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12.0 OBJECTIVES 

After studying this unit you should Ibe able to: 

* explain the meaning of invoice price mind t l ~e  reasons for consigning goods at invoice 
price 

compute cost price and invoice price in different situations 

explaili the meaning sf loading and pass necessary entries for its adjustment in 
consignment account 

* prepare books of the consignor and the consignee based on invoice price 

12.1 INTRODUCTION 

In Unig 10 and 11 you have learnt about the recording of tranqactions relating to 
consignments in books of both the consignor and the consignee. You know that the goods 
sent on consignment are recorded in Consignment Accaunt at cost price. Sometimes, the 
consignor does not want to reveal the cost of goods to the consignee and, therefore, invoices 
the goods at a price which is higher than the cost price. Such price is known as 'invoice 
price' and thc difference between the invoice price and the cost price is called 'loading'. In 
such a situation, the entry for goods sent on consignment is also recorded at the invoice price 
which would need an adjustment for loading at the time of computing the profit on consignment. 
In this unit you will lean1 how Consignment Account is prepared when the goods are consigned 
at invoice price and how thenecessary adjustments are made at the time of working out the profit 
on consignment. You will also learn how the invoice price is calculated when the loading is 
given in the foml of a perceritage at the cost price or the invoice price. 

12.2 CONCEPTS OF' INVOICE - PRICE . 

In Unit 11 you learnt that when the consignor sends goods on consignment to the Consignee, 
he records it in his books at cost and the same is reflected in the proforma invoice. 
Sometirnes, the consignor does not want the consignee to know the actual cost of goods sent 
to him, in that case he would consigne the goods at a price other than the cost price. Such , 
price would generally be higher than the cost, It is called the invoice price. In other words 
the invoice price is equal to the cost price plus a certain amount of profit. 

Apart from the intention of not revealing the cost of goods to the consignee there are a number 
of other reasons why the consignor consignes the goods at invoice price. These are the: 



i) The consignee will not be able to assess the profit earned on consignment alld therefore 
may not demand a higher commission. 

ii) If the consignee knows about the actual cost of goods he may resort to some dishonest 
practices such as buying goods for himself at a lower price and then selling them at a 
higher price in the market. 

iii) It would give a fair idea to the consignee of the minimum price at which he is to sell the 
goods. 

You should note that invoice price is not the same thing as selling price. The invoice price is 
the price at which the consignor sends the goods to the consignee, whereas the selling price 
is the price at which the consignee sells the goods to the customers. Let us take an example 
in order to clearly understand the difference between the three prices i.e., the cost price, the 
invoice price and the selling price. Supposc Gopal consigns goods worth Rs. 15,000 to his 
agent Ashok at an invoice price of Rs. 18,000. Ashok sells the goods at Rs. 20,000. In this 
example the cost price (CP) of the goods is Rs. 15,000, the invoice price (IP) of the goods is 
Rs. 18,000, and the selling price (SP) of the goods Rs. 20,000. 

You will observe that the IP is higher than CP whereas SP is higher than the CP as well as 
the IP, and that the SP and the IP are not the same. If, howevyr, the Consignor directs the 
consignee to sell the goods at invoice price itself, then the SPand the IP will be the same. 

312.3 CALCULATION OF C8ST PRICE AND INVOICE 
PRICE 

You know the relationship between the invoice price (IP) the cost price (CP) and the profit. 
This can be expressed in the form of an equation as follows. 

IP = CP + Profit 

With the help of the above equation, you can find out the missing figure i.e., if any two 
figures are given the third one can be worked out. For example, if the CP is given as Rs. 150 
and the profit as Rs. 50, the invoice price will be 

IP = CP +Profit 
= 150+50 
= Rs. 200 

Similarly, if invoice price and profit are given as Rs. 200 and Ks. 50 respectively, the cost 
price will be 

IP = CP + Profit 
200= CP+50 
CP = 200.-50 

= Rs. 150 

In the above examples, the profit is given as an absolute figure. But, in many cases the profit 
may be given in the form of a percentage either on cost price or on invoice price. In that 
case, the calculation of missing price may become difficult. Of course, if the percentage of 
profit is based on the price, the figure of which is given, you may not face much problem. 
But if the percentage of profit is based on the price, the figure of which is not given, you 
may find it difficult to work out the profit and so also the missing price. Let us take different 
situations where the profit is given in the form of a percentage and we have to work out the 
missing price. These situations are : 

1 CP is given and Profit is given as a percentage of CP, you have-to work out IP 
2 CP is given and Profit is given as a percentage of IP, you have to work out IP 
3 IP is given and Profit is given as a percentage of IP, you have to work out CP 
4 IP is given and Profit is given as a percentage of CP, you have to work out CP 

Let us take them one by one and find out the missing figure with the help of examples. 

1 CP is given and the profit is given as a percentage on CP 
Suppose the CP of a product is Rs. 200 which is invoiced at 20% profit on cost. The IP 
will be calculated as follows. 

IP = CP+ Profit 
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IP = 200 + 40 
IP = Rs. 240 

2 CP is given and the profit is given as percentage on IP 
Suppose CP of a product is  Rs. 200 which is invoiced a t  20% profit on 1P. IP will be 
calculated as follows. 

Let us assume that the IP is X 
IP = CP + Proiit 

So the 1P is Rs. 250 and the Profit is Rs. 50. Now you can verify that the profit is 20% on 
invoice Price. 

Profit = 20 of IP 
100 

= Rs. 50 

3 IP is given and the profit is given as percentage of IP : Suppose the IP of a product is 
Rs. 500 and Profit is 25% on IP. The missing figure i.e., the CP is worked out as 
follows. 

IP= CP + Profit 

25 500=CP+ - x 500 
100 

500 = CP + 125 
CP = 500 - 125 
CP = Rs. 375 

4 IP is given and the profit is given as a percentage of CP: Suppose the IP is Rs. 600 
and Profit is 20% on CP,thea CP wY1 be calculated as follows. 

Let us assume CP to be X 

IP = CP t Profit 

1 OOX + 20x 
600= 

X = Rs. 500 

So the CP is Rs. 500 and Profit is Rs. 100. Now you can verify that the profit is 
20% on cost. 

20 
Profit = - x CP 

, 100 

= Rs. 100 



12.4 LOADING 
--l_-___l_- - _ 

You know that the invoice price is obtained by adding a certain amount of profit to the cost 
price. The ~tniount of profit which is added to thc cost in order to arrive at the invoice price 
is called loading. In other words, loading is the difference bctween the invoice price and the 
cost price 

Loading = IP - CP 

For exatnple, if the invoice price is Rs. 10,000 and the cost price is Rs. 7,500, the iinlount of 
loadirtg will be 

Loading =1P - CP or Number of units x (IP per unit - CP per unit) 
= 10,000 -- 7,500 
= Ks. 2,500. 

If the invoice price or the cost price is given and the profit (luading) is given in the f o m ~  oi'a 
percentage either on IP or CP, tlie loading can be svol-ked out directly in the same manner as 
we worked out the IP or CP in the examples under sub-section 12.3. 

12.4.2 Items which lnvslve Loading 

Loading is usually involved in all such items which are recorded at the invoice: price in the 
Collsigrlrnent Account. Thcse items are: 

1 Opening Stock 
2 Goods Sent on Consignment 
3 Goods Returned by the Consignee 
4 Closing Stock. 

You have to compute the loading in respect of all the ibove items and make necessary 
adjustments it1 books of the consignor. 

12.4.3 Adjustment of Loading 

You know the profit is the difference, between selling price and cost price. 1n.Consignment 
Account prepared earlier, the goods sent on consignment ilnd the other related items were 
shown at cost. Hence you had no problem in computing the profit. But, when the goods sent 
on consignment and other related itenis are shown in the Consignment Account at invoice 
price, it bzconles nrcessilry to acljust the loading in the Consignment Account so as to hrir~g 
down the invoice price to the level of cost. If such adjustment is not done, the profit figure 
will be incorrect. There is also a possibility that the Consignment Account shows loss 
bccause the difference between the selling price and the invoice price is generally srnall 
which cannot cover all expenses. Look at figure 12.1 and see the difference between the 
actual profit and the profit without adjustment. The profit thus calculated will be the 
difference betwcen sales and invoice price. 

Rs.- 
Cost pricc ' 15,0001 

Invoice Price 18,OUd Rs. J.OMI Laaiing 
sale price ~o,(x)o RL 2,000 Profit Without 1 Re. 5,000 Actual Profit 

From Figure 12.1 it is clear that if no adjustment is made the profit will be Rs. 2,000 
whereas the actual profit is Rs. 5,000 Therefore, in order to calculate the actual profit earned 
on any consignment all the items shown at invoice price are to be brought down to the level 
of cost by adj

u

sting the amount of loading on each of them. Let us now take the items 
illvolvillg loading one by one and see how the necessary adjustments are made. 

I Opening Stock : Opening stock is always shown on the debit side of Consignment 
Account, rn case the stock is shown at invoice price, the difference between the invoice 
price and the cost price or the stock will he shown on the credit side of the Consignment 
Account bv   as sine the following iournal entn7. 
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Stock Reserve A/c - Dr 
To Consignment Alc 

(Being unloading on opening stock) 

2 Goods Sent on Consignment : Goods sent on Coilsignment are shown on the debit side 
of Consignment Account. In order to nullify the effect of invoice price, the difference 
between the invoice price and the cost price in respect of goods sent on consignment 
will be shown on the credit side of the Consignment Account by passing the following 
journal entry. 

Goods Sent on Consignment A/c Dr. 
To Consignment Alc 

(Being unloading on goods sent on consignment) 

3 Goods Returned by the consignee : As the return of goods is shown on the credit side 
of Consignment Account, the adjustment for the loading will be made on the debit side 
of consignment Account with the help of the following journal entry 

Consignment A/c 
To Cloods Sent on Consignment Alc 

(Being loading on goods returned) 

Dr. 

4 Closing Stock : Since closing stock is shown on the credit side of Consignment 
Account, the adjustment for the loading will be made on the debit side with the help of 
the following journal entry. 

Consignment A/c 
To Stock Reserve 

(Being unloading on closing stock) 

Dr. 

Thus you wiIl observe that the adjustment entry for Ioading in the Consignment Account is  
made on the opposite side of the original entry. For example the closing stock is shown on 
the credit side of the Consignment Account whereas its adjustment is shown on the debit 
side of the Consignment Account. This is how the effect of loading in Consignment Account 
is mutralised and the invoice price is brought down to the cost level. You should remember 
that the adjustment for loading is to be made in the books of the Consignor only. The 
consignee does not record any entries for the items involving loading. ~herefoie no 
adjustment is needed in his books. 

. - - *-..- 

- 

Check Your Progress A 

1 Indicate whether the following statements are True or False. 

i) Consignor always consigns goods at invoice price . . . . . . . . . . . . . . . . .  : . . . .  
ii) Sending goods at invoice price shalI result in less 

profit in the Consignment Account, if no adjustment 
is made for the loading. ....................... 

iii) Invoice price is always equal to selling price. ...................... 
iv) Consignor consigns the goods at invoice price to 

...................... conceal the actual profit earned on consignment. 
V) Loading on closing stock will be nullified by debiting 

Stock Reserve Account and crediting Closing Stock 
Account. . . . . . . . . . . . . . . . . . . . . . .  

vi) All the entries of adjustment for loading are recorded 
in the books of consignee. ...................... 

3 Name the items thlit involve loading. . 



4 Mrork out the following problems : Consignm 

i) Cost price of a fan is Rs. 500 and loading is Rs. 100. What is' the invoice price. . . 
1 

ii) Cost price of a watch is Rs. 150. It is consigned at 333% above cost. Find out 
the invoice price. 

iii) Cost price of a bicycle is Rs. 500. It is invoiced at a profit of 20% on invoice price. 
What is the invoice price? 

iv) A ceiling fan is consigned at an invoice price of Rs. 250. Invoice price is cost plus a 
profit of 10% on the invoice price. What is the cost price. 

V )  Invoice price of a chair is Rs. 300 which is 20% above cost. Find out its cost price. 

5 Find out the loading in the fallowing cases : 

i) Goods costing Rs. 1,800 are invoiced at Rs. 2,200. 

ii) Cost price Rs. 600 invoiced at a profit of 20% above cost 
iii) Cost price is Rs. 600 invoiced at a profit of 20% on invoice price. 

iv) Invoice price is Rs. 600 involving profit of 20% on invoice price. 
V) Invoice price is Rs. 600 involving profit of 20% above cost. 

I'b.5 ACCOUNTWG FOR GOODS SENT AT INVOICE 
PRICE 

You tiave learnt about the concept of invoice price, the calculation of loading involved and 
the adjustment entries to be passed in respect of all items involving loading. As for the 
recording of transactions for goods consigned at invoice price, the treatment in books of the 
consignee is not affected at all. Even in the books of the consignor all entries remain the 
same. But, the amounts with which the four items involving loading (opening stock, goods 
sent on consignment, goods returned by the consignee, and closing stock) will reflect the 
invoice price. Then, at the time of working out the profit on consignment, you will have to 
pass the necessary adjustment entries for the loading involved in respect of all the four item 
as stated earlier. Look at illustrations 1 to 4 and see.how various consignment transactions 
have been recorded when goods are invoiced at the invoice price. 

Ages Cycle Co., Delhi sent 100 bicycles on January 1,1987 to Murugan Enterprises, 
Madras. Tile cost of each bicycle was Rs. 500 and it was invoiced at Rs. 600. Ages Cycle 
Co. incu'med Rs. 2,000 on freight and insurance and received Rs. 30,000 as advance from t 

Murugan'Enterprises. Murugan Enterprises paid Rs. 1,000 as octroi and carriage, Rs. 800 as 
rent and Rs. 600 as insurance. By June 30, 1987 they had sold 100 bicycles for Rs. 62,500. 
Murugan Enterprises are entitled to a co~nmission @ 10% on the proforma invoice price and 
20% of any surplus realised over and above the invoice price. Murugan Enjerprises remitted 
the amount due from them by a bank draft. 

Yc~u are required to prepare ledger accounts in the books of both parties 

Sol~\rtion : 
Books of Ages Cycle Co. 

, Consignment to Madras Account . 
Dr. Cr. 

6 iF- imlsrs  

1987 
Jan. 1 

" 1 
" 30 

" 30 

" 30 

Amount 

Rs. 
60,000 

2.000.' 
2#00 

6,500 

1,600 

72,500 

To Goods Sent on 
Consignment A/c (IP) 

To Bank (Expenses) 
To Murugan Enterprises 

(Consignee's expenses) 
To Murugan Enterprises 

(Commission) 
To Profit & Loss A/c 

(Profit transferred) 

--- 
Particulars 

By Murugan Enterprises 
(Snles) 

By Goods Send on 
Consignment A/c 
(Loading) 

i 

Date 

1987 
Jan.30 

" 30 

Amount 

Rs. 
62,500 

10,000 

72,500 
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19x7 
Jan.30 

. .. - - - -- Cr. 

To Corisignnielii 
to Madras hlc (Sales) (Aclvance) 

By Consignrne?t 6.500 
to Madras A/c (Co~n.)  

By Bank A/c 23.600 
(Bnlnncel 

C;nods Sent on Consignment Account 

19x7 
June 30 To Consignment to 

Madras Alc (Loading) 
To Trading Alc 50,000 

60,000 -- 

Ry Consignment 
to Madras A/c (IP) 

Rs. I OU.UO0 

Books of Murugan Enterprises 

Dr. Ages Cycle Cu. Account Cr. 

19R7 
Jan. I ToBank A/c 

(Advance) 
" I To Bank A/c 

(Expenses) 
June 30 To Commission A/c 
" 30 ToBank A/c 

(Balance) 

Rs. 
30,000 

2,400 

6,500 
23,600 

62,500 

By Bank A/c 
(Sales) 

, . 

Rs. 
62.500 

Commission Accou~~t  

'ro Profit and Loss A/c By Ages Cycle Co. 

Working Notes 

1 Loadinglon Goods Sent on Consignment 
Total cost of I00 bicycles (500 x 100) 

. Total Invoice price of 100 bicycles (600 x 100) 
Loading involved (IP-CP) 

2 Commission Rs. 
10% on Profo~ma Invoice Price of Rs. 60,000 6,000 
20% on Surplus realised (Rs. 2,500) 500 

.- 

6,500 

3 Since there are no opening and closing stocks and the goods returned,by the consignee, 
the ad.justment for loading has been made only in respect of the goods sent on 
consignment. 

Raj Traders of Ludhiana consigned LOO computers costing Rs. 20,000 each to Bal~adur of 
Gauhati at 10% above cost. Raj Traders i'ncurred Rs. 500 for packing and other charges dn 
each computer. The consignee received the consignment by paying Rs. 1,500 for railway 
charges, Rs. 1,300 for 'insurance and Rs. 200 for carriage. He submitted an Account Sales as 
follows: 



20 Computers sold at Rs. 25,000,each for cash 
,SO Co~nputers sold on credit at Rs. 30,000 each 
, 10 takCn for his own stock at Rs. 25,000 each 

Consignee remitted the balance after deducting his cornmission at 10% on sales. Assuming 
that original entries are made at invoice price ind consignment stock is valued at invoice 
price, write necessary accounts in the books of Kaj Traders. 

Solution: 
Rooks of Ra,j l'riclers 

Cot~signment to <;allhati Account 

Dr. Cr. 

'TO Goods Sent on 
Consignment Alc (1P) 

To Ball k Alc 
(Consignor's expenses) 

To Bahadur 
(Consignee's expenses) 

To Bahndur (Commission) 
To Stock Reserve Alc 

(Loading on closing stock) 
'I'o Profit & Loss A/c 

(Profit transferred) 

Amnunt 

Rs, 

Particulars 

By Bahadur 
(Sales) 

By Consignment Stock A/c 
, , (1P) 

By Goods Sent'on 
Consignment A/c 
'Loading on goods sent) 

Goods sent  on Consignment Account 

Bahadur of Gnuhnti Account 

T; Consignment A/c (Loading) 
To Trading A/c 

To Consignment ,A/c 
(Sales proceeds) 

Rs. 
By Consignment Alc (1P) 

22.00.000 

Rs. . 1 wrn 
Rs. 

22,50,000 

I 1 By Balance cld , ,20,22,0Oo 

By Consighment Alc 
(Expenses) 

By Consignment Alc 
(Commission) 

Stack Reserve Account 

To Balance c/d ~ o n s i g n l ~ ~ c n t  Ak 
(Loading) - 

Working Notes 

1 Calculation of Invoice Price per computer 
Cost price of each computer Rs. 20,000 
Invoice price 10% above the cost price 

Invoice price = Cost price +. 10% of cost price 

20,000 c 10' x 20,000 
100 

= 20,000 + 2000 

t = R ~ . 2 2 , 0 0 0  ' 

Consignntent Accounts I11 



Consignment nnd 2. CaSculntion of cbslrag stock While calculating closing stock proportionate nun-recurring 
Joint Velitasre expenses are added, as you learrit in the previous unit. 

R s. 
Total invoice price of 20 coriiputers 4,40,000 

(R; 22,000 x 20) 
Add: proportionate non-recu~ririg expenses by the 

Consigrior 50,000 
Consignee 3,000 

53,000 

proportionate expenses (Rs. 53,000 x 20/100) 

3 CalcuPation of loading : 
Invoicc price per computer 
Cost price per computer 

Loading (IP-CI') per computer 2,000 -- 
a) Totat loading on goods sent on co~~signment of 10Uconipaters (2,000 x 100) = Rs. 2,U0,000 

b) Totill loading on clovi~ig :;tach of 20 computel.s-(200 x 20) - Rq. 40,000 

Ram Das of Hytleiabad consigned goods costingeRs. 72,000 to Pl.ilI<il~h of Cochin at a pro-. 
fornia invoice price which is cost plut; a profit of 116th on invoice price. The consignor paid 
Rs, 1,800 as insurance and other charges. Pr'akash received the goods and paid Rs. 3,000 for 
freight arid otller charges. He was alloweti 3% cnlnmission on gross sales. Three fourths of 

I the goods were sold at 3-?+ profit on cost, half of which were creclit sales. Half of the 
balance was stolen, but the stock being insured, a claim was lodged for Rs. 8,000 ti~ntl was 
settled for Rs. 7,000. Balance of stock was v;ilued at proforrrla invoice price. Write up the 
Consignment arid the Abnormal Loss Accounts. 

Soiution : 

Dr. C r. 
-- - -- - . - - - ~ --- .. .- 

Partlfulnrs I'articulars Amount - - .- -- 
Rs. Ks. 

To Goods Senr on Ry Prnkahli (Sales1 72,000 
Consignment A/c 

To Prilkasll (Cornmission 
on Sales) 

To Stock Reserve A/c 

To Bank A/c (Consignor's 
exper~seb) 

7'0 P1eka5h [Freight and 
oltfcr charges) 

stock) 
To Protit Sr LOSS AIL' 12,240 

(Profit transferred) 
1,07,400 

- 1:: 

1,800 

3 (I(M . 
By Abnornlal Loss A/c 

By Consignmerlt Stock A/c 
(Unsold stock) 

To Goods Sent on 
Consigq~nenl A/c 
(I.oading) 

Abnormal Loss Account 
- -- 

By Bank Afc 
(Insurance) 

By Profit & L,oss A k  2.600 
(Balance ti-amferred) 

--- ------ 

To Consignment to 
Cochin Afc 

. .. 

Rs. 

, 9.600 

9,600 



Working Notes 

1 El~rvoice Price of alne Goods Sent: 
Cost price (CP) of the iioods: It;. 72,000 

YP= CP+ Profit 
Let 1P be X . 

1 X .; 7?,000+ --X 
6 

6 X - 72,000 >( -- = Rs. 86.~1.100 
5 

2 Sale of prim of 314 a l  the gwds: (+th of ,tie goods sold at ii profit uf 33f %oli cost * ) 
CP of 314th goods (72,000 x 314) = R:,. 54,000 

I I 3,000 
Add 33.1i.9S1 of cost UL prolit :. Rs. --- 

7?. 000 

Sales = Rs, 72,000 

3 . Value of closing stock: 
Invoice Prince of Good!,; Consigned Bs. 216.:100 

- - -. . . .. . . - - .- .. . 
1P of s~uck left urlsoPd (86,400 x 1/14) Rs. 21,600 
Less IP of the goods a lost in rransit 

(2 1,600 x 112) RS, I i ) , i ~ ~ o  - . . - -. - - -. -. -. 

IP of stock with the cornsignet: after the loss 
(2 1,600 - 10,800) . Ks. 10.800 

Add propnr~ionale cspcnses 
(118 x 4.800) 

Value. ot'closirrg t,tock - 1 1,400 - -. . 

4 Cost of c';a,ords Lost (Abnnsrrmisl Loss) Ciooda lost is half of tlae goods unsold i.e., 
112 x I/ 4 - 118th of go~~iis  consigrlcd 
CP of nbn~onnnl loss 0,000 
(118 :.( 72,000) 

Add proportionate nun-lecurrirlg ertpi!nses fiOD 

(118 x 4,800) 

9,600 Cost of Abnorolnl Loss 

5 Loading on Closing Stock : 
Ks. 

10,800 
9,000 

Vtnna Bros, of Bonbbay consigned goods :it the invc~icc price oi' Us. 2,00,(H)O which is 25% 
above cost price, lo their agent Kabir Apency. Ahrrred:~b;d. The consignor ~ncurred Rs. 
5,000 for carriage and freight and Rs. 3,500 for insurance. V c ~ ~ n a  Buos. received Rs. 25,UQO 
3s advaricc against the consignment. 

The consignee is allowed 3% corrimissiotl on all sales. Any @ads takcr~ by the consignee 
himself or lost through consignee's negligence shall he valucd at cost plus 12&7barid na 
domrnission would be illlowed on them. 'The consig~~ee solti 415th of the gooti;ctrnsigned for 
Rs. 1,40,000. Goods of the in voice price of Rs. 10,000 were taken by the consignee and the 
reniaiallug goods were lust Ll~rough his negligence. Thc cotlsignce piid Rs. 2,500 fo r  
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advertisement and selling expenses. Prepare necessary accounts in the.books df the ,- . . . 

,consignor. 

Solution: 
. Consignmen; to Ahmedabad Account 

Dr. 

Particulars Par t icuirrs  - 

T o  Goods Sent on 1,00,000 By Kabir Agency 
Consignment A/c (Sales) 

8.500 By Kab~r  Agency 
To Bank A/c (Expenses) 
T o  K ~ b i r  Agency 2.500 

Kabir's Account 

(Consignee's expenses) 
T o  Kabir Agency , 

(Commission) 
To Profil.& Loss Alc 

(Profit transferred) 

-- 
By B; I I I~  A/c (Advr~nce) 25.000 

T o  Co~~signmenl  lo By Conbignment lo 
. Al~nied;ibad A k  (Sales) Ahmedabad .Nc (Expenses) 2,500 

To Consignment lo 
Ahiimeduhiid (\/c 

To Consign~nrnl lo ' 

Ahmedabid Alc (Balunce) 

4,200 

62,800 

By Kabir Agency 
(Stock lost). 

By Goods sent on Consignment A/c 
(Loading) 

By Consignnient to 
Ahrnedaba$'A/c (Commission) 

Working ~ d t e s  

I Calculation of CP of Goods Corlsigned IPof the Goods Sent is Rs. 1,00,000 which is 25% 

9,000 

20,000 

4>200 

By Balance cld . 
, 

t 

<above cost. 

1,26,300 . 

1 , 5 x , w  

The CP shall be calculated as follows~ 

IP = CP + P (25% on CP) 

Let CP be X 

5X = 1,00,00nx 4 
1,00,ooox 4 

X =  
5 

X = 80,000 
. CP= Rs. 80,000 

2 Value of goods taken by the consignee 
IP of goods taken.? Rs. 10,000 

CP of goods taken 
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;These are to be valucd at cost plus 12q% on cost. Hence, it? vdue will be 

'3 Value of goods lost due to Consignee's negligence It  will be worked in the same manner 
as the value of goods taken by the consignee. 

.. ~ . . . ~~.~ 

12.6 LET U S  SUM UP 
-- ~ . -  . ..-- .- 

Sometimes, in order to conceal the actual profit earned on consignment the consignor 
invoices the goods to the consignee at a price which is higher than the cost. This is called 
invoice price (ITJ). The difference between the'invoice price (IP) and the cost price'(CP) is 
callebloading. This affects four items shown in the Consignment Account viz, (i)  goods sent 
cln consignment (ii) goods returned by the consignee (iii) opening consignment stock, and 
(iv) closing consignment stock. In order to work out the actual profit, the effect of loading 
rtrl dll these items has to be nullified, otherwise the Consignment Account will show profit 
LV ,;ch is less than the profit actually earned. 

I !g ?ing can be four~d out b) subtracting CP from IP. The calcularion of loading is simplc 
,V IYI  both CP and 11' are given. But i t  needs special i~ttention when the loading is given as a 
p centage of CP or IP and only the figure of IP or CP is given. In such a situation, the 
fornlula IP =: CP-!-P is used for the calculation of loading or the cost price, invoice price 

.whichever is not given. For the adjustment of loading involved in different items, we haye to 
, pass the necessary journal entries in the books of tl~c consignor. tlowcver, the hooks of the 

consignee are not affected by loading because his books do nyt  include any entry in respect 
of the four items involved. 

12.7 KEY WORDS 

Invoice Price  he price at which the consignor invoices the &ods to theconsignce. I t  is usually 
higher than cost. 

Loading: Difference between the invoice price and the cost price. 
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rl2.9 ANSWERS $0 CHECK YOUR PROGRESS 

1 i) Fnlse ii) True iii) False iv) True v) False vi) False . 
2 Difference between IP and CP 

3 L) goods sent on consignment 
ii) goods returned by the consignee 
iii) opening consignment stock * 

iv) (closing consignment stock 

, 4  i )  Rs. 600 
ii) Rs. 200 



111) Ks. 625 
iv) Ks. 225 
v) Rs. 250 

5 i )  Rs. 400 
ii) Rs. 120 
i ~ i )  Us. 150 
iv) Us. 120 
v) Rs. 100 

12.110 TERMINAL QUESTIONSIEWERCISES 

Questions 
1 What do you understand by invoice price'? Give reasons for consigning the goods iit the 

invoice price. 
2 What is loading? How do you cornpute it? Give examples. 

3 Name items which are I-ecordcd at the invoice price in the Consignment Acct~unt. Give 
journal entries passed for the adjustnlent of loading in respect of eac,h item. 

Exercises 
1 Vijay &Cot of ~ol l la~urconsi~ned 2,000 bicycles on July 18.1988 tq~l-&~dl~arjlbf ~ a d r a s  

I for sale on the following conditions. 
a) Cycles lnay be sold at invoice price or above. 

1 
b) Chaudhari is entitled to a cornmission of 7 q% on invoice price of goods sold and 

20% on any excess over the invoice price. 
1 

The cost of each cycle was Rs. 300 and it was ~nvoiced at cost plus 33.50/0 at cost. Vijay 
& Co. incurred Rs. 20,000 on frei ht and insurance. Chaudllari received the g 
consignment on July 14, and accepted a 3 months bill drawn on him by Vijay & Co. for 
Rs. 2,00,000. Chaudllari paid Rs. 8,000 as custom duty and Rs. 5,000 as insurance and 
rent for the godown. They sold 1,600 cycles at Rs. 500 each; Give ledger acco~ults as 
theyawould appear in the books of Vijay & Co. and Chaudhari. 

(Answer: Profit Rs. 2,12,600; Stock at invoice price Rs. 1,65,600 Amount due from Shri 
Cllnudhary Rs. 5,07,000) 

On June 10,1987, Raj & Co. of Bombay consigned 100 cases of Red Wine to Singham 
Bros. of Ceylon.The cost of the corlsignmer~t amounted to Rs. 7,500 but the goods were 

.charged at profomla invoice price so as to show a profit of 25% on invoice price. On the 
same date, the consignors paid Ks. 600 for freight and insuranke. On July 1, the 
coilsignees paid Rs. 1,000 for import duty, Rs. 200 for dock dues, and remitted a bank 
draft for Ks. 4,000 as an advance against the consignment. On July 15, they sold 80 
cases for Rs. 10,500. Singham Bros. ark entitled to a comlnission of 5% on gross 
proceeds of sales as their remuneration. Sllow the entries in the books of the consignor 
and the consignee, nssuming that the consignee has remitted the balance due from them 
by draft. 

(Answer : Profit Rs. 2,535; Value of stock Rs. 2,360) 

3 ~ o d i  Textiles, Delhi consigned to Vinod*Entcrprises, ~alcut ta  100 cotton bales. The 
invoice price of each bale was Rs. 1,500 which ipcludes 20% profit on invoice price. 
The consignor paid Rs. 2,500 for insurance and Rs. 4,000 for carriage and freight. The 
consignee received cotton bales and sold 75 bales for cash and realised Rs. 1,12,500. He 
incurred Rs. 1,800 on godown rent and was allowed 10% conlmission on sales. 5 cotton 
bales were spoiled i n  godhwn and they are to be valued at SO%'depreciation. Show 
Consignment Account in the books of Modi Textiles. 

Hint: The damaged goods are also to be incliided in stock alid they will be valued at 50% 
of the invoice price and the proportionate expenses. 

(Answers: Profit Rs. 14 12; Value of stock Rs. 352 12 (including Rs. 3,912 for damaged 
goods); A~nount due from the consignee Rs. 99,450) 

4 0 1 1  Jar~uary 1, 1988 the Consignment to Ceylon A/c in the books of Unique Clock 
l kke r s  showed n debit balance clSKs. 3,750. This is represented by the invoice value qf 
50 clocks which i:i ?.i';L ailiova cost. I 



On January 7, they sent another consigfiment of 2,500 clocks at the invoice price of Rs. 
75 each which was 25% above cost. They paid Rs. 1,000 for packing, Rs. 5h0 for 
insurance and Rs. 3,000 for carriage an,d freight. Rama watch Co., the consignee 
received the clocks on January 21 and paid Rs. 3;000 for custom duty, cleqring, etc. 
They also sent a bank draft for 50% of the invclice price of the goods received. On June 
15, they returned 50 clocks which were found drfective. 

By December 3 1, 1988 they sold the opening stock of 50 clocks at Rs. 85 each on credit 
and 2,400 clocks of the new consignment at Rs. 90 each. Their expenses were: 
advertising Rs. 2,000 salaries Rs. 2,000 and servi\:e charges Rs. 250. 

The consignee is entitled to a commission of 8% on sales. The consignee could not 
recover Rs. 250 on account of credit s.ales. Show the necessary ledger accounts i n  the 
books of both the parties. 

(Answer: Profit Rs. 43,780; Value of closillg stock Rs. 3,900; Amount due from 
consignees Rs. 1,O 1,630) 

5 A of Agra consigned 100 units of a commodity to D of Delhi. The goods were invoiced 
at Rs. 150 per unit so as to yield a profit 50% on cost. A incurred Rs. 1,000 on freight 
and insurance D incurred Rs. 500 on freight and Rs. 800 on rent. Before December 3 I ,  
1988 he sold 50 units for cash at Rs. 160 per unit and 20 units on credit for Rs. 175 per 
unit. He retained his commissions at 5% and I % del credre on all sales and remitted the 
balance on December 31, 1988. D noticed that l O units were damaged on account of 
bad packing and could sell them only for Rs. 80 per unit. A debtor for Rs. 1,000 to . 

whom'goods were sold on credit became insolvent and only 50 paise in a rupee co~lld be 
recovered. Prepare necessary ledger accounts in the books of A, and D. 

(Answer: Profit Rs. 1,960; Abnormal Loss Rs. '398; Value of stock Rs. 3,300) 

Consignment Accounts I11 

Note: These questions will help you to understand the unit better. Try to write answers 
for them. But do not submit your answers to the IJniversity. These are for your 

----- -.------- -- J 


