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The National Association of Cost Accountants
does not sta nd sponsor for views expressed by
the writers of articles issued as Publications.
T he object of the Official Publications of the
Association is to place before the members
ideas which it is hoped may prove interesting
and suggestive. The a rticles will cover a wide
range of subjects and present ma ny different
viewpoints. It is not intended that they shall
reflect the particular ideas of any individual
or grou p. Constructive comments on any of
the Pu blica tions will be welcome.
Additional copies of this Publication may be
obtained from the office of the secretary. T h e
price to members is twenty -five cents per copy
and to nonmembers seventy -five cents per copy.

EDIT ORIAL

DEPARTMENT

NOTE

T he value of useful information to be obtained from
the records of a business must always be measured
against the cost of secu ring that information. Much
desirable information lies buried and unused simply because the cost of getting it seems prohibitive. Ma ny
analyses a re not u nderta ken for the sa me rea son. As bu siness u nits ha ve increa sed in size, the need for much information previously deemed unnecessary has become more
urgent. Invention once again has been mothered by necessity a nd methods for redu cing the cost of a ccou nting ha ve
been devised. Cost redu ction in this field ha s grea t possibilities—partcularly so, since the mea ns of cost reduction
make ava ila ble da ta which will usually provide the basis
for increa sed income a nd decreased costs elsewhere in the
orga nization. W e are glad to present in this issue a
description of an installation of accounting machinery
which has materially reduced the cost of accounting.
T he author, L. G. Regner, was gra dua ted from the
University of Valparaiso, Valparaiso, Indiana, in 1913,
from the College of Business Administra tion. H e spent
five years as an acountant with The Milwaukee Electric
Railway and Light Company, a subsidiary of the North
American Company. Du ring this time he wa s connected
with various divisions of their accounting organization,
as well as serving on a committee which had in charge
the preparation, installation, and operation of various
profit- sharing plans in T he North American Company
system. H e also served with other members of the accou nting depa rtment in the prepa ra tion of a la rge volu me
of financial and opera ting statistical reports used in rate
cases before the Wisconsin Railroad Commission.
For the pa st n ine yea rs he ha s bee n conne cted wi th the
accou nting depa rtment of the Briggs & Stra tton Corpora tion, ma nu fa cturers of automotive specialties, gas engines and radio eliminators. At . the present time he is
General Auditor of the Company.
In addition to his connection with the National Association of Cost Accou nt a nts he is a senior me mber of the
Society of Indu strial Engineers.
This paper was presented before a recent meeting of
the Milwaukee Chapter of which Mr. Regner is a
member.
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AN ADA PTATI ON OF MECHANICAL
ACCOUNTING CONTROL
INTRODUCTION
interest has been shown of late by executives
CONSIDERABLE
of this vicinity in the application of accounting machine methods. The present generation will doubtless witness the time when
the use of the pen and pencil in business will be confined almost
wholly to the writing of signatures and the checking of records.
Many executives in business still believe that machines for writing
and computing are valuable only in institutions where a large volume of work is the rule.
No other machines are so adjustable as to handle a complete
accounting system as effectively and economically as the present
type of accounting machines.
Some of the results of machine applications have proven so
profitable that the standardization of complete accounting systems
has resulted. It takes the drudgery out of the routine of accounting by making the work easy and it combines economy with speed
and better records.
In presenting the subject which has been assigned to me, I wish
to state at the outset that we do not sponsor any particular company's accounting machine. The procedure to be illustrated is
merely our adaptation of accounting machines to our particular
problem and cannot be taken in the whole as a possible solution of
your problem. Lines of manufacture and individual circumstances
must be considered in devising any system of mechanical accounting
control.
The subject has been broken up into four divisions each of
which treats of a major point of control.
These four points of control are:
1. Accounts Receivable Control.
2. Accounts Payable Control.
3. Pay Roll and Material Control.
4. General Ledger Control.
Each of these points for which a definite system of control must
be devised will be taken up and discussed in turn.
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ACCOUNTS RECEIVABLE CONTROL
Sales Order
Writing and Distribution. This order is written on a manifold
billing machine in ten clear copies at one writing. Copies are distributed and placed to the following uses:
1. Customer after shipment has been made (see lower right
hand corner of chart, page 223).
2. Billing or Accounting Copy.
3. Shipping Department File Copy (Calendrical) .
4. Master Packing List (Accompanies goods).
5. Acknowledgment (Mailed to customer after audit of
order).
6. Inventory and Cost Accounting (Numerical).
7. Sales Department Unfilled Record File (Alphabetical).
8. Production (For entering manufacturing order and
recording daily deliveries to shipping department) .
9. Sales Department ( Numerical file) .
10. Engineering and District Sales Office Copy (For verification as to part number, and then forwarded to District
Sales Office).
The reverse side is used for recording purposes.
It is believed the body of the order is self - explanatory, with
the exception of a statement as to the back ordering system which
we have adopted. The particular shipment of goods referred to
was the first shipment to go forward and the Order No. had the
affix, Pro 1. At that time a pro -set was written which would be
known as Pro 2, in which the amount ordered less the shipment
made on Pro 1 would appear under quantity ordered.
This pro set is written up in six copies, and is intended for the
following :
1.
2.
3.
4.
5.
6.

Customer's Invoice.
Billing or Accounting Copy.
Shipping Department File Copy.
Inventory and Cost Accounting.
Master Packing List (Accompanies goods).
Sales Department.
210

November 1, 1927

N. A. C. A. Bulletin

Billing or Accounting Copy
Distribution for Sales and Cost Analysis. After the billing has
been completed and various summaries by adding machine tape
have been made for use in connection with a daily report, the invoices are posted in the Accounts' Receivable Division (to be explained a little later) and routed to the Tabulating Division.
The key punch operators prepare tabulating card for each invoice
by key punching the following data:
1.
2.
3.
4.
5.
6.
7.
8.
9.

Part No.
Quantity Shipped.
Unit Price.
Order No.
Day of the month.
Month of the year.
Customer No.
General Ledger, Account No.; and finally
The Amount of the Invoice.

A debit account key punching is not made for the reason that
all sales items are controlled in one account.
Inventory Accounting Copy
Distribution for Cost of Sales Analysis and General Audit Control. This copy serves as a posting medium to the inventory account of the item in question. Upon being priced it is extended
and routed to the Tabulating Division.
The key punch operators prepare a requisition for each shipment by key punching 10,* part No.; 11, divisional Cost of Sales
account to be charged; 12, finished goods account to be credited;
13, total cost; 14, complement for use in balancing inventory
ledgers with general accounting control.
General
At the end of a month the sales tabulating cards, having been
balanced daily to the amount of daily shipments, are sorted by
account No. 8* for purpose of drawing up the monthly journal
voucher of sales. The total must agree with the total control
column totals appearing in the control ledger.
*The figures refer to position on key punch card page 222.
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The cards are then sorted by customer numbers and part numbers and numerous other sortings, for the purpose of tabulating
statistics for sales analysis and for salesmen's compensation
calculations.
Tapes are likewise prepared showing invoice No., part INTO., and
amount of both sales and cost for purposes of comparison in detecting any gross variations in costs as compared with sales price.
Orders costed are then checked off the sales tape and all unchecked items appearing on the former should represent "uncosted
items" in the inventory accounting department for which an "estimated cost" is set up at end of the month and reversed the beginning of the following month, so as to permit the customary routine
to be undisturbed.
Credit Memorandum
At times material is returned for repairs or adjustments. In
that case a credit memorandum is prepared crediting the customer's
account and charging returns and allowances.
A tabulating card is likewise prepared for credit memos. This
is necessary because items of this nature are a part of the sales
analysis and journal voucher.
The items appearing on same are explained by reference to the
identification numerals as follows:
15. Part No.
16. Quantity.
17. Price.
18. Credit Memo. number.
19 & 20 Date.
21. Customer number.
22. Account number.
23. Complement for use in Tabulating.
Accounts Receivable Ledger Posting and Control Provided
Invoices and Dr. and Cr. Memorandums are sorted alphabetically
and posted to customers' ledger sheet and proof sheets in one operation. Note amount of invoice —with identifying mark 9 —and
amount of credit memo— notation 23.
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When a remittance is received, the (24) net amount after discount, the (25) discount, and (26) the gross amount are posted
to the customer's account and proof sheet in one operation.
It appears needless to say that this method of bookkeeping lends
Itself to ready verification for the reason that each proof sheet is
self- balancing.
The totals appearing on the proof sheets are entered on the
control ledger sheet provided for each ledger. (Refer to identifying numbers 25, 26, 27 and 28.)
Individual ledger balance must agree with the column 29 "balance"; and balances of a ll ledgers m ust equal th e balance in
the general ledger.
An illustration of this may be seen by reference to chart of
general ledger control, pages 228 and 229.
The entries on the cash book are made direct from deposit
book, providing another means of internal check.
By r efer en ce to th e l ower r ight ha n d cor ner of t he ch a rt ,
page 223, you will find a copy of the invoi ce dir ected to the
customer and statement of account, and exact copy of the
account. By established principles it has been the practice to
mail statements the morning of the first.
This has helped us materially in maintaining our uncollectible accounts at a minimum.
You will also find a reproduction of a daily report to treasurer of cash receipts, disbursements, balances and anticipated
requirem ents for a peri od of ten days. The for mer da ta a re
gathered from the r ecords previously m entioned.
ACCOUNTS PAYABLE CONTROL
Requisition for Purchase of Material
Upon receipt of No. 8 copy of the Sa les Order by t he Production Department a stock check is made, whereupon a
requisition for purchase of material is prepared showing:
40. Requisition No.
41. Purchase Order No.
44. Acct. No. to be charged.
The requisition is then directed to the General Manager for
approva l and to the Purcha sing Agent t o arran ge pur chase.
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Purchase Order. The purchase order is prepared in four
copies, viz.:
1. Original.
2. Purchasing Department Copy.
3. St ock Room Copy.
4. Office Copy.
This form discloses:
40. Requisition Purchase of Material.
41. Purchase Order No.
44. Account No.
and a space for keeping a record of quantity per receiving slips
and invoices.
Vendors' Invoice. Upon receipt of vendors' invoices in the mailing department, they are directed to the accounting department
for entry and then are sorted alphabetically for posting.
A rubber stamp impression is made on the invoice, with spaces
for: (a ) Invoice No., (b) Terms, (c) Check No., (d) Purchase
Order No., (e) Date, ( f) D.M. or C.M., applicable in case of
adjustment, (g) Date as to material received, (h) Receiving Slip
No., and (i) Acct. No. to be charged.
Each invoice receives a number (42), which is composed of the
month of the year (2, in this case), the day (15), and the number of the invoice in the lot. The terms are also entered.
Aft er th e i nvoices ha ve been numbered t hey a re post ed to
the vendors' invoice and the invoice register in one operation
(Note item 46, page 225).
The invoices are then routed to the purchasing department,
which makes entry on its copy of the purchase order and
inserts:
41. Purcha se Order No. an d Da te.
The initials of the employee verifying the extension.
44. Account No.
The invoices are then returned to the accounting departmen t for ma ki ng up th e check for paymen t. However, for
purposes of assuring the accounting department that the purchasing department is not withholding any invoices, they are
checked off the invoice register. (Note item 46 on the invoice
register.)
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After this the invoices are directed to the inventory accounting department for matching with the receiving slips. (Note
item 55 showing the number and entry on their ledgers.)
If the quantities, etc., agree (41, 43, 44 and 48), the invoices
are routed to the tabulating division for key punching a card
used for building up the journal voucher distribution and the
inventory accounting control scheme.
This ticket is` then punched as follows:
42.
43.
44.
45.
46.
47.

Invoice Number.
Stock Number.
Inventory Ledger Account Number.
Accounts Payable Account Number.
Amount for distribution.
Amount for inventory ledger balancing.

A tabulating tape of the tickets is taken which is compared with
an adding machine tape of the invoices as they are returned to the
accounting department.
The invoices are then checked off the invoice register using a
small data stamp. Any unchecked items represent material in
transit and must agree with the invoices in hand in the inventory
accounting department and with the material in transit account.
Debit Memorandum. At times material received is proven defective and it is necessary to return same to the vendor.
The inspection department advises the purchasing department
of the situation, which issues instructions to the claims branch of
the accounting department to issue a debit memo, which is subject
to the approval of the auditor.
This memo is entered on the vendor's account, and check and the
Purchase Ledger Cr. and Dr. Memo Journal notes,
49. Debit Memo No.
53. Amount.
The Dr. Memo. is then directed to the tabulating department
which key punches a ticket for distribution of A/P journal voucher
and inventory ledger balancing. This ticket (page 224) sh ows:
49. Dr. Mem o. No.
50. Stock No.
51. A/P Acct. No.
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52. Inventory Acct. No.
53. Amt. for distribution.
54. Complement for Inventory Ledger balancing.
Receiving Slip and Freight Bill. The receiving slip is prepared
in four copies:
1. Original —for office.
2. Inspection.
3. O.K. Inspection.
4. Rejected Inspection.
The quantities appearing on the invoice are tied up with the
receiving slip. (Note item 48, page 224.)
Freight bills are paid daily and charged to a clearance account.
As the receiving slips are matched, the amount of the transportation charge is entered.
As the invoice is matched up with the receiving slip a ticket is
key punched showing:
55. Receiving Slip No.
56. Stock No.
57. Inventory Acct. No.
58. Freight Acct. No.
59. Amt. for distribution.
60. Amt. for inventory ledger balancing.
This automatically clears the freight charge.
General
Check. The check having been prepared to this point, it is now
ready for completion. The check number (61), the total amount
(62), the discount (63), and the net amount of the check (64)
are shown.
This is posted in one operation on the check, vendor's account
and cash disbursements journal.
Final Control. The following total entries are made on the
purchase control ledger sheet from the various journals:
65. Purchase Invoices.
66. Cash.
67. Discount.
68. Debit Memo.
A tape of the individual ledger accounts should agree with
item 69 A, page 225 top.
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Check Record. Instead of entering each check separately on
the check record, a summary is taken as follows:
66. Net Amount of Checks.
67. Discount.
69. Gross Amount t o be cr edited to Accounts Pa yable.
PAY ROLL AND INVENTORY CONTROL
Pay Roll
As employees en ter the service they are assigned an index
number a nd a depa rt men ta l cl ock n um ber sh own on th e in and out -clock record. The index number is permanently assigned
for the year at hand and is used for tabulating employees' earnings
for tax return purposes. Clock numbers may change depending
upon the number of rimes an employee is transferred between the
various departments.
In addition to the use of clock cards we have job tickets. (See
page 226) showing:
70. Day or Piece Work Code.
Male or Female.
71. Operation No.
72. Order No.
73. Department.
74. Account.
75. Clock No.
76. Hours.
77. Amount Paid.
78. Dist. Overhead.
By reference to the tickets you will note we use two kinds of
job tickets, one for piece work and the other for day work.
Time tickets are sorted for the purpose of obtaining accounting
data for various purposes, some of which are as follows:
PURPOSE
Verify Clock Records

SHOWING
Clock No., Dept. No, Hours,
Amount
Piece Work and Day Work Control Acct. No., Dept., Male,
Report
Female, Hours, Amount.
Posting to Work in Process
Control Acct. No., Job No. and
Line No.
Job Orders
Labor, Overhead Distributed
Journal Voucher
Acct. No., Amount
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The insertions on the payroll sheet, on the in- and out -clock
card, and on the check show name and clock number.
The entries on the payroll sheet are prepared from the in- and
out -clock cards.
The entry covering the amount of the check is prepared from
the in- and out -clock card.
The pay roll checks are sorted and listings prepared as follows:
PURPOSE
Balance Pay Roll
Reconciliation of Bank Balance
Income Tax Data to Employees
and State and Federal Govt.

SHOWING
Check No. Amount
Check No. Amount
Index No.

Amount

Material, Labor and O. H. Distribution
Requisitions are sorted by control account, number, job number,
and line number and tabulated.
The totals are posted to the job orders from the listing. (Note
70 and 79.)
Time tickets are sorted and the listing is prepared showing
contr ol a ccoun t number , job and line num ber. Labor, overhead, and total are posted to the job order. (Note 70, 77
and 78.)
Inventory
A facsimile of our inventory ledger sheet is shown at the top
of page 227. Entries are made in pencil. All inventory ledger
entries are controlled'by the general ledger accounts. Arithmetical
discrepancies and differences arising from spot - checking bin counts
against inventory ledger amounts are adjusted monthly by a socalled Inventory Ledger Adjustment Journal Voucher. The majority of our stock items are spot - checked ten times per annum.
Inventory ledgers must agree with the general ledger control
accounts reflected in the balance sheet.
Balancing
At the beginning of the month balance cards are prepared for all
ledger sheets, showing stock number and amount.
The tabulating cards used in connection with the accounts payable scheme are:
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Accts. Payable— Vendors' Invoice.
Freight Charge.
Accts. Payable —Debit Memo.
Material Requisition.
These are sorted by control account number and stock number and are then tabulated, to produce a listing showing:
Stock No. and Balance.

GENERAL LEDGER CONTROL
By reference to the chart on pages 228 and 229, you will find a
reproduction of the following forms used in connection with the
Auditor's Private and General Ledger Control:
1.
2.
3.
4.
5.

Journal Voucher
Journal Voucher Ticket.
General Ledger Sheet.
Private Ledger Sheet.
Trial Balance.

Journal Voucher
For purposes of illustration, the voucher pertaining to the distribution of sales, returns and allowances is used.
This voucher is prepared from a tabulating machine listing.
( Note column, Tabulating Card Totals.) There are shown only a
few of the accounts, for example:
Dr. to Accts. Rec. Control Acct.
Cr. to Sales.
Dr. to Returns Acct.
In our business we have twenty standard journal vouchers per
month, in effect a summary of distribution of the various trading
and profit and loss accounts.
Journal Voucher Ticket
At the beginning of every month two cards are key punched for
each general ledger account showing,
1. Acct. No. and Debit Footing both under Debit Column and
under Dr. Amount.
2. Acct. No. and Credit Footing under Credit Column and
under Cr. Complement Column.
Individual cards are key punched for each item appearing under
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the sub - account amount column of the journal voucher. Note 81
for credit item and 82 for debit item.
Cards are tabulated in total and proved again st the total
appearing in each journal voucher.
General Ledger
All amounts appearing under the column, Sub - Account Amount,
are posted to the General Ledger Sales Accounts, which results in
sales figures by the various lines of manufacture engaged in by our
company.
Private Ledger
Net amounts appearing under Control Account Amounts are
posted to the private ledger accounts. (See item 83.)
Trial Balance
After the tickets have been key punched for all items, appearing
on the journal vouchers, they are sorted with the "footing" tickets
by account number and tabulated on a form designed for the
purpose.
By reference to the amount shown under the last column (that is,
$2,427.84, item 83) it will be noted that it ties up with the same
amount on the private ledger account.
The complement $997,572.16 is equivalent to the credit
balance $2,427.84.
As previously stated the small amounts used in the charts are
for illustrative purposes only and are not indicative of the actual
figures applicable to our business.
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DISCUSSION

Question: What savings have you been able to effect by application
of accounting machine methods in your business?
Mr. Regner : I am glad you asked that question. Our accounting
expense has been reduced 257o, whereas our volume has increased 2007fo.
Question: What is the clerical cost of operating your tabulating
division?
Mr. Regner : The cost is $200 per month for both tabulating
and key punching. We use approximately 50,000
cards per month. Our key punch operators are
likewise trained to do calculating work, such as
extending time cards and requisitions.
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Vol. V1
No. 10— Pricing the Inventory, W. F. Vieh
No. 11 —Profit Sharing as a Method of Compensation, Professor Ralph E. Heilmas
No. 12— Overhead During Low - Volume Production, A. F. Stock and J. M. Coffey
No. 14—The Management Function in Business, 1. Gordon Steele
No. 18—The Industrial and Statistical Department of a Modern Bank, F. W
Shibley
No. 20 —Costs For Oil Producers, R. W. Cobb
No. 21 —Cost Accounting and Foremen's Departmental Activities, T. M. McNiect
No. 22 —Cost Accounting in the Lumber Industry, A. J. Carsos
No. 23—Tbe Hunan Element in Material Control, Charles A. Williams
No. 24— Control of Stocks of Merchandise, Herbert C. Freemas
Vol. VII
No. 1 —A System of Labor Control for Payroll and Cost Purposes, Peter C Jmsp
No. 3—The Cost of Distribution, A. E. Grover
No. 4— Production Budgeting, J. L. Palmer
No. 6—A Bank's Relation to the Problems of Vested and Working Capital,
H. 1. Shepherd and Walter E. Johnson, Jr.
No. 7 —How to Reduce the Cost of Selling, A. G. Frost
No. 9 —The Preparation and Administration of Budgets, Chester E. WeSer
No. 10 —Brush Manufacturing Costs, Norman H. Broadhead
No. 11— Inventory Accounts and the General Accountant, Arphasad Foy
No. 13— Forecast for 1926, Carleton B. Hutchings
No. 14— Engineering Costing and Works Accountancy —Its Objects and
Necessity, Roland Dunkerley
No. 15 —Cost Summaries and Procedures in Ice Cream and Candy Manufacture,
E. 1. Atkins
No. 17 —Cost and Depreciation, Carl G. Jensen
No. 20— Distributing Administration Costs, Leon E. Vannais
No. 21 —Use of Standard Labor Costs in the Manufacture of Men's Clothing.,
E. C. Robertson
No. 22— Budgets and Pre - Determination of Costs, William S. Kemp
No. 23— Distribution of Burden, Grant L. Bell
No. 24 —Cost Accounting Reports for Executives, Edgar Swick
Vol . VIII
No. 1— Accounting for Material, George H. Friesel
No. 2 —Cost Accounting For Paper Mills, Charles W. Gould
No. 3— Preparation and Administration of the Budget, H. S. Owen
No. 4 —Cost Accounting and Budgetary Practice, F. Clair Bennett.
No. 5 —The Clay Products Industry, Richard C. Turner
No. 6— Accounting Control of Materials Purchased, Paul M. Atkins.
No. 7— Analysis of Selling Costs and Proper Basis of Salesmen's Compensation,
Horace G. Crockett
No. 8—Crop and Field Cost Accounting on Hawaii's Sugar Plantations, Rudolph
Muller
No. 9— Financial Control Policies of General Motors Corporation and Their
Relationship to Cost Accounting, Albert Bradley.
No. 10— Planning for the Physical Inventory, Stanley G. H. Fitch
No. 12 —The Accounting Technique for Standard Costs, Henry W. Maynard
No. 13 —Cost Accounting as a Basis for Shaping Operating Policy, A. W. Bass
No. 14— Furnishing Financial Statements Within Ten Days After Closing,
W. L. Lewis.
No 17 —Labor Classification and Payroll Analysis. Carleton F. Brown
No. 18— Professional Co- operation Between Accountants and Attorneys, Harold
Dudley Greeley
No. 19 —Cost Accounting Practice With Special Reference to Machine Hour
Rate, Clinton H. Scovell.
No. 20— Accounting Information for the Executive, Ernest F. DuBrul.
No. 21— Materials in Standard Costs, William L. Churchill.
No. 22— Accounting for Capital Assets, K. C. Richmond.
Vol. IX
No. 1— Measures of Business Efficiency, Clyde Morgan
No. 2 —The Profit Element, Jaines H. Rand, Jr.
No. 4— Budget of Financial Operations, F. H. Corregan
No. 5 —An Adaptation of Mechanical Accounting Control, R. G. Regner
Copies of the above publications which are not out of print may be obtained from the oi na
of the secre tary of the Association, 26 West fift h Street, New York City, at t he pri ce of 75 cents
per copy.

