Iy .
Y lag2,) THE SCIENTIFIC CANADIAN. 2n
'\\ N

.

- ——

—__ Educational,

% _
g DISPUTED POINTS IN FOUNDRY BOOKKEEPING.

fom?g:,e Attention haglately been attracted to two questions in

ea] o7 Ol!kkeeping which, while simple enough to a practi-

&mgn;c'""tant, seem to have given rise to some discussion
1. p"*0ufactnrers. They are :

ang areo the debit of what account should ¢ discounts” go,

labg, they not as much a part of the cost of stoves as iron or

2,
ate aeschmﬂd the cost of patterns and flasks be charged in separ-
ly to ¢ ount and carried as part of the assets, or charged direct-
© eXpense account ¢

‘iderat'atter part of the first question is the one item for con-
8toy, slo - Are not discounts as much a part of the cost of
Perje, 29 1r0a or labor ? This question is one upon which ex-
Wity al] i, N30ufacturers may take opposite sides and argue

o Sincerity, the difference in their conclusions being for
uliltte,. 5t Part dependent upon the standpoint from which the
to 4" Viewed.  The term ‘“discounts” in the above connec-
Mg~ WEderstand to mean the amount deducted from a selling
3 i th tis quite customary in other lines of business as well
8o € Stove trade to sell goods at a certain price 30 days,
2pery;’n(:r €ven three months, with the understanding that

ifca.s » V Per cent., or some other deduction will be made
aftey dats Teceived within a certain specific number of days
the 1.07¢ Of invoice, The question which arises is, What is

_Xoodsat“'? of this deduction ? s it a part of the cost of the
a3 P:lrtr 1S 1t something of an entirely different nature? If it
L% " of the cost of the goods, it evidently should be charged
"Inp]estacrount Tepresenting the cost of production. In the
ebyy of 5Y:tem of bookkeeping this would be directly to the
%Q‘“lnt Derchandise or manufactures, or whatever the general
Bepy - 18 called representing the production of the establish-
the ode” 110\\'ever, this amount is not a part of the cost of
-ch‘“'"ed N Produced, it does not belong there, but should be
e ﬁ‘ls’ 10 51me auvcount represeuting the expense of conduct-
be ‘c"ess’ Or to an account ci'led by whatever name it may
It~} Stands for the cost of use of capital.
.‘b%lute(i‘em"n lot of stoves when manufactured are worth
l" ¥ 81,000 in the warehouse and are sold for that sum
Y88 ot '¢Te being no discount or deduction, the question
:‘."3 solq (2rise at all.  If, again, they, being still worth $1,000
t;:I’I)ly fo:r 31,100, with a discount of nominally 10 .per cent.,
® chay the burpose of reducing the bill to a fair cash basis,
:iecoumg:’ for the deduction evidently goes to the debit of the
]’K_ht, in .i¢h has received a credit in excess of what was
¥l woor‘]"[ to equalize matters. If, however, the goods
D orgep o1t $1,000, cash, are put at $1,000, 3 per cent. off,

Y 5

i
:e"ﬂ W “cOHVf;rt them into ready money because the con-
tl‘lken ing 8 capital, still another set of cond}tions must be
Of’Ow enouacco}mt. These several examples, it seems to us,
'hn °°‘reotgh llg_ht upon the suhject to indicate_the direction
br&se Cageg LO-UWion to the question. In considering each of
¢ the 800(’1 we have based our calculations on the actual value
0:“! of I)l'ods In the market. Nothing has been said about
ndln“ily Uction, and we would remark parenthetically, that
i,,p°" the'g “t.he cost of production has very little influence
N wl.at ce Ing price of goods in the market. The question
]ty, Cogt ¢ 40 1 get for my product ? Then, _How can [ reduce
&néﬂ Yery sgl to sell it at market rates and still make a profit ?
th, that th om that the order of these questions is reversed,
8 to a'3 Calculations are made, first, as to the cost and
gy e Selling price based upon a definite percentage of
'ket; tp°“ Cost. Given, a certain lot of goods ready for the
et 00n§y~ ave a certain value dependent upon geuneral
b““ e‘h‘ms. Any discount that is made from the price
Tay ey, 0“1 becomes therefore, one of two things : It is an
be ‘"ent, Meet the market or else a deduction to induce cash
'ce:h"ued Cause the cash is wanted., Theretore the account to
fa, 0t With the discount becomes either the merchandise

Ltﬂre inilot by

€cause the discount is a part of the cost of manu.

(YN t, auq “ause the credit received by it was originally too

m‘l"%unt Ust be reduced to equalize things ; or, it becomes

o ”‘}3, ,.e’p‘:r Interest account, called by whatever name it

rf.‘bltal ues?ntlng the price paid by the cotcern for the use
er8 apo ished by the purchaser of the goods.

Lty .
th‘::‘l.s of N :tt er discounts entering into the business trans-
oy

top, 10 ¢ founder, among which may be mentioned
m"y to g:ecﬁloﬂ with the purchase of pig iron. It iz cus-
Y iron at a certain figure, four months, with the

\

understanding that, if cash is paid, a discount will be made.
We have already referred to this question in the columns of
The Metal Worker, and have advanced the opinion that the
difference between the cash value of the material bought and
price paid for the four months was an interest charge. In
other words, it was the sum in which the concern wag paying
for the use of that much capital. It is recognized in the ac-
counts of the most advanced concerns that everything must be
reduced to a cash basis in order to obfain a common measure
of comparison. Take, for example, life insurance, which pro-
bably embraces the most scientific system of accounts and
values known at the present time. In it, it is customary to
reduce everything to a cash basis, in order to present state.
ments of results and actual conditions. In the question under
consideration, we think the true solution to the problem will
be found in estimating everything at a cash basis, and charg-
ing whatever difference there is between cash and the actual
amount paid to an account which represents the use of capital,
This rule is a broad one, and much might be said about it.
There are, however, various side issues that arise. The final
solution and the method adopted in any individual concern
will depend very much upon the ability of the accountant or
business manager to grasp some of the subtleties of business
calculations. Books of accounts are, in a certain semse, indi-
cations of compartive results rather than absolute statements.
For example, it makes very little difference to a proprietor at
the end of the year, whose net profits, for example, have been
$20,000, whether the amount has been actually earned in the
foundry, or whether a certain portion of it has been gained by
judicious manipulation in the way of purchases and sales. On
general principles he will assume that careful management in
the foundry has made some profit, and that careful business
manipulation has not only taken eare of that profit, but added
to it ; but just how much has come from either source, if he
be a man who manages upon general principles rather than
specific details, he will care very little. We hold, however,
that it is to the interest of every man to know just where he

is gaining and where he is Yosing, and to be able to analyze his
business in such a manner as to give particular attention to
those departments that most need his supervision.

The second question proposed above—should the cost of
pattern and flasks be charged in a separate account and car-
ried as part of the assets of the concern or should they be
charged directly to the expense account of the establishment ?
—Ils very easy of answer. It depends entirely upon the facts
of the case. At the end of a year’s business do the flasks, pat-
tern and follow-boards represent an actual value, -or do they
not ! Have they been entirely superseded, or will they still be
in use for the succeeding year's business ? Probably, in the
present state of trade, the middle ground is the safe one to
pursue. The constant change in styles ordinarily wipes out
the value of the patterns made each year. Whatever styles
are produced this year are calculated for this year’s business.
alone. S-mething else will be the leading style next year,
and so it goes. However the patterns which are produced this
year willhave some use in the business next Yyear, and possibly
the year following, even though they are not by any means
leaders. The question of repairs—the odd plates that are to
be furnished at some future time—must als» be taken into
consideration. The proper answer to the question therefore
becomes very simple of statement. Let each year’s business
bear that portion of the cost of patterns and flasks that proper.
ly belongs to it. Let a fair estimate be placed upon the put-
terns at the end of the year, and let the amount so determined
be entered upon the inventory, the balaunce of the cost being
borne by the current year's business. At best, this is only an
estimate, and since estimates are always liable to error, it is
well to err upon the safe side. Better make the value of the
patterns and fla ks remaining on hand too small than too large.
In no sense can they be considered desirable assets in case the
business is to be closed out. The value of patterns and flasks,
to the extent of a very large percentage, whatever the estimated
amount may be, depends upon the perpetuation of the business
under the same management. It is, therefore, simply a ques-
tion of accounts, partnership settlements, of a fair division of
cost between one yea.’s business and another, and the dis-
criminating business manager will see the problem clearly in
this light, and solve it accordingly. — Metal Worker.
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BoruiNe POINT oF ZINC.—M. Tiolle has determined the

boiling point of zinc to be 9339, or very near the temperature
(932°) given by Becquerel.
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