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Under this method, the head office supplies goods to branch at cost
plus wholesale profit, which is equal to wholesale price . The branches
sell these goods to customers at retail price

In such case, head office is interested in knowing the additional
profit Which has been earned by branch. The additional profit is

difference between retail price and wholesale price
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# The real cost of branch is wholesale price so closing stock at branch
Has to be valued at wholesale price.

But in the books of head office it would be necessary to create a
stock reserve on opening stock and closing stock. The amount of stock
reserve will be equal to difference between wholesale price and cost
to HO.

Stock reserve will be transferred in the head office, P&l account
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* Tndependont Bramacin

Branch is considered as independent if it maintains its own set of

books of accounts
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® Foreqn Bramen (On(q Indefendew Braunelr) — A2 1)
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MEabuq

A branch outside the home country Where the head office is situated
is kKnown as foreign branch. Since the accounts of foreign branch Are
maintained in foreign currency They have to be translated Into the

home currency of head office.

Jota ots (Tuio) = (032 wronyhue
Sctir Sale .
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Ini'egral Forelgn opera’rlon is a operation Where the activities are an

integral part of the head office

The business of IFO is carried on as if it were an extension of head
office operations

Example, head office exports goods to the foreign branch And foreign
branch remits proceeds to head office
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N
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3] Non Inteqrat Foriqn operation ( NIFO)

NIFO is a foreign operation That is not an integral for an operation.

The business of NIFO is carried on in substantially independent way
by manufacturing own goods, accumulating cash , incurring own
expenses , generating income And arranging borrowing in its local
currency

NIFO may also enter into transactions With head office to some
extent
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