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THE AMERICAN INSTITUTE OF ACCOUNTANTS
REGULATIONS FOR THE CIRCULATING LIBRARY

1. Books may be retained for a period of two weeks from the
date borrowed. Allowance will be made for time lost in
delivery.

2. Renewal for an additional period of two weeks will be granted
upon request, provided no application has been made for the
same book,

3. When books borrowed are shipped by mail or express the
borrower shall pay the cost of shipment.

4. The borrower must bear the risk of loss, or damage, including
the risk of transit, and must pay for the expense of replacing
any book lost.

5. Works of reference, magazines and volumes which cannot be
replaced at all or without great expense, will not be included
in the circulating library.

6. A non-member shall have the right to borrow from the cir-
culating library, provided he presents a written order from a
member or associate, who shall guarantee payments for post-
age, loss or damage.

BUREAU OF INFORMATION SERVICE

Technical questions on any phase of accounting, except
taxation, may be submitted by members or associates to the
Bureau of Information, which in turn will refer them anony-
mously to other members experienced in the particular field
with which the question deals. Replies are then transmitted
anonymously to the original inquirer without responsibility on
the part of the Institute or Bureau of Information. This clearing
house for the exchange of information among the membership
has been tremendously helpful to many members, and frequentiy
provides a channel through which advice on questions not dis-
cussed in any published work may be obtained.




MANUAL OF ACCOUNTS AND
BUDGETARY CONTROL FOR
THE RUBBER INDUSTRY

BY

Tue AccountiNng COMMITTEE OF THE
RupBER AssociaTioN ofF AMERICA, Inc.

@

THE RONALD PRESS COMPANY
NEW YORK



Copyright, 1926, by
TeE RoNALD PrEss COMPANY

All Righis Reserved



PREFACE

For some time it has been generally realized that many
inconsistencies are present in the methods used by different
manufacturing companies of applying commercial expenses
when ascertaining the cost of sales of their products. Prob-
ably these inconsistent practices are as marked as those experi-
enced in ascertaining factory costs. Closely allied to the
problem of bringing about greater consistency in this respect
is the need for a uniform plan of general ledger accounts,
including accounts necessary in the collection of commercial
expenses and their application to the products. There is also
a decided need for a system of budgetary procedure to aid in
properly forecasting future costs and financial positions. Feel-
ing the need for greater consistency and more uniformity in
the rubber industry in regard to these problems, the Accounting
Committee of the Rubber Association of America, after a
great deal of study, has decided upon certain recommendations
for the industry as representing the ideal methods from both
a practical and economical standpoint.

Parts I, IT and IIT of this volume are devoted to presentmg
a manual of accounts, which provides proper classifications for
the analysis of commercial costs and their tie-in with other
general ledger control accounts. This manual is designed ac-
cording to the decimal system of classification, and provides
for nine major groups of accounts designated by numbers one
to nine. The numbers of group titles are indicative of the
manner and order in which assets, liabilities, capital and operat-
ing accounts should be recorded in the general ledger. Each
of these major groupings is subdivided, as 11 to 19, Cash,
U. S. Government Securities and Debts Receivable; 21 to
29, Merchandise, Materials and Goods in Process; 31 to 39,
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iv PREFACE

Properties, Plants and Securities; 41 to 49, Prepaid, Deferred
and Miscellaneous Assets; 51 to 59, Good-Will, Patents and
Trade Marks; 61 to 69, Current Liabilities; 71 to 79, Fixed
Liabhilities, Capital Stock and Surplus; 81 to 89, Income and
Expense on Sales; 91 to 99, Corporate Income and Expenses,
Income Tax and Profit and Loss. The accounts in each class
are those incorporated in the customary monthly balance sheets
and operating statements, These classifications represent, as
the conditions in each case may detertnine, either general ledger
accounts or the combination of definite groupings of accounts,
which, for the purpose of convenience or for more detailed
information, are kept separately in the general ledger.

As many accounts as necessary may be opened under each
of these classifications, with decimals. affixed to the whole
numbers, thus, 13.1, 13.2, 13.3, etc., so that the balances of
the various accounts under each classification may be readily
combined in preparing the trial balance, balance sheet and
profit and loss statement. In accounts where the balance of
the account is to be added to the general classification in pre-
paring the trial balance, it is subnumbered .1, .2, etc., and
where such balance is to be deducted, it is subnumbered .01,
.02, ete. This is indicated under Account 14, Accounts Receiv-
able-Customers., In addition to an outline of the account
names to be included in the general ledger, there is an explana-
tion of each account showing all items that should be debited
to it with the contra credits, and all items which should be
credited to it with the contra debits, with an explanation also
of its balance and how it is eventually to be dealt with. As
this classification is planned to cover all activities in manu-
facturing and distributing rubber products, it is obvious that
each company should use only those accounts which are ap-
plicable to their particular business.

Part IV is devoted to the collection of commercial costs
and their application to products. Commercial cost in the
rubber industry, which includes such items as warehousing,



PREFACE v

packing, advertising, selling and general administration, is
quite large in proportion to the total cost to make and market
the product, and it is, therefore, imperative that great care be
taken in allocating these expenses to products for the purpose
of fixing selling prices and determining the profits and losses
by lines and products. The Accounting Committee in deciding
upon the recommendations incorporated in this volume has
used the best experience available in the rubber industry and
in other industries as well, tempering theory, where necessary,
with practicability.

A detailed plan of budgetary control is outlined in Part V,
based on the best experience in the rubber industry. With the
ever-increasing competition in the industry it is very essential
that every company keep its house in order if it is to continue
in business. There is no better tool in the hands of the execu-
tives for accomplishing this purpose than that of proper
budgetary control which will provide a standard for measuring
actual accomplishments in money values and at the same time
enable the management to see the future properly from the
point of view of capital position and cash requirements, involv-
ing as they do the more detailed requirements of labor, material
and expense costs. By proper planning of the financing, more
advantageous rates may be secured on loans and measures may
be taken to avoid the many pitfalls of haphazard financing.

It is the opinion of the Accounting Committee that if the
recommendations outlined in this volume are followed, material
benefits will accrue to each company in the rubber industry and
to the industry as a whole. It is the hope of the Committee
that companies in other industries may secure something of
tangible benefit from the results of this study and effort.

The Accounting Committee of the
RUBBER ASSOCIATION OF AMERICA, INc.

New York,
November 15, 1926
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CLASSIFICATION OF ACCOUNTS—
GENERAL LEDGER
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BALANCE SHEET ACCOUNTS

MAJOR CLASSIFICATION OF ACCOUNTS

ASSETS

Cash, U. S. Government Securities and Debts Receivable
Merchandise, Materials and Goods in Process

Properties, Plants and Securities

Prepaid, Deferred and Miscellaneous Assets

Good-Will, Patents and Trade Marks

LiaBiLITiES

Current Liabilities
Fixed Liabilities, Capital Stock, Surplus

DETAILED CLASSIFICATION

Cash, U. S. Government Securities and Debts Receivable

11. Casm

11.1 Cash in Banks-General
Cash in Banks-Branch Deposits
Cash on Deposit—Special Accounts
Cash in Transit
Cash in Reserve
Cash Exchange

11.61 Exchange Items

.62 Transfer of Funds Account

7 Foreign Currency
.8 Working Funds .—
9 Postage Inventory

itnbhwiy

12, Maexerasie U. S, GOVERNMENT SECURITIES
3
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13. Norss, LoaNS AND ACCEPTANCES RECEIVABLE

13.1 Customers’ Notes and Acceptances
.2 Officers’ and Employees’ Notes
3  Miscellaneous Notes Receivable
4 Loans Receivable
01 Notes Receivable Discounted

14. AccounNTs RECEIVABRLE-CUSTOMERS

141 Accounts Receivable—Customers
.2 Accounts Receivable-Post-Dated Checks
.3 Suspended Accounts
.01 Reserve for Cash Discounts
02 Reserve for Volume Rebates
.03 Reserve for Freight Allowance
.04 Reserve for Bad Debts
05 Reserve for Adjustments
06 Reserve for Allowances

15. Accounts RECEIVABLE-MANUFACTURERS

15.1 Accounts Receivable-Manufacturers
.3 Suspended Accounts
.01 Reserve for Cash Discounts
.03 Reserve for Freight Allowance
.04 Reserve for Bad Debts
.06 Reserve for Allowances

16, Accounts RecervasLe-CustoMERs—ExprorT

16.1 Accounts Receivable-Customers~Export
.3 Suspended Accounts
.01 Reserve for Cash Discounts
.03 Reserve for Freight Allowance
04 Reserve for Bad Debts
.05 Reserve for Adjustments
06 Reserve for Allowances
.08 Reserve for Foreign Advertising

17, Accounts RECEIVABLE-CONTROLLED AND SUBSIDIARY
CoOMPANIES

171 Accounts Receivable—Controlled and Subsidiary
Companies {This account applies only to sub-
sidiary companies which are consolidated in



CLASSIFICATION OF ACCOUNTS 5

company records, if not, transactions are han-
dled as if an outside company.)
.2 Associated Companies-Purchased Material

18. Accounts RECEIVABLE-MISCELLANEOUS

18.1 Accounts Receivable
18.11 Officers and Employees
.12 Other Miscellaneous Accounts
2 Claims
18.21 Claims-Insurance
.22 Claims-Common Carriers
Suspended Accounts
Interest Due on Bank Deposits
Deposits
18.51 Deposits, Bid and Bond, etc.
.52 Mutual Insurance Premiums Returnable
6 Installments Due on Stocks and Bonds

thh

19. AccrUED ASSETS RECEIVABLE

19.1 Accrued Interest Receivable
.2 Matured Interest Coupons Receivable
3 Accrued Sinking Fund Income
4 Accrued Dividends Receivable
5 Accrued Royalties Receivable

2, Merchandise, Materials and Goods in Process

21l. MercuANDISE FINiIsHED (Goops

211 Finished Goods on Hand at Factories (Own Make)
21.11 Finished Goods on Hand at Factories (Own
Make)—Firsts
.12 Finished Goods on Hand at Factories (Own
Make)—Seconds '
01 Reserve for Shrinkage in Value-Finished
Goods on Hand at Factories (Own Make)
.2 Finished Goods on Hand at Branches (or Con-
signed) (Own Make)
21.21 Finished Goods on Hand at Branches (or
Consigned) (Own Make)-Firsts
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.22 Finished Goods on Hand at Branches {er
Consigned) (Own Make)-Seconds

.23 Transportation on Finished Goods on Hand
at Branches (or Consigned) {Own Make)

.02 Reserve for Shrinkage in Value-Finished
Goods on Hand at Branches (or Con-
signed) (Own Make)

.3 Finished Goods on Hand (Outside Manufacture)

21.31 Finished Goods on Hand (Qutside Manu-
facture)

.03 Reserve for Shrinkage in Value-Finished

Goods on Hand (Outside Manufacture)

4 Sample Account

25. Facrory Lepcer CoNTROL
26. MareRiALS AND SUPPLIES (see detail under explanation)

27. MATERIALS AND SUPPLIES IN TRANSIT

27.1 Material and Supplies in Transit
2 Advances to Vendors

3. Properties, Plants and Securities

31. PgoperTIES AND PLANTS (FACTORIES)

31.1 Land

31.11 Land
12 Cost of Acquisition of Land

Buildings
Machinery and Equipment
Molds, Cores and Poles
Liners and Wraps
Small Tools
Furniture and Fixtures
Autos and Auto Trucks
.02 Reserve for Depreciation-Buildings
.03 Reserve for Depreciation-Machinery and Equipment
.04 Molds, Cotes and Poles
.07 Reserve for Depreciation-Furniture and Fixtures
.08 Reserve for Depreciation-Autos and Auto Trucks

Nk W
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33,

34.

35.

36.

37.

38.

39.

CLASSIFICATION OF ACCOUNTS 7

CONSTRUCTION IN PROCESS

32.1 Construction in Process
.2 Contract Advances

ReaL Estate (BrawcHES AND WAREHOUSES)

33.1 Land
.2 Buildings and Building Fixtures
02 Reserve for Depreciation-Buildings and Building
Fixtures (For items capitalized concerning “im-
provements to leaseholds” see Account 48.)

Furniture anp Fixtures (OFFICES)

34.1 Branches
2 General Offices
01 Reserve for Depreciation—Branches
{02 Reserve for Depreciation-General Offices

AvuromMoBiLEs aND TRUCKS

35.1 Branches
.2 General Offices
.01 Reserve for Depreciation-Branches
02 Reserve for Depreciation—General Offices

ReaL EstaTe (OtHER THAN Business ProperTY)

36.1 Real Estate (Other than Business Property)
.01 Reserve for Depreciation

Stocks AND Bownps oF SumsipiARY CoMPANIES

37.1 Stocks of Subsidiary Companies
.2 Bonds of Subsidiary Companies
.01 Reserve for Loss on Stocks of Subsidiary Companies
.02 Reserve for Loss on Bonds of Subsidiary Companies

Carrrar Stock (UNALLOTTED)
381 Capital Stock (Unallotted}-Preferred
2 Capital Stock (Unallotted)~Common
Singine¢ Funps, SecuriTies, MorTcaGE Loans

39.1 Sinking Fund First Mortgage Ten-Year Gold Bonds
2 Securities of Qutside Companies
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39.21 Stocks of Qutside Companies
.22 Bonds of QOutside Companies
.01 Reserve for Loss in Value-Stocks of Out-
side Companies
02 Reserve for Loss in Value-Bonds of Out-
side Companies
3 Mortgage Loans
39.31 Employees’ Second Mortgage Loans
.32 Employees’ Mortgage Loans (Other)

Prepaid, Deferred and Miscellaneous Assets

41. SALARY AND WAGE ADVANCES

41.1 Factory Payroll Advances
.2 Salary Payroll Advances
.3 Advanced Payments against Commissions

42, PREPAID INSURANCE

42.1 Prepaid Insurance-Branches
.2 Prepaid Insurance~General Office
.3 Prepaid Insurance-Factories

43. FreicaT anp Exeress (Inpounp) (CLEARING ACCOUNT)

431 Undistributed Freight and Express {(Inbound)
.2 Freight Advances
.01 Distributed Freight and Express (Inbound)

44, PrepAID STATE AND CoUNTY PrOPERTY TAXES
45, Preramn INTEREST ON Bank Loans (or Discount)
48. IMPROVEMENTS TO LEASEHOLDS

49, Prepalp EXPENSEs~MISCELLANEOUS
49.1 Prepaid Bond Discount and Expense
.2 Prepaid Commercial Agency Subscriptions
.3 Prepaid Rent
4 Experiments and Developments
49.41 Labor
42 Other than Labor

.5 Suspended Charges-Allied Companies
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.6 Insurance Adjustments
.7 Prepaid Advertising
9 Miscellaneous Prepaid Items

Good-Will, Patents and Trade Marks

51, PATENTS

52, TrapE MARKS
53. Trape NamEes
54. Goop-WILL

Current Liabilities

61. Notes, LoaNs AND ACCEPTANCES PAYABLE

61.1 Notes Payable to Banks
.2 Notes Payable (Other than Banks)
3 Loans Payable

62. AccounTs PAYABLE

62,1 Accounts Payable-QOutside Vendors
2 Accounts Payable-Unclaimed Wages, etc.
62.21 Unclaimed Wages
.22 Unclaimed Dividends
Excise Tax Payable on Sales
Claims Payable
62.41 Miscellaneous Claims Payable
42 Accident Claims Payable
Unaudited Invoices
Unrendered Invoices
Contract Estimates Payable
Accounts Payable-Employees
62.81 Deposits on Tools, etc.
.82 Deposits on Locker Keys
.83 Savings and Securities
.84 Income Tax withheld at Source
.85 Stock Subscriptions
.86 Payments on Houses
87 Benefit Account
.9 Accounts Payable-Miscellaneous
62.91 Customers’ Overpayments
99 Accounts Payable-Miscellaneous

H Y

o o



10

69.

MANUAL OF ACCOUNTS

AccruEp PavroLL

63.1 Accrued Payroll-Factories
2  Accrued Payroll-Salaries
.3 Accrued Commissions

DivipExDps PAYABLE

64.1 Dividends Payable-Preferred Stock
2 Dividends Payable—Common Stock

Accounts PAvaBLE-CONTROLLED AND SuBSIDIakY CoM-
paNies (This account applies only to subsidiary com-
panies which are consolidated in company records, if not,
transactions-are handled as if an outside company.)

Accrugp Taxes

67.1 Accrued Capital Stock Tax
.2 Accrued State Income Tax
.3 Accrued State Franchise Tax
4 Accrued State and County Property Tax
.5 Accrued Federal Income Tax

AccrUED INTEREST

68.1 Accrued Interest on Bonds
.2 Accrued Interest Payable (Other than Bonds)

AccrUED LIAmiLITIES-MISCELLANEOUS

69.1 Accrued Royalties Payable
2 Accrued Demurrage
.3 Accrued Rent
4  Accrued Liability Insurance
.9 Accried Liabilities-Miscellaneous

7. Fixed Liabilities, Capital Stock, Surplus

71

Funpep DEsT

71.1 Bond Issues of Company
71.11 First Mortgage Ten-Year Gold Bonds
.12 Subscriptions to First Mortgage Ten-Year
Gold Bonds
.13 Reserve for Sinking Fund First Mortgage
Ten-Year Gold Bonds
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01 Subscribers to First Mortgage Ten-Year
Gold Bonds

72. CariTaL Stock

72,1 Capital Stock-Preferred
.2 Capital Stock—-Common
4  Subscriptions to Preferred Capital Stock
.5 Subscriptions to Common Stock
01 Treasury Stock—Preferred
02 Treasury Stock—-Common
.03 Subscribers to Preferred Capital Stock
.04 Subscribers to Common Stock

74. GENERAL RESERVES

79. SurrLus

79.1 Surplus Unappropriated

79.11 Surplus Unappropriated
.01 Dividends Paid

5  Surplus Appropriated

79.51 Capital Stock Donated
.52 Surplus through Revaluation






OPERATING ACCOUNTS

MAJOR CLASSIFICATION OF ACCOUNTS

INcoME AND EXPENSES

8 Income and Expense on Sales

9 Corporate Income and Expense, Income Tax and Profit and
Loss Accounts

DETAILED CLASSIFICATION OF ACCOUNTS

8. Income and Expense on Sales

81. Saies

81.1
2

Sales (Own Products)
Sales (Outside Products)

82. DrpucTiONS FROM SALES

821
2
3

iane

Returned Goods
Allowances
Adjustments
82.31 Adjustments
.32 Adjustment Contingency
Excise Tax on Sales
Volume Rebates
Transportation
82.61 Transportation on Merchandise Shlpped Di-
rect to Customer
82.611 Freight
612 Truck
.613 Express
614 Parcel Post
.62 Transportation on Consigned Merchandise-
Factory to Branch

13
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63 Transportation on Consigned Merchandise~
Branch to Branch
.64 Transportation on Merchandise Shipped
from Branch to Customer
82.641 Freight
642 Truck
.643 Express
.644 Parcel Post
.65 Transportation on Returned Goods

./ Cash Discount on Sales

83, Cost oF SaALes

83.1 Cost of Sales (Own Products)
.2 Cost of Sales (Outside Products)

ComuEeRCIAL EXPENSES

85. Servineg Expense (CoNTROL)

All selling expenses should be broken down after a uni-
form classification, departmentally, as follows:
Salaries
85.10 Salaries—Executives
.11 Salaries-Department Managers and Assistants
.12 Salaries-Branch Managers and Assistants
.13 Salaries-Salesmen
.14 Commission-Salesmen
.15 Commission—Agents
.16 Commission-Brokers
.17 Training Expense—Salesmen
.18 Salaries—Adjustors
.19 Salaries-Office Managers
20 Salaries-Credits and Collections
21 Salaries~Stenographers
.22 Salaries-Clerical-General
.23 Salaries-Chauffeurs and Drivers

Traveling Expense
85.24 Traveling Expense-Executives
25 Traveling Expense-Salesmen
.26 Entertzinment Expense
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Rental Expense

85.27 Rent
.28 Losses on Leases
-.20 Maintenance and Repairs to Buildings
30 Taxes on Buildings
.31 Insurance on Buildings
.32 Depreciation on Buildings
.33 Heat, Light, Power and Water

Factory Warehouse and Shipping Expense
85.34 Factory Warehouse and Shipping Expense
(See factory reports for detail. This expense
should be broken down in accordance with detail
of factory overhead classification.)

Depot Expense
85.35 Depot Expense
{Depots function as distribution aids to branches,
The total depot expense should be analyzed to this
account number. 1f desired, further analysis
should take exact breakdown of the 85. accounts,
which are applicable to the same degree as though
it were a branch.)

Branch Warehouse and Shipping Expense

85.36 Salaries-Stock Clerks
.37 Packing and Shipping Labor
.38 Packing and Shipping Supplies
.39 Stock Handling Expense
40 Taxes on Stock
Al Insurance on Stock
42 Outside Storage Space (Other than Depots)
43 Cartage and Trucking
44 Auto and Truck Maintenance
45 Gasoline and Oil
46 Tires and Accessories
47 Depreciation Autos and Trucks
A8 Miscellaneous Auto Expense

Office and Miscellaneous Expense

85.54 Samples
.55 Losses on Finished Goods
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.56 Postage-General
.57 Employment Expense

.58 Employees’ Compensation Insurance

.59 Premiums on Surety Bonds

.60 Stationery and Office Supplies

.61 Telegraph and Telephone

.64 Furniture, Fixtures and Equipment Expense

85.641 Maintenance and Repairs
642 Taxes
.643 Insurance
644 Depreciation

65 Duty on Incoming Shipments

.66 Freight and Express (Other than on Finished
goods)

67 Truck Tire Applying

.68 Taxicab Mileage Contract Expense

69 Credit and Collection Expense
.70 Books and Periodicals

.71 Dues and Donations

.72 Sales Service Expense

73 Miscellaneous~Unclassified

Bad Debts
85.74 Bad Debts

Advertising
85.75 Salaries—Advertising Manager and Assistants

.76 Advertising Expenses

ApMINISTRATIVE ExPENSE (CONTROL)

All Administrative Expenses should be broken down after
a uniform classification, departmentally, as follows:

Administrative Salories
86.10 Salaries~Executives

.11 Salaries-Department Managers and Assistants
.19 Salaries-Office Managers

.21 Salaries—Stenographers

.22 Salaries~Clerical-General

23 Salaries-Chauffeurs and Drivers
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Troveling Expense—Administrative

86.24 Traveling Expense
.26 Entertainment Expense

Rental Expense
86.27 Rent
.29 Maintenance and Repairs to Buildings
.30 Taxes on Buildings
.31 Insurance on Buildings
.32 Depreciation on Buildings
.33 Heat, Light, Power and Water

Auto Expense
86.44 Auto and Truck Maintenance
45 Gasoline and Oil
46 Tires and Accessories
47 Depreciation—-Autos and Trucks
A48 Miscellaneous Auto Expense

Office and Miscellaneous Expense

86.56 Postage—General
.57 Employment Expense
.58 Employees’ Compensation Insurance
.59 Premiums on Surety Bonds
.60 Stationery and Office Supplies
61 Telegraph and Telephone
.62 Tabulatory Machines-Rental and Supplies
63 House Organ Expense
.64 Furniture, Fixtutes and Equipment Expense
86.641 Maintenance and Repairs
642 Taxes
643 Insurance
.644 Depreciation
.70 Books and Periodicals
.71 Dues and Donations
73 Miscellaneous~Unclassified

Corporaie Expense
86.77 Legal Expense
.78 Directors’ Fees and Expense
.79 Conventions and Conferences
.80 Patent Expense
81 Auditing
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9. Corporate Income and Exzpense, Income Tax and Profit
and Loss Accounts

91. CorproraTE IncoME CREPITS

91.1 Rent Received
.2 Gain or Loss on Miscellaneous Sales
91,21 Salvage Sales
.22 Obsolete Finished Goods Sales (Extraordi-
nary)
.23 Obsolete Raw Materials and Supplies Sales
91.231 Raw Materials
232 Supplies
.24 Factory Salesroom (Gain or Loss)
.29 Miscellaneous Sales
Purchase Commission
Dividends Received
Gain or Loss on Foreign Exchange
Sinking Fund Income
Miscellaneous Income Credits

aitne

92, CorroraTE IncoMe DEBITS

92.1 Pensions
2 Inventory Adjustments (Extraordinary)
92.21 Inventory Adjustments~-Finished Goods
.22 Inventory Adjustments—-Goods in Process
.23 Inventory Adjustments-Raw Materials and
Supplies
92.231 Raw Materials
.232 Supplies
.3 Taxes
92,31 Capital Stock Tax (Federal)
.32 State Taxes (Franchise or Income)
4 Extraordinary Expenses (Other than Property)
.6 Property Expenses (Extraordinary)
92,61 Extraordinary Expenses (Property)
62 Demolitions
.63 Transfers (Allied Companies)
.64 Extraordinary Experiments and Develop-
ments
~.65 Loss or Gain on Sale of Autos and Trucks
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.9 Miscellaneous Income Debits

9291 Loss or Gain on Insurance Claims
99 Miscellaneous Items

93. CorroraTE Finance EXPENsEs

093.2 Cash Discount on Purchases
3 Interest Credits
4 Interest Debits
5 Interest on Bonded Debt
6 Interest {Allied Companies)
93.61 Interest Credits
.62 Interest Debits

»
.

94. ProvisioN For INCOME Tax (FeDERAL)

99, ProrFiT AND Loss

99.1 Profit and Loss-General
2 Profit and Loss~-Suspense
9 Profit and Loss—Prior Period Charges






SECTION 11

DETAILED EXPLLANATION OF GENERAL
LEDGER BALANCE SHEET ACCOUNTS






BALANCE SHEET ACCOUNTS

1. Cash, U. S. Government Securities and Debts Receivable
11.1 Cash in Banks-General Account

Debit with: (1) The amount of funds transferred from deposi-
tories in branch cities as shown by cash receipts journal,
Crediting AccounT 11.62, TRANSFER OF FUNDS.

(2) The transfer of amounts on special deposit to the
general cash account as shown on the cash disbursements
journal, Crediting Account 11.3, Casa oN DEPOSIT-SPECIAL
AccounTs.

(3) The amount of cash in reserve temporarily or per-
manently withdrawn as shown on cash receipts journal,
Crediting Account 11,5, CasH IN RESERVE.

- (4) The amount drawn from foreign depositories, Credit-
ing Account 11.7, ForEigN CURRENCY.

(5) The reduction or return of working funds as shown on
cash receipts journal, Crediting Account 11.8, WorrING
Funps.

{6) The amount credited by various banks upon accept-
ance or renewal of notes as shown on cash receipts journal,
Crediting Account 61.1, Notes PavaBrLe At BANK, at the
same time Debiting the proper account for items of interest or
discount.

{7) The amount of interest earned on bank balances cred-
ited to accounts by various depositories as shown on cash re-
ceipts journal, Crediting Account 93.3, InTEREST CREDITS.

(8) The amount of receipts of cash by the home office
deposited with banks, Crediting Account 14.1, Accounts
RecrivapLE—-CusToMERS ; AccouNT 15.1, Accounts RecEIv-
ABLE-MANUFACTURERS; AccouNnT 16.1, AccouNTts Rrcerv-
ABRLE-CUSTOMERS-EXPORT, or other appropriate account, at

23
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the same time Debiting accounts for amount of deductions or
allowances.

(9) Amount of payments by customers of notes and trade
acceptances receivable as shown by cash receipts journal,
Crediting Account 13.1, CusToMERS~NOTES AND ACCEPT-
ANCES RECEIVABLE,

(10) The proceeds of notes and trade acceptances receiv-
able, which have been discounted at bank, Crediting AccounT
13.01, Notes ReceivaBLE DiscounTED, and Debiting Ac-
coUNT 93.4, INTEREST DEBITS, for the amount of the discount.

Credit with: (1) The amount of cash placed on special deposit

with each separate bank, Debiting Account 11.3, CasH on
DEPOSIT-SPECIAL ACCOUNTS.

(2) The amount of money reserved for permanent deposit
in all banks as shown on cash dishursements journal, Debiting
Account 11.5, Casn 1N RESERVE.

(3) The total amount of vouchers paid during period,
Debiting Account 62.1, AccounTts PavarLeE-OutsipE VEN-
DoRs, at the same time Crediting Account 93.2, Case Dis-
couNT ON PURcHASES, with the amount of discount earned.

(4) The gross amount of all notes and trade acceptances,
discounted, which have been dishonored, Debiting ACCOUNT
13.01, Notes REcEIVABLE-DISCOUNTED.

Balance of this account represents the amount of cash in the banks

which handle the general cash, plus outstanding checks, but
not including cash in reserve or segregated for special pur-

poses.

This account acts as a control over the subsidiary bank de-
posit ledger, wherein record of deposits and withdrawals of
cash with each bank should be maintained. Postings should
be made to this ledger daily, and daily balances reported. This
ledger should be maintained in the cashier’s department.

11.2 Cash in Banks-Branch Deposits

Debit monthly with: (1) The total deposits made with the banks

receiving branch deposits as shown on the cash receipts jour-
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nal, Crediting Account 14.}, Accounts RECEIVABLE-CUs-
- TOMERS, or other appropriate account.

(2) The amount of interest earned on Bank Balances cred-
ited to Branch Peposit accounts by various Depositors as
shown on cash receipts journal, Crediting Account 93.3, In-
TEREST CREDITS.

Credit monthly with: (1) The transfer of funds from the branch
deposits to the general cash as shown on the cash disburse-
ments journal, Debiting Account 11.62, TrRaANSFER OF FUNDS
ACCOUNT.

Balance of this account represents the amount of branch deposits
not yet transferred to the general cash account.

This account acts as a control over the subsidiary branch
bank deposits ledger, wherein a record of deposits and with-
drawals with each bank should be maintained. Postings to
this subsidiary ledger should be made daily and daily balances
reported. This ledger should be maintained in the cashier’s
department.

11.3 Cash on Deposit-Special Accounts

Debit with: (1) The amount of cash on special deposit including
Certificates of Deposit, with each separate bank, Crediting
Account 11,1, Casa 1xn BANKS-GENERAL,

(2) The amount of interest earned on bank balances or
certificates of deposit, Crediting Account 93.3, INTEREST
CrEpITS.

Credit with: (1) The transfer of these deposits, as shown on the
cash disbursement journal, to the general cash account, Debst-
tng Accourt 11.1, Casa v BaANgs—GENERAL, or if other-
wise deposited, Debiting the proper cash account,

Balance of this account represents the amount of cash on deposit
with all special depository banks.

11.4 Cash in Transit

Debit with: (1) Amount of cash deposited by subsidiaries or
branches, notification of which has not been received in the
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general office on the last day of the period, when Account
11.1, CasE 1N BaAnNKs—GENERAL is closed. The total Credit
is to accounts receivable, Debit at the same time being made to
cash discount on sales ; outward freight and freight allowances
—sales; outward ireight and freight allowances, etc., depend-
ing upon the deductions taken by the customer or subsidiary
when remitting cash.

Credit on the first day of new period with the exact amount
Credited to accounts receivable, at the same time crediting
cash discount on sales; outward freight and freight allow-
ances, etc.

Balance of this account represents amount of all cash items in
transit from subsidiary companies and branches at the close
of each month, where it is desirable to credit the company
remitting the cash at the end of the month, for iterns not actu-
ally received until after the close of the cash records of the
Teceiving company.

11,5 Cash in Reserye

Debit with: (1} The amount of money reserved for permanent de-
posit in all banks, as shown on cash disbursements journal,
Crediting AccounT 11.1, Casu 1N BANKS—GENERAL,

(2) The amount of iaterest earned on bank balances,
Crediting Account 93.3, INTEREST CREDITS.

Credit with: (1) Amounts temporarily or permanently withdrawn
as shown on the cash receipts journal, Debiting AccounTt
11.1, Casua 1N BANR—GENERAL.

Bolance of this account represents the amount of permanent
reserve deposits in all be}nks.

This account acts as a control over the subsidiary cash in.
reserve ledger, wherein record of reserves and withdrawals
with each bank should be maintained. This ledger should be
maintained by the cashier’s department.

11.61 Exchange Items

Debit with: (1) The amount paid out in exchange for checks,
Crediting AccounTt 11.1, CasH 1IN BANKS-GENERAL,
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Credit with: (1) The amount of checks issued in exchange for
cash, Debiting Account 11.1, Casu 1N¥ Banks-GENERAL.
Balance: There should be no balance in this account as all re-
ceipts, either in checks or cash, should be deposited on the

same day as the offsetting exchange payments are made.

This detail may be controlled by offsetting columns on the
cash book, making this account unnecessary.

11.62 ‘Transfer of Funds Account

Debit with: (1) The amount of transfer of funds from branch de-
posits to the general cash account, Crediting Account 11.2,
CasB 1N BANKs-BrancEH DEPOSITS.

Credit with: (1) The amount of transfer of funds from deposits
in branch cities, as shown by cash receipts journal, Debiting
Account 11.1, CasH 1N BANKS—(GENERAL.

Balance: There should be no balance in this account as all re-
ceipts or debits should offset disbursements or credits at the
end of each day.

11.7 Foreign Currency

Debit with: (1) The original U. S. currency value of cash de-
posited in foreign banks, Crediténg Accounts 16.1, ACcCOUNTS
RECEIVABLE~CUSTOMERS-EXPORT, at the same time Debiting
any allowance accounts. Debit or Credit also should be made
to AccounT 91.5, Gain or Loss on ForeleN ExcHANGE, for
difference in exchange, if any.

Credit with: (1) The amounts drawn from foreign depositories,
Debiting Account 11.1, Casg 1IN BANKS—-(GENERAL, at the
same time Debiting or Crediting AccounT 91.5, Gain or Loss
on ForeicN ExcHANGE, for difference in exchange (if any).

Balance of this account represents the amount of deposits to credit
in foreign banks at the close of the period evaluated at U. S.
currency values at time of deposit.

11.8 Working Funds (Imprest System)

Debit with: (1) The amounts, agreed upon as working funds er
additions thereto, in the possession of various individuals, such
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as petty cashier, factory cashier, branch cashier, salesmen,
credit managers, etc., as shown by the voucher register, Cred-
iting ACCOUNT 62.1, AccouNts PAYABLE-OUTSIDE VENDORS.

Credit with: (1) Reductions or return of working funds as shown
on the cash receipts journal, Debiting Account 11.1, Casn
IN BANKS-GENERAL.

Balance of this account represents the amount of working funds
in the possession of various persons.

This account acts as a control over the subsidiary working
fund ledger, wherein a record of moneys in possession of each
person should be maintained. This ledger should be kept by
the cashier’s department.

Expenditures from funds controlled by this account should
be vouchered and paid in the usual course of business by the
imprest method.

119 Postage Inventory

Debit with: (1) The amounts expended for stamps as shown by
the voucher register, Crediting Account 62.1, AccounTts
PAvABLE-OUTSIDE VENDORS,

Credit by means of a journal entry voucher with the value of
deliveries of stamps to the various departments at the end of
each period, Debiting Account 85.56 or 86.56, PosTAGE-
GENERAL, either in branch, selling or administration depart-
ment, or AccouNT 82.614, TRANSPORTATION oN MERCHAN-
prsE SHIPPED DIREcT To CusToMERS—PARCEL Post, if such
stamps are controlled by this account.

Balance of this account represents the value of the postage in-
ventory at the end of each period.

At the end of each fiscal period, all stamps in possession
of each division should be collected and inventoried by credit-
ing each department, so that the exact value of all stamps on
hand may enter into the fiscal balance sheet.

12, Marketable U. S. Government Securities

Debit with: (1) The cost value of Liberty Bonds, U. S. Certifi-
cates of Deposit or other readily marketable Government
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securities, Crediting Account 11.1, Casm 1N BANKsS-GEN-
ERAL or AccouNTt 62.1, AccounTs PAvABLE-OUTSIDE VEN-
poks, if paid through the voucher register.

(2) The amount of difference between the cost and sales
value (upon sale) of securities sold (at a profit), Crediting’
Account 99.2, ProFiT AND L0oSs—SUSPENSE.

Credit with: (1) The cash value of the securities (when sold),
Debiting Account 11.1, Casa 1N BaANKS—GENERAL,

(2) The amount of difference hetween the cost and sales
value (upon sale) of securities sold (at a loss), Debiting Ac-
couNT 99.2, ProrFiT AND L0SS—-SUSPENSE.

Balance of this account represents the cost value of marketable
U. 8. Government securities on hand at the end of each
period.

Interest on these securities should be accrued monthly and
be Credited to Account 93.3, InTEREST CREDITS, Debiting at
the same time Account 19.1, AccrUED INTEREST RECEIV-
ABLE,

13.1 Customers’ Notes and Acceptances

Debit with: (1) The amount of notes and trade acceptances, in
payment of account, received from customers as indicated on
the note register, Crediting Account 14.1, Accounts Re-
cervasLE-CusToMERs, or other accounts receivable control,
depending on source of receipt.

Credit with: (1) The payment of customers’ notes as shown on
the cash receipts journal Debiting Account 11.1, CasH 1N
BaNkS—GERERAL.

(2) The cancellation of customers’ notes, Debiting Ac-
count 141, Accounts RECEIVABLE-CUSTOMERS, or other
accounts receivable control.

(3) The gross amount of notes and trade acceptances re-
ceivable, discounted, which have been paid at maturity, Debii-
ing Account 13.01, NoteEs RECEIVABLE-DISCOUNTED.

(4) The gross amount of notes and trade acceptances re-
ceivable, discounted, which have been dishonored, Debiting
Account 14.1, Accounts RECEIVABLE-CUSTOMERS, or other
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accounts receivable control. Protest fees, if any, should also
be charged to the proper accounts receivable control, Crediting
AccounTt 11.1, Casu IN BANKS-GENERAL,

Balance of this account represents the amount of customers’ notes
and trade acceptances held or discounted, not yet due for
payment.

The notes receivable register should be maintained in the
cashier’s department, wherein all detail records of notes and
trade acceptances should be made and the monthly totals,
only, entered on the general ledger to the customers’ notes and
trade acceptances receivable control account.

13,2 Officers’ and Employees’ Notes

Debit with: (1) The amount of notes receivable of officers and
employees, received in payment of accounts as shown on the
notes register, Crediting Account 18.11, Accounts REcErv-
ABLE-OFFICERS AND EMPLOYEES.

Credst with: (1) The payment of officers’ and employees’ notes
as shown on the cash receipts journal, Debiting AccounT
11.1, Casa 1N BANRS—GENERAL.

(2) The amount of cancellations or adjustments of ac-
counts secured by officers’ and employees’ notes, Debiting
appropriate expense account.

Balance of this account represents the amount of officers’ and em-
ployees’ notes receivable held, not yet due for payment.

The detail of these notes should be recorded in the notes
receivable register—officers and employees, which record
should be maintained by the cashier’s department.

13.3 Miscellaneous Notes Receivable

Debit with: (1) The amount of notes received in settlement of
miscellaneous accounts or other general indebtedness, Credit-
ing Accounr 18.12, Accounts RECEIVABLE-MISCELLANEOUS,
or other appropriate account.

Credit with: (1) The amount of payment of these notes as shown
on the cash receipts journal, Debiting Account 11.1, Casn
IN BANRS-(GENERAL.
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Balance of this account represents the amount of notes receivable—
miscellaneous, not yet due for payment.

The detail record of these notes should be recorded in the
notes receivable—miscellaneous register, which should be
maintained by the cashier’s department.

-

13.4 Loans Receivable

Debit with: (1) The amount of all loans receivable, not secured
by note or mortgage, Crediting Account 11.1, Casm 1N
Banks-GENERAL.

Credit with: (1) The amounts received in repayment of loans, not
secured by note or mortgage, Debiting Account 11 1, Casm
IN BANKS-GENERAL.

Balance of this account represents the amount of outstanding loans,
not secured by note or mortgage, at the end of any accounting
period and should control the subsidiary record containing the
detail of this balance.’

Loans made to subsidiary or controlled companies in the
way of permanent or semi-permanent investment should ap-
pear in ACcoUNT 17.1 or 66, AccouNTs RECEIVABLE or Pay-
ABLE-CONTROLLED AND SUBSIDIARY COMPANIES,

13.01 Notes Receivable~Discounted

Debit with: (1) The gross amount of all notes and trade accept-
ances, discounted, which have been paid at maturity, Crediting
Account 13.1, CustomErs’ NoTES AND ACCEPTANCES.

(2} The gross amount of all notes and trade acceptances,
discounted, which have been dishonored, Crediting AcCCouNT
11.1, Casr 1N BANKsS—-GENERAL.

Credit with: (1) The gross amount of all notes and trade accept-
ances which have been discounted at bank, Debiting ACCOUNT
11,1, Casu v Bawkgs~-Generax, for the proceeds, and Ac-
count 93.4, INTEREST DERITS, for the amount of the discount.

Balance of this account represents gross amount of notes and
trade acceptances receivable, which have been discounted at
bank, which are not yet due for payment.
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The balance of this account, deducted from the amount
of customers’ notes and trade acceptances receivable, should
be the gross amount of all customers’ notes and trade accept-
ances on hand.

14.1 Accounts Receivable-Customers

Debit monthly with: (1) The total amount of billing rendered by

the sales department as shown on journal entry voucher pre-
pared from sales register, Crediting Account 81.1, SaLEs
(Own Probucts), or Account 81.2, SaLes (Oursoe Prob-
ucrs).

(2) The amount of billing rendered by the miscellaneous
billing section as shown on journal entry voucher, prepared
from the bill register, maintained by that division, Crediting
the appropriate miscellaneous sales account.

(3) The cancellation of the gross amount of notes and
trade acceptances receivable—discounted, which have been dis-
honored, Crediting Account 13.1, CustoMERS’ NOTES AND
ACCEPTANCES, at the same time debiting the appropriate ex-
pense account for the charges, if any.

(4) The total amount of all credit balances appearing on
accounts receivable ledger at end of each accounting period,
Crediting Account 62.91, CusToMERS’ OVERFAYMENTS,

Credit with: (1) The gross value received in settlement of ac-

counts as shown on the cash receipts journal, Debiting Ac-
counT 11.1, CasH v BaNks—GENERAL; AccounT 14.01, Re-
SERVE FOR CASH DiscounTts; AccouNTt 14.02, RESERVE FOR
VoLuME REBATES, or other reserve or adjustment account.

(2) The total amount deposited by branches in branch de-
positories representing collections of accounts receivable as
shown by cash receipts journal, Debiting Accounrt 11.2, Casna
IN Banxs-Branca Drrosits; Account 1401, RESERVE For
Casu Discount; Account 14,02, RESERVE For VoLUuME RE-
BATES, or other reserve or adjustment account.

(3} The amount of questionable accounts transferred to
suspended accounts ledger, Debiting 14.3 SusPENDED Ac-
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couNts-CusToMERs. All questionable accounts should clear
through suspended accounts.

(4) The amount of notes received in payment of account
as shown on the note register, Debiting Account 13.1, Cus-
TOMERS’ NOTES AND ACCEPTANCES.

{5) The amount of trade acceptances received in payment
of accounts, as shown on the trade acceptance register, Debit-
ing AccounTt 13.1, CusToMERS NOTES AND ACCEPTANCES.

(6) The amount of poast-dated checks received in settlement
of accounts, Debiting AccouNnT 14.2, AccouNTs RECEIVABLE
—~Post-Datep CHECEKS.

(7) The sales value of all returned merchandise, received
in good condition, Debiting AccounTt 82.1, RETURNED GOODS.

(8) On the first day of each following month with the
amount debited to this account, representing customers’ over-
payments, Debiting Accounrt 6291, Customers’ OVERPAY-
MENTS,

Balance of this account represents the amount of customers’ ac-
counts unpaid at the end of the period.

This account acts as a control over the subsidiary ledger for
accounts receivable—customers.

14.2 Accounts Receivable~-Post-Dated Checks

Debit with: (1) The gross amount of all post-dated checks re-
ceived, Crediting Account 14,1, AccounNTs RECEIVARLE-
CustomErs, at the same time Debiting Account 14.01, Re-
sErVE For Casu Discounts; Account 14.02, RESERVE FoR
VoLuME REBATE, or other reserve or adjustment account,
for amounts deducted from the face amount of the account.

C redit with: (1) The amount of post-dated checks when they be-
come due, Debiting Account 11.1, Casn 1N BaANKs—GEN-
ERAL,

Balance of this account represents the net amount of post-dated
checks at the end of the period, which are not due for deposit.

14.3 Accounts Receivable-Customers’ Suspended Accounts

Debit with: (1) The amount of customers’ accounts transferred
on account of being past due or questionable as to ultimate
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collection, Credsting AccouNT 14.1, AcCoUNTS RECEIVABLE-
CusToMERS.

Credit with: (1) The amounts received in payment of the accounts
as shown on the cash receipts journal, Debsting ACCOUNT
11.1, Casa 1IN BANKS—GENERAL.

(2) The amount of any adjustment made in the account or
if considered worthless, the full amount, Debiting AcCouNT
14.04, Reserve For Bap DerTs-AccouNTs RECEIVABLE-
CUSTOMERS.

Balance of this account represents the amount of doubtful custom-
ers’ accounts, at the end of the period.

This account acts as a comntrol over the subsidiary ledgers
for accounts receivable, suspended accounts—customers.

1401 Reserve for Cash Discounts—Accounts Receivable-
Customers

Debit with: (1) The amount of cash discounts actually allowed
and for which reserve has been set up, Crediting AccounTt
14.1, Accounts ReceivasLe-CustoMERs—through the cash
book.

(2) The amount by which this reserve is diminished due
to becoming too large, Crediting Account 82.7, Casu Dis-
COUNT ON SALES,

Credit with: (1) The amount set up at the end of each month,
which it is assumed will be taken advantage of by customers
when they make payment. The amount of this reserve should
be figured on a percentage basis, equivalent to the discount
rate allowed, on each line or type of product, by class of cus-
tomer, on the totzal sales made during the period, Debiting Ac-
count 82.7, CasH DIscouNT ON SALES.

"~ (2) The amount by which this reserve is increased due to
becoming too small, Debiting Account 82.7, Casr DiscounT
ON SALES.

Balance of this account should be indicated on the trial balance and
be deducted from the total amount of accounts receivable-
ctustomers, on the monthly balance sheet.
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14.02 Reserve for Volume Rebates~Accounts Receivable-
Customers

Debit with: (1} The actual amount of volume rebates allowed to
distributors during the accounting period, Credsting ACCOUNT
14.1, Accounts RECEIVABLE-CUSTOMERS.

{2) The amount by which this reserve is diminished, due
to becoming too large, Crediting Account 82.5, VoLuME
REBATES.

Credit with: (1) That percentage of maximum liability for vol-
ume rebates to be allowed customers, which experience shows
will be earned by customers’ accounts on the sales value of all
merchandise sold during the period subject to such volume
rebate, Debiting AccounTt 82.5, VoLUME REBATES.

{2) The amount by which this reserve is increased, due to
becoming too small, Debiting Account 82.5, VoLuME RE-
BATES.

Balance of this account should be indicated on the trial balance and
be deducted from the total amount of accounts receivable—
customers, on the monthly balance sheet.

14.03 Reserve for Freight Allowance-Accounts Receivable-
Customers

Debit with: (1) The actual amount of freight allowed to custom-
ers during the accounting period, when settling their accounts.
This is applicable only to goods shipped collect and on which
allowance for freight is made when customer makes payment.
Crediting Account 14.1, Accounts RecevaBLe-CusToM-
ERS,

(2) The amount by which this reserve is ditninished due
to becoming too large, Crediting Account 82.61 or 82.64,
TRANSPORTATION ON MERCHANDISE SHIPPED DirECT TO
CusToMER OR FROM Brawce 10 CUSTOMER.

Credit with: (1) The estimated amount of freight, which past ex-
perience has shown, customers will deduct in settling their ac-
counts, This is applicable only to goods shipped collect and
on which allowance for freight is made when customer makes
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payment. Debiting Account 82.61 or 82.64, TRANSPORTA-
TiIoN ON MEercEANDISE SHipPED Direcr 10 CUSTOMER or
FrROM BRANCH TO CUSTOMER. :
(2) The amount by which this reserve is increased, due to

becoming too small, Debiting Account 82.61 or 82.64, Trans-
PORTATION ON MERCHANDISE SHIPPED Drkct to CustoM-
ER OR FROM BrancH T0 CUSTOMER.

Balance of this account should be indicated on the trial balance
and be deducted from the total amount of accounts receivable—
customers, on the balance sheet.

14.04 Reserve for Bad Debts—Accounts Receivable-Cus-
tomers

Debit with: (1) The amount of all items or accounts found to be
uncollectible, Crediting Account 14.3, SusPENDED Ac-
couNTs—CUSTOMERS.

(2} The amount by which this reserve is diminished, due
to becoming too large, Crediting Account 85.74, Bao DeeTs,

Credit with: (1} An amount sufficient to take care of uncollectible
items, in order that the amount of outstanding customers’ ac-
counts may be appraised on a given date. The amount of the
reserve, if established from past experience, should be based
on a percentage rate equivalent to the actual loss sustained on
the total amount of sales for a given period, Debiting Ac-
couNT 85.74, Bap Deets, with the amount so set up.

{2) The amount by which this reserve is increased, due to
becoming too small, Debsting Account 85.74, BAp DEnTs.

Balaonce of this account should be indicated on the trial balance
and be deducted from the total amount of accounts receivable
—customers, on the balance sheet,

1405 Reserve for Adjustments—Accounts Receivable-Cus-
tomers

Debit with: (1) The amount by which adjustment reserve is re-
lieved due to contingent liability diminishing, Crediting Ac-
counT 82.32, ADyusTMENT CONTINGENCY.
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Credit with: (1) That percentage of period sales, which past ex-
perience shows represents the amount which will be lost due to
adjustment of charges upon articles sold under guarantee,
Debiting Account 82.32, ApjustTMENT CONTINGENCY.

(2) The amount by which adjustment reserve is increased
due to contingent liability becoming greater, Debiting Ac-
coUNT 82.32, ApJusTMENT CONTINGENCY.

Balance of this account should be indicated on the trial balance and
be deducted from the total amount of accounts receivable—
customers, on the monthly balance sheet. This is in the nature
of a permanent reserve and should not be confused with Ac-
counNT 82.31, ApyusTMENTS, which is the current account.

14.06 Reserve for Allowances-Accounts Receivable-Cus-
tomers

Debit with: (1) The amount allowed customers, such as miscel-
laneous allowances, price decline rebates, policy adjustments,
etc., or for other reasons, not coverable by one of the other
accounts listed as “Deductions from sales,” Crediting Ac-
count 14.1, Accounts RecrIvABLE~CUSTOMERS.

Credit with: (1) The amount set-up at the end of each month
which it is assumed, in ordinary procedure will be allowed
customers, for miscellaneous allowances or adjustments, when
making payment for their accounts, in order that the amount
of accounts receivable—customers may be appraised on a
given date, Debiting AccounT 822, ALLOWANCES.

Balance of this account should be indicated on the trial balance and
be deducted from the total amount of accounts receivable—
customers, on the balance sheet.

15.1 Accounts Receivable~-Manufacturers

Debit monthly with: (1) The total amount of billing rendered by
the sales department, as shown by journal entry voucher
prepared from sales register; for all sales to manufacturers,
Crediting Account 81.1, SaLes (Owx Propucts), or Ac-
counT 81.2, SarLes (OuTtsipe Probucrs).
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{2) The amount of hilling rendered by the miscellaneous
billing section as shown by journal entry voucher prepared
from the bill register maintained by that division, Crediting
the appropriate account, misceflaneous sales division.

(3) The cancellation or the gross amount of notes and trade
acceptances receivable—discounted, which have been dis-
honored, Crediting Account 13.1, Cusromers’ NoTES AND
ACCEPTANGCES, at the same time Debiting the appropriate ex-
pense account for the charges, if any.

Credit with: (1) The gross value received in settlement of ac-

counts as shown on the cash receipts journal, Debsting Ac-
couNt 11.1 Casm 1IN BaNks—GENERAL; Account 1501,
ReseaveE ror CasH DiscounTts; Account 1503, RESERVE
FOR FREIGHT ALLOWANCE, or other reserve or adjustment
account,

(2) The amount of questionable accounts transferred to
suspended accounts ledger, Debiting Account 15.3, Sus-
PENDED ACCOUNTS—MANUFACTURERS, All questionable ac-
counts should be cleared through suspended accounts.

(3) The amount of notes received in payment of account
as shown on the note register, Debiting Account 13.1, Cus-
TOMERS’ NOTES AND ACCEPTANCES,

{4) The amount of trade acceptances received in payment
of accounts, as shown on the trade acceptance register, Debit-
ing Account 13.1, CustoMERS’ NOTES AND ACCEPTANCES.

(5) The sales value of all returned merchandise, received
in good condition, Debiting Account 82.1, RETURNED Goobs.

Balance of this account represents the amount of manufacturers’

accounts receivable unpaid at end of period.

This account acts as a control over the subsidiary ledger for
accounts receivable—manufacturers.

15.3 Accounts Receivable-Manufacturers—-Suspended Ac-

counts

Debit with: (1) The amount of manufacturers’ accounts trans-

ferred on account of being past due or questionable as to
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ultimate collection, Crediting Account 15.1, AccounTts RE-
CEIVABLE-M ANUFACTURERS.

Credit with: (1) The amount received in payment of the ac-
counts as shown on the cash receipts journal, Debiting Ac-
count 11.1, Casa 1N BANKS—(GENERAL.

(2) The amount of any adjustment made in the account or
if considered worthless, the full amount Debiking AcCCOUNT
1504, ReservE For Bap DEBTS —AcCCOUNTS RECEIVABLE~
MANUFACTURERS.

Balance of this account represents the amount of doubtful manu-
facturers’ accounts, at the end of the period.

This account acts as a control over the subsidiary ledgers
for accounts receivable—suspended accounts—manufacturers.

15.01 Reserve for Cash Discounts—Accounts Receivable-
Manufacturers

Debit with: (1) The amount of cash discounts actually allowed
and for which reserve has been set up, Credifing ACCOUNT
15.1, Accounts RECEIVABLE-MANUFACTURERS, through the
cash book.

(2) The amount by which this reserve is diminished due
to becoming too large, Crediting Account 82.7, Casg Dis-
COUNT ON SALES.

Credit with: (1) The amount set up at the end of each month,
which it is assumed will be taken advantage of by customers
when they make payment. The amount of this reserve should
be figured on a percentage basis equivalent to the discount
rate allowed on each line or type of product, by class of
customer, on the total sales made during the period, Debiting
Account 82.7, Casr DiscouNT oN SALES.

(2) The amount by which this reserve is increased due to
becoming too small, Debiting Account 82.7, CasH DiscoUNT
ON SALES.

Balance of this account should be indicated on the trial balance and
be deducted from the total amount of accounts receivable—
manufacturers, on the monthly balance sheet.
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15.03 Reserve for Freight Allowance-Accounts Receivable-
Manufacturers

Debit with: (1) The actual amount of freight allowed to custom-
ers during the accounting period, when settling their accounts.
This is applicable only to goods shipped collect and on which
allowance for freight is made when customer makes payment,
Crediting Account 15.1, AccounTs RECEIVABLE-MaxNvu-
FACTURERS,

(2) The amount by which this reserve is diminished due to
becoming too large, Crediting Account 82.61 or 82.64,
TRANSPORTATION ON MERCHANDISE SHIPPED DIRECT TO
CusToMER Ok FROM BraNcEH To CUSTOMER.

Credit with: (1) The estimated amount of freight which past ex-
perience has shown customers will deduct in settling their ac-
counts. This is applicable, only, to goods shipped collect and
on which allowance for freight is made when customers make
payment. Debiting Account 82.61 or 82.64, TRANSPORTA-
TION ON MERCHANDISE SHIFPED Direct To CUSTOMER OR
FrROM BrANCH T0 CUSTOMER,

(2) The amount by which this reserve is increased due to
becoming too small, Debiting Account 82.61 or 82.64, TraNS-
PORTATION ON MERCHANDISE SHipPED Dirkct 10 CUSTOMER
or FRoM BrancH To CUSTOMER.

Balance of this account should be indicated on the trial balance and
be deducted from the total amount of accounts receivable-
manufacturers,

15.04 Reserve for Bad Debts=Accounts Receivable-Manu-
facturers

Debit with: (1) The amount of all items or accounts found to be
uncollectible, Crediting Account 15.3, SuspENDED Ac-
COUNTS-ACCOUNTS RECEIVABLE-M ANUFACTURERS,

(2) The amount by which this reserve is diminished, due to
becoming too large, Crediting Account 8574, Bap DErTs.

Credit with: (1} An amount sufficient to take care of uncollectible
items, in order that the amount of outstanding manufacturers’
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accounts may be appraised on a given date. The amount of
the reserve, if established from past experience, should be
based on a percentage rate equivalent to the actual loss sus-
tained on the total amount of sales for a given period, Debit-
ing Account 85.74, Bap DEBTs, with the amount so set up.
{2) The amount by which this reserve is increased due to
becoming too small, Debiting Account 85.74, Bap DEbrs,
Balance of this account should be indicated on the trial balance and
be deducted from the total amount of accounts receivable—
manufacturers, on the balance sheet.

15.06 Reserve for Allowances—Accounts Receivable-Manu-
facturers

Debit with: (1) The amount of all allowances, not provided for
specifically otherwise, which are made to manufacturers upon
payment of their invoices, Crediting Accounrt 151, Ac-
COUNTS RECEIVABLE-MANUFACTURERS,

Credit with: {1) An amount sufficient to take care of miscellane-
ous allowances, which in ordinary procedure will be allowed
customers for miscellaneous allowances or adjustments when
making payment for their accounts, in order that the amount
of accounts receivable-manufacturers may be appraised on a
given date, Debiting Account 82.2, ALLOWANCES.

Bglance of this account should be indicated on the trial balance
and be deducted from the total amount of accounts receivable—
manufacturers, on the balance sheet,

16.1 Accounts Receivable-Customers~Export

Debst monthly with: (1) The total amount of billing rendered by
the sales department as shown on journal entry voucher pre-
pared from sales register, Crediting Account 81.1, SaLEs
(Own Probucts), or AccounT 81.2, SaLes (Oursme Prop-
UCTS).

(2) The amount of billing rendered by the miscellaneous
billing section as shown on journal entry voucher prepared
from the bill register maintained by that division, Crediting
the appropriate miscellaneous sales account.
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(3) The cancellation of the gross amount of notes and
trade acceptances receivable discounted, which have been dis-
honored, Crediting Account 13.1, CustomERs’ NOTES AND
AccCEPTANCES, at the same time Debiting the appropriate ex-
pense account for the charges, if any.

Credit with: (1) The gross value received in settlement of ac-
counits as shown on the cash receipts journal, Debiting Ac-
count 111, Casg 1n BANKs—GENERAL, or AccounT 11.7,
Forercn CURRENCY, at the same time Debiting any allowance
accounts.

(2) The amount of questionable accounts transferred to
suspended accounts ledger, Debiting Account 163, Sus-
PENDED AccounTs-ExXpPorT. All questionable accounts should
be cleared through suspended accounts.

(3) The amount of notes received in payment of account as
shown on the note register, Debiting Account 13.1, Cus-
TOMERS’ NOTES AND ACCEPTANCES.

(4) The amount of trade acceptances received in payment
of account as shown on the trade acceptance register, Debiting
Account 13.1, CustomMeErs’ NOTES AND ACCEPTANCES.

(5) The sales value of all returned merchandise, received
in good condition, Debiting Account 82.1, RETURNED GooDs.

Balance of this account represents the amount of export accounts
unpaid at the end of the period.

This account acts as a control over the subsidiary ledger
for accounts receivable—customers—export.

16.3 Accounts Receivable-Export-Suspended Accounts

Debit with: (1) The amount of export accounts transferred on
account of being past due or questionable as to ultimate col-
lection, Crediting Account 16.1, AccouNts RECEIVABLE-
CusToMERS-EXPORT.

Credit with: (1) The amount received in payment of the accounts
as shown on the cash receipts journal, Debiting AccounT 11.1,
CasH 1N BANKS—GENERAL, at the same time Debiting any al-
lowance accounts.
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(2) The amount of any adjustment made in the account, or
" if considered worthless, the full amount, Debiténg AcCoUNRT
16.04, ReservE For Bap DEers—-Accounts RECEIVABLE-
Exrport.
Balance of this account represents the amount of doubtful export
accounts at the end of the period.

This account acts as a control over the subsidiary ledger for
accounts receivable—suspended accounts—export.

16.01 Reserve for Cash Discounts-Accounts Receivable-
Customers—-Export

Debit with: (1) The amounts of cash discount actually allowed
and for which reserve has been set up, Crediting AccouNT
16.1, Accounts RECEIVABLE-CuUSTOMERS-EXPORT, through
the cash book.

. (2) The amount by which this reserve is diminished due to
becoming too large, Crediting Account 82.7, CasH DiscounT

_ ON SALES.

Credst with: (1) The amount set up at the end of each month,
which it is assumed will be taken advantage of by customers
when they make payment. The amount of this reserve should
be figured on a percentage basis equivalent to the discount rate
allowed on each line or type of product, and by class of cus-
tomer, on the total sales made during the period. Debiting
Account 82.7, CasH DiscouUNT ON SALES.

(2) The amount by which this reserve is increased due to
becoming too small, Debiting Account 82.7, Casa DiscoUunT
ON SALES.

Balance of this account should be indicated on the trial balance and
be deducted from the total amount of accounts receivable-
customers—export, on the monthly balance sheet.

16.03 Reserve for Freight Allowance-Accounts Receivable
—Customers~Export

Debit with: (1) The actual amount of freight allowed to custom-
ers during the accounting period, when settling their accounts.
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This is applicable only to goods shipped collect and on which
allowance for freight is made when customer makes payment.
Crediting Account 16.1, AccouNTs RECEIVABLE-CUSTOM-
ERS—ExXPORT.

(2) The amount by which this reserve is diminished due to
becoming too large, Crediting Account 8261 or B82.64,
TrRANSPORTATION ON MERCHANDISE SHIFFED DIRECT TO
CUSTOMER or FROM BRANCH T¢ CUSTOMER,

C redit with: (1) The estimated amount of freight, which past ex-
perience has shown, customers will deduct in settling their
accounts. This is applicable only to goods shipped collect
and on which allowance for freight is made when cus-
tomers make payment. Debiting Account 82.61 or 82.64,
TRANSPORTATION ON MERCHANDISE SHIFFED DIRECT TO
CusToMER or FROM BrancH T0 CUSTOMER.

(2) The amount by which this reserve is increased due to
becoming too small, Debiting Account 8261 or 82.64,
TraNsPorTATION ON MERCHANDISE SuIsPed DIRECT TO
CusToMER or FrROM BrRANCH T0 CUSTOMER.

Balance of this account should be indicated on the trial balance and

be deducted from the total amount of accounts receivable—
customers—export.

16.04 Reserve for Bad Debts-Accounts Receivable—Cus-
tomers—Export

Debit with: (1) The amount of all items or accounts found to be
uncollectible, Crediting Account 16.3, SusPENDED Ac-
COUNTS—EXPORT.

(2) The amount by which this reserve is diminished, due to
becoming too large Crediting AccounT 85.74, Bap Deprs.

Credit with: (1) An amount sufficient to take care of uncollectible
items in order that the amount of outstanding export accounts
may be appraised on a given date. The amount of the reserve
as established from past experience, should be based on a per-
centage rate, equivalent to the actual loss sustained on the
total amount of sales for a given period. Debiting Account
85.74, Bap Deprs, with the amount so set up.

)
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(2) The amount by which this reserve is increased, due to
becoming too small, Debiting Account 85.74, Bap DEsTS.

Balance of this account should be indicated on the trial balance and
be deducted from the total amount of accounts receivable-

export, on the balance sheet. :

16.05 Reserve for Adjustments—-Accounts Receivable-Cus-
tomers-Export

Debit with: (1) The amount by which the adjustment reserve is
relieved due to contingent liability diminishing, Credifing
Account 82.32, ApJusTMENT CONTINGENCY,

Credit with: (1) That percentage of period sales, which past ex-
perience shows represents the amount which will be lost due
to adjustment of charges upon articles sold under guarantee,
Debiting Account 82.32, ApJusTMENT CONTINGENCY,

(2) The amount by which adjustment reserve is increased
due to contingent liability becoming greater, IDebiting
Account 82.32, ApJusTMENT CONTINGENCY,

Balonce of this account should be indicated on the trial balance and
be deducted from the total amount of accounts receivable—

- export, on the monthly balance sheet. This is in the nature of
a permanent reserve and should not be confused with
Account 82,31, ApJusTMENTS, which is the current account.

16.06 Reserve for Allowances~Accounts Receivable-Cus-
tomers-Export

Debit with: (1) The amount of all allowances, not provided for
specifically otherwise, which are made to export accounts upon
payment of their invoices, Crediting AccounTt 16.1, AccouNnTs
RECEIVABLE~-CUSTOMERS-EXPORT.

Credit with: (1) An amount sufficient to take care of miscellane-
ous allowances, which in ordirary procedure will be allowed
export customers for miscellaneous allowances or adjustments,
when making payment for their accounts, in order that the
amount of accounts receivable—customers—export may be ap-
praised on a given date. Debiting Account 82.2, ALLow-
ANCES.
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Balance of this account should be indicated on the trial balance and
be deducted from the total amount of accounts receivable-
customers—export, on the balance sheet.

16.08 Reserve for Foreign Advertising-Accounts Receiv-
able-Customers-Export

Debit with: (1) The amount of actual allowance to foreign cus-
tomers, upon collection of accounts, for advertising, Crediting
Account 16.1, Accounts RECEIVABLE~-CUSTOMERS-EXPORT.

Credit with: (1) That percentage of export sales, which past ex-
perience or present policy indicates, will be lost, due to allow-
ance made for foreign advertising, Debiting Account 85.76,
ADVERTISING EXPENSE,

Balance of this account represents the amount which it is estitnated
will be allowed foreign customers, as deductions from their
remittances, for advertising allowances.

17.1 Accounts Receivable-Controlled and Subsidiary Com-

panies

Debit monthly with the amount of charges against subsidiary com-
panies, including items such as:

(1) Proportion of expenses applicable to subsidiary com-
panies, Crediting appropriate account.

(2) Materials furnished subsidiary companies, Credifing
appropriate account.

(3) Invoices paid for, or advances in favor of subsidiary
companies as shown on the voucher register, Crediting Ac-
couNT 62.1, Accounts PavasLe-Qursine VENDORS, or Ac-
coUNT 17.2, AssociaTED CoMPANIES—PURCHASED MATERIAL.

(4) Amount of interest charged controlled or subsidiary
company, Credsting AccouNt 9361, INTEREST CREDITS
—ALLIED COMPANIES,

Credit with: (1) The amount of cash received from subsidiary
companies, Debiting Account 111, CasH 1N BANKs-
GENERAL.

(2) Materials, etc., received from subsidiary companies.
Debiting appropriate account,
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(3) Notes received in payment of account, Debsting Ac-
couNT 13.3, MIsCELLANEOUS NoTEs RECEIVABLE.

Balance of this account represents the amount due from subsidi-
aries as accounts receivable.

This account acts as a control over the subsidiary companies
ledger, wherein record of detail transactions with the indi-
vidual companies should be maintained. .

When a payment or advance is made for a subsidiary com-
pany, a “Notification of charge” form, should be made out and
“A” copy filed with voucher; “B” copy forwarded to sub-
sidiary company and “C” copy filed in special file.

In the balance sheet, only that portion of the above account
or accounts, will appear under this classification of “Current
assets” as will in the ordinary course be received in cash.

That portion of this balance, which is in the nature of per-
manent advances to controlled or subsidiary companies, should
be shown on the balance sheet under the caption “Advances to
controlled and subsidiary companies.”

This account is the same as ACcOUNT 66, AccounTts Pav-
ABLE-CONTROLLED AND Supsipiary CompaNies. If Sub-
sidiary is indebted to parent company, the balance should
appear on the “Trial balance” as an asset under the ahove
caption.

17.2 Associated Companies—Purchased Material

Debit with: (1) The cost of purchases for the account of asso-
ciated companies, as shown on the voucher register, Crediting
Account 62.1, Accounts PavapLE-OuUTsIoE VENDORS.

Credit with: (1) The amount of billing rendered against asso-
ciated companies, as shown on the miscellaneous bill register,
Debiting Account 17.1, AccouNTS RECEIVABLE-CONTROLLED
AND SupsiDIARY COMPANIES,

Balence of this account represents the gross value of purchases for
account of associated companies, not yet billed.

18.11 Accounts Receivable-Officers and Employees

Debit monthly with: (1) The amount of billing rendered against
officers and employees as shown on the miscellaneous bill
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register, Crediting appropriate account miscellaneous sales
account. '

Credit with: (1) The amounts received in payment of accounts by
officers and employees as shown on the cash receipts journal,
Debiting AccounTt 11.1, CasH IN BANKS—GENERAL.

(2) The amount of notes receivable of officers and employ-
ees received in payment of accounts as shown on the note
register, Debiting Accouwt 13.2, Notes RECEIVABLE~
OrFricers AND EMPLOVEES,

(3) The amount of adjustment of accounts of officers and
employees, Crediting appropriate expense account.

Balance of this account represents the amounts due from officers
and employees, on open account, at the end of the pericd.

This account acts as a control over the subsidiary ledger
for accounts receivable—officers and employees.

18.12 Accounts Receivable-Other Miscellaneous Accounts

Debit with: (1) The amount of those sales or charges, which are
not in the nature of sales of regular product, such as sales of
scrap, obsolete and discarded equipment, royalties and all other
accounts receivable, except as otherwise provided for, Credit-
ing Account 19.5, Accruep RoYALTIES-RECEIVABLE or
other appropriate miscellaneous sales account. {The miscel-
laneous billing section should bill and analyze ail miscellaneous
sales to credit accounts).

Credit with: {1) The amount of money received in settlement of
these accounts as shown on the cash receipts journal, Debit-
ing Account 11.1, Casr 1N BaANKs-GENERAL,

(2) The amount of notes receivable in payment of account
as shown on the note register, Debiting Account 13.3, Mis-
CELLANEOUS NoTEs RECEIVABLE.

(3) The amount of questionable accounts transferred to
suspended accounts ledger, Debiting Account 183, Sus-
PENDED ACCOUNTS—MISCELLANEOUS.

Balance of this account represents the amount of miscellaneous
accounts receivable, unpaid at the end of the period.



BALANCE SHEET ACCOUNTS 49
18.21 Claims~Insurance

Debit monthly with: (1) The amount of claims for fire loss, or
other loss covered by insurance, rendered against insurance
companies, when amount of claim has been agreed upon,
Crediting AccouNT 49.0, INSURANCE ADJUSTMENTS.

Credit monthly with: (1) The payment of claim as shown on the
cash receipts journal, Debiting Account 111, Casg IN
BaNksS-GENERAL, for amount of claims received in cash.

Balance of this account represents the amount of claims uncollected
at end of period.

A register of claims should be maintained by the miscel-
laneous billing section.

1822 Claims-Common Carriers

Debit monthly with: (1) The amount of claims, as shown on the
claim register, made against transportation companies for the
value of shortages on shipments of raw materials or supplies,
overpayment of freight and express, and any damage on or
loss to articles, for which the carrier is responsible, Crediting
AcccounT 25, Factory LEDGER CONTROL; or AcCCoUNT 26,
MATERIALS AND SUPPLIES, depending on which controls the
value.

Credit with: (1) The amount of cancelled claims due to subse-
quent receipt of material, Debiting Account 26, MATERIALS
AND SurppLIES, or AccounT 25, Facrory Lepcer CoNTROL.

(2) The amount of cash received in payment of claims,
Debiting Account 11.1, Casa 1N BANKs-GENERAL.

(3) The amount of all cancelled claims or the amended
portion due to compromise settlement on account of inability
to collect, Debiting Account 92.91, M1scELLANEOUS INCOME
Derrts (Loss or Gain on Craims).

Balance of this account represents the amount of claims on com-
mon carriers unpaid at the end of the period.

A register of claims should be maintained by the miscel-
. laneous billing section.
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18.3 Suspended Accounts—Miscellaneous

Debit with: (1) The amount of miscellaneous accounts receiv-
able, employees or other miscellaneous accounts, transferred
from the active ledgers, on account of being past due, or
questionable as to ultimate collection, Crediting ACCOUNT
18.11, AccounTs RECEIVABLE-OFFICERS AND EMPLOYEES, Or
Account 18.12, AccouNts RECEIVABLE-MISCELLANEOUS.

Credit with: (1) The amount received in payment of these ac-
counts as indicated on the cash receipts journal, Debiting Ac-
counT 11.1, CasH 1N BANKS—GENERAL.

(2) The amount of any adjustments made in the account,
or if considered worthless, the full amount, Debiting ACCOUNT
85,74, Bap DxeBTs,

Balance of this account represents the amount of doubtful accounts
receivable, employees and other miscellaneous accounts.

This account acts as a control over the subsidiary ledgers
for accotnts receivable—suspended accounts—employees, and
other miscellaneons accounts.

184 Interest Due on Bank Deposits

Debit with: (1) The estimated amount due as interest on bank
deposits at the end of any accounting period when the amounts
are not credited previous to closing cash for the period, Credit-
ing Account 93.3, INTEREST CREDITS.

Credit with: (1) The amount debited to this account at the end
of the last accounting period, Debiting Account 93.3, INTER-
esT CREDITS,

Bolance of this account represents the estimated amount due as
interest on bank deposits, not reported by banks before cash is
closed at end of period, and should be reversed at the begin-
ning of the succeeding accounting period,

18.51 Deposits—Bid and Bond, Ete.

Debit with: (1) The amount of all charges or deposits made to
cover bids on contracts, or deposits on work or services, con-
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tracted for or to be used in the future, Crediting AccounT
11.1, Casu 18 BaNKS-GENERAL, or if run through voucher
register, Crediting Account 62.1, ACCOUNTS PAYABLE-QOuT-
SIDE VENDORS, '

Credit with: (1) The amount of the return of the deposit, or ad-
vance charge, or the cancellation or transfer of the advance,
Debiting Account 11.1, Casm IN BANKS-GENERAL; Ac-
CoUNT 62.1, AccouNTs PavasLe-OuTsipE VENDORS, where
the amount of deposit has been retained to apply on account
of purchases; or other appropriate account depending on
nature of transaction.

Balance of this account represents the amount of all deposits and
advances on transactions, other than insurance, not yet com-
pleted.

18.52 Mutual Insurance Premiums Returnable

Debit with: (1) The full amount of the initial preminm paid to
mutual companies on compensation and employers’ liability
policies, Crediting Account 62.1, Accounts PavasLe-Our-
SIDE VENDORS.

(2) The estimated return premium on accrual of compen-
sation and liability insurance, Crediting Account 23, Fac-
TorRY LEDGER CONTROL, or other appropriate account, if not
a factory charge.

(3) The estimated return premium on mutual fire insurance
policies, Crediting Account 62.1, Accounts PavasLe-Our-
SIDE VENDORS, at time policy is paid or approved for payment -
(Account 423, Preram INsuranNceE FAcToRiEs, being
charged the net amount).

Credit with: (1) The return of the deposit, or receipt of cash or
credit memo, for return premium on compensation and lia-
bility policies, Debiting AccounT 11.1, Case 18 BANKS-GEN-
ERAL, or AccouNT 62.1, AccounTts PavaeLE-OuTtsipE VEN-
-DORS.

(2) The return of the estimated return premium on Mutual
Fire Insurance Policies, Debiting Account 111, CasH IN
BaNk-GENERAL (if received in cash), or Account 62.1,
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AccounTts PavasLe~OuTsiDE VENDoORs (if in form of credit
memo).

Balance of this account represents the estimated return premiums
on mutual fire and compensation and liability insurance
policies.

18.6 Installments Due on Stocks and Bonds

Debit with: (1) The total amount of the installment called for,
Crediting AccouNT 72.03, SUBSCRIBERS TO PREFERRED CaPI-
TAL STOCR, or other subscribers’ account for stocks or bonds.

(2) The amount of money paid in on “Forfeited” subscrip-

tions, Crediting Account 79.11, SurPLUS UNAPPROPRIATED.

Credit with: (1) The total amount of money received from sub-
scribers as shown on the cash receipts journal, Debiting Ac-
count 11.1, Case IN BANKS-GENERAL.

(2) The amount of notes received in payment of subscrip-
tions, Debiting Account 13.3, MisceLLaNEoUus Notes Re-
CEIVABLE.

(3) The cancellation of subscriptions, Debiting Account
72.4, SusscrirrioNs TO PREFERRED CAPITAL STOCK, or other
subscription account for stocks or bonds.

Balance of this account represents the amount of installment called
for, and remaining unpaid at the end of the period.

19.1 Accrued Interest Receivable

Debit with: {1) The amount of interest accrued on notes receiv-
able, loans, and other various accounts receivable, Crediting
AccounTt 93.3, INTEREST CREDITS,

Credit with: (1) The amount of interest received on notes or
other various accounts receivable as shown on the cash receipts
journal, Debiting Account 11.1, Casa 1v BANks~GENERAL,

(2) The amount of “Matured interest coupons” on bonds
held for investment, Debiting Account 19.2, MAaTURED IN-
TEREST CoUPONS RECEIVABLE.

Balance of this account represents the amount of interest earned

but not yet due or paid.
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Interest accruals on notes receivable should be made on
the notes receivable register and the total amount for period
ascertained and journal entry voucher prepared, at the end of
each period.

Other accruals of interest should be controlled by similar
record.

All interest received must be checked with accrual record to
see that accruals coincide with book record.

18.2 Matured Interest Coupons Receivable

Debit with: (1) The amount of “Matured interest” on bonds,
Credsting Account 19.1, AccRUED INTEREST RECEIVABLE,

Credit with: (1) The redemption value of matured interest on
honds received, as shown on the cash receipts journal, Debit-
ing Account 11.1, Casn 1N BANKS-GENERAL.

Balance of this account represents the value of matured interest
coupons on honds, due for payment, but not yet redeemed.

A register of bonds owned should be maintained by the
treasury department and be consulted at the end of each
accounting period and journal entry prepared for all matured
interest coupons.

19.3 Accrued Sinking Fund Income

Debit with: (1) The amount of interest or dividend accruals at the
end of each accounting period, Crediting AccounNt 91.6,
SinkinG Funp INcoME Account,

Credit with: (1) The amount of interest of dividends received on
sinking fund investments as shown on the cash receipts jour-
nal, Debiting Account 11.1, CasH 1N BANKS—GENERAL.

Balance of this account represents the amount of income on sink-

ing fund investments, accrued but not due,

Refer to Account 39.1, SinkiNG Funp First MoRTGAGE
TEN-YEAR GoLp Bownps for method of treatment of sinking
funds.
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19.4 Accrued Dividends Receivable

Debit with: (1) That amount representing the accrual of divi-
dends, which in the history of the company, it is presumed
will be declared in usual manner, Crediting Account 91.4,
DivipExnps RecrIVED.

Credit with: (1) The amount of dividends received from invest-
ments in stocks of outside companies, Debsting Accounr 11.1,
CasH 1IN BANKS—GENERAL,

Balance of this account represents the amount of dividends on
stocks of outside companies, which are accrued although un-
paid or undeclared.

19.5 Accrued Royalties Receivable

Debit with: (1) That amount of money which is reported by
patentees as being earned, or if grants are calculable without
advice, the amount due, Creditsng Account 91.9, Miscer-
LANEOUS INcoME CREDITS.

Credit with: (1) The amount of collections made against unin-
voiced accrued royalties, Debiting Account 11.1, CasH IN
Banks-GENERAL, .

(2) The amount of all billings of royalties made during
period as indicated by miscellaneous sales register, Debiting
Account 18.12, AccounTs RECEIVABLE-OTHER MISCELLAN-
EOUS ACCOUNTS.

Balance of this. account represents either the accrued unpaid
royalties receivable at the end of each period and the accrued
uninvoiced royalties at the end of each period, or hoth,

2. Merchandise, Materials and Goods in Process
21, Merchandise Finished Goods

This division of account is set up to control all finished
goods on hand, whether firsts or seconds and whether our
own manufacture or articles purchased for resale.

Schrader goods, purchased for resale, should be controlled
under this classification, only when the articles are physically
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separated and controlled by other than the main storeroom
for raw materials.

21.11 Finished Goods on Hand at Factories (Own Make)-
Firsts.

Debit with: (1) The value, at cost price, for such manufactured
items completed during the accounting period as are put into
the factory warehouse, Credsting AccounT 25, FAcTorY
Lepbcer CoNTROL.

Credit with: (1) The value of the articles sold from factory dur-
ing the period, as reflected from sales analyses, at cost prices,
Debiting Account 83.1, Cost oF Saves (Owx Probucts).

(2) The cost value of all articles transferred to branches,
Debiting Accouxnt 21.21, Finisaep Goops oN HAND AT
BrancHES (or CoNsiGNEDR) {OwN MAKE)-FIRSTS,

(3) The cost value of all merchandise requisitioned by fac-
tory salesrocom from finished goods, for sale to employees or
otherwise, Debiting Account 91.24, FACTORY SALESROOM-
GaIN or Loss, or other appropriate account.

(4) The value, at cost price, of all articles billed on pro-
forma invoices or as samples, Debiting Account 214,
SAMPLES.

(5) The cost value of all finished merchandise returned to
factory for reprocessing, Debiting Account 25, Facrory
Lepcer CoNTROL.

(6) The cost value of all finished merchandise scrapped
during period, Debiting Account 21.01, Reserve For
SHRINKAGE IN VALUE-FinisHED Goops oN Hawp AT Fac-
ToriES (OwN MaxEe) with the amount less the salvage value
which should be debited to scrap account.

Balance of this account represents the value of the inventory of
finished goods on hand at factories (own make)-firsts, at cost
price.

An inventory, in physical units only, should be prepared at
the end of each accounting period. These units, priced at cost
should agree with the balance of this account. The book in-
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ventory may be utilized for monthly closings; however, a
physical inventory should be taken at least once every year
or by periodic selective check.

21.12 Finished Goods on Hand at Factories (Own Make)—
Seconds

Debit with: (1) The total value of seconds, at cost price, for all
manufactured items completed during the accounting period
as are put into the factory warehouse, Crediting AccounTt 25,
Facrory LEpGER CONTROL.

Credit with: (1) The value of the seconds articles, sold from fac-
tory during the period, as reflected from sales analyses, at
seconds cost prices, Debiting AccounTt 83.1, CosT oF SALES
(Own Probucts).

(2) The value of all articles transferred to branches, Debst-
ing Account 21.22, FinisgED Goobs oN HaND AT BRANCHES
(or ConsigNED) (OWN MAKE)-SECONDS.

(3) The cost value of all merchandise requisitioned by fac-
tory salesroom, from finished goods, for sale to employees or
otherwise, Debiting Account 91.24, Facrory SALESROOM-
GAIN or Loss, or other appropriate account.

(4) The value, at cost price, of all articles billed on pro-
forma invoices or as samples, Debiting Account 214,
SAMPLES.

(5) The cost value of all finished merchandise returned to
factory for reprocessing, Debiting Account 25, Factory
LepGER CONTROL.

(6) The cost value of all finished merchandise scrapped
during period, Debiting Account 21.01, Reserve For
SHRINKAGE IN VALUE-FiNis#ED Goops oN Hawp ar Fac-
ToRIES (OWN MAKE) with the amount less the salvage value
which should be debited to scrap account.

Balance of this account represents the value of the inventory of
finished goods on hand at factories (own make)-seconds, at
seconds cost price.

An inventory, in physical units only, should be prepared
at the end of each accounting period. These units priced at
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seconds cost, should agree with the balance of this account.

The book inventory may be utilized for monthly closings;
however, a physical inventory should be taken at least once
every year or by periodic selective check.

21.01 Reserve for Shrinkage in Value-Finished Goods on
Hand at Factories (Own Make)

Debit with: (1) The amount of difference between the actual cost
price and marked-down price of finished goods, Crediting
Account 81.1, Saces (Own Propbucts). This entry will
permit all sales being placed on the books at actual selling
prices; the reduced selling price being built up by the differ-
ence.

{2) The cost value of all finished goods scrapped during
period, Credsting Account 21.11 or 21.12, FinisaED Goobs
o~ Hanp AT Facrories (OwN Make)-FIRSTS or SECONDS,
less their salvage value which should be debited to scrap ac-
count.

Credit with: (1) that percentage of value of finished goods on
hand account, which experience shows will be the amount lost
due to marking down value of and scrapping finished goods
on hand, Debiting AccounTt 91.22, Gain or Loss on Osso-
LETE Finisaep Goops Sares (EXTRAORDINARY).

Balance of this account represents the probable loss which will be
sustained, under the usual selling prices, in making sales of
the obsolete finished goods inventory,

Above method permits the application of the expense due to
this cause to the period in which the obsolescence occurred, or
was ascertained.

21.21 Finished Goods on Hand at Branches or Consigned
(Own Make)-Firsts

Debit with: (1) The cost value of manufactured items completed
during the accounting period and shipped directly to branches,
Crediting AccouNt 25, Factory LEDGER CONTROL.
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(2) The cost value of all articles transferred to branches
during the period from the finished goods warehouse stock,
Crediting Account 21.11, FinisEep Goops oN HAND AT
Facrories (OwN MAKE)-FIrsTs,

Credit with: (1) The value of the articles sold from branches dur-
ing the period as reflected from sales analyses, at cost prices,
Debiting Account 83.1, Cost oF Saces (Own Probucts).

(2) The value, at cost price, of all articles billed on pro-
forma invoices or as samples, Debiting Accounr 214,
SAMPLES.

(3) The cost value of all finished goods returned to factory
for reprocessing, Debiting Account 25, Facrory LEepger
CoNTROL.

(4) The cost value of all finished merchandise scrapped

" during period, Debiting Account 21.02, RESERVE FOR
SERINKAGE IN VarLue-Finiseep Goops oN Hawp AT
Brancaes or CoNsIGNED (OwnN MAkE) with the amount
less the salvage value which should be debited to scrap account.

Balance of this account represents the cost value of the inventory
of finished goods on hand at branches (or consigned) (own
make ) -firsts, '

An inventory, in physical units only, should be prepared at
the end of each accounting period. These physical units,
priced at cost, should agree with the balance of this account.

The book inventory may be utilized for monthly closings;
however, a physical inventory should be taken at least once
every year or by periodic selective check.

21.22 Finished Goods on Hand at Branches or Consigned
(Own Make)-Seconds

Debit with: (1) The total cost value, at seconds cost price, for all
manufactured items completed during the accounting period
and shipped directly to branches, Crediting AccounTt 25, Fac-
ToRY LEDGER CONTROL.

(2) The total cost value of all seconds (own make) trans-
ferred to branches during the period, from the finished goods
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warehouse stock, Crediting AccounTt 21.12, FIiNIsHED Goops
oN Hanp AT Facrories (Own MAKE)-SECONDS.

Credit with: (1) The value of the seconds articles sold during the
period as reflected from sales analyses, at seconds cost prices,
Debiting Account 83.1, Cost oF Sates {OwN Propucts).

(2) The value, at cost price, of all articles billed on pro-
forma invoices or as samples, Debiting Account 214,
SAMPLES.

{3) The cost value of all finished goods returned to factory
for reprocessing, Debiting Account 25, Facrory LEDGER
CoNTROL,

{4) The cost value of all finished merchandise scrapped
during period, Debiting Account 21.02, RESERVE FOR
SHRINKAGE IN VALUE-Finisaed Goops on HAND AT
Brancues or ConsiGnep (Own Make) with the amount
less the salvage value which should be debited to scrap
account.

Balance of this account represents the cost value of the inventory
of finished goods on hand at branches or consigned (own
make )—seconds.

An inventory, in physical units only, should be prepared at
the end of each accounting period. These physical units,
priced at seconds cost, should agree with the balance of
this account.

The book inventory may be utilized for monthly closings;
however, a physical inventory should be taken at least once
every year or by periodic selective check.

21.23 Transportation on Finished Goods on Hand at
Branches or Consigned (Own Make)

Debit with: (1) The total amount of freight prepaid on finished
goods consigned to branches or transferred from branch to
branch, Crediting Account 62.1, Accounts PavasLe-Ourt-
sIDE VENDORS, when paid through voucher register.

Credit by pricing the inventory at average freight rate and charg-
ing the difference, the amount arrived at by disappearance to



6o MANUAL OF ACCOUNTS

AccouNT 82,62, TRANSPORTATION ON CONSIGNED MERCHAN-
pise-Facrory To BrancH. These charges shouid be broken
down by products in line and by type and by method of sale.

Balance of this account represents the amount of outward freight
from the factory on all articles of finished goods, which have
been consigned to branches, remaining unsold at end of
period.

It is the usual practice to apply the average of this account
and construe that while some articles may have been shipped
3,000 tmiles, others would be shipped but 50 miles, and the
actual outward freight expressed as a percentage of sales over
a period would be thoroughly representative of the facts.

There is no theory, however, which would stop the manu-
facturer from calculating the actual freight to each branch,
thereby treating the expense as a direct item.

21.02 Reserve for Shrinkage in Value-Finished Goods on
Hand at Branches or Consigned (Own Make)

Debit with: (1) The amount of difference between the actual cost
price and marked-down price of finished goods, Crediting Ac-
count 81.1, Sares (Own Propucts). This entry will per-
mit all sales being placed on the books at actual selling
prices; the reduced selling price being built up by the differ-
ence.

{2) The cost value of all finished goods scrapped during
period, Crediting Account 21.21 or 21.22, FINIsEED GoODS
o¥ Hanp ar BrawcHEs or CoNSIGNED (OwN Make)-
FirsTs or SeconDs, less their salvage value which should be
debited to scrap account.

Credit with: (1) That percentage of value of finished goods on
hand at branches (or consigned) account, which experience
shows will be the amount lost due to marking down value of
and scrapping finished goods on hand or consigned, Debiting
Account 91.22, Gain or Loss on OssoLETE FiNisBED Goobs
SALES (EXTRAORDINARY).
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Bulance of this account represents the probable loss which will be
sustained, under the usual selling price, in making sales of
obsolete finished goods inventory.

Above method permits the application of the expense due
to this cause to the period in which the obsolescence occurred,
or was ascertained,

21.31 Finished Goods on Hand (Outside Manufacture)

Debit with: (1) The value at cost of all merchandise purchased
in a finished state for resale as an accessory or incidental to
the regular manufactured goods. Crediting Account 62.1,
AccouNTs PavasLe-OuTtsibE VENDORS.

Credit with: (1) The value at cost of all articles of outside manu-
facture sold during the period as reflected from sales ana-
lyses, Debiting Account 832, Cost ofF SaLes (OuTsipe
ProbucTs).

(2) The cost value of all finished goods scrapped during
period, Debiting Account 21.03, RESERVE FOR SHRINKAGE IN
Varve-FiNisaep Goops oN Hano (Qursipe MANUFAC-
TURE) with the amount, less the salvage value which should be
debited to scrap account.

Balance of this account represents the value of inventory, at cost
price, of all finished goods on hand (outside manufacture).

An inventory, in physical units only, should be prepared at
the end of each accounting period. These physical units,
priced at cost, should agree with the balance of this account.

The book inventory may be utilized for monthly closings;
however, a physical inventory should be taken at least once
every year or by periodic selective check.

21.03 Reserve for Shrinkage in Value~Finished Goods on
Hand (Outside Manufacture)

Debit with: (1) The amount of difference between the actual cost
price and marked-down price of finished goods when sold,
Crediting Account 81.2, SaLes (QutsmeE Propucts). This
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entry will permit all sales being placed on the books at
actual selling prices; the reduced selling price being built up
by the difference.

(2} The cost value of all finished goods scrapped during
period, Crediting Account 21.31, FINisHED Goops oN Hanp
{Ovursipe MANUFACTURE), less its salvage value which should
be debited to scrap account.

Credit with: (1) That percentage of value of finished goods on

hand (outside manufacture) which experience shows will be
the amount lost due to marking down value of and scrapping
finished goods on hand (outside manufacture), Debiting Ac-
couNTt 91.22, Gan or Loss ow Ossorere Finisuep Goobns
SALES (EXTRAORDINARY).

Balance of this-account represents the probable loss which will be

sustained, under the usual selling price, in making sales of
obsolete finished goods inventory of merchandise purchased
for resale.

Above method permits the application of the expense due
to this cause to the period in which the obsolescence occurred,
or was ascertained.

21.4 Sample Account

Debit with: (1) The value, at cost price, of all articles billed on

pro forma invoices or as samples, Crediting Account 21.11,
Frnisuen Goops oN Hawp At Facrories (Own MAKE)-
Firsts, or other appropriate finished goods account.

Credit with: (1) The value, at cost price, of all samples returned

or otherwise used, Debiting Account 21.11, Finisuep Goops
oN Hanp at Facrories (OwN Maxge)-Firsts, or other ap-
propriate finished goods account.

(2) The value at cost price of all samples diverted to uses
or given away, Debiting Accounr 85.54, SAMPLES, or other
proper expense account.

Balance of this account represents the value, at cost price, of all

samples, either in the hands of salesmen, manufacturers or
distributors.
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25. Factory Ledger Control

Debit with: (1) The actual cost of all direct materials and supplies
issued into production during the period for any purpose,
Crediting Account 26, MATERIALS AND SUPPLIES,

(2) The actual amount of payroll for the period as shown
by factory payroll distribution, Crediting Accouwnr 63.1,
AccruED PayroLL FACTORIES.

(3) The actual amount of all expenses and services of
every character chargeable to the factory as shown by voucher
register, representing that portion of factory overhead (other
than indirect labor, supplies and certain fixed charges such as
insurance, depreciation, etc.), Credsting Account 62.1, Ac-
couNTs PavaBLE-OUTSIDE VENDORS.

(4) The amounts of depreciation credit to reserve accounts
representing provision for wear, tear and ohsolescence during
the period, Crediting AccouNT 31.03, RESERVE FOR DEPRECIA-
TIoON—-MACHINERY AND EguipMENT, or other depreciation
reserve account.

{5) The amount of excise tax on sales of tires and tubes
sold directly to employees out of factory stock, Crediting Ac-
couNT 62.3, Excise Tax PAYABLE oN SALES.

(6) The cost of amortization of patents Crediting ACCOUNT
51, PATENTS.

{7) The accrued amount of royalties payable for the use of
equipment, production of patented articles or consumption of
supplies, Crediting AccounTt 69.1, Accruenr RovALTiEs Pay-
ABLE.

(8) The accrual of demurrage charges at the end of each
accounting period, Crediting Account 69.2, Accruep De-
MURRAGE.

{9) The amount of employees’ compensation and liahility
insurance accrued during the period, Crediting Account 69.4,
AccrueD LiapiLITY INSURANCE.

{10) The amount of deferred experiments and develop-
ments-labor, charged to cost of product during period, Credit-
ing Account 4941, EXPERIMENTS AND DEVELOPMENTS-
LaBor.
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(11) The amount of deferred experiments and develop-
ments—other than labor, charged to cost of product during
period, Crediting Account 49.42, ExperiMENTS AND DEVEL-
oPMENTS—OTHER THAN LABOR.

(12) The expired portion of the various insurance policies
covering the plant at the end of each accounting period, Cred-
tting Account 42.3, PREPAID INSURANCE-FACTORIES.

(13) Amount of cancellation, amendment, or for the re-
ceipt of goods after filing claims on common carriers, Credit-
ing Account 1822, CLamMs—CoMMON CARRIERS.

(14) The amount of state or county property tax, which
includes school and county taxes accrued during the current
period, Crediting Account 67.4 ACCRUED STATE AND
County PropErTY TaX.

(15) The amount by which the actual state and county
property tax is greater than accrued amount, Crediting Ac-
count 67.4, Accruep STATE AND CouNTy ProPERTY TaX,

(16) The cost of all liners, wraps and small tools written
off permanent normal operating requirement, due to amount
becoming excessive, Crediting Account 31.5, LINERs AnD
Weraps, and AccounTt 31.6, SmMaLL TooLs, etc.

(17) The amount reported by the factory at end of each
period, representing depreciation on the unit production basis
on the recommended life of molds, cores and poles, Crediting
Account 31.04, Reserve ror Derreciation—Morps, Cores
AND PoLEs.

(18) The amount of all inventory adjustments—goods in
process (if a gain) such as appreciation in value, price ad-
justments or adjustments of variation physical to book inven-
tories, Crediting Account 92,22, INVENTORY ADJUSTMENTS—
Goops IN Process. _

Credit with: (1) The actual cost value of all finished merchandise
transferred to finished goods warehouse, shipped direct to
branches or customers, exported or sent to subsidiary com-
panies, Debiting
AccounTt 21.11, Finisuep Goops oN Hawp at FAcCTORIES

(Own Maxe)-Firsts
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12, Finisaep Goons oN HaNp AT FAcTomiEs
(Owx MAKE)—-SECONDS

21, FinisgED Goops o HAND AT BRANCHES
oR CoNSIGNED-FIRSTS

22, Finisgep Goops oN HAND AT BRANCHES
orR CONSIGNED—-SECONDS

(2) The total cost of developing patents which are to be
capitalized, Debiting AccouNnT 51, PATENTS.

{3) Cost of all lIabor used in connection with development
and experimental work, which cannot properly be absorbed
during the current months’ operations, Debiting AccounTt
4941, EXPERIMENTS AND DEVELOPMENTS-LABOR.

(4) Cost of all expenses (other than labor) in connection
with development and experimental work, which cannot prop-
erly be absorbed during the current months’ operations, Debit-
ing AccoUNT 49.42, EXPERIMENTS AND DEVELOPMENTS-
OtHER THAN LAROR.

(5) The amount of claims registered against common car-
riers for any reason emanating from factory, Debiting Ac-
counT 18.22, CLaiMs—CoMMoON CARRIERS.

(6} The estimated dividend or return premium from mu-
tual insurance companies on liability and compensation poli-
cies, Debiting Account 1852, MuruaL INSURANCE
PreMIiUuMS RETURNABLE.

(7) The amount by which the actual state and county
property tax is lower than the accrued amount, Debiting Ac-
COUNT 67.4, ACCRUED STATE AND County ProPERTY Tax.

(8) The total amount of expense incurred by factory in
making shipments of finished product, for the sales division,
during the period, Debiting Account 85.34, FAcToORY WARE-
HOUSE AND SHIPPING EXPENSE,

(9) The total amount of expense incurred by factory in
storage of finished salable merchandise, for the sales division,
during the period, Debiting AccounT 85.34, FacTory WaRE-
HOUSE AND SHOPPING EXPENSE, '

(10) The value placed on salvage material by the factory
for all sales of salvage material during the period, Debiting
AccouNT 91.21, GAIN oR Loss oN SALVAGE SALEs.
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(11) Cost of all factory labor, material and overhead
charged to construction orders in process, Debiting ACCOUNT
32.1, ConsTrUCTION IN PROCESS.

(12) The cost of liners and wraps and small tools necessary
to be carried as a permanent investment in addition to previous
normal requirement, Debifing Account 31.5, LINERS AND
Wrars, and Account 31.6, SmaLL TooLs.

(13) The amount of all inventory adjustments—goods in
process (if a loss), such as depreciation in value, price adjust-
ments, or adjustments of variation physical to book inven-
tories, Debiting Account 92.22, INVENTORY ADJUSTMENTS-
Goobs 1§ ProCESS. '

Balance of this account represents the value of labor, material and

overhead left in process at the end of each period and should
be supported by detailed trial balance from the factory ledger.
At the end of the fiscal period physical inventory should be
prepared supporting the balance in process, deferred charges,
ete.

26, Materials and Supplies
Debit with: (1) The purchase value of all materials and supplies

received during the month, Crediting Account 62.1, Ac-
coUNTS PAYABLE~-OUTSIDE VENDORS.

(2) The cost of all transportation applicable to receipt of
materials and supplies as charged under caption (1), Crediting
Account 43.01, DistriBuTED FREIGHT AND ExPress (IN-
BOUND).

{3) The value, if a gain, occasioned by adjustment of
physical units of materials and supplies due to physical inven-
tory, Crediting Account 92.231 or 92232, INVENTORY AD-
JUSTMENTS—-RAW MATERIALS or SUPPLIES,

{4) The amount of all cancelled claims against common
carriers due to subsequent receipt of material or any other
reason, Crediting Account 18.22, Craims-CoMmoN Cagr-
RIERS

Credit with: (1) The value of all materials and supplies requisi-

tioned for use during the period, Debiting Account 25, Fac-
ToRY LEDGER CONTROL.,
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(2) The value of all materials and supplies rejected or re-
turned to vendors for any reason, Debiting Account 62.1,
AccouNts PavasLe-QuTsiDE VENDORS.

(3) The value, if a loss, occasioned by adjustment of
physical units of materials and supplies, due to physical inven-
tory, Debiting Account 92.231 or 92.232, INvENTORY AD-
JUSTMENTS—-RAwW MATERIALS or SUPPLIES.

(4) The cost or storeroom value of all materials or sup-
plies, obsoleted and sold, Debiting Account 91231 or Ac-
couNT 91.232, GaiN or Loss oN OBsoLETE RAw MATERIALS
or SUPPLIES.

(5) The cost or storeroom value of all materials and sup-
plies sold during the period, Debiting Account 91.29, Gain
oR Loss oN MISCELLANEOUS SALES.

(6) The amount of claims made against common carriers
for value of shortages on shipments; overpayment of freight
or express on any other damage or loss to articles, Debiting
Account 18.22, CraimMs—CoMMON (CARRIERS.

Balance of this account represents the value of all materials and
supplies on hand at the end of the accounting period and
should be under control of a perpetual inventory in both quan-
tities, units and money value. Periodic physical checks should
also be made,

27.1 Materials and Supplies in Transit

Debit with: (1) The amount of material and supplies in transit,
at the close of the accounting period, as shown by the total of
unaudited invoices on hand, Crediting Account 62.5, Un-
AUDITED INVOICES.

Credit with: (1) The total amount of materials and supplies in
transit, as shown by the unaudited invoices on hand at the
close of the preceding accounting period, which amount had
been originally charged to this account, Debiting AccouNTt
62.5, Unavprrep INvoICES.

Balance of this account represents the value of materials and sup-
plies in transit as at the close of the accounting period. In
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transit items shipped F.O.B. destination need not be set up
from legal or liability standpoint.

The entry creating this balance should be reversed at the
beginning of the next accounting period,

27.2 Advances to Vendors

Debit with: (1) The amounts advanced to vendors on invoices,
prior to the time of receipt of material, as shown on the
voucher register, Crediting Account 62.1, AccouNTs Pav-
ABLE-QUTSIDE VENDORS,

Credit with: (1) The value of the receipt of the material covered
by the “advance” as shown on the voucher register, Debiting
AccounNT 26, MATERTALS AND SUPPLIES, or other appropriate
account to which the value should be charged.

Balance of this account represents the amount of advances to ven-
dors. This balance should be supported in detail by the
vendors’ advances file.

This account acts as a control over the “advances to ven-
dors” ledger, or file.

3. Properties, Plants and Securities
31. Properties and Plants (Factories)

The assets controlled under this classification include all
items, of a fixed tangible nature, which are known as and com-
monly termed fixed assets. The wear and tear and deprecia-
tion, specific to each asset, jis also controlled under this group
and on the balance sheet the reserve accounts should be de-
ducted directly from the asset accounts.

31.11 Land

Debit with: (1) The cost of land used for manufacturing opera-
tions, as shown on the voucher register, Crediting Account
62.1, Accounts PavasLe-OuTsmE VeNDORS.

(2) That amount representing the cost of acquisition of any
portion of land disposed of, where the resale value exceeds the
cost value thereof, Crediting Account 31.12, Cost oF Ac-
QUISITION oF LAND.
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(3) The amount of .the gain, if any, over the cost price
of land disposed of, Crediting AccouNT 92.61, EXTRAORDI-
NARY ExPENSES (PROPERTY).

Credit with: (1) The value of land disposed of, at cost thereof,
Debiting Account 92.61, EXTRAORDINARY EXPENSES, (Prop-
ErTY) for the loss, if any, and Account 18.12, AccounTs
RECEIVABLE-OTHER MISCELLANEOUS AccoUNTs, for the con-
sideration.

Balance of this account represenis the cost value of land owned
and used in manufacturing operations.

Taxes and other expenses on this land, subsequent to acqui-
sition, must be charged to the proper operating expense ac-
counts. Taxes and other expenses on the idle land should be
charged to Account 99.2, Prorrr aAND L0ss-SUSPENSE.

31.12 Costs of Acquisition of Land

Debit with: (1) The amount of cost connected with the acqui-
sition of land as shown on the voucher register, Crediting Ac-
COUNT 62.1, AcCoOUNTS PavapLE-QuUTsSIDE VENDORS.

Credit with: (1) The amount representing the cost of acquisition
of any portion of land disposed of, provided resale value ex-
ceeds the cost value thereof, Debiting Account 3111, LAnD.

(2) That amount representing the cost of acquisition of
any portion of land disposed of, provided resale value is less
than the cost value therefor, Debiting Account 92.61, Ex-
TRAORDINARY EXPENSES (PROPERTY).

Balance of this account represents the cost connected with the
acquisition of land, possessed at present by the company for
purposes of plant operation.

31.2 Buildings

Debit with: (1) The cost of all new buildings and building fix-
tures as shown on the voucher register, Crediting AcCCcoUNT
62.1, Accounts PAYABLE-OUTSIDE VENDORS,

(2) Transfer of cost of completed building units from
“construction ledger,” Crediting Accounrt 32.1, CoNsTrRUC-
TION IN Process.
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Credit with: (1) The value, at cost, of all buildings or building
fixtures removed irom the plant equipment record by reason
of being demolished, dismantled, scrapped, or sold, Debiting
AccounTt 92,61, ExTrRACRDINARY ExpPENSES (ProPERTY) for
the undepreciated balance, and Account 31.02, RESERVE FoR
DerreciaTioN-BuiLpings for amount depreciated and origi-
nally credited to that account, as well as Account 18.12, Ac-
coUNTS RECEIVABLE-OTHER MISCELLANEOUS ACCOUNTS for
the consideration for the sale.

Balance of this account represents the cost value of buildings and
building fixtures on hand.

This account acts as a control over the “buildings” section
of the plant building and equipment record, wherein should
be contained the unit cost, depreciation, and net sound value
of each unit.

A report should be received from the cost accounting de-
partment, of the factory division, at the close of each account-
ing period, of the amount of depreciation reserve applying on
plant buildings and building fixtures.

Maintenance of buildings and building fixtures should be
charged to operating expenses.

This account embraces—

All Buildings Subways
Sanitation Systems Conduits
Heating Systems Crane Runways (Inside and
Drinking Water and Refrig- Outside Buildings)
eration System Fences
Lighting System Sewers
Fire Protection System Tracks and Trestles
{ Sprinklers and Hydrants) Ventilation System
Elevators Ete.
Roadways

31.3 Machinery and Equipment

Debit with: (1) The cost of all new machinery and equipment as
shown on the voucher register, Crediting Account 62.1, Ac-
CoUNTS PAVABLE-OUTSIDE VENDORS.
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(2) Transfer of cost of completed machinery or equip-
ment units, built by the factory division, from the construc-
tion ledger, Crediting Account 32.1, CONSTRUCTION IN
Process. .

Credit with: (1) The value, at cost, of all machinery and equip-
ment removed from the plant building and equipment record
by reason of being demolished, dismantled, scrapped or sold,
Debiting Account 92.61, ExTRAORDINARY ExPENSE (ProP-
ERTY) for the undepreciated balance, and Account 31.03,
REsErvE FOR DEPRECIATION-MACHINERY AND EQUIPMENT
for amount depreciated which has been previously credited to
that account, as well as Account 18.12, Accounts Receiv-
ABLE-OTHER MISCELLANEOUS AccoUNTS for the consider-
ation.

Balance of this account represents the cost of machinery and
equipment on hand.

This account acts as a control over the machinery and
equipment section of the plant building and equipment record
wherein should be contained the unit cost, depreciation, and
net sound value of each unit,

A report should be received from the cost accounting de-
partment, of the factory division, at the close of each account-
ing period, showing the amount of depreciation reserve ap-
plying on plant machinery and equipment.

Maintenance of machinery and equipment should be charged
to operating expenses. This account embraces—

All machinery and equipment, except office furniture,

including :

Conveyors Compressed Air Lines
Locomotives Water Mains

Cranes Gas Mains

Hoists Ete.

Power-Transmission Lines
Electric Current
Steam
Hydraulic
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31.4 Molds, Cores and Poles

Debit with: (1) The cost of all molds, cores and poles as shown
on voucher register, Crediting AccouNTt 62.1, ACCOUNTS
PavapLe-OUTsIDE VENDORS.

(2) Transfer of cost of units of equipment completed in
plant, Crediting AccounTt 32.1, ConsTRUCTION IN PRrOCESS.

Credit with: (1) The value, at cost, of all molds, cores and poles
removed from the plant equipment record by reason of being
demolished, dismantled, scrapped or sold, Debiting AccourT
92.61, ExtrRAORDINARY EXPENSE (PROPERTY) for the unde-
preciated balance, and AccounTt 31.04, RESERVE FoR DEPRE-
ciation—-MoLps, Cores anDp PoLgs for amount depreciated
and originally credited to that account, as well as AccouNT
18.12, Accounts RECEIVABLE~-OTHER MISCELLANEQUS Ac-
counts for the consideration for the sale.

Balance of this account represents the cost value of all molds,
cores and poles on hand.

All repair and maintenance costs to molds, cores and poles
should be currently charged to expense accounts.

31.5 Liners and Wraps

Debit with: (1) An amount which represents the replacement
value of a full complement of liners and wraps for the nor-
mal output of the plant. Charge all repairs and renewals
directly to Account 25, Factory LepGER CoNTROL.

(2) The cost of equipment necessary to be carried as a
permanent investment in addition to above on account of ex-
pansion of production facilities, Crediting Account 25, Fac-
ToRY LEDGER CONTROL, since upon their advice and from
their records the amount is ascertained.

Credit. There should be no credit to this account, unless through
revaluation, the amount set up as a debit was found to be
excessive, in which case Debit Account 25, Factory LEDGER
ConTrOL With the amount.

Belance of this account represents the permanent plant invest-
ment in liners and wraps, and is not subject to depreciation.
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31.6 Small Tools

Debit with: (1) An amount which represents the replacement
value of a full complement of small tools for the normal out-
put of the plant. Charge all repairs and renewals directly to
Account 25, Factory LepGer ControL.

(2) The cost of equipment necessary to be carried as a
permanent investment in addition to above on account of ex-
pansion of production facilities, Crediting Account 25, Fac-
TorY LEDGER CoNTROL, since upon their advice and from
their records the amount is ascertained.

Credit: There should be no credit to this account unless through
revaluation the amount set up as a debit was found to be ex-
cessive, in which case Debit Account 25, Factory LEDGER

" ConTROL with the amount,

Balance of this account represents the permanent plant investment

in small tools, and is not subject to depreciation.

31.7 Furniture and Fixtures

Debst with: (1) The cost of purchase of all factory furniture and
fixtures as shown on the voucher register, Crediting AccouNTt
62.1, Accounts PavasLE—QuTsIDE VENDORS.

(2) The cost of equipment constructed by the factory di-
vision, Crediting Account 32.1, CoNSTRUCTION IN Process,

Credit with: (1) The value, at cost, of all factory furniture and
fixtures removed from the factory furniture and fixtures rec-
ords by reason of being demolished, scrapped, transferred, or
sold, Debiting Account 92.61, ExTRAORDINARY EXPENSE
(ProrerTY) for undepreciated balance, and Account 31.07,
REsErvE ForR DeprECIATION-FACTORY FURNITURE AND Fix-
TURES for amount depreciated, which amount has been previ-
‘ously credited to that account, as well as Account 18.12,
AccouNTs RECEIVABLE-OTHER MISCELLANEOUS ACCOUNTS
for the consideration.

Balance of this account represents the cost value of factory fur-
niture and fixtures on hand.

This account acts as a “control” over the factory furniture
and fixtures record, wherein should be maintained the unit
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cost and depreciation of each unit. A report should be re-
ceived from the furniture and fixtures record unit, at the
close of each accounting period, showing the amount of de-
preciation applying on factory furniture and fixtures.
Maintenance of furniture and fixtures should be charged
to operating expenses.
This account embraces—
Desks Typewriters, including
Chairs special kinds
Cabinets Ediphones
Safes Costumers
Adding Machines Blue Print Machines
Calculators and Comp- Photostating Equipment
tometers Ete.

31.8 Autos and Auto Trucks

Debit with: (1) The cost of trucks and automobiles as shown on

the voucher register, Crediting Account 62.1, AccounTs
PavasLe-OuTsibeE VENDORS,

{2) The overdepreciated balance upon sale of autos and
auto trucks, Crediting Account 92.65, Loss or GalN on
SALE oF AuTos AND TRUCKS.

Credit with: (1) The value, at cost, of all trucks and automobiles

removed from the truck and automeobile record by reason of
being scrapped or sold, Debiting Account 92.65, Loss or
GAIN oN SALE oF AuTtos AND Trucks for the undepreciated
balance, and Account 31.08, RESERVE FOR DEPRECIATION—
Avtos anp Trucks for amount depreciated, which amount
has been previously credited to that account, as well as Ac-
counNT 18.12, Accounts RECEIVABLE-OTHER MISCELLANE-
ous AccounTts for the consideration.

Balance of this account represents the cost value of trucks and

attomobiles on hand.

This account acts as a control over the truck and automo-
bile investment record, wherein should be contained the unit
cost and depreciation of each truck or automobile.
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A report should be received from the cost accounting
department of the factory division at the close of each ac-
counting period, showing the amount of depreciation reserve
applying on trucks and automobiles. Maintenance of trucks
and automobiles should be charged to the proper expense de-
taif account, for truck and automobile operations.

31.02 Reserve for Depreciation-Buildings (Factories)

Debit with: (1) The amount of depreciation credited to this ac-
count covering each unit which has been eliminated from the
equipment records, Crediting Account 31.2, BuiLpIngs.

Credit with: (1) The amount of depreciation charged to expense
for the use of above equipment, Debiting AccounT 25, Fac-
1orY LEDGER CONTROL,

Balance of this account represents the amount of depreciation re-
served against asset and charged to expense on the units
which are still owned.

A report should be received at the end of each accounting
period showing the total credit to this account and the respec-
tive expense accounts to be charged.

31.03 Reserve for Depreciation-Machinery and Equipment
(Factories)

Debit with: (1) The amount of depreciation credited to this ac-
count covering each unit which has been eliminated from the
equipment records, Crediting Account 31.3, MACHINERY
AND EQUIPMENT.

Credit with: (1) The amount of depreciation charged to expense
for the use of above equipment, Debiting Account 25, Fac-
ToRY LEDGER CONTROL.

Balance of this account represents the amount of depreciation re-
served against asset, and charged to expense, on the units
which are still owned.

A report should be received at the end of each accounting
period showing the total credit to this account and the respec-
tive expense accounts to be charged.
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31.04 Reserve for Depreciation—Molds, Cores and Poles

Debit with: (1) The amount of depreciation credited to this ac-
count covering each unit which has been eliminated from the
equipment records, Crediting Account 31.4, MoLps, Cores
AND PoLEes.

Credit with: (1) The amounts reported by the factory at the end
of each accounting period, representing depreciation on molds,
cores and poles on the unit production basis which is based
on the suggested life in years for each class of mold, etc.,
Debiting Account 25, Facrory Lebcer CoNTROL.

Balance of this account represents the amount of depreciation re-
served against assets, and charged to expense, on the units
which are still owned,

31.07 Reserve for Depreciation~-Fumiture and Fixtures
(Factories)

Debit with: (1) The amount of depreciation credited to this ac-
count covering each unit which has been eliminated from the
equipment records, Crediting AccounT 31.7, FURNITURE AND
Fixtures (FACTORIES).

Credit with: (1) The amount of depreciation charged to expense
for the use of above equipment, Debiting AccounT 25, Fac-
Tory LEDGER CONTROL.

Balance of this account represents the amount of depreciation re-
served against asset and charged to expense on the units
which are still owned.

A report should be reccived at the end of each accounting
period showing the total credit to this account and the respec-
tive expense accounts to be charged.

31.08 Reserve for Depreciation-Autos and Auto Truc
(Factories) :

Debit with: (1) The amount of depreciation credited to this ac-
count covering each unit which has been eliminated irom the
equipment records, Crediting Account 31.8, AuTtos AND
Avuto Trucks (FACTORIES).
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Credit with: (1) The amount of deprectation charged to expense
for the use of above equipment, Debiting Account 2%, Fac-
TorY LEDGER CONTROL, Or other appropriate expense account.

Balance of this amount represents the amount of depreciation
reserved against assets and charged to expense, on the units
which are still owned. '

A report should be received at the end of each accounting
period showing the total credit to this account and the respec-
. tive expense accounts to be charged.

32.1 Construction in Process

Debit with: (1) Cost of all factory labor, material and overhead
charged to construction orders in process, Crediting ACCOUNT
25, Factory LEbGER CONTROL.

(2) All advances and payments to contractors or to ven-
dors supplying material, direct, Crediting Account 62.1, Ac-
coUNTS PAvaRLE~-OUTSIDE VENDORS.

(3) The amounts agreed upon as fixed payments under
contracts for building construction or charges in plant, Credit-
ing Account 62.7, CoNTRACT EsTiMaTES PAVABLE.

Credit with: (1) The amount charged to fixed asset accounts
upon completion of a construction order all as advised by
final costs from the factory division, Debiting Accouxnt 31.3,
MacHINERY AND EQUIPMENT, or other appropriate account
in the properties and plants classification.

{2) The amount of adjustment of estimate, if reduced, to
actual cost, Debiting Account 62.7, CoNtract EsTiMATES
PayazrE,

Balance of this account represents the amounts expended on un-
completed construction orders at the end of the accounting
period.

32.2 Contract Advances

Debit with: (1) The amount of all advances made on account of
construction contracts to be performed in subsequent periods,
as shown on the voucher register, which have not been set up
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in Account 62.7, ConTrAcT Estimates PavarLk, Crediting
Account 62.1, Accounts PAYABLE~QUTSIDE VENDORS.
Credit with: (1) The value of services performed, which are
covered by this advance, Debiting appropriate capital account
through voucher register.
Balance of this account represents the amount of contract ad-
vances for construction not yet completed or settled.

This account acts as a control over the subsidiary contract
advances ledger.

33.1 Land (Branches and Warehouses)

Debit with: {1} The cost of land, the use of which is devoted to
branch operation, as shown on the voucher register, Crediting
Account 62.1, AccounNTs PAYABLE-OUTSIDE VENDORS.

(2) The difference between the cost value and sale value
of land, branches, sold or transferred (if a gain), Crediting
Account 92.61, ExTrRAORDINARY Expenses (ProperTY),

Credit with: (1) The cost value of land at branches disposed of
by sale or transfer, Debiting AccouNT 92.61, EXTRAORDINARY
Exrenses (Prorerty) for the amount of the loss, and Ac-
count 18.12, Accounts RecEIVABLE-OTHER MISCELLANE-
ous Accounts, for the consideration.

Balance of this account represents the value at cost of land at
branches.

Taxes and other expenses on this land subsequent to pur-
chase should be charged to branch operating expenses,

33.2 Buildings and Building Fixtures (Branches and Ware-
houses)

Debit with: (1) The cost of all new branches, buildings and build-
ing fixtures as shown on the voucher register, Crediting Ac-
couNT 62.1, Accounts PavaBLE-OuTsIiDE VENDORS,

{2) Transfer cost of completed building units from the
“construction ledger” for any fixtures constructed by the
factory divisien, Crediting AccounTt 32.1, CONSTRUCTION IN
Process.
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Credit with: (1) The value, at cost of all branch buildings and
building fixtures removed from the branch building and
equipment record by reason of being demolished, dismantled,
scrapped, or sold, Debiting AccouNT 92.61, EXTRAORDINARY
Expenses (Prorerry) for undepreciated balance, and Ac-
couNT 33.02, RESERVE FOR DEPRECIATION-BUILDINGS AND
Buiroing Fixtures—-BraNcHES for amount depreciated and
originally credited to that account, as well as Account 18.12,
AccouNts ReceIVABLE-OTHER MISCELLANEQOUS ACCOUNTS
for the consideration. ‘

Balance of this account represents the cost value of branch build-
ings and huilding fixtures.

This account acts as a control over the building and build-
ing fixtures section of the branch building and equipment
record, wherein should be contained the unit cost and depre-
ciation of each unit.

A report should be received from the branch accounting
section at the end of each accounting period showing the
amount of depreciation reserve applying on branch buildings
and building fixtures,

Maintenance of branch buildings and building fixtures
should be charged to branch operating expenses,

This account embraces—

All Buildings Fire Protection { Sprinklers)
Sanitation System Elevators
Heating System Eic.

Lighting System

33.02 Reserve for Depreciation~Buildings and Building Fix-
tures (Branches and Warchouses)

Debit with: (1) The amount of depreciation credited to this
account covering each unit which has been eliminated from
the equipment records, Crediting Account 33.2, Buirpings
AND Bumwping Fixtures (BRancHES AND WAREHOUSES).

Credit with: (1) The amount of depreciation charged to expense
for the use of above equipment, Debiting Account 85.32,
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DeprEciaATION ON Bumpings (BrancHEs AND WARE-
HOUSES }.

Balance of this account represents the amount of depreciation re-
served against assets and charged to expense, on the units
which are still in our possession.

A report should be received at the end of each accounting
period showing the total credit to this account and the respec-
tive expense accounts to be charged.

34.1 Furniture and Fixtures-Branches

Debit with: (1) The cost of equipment purchased for branches, as
shown on voucher register, Crediting Account 62.1, Ac-
COUNTS PAYABLE-OUTSIDE VENDORS,

(2) The cost of equipment constructed by the factory
division, Crediting Account 32.1, CoNSTRUCTION IN
Process.

Credit with: (1) The original cost value of any equipment elimi-
nated from the branch equipment record by reason of being
demolished, dismantled, scrapped, or sold, Debiting AccounT
9261, ExtraorpIiNary Expenses (Property) for unde-
preciated balance, and Account 34.01, Reserve ror De-
PRECIATION-FURNITURE AND FixTures-BrawcHes for
amount depreciated which has been previously credited to
that account, as well as Account 18.12, Accounts REcerv-
ARLE-OTHER MISCELLANEOUS AccounTs for the considera-
tion.

Balance of this account represents the cost value of branch equip-
ment on hand,

Maintenance of hranch equipment should be charged to
branch operating expenses,
This account embraces—

All Machinery Safes

Racks Office Appliances
Counters Adding Machines
Scales Calculators and Compto-

Conveyors meters
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Chairs Typewriters
Cabinets Ediphones
Desks Costumers

Filing Equipment

This account acts as a control over the branch equipment
record wherein should be maintained the unit cost and depre-
ciation recovered on each unit.

A report should be received each month from branch ac-
counting section, showing the amount of depreciation apply-
ing on branch equipment.

342 Furniture and Fixtures—General Offices

Debit with: (1) The cost of purchase of all office furniture and
equipment as shown on the voucher register, Crediting Ac-
couNT 62.1, AccounTts PavasLe-OUTSIDE VENDORS.

{(2) The cost of equipment constructed by the factory divi-
sion, Crediting Account 32.1, ConsTRUCTION IN ProCEss.

Credit with: (1) The value, at cost, of all office furniture and
equipment removed from the office furniture and equip-
ment records by reason of being demolished, dismantled,
scrapped, transferred, or sold, Debiting Account 92,61, Ex-
TRAORDINARY ExPENsEs (ProperTY) for undepreciated
balance, and Account 34.02, Reserve ForR DEPRECIATION~
Furniture anD Frxrures—-OrFicE for amount depreciated
which amount has been previously credited to this account, as
well as Accounrt 18.12, Accounts RecEvasLE-OTHER MIs-
CELLANEOUS AccouNTs for the consideration.

Balonce of this account represents the cast value of office furniture
and fixtures on hand.

This account acts as a control over the office furniture and
equipment record wherein should be maintained the unit cost
and depreciation recovered on each unit,

A report should be received each month from the furniture
and equipment record unit showing the amount of deprecia~
tion applying on office furniture and equipment.

Maintenance of furniture and fixtures should be charged to
operating expenses,
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This account embraces—

Desks Typewriters, including

Chairs special kinds

Cabinets Ediphones

Safes Costumers

Adding Machines Blue-Print Machines

Caleulators and Comp- Photostating Equipment
tometers Etc.

34.01 Reserve for Depreciation-Furniture and Fixtures—
Branches

Debit with: (1) The amount of depreciation credited to this ac-
count covering each unit which has been eliminated from the
equipment records, Crediting AccoUNT 34.1, FURNITURE AND
FixTures-BraNCHES,

Credit with: (1) The amount of depreciation charged to expense
for the use of above equipment, Debiting Account 85.644,
DEPRECIATION-FURNITURE, FIXTURES AND EQUIPMENT-
BraNcHES,

Balance of this account represents the amount of depreciation
reserved against assets and charged to expense, on the units
which are still owned.

A report should be received at the end of each accounting
period showing the total credit to this account and the re-
spective expense accounts to be charged.

34.02 Reserve for Depreciation-Furniture and Fixtures
General Offices

Debit with: (1) The amount of depreciation credited to this
account covering each unit which has been eliminated from
the equipment records, Crediting AccouNT 34.2, FURNITURE
AND FixTurEs-GENERAL OFFICES.

Credit with: (1) The amount of depreciation charged to expense
for the use of above equipment, Debiting Account 85.644
or AccouNt 86.644, DePRECIATION-FURNITURE, FIXTURES
AND EquipMENT-SALES DEPARTMENTS or GENERAL OFFICES,



BALANCE SHEET ACCOUNTS 83

Balance of this account represents the amount of depreciation re-
served against assets and charged to expense, on the units
which are still owned.

A report should be received at the end of each accounting
period showing the total credit to this account and the re-
spective expense accounts to be charged.

35.1 Automobiles and Trucks-Branches

Debit with: (1) The cost of trucks and automobiles as shown on
the voucher register, Crediting Account 62.1, AccouNTs
PavasLe-QuTsIDE VENDORS,

(2) The overdepreciated balance upon sale of autos and
auto trucks, Crediting Account 92.65, Loss or GAIN ON
SaLE oF AuTos AND TRUCKS.

Credit with: (1) The value, at cost, of all trucks and automobiles
removed from the truck and automobile record by reason of
being scrapped or sold, Debiting Account 9265, Loss or
GAIN oN SaLE oF Autos aND Trucks for the undepreciated
balance, and AccounT 35.01, RESERVE FOR DEPRECIATION-
Avutos aNp Trucks-Brawcues for amount depreciated,
which amount has been previously credited to that account, as
well as Account 18.12, AccouNts RECEIVABLE-OTHER
MisceLLaNEOUs AccouNTs for the consideration.

Balonce of this account represenis the cost value of trucks and
automobiles on hand at branches.

A report should be received from the branch equipment
division at the close of each accounting period, showing the
amount of depreciation reserve applying on branch trucks
and autos.

Maintenance of autos and trucks should be charged to
proper branch operating expense account.

35.2 Automobiles and Trucks-General Offices

Débit with: (1) The cost value of trucks and automobiles as
shown on the voucher register, Crediting Account 62.1,
AccouNts PavarLe-OuTsiDE VENDORS.
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(2) The overdepreciated balance on sale of autos and auto
trucks, Crediting AccoUNT 92.65, Loss orR GAIN OoN SALE
oF AUTOMOBILES AND TRUCKS.

Credit with: (1) The value, at cost, of all trucks and automobiles
removed from the truck and automobile record by reason of
being scrapped or sold, Debiting Account 92.65, Loss or
GAIN oN SALE oF AuTos ANb TrRUcKs for the undepreciated
balance, and Account 35.02, RESERVE FOR DEPRECIATION—
Avtos ANp Trucks-GenerarL Orrices for amount
depreciated, which amount has been previously credited to
that account, as well as AccounTt 18.12, Accounts Recelv-
ABLE-OTHER MIscELLANEOUs Accounts for the considera-
tion. '

Balance of this account represents the cost value of trucks and
automobiles, on hand at general office.

A report should be received from the office equipment
division at the close of each accounting period, showing the
amount of depreciation reserve applying on general office
trucks and autos.

Maintenance of autos and tracks should be charged to
proper administrative expense account.

35.01 Reserve for Depreciation—-Automobiles and Trucks
=Branches

Debit with: (1) The amount of depreciation credited to this ac-
count covering each unit which has been eliminated from the
equipment records, Crediting Account 35.1, AUTOMOBILES
AND TRUCKS-BRANCHES.

Credit with: (1) The amount of depreciation charged to expense
for the use of above equipment, Debiting Account 85.47,
DEePRECIATION-AUTOS AND TrRUCKS-BRANCHES.

Balance of this account represents the amount of depreciation
reserved against assets and charged to expense on the units
which are still owned.

A report should be received at the end of each accounting
period showing the total credit to this account and the re-
spective expense accounts to be charged.
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35.02 Reserve for Depreciation~Automobiles and Trucks—
General Offices

Debit with: (1} The amount of depreciation credited to this ac-
count covering each unit which has been eliminated from the
equipment records, Crediting Account 33.2, AUTOS AND
Trucks—GENERAL OFFICES.

Credit with: (1) The amount of depreciation charged to expense
for the use of above equipment, Debiting AccouNnTt 85.47 or
Account 8647, DerrecratioN—-AuTtos aND TRUCKS-SELL-
ING and ADMINISTRATIVE DEPARTMENTS.

Balance of this account represents the amount of depreciation re-
served against assets and charged to expense, on the units
which are still owned.

A report shonld be received at the end of each accounting
period showing the total credit to this account and the re-
spective expense accounts to be charged.

36.1 Real Estate (Other than Business Property)

Debit with: (1) The cost of all real estate purchased hy the
company which is not to be used in its regular business, Credit-
ing Account 62.1, Accounts PavasLe-OuTsipE VENDORS,

Credit with: (1) The cost value when disposed of or sold to em-
ployees or converted to productive use, Debiting AcCCOUNT
39.32, EmrLovEEs’ MortGaGE Loans (Ormer) for the con-
sideration; AccouNnT 36.01, RESERVE FOR DEPRECIATION—
ReaL Estate (Ormer THAN BusiNess Property) for the
amount of depreciation charged off, and Account 92.61, Ex-
TRAORDINARY KExPENSE (ProrerTY) for the undepreciated
balance.

Balance of this account represents the cost price of all real estate
owned by the company, but not used in its regular business.

36.01 Reserve for Depreciation-Real Estate (Other than
Business Property)

Debit with: (1) The amount of depreciation credited to this ac-
count covering each unit which has been eliminated from the
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equipment records, Crediting AccounT 36.1, REAL EstaTe
(OtHER THAN BUSINEss PROPERTY).

Credit with: (1) The amount of depreciation charged to expense
for the use of above real estate, Debiting Account 92.61,
EXTRAORDINARY ExPENSES (PROPERTY),

Bolance of this account represents the amount of depreciation re-
served against assets and charged to expense, on the units
which are still owned.

A report should be received at the end of each accounting
period showing the total credit to this account and the re-
spective expense accounts to be charged.

37.1 Stocks of Subsidiary Companies

Debit with: (1) The cost of acquisition of stocks of subsidiary,
Crediting Accounr 11.1, CasH 1IN BANKS-GENERAL, or other
appropriate account,

(2) The amount by which the sales price exceeds the value
in this account, Crediting Account 99.2, ProFIT AND Loss~
SUSPENSE.

Credit with: (1) The value received upon sale of subsidiary com-
pany stock, Debiting Account 111, Casg 1N Banks-GEN-
ERAL, or other appropriate account.

(2) The amount by which the sales price is less than the
value in this account, Debiting Account 37.01, RESERVE FOR
Loss oN Stocks oF Suesipiary CoMPANIES for the amount
of the reserve set up, and the balance directly to Accounrt
99.2, ProFIT AND L0S5—SUSPENSE.

Balance of this account represents the book value of the stocks of
subsidiary companies.

37.2 Bonds of Subsidiary Companies

Debit with: (1) The cost of acquisition of bonds of subsidiary
companies, Crediting Account 11.1, Casg v BaNgs-Gen-
ERAL, or other appropriate account.

(2) The amount by which the sales price exceeds the value
in this account, Crediting AccounT 99.2, ProrFiT AND Loss-
SUSPENSE.
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Credit with: (1) The value received upon sale of bonds of sub-
sidiary company, Debiting Account 11.1, Casn 1§y BANKs~
' GENERAL, or other appropriate account.

(2) The amount by which the sales price is less than the
value in this account, Debiting Account 37.02, RESERVE FOR
Loss ox Bonbs oF SussipiarRy CoMPANIES for the amount of
the reserve set up, and Account 99.2, Prorit aNp Loss-Sus-
PENSE for the balance.

Balance of this account represents the book value of the bonds of
the subsidiary company.

37.01 Reserve for Loss on Stocks of Subsidiary Companies

Debit with: (1) The gross amount of adjustment by way of re-
duction of amount set up to take care of possible loss in book
value of stocks of subsidiary companies, Crediting ACCOUNT
99,2, ProFIT AND L0585~SUSPENSE.

(2) The amount of reserve which was set up, applying to
stock of subsidiary companies sold at a loss, Crediting Ac-
couNT 37.1, STocKS OF SupsIpIARY COMPANIES.

Credit with: (1) The amount set up to take care of possible loss in
book value of stocks of subsidiary companies, Debiting Ac-
cOUNT 99.2, PrROFIT AND 1.0SS-SUSPENSE.

Balance of this account represents the amount reserved on books
to take care of possible or apparent loss in value of stocks of
subsidiary companies.

37.02 Reserve for Loss on Bonds of Subsidiary Companies

Debit with: (1) The gross amount of adjustment by way of re-
duction of amount set up to take care of possible loss in book
value of bonds of subsidiary companies, Crediting AccounTt
99.2, ProrFrT AND L0OSS-SUSPENSE.

(2) The amount of reserve which was set up, applying to
bonds of subsidiary companies, sold at a loss, Crediting Ac-
couNT 37.2, BoNDs oF SussipiARy COMPANIES.

Credit with: (1) The amount set up to take care of possible loss
in book value of bonds of subsidiary companies, Debiting Ac-
coUNT 99.2, ProFIT AND L0ss—-SUSPENSE.
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Balance of this account represents the amount reserved on the
books to take care of possible or apparent loss in value of
bonds of subsidiary companies.

38.1 Capital Stock (Unallotted)—Preferred

Debst with: (1) The total par value of preferred capital stock re-
served or allotted under a specific plan to be issued to em-
ployees, Crediting Accourt 72.1, CapitaL SToCK—PRE-
FERRED.

Credst with; (1) The total collections from employees in payment
of this stock, Debiting Account 11.1, Case 1IN BANEKS-GER-
ERAL.

Balance of this account represents the amount to be received from
employees, if and when they take advantage of companies’
offer to sell them stock.

38.2 Capital Stock (Unallotted)-Common*

Debit with: (1) The total par value of common capital stock re-
served or allotted under a specific plan to be issued to em-
ployees, Crediting Account 72.2, CaritaL Stock—CoMMON.

Credit with: (1) The total collections from employees in payment
of this stock, Debiting Account 111, Case v Banks—GeN-
ERAL,

Balance of this account represents the amount to be received from
employees, if and when they take advantage of companies’
offer to sell them stock.

39.1 Sinking Fund First Mortgage Ten-Year Gold Bonds

Debit with: (1) Amount of funds set aside for the purpose of
discharging the above bonded debt, in accordance with in-
denture of mortgage, Crediting Account 111, Casa N
BaNks—GENERAL.

Credit with: (1) The amount of funds, which have been debited
to this account, which have been used to retire bonds, Debiting

* If no-par stock, debit with the noninal or declared value.



BALANCE SHEET ACCOUNTS 89

Account 71.11 Fmst MorteaGE TEN-YEAR GorLb BoNnbs
for the par value, and Debiting or Crediting Account 99.2,
Prorir AND Loss-SuspeENse for the loss or gain through
purchase.

Balance of this account represents the funds set aside to eventu-
ally retire the first mortgage funded debt of the company.

Sinking fund income is handled by Crediting AccounTt
91.6, SinxinNGg Fune INcoME with amount of periodical ac-
cruals, Debiting Accounr 19.3, Accruep SiNkiNG Fuwnp
INcoME.

39.21 Stocks of Qutside Companies

Debit with: (1) The cost value of any stocks, which the company
may purchase for investment, Crediting AccounTt 11.1, Casm
IN BANES—GENERAL.

Credit with: (1) The cost value of any stocks, when sold, Debit-
ing Account 111, Casm 1v BANKS—GENERAL for the cash .
consideration, and Debiting or Crediting Account 39.01, Re-
SERVE FOR Loss IN VALUE oF Stocks oF Qursibe COMPANIES
for the loss or gain on the transaction.

Balance of this account represents the cost value of stocks of out-
side companies, held for investment.

Dividends received on stocks of outside companies should be
credited to Account 91.4, DivipEnps Receivep. If stocks
are steady dividend payers and it is decided to accrue the in-
come, Credit Account 91.4, DivipEnps RECEIVED and Debit
Account 194, Accruep DIvibENDS RECEIVABLE,

39.22 Bonds of Outside Companies

Debit with: (1) The cost value of any bonds, which the company
may purchase for investment, Crediting Account 11.1, Casm
IN BANKS-GENERAL.

Credit with: (1) The cost value of any bonds, when sold, Debi-
ing Account 11.1, Casg v BANKs-GENERAL for the cash
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consideration, and Debsting or Crediting Account 39.02, Re-
SERVE FOR L0ss 18 VALUE oF Boxnps oF QutsibE CoMPANIES
for the amount of the loss or gain on the transaction.

Balance of this account represents the cost value of bonds of out-
side companies, held for investment.

Interest on bonds of outside companies should be accrued
monthly and be credited to Account 93.3, INTEREST CREDITS,
through Account 19.1, AcCRUED INTEREST RECEIVABLE.

39.01 Reserve for Loss in Value of Stocks of Qutside Com-
panies

Debit with: (1) The amount of the loss through sale, of stocks of
outside companies, Crediting Account 39.21, StoCKS OF
Ovursme CoOMPANIES.

(2) The amount of profit on each sale of stock, Crediting
Account 99.2, Prorit AND Loss-SuseeENnsg, after taking
into consideration reserve for loss, if any.

Credit with: (1) The amount of the gain through sale of stocks
of outside companies, Debiting Account 39.21, STocks OF
QursmeE CoMPANIES.

{2) The difference between cost and market value of stocks
of outside companies at the end of each fiscal period, if a loss,
Debiting AccounTt 99.2, ProrFiT AND Loss—SUSPENSE.

{3) The amount of loss on each sale of stock, Debiting
Account 99.2, ProFitr AND Loss-SuspENse, after taking
into consideration reserve for loss, if any.

Balance of this account represents the difference between cost and
market value of stocks of outside companies, if a loss, and also
the gain or loss over reserve on all sales of stocks of outside
companies. The balance, excepting portion of reserve applica-~
ble to stocks on hand, should be transferred to profit and loss—
suspense at the end of each closing period.

1f market value is greater than cost value, do not con-
sider, as profits cannot be anticipated, being earned only
through sale.
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39.02 - Reserve for Loss in Value of Bonds of Outside Com-
panies

Debit with: (1) The amount of the loss through sale of bonds of
outside companies, Crediting Account 39.22, Bowps or
OuTtsine COMPANIES.

(2) The amount of profit on each sale of bonds, Crediting
Account 99.2, ProFir AND Loss-SuspeEnsgk, after taking
into consideration reserve for loss, if any.

Credit with: (1) The amount of the gain through sale of bonds of
outside companies, Debiting Account 39.22, Bonps oF QuT-
sipE COMPANIES.

(2) The difference between cost and market value of bonds
of outside companies at the end of each fiscal period, if a loss,
Debiting Account 99.2, ProFIT AND L0Ss—SUSPENSE.

(3) The amount of loss on each sale of bonds, Debiting
Account 99.2, ProFIT AND Lo0ss—SUSPENSE, after taking
into consideration reserve for loss, if any,

Balance of this account represents the difference between cost and
market value of bonds of outside companies, if a loss, and
also the gain or loss, over reserve, on all sales of bonds of
outside companies. The balance, excepting portion of reserve
applicable to bonds on hand, should be transferred to profit
and loss~suspense at the end of each closing period.

If market value is greater than cost value, do not consider,
as profits cannot be anticipated, being earned only through
sale.

39.31 Employees’ Second Mortgage Loans

Debit with: (1) The amounts loaned to employees for the pur-
chase of homes, which loans are secured by a second mortgage
on the employees’ property, Crediting Account 11.1, Casn
IN BANKS~GENERAL.

Credit with: (1) The amounts received on account of reduction of
loans debited to this account, Debiting Account 11.1, Casu
IN BANRS—GENERAL.
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Balance of this account represents the amount of outstanding loans
to employees, secured by second mortgages on employees’

property.
Interest accrued on the loans should be credited to Ac-

count 93.3, InTEREST CREDITS, through Account 19.1, Ac-
CRUED INTEREST RECEIVABLE.

39.32 Employees’ Mortgage Loans (QOther)

Debit with: (1) The amount of the sale of real property to em-
ployees, when consummated, Crediting Account 36.1, ReaL
Esrate (OtHER THAN BUSINESs PROPERTY).

(2) The amount of interest accrued on employees’ mort-
gage loans (other), Crediting Account 93.3, INTEREST
CREDITS,

Credit with: (1)} The initial payment or amount deposited when a
sale of real property is made to an employee, Debiting Ac-
counNT 62.80, EMpPLOVEES’ PaYyMENTS oN Houses.

(2} All subsequent payments on account of these loans or
interest thereon made by employees, Delsting Accovnt 11.1,
CasH IN BANKS-GENERAL,

Balance of this account represents the amount of all outstanding
loans on real property purchased by employees from the com-
pany. All subsequent payments should be credited to this
account,

4. Prepaid, Deferred and Miscellaneous Assets

41.1 Factory Payroll Advances

Debit with: (1) The amount of all advances on account of wages
and salaries made to employees, such as advance payments
made during the vacation period, should a pay-day occur dur-
ing the period in which the employee is away, Crediting Ac-
couNT 11.1, CasH 1IN Banks-GENERAL, or AccouNTt 62.1,
Accounts PavasLe-Outsipe VENDors, when voucher is
drawn for amount of advances.
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Credit with: (1) The amount of advances when returned or de-
ducted from individual employees’ pay, Debiting ACCOUNT
11.1, Casu 1n BANKS—GENERAL, or ACCOUNT 63.1, ACCRUED
PavroLL-FactoriEs, when the deduction is made net on pay-
roll.

Balance of this account represents the amount of payroll advances
to employees, which is subject to deduction from future pay
period.

41.2 Salary Payroll Advances

Debit with: (1) The amount of all advances on account of general
offices salaries, in the way of advance payments made during
a vacation period, should a pay-day occur during the
period in which the employee is away, Crediting Account
11.1, Casm 1N BANKS-GENERAL, or AccounNt 62.1, Ac-
coUNTS PavapLe-OuTsinE VeENDORS, when voucher is drawn
for amount of advances.

Credit with: (1) The amount of advances when returned are
deducted from individual employees’ pay, Debiting Account
11.1, Casm 1N BaANES-GENERAL, OR ACCOUNT 63.2, Ac-
CRUED PAYROLL-SALARIES, when the deduction is made net on
the payroll.

Balance of this account represents the amount of salary advances
to employees, which is subject to deduction from future pay
period.

41.3 Advanced Payments Against Commissions

Debit with: (1) The amounts advanced to salesmen as drawings
against commissions which are to be earned or which have
been earned but not credited to their accounts or settled for,
Crediting AccoUNT 63.2, ACCRUED PAYROLL~SALARIES, or if
paid in cash, AccounT 11.1, CasH IN BANKS—GENERAL.

Credit with: (1) The amount of earned commissions against
drawings applicable to sales made during the period, Debiting
Account 85.14, CoMMISSION-SALESMAN.

Balance of this account represents the amount of money advanced
to salesmen, against future commissions, at the end of each
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period. This account must not be mistaken for AccounTt
63.3, Accruep CommissioNs, which records the liability for
unpaid commissions at the end of each period, for which no
advance payment or drawing arrangement exists.

42.1 Prepaid Insurance-Branches

Debit with: (1) The amount of premiums paid on insurance poli-

cies as shown on voucher register, Crediting Account 62.1,
Accounts PavaBLe-Outsine VENDORS,

Credit with: (1) The expired portion and the difference between

the cash surrender value and unexpired portion of premium
of the various policies at the end of each accounting period, as
shown on the insurance amortization record, Debsting Ac-
counNT %5.31, INsurRaNCE oN BuiLpings or Account 85.41,
INSURANCE ON STOCK.

(2) The cash surrender value of policies cancelled Debst-
ing Account 11.1, Casa 1N BANKs—GENERAL, or ACCOUNT
62.1, Accounts PavapLe—OuvutsipE VENDORS, if a “credit
memo” is received in place of cash.

Bealance of this account, at the end of any accounting period, rep-

resents the unexpired value of insurance premiums.

A register of insurance policies should be maintained,
wherein a record of each policy is entered and provision made
to record all details of policy and to write off the premium
during the period covered by the policy. Space should also be
provided to insert the account to be charged with the amount
written off and the register controlled by the general ledger
account in money value.

42,2 Prepaid Insurance-General Office

Debit with: (1) The amount of premium paid on insurance poli-

cies as shown on voucher register, Crediting Account 62.1,
AccouNTs PayaBLE—-OQUTSIDE VENDORS.

Credit with: (1) The expired portion and the difference between

the cash surrender value and unexpired portion of premium
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of the various policies at the end of each accounting period, as
shown on the insurance amortization record, Debiting Ac-
couNT 80.31, INsurRaNCE 0N BuiLbINGs, or other appropriate
expense account.

{2) The cash surrender value of policies cancelled, Debit-
ing Account 11.1, Casg 1N Banks—GENERAL, or ACCOUNT
62.1, Accounts Pavasie~Oursipe VENDoRrs, if a “Credit
memo” is received in place of cash.

Balance of this account, at the end of any accounting period, repre-
sents the unexpired value of insurance premiums,

A register of insurance policies should be maintained,
wherein a record of each policy is entered and provision made
to record all details of policy and to write off the premium
during the period covered by the policy. Space should also be
provided to insert the account to be charged with the amount
written off and the register controlled by the general ledger
account in tmoney value.

42,3 Prepaid Insurance-Factories

Debit with: (1) The amount of premium paid on insurance poli-
cies as shown on voucher register, Crediting AccounTt 62.1,
Accounts PavasLe~OuTsibE VENDORS,

Credit with: (1} The expired portion and the difference between
cash surrender value and unexpired portion of premium of the
various policies at the end of each accounting period, as shown
on the insurance amortization record, Debiting AccouNTt 25,
Facrory Lepcer CoNTROL.

(2) The cash surrender value of policies cancelled, Debit-
ing Account 11.1, Casa 1N Banks—GENERAL, or ACCOUNT
62.1, Accounts Pavasre-Qursibe VENDORs, if a “Credit
memo” is received in place of cash.

Balance of this account, at the end of any accounting period, repre-
sents the unexpired value of insurance premiums.

A register of insurance policies should be maintained,
wherein a record of each policy is entered and provision made
to record all details of policy and to write off the premium
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during the period covered by the policy. Space should also
be provided to insert the account to be charged with the
amount written off and the register controlled by the general
ledger account in money value,

If fire insurance at plant is covered by mutual companies,
the debit to this account, as premium, should be the net
amount, i.e., the premium less the estimated return premium.
The difference should be debited to Account 18.52, MuTUAL
INsURANCE PREMIUMS RETURNABLE,

43.1 Undistributed Freight and Express (Inbound)

Debit with: (1) The amount of payments for freight and express

charges, applying on inbound shipments, as shown on the
voucher register, Crediting Account 62.1, Accounts Pav-
ABLE-QUTSIDE VENDORS.

Credit with: (1) The distribution of freight and express as shown

on the voucher register, Debiting Account 43.01, Distris-
UTED FREIGHT AND Exeress-(INBOUND).

Balance of the account represents the amount of undistributed

freight and express charges at the end of each period.

All freight and express charges should be entered on the
various freight and express abstracts. A trial balance of un-
released freight at the end of each period should equal balance
of this account.

Account 43.01, DistrisuTED FREIGHT AND ExpPrESS—IN-
BOUND may be eliminated by making the credit to this account
chargeable directly to Account 26, MaTErIAL aND Sup-
PLIES, or other account, depending upon nature of goods re-
cejved.

43.2 Freight Advances

Debit monthly with: (1) The amount of payments for freight

and express charges, edvanced and applying on incoming ship-
ments, as shown on the voucher register, Crediting Account
62.1, Accounts PavasLe-OuTrsipE VENDORS.
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Credit monthly with: (1) The amount of freight charges ad-
vanced with the payment of the invoice and deducted from
vouchers passed for payment, as shown on the voucher
register, Debiting Account 62.1, Accounts PavasLe-Our-
SIDE VENDORS.

Balance of the account is the amount of advanced freight, not
yet collected from vendor or deducted from invoices,

43.01 Distributed Freight and Express (Inbound)

Debit with: (1) The amount of freight charges, other than ad-
vanced freight, distributed with the invoice, Crediting Ac-
counT 43.1, UnpisTRIBUTED FREIGHT AND Exrress (IN-
BOUND).

Credit with: (1) The amount of freight or express charged or
distributed with the invoice, Debiting Account 26, MATERI-
ALS AND SUPPLIES, or other account, depending on nature of
goods received.

Balance : There should be no balance in this account as it is for
“Clearance” only.

This account may be eliminated by Crediting the amount of
freight or express distributed with the invoice directly to
AccounTt 43.1, UNDIsTRIBUTED FREIGHT AND ExpPrEss (IN-
BOUND). '

44, Prepaid State and County Property Taxes

Debit with: (1) The payments made on account of state property
tax. By this account is meant all taxes of a local nature, in-
cluding school and county taxes, Crediting Account 11.1,
CasH 1N Bangs-GENERAL, or where a voucher is drawn for
the amount by Crediting AccounTt 62.1, AccoUNTS PAYABLE-
Qursipe VENDORS.

{(2) The amount by which the actual tax as assessed is
lower than the accrued amount, Crediting AccouNT 25, Fac-
tory LEDGER CoNTROL; AccounTt 8530, Taxes on BuiLp-
INGS, or other appropriate commercial expense account, or
where the books have been closed for the year during which
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the state property tax was accrued, Account 99.9, ProFIr
AND Loss—Prior PerIOD CHARGES.

Credst with: (1) The amount of state or county property tax,
which includes school and county taxes accrued during the
current period, Debiting Account 25, Factory LEnger Con-
TROL; AccounT 85.30, Taxes oN BuiLbiNgs, or other appro-
priate commercial expense account.

(2) The amount by which the actual tax as assessed is
higher than the accrued amount, Debsting Account 23, Fac-
TORY LEDGER ConTrOL; Account 85.30 Taxes oN BuiLp-
INGS, or other appropriate commercial expense account, or
where the books have been closed for the year during which
the state property tax was accrued, Account 99.9, ProriT
AND Loss—Prior Periop CHARGES.

Balance of this account represents the amount of prepaid state and
county property taxes, whether due for payment or not.

This method will permit all charges being apportioned to
the proper months and to the respective tax accounts in the
period when incurred.

If state and county property taxes are accrued instead of
prepaid use AccouNT 67.4, ACCRUED STaTE aAND COUNTY
ProperTY TAXES.

45. Prepaid Interest on Bank Loans (or Discount)

Debit with: (1} The amount of prepaid interest or discount on
notes payable, etc., as shown on cash receipts journal, Credst-
ing Account 61.1, NoTEs PAYABLE AT BANK, or other ap-
propriate account.

Credit with: (1) The amount of prepaid interest or discount writ-
ten off at the end of each accounting period, as shown on the
notes payable register, Debiting Account 93.4, INTEREST
Desits.

Balance of the account represents the amount of prepaid interest
or discount on bank loans applying to subsequent periods,

Prepaid interest should be amortized over the proper period
and this amortization should be shown on the notes payable
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register and a journal entry voucher prepared for total
monthly amortization,

This account must not be confused with AccounTt 68.2,
Accruep InTEREST Pavapre (Ormer THAN Bonps), which
account controls the accrual of all interests, other than on
bonds, except that portion prepaid and controlled by this
account.

48, Improvements to Leaseholds

Debit with: (1) The total cost of all permanent improvements to
leased premises, the title of which reverts to landlord at ter-
mination of lease, Crediting Accourt 62.1, AccoUuNTs Pay-
ABLE-OuTsmE VENDORS, or if paid in cash, AccounTt 11.1,
Casa 17 BANKS-GENERAL.

Credit with: (1) The monthly amortization of the amounts
charged to this account, equally over the period of each lease,
Debiting Account 85.27, RENT.

Balance of this account represents the unamortized portion of cost
of improvements to leaseholds at the end of each period.

Improvements to leaseholds should be amortized over the
period of the lease and the current amount of amortization
charged to rent account.

49.1 Prepaid Bond Discount and Expense

Debit with: (1) The amount of discount allowed and the expense
incurred on the sale or issue of bonds, Crediting AccounT
71.12, Susscrirrions 10 FirsT MorTeaGE TEN-YEAR GoLD
Boxws.

Credit with: (1) The monthly amount amortized, or total un-
amortized balance of any bonds retired prior to maturity, as
shown on the bond discount amortization record, Debiting Ac-
counTt 93.5, INTEREST ON BONDED DEBT.

Balance of this account represents the unamortized amount. of
discount and expense on outstanding bonds.

The amount of discount and expense on any issue of bonds
should be amortized over the period of the life of the bonds.
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In the case of bonds retired prior to date of maturity, total
unamortized discount and expense applying on such bonds
should be charged against the current period.

A separate account should be maintained for each differ-
ent bond issue.

49,2 Prepaid Commercial Agency Subscriptions

Debit with: (1) The amount of prepaid commercial agency sub-
scriptions as shown on the voucher register Crediting Ac-
counNT 62.1, Accounts PavaRLE-OUTSIDE VENDORS.

Credit with: (1) The amounts written off at the close of each
accounting period, Debiting Account 85.69, CrRepIT AND
CorrecTiON EXPENSES.

Bdalance of this account represents the amount of prepaid com-
mercial agency subscriptions expense, applicable to subse-
quent periods.

A register of prepaid commercial agency subscriptions
should be maintained, wherein should be recorded, all of the
prepaid expenses and the amounts analyzed monthly in
columns to accounts to be charged. The above account should
act as a control over this detail register,

-

ra
493 Prepaid Rent =

Debit with: (1) The amount of rent prepaid as shown on the
voucher register, Crediting Account 62.1, Accounts Pay-
ABLE-OUTSIDE VENDORS.

Credit with: (1) The monthly amount of such rent as shown or
the prepaid rent amortization record, Debiting Account 85.27,
Rent (Servine ExpeENsE) or other appropriate account.

Balance of this account represents amount of prepaid rent cover-
ing subsequent periods.

A register of prepaid rent should be maintained, wherein
is recorded alf of the prepaid rent and the amounts analyzed
monthly in columns to accounts to be charged.

The above account should act as a control over this detail
register.
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49.41 Experiments and Developments-Labor

Debit with: (1) The value of all labor expended in connection with

development and experimental work, which cannot properly be
absorbed during the current month’s operations, the amount so
deferred being spread to subsequent months on a basis laid
down by management, Crediting Account 25, Facromy
Lepcer CoNTROL, or other medium used for distribution of
this cost.

Credit with: (1) The amounts charged off to cost of operations

from time to time, Debiting AccounT 25, Facrory LEDGER
ConTrROL, Or other appropriate account.

(2) The cost of all extraordinary experiments and develop-
ments, especially those which cannot be justified as a charge
against cost of product, Debiting AccoUuNT 92.64, EXTRAOGRDI-
NARY EXPERIMENTS AND DEVELOPMENTS,

Balance of this account represents the amount of labor expended

on experimental and development work, which has been de-
ferred as a charge to cost until subsequent periods.

49.42 Ezxperiments and Developments-Other than Labor

Debit with: (1) The value of all expenses, other than labor, ex-

pended in connection with developments and experimental
work, which cannot properly be absorbed during the current
month’s operations, the amount so deferred being spread to
subsequent months on a basis laid down by the management,
Crediting Account 25, Factory Lepgez ConTroL, or other
medium used for distribution of this cost.

Credit with: (1) The amounts charged off to cost of operations

from time to time, Debiting Account 25, Facrory LEDGER
CoNTROL, or other appropriate account.

(2) The cost of all extraordinary experiments and de-
velopments, especially those which cannot be justified as a
charge against cost of product, Debiting Account 92.64, Ex-
TRAORDINARY EXPERIMENTS AND DEVELOPMENTS.

Balance of this account represents the amount of expenses, other

than iabor, expended on experimental and development work,
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which has been deferred as a charge to cost until subsequent
period or periods.

49.5 Suspended Charges-Allied Companies

Debst with: (1) The amount of all unchecked items or other dis-
crepancies, which occur at the end of period in conmection
with intercompany or branch settlements, Crediting the appro-
priate account, ,

(2) The amount of adjustments of unchecked items or
discrepancies, after having been checked up with respective -
subsidiary company or branch, Crediting the appropriate
account.

Credit with: (1) The amount of all unchecked items or other
discrepancies, which occur at the end of the period in con-
nection with intercompany or branch settlements, Debiting
the appropriate account.

{(2) The amount of adjustments of unchecked items or
discrepancies, after having been checked up with respective
subsidiary company or branch, Debiting the appropriate ac-
count.

Balance of this account represents the amount of all items in
monthly intercompany or branch settlements, which remain
unchecked at the end of any accounting period. A detailed
analysis of this account should be maintained at all times,

49.6 Insurance Adjustments

Debst with: (1) The amount of the loss occasioned by fire,
explosion, etc., until settlement of claims is agreed upon with
the insurance companies, Crediting the account which has
sustained the loss.

(2) The net gain as determined by applying all losses sus-
tained against the respective claim therefor, as allowed by
the insurance company, Crediting Account 9291, Loss or
Garn oN INsuraNce CLAIMS,

Credit with: (1) When proof of loss in each instance has been
established, the amount of claim agreed upon, Debiting Ac-
couNT 18.2]1, Craims-INSURANCE.
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{2) The net loss as determined by applying all losses sus-
tained against the respective claim therefor, as allowed by the
insurance company, Debiting Account 9291, Loss or GaiN
oN INsuraNcE CraTMs,

Balance of this account represents the amount of claims upon in-
surance companies, the settlement of which has not been
agreed upon.

Each fire or explosion loss, etc., should be accounted for
separately.

49.7 Prepaid Advertising

Debit with: (1) The amount of prepaid advertising charges as
shown on the voucher register, Crediting Account 62.1, Ac-
couNTs PAvasLE-OUTSIDE VENDORS.

Credit with: (1) The amounts written off at the close of each
accounting period, Debiting Account 8576, ADVERTISING
ExPENSE.

Balance of this account represents the amount of prepaid adver-
tising charges, for which advertising has not been issued, or
where the benefit to be derived applies to subsequent periods.

A register of prepaid advertising should be maintained,
wherein is recorded all of the prepaid advertising expenses
and the amounts analyzed monthly in columns to accounts to
be charged. The above account should act as a control over
this detail register.

49.9 Miscellaneous Prepaid Items

Debit with: (1) The amount of all expenditures made in the
current month for miscellaneous expenses incurred against
operations of subsequent months, Crediting Accounts 62.1,
Accounts PavaBLe-OutsipeE VENDORS, or other appropriate
account.

Credit with: (1) The monthly proportion chargeable to respec-
tive expense accounts, in accordance with basis laid down by
management, Debiting the appropriate expense account.

Balance of this account represents the amount of miscellaneous
prepaid expense items which are to be amortized over sub-
sequent periods.

a
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5. Good-Will, Patents and Trade Marks

51. Patents

Debit with: (1) The cost of acquiring patents, Crediting ACCOUNT
11.1, Casy 1N BaNks-GENERAL, or Account 62.1, Ac-
couNTs PavaBLe-OurtsioE VENDORsS, or ACCoUNT 25 Fac-
TorY LEDGER CoNTROL, depending upon whether value was
received by payment in cash, through the voucher register,
or represent charges expended by factory in development.

Credit with: (1) The amount of amortization of cost of patents
over their life, Debiting Account 25, Facrory LEpGER CoN-
TROL, or other appropriate account.

Balance represents the book value of all patents held by the
company.

52, Trade Marks

Debit with: (1)} The amount by which the account is arbitrarily
increased in value, Crediting AccouNt 79.52, SuURPLUS
THROUGH REVALUATION.

Credit with: (1) The amount by which this account is arbitrarily
reduced in value, Debiting Account 79.52, SurrLuUs
TrrROUGE REVALUATION.

Balance of this account represents the book value of trade marks.

53. Trade Names

Debit with: (1) The amount by which this account is arbitrarily
increased in value Crediting Account 79.52, SuURPLUS
TraroucH REVALUATION, .

Credit with: (1) The amount by which this account is arbitrarily
reduced in value Debiting Account 79.52, SurrLUS
TEROUGH REVALUATION.

Balance of this account represents the book value of trade names.

54, Good-Will

Debit with: (1) The amount by which the account is arbitrarily
increased in value, Crediting Account 79.52, SurpLUs
THROUGH REVALUATION,
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Credit with: (1) The amount by which this account is arbitrarily
reduced in value, Debifing AccoUNT 79.52, SurrLus
TEROUGH REVALUATION,

Balance of this account represents the book value of good-will.

6. Current Liabilities
61.1 Notes Payable to Banks

Debit with: (1) The payment by renewal or the charge against
our account for notes payable which have become due, held
at bank, as shown on the cash disbursements journal, Credsi-
ing AccounT 11.1, Casg 1IN BANKs—GENERAL, or when re-
newed by both Debiting and Crediting this account and also
Debiting Account 45 Preram INTEREST oN Bank Loans
(or DiscounTt) for amount of the discount.

(2) The payment of notes by our check as shown on the
voucher register, Crediting Account 62.1, Accounts Pav-
ABLE~QUTSIDE VENDORS.

Credit with: (1) The amount of notes payable, and renewals
thereof, given to banks, as recorded on the notes payable
register, or the amounts received thereon as shown on the
cash receipts journal, Debiting Account 11.1, Casm in
Banks-GENERaL for the net proceeds, and AccounTt 45,
PrerA> INTEREST ON BANK LoaNs (or DiscounTt) for the
amount of the interest or discount,

Balance of this account represents the amount of gross notes
payable given to banks which are not yet due for payment.

The notes payable register should be maintained by the
cashier’s department, wherein should be recorded the detailed
record of each note, together with interest accruals or amorti-
zation of discount for each accounting period.

61.2 Notes Payable (Other than Banks)

Debit with: (1) The amount of payment of notes payable, “Other
than banks,” as shown on the voucher register, Crediting
Account 62.1, Accounts PavasLe—Outsibe VENDoORS; if
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amount of payment includes interest Debit Account 68.2,
AccrueEb INTEREST PavaslE (OTHER THAN Bonbps).
Credit with: (1) The amount of notes payable given to “Other
than banks,” as recorded on the notes payable register, Debit-
ing Account 62.1, Accounts PavasLe~OuTsIDE VENDORS,
or other appropriate account.

Balance of this account represents the amount of notes payable,
held by “Other than banks,” not yet due for payment.

The notes payable register should be maintained by the
cashier’s department, wherein should be recorded the detailed
record of each note, together with interest accruals.

61.3 Loans Payable

Debit with: (1) The amount of the expenditure in repayment of
foans (other than vendors of banks) not secured by note or
mortgage, Crediting Account 11.1, Casr 1N Bank-GEN-
ERAL; Debit at the same time should be made to Account
93.4, INTEREST DERITS, 0r AccoUNT 68.2, AcCRUED INTEREST
Pavarre (OreER THAN Bonps) for the amount of the
interest.

Credit with: (1) The amount of all loans payable (other than
vendors or banks) not secured by note or mortgage, Debiting
Account 11.1, Casy ¥ BANKs—(GENERAL.

Balance represents the amount of outstanding loans payable (other
than vendors or banks) not secured by note or mortgage, at
the end of any accounting period, and should control the
subsidiary record, wherein detail is recorded.

Loans received from subsidiary or controlled companies in
the way of permanent or semi-permanent investments should
not appear in this account,

62.1 Accounts Payable-Outside Vendors

Debit with: (1) The total amount of checks drawn, as per
vouchers presented, as _shown on the cash disbursements
journal, Crediting Account 11.1, CasH 1N BANKS-GENERAL.
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(2) The transfer of portions of this account to other gen-
eral ledger accounts for special methods of settlement, Credsi-
ing other appropriate account.

(3) Settlement of accounts by notes, etc., as shown on
the notes payable register, Crediting Account 61.2, NotES
Pavaere (OTEER THAN BANKS).

Credit with: (1) The total amount credited to this account as
shown by vouchers entered on the voucher register, Debiting
accounts as per detail distribution on voucher register,

(2) Amounts received from vendors as per vouchers ren-
dered “due us” as shown on the cash receipts journal, Debii-
ing Account 11.1, Casa 1N BANKS-GENERAL.

Belance of this account represents the amount of accounts payable,
outside vendors, payable at the end of each period.

The date of and check number in payment of each voucher
should be entered on the voucher register from the various
check registers. The total amount of vouchers not so marked
paid, should equal the balance of this account.

62.21 Unclaimed Wages

Debit with: (1) The amount of unclaimed wages and salaries
paid by the office and factory cashiers to the proper persons,
as shown by the reimbursements vouchers on the voucher
register, Crediting Account 62.1, AccounTts PavaeLe-Our-
SIDE VENDORS.

Credit with: (1) The amount of unclaimed wages and salaries
returned to the treasury by the various paymasters, as shown
by the cash receipts journal, Debiting Account 11.1, Casu
IN BANKS—GENERAL.

Balance of this account represents the amount of unclaimed
wages and salaries on hand at the end of any period.

A file of unclaimed wages and salaries should be maintained
by the auditor of disbursements, against which should be
checked each payment of such unclaimed wages or salaries
made by the cashier to the proper individuals.
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62.22 Unclaimed Dividends

Debit with: (1) The amount of declared dividends due and un-
paid as credited to this account on the last day of preceding
month, Crediting AccounTt 11.1, Casa 1N BANKS-GENERAL.

Credit with: (1) The amount of declared dividends due and paid,
which dividend checks have not been presented at bank for
collection within a reasonable period, Debiting AccounT 11.1,
CasH 1N BANKS—-GENERAL.

Balance of this account represents the amount of unclaimed divi-
dends at the end of any period, and on the first day of the
following month should be reversed.

After a reasonable period all unbanked dividend checks
should be “stopped-payment” and new checks issued as and
when requested by stockholders to whom payable.

62.3 Excise Tax Payable on Sales

Debit with: (1) The payment of the amount of excise tax, as

shown on the voucher register, Crediting Account 62.1, Ac-
" coUNTS PAvarLE~OUTSIDE VENDORS.

Credit with: (1) The amount of excise tax calculated to be due
the Government, Debiting Account 824, Excise Tax oN
Savgs, according to class of product upon which tax is as-
sessed,

(2) Amount of excise tax transferred from the factory
ledger for the sale of tires, tubes, etc., made directly to em-
ployees, Debiting Account 25, Factory LEpGER CONTROL,

Balance of this account represents the amount of excise tax due,
which has not yet been returned to the Government collecting
officer,

62.41 Miscellaneous Claims Payable

Debit with: (1) The settlement of the amount of claim agreed
upon, Crediting Account 11.1, Casa 1N BANKS—GENERAL,
or Account 62.1, AccouNTs PavapLE-OuTsipE VENDORS
in case voucher is prepared, at the same time Debiting or
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Crediting AccounT 92.4, ExTRAORDINARY EXPENSE (OTHER
THAN ProPERTY) with any adjustment of the amount.

{2) The amount of all items or claims lifted against com-
pany by agreement or by virtue of unfairness and improba-
bility of settlement, Crediting Account 92.4, EXTRAORDINARY
Exrense (OTHER THAN ProperTY), thereby reversing the
original entry which set up the contingent liability.

Credit with: (1) The amount of liability for claims against the
company, covering damages to outside property, etc., which
are not covered by insurance, Debiting Account 924, Ex-
TRAORDINARY EXPENSES ((OTHER THAN PROPERTY).

Balance of this account represents the liability of the company for
claims made against it, which are unsettled or where the
settlement amount is in dispute. The make-up of this ac-
count should be analyzed from time to time by the company’s
attorney.

62.42 Accident Claims Payable

Debit with: (1) The cash settlement made of all accident claims,
Crediting AccounTt 11.1, CasH 18¥ BANKS—-GENERAL, or Ac-
count 62.1, Accounts. PavasLe-OuTtsipe VENDORS, where
a voucher has been drawn for the amount of the payment.

Credit with: (1) The amount of all accident claims agreed upon
between the company and employees or insurance companies,
Debiting the insurance company through Account 62.1, Ac-
¢oUNTS PavasLe-OutsiDE VENDORS, where the amount
should be deducted from future remittances to insurance
companies.

Balance of this account represents the amount of unpaid accident
claims which are to be paid when and as they become due.

62.5 Unaudited Invoices

Debit with: (1) The total amount of unaundited invoices on hand
at the close of the preceding accounting period, which amount
had been originally credited to this account, Crediting Ac-
COUNT 27.1, MATERIAL AND SyPPLIES IN TRANSIT.
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Credit with: (1) The total amount of unaudited invoices on hand
at the close of the accounting period, Debiting Account 27.1,
MaTerIAL AND SuUPPLIES IN TRANSIT.

Balance of this account represents the liability on account of in-
voices, covering material and supplies which are in transit at
the end of the accounting period, which invoices have not yet
been taken up in the accounts due to non-receipts of material
or awaiting proper approval before entry. Invoices for
merchandise, materials and supplies, shipped ¥.Q.B. destina-
tion, are not legal or accounting liabilities previous to receipt
of goods.

The entry creating this credit balance should be reversed
at the beginning of the succeeding accounting period.

62.6 Unrendered Invoices

Debit with: (1) The total amount of unrendered invoices at
close of preceding accounting period, which amount had been
originally credited to this account, Crediting the respective
expense account which had been so charged.

Credit with: (1) The estimated amount of expense bills not re-
ceived in time to be charged to the specific expense accounts
during the period to which they apply, Debiting the respective
expense account in the same amount.

Balance of this account represents the estimated amount of un-
rendered expense invoices which apply against the operations
of the period. The entry creating this balance should be re-
versed at the beginning of the succeeding accounting period.

This account is instituted so that as nearly as possible all
expense items will be charged in the month in which they are
applicable, even though the amount needs be estimated.

Dummy invoices may be prepared, and the estimated
amount adjusted to actual upon receipt, making unnecessary
this account.

62.7 Contract Estimates Payable

Debit with: (1} The amount of all disbursements made to con-
tractors as work progresses, upon approval by engineers or
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architects, Crediting AccounTt 11.1, CasH 1IN BANKS-GEN-
ERAL, or AccoUuNT 62.1, AccounTs PavapLe-QuTsipE VEN-
poRrs, where voucher is drawn for payment. '

{2) The amount of all adjustments of estimates to the
actual cost of all contract estimates, Debiting or Crediting
Account 32,1, ConsTrUCTION IN PRrOCESS.

Credit with: (1) The amount agreed upon as fixed payments
under contracts for building construction or changes in plant,
Debiting Account 32.1, ConsTrRUCTION IN PROCESS.

Balance of this account represents the amount of liability to out-
side contractors for construction work in process, and should
clear when the construction work contracted for has been
completed.

"~ 76281 Employees’ Deposits on Tools, etc.

Debit with: (1) The amounts of refunded deposits when em-
ployees return the company property, Crediting Account
11.1, Cas 1¥ BaNxs-GENERAL, or Account 62.1, Ac-
coUNTs PavARLE-OuUTsiDE VENDORS, where a voucher is pre-
pared to cover the disbursements, or the amount is added to
the payroll.

Credit with: (1) The amount of deposits received from employees
to whom tools, gloves, overalls and uniforms, etc., have been
issued, Debiting Account 11.1, CasE 1N BANKS-GENERAL,
or Account 62.1, Accounts PavaBLe-OuTsipE VENDORS,
when items are handled as payroll deductions and vouchered.

Balance of this account represents the amount of deposits made
by employees as security for possession of company property,

62.82 Employees’ Deposits on Locker Keys

Debit with: (1) The amount of refunded deposits when em-
ployees return the locker keys, Crediting Account 11.1, Casa
1N BANKS-GENERAL, or ACCOUNT 62.1, AcCOUNTS PAYABLE-
Oursoe VeENDoRrs, where a voucher is prepared to cover the
disbursement, or the amount is added to the payroll.

Credit with: (1) The amount of deposits received from em-
ployees to whom locker keys have been issued, Debiting Ac-
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count 11.1, Case 1N BaANks—GENERAL, or Account 62.1,
Accounts Pavasie-OursipE VENDORS, when items are
handled as payroll deductions and vouchered.

Balance of this account represents the amount of deposits made
by employees as security for possession of company property
in the shape of locker keys.

62.83 Employees’ Savings and Securities

Debit with: (1} The amount of withdrawals by employees of
savings or securities, Crediting Account 111, Casm 1IN
Bangs—GENERAL, or where voucher is drawn for the amount,
Account 62.1, Accounts PavapLe—~OuTsiDe VENDORS,

Credit with: (1) The amount of cash or securities, deposited with
the company by employees for savings or safe-keeping pur-
poses, Debiting Account 11.1, CasE 1IN BaANKS-(GENERAL.

(2) The amount of interest credited to this account, in
accordance with employees savings agreement, Debiting Ac-
counT 93.4, InTEREST DEBITS.

Balance of this account represents the amount of savings and
securities of employees, deposited with the company.

If this amount or the amount in any similar account is
large, it or they should be set off on the balance sheet as
trusteeship accounts.

62.84 Income Tax Withheld at Source

Debit with: (1) The amount of payments made to the respective
revenue collectors, of the amount of income tax withheld
from employees who are non-resident, Crediting ACCOURT
11.1, CasH 1IN BANKS—-GENERAL, or where a voucher is
drawn for the amount, Account 62.1, AccouNTs PAYABLE-
OutsibE VENDORS,

Credit with: (1) The amount of state or federal income taxes
deducted from pay of non-resident employees, Debiting Ac-
count 11.1, Casu 1IN BANKS-GENERAL, or AccouNT 62.1,
AccouNTs PavArLE-OursipE VEeENDORS, when items are
handled as payroll deductions and vouchered.
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Balance of this account represents the amount of income with-
held from non-resident employees, which as yet have not
been remitted to the revenue collectors.

62.85 Employees’ Stock Subscriptions

Debit with: (1) The total amount of subscriptions to common
capital stock by employees, Crediting AccounT 72.2, CAPITAL
Stock~-CoMMON.

Credit with: (1) The amounts paid in by employees on stock
subscriptions, Debiting Account 11.1, CasH IN BANKs-
(GENERAL,

Balance represents the balance due from employees on stock sub-
scriptions.

62.86 Employees’ Payments on Houses

Debit with: (1) The amount of the initial payment deposited,
when the sale is consummated and a mortgage procured,
Crediting Account 39.32, EMpLovEES' MORTGAGE L.oANS
(OTHER).

Credit with: (1) The amount of deposits or other initial pay-
ments made by employees on houses (which have been
acquired by the company for the purpose of resale to em-
ployees) pending the actual sale thereof, Debiting AccounT
11.1 Casm 1v BANKS—GENERAL.

Balance of this account represents the amount of deposits and
initial payments made by employees on houses prior to their
taking title.

62.87 Employees’ Benefit Account

Debit with: (1) The amount of dishursements made by welfare
department out of the fund created, Crediting Account 11.1,
CasH 1N BANKs—GENERAL, or where a voucher is drawn for
the amount, Account 62.1, Accounts PAvasLe-OuTsIDE
VENDORS. ‘

Credit with: (1) The amount of receipts of funds held for wel-
fare purposes, such as profit on slot machines, employees’



114 MANUAL OF ACCOUNTS

vending machines, etc., Debiting Account 111, CasH IN
BAanNks~GENERAL.

Balance of this account represents the unexpended amount, which
may be used for employees’ benefit purposes.

62.91 Customers’ Overpayments

Debit on the first day of the following month with: (1) The
amount credited to this account at the end of previous month,
Crediting AccounT 14.1, Accounts RECEIVABLE-CUSTOMERS,
or other appropriate accounts receivable control,

Credit with: (1) The total amount of all credit balances on the
accounts receivable ledgers at the end of any accounting
period, Debitsng Account 14.1, Accounts RECEIVABLE-
CusToMERs, or other appropriate accounts receivable control.

Balance of this account represents the total amount of credit
balances appearing on the accounts receivable ledgers, and
should be reversed on the first day of the following month.

This account may be rendered unnecessary should the
practice be to insert the credit figure as offsetting accounts
receivable, on the balance sheet.

62,99 Accounts Payable~Miscellaneous

Debit with: (1) The amount of disbursements made on account
of accounts payable—miscellaneous, Crediting Account 11.1,
CasnH 1N BANKS-GENERAL, or where a voucher is drawn for
the amount, Account 62.1, Accounts PayapLe-OUTSIDE
VENDORS,

Credit with: (1) The amount of all miscellaneous accounts pay-
able items for which no specific account has been provided,
Debiting the appropriate account.

Balance of this account” represents the amount of miscellaneous
accounts payable, unpaid, at the end of the period.

63.1 Accrued Payroll-Factories

Debit this account with: (1) All amounts advanced for the fac-
tory payroll as shown on the voucher register, Crediting Ac-
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coUNT 62.1, Accounts PavaBLE—OuTtsipE VENDoRs, for the
net amount of the payroll; Account 41.1, Facrory PayroLL
ADVANCES, for the amount of advances and pay-offs re-
covered on the payroll; and any other appropriate account
for other deductions or additions.

Credit with: (1) The amount of factory payroll distributed to
cost during the period, Debiting Account 25, Facrory
Lepcer CoNTROL.

Bolance of this account represents the amount of the factory
payroll, accrued and unpaid, at the end of each accounting
period,

63.2 Accrued Payroll—Salaries

Debit with: (1) The amount of money expended for general
payroll as shown on the voucher register, Crediting AccouNT
62.1, Accounts PavasrLe-OvuTsipE VENDORS for the met
payroll; AccounT 41.2, SALARY PayroLL ApvaNcEs for the
amount of “advances” made during period; and any other
appropriate account for other deductions or additions.

Credit with: (1) The amount of general payroll distributed dur-
ing the period, Debiting accounts to which salaries or wages
are applicable, all in accordance with distribution of payroll.

Balance of this account represents the amount of general payroll,
accrued and unpaid, at the end of each accounting period.

63.3 Accrued Commissions

Debit on the first day of the following month with: (I) The
amount set up as a credit to this account, Crediting AccounT
85.14, CoMMISSION—-SALESMEN, or other account to which
the amount of commission is chargeable.

Credit with: (1) The amount of unpaid commissions at the end
of any period, Debiting Account 85.14, CoMmMISSION—SALES-
MEN, or other account to which the commission, when paid,
will be applicable,

Balance of this account represents the amount of commissions, ac-
crued and unpaid at the end of each period, and should be
reversed immediately after closing the books for the period.



116 MANUAL OF ACCOUNTS

This account must not be mistaken for AccouNTt 41.3,
Apvancep PAYMENTS against commissions,

64.1 Dividends Payable-Preferred Stock

Debst with: (1) The payment of the amount of dividends de-
clared, upon arrival of date upon which declaration of divi-
dends become due, by check drawn to order of dividend
No..... and date, Crediting AccounTt 11.1, Casa 1w BANKs—
GENERAL, '

Credst with: (1) The amount of dividends declared by the board
of directors, as shown by the minutes of meetings of such
board, Debiting Account 79.01, DivipEnDs Pamp.

Balance of this account, if any, represents the amount of dividends
declared, but not due for payment.

64.2 Dividends Payable-Common Stock

Debit with: (1) The payment of the amount of dividend declared,
upon arrival of date upon which declaration of dividends be-
come due, by check drawn to order of dividend No..... and
date, Credsting Account 11.1, CasE 1N BANKS-GENERAL.

Credit with: (1) The amount of dividends declared by the hoard
of directors, as shown by the minutes of meetings of such
board Debiting Account 79.01, DrvibEnps PAIp.

Balance of this account, if any, represents the amount of divi-
dends declared, but not due for payment.

For treatment of unclaimed dividends reference should be
made to Account 62.22, UNcLaAIMED DIvIDENDS,

66. Accounts Payable-Controlled and Subsidiary Com-
panies

Debit monthly with the amount of charges against subsidiary com-
panies including items such as: (1) Proportion of general
expenses applicable to subsidiary companies, Crediting appro-
priate account,

(2) Materials furnished subsidiary companies, Crediting
appropriate account.
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(3) Invoices paid for, or advances in favor of, subsidiary
companies as shown on the voucher register, Crediting Ac-
count 62.1, Accounts PavapLe-Outsipe VENDORS, or Ac-
count 17.2, AssociaTeD CoMPANIES-PURCHASED MATERIAL,

Credit with: (1) The amount of money received from subsidiary
companies, Debiting Account 11.1, Casm 1N BaANKs-
GENERAL. :

(2) Materials, etc., received from subsidiary companies,
Debiting appropriate accounts.

(3) Notes received in payment of account, Debiting Ac-
count 13.3, MisceLLaNEoUS NOTES RECEIVABLE,

(4) Amount of interest credited to controlled or subsidiary
companies, Debiting Account 93.62, InTerest DesBiTs
(ArLiED COMPANIES).

Balance of this account represents the amount due to subsidiaries
as accounts receivable.

This account acts as a control over the subsidiary com-
panies’ ledger, wherein record of detail transactions with the
individual companies should be maintained.

When a payment or advance is made for a subsidiary com-
pany, a notification of charge form should be made out and
“A” copy filed with voucher; “B” copy forwarded to sub-
sidiary company ; and “C” copy filed in spedal file.

In the balance sheet, only that portion of the above ac-
count or accounts will appear under this classification of
“current assets,” as will in the ordinary course be received
in cash,

That portion of this balance, which is in the nature of per-
manent advances to controlled or subsidiary companies should
be shown on the balance sheet under the caption “Advances
to Controlled and Subsidiary Companies.”

This account is the same as Account 17.1, Accounts
REcCEIVABLE~-CONTROLLED AND SuUBSIDIARY COMPANIES: if
the parent company is indebted to the subsidiary, the balance
should appear on the trial balance and balance sheet as a
liability under the above caption.
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67.1 Accrued Capital Stock Tax

Debit with: (1) The payments made on account of capital stock
tax, Crediting AccounTt 11.1, CasH 1N BANKs—GENERAL, or
where a voucher is drawn for the amount by Crediting Ac-
coUNT 62.}, AccouNTs PAvaBLE-OUTSIDE VENDOES.

(2) The amount by which the actual tax as assessed is
lower than the accrued amount, Crediting Account 92.31,
Caritar Stock Tax (FeEperaL), or AccounTt 999, PrOFIT
aND Loss-Prior PErIoD CHARGES where the books have been
closed for the vear during which the capital stock tax was
accrued.

Credit with: (1) The amount of capital stock tax accrued during
the current year, Debsting Account 92.31, CAPITAL STOCK
Tax (FEDERAL).

{2) The amount by which the actual tax as assessed is
higher than the accrued amount, Debiting Account 92.31,
Carrrar Stock Tax (FEDERAL), or ACCOUNT 9.9, ProFiT
aND Loss—Prior Periop CHARGES where the hooks have been
closed for the year during which the capital stock tax was
accrued,

Balance of this account represents the amount of accrued capital
stock tax, whether due for payment or not.

This method will permit of all charges being apportioned to
the proper months and to the respective tax accounts, in the
period in which incurred.

67.2 Accrued State Income Tax

Debit with: (1) The payments made on account of state income
tax, Crediting AccounT 11.1, Casa 18N BANKS—-GENERAL, or
where a voucher is drawn for the amount by Crediting Ac-
CouNT 62.1, AccouNTs PAvaBLE-QUTSIDE VENDORS.

(2) The amount by which the actual tax as assessed is
lower than the accrued amount, Crediting Account 92.32,
State Taxes (FrancHISE or INcoME), or Account 99.9,
ProriT aAND Loss-Prior PeEriop CHARGES, where the books
have been closed for the year during which the state income
tax was accrued.
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Credit with: (1) The amount of state income tax accrued during
the current year, Debiting Account 92,32, StateE TAxES
{FRANCHISE OR INCOME).

(2) The amount by which the actual tax as assessed is
higher than the accrued amount, Debiting Account 92.32,
StateE Taxes (FRANCHISE or INCOME), or Account 99.9,
ProFiT aND Loss-Prior Periop CHARGES, where the books
have been closed for the year during which the state income
tax was accrued,

Bealance of this account represents the amount of accrued state in-
come tax, whether due for payment or not.

This method will permit of all charges being apportioned
to the proper months and to the respective tax accounts, in the
period in which incurred.

67.3 Accrued State Franchise Tax

Debit with: (1) The payments made on account of state franchise
tax, Crediting Account 11,1, CasH 1IN BANKS—GENERAL, or
where a voucher is drawn for the amount by Crediting Ac-
coUNT 62.1, Accounts PavaBLE-OUTsIiDE VENDORS,

{2) The amount by which the actual tax as assessed is
lower than the accrued amount, Crediting Account 92.32,
StaTE Taxes {FrRaxcHISE or INcoME), or Account 99.9,
Prorrr AND Loss-Prior Pertop Caakces, where the books
have been closed for the year during which the state franchise
tax was accrued.

Credit with: (1) The amount of state franchise tax accrued dur-
ing the current year, Debiting Account 92.32, STATE TAxES
(FRANCHISE OR INCOME).

(2) The amount by which the actual tax as assessed is
higher than the accrued amount, Debiting Account 92.32,
StaTeE Taxes (FRANCHISE OrR INcOME), or AccouNt 99.9,
. ProFir AND Loss—Prior Periop CHARrGES, where the books
have been closed for the year during which the state franchise
tax was accrued,

Balgnce of this account represents the amount of accrued state
franchise tax, whether due for payment or not.
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This method will permit of all charges being apportioned
to the proper months and to the respective tax accounts, in-the
period in which incurred.

67.4 Accrued State and County Property Tax

Debit with: (1) The payments made on account of state property
tax (by this account is meant all taxes of a local nature, in-
cluding school and county taxes), Crediting AccounTt 11.1,
CasH N BaNks—GENERAL, or where a voucher is drawn for
the amount by Crediting Account 62.1, AccouNTs PAYABLE-
OuTsipE VENDORS.

(2) The amount by which the actual tax as assessed is
lower than the accrued amount, Crediting Account 25, Fac-
TorY LEDGER ConTrOL; AccoUNnT 85.30, Taxes on BuiLp-
iNGs, or other appropriate commercial expense account, or
where the books have been closed for the year during which
the state property tax was accrued, Account 99.9, ProFIT
AND Loss—Prror PErRioD CHARGES,

Credit with: (1) The amount of state or county property tax,
which includes school and county taxes accrued during the
current year, Debiting Account 25, Facrory Lepcer Con-
TROL; Account 85.30, Taxes oNn BuiLpiNGs, or other appro-
priate commercial expense account.

(2) The amount by which the actual tax as assessed is

" higher than the accrued amount, Debiting Account 25, Fac-
TorYy Lepcer ContTrOL; AccouNT 85.30, Taxes on BuiLo-
INGS, or other appropriate commercial expense account, or
where the books have been closed for the year during which
the state property tax was accrued, Account 99.9, ProFIT
AND Loss—Prior PEr1IOD CHARGES.

Balance of this account represents the amount of accrued state and
county property taxes, whether due for payment or not.

This method will permit of all charges being apportioned to
the proper months and to the respective tax accounts, in the
period in which incurred.

If state and county property taxes are prepaid instead of
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accrued, use AcCCOUNT 44, PREPAID State AND CoOUNTY
" ProPERTY TAXES.

67.5 Accrued Federal Income Tax

Debit with: (1) The amount of payments made on account of
federal income tax, Crediting Account 111, Casm IN
Banks~GENERAL, or where a voucher is drawn for the
amount by Crediting Account 62.1, Accounts PAvaBLE-
QuTsIDE VENDORS.

(2) The amount by which the actual tax as assessed is
lower than the accrued amount, Crediting Accouwt 99.9,
ProriTr AND Loss—Prior PeriopD CHARGES, due to the fact
that payments are made after the books are closed for the
year, during which the tax on income was accrued.

Credit with: (1) The estimated amount of federal income tax
accrued during the current year, Debiting Account 94, Pro-
visioN FOR INcoME Tax (FEDERAL).

(2) The amount by which the actual tax as assessed is
higher than the accrued amount, Debiting Account 99.9,
Prorit aND Loss-Prior Periop CHARGES, due to the fact
that payments are made after the books are closed for the
year, during which the tax on income was accrued.

Balance of this account represents the estimated amount of accrued
federal income tax, whether due for payment or not.

This method will permit of all charges being apportioned to
the proper months and to the respective tax accounts, in the
period in which incurred.

68.1 Accrued Interest on Bonds

Debit with: (1) The total amount of matured interest coupons
of first mortgage ten-year gold bonds upon payment, Credit-
ing Account 11.1, Case 1n BANKS—GENERAL.

Credit with: (1) The monthly accrual of interest on first mortgage
ten-year gold bonds, Debiting AccouNt 93.5, INTEREST ON
Bonpep DEBT.

Balance of this account represents the amount of accrued interest
payable on first mortgage ten-year gold honds not yet matured.
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68.2 Accrued Interest Payable {Other Than Bonds)

Debit with: (1) The payment of interest as shown on the voucher
register, Crediting AccounT 62.1, AccounTs PavasLe-OuT-
SIDE VENDORS,

(2) The payment of interest by direct check as shown by
cash disbursements journal, Crediting Account 11.1, Casm
IN BANKS—GENERAL.

Credit with: (1} The amount of accruals of interest at the end
of each accounting period as shown on the interest section of
the notes payable register and similar interest accrual records,
Debiting AccouNt 93.4, INTEREST DEBITS.

Balance of this account represents the amount of accrued interest
payable, not yet due, or due and unpaid.

This interest should be accrued monthly on the notes pay-
able register and journal entry voucher prepared at the end
of each accounting period for total amount.

Amortization of prepaid interest or discount must not be
confused with the above. [See AccounTt 45, PREPAID INTER-
EST oN BaNk Loans (or Discount) for this detail.]

69.1 Accrued Royalties Payable

Debit with: (1) The payment of royalties as shown on the
voucher register, Crediting Account 62.1, Accounts Pay-
ABLE-OUTSIDE VENDORS.

Credit at the end of each accounting period with: (1) The accrued
royalties on the use of equipment, production of patented
articles or consumption of supplies, Debiting Account 25,
Facrory Lepger CoNTROL, or other appropriate account if
not a factory cost.

Balance of this account represents the amount of royalties, accrued
and unpaid, at the end of the accounting period.

/
69.2 Accrued Demurrage

Debit with: (1) The payment of demurrage charges as shown on
the voucher register, Crediting Account 62.1, AccouNTts
PavsLe-Oursipe VENDORS.
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Credit with: (1) The acerual of demurrage charges at the end of
cach accounting period, Debiting Account 25, Facrory
Lepcer CoNTROL, or other appropriate account if not a fac-
tory cost.

Balance of this account represents the amount of demurrage, ac-
crued and unpaid, at the end of the accounting period.

This accrual should be based on information received from
the traffic department.

69.3 Accrued Rent

Debit with: (1) The payment of accrued rent when voucher is
made up for payment, Crediting Account 62.1, AccounTts
PaypLe—-OUTSIDE VENDORS.

Credit with: (1) The amount of rent accrued and unpaid at the
end of any accounting period as shown by the rent accrual
record, Debiting Account 85.27, RenT (SELLING EXPENSE),
or other appropriate account.

Balance of this account represents the amount of rent, accrued and
unpaid, at the end of each accounting period.

69.4 Accrued Liability Insurance

Debit with: (1} The amount of the payment of accrued compen-
sation and liahility insurance, Crediting AccouNnt 62.1, Ac-
coUNTS PayaprLe~OuTsiDE VENDORS, ‘

Credit with: (1) The amount of compensation and liability insur-
ance accruing during period at full rates, Debsting AccOUNT
25, Factory LebceEr ConTROL, or other appropriate account
if not a factory charge.

Balance of this account represents the amount due to Hability insur-
ance companies at the end of any period.

1f liability insurance is covered by a mutual company, the
estimated return premium or dividend is Debited to AccouNT
18.52, MutualL InsuraNce Premriums RETURNABLE, and
Credited to Account 25, Facrory LeEpGeErR CoNTROL, Or other
appropriate account if not a factory charge.
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69.9 Accrued Liabilities~Miscellaneous

Debit with: (1) The payment of miscellaneous accrued liabilities
when voucher is prepared, Crediting Account 62.1, Ac-
¢oUNTS PAYABLE-OUTSIDE VENDORS,

Credit with: (1) The amount of all miscellaneous accrued liabili-
ties which are not provided for in another account, Debiting
the appropriate expense account.

Balance of this account represents the amount of miscellaneous
liabilities, accrued and unpaid, at the end of any accounting
period.

y. Fixed Liabilities, Capital Stock, Surplus
71.11 First Mortgage Ten-Year Gold Bonds

Debit with: (1) The amount of the cancellations and retirements
of first mortgage ten-year gold bonds, Crediting AcCCOUNT
11.1, Casna 1N BANKS~GENERAL, or other appropriate account.

(2) The par value of bonds retired through the sinking
fund, Crediting Account 39.1, Sinkine Funp First MorT-
GaGE TEN-YEAR Gorp Bowbs,

Credit with: (1) The total par value of first mortgage ten-year
gold bonds, as per bond record, Debiting Account 71.12,
Susscriptions To FirsT Morrcace TEN-YEAR GoLp Boxbs.

Balance of this account represents the total par value of first mort-
gage ten-year gold bonds outstanding, or in the possession of
the trustee,

71.12 Subscriptions ‘to First Mortgage Ten-Year Gold
Bonds

Debit with: (1) The total par value of first mortgage ten-year
gold bonds as per bond record, Crediting Account 71.11,
First MortGaGE TEN-YEAR GoLp Bonbs,

Credit with: (1) The total agreed issuance value of first mortgage
ten-year gold bonds subsecribed, Debiting Account 7101,
Suescrieers 70 First MorrcacE TEN-YEAR Gorp Bowbs.



BALANCE SHEET ACCOUNTS 125

(2) The difference between the issuance value and par
value, or discount allowed on the sale of bonds, Debiting Ac-
coUuNT 49.1, Prerap Bonp Discount anp EXPENSE,

Balance of this account represents the amount of bonds subscribed
for but not issued.

71.13 Reserve for Sinking Fund First Mortgage Ten-Year
Gold Bonds

Debit with: (1) The transfer of any portion of this reserve to un-
appropriated surplus when bonds for which this reserve has
been created have been cancelled, Crediting Account 79.11,
SurrLus UNAPPROPRIATED.

Credit with: (1) The amounts appropriated as a reserve for sink-
ing fund for first mortgage ten-year gold bonds, Debiting Ac-
couNT 931, ProriT AND Loss~GENERAL (if created out of
“Profits”}, or Account 79.11, SurrLUs UNAPPROPRIATED
(if created out of “Surplus”).

Balance of this account represents the amount of appropriated re-
serve for the sinking fund, for first mortgage ten-year gold
bonds.

71.01 Subscribers to First Mortgage Ten-Year Gold Bonds

Debit with: (1) The total agreed issuance value of subscriptions to
first mortgage ten-year gold bonds, Crediting Account 71.12,
Susscrierions T0o First Mortcace TEN-YEAR GoLp Bonbs,

(2) The total amount of unearned accrued interest on first
mortgage ten-year gold bonds subscribed, Crediting Ac-
counT 93.5, InTEREST ON BoONDED DepT,

Credit with: (1) The total amounts received in payment of sub-
scriptions as shown in the cash receipts journal, Debiting
Account 11.1, CasH 1% BANKS—GENERAL.

Balance of this account represents the amount due from subscrib-
ers to first mortgage ten-year gold bonds.

By unearned eccrued interest is meant the interest from the
date of issue to date of purchase of the bonds, which custom-
arily is charged to the purchaser.
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72.1 Capital Stock-Preferred

Debit with: (1) The total par value of preferred capital stock
cancelled or returned, Crediting Account 11.1, Casp v
Banks—GENERAL, or other appropriate account, depending on
the consideration given for the retirement or the cancellation.

Credit with: (1) The total par value of preferred capital stock
issued as indicated by subscription lists, Debiting ACCOUNT
724, Susscrier1oNs To PreFeERRED CAPITAL STOCK.

(2) The total par value of preferred capital stock issued
direct, Debiting the account for which the stock was issued, at
par, or other agreed upon issuance price, and a “stock dis-
count” account for amount of the discount (if any).

(3) The total par value of preferred capital stock reserved
or allotted under a specific plan to be issued to employees
Debiting Account 38.1, Caprrrar Stock (UNALLOTTED)-
PREFERRED.

Balance of this account represents the present total par value of
preferred capital stock issued.

72.2 Capital Stock-Common*

Debit with: (1) The total par value of common capital stock
cancelled or retired, Crediting Accouwt 11.1, Casy 1w
Banks—GENERAL, or other appropriate account, depending on
the consideration given for the retirement or the cancellation.

Credit with: (1) The total par value of common capital stock
issued as indicated by subscription lists, Debiting AccouwT
72.5, SusscripTions To Common CAprrat Stock.

(2) The total par value of common capital stock issued
direct, Debiting the account for which the stock was issued, at
par, or other agreed upon issuance price, and a “stock dis-
count” account for amoutit of the discount (if any).

(3) The total par value of common capital stock reserved
or allotted under a specific plan to be issued to employees,
Debiting Account 382, CaprraL Stock (UNALLOTTED)--
Lommon.

Balance of this account represents the present total par value of
common capital stock issued.

T %11 nopar stock, debit with the nominal or declared value.
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72.4 Subscriptions to Preferred Capital Stock

Debit with: (1) The total par value of preferred capital stock
issued as per certificate book, Crediting Account 72.1, Carr-
TAL STOCK~PREFERRED.

(2) The cancellation of any subscriptions, Crediting Ac-

COUNT 72.03, SuBscrRIEERS TO PREFERRED CAPITAL STOCK.

Credit with: (1) The total par value of preferred capital stock
subscribed for as indicated by subscription lists, Debsting Ac-
counT 72.03, SuescriBERS TO PREFERRED CAPITAL STOCK.

Balance of this account represents the par value of preferred capi-
tal stock subscribed for, but not issued.

72,5 Subscriptions to Common Stock *

Debit with: (1) The total par value of common capital stock
issued as per record of common capital stock certificate book,
Crediting Account 72.2, CAPITAL SToCK-COMMON.

(2) The cancellation of any subscriptions, Crediting Ac-
counT 72.04, SupscriBers T0 ComMoN CAPITAL STOCK.
Credit with: (1) The total par value of common capital stock sub-
scribed for as indicated by subscription lists, Debiting Ac-

couNT 72.04, SusscriseErs T0 CoMmMoN CAPITAL STOCK.

Balance of this account represents the par value of common capital
stock subscribed for, but not issued.

7201 Treasury Stock-Preferred

Debit with: (1) The estimated or realizable value of preferred
capital stock donated, Crediting Account 79.51, CapitaL
Stock DoNATED.

(2) The excess of sales price over the price at which this
account was originally debited, when stock is sold, Crediting
Account 79.51, CapPiTAL STock DONATED.

Credst with: (1) The amount received in sale or exchange of this
stock upon realization, Debiting Account 11.1, Casm N
Banks-GENERAL, or other appropriate account,

* If no-par stock, debit with the notninal or declared value,
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(2) The deficiency of sale price to the price with which this
account was originally debited, when stock is sold, Debiting
Account 79.51, CaritaL Stocx DoNATED.

Balance of this account represents the estimated or realizable value
of capital stock donated and held in treasury.

72.02 Treasury Stock-Common

Debit with: (1) The estimated or realizable value of common
capital stock donated, Crediting AccouNt 79.51, CaPITAL
Stock DoNATED.

(2) The excess of sales price over the price at which this
account was originally debited, when stock is sold, Crediting
Account 79.51, Caprrar. Stock DoNATED.

Credit with: (1) The amount received in sale or exchange of this
stock upon realization, Debiting Account 111, Casm 1IN
Banks—GENERAL, or other appropriate account.

(2) The deficiency of sale price to the price with which this
account was originally debited, when stock is sold, Debiting
Account 79.51, Carrrar. Stock DONATED.

Balance of this account represents the estimated or realizable value
of capital stock donated and held in treasury,

72.03 Subscribers to Preferred Capital Stock

Debit with: (1) The total par value of preferred capital stock sub-
scribed for as per subscription lists, Crediting AccounT 72.4,
SuBscrIPTIONS To PREFERRED CAPITAL STOCK.

(2) The amount of money paid in on forfeited subscrip-

~ tions, Crediting AccounTt 79.11, Surprus UNAPPROPRIATED.

Credit with: (1)} Amount of money received frotn subscribers as
per record on cash receipts journal, Debiting AccounTt 11.1,
CasH 1N BANKS—(GENERAL.

(2} The amount of notes taken on subscription account,
Crediting Accouxt 13.3, MISCELLANEOUS Notes Receiv-
ABLE.

(3) The amount of each mstallment if calls are so made,
Debiting Account 18.6, INsTALLMENTS DUE oN STOCKS AND
Bonps, according to number of the call made.
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{4) The amount of cancellation of any subscription, Deb#t-
ing ACCOUNT 72,4, SUBSCRIPTIONS T0 PREFERRED CAPITAL
StocE.

Balance of this account represents the amount of preferred capital
stock subscribed for, remaining unpaid at the end of each
month.

72.04 Subscribers to Common Stock *

Debit with: (1) The total par value of common capital stock sub-
scribed for as per subscription lists, Credsting AccounTt 72.5,
SusscrirTioNs To Common CAPITAL STOCK.

(2) The amount of money paid in on forfeited subscrip-
tions, Crediting Account 79.11, SurpLus UNAPPROPRIATED,

Credit with: (1) The amount of money received from subscribers
as per record on cash receipts journal, Debiting AccouNT
11.1, Casm N BANRS—GENERAL.

{2) The amount of notes taken on subscriptions account,
Crediting Account 13.3, MiscELLaNeous Nores Receiv-
ABLE.

" (3) The amount of each installment if calls are so made,
Debiting Account 18.6, INSTALLMENTS DUE ON STOCKS AND
Bowps, according to number of the call made.

(4) The cancellation of any subscription, Debiting Ac-
couNT 72.5, SusscripTioNs To ComMoN CAPITAL Stock.

Balance of this account represents the amount of common capital
stock subscribed for, remaining unpaid at end of period.

74. General Reserves

Debit with: (1) The transfer of any portion of, or the balance
of this account to Profit and Loss or “Unappropriated surplus”
when purpose for which reserve has been set up no longer
exists, or has been satisfied, Crediting Account 99.1, ProFIT
AND Loss—-GENERAL or Account 79.11, Surrrus Unarpro-
PRIATED,

Credit with: (1) The amount appropriated as reserves for (con-
tingencies), Debsting Account 99.1, ProrFiT AND Loss—GEN-

* If no-par stock, debit with the nominal or declared amount.
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ERAL, (if reserve is created out of “Profits”), or Accounr
79.11, SurpLus UNAPPROPRIATED, (if created out of “Sur-
plus”).

Balance of this account represents the amount of all reserves for
contingencies.

79.11 Surplus Unappropriated

Debit with: (1) The amount of appropriation of any of this sur-
plus for various purposes, Crediting proper appropriated sur-
plus account, _

(2) The amount of dividends declared by board of direc-
tors, Crediting Account 79.01, DivipExps Pam,

(3) The amount of the current provision for accrued fed-
eral income tax, Crediting AccounT 94, ProvisioN FoR IN-
. coME Tax (Feperav) at end of the fiscal year.

(4) The amount of any reserve for contingencies set up,
Crediting AccOUNT 74, GENERAL RESERVES,

(5) The amount set aside as reserve for sinking fund ten-
year first mortgage gold bonds, Crediting Account 71.13,
ReservE For SINEING Funp First MorTGaGE TEN-YEAR
Gorp Bonbs.

(6) The amount of stock discount amortized during period,
Crediting the proper stock discount account (if any).

(7) The amount of net loss sustained from operations dur-
ing the period, Crediting Account 99.1, Prorir AnD Loss-
(GENERAL, \

(8) The balance appearing in Account 99.9, ProFIT AND
Loss-Prior PERIOD CHARGES,

Credit with: (1) The amount of any appropriated surplus no
longer required for specific purpose, Debiting proper appro-
priated surplus account.

(2) The amount of any reserve for contingencies no longer
required for specific purpose, Debiting Account 74, GENERAL
RESERVES,

(3) The amount of “Forfeited” subscriptions to capital
stock and bonds, Debiting AccouoNt 72.03, SUBSCRIBERS TO
PreFERRED STOCK; AccounT 72.04, Susscrieers 1o Com-
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MON STock, or AccounTt 186, INSTALLMENTS DUE oN Sus-
SCRIPTIONS TO STOCKS AND BoNDs.

(4) The reduction of the amount of sinking fund set up
for bond rvetirement, when negotiated, Debiting ACCOUNT
71.13, ReseErveE FOR SINKING Funp Fiest MortGAGE TEN-
YEear GoLp Bownbs.

(5) The amount of net gain derived from operations for
the period, Debiting AccouNT 99.1, PrOoFIT AND LoOsSs-GEN-
ERAL.

{6) The balance appearing in AcCoOUNT 99.9, ProFiT AND
Loss—Prior PERIOD CHARGES.

Balance of this account represents the amount of unappropriated or
free surplus available for the payment of dividends or for
appropriation by board of directors. If a debit balance, it
represents the amount of the deficit.

79.01 Dividends Paid

Debit with: (1) The amount of dividends declared by the board
of directors, as shown by the minutes of meetings of such
board, Crediting Account 64.1, DIVIDENDS PAYABLE-PRE-
FERRED STOCK, or AccouNT 64.2, DivipENDs PavarLe-Com-
MON STOCK.

Credit with: (1) The amount debited to this account, at the end
of each fiscal period, Debiting Account 79.11, SurrLus Un-
APFROPRIATED,

Balance : At the end of the fiscal period there should be no balance
in this account. During the year the balance should be de-
ducted from “unappropriated surplus” account in casting a
balance sheet.

79.51 Capital Stock Donated

Debit with: (1) The deficiency of sale price to the price with
which this account was originally credited, when stock is sold,
Crediting Account 72.02, TrEASURY SToCK-COMMON, or
other treasury capital stock account, depending on issue.

(2) The disposition of the balances of this account (if dis-
turbed), Crediting the proper appropriated surplus account.
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Credit with: (1) The estimated or realizable value of capital stock

donated, Debiting Account 72,02, Treasury Stock—Com-
MON, or other treasury capital stock account, depending on
issue.
(2) The excess of sale price over the price at which this ac-
count was originally credited, when stock is sold, Debiting
Account 72.02, TrREAsURY Stock-ComMoN, or other treas-
ury capital stock account, depending on issue,

Balance of this account represents the amount of surplus avail-
able for special purposes, but not for payment of dividends.

79.52 Surplus Through Revaluation

Debét with: (1) The amount by which good-will, trade marks or
trade name accounts are reduced in value, Crediting ACCOUNT
52, TraDE MARKS; AccounT 53, TrabE NaMEs for the re-
spective amounts, or AccouNt 54, Goop-WILL.
Credit with: (1) The amount by which the trade marks account is
enhanced in value, Debiting Account 52, Trape MarKs.
(2) The amount by which the trade names account is en-
hanced in value, Debiting AccounTt 53, TraADE NAMES.
(3) The amount by which the good-will account is en-
hanced in value, Debiting Account 54, Goon-WiLL.
Balance of this account represents the amount ¢f surplus obtained
through revaluation and should not be considered available
for payment of dividends.

Surplus created through appraisal of plant should also be
credited to this account.
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OPERATING ACCOUNTS

8. Income and Expense on Sales

81.1 Sales (Own Products)

Debit with: (1) The transfer of the balance of this account to
profit and loss at the end of the fiscal period, Crediting Ac-
cOUNT 99.1, ProFIT AND L0sSs—GENERAL.

Credit with: (1) The total amount of sales of product manufac-
tured by company, sold to all customers, as indicated by the
sales registers or statistics, Debiting Account 14.1, Ac-
counTs ReEcEIvaBLE-CUsTOMERS; Account 15.1, ACCOUNTS
RECEIVABLE-MANUFACTURERS; AccounT 16.1, Accounts
RecevasLe-Customers-ExporT, or Account 17.1, Ac-
CoUNTS RECEIVABLE—-CONTROLLED AND SUBSIDIARY (oM-
PANIES, :

(2) The amount of difference between actual cost price and
marked-down price of finished goods, Debiting Account
21.01, RESERVE FOR SHRINKAGE 1IN VALUE-FINIsHED GoODs
oN Hanp at Facrories (OwnN MAKE), or other reserve for
shrinkage in value, finished goods account, depending upon
location of the finished goods in question.

Balance of this account represents the amount of gross sales to all
customers and should be closed out to AccounTt 99.1, ProFIT
AND Loss—GENERAL, at the end of each fiscal period.

This account controls the gross amount of sales of regular
products to all customers and should be subdivided or analyzed
for statistical purposes and for the ascertainment of profit by
lines of product, type of product, etc., in accordance with the
plan of distribution recommended elsewhere.

Sales of scrap, salvage, supplies, service or equipment
should be credited to miscellaneous sales accounts under mis-
cellaneous income, The gain or loss on sales of this nature

135
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should be treated as foreign to the ordinary operations of the
business and should be analyzed as to volume and cost of
sales, by commodities sold or services rendered.

81.2 Sales (Outside Products)

-Debit with: (1) The transfer of the balance of this account fo
profit and loss at the end of the fiscal period, Crediting Ac-
couNT 99.1, ProFir AND Loss—GENERAL.

Credit with: (1) The total amount of sales of product of outside
manufacture, sold to zll customers as indicated by the sales
registers or statistics, Debiténg Account 14.1, AccounTts REe-
CEIVABLE—CusToMERS ; Account 15.1, Accounts REcEIvV-
ABLE-MANUFACTURERS; AccouNTt 16.1, Accounts Receiv-
ABLE-CusToMERS-ExPoRT; or Account 17.1, AcCCOUNTS
RECEIVABLE-CONTROLLED AND SUBSIDIARY (COMPANIES.

(2) The amount of difference between actual cost price and
marked-down price of finished goods, Debiting AcCCOUNT
21.03, RESERVE FOR SHRINKAGE IN VALUE~FINISHED (GOODS
oN Hawnp (OutsipE MANUFACTURE).

Balance of this account represents the amount of gross sales of
product of outside manufacture to all customers and should be
closed out to Account 99.1, ProFiT aAND Loss—GENERAL, at
the end of each fiscal period.

To include all sales of miscellanecus products to outsiders,
which products are considered for control and operating pur-
poses as finished product or merchandise purchased for resale
in the ordinary course of business.

82.1 Returned Goods

Debit with: (1) The sales value of all returned merchandise re-
ceived in good condition during the period as indicated by sales
registers or statistics, which is credited to customers’ accounts,
Crediting Account 14.1, Accounts RecEIvaABLE-CUSTOM-
ERS; Account 15.1, Accounts RECEIVABLE-MANUFACTUR-
ERs; AccouNnT 16.1, Accounts RECEIVABLE-CUSTOMERS-Ex-
PORT; or AccounT 17.1, Accounts RECEIVABLE-CONTROLLED
AND Sussmpiary COMPANIES.
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Credit with: {1) The total amount appearing in the balance of this
account at the end of the fiscal period, which amount repre-
sents the gross sales value of returned merchandise, Debiting
Account 99.1, ProriT AND L0ss—GENERAL.

Balance of this account represents the gross sales value of returned
merchandise for the periad, to date, and should be closed out
to Account 99.1, Prorit aAND Loss—GENERAL, at the end of
the fiscal period.

This account controls the gross sales value of merchandise
returned from all customers and should be subdivided or
analyzed for statistical purposes and for the ascertainment of
profit by lines of product, type of product, etc., in accordance
with the plan of distribution recommended elsewhere,

82.2 Allowances

Debit with: (1) The amount set up at the end of each month,
which it is assumed, in ordinary procedure, will be allowed
customers when making payment for their accounts, in order
that the amount of accounts receivable may be appraised on 2
given date, Crediting Account 14.06, RESErvE FOR ALLOW-
ANCES—ACCOUNTS RECEIVABLE-CUSTOMERS, or other accounts
receivable control account.

Credit with: {1) The total amount appearing in the balance of this
account at the end of the fiscal period, which represents the
gross amount of allowances made to customers during the
period, Debiting Account 99.1, ProFrT AND L0ss—GENERAL.

Balpnce of this account represents the gross amount of allowances
made to all customers during the period and should be closed
out to Account 99.1, Profit and Loss—General, at the end of
the fiscal period.

This account controls the gross amount of allowances made
to all customers during the period and should be subdivided or
analyzed for statistical purposes, and for the ascertainment of
profit by lines of product, types of product, etc., in accordance
with the plan of distribution recommended elsewhere.
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82.31 Adjustments

Debit with: (1) That amount representing the difference between

the regular billing price of the merchandise and the adjusted
price of that merchandise, on all so-called adjustment sales,
Crediting the proper division of Account 81, SaLes (Own
ProbucTs).
{2) The amount representing straight allowances or credits
to accounts where special adjustment privilege has been ex-
tended to customers, Crediting Account 14.1, ACCOUNTS
RecrivaBLE~CusTOMERS ; ACCOUNT 15.1, Accounts RECEIV-
ABLE-M ANUFACTURERS; AcCOUNT 16.1, Accounts RECEIv-
ABLE-CUsTOMERS-EXPORT or AccouNnt 17.1, AccounTts
RECEIVABLE-CONTROLLED AND SUBSIDIARY (COMPANIES.

Credit with: (1) The total amount appearing in the balance of this
account at the end of the fiscal period, which amount repre-
sents the difference between actual and regular billing price of
adjustment sales, Debiting Account 99.1, ProFIT AND Loss—
GENERAL.

Balance of this account represents the gross amount of adjust-
ment loss, during the period, due to selling merchandise at
less than established dealer prices, due to merchandise war-
ranty allowances, It represents the loss of profit due to selling
merchandise at less than regular selling prices. The balance
in this account, at the end of the fiscal period, should be closed
out to Account 99.1, ProriT AND Loss—GENERAL.

This account controls the gross loss of profit due to mer-
chandise warranty allowance adjustments made to all custom-
ers during the period and should be subdivided or analyzed
for statistical purposes and for the ascertainment of profit by
lines of product, type of product, etc., in accordance with the
plan of distribution recommended elsewhere,

Do not confuse this with Account 82.32, ADJUSTMENT
ConrINGENCY, which is the permanent evaluation account.

82.32 Adjustment Contingency

Debit with: (1) For the purpose of initial valuation only, that per-
centage of period sales, which past experience shows repre-
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sents the amount which will be lost, due to adjustment of
charges upon articles sold under guarantee, Crediting Ac-
couNT 14.05, RESERVE FOR ADJUSTMENTS—ACCOUNTS RE-
CEIVABLE-CUSTOMERS; AccouNT 16.05, Reserve ror AD-
JUSTMENTS~ACCOUNTS RECEIVABLE-CUSTOMERS—EXPORT.

(2) The amount by which it is estimated adjustment re-
serve is increased due to contingent liahility becoming greater,
Crediting AccounTt 14.05, RESERVE FOR ADJUSTMENTS-AC-
couNTs RecervaBLe-CustoMERs, or Account 16.05, Re-
SERVE FOR ADJUSTMENTS—ACCOUNTS REceEvasLe-CustoMm-
ERS—ExXPORT.

Credit with: (1) The amount hy which it is estimated this adjust-
ment reserve is relieved due to contingent liability diminishing,
Debiting Account 1405, RESERVE FOR ADJUSTMENTS—
AccounTs RecEIVARLE-CUSTOMERS, or AccoUNT 16.05, RE-
SERVE FOR ADJUSTMENTS-ACCOUNTS RECEIVABLE-CUSTOM-
ERS—EXPORT.

(2) The total amount appearing in the balance of this ac-
count at the end of the fiscal period, Debiting AccounTt 99.1,
Prorir anp Loss—-GENERAL.

Balance of this account represents the amount, which experience
indicates, will be lost due to adjustment of charges upon
articles sold under guarantee, for accounts receivable outstand-
ing and should be closed out to account 99.1, ProFIT AND
Loss~GENERAL, at the end of the accounting period.

This account represents the estimated amount which even-
tually will be allowed to customers for adjustments on mer-
chandise, sold, but still under guarantee. It is in the nature
of a permanent reserve set up to evaluate the asset accounts
receivable at end of any period, the account should be sub-
divided or analyzed for statistical purposes and for the ascer-
tainment of profit by lines of product, type of product, etc,,
in accordance with the plan of distribution recommended
elsewhere.

Do not confuse with Account 82.31, ApyusTMENTS, which
is the current account.
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82.4 Excise Tax on Sales

Debit with: (1) The amount analyzed from the sales registers or
statistics, as being due the U. S. Government for excise tax
on articles, taxable under the Excise Tax Law, Crediting
Account 62.3, Excise Tax PAYABLE ON SALES.

Credit with: (1) The transfer of the balance of this account to
profit and loss at the end of the fiscal period, Debiting Ac-
COUNT 99.1, PrOFIT AND Loss—GENERAL.

Balance of this account represents the expense connected with pay-
ment of excise tax on sales of product and should be closed
out to Account 99.1, ProFiT AND Loss~GENERAL, at the end
of the fiscal period.

This account controls the expense in connection with excise -
taxes paid the U. S. Government on taxable sales and should
be subdivided or analyzed for statistical purposes, by class of
product, in accordance with the plan of distribution recom-
mended elsewhere.

82.5 Volume Rebates

Debit with: (1) That percentage of maximum lability for volume
rebates, to be allowed, which experience shows will be earned
by customers’ accounts, on the sales value of all merchandise
sold during period subject to such volume rebate, Crediting
Account 14.02, RESERVE FOR VOLUME REBATES-ACCOUNTS
RECEIVABLE-CUSTOMERS. :

Credit with: (1) The transfer of the balance of this account to
profit and loss—general account at the end of the fiscal period,
Debiting Account 99.1, ProFiT AND Loss—GENERAL.

Balance of this account represents the amount of expense con-
nected with volume rebate allowances made to customers dur-
ing period and at the end of fiscal period should be closed
into AccounTt 99.1, PrOFIT AND LoSs—GENERAL.

This account controls the gross amount of volume rebates
made to all customers during the period and should be sub-
divided or analyzed for statistical purposes and for the ascer-
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tainment of profit by lines of product, types of product, etc,,
in accordance with the plan of distribution recommended else-
where.

82.611 Transportation on Merchandise Shipped Direct to
Customer-Freight

Debit with: (1) The expenditure made for cost of freight on
shipments sent from factory direct to customer, Crediting Ac-
coUNT 62.1, AccouNTs PAvABLE-QUTSIDE VENDORS.

Credit with: (1) The transfer of the balance of this account to
profit and loss~general account, at the end of the fiscal period,
Debiting Account 99.1, ProFIT AND Loss—GENERAL.

Balance of this account represents the amount of expenditures for
freight on merchandise shipped directly from factory to cus-
tomer and at the end of the fiscal period should be closed out
to Account 99.1, ProFIT AND Loss~-GENERAL,

This account controls the gross cost of freight paid on ship-
ments made to all customers directly from factory during the
period and should be subdivided or analyzed for statistical
purposes and for the ascertainment of profit by lines of prod-
uct, types of product and by method of sale, in accordance
with the plan of distribution recommended elsewhere.

82.612 Transportation on Merchandise Shipped Direct to
Customer-Truck

Debit with: (1) The expenditure made for cost of trucking ship-
ments sent from factory direct to customer, Crediting Ac-
counT 62.1, Accounts Pavarre-Outsipe VENDORS where
hired trucks perform the work, or Account 25, Facrory
Lepger ConTroL when factory trucks so function.

Credit with: (1) The transfer of the balance of this account to
profit and loss~general account, at the end of the fiscal period,
Debiting Account 99.1, ProFIT AND Loss-GENERAL.

Balance of this account represents the amount of expenditures for
trucking merchandise shipped directly from factory to cus-
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tomer and at the end of the fiscal period should be closed out
to AccouNT 99.1, ProFIT AND Loss—-GENERAL,

This account controls the gross cost of trucking paid on ship-
ments made to all customers directly from factory during the
period and should be subdivided or analyzed for statistical
purposes and for the ascertainment of profit by lines of prod-
uct, types of product and by method of sale, in accordance with
the plan of distribution recommended elsewhere.

82.613 Transportation on Merchandise Shipped Direct to

‘Customer-Express

Debst with: (1) The expenditure made for cost of express on

shipments sent from factory direct to customer, Crediting Ac-
couNT 62.1, Accounts PavasLe=OuTsIiDE VENDORS.

Credit with: (1) The transier of the balance of this account to

profit and loss—general account, at the end of the fiscal period,
Debiting Account 99.1, ProFiT AND Loss—GENERAL,

Balance of this account represents the amount of expenditures for

express on merchandise shipped directly from factory to cus-
tomer and at the end of the fiscal period should be closed out to_
AccounTt 99.1, ProFIT AND LOSs—(GENERAL.

This account controls the gross cost of express paid on ship-
ments made to all customers directly from factory during the
period and should be subdivided or analyzed for statistical
purposes and for the ascertainment of profit by lines of prod-
uct, types of product and by method of sale, in accordance with
the plan of distribution recommended elsewhere,

82.614 Transportation on Merchandise Shipped Direct to

Customer-Parcel Post

Debit with: (1) The expenditure made for cost of parcel post on

shipments sent from factory direct to customer, Crediting
Account 62.1, Accounts PAvyaBLE-OUTSIDE VENDORS, or
Account 11.9, Postage INVENTORY, when parcel post stamps
are cleared through that account,
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Credit with; (1) The transfer of the balance of this account to
profit and loss—general account, at the end of the fiscal period,
Debiting Account 99.1, ProFIT AND L0sSs—GENERAL.

Balance of this account represents the amount of expenditures for
parcel post on merchandise shipped directly from factory to
custorner and at the end of the fiscal period should be closed
out to Account 99.1, ProriT AND Loss—GENERAL.

This account controls the gross cost of parcel post paid
on shipments made to all customers directly from factory dur-
ing the period and should be subdivided or analyzed for sta-
tistical purposes and for the ascertainment of profit by lines
of product, types of product and by method of sale, in accord-
ance with the plan of distribution recommended elsewhere.

82.62 Transportation on Consigned Merchandise-Factory to
Branch

Debit with: (1) That amount arrived at by disappearance after
pricing the consigned merchandise inventory at average freight
rate as explained in Account 21.23, and elsewhere in this re-
port. Crediting Account 21.23, FrElGET oN FINISHED
Gooos on Hanp at Brancues (or ConsiGNeD) (OwnN
MAakE).

Credit with: (1) The transfer of the balance of this account to
profit and loss-general at the end of the fiscal period,
Debiting Account 99.1, ProFiT AND LoSS—~GENERAL,

Balance of this accouiit represents the cost of that portion of
transportation on merchandise shipped from factory to branch,
which has been sold in current period. At the end of the
fiscal period the balance should be closed cut to Account
99.1, ProFiT AND L035~-GENERAL. '

This account controls the gross cost of transportation on
that portion of merchandise shipped from factory to branches,
which has been sold and should be subdivided or analyzed for
statistical purposes and for the ascertainment of profit by
lines of product, types of product and by method of sale, in
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accordance with the plan of distribution recommended else-
where.

82.63 Transportation on Consigned Merchandise-Branch to
Branch {

Debit with: (1) That amount representing the cost of transporta-
tion actually paid on relocating merchandise at its new desti-
nation, Crediting Account 85, Serrine Exrpense {(Con-
TROL) (BRANCH EXPENSE CLASSIFICATION).

Credit with: (1) The transfer of the balance of this account to
profit and loss—general at the end of the fiscal period, Debsting
AccounTt 99.1, ProFIT AND LOss—(GENERAL.

Balance of this account represents the cost of transportation on
merchandise shipped {rom branch to branch and at the end
of the fiscal period should be closed out to Accouwnt 99.1,
Prorir AND Loss—GENERAL,

This account controls the gross cost of transportation on
merchandise shipped from branch to branch and should be
subdivided or analyzed for statistical purposes and for the
ascertainment of profit by lines of product, types of product
and by method of sale, in accordance with the plan of distri-
bution recommended elsewhere.

82.641 Transportation on Merchandise Shipped From
Branch to Customer-Freight

Debit with: (1) The cost of freight on shipments made by
branches to customers, Crediting the branch expense control
account, by designation, through Accouxnt 85, SeLLing Ex-
pENSE {CoNTROL), or if cleared directly through branch im-
prest cash to Account 62.1, AccounTs PayaBrLE~-OUTSIDE
VENDORS,

Credit with: (1) The transfer of the balance of this account to
profit and loss—general account, at end of fiscal period, Debit-
ing Account 99.1, Prorir aND ]Loss—GENERAL.

Balance of this account represents the amount of expenditure for
freight on merchandise shipped from branches to customers
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and at the end of the fiscal period should be closed out to
Account 99.1, PrROFIT AND L0Ss—GENERAL.

82.642 Transportation on Merchandise Shipped From
Branch to Customer-Truck

Debit with: (1) The cost of trucking shipments made by branches
to customers, Crediting the branch expense control account, by
designation, through Account 85, SELLING ExpEnsE (Con-
TrROL), or if cleared directly through branch imprest cash to
Account 62.1, AccounTts PavABLE-OUTSIDE VENDORS.

Credit with: (1) The transfer of the balance of this account to
profit and Joss-general account, at end of fiscal period, Debit-
ing Account 99.1, Prorir aAND Loss—GENERAL.

Balance of this account represents the amount of expenditure for
trucking merchandise shipped from branches to customers and
at the end of the fiscal period should be closed out to
Account 99.1, ProF1T AND Loss—(GENERAL,

82,643 Transportation on Merchandise Shipped From
Branch to Customer-Express

Debit with: {1) The cost of express on shipments made by
branches to customers, Crediting the branch expense control
account, by designation, through Account 85, SELLING Ex-
PENSE {CoNTROL}, or if cleared directly through branch im-
prest cash to Account 62.1, Accounts PavapLe—~OuTsIiDE
VENDORS.

Credit with: (1) The transfer of the balance of this account to
profit and loss-general account, at end of fiscal period, Debit-
ing Account 99.1, ProFiT AND Loss—GENERAL.

Balance of this account represents the amount of expenditure for
express on merchandise shipped from branches to customers
and at the end of the fiscal period should be closed out to
Account 99.1, ProriT AND Loss—-GENERAL.

82.644 Transportation on Merchandise Shipped From
Branch to Customer-Parcel Post

Debit with: (1} The cost of parcel post on shipments made by
branches to customers, Crediting the branch expense control
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account, by designation, through Account 85, SeLLinGg Ex-
PENSE (CoNTROL), or if cleared directly through branch im-
prest cash to Account 62.1, Accounts PavasLe—OuTrsipe
VENDORS,

Credit with: (1) The transfer of the balance of this account to
profit and loss—general account, at end of fiscal period, Debit-
sng Account 99.1, Prorir anD Loss—GENERAL.

Balance of this account represents the amount of expenditure for
parcel post on merchandise shipped from branches to custom-
ers and at the end of the fiscal period should be closed out to
Account 99.1, Prorir AND LoSS—GEKERAL.,

82.65 Transportation on Returned Goods

Debit with: (1) The cost of transportation on merchandise re-
turned by customers, Crediting Account 62.1, ACCOUNTS
PavaBLE-OUTSIDE VENDORS, of AccoUNT 85, SELLING Ex-
PENSE (CoNTROL) if amounts are cleared through branches.

Credit with: (1) The transfer of the balance of this account to
profit and loss-general account, at end of fiscal period, Debit-
ing Account 99.1, ProFir AND Loss~GENERAL.

Balance of this account represents the amount of expenditure for
transportation on merchandise returned goods, and at the end
of the fiscal period should be closed out to Account 99.1,
ProFiT AND Loss—GENERAL.

This account controls the gross cost of transportation on
goods returned for credit or exchange and should be sub-
divided or analyzed for statistical purposes and for the ascer-
tainment of profit by lines of product, types of product and
by method of sale in accordance with the plan of distribu-
tion recommended elsewhere,

82,7 Cash Discount on Sales

Debit with: (1) The amount set up at the end of each month,
which it is assumed will be taken advantage of by customers,
when they make payment. The amount of this reserve should
be figured on a percentage basis equivalent to the discount rate
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allowed on each line or type of product or class of customer
on the total sales made during the period, Crediting AccounT
14.01, ReseErve For CasH DiscounTs-Cusromsrs, or the
account affected in the particular classification of accounts
receivable. -

Credst with: (1) The total amount appearing in the balance of this
account at the end of the fiscal period, which amount repre-
sents the cash discounts allowed customers for prompt pay-
ment, Debiting Account 99.1, Prorrr aNp Loss~GENERAL.

Balance of this account, until closed into Account 99.1, ProFIT
AND Loss—(GENERAL, represents the amount of cash discount
on sales allowed to customers,

This account controls the gross amount of cash discounts
made to all customers during the period and should be sub-
divided or analyzed for statistical purposes and for the ascer-
tainment of profit by lines of product, type of product, etc.,
in accordance with the plan of distribution recommended else-
where.

83.1 Cost of Sales (QOwn Products)

Debit with: (1) The cost value of articles of own manufacture
sold during the period to all customers as shown by the sales
registers, statistics or finished goods perpetual inventory
records, Crediting Account 21.11, Fimisgep Goops oN
Hanp aT Facrorizs (OwN Maxe)-Firsts, or Account
21.12, 21.21, or 21.22, representing other finished goods con-
trol accounts.

Credit with: (1) The total amount appearing in the balance of this
account at the end of the fiscal period, which amount repre-
sents the total factory cost of merchandise sold to all custom-
ers during the period, Debiting Account 99.1, PROFIT AND
1085~ GENERAT..

Balance of this account represents the total factory cost of mer-
chandise sold to customers during the period and should be
closed inte AccounTt 99.1, Prorir AND Loss-GENERAL, at the
end of the fiscal period.
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This account controls the cost value of all articles of own
manufacture sold to customers during the period and should
be subdivided or analyzed for statistical purposes and for the
ascertainment of profit by lines of product, type of product,
etc., in accordance with the plan of distribution recommended
elsewhere.

83.2 Cost of Sales (Qutside Products)

Debit with: (1) The cost value of articles, of outside manufac-
ture, sold during the period to all customers as shown by the
sales registers, statistics or perpetual inventory records, Cred-
iting Account 21.31, Finisnep Goobs oN Hanp (OursipE
MANUFACTURE).

Credit with: (1) The total amount appearing in the balance of this
account at the end of the fiscal period, which amount repre-
sents the total cost of merchandise (outside manufacture} sold
to all customers during the period, Debiting Accourt 99.1,
ProFiT AND L0ss—GENERAL.

Balance of this account represents the total cost of merchandise
(outside manufacture) sold to customers during the period
and should be closed into Account 99.1, ProFiT AND Loss—
GENERAL, at the end of the fiscal period.

This account controls the cost value of all articles of outside
manufacture sold to customers during the period and should
be subdivided or analyzed for statistical purposes and for the
ascertainment of profit by lines of product, type of product,
etc., in accordance with the plan of distribution recommended
elsewhere,

CoMMERCIAL EXPENSE

85. Selling Expense (Control)

The following is the explanation of classification of expense
detail into which costs, placed under control of Account 85,
Secving Exeense (Contror), should be broken down for
purposes of analysis and distribution.
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These expenses apply to home office selling depariments,
district managers’ departments, branches and auxiliary selling
departments, and should be charged in accordance with the
recommmended departmental outline.

Each expense, of course, should be prefixed with its proper
department, district or branch number, so that the cost of
operation of each in detail may be compiled,

The organization of the individual company will determine
accounts break-down to be utilized by district, branch or
home office department.

The balance in this control account at the end of the fiscal
period should be closed out to Account 99.1, PrOFIT AND
Loss-GENERAL.

Salaries

85.10, Savaries-ExecuTtives: To cover the amount of salaries
of executive officers, such as general sales manager, assistant
general sales manager, etc, directly engaged in selling
activities,

85.11, SALARIES—-DEPARTMENT MANAGERS AND ASSISTANTS: To
cover amount of salaries of department managers and assis-
tant department managers, etc., directly engaged in selling
activities or in the operation of auxiliary selling departments.

85.12, SaLAriEs~-BrancH MANAGERS AND AssisTants: To cover
amount of salaries of district managers, branch managers
and their assistants, etc., directly engaged in selling activities.

85.13, SALARIES-SALESMEN: To cover amount of salaries of all
salesmen, traveling and city, excepting commissions paid to
them.

85.14, Commissrons—SALESMEN: To cover amount of commis-
sions paid or accrued to traveling salesmen, other than as
regular salaries.

85.15, CommMrIssioNs—AGeENTS: To cover amount of all commis-
sions paid to agents, other than salesmen or others per-
manently employed and under supervision of company.

85.16, CommissioNs—Brokers: To cover amount of commissions
and brokerage paid; such as, commissions paid to wholesale
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houses, jobbers, etc. (Should not include commission paid to
salesmen or volume rebates.)

85.17, TraiNING EXPENSE-SALESMEN: To cover amount of all
expenses of any nature contracted in connection with the
training of salesmen.

85.18, SavariEs-ApJyusTors: To cover amount of salaries of
adjustors; those who travel as well as those who are per-
manently attached to districts, branches or home office.

85.19, SaLaRIES-OFFICE MANAGERS: To cover amount of salaries
of district or branch office managers and their assistants, as
well as office managers in the home office selling divisions
(if any).

85.20, Sararies—~Crepits AND CoLLECTIONS : To cover amount of
salaries of credit and collection managers, their direct assist-
ants, as well as clerks engaged in this work.

85,21, SALARIES-STENOGRAPHERS: To cover amount of salaries
of stenographers, directly connected in selling activities, either
at districts, branches or home office selling departments.

85.22, SALARIES-CLERICAL-GENERAL: To cover amount of sal-
aries of clerical help, such as cashiers, bookkeepers, ledger
clerks, typists, billing clerks, bill checkers, telephone opera-
tors, office boys, etc,

85.23, SALARIES-CHAUFFEURS AND Drivers: To cover amount
of salaries and wages of chauffeurs and drivers working out
of districts, branches, or depots, or directly serving home
office selling departments.

85.24, TraveLiNG ExpEnse-Brancm Execurives: To cover
cost of all traveling expenses in the selling divisions other
than those which are paid to salesmen.

Traveling Expense

85.25, TRAVELING EXPENSE~SALESMEN: To cover cost of all
traveling expenses paid to salesmen ; expense and maintenance
cost of salesmen’s automobiles, depreciation, etc.

85.26, ENTERTAINMENT ExpenNsE: To cover cost of all enter-
tainment, special in nature, and outside of entertainment
which properly is a part of traveling expense.



OPERATING ACCOUNTS 151

Rental Expense

8527, Rent: To cover cost of all rent paid ot incurred during
the period, plus any amounts represented by amortization of
improvements to leaseholds (See Account 48), and pre-
paid rent (See Account 49.3), or accrued rent (See
AccounTt 69.3).

85.28, Losses on Leases: To cover the amortized portion of cost
of all leases not utilized or the difference between leasehold
figure and actual revenue received from lease, if property has
been sublet.

85.29, MAINTENANCE AND REpPaIrs To Buirpings: To cover
costs of maintenance and repairs to buildings.

85.30, Taxes on BuiLpixgs: To cover cost of all local and state
taxes on buildings (where separable}.

85.31, Insurance o Buinpings: To cover cost of insurance on
buildings (where separable).

85.32, DepreciATION oN Buirpings: To cover the amount of
depreciation written off on buildings.

85.33, Heart, Licurt, Power AND WaTER: To cover cost of heat,
light, power and water utilized by district, or branch.

Factory Warehouse and Shipping Expense

85.34, Facrory WAREHOUSE AND SHIPPING EXPENSE: As indi-
cated in classification of accounts, all of the expenses in con-
nection with this activity should be charged to this account.
The detailed make-up of the amount should bear factory ex-
penses classification as the expenses originate under factory
control, and should be transferred at end of each period to
this account.

Depit Expense

85.35, DerdéT Exrense: To cover cost of providing depdts for
distribution of merchandise. All expense in this connection
should be charged to this account. The detail of depdt ex-
pense should take exact break-down as a district, branch or
department since it functions as a separate and distinct plant,
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Branch Woaorehouse and Shipping Expense

85.36, SaLaries-Stock CLerks: To cover salaries and wages
of stock clerks located at districts or branches.

85.37, PackinG AND SmrprriNG Laror: To cover salaries and
wages paid to packers, shippers, receiving clerks, order fillers,
engineer, elevator operator, porters, doorman, delivery boys,
store salesmen and any extra help employed in shipping,
receiving or merchandise stock rooms, who are located at
districts, branches or depots.

85.38, Packine anp SHIPPING SUPPLIES: To cover cost of all
supplies used in connection with packing and shipping, from
districts, branches or depdts, such as, packing boxes, cartons,
wrapping paper, twine, marking ink, brushes, stencils, lum-
ber, nails, etc.; as well as cost of bills of lading, railread,
steamship and express company guides.

85.39, Stocx HawoLing Exprense: To cover cost of all extraor-
dinary expense in connection with the handling of finished
goods at districts, branches or depéts.

85.40, Taxes oN Stock: To cover cost of all local and state taxes
on stocks of finished goods (where amount is separable from
taxes on buildings, etc.)

85.41, InsurancE oN Stock: To cover cost of insurance on
stocks of finished goods (where separable).

8542, OursipE STOoRAGE SracE (Otuer THAN Depots): To
cover cost of all outside storage space, aside from branch
establishment and depots.

85.43, Cartace AND TruckING: To cover cost of all cartage and
trucking incurred in connection with receiving and shipping
merchandise,

85.44, Avro anNp Truck MAINTENANCE: To cover cost of main-
tenance and repairs to company owned autos and trucks,
excepting those utilized by salesmen, the maintenance of
which should be charged to Account 85.25.

85.45, GasoLiNE aND O1L: To cover cost of gasoline and oil for
company cars and trucks, excepting the amount used for
salesmen’s cars, which expense should be charged to Account
85.25.
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85.46, Tires anp Accessories: To cover cost of tires and ac-
cessories for company cars and trucks, outside of salesmen’s
cars, which expense should be charged to Account 85.25.

85.47, DEPRECIATION-AUTOS AND TrRUCKS: To cover the amount
of depreciation written off on company owned autos and
trucks, excepting the amount applicable to salesmen’s cars,
which should be charged to Account 85.25.

85.48, Miscerraneous Auto Exeense: To cover cost of all
miscellaneous auto expenses incurred in connection with
operation of company owned cars and trucks, outside of
salesmen’s cars, which expense should be classed as traveling.
All other auto expenses excepting those chargeable to Ac-
counTs 85.44, 85.45, 85.46, and 85.47 should be charged to
this classification.

Office and Miscellaneous

85.54, SampLEs: To cover the cost of all samples utilized for
selling purposes.

85.55, Losses oN Finisaep Goops; To cover cost of all damages
to finished goods or other non-compensated losses, as well as
obsolescence for which branch is responsible.

85.56, Postace~GENERAL: To cover cost of all postage used
(except parcel post and documentary stamps).

85.57, EmrrovyMent Exrense: To cover cost of all help want
advertising; cost of moving employees from or to another
Iocation, etc.

85.58, EmprrovEes’ CoMpENsaTiON INsumance: To cover cost
of employees’ compensation and public liability insurance.

85.59, PremruMs oN Surety Bowps: To cover cost of all premi-
ums on surety or fidelity bonds applicable to employees in
selling departments.

85.60, StarroNery AND Orrice SurrLies: To cover cost of all
stationery, printing and office supplies consumed by district,
branch or selling department.

85.61, TeLEGRAPH AND TELEPHONE: To cover cost of all tele-
phone and telegraph bills.

85.641, MAINTENANCE AND REPAIRS To FurNITURE, FIxTURES
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AND EquipMENT: To cover cost of maintenance and repairs
to furniture, fixtures and equipment.

85.642, Taxes on FurNiTure, FixTures aNp EgquipMENT: To
cover cost of all local and state taxes on furniture, fixtures
and equipment (where separable).

85.643, InsuRANCE oN FurNITURE AND Fixtures aNp Egquze-
MENT: To cover cost of insurance on furniture, fixtures and
equipment (where separable).

85.644, DrPRECIATION~FURNITURE AND FIXTURES AND Egquip-
MENT: To cover the amount of depreciation written off on
all furniture, fixtures, equipment.

85.65, Duty oN IncomING SmipMENTS: To cover cost of duty
paid on all incoming shipments. This should be used as 2
clearing account only. The total charges, at end of each
period should be transferred to cost of merchandise.

85.66, FrelcHET AND Express (OTHER THAN oN FiNismEp
Goons) : To cover cost of all inbound and outbound freight
and express charges on items other than finished goods.

85.67, Truck Tire ArrLving: To cover cost of all expenses in-
curred in connection with service truck tire applying, includ-
ing salaries and wages of workmen. This should be used as
a clearing account only. The total charges, at end of each
petiod, should be transferred to "Account 83.1, Cost oF
Saces (Own Propucts).

85.68, Taxrcae MiLeage ContraACT ExreNse: To cover cost
of all expenses incurred in connection with taxicab mileage
contracts, including salaries and traveling expenses of per-
sonnel in charge. This should be used as a clearing account
only. The total charges, at end of each period, should be
transferred to Account 83.1, CosT oF Sares (Oww
ProbUCTS).

85.69, CrepiT AND CoLLECTION EXPENSE: To cover cost of all
credit reports, credit reference books, dues in local credit
clubs, etc., contracted for by branch or prorated to them from
home office. The amortized portion of prepaid commercial
agency subscriptions should also be charged to this account,
Crediting Account 49.2, Prerarn CoMMERCIAL AGENCY
-SUBSCRIPTIONS,
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85.70, Boors anxp Periopicars: To cover cost of all reference
and technical books, subscriptions to magazines, trade papers,
etc.

85.71, Dues anp Donations: To cover cost of all dues and
fees to local clubs and chamber of commerce, trade asso-
ciations, etc., as well as cost of all gifts, donations and con-
cessions.

85.72, Sares Skrvice Expense: To cover all costs incurred in
connection with service, special in nature, to customers, such
as: mdssionary work, sales plans, equipment, etc.

85.73, Mi1scRLLANEOUS-UNCLASSIFIED EXPENSE: To cover cost
of all miscellaneous expense items, not provided for else-
where, such as: fire, police and watchmen’s protection, re-
charging fire extinguishers, carfares, etc.

Bad Debts

85.74, Bap Desrs: :

Debit with: (1} An amount sufficient to take care of uncollectible
items in order that the amount of outstanding customers’ ac-
counts may be appraised on a given date, and so apply the
expense due to this cause to the period in which the sales
transaction took place. The amount of the reserve, if estab-
lished from past experience, should he based on a percentage
rate equivalent to the actual loss sustained on the total amount
of sales for a given period, Crediting Account 14.04, Re-
SERVE FOR Bap DeBTs~Accounts REcEIvaBLE-CUSTOMERS;
Account 15.04, REserve For Bap DeBrs—-Accounts RE-
CEIVABLE-MANUFACTURERS; AccounT 16.04, RESERVE FOR
Bap DEepTs-Accounts ReceivasLe-CustoMERS-EXPoRT.

(2) The amount of all losses sustained due to uncoliectible
accounts for which no reserve has previously been created,
Crediting Account 18.3, SuspENDED AccounNTs—-MIScEL-
LANEOUS,

All accounts charged off hooks should clear, firstly, to
the proper accounts receivable—suspense account, and from
there to the debit of the respective reserve account for bad
debts.
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Advertising

85.75, SALARIES—ADVERTISING DMANAGER AND AssisTaNTs: To
include salaries of advertising managers and their assistants,
as well as clerks engaged in this work.

85.76, Apverrising ExpENsE: To cover cost of all advertising.
That portion of prepaid advertising written off in current
month, should also be included (reference AccounTt 49.7,
Preramp ADVERTISING), as well as deductions for advertis-
ing allowed customers when making payment for their ac-
counts.

86. Administrative Expense (Control)

The following is the explanation of classification of expense
detail into which costs, placed under control of Account
86, ADMINISTRATIVE ExpeNses, should be broken down for
the purpose of analysis and distribution.

These expenses apply to home office administrative depart-
ments, only.

Each expense, of course, should be prefixed with its proper
department number so that the cost of operations of each, in
detail, may be compiled.

The balance in this control account at the end of the fiscal
period should be closed out to AccounT 99.1, PrROFIT AND
Loss—(GENERAL.

Salaries

86.10, SavariEs-Executives: To cover amount of salaries of
all executive officers of the company and those directly in
charge of major divisions.

86.11, SALARIES-DEPARTMENT MAwAGERs AnD Assistants: To
cover amount of salaries of department managers and assis-
tant department managers, etc., directly engaged in activities,
other than selling.

86.19, SALArIES-OFFICE MANAGERS: To cover amount of sal-
aries of office managers and their assistants.

B6.21, SALARIES-STENOGRAPHERS: To cover amount of salaries
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of stenographers, directly connected in administrative ac-
tivities.

86.22, SALARIES-CLERICAL-GENERAL: To cover amount of sal-
aries of clerical help such as cashiers, bookkeepers, ledger
clerks, typists, billing clerks, bill checkers, telephone operators,
office boys, etc,

86.23, SALARIES-CHAUFFEURS AND Drrvers: To cover amount
of salaries and wages of chauffeurs and drivers connected
with administrative departments,

Traveling Expense

86.24, TRAVELING EXPENSE-ADMINISTRATIVE: To cover cost of
all traveling expenses of officers and executives engaged in
administrative functions.

86.26, ENTERTAINMENT EXPENSE-ADMINISTRATIVE: To cover
cost of all entertainments, special in nature, and outside of
entertainment which properly is a part of traveling expense.

Rental Expense

86.27, RENT: To cover cost of all rent paid or incurred on
property for home office selling and administrative purposes.
Included in this account should be that portion representing
amortization to leaseholds (see AccounT 48), and as well the
charges (if any) emanating from AccouNt 49.3, PREPAD
RENT, or AccounTt 69.3, Accruep RENT,

86.29, MAINTENANCE AND Repairs To Buitbings: To cover all
cost of maintenance and repairs to home office administrative
buildings.

86.30, Taxes oN Buiwpings: To cover cost of all local and state
taxes on buildings, where separable, (used by home office
only).

86.31, InsuvraNcE oN BuiLpings: To cover cost of insurance on
buildings, where separable, used by home office only.

86.32, DerrECIATION-BUILDINGS: To cover the amount of de-
preciation written off on buildings (used by home office only).

£6.33, Hear, Licut, Power aND WaTer: To cover cost of heat,
light, power and water utilized by home office administrative
departments.
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Auto Expense

86.44, Auto aND Truck MaAINTENANCE: To cover cost of main-

tenance and repairs to company-owned autos and trucks
. utilized by administrative departments.

86.45, GasoLINe aND O1L; To cover cost of gasoline and oil for
company cars used for administrative purposes.

86.46, TirRes AND AccessoriEs: To cover cost of tires and ac-
cessories for company cars used for administrative purposes.

86.47, DErrECIATION-AUTOS AND TrUCKS: To cover the amount
of depreciation written off on company-owned autos and
trucks which are utilized by administrative departments.

86.48, MisceLLaNeEous AvuTto ExpEnsE: To cover cost of all
miscellateous auto expense incurred in connection with opera-
tion of company-owned cars used for administrative pur-
poses. All others of auto expense excepting those chargeable
to AccounTs 86.44, 86.45, 86.46, and 86.47 should be charged
to this classification,

Office and Miscelloneous

86.56, PosTacE-GENERAL: To cover cost of all general postage

~ used for administrative purposes.

86.57, EMpLoYMENT ExpENSE: To cover cost of all help, want
advertising, cost of moving employees from or to another
location, etc.

86.58, EMPLOYEES' CoMPENSATION INSURANCE: To cover cost of
employees’ compensation and public liability insurance.

86.59, PreMIUMS ON SURETY BonDps: To cover cost of premiums
on all surety and fidelity bonds for administrative employees.

86.60, StaTroNERY AND OFFicE SvurpLies: To cover cost of all
stationery, printing and office supplies consumed by admini-
strative departments.

86.61, TeLecraPH AND TELEPHONE: To cover cost of all tele-
graph and telephone bills.

86.62, TasuLATING MACHINES-RENTAL AND SuprLIES: To cover
the entire cost of rental of tabulating machines, punches, etc.,
as well as cost of the cards.
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86.63, House OregaN Exrense: To cover the entire cost of
house organ expense for all departments.

86.641, MAINTENANCE AND REpPaIRS To FURNITURE, FIXTURES
AND EguipMENT: To cover cost of maintenance and repairs
to furniture, fixtures and equipment.

$6.642, Taxes oN FurnNiTURE, FixTures anp EguirMeENT: To
cover cost of all local and state taxes on furniture, fixtures
and equipment (where separable).

86.643, InsuraNCE oN Furnrrurg, FIxTUuRres AND EQUIPMENT:
To cover cost of insurance on furniture, fixtures and equlp-
ment (where separable).

86.644, DePRECIATION--FURNITURE, F1XTURES AND EQUIPMENT:
To cover the amount of depreciation written off on all furni-
ture, fixtures and equipment.

86.70, Books anNp Perrobprcals: To cover cost of all reference
and technical books, subscriptions to magazines, trade papers,
etc.

86.71, Dues anp DoxaTtioNs: To cover cost of all dues and fees
to local clubs and chambers of commerce, trade associations,
etc., as well as cost of all gifts, donations and concessions.

86.73, MisceLLaNEous~-Uncrassiriep ExpensE: To cover cost
of all miscellaneous items, not provided for otherwise, such as
fire, police and watchmen’s protection, recharging fire extin-
guishers, carfares, etc.

Corporate Expense

86.77, LEcar Expense: To cover all costs of legal expenses in-
cluding amounts paid retained attorneys and their expenses.

26.78, DirecTors’ FEEs aND ExpPENSES: To cover cost of direc-
tors’ fees and their expenses.

86.79, CoNveNTIONS AND CoNFERENCES: To cover all costs of
conventions and conferences and the expenses, including
traveling, incurred in connection therewith.

26.80, Patent ExpeNsSE: To cover cost of all expenses in con-
nection with patents and patent litigation, excepting that
portion which is capitalized.

86.81, Aupiting: To cover all costs of auditing conducted by
outside firms.
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9. Corporate Income and Expense, Income Tax and
Profit and Loss Accounts

91.1 Rent Received

Debit with: (1) Amounts paid for property rental or expenses
in connection with property, if owned, the income from which
property is credited to this account, Crediting AccounT 62.1,
Accounts PavaBLe-OutsipE VENDORs, or other clearing
account,

(2) The transfer of the balance of this account to the
general profit and loss account at the end of the fiscal period,
Crediting Account 99.1, ProriT AND Loss-GENERAL.

Credit with: (1) The total amount of rental billed, as shown by
the miscellaneous bill register, Debiting Account 18.12, Ac-
couNTs RECEIVABLE-OTHER MISCELLANEOUS ACCOUNTS.

Balance of this account represents the total amount of rentals, less
expenses in connection with leasing or maintaining property
during period, and should be transferred to Account 99.1,
ProriT AND Loss—GENERAL at the end of the fiscal period.

91.21 Gain or Loss on Salvage Sales

Debit with: (1) The value placed on salvage material by the fac-
tory for all sales of salvage material made during the period,
Credsting Account 25, Factory Lepcer CoNTROL.

(2) The balance in the credit of this account (if a gain),
Crediting Account 99.1, ProriT AND Loss—GENERAL.

Credit with: (1) The sales value of all salvage material sold
during the period as shown by the miscellaneous bili register,
Debiting Accouwnt 18.12, Accounts RECEIVABLE-OTHER
MISCELLANEOUS ACCOUNTS,

(2) The balance in the debit of this account (if a loss),
Debiting Account 99.1, Prorir AND Loss—GENERAL,
Balance of this account represents the profit or loss (over factory
value) derived from sales of salvage material, and at the end
of fiscal period should be closed out to Account 99.1, ProFrT

AND Loss—GENERAL.
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91.22 Gain or Loss on Obsolete Finished Goods Sales (Ex-
traordinary)

Debit with: (1) That percentage of value of finished goods on
hand, which experience shows will be lost due to marking
down value of and scrapping, Crediting Account 21.01,
RESERVE FOR SHRINKAGE IN VALUE-FINISHED (0ODS ON
Haxp at Facrories (OwN Maxgg), or Account 21.02 or
Account 21.03, for losses on finished goods on hand (own
make) at branches or finished goods on hand (outside
manufacture),

Credit with: (1) The balance in the debit of this account at the
end of the fiscal period, Debiting Account 99.1, PROFIT AND
Loss—-GENERAL,

Balance of this account represents the loss of profit due to mark-
ing down value of and scrapping finished goods. At the end
of the fiscal period this balance should be closed into AccounTt
99.1, ProFIiT AND Loss—GENERAL.

91.231 Gain or Loss on Obsolete Raw Material Sales

Debit with: (1) The cost or storeroom value of all raw materials
sold, Crediting AccouNT 26, MATERIALS AND SUPPLIES.

(2) The amount appearing in this account as a credit
balance at end of fiscal period, Crediting Account 99.1,
Prorir aAND Loss-GENERAL.

Credit with: (1) The sales value of raw materials sold as shown
by the miscellaneous sales register, Debiting Account 18.12,
Accounts REcEIvABLE~-OTHER MISCELLANEOUS ACCOUNTS.

(2) The amount appearing in this account as a debit
balance at end of fiscal period. Crediting Account 9.1,
Prorir anp Loss—-GENERAL.

Balance of this account represents the profit or loss (over cost or
storeroom value) on sales of raw taterials, and at the end of
the fiscal period is Debited (if a gain), Credited (if a loss),
with the amount which is transferred as a debit (if a loss),
credited (if a gain), to Account 99.1, ProFiT anD Loss-
GENERAL.
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This account should not operate to include variations physi-
cat to book inventory of standard materials.

91.232 Gain or Loss on Obsolete Supplies Sales

Debit with: (1) The cost or storeroom value of all supplies sold, |
Crediting Account 26, MATERIALS AND SUPPLIES.

(2) The amount appearing in this account as a credit
balance at end of fiscal period, Crediting Account 99.1,
ProFiT AND Lo0ss-GENERAL,

Credit with: (1) The sales value of raw materials sold as shown
by the miscellancous sales register, Debiting Account 18.12,
Accounts RECEIVABLE-OTHER MISCELLANEOUS ACCOUNTS.

(2) The amount appearing in this account as a debit
balance at end of fiscal period, Debiting Account 99.1,
ProFIT ANp Loss—GENERAL.

Balance of this account represents the profit or loss (over cost or
storeroom value) on sales of supplies, and at the end of the
fiscal period should be Debited (if a gain), Credited (if a
loss), with the amount which is transferred as a debit (if a
loss), credit (if a gain), to Account 99.1, Prorir anD Loss-
GENERAL.

This account should not operate to include variations physi-
cal to book inventory of standard materials.

91.24 Gain or Loss on Factory Salesroom

Debit with: (1) The cost of all merchandise requisitioned by
factory salesroom from finished stock for sale to employees,
Crediting Account 21.11, FinisaEp Goops oN Hanp ar
Facrories (Own Maxe)-Firsts or other finished goods
control account.

(2) The amount of the profit at the end of the fiscal year
on sales to employees, Crediting Account 99.1, PROFIT AND
Loss—GENERAL.

Credit with: (1) All receipts of monies in payment of sales of
merchandise to employees, Debsting Account 11.1, Casu v
BANKS-GENERAL.
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(2) The value of the inventory at cost prices at the end of
each month, Debiting this account with the same amount on
the first day of the succeeding month.

{3) The amount of the loss at the end of the fiscal period
on sales to employees, Debiting Account 99.1, PrOFIT AND
Loss—GENERAL.

Balance of this account represents: (1) The amount of inventory
on hand which should be placed in merchandise finished goods
classification on balance sheet.

(2} The profit or loss on sales of finished merchandise to
employees, which at the end of the fiscal period should be
Debited or Credited to Account 99.1, ProriT anp Loss—
GENERAL,

These sales may be eliminated by accounting for them
through regular channels, thereby making this account un-
necessary.

91.29 Gain or Loss on Miscellaneous Sales

Debit with: (1) The cost or value of all miscellaneous materials
or supplies, sold during the period, Crediting AccouNt 26,
MATERIALS AND SUPPLIES or other appropriate account.

(2) The balance appearing in this account at the end of
fiscal period (if a gain), Crediting Account 99.1, ProFIT
AND Loss-GENERAL.

Credit with: (1) The billing price of all materials and supplies
sold during the period as shown by miscellaneous sales
register, Debiting Account 18.12, AccounTts RECEIVABLE-
OTHER MISCELLANEQUS ACCOUNTS,

(2) The balance appearing in this account at end of the
fiscal period (if a loss), Debiting Account 99.1, ProFIT AND
Loss-GENERAL,

Balance of this account represents the loss or gain on miscellane-
ous sales, not otherwise provided for, and at the end of the
fiscal year should be closed out to Account 99.1, ProFIT AND
Loss-GENERAL,
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91,3 Purchase Commission

Debit with: (1) The amount appearing to the credit of this ac-
count at the end of the fiscal period, Crediting AccounT
99.1, ProrFIT AND L0ss—GENERAL,

Credit with: (1) The amount of all special rebates allowed by
vendors at the end of a definite period, or after the expira-
tion of a specific contract, which have not been credited speci-
fically, Debiting Account 11.1, Casn 1N BANKS—GENERAL,
or Account 62.1, Accounts PavasLe—QUTSIDE VENDORSs,
if credit memorandum is received.

Balance of this account represents the amount of special rebates
allowed by vendors and at the end of the fiscal period should
be closed directly into Account 99.1, Prorir anp Loss—
(GENERAL.

91.4 Dividends Réceived

Debit with: (1) The balance of this account which should be
transferred to the general profit and loss account at the end
of the fiscal period, Crediting Account 99.1, PROFIT AND
Loss—GENERAL,

Credit with: (1) The amount representing the periodical accrual
of dividends, Debiting Accouxt 194, Accruep DIvIDENDS
RECEIVABLE.

(2) The amount of dividends received from investments
in stocks of outside companies, which dividends have not been
accrued on the books, Debiting Account 11.1, Casn IN
BANKS-GENERAL,

Balance of this account, until closed out to Account 99.1, ProriT
AND Loss—-GENERAL at the end of the fiscal period, represents
dividends from investments accrued and received on stocks

- of outside companies, or both.

91.5 Gain or Loss on Foreign Exchange

Debit with: (1) The excess of current market value of foreign
over par of exchange on U. S. currency, when remitting to
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foreign countries, Crediting Account 11.7 Forzin Cur-
RENCY.

(2) The balance of this account at the end of the fiscal
period, if a credit, Crediting Account 99.1, PRroFIT AND
Loss—GENERAL.

Credit with: (1) The excess of the current market value of U. S,
currency over the par of exchange on foreign money when
receiving remittances from foreign countries, Debiting Ac-
couNT 11.7, ForEIGN CURRENCY.

{(2) The amount of exchange earned on invoices rendered
in foreign money, as shown on the voucher register, Debiting
Account to which invoice will have been charged.

(3) The balance of this account at the end of the fiscal
period, if a debit, Debiting Account 99.1, ProriT AND Loss—
GENERAL.

Balance of the account represents the loss or gain in the remit-
tance and receipt of moneys to and from foreign countries.
The balance of this account should be closed into AccounT
99,1, ProriT AND Loss—GENERAL at the end of the fiscal
period.,

The above also applies to charging or credifing open ac-
counts of associated companies located outside the United
States. '

91.6 Sinking Fund Income

Debit with: (1) The transfer of income from sinking funds to
the general profit and loss account, Crediting Account 99.1,
Prorrr AND Loss-GENERAL, or sinking fund reserve account
if provision has been made for its being so transferred.

Credit with: (1) The periodical accruals of income on sinking
funds, Debiting Account 19.3, Accruep SinkiNg Funo
INcoME. |

Balance of this account represents the income from sinking funds
not yet transferred to Account 99.1, ProFiT anD Loss-
GENERAL, or to sinking fund reserve account if provision has
been made for such account.
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Reference is directed to Account 39.1, Sinrincg Fuwnp
First MortcaGE TEN-YEAR GoLDp Bonbs,

91.9 Miscellaneous Income Credits

Debit with: (1) The balance appearing in the credit of this ac-
count at the end of the fiscal year, Crediting Account 99.1,
ProrIitT AND Loss—GENERAL.

Credit with: (1) Any miscellaneous income for which no speci-
fic account has been provided, Debiting AccounTt 11.1, Casu
1N Banks-GENErAL, or other originating account.

Balance of this account represents the amount of miscellaneous
income received during period for which no specific account
has been provided, and at the end of the fiscal year should be
closed out to Account 99.1, Prorir AND Loss—GENERAL.

92.1 Pensions

Debit with: (1) The amount of all pensions paid under authori-
zation of pension committee, Crediting Account 11.1, Casn
iN BANKsS—GENERAL, or AccouNTt 62.1, Accounts Pav-
ABLE-QUTSIDE VENDORS if paid through voucher register,.

Credit with: (1) The balance appearing in the debit of this ac-
count at the end of the fiscal period, Debiting Account 99.1,
ProFiT AND Loss—~GENERAL.

Balance of this account represents the amount of pensions paid
to retired employees during petiod and at the end of the
fiscal period should be closed into Account 99.1, Prorrr
AND Loss-GENERAL.

92.21 Inventory Adjustments—Finished Goods

Debit with: (1) Amount of all inventory adjustments of finished
goods, such as depreciation in value (excepting obsolete
goods), price adjustments or variation physical to book in-
ventory, Crediting AccouNt 21,11, Finisgep Goops oN
Hanp at Facrories (Own Maxe)-Firsts, or other finished
goods account,
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(2) The net gain due to inventory adjustments—finished
goods, Crediting Account 99.1, ProFiT AND Loss—GENERAL.
Credit with: (1) Amount of all inventory adjustments of fin-
. ished goods, such as appreciation in value, price adjustiments
or adjustments of variation physical to book inventories,
Debiting Accouwt 21.11, FivisEep Goobs oN Hawp at
Facrories (Owy Maxg)-Firsts, or other finished goods
account.
{2) The net loss due to inventery adjustments—finished
goods, Debiting Account 99.1, Prorit AND Loss—GENERAL.
Balance of this account represents the loss or gain due to inventory
adjustments-finished goods, and at the end of the fiscal period
should be closed out to Account 99.1, ProFiT aAND Loss-
GENERAL.

Physical differences at inventory times should be adjusted
in this account, except that physical differences in standard
merchandise should be charged currently to cost of sales.

92.22 Inventory Adjustments—Goods in Process

Debit with: (1) Amount of all inventory adjustments of goods in
process, such as depreciation in value, price adjustment or
adjustments of variation physical to book inventories, Credit-
ing AccounTt 25, Factory LeEpGger CoNTROL.

(2) The net gain due to inventory adjustments-goods in
process, Crediting Account 99.1, ProFrr anp Loss-
GENERAL.

Credit with: (1) Amount of all inventory adjustments of goods
in process, such as appreciation in value, price adjustments or
adjustments of variation physical to book inventories Debit-
ing Account 25, Facrory LEDGEr CoNTROL,

(2) The net loss due to inventory adjustments-goods in
process, Debiting Account 99.1, ProrFIT AND L0ss—GENERAL.

Balance of this account represents the loss or gain due to inventory
adjustments—goods in process, and at the end of the fiscal
period should be closed out to Account 99.1, ProFIT aND
Loss-GENERAL.
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This account should not operate to include variations physi-
cal to hook inventory of standard materials.

92.231 Inventory Adjustments—Raw Materials

Debit with: (1) The value (if a loss) occasioned by adjustment
of physical units of raw materials due to physical inventory
Crediting AccouNT 26, MATERIALS AND SUPPLIES.

(2) The balance in this account (if a credit) representing
the gain due to physical inventory, Crediting Account 99.1,
ProriT AND Loss—GENERAL.

Credit with: (1) The value (if a gain) occasioned by adjustment
of physical units of raw materials, due to physical inventory,
Debiting AccounT 26, MATERIALS AND SUPPLIES,

(2) The balance in this account (if a debit) representing
the loss due to physical inventory, Debiting Account 99.1,
ProriT AND Loss—GENERAL.

Balance of this account represents the amount of the loss or gain
occasioned by adjustment of physical units of raw materials
due to physical inventory, and at the end of the fiscal year
should be closed out to Account 99.1, Prorir aANDp Loss—
(GENERAL.

This account should not operate to include variations physi-
cal to book inventory of standard materials.

92,232 Inventory Adjustments-Supplies

Debit with: (1) The value (if a loss) occasioned by adjustment
of physical units of supplies due to physical inventory, Credit-
ing Account 26, MATERIALS AND SUPPLIES,

(2) The balance in this account (if a credit) representing
the gain due to physical inventory, Crediting Account 99.1,
ProriT aAND Loss—GENERAL.

Credit with: (1) The value (if a gain) occasioned by adjustment
of physical units of supplies, due to physical inventory,
Debsting AccouNT 26, MATERIALS AND SUPPLIES,

(2) The balance in this account (if a debit) representing
the loss due to physical inventory, Debiting Account 99.1,
ProrFiT AND Loss—GENERAL.
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Balance of this account represents the amount of the loss or gain
occasioned by adjustment of physical units of supplies due
to physical inventory, and at the end of the fiscal year should
be closed out to AccouNt 99.1, ProFIT AND LOsS~GENERAL.

This account should not operate to include variations physi-
cal to book inventory of standard materials.

92.31 Capital Stock Tax (Federal)

Debit with: (1) The amount of capital stock tax accrued during
the current year, Crediting Account 67.1, AcCRUED CAPITAL
Stock Tax,

(2) The amount by which the actual tax as assessed is
higher than the accrued amount (if ascertained within the
current year), Crediting Account 67.1, AccrRUED CAPITAL
Stock Tax,

Credit with: (1) The amount by which the actual tax as assessed
is lower than the accrued amount (if ascertained within the
current year), Debiting Account 67.1, Accruep CAPITAL
Stock Tax,

(2) The balance in this account at the end of the fiscal
period, Debiting Account 99.1, ProFir AND Loss—GENERAL.

Balance of this account represents the expense of capital stock
tax for the current year, and at the end of the fiscal period
should be closed into Account 99.1, ProriT aAnp Loss-
GENERAL.

92,32 State Taxes (Franchise or Income)

Debit with: (1) The amount of state taxes (franchise or income)
accrued during the current year, Crediting Account 67.2,
Accruep StatE INcoME Tax, or AccouNTt 67.3, ACCRUED
StaTE FRANCHISE TaX.

(2) The amount by which the actual tax as assessed is
higher than the accrued amount (if ascertained within cur-
rent year), Crediting AccouNT 67.2, ACCRUED STATE INCOME
Tax, or Account 67.3, AccrUED STATE FrancHISE Tax.

Credit with: (1) The amount by which the actual tax as assessed
is lower than the accrued amount (if ascertained within cur-
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rent year), Debiting AccOUNT 67.2, ACCRUED STATE INcOME

Tax, or AccOUNT 67.3, AccRUED STATE FraNcEISE TaX.

(2) The balance in this account at the end of the fiscal

period, Debiting Account 99.1, ProFIT AND L0SS—GENERAL.

Balance of this account represents the expense of state income and

state franchise taxes for the current year, and at the end of

the fiscal period should be closed into Account 99.1, Prorrr
AND Loss—-GENERAL,

92,4 Extraordinary Expenses (Other than Property)

Debit with: (1) The amount of liability for claims against the
company to cover damages to outside property etc., which are
not covered by insurance, Crediting AccOUNT 62.41, CLAIMS
PavasLE-MISCELLANEOUS,

(2) The amount of any adjustinent of amount of claims if
in addition to amount of original claim, Crediting AccounTt
6241, CrLaius PavaBLE-MISCELLANEOUS.

Credit with: (1) The amount of any adjustment of amount of
claim if in reduction of amount of original claim, Debiting
Account 62.41, CLaiMs PAvyasLE~MISCELLANEOUS.

(2) The amount appearing in debit balance in this account
at end of fiscal year, Debiting Account 99.1, ProFIT AND
Loss~GENERAL,

Balance of this account represents the cost of or liability for
damaged claims not covered by insurance, and at end of fiscal
year should be closed out to Account 99.1, ProFIT AND
Loss~GENERAL.

92.61 Extraordinary Expenses (Property)

Debit with: (1) The amount of loss through resale of land, Cred-
iting Account 31.11, Lanp; Account 31.12, CosT oF Ac-
quisITION OF LAanND; AccouNt 33.1, LAND BRANCHES AND
WAREHOUSES,

(2) The amount of the underdepreciated balance due to
plant or plant equipment being demolished, dismantled,
scrapped or sold, Crediting Account 31.2, BurLpiNGs, or
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other plant or property account (excepting automobiles and
trucks).

(3) The amount of depreciation written off on real estate
(other than business property), which real estate is not used
in the operation of the business, Crediting Account 36.01,
Reserve ror DePreciaTiON-REAL Estate (OrHER THAN

. BusiNess PROPERTY).

(4) The amount of the underdepreciated balance upon sale
of real estate to employees, or otherwise, Crediting AccounT
36.1, Rear Estate (Oruaer TuAN BusINEss PropERTY).

(5) The balance of this account (if a credit) representing
the gain due to sale or extraordinary depreciation of plant
assets, Crediting Account 99.1, ProFIT AND L0ss-GENERAL.

Credit with: (1) The amount of the gain through resale of land,
Debiting Account 31.11, Lanp, or Account 33.1, Lanp
(BraNCHES OR WAREHOUSES.)

(2) The balance of this account (if a debit) representing
the loss due to sale or extraordinary depreciation of plant
assets, Debiting Account 92.1, ProFiT AND Loss—~GENERAL.

Balance of this account represents the gain or loss due to extraordi-
nary depreciation or sale on plant and property accounts and
at the end of the fiscal period should be closed into AccounTt
99.1, Prorrr AND Loss—GENERAL,

9262 Demolitions (Property Expense)

Debit with: (1) The cost of demolishing and the underdepreciated
balance of all plant and plant property demolished during
period, Crediting the appropriate plant or property account.

Credit with: (1) The balance appearing in the debit of this ac-
count at the end of the fiscal period, Debiting Account 99.1,
Prorrr AND Loss-GENERAL.

Balance of this account represents the loss due to cost of demolish-
ing and the underdepreciated balance of all plant and plant
property demolished during period, and at the end of the
fiscal year should be closed out to Account 99.1, PrOFIT AND
Loss—GENERAL.
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92.63 Property Expense-Transfers (Allied Companies)

Debit with: (1) The cost of dismantling and transferring, and
the loss in value over depreciation reserve, on all plant and
plant property sold or transferred to allied companies, Credit-
ng the appropriate plant or property account.

Credit with: (1) The balance appearing in the debit of this ac-
count at the end of the fiscal period, Debiting Account 99.1,
ProrFiT AND Loss—(GENERAL.

Balance of this account represents the loss due to cost of dis-
mantling, transferring and loss in value over depreciation re-
serve on all plant and plant property sold ot transferred to
allied companies, and at the end of the fiscal period should be
closed out to Account 99.1, ProriT AND Loss—GENERAL.

92.64 Extraordinary Experiments and Developments

Debit with: (1) The cost of all extraordinary experiments and
developments, especially those which cannot be justified as an
immediate charge against cost of product, as well as the cost
of those that prove futile, Crediting Account 49.41, Exreri-
MENTS AND DEVELOPMENTS-LABOR, or Account 49.42, Ex-
PERIMENTS AND DEVELOPMENTS—-OTHER THAN LAEOR.

Credit with: (1) The amount appearing in the debit of this ac-
count at the end of the fiscal period, Debiting Account 99,1,
ProFIT AND LOss-GENERAL,

Balance of this account represents the cost of all extraordinary
experiments and developments which properly are not a
charge against operations, and at the end of the fiscal period
should be closed out to Account 99.1, PrOFIT AND Loss—
GENERAL,

92.65 Loss or Gain on Sale of Autos and Trucks

Debit with: (1) The amount of underdepreciated value (if a loss)
on automobiles and trucks, sold or otherwise disposed of,
Crediting Account 31.8, Autos aNp Avuro Trucks; Ac-
count 35.1, Autos AND AvuTo TRUCKS-BRANCHES; or
AccounT 35.2, Autos AND Auto TrRUCKS—GENERAL OFFICES.
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(2) The balance remaining to credit of this account at the
end of fiscal period, Crediting Account 99.1, ProFIT AND
Loss—(GENERAL.

Credit with: (1) The amount of overdepreciated value (if a gain)
on automobiles and trucks, sold or otherwise disposed of,
Debiting Account 31.8, Autcs aANp Avro Trucks; Ac-
counT 35.1, AuTos anp Auto TrRUCKS-BRANCHES; or Ac-
couNT 35.2, Autos AND Auto TrUCKS—GENERAL OFFICES,

(2) The balance remaining to debit of this account at end
of fiscal period, Debiting Account 99.1, ProFIT AND LOSS—
(GENERAL.

Balance of this account represents the gain or loss through sale,
over usual depreciation on automobiles and trucks, and at end
of fiscal period should be closed out to Account 99.1,
ProFIT AND LOSs—GENERAL.

92.91 Loss or Gain on Insurance Claims

Debit with: (1) The net loss as determined by applying all losses
sustained against the respective claim therefor, as allowed by
the insurance company, Crediting Account 49.6, INSURANCE
ADJUSTMENTS,

(2) The balance in this account at the end of the fiscal
period, if a credit, Crediting Account 99.1, ProFIT AND
Loss—(GENERAL.

Credit with: (1) The net gain as determined by applying all losses
sustained against the respective claim therefor, as allowed by
insurance company, Debiting Account 49.6, INSURANCE
ADJUSTMENTS,

(2) The balance in this account at the end of the fiscal
period, if a debit, Debiting Accouxnt 99.1, ProriT AxD
Loss~GENERAL.

Balance of this account represents the amount of irretrievable fire,
explosion, etc., losses, and at the end of the fiscal period should
be closed into Account 99.1, ProriT AND Loss—GENERAL.

5299 Loss or Gain on Miscellaneous Claims

Debit with: (1) The amount of all miscellaneous claims which are
found uncollectible and which are not covered by insurance,
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Crediting Account 1822, Crarms-CoMMoN CARRIERS, Or
other appropriate account,

Credit with: (1) The balance appearing in this account at end of
fiscal period, Debiting Account 99.1, ProFiT aAND Loss-
GENERAL.

Balance of this account represents the amount of all miscellaneous
claims which are found to be uncollectible, and which are not
covered by insurance, and at the end of the fiscal year should
be closed out to AccounT 99,1, PROFIT aND L0ss—~GENERAL.

93.2 Cash Discount on Purchases

Debit with: (1) The transfer of the balance of this account to
profit and loss at the end of the fiscal period, Crediting
AccounTt 99.1, ProFiT aND LoSs—GENERAL.

Credit with: (1) The amount appearing on the cash disbursement
journal for discounts earned on purchases, Debiting ACCOUNT
62.1, Accounts PavaBrLE~OUTSIDE VENDOES.

Balance of this account represents amount of cash discounts earned
on purchases, and should be closed out at the end of the fiscal
period directly to AccounTt 99.1, ProFiT AND Loss~GENERAL,

93.3 Interest Credits

Debst with: (1) The amount which has been credited to this ac-
count at the end of the previous accounting period as estimated
amount of interest due on bank deposits, Crediting ACCOUNT
18.4, InTEREST DUE oN Bank DEerosiTs.

(2) The transfer of the balance of this account to the
general profit and loss account at the end of the fiscal period,
Crediting AccounT 99.1, ProrF1T AND Loss—GENERAL.

Credit with: (1) The amount of interest accrued on notes re-
ceivable as shown by the notes receivable register, accounts
receivable ledgers, loans register or bond register, Debit-
ing AccouNT 19.1, AcCRUED INTEREST RECEIVABLE,

{2) The amount of interest earned on deposit balances and
credited to our accounts by various banks as shown by the
cash receipts journal, Debsting Account 11.1, Casm 1N
BANRS-GENERAL.
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{3) The estimated amount due as interest on bank de-
posits at the end of any accounting period, Debiting AccounT
18.4, INTEREST DUE 0N BaANK DEPOSITS.

(4) The amount of all other interest credit items not other-
wise specifically provided for, Debiting appropriate account.

Balance of this account represents interest earned on notes receiv-
able, open accounts receivable, bank balances and other in-
terest-bearing items. At the end of the fiscal period this
balance should be closed directly into Account 99.1, ProFIT
AND Loss—GENERAL.

93.4 Interest Debits

Debit with: (1) The amount of interest credited to employees’
savings and securities account, Crediting AccounT 62.83, Em-
PLOYEES' SAVINGS AND SECURITIES,

(2) The amount of interest accrued on notes payable
“Other than bonds,” Credsting AccounTt 68.2, Accruep IN-
TEREST PavasLe (OtmEr THAN Bonbs).

(3) The monthly amortization of interest written off,
Crediting AccounTt 45, PrEpaID INTEREST ON BANK Loans
(or DiscounT).

(4) The amount of interest accrued on notes payable at
banks, Crediting AccounT 68.2, ACCRUED INTEREST PAYABLE
(OtHER THAN BonDs).

{5) The amount of discount paid on customers’ notes and
acceptances, discounted, Crediting Account 13.01, Notes
REeceEvaBLE DiscounTtEp.

(6) The amount of all other interest debit items not other-
wise specifically provided for, Crediting appropriate account,

Credit with: (1) The transfer of the balance of this account, at
the end of the fiscal period, to Account 99.1, PrROFIT AND
Loss—GENERAL.

Balance of this account, until closed into Account 99.1, ProFIT
AND Loss-GENERAL at the end of the fiscal year, represents
the amount of interest expense incurred during the period,
except on bonded indebtedness and on transactions with allied
companies,
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93.5 Interest on Bonded Debt

Debit with: (1) The amount of interest accrued monthly on out-
standing bonds, Crediting AccounT 68,1, ACCRUED INTEREST
onN Bowps.

(2) The periodical amortization of bond discount and ex-
pense, Credsting AccouNTt 49.1, Prerap Bonp Discount
AND EXPENSE,

Credit with: (1) The total amount of unearned accrued interest
at time of subscription to bonds, Debiting Account 71.01,
SubscriBErs 10 First MorTcAGE TeEN-YEAR GoLp BoNDs.

(2) Transfer of the balance of this account to the general
profit and loss account, Debiting Account 99.1, PROFIT AND
Loss—GENERAL.

Balance of this account, until closed into Account 99.1, ProrFiT
AND Loss~GENERAL at the end of the fiscal period, repre-
sents the interest expense incurred in connection with bond
issues.

93.61 Interest Credits (Allied Companies)

Debit with: (1) The balance in this account at the end of the fiscal
period, Crediting Account 99.1, ProriT anD Loss~GENERAL.

Credit with: (1)} The amount of interest charged to allied com-
panies on open balances, Debiting Account 17.1, Accounts

- RECEIVABLE~CONTROLLED AND SUBSIDIARY COMPANIES,

Balance of this account represents the amount of interest charged
to controlled and subsidiary companies on open balances, and
at the end of the fiscal period should be elosed out to AccounT
99.1, ProFrr AND Loss—GENERAL.

93.62 Interest Debits (Allied Companies)

Debit with: (1) The amount of interest allowed to allied com-
panies on open balances, Crediting AccOUNT 66, ACCOUNTS
PAvaRLE-CONTROLLED AND SUBSIDIARY COMPANIES,

Credit with: (1) The balance in this account at the end of the
fiscal period, Debiting Account 99.1, Proritr AN Loss—
(GENERAL,
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Balance of this account represents the amount of interest allowed
to controlled and subsidiary companies on open balances, and
at the end of the fiscal period should be closed out to ACCOUNT
99.1, ProFiT AND L0ss—GENERAL.

94, Provision for Income Tax (Federal)

Debit with: (1) The amount of federal income tax accrued during
the current year, Crediting AccouNT 67.5, ACCRUED FEDERAL
IncoME Tax.

Credit with: (1} The amount appearing in the debit of this ac-
count, at the end of the fiscal year, Debiting Account 79.11,
SurrLUS UNAPPROPRIATED,

Balance of this account represents the amount of provision for pay-
ment of income tax (federal) and at the end of each fiscal
period should be closed into Account 79.1F, SurpLys UN-
APPROFRIATED, '

99.1 Profit and Loss—General

Debit with: (1) The closing debit balances of nomina! accounts
at the close of the fiscal period, including :

Deductions from Sales
Returned Goods........................ Crediting Account 82.1
Allowances. . .........covieuinnnnnnnn. ‘o « 82.2
Adjustments. .............cooiiivinnunnn ¢ “ 82.31
Adjustment Contingency................ i b 82.32
Excise Taxon Sales.................... “ “ 82.4
Volume Rebates. ...................... t “ 82.5
Transportation................ooeann. “ " 82.6
Cash Discount on Sales. . ............... i ‘ 82.7
Cost of Sales (Own Products)............ “ " 83.1
Cost of Sales (OQutside Products). ........ e " 83.2
Selling Expenses. . .......cooiviiennnnes i “ 85.
Administrative Expenses. ............... “ 1" 86,

Miscellaneous Income Credits (If Debit

Balances)

Loss on Salvage Sales. .................. o £ 91.21
Loss on Obsolete Finished Goods Sales. . ., “ “ 81.22
Loss on Obsolete Material Sales. ......... o “ 91.231
Loss on Obsolete Supplies Sales. ... ...... o “ 01.232
Loss on Sales Pactory Salesroom ; “ £ 01.24
Loss on Miscellaneous Sales. ... ......... o i 01.20

Loss on Foreign Exchange. . ............. “ oo 91.5
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Miscellaneous Income Debils

Pensions Paid...............0ooitan, Cfedmng ACCOUNT 82.1
Inventory Ad]ustments—wFlmshed Goods. . 92.21
Inventory Adjustments—Goods in Process * " 92.22
Inventory Adjustments-—Materials. ... ... “ ¢ 92.231
Inventory Adjustments—Supplies........ “ o 92.232
Capital Stock Tax—Federal............. “ “ 92.31
State Taxes (Franchise and Income). ..... v ‘* 92.32
Extraordmary Expenses (Other than Prop-

E erty}....... e oo :: :: 92.41
xtraordmary xpenses (Property)....... 92.6
I]:))re::]:tohtlons. e Bense’ (Alled o " “ 92.62

operty Transfer Expense i om-

panies)............ p ................. 4 ¢ 92.63
Extraordinary Experiments and Develop-

11 1Y -V " ' 92.64
Loss on Sale of Autos and Trucks........ 4 " 92.65
Loss on Insurance Claims. . . ............ “ ' 92.91
Loss on Miscellaneous Claims. . .......... “ “ 92.99

Interest
Interest Debits. .. ............couinnnt, “ " 93.4
Interest on Bonded Debt................ * “ 83.5
Interest Debits (Allied Companies)....... “ “ 93.62

(2) The balance in Account 99.2 (if a debit), Crediting
Account 99.2, ProrFir AND Lo0SS-SUSPENSE.

(3) The balance appearing in the credit of this account,
representing the net gain for the period, Crediting AccouNt
79.11, SurrLus UNAPPROPRIATED.,

Credit with: (1) The closing credit balances of nominal accounts
at the close of the fiscal year, including :

SBales (Own Products). ..........c.o0ovnnn. Delnhng Accouu'r 81.1

SBales {(Outside Products). ... ... ... ...... 81.2

Miscelleneonus Income Credits
Rent Received.............. ...ttt " " 91.1
Gainon Salvage Sales. ... .............. o “ 91.21
Gain on Obsolete Finished Coods Sales. ... " o 91.22
Gain on Obsolete Material Sales.......... " o 91.231
Gain on Obsolete Supplies Sales.......... * o 91.232
Gain on Sales Factory Salesroom. ........ b “ 091.24
(Gain on Miscellaneous Sales. .. .......... “ “ 91.29
Purchase Commission. .. ................ i ‘e 01.3
Dividends Received. . .................. £ ¢ 01.4
Gain on Foreign Exchange. ............. # u 91.5
Sinking Fund Income. .................. H ¢ 91.6

Miscellaneous Income Credits. ... ... s “ ‘e 91.9
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" Miscellaneous Income Debits (If Credit Bal-
ances)

. Inventory Adjustments—Finished Goods.. Cmiztmg ACCOUNT 92,21
Inventory Adjustments—Goods in Process. 92,22

Inventory Adjustments—Materials....... b * 92,231
Inventory Adjustments—Supplies........ “ “ 92.232
Extraordinary Expense Property......... “ “ 92.61
Gain on Sale Autos and Trucks.......... “ " 92.65
Gain on Insurance Claims............... £ « 02.91
Cash Discount on Purchases. ............ o i 93.2
Interest '

Interest Credits........ovvvunveinnan. i ‘« 93.3
Interest Credits (Allied Companies)...... “ “ 93.61

{2) The balance in Account 99.2 (if a credit), Crediting
Account 99.2, ProFiT AND LoSs—SUSPENSE.

(3) The balance appearing in the debit of this account,
representing the net loss for the period, Debiting AccouNT
79.11, SurrLUS UKAPPROPRIATED,

Balance of this account after books are closed represents the net
gain or net loss for the period, and should be closed out to
Account 79.11, SurrLus UNAPPROPRIATED.

99.2 Profit and Loss-Suspenge

Debit with: (1) The difference between cost and market value of
stocks and bonds of outside companies (if a loss), Crediting
AccounTt 39.01 or 39.02, the ReservE accounts.

(2) The amount of loss upon sale of stocks and bonds of
outside companies (over reserve) if a loss, Crediting AccouNTt
39.01 or 39.02, the RESERVE accounts.

(3) The amount of reserve set up to take care of possible
loss in book value of stocks and bonds of subsidiary com-
panies, Crediting Account 37.01 or 37.02, the RESERVE ac-
counts,

{4) The amount of loss upon sale of stocks and bonds of
subsidiary companies (over reserve) if a loss, Crediting Ac-
count 37.1, or 37.2, the INVESTMENT accounts.

(5) The amount of loss occasioned by purchase of bonds
for redemption through the sinking fund, Crediting Account
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39.1, Sinking Funp First Morrgage TEn-YEarR GoLp
Bonbs,

(6) The cost of taxes and all other expenses in connection
with land, subsequent to acquisition, which remains idle,
Crediting Account 62.1, Accounts PavaBLe-CursipE
VENDORS.

(7) The amount of difference between cost and sales value
(if a loss) of marketable U. S. Government securities (when
sold), Crediting Account 12, MarkeTABLE U, S. GOVERN-
MENT SECURITIES,

(8) The balance appearing in the credit of this account at
the end of the fiscal period, Crediting Account 99.1, ProFIrT
AND Loss—GENERAL.

Credit with: (1) The amount of the profit on sale of stocks and
bonds of outside companies, Debiting AccounT 39.01 or 39.02,

“the RESERVE accounts.

(2) The amount of reduction of reserve for loss in value of
stocks and bonds of subsidiary companies, Debiting ACCOUNT
37.01 or 37.02, the RESERVE accounts.

(3) The amount of the gain upon sale of stocks and bonds
of subsidiary companies, Debiting Account 37.1 or 37.2, the
INVESTMENT accounts.

{4) The amount of the gain occasioned by purchase of
bonds for redemption through the sinking fund, Debiting
Account 39.1, SingiNG FUuND FIrsT MORTGAGE TEN-YEAR
GoLp Bonos.

{5) The amount of difference between cost and sales value
(if a gain) of marketable U. S. Government securities (when
sold), Debiting Account 12, MarkerapLe U. S. Govern-
MENT SECURITIES.

(6) The balance appearing in the debit of this account at
the end of the fiscal period, Debiting Account 99.1, ProriT
AND Loss—-GENERAL, '

Balance of this account represents the extraordinary profit or loss
not due to manufacturing or selling operations, and should be
closed into AccounTt 99.1, ProFIT AND Loss—-GENERAL at the
end of the fiscal period.
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99.9 Profit and Loss—Prior Period Charges

Debit with the amounts of all items of losses occurring during the
current year which are chargeable against a prior period, in-
cluding :

(1) The amount by which the actual capital stock tax, state
income tax, state franchise tax, state and county property tax
and federal income tax is greater than the estimated or accrued
amount, when ascertained after books have been closed for
year in which applicable;

Crediting AccouNT 67.1, Accruep Carrtar Stock Tax

Crediting AccounT 67.2, AccrUED STATE INcoME Tax

Crediting AccouNT 67.3, AccrUeD StaTE FrancHISE Tax

Crediting AccoUNT 67.4, ACCRUED STATE AND COUNTY
ProreErTY Tax, or Account 44,
Preparp State anp CounNty
PropErRTY TAXES

Crediting AccounT 67.5, AccrRuED FrperaL IncomME Tax

(2) The amount of all other expenses which are properly
chargeable to prior periods, Crediting the appropriate account.
(3) The amount in balance of this account, if a credit,
Crediting AccouNT 79.11, SURPLUS UNAPPROPRIATED.
Credit with the amount of all items of profits occurring during the
current year which are applicable to a prior period, including ;
{1) The amount by which the actual capital stock tax,
state income tax, state franchise tax, state and county property
tax and federal income tax is less than the estimated or ac-
crued amount, when ascertained after books have been closed
for year in which applicable:

Debsting Account 67.1, AccRUED CAPITAL SToCK Tax

Debiting Account 67.2, Accrued STATE IncoME Tax

Debiting Account 67.3, Accruep State FrancHIsE Tax

Debiting Account 67.4, AccRUED StaTE anp CoUNTY
ProrerTY TAX, 0r AccOUNT M,
Preraip StatE AxD CouNnTy
ProperTtY TaxES

Debiting Account 67.5, Accruep FEpeErRAL INcomE Tax
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(2) The amount of all other revenue which is properly ap-
plicable to operations of prior periods, Debiting the appro-
priate account.

(3) The amount in balance of this account, if a debit,
Debsting Account 79.11, SurPLUS UNAPPROPRIATED.
Balonce of this account represents the net gain or loss due to
revenue or expenses, applicable to prior periods, being ascer-
tained in current year, and should be closed out at end of

period to AccouNT 79.11, SurPLUS UNAPPROPRIATED,



SECTION IV

COMPILATION AND DISTRIBUTION OF
COMMERCIAL EXPENSES






DEPARTMENTALIZATION OF SELLING AND
ADMINISTRATION DIVISIONS

The detailed classification of general ledger accounts serves
. the purpose of creating a detailed set-up. While some of
the detailed expenses are in themselves definitely applicable to
lines of product or types of product in the line, others do
not take definite form, as an inclusive expense, until they are
charged directly to a department, and, with other similar expenses
applicable to that department, treated of as a whole. For instance,
advertising expense, Account 85.76, could be charged directly to
the products in consideration of which the expenditure was made,
but we have also to“consider the cost of maintaining the adver-
tising department, i.e., salaries, supplies, etc., before we cbtain the
true picture of the expense,

With the above in mind, the Accounting Committee of the Rub-
ber Association has formulated a list of departments, for the
proper divisionalization of expense factors, and also for their col-
lection in group or groupings, prior to laying down procedure for
the proper application of these departmental expenses to lines of
product, or types of product in the line, in order that there may be
arrived at the total cost to make and sell every line, in both type
of product and by method of sale.

Departmental Breakdown

50 Districr Manacer’s Division

501 District No. 1

502 District No. 2

503 District No. 3
Ete.

51 Brance Expense CoNTror
51B Detailed Subledger
51B1 New York Branch
51B2 Chicago Branch
51B3 Philadelphia Branch
Etc.

185
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52 Home OFFICE SALES Division *

521 Pneumatic Casings and Tubes Department

522 Truck Casings and Tubes Department

523 Solid Truck Tire Department

524 Mechanical Rubber Goods Division
5241 Molded Goods Department
$242 Printers’ Supplies Department
5243 Conveyor Belts Department
5244 Transmission Belts Department
5245 Wrapped Hose Department
5246 Molded Hose Department
5247 Railroad Hose Department
5248 Heels and Soles Department
5249 Packing Department

525 Hard Rubber Goods Department

526 Footwear Department

527 Druggists’ Sundries Department

528 Rubberized Fabrics Department

529 General Sales Management Division
5291 Tire Sales Manager's Department
5292 Mechanical Sales Manager’s Department

© 5293 Sundries Sales Manager’s Department
5294 Manufacturers’ Sales Manager's Department
5295 Export Sales Manager’s Department
5296 Subsidiary Companies’ Sales Manager’s Depart-
ment

5297 General Sales Manager’s Department

53 Hom;. OrricE BRANCH ADMINISTRATION
531 Branch Methods, Equipment, Inspection

54 Home OrriceE MERCHANDISE DISTRIBUTION
541 Stock Control and Maintenance

55 Homg Orrice SALES PERSONNEL
551 Classification, Supply, Clearing, Education

56 Home OFFICE ADVERTISING DIVISION
561 Administration and Operating Department
562 Sales Promotion Department
563 Publication Department
* Where separate sales divisions are set up to take care of a product or type of

product, the in eonnection therewnf.h ghould alsn be SEpar:
npemﬂully apphed to that product or type of 3ct. s kept ate and be
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57 Sares ResearcH Division
571 Field Analysis, Territory, Statistical

Administrative Departments
61 PRESIDENT'S DEPARTMENT
62 ViceE-PrESIDENT AND GENERAL MANAGER'Ss DEPARTMENT
63 TREASURER'S DEPARTMENT

64 SecrerTaRY’s Division

641 Secretary’s Department

642 Patent Department

643 Legal Department

644 Insurance and Tax Department

65 TRAFFIC DEPARTMENT

66 Orrice Manacer’s Division
661 Office Manager’s Department
662 Filing and Mailing Department
663 Restaurant Department
664 Office Garage Department
605 Library Department
666 Telephone and Telegraph Department
667 Information Desk Department
668 Central Stenographical Department
669 Office Employment Department

67 OrrFicE BUuiLpING DEPARTMENT

71 ComrrroLLER's DI1vision
711 Comptroller’s Office General Department
712 Systems Department
713 Auditing Division
7131 General Office and Factory Department
7132 Subsidiary Company Department
7133 Branches Department
714 Statistical Department
715 General Accounting Division
7151 Branch Office Accounting Department
7152 Home Office Billing-Sales Accounting Depart-
ment '
7153 General Accounting Department
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7154 Invoice Checking and Vouchering Department

7155 Subsidiary Companies Accounting Department
716 Financial Division :

7161 Cashiering Department

7162 Paymaster’s Department (Office)

7163 Credits and Collections Department



STANDARD METHODS FOR DISTRIBUTION
OF
SELLING AND ADMINISTRATIVE EXPENSES

This section sets forth methods for the proper distribution or
proration of Selling and Administrative Expenses. The detailed
classification of accounts, has been followed as to order of ex-
penses, so that the complete routine is strictly in accordance with
the schedules previously given.

It must be kept clearly in mind that while the hooks of account
should be constructed in a manner making for ease in casting the
balance sheet and the operating statement, the application of ex-
penses to lines of product, type of product in the line or by method
of sale, as well as for direct deductions from sales, should be ac-
complished in a statistical manner, which while allocating all of
the periodical expenses to products sold within the period, takes
different set-up from that given under the detailed classification
of accounts.

Necessity for Divisiont of Sales

It is necessary to divide sales of products into sub-products
when any of the following conditions exist in their make-up:

‘A” Where terms of sale vaty on types of product in a line,
due to different rates of cash discount being allowed.

“B” Where one type of product in 2 line is branched and
another in the same line is shipped direct to customers.

“C” Where specialty salesmen sell a type of product in a line
to the exclusion of other types in the same line,

“D” Where one type of product in a line is advertised and
another type in the same line is not.

“E” Where, for any other reason, the same relationship of
expense should not apply to one type of product in a
line, as applies to all other types in the same line.

189
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Method of Sale

MANUAL OF ACCOUNTS

The committee has standardized on the following methods of
sale for control and distribution purposes:

1. Dealers

2. Manufacturers
3. Export

4, Subsidiaries

NoMIiNaL ACCOUNTS

81 SaLes
81.1 Sales (Own Products)
2 Sales (OQutside

82 DepuctioNs Froum SALes
82.1 Returned Goods

' 2 Allowances

3 Adjustments
82.31 Adjustments
32 Adjustment Contin-
gency

4 Excise Tax on Sales

5. Volume Rebates

Products)

L

. MeTHODS oF DisTRIBUTION

Should be analyzed specifically to
departmental sales divisions as re-
quired by each individual company
and also by method of sale as
indicated above.

. Should be analyzed specifically to

departmental sales divisions as re-
quired by each individual company
and also by method of sale as
indicated above.

. Should be analyzed specifically to

departmental sales divisions, in
consideration of which allow-
ances were made, and zlso by
method of sale as indicated above.

. Should be analgzed spec1ﬁcally to

products which have been ad-
justed during period, by depart-
mental sales divisions and also by
method of sale as indicated above.
Deduction should first be made
for residual or scrap value of
adjusted units, which should be
iniventoried unti! disposed of by
sale.

Should be analyzed to products
which contributed the tax during
period specifically by depart-
mental division and also by
method of sale as indicated above.

. Should be analyzed to products,

for which reserve has been
created during the period, by
departmental sales divisions and
also by method of sale as indi-
cated above,
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.6 Transportation
82,61 Transportation on
merchandise shipped
direct to customer
82.611 Freight
612 Truck
613 Express
614 Parcel Post

62 Transportation on
consigned merchandise
factory to branch

.63 Transportation on
consigned merchandise
branch to branch

64 Transportation on
merchandise shipped
from branch to cus-
tomer
82.641 Freight
642 Truck
643 Express
644 Parcel Post

65 Transportation on
Returned Goods

7 Cash Discount on Sales

7. Should be analyzed directly to
products in line and by type.

8, Freight and express, from fac-
tory to branch, should be analyzed
directly to products in line and
type and should be deferred until
the consigned merchandise is re-
fiected into period branch sales,
Transportation represented by
volume of sales of each product
in line and type, should be
charged to this account as a de-
duction from sales. The method
for arriving at this deduction is
as follows: Charge all freight
and express to a consigned
freight account, by line and
type of product, price the inven-
tory at average freight rate, in-
cluding the freight with the
inventory. Charge the difference,
the expense arrived at by disap-
pearance, to transportation under
the product by line and type and
by method of sale, which in turn
is by departmental classification.

9. These expenses should be pro-
rated to lines of product ot

s of product in the line in

e relationship that the expenses
bear to the net sales dollar value
of shipments to customer from -
each separate branch,

10, Should be analyzed specifically
to departmental sales divisions,
concerning whose goods were
returned for credit or exchange.

11. Cash discount on sales should be
distributed to products on _the
basis of the manner in which
the “reserve for cash discounts
accounts” have been set-up, viz:
on the basis of the rate of cash
discount allowed on products, in
line or type, and by method of
sale as indicated above, modi-
fied by experience concerning
percentage of that rate which
will be taken.
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The 81 .g;ouping less the 82 grouping represents the Net Sales figure for
perio

83 Cost oF Sares
831 Cost of Sales (Own Pro- 12, Should be analyzed to products,

ducts)* . which in sales costing during
2 Cost of Sales (Outside Pro- period make up these figures, by
ducts) departmental division and sece

tion and also by method of sale.
The units to be costed are the
units sold, Deduct from this
the residual value of merchan.
dise returned as indicated by
Account 821, Returned Goods,
The Accounting Committee of
the Rubber Association recom-
mend the exhaust method for
costing sales. By this method
is meant to cost the sales units
at the oldest cost pricee An
example wil] serve to make the
above procedure more clear.

The 81 prouping less the combined groupings 8z and 83 represent the Gross
Profit figure for period.

InvenTorRy REcoRD 30 x 3% TIRES

1925 Units | Cost | Amount 1925 Units | Cost | Amount

Jan. 1 Inv......| 1,000 [ 7.00 | $7,000 [} Jan. 31 Sales,...| 1,000 | 7.00 | $7.000
31 Prod.....} 1000} 7.50{ %5001 * * s00 | 7.50 | 8750

31 Bal..... 500 | 7.50 3,750

2,000 14,500 2,000 14,500

Peb. 1 Inv......| 500| 7.50 | 3,750 || pep, 28 Sales...| 400 7.50 | 3,000
28 Prod. . 500 8.00 4.000 28 Bal..... 100 7.50 750
1,000 7,750 28 Bal. .. .. 500 | 8.00 | 4,000

Mar, 1 Iav..... 500 | 8.00 | 4,000 1,000 7,750

*Direct product expenses, when incurred, should be charged to this account, examples
of whick are;
85.87 Truck Tire Applying
.68 Taxicab ﬁileage
Contract Expense
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Commercial Expenses

Commercial expense is that portion of the total cost which is
included in the marketing as distinguished from the production of
the commodity. It covers such items as warehousing and packing,
advertising, selling and such general administrative expenses as are
not included in factory cost, forming an impressive and in some
instances a preponderant portion of the total cost. Commercial ex-
penses, when found, should be distributed or prorated to products
or types of products as indicated above and by departmentalization,
as referred to in the opening part of this section,

85 SeLrLinG ExpENsEs 13. Each district’s expense should be
50 District Manager's Division prorated directly to the branches
Dept. 501 District 1 which each district controls or
Dept. 502 District 2 serves, on the basis of branch
Dept. 503 District 3 period sales volume in dollars,

and be {urther distributed to
products as indicated under the
distribution basis.

51 Branch Expense Division 14. The expenses of each branch

Dept. 51B1 New York (including the prorated amount

Branch representing district managers

Dept. 51B2 Chicago Branch division expense applicable there-

Dept. 51B3 Philadelphia to) should be distributed to pro-

Branch ducts as indicated by the follow-

Ete. ing expense detail breakdewn.

BrancE ExreNSE CLASSIFICATION Distribution

Basis
85.12 Salaries-Branch Managers and Assistants ............ +. For A
13 Salaries—Salesmen ....civviiirininiirannes PP eaaas B
14 Commission-Salesmen ........ eetetrraresetaaaraaas v B
.15 Commission—Agents ....... rerean Chreberasiaianaias B
16 Commission-Brokers ........cecevirenenivnincieencnnss B
.17 Training Expense-Salesmen ...vvevevreerveriioncnnanss - B
.18 Salaries~Adjustors ............ vheene C
.19 Salaries~Office Managers ....ocovvenirvnaninnas N A
20 Salaries—Credits and Collections...............o..... we.. For A

21 Salaries-Stenographers ...... N etsesansesbescavicanaaane A
22 Salaries=Clerical General.........civiviiiiinnaenans eea A
.23 Salaries-Chauffeurs and Drivers...... essereeeriasraes . A
.24 Traveling Expense-Branch Executwes. N A
25 Traveling Expense-Salesmen.......vviivaneirascrseennen B
26 Entertainment Expense.............. e senennsanas eaeea A
27 ReMb oveeiiiiiiiinsionssncanssnasnnsans e D
28 Losses on L&ses ................................... cires D
29 Maintenance and Repalrs to Buildings....... Cereeiranes D
30 Taxes on Buildings.............. Cetteneereeneean D
31 Insurance on Buildings.......coovviimueernienensn. wers D
.32 Depreciation on Buildings.....vovvvnvnenraniaiaies D
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.33 Heat, Light, Power and Water....... Cevens eesarenres
36 Salaries—St0ck CIErKS. .vnvnomensrsenesssness reniiieran
.37 Packing and Shipping Labor....... Cebesrausrinane
38 Packing and Shipping Supplles .
39 Stcrck Handling Expense
A0 Taxes on Stock................ -
A1 Insurance on Stoek....vivieirrivirvrrrsannes
42 Qutside Storage Space (Other than Depots)
43 Cartage and Trucking.....ooveeviiiniavenss
44 Auto and Truck Mamtenance
A5 Gasoline and Oil ......covevunen
46 Tires and Accessories...........
47 Depreciation-Autos and Trucks
48 Miscellaneous Auto Expense..
54 SaAMPIES vuiiirimarnean e it ae st
.55 Losses on Finished Goods ..............................
.56 Postage-General .....vviviretirenrrrsniescrntsesiiasonss
57 Employment EXDense.....cceoirsvsnrarssrrsonssrnaroces
.58 Employees’ Compensation Insurance....................
.59 Premiums on Surety Bonds......cicvviiiiiiiissnineras
.60 Smtlone and Office Supplies...ovenrvioensciiraissrsnn
61 Telegraph and Telephone......ooviiiivarorrirraananis
64 Furmture, Fixtures and Equipment Expense............
.65 Duty on Incoming Shipments.......e.evevsreeriniaiaes
66 Freight and Express (Other than Finished Goods)......
67 Truck Tire ADPIVINZ...cvuveensisrrrnracrrvsrroans
68 Taxicab Mileage Contract Expense....c.cccovviceveisss
69 Credits and Collection ExXpense........cevvvsrrsassanss
70 Books and Periodicals........... Creersanen whaasiresnn
.71 Dues .and Donations..... rereeretietenbbrsanans v eses F
.71 Dues and Donations.......... esebacesbsennnaa PR ¥
73 Miscellaneous—Unclassified ...oivriicarrasserarienmenss
Proration of District Manager's Division Expense

ol b Lo |

>8R P EIIPQUR PR R o e OEmS ] U
>
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Explanation of Bases of Distribution for District and Branch
Expense Detail

Attention at this point is directed to the principle existing
throughout this section, that wherever possible commercial ex-
penses should be specifically applied to products, in line or type and
also by method of sale.

Basis “A”: Ner SaLes Dorrar. All of the above expenses
marked with “A” should be prorated to lines of product or types
of product in the line in the relationship that the expenses bear to
the net sales dollar of each separate branch. Wherever possible,
distinction should be made in proration of sales between merchan-
dise handled by the branch and merchandise shipped direct to
customer from the factory, sales value of which is credited to the
branch. This distinction permits of certain expenses being more
definitely or more specifically applied and your committee recom-
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mend its institution wherever possible. The ideal arrangement
would be to divide branch sales into groups, as follows:

1. Merchandise handled by branch including warehouse con-
signments.

2. Merchandise handled by branch excluding warehouse con-
signments. .

3. Merchandise shipped direct to customers from factory but
sales value credited to branch.

Bas1s “B”: SALESMEN’s Sararies-CoMmisstoNs-TRAVELING
Exrenses. Salesmen’s salaries, commissions, traveling expenses,
etc., are definitely applicable to products, where those salesmen sell
but one type or line of product. If they are general line sales-
men, and are paid definite rates of commission for sales of each
product, in line or type, then the expense is specific to the product
and should be so distributed. If the general line salesmen are paid
salaries and sell all products, their salaries and expenses should be
prorated on the basis of their net dollar sales. In every case these
expenses should be kept separate by method of sale, viz: dealers,
manufacturers and export; the expense in connection with each
being prorated to sales, in that departmental group, where applica-
ble. Commissions paid to agents and brokers should, of course, be
analyzed to the products upon which the commission was allowed,
and be specifically applied.

Basrs “C”: ApyustTMENTS. The expenses to be distributed on
this basis are those dealing with adjustments of items of merchan-
dise, which under policy or guarantee basis are warranted to per-
form a given service, and should they not the merchandise is in-
spected for defects and allowances made. This cost should be
prorated on basis of number of adjustments made for each product
in line or type. This does not mean the cost of the adjustment
allowance itself which is a deduction from sales.

Basis “D”: RecaTive Froor Space ArRea. Those expenses
which bear definite relationship to floor space, or are wholly or
partly in lieu of rent, should be prorated to types or lines of prod-



196 MANUAL OF ACCOUNTS

uct on the basis of the relationship of the actual space occupied by
each line or type of product to the total floor space in the branch.
Unoccupied space and that portion of space utilized for office and
store purposes should be prorated on the basis of the previous
application to products. In the proration of floor space, proper
effect should be given to seasonable merchandise which ordinarily
requires large warehouse space during certain months of the year.
Reports should be received periodically from the branch office
manager concerning the floor space allotment to products in each
separate branch.

Basis “E”: INveNTOrY VALUE. Those expenses which bear di-
rect relationship to inventory value of finished goods should be pro-
rated on the basis of such inventory value broken down into prod-
ucts by line and type.

Basrts “F”: SpEcIFic ArrLICATION. Those expenses which are
specifically applicable and identified with lines or types of product,
should be so allocated.

Basis “G”: Dury oN IncoMinGg SHipMENTS. This should be
used only as a clearing account, The total charges should be added
to the cost of the merchandise directly and be credited to this
account, thereby relieving the full amount of the charges.

Basis “H”: Sares Service Exrenses. The expenses which
are included under this grouping are those directly concerned with
the sale of the product, and while collected in the commercial ex-
pense grouping, for convenience, they should be closed out to
AccounTt 83.1, Cost oF SaLes (OwN Propucts) at the end of
each month, thereby relieving the accounts of the charges.

Home Office Selling Division

The expenses of the home office sales and sales management de-
partments, for purposes of detail, should utilize the same break-
down as the districts and branches, all as detailed in the line-up of
nominal accounts, Where separate sales departments are set-up
to take care of a product or type of product, they should be so
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treated. The expense in connection with each, likewise, should be
kept separate. The following is a representative departmental

classification :

52 Home Office Sales Departments

21 Pnenmatic  Casings and
Tubes Department

522 Truck Casmgs and Tubes

?Aﬂd Truck Tires Depart-
524 Mechamcal Rubber Goods

Division
5241 Mo]ded Goods Depart-

5242 Prmters Supplies De-

partment

5243 Conveyor Belts Depart-
ment

5244 Transtmsswn Belts De-

5245 Wrapped Hose Depart-
ment

5426 Molded Hose Depart-
ment

5247 Railroad Hose Depart-

ment
5248 Heels and Scles De-
5249 Packing D
acking Departmen
525 Hard Rubber Goods Dcpart-
ment
526 Footwear Department
527 ruggists Sundries Depart-

528.Rubbenzed Fabrics Depart-
ment

529 General Sales Management
ivision
52%1 Tite lSales Manager’s
epartm

5292 Mechamcal SaIes Man-
ager’s Departm

5293 Su.ndnes Sales Man-
ager’s Department

5294 Manufacturers’ Sales
Manager’s Department

5295 Export Sales Manager's
Department

5296 Subsidiary Companies’
Sales Manager’s Depart-

ment
5297 General Sales Man-
ager's Department

15.

16.

The expenses of these depart-
ments should be applied directly
to the products in consideration
of which the enditures were
made. Since the departments
have been instituted to collect
the home office selling expenses
in connection with specific prod-
ucts and also by types of prod-
uct where required, the expenses
should be so specifically applied.

The expenses of the general
sales management, manufactur-
ers, export and subsidiary com-
pany sales departments, since
they are each concerned with the
sales of all products or afl prod-
ucts sold by each method of sale
should be prorated separately, as
follows: The expenses of de-
partment 5297 general sales
managers, should be prorated to
all of the sales managers’ de-
partments 5291 to 5296, inclusive
in the relationship that the net
sales controllable by each di-
vison, bears to the total net sales
of all divisions. The expenses
of each of the sales managers’
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departments 5291 fo 5296, inclu-
sive, including the prorated por-
tion of Department 5297, General
Sales Manager's Department,
should be prorated to the prod-
ucts, in line and type, controlled
by each sales manager,
relation that the net sales of
each type in each group bears to
the total net sales in the group.

Certain items of expenses falling in the general sales manage-
ment division, however, should be prorated differently, due to the
fact that through methods, other than by net sales proration bases,
a more specific application of the expenses is possible. These ex-
penses are as follows and should be applied as indicated in connec-
tion with each:

ExpEnse CLASSIFICATION Distribution
Basis
85.34 Factory Warechouse and Shipping Expense .......... N
J4 Bad Debts..oeveecriiirriiiintsnmesissstsssssosaseses P

Explanation of Bases of Distribution—Home Office Sales
Management Expense Items

Basis “N”: Facrory WAREHOUSE AND SHIPPING EXPENSE.

Factory Warehouse Expense. The total cost of factory ware-
housing, excepting labor, should be prorated to lines of product,
and types of product in the line, on the basis of the floor space re-
quired for each commodity. The cost of labor (handling goods)
should be applied on the basis of time tickets of employees.

Factory Shipping Expense-Material. The cost of shipping
material should be specifically applied to each type and line
of product and, as well, by the method of sale, viz.: dealers, manu-
facturers, export and subsidiaries. This distribution is entirely
possible and by all means, for proper results, should be accom-
plished.

Factory Shipping Expense-Labor. Shipping labor should be
specifically applied to types and lines of product and as well by
the method of sales, through labor time tickets. Where the local
situation does not lend itself to the specific application method,
periodic tests should be made of the tonnage cost of labor neces-
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sary to ship each product, in line or type and by method of sale.
On the basis of this test the expenses should be prorated by multi-
plying the tonnage of shipments in each classification, by the test
figure, and debiting or crediting the under- or. over-absorbed
amount, in the same relationship as exists in the calculated figures.

Factory Shipping Expense—Overhead, The overhead portion
of this expense should be prorated on the basis of the applied ship-
ping labor, as a percentage.

Basis “P”: Bap Dests. Bad debts should be applied specific-
ally, by method of sale, and wherever possible by product in line
or type. Ii it is not feasible to analyze bad debts directly to prod-
ucts in line and type, prorate on the basis of relationship of net
sales of each type of product to net sales of all types within each
method of sale.

Augxiliary Sales Departments

In addition to the direct selling and sales management depart-
ments, there are other departments which serve as aids to the sell-
ing departments and should be considered with the selling expense
group. These departments and the methods adopted for proration
of their expenses are as follows:

Auxiiiary SAtzs DEPARTMENTS DistrisutioN BAsis
531 Branch Administration Department,........... R
541 Merchandise Distribution Department............ S
551 Sales Personnel Department.....ocvovvvacvannan u
561 Advertising-Administrative and Operating De-
ment ...... e remssaesttiessiacrrietratssanaans T
562 Advertising-Sales Promotion Department........ T
563 Advertising~Publication Department............. T
571 Sales Research Department. .ooeev.ervneneeranass 19}

Explanation of Bases of Distribution—Home Office Auxiliary
Sales Departments
Basis “R”: NET Saces Dorrar-Arr BRaNcHES SALES. The
expenses under this division should be prorated to products in line
and type on the basis of relationship of the net branch sales in
each line and type of product, to the total net branch sales in all
branches.
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Basis “S”: DEPARTMENT 541 —MERCHANDISE DISTRIBUTION.
The expenses of this department should be prorated to the various
lines of product on the basis of past experience so as properly to
proportion this expense to the time consumed in the merchandise
distribution of the different lines of product in the organization.
A subsequent proration of expenses to types of product within the
line should then be made on the basis of the relationship of the net
sales of each type of product to the total net sales of the line,

Basis “T”: SeECIFIC APPLICATION OF ADVERTISING. Adver-
tising expense can, in the majority of cases, be specifically applied
to the line of product or type of product in the line. General ad-
vertising expenses, in turn, should be prorated on the basis of the
items which have been specifically applied. If a line of product, or
type of product in the line, is not advertised, it should bear no
portion of the advertising expense.

No portion of advertising expense should be applied to prod-
ucts, in line or type, which are sold to manufacturers, or, where
the sale is made without the aid of the advertising medium, such
as sales to mail order houses, special brand merchandise, or articles
sold without guarantee, or, more to the point, without company
identification.

Those advertising expenses created by allowances made to cus-.
tomers for local advertising, should appear in selling expense under
the Auxiliary Sales Department classification and should not be
construed as a branch expense.

Proper consideration should be given to advertising expenses
incident to a drive on a special product, or extraordinary expense
created upon introduction of 2 new line. In such cases the expense
may be prorated over several periods to avoid burdening the cur-
rent period’s sales with the full amount.

Basis “U™: NET Sares DoLLAR-Arr, DEALER Savks. -The ex-
penses under this division should be prorated to products in line
and type on the basis of relationship of the net sales in each
line and type of product to the total net sales (all dealer sales,
only).
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Administrative Expense Grouping

All administrative expenses should be prorated to products in
line and type on basis of relationship of net sales dollars, all sales,
in a line or type of product to the total net sales for the period.

These administrative expenses comprise the expenses of the
following departments:

ADMINISTRATIVE DEPARTMENTS Basis of Proration
61 President’s Department.................. .Net Sales Dollar-All Sales
62 Vice-President and General Manager’s De-
partment ............ w “
63 Treasurer’s Department..........-.vevesee “ “
64 Secretary’s DiviSION..vecvavrvrveennsrrnns “ “
641 Secretary’s Department...........ov.. “ “
642 Patent Department............-...... v “
643 Legal Departmetit...ovsvvsrevenenn “ o
644 Insurance and Tax Department...... “ “
65 Traffic Department ekt iberreraeaas “ «
66 Office Manager’s Dw:snon ........... teeae “ “
661 Office Manager’s Department........ “ “
662 Filing and Mailing Department...... “ “
663 Restaurant Department........ Ciees “ “
664 Office Garage Department.......... “ “
665 Library Department.......... Ceeen “ v
666 Telephone and Telegraph Department “ “
667 Information Desk Department...... “ “
668 Central Stenographical Department.. “ *
669 Office Employment Department...... “ “
67 Office Building Department..... breereraaea . “ “

71 Comptroller's Division........
71 Comptrollers Office General Depart-

...................... ererraanas

712 Systems Department.....ooevvsianes ‘ “ :
713 Auditing Division......ccvniiiieans “

7131 General Office and Factory “
Departent ....vvvivrvsisssones “

7132 Subndlary Company Depart- u W

7133 Branches Department.. “ “

714 Statistical Department........
715 General Accounting Division..
715t Branch Office Accountlng De-

artment ...... veirsssEerra
7152 Home Office Bllllng-Sales . u
Accounting Department..... cen

7153 General Accounting Depart-

...... XK P R Ry

7154 Invome Checking and Voucher
Department ....eceuvnsnsssessnss
7155 Subsuhary Companies’ Ac-
counting Department....... vavee
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ADMINISTRATIVE DEPARTMENTS : Basis of Proration
716 Financial Division............ eerees Net Sales DollareAll Sales
7161 Cashiering Department...... . “ “

en .
7162 Paymaster's Department,..... “ “*
7163 Credits and Collections De-
PArtment .....sveesverrecasccas “ “

Corporate Income and Finance Expenses

The expenses in the following grouping are those which are
classed as non-operating, but which in the calculation of selling
prices have to be taken into consideration. The expenses and the
methods of proration are as follows:

Corfomte Income and Finance Expenses

91 Corporate Income Credits

92 Corporate Income Debits

93 Corporate Finance Expenses

94 Provision for Income Tax (Federal)

All of the above expenses, with the exception of item noted
below, should be prorated to products, in line and type, on the
basis of relationship of the total net sales in each line and type
of product, to the total net sales of all products by all methods of
sale. The excepted expense is:

A—Account 915, Gamn or Loss on ForeiGN
ExcHANGE which should be prorated over product
sales to export accounts on a sales dollar basis.



APPLICATION OF COMMERCIAL EXPENSES
TO THE
COST OF PRODUCTS SOLD

The importance of properly applying expenses of doing busi-
ness to each commodity, by line of product, type of product and by
method of sale, cannot be overemphasized. In order to make
possible the clear portrayal of a uniform plan, the Accounting
Committee of the Rubber Association has recommended for use a
standard “Classification of General Ledger Accounts” and “Stan-
dard Methods for Distribution of Commercial Expenses.”

Through the procedure outlined, it is possible to obtain the
net profit realized on each commodity, by line of product, type
of product, or by method of sale. This net profit, determined
by deducting commercial expenses from gross profit, each of
which has been analyzed to products in line and by type, as well
as by method of sale, should be sufficient to pay all ordinary divi-
dends and, as well, a profit to the stockholders on their investment
in the business.

The following example outlines the statistical arrangement of
facts concerning ‘“‘past experience,” which should be helpful in
determining the prices at which merchandise should, on the then
existing conditions, be sold. {See following page.)

From the methods just outlined and the example given, the re-
lationship of commercial expenses to dollar sales for a past period
has been determined.

In the establishment of selling prices for the future, considera-
tion must be given to the facts revealed by past experience and all
known changed or changing conditions of the future.

Since selling prices must be established in advance of making
sales and since changing conditions and forecast of the future are
the predominate factors in the ascertainment of future “cost to
make and sell,” in the following procedure outline is made of a
method for ascertainment of the cost to make and sell and the con-
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ANy Russer Probpuct

Volume Rebates
Transportation,,.........,
Cash Discount on Sales. ...

‘Total Deductions........

Net Sales.oevvnrnonaeaansans
Costof Sales................

Gross Profit. coevivvennnvans

Selling Tx,
Branch Expenses..........
Pn]gu.matu: Casings & Tubes
ept
Tire Sales Manag’er s Dept.
Manufactu.rers Sales Dept
gm't Sales Dept.. .
sidiary Sales Dept
General Sales Manager 5
Dept.evencverrsineerans

Sub-Total........ovvves

Bpecific Ex:
Factory %arehouse & Ship-

Auxiliary Sales Department
Overhead
Branch Administration,..

Merchandise Distribution..

Sales Personnel, .,
Advertiging ... ..
Sales Research..

Sub-Total..............
Total Selling Expense........

Administration Bxpense......

Corporate Income and Fi-
nance:
Corporate Income Credits ..
8orporate {'tllgome ]}D;ehxts
orporate ance Bx;
Provision for Income ggnx
(Gain or Loss on Forexgn
Exchange.. .

Total Corporate Expense.

Total Commercial Expenses. .,

Net Profit........oounrannn

Dealers Mifrs, Export Sub’s
$10,500].. .....|[2,1000 .. .....|[3,250] .. 5,750
500| | | 160|270 "m0l 750
$10,000!100.0%||2,000/100.0% |{3,000(100.09;| {5,000/ 100.0%
0] Lo (i I
180 L8 Hooiif e I
150 vs M0 N O
2000 20 16 451
120 12 18| 8 12 4
$s00] s.0%|| 82| vewi| 75| 2zs%wll 1100 2.2%
$9.200; 92.0%||1.088) 98.29;|\2.025| 97.5%||4,800| 97.8
5870} 58.7 ||1.602 0.1 (2301 e 3%t aa8 Joo 7
$3.330) 33.3%|| 266] 18.3%|| 624| 20.89|| ses| 17.9%
gooo] 9.0 [ ol dleeen
150 1.5 PR A I
OO | T S | AN SR s
oot I 75 e
ol 30| 6
100 L0 200 1.0 a0l 1.0 50 1.0
s1.200| 120%]| =8| 199 108 a5zl sol 1.6%
1o 5|l 4 2 18] .6 15 .3
120 12 4 2 of 3 f...0..00
270| 27%|| 8 27 15 3
80 K] PR P S P
e R R - sl
300 3 6 3 9 3 15 3
150 1.5 [ P 6 - 2 | (U [P
s0 .5 |l 0 FURartR | SO0 POSNIRS
az0| 3.2%|f 12 6 24f .8 30| 6
s1790, 17.0%| 58] 29 || 156 5.2 [| 125 25
$300| 3.0% 6o 3.0 90| 3.0 || 150] 3.0
20)| (2 4| (2 a)| 2 || aol 2
sag (%) @) | Q) ¢ 8 % 2
g0 8 16 8 24 a0 8
120 12 24 1.2 ol 13 60| 12
..... . 8 .2 A
s240 2.4%]| 48 2.4 78l 2.6 [ 120 24
$3.130| 31.3%| 198 0.9 || 399l 199 || 508 101
31,000 10.0%|| 200 10.0 || 300{ 0.0 || s00| 10,0
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ditions to which attention tmust be drawn if that figure is to be
correctly stated.

Assuming a factory cost of $10 and as revealed by past experi-
ence a commercial expense of 31.3 per cent and an expected profit
of 10 per cent, the selling price would he ascertained as follows:

Selling Price............ [ .. 100.0%
Commercial Expense................ 31.3%,

Profit, . ...cciiii i 10.0 41.3
Selling Price Factor 58.7%

($10.00 + 58.7% = $17.03)

The recovery in such case being:

Selling Price, . .......oiuiiineeiinnaen. $17.03
Commercial Expense. ........... 31.3% $5.33

Costof Sales................... 58.7 1000 15.33
Profit 3009 cee oot i iee.. BLTO

Now assuming that profit was reduced to 5 per cent instead of
10 per cent and that the same other factors existed, Iet us see
what happens :

Recovery
Selling Price. . ..c.covvvvnenn.s 100.09, $15.70
Commercial Expense. . ... 31.3% $4.92
Profit................... 5.0 36.3 .78 5.70
Selling Price Factor...... 63.7% $10.00 Factory Cost

($10.00 + 63.7% = $15.70)

In this case we find that instead of recovering the same com-
mercial expense as under previous example, we lose the difference
between $5.33 and $4.92 or $.41; likewise profit, instead of being
one-half of $1.70 or $.85, is but $.78, a loss of $.07 ; the two losses
combined being $.48 thereby reducing the actual profit to $.30, or
less than 2 per cent on sales value, instead of the expected 5 per
cent.

The same inconsistency as pointed out is present, not only in a
condition of changing profit, but, as well, due to: -

a. An increasing sales volume, due to increases in prices.
b. A decreasing sales volume, due to decreases in prices,
¢. Fluctuating factory cost of product.
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d. The condition of expense ratio fluctuation, due to either
(a) or (b) ; natural increased or decreased sales activity;
fluctuation of factory cost or one or all combined.

It is the intention in elaborating the above to point out clearly
that past experience is but a guide in the ascertainment of selling
prices for the future, and that the conditions existing at the very
moment are the important considerations, and the ones which must
be utilized, if in the sales price it is hoped to recover the profit
which is anticipated.

There is no formula, or rule-of-thumb method, for the deter-
mination of selling prices and none will be attempted, other than to
point out that the factors should be expressed in relation to the
net sales figure {net sales for this purpose being construed gross
sales less returned goods).

Most rubber companies after considering past experience and
present conditions, arrive at the selling price by use of the follow-
ing formula or method:

Selling Price. . ...t i 100%,
Commercial Expense based on past experience
modified to present condition.............. 2309,
Profitdesired................. ..ol 1o
Total. . oiee e it i e, 0%
T o 60%,



DETAILED AND CONDENSED OPERATING
STATEMENTS AND BALANCE SHEETS

DgTaILED OPERATING STATEMENT

GROSS SALES (BLI-BL.2) s 4\ inet i ininne et eerinaneaeseeeannnneaanernen $00,000
DepucTions FROM SALES:
Returned Goods (82.1) ..ue.vvnirnionnennr o ciiiaiaiiinnnans $00,000
Allowances (L2 . uevrvninnrarrrrrrrnrnramnneocotoneaaassssrss 00,000

Adjustments (82.3) ... ..uuiiiiiirrrrrairiie iy 00,000
Excise Taxes (82.4) ..u.uuiiiuiiiiinrrescrineonnssonssesnnnensens 00,000
Volume Rebates (82.5) coui i o iiiiiirioricnnisarinrrisnirseneanns 00,000

Transportation (B2.6) ceu .. io vt evienneaesinsaconaosrnsnannnss 00,000
Cash Discounton Sales (82.7) . ......... . i iiiiiiiiirarrraans 00,000
Total Deductions from Sales (82.1-82.7) . oo vninniivnnnrarararcaaaass 00,000
NET SALES (81.1-81.2 minug 82,1-82.7) coe v\ et iniivireiiantotnranarrrasens 00,000
CoST OF SALES (83.1-83.2) vvr v vivrnrrentannreccesineaassnsn rteaiaaees 00,000
Gross ProrFiT (Net Sales minus 83.1-83.2) .00 vnniirnniiiinieniinnnnnnes $00,000
SBLLING EXPENSES:
Selling Salaries (85.12-B5.17) .0 v e ivnvivnriocrnnniiiannns $00,000
Office and Clerical Salaries and Wages (85.18-85.23)........ 00,000
Traveling Expenses Selling (85.24-85.26) .. ............v..- 00,000
Rental Expense (85.27-85.33)..c...ovvvvinernnrvnnrnnans 00,000
Pactory Warehouse and Shipping Expense (85.34).........- 00,000
Depot Expense (B5.35) .oc. . .uuruiiierssiaronossnsrnonnns 00,000
Branch Warehouse and Shipping Expense (85.36-85.48)..... 00,000
Office and Miscellaneous Expense (85.54-85.73)............ 00,000
Bad Debte (85.74) oovvivnniiiiianen veveaes . 00,000
Advertising (85, 758576} . voevvrvviiinnnnn voae 00,000
Total Selling Expenses (85.10-85.76) .evvo o viveunvirairarnasnnis $00,000
ApMIMISTRATION EXPENSBS
Administrative Salaries {86.10-86.28). ......v0eeriiiinaann $00,000
Traveling Expenses—Administrative (86.24~86.26}......... 00,000
Rental Expense (88.27-86.33) ..c. .ot vovninrvrinnnrrerines 00,000
Auto Expense (86.4486.48) ... .. ..ot iiiiiiiianan 00,000
Office and Miscellaneous Expense {86.56-86.73) . ........... 00,000
Corporate Expense (86.77-86.81) ... ...ooiiiiiiiinnies 00,000
Total Administration Expense (836.10-86.81)............ 000 . 00,000
Total Selling and Administration Expense (85.12-88.81)...0...0vvvninnene- 00,000
Nzt OPERATING PROFIT {Gross Profit minus 85.12-88.81)..0veeivneriruiaianss $00,000
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CorrPoRaTE INCOME CREDITS

Rent Received (91.1) ... cvoimrer i araninaasmnaa $00,000
Gain or Loss on Miscellaneous Sales (81.2) ........000vuues 00,500
Purchase Commission (81.3) «...ovvinin i iiievneenenss 00,000
Miscellaneous Items (91.4=91.8) ... vvivvvnnennnneveeannns 00,000
Total Corporate Income Credits.vvvvcvveenrnnnenenanaiiia.., $00,000
CorproRATE INcome DemiTs
" Pensions (02.1) tuciianiin i $00,000
Inventory Adjustments (92.2)...vonvviiiiiinaeinnan.. 00,000
K T 00,000
Extraotdinary Expenses (92.4) ... .....covviiiiiivinennnns 00,000
"Property Expenses (Extraordinary) (02.6).......cvvvvvnens 00,000
Miscellaneous Ttems (92.9) . oo ..ot iiiiiiiiiiiranass 00,000
Total Corporate Income Debits............vvrreemriiirrennns 00,000
Net Increase or Decrease (91.1-91.9, or 92.1-92.99) ..... .. ...ooveniinnn .. 00,000
CorrPoraTE PINaNCE EXPENSE .
Cash Discount on Purchases (83.2). ..o v iinevinavinannens 200,000
Tnterest Credits (83.3) . .« - «nronrvrnnenernnnnrannneneanerenensns 00,000
Interest Debits (03.4) ... oo iui i e 00,000
Interest on Bonded Debt (98.8) .. ..o vviiiviuriinrneriiirieroans 00,000
Interest (Allied Companies} (93.8) ... viiiiiniriinnninn, 00,000
Total Corporate Finance EXpense .. .. .c.ovcv v vrnanncnsnuusannnserinsnn 00,000
ProFiT (0r Loss) Por PERIOD (81.1-83.6).........0000nvnnns eaemaaeriaias $00,000
PROVISION POR INCOME TAXES (B4.) . i 0vvvvununriiesnercraancsaarinininien 00,000

NET ADDITION TO SURPLUS AccounT (79.11)

DETAILED BarLancE SHEEr—THE Ipeal Russer CoMPANY
Fiscal Year'ended December 31, 1924

ASSETS

CURRENT ASSETS
1—Cash, U. 8. Govetnment Securitids and Debts Receivable

L T 5 5 A $00,000
Marketable-U. S. Government Securities (12.)........... 00,000 $00,000
Notes, Loans and Acceptances Receivable (13.).......... 00,000

Notes Receivable Discounted (13.01) ... .ovvivunvvvun 00,000 00,000
Accounts Receivable

Customers (L.} ... ... ..ottt i i $00,000

Manufacturera (15,) ... .. .cor v i i s 00,000
B3 1 3 00,000

Total. o e i it e e $00,000

Less Reserves for Bad Debts (14.01-16.08} .. .......... 00,000 00,000
Miscellaneous Receivables

Controlled and Subsidiary Companies {17} ............ $00,000

Employees, Claims, etc., (18.) . oo oo oot onvnniiannn 00,000

Accrued Assets (19.) ... ... .., 00,000 00,000

Total Cash, U. 5. Government Securities and Debts Receivable (11.~
19.) civnrennnas PN et a e, $00,000
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2-—Merchandise, Materials and Goods in Process

Finished Goods on Hand at Factories (Own Make) (21.1}. $00,000
Pinished Goods on Hand at Branches (Qwn Make) (21.2). 00,000
Pinished Goods on Hand (Outside Manufacture) (21.3).... 00,000
R O O U 00,000 $00,000
Goods in Process (25.) 1. o vttt it ittt inaeaes 00,000
Materials and Supplies
MAESHAIE (26} 1n e ettt aerennanneee e rraanareen $00,000
Supplies (26.) ceo ittt it i i i e, 00,000
In Transit (27.) oo it iiieiairiaairoonacsannannn 00,000 ©0,000
Total Merchandise, Materials and Goods in Process (21.1-27.2)....
TOTAL CURRENT ASSETS (I11.=27.2)......vvuiiininnnivnnnnrirnnnnen
FixED ASSETS
3—Properties, Plants and Securities
Land (BL1) e uuuciceiiiiieroivnnsrrnnnneninannnes $00,000
Buildings (1.2} 1o evtvenrsoranieianeeaeieiaieans 00,000
Machinery and Equiptnent (31.3) . o..ovunuriiviunnnan 00,000
Molds, Cores and Poles, ete., (31.4-31.8).............. 00,000
Furniture and Pixtures (31.7).......... ... ... ..., 00,000
Avtos and Auto Trueks (318} ... ..ot u.. 00,000
Construction in Process (32.}..............oociiiin 00,000
Real Estate Branches and Warehouses (33.}........... 00,000
Furniture and Pixtures (Office) (34.).................. 00,000
Automobiles and Trucks (Office) (35.)................ 00,000
Real Estate (Other than Business Property) (36.)....... 00,000
Total. .t e e $00,000
Less Reserve for Depreciation (31.02-38.01)............ 00,000 $00,000
Securities
Stocks and Bonds of Subsidiary Companies (37.)..... $00,000
Capital Stock (Unallotted) {88.) veuurveiwerenno..- 00,000
Sinking Funds (39.1) ..o .o 00,000
Securities Outside Companies (39.2} ... vuvvvennnan 00,000
Mortgage Loans (39.8) ........ e aar i 00,000 00,000
Total Properties, Plants and Securities........... e ta e raan
4~—Prepaid and Deferred Assets
Payroll Advances [41.} ..., .. .. oo oinnnn i $006,000
Prepaid Insurance (42.). .. coveirirnrieicciaeeieanians 00,000
Undistributed Preight (43.)...... ... it 00,000
Prepaid Taxes (44.) ..o vt iivrcrnrrecrnnaeeeceanen 00,000
Prepaid Interest (45.) .0ovevi v vvrnrrrnianineececinennas 00,000
Improvements to Leaseholds (48.)... ........cvvvevennnn 00,000
Miscellanecus Prepaid Ttems (49.) ... 0 veevvvrnnnrronas 00,000
Total Prepaid and Deferred Ttems (41.49.) ..o oot iiiiiiia
TOTAL FIXED ASSBTS (31.1-4D.) . ve 0 ieiiin e iiiiie i anaan
5—Good-Will, Patents and Trade Marks
Patents (1) .o crivnsiinecr oo [, $00,000
Trade Marks (52,0 v uvr vt vrorrrneeamenroernneneaioinesiiiias 00,000
Trade Names {83.) .ov.uurinrnrrsvnrrnisnrsrrncerrannniannsas 00,000
TN R FU S, 00,000
Total Good-Will, Patents and Trade Marks (51.-54.). .................
TOTAL ASSETS (12.54.) c0t vt irniuainmnarinierninerinnesonninnns
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LIABILITIES

CurrENT LIABILITIES
6——Notes, Loans, and Acceptances Payable

Notes Payable at Bank (81.1) ..o vinnininiievnnnenn.. $00,000
Notes Payable (Other than Banks) (81.2)............... 00,000
Loans Payable (B13) ... ..c00viiiiieiiiinienenninonins 00,000 $00,000
Accounts Payable

Accounts Payable—Vendors (62.1) ... ....co v veieiaann, $00,000
Unclaitned Wages (BZ.21) s« vvvvrnreern o earearranans 00,000
Unclaimed Dividends (62.22) .. ...........coovivannas 00,000
Excise Tax Payable on Sales (82.3)..................... 00,000
Claims Payable (62.4) .. ..o vin e i s
Unaudited Invoices (B2.5).........ooviiiiiiiiiiniann.
Unrendered Invoices (62.8)
Contract Estimates Payable (62.7) . ..........ovoiven s 00,000
Employess’ Accounts Payable (62.8).................... 00,000
Miscellaneous Accounts Payable (62.9).................. 00,000
Acerued Payroll and Commissions (83.)................. 00,000
Dividends Payable (B4.) ..o vevirivourriarnnrnnsaroins 00,000
Accounts Payable—Controlled and Subsidiary Companies

[ T TP UPPPN 00,000 00,000

Accried Items

Accrued Taxes (B7.) .. .. .ooveiiiiiiiainiiiininainsnnnas $00,000

Accrued Tnterest (B88.) v oo oveineienicaronnsanarnnes 00,000

Accrued Ttems Miscellaneotus (B9.) vuvue v viinievreiases 00,000 00,000
ToTaL CURRENT LIABILITIES (B1.1-89.0).........ovviiiiiniinnnnnnn

7—Fixep LiaBILITIES

Punded Debt
First Mortgage Ten-Year Gold Boads (71.11)............ $00,000
Subscriptions to Bonds (T1.12) ... oottt siinniuns 00,000
Reserve for Sinking Fund Bonds (71.13) .. .............. 00,000
040,000
Less Subscribers to Bonds (TL.OL)}............ PO .o 00,000 00,000
Capital Stock
Preferted (72,00 oot v s $00,000
Common (F2.2) v v v vvvrns et ierareaearanreneaannan 00,000
Subaeriptions to Preforred Stock (72,4} ...c. ... oo o ... 00000
Subseriptions to Common Stock (72.5).......... ... .. 00,000
$00,000
Less
Treasury Stock-—Preferred (72.01) o0 vevno...0 $00,000
Treasury Stock—Common (72.02).............. 00,000
Subscribers to Preferred Stock (72.03).......... 00,000

Subscribers to Common Stock (72.04)........... 00,000 00,000 $00,000

Total Funded Debt and Capital Stock (71.11-72.5) .0ue v iivevvinaennnns .
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REsERVES, ProFIT AND Loss—SURPLUS

General Reserves (T4.) oo v ovvivevinnnnvirraiaernianesoinnnenenns $00,000
Surplus
Unappropristed
Sutplus Unappropriated (7011} .. o0 vune e ciannaaaan s $00,000
Less Dividends Paid (79.01). .............. [N 00,000 00,000
Appropriated
Capital Stocl Donated (78.51) ... ....oovvevniviannnn, 00,000
Surplus through Revaluation (79.52) ..vvvvvrniavrnnnn 00,000 006,000
Total Reserves, Profit and Loss—Surplus (74.-78.52) .......cvvvinivnnnns $00,000
Total LiABILITIES AND CAPITAL (B1.1-T8.562) . 0vnrnrreranennniinn, $00,000

ConNpENSED OPERATING STATEMENT—THE IpEAL RUBBER COMPANY
Fiscal Year ended March 31, 1925

Gross Sales (BI.) vu.uuuivreiiueiiannnnernarnsnnransrrtosarsanrassrnsanann $0,000
Less
Returned Goods, Allowances, Adjustments, Excise Taxes, Volume Rebates,
Transportation and Cash Discount on Sales (82.)......ovvuiiiiiiinninanas 0,000
Net Sales (8. miniae 82.) . cui. it iiiii i iian et riirnnarannarsrerevrnrarns $0,000
Cost of Sales (83.)......... 0,000
Gross Profit {81, minus BZ.=83.) v, ov it viiirereverraroersrrnnernrarsorranes $0,000
Selling Expenses (85.) ccove v iviriarenniiierinans P, $000
Administrative Bxpenses (88.) .o iviiieiiiiieiaaiiearniiaenrarni. 000
Tatal Selling and Administeative Expense (85.88.) . vvveviiivivniininrnnns 0,000
Net Profit from Sales {Gross Profit minus 85.-86.} ...oooovvvir e oo $0,000
Corporate Income Credits (1) .. .. .ovuirie e ieiarnierarannnnen $000
Corporate Income Debits (92.) ... .o vi it i iia e 000 -
Corporate Finance Bxpenses (93.). . ..o oottt iniriininnnns 000
Provision for Income Tax (Federal) (84.) . oo iiiiiii i 000
Total Other Income and Bxpenses (B1.-04.) . .ov'vvririiiiirriranrnnnnss 0,000
ProriT (O LOSS) FOR PBRIOD .. .cotivvurneinerunnnrrrsntancnrrnriosnsness $0.000

CoNDENSED BarAnceE SHEeT—THE IpEAL RuBBER COMPANY
Fiscal Year Ended December 31, 1924

ASSETS

CURRENT ASSETS
1—Cash, U. S, Government Securities, Debts Receivable

LT 5 $00,000
Marketable U. 8. Government Securities (12.}........... 00,000
Notes, Loans, and Acceptances, Receivable (13.)......... 00,000
Accounts Receivable (14.-19) .. vvivvvienninniinennnnn, 00.000 $00,000
2—Merchandise, Materials and Goods in Process
Finished Goods {21.) .o e oo e $00,000
Goods in Process {25.) v. .o vv e iinrivricaaaanananenaa. 00,000
Materials and Suppliea {26.) ... .. oo 00,000
Materials and Supoplies in Transit (27.) .00 0vniiannninsn 00,000 00,000

ToTaL CURRENT ASSETS (1827 ). o ciiiriirininriinrornnranssnnsan $00,000



212 MANUAL OF ACCOUNTS

FixEp ASSETS
3—Propertied, Plants and Secorities

Land (310 e v i i e e e e ey aaaaan $00,000
Buildings (31.2) ve v it e e, 00,000
Machinery and Equipment (31.3) . .......00vvvnnuurinnn 00,000
Molds, Cores and Poles (31.4) .. .....cvvvnviiniiiannans 00,000
Miscellaneous (31.5-36.1) v vev e oiiieiiiearunnannnns. 00,000
$00,000
Less Reserve for Depreciation (31,02-36.01)............. 00,000 $00,000
Securities
Stocks and Bonds of Subsidiary Companies (37.)....... $00,000
Capital Stock (Unallotted) (38 ......vvvevevivnn.n 00,000
Sinking Punds, Securities, Mortgage Loans (30.}....... 00,000 00,000
Total Properties, Plants and Securities (31.-39.) ............. $00,000
4—Prepaid, Deferred and Miscellaneous Assets (41,-49.9)........... 00,000
ToTaL FIXED ASSETS (B1.40.0) .. ittt e
5—GooD-WiLL, PATENTS AND TRADE MaREs (51.-54)................0000s
TOTAL ASSETS (1154 ) 4 cin ittt it ettt i e it enanaianaaanreas
6~—CuURRENT L1ABILITIES .
Notes, Loans and Acceptances Payable (61.)....................... $00,000
Accounts Payable (B2.) .. vuvuneirarinsrecrnnnararanrasnnrnnsnan 00,000
Accrued Payroll (B3.) ... ..0vviuiaurienennarinrerarseseaanaaass .. 00,000
Dividends Payable (64.) .. oov o vvinen i i iaeaiianas 00,000
Accounts Payable—Controlled and Subsidiary Companies (66.)...... 00,000
Accrued Taxes and Interest (B7.68.} ... .covvviinunneiinanennnna. 00,000
Miscellaneous Items Payable (69.)............... e, 00,000
ToraL CURrReNT LiaBieaties (61.~60.)...............0oiieieiana...
7—Fixtp LiABILITIES
Puumded DBt (TL) «vn e ee et e e ee e ee e e e e e $00,000
ToTAL FIXED LIABILITIES (T1.) ciiinnin i onn iiieaeeiaaeanenanns
7-—CAPITAL STOCK AND SURPLUS
Capital Stock {T2.) .« oo ittt et i e i a e 300,000
General Reserves (T4.) .o oo e e . 00,000
D T R 00,000
Unappropriated (78.1) .. ..ot i 00,000
Appropriated (ThE) . e v ii it e 00,000
ToTtaL CAPITAL STOCK AND SURPLUS (72.79.) ... ...... ... ... .......

TorTaL LiABILITIES AND CAPITAL (Bl—79.).....vvivvsvininennnnann.
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BUDGETARY CONTROL

Much has been said concerning budget systems and budgetary
control. A vast amount of literature is now available outlining
principles and individual practices concerning budgets. However,
little has been said concerning the detailed mechanics for operat-
ing this systern. It is one thing to say that all operations should
be budgeted but quite another when attempt is made to accomplish
in actual practice the budgeted allowances. The psychological
effect in the setting of a budget for each activity is good, but if the
individual, without permission, exceeds his budget the practice is
bad and in a measure defeats the very purpose for which the
budget was created.

It is granted, of course, that it is quite impracticable to deter-
mine trends definitely. However, if proper consideration is given
to the recovery of fixed expenses on a minimum volume of busi-
ness, it is believed that each activity may be satisfactorily prede-
termined and held closely to the budget limits.

One of the outstanding authorities on budgetary procedure very
properly says that the need of a budget system can be construed as
a basis:

1. To establish responsibility

2. To effect accountability

3. To estimate probability

4. To determine advisability

5. To insure desirability

6. To check up ability *

The advantages that are claimed for budget making may be
summarized as follows:

1. Everyone in the establishment will have a definite goal for
attainment.

2. Sales and production plans can be coordinated with finan-
cial resources.

215
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3.

4,
3.

6.

7.

8.
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More continuous operation and greater regularity of em-
ployment can be provided.

Products, processes and equipment can be standardized.

Costs can be used for purposes of contrel rather than as
historical information.

Reduction of waste will be encouraged by the maintenance
of better balanced inventories; by instituting wage pay-
ments based upon results; by assigning responsibility for
expenditures,

Taken in conjunction with the business cycle, the budget
will give warning when to be cautious and the cue when
to go forward with manufacturing plans.

At all times the budget serves as a measuring stick to com-
pare actual performances with promises and standards,
showing not only what may be done but what should be
done.

The essentials of a properly prepared budget plan may be
summarized as follows:

1.

b

o

7.

8.

Careful estimate of sales based upon previous years' ex-

perience tempered by immediate business situation.
Scheduling of production in keeping with sales estimates.
Careful gauging of material requirements.

-Establishment of standards of labor performance.

Careful analysis of expenses with limits set for auxiliary
services, such as power, maintenance and delivery.

Provision for funds to carry through projected sales and
production programs.

Provision for checking and revising standards by per-
formances.

Predetermining of’ profits and losses,

Budgetary control is essential in operations of every member
company. Budgetary control is successful to the extent only that
it is properly launched and the person placed in charge is equipped
with authority and facilities sufficiently that he is in a position
strong enough to govern its operation.

The person in charge of budgetary operations should be re-
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sponsible only and report directly to the president of the company.
The budget committee should consist of representatives of the
three major divisions of business—sales, production and finance.
The budget should be constructed and be broken down for

operating purposes into the following major classifications:

1. Operating budget

2. Material requirements”budget

3. Property budget (to cover plant additions, only)

4. Financial (cash) budget

The person in charge of budgetary operations should have
general control and supervision over the preparation and the
execution of the budgetary program, It should very forcibly be
brought to the attention of everyone that no obligation may be in-
curred in excess of current budget allowances, excepting after
written authorization and approval by the budget committee or
other designated authority empowered to pass on the expenditures
in the interim. This most important order should apply to all four
classes of the budget.

The budgets, including the estimated balance sheet and operat-
ing statement, should be prepared for the length of the fiscal period
by months. In addition, there should be prepared for operating
purposes a monthly budget. The current actual figures of accom-
plishment should be compared with this monthly operating budget.
These reports should be the source of information for considera-
tion at the meetings of the budget committee, so that they may
ascertain the degree to which the predetermined position is being
~ met and the reasons for abnormalities. Schedule P (page 248)
outlines a form which may be utilized for purpose of comparison
of acttial expenditures with budget allowances,

Tt is the profound belief of the members of the Accounting
Committee of the Rubber Association that favorable action on the
part of executive heads of manufacturing companies with respect
to the principles herein recommended concerning organization for
budgetary procedure, will tend to solve the majority of the difficul-
ties both as to installation and operation,

The following has been prepared with the viewpoint that actual
illustrations will bring out more clearly the principles than will an
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elaboration of words.

for the period.
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The budget schedules will appear in order as follows:

Schedule A.

Schedule B.

Schedule C.

Schedule D,
Schedule E.

Schedule F.

Schedule G.

Schedule H.
Schedule 1.

Schedule J.
Schedule K.
Schedule L.

Schedule M.

Schedule N.
Schedule O.

Schedule P.

Schedule A. Forecast of Sales Units and Calculation of Sales

Forecast of Sales Units and Calculation of -
Sales Value of Products

Forecast of Finished Goods and Goods in
Process Inventories and Production Re-
quirements

Breakdown of Factory Cost for Goods in
Process

Forecast of Factory Payroll

Forecast of Direct Material Budget and In-
ventory Requirements

Forecast of Factory Indirect Materials and
Supplies Budget and Inventory Require-
ments

Budget for Factory Departmental Over-
head

Forecast of Insurance, Taxes, etc.

Forecast of Selling, Administrative and
Corporate Expenses

Miscellaneous Adjustments

Budget for Plant Additions

Forecast of Collections from Accounts Re-
ceivable

Estimated Profit and Loss Statement

Cash Budget _

Estimated Balance Sheet End of Budgeted
Period

Comparison Form Budget vs. Actual
Amounts Monthly and to Date

Value of Products

The start of the budget system lies primarily with the sales de-
partment whose function it is to estimate the sales which will be

Therefore in connection with each of the
following schedules there is outlined procedure for determining the
factors which go to build up that schedule and also its function and
tie-in with other schedules making up the complete budget program
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made in the budgeted period. This report summarized is the fore-
cast of sales which the sales department desires and deems possible
during the next budget period. In the preparation of this estimate,
information of various kinds must be considered, which informa-
tion may be classified under the following general headings:

1. Knowledge of general plans and policies of the business
2. Knowledge of trade conditions
3. Knowledge of the amount and nature of previous sales

No arbitrary classification of sales data can be given since the
analysis and classification made should be determined by the in-
formation desired by the various functional managers. It is safe
to say, however, that in planning for the future the sales manager
will desire sales to be classified in some or all of the following
ways :

By commodity or department

By terms of sale

By method of sale

By method of delivery

By territory of customers

. By salesmen

By volume of sales to individual customers
By nature of customer

By rush versus normal deliveries

WHNO B e

Statistical records of sales of previous periods are of import-
ance in preparing the sales budget. Those concerns which keep
detail statistical records showing past activities in sales have a very
valuable adjunct in preparing the sales budget.

Where a company operates branches, it is necessary for each
branch to compile a separate sales budget, these branch budgets
when approved being consolidated by the sales manager at the
home office into the general sales budget.

The sales budget for a rubber company should probably be
broken down as follows:

1. By commodities or commodity groupé
2. By customers
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3. By salesmen
4. By territories

_ The sales should further be broken down by type of customers,
somewhat as follows:

1. Dealers

2. Manufacturers
3. Export

4, Subsidiaries

Schedule A, which follows, considers but one product, pneu-
matic casings. The schedule is a summarization of all the data
recetved from branches or home office selling departments concern-
ing the product. From past experience, tempered with immediate
information, the number of units of the product by size are priced
at the prevailing or expected selling price. This commedity then
is averaged per unit in order to obtain the composite average seliing
price of a unit, regardless of size.

Rubber products, insofar as sales forecasts are concerned, may
definitely be divided into two classifications:

1. Those sales where with a reasonable degree of accuracy
the product classes may be determined by units in size
and type,

2. Those sales where it is not possible to determine units in
size or type which will be sold and where the sales fore-
cast at best will consist of estimated sales dollars by
major groupings.

Products in the first classification should follow method of
breakdown hypothetically suggested for tires. Products in the
second classification while not possible of breakdown to the degree
suggested for products such as tires, the estimated sales dollars may
be analyzed generally into requirements, for labor, material and
overhead and in that manner budgeted by referring to past experi-
ence and incorporating into the new estimates any known new con-

_ditions concerning types of products and trends.

Also from past experience and consideration of present factors,

the sales are estimated by monthly periods. By reference to the
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ScHEDULE A, Forecast oF SALES UNrTs AND CALCULATION OF SALES
VALUE oF Propucts

PropucT BREAKDOWN BY SI1ZE

PNEUMATIC CASINGS
Billing Price Value
Size Per Cent

8081, .., 60 $ 7.00 $ 420.00

52 3 3 7.50 22.50

314, ... e 5 8.00 40.00

5 10 10.00 100.00

334, ... 2 12.00 24,00

B, . .., 2 14.00 28.00

82414 . . e 2 18.00 36.00

8343 . i i 1 20.00 20.00

B441 . . e 3 22.00 66.00

3543 .. e 1 24.50 24.50

36414, .. 1 26.00 26.00

83-5. .. i 4 28.00 116.00

34-5. . i 1 32.00 32.00

ke 5 35.00 175.00

100.0%, $1,130.00

EsTIMATED SALEs BY MoONTHS

Month Per Cent Units Sales Value
anuary. ......... R 5.0 50,000 $ 565,000
ebruary. ... .ooviieann 6.0 60,000 678,000
March........coovvunnnn. 8.0 80,000 904,000
April...... e 2.0 90,000 1,017,000
May....ooveeeiiiniinnn 9.5 95,000 1,073,500
N . . ot v i vnerrrenrrnnns 9.5 95,000 1,073,500
(515N [ 10,0 100,000 1,130,600
August.................. 12,0 120,000 1,356,000
September. .............. 10.0 100,000 1,130,000
October.................. 8.0 ,000 804,000
November............... 7.0 70,000 791,000
December................ 6.0 60,000 678,000
Total...... Cetieieaan 100.0 1,000,000 $11,300,000
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statement, it is estimated that 5 per cent of the year’s business will
be done in January, whereas in August 12 per cent will be the
figure.

When the sales estimate has been finally prepared, it is neces-
sary for the budget committee to ascertain the inventory position
which they wish to hold in finished goods at the end of any period
and from this point to work backward in order to ascertain the
number of units required from the factory in each period, so that
the factory may be advised the number of units which they are
compelled to start in production, in order to make those deliveries
of finished product and also to end the period with a given number
of units in process so that they may meet the future requirements.
Schedule B definitely outlines procedure necessary to obtain that
requirement.

If more than one product is sold a separate schedule or fore-
cast should be prepared for each and be consolidated after sum-
marization into the budget.

Schedule B. Forecast of Finished Goods, Goods in Process
Inventories and Production Requirements

By reference to the accompanying schedule, you will gain that
production requirements periodically by month are built up in
units ; the starting unit being the number of finished goods on hand
and in process at the beginning of the period. The estimated sales
as obtained from Schedule A should then be inserted on this
schedule by months and in addition the inventory on hand and in
process at the end of the six months’ period is calculated and in-
serted so that during the period the amount is arrived at which it
will be necessary to produce in order to meet all these demands.
As nearly as possible from this point, units of production are equal-
ized by months in order that a more constant employment of labor
may be had and as well efficient use be made of plant facilities.

From this point on schedules break down the composite unit
cost of the finished production units during each month and are
then reclassified and rebroken down for purposes of construction
of operating statements and cash requirements.
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Schedule C. Breakdown of Factory Cost for Goods in
Process

From the forecast of sales budget Schedule A is calculated the
factory cost of the composite average unit. This factory cost
should be obtained by reference to past experience in cost, tempered
by immediate or estimated changes, such as increased or decreased
labor cost, increased or decreased factory overhead or fluctuation
in material cost. For the purpose of obtaining material cost, the
inventory of raw materials at the beginning of the period should
be considered with the commitments for materials and the esti-
mated requirements which will have to be purchased beyond this,
to meet a2 production program as represented by the budget. This
equalized material cost price, which should be arrived at by the
addition of all quantities at actual or estimated cost price as repre-
sented above, should be used as the material cost.

By referring to this schedule it will be noticed that the units
finished in factory are those arrived at from Schedule B which be-
ing priced at the composite unit factory cost at $6.78, represents the
amount of money estimated which will be the value of units pro-
duced during each month of the budget period. This total cost
should then be further broken down into labor, material and over-
head elements.

From this budget a separate schedule should be laid out for
direct labor and direct materials, which of course in their prepara-
tion consider the accrual or the inventory position at the end of
each period-—this also applies to indirect materials. The bafance of
the overhead budgets are woven into its proper schedule or where
no inventory is required directly into the cash budget, excepting of
course non-cash items,

Schedule D, Forecast of Factory Payroll

This schedule provides first for the accrued payroll at the
beginning of the budget period, which has a hearing on the cash re-
quirement for payroll. The factory direct and indirect labor pay-
roll requirements of each month are determined from Schedule C.
The labor requirements concerned with plant additions are ob-
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tained from Schedule K. The accrual of payroll, estimated at the
end of each month, should be deducted in order to arrive at the
amount of cash required for payrolls during the period. It will be
seen that this forecast of factory payroll includes indirect and plant
addition labor as well as direct labor, all of which items appear
either on Schedule C or K.

Schedule E. Forecast of Direct Material Budget and In-
ventory Requirements

By reference to the balance sheet at the beginning of the period,
it will be seen that the inventory of direct materials is represented
by $380,000. The next calculation is the inventory position at the
end of each period, which for purposes of this study is considered
to be one month’s supply on hand at all times. From Schedule C,
Breakdown of Cost of Finished Product, the value of materials
required in production of finished goods will be obtained. The
total inventory at the end of the month and the amount consumed
in production of finished goods is represented by $866,145, which
subtracted from this, the inventory at the beginning of the month,
represents a figure of $486,145, which is the value of material
which should be received into factory stores during the month in
order to meet this inventory position and at the same time, have
sufficient materials on hand to meet the demands of subsequent
production programs. Each month in its turn should be calculated
likewise.

For purposes of the cash budget, it is assumed that the out-
standing accounts payable at the end of each month is equal to 50
per cent of the value of material receipts during the month and
from this premise the cash reguirements for direct materials is
made a portion of this direct material budget.

For further purposes of control, the direct material budget
should be broken down into types of materials in quantities and
dollar value, and in this manner a better control effected over the
purchasing department as to their commitment situation. In this
manner tnaterials are controllable from the turnover hasis.

Important: It is usual practice in the rubber industry to equal-
ize the price of raw materials periodically by averaging the value of
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initial inventory, commitments and further requirements at esti-
mated purchase price and to use this equalized price in costing
products. In the preparation of this budget, effect has not been
given to the accounting control which should be effected as follows:

Initiate a material reserve account and over the period of the
budget charge or credit all differences between equalized prices and
actual purchase prices at time of issuance of materials into pro-
duction. Periodically, theoretically, this material reserve account
should balance.

Schedule F. Forecast of Factory Indirect Materials and
Supplies

The same procedure as appears under Schedule E, Direct Ma-
terial, applies likewise to this schedule. In other words, the re-
quirements or receipts during the period are obtained by reference
to the inventory at the beginning of the period and the factory re-
quirements during the period as obtained from Schedule C, Break-
down of Cost of Finished Product, for indirect materials required
in the operation of the plant during the period.

Schedule G. Budget for Factory Departmental Overhead

It is very important that the breakdown of this budget follow
the departmental line-up and that the responsibility fall directly to
the foreman or division superintendent of each department.

This budget is prepared, of course, after consideration of the
production schedule and by review of past accomplishment.

Considerable of the indirect expenses of a factory are controll-
able and proper incentives should be instituted, so that the best ac-
complishment may be had in the relationship of overhead to other
production costs, In this regard, the institution of standard over-
head rates would be the best procedure in that production from
month to month is not constant, the budget having been prepared
for a period of six months. This is important particularly when
more than one product is being manufactured. The result should
be measured not by any one particular month’s actual overhead
cost, but by the volume of production over a series of months cal-
culated at a standard overhead rate.



BUDGETARY CONTROL

231

ScrEpULE G BUDGET ForR FacTorYy DEPARTMENTAL OVERHEAD

Period January 1 fo June 30, 1925

Dept. No. 1|Dept. No. 2 Ete. Total
Indirect Labor
Supervision Salaries, ....| § 3,000.00 $ 40,500.00
Oﬁice and Clerical Sal-
................. 1,500.00 20,450.00
stc Indlrect Labor..... 1,329.10 17,430.00
Development and Testing
Labor..........oooooof vuenat, 3,750.00
Waiting Time. . 50.00: 1,160.00
Industrial Relations Labor. . 120.90 1,407.00
Power Division Labor.. ....| ......... 13,750.00
Receiving—Storing—
Shipping Labor. ......} ......... 16,420.00
Repairs and Maintenance, . 475.10 8,250.00
Total................ ¥ 6,475.10 $123,057.00
Indirect Materials and Sup-
plies. ......vvevnnininn, $ 6,752.40 $164,076.00
Direct Departmental Ex-

PEOSE. .vvicvnniiinn 2,750.00 82,038.00
Repaus and Maintenance..| 3,125.10 82,088.00
Pixed Expenses

Depreciation..,......... $ 3,008.00 § 82,038.00
Insurance. ............. 426.75 31,000.00
Tages. .. .vvviivecnnnins 243.60 10,019.00
Redistribution of Power 20,580.00 $164, 1076.00
Total...ovievennnnnn. $43,360.95 $738,342.00

Bach department prepares its own budget based on past experience tempered with

estimated future operations.

Each department should be budgeted separately for statistical

purposes; the summarization being woven into the operating and
cash budgets.

Schedule H. Forecast of Insurance, Taxes, etc.

The expense item of insurance, taxes, etc. appears as an item
of factory overhead. For convenience in following figures all of
this period expense is scheduled to factory cost—reference
Schedule C. In practice the amount would be specifically applied
to either factory, selling or administrative cost. The function of
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Screpute H. Forecast oF INSURANCE, TAXES, ETC.

Accrual January 1st. ... .vurrrnoree ittt # 8,000
Cost during period Sch. “C . . .. i e 41,019
B 170 R $49,019
Acerual June 80, 1025, . ... ... i $12,000
Payments during period. e $37,019
To be made as follows:
Teray 18- B
April 15. ..o 12,
B =71 $37,019

this statement is the provision for the cash expenditure for this
type of expense during the period; consequently it will be seen
that the accrual at the beginning of the year and the estimated
accrual at the end of the year are considered in order to arrive at
the cash outlay during the period. The cash requirement for the
full period, which probably will be paid in two or three bites dur-
ing the period, at irregular times, necessitates separate treatment
and this separate schedule.

Schedule I. Forecast of Selling and Administrative and
Corporate Expenses

These expenses should be budgeted separafely by divisions as
follows (see Schedules I-a to I-e):

A. Selling Expenges

B. Administrative Expenses

C. Corporate Income Credits

D. Corporate Income Debits

E. Corporate Finance Expenses

Selling expense budgets should be prepared for each home
office selling department, branch or district. The expenses of each
should be divided into product classification and as well into types
of product and method of sale.



Branch Warchouse and Shipping Expense

85.36 Salaries—Stock Clerks. .. ...........ccoviinn. $12,500
.37 Packing and Shipping—Labor. . ........_..... 6,080
38 Packing and Shipping—Supplies. . ............ 3,020
.39 Stock Handling Expense 1,800
40 Taxes on Stock. ........ e 1,900
Al Insuranceon Stock. . ... ... Lol 2,500
42 Outside Storage Space (Other than Depbts). ... 5,075

43 Cartage and Trucking. ...................... 3,080
44 Auto and Truck Mamtenance ................ 12, 200

A5 Gasolineand Ol . ....cioieiiiiiiiiiinnes 6,080
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ScHEDULE I-a. FoRecast oF SELLING EXPENSES
Salaries

85.10 Salaries—Executives........ ... ...l $20,000
.11 Salaries-~Department Managers and Assistants. 32,600
.12 Salaries—Branch Managers and Assistants. . ... 25,000
.13 Salaries—Salesmen. .. ......cci i rreii e 57,270
.14 Commission—Salesmen. . .........cvivirvnnns 34,500
.15 Commission—Agents. .............oouvunun.. 5,600
.16 Commission—Brokers. .. .................... 3,800
.17 Training Expense—Salesmen. ................ 9,000
.18 Salaries—Adjustors............. ... ..o 12,000
.19 Salaries—Office Managers. . .........c.c..n... 16,000
.20 Salaries—Credits and Collections.............. 12,000
.21 Salaries—Stenographers.. . .......... .. ... ... 17,500
.22 Salaries—Clerical General.................... 20,000
.23 Salaries—Chauffeurs and Drivers. .. .......... 7,500

57 U $272,670

' Traveling Expense

85.24 Traveling Expense—Executives. . ............. $32,000
.25 Traveling Expense—Salesmen. ............... 92,500
.26 Entertainment Expense. . .................... 15,000

B 7 U D $139,600

Rental Expense

B8 27T Rent. ..ottt i e i $42,500
28 Losseson Leases. . ........... ... ... 1,000
.29 Maintenance and Repairs to Buﬂdmgs ......... 3,000
30 Taxeson Buildings. . .............. ... .. .c.... 2,000
.31 Insurance on Buildings. . . ............... ... 2,200
.32 Depreciation on Buildings. . .................. 1,500
.33 Heat, Light, Power and Water, .............. 3,000

Total. .ottt e e e $55,200

85.34 Factory, Warehouse and Shipping Expense. ..., 37,300

8535 Depbt Bxpense. . .......ccovviinienennnniian, 47,600
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.46 Tires and Accessories. _.......ouuuuns ... $1,800
A7 Depreciation Autos and Trucks ces 2,050
48 Miscellaneous Auto Expense.................. 2,000
Otal s v v eeeesev s aneaaceeeaaaeeeatsssaseriasannan $67,085
Office and Miscellaneous Expense
85.54 Samples. .. .. e eee st 800
.55 Losses on Finished Goods. ................... 1,200
.56 Postage General, . ................c.oioiaian 4,050
.57 Employment Expense. ... ................... 300
.58 Employees’ Compensation Insurance. ......... 3,075
.59 Premiums on Surety Bonds. . ..., ... ........ 6,000
.80 Stationery and Office Supplies. . .............. 12,500
.61 Telegraph and Telephone. . .................. 9,075
.64 Furniture, Fixtures and Equipment Expense
85.641 Maintenance and Repairs. ............. 1,020
642 Taxes..........onnn et ieaeeeaaa
B43 I0surance. .. ...ooiiniiiiie i 1100
. Hation. . ..ooein i 1,350
.85 Duty on Incoming Shipments................. 5
.66 Freight and Express (Other than on Finished
Goods). .ttt it c i 200
.69 Credit and Collection Expense................ 4,080
.70 Books and Periodicals. . . ................. .. 1,000
71l Duesand Donations.........oovvviinieuns, 2,075
.72 Sales Service Expense, ................... ... 4,500
.73 Miscellaneous Undclassified.................... 3,000
Total. oot et it it et e e 56,725
Bad Debts
85.74 Bad Debts. - .. vvrneiietir s 18,500
=1 Y Rt 18,500
Advertising
85.75 Salaries—Advertising Manager and Assistants. . 18,000
.76 Advertising Expenses. ... ... ... . et 120,000
= - R $138,000
)\ S O DA $332,480

These expenses ehould be broken down on & monthly basis in accordance with the de-

gartmeutal or branches lay-out. A separate schedule should be provided for each uct

y type and by method of sale, Summarization should be made of all the product budgets
80 that they may be effected on the cash budget,

Administrative expense budgets should be prepared for each
separate administrative department.

In the preparation of the budgets appearing above reference
should be made to Section 4, page 183, dealing with “The Compila-
tion and Distribution of Commercial Expenses.”
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For those expenses which are special in nature, when payment
is not to be made currently, effect should be given to the payment
dates in the cash budget by preparing an auxiliary budget develop-
ing the periodic dates upon which payment will be made so that the
cash will be provided for when required.

ScuepuLe I-b. ForrcasT oF ADMINISTRATIVE EXPENSES

Administrative Salaries

£6.10 Salaries—Executives. .. ... ... oeiireiiniann $120,000
.11 Salaries—Dept. Managers and Assistants..... 60,000
.19 Salaries—Office Ma.nagers .................. 30,000
.21 Salarjes—Stenographers. . ... ... ..t 25,600
.22 Salaries—Clerical eral .................. K
. .23 Salaries—Chauffeurs and Drivers............ 8,200
LOtal. e ettt e i i it i $286,300
Traveling Expense-—Adminisirative
86.24 Traveling Expense. .........o0vcmnenrinannan 12,750
.26 Entertainment Expense. ................... 16,500
B = 1 20,250
Rental Expense
86,27 Rent, . ..o it iainirnaan 20,000
29 Maintenance and Repairs to Buildings....... 1,000
B0 Taxeson Buildings. . . ..............ovvuntn 800
.31 Imsurance on Buildings, ................. ... 1,200
.32 Depreciation on Buildings. . ................ 1,400
.33 Heat, Light, Power and Water. . ............ 5,750
B s - ) 30,150
Auto Expense
86,44 Auto and Truck Maintenance. . 2,760
45 Gasclineand Oil. .. .......... .. 3,080
46 Tires and Accessories. . ....... 1,100
47 Depreciation Antos and Trucks 4,500
48 Miscellaneous Auto Expense. ............... 760
B S 12,180
Qffice end Miscelianeous Expense
86.56 Postage General. . ............iiniii s 8,600
.57 Employment Expense. ..................... 500
.58 Employees’ Compensation Insurance......... 2,075
.59 Premiums on Surety Bonds. ................ 1,500
.60 Stationery and Office Supplies............... 9,600
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.61 Telegraph and Telephone. .................. $4,780
.62 Tabulating Machines—Rental and Supplies.. . 5,600
B3 House Organ Expense. .. .........o.vuuuens 2,700
.64 Furniture, Fixtures and Equipment Expense
86.641 Maintenance and Repairs............ 370
B2 Taxes. ..o cviii it 200
B3 Tnsurance. .. ......vviiinrnaees 600
.70 Books and Periodicals. . .............. 000l 1,000
JlDuesand Donations. .. ...coooeiinen ... 3,075
B ) $40,500
Corporate Expense
86. 77 Legal EXpense. ., . ..oviienniieennnannnann 8,000
8 Directors’ Fees and Expense................ 5,000
79 Conventions and Conferences, . ............. 15,000
B0 Patent Expense. . ..............cviiiinnn, 1,000
BlAuditing., ... oo it e e, 3,488
Total. . oo i e e i it 32,488
- $430,868

These expenses should be broken down on a monthly basis in accordance with depart-
mental lay-out and be summarized as indicated above for transfer to the cash budget.
In this way each department manager will have his own separate budget.

ScHEDULE I-c. Forecast oF CorPoRATE INcOME CREDITS

Bl1Rent Received. . .o.vuvin it iiiee e ii e iai s $360
2 Gain or Loss on Miscellaneous Sales
9121 SalvageSales. .............vviiirnniaan, $360
.22 Obsolete Finished Goods Sales {extraordinary).. 100
.23 Obsolete Raw Materials and Supplies Sales

91,231 Raw Materdals................c0nvuenn 200

232 Supplies. . .o v v e 300

24 Factory Salesroom (Gain or Loss)............. 100
29 Miscellaneous Sales. . ..........covviiiinns. 400 $1,460

3 Purchase Commission., .......vvvvrrininrererrrnnnessses

4 Dividends Received. ,..............oooiiiiiininon,
.5 Gain or Loss on Foreign Exchange....................... 1,000
B 8inking Fund Income. ... 1,500
.9 Miscellaneous Income Credits. .......................... 680
L 1 R $5,000

These credite should be broken down into the months in which payment is expected, on
a separate schedule, and be indicated on the cash budget.
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ScHEDULE I-d. ForecasT oF CorPoRATE INcoME DEBITS

2.1 Pensions. . ... ... it i e e e e £1,500
.2 Inventory Adjustments (Extraordinary)
92.21 Inventory Adjustments—Finished Goods... $1,200
.22 Tnventory Adjustments—Goods in Process.. 1,300
.23 Inventory Adjustments—Raw Materials
and Supplies

92.231 Raw Materials.............. $ 200
232 Supplies. .................. 1,400 1,600 4,100
.8 Taxes.
92.31 Capital Stock Tax (Federal).............. 1,400
.32 State Taxes (Franchise or Income) .. 600 2,000
.4 Extraordinary Expenses (Other than Property)........... 1,490
.6 Property Expenses (Extraordinary)
92.6]1 Extraordinary Expenses (Property)........ 2,060
.62 Demolitions, .. .. ......o. i, b80
.63 Transfers (Allied Companiesy.......  ......
.64 Extraordinary Experiments and Develop-
MEMES. . ottt e it s 600
.65 Loss or Gain on Sale of Autos and Frucks 1,200 4,430
.9 Miscellaneous Income Debits
92.91 Loss or Gain on Insurance Claims......... 200
.99 Miscellaneous Items. .. ......coviuunnnn ., 1,280 1,480
Total. c ot i i i i i e e $15,000

These expenses should be broken down into the months in which payment will have to
be made, on a separate schedule, and be indicated oz the cash budget.

ScaepuLE I-e, Forecast oF CorPORATE FINANCE EXPENSES

93.2 Cash Discount on Purchases. ... .........coooiviunnnn. ($6,000)
SInterest Credits. ..ottt e et {2,000)
AInterest Debits, .ottt i i e 108,000
SIntereston Bonded Debt. .. ... oviin e, 50,000
.6 Interest (Allied Companies). . ....ooovninetiinrninns wreennn

93.61 Interest Credits. . . ... oottt iies e
.62 Interest Debits. . .......... e ean i e e
Total. . ot e e s $150,000

These expenses should be broken down inte the months in which payment will
have to he made, on a separate schedule, and be indicated on the cash budget.
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Schedule J. Miscellancous Adjustments

This schedule is necessary to provide for non-cash items and
reserves concerned with in budget making which are injected
merely to effect a control and tie-in between the operating budget,
cash budget and estimated balance sheet at the end of budgeted
period.

ScEEPULE J. MISCELLANEOUS ADFUSTMENTS

Janu-| Feb- .
ary v March| April | May | June | Total

Materials and Supplies )
- in Transit.......... (3,000} | (3,000

Miscellaneous Items
Payable............ 2,000 | 2,000

Depreciation Charge-
able to Selling and
Administration Ex-{-

pense............ 1,327 11,327 1 1,327 | 1,327 | 1,327 | 1,327 | 7,962

Total............ 1,327 | 1,327 { 1,327 | 1,327 | 1,327 327 | 6,962

Schedule K. Budget for Plant Additions

The plant engineer should prepare this budget. In considera-
tion of the proposed production schedule for the period, effect will
have to be given to the units of production required, as expendi-
tures for additional machinery may be necessary, especially if
budgeted costs are calculated after contemplation of savings made
possible by proposed additional manufacturing facilities.

Each item on this budget should be given a separate authoriza-
tion number and separate costs should be calculated for each, so
that the attainment may be had and the over- or under-cost on each
particular order identified for consideration by the budget com-
mittee.

In the preparation of this budget estimate should be made of
the months in which expenditures are expected to be made, so that
the cash budget will provide the moneys as and when needed,
thereby not affecting the company working capital position.
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Schedule L. Forecast of Collections from Accounts Re-
ceivable

This schedule is prepared by taking the accounts receivable bal-
ance at the beginning of the period and adding to it the value of
billings of finished product during the period. Deduction should
then be made for the estimated balance of accounts receivable at
end of period which should represent so many days’ billings of
merchandise ouistanding and uncollected at any particular time.
In arriving at the number of days, consideration must be given
to terms of sale of each product. The difference will represent the
estimated credits to accounts receivable during the period.

The estimated credits to accounts receivable as obtained above
should be reduced by the amount of estimated deductions includ-
ing uncollectible accounts, which estimated deductions from sales
will not be received in cash but will deplete the estimated figure
to an amount representing the actual cash, estimated, which will be
received.

Schedule M, Estimated Profit and Loss Statement

This statement is built up after consideration of data appearing
on previous schedules and summarizes the effect of all nominal and
expense items budgeted during the period, as follows:

1. Gross sales are obtained from Schedule A.

2. Deductions from sales are obtained from Schedule L. This
figure represents actual deductions. Where it is the practice to
create reserve accounts for deductions, the reserved amount would
appear in this schedule having been obtained from Schedule J.
The cash allowance upon collection of accounts receivable should
then be charged against the reserve accounts and be offset by de-
duction from accounts receivable collections for purpose of pre-
determining cash receipts for application to the cash budget.

3. The cost of sales figure is arrived at by calculation of esti-
mated unit sales at composite average unit factory cost of $6.78.
For purpose of this schedule, however, direct material inventory
beginning and end of period, purchases and consumption are ob-
tained from Schedule E; direct labor and manufacturing expense
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ScaEEpULE M. ESTIMATED ProFIT AND Lo0ss STATEMENT—SIX
Monts’ Periop Enpep June 30, 1925

Gross Bales. ..o vuer ittt e $5,311,000
Deductionsfrom Sales. . .........civneiiiriiiiiiiiiiiiiiiiss 106,22
Net Sales. .. ...ooviiriiiiirinriirassriaassasaoreronnsnons $5,204,780
Cost of Sales
Direct Material
Inventory beginning of period ...... § 380,000
....................... 2,065,930 $3,345,930
Inventoryend of period. ................ ... 474,600
Raw Material used. ........ ... ... ..ol 2,871,330
Direct Labor. .. ....ooivviiiiiiene i ianaanaanns 492,228
Manufacturing Expense. ..............cchivenvan 738,342
$4,101,900
Work in Process
Inventory beginning of period...... § 135,600
Inventory end of period........... 372,900
Increase (deduct).........cccvuneniiinns 237,300
$3,864,600
Finighed Goods
Inventory beginning of period. . ... $ 813,600
Inventory end of period........... 1,491,600
Increase (deduet)............... ... Ll 678,000
Costof Goods Sold. ................. et $3,186,600
Gross Profitfrom Sales. ..ottt iinnnenns $2,018,180
Operating Expenses
Selling Expenses. .. ....oocviinnrinneraanans $ 832,480
Administration Expenses.................... 430,868
Total Operating EXpenses. .......c.ovvvevvrrenneans £1,263,348
Net Operating Profit, . _. ... ..o i iinnnan. $ 754,832
Corporate Income Credits. ...............cvnns (5,000)
Corporate Income Debits...................... 15,000
Corporate Finance Expenses. .................. 150,000
Total Corporate EXpenses. . .......covevvvrreneinnns 160,000
Profitfor Period. .. ......civeieni i $504,832
Provision for Income Taxes...........ccovivvniiiiiiinenans 74,354
Net Addition to Surplus. .................s e $ 520,478
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from Schedule D and G, respectively; and the value of inventory
at beginning and end of period concerning goods in process and
finished goods from Schedule B.

4, Commercial and corporate expenses are obtained from
Schedule I,

5. Provision for income tax is a reserve account appropriated
from profits of the period and requires no separate schedule. If
at beginning of period a liability existed for Federal Income Taxes
it would be budgeted for payment on the cash budget (Schedule
N) according to month in which payment is due.

6. This schedule when complete should be worked into the esti-
mated balance sheet at end of period (Schedule Q) in conjunction
with the cash budget (Schedule N) and Schedule J the budget for
miscellaneous and non-cash items,

Schedule N. Cash Budget

This cash budget is cross-referenced to other schedules from
which data are obtained for its preparation, and is tied-up in dollars
and cents with all of the budgets and as well with the balance sheet
at the beginning and end of the period. It provides a ready means
for predetermining the money requirements necessary to conduct
operations during the period, so that it may be definitely known in
advance just how much money is required fo work under the
planned budget, when that money will be needed and when it will
be possible to refinance required loans. If additional capital is re-
quired previous notice certainly will be brought out by the budget
scheme so that plans may be laid to accomplish a strong financial
structure.

Sight must not be lost of the fact that in dealing with pre-
carious markets, such as have existed in the present year, con-
siderable more working capital is required to do the same volume
of business in units as heretofore was necessary.

Schedule Q. Estimated Balance Sheet for the End of the
Period

This statement is developed by injecting into the balance sheet
at the beginning of the period the figures as represented by the
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operating statement and all other schedules affecting cash or ex-
penditures, taking into consideration payments for income tax,
dividends, and as well all non-cash and reserve or valuation
amounts.

This schedule as well as the operating statement should be con-
structed on a monthly basis, so that comparison may readily be
made between the estimated or budgeted balance sheet and operat-
ing statement and the actual.

Schedule P. Comparison Form Budget Versus Actual
Amounts Monthly and to Date

In order to place before the firm membership types of state-
ments of actual accomplishment against budget estimates, there are
attached the following comparative schedules:

Schedule P-a. Monthly Report-Cash Budget

Schedule P-b. Monthly Report-Sales

Schedule P-c. Monthly Report-Direct Materials

Schedule P-d. Monthly Report-Factory Cost of Fin-
ished Production

These statements are by no means conclusive being represen-
tative only of certain of the monthly reports which should be pre-
pared for the management so that they may intelligently picture the
actual accomplishinent against budget estitnates and be presented
with detailed information supporting the variations as to cause.

No doubt the figures will be self-explanatory as they may be
traced back to the budget schedules as originally prepared and, like
unto the budget itself, are possible of reconciliation through to the
operating statement and balance sheet.
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A

Acceptances Payable, 9
Acceptances Receivable, 4, 20, 240
Accounts Payable, 9, 10, 106, 116
miscellaneous, 114
Accounts Receivable, 4, 5, 32, 241
overpayments, 114
Accrued Assets Receivable, 52
Accrued Commission, 115
Accrued Payroll, 114
Accrued Taxes and Other Liabilities,
118
Adjustments, 138, 236, 238
insurance, 102
inventory, 166
reserve for, 36
export, 45
Administrative Departments, 187
Administrative Divisions, 185
Administrative Expense, 156, 189,
201, 232
Advances,
commission, 93
freight, 96
payroll, 82, 93
to vendors, 68
Advertising, 103, 156
foreign, reserve for, 46
Allowances, 137
reserve for, 87
export, 45
Automobiles, 17, 74, 83, 152, 153,
158, 172
reserve for depreciation, 76, 84, 85
Augziliary Sales Departments, 199

B

Bad Debts, 16, 36, 40, 44, 1565
Balance Sheet, 208, 211, 243
Balance Sheet Accounts, 3, 23-132

Bank Deposits, Interest, 50
Bank Loans, 98
Bond Discount, Prepaid, 99
Bond Interest, 121
Bonds, 52, 86, 87, 88, 124, 175
outside companies, 89, 90, 91
surety, 153
Books and Periodicals, 155
Branch Expense, 15, 152, 194
Budget,
cash, 243
for factory departmental overhead,
230
for plant additions, 238
vs. actual, comparison form, 245
Budgetary Control, 215
Buildings, 60, 78
reserve for depreciation, 75, 79
taxes, etc., 151, 157

]

Capital Stock, 83, 126, 131
tax, 169
Cash, 3, 23
Cash Budget, 243
Checks, Post-Dated, Accounts Re-
ceivable, 33
Olaims, 170, 173
accident, 109
common carriets, 49
insurance, 49, 173
miscellaneous, 108
Commercial Agency Subscriptions,
Prepaid, 100
Commercial Expense, 148, 183, 193,
203
Commissions, 149
accrued, 115
advances, 93
purchase, 164
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Common Carriers, Claims, 49

Comparison Form Budget vs. Actual,
245

Consigned Finished Goods, 59

Construction in Process, 77

Contract Advances, 77

Contract Estimates Payable, 110

Corporate Income and Expense, 17,
18, 19, 159, 160, 202

Cost of Sales, 14, 147, 203

Oredit and Collection Expense, 154

Qurrent Liabilities, 105

Customers’ Notes and Acceptances,
29. (See also *Accounts Receiv-
able”)

b

Debts Receivable, 3, 23
Deductions from Sales, 13
Deferred Items, 92. (Seealso *‘Sus-
pended’’)
Demolitions, 171
Demurrage, Accrued, 122
Departmentalization of Selling and
Administrative Divisions, 185
Deposits, Bid and Bond, 50
Depot Expense, 151
Depreciation Reserves, 70, 71, 75, 79
Discount, Prepaid, 98
Discounted Loans Receivable, 31
Discounts, Cash, 146, 174
reserve for, 34}
export, 43 |
District and Branch Expense, 194
Dividends,
payable, 10, 116, 131
receivable, 54, 164
unclaimed, 108

Employees,
accounts receivable, 47, 50
benefit account, 113
deposits, tools and locker keys, 111

INDEX

Employees—( Continued)

income tax withheld at source, 112

mortgage loans, 91, 92

notes, 30

payment on houses, 113

sale of goods to, 162

savings and securities, 112

stock subscriptions, 113
Employees’ Compensation Insur-

ance, 153
Employment Expense, 153
Entertainment Expense, 150, 157
Exchange Items, 26
Excise Tax on Sales, 108, 140
Experimental Work, 101, 172
Export, Amounts Receivable, 41

reserve for, 4346

suspended accounts, 42
Extraordinary Ezpenses, 170

F

Factory Cost for Goods in Process,
Breakdown of, 224

Factory Departmental Overhead,
Budget for, 230

Factory Ledger Control, 63

Factory Warehouse Expense, 15, 151

Finance Expenses, 202

Finished Goods, 5, 54, 153, 222
inventory adjustments, 165
obsolete, 161

Fixed Liabilities, 124

Forecasts, 218, 222, 224, 227, 230,
231, 232, 241

Foreign Advertising, Reserve for, 46

Foreign Currency, 27, 164

Franchise Tax, 119, 169

Freight Allowance, Reserve for, 35,

40

export, 43

Freight and Express, 96, 97, 141, 154

Punded Debt, 10

Purniture and Fixtures, 7, 78, 78, 80
81, 154
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G

General Lodger Accounts, 1, 21
Good-Will, 9, 104, 132
Goods in Process, 5, 167, 222

H

Home Office Auxiliary Sales Depart-
ments, 199

Home Office Sales Management Ex-
pense, 198 '

Home Office Selling Division, 196

I

Imprest System (See “Working
Funds'’)
Improvements to Leaseholds, 99
Income and Expense on Sales, 13, 135
Income and Finance Expenses, Cor-
porate, 202
Income, Sinking Fund, 165
Income Tax, 19, 112, 118, 1689, 177
Indirect Materials and Supplies, 230
Insurance, 231
adjustments, 102
claims, 49, 173
employees’ compensation, 153
liability, 123
mutual, 51
on buildings, 151, 157
on stock, 152
prepaid, 94, 95, 98
Interest, 8, 10, 174-176, 231
accrued, 52, 121, 122
bank deposits, 50
bonded debt, 175
matured, 53
prepaid, on bauk loans, 98
Inventory Adjustments, 1668
Investments in Stocks and Bonds, 89
reserve for loss, 90
Invoices,
mnaudited, 109
unrendered, 110

255
L

Land, 68, 78, 170

Leaseholds, Improvements to, 99
losses, 151

Liabilities, 9, 10, 105, 124

Light, 70, 161, 157

Liners and Wraps, 72

Loans Payable, 106

Loans Receivable, 4, 31

Loans to Employees (See
ployees™)

Loss on Finished Goods, 153

Loss on Stocks and Bonds of Subsid-
iaries, 87

[ Em_

Machinery and Equipment, 70
reserve for depreciation, 75

Maintenance, 70-72, 152, 153, 157
Management Expense, 198
Manufacturers, Accounts Receivable,

37

reserve for,

accounts, 38

allowances, 41

bad debts, 40

cash discounts, 39

freight allowances, 40
Materials, 66, 227
Merchandise, 54
Method of Sale, 190
Miscellaneous Adjustments, 238
Miscellaneous Assets, 92
Miscellaneous Expense, 155
Miscellaneous Income Credits, 166
Molds, Cores and Poles, 72
Mortgage Loans, 8

N

Necessity for Division of Sales, 189
Notes Payable, 105
Notes Receivable, 20



256
0o

Obsolete Goods and Supplies, 161
Office Expense, 15, 17, 153, 158
Officers and Employees,
accounts receivable, 47, 50
notes, 30
Operating Accounts, 13, 135~182
Operating Statement, 207, 211
Overhead, 230
Overpayments, Customers’, 114

P

Patents, §, 104

Payroll, 149, 224
accrued, 114
advances, 92, 93
unclaimed wages, 107

Pensions, 166

Plant Additions, 238

Plants, 68, 171

Postage, 28, 153

Power, 71, 151, 157

Prepaid Expenses, 8, 82-103
miscellaneous, 103

Prior Prepaid Charges, Profit and

Loss, 181
Profit and Loss Accounts, 19, 160,
177-182
Profit and Loss Statement, 241
Properties, 6, 68, 170
Property Taz, 120
Purchased Material, Subsidiaries, 47

R

Raw Material, 168
obsolete, 161

Real Estate, 85, 171

Rebates, Volume, 140
reserve for, 35

Rent Received, 160

Rental Expense, 15, 17, 100, 123,
151, 157

INDEX

Repairs (See “Maintenance™)
Reserves for
adjustments, 36
export, 45
allowances, 37, 41
export, 45
bad debts, 36, 40
export, 44
cash discounts, 34, 39
export, 43
depreciation, 70, 71, 75, 76, 78, 79,
82, 84, 85
foreign advertising, 46
freight allowance, 35, 40
export, 43
general, 129
loss in investments, 90, 91
loss on stocks and bonds of subsid-
iaries, 87
real estate, 85
shrinkage in value—finished goods,
57, 60, 61
sinking fund, efe., bonds, 125
volume rebates, 35
Returned Goods, 136, 146
Revaluation, Surplus through, 132
Royalties, 48, 54, 122

8

Salaries, 149, 156 (See also *‘Pay-
roll’"}
Salary and Wage Advances, 92, 93
Sale,
method of, 190
of obsolete equipment, 48 )
of obsolete goods and supplies, 61,
162
of property, 170, 171
Sales, 135
cost of, 147
excise tax on, 108, 140
income and expense on, 13, 135
miscellaneous, 163
Sales Departments, 199



INDEX

Sales Management Expense, 198
Sales Service Expense, 155
Sales Units, 218
Sales Value of Products, 218
Salvage Sales, 160
Sample Account, 62, 153
Securities, 6, 7, 86
Selling Divisions, 185, 196
Selling Expenses, 14, 148, 189, 232
Shipping Expense, 15, 141, 151
Sinking Fund Income, 165
Sinking Funds, 53
State and County Taxes, 118-120,
169
Stock Handling Expense, 152
Stocks and Bonds, 52, 86, 87, 89 (See
also  “Capital Stock"” and
* Bonds™")
Storage, 152
Subscriptions to Stock, 127, 128
Subsidiaries,
accounts payable, 116
accounts receivable, 46
purchased material, 47
stocks, 86, 87
Supplies, 66, 153, 168
obsolete, 162
Surplus, 11, 124, 130, 132
Suspended Accounts, 33, 48, 50
export, 42
manufacturers, 38
Suspended Charges, Allied Compan-
ies, 102
Suspense Profit and Loss, 179
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T

Taxes, 69, 97, 118, 169 {See also
l‘Income Taxf!)
accrued, 118
on buildings, 151, 157
on furniture, 154
Taxicab Mileage Contract Expense,
154
Telegraph and Telephone, 153
Tires, 153
Tools, Smalt, 73
employees’ deposits on, 111
Trade Marks, @, 104, 132
Trade Names, 104, 132
Transfer of Funds, 27
Transportation, 141
Traveling Expense, 14, 17, 150, 157
Treasury Stock, 127
Trucks, 7, 17, 74, 83, 141, 152, 153,
172
reserve for depreciation, 76, 84, 85

U

Unclaimed Dividends, 108
Unclaimed Wages, 107
U. 8. Government Securities, 3, 28

w

Wages (See “ Payroll”)
Warehouses, 78, 79

shipping expense, 151, 152
Working Funds, 27
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