
RESERVE FUND

A HPSfrve is an aiiioun; set asiilt- (nil of prodis or 'Xlit r credit lial-
•anccs not reprcsciitiiiK a liatiility lo ( i-cditois.

'I'lic Hcscrve Fiiiiii ol' tlic lonipanx uihler ri view ;s a propi-r reserve
laiid in every sense ol' tlie word ai.il cDnipIies wiili tlie strictest inter-
pretation of wliat a reserve ruiH] .^lumlii consist hccapise it is repre-
rented iiy < asli in tiie banl<

There is a yreat dial of rlin\.re;ici oi opinion in regard to tlie man-
ner in wliich amounts set aside as reserve Hind should be iiivesteil. In
Insurance, Trust Companies. Fii'iiks. etc.. it is inve.-ted in securities, but
'11 manufacturing concerns, win re tlie demand tor extension of tlie
business, enlargement of tin plant, i,ii(i tiie carrying of largi' stocks
of raw and finished material, is n.'crssary for tlie proper conduct of ilie
business, the reserve fund is in-ested in the general asstds (,f the
I'ompanv and not spe( ially (\ir-marked as Reserve. Many conipanie!,
that invest ll.eir reserve oi part of it in sec urines have purchased Vic-
tor\ Moiids, uiiiih is not enlv good business but is also patriotic' as
w.dl

The Ileveinie 'T I'rolil and Loss .\cconnt was charged cm Dec. illsl.
IKlt;, with J.'iUii.DU. uhich incrc^asi (I the IJeserve from H;iloi)0(i to
11600.00.

BALANCE SHEET
On examining tlje balance sheet under reviiA- the priiic Ipal items

ihal aMrai I atl.^niion are the follo\'. iiig :

tai That .")•
, cJej)reciatioii is declnii.'d froii; the lixed assets.

$i'al4,t;,s. and is again shown in the I leprcM latioii Ki^serve account as a li-

ability for the amount of $ri:!;» .")•_',

set>

I'll 'I'lial no cash on hand or in ilie baiilN appear-- among the .\s

let Ilia. Iliere is a profit ami 1-oss balance of $::;ai4,!ii; shown
among the .\ssets. This cannot mean aii\ thing tdse but a loss, which
Is absurd in view of the fact ilial there is a suri)liis sbowti ;iiid also re-
s»'r .es

(d) That there is a surplus of |l:;~(;.(is. ;i|so dcpr- elation reserve
of $(!;!!». .'iL'. and reserve fund of .IICOO.IMI.

<ei 'I'iie manner in win. h llw halaiu'c slieel i-- drawn "p ilisiiiici-
ly shows that the allair^. ol llii> c(iriipan> are not kept b\ diiiildeJrMJLk-
keeping, and the ledger halaia e wImmi slaleiiieiils .are iiiadc' out ^ ^

CRIT.CISM OF BALANCE SHEET

I Wdl Now Take Up These Different Points In Order.

(ai The amcuiiLl of $tli;i,i;> d. due tc<i irimi tlie lixed assets wtis
charged to Revenue .Xccount and credited to Depreciation .•Nccount

.

part of this was expended, the balance reinainiiig Dec :!lst. l!tH>.

$»;;!!». .)L' appears in the balance sheet so thai the *tit;4.t;s appears twice
in the bal.iiic e shekel It never should have be. i, dedu. ted from the
lixed assets in the balance sheet.

(ill As alread.N staled I am infcirmeil ihal there was actually
$41iiH(.!*0 of casli on hand or in the bank Dee. !lsl. litHl, which slioulU


