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CHAPTER 5 
GENERAL LEDGER AND INVENTORY 

 
In Chapter 5 your students learn how to use the General Ledger Chart of 
Accounts. This chapter provides your students with an explanation of how 
to set up their own company. When a new company is set up, the 
following steps need to be taken:  set up a chart of accounts and enter any 
necessary balances or budget amounts. 
 
PCA comes with over 75 sample companies on their Charts of Accounts.  
You can set up your own Chart of Accounts from scratch or select one of 
the sample companies’ Charts of Accounts. 
 
This chapter also shows your students how to use Peachtree's Inventory 
system. 
 
SOFTWARE OBJECTIVES:  In Chapter 5, your students will use the 
software to: 
 
1. Restore data from Exercise 4-2. 
 
2. Enter a new account in the Chart of Accounts. 
 
3. Enter a budget amount for an account. 
 
4. Make a General Journal entry to transfer funds. 
 
5. Display the General Ledger Trial Balance. 
 
6. Set up an Inventory Item. 
 
7. Record an inventory adjustment. 
     
8. Make two backups:  backup Chapter 5 data; and backup Exercise 5-2.1 
 

                                                 
 1Refer to the chart on page 2 - IMK for backing up data. 
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WEB OBJECTIVES:  In Chapter 5, your students will do these Internet 
activities: 

 
1. Use their Internet browser to go to the book’s website. 
 
2. Complete the Internet activity for Ask Jeeves.  
 
3. Complete the steps shown for this activity. 
  
PCA TIPS, CHAPTER 5 
 

 Peachtree uses a perpetual inventory system. See textbook page 172 
for a review of how Peachtree journalizes the purchase and sale of 
inventory items. 

 
LECTURE OUTLINE FOR CHAPTER 5:  GENERAL LEDGER AND 
INVENTORY 
 
A. Software Objectives, page 153 
 
B. Web Objectives, page 153 
 
C. Chart of Accounts, pages 154-155 
 
D. Getting Started, pages 156-159 
 
E. General Journal, pages 160-163 
 
F. Setting Up an Inventory Item, pages 163-164 
 

1. Inventory Types, pages 164-167 
2. Inventory Default Accounts, pages 167-168 

 
G. Inventory and Purchases, pages 168-169 
 
H. Inventory and Sales, pages 169-172 
 
I. Inventory Adjustments, pages 173-174 
 
J. Backing Up Chapter 5 Data, page 174 
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K. Internet Activity, page 174 
 
L. Summary and Review, page 175 
 

1. Going to the Net, page 175 
2. Multiple Choice Questions, pages 176-178 

 3. Exercise 5-1, page 179  
 4. Exercise 5-2, page 179 

5. Chapter 5 Index, page 180 
 
ANSWERS TO GOING TO THE NET 
 
1. The article says that no single definition will apply to the term 

Accounting Firm in the next millennium. 
2. AccountantsWorld.com will always be relevant to the changing needs 

of the accounting profession. 
 
ANSWERS TO MULTIPLE-CHOICE QUESTIONS 
 
1. d (Perpetual inventory) 
2. c (Account No. 10500, Money-Market Fund) 
3. a (Chart of Accounts) 
4. c ($1,000) 
5. a ($4,000) 
6. e (All of the above) 
7. d (Both a. and b.) 
8. d (Stock item) 
9. b (Debit Inventory; Credit Accounts Payable/Vendor) 

10. b (Debit Accounts Receivable/Customer; Credit Sales; Credit Sales 
Tax Payable; Debit Product Cost; Credit Inventory)   
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SOLUTION TO EXERCISE 5-1 (3): General Journal Entry 
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SOLUTION TO EXERCISE 5-1 (3): Purchases/Receive Inventory 
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SOLUTION TO EXERCISE 5-2 (1) 
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SOLUTION TO EXERCISE 5-2 (1) (Concluded) 
 
 


