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Advantages of Consignment and Differences with Sale
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Advantages of consignment
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Differences between consignment and sale
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Special Terms used in Consignment and Valuation of Unsold Stock
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Valuation of Unsold Stock on Consignment
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Valuation of Unsold Stock
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Totol Quantity of Consigned Goods
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Accounting Procedures for Recording Consignment Transactions
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Accounting procedures for recording consignment transactions
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Discount EXPense ..........ccoceevervierneeneeniennieenieeeenne . XXX
Notes Receivable .........coceeveeneiniinienieneene. XXX
v) R A8 o [RREATe JMSER &
Income Statement ..........cccccevverieenieneeneeneeneceeeee XXX
Discount EXpense ..........ccoceeeeervieeneeneeniennieeniens XXX
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Income SUMmMmAry ........ccocceeverviinienienieeieeeceeeeiens XXX
CONSIZNMENL ..ot XXX
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Insurance Company ........cccccecceerieneenrenieenieneniesee e XXX
CONSIZNMENL ...eevuieeeeiiiniieeieeeiteeriee e siee e XXX
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Stock on Consignment ...........cocceeveeneeneenieeneeneeenieeniens XXX
CONSIZNMENL ...eeoniiieeiiiriieeiie et eeieeesie et e e XXX
53) BT &rIFd 7176 2Co #Tedl BIFF pos ife g
Bank/Cash ....c..coeveeeiininiiiiicccceceeeee e XXX
CONSIZNEE ..ottt XXX
SR) BIETI SRR =ICed &=y
CONSIZNMENL ...eeonviiiiiiiiieeriieerteeeite e eieeeseeeniee e XXX
Income Summary .........cocceeveevieneeniienienienienens XXX
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Income SUMmMmAry ........ccocceeveevienieneninnieecreceeneene XXX
CONSIZNMENL ...eevueieeeiiiniieeiee et eriee e sieeeiaene XXX
38) IRCAT (*IT¥ Goods sent on Consignment A/c G I JCHI &)

Goods sent on CONSiZNMENt .....coceevveeveerieeienieeieeiennne XXX
Income Summary/Purchase .........cccceceeveeneennene XXX
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Consignment Accounts Receivable/Notes Receivable .... XXX
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Bank/Cash (Collected by consignor) ......c..ccccceeeeeueenneene XXX

Consignee ( Collected by Consignee) .........cccceeeevueenneene XXX
Consignment Accounts Receivable...........c.cc........ XXX
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Bad debts/Uncollectible debts ...........cccceeeeerveeenieniennenne. XXX
Consignment Accounts Receivable/Bills Receivable XXX
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CONSIZNMENL ...eeouviiiiiiiiieeriieerieeeite e eiee et esiee e XXX
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Cash/Bank .........cccoceveeeiiniieniieeee e XXX
Notes Payable ........ccccevieviiiiiiiiiiicceeeee XXX
R) XS AWICTS &y
CONSIZNOT ..ottt e XXX
Cash/Bank .........cccoceviieeciiiiiiiiieccieee e XXX
©) ooy Itw fifrw ey
Cash/Bank .........cccccoviiiiiiiieiiiiec e XXX
CONSIZNOT ..ottt XXX
8) &y FHRMTT &=y
CONSIZNOT ..einiiieeiieeiie ettt eite ettt e sree st e steesiteebeeesireens XXX
Commission Revenue ...........ccceeevvevveencveencveennnen. XXX
¢) DU faifes ey
CONSIZNOT ..ottt e XXX
Cash/Bank .........cccoceviieeviiiiiiiieccieee e, XXX
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Cash/Bank .........cccoeviiiiiiiiiiiiiiiieeeceiec e XXX
CONSIZNOT ....ocvviiiiiiiiicc XXX
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q) It R R &y

Consignment Accounts Receivable ..........ccccoceenennennen. XXX
CONSIZNOT ..viiiiieiieeeeiee ettt ettt e e eiee e XXX
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Cash/Bank ........cccccevieniniiniiiiiiceeceeceeeeceeen XXX
Consignment Accounts Receivable ..................... XXX

5) SR 2NSTF Ty
Bad Debts ....cccoooiiiiiiiiiieeee XXX
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Commission REVENUE ........oeueeiiviiiiiiiiieieeeeeeeeeeeiin, XXX
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(b) AT 77 I A9 I0HT &5
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Goods sent on Consignment .........coceeeveeeveeeeenen. XXX
CONSIZNMENLE ...eeesiieiieiieieeie e XXX
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CONSIZNMENE ..c.eeeiiieiieiieie et XXX
Consignment Stock Reserve .........cocceeeevveneenneene XXX
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EXPENSE «..vveeiiieiieeieeeieeeeecec e XXX
8) Bl oy Rereaa ey
Cash/Bank ........cccccevieniniiniiiiiiceeceeceeeeceeen XXX
Accounts Receivable ..........coccoeeniecininiiicnininceee, XXX
CONSIZNOT ...ovieiiiiiieiieiiereeee et XXX
@) MR Gy
CONSIZNOT ..iiniiieeiiieeiie ettt ettt et e beeesaeees XXX
COMMUISSION ..veeereniireeireiireereere et XXX
V) WRIES TG AT Gy
Purchase ......c.cccooeeiiniiiii XXX
CONSIZNOT ..ot XXX
q) I o [FEdiCe BASEe oy
Commission Revenue ........c.cccoeveeveenenincencnenenecnnene XXX
Income Summary ........ccccceeeevienienicnienienieneens XXX
v) DO fifes oy
CONSIZNOT ..ottt e XXX
Cash/Bank .......cccooceeverineeceenienieecieneneeeneees XXX
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Mathematical Problems & its Solutions
@

Q 2 T A
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éé fafes TETRRE @ AT

Mathematical problems & solutions
Example-1: Mr. Zaman, a merchant of Sylhet, sent 500 packets of tea to a merchant in Khulna, named
Mr. Ashim. The purchase price of the tea was Tk. 200 per packet. Mr. Zaman spent Tk. 500 as transport
cost. Ashim sold 300 packets of tea Tk. 275 per packet. Ashim spent Tk. 300 for godown rent. He sent a
cheque to Mr. Zaman after deducting his godown rent and 10% commission.
Required: Show the journal entries, consignment account and consignee account in the books consignor.

Solution:

In the Books of Mr. Zaman
Journal Entries

Date Account Titles and Explanation Ref Dr. (Tk.) | Cr. (Tk.)
Consignment 1,00,000
Goods sent on consignment 1,00,000
(Goods sent for consignment)
Consignment 500
Cash 500
(For transport expenses)
Ashim (300X275) 82,500
Consignment 82,500
(For sold of consignment goods)
Consignment 8,250
Ashim 8,250
(For consignee’s commission)
Consignment 300
Ashim 300
(For expenses paid by consignee)
Stock on consignment (Working-1) 40,200
Consignment 40,200
(For the cost of unsold stock)
Bank 73,950
Ashim 73,950
(For final payment through cheque)
Consignment 13,650
Income summary 13,650
(For consignment profit)
Goods sent on consignment 1,00,000
Income summary 1,00,000
(Balance of goods sent on consignment account transferred)
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Working:
Valuation of unsold stock:
Cost (500-300) x 200 = 40,000
300
Add: Proportionate non-recurring expenses (?TIU X200) =200
Tk. 40,200
Books of Mr. Zaman
Consignment
Accounts Title Tk. Accounts Tittle Tk.
Goods sent on consignment 1,00,000 | Ashim (Sales) 82,500
Cash (Transport expenses) 500 | Stock on consignment (Working-1) 40,200
Ashim (Godown rent) 300
Ashim (Commission) 8,250
Income summary (Profit) 13,650
1,22,700 1,22,700
Mr. Ashim (Consignee)
Accounts Title Tk. Accounts Tittle Tk.
Consignment (Sales) 82,500 | Consignment (Godown Rent) 300
Consignment (Commission) 8,250
Bank (Final payment) 73,950
82,500 82,500

Example-2: Noyon of Chattogram sent 100 machines to Rahman of Sylhet on consignment. Each
machine cost Tk. 4,000. Noyon spent Tk. 8,000 as freight and Tk. 1,000 as insurance. Rahman paid Tk.
3,000 as custom duty and Tk. 500 as dock duties. He also spent Tk. 500 as godown rent and Tk. 1,000 as
selling expenses. 90 machines were sold for Tk. 7,20,000 and 10 machines remained unsold. Rahman is
to receive 5% commission on sales. Rahman sent the amount due to Noyon by bank draft.

Required: Show journal entries in the books of both Noyon and Rahman. Show also the consignment
account in the books of Rahman.

Solution:
In the Books of Noyon
Journal Entries
Date Account Titles and Explanation Ref | Debit (Tk.) | Credit (Tk.)

Consignment 4,00,000

Goods sent on consignment 4,00,000
(Goods sent for consignment)
Consignment 9,000

Cash 9,000
(For freight and insurance expenses), (8,000+1,000)
Rahman 7,20,000

Consignment 7,20,000
(For sale of consigned goods)
Consignment 36,000

Rahman 36,000
(For consignee’s commission)
Consignment 5,000

Rahman 5,000
(For consignee’s expenses), (3,000+500+500+1,000)
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Stock on consignment 41,250
Consignment 41,250
(For unsold stock of consignment) (Working-1)
Bank 6,79,000
Rahman 6,79,000
(For amount due from Rahman received by Bank draft),
(7,20,000-36,000-5,000)
Consignment 3,11,250
Income summary 3,11,250
(For consignment profit)
Goods sent on consignment 4,00,000
Income summary 4,00,000
(Balance of goods sent on consignment account
transferred)
Working: Valuation of unsold stock:
Cost (10x4,000) = 40,000
Add: Proportionate non-recurring expenses( 8’000_‘_1’001%_53’0004_500) xX10 =1,250
Tk. 41,250
In the Books of Rahman
Journal Entries
Date Account Titles and Explanation Ref. | Debit (Tk.) | Credit (Tk.)
Noyon 5,000
Cash 5,000
(For expenses paid on account of the consignment)
Bank 7,20,000
Noyon 7,20,000
(For sales made during the period)
Noyon 36,000
Commission 36,000
(For commission receivable)
Noyon 6,79,000
Bank 6,79,000
(For the balance due sent by a bank draft)
In the Books of Noyon
Consignment
Account Titles Tk. Accounts Tittle Tk.
Goods sent on consignment 4,00,000 | Rahman (Sales) 7,20,000
Cash (Expenses) 9,000 | Stock on consignment 41,250
Rahman (Expenses) 5,000
Rahman (Commission) 36,000
Income summary (Profit) 3,11,250
7,61.250 7.61.250

Example-3: Hasan of Cumilla consigned 100 boxes of goods costing Tk. 30 per box to his agent Rahim
of Barisal to be sold by the latter for a commission of 5% on sales. He paid Tk. 750 as freight and
insurance in sending the goods. The agent sold 80 boxes of Tk. 3,500. He paid Tk. 150 on various
accounts before the goods arrive his godown and Tk. 200 as selling expenses. The agent sent a bank draft
for the amount due from him and informed that owing to the arrival of a substitute product in the market.
The current market price of the goods had come down to Tk. 35 per box.
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Required: Show the journal entries, Consignment A/c and Consignee’s A/c in the books consignor

Solution:
In the Books of Hasan
Journal Entries
Date Account Titles and Explanation Ref. | Debit (Tk.) | Credit (Tk.)
Consignment 3,000
Goods sent on consignment 3,000
(Goods sent for consignment)
Consignment 750
Bank 750
(For consignment expenses)
Rahim 3,500
Consignment 3,500
(For sales proceeds of consignee)
Consignment 175
Rahim 175
(For consignee’s commission)
Consignment 350
Rahim 350
(For expenses paid by consignee), (150+200)
Stock on consignment (Working-1) 665
Consignment 665
(For unsold stock on consignment)
Bank 2,975
Rahim 2,975
(For final remittance)
Income summary 110
Consignment 110
(For loss transferred to income statement)
Goods sent on consignment 3,000
Income summary 3,000
(For close goods sent on consignment account)
Books of Hasan
Consignment
Account Titles Tk. Accounts Tittle Tk.
Goods sent on consignment 3,000 | Rahim (Sales) 3,500
Bank (Expenses) 750 | Stock on consignment (Working-1) 665
Rahim, Expenses 350 Income summary (loss) 110
Commission 175
525
4,275 4,275
Rahim (Consignee)
Account Titles Tk. Accounts Tittle Tk.
Consignment - (Sales) 3,500 | Consignment - Expense 350
Consignment - Commission 175
Bank — balance received 2,975
3,500 3,500
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Working:

Valuation of unsold stock:
Cost price of goods sent
Add: Expenses (750+150)

Tk.

3,000
900

Total Tk. 3,900

3,900
X20)
100
Market price of 20 boxes = (20X 35)
Less: Commission @ 5%

Value of 20 boxes at cost: (

Tk. 780

Tk. 700
_35
TK. 665

fJfa cearT

Note: Here, market price is lower than cost. So, the valuation of unsold stock will be at market price

Example-4: On January 1, 2021 Mirzapur Tea of Chattogram consigned 50 cases of tea to ABC & Co. of
Gazipur. The cost of the consignment amounted to Tk. 3,750 but the goods were charged at pro-forma
invoice price so as to show a profit of 25% on sale. On the same date, consignor paid Tk. 300 for freight.
On 4 January, consignee paid Tk. 500 for clearing charges, Tk. 100 for dock charges and remitted a bank
draft for Tk. 4,000 as an advance. On 1 April, ABC & Co. sold 40 cases of tea for Tk. 5,250 and is
entitled to a commission of 5% on sales.

Required: Show the journal entries in the books of consignor and consignee.

Solution:

In the Books of Mirzapur Tea Company

Journal Entries

Date

Account Titles and Explanation

Ref.

Debit (Tk.)

Credit (Tk.)

2021
Jan. 1

April-1

TG for

Consignment
Goods sent on consignment {3,750 x (100+75)}
(Goods sent for consignment at invoice price)

Consignment
Cash
(Freight paid by consignor.)

Consignment (500 + 100)
ABC & Co
(Expenses paid by consignee)

Bank
ABC & Co
(Bank draft received from consignee.)

ABC & Co
Consignment
(Gross sale proceeds)

Consignment

ABC & Co
(For commission payable)

Goods sent on consignment
Consignment
(Adjustment of profit load) (5,000 x 25%) =1,250

Stock on consignment
Consignment
(For value of unsold stock)

[ =000 X10 = 1,000 200 X 10)] =1,180
I = 9 + — = 9
5, )45 X 10)

5,000

300

600

4,000

5,250

263

1,250

1,180

5,000

300

600

4,000

5,250

263

1,250

1,180
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Consignment

? Stock Reserve

(Adjustment of profit load in closing stock)
[{(5,000 +5) =1,000} X25%]

Cash

? ABC & Co

(Final remittance received from consignee)
Consignment

? Income summary

(Transfer of profit on consignment)

Goods sent on consignment

? Income summary

(To close cost of consigned goods)

250

387

1,267

3,750

Thes feafe

250

387

1,267

3,750

In the Books of ABC & Co
Journal Entries

Date Account Titles and Explanation Ref

Debit(Tk.)

Credit(Tk.)

2021
Jan. 4

Mirzapur Tea Company
Bank
(Advance made to consignor)
Mirzapur Tea Company
Cash
(Expenses incurred on inward consignment)
Bank

Mirzapur Tea Company
(Sale proceeds received)
’ Mirzapur Tea Company
Commission
(Commission earned on sales.)
? Mirzapur Tea Company
Cash
(Final amount remitted.)

4,000

600

5,250

263

387

4,000

600

5,250

263

387

Workings-1 : Calculation of invoice price:

Cost 3,750
Add: 25% on sales 1.e 33.333% on cost 1,250
Invoice price Tk. 5,000
Workings-2 : Final Settlement:

Sale 5,250
Less: Bank draft 4,000

Expenses 600

Commission 263 4,863

Tk. 387
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Example-5: Rasel of Dhaka consigns goods to his agent, Mizan in Khulna amounting to Tk. 25,000.
Rasel pays all outward charges on goods amounting to Tk. 1,500 and draws on Mizan for Tk. 20,000, at
90 days. In due course, an ‘Account Sales’ is received from Mizan showing that the consignment yielded
Tk. 50,000 (gross), from which agent’s expenses amounting to Tk. 1,000 and commission @ 10% and
del-credere commission @ 5% were deducted and a bank draft for the balance due was received along

with account sales.

Required: Show the accounts in the books of consignor and consignee.

Solution:
Books of Rasel
Consignment
Account Titles Tk. Accounts Tittle Tk.
Goods sent on consignment 25,000 | Mizan (Sales) 50,000
Cash —(Outward Charges) 1,500
Mizan —(Expenses) 1,000
Mizan — (Commission) 5,000
Del-credere commission 2,500
Income summary (profit) 15,000
50,000 50,000
Mizan (Consignee)
Account Titles Tk. Accounts Tittle Tk.
Consignment-Sales 50,000 | Bill Receivable 20,000
Consignment (Expense) 1,000
Consignment — Both Commission 7,500
Bank — (Final Settlement) 21,500
50,000 50,000
Goods Sent on Consignment
Account Titles Tk. Accounts Tittle Tk.
Income summary 25,000 | Consignment 25,000
25,000 25,000
Books of Mizan
Consignor (Rasel)
Account Titles Tk. Accounts Tittle Tk.
Bills payable 20,000 | Bank-(Sales) 50,000
Cash —Expenses 1,000
Commission 7,500
Bank — (Final Settlement) 21,500
50,000 50,000
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Example-6: On January 1, 2021 PQR Ltd. Dhaka sent 100 bicycles to XYZ Ltd. of Jashore on
Consignment basis. The cost of each bicycle was Tk. 3,500 but the invoice price was Tk. 4,000 each.
PQR Ltd. paid Tk. 2,500 as freight and insurance.

On January 10, 2021, XYZ Ltd. received the consignment and accepted a bill for Tk. 60,000 for 3
months. On June 30, 2021, XYZ Ltd. sent an account sales showing that 50 bicycles were sold for Tk.
4,000 each and 30 bicycles were sold @ Tk. 4,500. Their expenses were godown rent Tk. 3,000 and

insurance Tk. 1,900. XYZ is entitled to a commission of 6% on sales.
Required: Show accounts in the books of PQR Ltd. under Memorandum Column Method.

Solution:
In the Books of PQR Ltd.
Consignment
Account Titles Ref. Inv9ice Cost Price Account Titles Ref. Inv?ice C(?St
Price Price Price
Goods Sent 4,00,000 | 3,50,000 | XYZ — Sales 3,35,000 | 3,35,000
Bank — Expenses 2,500 2,500 | Inventory unsold 80,500 70,500
XYZ — Expenses 4900 | 4,900 ?L‘CO(:S‘;G Summary 12,000
XYZ- Commission 20,100 20,100 | (Apparent)
Income Summary
(Profit) 28,000
4,27.500 | 4.05.500 4,27.500 | 4,05,500
Goods sent
Account Titles Ref. Inv9ice Cost Price Account Titles Ref. Inv?ice C(?St
Price Price Price
Income Summary 4,00,000 | 3,50,000 | Consignment 4,00,000 | 3,35,000
4,00,000 | 3,50,000 4,00,000 | 3,50,000
Ending Inventory
Account Titles Ref. Inv?lce C(?St Account Titles Ref. Inv?lce C(?St
Price Price Price Price
Consignment 80,500 | 70,500 | Balance c/d 80,500 | 70,500
80,500 | 70,500 80,500 | 70,500
Balance B/d 80,500 | 70,500
Workings: Calculation of ending inventory:
Invoice Price Cost Price
Value of goods 20 bicycle 80,000 70,000
Add: Proportionate Non-recurring expenses [(2500/100) x 20] 500 500
Value of closing stock 80,500 70,500
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BT SRR FI? @ (AMBIRTAT BTE< FP9 | What is consignment? Mention its features.
BIETIf SRR (RLTIR F? What are the advantages of consignment?
by SRR 8 RGEE W4y o4 AFPR F1? What are the main differences between

consignment and sale?

@y @t F? @9 GG TYET T | What is an Account Sale? Show a specimen of it.

Jfe qed IOET I PRI IREIE SR[fFe A4 IOd [EHRE =F? What is del-credre
commission? How is unsold stock valued in consignment?

Mr. Ruman, a merchant of Sylhet, sent 500 packets of tea to a merchant in Khulna, named Karim.
The purchase price of the tea was Tk. 220 per packet. Mr. Ruman Spent Tk. 600 as transport cost.
Karim sold 300 packets of tea Tk. 280 per packet. Karim spent Tk. 300 for godown rent. He sent a
cheque to Mr. Ruman after deducting his godown rent and 10% commission.

Required: Show the journal entries, Consignment account and Consignee account in the books
consignor.

Habib of Chattogram sent 100 chairs to Khaled of Sylhet on consignment. Each chair cost Tk. 4,000.
Habib spent Tk. 8,000 as freight and Tk. 1,000 as insurance. Khaled paid Tk. 3,000 as custom duty
and Tk. 500 as dock charge. He also spent Tk. 500 as godown rent and Tk. 1,000 as selling
expenses. 90 chairs were sold for Tk. 7,50,000 and 10 Chairs remained unsold. Khaled is to receive
5% commission on sales. Khaled sent the amount due to Habib by bank.

Required: Show the journal entries in the books of both Habib and Khaled. Prepare consignment
account in the books of Khaled.

On January 1, 2021 Kazi Tea of Chattogram consigned 60 cases of tea to ABC & Co. of Gazipur.
The cost of the consignment amounted to Tk. 4,000 but the goods were charged at pro-forma invoice
price so as to show a profit of 20% on sale. On the same date, consignor paid Tk. 350 for freight. On
4 January, consignee paid Tk. 400 for clearing charges, Tk. 150 for dock charges and remitted a
bank draft for Tk. 4,000 as an advance. On 1 April, ABC & Co. sold 50 cases of tea for Tk. 5,500
and is entitled to a commission of 5% on sales.

Required: Show the journal entries in the books of consignor and consignee.

On January 1, 2021 Surma Ltd. of Dhaka sent 100 Cases of Soap to Nishan Ltd. of of Jashore on
Consignment basis. The cost of each Cases of Soap was Tk. 3,600 but the invoice price was Tk.
4,000 each. Surma Ltd. paid Tk. 2,600 as freight and insurance. On January 10, 2021, Nishan Ltd.
received the consignment and accepted a bill for Tk. 60,000 for 3 months.

On June 30, 2021, Nishan Ltd. sent an account sales showing that 50 Cases of Soap were, sold for
Tk. 4,000 each and 30 Cases of Soap were sold @ Tk. 4,600. Their expenses were godown rent Tk.
3,200 and insurance Tk. 2,000. Nishan Ltd. is entitled to a commission of 5% of sales.

Required: Show the accounts in the books of Surma Ltd. under Memorandum Column Method.



