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indicate the most profitable, and be a guide, preventing indis-
criminate investment in pole line construction, apparatus, ete..
and show at all times the value of the investment for such
purposes as insurance, arbitration, assessment, etc., etc.  With
such information created, compiled and formulated in the
regular progress of the business, the manager will be enabled to
cousider intelligently operating costs and the advantages or dis-
advantages of further investment. I may here call your atten-
tion to somc interesting information which appears in the 14th
annual report of the Board of Gas and Electric Light Commis-
sioners of Massachusetts, Public Documént No. 35. This shows
that out of 38 eclectric light companies operating in that State,
with a total investment of over $17,000,000, five of the com-
panies appear not to have earned expenses, and 32 have not
carned sufficient to warrant the declaration of any dividend;
thus very near 10 per cent. of the electric light companies oper-
ating in that State do not earn expenses, and 37-38. 63 per cent.,
are not carning sufficient 10 make a return to the investors on
their capital. Many of them, no doubt, may have believed they
were doing well until a rigid system of accounting had been
applicd. These commissioners are doing much 1o, standardize
the system of accounting in usc by clectric lighting companics
in that State, and this statistical information is the direct resuit
of a uniforn method adopted by these commissioners in ad-
justing the statements submitted by the various companies, .
A. Foster, who investigated in detail 160 clectric lighting
stations of the United States, for the United States census, in a
work based on the information gathered by him in the taking
of this census and recently published, entitled * Central Station
Rookkeeping,” regrets the lack of system in accounting shown
by the various clectric lighting stations which came under his
notice. and lays particular stress on the necessity of accurate
accounting in central station work, for obvious reasons.

In addition to other recasons for and the advantages of a
standard system of central station accounting, I might say that
in the event of the question of municipal ownership or purchase
arising the manager should have definite knowledge as to the
cost of investment, cost of operating, etc., to compare with
assumed cost of municipal operation. I will now present to you
a system of accounting at present in use. having the objects
abicve outlined in view, the results of which have been highly
satisfactory, and in conncction with it a system of records which
form necessarily a part of a thorough accounting system. In
the presentation I will indicate some of the various hooks an
forms in use. Central station accounting from a business stand-
point should proceed from and be based upon an order systam.
guiding. directing and allotting in advance the distribution oi
expenditure for investment, operation or maintenance and of
revenue to the several distributions or sub-divisions of thosc
gencral items that may be deemed desirable. And here I may
say that such sub-divisions should be as nunerous as the several
details of a business, and when arranged for and determinced
upon beforchand, becomes. in practice, very casy of allotment or
apportionment. A written order should be issued covering each
and every transaction, indicating the character of the-transaction
and the accounting to which the expenditure incurred thercior
is to be charged, or the revenue derived therefrom is to be
credited. This to be determined and declared in the order bafore
the expenditure is made or the revenue derived. Such system
necessarily means that for every debiting entry to an account.
something must be credited and all entries and accounts must
result in a perfect balance, so that double cntry beokkeeping is
absolutely nccessary to the practical working and comprelien-
sion of this system. The system refcrred to hercin, and partially
iflustrated by various forms or blanks. can be readily put into
operation by any company and practically at any time desired.
Under the system described as at present carried out, the ac-
counting is cventually grouped into what niay be designated as
general accounts, which are kept in a general ledger. All the
othier accounts, subordinate to thesc general accounts. and form-
ing what may be designated as the working accounts, and which
lead up to and are finally grouped into general accounts. are
Kept in other or subsidiary ledgers. This subdivision of books
or ledgers is done in this instance simply as a matter of con-
venicnee, because the volume of Lusiness is large and nccessarily
requires 10 be attended to by & number of persons: but the
principle involved would permit carrving all the accounts in onc
sct of books if the volume of business were so small as to make

that desirable. The general accouuts consist of the assets and
liabilities, and may be sub-divided in accordance with the wishes
of the manager—as, for instance, the asset account of merchan-
dise might, if desired, be sub-divided into fuel, line supplics,
station supplies or wiring supplices, etc., such accounts represent-
ing materials on hand for use as required, either for any addi-
tion to coustruction or for operation or maintgnance of plani.
The asset account of plant and construction accgmt may be sub-
divided into station comstruction, lines and poles, real estate,
buildings, etc. The feature of the general accounts is practically
no different from that of any other double entry bookkeeping
system of accounts. The method in which this system nay vary
from ordinary methods of bookkeeping is principally in what
mmay be known as the working accounts, and it is here that the
formulation of the accounting and the determination to which
account work under any given order shall be entered, arises.  In
the forms shown will be noticed the titles of sub-divisions of the
working accounts representing expenditures. They show con-
struction accounts, operating accounts and .maintenance ac-
counts subdivided into the various details, uporr which it has
scemed desirable to accumulate and record inforn.ation.  All
arders issucd involving expenditure recite thercon the account
and sub-account to which the expenditures made thercunder are
to be charged, and all returns of labor, material or expense in-
curred upon such order are reported, quoting the number of
such order (all such orders being numbered serially). Expendi-
tures which are continuous during the entire year, such as, for
instance, labor and material and expenses for the operation and
maintenance of the station, or labor and material required ior
the trimming and inspection of arc lamps and lines, may be
dealt with by orders covering the entire year or parts thercol.
suy monthly, the latter being preferable.  Monthly orders tor
work of this character arc preferable to yearly orders. bzcause
as soon as the expenditure authorized under an order has been
completed, such order is turned in to the office or bookkeeper,
marked as completed, and thereaiter no expenditure can be made
chargeable to that order.

It will be observed that the purposc sought to bz accom-
plished by these orders is the localizing and sub-dividing oi the
expenditures to the particular parts of the work being done
upon which the management deems it necessary to have accumu-
lated any specific information. In the forms submitted, there
are sub-accounts representing different parts oi the operation
within the station, sub-dividing it into boiler room, cagine rootn
and the electrical generating room; similarly it sub-divides the
work outside, the inspection, trimming of lamps, lines, the addi-
tions to the plant, whether within the station or outside, and
aiso secks to scparate the different classes of service. It is, ol
course, important that the rcturns made upon these orders be
in accordance with the instructions contained in the order. Thus,
for instance, an order authorizing the inspection of lines should
not have charged to it or reported against it the coal consumed
snder the boilers, and experience has demonstrated that em-
pioyees very soon become accustomed to reporting and sub-
dividing their work in accordance with the designations of the
orders under which they are acting, so that in practice the aliot-
memt of expenditures for labor, material or other expense be-
comes automatic, with the result that the bookkeeper can indi-
cate at any time the amount expended for any sub-account. By
using subsidiary ledgers for this purpose, arranged similar to
blauk or Form No. 1, which, as will be perccived, is a re-ar-
rangement of the items upon the Form No. 2. and total up
month by month or day by day as they may be recorded therein,
the costs of cach sub-account. Periodically, say monthly, the
totals of these accounts ure transicerred cither to asset accounts
or 1o the debit of the revenue accounts, according to their char-
acter.  The bookkeeper in debiting the returns on these orders
to their various accounts, must make corresponding credit to
certain othier accounts; labor to credit of Iabor account; material
or merchandise to credit of material or merchandise accoums,
sub-divided as it may be; expense to expense account, and the
totals of the credit of these accounts must, of course, balance
with the totals debited to the accounts represented by the orders,
When the labor is paid, the amount paid is debited to the labor
account, thereby checking the accuracy of the pay rolls, which
way be made up cither irom the returns upon the orders or by
independent returns, but all Jabor represented by cither the
independent returns, time sheets or otherwise as may be used.

{Continued on page 110).



