EMPLOYERS MORALS

LIQImRy
N. A. C. A. BULLETIN
Vol. XX No. 17

May 1 1939

I N T W O SECT IONS

Section II

j
l

J

I \

FORUM SECTION
Convention News

T his Bulletin is published semi- monthly by the
Na tiona l Association of Cost Accou nta nts,
3 8 5 Ma dison Avenu e, New York City

c�

t

Auto-Lite Spark-Plugs ( here

under-

going rifid inspection) are one of 400
a u t o m o t i v e parts an d app li anc es m a d e
by T h e Elect ri c Aut o -Li t e C o m p a n y .
"S p a rk - p lu g" of/ Aut o -Li t e fi gure -work
me t bod s: t he Comp t ome t er.

Electric Auto - Lite Company
enthusiastic about
COMPTOMETERECONOMY

T h e E l e c t ri c A u t o - L i t e C o mp a n y, t h r o u g h
i t s 17 m a n u f a c t u r i n g pl a n t s , p r o d u c e s
m o r e t h a n 40 0 a u t o m o t i v e p a r t s a n d
ap p l i an c e s .
A t t hi s C o m p a n y' s m a i n p l a n t a n d e xe c ut i v e offices a t T o l e d o , O h i o , Comp t o m e t e r s h a n d l e t he gr e a t b u l k of Aut o Li t e fi gu re w o r k : P a yr o l l , Sal e s An a l ys i s ,
St at i s t i ca l , P l a n n i n g, Co st s, C o m p t r o l l e r 's
D e p a r t m e n t a n d G e n e r a l A c c o u n t i n g.
I n t h e Sal e s An a l ys i s D e p a r t m e n t , a n
average of 32,000 invoices (averaging 5
i t e m s t o t h e i n v o i c e ) a r e re c e i v e d e a c h
mont h.
F r o m t he se , o v e r 100 s e p a r a t e
sum ma ri z i ng re ports are comp ile d e ach
m o n t h , a n d sal e s an al yse s m u s t be r e a d y
i n f o u r w o r k i n g d a ys a f t e r t h e fi rst of
t he m o n t h .
M r . M . V . F l o o d , C o m p t r o l l e r of T h e
E l e ct r i c Aut o -Li t e C o m p a n y , s a ys : " T h e
h i g h sp e e d , e x t r e m e fl e x i bi l i t y a n d Co n tro l le d -Ke y ac cu rac y a f f o rd e d by Comp t o m e t e rs — a n d t h e C o m p t o m e t e r
Peg B o a rd a n d U n i t Ti c k e t m e t h o d s — h a v e
be e n i m p o r t a n t factors i n e n a bl i n g u s t o
m a i n t a i n ri g i d c o n t ro l at a l l t i m e s . . .
a n d g i v e t h e ph ra se ' C o m p t o m e t e r eco no m y ' v e ry re al a n d i m p o rt a n t m e a n i n g ! "

Are your firm's figure -work methods "bitting
o n all cyli nd ers "? May our represe nt at i ve s h o w
yo u h o w " C o m p t o m e t e r E c o n o m y " appli es t o
yo u r busi ness? T e l e p b o n e your loc al C o m p t o m et e r of fi ce — or wr i t e di re ct t o Felt & T a r r a n t

.11tg. Co., 1715 N . Paulina St., Chicago, 111.
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OUR OPEN FORUM
This section of the Bulletin is available to all for the informal discussion of technical matters of interest to our members. Included
here will be comments on articles in Section I, ideas and suggestions
arising out of these articles, and other correspondence in which our
members are likely to be interested. The ideas expressed will be
those of the individual correspondents, and all shades of opinion will
be welcomed to the extent that the ideas expressed are constructive
and of general interest.
FAVORS USE OF PRICE ADJUSTMENT ACCOUNT OR RESERVE
Editor, N. A. C. A. Bulletin:
I noted with interest the letter in the Open Forum of April 1, 1939,
regarding the use of a reserve for raw material price fluctuations. A similar
method was described in an article by myself in the N. A. C. A. Bulletin
of October 1, 1937, and comments on this article appeared in the Open
Forum of November 1, 1937.
This method should be of particular interest to cost accountants because
it is a direct or cost accounting method whereas the base - stock, stated
reserve, and last -in, first -out methods are essentially financial accounting.
That is, under the latter methods values are placed upon the inventories,
and the cost of goods manufactured and cost of goods sold are found by
deduction, whereas under the price fluctuations account method the cost of
goods manufactured and cost of goods sold are found directly through the
use of replacement cost.
The plan described in the Open Forum of April 1, calls for the use of
replacement cost at the time metal is charged into process. This is satisfactory when goods are manufactured to order and the selling price (which
takes into account the cost of metal at the time the order is taken) is
established at the time metal enters production. (There would be some lag
between the time the order was taken and production on the order was
started but this would be a minor matter.) However, in cases where the
selling price is determined after the goods have been manufactured, the cost
of goods sold should be determined by the use of replacement cost at the
time of sale. If this is not done, the method will not make allowance for
changes in material cost (and consequent changes in finished goods selling
price) between the time material enters production and is sold.
I think it is desirable that inventories be shown in the balance sheet at the
lower of cost or market. I would not object, however, to the presentation
of the price fluctuation reserve as a visible deduction from the inventories
in the balance sheet. Such a presentation would enable a person, as, for
example, a creditor who is interested in the short run valuation of inventories, to work out more accurately the current working capital position of
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the company. At the same time the management and investors could look at
the investment in inventories from the conservative long run point of view.
I believe that the ability to show the reserve in this fashion is an advantage
that the use of the price fluctuation account method has over the last -in,
first -out method.
There is one point in particular that should not be overlooked in connection with the use of the price fluctuation account; that in any period in which
the closing inventory quantity is less than the quantity of inventory on hand
at the beginning of the period, that portion of the reserve applicable to the
quantity of inventory liquidated should be released to income.
The following figures may help to illustrate this point:
FIRST PERIOD

Last -in, First -out Method
RAW MATERIAL

Beginning inventory:
50,000 units at $1....... $ 50,000
Purchases:
60,000 units at $2....... $120,000

Transferred to Process:
50,000 units at $2........$100,000
Balance . . . . . . . . . . . . . . . . .
70,000
$170,000

$170,000
Ba l a n c e . . . . . . . . . . . . . . . . . . $ 70,000
WORK IN PROCESS

50,000 units at $2....... $100,000
Price Fluctuation Account Method
RAW MATERIAL

Beginning inventory:
50,000 units at $1....... $ 50,000
Purchases:
60,000 units at $2....... 120,000

Transferred to Price
Fluctuation Account:
50,000 units at $1........ $ 50,000
Balance . . . . . . . . . . . . . . . . . 120,000

$170,000

$170,000

Balance . . . . . . . . . . . . . . . . . $ 1 2 0 , 0 0 0
PRICE FLUCTUATION ACCOUNT

50,000 units at $1......... $ 50,000
Balance . . . . . . . . . . . . . . . . .
50,000

Transferred to process at
replacement cost:
50,000 units at $2....... $100,000

$100,000
$100,000
Balance . . . . . . . . . . . . . . . . $ 5 0 , 0 0 0
WORK IN PROCESS

50,000 units at $2......... $100,000

I
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In this first period the charge to work in process is the same under both
methods. For the sake of illustration there is no need of carrying the computations further and I shall simply assume that the goods were completed
and sold. The raw material ending inventory under the last -in, first -out
method is $70,000, representing 50,000 units at $1 ($50,000) and 10,000 units
at $2 ($20,000). Under the price fluctuation account method, the closing
inventory of raw material is $120,000 and price fluctuation account shows
credit balance of $50,000, which, if subtracted from the raw material
figure in the balance sheet, would show $70,000 as in the case of the last -in,
first -out method.
SECONDPERIOD
Last -in, First -out Method

RAW MATERIAL
Beginning inventory:
Transferred to Process:
60,000 units ............ $ 70,000
60,000 units ............ $170,000
Purchases:
Balance . . . . . . . . . . . . . . . . .
50,000
50,000 units at $3....... 150,000
$220,000
$220,000
Balance . . . . . . . . . . . . . . . . . $ 50,000
WORK IN PROCESS
60,000 units . . . . . . . . . . . . $170,000
Price Fluctuatio ns Account Method

RAW MATERIAL
Beginning inventory:
Transferred to Price
60,000 un its .... ........ $120,000
Fluctuation Account:
Purchases:
60,000 units at $2....... $120,000
50,000 units at $3....... 150,000 Balance . . . . . . . . . . . . . . . . . 150,000
$270,000

$270,000

Balance . . . . . . . . . . . . . . . . . $150,000
PRICE FLUCTUATIONS ACCOUNT
60,000 units at $2......... $120,000 Balance . . . . . . . . . . . . . . . . . $ 50,000
Balance . . . . . . . . . . . . . . . . . 110,000 Transferred to process at
replacement cost:
$230,000
60,000 units at $3....... 180,000
$230,000
Balance . . . . . . . . . . . . . . . . . . $ 1 1 0 , 0 0 0
WORK IN PROCESS
60,000 units at $3......... $180,000

1141

N. A. C. A. Bulletin

May 1, 1939

In the second period, if we assume that the goods are completed and sold,
the stated profit under the last -in, first -out method includes a price gain of
$1 per unit on the $10,000 units of inventory that have been liquidated (assuming that the finished goods prices have risen in line with the increased
raw material cost of .$1 per unit). On the other hand, under the price
fluctuations account method as illustrated, the stated profit would be $10,000
less, thus eliminating in so far as is practicable, all profit from price
fluctuations. However, because the closing inventory is 10,000 units less
than the beginning inventory, any gain on this quantity between the beginning and end of the second period is realized income and should be
included ip the net profit for the period. It would seem to me that this
should call for a charge against the price fluctuations account of $10,000 and
a corresponding credit to an account such as "Realized Price Gain on Inventory Liquidated," this item to be shown separately in the profit and loss
statement before arriving at net profit for the period. If this were not
done, the reserve would permanently impound a realized profit and at the
close of the second period the raw material net of the reserve would be
$40,000, or $10,000 below the base value of the 50,000 units that we started
with and have now returned to. It is conceivable that in time, unless the
adjustments suggested were made, the credit balance in the price fluctuation
account might be so large as to result in a negative inventory when subtracted from the figure for raw material.
If, under the last -in, first -out method, the closing inventory is averaged
and the average unit cost is used in pricing the liquidation of a portion of
the beginning inventory, the results would differ from the example above.
Under these conditions the accounts in the second period above would be as
follows:
RAW MATERIAL
Beginning Inventory:
60,000 units . . . . . . . . . . $ 70,000.00
50,000 units at $3.... 150,000.00

Transferred to Process:
50,000 units at $3......$150,000.00
10,000 units at $1.16Y3. 11,666.67
Balance . . . . . . . . . . . . . . 58,333.33

$220,000.00
$220,000.00
Balance ............ $ 58,833.33
This would result not only in including in stated profit the price gain of
$10,030 on the 10,000 units liquidated, but would defeat to some extent the
purpose of the last -in, first -out method by including in the stated profit
$8,833.33 of what the adherents of the last -in, first -out method believe to
be unrealized profit.
I shall look forward with interest to further discussions of this subject.
C. B. NICKERSON,
Boston Chapter.
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A SIMILAR PLAN DESCRIBED

Editor, N. A. C. A. Bulletin:
In the Forum section of the April 1 Bulletin was a letter from a member
bn the subject of the use of reserve for eliminating 'raw material price
fluctuations. It interested me considerably because the plan was very similar
to one in effect with which I had some experience. I shall venture to tread
on dangerous ground and offer a description of the system, in the thought
that it might be of some interest.
Your correspondent is in essence seeking to "cost out sales" on the basis
of metal prices on which sale prices had been originally calculated. In
other words, if a sale is made today based on $1.00 per unit (today's market)
for metal, when delivery is made on the sale, the metal used in that particular order is costed out at $1.00 per unit regardless of whether it had been
purchased at an actual cost higher or lower than $1.00. This, of course,
is founded on the "replacement" concept which operates very successfully
in the flour milling industry.
It would be difficult to discuss or comment briefly, yet comprehensively, on
your correspondent's individual case as there are ramifications to the problem
which were not mentioned, such as market position, whether "`long" or
"short "; methods of booking sales and purchases, whether on forward
contractor not; hedging; and a number of others.
The system I am to describe was used in an industry (which, by the
way, was not flour milling) in which not only did prices of raw materials
fluctuate daily, but prices of finished products also moved almost immediately and simultaneously in direct ratio. Furthermore, the value of a joint
product was approximately 40 per cent of that for the "principal" product,
and the price for the joint product likewise fluctuated daily. Although the
three prices moved almost simultaneously, the fluctuations were not always
concurrently in the same direction, and no two could be considered independently of the third. The majority of raw material purchases and finished
products sales were generally made on forward contracts. An existing
"futures" market in raw materials permitted of maintaining a balanced
market position, although at times the management would choose to go either
"long" or "short." Sales prices were quoted and sales made on the basis of
prevailing market replacement prices for the raw material at time of sale.
As each sale was booked, whether on forward contract or for immediate
delivery, an "inventory transfer memo" was issued covering the required
quantity of raw material and the basis price for the raw material entered
thereon by the sales department. For example: If a sale had been made
requiring 100 units of raw material the basis price (replacement market at
time of sale) of which was $1.00 per unit, a memo along the following
order was issued:
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INVENTORY TRANSFER MEMORANDUM
Sa le . No.. .. .. .. .
Da t e . . . . . . . .
Purchase r... ....
100 Units "A" Material @ $1.00
$100.00
Approved:
Sales Dept.
Accounting Dept.
Authorized Signature
Authorized Signature
NoTE: The foregoing is in skeleton form; the regular form in use contained other informational detail, not essential to this description, which has
been omitted.
At the end of each accounting period a summary of these transfer memos
provided the basis for a journal entry charging a Manufacturing' Department
Raw Material account and crediting the Raw Material Purchases account.
In this manner, the Manufacturing Department Raw Material account comprised all raw materials definitely covered by forward commitments on sales
and valued in the aggregate at market replacement prices on which those
sales had been made. As will be later described, this account was credited
with amounts representing the replacement cost of materials used in finished
products actually delivered on sales.
The Raw Material Purchases account received as debits the value at
beginning 'of any raw material inventory not transferred to the Manufacturing Department Material account, and the costs of actual purchases of
materials during the period. It was credited with all materials transferred
as described in the preceding paragraph. The balance of the account represented a book value, neither actual cost nor market, for all unappropriated
raw material inventory. At the end of the period the quantity of unappropriated raw material, as shown by this account, was priced at the average
of actual cost for the period, and the difference between the total value so
obtained and that shown as a balance in the account set up as an "Adjustments to Contract" item on the balance sheet immediately following the
"Raw Materials, Unappropriated" item.
This procedure gave these principal results:
(1) Raw material inventory comprising the "Unappropriated" portion was
carried on the balance sheet on an actual cost basis.
(2) Raw material inventory in the manufacturing department carried at
replacement basis.
(3) Cost of products manufactured was charged with raw materials at
replacement cost (at time of sales) thus eliminating from gross profit
violent fluctuations resulting from prolonged rises or declines in material price levels, owing to the fact, as subsequently described, that sales
were actually costed out at corresponding replacement costs of raw
materials.
(4) The gain or loss resulting from revaluing unappropriated raw material
at cost, was carried as a "reserve" under the title of "Adjustments to
Contract."
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As has been stated, the manufacturing department inventory was always
covered by commitments to deliver on sales, a summary of which equaled
within rare and minor differences the balance of the Manufacturing Department Raw Materials account. In other words, if the account showed a
balance on March 31 of $16,900.00, a summary of undelivered sales commitments would ordinarily show up possibly as:
Contract
or
Order
1
2
7
10
15

Purchaser
R. Jones
R. Roe
W. Williams
XYZ Co.
ABC Inc.

Units
Raw Material
Required
1,000
1,000
2,000
8,000
5,000
17,000

Sale
Basis
Price
$1.00
1.00
.90
.95
1.10

Total
Raw Material
$ 1,000.00
1,000.00
1,800.00
7,600.00
5,500.00
$16,900.00

At the end of each period all deliveries on sales were costed out on the
basis of a summary of invoices. This was possible because out of each
group of invoice copies written when a delivery was invoiced, one copy
carried a section:
COSTING BASIS
Per Unit
Units
Total
Raw Material
Labor
Overhead
Total
in which the sales department entered the material price as shown by their
file of sales contracts when deliveries were posted thereagainst. Labor
and overhead were costed at standard rates per unit by the accounting
department. This summary of invoices provided the data for a journal
entry costing out sales, to wit:
Dr.
Cr.
Cost of Sales —Raw Materials
xxxxxx
Labor
xxxxxx
Overhead
xxxxxx
Manufacturing Dept. Raw Material
xxxxxx
Labor (Control Account)
xxxxxx
Overhead (Control Account)
xxxxxx
Incidentally, the Cost of Sales account was carried in three sections as
indicated above.
The system presupposed that manufacturing would lag behind sales and
consequently at the end of a period any physical inventories of finished
products were carried as "in process" inventories, the justification being
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that such goods were definitely applicable to specific sales contracts and
merely awaited delivery. Furthermore, actual work in process for all practical purposes was always negligible and never inventoried as such. Conveniently, this was the actual condition and there were always sales commitments booked in excess of quantities which could have been manufactured during the period under normal capacity. To many this will appear
unusual and an "ideal" situation. Odd though it be, it was the case and for
this reason the system proved quite practicable and satisfactory.
The question now very naturally arises about variances in labor and overhead accounts, and material costs in the "in process" inventories. It must be
remembered that the manufacturing department was charged with
(1) Raw Materials —at replacement cost
(2) Labor
—at actual
(3) Overhead
—at actual

a

and relieved by credits based on a summary costing invoices for deliveries
(the corresponding debits going to a 3- section Cost of Sales account) in
which labor and overhead were costed out at standard rates and materials
at specific replacement costs.
If any finished products existed the "cost" was removed from the manufacturing control accounts by a journal entry (subsequently reversed) in
which labor and overhead were costed at the same standard rates, but raw
materials at an average calculated from the balance in the Manufacturing
Department Raw Material account, and transferred to "Work in Process"
Inventory account. This left in the Manufacturing Department Raw Material account a balance representing actual raw materials on hand, appropriated for sales, valued at an average of the replacement cost for undelivered
sales commitments. It also left balances (usually) in the labor and overhead control accounts which represented variances, and created a "Work
in Process Inventory" account representing finished products awaiting
delivery orders on sales commitments, but temporarily valued, insofar as
material costs were concerned, at an average of replacement cost for those
sales still unfilled. Inasmuch as it could not be known at that particular
time just what individual replacement costs were applicable and would not
be known until delivery orders were received, this journal entry was reversed
after closing.
The following illustrations might serve to clarify the foregoing:
MANUFACTURING DEPARTMENT RAW MATERIAL ACCOUNT
Units
Dr.
Summary of Inventory Transfer Memos.. 10,000 $12,000
(a) Summary of Invoices Costed............ ( 8,000)
(b) Transfer to Work in Process Inventory.. ( 1,000)
Balance: Raw Material In ve n t or y. . . .. . . . . .
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LA BO R CO NT RO L AC CO UN T
Units
Dr.
Act u a l P a yr o l l s . . . . . . . . . . . . . . . . . . . . . . . . 9,000 $19,000
(a) Summary of Invoices Costed ............. ( 8,000)
(b) Transfer to Work in Pr oce s s . . . . . . . . . . ( 1,000)
Balance: Labor Variance . . . . . . . . . . . . . . . . . .

$16,000
2,000

$ 1,000

OVERHEAD CONTROL ACCOUNT
Units
Dr.
Actual Expenses . . . . . . . . . . . . . . . . . . . . . .
9,000 $10,000
(a) Summary of Invoices Costed............ ( 8,000)
(b) Transfer to Work in Process............ ( 1,000)
Balance: Overhea d Varia nce ... ....... ......

Cr.

Cr.
$ 8,000
1,000

$ 1,000

Note: Entry (b) would be reversed after closing
Someone will ask at this point: "What about raw material inventories
which had not been 'transferred' ?" Again remember that all purchases had
been originally accumulated in the Raw Material Purchases account at
actual cost and had transferred therefrom to the Manufacturing Department
Raw Materials account all materials required on definite sales commitments.
At the end of the period the Raw Material Purchases account would
show a balance which represented a book value of that portion of raw
material inventories not appropriated for sales. This book value, being the
arithmetical remainder of the total of actual material costs less transfers
at replacement cost, might be at the time higher or lower than either actual
cost or market, or both. For example:
RAW MATERIALS PURCHASES ACCOUNT
Units
Dr.
(1) Beginning Inventory . . . . . . . . . . . . . . . . . . .
5,000 $ 6,500
(2). Total Purchases . . . . . . . . . . . . . . . . . . . . . . . 15,000
13,500
(3) Transfer to Mfg. Dept. Raw Materials... (10,000)

Cr.

$12,000

(4) Balance: Ending Inventory ( "Unappropriated") .......................... 10,000 $ 8,000
Note that:
(1) gives unit co s t . . . . . . . . . . . . . . . . . . $1.30
..
(2) ..
..................
.90
(3) .<
<�
.. . . . . . . . . . . . . . . . . . . 1.20
(4)
....................
.80
Now market might have been either, say $1.25 or $.70 at the dose of the
period; while actual cost (average of beginning inventory plus purchases)
is $1.00; the average per unit (closing balance figures) is $.80.
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Under the system, however, the combined raw material inventories are
stated on the basis of actual cost, for assuming that none of the "transfers"
had been delivered on sales, the raw material inventories would have
appeared:
Units
Value
Raw Material Purchases Account......... 10,000
$ 8,000
Manufacturing Dept. Raw Materials Acct. 10,000
12,000

which would agree with:
Beginning Inventory . . . . . . . . . . . . . . . . . . . . .
Total Purchases . . . . . . . . . . . . . . . . . . . . . . . . .

20,000

$20,000

5,000
15,000

$ 6,500
13,500

20,000

$20,000

At the close of the period, the units of inventory covered by the Raw
Material Purchases account would be priced at the average of actual cost
of total purchases plus beginning inventory, and the difference between the
value so determined and the value shown by the ledger account, would be set
up as "Adjustment to Contracts' and on the balance sheet included with
inventories. The figure representing "Adjustments to Contract' might be
either positive or negative and its mathematical influence on total raw material inventory values was to act as a "reserve" to bring down total values
to cost basis. Using the figures in the preceding illustrations, the balance
sheet would show:
INVENTORIE S:
Raw Materials Unappropriated ................. $10,000*
Ad ju s tmen t t o Con t ra ct s . . .. .. . .. .. . .. . .. .. . .. . (2,000)
Manufacturing Dept. Raw Materials............
2,000
$10,000
* 10,000 units (book value $8,000.00) at average cost of $1.00 per items
(1) and (2) in the account.
This entry setting up the "Adjustments to Contract' item would always
be reversed after closing.
In this description only the salient features of the system have been
described, but enough, it is believed, to give a fair conception of how it
operated. It is here offered for what interest it may have for those who
chance to read it, rather than as material to initiate controversy and debate.
In conclusion, I may remark that this system was embarked upon after
a fair trial had been given to (1) the first -in, first -out method, and (2) the
average cost method, neither of which proved satisfactory in avoiding the
extreme fluctuations in gross profit resulting from prolonged advances or
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declines in raw material price 'levels during accounting periods. It was
found that the new system (patterned to some extent after that in general
use in the flour milling industry) worked so practically and so satisfactorily
that any deviations from accepted traditions in accounting were felt to
have been fully justified. While the system operated very well in this
particular case (perhaps because of conditions peculiar to the business), it
may not be practicable in other cases. And this, to me, is another point
of evidence that accounting is a flexible science which can, with a liberal
point of view, be tailored to fit conditions, and meet the demands of management for practicality and rationality in accounting.
ROBERT R. RENNER,
Buffalo Chapter.
STANDARD COSTS ENTAIL LESS CLERICAL WORK
Editor, N. A. C. A. Bulletin:
"A Member's" request for an opinion on his method of accounting for raw
material as outlined in the Forum section of the April 1 Bulletin, prompts
me to reply.
I believe that a standard material cost system would require less clerical
work. The cost of sales figures .resulting from the application of such a
method would also furnish a clearer and more comprehensible gross profit
picture. We avoid reflecting in manufacturing profits, advantageous buying
or selling profits of basic raw materials.
Standard material prices can be set by the following two methods:
(1) By using prices as per basic price list, that is, if it is customary
in the trade to quote as per such a list, adjusted to the market by
percentages up or down.
(2) By accepting average prices over a period of one or more years.
If the business is seasonal, both prices and quantities must be
used in obtaining these averages.

in

Materials purchased are charged to stock at standard value and any differences between actual cost and standard are posted to a "Purchase
Variation" account. This account will reflect gains or losses due to market
fluctuations or speculative buying.
Materials will travel from stock through work in process and finished
goods stock into cost of sales at the same cost. This will greatly simplify the clerical routines, compared to those used by "A Member."
I suggest that differences between the standard material costs and the
material costs used for the quotations be eliminated from the net sales
and posted to a "Sales Variation" account. The gross profit obtained by
the application of this method will reflect true manufacturing earnings.
Profits made by advantageous buying or selling of the basic raw materials
or losses incurred under reversed conditions are kept entirely separate the
Purchase and Sales Variation accounts.
J. C. METSCx,
Newark Chapter.
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QU E S T I ON S A N D ANS WE RS
The Research and Service Department at National Headquarters
conducts a Question and Answer Service for the benefit of N. A. C. A.
members. Practical accounting questions which cannot be answered
from our research files are submitted to a number of our members for
answer. The replies with names deleted are transmitted to the
original inquirer. In this section of the Bulletin will be published such
of these questions and answers as appear to be of general interest
to our members and worthy of their consideration.

ACCRUAL OF LOCAL PROPERTY TAXES
Question: A problem has arisen regarding the accrual of local property
taxes on December 31, 1938. The following facts relate to the local system
of taxation:
1.
2.
3.
4.

The listing of property is any time during the month of June, 1938.
The property is listed as of May 1, 1938.
The tax rate is determined the following December 15, 1938.
The tax bill will be received during April, 1939, and according to the
Tax Cotmnissioners Office will cover taxes from May 1, 1938 to May
1, 1939.
5. The first installment of the tax bill will be due and payable on May
1, 1939, and the second half on October 1, 1939.
6. The municipal fiscal year runs from January I to December 31.

As a result of local inquiry it has been found that some companies will
make no accrual for local taxes at the end of the year holding that the
taxes apply to the year when paid; other companies will accrue taxes for
eight months on December 31, 1938, holding that the taxes apply to the
year beginning May 1, 1938; another company will accrue a full year's
taxes on December 31, 1938, holding that the taxes paid in 1939 apply to
the calendar year 1938.
The following facts may help to throw some light on the operation of
the local tax laws. In each case it is assumed that there is no agreement
between the purchaser and seller regarding the payment of taxes.
1. A person or corporation acquiring property on January 1, 1938 would
list their property as of May 1, 1938, but would pay no taxes until May 1
and October 1, 1939.
2. A person or corporation selling property on December 31, 1938, would
be required to pay the tax on that property on May 1 and October 1, 1939.
3. A person or corporation which had held property for some time and
sold this property during the first four months of 1938, would not be required
to list the property as of May 1, 1938 or pay taxes in 1939. However, taxes
would need to be paid on May 1, 1938 and October 1, 1938.
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On the basis of this statement of facts, should there be any accrual of
local property taxes on December, 1938, and if so should the accrual cover
the eight months from May 1 to December 1, 1938 or the entire calendar
year?
Answer No. 1: In the case cited, it would be our practice to accrue
eight months' taxes by December 31, 1938 and four months in 1939. In the .
case of the Bridgeport City Tax, which is an exact parallel to the case you
have cited, the owner of property at the date of the Grand List (September
30) is required to pay the tax on that property until the next Grand List
is issued on September 30 of the following year.
Answer No. 2: I believe that on the basis of facts submitted in your
letter of December 29 that local property taxes should be accrued as of
December 31, 1938 for the full twelve months of 1938.
The answer to your question is decided pretty much by prevailing practice in the different states by recognized accounting firms handling the
accruals of taxes in those states. My answer is correct in that it is usually
impossible for a person purchasing or selling the property in the middle of
the year to pay up the taxes. Consequently, the matter of taxes is adjusted
by the buyer or seller at the time of purchase or sale.
Answer No. 3: I have reviewed the problem relative to the accrual of
local property taxes. My conclusion is that there should be an accrual
of eight months' taxes on December 31, 1938. This conclusion is based on
the theory that the tax bill received in April, 1939 covers the taxes for the
period from May 1, 1938 to May 1, 1939. It seems to me that the liability
for taxes accrues at the time of the listing of the property.
This thought is supported by the three examples cited relative to the
liability of a person or corporation upon the acquisition or disposition of
property. As will be noted, my conclusion is compatible with the tax commissioner's ruling as to the period covered by the tax bill. In all cases that were
cited, the person holding property as of May 1, 1938, would be liable for
the taxes payable May 1, 1939, and October 1, 1939.
Answer No. 4: This problem is similar to one which we have here, except
for the dates. My opinion of the matter is as follows: Property taxes
attach to property on the date of assessment, in this instance May 1. A
concern listing its machinery on hand at May I and selling it on May 2 would
be required to pay a full year's tax, notwithstanding the fact that it owned
the asset only one day after assessment.
Municipalities exist to render service at cost, and operate on a budget
which contemplates the amount of revenues which will be available before
fixing appropriations. In the case in point, the revenue to be raised on the
May 1, 1938 assessment is for the operations of the year 1939. Therefore, a
concern closing its books at December 31, 1938 should set up the liability
for the full year's tax which actually attached in May 1, 1938.
The question then arises as to what the appropriate charge should be.
Inasmuch as this particular tax is to be collected to finance the operations of
the year 1939, it would seem that at December 31, 1938 no part of it may
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be expensed. The charge should be to Deferred Tax Expense, which during 1939 will be charged off ratably to expense.
In actual practice, few concerns treat the item as I have suggested. But
I don't believe that custom should affect the treatment of an item of this
sort.
Answer No. 5: The data submitted with your questions of December 29
apparently applies to property within a state the laws of which are different
from those of the State of Illinois, and consequently it may be that an answer
from this locality will not be entirely correct from the point of view of the
questioner.
Regardless of the dates involved, and based on a limited knowledge of
reasons for the accounting methods required, I would say that local property taxes should be accrued currently on the basis of past experience and
that such monthly accrual amounts should be adjusted upon receipt of the
tax bill. The tax bill definitely covers a period as indicated thereon, and
taxes really become due and payable currently although not legally payable
except on specific dates indicated in the state law.
In other words, our method here is practically as stated above, to assume
that the taxes are part of our fixed overhead expenses currently, and to
accumulate a reserve for them by including a pro rata part of an assumed
bill for the current year in each monthly expense.
The actual date of payment of the bill as required by law is quite different
from the liability of the tax which is present at all times. The assessment
of a definite amount only crystallizes and makes definite the amount which
we have tried to foresee, and for which we have set up monthly and approximate reserves.
I believe that it is common practice in the sale of any property to prorate
the taxes or the estimated taxes on the basis as described, which is a further
indication that taxes are commonly believed to be currently accruable during
the period covered.
Answer No. 6: The many complicated provisions with respect to tax liabilities, liens, etc., which may exist in the laws of any state make it impossible to give a reliable answer without extended study, legal opinions,
etc. The following answer must, therefore, be understood as subject to
the qualification that there is nothing in the local law which would be at
variance with the conclusions I reach.
From the standpoint of accounting accrual, the essential points seem
reflected in the statements made that (1) a person acquiring property on
January 1, 1938 would pay no taxes on it until 1939; and (2) a person selling
property on December 31, 1938 would be required to pay a year's taxes on
that property in 1939. Considering, then, a corporation which acquired property January 1, 1938, held and used the property throughout the year and
disposed of it on December 31, 1938, there would seem to be a tax accrual
for the year 1938 which would be payable in 1939. It would seem appropriate that such a corporation should show the accrual of the year's taxes
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in its accounts for the year 1938 and in its balance sheet at December 31,
1938.

As I understand it, the same line of'reasoning would apply to a corporation (partnership or individual) operating on a fiscal year ending at the
close of some month other than December, but I am not clear from the
statement made just when the exact cut -off date might be (determining
that according to the date when a sale of the property would not avoid
the future payment of taxes on such property).
I am not attempting here to say whether or not the rule proposed is that
which would be recognized in determining Federal income tax deductions.
There the question might arise as to when all the events had occurred
which are necessary to determine not merely the fact of liability but also
the amount of such liability. As for this point, I understand there is some
conflict in legal decisions. From the accounting standpoint, however, the
correct rule seems to be that if the property were sold at or before the
close of the accounting year, there would still be a tax to be subsequently
paid because of the ownership of the property up to the time it was sold;
then that liability should be treated as an accrual in the accounts.
As for the period over which such accrual should be spread, it seems to me
that the test applied as above would indicate that the full liability for the
year 1937, payable in 1938, had accrued at or before December 31, 1937,
so that there was nothing which occurred in 1938 which would serve to
increase or decrease the amount of such liability. The liability which
accrued during 1938 is apparently the liability for the taxes to be paid in
1939. There was probably some one day in 1938 when the liability for
taxes in 1939 became fixed, so that the liability for taxes to be paid in
1939 then attached in such a way that it would not be affected by any subsequent sale of the property. However, in our usual accounting procedurg
we use the plan of accrual to spread a charge over the period during which
the benefit from the payments is presumably enjoyed. Accordingly, if the
benefit of a tax or other payment is presumably enjoyed equally throughout
the accounting year, we normally spread the charge under what we term an
accrual method, ratably over the entire accounting year.
I recognize the argument that this really should be from May 1 to
April 30. However, we have the customary procedure of submitting a balance sheet at the end of each year to reflect the liabilities, and if the full
liability has been incurred at the date of the balance sheet, it should be
so reflected. It is true we could on the December 31, 1938 balance sheet
show as a liability the full accrual of the taxes payable in 1939 and could
then show on the asset side as a deferred charge the amount of that liability which would be applicable to the four months to April 30, 1939
(understanding this would be the period which would expire before any
new and additional liability would attach and that the company is expecting
to continue to use the property during that period). Perhaps this is theoretically the right solution, but it provides a little more complicated situation to be reflected on the balance sheet and I like to see the balance sheet
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kept as simple and as readily understood as possible. I do not see any
serious criticism that can be directed on a corporation for charging off
during the year 1938 the amount of taxes which have accrued during that
year even though there is the expectation that the corporation may during a
few further months receive a benefit from the liability accrual.
Accordingly, I believe it would be proper under the conditions as I understand them to set up the entire liability as an accrual at December 31, 1938
for the taxes to be paid in 1939 and to charge off ratably over the twelve
months of 1938 the amount of such accrual.
In conclusion, I repeat that my answer to the problem is based on the
understanding of it which I have from the question asked and is subject
to modification if there is anything in the local law or authoritative court
decisions which would conflict with the conclusions I have reached.

Convention News
P HO T O GR AP HIC C ON T E S T
1939 N. A. C. A. CONVENTION- ATLANTIC CITY
As a result of the widespread interest shown by our membership in the
last photographic contest and the exhibit of prize - winning pictures, which
was held in conjunction with our Convention in Chicago last year, it has
been decided to hold a similar contest at our Atlantic City Convention in
June.
In addition to the exhibit, there will be a lecture and demonstration of
,amateur picture- making methods, which should prove worthwhile for those
interested in photography who are planning to attend the Convention.
The contest will be open to all members and junior members who are
amateur photographers, and entries will be judged by a group of experienced
and technically qualified judges.
Classifications: Pictures may be submitted under four classifications and
a number of awards will be made for the best pictures in each of the following groups:
(A) N. A. C. A.— Chapter activities (business or pleasure), prominent
personalities in the Association, previous conventions, events, etc.
(B) INDUSTRIAL—An excellent opportunity for interesting and informative pictures in the fields of business, commerce, transportation, manufacturing, etc.
(C) PICTORIAL— Scenes, travel, etc.
(D) PORTRAITS.
Applications for entry blanks will be sent to all members with the Convention notices. Start working on your entries now. Certainly you can
submit material of interest under one of the above classifications.
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P LANS F OR THE ENTERTAINMENT OF LADY GUESTS
The Committee in charge of ladies' entertainment for the 1939 Convention
has had a difficult time deciding, not on what should be included in the
program, but what should be omitted from the wealth of interesting and
amusing diversions that Atlantic City offers for lady visitors. So many
things "simply must be dome" at Atlantic City, it would take much more
than four days to cover them all. Finally, however, the Committee has
presented a well - rounded program which starts on Monday morning with
a beach gathering and swimming party, followed by a luncheon at the
Ambassador and an afternoon visit to the Steel Pier and its exhibits and
amusements.
On Tuesday the ladies will tour the Atlantic shore line to Ocean City and
visit the Seaview Country Club at Absecon for luncheon and an afternoon of
bridge, golf, tennis, swimming, and other country club activities. On the
return trip they will stop at the Auditorium (where the business sessions
of the convention are being held) for a conducted tour of this interesting
institution. Here an opportunity will be given to inspect the Photo Exhibit
and attend the lecture on "How to Take Pictures" which will be given with
demonstrations of photographic technique, arranged by the Committee in
charge of the Amateur Photographic Competition.
On Wednesday morning a tour of the Boardwalk and the National Exhibits
has been arranged. This tour will be made in rolling chairs and will be
concluded by luncheon in the beautiful Stratosphere Room located high in
the tower of the Traymore Hotel which offers a magnificent view of the
whole Atlantic shore line. During the afternoon ocean sailing and fishing
parties have been planned for the more venturesome.
Thursday morning will be given over to relaxation on the beach at the
Ambassador with specially arranged trips as desired for visits to the shops
on the Boardwalk and the auction rooms, which are highly interesting.
In the evenings the ladies will join the general parties, Monday the
Presidents' Reception, Tuesday the "Shore Leave" expeditions, and Wednesday the annual Banquet which is always the high spot of the convention.
Full details of the program with reservation forms will be included in the
mailing of convention data about May 10. The Ladies Committee will be
happy to make arrangements for any special trips on request either during
or prior to the convention. Such requests may be addressed to National
Headquarters. It is hoped that the N. A. C. A. ladies will look upon this
Atlantic City convention as an opportunity for a delightful shore vacation
and will plan to accompany their husbands for a visit to probably the most
famous resort in America. Plan to combine the convention trip with a visit
to the New York World's Fair, and secure the benefit of the low Fair rail
rates.
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Employment

Man Available
Listed below is a short summary of the employment records of one of
our members who is now availble for employment. A complete file of
men is maintained at Headquarters. Upon request, digest of the records
of men available and qualified for the positions to be filled will be furnished
employers.
No. 1420 —Ohio C. P. A. with sixteen years of public and industrial
experience, now engaged in university teaching from the latter part of
September to the first part of June, desires a summer position with C. P. A.,
industrial, other private, research, or governmental organization.

Notes on Current Literature
ADVANCED COST ACCOUNTING. Charles F. Schlatter. John Wiley
& Sons, Inc., 440 Fourth Avenue, New York, N. Y. 1939. vii, 217 pp.
$2.50.
This book is a companion volume to Professor Schlatter's Elementary
Cost Accounting published in 1927. It is intended as a text for the second
semester of a year's course in cost accounting. Primarily it is a presentation of standard costs, although the reader who skips the introductory chapter
will not find standard costs mentioned until Chapter VIII, half way through
the book.
Professor Schlatter approaches the subject of standard costs by first
developing the problems connected with burden application on a standard
basis. Following an introductory chapter he takes up in order the subjects
of expense distribution, factory expense control and burden application. The
latter extends over three chapters and contains a most valuable discussion
of various concepts of normal capacity for burden application purposes.
A chapter on differential costs and the effect of volume on profits concludes the discussion of burden.
The following two chapters deal more specifically with standard costs and
are followed by three chapters dealing respectively with: profit and loss
arising from market changes; waste, spoilage, scrap, by- products and joint
products; and interest as a cost of manufacturing.
One cannot read this book without feeling how different it is from the
usual text on cost accounting. There are no illustrative forms. There are
few journal entries or detailed applications of the principles. But the
principles are presented in most convincing form, much as an able teacher
would explain the subject to a student for whose reasoning equipment he
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had great respect. There is little in this book that is dogmatic, but much
that is convincing. In the hands of the capable teacher who can illustrate
the applications of the principles here presented, this book should be a most
usable text. In it the practical cost man will find a clear and convincing
presentation of good cost accounting principles.
ORIGIN AND EVOLUTION OF DOUBLE ENTRY BOOKKEEPING.
Edward Peragallo. American Institute Publishing Co., Inc., 13 E. 41st
St., New York, N. Y. 1938. 156 pp. $5.00.
This book is of interest both for the contribution which it makes to our
knowledge of the origins of double -entry bookkeeping and for its beauty
as a book. The publishers, recognizing that the beginnings of double -entry
bookkeeping and the beginnings of the art of printing very nearly coincided,
have paid particular attention to paper, type face, format and binding to
produce a book which is beautiful in its resemblance to the distinctive books
produced during the period in which double entry had its beginning.
The book is divided into three parts, the first dealing with the origin
of double entry in Genoa, Florence and Venice, with a final section on
Florentine industrial accounting. Three cycles in the literature of accounting provides divisions for the discussion of accounting literature which
makes up Part II. These cycles cover the periods 1458 -1558, 1559 -1795,
and 1796 to date. The final section deals with the functional development of
double entry.
ADVANCED ACCOUNTING PROBLEMS. E. L. Kohler. Prentice Hall, Inc., 70 Fifth Ave., New York, N. Y. 1939. xiv, 271 pp. $4.00.
C. P. A. PROBLEMS AND QUESTIONS IN THEORY AND AUDITING. Second Edition. Jacob B. Taylor and Hermann C. Miller.
McGraw -Hill Book Co., Inc., 330 W. 42nd St., New York, N. Y.
1939. viii, 701 pp. $6.00.

These two problem texts are well equipped to fill the needs of candidates
preparing for the C. P. A. certificate and to meet the requirements of
advanced accounting students. The 134 problems contained in Kohler's text
serve to test the ability of the student and to acquaint him with the everyday facts and procedures encountered in practice. Unlike the C. P. A.
problem book, many of the problems presented here are concerned with
larger, more involved situations, sometimes requiring four hours or more
of continuous application for solution. In connection with each problem
the author includes the time in hours estimated as necessary for its study
and solution.
The problems selected for the second edition of C. P. A. Problems have
been taken from the examinations given in the various states since the publication of the earlier edition in 1930. Under Special Problems, new sections have been added on such subjects as governmental accounting contractors' accounts and budgeting. The general outline, however, follows
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closely that of the early edition. :t is divided into six parts dealing with
Financial and Operating Statement, Types of Organizations, Mergers and
Consolidations, Special Problems, Theory Questions and Auditing Questions.
The Appendix contains four complete C. P. A. examinations, namely, those
of the American Institute of Accountants for May and November, 1938
and the Ohio State Board of Accountancy for May and November, 1938.
DEPRECIATION P RINC IP L E . AND APPLICATIONS. Third Edition. Earl A. Saliers. The Ronald Press Co., 15 E. 26th St., New
York, N. Y. 1939. xi, 482 pF.
Dr. Saliers has revised and augmented the 1922 adition considerably to
reflect recent development in the approved practice in dealing with the
physical and financial aspects of the depreciation question.
Greater attention has been giver to income tax requirements, particularly
those methods of computing the c zrrent depreciation charge which base the
amount of the charge on activity or on output. Special attention is also
directed to*problems in connection. with valuation and appraisals. In addition, the Appendix contains extensive tables of rates based on accumulated
experience data to aid in estimating the probable life of assets and serve
as a basis of comparison of results secured under various operating conditions.
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Reference was made in the Bulletins for February 1 and April 1 to the
reports being issued by the Works Progress Administration in a project
sponsored by the Securities and Exchange Commission. The individual
pamphlets provide selected information on groups of companies in particular industries, the data coming from the files of the Securities and
Exchange Commission. Since the April 1 Bulletin, reports have been issued
dealing with the following groups:

*

*

Manufacturers of Tires and Rubber Products.
Manufacturers of Agricultural Machinery and Implements.
Cigarette Manufacturers.
Sugar Refiners: Beet —Cane.
Mail Order Houses.
Oil Refiners with Producing Facilities.
The Bureau of Business Research of the Graduate School of Business
Administration of Harvard University, Soldiers Feld, Boston, has issued
during the month a bulletin under the title, "Operating Results of Consumer
Co-operatives in the United States in 1937." This study by Carl N. Schmalz,
Chief of the Bureau of Business Research, deals with co- operative food
stores, co- operative general stores and with purchasing co-operatives handling
supplies and petroleum products. The conclusions drawn from this study
were that in 1937 the co- operative food stores operated at approximately
the same levels of total expense and gross margin as corresponding privately owned stores, while co- operative general stores showed substantially lower
percentages of margin and expense than private general stores. The report
contains detailed operating data on the farmer -owned co- operatives, but
in the absence of comparative data no conclusions could be drawn as to the
relative efficiency of the farmer's organizations. Copies of the report are
available from the above address at $1.00 each.
In reviewing Van Sickle's Cost Accounting in the N. A. C. A. Burr m N
for March 1, the price was erroneously listed at $4.50. This is the price
applying to the text edition of the book. The trade edition, available to
individual purchasers, sells for $7.50. The book is published by Harper
& Brothers, New York, N. Y.
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CURRENT COS T LITERATURE
This listing, published on the first of each month, contains all the available references to cost articles and cost material published for the most part
during the past month. Those references marked with an asterisk ( *) are
obtained from the Engineering Index Service. Other references are secured
from the Industrial Arts Index, published by The H. W. Wilson Co., 950
University Ave., New York, N. Y., and also from periodicals received at
National Headquarters.
Arrangements have been made with the Engineering Societies Library to
furnish photostatic copies of any of the articles preceded by an asterisk ( *).
The price of each print, up to 11 by 14 inches in size, is 25 cents plus postage. Orders should be sent direct to the Engineering Societies Library, 29
W. 39th St., New York, N. Y., and should include all deatils as to volume,
number, pages, etc. Photostatic copies of articles not marked with an
asterisk cannot be provided.
To secure a copy of any of the publications here referred to, order
direct from the publisher. Address of periodicals referred to will be
found at the end of the references listed.
AGRICULTURE
Smith, James A. Accounting for Produce Growing and Shipping. Pathfinder Service Bulletin No. 123. March, 1939, pp. 1, 3 -6 and 8.
Includes a flexible chart of accounts which provides for costs of growing
crops, marketing, etc.
BREWERIES
Vasoll, Herbert H. Accounting for Containers and Deposits on Containers
as Applied to Breweries. New York Certified Public Accountant.
March, 1939, pp. 275 -81.
Description of forms used and entries made in accounting for returnable
containers.
BUDGETS
*Senior, H. Budgetary Control: Expense Budgets. Textile Manufacturer.
March, 1939, pp. 92 -4.
Nature of various expenses and their grouping for purpose of establishing a budget.
See also Overhead and Standard Costs.
DEPRECIATION
See Woodworking.
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DISTRIBUTION
Thorp, Willard L. Changing Distribution Channels. American Economic
Review. March, 1939, Part 2, pp. 75 -85.
Presented at the 51st annual meeting of the American Economic Association,
FACTORIES
Still, G. E. Factory Organization and Management. The Cost Accountant. March, 1939, pp. 304 -13.
Includes plan for works organization and system of material control.
GOVERNMENT
Bailey, George D. Practical Problems in Governmental Accounting. Accounting Review. March, 1939, pp. 52 -7.
Problems considered include preparation of reports, centralization of
accounting responsibility, control of inventories and fixed assets, and
the extent of the accrual of principle.
LABOR - GOVERNMENT REGULATION
Greenman, Russell L. Supervisory Problems Under the Wagner Act. Society for the Advancement of Management Journal. March, 1939, pp.
36 -8 and 48.
A consideration of the essential obligations and rights of the supervisory staff with regard to unfair labor practices, with particular
emphasis on union problems.
MACHINE SHOPS
Ashley, R. W. Standard Costs in an Engineering Industry. The Australian Accountant. February 25, 1939, pp. 1 -22.
Outline of standard cost system and illustration of forms for a company
manufacturing agricultural machines and implements and other miscellaneous lines.
MECHANICAL DEVICES
Allen, Robert T. and Crafts, J. Andrew. Accounts Payable Recording
Under Bookkeeping Machine Procedure. New York Certified Public
Accountant. March, 1939, pp. 282 -92.
A routine procedure which provides for the daily handling of all accounts
payable and related disbursements under positive daily control.
MINING AND METALLURGY
*Cole, Jr., W. S. Mine Accounting and Cost Keeping. Mines Magazine.
March, 1939, pp. 104 -10 and 129.
Main purposes of mine accounting are time keeping and cost distribution; examples of record forms are presented and discussed in detail,
as covering operations of hypothetical mining company.
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*Cook, Jr., J. H., and Given, L A. Kathleen Supply System Permits Close
Daily Check on Use and Accurate Allocation of Cost. Coal Age. April,
1939, pp. 45 -8.
Features of system used at completely mechanized mine of Union Colliery Co. at Dowell, Ill.; classification list of materials and supplies;
samples of record forms; materials storage facilities.
Willcox, Frank. Mine Accounting. Cost and Management. March, 1939,
pp. 87 -100.
Process costs and job costs are applied to the mining industry; inherent
weaknesses in present methods are reviewed.
OFFICE

MANAGEMENT

Rowland, Frank L. A Subjective and Objective Appraisal of Ofce Management. N. O. M. A. Forum. April, 1939, pp. 7 -12.
The findings of the Life Office Management Assn, a management research organization supported by life insurance companies.
OVERHEAD
Black, D. A Maintenance Budget? Why No t? Factory Management &
Maintennance. April, 1939, pp. 61 -3, 106 and 109 -10.
How maintenance costs are budgeted at the Detroit Lubricator Co.;
forms illustrated.
PAPE R AND P ULP
*Moreau, C. F. Scheduling Paper Mill Operations. Paper Trade Journal.
February 23, 1939, pp. 131 -2.
Scheduling as a definite part of production control; physical and technical
factors to be dealt with are developed; scheduling to meet seasonal
variation and rush shipment discussed.
PETROLEUM
Howard, Milton. The Accounts of a Small Refinery. The Canadian Chartered Accountant. April, 1939, pp. 247 -55.
PRICING
Mason, Edward S. Price and Production Policies of Large -Scale Enterprises. American Economic Review. March, 1939, Part 2, pp. 61 -75.
Presented at 51st annual meeting of American Economic Association.
PRODUCTION CONTROL
Thompson, Sanford E. Optimum Productivity in the Workshop. Society
for the Advancement of Management Journal. March, 1939, pp. 39 -44.
A consideration of the essential factors for s.-ientific management and
their effectiveness in increasing productivity.
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STANDARD COSTS

Kellogg, Paul. Prepare Tomorrow's Statements Today. Canadian Chartered Accountants. April, 1939, pp. 273 -83.
A system of standard costs and flexible budget proves a remarkably
accurate forecast.
STATEMENTS — FINANCIAL
Dohr, James L. Capital Surplus in the Corporate Balance Sheet. The
Accounting Review. March, 1939, pp. 38-42.
The author recommends a change in the classification and terminology
of net economic capital to be made on the basis of origins, restrictions
on withdrawal, and administrative control.
Fleming, Herbert E. If You Print a Report for Employees. Nation's
Business. April, 1939, pp. 38, 40, 42, 82 -4.
Based on a study of 42 reports which representative companies prepared last year for the information of their workers.
TAXATION'
Survey of Taxes Paid by Business in 1938. Dun's Review. April, 1939,
pp. 8 -20.
A preliminary report based upon analysis of the first 10,000 returns received from questionnaires mailed to every concern of record on January 1, 1939.
TEXTILES
See Budgets.
WAGES, SALARIE S AND F EES
*Rolfe, G. S. Function of Wage Office in Relation to Conveyor Production. Mechanical Handling. March, 1939, pp. 76 -8.
Consideration of function of wage department in works and factories
where major portion of output is obtained by means of conveyor production.
WOODWORKING
*Norton, Jr., P. T. Profits May be Unreal if Depreciation Charges are
Inadequate. Iron Age. March 9, 1939, pp. 72 -3.
ADDRESSES OF PUBLICATIONS LISTED
Accounting Review (The), 217 Commerce Bldg., University of Illinois,
Urbana, Ill. ($1, quarterly).
American Economic Review, 450 Ahnaip St., Menasha, Wis. ($1.25).
Australian Accountant (The), 314 Collins St., Melbourne, Australia.
Canadian Chartered Accountant (The), 10 Adelaide St., E., Toronto, Ont.,
Canada.
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MAKHANTz

In this c olumn will be fo un d time ly da ta
usef ul to all Cost Accountants

MAUHANT
METHOD

Ca l cu l a t i o n o f C a s h a n d An t i c i p a t i o n D i s co u n t s a s we l l a s N e t
Re m i t t a n c e .
Ad a p t e d t o all t yp e s of m e r ca n t i l e e s t a b l i s h m e n t s i n w h i c h
d i s c ou n t s a r e a l l owe d b y ve n d o r f o r p a ym e n t p r i o r t o t h e
dat e at whi ch r e gul a r ca s h d i s coun t ma y b e de duct ed.
This method is useful in those cases
where the ca sh discount a nd a nticipation
discount must be separately shown. This
is the practice in many businesses in
which ca sh discou nts earned are credited
to departments whereas anticipation discounts earned are credited to administra tive account.
(1) Using Marchant Model M or CT -10
M, set up at extreme left of Keyboard
Dial the rate of cash discount and at
extreme right the anticipation discount
on $ 1.00 for the period of prepayment a s
taken from Ma rcha nt Ta ble 11 (6 % pe r
annum rate—other tables available for
other rates ), and multiply by Amount
of Invoice.
Ca sh

Di sc o u n t a p p e a r s i n
Dial at left.

Mi d d l e

(2) Without clearing dials reverse multiply by Cash Discount.
An ti ci p a t io n Di sc o u n t a p p e a r s
Middle Dial at right.

in

(3) Without clearing dials, reverse multiply by Anticipation Discount.
Ne t

Re mittance

appears

in

Upper

Dial.

NOTE: In case it is not necessary to
separate cash from anticipation discount,
the above method may be greatly simplified.

MARCHANTCALCULATN
IGMACHN
I ECOMPANY
HOME OFFICE: OAKLAND, CALIFORNIA, U. S. A.
Sales Agencies and Manufacturer's Service Stations
in all Principal Cities

Send for Marchant Methods
to any type of work where it
improvement in calculating
may be possible. Marchant
are yours for the asking. No

applicable
is believed
procedure
suggestions
obligation.
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Coal Age, 330 W. 42nd St., New York, N. Y. (350)
Cost Accountant (The), 23 Queen Sq., London, W. C. 1, England.
Cost and Management, 66 King St. E., Hamilton, Ont., Canada. (500)
Dun's Review, Dun & Bradstreet, Inc., 290 Broadway, New York, N. Y.
(350)
Factory Management & Maintenance, 330 W. 42nd St., New York, N. Y.
(350)
Iron Age (The), 239 W. 39th St., New York, N. Y. (25¢)
Mechanical Handling, 22 Henrietta St., Covent Garden, London, W. C. 2,
England.
Mines Magazine, Colorado School of Mining, 926 Patterson Bldg., Denver,
Colo. ($3.50)
National Office Management Association Forum, W. H. Evans, Peirce
School, Philadelphia, Pa. ($1.25)
Nation's Business, Chamber of Commerce of the United States, Washington, D. C. (250)
New York Certified Public Accountant, 15 E. 41st St., New York, N. Y.
(250)
Paper Trade Journal, 10 E. 36th St., New York, N. Y. (100)
Pathfinder Service Bulletin, 330 N. Los Angeles, St., Los Angeles, Calif.
Society for the Advancement of Management Journal (The), 29 W. 39th
St., New York, N. Y. ($1.00)
Textile Manufacturer, Emmott & Co., Ltd., 31 King St. W., Manchester,
England.
NOTE: The prices given above, unless otherwise indicated, are for single
issues only. When the annual subscription rate appears, the price of single
issues is not listed. Where no price is given, the rate may be obtained by
writing direct to the address listed. No attempt is made to price foreign
publications because of fluctuating rates of exchange.
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Applications for Membership
The Executive Committee has ruled that the names and addresses of all applicants
for membership in the Association shall be published in the Bulletins for two weeks
in advance of the date on which they are sent to the Director in charge of Membership for approval. The following applications will be forwarded to the Director two
weeks from the date of this Bulletin. Comments in regard to these applications which
are received from members of the Association during this two weeks' period will be
attached to the application before they are forwarded to the Director in charge.
Atlanta
John C. Francke, Randall Fuel Co., Inc., 35 Marietta St., Atlanta, Ga.
Gray Lambert, Fickett -Brown Mfg. Co., Inc., P. O. Box No. 30,
Atlanta, Ga.
Baltimore
James B. Gregory, Swindell Bros., Inc., Bayard & Russell Sts., Baltimore, Md.
Birmingham
John B. Allgood, Protective Life Insurance Co., Birmingham, Ala.
(Company Transfer from A. Wellman)
Roy M. Fuller, Salmon & Cowin, Inc., 930 Second Ave. N., Birmingham, Ala.
Boston
Albert L. Anderson, Allen Wales Adding Machine Corp., 230 Congress
St., Boston, Mass.
Harold N. Anderson, Anchor Duck Mills, 75 Federal St., Boston, Mass.
Ernest Ralph Blakely, 855 Maple St., Manchester, N. H.
John Alfred Brusco, Cody Distributing Co., 54 Clayton St., Dorchester,
Mass. (Company Transfer from E. S. Casperson)
George B. Chamberlain, 22 Potomac St., W. Roxbury, Mass.
Frederic Hewey, Chattahoochee Valley Railway Co., 220 Devonshire
St., Boston, Mass.
Robert Rodes McGoodwin, Jr., Equinox Mill, 75 Federal St., Boston,
Mass.
Edwin W. L. Page, Lybrand, Ross Bros. & Montgomery, 80 Federal
St., Boston, Mass.
Chester N. Perry, Brookside Mills, 220 Devonshire St., Boston, Mass.
Raymond E. Perry, Wellington Sears Co., 220 Devonshire St., Boston,
Mass.
Gaius R. Sampson, The Dixie Cotton Mills, 220 Devonshire St.,
Boston, Mass.
Paul H. Schreiterer, Gilman Fanfold Corp., 248 Boylston St., Boston,
Mass.
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Clifford A. Smith, West Point Mfg. Co., 220 Devonshire St., Boston,
Mass.
A. Clinton Swift, Warwick Mills, 220 Devonshire St., Boston, Mass.
Charles H. Wood, Sherman Mfg. Co., 220 Devonshire St., Boston, Mass.
Chicago
John R. Weingart, Cellufoam Corp. of N. J., 6565 S. Lavergne Ave.,
Chicago, Ill.
Dayton
Norval Charles Johnson, 813 Shroyer Rd., Dayton, Ohio
Detroit
William F. Hardin, 16767 Warwick Rd., Detroit, Mich.
Hartford
Lawrence Wesley Guite, 66 Prospect St., New Britain, Conn.
Indianapolis
John L. Mutz, Barbasol Co., 846 N. Senate Ave., Indianapolis, Ind.
Jamestown
Harry R. Smith, Struthers Wells- Titusville Corp., 1003 Pennsylvania
Ave. W., Warren, Pa.
Kansas City
Leo A. Nunnink, Harzfeld's Inc., 1101 Main St., Kansas City, Mo.
Los Angeles
Louis Sallet, 10442 Kinnard Ave., Los Angeles, Calif.
Milwaukee
Robert C. Howard, Comptometer Co., 312 E. Wisconsin Ave., Milwaukee, Wis.
New York
Hubert B. O'Donnell, 2934 Harrington Ave., New York, N. Y.
Kenneth E. Polhemus, Maysenger Rd., Mahwah, N. J.
Pittsburgh
Beverly J. Blair, Horwath and Horwath, Hotel Roosevelt, Pittsburgh, Pa.
Providence
Robert J. Mairs, Rumford Chemical Works, Rumford, R. I. (Company
Transfer from J. G. Hinman)
Reading
B. W. Kinderman, R. F. D. No. 3, Lancaster, Pa.
Rochester
Harold A. Ketchum, 29 Werner Park, Rochester, N. Y.
Edwin H. Stevens, 27 Clinton Ave. S., Rochester, N. Y.
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Rockford
John C. Sproul, Woodward Governor Co., Rockford, Ill. (Company
Transfer from E. J. Hinz)
Vernon R. Thomas, Thomas Carving Co., 1121 Charles St., Rockford,
Ill.
John D. Wemstrom, 217 N. Walnut, Janesville, Wis.
San Francisco
Harry Ciraolo, Riverbank Canning Co., Riverbank, Calif.
D. W. Cooper, M. J. B. Co., 665 Third St., San Francisco, Calif.
Howard Foster, Wells Fargo Bank & Union Trust Co., 14 Montgomery
St., San Francisco, Calif.
Mark O. Hutchison, Cobbledick -Kibbe Glass Co., 301 Washington St.,
Oakland, Calif.
Clarence R. Nissen, Elmhurst Packers, Inc., 801 98th Ave., Oakland,
Calif.
Jack R. O'Connor, 1004 Ventura Ave., Berkeley, Calif.
Ralph Joseph Wrenn, Stecher - Traung Lithograph Corp., 600 Battery
St., San Francisco, Calif.
Springfield
Myer Levinson, Marchant Calculating Machine Co., 92 State St.,
Springfield, Mass.
Toledo
J. Fred Kuhn, Burroughs Adding Machine Co., 707 Adams St., Toledo,
Ohio
Walter J. Scheuer, 3648 Revere Dr., Toledo, Ohio
Outside Chapter Territory
John D. Carter, International Business Machines Corp., 915 S. W. Oak,
Portland, Ore.
C. J. Enyeart, The National Cash Register Co., 922 S. W. Stark St.,
Portland, Ore.
M. Shoaib, The Controller of Army Factory Accounts, 6 Esplanade
East, Calcutta, India
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"Meet m e at the giant National
Cas h Regis ter" w ill be th e byw ord at the Ne w York W orld's
Fair. I t is centrally loc ated,
right at the head of the am us ement c enter.

On the National Cas h Regis ter
Bui ld in g at the San Francisco
Gold en G ate Int erna tio nal Expos ition, a giant cash register
records the daily attendance.

Revenue
Control at
the Fairs

every

Much of the budget appropriation
and accounting control is facilitated
through the use of National Typewriting- Bookkeeping Machines.
And National's service organization
assures uninterrupted operation of
both cash registers and accounting
machines.
Installations of this size and complexity are rare. However, The National Cash Register Company is
equipped to provide complete, thorough service for
customer.
Our representative is always at your
service to discuss
problems.
your

• A big fair is a big business, with
millions of dollars changing hands.
At both the World's Fair in New
York and the Golden Gate Exposition in San Francisco, whether you
spend a dime at a hot -dog stand or
splurge at a restaurant, the records
of your purchase —for the concessionaire and for the management —
are certified and controlled by
National equipment. Nationals are
used exclusively wherever the managements control the concessionaires' revenue with cash register and
accounting machine systems.

TheNationalCashRegisterCompany
D A Y TO N ,

OHIO

Cash Registers • Bank- Bookkeeping Machines
Typewriting - Bookkeeping Machines
Posting Machines • Postage Meter Machines

Check - W riting and Signing Machines

NCR

Acc ounting Machine Des k s
Analysis Machines • Corr ec t Po s tu re Cha irs

M o d e l MA -7 M o n r o e
Adding - C alculator.
Eq u ip p e d wit h Mo nr oe
S e r i e s 3 s h o rt -c u t d i a l s ,
electric sh ift, electric
c l e a r a n c e , f u lly a u t o m a t i c d i v i s io n . A n d i t i s
u n b e l i e v a b l y q u ie t .

Quality plus Service
Monroe has always concentrated on designing rapid, easy,
flexible machines for business figuring work. Every one is
built of the finest materials and workmanship to meet the
most exacting standards and to last a business lifetime.
Moreover, from its beginning and for over twenty -five
years, the Monroe Company has backed up its machines
by providing the highest type of field facilities so that users
of its equi pment are a ssured of dependable service. The
Monroe field organization consists of over 150 branch
offices in the United States and representatives in all principal cities of the world.

M QN+ \ v_ a . r
CALCULATING M AC H I NE C O M P A N Y
General Offices • Orange, New Jersey

