other Supplies X

326
382

(Other Supplies receipt no...)

» Third stage: Stock suppliers payment.
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Date of payment
401 Stocks and services suppliers X
512 | Bank X
(Check no ...)

2- Accounting for the production process in industrial
entity
The production process goes through two main stages:

> First stage: taking out the raw materials and supplies
from warehouses and bringing them into the workshops

for manufacturing or conversion, this is done by
recording:
Date of taking out
601 Raw materials consumed X
31 | Raw materials and supplies X
(stock exit receipt no)

If Other supplies (packaging) are consumed, we record:

Date of taking out

601 Raw materials X

602 Other supplies X
31 | Raw materials and supplies X
326 | Packaging X

(stock exit receipt no...)

» Second stage: Entering various products into product
stores

After a period of time, various products are taking out from
the workshops and entering into the product stores waiting to
be sold. These various products are:

Intermediate Products and will be recorded in Account 351
Manufactured Products and will be recorded in Account 355
Remaining products and will be recorded in Account 358
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These are recorded at their production cost as follows: ok LS sl 58

laiial Jas) gy )

stock entry Date X Adars gl cilasial) 351

351 Intermediate Products X X daiadl cilaiid) 355

355 Manufactured Products X X Agdsial) sl 358
358 Remaining products X Cra ilig jAal) s

724 | Product stock variations XXX KXX iy | 124
(stock entry receipt no) (Glaiial Jiy Jaay)
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3-Accounting registration for selling various products
The production entity sells the various products it has
produced. The accounting treatment of the sale process goes
through two stages (preparation and delivery of the invoice
and then delivery of the products) in addition to the stage of
collecting the sales amounts from customers if the sale was
made on account.
> First stage: Editing and delivering the invoice to the
customer, which expresses the transfer of ownership of
the products from the supplier to the customer. This is
done at the selling price and is recorded as follows:

Invoice Date
411 Customers XXXX
4457 | collected v.a.t X
701 | sale of finished products X
702 | sale of intermediate products X
703 | sale of residual products X

(\Various products sale invoice )
» Second stage : Delivring The various products to the
customers after taking out them from the warehouses.
This recorded at the product cost as follows:
stock exit Date

124 Product stock variations XXX
351 | Intermediate Products X
355 | Manufactured Products X
358 | Remaining products X

(stock exit receipt no)

» Third stage : Collecting sell amounts from customers
if the sale was made on account. This is done by
Collecting Date

Bank
Customers
(Check no ...)

512 XXXX

411 XXXX

Application

1) During the month of June 2019, a production entity carried
out the following operations, which are required to be
recorded in journal, noting that value added tax rate is 19%.
06/02/2019: Purchase on account of 20,000 raw materials
and 3,000 packages, all arriving on the same day.
06/08/2019: Half of the raw materials and a third of the
(previous) packaging were removed from the warehouses and
brought into the workshops for manufacturing.

06/15/2019: Obtained from manufacturing: manufactured
products 10,000, intermediate products 4,000, and remaining
products 2000

06/22/2019: All products obtained from the manufacturing
process were sold on account with profit margins of 40%,
25% and 15%, respectively, and were delivered on the same
day to the customer.

06/28/2019: The sales amount was received from the
customer through the bank.

06/29/2019: The suppliers were paid all their dues through the
bank.

2) Find the result achieved from these operations.

3) Complete the settlement of the value-added tax for June
2019, and pay it to the Tax Authority before 07/20/2019. If

any, pay.
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Solution

381
382
4456

31
326

601
602

351
355
358

411

724

512

401

4457
44567

401

381
382

31
326

724

4457
701
702
703

351
355
358

411

512

4456

Stocked raw materials and supl

Stocked Other Supplies

Recoverable VAT

Stocks and services suppliers
(purchase Invoice no)

Raw materials and supplies
Packaging
Stocked raw materials and supl
Stocked Other Supplies

(R M and O S receipt no)

Raw materials
Other supplies
Raw materials and supplies
Packaging
(stock exit receipt no...)

Intermediate Products
Manufactured Products
Remaining products
Product stock variations
(stock entry receipt no)

Customers
collected v.a.t
sale of finished products
sale of intermediate products
sale of residual products
(Various products sale invoice)

Product stock variations
Intermediate Products
Manufactured Products
Remaining products
(stock exit receipt no)

Bank
Customers
(Check n°®)

Stocks and services suppliers
Bank
(Check n°®)

Collected v.a.t

V.A.T to be reported

Recoverable VAT
(value-added tax settlement)

20000
3000
4370

20000
3000

10000
1000

4000
10000
2000

25347

16000

25347

27370

4047
323

27370

20000
3000

10000
1000

16000

4047
14000
5000
2300

4000
10000
2000

25347

27370

4370

There is no V.A.T. to paid to Tax Autority in July 2019.

Result =(All Account 7 Creditor + All Account 6 Creditor)

— (All Account 6 Debitor + All Account 7 Debitor)
Result =(16000+21300) — ( 11000 + 16000) = 10300 DZD
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25347

27370
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20000
3000
4370

20000
3000

10000
1000

4000
10000
2000

25347

16000

25347

27370

4047
323
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381
382

31
326

724

4457
701
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703
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355
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411

512

4456

381
382
4456

31
326

601
602

351
355
358

411

724

512
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44567
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