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Accounting Simplified

G. W. Greenwood

Treasurer, United Refractories Co., Dunbar, Pa.

OR A LONG TIME Brick and
Clay Record has been looking
for the right man to handle the
subject of accounting in a manner
that would meet the highly diver-
sified interests of our readers. It
has been our opinion for some time,
that a system of simplified account-
ing ought to be practical-—one that

would be basic in character and
adaptable to all classes of clay

ware manufacture and all sizes of
plants—a.- system that would be as

comprehensive as a plant desired

but not so involved that it neces-
sitated continual expert counsel
with an accompanying great ex-
pense for every new problem that
came up. We were told that this
was impracticable.

We did not give up hope of dis-
covering such a system, however,
and when G. W. Greenwood,
treasurer, United Refractories Co.,

Dunbar, Pa., outlined to Brick and
Clay Record his new system, we
knew that our search for a simple
and practical system was at an end.
Believing that it would be a real
service to the clay industry, Brick
and Clay Record published the
system first in the journal and
later collected the articles in pam-
phlet form,

The system outlined in the follow-
ing pages is truly a simplified sys-
tem. -It can be operated by an
ordinary bookkeeper and will re-
quire less of his time than other
more cumbersome systems.

If you are looking for a bookkeep-
ing system that presents a minimum
of difficulties and at the same time
gives a maximum of information,
Mr. Greenwood’s system will do
that for you. ‘

Published by
BRICK AND CLAY RECORD

Chicago, I
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Introducing “Accounting Simplified’’

IN PRESENTING to the readers of
Brick and Clay Record the series of
articles which were promised some
time ago on Accounting Simplified by
G. W. Greenwood, it is done with the
confidence and faith that the system
is the best that is available to the clay
products industry. Many offers of ar-
ticles have been received by Brick and
Clay Record from industrial engineers,
certified public accountants and others
who claim to have short-cut and effi-
cient systems. Some of these offers
were from men who have had con-
siderable experience in the clay prod-
ucts industry. But all were rejected in
favor of Mr. Greenwood’s system.

In judging any accounting system,
these vital features must be given con-
sideration: Is it written from the stand-
point of the clay products manufacturer
or is it general? Does the system
permit accounting to be carried on to
any desired completeness with the
minimum of labor, time and cost?
Must “expert” aid at $25 or more a
day be necessary to install a simplified
(?) system? These and other ques-
tions were considered in making the
choice of the author and we are proud

.to say he stands highest of all other prospective contributors.

Mr. Greenwood at an early age commenced working at
the office of a brick plant. A few years later without much
pre.hmmary training, he applied for admission to Oxford
University, England. After four years of study he received
the Degree of B. A. from that ancient and well known institu-
tion, with a First Class in their Honor School of Mathematics,
followed later with a degree of M. A. While an under-
graduate, Mr. Greenwood was invited to a meeting of the
Oxford Mathematical Society composed of professors and
fellows of the University, to read a paper on some original
research matter along mathematical lines. This was before
the days of Rhodes’ Scholarships, and Americans were a
rarity at Oxford.

For one-half dozen years following graduation, Mr. Green-‘

G. W. GREENWOOD

wood was in charge of College
courses in mathematics and astronomy,
making frequent contributions to
mathematical journals. His solutions
to problems were characterized by
brevity and simplicity.

Later, Mr. Greenwood returned to
the brick industry, filling successively
positions as author, auditor, secretary,
treasurer, and manager. During this
period he was a regular contributor
to magazines dealing with better ac- *
counting methods and cost records. He
is now giving all of his time to account-
ing, specializing in simplified systems
such as those to be described in the
series that is here published. His busi-
ness experience and mathematical
training has uniquely qualified Mr.
Greenwood in accounting simplification.

One of the persons in the clay in-
dustry that Mr. Greenwood has coun-
selled on accounting methods and
whom we asked for a frank opinion
of Mr. Greenwood’s ability to write a
series of articles on Accounting Sim-
plified, is E. F. Myers, president and
" treasurer of the Ironton Fire Brick Co.
He said, ‘“We are sure that these
articles will prove intensely interesting

to those interested in accounting because Mr. Greenwood

is not only thoroly conversant with the subject, but can
express himself and bring out the salient points as few men
can.

“We have adopted some of his suggestions and methods
in our accounting which have resulted in a material saving
of labor as well as having given us the desired information
in a more satisfactory manner.

“We feel sure that there is no other series of articles that
you could run in your paper that will be more interesting:
or prove more beneficial to clay products manufacturers,
than those which you contemplate on Accounting Simplified
by Mr. Greenwood.”

Questions will gladly be answered so far as is practical and
discussion is invited by the author.

e e R



Accounting

Simplified

Detailed Description of a System of Accounting
Which Supplies All Information Desired at the
Least Expenditure of Time, Labor and Money

G. W. Greenwood

Treasurer, United Refractories Co., Dunbar, Pa.

Chapter I. ——INTRODUCTION

MANY a practical business man, when an accounting system
is mentioned, has visions of a complicated, unintelligible
array of forms, which simply add to the expense of the
business but which do not bring in any additional income,
~or aid in-its management; he is apt to regard the work of
accountants as similar to the feat ascribed by the darkey
preacher to Moses—“He led his people into the wilderness,
and left them there!”—

These impressions are unfortunately many times well
founded.

The object of this series of articles is to outline a rnethod
of accounting.which gives to the management all informa-
_tion required concerning the business, but without wasting
time, money and effort in collecting information which is
not desired and which may not be used; and at the same
time to furnish the required information by methods simpler,
clearer and with less expenditure of time and money than
are involved in the system of bookkeeping which they may
be using at the present time.

A Tried and Tested Method

The methods to be described are not mere recent experi-
ments, but have been used for years, under conditions cal-
culated to put the acid test on any plan of keeping books;
with suitable modifications it has been used in different
lines of business, with uniform success; and the claims here
made are based on these varied applications.

Where there is a double entry system in use at present
(and a single entry set of books is of too little value to be
classed as a system), it is the belief of the writer that the
plans to be described will

(a) furnish all information given by the system in use
at present, but with less work and consequently at a
less expense; or

(b) give more information at no greater expenditure of
time and money; or

(c) afford any additional information des1red at the least
possible cost.

The system applies equally well, w1th necessary minor
changes, to a factory making any line of goods, to a general
store, in fact to any business which does, or should, keep
books.

System Adaptable to Any Plants

It has been used by a factory with one plant, and by
another with several different operations; it is in use where
the operating expenses are distributed among a few different
classes, and again where the distributions cover hundreds
of different items; where the firms handle a single com-
modity, such as common red brick, and where the sales are
divided into a score of distinct lines.

It simplifies the posting of ledgers, cutting down this
work from ten to fully fifty per cent.; postings are made to
the general ledger from a single source, instead of from many
sources; and the number of accounts carried in the general

ledger is greatly reduced, without sacrificing any desired
information; in fact, with an increase in the information over
that obtained by customary methods.

Advantages of the System

It makes easier the taking off of trial balances; it sets
forth in clearer form the current operating, administrative and
selling expenses so that one can readily see the total charges
for the month, and for previous months; he can see the sep-
arate individual items which make up the monthly charges
and can compare any single item of expense with the charge
for previous months. For instance, he can compare his tele-
phone expense for a month with those for preceding months.
In one case-where the system has been in use for years, it is
possible just by running one’s eye along a single horizontal
line, to trace the rise and fall of any single item of expense
listed—salaries, office expense, repairs, and so forth—thruout
these years.

It makes it possible to get out monthly financial and oper-

- ating statements more promptly; for example, in one case

where a commodity is bought and sold in car load lots (but
which is not handled by the company so there are no inven-
tories to deal with), it is possible to have these enlightening
statements on the first day of the following month provided

all bills have been received by the last day of the month cov-
ered.

Involves No Great Expense

Finally, there is one other important point; when an ac-
counting system is considered, one finds at times that it
involves the outlay of a considerable amount of money for
bookkeeping machines and other mechanical devices; or that
it requires the purchasing of a lot of expensive special forms
which an accountant draws up after a few weeks study of
the business, and which a few months use show to be ill
adapted to the work.

Where mechanical helps are already in use, this system

-will fit in with them admirably. But it will not be necessary

to purchase any new equipment whatever in order to make
use of these simplifications. Neither will it be necessary to
purchase a quantity of specially ruled and printed forms; the
cost of the forms used will not amount to a dollar a month.
Test Out the System

This is a statement of the case we will attempt to prove,

- and the verdict we will be quite content to leave in the hands

of those who may follow the series.

There will also be soutlined a method by which each may
test out these plans in connection with his own business,
and without in any way changing his present accounting
system, until he finds for himself what advantage there is for
him in the system here described.

A man once stated that he would not be able to put on his
new shoes until he had worn them a few weeks. In the
present case, it will be found that one can try out the system
for a few months before putting it into effect.



Can Be Installed Any Time

The question may arise as. to “when ‘such a system as this
can be installed, and whether or not it can be put into effect
at a time other than the beginning of a calendar or fiscal
year. The writer first installed -such a system right in the
middle of a fiscal year (which in this case was also the cal-
“endar year), and found that there would have been no advan-
tage in waiting six months to benefit by the change. . Also,
there is still a vivid recollection of the advantages which

immediateiy accrued from posting to the general ledger from -

one book instead of from 13 sources, as well as in discarding
about 75 per cent. of the accounts which had been carried in
_this ledger. In fact, it will be better to make a change at
some time other than the beginning of the year, because one
has his hands full during the first two months making up

" various reports and is in no position to take an active interest
_in changmg his methods.

vSult System to Your Reqmrements k

In following the system as outlined herein, together with

- various modifications to meet different requirements, it may

occur to the reader that still further simplification is possible
in his individual case. In many instances this will result
from inability to explain in this series of articles every pos-
sible “short cut; and because the only safe plan to insure
meeting extended requirements is to cover routes which one
company must needs follow but another company may not
need to traverse; some such short cuts will be given farther
on in the series; others will be left to the more advanced
reader to supply for himself.

Chapter II—— THE OPERATING REGISTER

THE ILLUSTRATION here given (figures 1'and 2) is an
extension of what is frequently called a Cash Journal sheet
and which we will call an Operating Register. The sheet
illustrated is 11x14 inches, with two slotted holes 814 inches
from center to center. It contains eight pairs of columns,
with a wide descriptive space on the left hand side, together
with a space for date. Such a sheet will take care of any or-
dinary business; where more columns are needed, as when a
company operates two or more plants, it may be necessary to
use a larger sheet with more columns, or one may use a cut
sheet. A cut sheet may be obtained by cutting off two pairs
of the outside right hand columns; this sheet is inserted be-
tween the full right hand and left hand pages. It will be
noticed that the divisions between pairs of columns on each
side of the page are exactly opposite each other; this is a
small but an important detail when one wishes to form a
cut sheet. .

Size of Sheets Required

There is sometimes a desire expressed to cut down the
descriptive space on the left, and to add one more pair of
columns to that side of the page. The writer has found the

wide descriptive space in general of decided advantage; one
does not wish to economize in explanations of an entry.
Also, some do not feel the need of columns which provide for

amounts up to a million dollars; others wish a greater num-
ber of horizontal lines to the page. But in the writer’s expe-
riences the sheet as shown is better than one which uses less
paper and which necessarily cramps the work to a greater
extent. It will be found that in some cases one of a par-
ticular pair of columns is rarely needed, so it really could be
omitted; here again it is doubtful economy, because on the
sheet as shown one can distinguish debits and_credits without
ever looking at the headings. But all these points may be left
to the individual judgment of the reader after the method
itself has been fully ‘described.

Does Away with Five Books

This book takes the place of a Cash Book a General Jour-
nal, a Voucher Record, a Purchase Invoice Record, a, Check
Register, and possibly a few other books of entry. In some
cases it takes the place of a Sales Book, but not often. How-
ever, we will at first have the record play the part of a
Sales Book also, and discuss later the use of a separate
Sales Book.

The Fundamentals

We will begin with a simple case; that of a company with
one plant, desiring a limited distribution of its operating
expense accounts. At the top of each page write the month,
year, and page number, each month beginning with page 1.

i | § L1

. Figure 1. Left Hand Page of Cash Journal and Operating Register. The Full Sheet Is 11 by 14 Inches.
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We-are now ready to write in-the headings of:the pairs of
columns, beginning with the pair next to the descriptive space,
as follows: )

GENERAL LEDGER

SALES

ACCOUNTS RECEIVABLE

BANK.

CASH 7

ACCOUNTS PAYABLE

'EXPENSES

The arrangement of the columns is of course a matter of
choice, but it will be found that an arrangement similar to
this will place together the pairs which are most frequently
associated in making entries.

Entering Items
We will now consider a number of illustrative entries.

February 1.  Shipped to John-Thomas Construction Co. a
car of brick invoiced at $176.90.

We write the name, John-Thomas Construction Co., in the
descriptive space to the left, and under “SALES,” in the
right, or credit, column we insert the amount, $176.90. Also.
under “ACCOUNTS RECEIVABLE,” in the left, or debit,
column we insert the same amount. Suppose the number of
the sale, or shipment, is 160; the middle space .under
“SALES” affords a convenient place in which to insert this
reference number.

February 2. Received from City Building Co. their check
for $251.75 which was deposited in the bank, applying to their
account for January.

Credit this company as shown under “ACCOUNTS RE-
CEIVABLE” and charge to “BANK.”

Some might prefer to charge this item to “CASH,” and
then to make another entry when the deposit is made. In the
writer's experience there has never appeared to be any ad-
vantage in this additional work.

February 3, Received from the Higrade Coal Co. a car
of coal, covered by their invoice for $261.15. Credit this
company under “ACCOUNTS PAYABLE” and charge this
amount under “EXPENSE.”

Where This System Differs

Right here is where we take the first of several steps in
parting company with complicated accounting systems. All
administrative, selling and operative expenses are uncere-
moniously dumped into this vone column (in plants with a

large ‘classification of accounts a few more expénse columns

are required); but in the middle column is placed a symbol

classifying the charge. 1In this initial case the following

letters will be used for the purpose of illustration: -

Salaries of executive or superintendent

All labor except that used in repairs

Raw material purchased .

Discount received or allowed for anticipated
payment of invoices

f Fuel

g Supplies

h Tools

i

1

oo oo

Interest paid or received
Live stock supplies
m Office salaries
n Office rent and supplies
p . Fire insurance
r Repairs .
s Selling expense
t Telephone and telegraph (and wireless)
v Rent received from company houses

Handling the Expense Column

Let us take time out here to discuss this “EXPENSE”
column. All items of expense, as they are inserted here, are
keyed and picked up later, the recapitulation being shown
elsewhere and to far better advantage than if they were
carried in the general ledger. It is somewhat like the mail
sack which is thrown off a passing train; the mail clerk is
interested only in the fact that a particular letter is destined
to that town; the local post office sorts the letters according
to routes, and the rural carriers sort them according to boxes
en route; possibly the family receiving the morning mail
makes a further classification by individuals, What if any
part of this distribution were placed on the shoulders of
the railway mail clerk, requiring him -to distribute the con-
tents of the *sacks by routes or box numbers or patrons of
the local office? Yet this is similar to the requirement that
the general ledger be made the distributing agency for operat-
ing, or other expense accounts. In this system the “EX-
PENSE” columns represents the mail sack into which all
expense items are thrown, each properly labeled for further
distribution by simpler processes, as will appear later.

February 5. Sold to John Doe Building Co., sale number
161, material amounting to $200, for which payment was
received in actual cash less a trade discount of 2 per cent.

T

-

L -

Figure 2. Right Hand Page of Cash Journmal and Operating Register. The Full Sheet Is 11 by 14 Inches
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Since the $196 goes directly into the C;dSh drawer, we charge
“CASH” with this amount, credit “SALES” with $200 and
charge Discount (d) under “EXPENSES” with $4.

February 6. Bought supplies from the Better Supply Co.
amounting to $15.75. Credit this company under “AC-
- COUNTS PAYABLE” and charge “EXPENSE” (g).

February 7. Paid the Brixton Telephone Co. by check
number 1187 for tolls amounting to $9.14.

As there is no previous credit to the Brixton Telephone
Co., we credit the “BANK” with this amount, inserting the
check number in the middle space as shown, charging the
amount to “EXPENSE” (t).

February 8. Finding that there is-an unnecessary amount
of cash in the cash drawer, a deposit is made of $150.
Credit “CASH” and charge “BANK.”

February 9. Received from the John-Thomas Construction
Co. a note for $1,212 covering theéir account in full to January
31, $1,200, with 60 days interest added.

We do not have any column in which to insert Notes
Receivable, so we charge this in the “GENERAL LEDGER”
column crediting the John-Thomas Construction Co. under
“ACCOUNTS RECEIVABLE” with $1,200 and crediting
“EXPENSES” (i), with the $12 received for Interest.

It will be seen that we required here two lines to cover

this transaction, so we bracket these to show that they are
to be taken together. .

February 10.  Sold coal for cash, amounting to $24.80.
Charge “CASH” and credit “EXPENSES” (f).

February 12.  Bought from the Brizton Hay & Graim Co.
Live Stock Supplies amounting to $183.60. :

Credit them under “ACCOUNTS PAYABLE” and charge
“EXPENSES” (1). ‘

February 13. Discounted at the bank the note received
" from the John-Thomas Construction Co., the discount being

Credit Notes Receivable in the “GENERAL LEDGER”
column with the face of the note, charge the “BANK” with
the proceeds and charge “EXPENSES” (i) with $11.31. Do
not confuse bank discount with a trade discount which arises
from anticipating payment of invoices. This is a set-off

against the item of $12 credited above to Interest. In some’

cases such a note is credited to Notes Receivable Discounted,
with an entry when the note is finally paid. This is a good
practice and should be more generally used.

February 14. The company having some unissued Capital
Stock, a sale was made of this stock to the amount of $1,600
at par, the amount being deposited in the Bank.

Credited Capital Stock Unissued in the “GENERAL
LEDGER” column and charge the “BANK.”

February 15. Bought from the John-Thomas Construction
Co. Supplies amounting to $201.50.

Handle the same as the case of the Brixton Hay & Grain
“transaction on February 12,

February 15.  Paid the Pay Roll for the last half of January
by check number 1188 amounting to $3,474.11.

As this was included in the “ACCOUNTS PAYABLE” out-
standing January 31, we charge this account and credit the
“BANK.”

February 15. The Pay Roll for the first half of the month
having been made up, it is found to amount to $3,175.15 but
there are deductions of $16.18 covering Supplies which have
been sold to employes and $84 for Rent of company houses.

Charge “EXPENSES” (b) with $3,175.15 credit the same
account with (g) $16.18 and (y) $84, crediting the remainder
$3,074.97 under “ACCOUNTS PAYABLE,” bracketing the
entries to show that they constitute a single unit.

February 16. Gave Brixton Office -Supply Co. check 1189
for $7.16 in payment for office supplies.

There being no previous credit for this amount to the
Brixton Office Supply Co., charge the item to “EXPENSES”
(n) and credit “BANK.”

.

$11.31.
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Figure 3. Left Hand Page of Cash Journal and Operating Register. The Full Sheet Is 11 by 14 Inches. The Entries Are Explained in the Text.

;

6



February 17. Bought a car of raw material from the Clayton
Mining Co. for $325.08.

Handle as in the case of the Brixton Hay & Grain Co. on
February 12.

February 26. Paid the Clayton Mining Co. for their ac-
count less two per cent., by check 1190 for $318.58.

Charge Clayton Mining Co. under “ACCOUNTS PAY-
ABLE” with $325.08 credit “EXPENSES” (d) with $6.50
and credit “BANK” with $318.58.

February 28. There is owing from the John-Thomas Con-
struction Co. under “ACCOUNTS RECEIVABLE,” $176.90;
and there is coming to them under “ACCOUNTS PAY-
ABLE,” $201.50. Instead of interchanging checks, we
transfer $176.90 from the first account to the second, as
shown.

Handling Bank Deposits

This variety of illustrations will show how the Operating Regis-
ter is to be used. All deposits in the Bank are entered in one
column, whether the deposit arises from the sale of capital
assets, the discounting of a note receivable or note payable, a
payment received from a customer, a check for sale to an
unidentified cash purchaser, a transfer of funds from the cash
drawer, or from any other source whatever. '

In like manner, the bank is credited with checks drawn for
any purpose, siich as the payment of a note with accrued
interest, of an invoice less a cash .discount, for an expense
not covered by a previous charge, or to cover any combina-
tion of transactions involving any number of different groups
of accounts.

As has ‘already been shown the “EXPENSE” columns
cover every charge or credit to-this account, no matter how
the item may originate, or if it is the result of several inter-
woven transactions.

Compare This with Your System

As a means of estimating the merits, so far, of the system
as outlined, let the reader consider how he would handle

each of these entries by the methods he now employs, finding
to what extent the items which here appear in orderly array
in a single pair of columns, are by any other system scattered
among two or more different books; or what entries which
here are covered with a single debit and credit it was neces-
sary to cover by two distinct entries in different books.

Additional advantages will appear as we proceed with the
liscussion.

The next section will deal with closing entries of this
Operating Register, but before taking up this subject we
should note the following points:

Errors Are Easily Caught

The book balances on every line, except where two or more
lines are bracketed. At the foot of the page all columns are
totaled and the total of the debits is compared with the total
of the credits up to that point. If these do not agree and
there is any difficulty in finding where the error lies, take
sub-totals at two or more places and find within what limits
the error lies. For instance, if the totals at the middle of
the page agree, then the error is below that set of totals.
In this way any error may be traced down to narrow limits
and inevitably caught.

It will be seen that there are spaces in the box headings
in which to insert the amounts carried forward. This elim-
inates the embarrassment which results when one finds that
the top line, intended for this purpose, has already been
used thru some oversight.

Prove Headings

‘When one has balanced a page and has carried forward
the totals to the top of the next page, the next step is to
prove the headings before adding in the figures below. Often
mistakes.are made in carrying forward totals from one page
to another, and it is usually the last place one looks for such
an error. So it is best to make sure one has a proper start
before proceeding with the summation of a page.
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Figure 4. Right Hand Page of Cash Journal and Operating Register. The Full Sheet Is 11 by 14 Inches. The Entries Are Explained in the Text,
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Chapter 111 —CLOSING THE OPERATING REGISTER

AFTER THE ILAST SALE for the month has been written
up, the last deposit entered, the last check recorded, the
last invoice for material or for services has been inserted.
make pencil totals up to the close. Suppose we have the
following pencil totals at the close of February:

GENERAL LEDGER ........ 6,331.36 3,861.25
SALES ...t 15,274.83
ACCOUNTS RECEIVABLE.14,982.19 13,872.94
BANK ...l .....17,726.12  17,912.68
CASH ......ciiiiiiiiiinnn.. 1,130.11 1,102.86
ACCOUNTS PAYABLE .....16217.38 16,113.20
EXPENSES .........covvvnn 12,137.76 387.16

This does not mean that the figures already used for the
purpose. of illustration should give these totals. It means

that after the remaining sales have been recorded, their total
is $15,274.83; and that after all deposits and checks have been
written up, the totals of the bank columns are those shown,
and so forth. -

We first, of course, check our results by adding all the
debits and all the credits to see if the totals agree. We then
strike balances on scrap paper, or by means of a computing
machine if one is available, and in the descriptive spaces
immediately following the last entry, we write the following,
the figures being inserted in the “GENERAL LEDGER”
columns (see figures 6 and 7):

Closing Entries:

Sales viiiiii i 15,274.83
Accounts Receivable Control .. 1,109.25 .
Bank ...oiiiiiiiiiiiiii i 186.56
Cash ...iiiiiiiiiiiiiininans 27.25

Accounts Payable Control ..... 104.18

Expenses .....ciiiiiiiiiiiin. 11,750.60

The entries need not be made in consecutive order.

Now make totals of the “GENERAL LEDGER” columns
to this point and see if they are the same. If not, there has
been an error, possibly in striking some of the balances.
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If this. pair of totals balances, then under “SALES” in
the left of this pafr of colummns, insert the $15,274.83; this
pair of columns is then in balance.

Next, under “ACCOUNTS RECEIVABLE” in the right
hand column, insert the amount, $1,109.25, which should
balance this pair of columns. ’

Insert the remaining amounts in their respective columns,
seeing that each is in balance.

Finally,-since each pair of columns is now in balance, the
entire book is in balance, and the totals may be inserted in
ink, either immediately following the last entry relating to
Expenses, or they can be inserted at the bottom of the page
with the customary diagonal red line across the unused de-
scriptive spaces. .

We are now ready to consider posting; and we use three
ledgers—General Ledger, Accounts Receivable Ledger and
Accounts Payable Ledger. This does not by any means in-
dicate that we are using a complicated system, simply
because we divide our accounts into three parts. Does any
man worry over the fact that he has more than one pocket
in his coat? Should a mail cletk put letters for different
towns into one package simply because there were only a
few of them? In one case the number of accounts receivable
and of accounts payable is so small that they are not even
indexed, but are simply arranged in two different places in
a single loose leaf ledger, which also in another place contains
the general ledger with its less than a dozen accounts.

The General Ledger will as a rule contain such accounts
as the following: ’

Accounts Receivable Control.

Notes Receivable.

Bank.

Cash.

Capital Stock Unissued.

Real Estate.

Buildings.

Equipments.

Expenses.

Inventory.

Accounts Payable Control.

Notes Payable.

Capital Stock.

Surplus.

Depreciation.

Depletion.

Sales. :

As a rule the number of General Ledger accounts will not
exceed 20, and in many cases there may be considerably
fewer than this number. Postings are made to this ledger
from the first pair of columns only, and in the usual manner,
using the middle column as a space to check as the postings
are made. It is evident that there will be but one posting
a month to the Accounts Receivable, Accounts Payable,
Bank, Cash, Sales and Expense accounts; to some of the
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others there may be two or three postings a month; to most
of the others there will be no entries at all during the month.
It is evident that posting the general ledger for a month
and taking off the trial balance is quite a simple feat; that
chances of error are greatly reduced, and that any error may
be readily found. As the president of one company ex-
pressed it, “The entire system is so simple that there is
really nothing to keeping our books any more.”

Posting in Accounts Receivable Ledger

The Accounts Receivable Ledger is posted similarly, using
the center line as a checking column. But the first page of
this ledger is entitled “Accounts Receivable Control,” and
the closing entry is posted to this account.
postings have been made, the ledger should balance since
the same amount has been posted to each side, making this
a self-balancing ledger. This control account is just the

_reverse of the account in the General Ledger with the

same heading, thus affording a means of verification. For
instance, in some cases these two ledgers are handled by

Then when all '

different people, and the fact that the ledger balances and
that the control account corresponds to that of the General
Ledger is fairly satisfactory evidence to the one handling
the Accounts Receivable Ledger that his work is externally
correct. Of course there may be two internal errors which
balance each other; a method of guarding against this source
of error will be given later. Originally, the writer did not
use self-balancing subsidiary ledgers, so that they were always
out of halance by the amount of the control account in the
General Ledger; sometimes even more so! The use of the
self-balancing ledger has proven in all cases more satisfactory.
All that has been said concerning the Accounts Receivable
Ledger applies also to the Accounts Payable Ledger.

In the case here used for illustration, all postings to the
three ledgers are from this one source, and this has been
found to have many advantages in itself. In another section,
however, will be discussed the use and advantages of a Sales
Book, or other methods of handling sales without writing
them up in this book. *

i

Chapter IV—RECAPITULATION OF EXPENSES

‘We have seen that we have entered all expense items in
either the debit or the credit column of the Operating
Register, and furthermore that only the net difference was

B

carried to the General Ledger. We now take a summary
sheet, shown in figure 5, “Recapitulation of Expenses,” and
write down the various items of -expense in the descriptive
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space, as shown, using the left-hand column to insert the
symbol or letter, thus:
Superintendence
Labor
Raw Material
Fuel
Supplies
Tools
Live Stock Supplies
Fire Insurance
Repairs
Miscellaneous
Total
Office Salaries
Office Expense
Selling Expense
Telephone and Telegraph
Rent of Company Houses
Discount
Interest ]
Total Gross Total

Of course the classifications themselves, and the number
of them are matters for each company to decide for itself.
A brick manufacturer will wish to cover several additional
items of expense, while many firms do not use so great an
array of expense accounts. : _

Neither is it necessary to follow the grouping here

N "D =53m) 0 o®

TR e 3o

suggested.

The sheet is the same size as the Operating Register Sheet,

and fits the same binder. To distinguish these recapitulation
sheets from those of the Operating Register, they should be
of different tints: one white, the other, buff, for example.
The recapitulation sheet illustrated shows nine columns on
the left hand side, and on the right (not illustrated) there
are 12 columns.
of columns, it was simply a case of filling the sheet.

In some cases they will not all be needed during a year,

There is no significance in these numbers-

in other cases it is necessary to use cut sheets such as have

already been described in connection with the Operating
Register, to meet a year’s requirements.

Recapitulating Expense Column

It is a question as to whether or not every fifth line should
be heavy, there are advantages as well as disadvantages in
this, with a balance in favor of not making the fifth line
heavy, but in favor of making all lines uniform. However,
this is entirely a matter of choice.

Let us now head the columns JANUARY, FEBRUARY,
MARCH, and so forth. Next, make a recapitulation of the
Expense columns, using an adding machine or scrap paper,
setting down the net amount of each (total debits less total
credits) opposite the proper name and symbol. If the credits
exceed the debits, set down the amount in red ink. For in-
stance, Rent of Company Houses as a rule would appear in
red, also the Discount for Prepayment of Invoices when the
amount received exceeds that allowed purchasers. :

Suppose we find the following totals as a result of re-
capitulating the net amount charged to Expenses for Feb-
ruary, two red ink items being indicated by asterisks:

a Superintendence ........ouuiieiiannan $ 350.00
b Labor ..ot 8,761.23
¢ Raw Material ..............cooiiia.t. 672.11
f Fuel ... e 653.86
g Supplies ...ttt 47291
h Tools «uiiiiiii it 82.03
1 Live Stock Supplies ...........cn... 269.10
p Fire Insurance (no entry)
r Repairs ............... e .. 13215
z Miscellaneous ..........ccoiviiinnennn. 8.02
TOtal v v, “SITAOLAT
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m Office Salaries ........ eeeienn veee...$ 7500
n Office Supplies .......cceiviiiiinannnn 24.37
s Selling Expenses ........coviiieneeenn 248.40
t Telephone and Telegraph ......... ceee 50.18
y Rent of Company Houses ............. 84.00*
i Interest .......iiiiiiiiii i 38.41
d Discount .......cevuirrriinnnennnnnnn 3.17%
Total ovvrriiiiiniiinnns vee....$ 349.19

The gross total, $11,750.60, must of course agree with the
net charge to Expenses in the General Ledger for the month.

As has been stated, nothing in this discussion is intended
as advice concerning the number of accounts so carried, their
names or their arrangements. So far as the system.is con-
cerned, these points are immaterial.

Now here is another little feature which has been found of
use: Somewhere on this same sheet, either above or below
this list, set down the sales for the month, in this case,
$15,274.83.  This does not mean that the difference between
these two amounts is profit but it does show that this amount
has, as a rule, been put into more liquid shape even if most
of it has come from the sale of stock from the stock sheds.

System Can Be Installed Any Time

‘The following month the corresponding. items are entered
for March, and so on thruout the year. Then totals are
made for the year, or for the portion of the year since the
system was installed. Where a fiscal year is used other than
the calendar year, the first month of the fiscal year should
be placed in the first column.

And as previously stated, it is not necessary to install the
system at the beginning of a year, but it may be even better
to begin at some other time.

Can Tr\ace Each Item

After the system has been in use for some time, one can
trace the monthly expenditures for any item, or the total
of all items, month by month and year by year. He can
compare the charge for- Fuel for March, for instance, with
the previous charge for February, or for the previous March.
He can easily add the current total for the year up to that
point. If he wishes, he can use every other column for totals
of each item for the year up to that point, or use moving
annual averages or totals; this last addition has never been
found by the writer to be desired by anyone, but it shows
the possibilities of the system.

Some of the Advantages

This system sets these items forth more clearly than if
they were buried in a ledger; this summary can be taken
off more quickly than such items could be posted in a
ledger. If one carried a ledger account for each of these
expenses it would increase very decidedly the size of the
General Ledger. It would increase the work of taking off
trial balances.

This is not a cost system, it is simply a distribution of
expenses, but it paves the way for an up-to-date cost system
as well as for a more detailed distribution of expenses
whenever this is desired.

No attempt has been made to include physical inventories,
or deferred charges, or accrued liabilities. This phase will
be taken up later, for the consideration of those who desire
to go so far. Many, however, will be willing to stop at this
point, satisfied with the information already afforded by this
sheet. If so, they have already gone far. In fact, one might
as well in any case go no farther than this for the first
few months after installing this system.



Chapter V

GENERAL USE OF THE OPERATING REGISTER

AS HAS BEEN SUGGESTED, the methods herein de-
scribed are not confined to factories. There is practically no
business to which they do not apply, and in which they will
not result in a reduction of the work of accounting with an
increase in information. :

For example, take a firm which contracts for the con-
struction of houses, the building of roads, or for any other
kind of work.

We may take a pair of columns with the heading “CON-
TRACTS.” We then number our contracts or designate
them in some manner. When material is purchased and
delivered to contract number 74, for example, we charge it
in the «column under “CONTRACTS” and insert the number,
74, in the middle space. The wages of men working on this
contract, if included in a general pay roll covering all the
firm’s activities, would be charged to this contract instead
of to “EXPENSES (b)”; or, if payment is made by check
at the close of the week for the work of that week, then we
can charge up the amount against this contract and credit
“BANK.” Supplies which are on hand at the main 'dis-
tributing point can be taken for this contract and credited
to “EXPENSES (g).” Salaries of foremen who look after
- different contracts can be distributed in any equitable fash-
ion. In fact, so far as it is possible to determine, or desired
to estimate, the value of labor and materials used in con-
nection with any contract, this system of accounting makes
it possible to keep track of these items.

How to Handle Contracts

Suppose the contract price for number 74 was $10,000.
At the conclusion of the contract we may charge “AC-
COUNTS RECEIVABLE” with $10,000 and credit “CON-
TRACTS.” We may make this charge in instalments as
the work progresses, if we so desire, instead of waiting until
the work is entirely done. If the total charge to this con-
tract from start to finish was $11,000, then we have a loss

of $1,000 which should be credited to “CONTRACTS” and ~

charged to an account in the General Ledger with an appro-
priate heading: “Profit and Loss on Contracts,” for instance.
The balance shown by the accounts with Contracts in the
General Ledger will thus represent the correct cost of work
and materials on open contracts with a deduction for amounts
transferred to current Accounts Receivable, or for .which
payments have been received on the basis of estimates. It
is easy to see that when the last contract has been completed,
the Contracts account in the General Ledger will balance and
the “Profit and Loss on Contracts” will show the amount
gained or lost on contracts which were closed during the
current year.

It can readily be seen how simple a matter it is to keep
track of contract profits and losses, so far as the data is
obtainable. Of course, if one keeps no account of the work
done on separate contracts, or no record of the brick hauled
from the main storage yard and delivered on each separate
contract (and this state of affairs is exactly what happens
at times!) then it is'not possible at the close of any contract
to tell what was the outcome.

Bookkeeping consists. of ten parts; nine parts are required
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to obtain the facts, and the remaining part covers the actual
keeping of the books.

Possibilities to Contractors

But the possibilities to contractors of this system have
not yet been covered. When one took contract number 74
for $10,000, presumably he had on file an estimate of the
labor and material which would be required, all set forth in
considerable detail; so many brick at so much per thousand,
and so forth. Then when he makes the charge for material
delivered on this contract, he adds to the 74 in the central
column a further number or letter indicating what the
charge was for. When he finds a loss of $1,000 on this
contract, he can look over the charges and find what costs
exceeded the estimate. For instance, if the estimate included
$3,000 for brick, and the charge for brick was $3,200, he can
refer to the records and find if there was an excess amount
used, or if the cost was greater than was anticipated.

All this is verging on the use of simplified bookkeeping
for standard cost accounting purposes, and for the detection
and elimination of wastes. So a further discussion along
these lines would lead us too far afield. But enough has been
said to show that if a contractor really wishes to know how
he makes out on each contract, this system will give‘him
the desired information.

System Applicable to Other Lines

And now let us turn to one or two other lines of business
to which this system is equally applicable.

Consider a general store, either wholesale or retail: or a
jobber: or any business in which material is bought for
resale, but none of which is manufactured by the company
itself. Such a company—and when we use the word “com-
paity” we include individual proprietorships, and partnerships,
as well as corporations—such a company will need one
additional pair of columns, to be headed “PURCHASES.”

To this account is to be charged all material bought for
resale. If it is bought for cash, credit Cash: if by check,
credit the Bank: if on account, credit the seller under Ac-
counts Payable.

Operating Register Is Flexible

At the close of the month this account is closed into the
“Purchases” account in the General Ledger, the same ‘s
the other accounts.

Such a company will in general not require such an ex-
tensive classification of expenses as does a factory, and
also the classification it uses will be quite different. But
the same principles apply. The Operating Register is like
a loom, and weaving back and forth among its columns one
produces whatever pattern is required for each particular
business. ;

Making a Recapitulation

When it comes to making the recapitulation of expenses .
for such a company, it is of interest to use a few additional
lines to insert the sales and purchases also, for convenience

of reference, thus:
 Near the top of the recapitulation sheet, write “Sales” and



opposite this insert each month the amount of the sales.
Drop down a line or two and write “Purchases,” entering
these each month. Then a line or two still lower down,
write “Sales less Purchases,” and insert the difference for
each month. If the purchases exceed the sales, use red ink.
Then follow with the recapitulation of expenses which it is
desired to keep track of. The work will appear as follows:

JANUARY

SaleS v e $15,000.00
Purchases vovvineiie it it eiianas 11,000.00
Sales less Purchases ...............cc.un. $ 4,000.00
Salaries ... e $  450.00
Rent it e 150.00
Office Supplies ......cooiiiviiin . 12.00
Fuel . e 17.00

Total oo $ 3,200.00

Do not mistake the item of “Sales less Purchases” for
gross profit. Remember that we have not taken inventories
into consideration. But it is a figure well worth studying
at all costs: for if the difference is in black ink, and is
sufficient to cover the expenses; if this condition persists
month in and month out: then one has a comfortable sense
of security. That is, so long as his assets are not being
appreciably depleted. On the other hand, in one case in the
writer’s experience the difference between the sales and the
purchases was usually in red, showing that the amount re-
ceived from sales was not even enough to cover the pur-
chases; much- less the operating expenses. It is hardly
necessary to add that the concern referred to is no longer
in existence.

- If You Handle Building Supplies

quite an illuminating combination of figures where one does
not, or cannot conveniently, take monthly inventories. For
instance, if the difference between the sales and the pur-
chases in one line is habitually low, with occasional lapses
into red figures, one knows that line is not carrying its share
of current expenses: tho it may be necessary to carry a
losing line anyway for the sake of the other products.

What has been said here concerning different lines will
apply to a store with different departments. These can be
kept distinct by the same process.

Supplementary Recapitulation Sheets

In the Recapitulation of Expenses, figure 5, we show a
charge to Labor (b) of $8,761.23. Now this is as far as
many, perhaps most, factories may care to go. If so, there
is no reason for their going farther, any more than one should
stay ona train until after it has stopped at his station and
started again. In this instance, we have shown how to take
care of the major distributions of expense. Others, es-
pecially those planning or using a modern cost system, will
wish to know how this labor charge is distributed among
the different departments. We therefore proceed to the

" next station.

Now let us consider another interesting phase: that of a

dealer who handles several lines and wishes to keep each
distinct. For instance, suppose a dealer handles sand, lime,
brick and cement. He simply designates each of these by
a number or a symbol in recording sales and purchases,
making a recapitulation at the close of each month. In such
cases three columns instead of one may be taken for the
recapitulation each month, thus:

January
Sales Purchases S-pP
Sand ............ $2,345.16 $1,624.35 $ 720.81
Lime ...... veee.. 1,184.17 1,011.62 172.55
Brick ......... ... 542718 4,822.94 604.24
Cemevrit ....... . 871.03 1,241.61 370.58*
Total Sales..... $9,827.54
Total Purchases $8,700.52
Sales less :
Purchases .... $1,127.02
General Expenses:
Salaries ........ $ 250.00
Supplies ....... 50.00 $ 300.00
Selling Expenses:
Salaries ........ $ 350.00
Advertising .... 100.00 450.00
Total ........ $ 750.00

Of course there would be a much larger list of expenses,
but this will give an idea as to arrangement.

This monthly summary, while not a profit and loss state-
ment, is nevertheless a stride in this direction. And it is
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Take another sheet, head it “Recapitulation of Labor,” and
set down the various classes we wish to keep track of. For
instance, :

Mixing and Grinding
Molding

Setting

Firing

Drawing
Miscellaneous

Some fire brick manufacturers use a classification far in
excess of this brief outline, 25 classes being not unusual. In
some cases there are different departments, such as machine
and shape (or hand molding) departments, and it is desired
to keep these separate, as well as to distribute the charges
of each.

When we make the current monthly, or semi-monthly
pay roll, we distribute the items according to these chosen
headings, insert the amounts in this secondary recapitulation
sheet, together with their total. The total must, of course,
agree with that shown in the primary recapitulation sheet
opposite Labor (b).

The Item of Repairs

Again, let us consider Repairs. In one case repairs at the
first were all placed in a single group, and designated by a
single letter or symbol in the Operating Register, with a
single total in the recapitulation sheet. Later it was desired
to make a further classification of repairs. The only change
necessary was to add a number to the symbol already used,
when inserting the item in the Operating Register. For
instance, repairs for a dry pan were indicated by “r-27”

instead of simply by “r” as formerly.

For such a sub-classification we use a sheet headed “Re-
capitulation of Repairs,” set down the various classes of
repairs of which we wish to keep track, fill in the amounts
as taken from the Operating Register, and see that the total
agrees with Repairs (r) in the primary recapitulation.

Just as the General Ledger accounts control the primary
recapitulation sheets, so the items in these sheets control the
corresponding secondary recapitulation sheets.

Remember This

An important point to keep in mind is this:

When it was decided to make a further classification of
labor, or of repairs, or of supplies (for these, too were later
sub-divided), it was not necessary to change the handling of
the General Ledger, or anything else except to add the figures
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Figure 5. The Two Items of Divisions y and d Are Credits and Should Be Written in Red. They Are Indicated by Asterisks. This
Must Be Remembered When Arriving at the Total $349,19.

to the letters already being used in the Operating Register
column used for the classification of expenses.

A company installing this system can begin with a simple
list of major items, and can stop there: it can at any later

daté introduce additional classifications, just as one may run
the material from a dry pan over screens of any mesh without
changing the pan.” In this case, there are not even any
tailings to go back to the pan!

Chapter VI—DEALING WITH CLAY MINE OR QUARRY AS A SEPARATE OPERATION

Most brick manufacturers have their own clay mines, or
pits, or quarries, or other sources of raw material. In many
instances such companies desire to have expenses connected
with their raw material sources separated from their factory,
administrative and selling expenses. Such a plan has every-
thing to commend it, and with this system is easily
accomplished.

Designate the factory by “A,” the mines by “B.” In such
cases it is also a good plan to separate the administrative
and selling expenses, calling them “C.”

Now instead of one single pair of columns in the Operating
Register under “EXPENSES,” we use three sets of columns
headed “OPERATING ACCOUNT A,” “OPERATING AC-
COUNT B,” “ACCOUNT C,” respectively. These names
used in the heading are not entirely satisfactory, but the
writer has never hit on any better designations. Call them
what you wish, so long as you know what goes into each
set of columns.

As checks are drawn for expenses, or cash paid out, or
invoices entered, charge these in the proper column, accom-
panied by the proper symbol; thus, an invoice for supplies

- tribution.
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for the mine would be marked “Bg” and set down under
“B” with the symbol “g” added; repair invoices for the plant
would be marked “Ar”, and so forth.

Now let us see some of the advantages of this arrangement:

Suppose an invoice is received covering material supplied -
to both factory and mines. Of course one tries to secure
separate invoices in such cases, but if he can do so at all
times he is in a class by himself. Such an invoice is easily
handled by charging each operation with its share and placing

' the total of the invoice under “ACCOUNTS PAYABLE.”

Handling Freight Bills

Suppose one receives several freight bills from the railroad
company, covering charges belonging to each operation:
perhaps even some freight on sample shipments which are
to be charged to selling or advertising expense; or freight
on a shipment of office supplies: make out a check for the
total amount, credit “BANK,” and make the proper dis-
This is much simpler than to give two or more
checks.

Suppose there is a supply of repair material at one opera-



tion and it is needed at the other: simply credit one operating
account and charge the other, with a line in the descriptive
space explaining the transfer. So far as the General Ledger
is concerned, no new entries are required. . Think what it
would mean if each repair or supply account was carried
in the General Ledger and an attempt was made to transfer
material on the books!

Pay Roll Problems

When the mines and the factory are close together, the
same pay roll is often used for both operations and a man
may work in each place during a pay period. In such cases,
merely distribute the charges according to the operations,
distribute the deductions in the same manner, and credit the
net amount under “ACCOUNTS PAYABLE.

Some manufacturers sell the product of their raw material
operation to the factory each month, using the current market
price: others at a price which will cover current expenses
at the mine: others again at a standard, based on what the
material should caost, regardless of what it does require in the
way of expenditures. .

So far as this discussion is concerned, it makes no dif-
ference what one of these methods is used: arguments re-
garding this belong to a work on cost accounting, not in
‘one on bookkeeping. But some such method of charging the
factory and crediting the mines should in any event be used.

Raw Material Charges

At the close of the month, an entry is made charging
“OPERATING ACCOUNT A (c)” with the value of the
material from the mine, crediting this amount to “Sales B”
in the “GENERAL LEDGER” column. Do not credit this
under “OPERATING ACCOUNT B.” Do not mix operat-
ing expense and income.

Thus “Sales B” in the General Ledger and the amount
opposite “Ac” in the recapitulation will at all times balance
for each month.

Sometimes a factory mines part of its raw material and
buys part. In this case they must use some other designa-
tion than “c” to indicate these outside purchases of raw
material, and they must carry two lines in the recapitulation
of factory expenses—one for material from their own mmes
‘the other for raw material purchased outside.

Then in making up income tax statements at the close of
of the year, which require the elimination of inter-plant
profits, these self-balancing entries may be easily eliminated
without affecting the net profits as shown by the combined
operations. :

If the Plant Has a Coal Mine

Some factories also have coal mines from which they
supply their needs, selling the surplus outside. This is
handled as the raw material is handled in the above outline.
In some cases the mine is distinct from the source of raw
materials, in which case it may be desired to handle this
as a separate operation. We can call the coal mine “C” and
move the general expense designation along the line of
the alphabet to “D.” In one case there were six distinct
operations, designated by the first six letters, so that the
general expenses were appropriately labeled “G.” If coal
and clay comes from the same mine, of course any distinction
in expense would be neither possible nor desired.

Where there is a sale of raw material to outside sources,
these sales must be credited to the mining operations apart
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from sales to their own plant, since it is only the inter-
plant entries which may be eliminated in making income
tax statements. Also, one may set different prices on what
he sells to himself and on what is sold outside, using stand-
ard, fixed, arbitrary or approximate cost figures for the
inter-plant sales. In any case the company will wish its
outside sales of raw material apart from what it uses in
its factory

Three Primary Recapitulation Sheets

In the case of a plant with two such operations, we take
three primary recapitulation sheets, heading them “Recapitu-
lation of Operating Account A,” “Recapitulation of Operating
Account B,” “Recapitulation of Account C,” respectively.
We set down on the first the corresponding set of charges,
including the credit to the second for raw material: below,
we set down for reference, the sales of brick or other manu-
factured products. On the second we place the charges
for the second operation: below these we set down for
reference the credit for material furnished the factory, and
also any outside sales (without combining the two credits).
On the third sheet we place the administrative and selling
expenses.

Suppose the total-of the credits listed on the first two
sheets, both outside and inter-plant, exceeds the total of
the charges on the three sheets; then we know that when
all bills for outside sales are paid, there will be sufficient
to meet all charges which have been written up on the books
for the month. This, of course, should not be confused with
a statement of profits. On the other hand, if the reverse is
true for a few months in succession, it does not mean that
there is a corresponding loss, as one may be putting a
quantity of finished product into the stock sheds, or may be
laying in a stock of supplies in anticipation of a rise in
price or difficulty in securing them later; but it does mean
that one must find somewhere the money to meet the bills.

This information is valuable to any manager, where a
monthly profit and loss statement is not made up. The facts
are easily collected. And, if standard books on accounting,
written by recognized authorities, are any criterion, securing
this data is' accompanied by a decided simplification of ac-
counting methods.

Two or More Factories, Stores or Banks

Suppose a company has two or more factories. All that
is required is to set up an operating account for each factory.
One can then handle any variety of transaction affecting
either factory, or both, or inter-plant. He can distribute
salaries of a general superintendent according to any de-
sired basis.

The same reasoning follows in the case of two stores owned
by the same company; or where the company owns a
supply store and a factory: or they may own a brick plant
and conduct a general building supply business.

' Sometimes a company carries accounts in two banks. In
this case, we have two headings in the Operating Register,
Checks can be deposited or notes discounted at either bank,
with no change in the contra credit to Accounts Receivable,
Notes Receivable, or other source of revenue. Checks may
be drawn on either bank and applied to Accounts Payable
or to current expenses. Funds may be transferred from
one bank to the other. This is most likely to occur where
there are two or more factories and it is desired to.carry
a bank account in the locality where each factory is situated.



(A Handy Page for Notes)
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CHAPTER VII—SALES RECORD

*

NO SINGLE METHOD of handling sales will meet the
requirements of every company. The Operating Register,
however, can be used in conjunction with any desired system
of recording and entering sales. To demonstrate this it will
be necessary first to describe a system and then to show how
the sales so recorded reach the Accounts Receivable Ledger.

We are therefore choosing for illustration a method we be-
lieve to be fully in use only by the company for whom it was
devised originally, but which may appeal generally on ac-
count of several novel features involved.

Plan Not Many Can Use

Note particularly that this plan will not suit many brick
companies. But tho most readers will not be able to apply
the method directly to their companies, it is used by a firm
closely related to the brick industry, and one should hesitate
before classifying his business as one to which the scheme
is not applicable. )

In the factory referred to, some of the sales are for cash:
others are paid by check; still others are on account; and
there are usually many of each every day.

In seeing how the Operating Register takes care of all
these, we will get an idea as to the adaptability of this simple
book.

Practice in One Factory

In this factory, sales are recorded as they are made, using
a register which produces several copies. One carbon copy
goes at once to the purchaser. In the case of charge sales,
another carbon copy is signed by the purchaser. A third
carbon is placed on a file in numerical order, which is also, of
course, the chronological order. This file enables one to find
any sale if the number or the date is known. The original
record of the sale is placed on one of three files; one file for
cash sales, another for sales paid by check, and a third for
charge sales.

The cash sales are totaled daily and their sum charged to
Cash and credited to Sales in the Operating Register. The
total of the sales paid by check is credited to Sales and
charged to the Bank. For reasons to appear later, it is well

to indicate these two classes of sales by placing the letters
“C” and “K” in the middle space in the pair of “SALES”
columns. Nothing is done with the charge sales slips until
the close of the month. Thus there will never be more than
two entries daily to the credit of Sales in the Operating Reg-
ister until the last day of the month.

At the end of the month, four adding machine lists are
made; of the cash sales, of the check sales, of the charge
sales, and finally of the numerical list, taking sub-totals of
each at the close of éach day.

Obviously, the cash and check sales taken together should
equal the amount already credited to Sales in the Operating
Register. If there is a discrepancy, run up the “C” and
the “K” items separately and .find whether it is the list of
Cash sales or of Check sales with which the Operating Reg-
ister fails to agree. When these two have been reconciled,
the next step is to add to these two lists the sum of the
charge sales, finding if the grand total is the same as the
total of the numerical list. If there is a difference here, com-
pare the total of the first three slips for the first day with
the total of the first day’s sales as shown by the fourth list.
Compare these day by day until the difference has been found
and rectified. ’

‘When the total sales for the month have been thus ac-
counted for, we make one single entry in the Operating
Register to cover the charge sales, charging Accounts Re-
ceivable and crediting Sales with the amount.

For instance, suppose that the totals of the four slips

were as follows:
charge sales, $11,000; total sales, $20,000.

Referring to the accompanying illustration (figures 8 and
9) we see that during the month of March, $9,000 was credited
to Sales and was accounted for, either thru the cash account
or in bank deposits. This agrees with the total of the first
and second slips. If there had been a difference, as a first
step toward finding the discrepancy we would have run down
the “SALES” column and taken separate totals of the “C”
and of the “K” sales, thus finding which class of sales was
“out.”

Cash sales, $3,000; check sales, $6,000;
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When we have reconciled these amounts, we then turn to
the charge slips, -‘which total $11,000. We enter this amount
to the credit -of Sales and debit Accounts Receivable.

We have now credited Sales with the total of the sales for
the month, $20,000, and when we make our closing entries
this amount is transferred to the General Ledger to the credit
of Sales.

Now just glance at what we have accomplished: We found
that the total sales for the month, as shown by the numerical
list, was $20,000. Of this amount, $3,000 was paid for in
actual cash; $6,000 by checks; and $11,000 was bought on
account. We find that the $3,000 went into the cash drawer
and is necessarily accounted for; $6,000 went directly into the
bank; and finally $11,000 has been charged up against the
Accounts Receivable Ledger and we eventually will get paid
for these sales or will know the reason why not.

Making and verifying or reconciling these lists soon be-
comes automatic and is accomplished speedily. As yet, no
invoices have been sent out for the month. It is true that a
slip was given with each purchase, but these are not always
kept or are not always turned in to the office of the pur-
chaser by the man who receives the material and the slip.
Also, in practically every instance the purchaser desires at
the close of the month, a complete itemized list covering
every purchase made during the month. This is accomplished
as follows:

Take the file of original charge sales slips and assort them
according to customers, and the customers in alphabetical
order. Make for each customer a summary giving the date of
each of his slips, the number, and the amount, thus:

Brixton Contracting Co. March 31, 1923.
Bought of Brixton Clay Products Co.
Material as per attached sales slips during the
above month only, as follows:

March 1.......... No. 1372 $17.25

K 1569 34.00

17 00t 2063 52.00
24,....... coen. 2899 7.59 $110.84

When we have finished making these summaries, we take
their total. In the present instance the total must equal

total of these summaries, there is an advantage in sub-totaling
after each letter of the alphabet. If the totals agree, staple
to each summary the corresponding original sales slips and
mail them to the customers.

Work Eliminated

Before adopting this system, it had been the practise of
this company laboriously to copy these slips each month,
making one large itemized invoice for each customer, which
o