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Departmental Accounting Overview

? Separate Accounts
®

Maintains distinct fimancial records
for each department

TUTIOr/S

O Revenue Recording

n /E"--7II Tracks income generated by each
department
- ©
el
' ©

Expense Tracking

Monitors costs incurred by each
department

zn0ll
£75

Evaluates the financial success of
each department

Performance Evaluation

Assesses the overall effectiveness

| Profitability Analysis
| of each department
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LLSTFTTITIONS

*To ascertain department-wise profitability

*To control expenses

*To aid managerial decision-making

*To evaluate performance of managers

*To calculate correct commission or incentives

*To assist in pricing decisions
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LS TTONS

The common bases include:

1. Floor Area (Square Meters / Square Feet) Number of
Employees
Used to allocate rent, lighting, repairs, Used forvages, tf Jgting separe, and
weirtare, Canteen Egg T Ij?[]'rE'CiHJ['CII'I of
. g TORT expenses, and a : buildings
depreciation of buildings, etc. supervision s s

2. Sales Turnover .,n“"ﬁnﬂ

Used to apportion selling and distribution

expenses such as advertising, sales salaries,

{. L T I
sdales lurnover

COmmISSIOn Used to apportion

selling and distribution
expenses such as

3. Number of Employees or Labour Hours advertising and sales

salaries.

Used for wages, staff welfare, canteen expenses,

supervision, etc.

19-01-2026 Functional Accounting S.Meenakshi, Assistant Professor B.Com.IT 4/7



LLSTFTTITIONS

“+ Accurate Measurement of Performance — Shows strengths and weaknesses of each

department.

4

®

* Improved Cost Control — Helps trace cost overruns and reduce waste.

®

4

®

»» Better Decision Making — Provides data for expansion, discontinuation, or improvement.
*» Facilitates Budgeting — Each department can prepare realistic budgets based on past

performance.

4

“* Responsibility Accounting — Helps assess managerial performance of each department.
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Disadvantages of Departmental Accounting

TUTIONS

Detailed record-keeping and continuous

Time- ming monitoring

Separate books, staff time, software, and

Costly to maintain auditing

Apportionment may not always be scientific
or accurate

Difficulty in allocation
of common expenses

ility of inter-

11!
(o]
N
'
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Departments may argue over expense
allocation or revenue recognition

MNeed for skilled
personnel

Requires trained accountants for accuracy
in departmental reports
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LLSTFTTITIONS

THANK YOU
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