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Branch House Accounting

By
CHARLES W. GLEASON,
White Motor Company,
Cleveland, Ohio.

T he National Association of Cost Accountants does not stand sponsor for views expressed
by the writers of a rticles issued as Publica tions.
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 articles will cover a wide
range of subjects and present many 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 Publications will be welcome.
Additional copies of this Publication may be
obtained from the office of the secreta ry. T he
price to members is twenty -five cents per copy
and to non - members seventy -five cents per copy.

EDIT ORIAL DE P AR T M E N T NOT E
Ready made accounting systems are not usually as
satisfactory in business, even as ready made clothing in
one's wardrobe. T here a re con ditions a s to organization,
control, a nd reporting which va ry in every bu siness. T he
accounting system must be built around these variables
and must reflect these peculiarities It is almost as personal as one's wearables. T o all systems there are, of
course, a g re a t ma ny things in common; basic principles
a re the same everywhere. H o w those shall be work ed
ou t in pra ctice depends on the conditions in each ca se a nd
the ends to be served.
T he author of this publication, Charles W . Gleason,
appreciates this situation and gives the rea der a sk etch
of the compa ny organiza tion before describing the system
of accounts used in connection therewith. Mr. Gleason
wa s edu ca ted a t John Ca rroll University. H e i s a m e m ber of the Ohio Society of C.P.A. a nd ha s been employed
by T h e W h it e Motor Compa ny a s Su pervisor of Branch
Hou se Accou nting fo r t h e past eight yea rs.
This pa per wa s presented before a meeting of the Cleveland Chapter, National Association of Cost Accou nta nts.
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BRANCH HO USE ACCO UNTING
DISCUSSING the subject of Branch House Accounting, any
INtreatment
of the subject, unless confined to a particular system,
would of necessity be a very general statement of principles.
The material for my talk this evening will be taken from the
system in use in the Branches and Districts of The White Company, and in order that you may have a picture of this organization
and realize its problem in Branch House Accounting, I would
like to mention a few pertinent facts regarding this organization
and its growth.
The White Motor Company, which is the Manufacturing
Organization, has grown from an organization employing a few
hundred men to one employing approximately 5,000 workers in
Cleveland, with a manufacturing plant consisting of twenty -five
buildings and a ground space of 40.2 acres. The plant is capable
of producing 1,500 trucks and busses per month and the necessary
parts for service and replacement of trucks already in the field.
The total capitalization is $40,000,000, this having been increased
early in 1 9 2 6 from $25,000,000.
The White Company is the Field Organization for sales and
service and operates 8 6 direct Factory Branches in the principal
cities of the United States and Canada, employing more than 3,50 0
workers. In addition, there are over 375 Dealers in the United
States and Canada, and 6 2 Dealers and Factory Representatives
covering the foreign field. This company takes for sale the entire
output of The White Motor Company.
Throughout the talk I will refer to Branch Offices and District
Offices. Branch Office is the term applied to an office not of
sufficient size or so located to warrant placing a full Accounting
Office at that point.
District Office is the term applied to an office of sufficient size
to warrant an accounting staff and which, in addition to preparing
all reports and statements and maintaining the ledgers, cares for
a portion of the accounting for one or more Branches located
near by.
When the Field Organization was small, the General Ledgers
and Sales Records were retained at the Home Office, while the
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Accounts Receivable Ledgers and Cost Records were kept at the
Branch Office, the Profit and Loss Statements and Balance Sheets
being prepared at the Home Office, the Branch Office doing all
work up to and including the billing. As the business grew, it
became desirable that the management at the Home Office and the
branch management have added information as to the results of
the business done and the decision was made that all books and
records be maintained at the Branch Office. This method was
put in effect in igig and is still in force, the Branch Office carrying the Accounts Receivable Ledgers, Cost and Sales Records and
the General Ledger Control is maintained at the Home Office by
periodic reports of all Branch activities and the Branch Office
Control Account on the Home Office General Ledger.
With the exception of Canadian and Export Branches, the
system is identical in all Branches and Districts and is flexible
enough to care for sales of $ 2 o , 0 0 o per month or $ 2 0 0 , 0 0 0 .
The Canadian and Export systems differ slightly.
All forms are originated and printed at the Home Office and a
complete stock of blank and printed forms carried in a Stationery
Store Room and shipped to Districts upon receipt of an order
signed by the District Accountant. This Stationery Department
also supplies carbon paper, typewriter ribbons, pencils, etc., a set
charge being made each month to each District for stationery
and supplies. This charge is made through a statement rendered
each District at the close of business each month, this statement
being called Statement of Home Office Charges and Credits.
The Field Organization is composed of Branch and District
Offices, there being 48 District Offices. The Branch Office has
from one to three employees according to the volume of business
handled and their work consists of handling Branch Pay Rolls,
Cost Records, Billing and certain periodic reports which are forwarded to their District Offices, along with
of invoices to
customers, where entry is made in the Sales Records and Accounts
Receivable Ledgers.
The personnel at a District Office is also controlled by the
volume of business handled and by the number of Branches
operating within the District. This consists of a District Accountant and from four to twelve bookkeepers, cost clerks and typists.
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The District Accountant is held responsible for the condition of
the accounts at the District Office and any Branch Offices in his
territory. He is responsible for his work to the Comptroller at
Cleveland only.
Each Branch and District is furnished a card of accounts outlining the purpose of each account and the type of items to be
charged to each account as well as the source of entry; also with
a book of instructions on forms outlining the use of the form,
sources of information and final disposition.
A crew of eight Auditors carefully trained in Branch and Home
Office procedure visits the Branch and District Offices periodically
during the year, not only to audit the records but in instruct the
personnel in the best and most efficient method of caring for their
work. Each Auditor is furnished with an Auditor's Manual outlining the matters which must be covered in the audit and the
manner in which his audit must be prepared.
In those Offices having a sufficient number of accounts, a Credit
Manager is appointed, who reports direct to the Treasurer at the
Home Office. In those Offices not having sufficient accounts to
warrant the retention of a Credit Manager, the District Accountant
acts in the dual capacity of Credit Manager and Accountant.
Accounts Receivable collections are handled by the District
Office up to a certain stage when the account is transferred from
Open Accounts Receivable to Accounts Receivable Legal at which
time the collection of the account is taken over by the Home Office
Legal Department.
In figuring the amount required as a Reserve for Accounts
Receivable, 2/ 3 (two- thirds) of the total balance of Legal
Accounts Receivable is considered as uncollectible for the purpose
of this reserve.
Practically all Stock in Trade, termed Parts and Supplies, is
supplied by the Home Office and charged to the Branch Office at
a nominal figure termed B. O. Value, this figure being used by the
Branch as their Cost Figure in preparing their reports.
As shipments of Parts and Supplies are made, individual invoices are not sent each Branch for each shipment. A Hollerith
Tabulating Card is punched to show the Date of Shipment, Bill of
Lading Number and Branch Office Value of the shipment, and
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at the close of the month's business these cards are sorted by
Branches and a statement prepared on the Tabulating Machine
showing all shipments for the month and their value.
Chassis are shipped on Branch Orders and carried on consignment on the Home Office Books at a nominal or B. O. Value
until reported sold by the District Office.
Freight Charges on Chassis are prepaid by the Home Office
and charged to the Branch through the control account. On the
Branch books the amount of the freight is carried in an Inventory
Account termed "Freight Paid on Unsold Cars," where it remains
until the chassis is sold when charge is made to the customer since
all Truck prices are f.o.b. the Railroad Cars, Cleveland.
Purchases of miscellaneous items not exceeding $io in cost
are made locally by the Branches, either on open account or from
a Petty Cash Fund furnished each Branch.
Purchases of Shop or Office Equipment, repairs to equipment
or other expenditures not regularly called for in the business and
exceedin gAi o in cost, cannot be made by a Branch Office before
approval by an executive committee at the Home Office has been
secured. This committee meets each Tuesday and if the request
of the Branch Office is approved, the account to be charged is
designated on the request and same is returned to the Branch to
have purchase made locally in case request covers those items
not purchased at the Home Office.
In order that all Shop and Office Equipment in use at Branches
will be standardized as to make and size, all Bookkeeping Machines,
Typewriters and Adding Machines, Drill Presses, Lathes, etc.,
are purchased by the Home Office and the Capital Accounts to
which these are charged carried on the Home Office General
Ledger, depreciation on these items being charged the Branch
monthly on the Statement of Home Office Charges and Credits,
through the medium of the Control Account.
This Statement of Home Office Charges and Credits, in addition to charging the District Offices for Parts shipped during the
month, also charges for Rent and Salaries paid by the Home
Office, as well as for Depreciation on Fixed Assets at the District
and Branch, and Taxes, the Accrual of which is made on the
Home Office General Ledger. Credits are shown on this form for
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parts returned and for notes taken from customers at the Branch
which have been accepted by the Home Office. This Form
eliminates the necessity for invoices between the Branch and Home
Office.
Dr. Expense and Inventory Cr. H. O. Control Account
The settlement of Accounts Payable is made from the Home
Office. Vendors' invoices, after being properly checked as to
price and receipt of material, are forwarded to the Home Office
by the Branch in support of a Daily List of Approved Invoices,
this being an 8 / x i i Form on which are shown the date of
vendor's invoice, name, amount of invoice and account to be
charged.
The Voucher Record is maintained at the District Office. In
those cases where Districts operate Branches, a separate Voucher
Record is operated for each Branch.
Entry to this Voucher Record is made from the Daily List of
Approved Invoices which is forwarded to the Home Office daily
in support of vendors' invoices, the account totals only being
entered to the Voucher Record. Entry in effect :—
Dr. Expense
Cr. H. O. Control Account
Payrolls covering Shop and Office Employees at the Branch are
prepared at the Branch Office and draft drawn on the Home Office
for the amount of the payroll. The payroll bearing proper approvals is forwarded to the Home Office, supported by a Daily
List of Approved Invoices, where it is audited. Payrolls covering
Managers' and Salesmen's Salaries are prepared at the Home Office
and the Branch charged for these through the Statement of Home
Office Charges and Credits.
Dr. Salaries —Work in Process Cr. H. O. Control Account
Commissions are listed to the Home Office on Commission Payroll Forms. These are carefully checked at the Home Office and
payment made if found correct.
Reimbursements for Petty Cash Funds are secured by means of
a draft on the Home Office, this draft in turn being supported by
a Pet ty Cash Disbursement Report with approved vouchers attached and signed by the Branch Manager and District Accountant.
This method releases funds for current use which otherwise would
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be in Banks throughout the country, but requires a careful check
being maintained at the Home Office.
Parts Sales to Customers are written on Charge Sales Tickets.
These are made in five copies, two copies serving as the customer's
invoice after being priced and extended in the Accounting Department, thus eliminating considerable amount of invoicing.
Cost records on customers repair jobs are posted by bookkeeping
machines, only the Requisition Number, Total Selling Price and
Cost Price being posted to the Cost Record. Invoicing of Repair
Work is in summarized form; that is, the parts used are not itemized unless the customer so requests.
The Accounts Receivable Ledgers are kept at the District Office
and are posted by bookkeeping machine also, the Accounts Receivable Ledger Sheet and the Cost Sheet being so designated that
posting can be done on either form with only very slight changes
in the set up.
Cash received from all sources, except reimbursement of Petty
Cash Fund, is deposited by the Branch or District Office in what
is termed a Cleveland Account. The Branches and Districts can
deposit to the credit of this account but withdrawals can only be
made by the Home Office.
The Periodical Reports mentioned earlier in this discussion are:
Semi - Monthly Reports of New Car Sales
Semi - Monthly Reports of Used Car Sales
New Car Inventory— Monthly
Used Car Inventory— Monthly
Daily Report of Cash Collections
Daily List of Approved Invoices
Analysis of Accounts Receivable
Operating Statement and
Balance Sheet
These are prepared at the District Office and must reach the
Home Office by a specified date since the schedule at the Home
Office calls for a consolidated Profit and Loss Statement and
Balance Sheet of all Companies on the 15th of the month
f ollowing.
The District Office prepares an Operating Statement and Balance
Sheet each month, classifying Sales and Expenses but does not
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show any costs on this Operating Statement and, therefore, is not
in a position to furnish the District Manager with a Profit and
Loss figure, the contention being that this information is unnecessary. If the District Manager can secure the volume of business
for which he is budgeted and at the same time not exceed the
budget given him for expense, he has nothing further to worry
about.
Budgets are prepared in the Home Office for each Branch and
broken down to the volume of business expected and to Selling
Expense, General and Fixed Expense, but not to Individual Expense Accounts. The budget is prepared on a yearly basis, any
changes found necessary being made quarterly.
The Operating Statement is lined up to show the actual expenses for the year to date with the budget shown in the next
column and the amount the actual is over or under the budget is
shown in a third column.
The actual expense and budget for the month is also shown on
this Operating Statement, and to assist the Branch and District
Management in attaining the goal set by the budget, another column
is provided showing the remaining unused budget on a monthly
basis.
There are two divisions in each Branch and District, viz. Sales
and Service. The Sales Division is separated further into New
Car and Used Car Departments. The Service Division is broken
into two Departments, Repair and Parts Departments.
The Operating Statement shows Selling Expense, Repair Department Expense and Parts Department Expense. No proration
is made between Departments of those expenses ordinarily spread,
such as Rent, Taxes, Insurance, Accounting Department Salaries.
This is avoided by arriving at the Departmental profit for the three
Departments, Car Sales Department, Repair Department, and
Parts Department, and from the profit of the three Departments
combined deducting General and Fixed Expenses to secure the
Profit or Loss of the Branch or District.
Physical Inventories of Parts and Supplies are taken throughout the organization on November 3oth each year although the
Fiscal Year ends December 3ist, the reason being to allow of
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figuring and checking all these Inventories before the closing work
for the year begins.
On November i of each year a new Price Book is prepared
showing Parts prices which will become effective January i of the
new year. This Price Book carries the part number, name and
price of each item of company manufacture, and at the time of
printing extra sets of this Price Book are printed with added blank
columns to the right for extension of items, and these extra sets
are used for listing of inventory. This eliminates typing of the Inventory as well as the enormous task of checking prices.
At the close of business each year the District Offices prepare
their Operating Statement and Balance Sheet in the same manner
as for any other month. When these are received at the Home
Office they are consolidated the same as any other month and then
adjusting entries made to Inventories, Reserve Accounts, etc. A
list of entries necessary on the part of the District Accountant is
forwarded him along with a final Balance Sheet. After he has
made the closing entries furnished, his Ledger should disclose only
those Balance Sheet Accounts and the balances shown on the final
Balance Sheet and he is in position to write the accounts for his
new Ledger for the year.
At the Home Office is maintained a Methods Department, the
duties of the accountants in this Department being to familiarize
themselves with any new equipment brought on the market and
continually study our present system of Branch House Accounting
with the thought foremost in mind to bring it as close to i 0 0 %
as possible.
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