| it

Branci AC(‘.‘Oun

/,‘_,/—\T_t_(i“ihe books of head office)
3 T —

— L .
To Balanc® = . By Balance b/d i i
(Assets 1N the beginning) (Opening balance of
liabilitics accounts if any)
stock X Creditors e
Debtors XXX Outstanding expenses e \ YHK
petty Cash XXX By Bank: ‘_\
Furniture 200 Cash sales sooc |
prepaid expenses x| x| Cash collected from debtors | o XX
o Goods sent to branch A/c x| By Goods sent to Branch N
To Bank (EXpenSes Alc (returns to H.0,) *0K
paid by H.O.) . xxx|By Balance ¢/d (closing
To balance c/d (Clc?s_”?g balance of Assets ) |
palance of liabilities Stock o
accounts if any) Debtors XK
Creditors Xk Petty Cash Yox. |
Outstandmg eXpenses XX | x| Furniture '
fo General P & L Alc xxx| (atdepreciated value)
pranch profit) (bal. fig) Prepaid expenses x|
By General P & L A/c pee
.r(BranCh profit) (bal.fig) (Branch Loss)* (bal.fig)

- Balancing figure is either profit or loss.
rhe following Journal entries are passed in the books of head office to record
bramnch transactions:
j) When goods are sent to branch
. Branch Account Dr.
To goods sent to branch account.

lote: Reverse eniry for goods returned to head office.

ii) When cheque or draft is sent for branch expenses
Branch Account Dr
To Bank Account

iii) When cheque or drajt is received as remittance from branch:
Bank Account Dr
To Branch Account

v) For closing balances of assels:
Branch Assets Account Dr,
To Branch Account

) For opening balances of assets
Branch Account Dr,
To Branch Assets Account.
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(vi) For closing balances of liabilities:
Rranch Account D,
To Branch liabilities Account
(i) For opening balances of liabilities
Branch Labilities Account Dr.
To Branch Account
(viii) For transferring the balance of goods sent to branch accouny:
Goods sent to branch account Dr.
To Purchase Account (trading concern)

or Trading Account (manufacturing concern)

(ix) For branch profit:
Branch Account Dr.
To General Profit and Loss Account

Note: Reverse entry for loss.
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ILLUSTRATIONS
DEPENDENT BRANCHES
DEBTORS SYSTEM
(a) When goods are sent to branch at cost price
INustration 1
Layal shoe company opened a branch at Madras on 1.1.89. From the follow;
particulars, the Madras Branch account for the years 1989 and 1990, e

1989 1990

L Rs. Rs

Goods sent to Madras Branch 15,000 45,006

Cash sent to Branch for

Rent 1,800 1,800

Salaries 3,000 5,000
Other expenses 1,200 1,600
Cash received from the branch 24,000 60,000
Stock on 31st December 2,300 5,800
Petty cash in hand on 31st December 40 20

[Madras, B.Com., Oct. 1 995; Periyar, BBA May 2004, B.Com. April 2001
(3 times); [Pondicherry, B.Com. Dec. 1999 (3 times)]

Solution:

In the Books of Head Office
Madras Branch A/c for 1989

Rs. Rs.
Jan. 1| To Balance b/d NIL By Cash 24,000

To Goods sent to Branch 15,000|31 Dec.|By Balancec/d .

To Cash: ' Stock 2,300
Rent 1,800 Petty cash 40
Salaries 3,000
Other expenses 1,200 | 6,000

To General P&L A/c (Profit) | 5,340

26,340 26,340
Madras Branch A/c for 1990
"~ Rs.| Rs.
Jan. 1) To Balance b/d By Cash 60,000
Stock 2,300|Dec. 31| By Balance c/d
Petty cash 40 Stock 5,800
To Goods sent to branch 45,000 Petty Cash 30
To Cash:—
Rent 1,800
Salaries 5,000
Other expenses 1,600 | 8,400
To General P& L A/c
(Profit) 10,090
65,830 65,830
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(ustra®

on2
the following particulars relating to Hyderabad

ranch for
F;o;; 12.90, Prepare Branch A/c in the head office books: S
e ' Rs, Rs
~Stock at the Branch on 1.1.90 T T
Debtors at the Branch on 1.1.90 30,000
Petty cash at the Branch on 1.1.90 300
Goods sent to Branch during 1990 2,52,000
Cash Sales 1990 60,000
Received from Debtors 1990 2,10,000
Credit Sales during 1990 2,28,000
Cheques sent to branch during 1990:
for Salaries 9,000
for Rent & Rates 1,500
for Petty Cash 1,100 11,600
Stock at the branch on 31.12.90 - 25,000
Petty Cash 31.12.90 200
Goods returned by the branch 2,000
Debtorson 31.12.90 48,000
[Madras, B.Com., April 2005; March 1993]
Solution: -
In the Books of Head Office
Hyderabad Branch A/c
Dr. Rs. Cr. Rs.
Jan.1 |To Balance b/d Dec. 31|By Bank
Stock 15,000 Cash Sales 60,000
Debtors 30,000 Cashrecej
Petty cash 300 -ved from
Dec. 31To Goods sent to Debtors ~2,10,0002,70,000
branch A/c 2,52,000 Dec. 31| By Goods
To Bank: ~ Sent to branch 2,000
Salaries 9,000 [Returns to H.0,]
Rent & Rates 1,500 By Balance c/d:
Petty Cash 1,100 11,600 Stock 25,000
To General P&L Alc 36,300 Debtors 48,000
(Profit) o Petty cash 200
3,45,200, ;m
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| Illustﬁation 3

The following information relates

to Madurai branch

e e Rs. . - BSH
Stock on 1.1.94 11,200
Branch debtors on 1.1 94 6,300
Goods sent to BraﬂClE 51,000
Cash sent to Branch for:—
Rent 1,500
Salar 1€ 35():)0
petty Cash 500 5,000
t branch:
Seles & B¢ Cash 25,000
Credit 39,000 64,000
Cash received from Debtors 41200
Stock on 31.12.94 13,600
Prepare Branch account for the year 1994

[Madras, B.Com, B.CS. etc. (Sem) Nov. 2006; B.Conn.(Se) Nov. 2003; Mar. 1995, May 19%]

Solution:
In the books of Head Office

Madurai Branch A/C
Rs. Rs.
Jan. 1 [To Balanceb/d Dec. 31| By Bank:
Stock 11,200 Cash Sales 25,000
Debtors 6,300 Cash collec
Dec. 31|To Goods sent to Branch | 51,000 —ted from
To Bank: debtors 41,200 | 66,200
Rent 1,500 By Balance c/d
Salaries 3,000 Stock 13,600
Petty Cash 500 | 5,000 Debtors 4,100
To General P&L Alc 10,400
(Profit) :
83,900 83,900
Working Note:
Calculation of Closing Debtors
Branch Debtors A/c
S
119 - “’556.
1.94
Trz Iga}ance b/q 6,300 By Cash 4%80
ales (credit) 39,000 | 31.12.92| By Balance c/d (bal.fig) | *
—
45,300 45,300
T J—
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glculationl 07 LAUSHLs OIOCK and [Mianager's commission

From the following particulars prepare a branch account showing the profit
- Joss at the branch.

~ Rs.
Opening Stock at the branch 15,000
Goods sent to the branch 145,000
Sales | 60,000
Salaries | 5,000
Other expenses L2000

Closing stock could not be ascertained but it is known that the branch usually
ells at cost plus 20%. The branch manager is entitled to a commission of 5% on
ihe profit of the branch before charging such commission.

[Madras, BBA, Nov. 2004; B.Sc., Oct. 2001 (Double Fig.)
B.Com., Nov. 1994; April 1981; Perivar BBA Nov. 2004]

Solution:
Working Note
Computation of Closing Stock
| Rs.
Opening Stock 115,000
Add: Goods sent to branch 45,000
160,000
Less: Cost of goods sold ;
100 100 |
Sales x — = k60 000 _) s
{ 120 1..0,1 20,000
Cost of Closing Stock 10,000
In the books of Head Office
Branch A/c
Rs. | Rs.
To Opening Stock | 15,000 |By Cash (sales) 60,000
To Goods Sent to branch 45,000 By Closing stock 10,000
To Cash (Salaries) 5,000
To Cash (Other expenses) | 2,000
To Manager's commission | 150 |

(3,000 x 5%)
To Net Profit - transferred to | 2.850
General P& L Alc .

| 70,000 | 70,000
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1 Wele § I— \{ - f,""”ﬂ[l
— ' ce Under Imprest System Iy
c s Petty Cash halan ] :
Maintaining Pet
Ilustration 3 Is to its branch at cost pri
1 o tveices goods to its branch at cost Fice, -
A Head office invoices B Price. The prapey
\|

enses and maintain petty cash balance 0f Ry

imitted to incur petty eXp 1000 "

pe o also permitted to buy furniture ¢
the imprest system. It is also pern y turniture of the valie of
* \
Rs. 2.000. I
Rs.) b
o - 41,000 | Cash Purchase by the branek .. k.
Stock 1.1.93 ’ A _ s v anch o
i\)ml:ll\ml*‘l:]l' | 93 12,500 | (with H.O. permission) 12,506
P-c?lt\' (_‘,']q‘h | 103 1,000 | Payment to Creditors 43
(‘m'{ilor‘i‘ 11.93 10,000 | Closing balance of Creditors Alc 27:‘;2?
Rent upto 31.3.93 250 | Payment by H.O. g
Goods sent to branch 75,000 Rer?t for one year 1200
Credit Sales 40,000 (Pald-on 1.4.93)
Cash Sales 75000 | Salaries . 6,000
Cash received from debtors 45,000 | Insurance (paid upto 31.3.94) 750
Allowances 50| Payment by Branch
Discount 100 | Furniture Z.(X]O
Bad debt 150 | Petty expenses 250
| Stock on31.12.93 1,00,000
Prepare Branch A/c in the Books of Head Office.
Solution:
In the Books of H.O.
BranchA/e
1993 Rs| 1993 Rs.
Jan. | |To Balance b/d Jan | | By Balance b/d
Stock 41,000 Creditors 10,000
Debtors 12,500 By Bank:
Petty Cash 1,000 Cash remitted
Rent Prepaid 250 to H.O. 60,250
To Goods sent to Branch 75,000 Dec.31 By Balancec/d
To Bank; Stock 1,00,000
Rent. 1,200 Debtors 7,200
Salaries 6.000 Petty Cash 1,000
Insurance 750 7,950 Furniture 2,000
To Petty expenses 250 Rent Prepaid 300
Dec.31/To Balance c/d ([200 X %J
Creditors 27,500 Insurance prepaid 187.50
To General P&L Alc 15,487.50 (750 X -I%J
(Profit)
- e
Note: * Petty cash spent by b _lm l'~8 0'9!3:;3
pent by branch is adjusted from branch cash and H.O. has 10

money for i,
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Work ___Branch Debtors A/c

- Rs. Rs.
o \
Bqlance b/d - 12,500 By Cash 45,000
o Sales (Credit) 40,000/ By Allowances 50
By Discount 100
By Bad debt 150
By Balance c/d (Bal. fig) 7,200
e 52,500 52,500
Branch Cash A/c
Rs. Rs.
T Sales (Cash) 75,000 | By Petty Cash 250
To Debtors 45,000| By Cash Purchases 12,500
By Creditors 45,000
By Furniture 2,000
By Remittance to H.O. (Bal.fig)| 60,250
1,20,000 1,20,000
Branch Petty Cash A/c
Rs. Rs. .

To Balance b/d 1,000 | By Expenses 250
To Cash (Bal.fig) 250 |By Balancec/d 1,000
1,250 1,250

B. When goods are sent to branch at invoice price

[llustration 6

A Madras head office has a branch at Salem to which goods are invoiced at
cost plus 20%. From the following particulars, prepare Branch A/c in the head

office books:

Goods sent to branch
Total sales
Cash sales

Cash received from Branch debtors

Branch debtors on 1-1-96
Branch stock on 1-1-96
Branch stock on 31-12-96
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' Rs.
2,11,872
2,06,400
1,10,400

88,000
24,000

7,680
13440



Solution:
In the books of head office

\_'\.‘

\ %

AL

~
/&,

Salem Branch A/e for thcryenrrcimlcd 3]-12-({6 |

Rs. Rs
To Balance b/d: ' By Bank:
o Bql;::f;k) ( 7,680 Cash sales 1,10,400 |
behtors 24,000 Cash received
To Goods sent to branch 211,872 from debtors 88,000 |1,98,400
To Stock reserve 2,240| By Stock reserve 1,280
(13,440 x 20/120) (7,680 x 20/120)
By Goods sent to branch:
Loading (2,11.872%20/120) | 35312
To Profit - transferred to By Balancec/d
general P& L Alc 34,640 Stock 13,440
Debtors 32,000
2,80,432 2,80,432
Working Note: Calculation of closing debtors
Branch Debtors A/c* -
- Rs. Rs.
To Balance b/d 24,000 | By Cash 88,000
To Sales - credit 96,000 | By Balancec/d (bal.fig) 32,000
(2,06,400 - 1,10,400)
1,20,000 1,20,000

[lustration 7

Manian Ltd., of Calcutta has a branch at Patna. Goods are invoiced to the
Patna branch, the selling price being cost plus 25%

The Patna branch keeps its own sales ledger and transmits all cash received

to Calcutta. All expenses are paid from Calcu
the Patna branch A/c for the year 1989,

Rs.
Stock (1.1.89) (invoice price) 1.250
Stock (31.12.89) (invoice price) 1,500
Debtors (1.1.89) 700
Debtors (31.12.89) 900
Cash sales for the year 5,400
Credit sales for the year 3,500
Goods Invoiced from Calcutta 9,100
Rent 400
Wages 340
Sundry expenses 80

tta. From the following details prepare

[Madras, B.Com., Dec. 1982, Sep. 1990]
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Books of Manian Ltd., Caleu

tta (H.0.)
Patna Branch A/c
—1_—_%_%
—
39//'7 Rs| 1989 Rs.
9 [ S
T Balancebld | By Bank:
Jan. Stock 1,25 Cash Sales 5,400
Debtors 700 Cash recej—
To Goods sent to branch 9,10q ved from
To Bank: | debtors 3300 8,700
Rent 400 ! Dec.31| By Stock Reserve 250
Wages 340 |  (1250x2s5/129)
|
Sundry expenses _8_0_! 820 Dec.31| By Goods sent to
pec31| To Stock Reserve 300 Branch-loading | 1,820
(1500 % 25/125) | | | (9.100x 25/125)
To General P&L A/c | 1,000 Dcc.JI! By Balance ¢/d
(Profit) @ Stock 1,500
| Debtors 900
| 13,170 | 13,170
Working Note:
Calculation of Cash received from Debtors
Branch Debtors A/c
) i Rs. | ‘ Rs.
11.89 ll To Balance b/d 700 | By Cash (Bal. fig) 3,300
" To Sales (Credit) . 3,500 | 31.12.89 By Balance ¢/d 900
| 4,200 4,200

Ilustration 8

Naga of Trichy has a branch at Madras.

Invoice price which is at the profit of 20%

onc
branch are paid by

head office. From the followi

Goods are sent by head office at

ost price. All expenses of the
ng particulars, prepare branch

account in the H.O. books, showing goods at invoice price,

Opening Balances:

Stock at invoice price:

Debtors

Petty Cash. . ‘

Goods sent to branch at invoice price
Expenses paid by H.O.

Rent

Wages

Salary

Rs.

11,000
1,700
100
20,000

600
200
900
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Wc made 10 H.0. 2,650
Cash Sales | 21,000
Cash collected from debtors o : 400
Goods returned by branch at invoice price
Balances at the end . - 13,000
Stock at invoice pri 2,000
Debtors ’ %
Cash
Petty [Madras, B,Com., May 1982, Nov. 1984, Sep, 1995]
Solution:
In the Books of Naga, Trichy (H.0.)
Madras Branch A/c
h_\\_,
Rs. Rs.
ByBank: T
b/d
° SS?ECE 11,000 Cash Sales 2,650
Debtors 1,700 Cash collected
Petty Cash 100 from debtors 21,000 | 23650
ds sent to branch 20,000 | By Goods sent to branch 400
0 (Returns 1o H.0,)
Rent: 600 By Stock Reserve
Wages 200 (11,000 20/120) 1,833
Salary 900 1,700 | By Goods sent to branch 3,267
To Stock Reserve 2,167 —Loading (net)
(13,000 % 20/120) (19.600x 20/120)
To General P&L Afc 7,508 By Balance ¢/d
(Profit) Stock 13,000
Debtors 2,000
Petty Cash 25
44,175 PYRTH
Hlustration 9 FINAL ACCouNTs SYSTEM
A Madrag merch

Cost plus 25%, The br
to the head office
The transactiong for

anch keeps its o
cvery day, AJ

wn sales ledger and remits all cash received
CXpenses are paid from the head office.
the branch wey

€ as follows:
Stock (T T.93yg 75— _Rs._ Rs.
Debtors (1'1-9) 4. 11,000 Cheques sent to branch:
Petty Cash 100 Rent 600
ash (1.1.94) oo 0
Cash Sajeg Wages
2,650 Salary 900
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AL A RERSTT

Credit Sales

Goods sent to branch at I.P,
Goods returned to head office
Bad debts |
Allowances to Customers
Return Inwards

23,950
20,000

300
300
250
500

Stock (31.12.94) at L.P.
Debtors (31.12.94)
Petty Cash (31.12.94)

13,000
2,000
125

(Including miscellaneous income

Rs. 25 not remitted)

Collection from debtors

21,000

Prepare the Branch Trading and Profit and Loss A/c and Branch A/c for the

year 1994,

[Madras, B.Com., Nov. 2005; B.C.S. April 2004; B.Com., May 1995;
Bharathiar B.Com., Nov. 2004]

Solution:
Branch Trading and Profit & Loss A/c for the year ending 31.12.94
Rs. Rs.
To Opening Stock (at cost) 8,800 By Sales
(11,000 -2,200) Cash 2,650
To Goods sent to 16,000 Credit 23,950
) Branch (at cost) 26,600
Less: Returns to H.O. 240 (15,760 | Less: Returns 500 | 26,100
(300 - 60) By Closing Stock
(at cost) 10,400
To Wages _ 200 (13,000 - 2,600)
To Gross profit ¢/d (bal.fig) | 11,740
36,500 36,500
To Bad debts 300 By Gross Profit b/d 11,740
To Allowances 250 By Miscellaneous
To Rent 600 income 25
To Salaries 900
To Net Profit c/d 9,715
11,765 11,765
Branch A/c (Personal A/c)
Rs. Rs.
To Balance b/d B yBank: _
Stock 8,800 Cash Sales 2,650
Debtors 100 Cash received
Petty Cash 100 from debtors 21,000 23,650
To Goods sent to branch at cost| 16,000 | ByGoods sent to branch
To Bank (expenses) 1,700 at cost (return) 240
To Profit 9,715| ByBalancec/d 12,525
(10,400 + 2,000 + 125) ’
(Bal. fig)
36,415 —
| 36,415

\

——
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Ilustration 10
Goods are invoiced by head office to its branch at Jaipur at cost plus 25°/ All
0.

the expenses of the branch are paid by head office. Branch k
eeps onl
ledger and sales ledger. lPrepare Jaipur branch account and its trading aﬁgeﬁmfts
and loss account for the year ended 31.12.91 from the following particulars gfc:ht
e

branch given below:-

: Rs.
Closing Stock (invoice price) 13,500
Credit Sales 30.750
Cash received from debtors 28.425
Opening Stock (invoice price) 18,000
Cash Sales 13,125
Expenses of branch paid by head office 7,800
Goods received from head office 22,500
Debtorson31.12.91 6,870
Goods in transit from head office on 31.12.91 1,350
Solution:
Branch Trading and Profit & Loss A/c for the year ended 31.12.91
Rs. Rs.
To Opening Stock 14,400 | By Sales:
(18,000 — 3,600) ' Cash: 13,125
To Goods from H.O. 19,080 Credit 30,750 | 43,875
(23,850 — 4,770) By Closing Stock 10,800
Less: Cost of goods (13,500 - 2,700)
 intransit 1,080 18,000
(1,350 — 270)
To Gross Profit ¢/d 22:275 |
54,675 M
To Expenses 7,800| By Gross Profit b/d 22,275
To Net Profit c¢/d 14,475
_ 22,275 2L
Jaipur Branch A/c (Personal Alc) _ e L
Rs. ;_____________,__-«,___B—s—
To Balanceb/d By Bank:
Stock (18,000 —3,600) | 14,400 CashSales 13,125 |
Debtors 4,545 Cashreceived 550
To Goods sent to branch 19,080 from debtors 28,423 41,9% .
(22,500 + 1,350) — 4,770 ByGoods in transit 1080
To Bank (Expenses) 7,800 (1350 - 270) : 7670
To Profit 14,475 By Balance cd 200
. (13,500-2,700)+ 6,870 |
_ 60,300
30| 00—
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%? rking Note: 1

- lation of Opening Debtors
' Branch Debtors A/c
— Rs. ! Rs.
m d (bal.fig) 4545 | By Cash 28,425
To Sales (Credit) 30750 | By Balancec/d 6,870
35295 | 35,295

2 Goods from Head

23,850 =22

——

Office =

Dis(:illCﬁon between wholesale and retail profit at Branch

musn-ation 11

A Head office sends goods to its branch at 20%
are sold to customers at cost plus 100%.

Goods received from H.O. + Goods in transit
500 + 1,350

WHOLESALE BRANCH SYSTEM

the profit made at the head office and the branch on wholesale basis.

less than the list price. Goods
From the following particulars ascertain

Head office Branch
Rs. Rs.
Purchases 2,00,000 _
Goods sent to branch (invoice price) 80,000 -
Sales 1,70,000 80,000
[Madras, B.Com., Nov. 1983, Sep. 1993;
Periyar, B.Com. April/May 2001 (10 times);
Bangalore, B.Com. 1993; Bharathiar, B.Com. April 1997]
Solution:
Trading and Profit & Loss A/c
H.O.| Branch H.O.| Branch
Rs. Rs. Rs. Rs.
To Purchases 2,00,000 — | By Sales 1,70,000| 80,000
To Goods received By Goods sent to
from H.O. —| 80,000 branch 80,000 -
To Gross Profit ¢/d | 1.15,000| 16,000 | By Closing stock 65,000| 16,000
3,15,000 | 96,000 3,15,000| 96,000
ToStock Reserve | 6,000 ~ | By Gross Profit b/d | 1,15,000| 16,000
(Closing stock)
60
( 16,000 x 1—-6—0—)
To Net Profit c/d | 1,09.000 16,000
—ILS’E(—)Q —!f.’gg? 1,15,000| 16,000

e N
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Working Note:
Calculation of Closing Stock
Rs. Rs,
Value of Closing Stock at H.O.
Purchase 2,00,000
Less: Cost of goods sold
1,70,000
L x 100)
( 200 85,000
Less: Cost of Goods sent to Branch 50,000 1,35,000
(80,000 i 00)
160
Closing Stock 65,000
Value of closing Stock at Branch:
- Goods received from H.O. 80,000
Less: Cost of goods sold 64,000
(80,000 1 60)
200
Closing Stock 16,000
Note:
H.O. Cost Price Whole sale Rate List Price
100 i.e., Rate at which 200 (100+100)
Goods supplied to branch
160(200 - 200 x 20%)
Ilustration 12

A Head Office sends goods to its branch at 25% less than the list price.

Goods are sold to customers at Cost plus 60%. From the following particulars
ascertain the profit made by the head office and by the branch.

Head Office Branch
Opening Stock at Cost 50,000 30,000
(at invoice price in case of branch)
Purchases 1,50,000 =
Goods sent to branch 1,08,000 =
Sales 1,60,000 80,000
Expenses 10,000 6,000

[Madras, B.Com., Sep. 1990]
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Gon: Trading and Profit & Loss A/c |
°“t =
o H.O.  Branch H.O.| Branch
Rs. Rs. | Rs. Rs.
£ Gening < Stock 50000 30,000 | By Sales 1,60,000 | 80,000
ool aces - 1,50,000 = By Goods sent to 1,08,000 -
Goods ! i received Branch
T szmHO. - 1,08,000 By Closing Stock | 10,000 | 78,000
_GesProfited | 78000 20,000 |
| 278,000  1.58,000 12,78,000 | 1,58,000
- Expenses 10,000 6 000 By Gross Profit b/d 78 ,000 | 20,000
-, Saack resenve 13.000 B\ Stock Reserve | 5,000 -
 (Clasing Stock) (Opening Stock) \
~20) ( 20 |
TR000 x 30.000x—| |
120/ 120 |
= Profitod 60.000 14,000 |
|
83.000 20,000 83,000 | 20,000
! \
Working Note:
H.0. Supplied to branch List Price -
cost price) (wholesale rate) 160 (100+60)
100 120(160 - 160 x 25%)
Rs. Rs.
Calculation of value of closing stock of H.O. |
O"'c ng Stock . 50.000
Purchases 1,50,000
+2,00,000
(160000 )
= i % 100 00,
—~T28 CL.‘,E (831 E_L*Odb EOId \ 160 & /,l 100'00
( 100 |
Less: Cost of goods sent to branch | l 08,000 x 1_5(')_] 90,000 1,90,000
Closing Stock 12,000
Calculation of value of closing stock at Branch A
Opening Stock ) el
Goods received from head office 1,08,000 | 1,38,000
: (80.000  139) 60,000
Less: Cost ofgm sold !~ 160 / '
| 78,000
Closing stock T
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Stock Reserve on Stock of Branch e
30,000 <20
On Opening stock: 10 - 5,000
78,000 <20
On Closing stock: 120 13,000
STOCK ANDDEBTORSYSTEM

(a) When goods are sent at cost price
[lustration 13

The Calcutta Commercial Company invoiced goods to its Jamshedpur Branch
at cost. The Head office paid all the branch expenses from its bank except pety

cash expenses which were paid by the branch. From the following details re|

to the Branch, prepare,

(1) Branch Stock A/c

(2) Branch Debtors A/c
(3) Branch Expenses A/c

(4)BranchP & L Alc

Stock (Opening) ,

Debtors

(Opening)

Petty Cash (Opening)
Goods sent from H.O.
Goods returned to H.O.
Cash Sales

Advertisement

Cash received from debtors
Stock (Closing)
Allowances to customers

Solution:

|
To Balance b/d |
To Goods sent to branch '
To Branch Debtors 1,
To Branch Profit & Loss Alc |

(Transfer) |

= |

aling

~ Re. _ e ~_Rs,
21,000 | Discount to customers 4200
37800| Bad debts 1,800
600| Goods returned by
78.000 customers to branch 1,500
3,000| Salaries & Wages 18,600
52500 Rent & Rates 3,600
2400| Debtors (Closing) 29,400
85500| Petty Cash (Closing) 300
19,500 | * Credit Sales 85,200
600
[Madras, B.Com., March 1989]
Branch Stock A/c
Rs. | | =
21,000 | By Cash 52,500
78,000 By Goods sent to Branch 3,000
1,500 By Branch Debtors 85’200
59.700 By Balance ¢/d 19:509
1.60,200
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Rs,
ﬁ}ﬁ;" 37,800 |By Cash 85,500
f ualamfi] stock Ale 85,200 | By Branch expenses 6,600
B L(cre dit sales) [bad debts, allowances, discount]
By Branch Stock (Returns) 1,500
By Balance ¢/d 29,400
1,23,000_ 1,23,000
/ M
Branch Expenses A/c
gy e
el Rs. Rs.
~ Granch Debtors A/G 6,600 By Branch P&l Alc 31,500
7o Bank (AdV. Salaries & (transfer)

. Wages, Rent & Rates) 24,600
o Petty expenses (600-300) 300

31,500 31,500
Y.
Branch Profit & Loss A/e
— = —__ﬁ_h‘ﬂ——-———_'—r—-—*———_i_h_-
Rs. Rs.
ToBranch Expenses A/c 31,500 | By Branch Stock A/c 59,700
To General P&L A/c (Profit) 28,200
(Bal. fig)
| 59,700 59,700

lllustration 14

A head office at Bhopal invoices goods to its branch at Indoor at cost, and
the branch sells the goods not only for cash but on credit also. The expenses of
the branch are paid by the head office. From the following particulars relating to
the branch opened on 1-1-1996, prepare the necessary accounts under stock and
debtors system in the head office books.

S _ Rs. Rs.
Goodmgﬁgﬁa]—ét cost 5,000 | Credit sales 5,200
Goods returned by the Discount allowed to customers 180

branch at cost 300 |Cash sales 250
Xpenses paid by the head office 1,000 | Branch stock (31-12-96) 1,700
Remitlance from branch 4,200 | Branch debtors (31-1 2-96) 770
RECeipls from debtors not paid |

~ in by branch 300

I
[Madras, B.Com. Nov. 2004; Periyar B.Com., May 2006 5 Figs)

)2
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Solution: T g
Branch Stock A/c
RS. h\‘\
- To Goods sent to braneh | 3,000 |By Goods returned to H.O "““\Ri
To Branch Profit & Loss A/c 2,450 |By Cash - cash sales 300
,
(Surplus) (Bal. fig) By Branch debtors - Credit sa| 0
€1 5200
By balance ¢/d
. 1,700
7,450 P
w
Branch Debtors A/c
Rs. “\_i*“‘*““i;
To Branch stock A/c 5,200 | By Cash (bal.fig) m
By Discount ,180
By Balance c/d
y 770
5,200 5200
Branch Expenses A/c
Rs. ﬁ;
To Bank- expenses 1,000 | By Branch P & L.A/c 1,180
To Branch debtors - discount 180 (transfer)
[,180 1,180
Branch Profit & Loss A/c
Rs. Rs.
To Branch Expenses A/c 1,180 | By Branch Stock A/c 2,450
To General P & L A/c (Profit) 1,270
(Bal. fig)
2,450 2,450
Branch Cash A/c
Rs. Rs.
To Branch stock A/c 250 |By Bank A/c - remittence 4,200
To Branch debtors A/c 4,250 | By Balance c/d (bal.fig) 300
4,500 4,500
Goods sent to branch A/c
| Rs. Rs.
To Purchase A/c - transfer 5,000 | By Branch Stock A/c _51(_)_0_9
5,000 ' 15,000



;raﬂch ﬂ;—gods are sent at mvoice price.
wheﬂ

b) . 15
Str”tlon B . ¥ d t -t b. '
JJu eadomce invoices goods to its branch at cost plus 50% Bratich terifsdi
ot its a

h
recei"e d 1o the head office and all expenses are met by the H.O. From th
S articulars, prepare the necessary accounts on the stock & debt ;
: vDLOT'S

{loWinE
Jlov o show the profit or loss at the branch.

e A e U Rs
nvoice price 27 e
kon 1.1.8901 price) 900 | Goods returned by debtors 3,600
ebtors on1.1.89- 20,400 | Goods returned

. to H.O. by branch 4,500
o0ts invoiced to Fhe branch  1,53,000 | Shortage of stock 1.350
(invoice price) Discount allowed 600
(ysh Sales 75,000 | Expenses at the branch 16,200
(redit Sales 03,000 | Bad debts 600
(ash collected from debtors 91,200 ,
S [Madras, B.Com., Sept. 1992]
jolution: Branch Stock A/c
Rs. Rs.
ToBalance b/d 27,900 | By Cash Alc 75,000
To Goods sent to branch 1,53,000| By Branch Debtors 93,000
To Branch Debtors 3,600 | By Goods sent to Branch
(Returns to H.O.) 4,500
By Branch Adjustment Alc 450
(loading on shortage)
By Branch P & L Alc. 900
(Cost of shortage of stock)
By Balance ¢/d 10,650
1,84,500 1,84,500
) Branch Debtors Ale ey
Bt S R Rs. Rs.
>~ 00O O ] ,200
Balance b/d ey 'l_g - h Stock A/c 93] 600
TR 3,000 | By Branch 5toc ’
ranch Stock A/c 4 By Branch expenses 1,200
(Discount + Bad debts)
By Balance c/d 17,400
(Bal.fig)
1,13,400
~3400
| 2R
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Branch Expenses Alc

Rs. e b .. Rs,
e —————— —_— --—-‘--—-‘”'—‘)" — . T —
To Bank 16,200 | By Branch P & L Alc 17,400
To Branch Debtors 1,200 (transfer)
e ——
17,400 17,400
Branch Adjustment A/c
PR S T [ T T
Rs. L Rs,
To Stock Reserve 3,550 | By Stock Reserve \ 9,300
(1 0,650 x i) (27,900 % _39_) \
150 | 150
To Branch stock A/c 450 | By Goods sent to Branch 49,500
(loading on shortage) (Net)-loading
(1.350 x ﬂ] (1,48,500 % ﬂ)_]
150 150
To Branch P&L Alc 54,800
(Gross Profit)
58,800 ‘m
Branch Profit & Loss A/c
| TR T w
To Branch Expenses A/c 17,400 { By Branch Adjustment A/c 54.800
To Branch Stock A/c 900 (Gross Profit) \ ,
(cost of shortage of stock) l
To General P&L A/c 36,500 ‘\
(Net Profit) |
54,800 S m
) i B Goods sent to Branch A/c
= | Rs] T
L ranch Smf:k Alc 4,500 | By Branch Stock A/c 1,53,000
l'o Branch Adjustment A/c 49,500 |
To Purchases A/c (Bal.fig) 99.000 1
S— 1,53,000 \ \ 1,53,000
Ihitctmntinn 1£ y
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C ]1 APTER _/U_,
Departmental Accounting

I
Meaning of Departments and Departmental Accounting

An organisation may produce or buy and sell several products or perform
gifferent services under the same roof or from the same premises. The modern
practice is to divide the organisation into independent departmel.lts, each of
which may deal in a particular class of goods or render a specialised type of
service. For example, a readymade garments firm may be divided into tailoring
and selling departments; a departmental store may be divided into textiles,
provisions, durable goods departments etc.

When accounts are finalised at the end of the year, the usual method of
trading and profit and loss account is not suitable for such orgapisations. The
owners or the management may desire to ascertain the trading results of each
department and the overall result of the organisation.

The method of accounting which is followed to obtain such results is known

as Departmental Accounting.
Need for Departmental Accounting
Accounts which reveal expenses, incomes, sales, stocks, gross profit and net
profit separately for each department are needed: |
(i) To compare the results of each department with the results of previous
years and ascertain the trend.
(i) To know the comparative results of different departments in the same
year.
(i) To assess the position of stocks in each department.
(iv) To identify areas of weakness for cost control and improvement of
efficiency.
(v) To decide upon expansion, discontinuation and investment policies.

Advantages of Departmental Accounting

The following are the benefits derived by business firms through departmental
accounting,

(i) Ascertainment of profit: Gross profit and net profit can be ascertained for
. each department separately on a reliable basis,
(it) Comparative performance: The results of different departments can be

compared' in terms of profit, expenses, inventories, percentage of growth,
return on investment etc.

Scanned with CamScanner



> : . 1V1 yPOTISIDIC 10T —_8
(iii) Appraisal of personnel: Individuals Tesp 1111PT0vedmh805r

decline in performance can be identified. This is useful in implememi
ng

incentive systems., ‘ ‘ .
(iv) Remedial measures: Areas of poor per formance can be identif;

implementing remedial measures. If situation warrants, decisions to
discontinue some products or closing a department may bt’f taken ACCuratg,
(v) Expansionand Divers;’ﬁcatim:z: Decisions to expand and diversj fy pfoﬁtab[e-
lines of business become easier. N ‘ .
(vi) Policy formulation: Management pollclf:§ towards inventories, exten
credit. additional investment etc., are facilitated.

Distinction between departments and branches

1. Location: All the departments are located within a single premises, Brancheg
are located in different geographical areas, physically separated from the head
office and one another.

2. Growth: Departments are confined to local business and can grow vertically
within the same roof. _

Branches cater to a wider market and can expand and grow geographically.

3. Accounting: All the accounting records are centralised and maintained within
the same premises for all the departments.

Branches keep records of their operations separately. The head office consolidates
the accounts of all the branches.

4. International operations: Departments are confined to a single place unless
similar organisations are opened elsewhere. )

Branches can be started anywhere in the wor
branches. -

ed f()r

dlng

1d. So, there can be local and foreign

Methods and Techniques of Departmental Accounting

(i) When accounts are finalised, departmental trading and profit and loss account

is prepared in columnar form to find gross profit
department, 8T0ss profit and net profit of each
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tration 1 :
mu;o]lowing i« the Trial Balance of Mr. Rajanas on 31-1 é—r()’z‘.
Rs. -
I = Rs,
Capital Ale oo | %000
Drawings A/ Ck Dept. A 2 500 .
i oc . , :
Opening St Dept. B 5700 ‘
Dept. C 1,200 g
Purchases Dept. A 22,000 -
ept. B 17,000 .
Dept. C 8,000 ;
Sales Dept. A & 54,000
Dept. B - 33,000
. Dept. C - 21,000
Sales Returns Dept. A 4,000 -
Dept. B 3,000 .
Dept. C 1,000 -
Freight and Carriage Dept. A 1,400 -
Dept. B 800 ~ -
Dept. C 200 -
Wages Dept. A 800
Dept. B 550
Dept. C 150
Furniture & fixtures 4,600 -
Plant and Machinery 20,000 -
Bills Receivable 4,200 -
Bills payable o 8,000
Motor vehicles 40,000 - -
Sundry Debtors 8,000 i
Sundry Creditors s 7,000
Salaries 4500
Power and Water 1,200 -
Telephone charges 2.100 .
Bad debts ,75() -
Rent and Taxes 6.000 -
Insurance 1 ‘500 i
Printing and Stationery 2,000 s
Advertising 3500 -
Bank overdrafi ’ 12,000
—Ewe |
1,75,000 LY

P ) .
Prepare Departmental T rading and Profit and Loss A/c and the Balance Shee!
g Into account the following adjustments: e
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