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Business Administration Discipline



LECTURE 14: Consignment Accounts
Answer 1

(i) Boxer Company's Ledger

Goods on consignment

	
	
	
	20X1
	
	$

	
	
	
	1 July
	Consignment to Rings
	6,000

	
	
	
	
	
	


Consignment

	20X1
	
	$
	20X1
	
	$

	1 July
	Goods on consignment
	6,000
	30 Sept
	Rings: Sales
	8,100

	
	Bank:
Insurance
	600
	
	Stock c/d 
	

	
	
Transport
	700
	
	(6,000+600+700+200+300)
	

	30 Sept
	Rings:
Insurance
	200
	
	 x (1,200-900)
	1,950

	
	
Delivery
	50
	
	        1,200
	

	
	
Storage
	300
	
	
	

	
	
Commission 


(8% x $8,100)
	648
	
	
	

	
	Profit and Loss
	  1,552
	
	
	   

	
	
	10,050
	
	
	10,050

	20X1
	
	
	
	
	

	1 Oct
	Stock c/d
	1,950
	
	
	


Rings (Consignee)

	20X1
	
	$
	20X1
	
	$

	30 Sept
	Consignment: Sales
	8,100
	30 Sept
	Consignment:
	

	
	
	
	
	
Insurance
	200

	
	
	
	
	
Storage
	300

	
	
	
	
	
Delivery
	50

	
	
	
	
	
Commission
	648

	
	
	
	30 Sept
	Bank: Settlement
	6,902

	
	
	8,100
	
	
	8,100

	
	
	
	
	
	


Bank

	20X1
	
	$
	20X1
	
	$

	30 Sept
	Rings: Settlement
	6,902
	30 Sept
	Consignment:
Insurance
	600

	
	
	
	
	

Transport
	700

	
	
	
	
	
	


(ii)
Rings’ Ledger
Boxer Company (Consignor)

	20X1
	
	$
	20X1
	
	$

	30 Sept
	Bank:
Insurance
	200
	30 Sept
	Bank: Sales
	8,100

	
	
Delivery
	50
	
	
	

	
	
Storage
	300
	
	
	

	
	Commission Earned
	648
	
	
	

	
	Bank: Settlement
	6,902
	
	
	

	
	
	8,100
	
	
	8,100

	
	
	
	
	
	


Bank

	20X1
	
	$
	20X1
	
	$

	30 Sept
	Boxer Company: Sales
	8,100
	30 Sept
	Boxer Company:
	

	
	
	
	
	
Insurance
	200

	
	
	
	
	
Delivery
	50

	
	
	
	
	
Storage
	300

	
	
	
	
	Boxer Co.: Settlement
	6,902

	
	
	
	
	
	


Commission Earned

	
	
	
	20X1
	
	$

	
	
	
	30 Sept
	Boxer Company
	648

	
	
	
	
	
	


Answer 2

Tai Fai Company’s Books

Consignment to Kiwi

	20x7
	$
	20x7
	$

	3 Apr
Goods on consignment
	3,000
	31 Jul
Kiwi: Sales
	3,500

	Bank:
Carriage
	147
	
Stock c/d 
	

	

Insurance
	93
	
(3,000+147+93+240+186) x  (20 / 120)
	611

	31 Jul
Kiwi:
Freight ($2 x120)
	240
	
	

	

Import Charges
	186
	
	

	

Commission 


(5%x$3,500)
	175
	
	

	31 Jul
P&L:
Profit on 


consignment
	270
	
	   

	
	4,111
	
	4,111

	
	
	
	


Kiwi

	20x7
	$
	20x7
	$

	31 Jul
Consignment: Sales
	3,500
	31 Jul
Consignment:
	

	
	
	


Freight
	240

	
	
	


Import Charges
	186

	
	
	


Commission
	175

	
	
	31 Jul
Bank: Settlement
	2,899

	
	3,500
	
	3,500

	
	
	
	







Goods sent on consignment

	
	
	20X7
	$

	
	
	3 Apr
Consignment to Kiwi
	

	
	
	


(120 x 25)
	3,000


Answer 3
(a) Meigs' Books
(i)



     Goods sent on consignment

	
	
	20X5
	$

	
	
	Consignment to Wax
	

	
	
	
(1,000 x $25)
	25,000

	
	
	
	


(ii)




Consignment to Wax

	20X5
	$
	20X5
	$

	31 Mar
 Goods on consignment
	25,000
	31 Mar
Wax: Sales
	33,950

	
Bank: Carriage, etc.
	3,000
	
Bank: Insurance
	520

	
Wax:
Distribution 
	970
	

Stock c/d
	

	

Warehousing 
	1,960
	
($25 + $3,000/1,000+$2) x 10
	300

	

Commission
	1,358
	
	

	
P&L:
Profit on 


consignment
	2,482
	
	   

	
	34,770
	
	34,770


(iii)




Wax (Consignee)

	20x5
	$
	20x5
	$

	31 Mar
 Consignment: Sales
	33,950
	31 Mar
Consignment:
	

	
	
	

     Distribution expenses
	970

	
	
	

     Warehousing charges
	1,960

	
	
	

      Commission
	1,358

	
	
	

Bank: Remittance
	29,000

	
	
	
Balance c/d
	662

	
	33,950
	
	33,950


(b) Wax Books
(i)




Meigs (Consignor)

	20X5
	$
	20X5
	$

	31 Mar
Bank:
Remittance
	29,000
	31 Mar  Bank:
Sales
	33,950

	
Bank:
Distribution 

	970
	
	

	


Warehousing

	1,960
	
	

	

Commission receivable
	1,358
	
	

	
Balance c/d
	662
	
	

	
	33,950
	
	33,950


(ii)




Commission receivable

	
	
	20X5
	$

	
	
	31 Mar   Meigs
	1,358


Answer 4

(a) Tommy's books

Consignment to Billy

	20X6
	
	$
	20X6
	
	$

	1 Jan
	Goods on consignment
	120,000
	31 Mar
	Bank: Insurance claim
	

	
	Bank:
Insurance
	5,000
	
	
($1,200 x 5)
	6,000

	
	
Freight charges
	8,500
	
	Consignee: Sales
	100,000

	31 Mar
	Consignee - Billy:
	
	
	
 
	

	
	
Customs
	8,500
	
	Stock c/d*
	64,575

	
	
Handling charges
	1,000
	
	
	

	
	
Selling expenses
	10,000
	
	
	

	
	
Commission
	2,000
	
	
	

	31 Mar
	Profit and Loss: 

  Profit on consignment
	15,575
	
	
	   

	
	
	170,575
	
	
	170,575

	
	
	
	
	
	


* Stock at 31 March 20X6

= 45 / 100 x (120,000 + 5,000 + 8,500) + 45 / 95 x (8,500 +1,000) = 64,575
(b)

Consignee - Billy

	20X6
	
	$
	20X6
	
	$

	31 Mar
	Consignment: 
	
	31 Mar
	Consignment:
	

	
	
Sales 
	100,000
	
	
Customs 
	8,500

	
	
	
	
	
Handling charges
	1,000

	
	
	
	
	
Selling expenses
	10,000

	
	
	
	
	
Commission
	2,000

	
	
	
	31 Mar
	Bank
	78,500

	
	
	100,000
	
	
	100,000

	
	
	
	
	
	


(c)

Goods on consignment

	
	
	
	20X6
	
	$

	
	
	
	1 Jan
	Consignment ($1,200 x 100)
	120,000

	
	
	
	
	
	


Answer 5

(a) Good Win Ltd's books

(i)

Consignment to Advent Company Acccount

	20X8
	
	$
	20X6
	
	$

	1 Oct
	Goods on consignment
	200,000
	1 Jan
	Bank: Insurance claim
	1,200

	
	Bank:
(Carriage, Freight, Insurance etc)
	5,000
	
	
	

	20x9
	
	
	30 Sep
	Advent Company: Sales
	285,000

	30 Sep
	Advent Company:
	
	
	
 
	

	
	
Distribution exp.
	9,500
	
	Stock c/d*
	8,200

	
	
Import charges
	1,900
	
	
	

	
	
Commission
	14,250
	
	
	

	
	
	
	
	
	

	30 Sep
	Profit and Loss: 

  Profit on consignment
	63,750
	
	
	   

	
	
	294,400
	
	
	294,400

	
	
	
	
	
	


* Stock at 30 sep 20x9
	
	
	$

	Craft product, cost per unit
	
	100.00

	Add: Attributed cost per unit :
	Carriage, freight, insurance ($5,000/2,000)
	2.50

	Total cost per unit
	
	102.50

	Closing stock 
	(2,000-20-1,900) units x $102.50)
	8,200.00


(ii)

Advent Company Current Account

	20X9
	
	$
	20X9
	
	$

	30 Sep
	Consignment to Advent Company: Sales
	285,000
	31 Aug
	Bank
	150,000

	
	
	
	30 Sep
	Consignment to Advent Company:
	

	
	
	
	
	
Distribution exp.
	9,500

	
	
	
	
	
Import charges
	1,900

	
	
	
	
	
Commission
	14,250

	
	
	_______
	30 Sep
	Bal c/d
	109,350

	
	
	285,000
	
	
	285,000

	
	
	
	
	
	


(iii)

Goods on Consignment Account

	20x9
	
	$
	20X8
	
	$

	30 Sep
	Transfer to Trading account
	200,000
	1 Oct
	Consignment 
	200,000

	
	
	
	
	
	


(b) (i) 
Consignment means goods sold through an agent who takes on the responsibility to sell goods, collect debts and store goods on behalf of the owner (i.e. consignor). In return, the agent earns commission. Consignment of goods to an agent (i.e. consignee) does not constitute a sale by the consignor, merely a transfer of location of the goods concerned. Goods on consignment never belongs to the consignee, they are owned by the consignor until sold.

(ii) Goods on sale or return means goods transferred from the supplier to the purchaser, they belong to the supplier until they are sold. In other words, the purchaser can return any unsold goods to the supplier at their discretion. This means that the unsold goods do not belong to the purchaser but to the supplier. Therefore, unsold goods kept by the purchaser should not be included in his closing stock.

(c) 
In a consignment sale, the consignor usually bears the risk of bad debts. However, if both the consignor and the consignee agree, the consignor can shift the bad debt risk to the consignee by paying extra commission to the consignee. This extra commission is known as del credere commission.
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