UNIT 2:  INTRODUCTION TO BRANCH LECTURE SHEET

Question 1

The following data concerns CWL Paints Ltd., located in Brown’s Town, St. Ann and its branch located in Morant Bay, St. Thomas for the year ended 31 December 2003. This is the first year of trading.

Capital sent to branch (funds)



$   400,000

Goods sent to branch at cost

 

$2,700,000

Branch profit for the year



$   980,000

Remittances to head office by branch


$   560,000

Remittances received by head office from branch
$   480,000

Goods received by branch at cost 


$2,350,000

Goods returned by branch



$     40,000

Required:

Prepare the current accounts in the ledgers of head office and the branch.

Question 2

Holden Ltd., is a Fashion Store with its head office located in Kingston, but it also has a

branch located in May Pen, Clarendon.  On 12 January 2005 the head office sent

$696,000 worth of goods at cost plus profit of 20% to the branch.  At the end of the

financial year (31 December 2005) 40 % of the stock remained unsold.

Required:

What is the provision for unrealized profit required by the head office at 31 December 2005?

Question 3

Glorax Ltd., is a wholesaler of liquid paint with its head office in Green Island, Hanover. 

It has a branch in Savlamar, Westmoreland.  It is the policy of the company to send goods

to the branch at cost plus profit of 15%.  The financial year of the company ends 31

March.

On 1 April 2005, the company sent goods to the branch.  These goods cost the head office $230,000.  At 31 March 2006 80% of the stock was sold.

Required:

What is the provision for unrealized profit required at year end in the books of the head office?

Question 4

The following data concerns the Black River Branch of Cornwall Cement Enterprise. 

The head office of the company is located in Montego Bay, St. James and goods are sent

to the branch at cost plus 12%.

Year 

Inventory on hand at year end at cost plus 12%

2002
$201,600

2003
$  67,200

2004
$134,400

Required:

Prepare the following accounts and extracts for the three year period

a) The Provision for unrealized profit account

b) The Income Statement extracts

c) The Balance Sheet extracts
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