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Accounting Procedures of Branch Transactions
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Mathematical Problems and Solutions
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Example 01: Rahnuma Limited, Dhaka, opened a branch at Cumilla. Goods sent to branch are
invoiced at cost price. Following transactions occurred during the year 2020;

Taka
Goods sent to Cumilla branch 70,000
Cash sent to branch for :
Rent 6,000
Salaries & wages 10,000
Other expenses 4,000
20,000
Cash received from Cumilla branch 1,00,000
Stocks at the end of 2020 9,000
Petty cash at the end of 2020 1,000

Prepare necessary journal entries and ledger accounts in the Head Office book in connections
with the branch transactions.

Solution:
In the book of Rahnuma Ltd., Dhaka
Journal Entries
Date Account titles and explanation Ref. | Debit Credit
(Tk.) (Tk.)
2020 | Cumilla branch 70,000
? Goods sent to branch 70,000
(Being goods send to branch during the year at cost price)
Cumilla branch 20,000
Bank 20,000
(To receive the amount sent to the branch for meeting
expenses)
Bank 1,00,00

BTG =7 BT 303
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Date Account titles and explanation Ref. | Debit Credit
(Tk.) (Tk.)
Cumilla branch 0 | 1,00,000
(To record the amount received from the branch for it's sales)
Stock at Cumilla branch 9,000
Petty cash at Cumilla branch 1,000
Cumilla branch 10,000
(To record the branch stock and cash on 31° December, 2020)
Cumilla branch 20,000
General income statement 20,000
(Being the profit on branch transferred to general income
statement)
In the Book of Rahnuma Ltd., Dhaka
Cumilla Branch Account
Dr. Cr.
Account titles Tk. Account titles Tk.
Goods sent to branch 70,000 | Bank 1,00,000
Bank 20,000 | Stock at Cumilla branch 9,000
Profit (Transferred to general P/L A/c or, Petty cash at Cumilla 1,000
income statement) 20,000
1,10,000 1,10,000

Example 02: Surma Ltd. ofGazipur has a branch at Noakhali. Goods are sent to branch at cost

price. Following are the transactions occurred during the year 2020. Prepare journal entries and

necessary ledger accounts in the Head Office books for the transactions occurred in branch.

Goods sent to Noakhali branch
Cash sent for expenses :

Rent

Salary

Utilities
Cash sent to head office (for sale)
Stocks at the end of 2020
Petty cash at the end of 2020

Tk.
50,000

8,000
10,000
5,000
90,000
15,000
7,000

3TfT =y
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Solution:
In the book of Surma Ltd. Gazipur
Journal Entries
Date Account titles and explanation Ref. | DebitTk | Credit Tk
2020 | Noakhali branch 50,000
? Goods sent to branch 50,000
(To record goods sent to branch at cost price)
Noakhali branch 23,000
Bank 23,000
(To record cash expenses)
Bank 90,000
Noakhali branch 90,000
(To record cash received from branch)
Stock at Noakhali branch 15,000
Petty cash at Noakhali branch 7,000
Noakhali branch 22,000
(To record the stock and petty cash at the end of the year)
Noakhali branch 39,000
Income statement 39,000
(To record the branch profit transferred to income statement)
In the book of Surma Ltd. Gazipur
Dr. Noakhali Branch Account Cr.
Date Accounts titles Ref. Tk. Date Accounts titles Ref. Tk.
Goods sent to branch 50,000 Bank 90,000
Bank 23,000 Stock at Noakhali branch 15,000
Profit (Transferred to Petty cash at Noakhali 7,000
income statement) 39,000 branch
1,12,000 1,12,000
Goods sent to Noakhali Branch Account
Dr. Cr.
Date Accounts titles Ref. | Tk. Date | Accounts titles Ref. | Tk.
Purchase A/C 50,000 Noakhali branch 50,000
50,000 50,000
Noakhali Branch Stock Account
Dr. Cr.
Date Accounts titles Ref. Tk. Date Accounts titles Ref. Tk.
Noakhali branch 15,000 Balance C/d 15,000
15,000 15,000
Petty Cash Account
Dr. Cr.
Date Accounts titles Ref. Tk. Date Accounts titles Ref. Tk.
Noakhali branch 7,000 Balance C/d 7,000
7,000 7,000
BTG = Bl 508
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Alternatively: In the book of Surma Ltd. Gazipur
Noakhali Branch Account
Date Accounts titles Ref. Dr. Cr. Balance
Dr. Cr.
2020 Goods sent to branch 50,000 50,000
?? Bank (For expenses) :
Rent 8,000
Salary 10,000
Utilities 5,000 73,000
Bank (Sale) 90,000 17,000
Branch stock 15,000 32,000
Branch petty cash 7,000 39,000
Income statement 39,000

Example 03 :Jhuma Ltd. opened a branch at Khulna that will sell goods at cash or credit. The

Head Office sends goods to the branch at cost. Following are the details:

Opening inventory of goods 10,000
Opening debtors 20,000
Opening petty cash 2,000
Goods sent to branch 1,00,000
Goods returned from branch 5,000
Cash sent to branch for expenses :
Salaries 15,000
Rent 5,000
Others 3,000
Cash sales 70,000
Credit sales 90,000
Received the remittance from branch 80,000
Closing inventory of goods 15,000
Closing debtors 25,000
Closing petty cash 1,500
Prepare branch account in the books of Head Office.
Solution:
In the books of Jhuma Ltd.
Khulna Branch Account
Dr. Cr.
Accounts titles Tk. Accounts titles Tk.
Stock at the beginning 10,000 | Goods sent to branch (returns) 5,000
Debtors at the beginning 20,000 | Bank (Cash sales) 70,000
Petty cash at the beginning 2,000 | Bank (Collection from debtors)
Goods sent to branch 1,00,000 | (20,000+90,000-25,000) 85,000
Bank (For expenses) Stocks at the end 15,000
Salaries 15,000 | Debtors at the end 25,000
Rent 5,000 | Petty cash at the end 1,500
Others 3,000
General Income Statement (Profit transferred) 46,500
2,01,500 2,01,500
BT = BT So¢
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Example 04 : Janata Stores of Dhaka opened a branch at Cumilla. From the following particulars
for the year ending December 31, 2020, ascertain the profit earned there:

Tk.
Goods sent to branch 50,000
Cash sales 20,000
Credit sales 45,000
Cash received from debtors 30,000
Goods returned by customers 1,000
Discount allowed to customers 1,500
Cash sent to branch for expenses 10,000
Stocks on 31.12.2020 20,000
Dr. Memorandum Debtors Account (For calculation of closing debtors) Cr.
Account titles Tk Account titles Tk
Credit sales 45,000 | Cash received from debtors 30,000
Return from customers 1,000
Discount allowed 1,500
Balance c/d (Closing debtors, balancing figure) 12,500
45,000 45,000
In the book of Janata Stores of Dhaka
Dr. Cumilla Branch Account Cr.
Date Account titles Tk Date Account titles Tk
2020 | Goods sent to Branch 50,000 {2020 | Bank:
Dec31 | Bank 10,000 [Dec.31 | Cash sales 20,000
(For expenses) CollectionFrom debtors 30,000 50,000
Profit transferred to general Branch debtors 12,500
income statement 22,500 Branch stock 20,000
82,500 82,500

Example 05:Following particulars are taken from the Jeba Limited, the Head Office, which invoiced
goods to its branch at cost.

Particulars Tk.
Cash at Bank (01.01.2020) 500
Branch debtors (01.01.2020) 3,000
Stock at branch (01.01.2020) 3,000
Goods sent to branch 30,000
Goods return by branch 1,000
Expenses paid by Head Office 2,000
Cash sales 20,000
Credit sales 16,000
Remittance by branch 30,000
Discount to debtors 1,500
Returns from customers 2,500
Cash at branch (31.12.2020) 300
Stock at branch (31.12.2020) 9,000

Requirements:Prepare necessary accounts under stock and debtors method in the book of the
Jeba Ltd.

BTG = BT Yob
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Solution:

Workings:

Remittance to Head Office
Add: Cash at branch (31.12.2020)
Cash sales

Less: 20,000

Cash at Branch on 01.01.2020 500

Cash received from debtors

Tk. 30,000
300
30,300

(20,500)
9,800

In the book of Head Office Jeba Ltd.

fJfa cearT

Dr. Branch Stock Account Cr.
Particulars Tk. Particulars Tk.
Balance b/d 3,000 | Goods sent to branch 1,000
Goods sent to branch 30,000 | Branch debtors (credit sales) 16,000
Branch debtors 2,500 | Bank ( cash sales) 20,000
(return by customer) Balance c/d 9,000
Gross profit transferred to branch
P/L account 10,500
Total 46,000 | Total 46,000
In the books of Head Office Jeba Ltd.
Dr. Branch debtors Account Cr.
Particulars Tk. Particulars Tk.
Balance b/d 3,000 | Bank (cash received) 9,800
Branch stock(credit sales) 16,000 | Branch stock(return from customer) 2,500
Branch expenses(discount) 1,500
Balance c/d (balancing figure) 5,200
Total 19,000 | Total 19,000
In the book of Head Office Jeba Ltd.
Dr. Branch ExpensesAccount Cr.
Particulars Tk. Particulars Tk.
Bank account 2,000 | Balance transferred to branch
Branch debtors 1,500 | Profit & loss account 3,500
Total 3,500 | Total 3,500
20 = BT yoq
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In the books of Head Office Jeba Ltd.
Dr. Branch Profit and Loss Account Cr.
Particulars Tk. Particulars Tk.
Branch expenses 3,500 | Gross profit transferred from
Net profit transfer to general branch stocks 10,500
profit and loss account 7,000
Total 10,500 | Total 10,500
In the book of Head Office Jeba Ltd.
Dr. Goods Sent to Branch Account Cr.
Particulars Tk. Particulars Tk.
Branch stocks 1,000 | Branch stocks 30,000
Balance transferred to trading
or Purchase account 29,000
Total 30,000 | Total 30,000
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S| T @%ﬁﬁwﬁ@l@r? (What is meant by branch organization?)

Q| =T fZITT e *rar foNtRE SrwretEt o3 | (What is branch account? Write the objectives of
branch account)

© | @ M T 2 @ft Freig WS&’_@ 2A?(What is inter-branch transaction? How it is
treated in accounts?)

8 | WW’{[&I&W@TW |(Describe the advantagesof branch account.)

@ | *ITT feItaR SRffdeTRAear S+ I(Describe the disadvantages of branch accounting.)

b | 1T AfSPita @fafere Stgra F I(Mention the types of branch organization.)

q | *MT S TR “@fe  Fr2(What are the procedures of branch accounting?)

b | Jeba Ltd sends goods to its Pabna branch office at cost. Branch office sells goods in cash and
on account. Branch expenses are directly met by the Head Office. From the following
information, prepare necessary ledger accounts in the book of Head Office.

Tk.
Goods invoiced from Head Office 30,000
Beginning inventories 4,000
Cash sales 10,000
Discount allowed 250
Return from customers 500
Salaries and wages expenses 1200
Goods return to Head Office 1,000
Credit sales 11,000
Beginning account receivables 3,800
Uncollectible expenses 400
Rent and rates expenses 200
Miscellaneous expenses 250
Ending inventories 5,000

& | Padma Ltd. opened a branch at Feni. The following transactionsoccurred during 2020.

Particulars Tk.

Goods sent to Feni branch 40,000
Goods returned by branch 1,000
Cheques sent to the branch for expenses :

Salaries 3,000

Rent 2,000

Petty cash expenses 300

Utilities expenses 500 5,800
Amount received from branch 37,000
Stocks(31.12.2020) 3,000
Debtors (31.12.2020) 12,000

Requirements : Prepare journal entries for the above transactions in the book of Padma Ltd.



o | Alpha Ltd. in Dhaka had a branch at Noakhali. Goods are sent at branch at cost price.
Following are the transactions occurred during the year 2020. Prepare journal entries and
necessary ledger accounts in the head office book for the transactions occurred in branch.

Tk.

Goods sent to Noakhali branch 30,000
Cash sent for expenses :

Rent 8,000

Salaries & wages 12,000

Utilities 5,000

Cash sent to Head Office (for sale) 95,000

Stocks at the end of 2020 12,000

Petty cash at the end of 2020 1,000

55 | Following particulars are taken from the Mousumi Limited, the Head Office, which invoiced
goods to its branch at cost.

Tk.
Branch debtors (01.01.2020) 3,000
Stocks at branch (01.01.2020) 2,000
Cash at Bank (01.01.2020) 1,000
Goods sent to branch 30,000
Goods return by branch 1,000
Expenses paid by Head Office 2,000
Cash sales 20,000
Credit sales 15,000
Remittance by branch 30,000
Discount to debtors 1,500
Returns from customers 2,500
Cash at branch (31.12.2020) 300
Stock at branch (31.12.2020) 6,000

Requirements : Prepare necessary accounts under stock and debtors method in the book of the
Mousumi Ltd.



