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BOOKKEEPING.
Section I.

Introductory Business Practice.

FORMS FOR INTRODUCTORY BUSINESS PRACTICE ARE REQUIRED
I\ THIS EXERCISE.

Bookkeeping muiuis kouping a recorl of all busiiu;ss tr-. .wctod. The object
of b.30kkecping is to enable one who is doing the business to tcl! at any -ime
how he stands—what he owes, what he has to pay these debts with, what clear
balance he would have left if his debts were paid, where he has mad- a gain and
where he has suffered a loss.

Two things, then, the bookkeeper must understaiid. He must know what »"<««'><•

business is done, aiid how to keep a record of this business in his books. When
we say we must know what business is done it is not enough to know, for inst;uice,
the bare fact that John Jones bought goods from his firm for cash. He should
know how to write up the bill of goods, and if, instead of tiie actual cash, he
should receive a cheque or b;uik draft, papers which are equivalent to cash, he
should be acquainted with the lorms of such papers. Our first endeavor will be
to know business transactions and business papers thoroughly.

EXERCISE 1

Suppose you are commencing busmess in Toronto to-d.iy. You have $10 000 ""'» ""••

in cash, which you will deposit in the Canadian Bank of Commerce, Yonge 'jid

Use one of the Deposit Slips furnished you.

Form 16.

THE

Canadian Bank of Commerce

Creiltl .

iV «n .ilclri-,, h,-i

Copyjthll, (il

l>epOii!eJ by .

Vaiir it.^iH,' ii,Te

....... j^'.-r..T.< IHl /

X 1 =
X 2 =
X 4 =

80 X 5 = 400

10 X )0 = !00

50 X • 1000

50 X A - 2.S()0

60 X 100 =. 6000

10,000 00

10,000 00

i



Make out
this depo.lt
•Mpk (1)

//.

s

.t along with yr.l^:'tol tit'^Z v'^"l^'^'"'"''"'^'-^^-Signafure Book. The ledger keer^r u .1 V ^ P'''" y"*^' "''""« *" «he

B«k-s Lcclg.r, give yo„ a IsZ,^ .,

"'"'" "P*^" "" "^'"""^ -*»h you in the

-d also a cheque bLT C h^e n^"""' T' f'^"^'*
P'"^^^'^ ^° >-- "edit.

e«- it has p^t t... hank ^^1^^:^::;^^^^Z^^^^^'^'
'^

will aiso be accepSC^hJ bank
'
"'"'' '" ^""^ ""^^'^'^ '" ^^''^ '"ture

..p^;:^;':::!:^^jt'r:::—;;^- "a. o.^ to . in the dep^it

What the above transaction means to you -
Something received, csomething given,

namely,
TV • .

namely.
The right to charge > t tu

,, „ > < 'en Thousand Dollars
the BANK.-^^ -

,

sonars

of you C4SH. ' J

»»., book, ... i, Checked t™"; "of^5 ;-
•"» •">»^'. «"' o" y».r

Rud thia.

EXERCISE 2.

inadvance;;^;^::::^^^ * tair ?rr "^ ^^-^^^ -"-^^
^opy.-u. (.Lva.„„..o.„.^^.„^

e amount, $.50. It appears as foD s:-

|~^ YUlNCJt & COLLEGE BRANCH

^a^/i///^/i .3.
COR YONGE AND COLLEGE STS

^^^^^^^f-C.
YSfi

'"'"^^ «NQ COLLEGE STS

I

J-"' iiiiaaKTrt"/i-i«T['9r"-^;i'r»»::'."^i3^ sifl
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business transaction. Learn that thtrc are *v.o sides to it always. You get
the use of the store for one month. They ^ the money, or as a bookkc. per
would put It, you have paid one montli's rent by dieque.

WJiat the above transaction means to you •

Something nceivcd,

Ji.imdy,

The use of the Store

for one month, or

> RENT.

Something given,

namely,

Part of your

deposit in the

BANK

Next, we wiU suppose that you get W. Ca:rncross to put in the slulv.ng
your store and when he is through you pay iimi by cheque $300.

RECEIPTS.

Now in either of the above cases we would be privileged to ask for a receipt
for the money we have paid. Such a paper is simply an acknowledgment of
the fact that the money has been paid and is useful in case any dispute as to pav-ment should arise in the future. The receipt for the rent paid would appear as

Copy thl» M DO Receipt Form furnihed you.

Make out
this cheque
lint on
work bosk,
get It checked
then on
cheque form.

-''—'' '<, (:^^2Ady 2.3. /f

-^^./^,

^^^^^^7-7^yr-/Q^yA-C^^^^^' 1

'^^mk^smsm^m,.. m^^^^^msmmmMs^^mji^m^
When payments are made by cheque, however, this paper is not absolutely

needed as the cheque may be made to serve the purpose of a receipt. This willbe best understood by following the course of the cheque from the time it leaves

to'fh""?' /"^Ty^"^^
P'-"^"'''^'^ t° R°bins & Burden, they may take the paper

to the Bank of Commerce and tliere get the amount, $150, in cash. Before
the teUer will pay over this money to them he will demand that they give him thecheque properly endorsed, that is.havmg their s.gnature written ncross the bark
of the cheque. In this way the bank deals with all cheques that are drawn as

ii^":T»wf«*3^Kar«-'NBrci'^aHi TT ^^^3



Rud this.
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this one is, p.iyabl.! " to onl.T." At tli.; .m.l of a montli tlio Iwiik is expict.cl
to liand b ick to us a compli-tf list of the iluqiifS on which they have paid out
moil, y for us. Thi,so rt'turiieil pajKi j ;U1 b.ar tlie mark of a cancelling stamp,
which shows that they have all Ihcii paid. Yj)u will readily' understand, then,

that with the cheque back in our hands marked by the bank, and txaring on its

back th" name of Robins & Burden, w.,- have a gO'xl receipt for the money
we have paid. If. in addition to makiiiR it a g. ner.il ri'ceipt for money paid, we
wish to have it stated for what it nas paid, it is very easy in dr.iwing a cheque to

place a line below that on whiiii the amount is stated, telling for what the cheque
is given.

(6) Show receipt from W. Cairncross, hrst on work buok, then on Receijjt

form.

EXERCISE 3.

You commence to buy your goods and onler by letter from Monti, al part of

your stock.

w

INSTRUCTION FOR WRITING LETTER.

In writing your letter use a sheet ol th nileil letter-paper furnished with your
supplies. Commence on the first line, not in the blank space above it. Start at

th(; middle of the line, and place tirst part of the heading (420 Yonge St.). The
next line may then be easily arranged, according to the model. In starting the

address begin on the third line from the top. Place the first word (Messrs.)

at least one inch from tl-.e edge of the papt^r. This marks the width of your
margin, and no writing from this on must be placed in this margin. Write the

other parts of the letter according to the copy.

In writing the address on the envelope commence it on an imaginary line

runniag parallel to the top and bottom edges of the envelope, and just midway
between them. Commence your first line far enough to the left, so that by giving

the second and third lines equal spacing btlov the first, and by placing the com-
mencement of each line a little to the right of Ihe one preceding it your address
may finish in the lower right-hand corner of the envelope. No lines must be
ruled on the envelope, or even scratched thereon. The ability to write straight

on an envelope can be acquired by anyone who will give it a n isonable amount
of practice.

To fold a sheet of letter paper, place it before you on the table as when writing

upon it. Turn the lower edge up far enough to make the sheet as then folded a
little less than the length of the envelope. This means, with an ordinary sheet of

letter-paper, that you must practically fold it across the middle. Press down the
fold neatly and firmly, and make the side edges exactly even. Then make equal
folds from the right and from the left, so that the sheet as finally folded will be
about one-third of Ine original width.

After the letter has been folded, it will he inserted in the envelope in the

following manner. Take the envelope in the left hand with the back of it up.

and with the opening toward the right. Take up the letter with the other hand
as it laj' after folding, and iiiscrt it in the envelope, putting in the last folded

edge first.

^^smm^B^^ie9mmw^f^sj^'^:mrmmi''^.
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Uead instructiom hvU<i, (ii(<yiii(>.
«;•»» ihu.' oi

J('-^;^:^t^-i^^,^

\ ,:

Sending out this letter does not constitute a business trans,'trtion Tt is
simply a fact concerning the business and is k.pt track of, but not ;is a transaction
would be. in a book of account. A copy of the len.r would be sufficient, but no
entry is made as would be vn hen you gave a cheque for your shelving

Write a letter to S. Greenshield. Son Sr Co.. 1 St. Hel.., St., Montreal, Que., «„.. u,.ordenng he foUowmg g, ods :-12 pes. Muslin, 15 pes. Bleached Cotton, and IViir.r ,„"
o jxs. ii. Lining. >--^-.
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/^"/C^^^' >=:^-

/72ycp-?'zyti^€z^_ = Zc^^e^.

EXBRCISE 4.

The goods you ordered from J. G. McKeiizie & Co. come to hand. With
them there is a paper called an Invoice, as follows :—

Copy this Invoice (9).

J7^^S^^_,

jS^—^. ^^i-..-^ f'7

Z:.*^*ftJ ji^fi ^^"-j-f,.

.0

/a

"^r

•^'t-tiyCv' C^:-^

^^^ o ^^«^.-y

<s-it //r/ -/

/

-^^^^kt^^'^^'^^s^:^
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Short'y after yout roo.!* aiul the Invoice comu to h.m.l .i ni."4«.n|{«?r from
the Biink of Montreal hniiK'* '" this puptT.

Copy llu» Uralt (10)

/•

\

-.^4^

v^ ^ ,,/
^

You see by it that you art' ordired by J. G. McKunzic & Co. to jwy the amount
of the Invoice to the Bank of Montreal. That meaiis that J. G. McKenzie &
Co. must keep their account at the Bank of Montreal, and vhen they order you
to pay the money to th;' Bank it is just the same as jwymg it to themselves.

Such a paper is called a sipht draft, and if you intend to pay it take un a pen
anil red ink and across the face put the words as follows :

—

c»< — _
u O. —
< <

u

E
6
o
u

T3

o

'J

3w
CO

ou
I
o
H

I

»cr«l«
croM Iba
Jrait.

This is called accepting the draft and it means that if it is taken to *\e Bank
of Commerce where yo^)' money is deposited it will be paid. The paper with these

word? written across tne face is called an acceptance. You will see that by
accepting the draft yoii are simply paying cash for your goods and the transaction

is now complete. You have the dry goods and McKenzie & Co. have the money,
or as the bookkeeper would say, you have bought Merchandise for Cash.

Note.—In accepting a draft alway_ make it payable at your own bank.

What the above transaction means to you :-

Something received, I

namely,
|

a stock of
;

MERCHANDISE. !

Something given,

itamely.

Part of your CASH

or deposit in the BANK.
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Mall* oHi
Ikl* iii>oi««
(III

'lr'1

XBIICIU 5.

n... gooci, vou ord.r..l from S. Grern.h.rld, S<,„ & Co. havr com,- to hwdThe Invt.ire »l,„w, ;« follows — ^*''

12 \Ki. Muslin, ;<«) yj, ,^, y^,

IS pc». B. Cotton, 6(N) " ..
71^

6 fK». Lining, 2'4<> " "31.
The t.™, are dralt at 30 day." .,^ht. Thi, draft will appear a. follow. :_

<"|v lhi« draft, filliRK ,n the amount. Hi;.

H

Thirty days a/ler sigh:

Order 0/ The Merchants Bank of Canada

"•" N..

Mtmlrtal, May j, /<)/

fuy to the

^>alue received and charge to account of.

i To 5iud«nt

j
Toronto, Ont,

Dnila

S. QREENSHIELD. SON tt CO.

Plac* th«
Accapunc*
on the draft.

7'
.V*'

!'

Malta out
this invoice.
(»3)

whid^;" 'I:yr
°' *'"^ "^^^ ^''''*- " -'" •^ •'^-^'-^ '« y^" f- acceptance.

t.m.. vou hat n M ^ ,
""'

'"'''
•' ^'"y^ "' K'"-^'^^' ^'"""•''1 h- '-«). Tins

What the above trans.iction in..ins to you :-

Something rtcfived,

nanifly,

a furthor stock of

MERCHANDISE.

Something given,

namely,

a paper known ai? a

BILL PAYABLE.

E.XERCISE 6.

2 IKS. Muslin, 60 yds. at 10c.
5 B. Cotton, 200 " 9c

If " B. Shrefing, .|oo •=
j^.

Terms: ( .-h.

I,



Thi» cash you may git from Wlntr in cilli. r of thnr w.iys. He may come »,iu »<
into your store and put down ttu- ai tvi.il momy for it, or li. m.iy nivv you a rh.qu.' 11",'*

'****"

on the Kuik with which lie ilotn humn.si, the H.itik of Toronto, or you may
draw a siglit draft on him in favor of ytir Bank and gtt liim to accept it. In iuiy »»"«• «»•<•

am- you would be practically gtttins tl,.- money at on<r for the good*, or as fhr ^li^'""*\l^>

bookkieiHT would say, you liavr sol<l Mt.chandis.: for Cash.

What the above triin»iiction miiuis to you

Something rccrived,

nanuly.

Fifty-six Dollari

in CASH.

Sonii thuiK K>ven,

namely,

r.irt of your stcK k of

MKRCHANDISE.

You sell R. Brown, 347 Qiik ii St

items are as follows :

—

EXERCISE 7.

W., a hill of poods on 30 days' credit.

2 pes. B. V.lvet, 42 yds. at «7 .SO.

3 pes. A. Fhrniitl, 180 .50.

Th.

In this case you part with your goods, hut you get nothing in return for them,
at least not i.ir 30 days. In the meantime you get the right to charge the iimount
of the goods to Brown, or as the b<'ukkeeper would say, you open an account with
Brov n and debit him for the amount of the bill. This is called selling goods on
account, and in the Siime way you may buy goods from ;uiother on account. In
such a case you would not debit the person from whom you bought, but credit

him.

Make tul
Ikis lnvolc*.
(Mi)

Ru4 thii.

\Vh. • the above transaction means to you :

—

Something received,

namely.

The right to charge

K. BROWN.

EXERCISE 8.

Something given,

namely.

Part of your stock of

MERCHANDISE.

Instead of selling the goods to R. Brown on 30 days' credit, you might have ii..d thi,.

made arrangements with him to take his note at 30 days for the goo(Js.

In this case you receive a direct return for the goods in the shape of this piece R«d ink
of paper, called a promissory note. To you it is a paper for which at the expiry
of the time stated lu expect to receive money, or in Bookkeeping it is called a Bill
Receivable. Brown, by giving it, will not be required to pay for his goods a day
sooner, while you get something on which you can raise money even before the
paper is due, because the note is something you can seU. That is, if you took



IH

*/l

the note to vour Bank even tJ.e day you got it. ti.o Bank would advance you
mon,,.y on it. True, they would not give you its full face value, because they take
off a small amount caUed discomit. This would be caUed discounting the note
and you can easily see if you foUow the process through why it is b.tter to get
the note than let the amount stand on account. You can sell the note but you
could hardly sell the account.

Copy this note filing in the amount. (17)

TORONTO, ONT ^'^r^'y2.f, /S'

~
~~_ — /r7' .^f^^ir//tl/

^y .yy..
,--' y^'^

What the above transaction means to you :

Something received,

n;imeiy,

a paper which you

call ?

BILL RECEIVABLE

Something given,

namely.

Part of your stock ol

MERCHANDISE.

r- /

Writ* this
letter and
envelope.
(.8)

Write the
Invoice.
(19)

Write tlu-

letter and
•avalope.

EXERCISE 9.

Suppose you wnte to John McDonald & Co., City, ordering 10 pes. Sateen
4 pes. C. Denims, 10 pes. L. Plaid. 20 pes. L. Gingham.

The invoice comes to hand and shows as follows :—

10 pes. Sateen, 500 yds. at
4 " C. Denims, 160

Terms

10 " L. Plaid,

20 " L. Gingham,

Note at 60 days.

400

600

5c.

12Jc,

10c.

8c.

The goods prove satisfactory and you write up the note and enclose it in a letter
acknowledging receipt of goods.



17

In tliis cast; you receive the Mcrchaiulise ;md give the nnu- This noti- you will •nj note.

hav,: to pay when it falls due and you call it, therefore, a Bil! Payable. McDonald K"<i ihu.

& Co. ex[H( t to receive the money for it aiid they call it a Bill Receivable.

What the above tr.iiisaction means to you :

—

Something received,

namely,

a stock of

MERCHANDISE.

Something {;iven,

namely,

a paper which

you call a

BILL PAYABLE.

EXERCISE 10.

acceptance
on it.

Now in this last case McDonald & Co. might have received your piomise to wtiu the

pay in a different maimer. Suppose they drew a 60-day draft on you in favor pu» the

of their Bank, the Bank of Toronto. You know what would happen. In a day
or two after, the draft would be presented to you for acceptance You would
place the acceptance across the draft, and what would that me;m ? Simply
that you promise that it shall be paid when it falls due, and, as we saw in a previous

exercise, it would be called a Bill Payable ; so we understand the term Bills

Payable to include both our notes in favor o{ other people and our acceptances
in favor of others.

J:
!

EXERCISE 11

If you look back to Exercise 8 you will find there a promissory note given by write the

Brown to us. You remember why he gave it to us, to pay for the goods he had acceptance,

bought from us. Now from what has just gone before you will readily gather "
that we might have received this promise in another way. We might have drawn
a draft on him and receivetl his acceptar.ce. This paper we would call a Bill

Receivable, and under this heading we class not only notes in our favor, but also

acceptances in our favor.

/

EXERCISE 12.

You have seen how notes or acceptances come into our li.uids. You under- Read thia.

stand also that these paper? may be sold before they fall due. Of course you
cannot expect to get full value for the papers when thus sold before maturity.

The bank or whoever buys them will always give you less tluui the face value by
a small amount knowii as discount, and selling papers in this way is called

discounting th^.
Suppose, then, that J. Duncan is owing you $500 and gives you a note at 60 write this

days for the ?mount. As soon as you get it you take it to the Bank, get it dis- (m)*'

counted at 5%, and have the proceeds placed to youi credit. The discount

would be figured as the interest on $500 for 63 days at 5%, or $4.32, and tlie /'

amount that would go to your credit would be $500 less $4.32, or $495.68. The
Bank before taking the note from you will require you to write your name across

r^

J^
/
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Should J. Duncan fli" to pay it ' "" "^^"^'"•-' '°^ ''^ f'-'-^™-^ ^^ -^turity

get back $500, or thev mTk; I^S^''' T'"T '^^'''•^ •^'"' '" ^^ days th.v
H32. While it produci rh:trk?hrrraJu'^t

"^^ °' *"^' -'--^ -- >-

What the above transaction means to yi,\:_

Something received,

namely,

(1) a paper calUd a

KII-L RECEIVABLE.
(2) The value of the paper in

CASH, which is its face value

less $4.32 of a

DISCOUNT.

-S^l^A

Something given,

namely,

(1) The right you had of

charging
J. DUNCAN

(2) The paper you

call a

BILL RECEIVABLE.

Kod tblx.

EXERCISE

t^'"^riri!.:r-y-.-^y»^avetogivenotes. Supp^sl y Tf„;tsome tir '^V: '7' '''"^ ^ -terest-beanng
Co., $500 on^ davs- timf ThTtim

'' "^ '" °^ ^"^^^ '^""^ ^' ^- Brock I
-nt them to take'yo^r notelr rdirThr '"^^ "^* ''^'^ *« P^^' ^"^
prepared topay interest, and so the X.^:-^^-^-,^;^;;^

J-^?^—-

Copy this note

III -^^^^...J.r-^ ^^J^

rr;S.'Sf Now at the end of the time von w^ll i-^v

"^

t". i.ur.... Pius the mterest on $500 for 63 day It 1/ ' ^" '"^^- '" '''^"'" ''^'-' ""^e. $500 ;W days at 5o/„, and aga.n the use of the money has X
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cost you valu... From this and the previous exercis.3 we R^.tlur that the uso
of money may cost us vahie ni two thtferent ways. I-irst. uh,u we desire to Ret
money commg to us before it is due, and again, wlien we fail to pay our debts
when due and mterest is added. In one case we speak of it iis discount and
tlie otlur as interest. It is all the same thing. It is simply the value we put ut>on
the use of the money for a time, and in Bookkeeping the two terms are joined
in the account called Interest and Discount.

Something given,

namely,

(1) The paper called a

BILL PAYABLE.

(2) 8504,32 of your

CASH.

What the above trans<iction means to yn
Something received,

i

namely,
j

(1) The right to charge

\V. R. BROCK & Co.

(2) You have received 63 davs'

extension of time, or the use

of your money for 63 days longer,

called INTEREST, and you now

redeem your BILL PAYABLE.

EXERCISE 14.

.u ^Tu^ tV"^* ^ ^^'^^^ ^°' *'"^ "''•' "^ """"^y *° P'oJ"*^-' >">' value. Suppose "r.w up
that John Thompson is owing you S200 due to-day. He is not ready to pay and I.")

"°"

you agree to take his note at 60 days with interest at 7%. You are being ke,>t Fi.ur. .h.
out o the use of your $200 for 63 days, but when Thompson comes to pay you

'""""•

he will have to pay $200 plus the interest on $200 for 63 days at ?'/„ and so ymi ' ' '

see the use of money has produced you value.

i

Wlmt the above transaction means to you :

Soi>'ei:hing received,
|

namely, !

Something given,

namely,

(1) A papiT called a

BILL RECEIVABLE.

(2) Pay for the note, also

for the use of the money,

both in CASH.

(I) Your right to charge

J THOMPSON.

(2) You have been letting Thompson
have the use of the money, or

INTEREST, and now when he pays

you you also give him the BILL

RECEIVABLE.

EXERCISE 15.

Suppose that to-day J
J?.

Todd comes to you with a note he had received whu .h.from Thomas (,reen just 60 days ago. It is a 90-day note for $200 and will ^'



therefore not be due for 33 days, but Todd wants to raise money on it now He

tTZT r K
"" ^"'- ''''" ^''y '""^ '"''"^y- --^ '^^ "- °f 't is l^to you

Z, Tn r ^°" ^° '° '=°""* '•^^ ^°""' «f he note you get 1200 soyou see 110 more than you paid for the note is coming to you for the useT'themoney. Agam you notice that the use .,f mo,. , l.af pJluced you Z^ A^kk^per would describe the transaction .,y saymg that you had discountedfor J. R. Todd. Thomas Green's note of S200. discount for unexpired time »

What the abo\e transaction means to you :—

Sonutliiiig received,

namely,

a paper called

BILL RECEIVABLE.

Something given,

namely.

The value of the paper

in CASH,

less a $10 DISCOUNT.

Haiid your 27 forms, neatly arranged, to your teacher for certificationDo this as soon as completed.
"'"-duon.

Section 5.

THE STUDY OF ACCOUNTS.
Having complefe^he foregoing part of the work, you are now ready to proceed withthe exercs.: on Accounts. Taking up the first Exercise page 21 which deals wi^hC^hAccount, you will proceed as follows :-

' ^^ ^^^

Carefully read the descriptive note which precedes the exercise,

pen i^tk^S^ i£ti^'iZ^^^t' -^'^ - -- -^y with

Proceed in this manner with the succeeding accounts.

GENERAL ACCOUNTS

^ arr^Jrtr*/', '
'T''

°' °" "' """'' '''""' ''''''''' *° '^e same person or thingarranged in the ledger under an appropriate heading
^

The leading Accounts or Names met with in an ordinary business are •-
1

.

Phopkihtor s AcouNT-Representing the business and showing investments, liabilitieson btsinning business, and withdrawals.
2. CASH-Under which is kept a record of receipts and payments of everything con-

^ LsTl? "T' "f ? ''"'' ^''^"- '"^'' '''"^' ^'^"' '^'^' -P-- -oney orders

E nd
^^" "' " '"^ ^"^ "'"'^ °^ business paper payable on
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3. Bills Receivable—Under which is kept a record of all promists by other persoiis
to pay money, that is, all paper for which we are to Receive value when it is due.

4. Bills Payable—Showing a record of our own promises to piiy to other persons :

that is, all paper for which we must Pay cash or other value at maturity.
5. Person's Names—Showing our dealings with persons, firms or corporations, and

recording the amounts they owe us or what we owe thcni.

6. Merchandise—Referring to all goods in which we deal as a business ; such as dry
goods, groceries, produce, etc.

7. Real Estate—Under which we keep a record of all property connected with the
business

; such as houses, lands, etc.

8. Expense—Under which we may include all such items as rent.siiiaries, fuel, light, etc.
9. Interest and Discount—Showing a record of what the Use of Money costs or

produces us.

These accounts and all others met with in any business are kt])t in .i special book called
the Ledger. Th • following shows the simplest ruling of this book, by >v]iicli wf see that an
account has two sides—Debit, on the left side, and Credit, on the right side.

DR. MEKCHANDISK. CR.

Date KXI'LA.NAUON I'Ai;! Amoint

Not no« us<i|

in Postinc.

1)AII- I Xi P ANAIHN l'A..l Amoi m

.\t)l now ustil

III Fctslin;;.

(!I

III

III

II

THE CASH ACCOU;

1. Cash consists chiefly of money, cheques, bank drafts, post office aad express money
orders, and postal orders.

y'^^

2. The object of this account is to show the dealings in cash, the amount received and
paid, and the amount on hand.

Rule 1.

The method—When cash is received the amount is placed on the left or Debit side ;

and when paid out the amount is placed on the right or Credit side. The excess
of the Debit over the Credit should agree with the amount on hand at any time.
It will be observed that the Credit side can never be larger than the Debit, because
we can never pay out more cash than we receive.

n.LUSTRATION OF CASH ACCOUNT.
Transactions :

—

1. Proprietor invests $500.00.

2. Paid cash for rent, $25.00.

3. Received cash for Mdse., $31.50.

4. Received cash from James Smith, on account, $50.00.

5. Paid J. W. Ford, losIi on account, $75.00.

6. Paid cash for bill of Mdse., $150.00.



7. R,.cmvd r.isl. of H. Doaii. for his not,., m.<n
«• 1 .iK cisl, for /.;.

J. W,-,j,i,fs ,„.t,,, se3,),j
"'

1 .ud c.isli for our uoU; $200,00.
10. R,,.a.iv..d cash for M.ls,-., SI80.00.
11. Paid proprietor cash, 850.00
12. Kecived cash for Mdse., SIOO.OO.

F.XERCISE I.

Copy this in Led«er.

Note.—Do all ruh

Total amount received
Total amount paid

Balance on hand

S899 50

563 00

S336 50

are i

.•x.Tds„s.
' ' "'" '" ""- '•'^6. '- Do the «,mc „iih all succetdlng

I

;4

CASH ACCOUNT.

E.XERCISE 2.

\ -Mk out on your work book, get ,t checked. , opv nt Ledger

- aiu casn lor office furniture, $200.00.
3. Paid cash for merchajidise, .$800.00
4. Paid cash for load of coal, S3.55
5. Sold merchandise for cash, $400.00.
6. Loaned James Bennett, cash, OBQ 00
7. Paid cash for insurance, 875.oT^
8. Sold merchandise for oasis, §200 00
9 Received cash of James Bennett on ^-.o-t «nortf>

10. Received cash for merchandise, $400."o0.

'

""Bi^^''^-^
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11. Paid clerks c;isli on vv.igcs. $28.60,

12. Received cash for s.il.s of iiKrchuidiw $151 rtl.

13. Paid Dr. B. D. Fraser, for ni.dical sirvicis, $15.50.
14. Kefuiidid cash to John Sniitli tor ov. rchargc. $1250.
15. Took for private use, $50.00 cash and $10.50 in foods.

Work book first, then in Ledger.

1. li. J. Kncitl invests c;isli, $2,8(K).(K».

2. Received cash for merchandise. $;<5.(KI.

3. Paid casli for postage, $3.00.

4. Loaned \V. A. Wiite on note, ten days, $2;<S.iJC.

5. Paid cash for merchandise, $450.00.

6. R. A. Hughes becomes a partner and invests cash, $2,000.00.
7. Paid freiglit on merchandise, $6.25.

8. E. J. Kneitl withdrew cash, $150.00.

9. Paid c.-ish tor rent of store, $150.00.

10. Received cash from W. A. White, for interest on liis note. $5.25.
11. E. J. Kneitl invests H. G. Brown's chtque, f<,000.00.
12. Paid bookkeeper's salary for month, $115()0.
13. Paid cash for two tons of coal, 810.00
14. Sc'd merchandise for cash, $255.00.

15. Sold mercliandisc to John McDonald, on account, $150.00.
16. R. A. Hughes drew cash for private use, $52.45.
17. We owe John Ball for work, $25.00.

18. W. Taylor owes us for goods, $31.27.

19. Received Post-office Order for H. Jamieson s account, $13.25.
20. Gave John Carpenter cheque for rent, SaS.OO.

THE CASH BOOK.

^ Whoever can make up properly a Cash Account has little to learn about the keeping of
a Cash Book. The form will be found slightly different ; and you wiU also find that m
putting down the items it is necessary to add to what you have'b«.en putting in the Casli
.\ccount, the name of the opposite account.

Your " Introductory Business Practice " has tauglit you that every tr;uisaction has two
sides to It. Thus, if we buy for cash 50 yds. of Muslin at 6 cts. per yd. we know that Cash
Account will be affected, and if in putting down our . ntry we want one word which will i xprcss
what is meant by 50 yds. of Muslin that word will be " Merchandise." Again, if we receive
casn from a man in payment of a note we hold against him, the note is represented by tlie title
" Bills Receivable." If we pay out money to redeem one of our notes, such note" is repre-
'.rtitcd by the title " Billi Payable," and so it runs ihrougii liu. whole list of transactions
—there are always two sides to them, always two acr unts affected. If Cash is one of them,
a little thought should enable you to name the other.
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CASH RECEIVED.

EXPIANATIUN »•"• MM.Kli;>, TofALS

1910

Jan. 1 Propiietor
M<1m>.

4

7

10

12

J. Smith
Bills R.v.
Mdse
Md^e.

lii'c, for Investment
for Mdsu.
from Sniitli on ac.
for Dimml's note
for Mdse.
for M(ivii

Note -Sometimes the - A. ronnt "
a

S.SOO 00
31 50
Si) (K)

38 00
ISO 00
KM) 00 899 .SO

$899 50

and ' Explanation " columns are transposed.

H

EXERCISES 4, 5, 6.

Tho ilhistration shows the Cash Arr.i>i„t ,..i i

into the Cash Book. You vmc'yt; „:';"'-' ^^ed for you on page 22. expau.ied

paper, on winch you will also arr^gc as :^' t^'a":::? ? '""I'"-'
''"'" '' -^^ J'~l

have a thorough loiowlcd^. of tirm" y hi SZv' " ''^^' '7 '"'*^"'^'' "'"'^' '"- ^'-^
concerned, always workmg on a CahZk oie m '' "' "' '" ''^ '"^ bookkeeping is

is entered on the Dr. or receiv^.d s L "fth > ? hT T'! '" ""'^ " ^^'P"^'* =""1 '"^ "»"'<-•

his deposit and his name Te tld on , r
?^- ''"°'''^''' ""' '^^"- '"^ ^I'^q^e on

The Cashier in any ari'Sim' r^^^. I";-;;: ^V^Im^ '^t
'""^^

o. ."x^'trr-
' ir;t;r:^:=— ---- ---.

I

BILLS RECEIVABLE ACCOUNT.

and isr:;::^^::::r::;^Sf;:
'-' -' -''-' -^-- «-- - -p«-ions.

us -;:;^r:x<:'r:s:- 1;: rinr
^ "°" °^ ^ ^-^p^-- '-- -- ^^^^ owes

.nent. heaig n.^-lL it clnt '^T"'
'° P"^' '' '^"'^^ ^ '^'^'^'''^^ time for p.,-

.s due.
= ^"' '^ ^'"^'^^'"'-'^ ^"'i -oney raised on the paper even before it



Date Dr. Account

r.\SH PAID. CK.

l:XPI.\S.\TIl)N Fo. SfNDRIiS lulAIS

19l:j

J.U.. 2 Fvxpeii>t' Paul fcir Kent
5 [. W. Ford Ford on ai.
B Mdse. " lor Md-f.
H Bill-, Kec. for \Viii;Ji!'~ note
9 Bills Pay. for our note

II Proprietor for Proprietor
12 Balance Cash on hand (

ISO

50

(N)

IK)

00
(H)

(iO

IM) 00
51)

HULE 2.

The method .—When "notes or acceptances are received, the amount written
48 entered on the debit side of the account, and when such paper is paid, ,)r in any w
of, the amount of the face is entered on the credit side of the account. The d
any) will be on the debit side, and shows the amount of such papvr on hand.

ILLUsTRATIO.V OF BILLS RECEIVABLE ACCOUNT.
Transactions :

—

1. Proprietor invests Chas. White's note of $234.,'>6.

2. Received of J. Small his note, on account, S37.S.00,

3. Loaned T. J. Johnston on his note, cash, $150.00.
4. Chas. White paid his note in cash, $234,36.
5. Received I. N. Miller's acceptance in payment for Mdse., $215.00.
(>. Gave C. F. Jone.i J. Small's note, on account, $375.00.

EXERCISE 7.

Copy this in Ledger.

$899 50

on the face

.ly disposed

llferelice (if

AoffS Ptfctf .-'?3'

-y^Ji-oc^ A^::£<--e^.yi^rz^^^rL ^}^

(A
\

2 3 a

3 7S
t, O f

s6

oo
5 h

J 6J\00

J 7^ [jT^

Total notes received

disjxjsed of

§974 56

60y 6b

Value of notes on hand $365 00

Number of notes on hand, 2.



2

3.

4.

5.

6

7.

8.

9.

-10.

11.

12.

13.

14.

15

EXERCISE 8.

i 'ir'slZ" ';:""Sr -"" -" -'"'" '"— '• "-».-
F. L. Tripp's acccptajicc, 1400.00.
Clias. Callow's iiotf, $254.35.
Sold Rose on his not.-, mwchandis,-, JIM 00^ME. S. Hmman m.Tchand.s.. on Ins a.c.ptann $210 00Reccved r..h or X H. Stoplun's not., ^,^,.00.

'

'

Gave Chus. Callow E. S. Hinn,an's a, cptanc, $21fl00&)ld George I.. White merchand.s.. on his note. $186 is'Received cish of Charles Callow (or his note «2iU T5 * .

Riteivcd of C H Allan G A 'i,r
'
'""' "'*'''''"*'

Received cash for FIT ^'^""^ « '^"eptanre. $2I5.0u.

n^ . ,^ ^ ' ^"P»' * a«ei,tance, $400.D^ounted F. Rosc-'s note, $163, at bank, discount, $2 10Exch.a„«ed notes with R. F. Hibbcrt for accommodation $341 00

SlunTe,. T L "? *"^^•^"P^•^""• -» '0 days. Mdse.. $450.00.uiscounte.' T. L. Jones' note, $138.28, at bank discount II nShow form of B. Rec account m,i »h ., i /
"'scount. »i.i5.

net. account and the value of notux on hand.

$2.15.

$215.00

BILLS RECEIVABLE ACCOUNT.
EXERCISE 9.

1. The following notes are invested in the business: J D Moore's J12inn = ,r. .Pickard s, $450.00.
-woore s, $li!l.OO. and Charles

2. Sold W. E. Brown on his note, 30 days, merchandise $150 00

4. Bought of John HaU merchandise valued at «9S0nn r
Pickard 's note. $450.00

*''*' '" P'^V^ent Charles

7 801.^/"" •"' ""''^ '^ ^=*y^' "'•^^^handisc:, $175.00
/. tJought Goodwins note of *9<vinn f«, u • T.

8 Gave W F Rr„ . .
$^.00, for cash. Jess discount, $5.60.

Q ^w F T
' "°^' '° J- ^- Small for bill of Mdse $150 W)

10 Sid I U
°" Jf'" ^'^^*'-'^'^ ^"^P'^"-' '«dse.. $163 50

0. Sold L. Hermann bill of Mdse., on note, 10 days $238 Oo'II. Received cash for W. Smith'' note «l7^nn H'
.'^^•""•

19 <;r.Iri R r J ,

•
^"""'

"
"ote, SI75.00, with interest $3 27l^. bold 1<. Goodwins notr &9Vinn f^, i i ,.

'"-"-''' «^-''-

I'j T T,
'^' '''^^•"<^> for cash, less dscount SI SSIJ. L. Hermami paid his note by cash Sinnnn

"'**^°""t. «'S5.

14. Bousht of J. Brady on John I,! V-
"'"^ "°'^'' '" ^^'y^' »'38.00.

IS Sni.i w p. ,<, J"" ^'-s*'''^ s 'acceptance, Mdse. $1635013. bold \V. E. Jones Mdse SSfiSfi nn v, • j
»ioo.ou.

Spends .4ep,,j"«S:°"a,'r™'',':rr"' '"" •™°°' »•' j*"

BILLS PAYABLE ACCOUNT

^
Jills Payable .e our own written prom.-s to pay. and consist of notes and accepted
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KULE 3.

Wlieii wr issuu our own note or .ict.|.t .i tun.- .li.tK. wr trfdit Bills i',,\ ,,1.1. lui th,. (arc
..( the [Mivr.and when w« pay offW ndc iii such i>.i,h.r, «. .i.l),t Mills I'.oM,- Im tl„. (,uv
of th.! s.ini.'. The credit side niust .lAv.iys I),- ri. .iter unless the t».. sides ,ue eqii.il.

ILLLSIKArillN OF III IS l>AV.\UI.K ACCOCM
Tr.uisactions :

—

1. Guvu E. E. Scott our note on .laount, S;«IO,0().

2 Accepted J. All.n's draft on us, $20()()0.

:i. Gave K. K. Grundy our note for hill ot Mdse., 8«<K),(H).

4 Paid H. E, S<olt cash for note in h,s favor. $;«IIMJ0

S Gav.: F. D. (.aiiil)!.' note. 10 days, on arconnt. 8(SI.5<)

« Acc.pt.'d E. J. White's :*) d.iys' ,,it, g;<l.25.

7. Paid our acceptance favor ol | Ailaii 82<X)(J«1.

8 Exchanged noles, at ») ilays, with (.'
l", I), ann^,'. $.'J,S«.98.

9 Paid note favor F. K. Gnindy, SWIOWl, and interest, $8 47.
10 (iave H. A, Masscy note on accoiiut, with interest, JiJlS.OI.

K.Xl.ki l-^i: 10.

'i-«^»i CC- ilt.i.:'

1

L/^

Total notes issued or given out $1,864 73
Total notes redeemed or p.iid 1,100 (JO

Amount outstanding

Number not yet paid

8764 73

EXERCISE 11.

J. D. Stuart owes the following paper on commencing business —
1. Notes favor F, I.. MiUer. S 1 36.00

; favor
J. I.akin. ?234.00 , favor of Chas. Gicen

$558.25; favor b' .k. $310.00; and an acceptance favor T. J. Dufton $243 Oo'
2. Accepted C. H. Allan's draft favor John Moss. $131.00.
3. Paid note favor F. L. Miller, $136, less discount, $2.15.

mmOk
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5.

H

7

H

»<'"«!.. ..t J. KM. 1W1.1 .„.....,., ,0. lavs, MU.. |7S(MM

r-H.k up not.- fav..r J. I.ak,,,, $ZU()I>
'

'

S'.l.l C). W. Oakl.v, h,ll of M.ls.. $441 ) R ! ! .

« Acc,pt,d James Hamilt.,,,', draft f.u„r l.u.k $SSOO
1". Discoimtf

1 n.v n..f,, ;« .lay, it IumW S-J^nZ-i

Cli..,, fir,.,.,,, 8.558.25. lulano l^sh
'" ^'" ''"''"""' ""^ ""''" '«vor

12 I'...,| not. favor h.uik in cash. ^Wm
. ,nt,u-,t. $2.10.

EXERCISE 12

bank. $25n.0O.

H ») .lays.

>*. BoiiRht of W. G. Sluw M.ls.. iriflnnf.. ^ ""^"'
;^

"'
. .

-"•»«, .»uis.'.. 9>H)U.U(I L'aVc cash jb¥) Hfl I, ,1
Willi interest, $270.00.

»J".00. f)alancr note

4. Borrowed from h.mk on note. $500.00; I,ss .hscunt S6 "5
5. Gave John Uo„d note on acconnt, gCiSO.fK)

'

*"''•

6. Bought of W. E. Jones. Mds.' g7S2 0(( \ . i i

Join. S,var, $262 00 as part piJI!",?^-
«"'""' ''" '"-''-'y ^'S'" ^^'^^^ '"vor

7. Paid not.' f-ivnr I DM I'-'yni'iit, Balance on account.
/. lau not. fa%or

J. P. M;inning. $750.00; and interest «2 in

10 P ;•
*

"'°"*'''' '"'"^''^ ^^•'' bo"'<k..eper, l,y note $1'>5 00
0. P-d note favor John Wood. $350.00; less discount $1 sf
<• Bought of Robert Lang. Mdse.. on accept.u,ce, 30 d ys SoOO

''•

tlotjoh.Xr$^S;: *'''^'' '^"^ ^^--'^"^ "' P-^ P^>--t the acceptance

14. Paid not.- 01 $270.00, favor W. G. Shaw

2:;.t^t'Si5 °" ""^'^"^^ ^' '^ '^'^^' '''-^ ^^'»-- Moore. Merchandise

QUESTIONS.

Iho answer should begin, • ItoktepnV .'"
Ji

" "",'"""•'"> Thus. .«, N„. I

2. \\ hat is an account '

•^ What is the obif-i ' ,' rh r \ x

c r- ,
-'Dj".. o, tPic Cobii Account ?

6 Explain the Cash Account in full.
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7. What art- Hill* K,. ,iv,.l.lr ?

8. What IS thf ohjirt of k- , imii} ,» HilU-k.i , .v.,bl.- .\.. ..imt

9 ExpLtin th.- m.th.xl of tr.Mtinx ilr |!ilis-R. . , iv.iM. Ac ..uM
10 Wliat .Iff Hills I'.iyal)!.' '

11. What i!t llir ohjr.t ol k.-.i.iii« 111, Hills-1'..v..l.!.- A.t.mnf }

12. Ex|ilam tlif actiiiiiit m lull, wli,ii ,1, tuti.i .v.A wh.ti cri-iiittU.

iJ What clcMS thr (l.hit sul.' of ,i (";ish A., mint >|„,w >

14. On which SI. I,. ..f a Hills-I<r.nvahU' .V.„ni.! .m1| (1„. hrst . t.lrv .ilu.ivs I.. tM,..lr.

atui why ?

15. What (l(ws th. .l.l.it si.l.' ..( Hills-K. . . iv.ill. .\, n.mit slum >

16. Whi.h M.I, ,.l Hills-K.,.ival)U' Ai,,>ui,t uili .ilv ,v, 1„. Iai>;.i, ai.,1 uhy ?

17. On whi,h si-l,- of Bills-I'ayabl,. Aaoiiiit v ,|i th,'- fir • mtrv alwavs'u. n.a.l.- and
why .<

IH. Which Mil,' ,,f Hilis-I'ayal.lc Account will .,lw.,\> he th,- lar^;. r, .u^l \\!,vj
19. Wh.iit (lo,s th, .Kl.it si.l,' ot liil|s-I'ay,,|,j,. Au.,mit show >

— .^^

2(», Which SKir of thf Cash Account will I,.. tl„ laiKVi, an.l wh„t ,l,„.s the bal.iiu.. show ?
21. What il<»'s the c alit sid,- of HilJs-Kcc. ivahlc Account sli,.u ?

22. What ihx's thi- Balanc- of .i Hills-K. . . ivahl,' .Vrouut .sli,,« '

23. What ilo, s the irclit sitlc of a Bills-l'.iy.ihl,- Account show '

24. What ilofs th,- balance of a Hills-I'aviblf Account show .»

25. With what sh(.iil.l the balan-,' of Hills-K,, ,ivable Account agr, , >

26. With what should the bidance of UiUs-P.iy.ible Accouiit .i^rte ?

This IS the end of Section No. 2. Ff.ind your .,counts an.l answers to the teacher for
certification.

Section 3.

PERSONAL .\CCOUNTS.

' I. Personal accounts consist of iiccounts with i.irsons, firms ;uul corpnrati..ns.
2. The object :—To show our dealings with them an.l the amount they owe us or the

amount we owe thein.

Rule 4.

3. The method :—We debit persons, firms or corporations for aU value receivid from
us on account, and credit them for all value we receive from th, m on account.

If the debit side is larger, they owe us the b.dance ; if the credit side is larger, we owe
them Uie difference or balance. If the sides are i^ual, the account is settled m full

In dealmg with Cash, Bills Receivable, and Bills Payable, we noti, , the same general
mle for debit and cred. " account representing the thing rccei\,d is debited, while
the account representing t, ,ng paid out is credited. If all h-.-sine?.?; rons'St^ •! in an
exchange of one thing for another, our first idea of debit and credit would always apply 'but
sometimes we buy and sell on credit, that is, something may be given an.l no visible return
received, or, on the other hand, something may be received and no visible return given. In



~\

30

;i;;;nZ:::::;ss::i,;:;a;:;:i.:'v:;^
'- :-- -^ ^ -" - j-.n sm... ....

•"t nothing c .„..s ,n by ^v f „f V r ^":^.'"r'""''"'''
""""'"' '^ ""-f"- <=-*t.,l,

un-.l iK. pays me, when I a^h Li .'!^ '! ^' ^"^"" ''^ '^"-«" "^ ''^^'^ i^Un S,„,tl,

of d..|„t .u„i crci.t ,s tlnw „„t i, rd "o Zk " ,"
'"''"'"" '"'"' '">' •'"^'^^- ^l.e idea

n..a,„„« of the terms. If 1 n^do^ uSh 'T ^'""""'^ '^"" '^ "'^ ^''"^^ "^ -'^'"-v
P'" that to his crcd,t. If I ; V . a m" , H

"'
r'
'"" "'" '"'^'^''-'S' ^ "^J'^ """ °^

or put ,h,,r to h,s debit ' '"'
"'' ''" -""'t''">^' for h,m, I charge h,n-

II.I.LSTkATIO.N Ol- A I'EKSOXAL AQOUM.

I.E,\I.IN,,s Wlil, M.RM.VN H. BROWN.

^ Sold him merchandise on account
2. Received cash of him on account
«'< Sold him goods on accoinu
4. Loaned hwn on account
5. Hm.ived his note ,t 30 ,1.^-, on account
b. Sold liim merchandise on .iccount
7. Received c;ish of him on account

SI5 75

10 o(r

"^i 00
")»00

30 OO

36 78

51 ;«

EXERCISE 13.

^alus rec'd fro.T

Total we gave to him .

,

Total w<. received from him

Balajice he owe-'S us

$110.53

91.38

19 15

i-XERCISE 14.

DEALINGS WITH CHARLES F. MARTIN.
I- We sell him on account, Mdse., S538.45.
2. Loaned him cash on account, SI 15.00.
3. Bought Mdse. of him on account .S295 15
4. Received of him his note, 10 days, on account, 8315.00
5. Bought 01 him Real Estate on account, 82 000.00
a. i aia Ills sight dratt on us, $400.00.
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7. (i.ivi; him our iiotr, six days. "U .inntint, ?o58,2t.

8. Sold him on account, Mdsc, S396 12.

9. Gave him on account, H. Baker's note, our fav.)i .S23,S(X)

I'l. We buy of him, Mdsi., on account, mx (la\s. $5in(X)

11. Loaned him cash, on acco\int, S45().(J().

12, He worked for us ten days at S2.2vS |iir liay, on accMua.
13, Received ol liim c.isii, on account, $356,23,

14. Sold him Mdse,, on 3 da\s' credit, 8^195.15,

13. Received of him his note, 5 days, on account. <.i34 33.

!!

'A

EXKHrlSKS 13, lis. 17

ACCOUNTS WITH C, U, BKNNETT, r.v.O. L Uu'i.,

1. Sold C. H, Bennett, on account, Mdse,, S^VJl.lH)

- \' I) J KMKS .WriEKSON.

3121. (HI.

M U S878.34.

2. Bought of George L. Woods, Mdse,, 8438.53.

3. Received of C. H. Bennett, V. Simpson's nol.

4. Bought of James Anderson, on 10 days' accoui

5. Paid George L. Woods' sight draft on us, 8238.tX).

6. Credit C. H, Benuett for over-cliargc s on Mds.-., .?3.G5.

7. Gave James Arderson on account, draft on C. H. Bennett, .S112.3:i.

8. Sold Geo, L. Woods on 30 days' account, Mdse . .$458.15.

9. Gav- James Anderson our note, 10 days, on aoouut, S310,()0.

» 10, Sold C. H. Bennett, Mdse,, on account, $225,

11. Received of Geo, 1.. Woods, note 30 days, on account, $186 13

12. C, H, Beimett paid our sight draft on him, $133.50.

13. George L. Woods paid James ^Viiderson for us, 875.00.

14. Gave James Anderson, on account, C. F. Martin's note, 8315.(X).

15. Charge Geo. L. Woods with interest, on account, $2,56.

16. Paid rent in cash, $65,00.

PROPRIETARY ACCOUNTS,

Accounts representing the interest of the proprietor or owners of a business are of

three classes :

—

1. That of a single owner, which is usually kept in his or her name, followed by word
" Capital."

2. Tliat of a partnership, which is kept in the name of each partner, followed by word
" Partner."

3. That of a Joint Stock Comp>t,iy, which is kept unl.r the title of Capital Stock.

SINGLE OWNERSHIP.
The object of keeping an account with the proprietor is to show his relation to the business,

and the net capital, or the net insolvency at any time « hen the books are closed.

Rule 5.

The proprietor's account is credited for all investments, and for net gains. It is debited
for all liabilities at commencing, withdrawals during tiie course of business, and for net
losses. The ditference between the two sides when tlie account is closed will be the Present
Worth or Net Insolvency.

m
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ILLUSTRATION- OF A SIX<.,.I.: OUXEKs ACCOUNT

B.D.Hall owes him on account «39 67 H n ^ ;
^' " '

'""'''' '"""''
^

Note favor J. E. Brown rii^f- •
''^^ °""'^ \'"-' ''^"°""'g '•'ibil.ties on commcn

x^ ,o ,r
•
'"^'' ''"™"' '"'^•''«' to date, $16 26

A ay 12. He withdrew for private use, $50 00

My S' Bool? r '"V"'^""
*" ''"^'"^^^- "••''"^'' ''^t «155.00.iWay JO. Books on closing show net gain, S'^43.47.

Mdse.

1.45.

nig:—

DR.

* y
' i

4 1'

t.\HK(ISE 1«.

A. J. BENNETT (Capital)
LIABILITIES, WITHDRAWAL- NET LOSS

-
—
May 1

1

12

i;<

Present worth

$867 45
16 26
50 (X>

75 00
I,cxi8 71

7.835 65

$8,844 36

INVESTMENTS—NET GAIN

May 1

24

30 Net gain

Total investments
gg.SOO 89 Net CreditTotal hal.lities and withdrawals 1 ,008 71 Net Gain added

.'

^«*C'"e«'"t
$7,492 18

EXERCISE 19
L W. J. Ferguson invests as follows:—

Mdse. per inventory, $1,847.25.
«) shares C. B. College B.ink Stock. $5 000
Byron Smith's note, $345.60.
A. Frame owes on account. $160.00.
W. A. Elliott owes on account, $50.00.

Liabilities on commencing are as follows —
Note favor G. W. Baker, $1 ,000.00,
Owes M. L. Lent, on account, $141 28

3 Sold R^*" ^°r'"''
°' ''°"'"' ^'°"^ P"^--'^*^ ^""ds, $40.00.

4 Dr wt ?• °\^"'^""t, three days, Mdse., $65.00.4. Drew for private use, $25.50.
5. Invested Layton's cheque on Imperial Bank, $875 00
b. look goods from store for family use, $21 30
7. Gam, shown by Balance Sheet, is $1 381 36

CR.

$6,000 00
1,863 27
431 50
II 45
39 67
155 00
8,500 «9j

343 47

Footing $8,844 36

.«7,492 18

343 -

Present worth jt 03c 6&

^:



S600.(X),

iiui investid prorcnis in business

Total sail. 81.289.50.
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EXERCISE 2(1.

1. J. H.' KfliiniT invests as follows:

—

Cash in Merchants Bank. SI, 525.00.

Store building, 105 Ontario Sti.et, value 84,(KJ().00

10 shares Gas Company Stock, value, 81.540.00.

5 shares Toronto Railway Company Stock, value,

L!al)ilities are :

—

Mortgage on Real Estate, S2.0(X) 00.

Interest to date on Mortgage, 835.t)0.

Note ^r G. I.. Young, 8445.00.

Inte -ccrued, $13.25.

2 Drew for family use, 815.00.

3.. Sold a Cottage, No. I Mornington Street. Stratford,

Cash, S489.50, ;uid J. \V. Patterson's note, 8800.00.

4. Paid for repairs on home, from private funds, 8125.00.

5. Paid the note and interest favor G. L. Yoimg out of private fluids.

6. Gave wife for trip to Grimsby Park, from private funds, $100.

7. Drew for private use, $45.00.

8. Net loss, shown on closing books, is 8386.42.

PARTNERSHIP.

A partnenship is a combination of the capital, skill or services of two or more persons
for the purpose of tnvnsacting business in which each member shares in the gains and losses,

and is responsible for the liabilities of the concern.

The object of keeping an account with each partner is to show his relation to the business,

and his net capital ^r insolvency at closing.

Rule 6.

Each partner is credited with his investments and his share of the Net Gain at closing
;

and debited for liabilities at commencing, withdrawals during business, and his share of

the Net Loss at closing. The partners' accounts together will show net investment ; and
at closing, net capital or insolvency of the firm.

ILLUSTRATION OF PARTNERS' ACCOUNTS.

T. B. Escott and W. D. Shaw are partners, firm name, T. B. Escott & Co.

1

.

T. B, Escott invests as follows :

—

Cash on hand, $1,845.00. Mdse. as ptr inventory, $2,647.85 ; W. T. Burk's note,

$265.25 ; less discount, to maturity, $3.35 ; account against James Winter,

$387.25.

2. T. B. Escott'^ liabilities, are as follows : which are as' :mcd by the firm,

Note, favor H. B. Hall, for $343.27 ; discount to maturity, $6.25 , account, favor
D. H. Wells, $147.17.

3. W. D. Shaw invests as follows :

—

Bank of Ilamiiton Stock, value, $2,630.00 , Sioie Building, value, $3,000.00 : C. P. R.
Stock, value, $1,270.00.

-"Stum
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B vu „ of""
'''™ '"' !'"•"" "' »'3»

O- n. U. SluiV owed |a|ll..s U',rii..r tlOlliul I ,

account. On clos.ng, booL show T B ^t '

N r''
'"

''"'f'T''
^^"^ ^"•'^•'^'"' '" '-

8328.0
*" " ' '^'' -^au. to b... $328.00

; W. D. Sluvv's

DR.

I

2

2
5

K.XERCISi; 21.

T. B, ESCOTT (P,irtn.,7

I

I'li'^eiit Wdrih {'.°t

S 3 35
343 27
147 17

73 50
567 -"9

4,912 31

1

S5,479 60
I

-\'ci gain

CR.

SI.845 1 00
2,647 85
265 25
387 25
6 25

5,>5I 60

328 00

$5,479 60

I

DK.

4
4
4
4
6

Hresoin wortli c;;^')

T. B. Escott's Investments
Lia. and withdrawals

Net Investment .

.

" Net Gain..

E.XERCISF 22.

W. D. SH.-WV fPanucr,

S65o (»(>

8 40
1,000 00

15 20
180 00
.85, 60

5,374
: 40

$7,228
,
00

85,151 60

567 29

4,584 31

328 00

Net Capital .. .. .. $4,9,23,

3
3

3

Nut gain

CR.

$2,630
(

3,000 00
1.270 00

6.9J0 00

328 00

$7,228 00

W. D. Shaw's Investments . . 86,900 00
Lia. and withdrawals

. . 1,853 60

Escott's Net Capital .84 912 SI
Shaw's N,.t Capital 5,374 40

-N'et Capital of Firm $10,286 71

Net Investment
. . . . 5,046 40

-^'^^^^'n 328 00

Net Capital .

.

85,374 40

\ i

C>
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PERSONAL OR PRIVATE ACrOlNTS OV PROPRIETOR Ok PARTNER.
It IS often convenient to have two Arronnts for the Proprietor or lor each Partner—

a

Capital Account and a Personal, or a Private, or Drawings Account, as it may variously be
styled. This last account is generally cre.lited with the share of profits, interest or salary,
to which the Proprietor or Partner is entitled. It is debited for sums withdrawn forprivatJ
use, but not intended to reduce the 'nvestnuiit.

The balance will be handled as the Proprietor wishes, or :ls the P;irtners agree. It may
be transferred to the Capital Account or may be brought forward as a bahmce owed to,
or by. the Propr- tor or Partner.

QUESTIONS.

1. Thiough what accounts is the amount due the business, or owed Hy the business.
shown ?

2. What .accounts show inv stments, and how many kinds of nivestmcnt arciMiiits are
there ?

3. What is a Personal Account ?

4. What is the object of keeping Personal Accounts ?

5. Explain Personal Accounts in full.

6. How many different kinds of Investment Accounts are there ?

7. Who is the Proprietor ?

-—8. Under what account is the Investment kept in an Individual Business ?

9. Give the method of treating a Single Proprietor's Account.
10. What is a Partnership ?

11. Under '"hat accounts is the Investment kept in a Partnership Business ?

12. Explain the method of ke. ng Partners' Accounts.
13. What does the credit side i.. a Personal Accoimt show ?

14. Which side of a Personal Account may be the larger, and what will the balance show
15. What does the debit of a Personal Account show ?

End of third se.tion. Hand accounts and answers to teacher for certification.

I

Section 4.

PARTN KKS ' ACCOUNTS

.

EXERCISES 23, 24.

James Hall and George Bell became par^ ; in business, with the followini^ resources
and liabilities :

—

1. Jiimes Hall invests the following resources:

—

Cash in Standard Bank, SI,340; Young Shannon '.s note, favor J. T. Moo-v, $648;
Merchant-- Bank sight draft on Toronto, S563.49 ; Account against Robert Daly
8681.3.'=.

James Hall's liabilities assumed by the firm are :—A note, favor J. A. Brown, for

8389; interest, $3.90; account, favor J. R. Johnston, $165.
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-Ci.l, .81,(KX): horse nn.l uago,,, val,,,., at 8230

Georg,; B.ll's mvv,tm,;iits .ir,.

Torwfo Gas Company Stock, 82 .VX)

.». Kobert U.ilys a. count proves to be 8/SI 1^ i *.

i^ clurR.a back.
"

'
''"' '^'•'"' ""''''•^'^ ^y Jam.-s H,.l!, and

4. AcccjJtcd draft drawn on ("...orrr n n .

6. G„rg„ B,.|| ,,„,„ ,,,.1, „„„ j,,,^^ ,„^,„,^^^_
,,^'".

»<M^

Sliow

JOINT STOCK COMPANIES

.heti:;:;ir::;.-:E;;;rT^:;::j: -r-^'
o^^-ised, ..„der the la.. of

omcers, . .n individual. Th: pr. at^ p7o ny o 't^r'^,
'^ ''''"''''' "'^''"«" "'

exempt from liabdity for the concern's dSts ^
'""'^''*

'^ "^ ^ ^'•"^•^' r"l«

^^J^^'lu^;^ :-r ^'" '^-"^^ '^'^^'^ '^ *" ^"-^ - '^^ Genera, L.dger.

^o:^^::::^^:::^:;:-::^^ Thecenera,
while the Stock B^ks nvr y sZ .o r th""T' t' m""-'

'^ '" °'"'^'"^^y Hookkeep.ng.

and the amount of Paid-up Caplnl
' '''"^'''^'"'^•-'^^- ^ow much stock they hold.

bus- S^'
''"' '"' '"^''"°'^-^'—- - -t affected by the loss or gain of the

Illustrations of these accounts will be shown el.ewl,ere.

CLASSIFICATION OF ACCOUNTS

Pa>ibK o:"^; '::^: ^" ^'"°""' --^ ^y '•- ''—
;

as. tor i„st,u.ce. on a B.ll

a.tis:s :;rr:;:srs rB!,;si:r:V" '"
-t'"-

°^ ^ -^ ^

on account. '
ccivable. or an amount due to the busniess

J!::^"::::! z :o::;:,^::^r^bSr ^ '::n
^"'' ^'^ ^ '—y ^-^ °^ ^i^^

Floafng Assets are those formL .ro^ "oi wtcM ^'f
'*-'; ^"""^^' "=''^'"'^'^^' ^*'^-

fron. day to day
;

as, -erchand.se.^cSSts c2 i rr^; 'fe
'" °" """'""" ^"''^^

Of .S'L!Sr°^^" °^ ' '-- -^ ^- -^- - ^^"^^R.so.r... over the sum

A Loss is an excess ol cost pric ov r ..

^"' '" "'" ^""^""^ °* ^" ^"i-^'-

the way of selling pr," .1 eip.Sc" ' P'"'"^- " ^" ""''^>' '°^ ^''^-'^ - ^e'-"- "

Losit'
''^' '"" '^ '-^""^ '^y ^"^'-^*'"« '^'- -- oi all the Ga,ns from the sum o. all the

^^^^The Net Gam .s found by subtracting the sum of all the Lo. ,es from the sum of all th.
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All accoimts ,ir.- clivi.1,.,1 into two .•,I.i,m-s : H.ilanr,- or K.mI A.-roMiiK. ,u.,l 1,-.,:, .iii.l (;,ii,i
or RcpresciU.it I vv Accounts. Tlir forcgomg ;ia wiiiti. viz d^ih. Bills H,. Hills I'ay
and Persons' Nam.-s arc cx.miplrs of B»t lHnc<- Act-fniuts.

The following accounts, Mdse., R,..il Estate. Exivns.v .m.l lut.Test .iiv ex...,.i.l.s of
Loss and Gain A(i(.unts.

Tlie above classilic.Uion h;is i-i muid the distinctions that are necessary ,n i.ukinq up
financial statements.

Different classirtcations may be made accordinR to the idea in mind
For instance, we may speak ...• Personal .ui.l Imp.rsonal Accounts. Du ksee, the linylish

authority, says a? follows en this |)oint :—
" Ledger .\ccounts are usually divided into three classes —

(a) Real Accounts, dealing with actual property.

(6) Personal Accounts, showing the record of transactions between the owner ,md
the various persons with whom he has business transactions,

(c) Nominal Accounts, dealing with various forms of Income and Lxpenditur,-.
There is no essential difference between Real ,uid Pi^rscjii.il Accounts."

MERCHANDISE ACCOUNT
The title or name Merchandise is used in husin.'ss to represent all kinds of goods or com-

modities m which a merchant may deal. The object of this .icconnt is to show the cost
of goods handled, the sales of same and the amount gained or lost. I^ is used more than
any other account in g, lural business.

Rule 7.

The plan adopted for keeping ihi^ account !s to enter the co.st of all goods bought upon
the debit side, and the amount for which goods are soM upon the credit si.le. If the goods
are all sold the difference between the two sides of the account must be the g.iin or loss
on Mdse. If the Debit side is hu-ger, the result would be a loss, as the cost would exceed
the sales. If the Credit side is larger, the difference must be a gain. When the goods are
not all sold, the value of goods on hand must either be deducted from the total cost or added
to the sales, before taking differences to ascertain the gain or loss.

The reason for thus dealing with tlu' inventory should be made apparent by a moment's
tliought. On the debit side of merchandise account we place the cost of all goods
as tney are bought. On the credit side we place the sale price of such goods as we
from time to time sell. If at any time we should desire t,) hgure the gam or loss it would
be manifestly unfair to set against the cost of all goods bought, the selling price of just such
goods as we have managed to sell. The mveiuoiy, which is an estimate of the value of
goods on hand, must be placed with the sales, so that against the total cost we have the
production of what has been sold, and a fair estimated production from what is on hand
and may be sold. With this arrangement the .lebits and credits may be fairly compared
so as to get an idea of the gain or loss on the merchandise leally handled.

Ill section 18, the plan of keeping separate accounts for Merchandise Purchases and for
Merch.uidise Sales will be dealt with.

ILLUSTR.\TION OF MERCHANDISE ACCOUNT.
TranSiiclwifi.

1 Bought goods of Wm. Jones, for cash, $58.60.
2. Bought goods ot D. N. Mills, on account, 8135.40.
3. Sold C. Williams, Mdse., for cash, 818..t().

i
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4. Sold M,iry S|.i.in,r, M.lw., on account, t37 6I
5. Bought goods of A. E. Kan.iall. o„ not., at W .l.^s $,6.', 24
^. So< goods to H. McDonald, on note, 15 days, m'J
7. So d for cash. Mds. ., to Cwgo Hunter, $I49 62
8. Value of goods on liand. SI5I.44.

Sci/rif

EXERCISE 25,

J

2

3

^/c/

'^°'^' *^'s «244 36
'"^•^"'"V 151 44

To*'-'! value $395 80
Total cost 357 24

Net gain J38 56

MERCHANDISE ACCOUNT.

EXERCISE 26.

1. Bought of R. A. Hughes, on account. Mdse., $187 93-2. Bought bill of Mdsc, on John Freel's note, our favo^ $325.00

4. SOW K. A. Ford, on account. Mdse., S55.60.
5. Sold C. VV. Allen, bill of notions, on account, $125 00
6. Bought of Thos. A. Hardy, on lOday note, flour. $325.00
7. Sold for cash, Mdse.. «36 49

9 SoTd^F^iis & r"- "m?"' It-'
'''''' ^^^-^ '^-'^ - --'-• «so.oo.

y. bold l-alls & Co.. Mdse., $550. Received in payment cash JW.'^ -.. 1 », •

at 3 months for balance
P-iymuit, cash, $350, and their note

10. Bought of W. £. Moore. 200 bbls. of flour, at $6 per bbl.
11. bold T. L. L. Lewis, bill of eroc.ries JWSS R,^<>;„ a

fayor of James Green, $55.S
' '^^'^ '" ''''' ^^^'"'^"^ "^^ -^^

Value of goods on hand, $2,150.00.
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EXKRCISK 27.

1. Inventory of Mdsu. on hand this day, 8I,()00.
2. Jas. T. Hrowu (portnor) took ^'oods for nsf at honii; S3I 52
3 SoldJ^ LHuglusMds.. 892.48. K, oived note, mw . lulauce on account.

-V RtK;oivcd of Insurance Co., cash, 8138.41 , for K,.ods d..stroy..d hy lir,.
'> bold damaged goods at auction for c.ish, 8119.45.
7. Bought of E, D. Brown, on account. 100 hhls. of ,wrk, at $12 per bhl r^ve inpayment our note at 10 days. $400; I.. Hage n.an's note. 8138; , ash $500-

balance on account.
v^^^ .

8. Credit J. L. Hughes for overcharge on Mdse. $2 48

^
9. Part of the .Mdse. bought of E. D. Brown is found to be dam.iged ; h- allows us

credit on our account for 820.

10. Sold Moore & Davidson, on their acceptanc. at 10 .lays. Mds,., .?;J37.8«.

$325 to"
°" ''"'^ '^''^''

^ ^' ''"'• "" '^ '^''^'^' •^'''"- ^•''"'J "'

12. W. H. Shaw (partner) took goods for private use, $31.42.
13. huitght Mdse. on our note. $300.00.

VJui" of goods on hand, $1,956.50.

PURCHASE BOOK .WD S.\LES BOOK.

Ik I K ,iT "" ^"''^ '^""""'- ^^'^'"^ ''-'' '"'"^^- '»"- Merchai,d,se Account, twoother books should be easily handled.

.J^^'.^TT^r cT^'T,^""''
'°"'^"" "'" '"'''''""^•-' "^ ''"- D'-'^''^ ^'d^^ ^f Merchandise

Account, while the Sales Book contains the substance of the Credit side. That is we out the
purcha.ses in the Purchase Book and the sales in the Sales Book.

The following illustrations give you a good idea of these books V,'. ,vant you to copveach of them on a single sheet of your Journal paper, and from the practice you should be
able to work out the exercises which follow.

j- s
. .

ue

As in the case of the Cash Book, you are learning at this point the work that often fallso the lot of one of the employees of a business house. The Entry Clerk is, in other words,
the Sales Book Clerk, and his work will easily be understood from the foUowing description
of the routine foUowed in a Wholesale Dry Goods House.

When the volume of busiiiess demands it, the work of recording sales falls to two clerks
he Entry Clerk and the Bill Clerk. These two men get their work indirectly from th

their desk. The Call Clerk proceeds to caU out the customer's name and address, the termso sale, the Salesman s name, and the list of articles and prices. As he doe • so the EntryClerk records the sale in the Sales Book while the Bill Clerk makes out a bill on a bill headThe extensions are made, and should the two footines aeroe th,> vvnrk i. tak-. ,<•

it W.U thus be seen that the successful Bill or Entry Clerk must be skilled in rap.d figuring
and be able to write a rapid, legible business haiH.

^'

I.
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Oct. 7 J, Will

IS Casli

18 B. Pay

Nov. H I£. Gnrd

EXEHllSK 28.

FUKCHASK OK INVOICK HOOK

H<mf,'lit iif him, as |»t Invdue
N". 1. Tern)-., ;j(t days

lioiiK.'it ol K. Uiiiiii, a^ («i
Iiivui<T N(>. 2. Tcrins, cash.

Hmglit <if II. (incii, as prr
inv()ii<' No. ;(. Tirm-, Ndic
at 6<J days.

on Hoiiglit (if liiiii, as per Invoice
No. 4. Tcinis, 90 days

;

30 days, 5 per cent.

Total cankU forwiu«l

Toronto, Oct 7. IWIO.

$175 (K»

.SO (.It

2.S() (N)

180 00

fiS5 00

$655 00 $655 00

Note.—The items of each purchase are not entered because the Invoices are filed for
reference.

I<

12 J. King

19 B. Rec.

EXBUCISE 29.

SALES BOOK.

1910
Oct. 9 Cash Sold R. Robb for cash :—

20 tons Egg @ $4.75
12 " Stove @ 4.75
5 " Chestnut @ 4.75

Sold him o'l account, 30 days :

—

10 tons Lump @ $3.50
12 " Grate @ 4.75

Sold H. Hall, on his note at
30 days :—
20 tons Stove @ $5.00
10 •• Egg @ 5.00
10 " Chestnut (w 5.00

Amouiil fui '.vurd

ToRONfo, Oct. 9. 1910.

$95 00 1

57 00
23 75 $175 75

35 00
57 00

li

f

92 00

100 00
50 00
50 00 200 00

a

$467 75
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KXKRCiSRs ;«». ;»i,

EXKKCISKS ON I'liRCHASK AND SAFES HOOKS
From tl... following li.t of tr.msarti<m, iiuk. ..,„ ,„ ,.ro,,r fo,,,, th, l'ur.-t,as. .u,.| S .!,.«

Books.

Jan. 3 Buy from A!l..iny Supply Co, 4(K)l.u v-llou ,,„„ at 5<<, S2.'i H-Kt l,u N.. 1

oats at m.. $218: 45 ,on> l„au .a 812.S(.. ^iZM)
.

2(. .o,„ T„„„„,v ,.,,.'
,., $16. $;.2.)

10 tons r ov..r luy at S8, $«(. Total, 8I,4()2,.V., f..r whuh v-,, k.w not., .l, |0 ,|avs

'

S. S.1I An.lrtw Allison, 2(» Im, yi How lor., at 58.., Sll.(M); 110 !„, No I o its it 'Wc
841^80 .

I ton Tunothy hay at 820. Total. 873 40. for win. h v. , r,cv Ins not., at :«0 .l.iys'

.n ,;, v\ V.""
""•'' '^•'"- "" •"""""• ^' '''''- M'"'""!'' i'"H't n.mr .it .S4W. 8";»

'

40 1)l.ls, .\.\\. Hon ,11 Um). 8140 T..t.il. HMO.

T ^ ^;^'' [•""•* "•''''<.'''t^'wmnt, l(HH,n.y,ll„w.orn.it5»
. 8,S8

, 3 ton> l,r..n .it 815, $75.

11. Buy from R. H. B..itty, 35 1,1,1s. ol .M,ui.toha spring uh.-.u Hnnr .u 84 8140 for
\.liicli you giv,. yonr noto liuf in 6 .J.iys.

13. S,ll Alf.,,1 Brock, 2 tons l.r.m at $15. §:«)
; 2 i..ns Tiniothy L.iy .lI 820 .«i4(t T..t.il

870, ff)r which you nxoivc his note payahlf in ;«» d.iys.

16. Buy fiom N. W. Coppin, 300 bn. No. 1 oats at 34.
, 8102; 200 hii. v,.||ow corn at

55c., 8110. Total, 8212, for winch you give your not.' due in 15 .i.iys.
17. Sell Jonn Cutts, 120 bu. ydlow corn at ,S8c

, $«9.60
: 130 bu No 1 oits it 38c

849.40
; 2 tons bran at 815, $30. Total, 8149, for winch you receive his note clue in 10

days.

19. Sell W. Ford, on account, 2 bbls. XXX. flour at 83.70, 87.40 ; fiO bu y.llow corn
at 56c., $33.60

, 20 bu. No. 1 oats at 38c.. 87 60 , 3 tons bran ,it 815, 845 ; 2 tons Timothy
hay at $20, $40. Total, $133.60.

^

22. Sell J. Little, 100 bu. yellow corn at 58c., ,i8
; 50 bu. No. 1 oats at 38c 819'

3 tons bran at $15, $45. Tot.il, $122. Receive his note at 10 days.

h!

REAL ESTATE ACCOUNT.

Real Estate is a name or litl.^ used as an account under which is kept a record of all
lanus or lots with buildings and all fixed improvements, known .is real property, belonging

The object of this account is to show our dealings in real estate and to enable an owner
to determine his gain or loss on such property. It is sometimes practicable to keep a sc urate
account for each particular house and lot or p.orcel of property in order to show just what
result ,s produced by it, but more commonly all such properties are recorded under the
title Real Estate, as in the following cjcample.

Rule 8.

The method of keeping this account is to debit it with the total cost, which includes
not only the first cost, but .all expenditures for permanent improvements, etc., and to credit
It with all It produces through rents, sales, etc.

As in Mdse. account, before finding the gain or loss, the inventorv or .-irtua! valu- of
property on hand must be added to credit side. Then, if debit side is larger, the difference
must De a loss, but if credit side be the larger, the result must be a gain
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II.M'STRATION ()|. Ki:\( KST.MK AfCOI'NT.

I 'JtlsjL lions

li'Mij-hi „t J. II. Cim.M,,,. for cish, Hous.. .iu,i L„t \.i. 40 En- Si n,, «•' 520
I'.nl (.ish lor ropairs. No. 40 Kri.' St., S75.
I'.ii'l . .isli lor iii»ur;«ii<; on No. 40 Kri.- Si

, $25
Ri'iitiil Dr. H.irt rooms. I<..(,.iv,xl cisli oit r.iit, |50.
Hoii«l.t of r M (:h,i,|wiik, proiHTtv i:W2 Kihr St,, $4,000.
Paul t.ix.s on No in K,,,- St,, $37 4H
SoM J. S. St,.vv.irt, No. 40 l-r..- St pro,vrty for $2my <.,, .,,v..,| 82.(00
twlaiic; not.-, on<; y. ,tr, $800.

R.-Cf.v,-,i r.wh for cuic'll..,! ,ns,„.i„. ,- ,«,|,cy on No. 40 Krio St. i.ro,KMy $21 25
Paul cash lor p-iintinR, 1302 KlIl^' St

, $63.20,
(iavt; note 30 days for iasuranic, on 1302 King St,, $42.50,
V.Uu.' of p,o|vrty on lun.i, nicliiding rents .lu,- ,in<i ins'uranc: paid .n a.iv.incv. $4,090

K.XEKl IsE 32.

REAL HSTATi;.
TOIAL rOsT,

I'HODt'i riil,N.

//«•, i

2
3
5
6
9
10

Net gam ;::l)

$2,.520 (H)

75 00
25 (N)

4,(HK) 00
37 48
63 20
42 ,S(»

0."61 IH

198 ft?

$6,961 1^5

Invi'iitory
(;;;J|

CR.

$ 50 IX)

2,80.) 00
21 25

4,090 00

56,961 25

Total rre.lits $2,871 25
Invent ,ry 4^o9() 00

Tot.il vaiur

Total dubil or cost

$6,961 25

6,763 18

^'»-'t S<ii" SI98 07

REAL EST.VTE ACCOIXI,

K.XERCISE 33.

1. Bought of H. H. S,n.Ul, tor ,..1, ho„.. ,u.d lot, 253 Ontario St.. tor S2.8U0.00.
2, Bought of J. D. Kmg, property, 61 St. Mary St., on note, one year, S3,l.)0 00
J. laid insurance on proptTty, 253 Ontario St., §25,45.
4 Pnh-i tas-i On piuptrty, i31 St, M.av St

, S18,45,
5, Received rash for rent, 253 Ontario St, !^1,S00
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6. Ho.
,1 „( \V,n, Jon.s, ,.rojx.-ny, \m Ki, „.| M «.« .Mkkio (..iv, in fMvni.i.t,

ciLsii, t2,S(X>00, b.il.iiicf note, 6 numth-*, iik Indium <Iim ,mi,,| |« 7.S

7. Paid ciish lor pump, ,u 61 St. Marv St., 8I5()()

8. Paid casli for repairs of rc»of. 160 kichm..M.l St |lo;ir(.

9. Sold N. H. Stfplutis' pr..[)crty, 2.W Oiitiirio Si ,.ish, SiJ 3)0,
10 S«Md (lid pump, 61 St. M.iry St

, 82 SO,

11. Kfaivt.l c.isli of W. I, l.rgUMm. u.s r,i,t ,,l HI St M.irv St . $5000.
12. Sold Joseph Wright, for oish, prop.rtv l«0 Hi.l,ni..i.,l s, (,, |38n(MK.

V.duf of pro|)erty on luuid, |3 560(K»

gi'EST IONS
I. What uri> the gunial lividls sliowii t,y actoiiiifs ,'

2 What is tlu: puri^isc of busiius*
''

3. What is MtrchaiKhse ?

4. What is th. objrct of keeping a Mt rch.UKhM .Account >

5. Explain the Merchandise Account in full.

6. How is the loss or gain found on Mi n hiinchse ?

7. Wliat is Real Estate >

8. Wiiat i.s the object of keeping a l<(.d \:^\.iu- Account ,'

9. Explain the metlajd of treating the s,iiii< ,

10. How do you find th<- Loss or Gam on K. al Estate '

11. What does the debit side of Merchajuiis.. Account show '

12. What does the credit side of Merchandis.. Account shcjv >

13. What does the difference between the two sides of Men h.indise A(. o„nf sIk.w at
any time .'

14. H all the goods are sold, what does the difference between the tu,, sides ..| the
Merchandise Account show ?

15. Why is the Inventory of Merchandise pl.iced on the cre<iit .nir of tii, ,l, count in
finding the Loss or Gain ?

End of the fourth section. Hand .ucoiints and .insweis to teacher for o rlifteation.

! H
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Section 5.

REAL ESTATE ACCOUNT.

EXERCISES 34, 35, 36, 37, 38

(Keep an .ictount wifli f .idi piete of property).

1. Bought of Eliza Jones, cottage. 118 Market St., S828.00.
2. Paid for abstract and recording deed. 118 Market St., S6.75.
3. Paid insurance on 118 Market St.. SI2.00,
4. Bought of Geo. H. White, house and lot, 44 Walnur Road, for $6 000 00 We

assume a mortgage the same of $2,000.00, with interest accrued from
January 2:\<\ last. 6& .; .ys, at 6 per cent,— $21.00, aj,d pav him tiie balance by
cheque on Merchants Bank, $3,979.00.

5. Paid cash for repairs, of fence, Walmcr Road property, $9,25.

.^



ii!

8.

9.

10.

II.
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$7a->.m. Paid ,^isi,.
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6. Kecuived casli for rent, 118 Markit St., 812.55.
7. P.ii.l for n..-w cist.ru, 118 Market St., 821.55

B-nght of J. Miller, Lots 9 a„d 10, Block 14, Huron Si
S^JaO.OO; note oim year, 7 jxt cent., .S385.(K).

Paid for fencing Huron St. property, 825.00.
P.i.d for permanent repaus and unprovetueuts on house, 44 Waluur Road $375 00H..«h of James Bell, s.n.tl.-west half of Lot 8, u. Second Concession of EhuMt

V^Z' 1. '> *';""'' '''"'' ^^^^"- S'.228.00-note
1 vear, 7 p runt

8 ,000.00. uul transferred to inn, property 118 Market St., .S90O00Sold the house .md lot 44 Wahuer Ro,.d to R.chard W. Ford fo WsOOOO I„addtfon to this price he allows us for pertnanettt repairs, paid o^ U.To^ in

82Vfi7"r" T
'"''""'" "" "'"'''""' "' «2,000.00. and interest accrued to j^te

1 lif. c

™" " '°, "^P'"°'^'-"-'>'' ^^26 Spaduta Ave., valued at Sl,.500.00, and give;us his cheque on the btand.ird Bank for balance
Value,., property on iKutd, Huron St., .51,228.00; Perth County, $3,14600- SpadinaAv property, 81,500.00.

«".'-to.w, apaama

EXPENSE ACCOUNT

Rule 9.

,,J!'"'

'"'" """'""• ''"""" '•>' "™ »»"• i' • 1»». as ,1,. clobi. ,ido is ...variably ,l,e

an amount st.ll due and owing at the fme the account is closed Th s m st h ^ ?, ^

ILLUSTR.ATION OF EXPENSE .\CCO'
August 1. Bought set of books and stationery for ca.sh

Paid rent for one month in iiii\Mnr-e

Bought ton of coal

Paid for postage stamjjs '

. _

^ ^
5. Paid for Janitor's servKv^ ^ ^
6. Received cash for desk room . .

^ ^
7. Paid gas biU '''

^0

8. Received cash from owner of building' for his' share'of gas 'bill 2 S9. Inventory of coal on hand ""
2 50

2.

3.

4.

$9 SO

25 00
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EXEK('I>R 39.

Ii.\l'i:.\Sll.

All-.

CK.

S 9 .Si)

'J.S IHI

<i SO

.Si)

,T IK)

7 ,Si)

?.S4 m—'

—

I'Kol.'cl lO.V.

InwiilMiA' {.
-Net I'l— I ;')

S 5

AA

SS4

00
50
50

00

INTliRE.ST .\NI) DISCOUNT.

Kli.K 10.

Tliis account is iisod to roprcsnit tliu Use ot Mducv. IiUiTi st is not "
,i sum of money

paid for tlio usl> of moiu'V," but is in reality the use of money itself. When tins use of money
is paid lor after the use is received it is call,"<l interest. When paid for h.toie it is received
It is called discount. When this " use of money " costs us value we debit Interest Account,
and when the " use of money " produces us value we credit Interest .\ccount. It is, there-
fore, a Loss and Gain .\ccount, the debit side represi'iUing a loss to us .uid the credit side
showing what we gain through tlu' use of mon.y. If we use Miotii.r person's money we pay
him for the use of money, and so interest costs us value ; if we allow another person to use
our money he pays us for the use of it, and so interest produces value.

As in other Loss and Gain Accounts, there may be inventori.s ol interest at the time
of closing this account. If anything is owing to us on this account it is a Resource Inventory.
If we are owing any amount for use of money it is a Liability Inventory m Interest Account.

Dec. 1.

"
2.

"
3.

"
4.

••

5.

"
8.

"
7.

"
8.

"
9.

•• 10.

ILLUSTK.\TION OF I.NTEKEST ACCOUNT.

Received $26.00 from George Hell, lor use of money loaned to hiin on ,i not,..

We borrowed 8500.00 from A. Hart 3 months ago and paiil for use of ii $7.50.
Paid interest due on mortgage, which we owe, $76.50.

Received interest from S. Smith due on his note in our favor $17.(iO

We sold J. Brown's note, due in 4 months, to the bank and allowed .$8 50 as discount.
We hold mortg.ige against J. Brown s property and collect interest due, $85.00.
We pay a debt due D. Hammond, 6 months before due. ami he allows us $15.00.
S. Handy owed us $800.00 for goods, payable in three months. He gave us cheque

in settlement for $788.00 to-day.

We owe interest to-day ;uid not paid, $46.75.

Interest accrued in our favour to date, $68.25.

i
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UXERCISE 40.

INTEREST AND DISCOUNT.

191f
Dec. 2

3
5

8
9 Inventory C^)

Nel gain (]^i)

S 7 50
76 50
8 50
12 00
46 75
>!1 >j

60 60

$211 85
K^B

10 (Acer' d int. due us
(Inventon-) (L'L')

CR.

——- PRODCCTIOS.

1910
Dec. 1 S 26 00

4 17 60
6 85 00
7 15 00

68

$211 85

Interest or use o( monLy produces us, value J21 1 85
Interest or use of money costs us, value JS] 25

-

Net gain tlirough interest jgO 60

ILLUSTRATION OF INTEREST AND DISCOUNT ACCOUNT.

Transactions.

1. Have note outstanding in favor of J. K. Kerr, for $1,500.00, on which there is accrued
interest, $23.40 also one favor D. Mills, for $1,200.00, not due, without interest,
disc, to maturity, $12.45.

Have following notes on hand :-Johr. F . King's, for $287.00, on which there is accrued
mterest. $3.47, and one of \V. H. Small's, for $441.50, without interest, disc to
maturity, $5.68.

NOTE.
In handling entries of this kind, where it is a question of investing notes on which interest

IS accrued, or from which discount is taken, it is well to review our ideas concerning tin pro-
pnetor s account and also to bear in mind the principle upon which double cntrv i-; founded
VIZ., that for every debit we must have a corresponding creHt. Ii', as a proprietor of business'
you invest a note for $287, on which there is interest accrued of $3.47, vou will understand that
both of these amounts are resources invested by >o«. and would be found to the credit of vouraccount as proprietor. On the other hand, Bills Receivable would be debited for the $287 while
interest would be debited for the $3.47, Again, if you invest a note of $441.50, which 'is not
yet due. and which therefore is to be discounted by $5.68 to get its real value, vou will under-

t !J K .'^'^ ,'" ^"?" ''' P^oP^'^tor would be credite<l for the note of $441,50, your account would
be debited for the discount of $5.68. As In fore, the note which is credited to your account would
be debited to Bills Receivable, while the discount which is debited to vour account would be
credited to Interest and Discount, A little thought along this line should enable the student
to figure the position of the interest and discount on the notes outstanding.

2. Paid cash for note favor J. K. Kerr, $1,500.00, with interest, $26.30.
3 Received cash for J. F, King's note. $287.00, and interest, $4.23.

4 Paid cash for note favor D. Mills, $1,200.00, less discount to maturity. $11.32.
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5. Discounted W. H. Sm.iU's note at bank, discount, $4.21.

6. Bought for cash A. F. Sprott's note, 8500.00, less discdunt,

7. Received cash for interest on Dominion bonds, $39.50.

8. Paid cash for interest on mortgage on house, 313.65.

9. Charged C. H. Ball interest on account, $1.54.

Interest due us on note on hand, $18.25.

Discount on notes we owe, $11.40.

Interest accrued on notes we owe, $10.20.

Discount on notes on hand, $5.40.

$3 87

;:

DR.

E.XERCISE 41.

INTEREST .WD DISCOUNT

$ 12 45
3 47

26 30
4 21

13 65
6o o>

15 60
43 51

$119 19

CR.

1 $ 23 40
1 5 68,
3 4 23
4

1

<> 32
6 ' 3 87
7 39 50
9 1 54

») !4

Inventory
(.'il') 29 65 --

$119 19

Inventory (\'„i)

Net Gain ('',1')

Value produced or allowed to us for credit side $89 54
Inventories in our favor 29 65

Total credit $1 19 19
Cost of interest or allowed to others $60 08
Inventories against us 15 60

Total debt 75 68

Net gain from account $43 51

INTEREST .\ND DISCOUNT ACCOUNT.

G. Scott's note for $345.00, with

.\niold's note for $528.00, without

EXERCISE 42.

W H. Small invests the following paper :—

J

interest accrued to date, $13.45 (Dr.) ; O. M
interest, discount to maturity, $18.47 (Cr.i.

F. L. Wood paid his note of $50.00, with interest. 81.35.

Paid note J. C. Heglar, $125.00, with interest, 7" .nts.

Paid accommodation note J. W. Smith, $155.00. and interest. $8.25.

Bennett & Wright paid their acceptance, $337.86. before due, and we allowed them
a discount of $1.21.

I
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«. Distouutcd .„ir note at bank for $340.00
; discount S3 47

7. P.^d note favor D. Manson, 8600.00. and ,ntcn...st, $6.23. by new note. $300.00.u.d ca.h for balance, .uid a discount of $3.84 on new note, paid in adv.;ncV
8. Bought of G..or«e H. Hart for cash, less $1.25 discount, VVm Brown's note at 10days, dated January 1st, for $45 25

""' 5200^00 aiid cash for balance, n.clud,,,^ uUerest on new note. $2.45
10. Bought J. h. Bdl's note. $385.00, for $383 30
11. Pa,d our accept.u.cc^ favor Smith & Steele. $550.00, less discount. $2.13.
12. O. M. Arnold paul lus note. $345.00, and interest accrued to date $14 10

INTEREST AND DISCOUNT.

EXERCISE 43.

''o^; f" ^"r" ^^V^'
^''""'""^ "°*'' outstanding on commencing business

-

One favor Brown Bros., $389.45, with interest accrued to date $5 38 (Cr ) onefavor G. W. H.ll, for $847.00, without interest, discount to maturi^.t-S (Dr
)2. Received interest on W. N. Shaw's note. $9.45.

3. Paid interest on our note favor bank $7 54
4. Received cash for A. Frame's note. $45.25, and interest. $1.45
i>. James Smith paid accommodation note, $155.00. ai.d interest. $6.56, by givingus^a new note for $55.00. cash for balance, and for a discount of $1.23 on neu

6. Exchanged notes with W. E. Black, our accommodation for $1200 00 anddiscounted Black's note at bank ; discount $7 48
«».200.00. and

'
"^d'lLTi'nt 'r?r'' ^^'- "''"'"'^ ''' ^- ^'^-^'^ endorsement andaeposited it in the bank, less discount. $6.25.

8. Paid interest on our note, favor D. Mills 98 cents

^
'"aS Sr.'h^'''^

^'' T\ *^^.^- ""^ ''''''''' *'^''0' by Bill of Mdse.. $162.10.and his cheque on Bank of Commerce for balance
10. Renewed our note of $340.00 at bank, by giving them new note and cash for discount.

11. Paid our acceptance favor Robert Bennett, $450.00. less discount $1 2112. Discounted at Bank of Montreal James Smith's note, $55.00 ; discount ofl. 40 cents

QUESTIONS.

2 JiC "T.
""°""'^^"'h'<=h show the Gains or Losses of the business,

i. Wiat IS Interest or Discount ?

3. Wh.^t is the object of keeping an Interest or Discount Account '

4. Explain the method of keeping an Interest and Discount Account

6 U^I'h \:°'l u-
^^" ^"""'^ °" '^' ^"'"^'^^' ^"^ 0'^«""t Account ?

6. \Vhat does the debit side of Interest and Discount show '

7. mat does the credit side of Interest and Discount show ?
8. What does the difference between the two sides of Interest and Di^onnt Accou-.tsnow at any time ?

-»(-t.oL.ii

9. What is done with Interest accrued on notes on hand at closing ?
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10. W..at is done with Intor.'St accrufd on notes outslandiuf; at . losu ?

11. \Vliat is done with the Discount off non-interest br.mnt; not, s on hand at .losing '

12. What IS done with Discount off non-inter.st bearing not.s .>utstanding at time ol
closing books ?

13 If the credit side of the Proprietor's or P^irtJier's Acount is the larger, wliut is the
condition of the business—solvent or insoh nt ?

14. Which side of the Proprietor's Account wou.d be tlie larger if the business were
insolvent ?

15. Name the two classes of Account.- A show four exampks of each.
End of Fifth Section. Han<i .iccounts ati.l answers to teacliei for crtitiration.

Section 6.

JOURNALIZING.
A thorough grasp of the idea of a business transaction, ;md of the idea of debit and credit

as applied to the accounts concerned in a business transaction, should nut the student in
sliape to undertake Journalizing. Journalizing simply means noting the" accounts that are
oncerned in a certain transaction, debiting the one and crediting the other. Chir under-

standing of double entry teaches us that at least two accounts must b-.- concerned and as
one of these represents the thing received, while the other represents the thing given, we
e.uily understand that one account must be debited and another account must be credited
If we properly arrange the statement of these debits and credits in a book this book will
be called a Journal, and the process wiU be called Journalizing.

As we believe that no one can journalize who cannot analyze a business transaction
we mtend to first take a series of transactions, to note iu each one tlie thing that is received
and the thing that is given out, and then to follow this by showing how this analyzing reaUy
gives us the debits and credits for our Journal entries.

BUSINESS TRANSACTIONS ANALYZED

EXERCISE 1.
Copy thl>.

Sold S. J. Stubbs, farm in Perth County for $15,000.00 in cash.

VVe receive - VVe give out
$15,000 in inoney, known as ! A Faiin, known as

CASH.
; REAL ESTATE.

Bought of John Brown, for cash. 10 barrels of Beef at SIO.OO

\Ve leceive

10 barrels of Beef, known as

MERCHANDISE.

We pay out

$100 in money, known as

CASH.
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So'd Amos Smith, for <^. 6 b.irrcls of Beef at $11.00.

We receive ...

S66.00 in money, known as I « h,rr ^ ,J".Tr&cu ° barrels of Beef, known as^^"-
I MERCH.ANDISE.

at ^T °' ^"""^'^ '"'^""^' '"^ ^"^' ''^ "••-'•'^ °' P'"- ^' «'000
;
50 barrels of Po.k

We receive

10 barrels of Flour and 50 barrels of i

Pork, known as

MEKCffANDISE.
|

We pay out

1500 in money, known as

CASH.

If

»J

Bought of J. Thurman, for cash, a House and Lot en Park Avenue, for S2,500.
We receive ...

A House and Lot, known as 8250000TnT^ °"lREAL FSTATF
»^.»W.OO in money, known as

'
CASH.

Sold to William AlKn, fcr cash, ,0 barrels of Beef at S.0.00 ; 5 babels of Flour at I6.0O
V\'e receive

1130 in money, known as

CASH.

We give out
Beef and Flour, known as

MERCHANDISE.

Bought of William Parsons, for cash, a Farm in York County for $4,000.00.

We pay out

$4,000.00 in money, known as

CASH.

We receive

A Farm, known as

REAL ESTATE.

Sold to Martin Beem, for cash, 4 barrels Beef at $10.00.

We receive
, i,,

"
< MERCHANDISE.

Bought of Henry Seymour, for cash, 10 Shares Montreal Bank Stock at $100.00.
We receive

A certain number of Shares of Stock
known as

BANK STOCK.

We give out

$1,000.00 in money, known as

CASH.

We receive ,,r

riour anu tusk, known as ij„ j "i , ,

MERCHANDISE. I

"°~ »,^
'i^:^^-'

"
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$10 «r^''^
°' ^ ^ ^"'^^' '"' '''"'*' ^ ^*"''''* "' '^'-''°*«"« -^i »5.00

, 4 barrels F.ard 0,1 at.

We receive
VV.. g,vo out

Kerosene aiul Lard Oil, known as $55.00 i.. money, known as
MERCHANDISE. fA^^

Sold to W. H Strong, 100 barrels Flour it $9.00 ; 50 b.irrels of Fork at $8 00 received
in payment 13 shares of C. P. R. Stock at 8100.00.

,„
^.'^^''^^ ^7'^-^^ VVe «>ve out

r D o^^'
''

""*

I

^''""'' ^""1 '''"-k. known as
C.P.R. STOCK. ! MERCH.^NDISE.

Bought of M. Perrine,a House and Lot in Westo.i for $4,100.00
; gave in payment for

same Farm purchased of W. Parsons.

We receive
, VVe give out

House and Lot, known as ! a Farm, known as
REAL ESTATE. KEAL EST.\TE.

» ^tf^'
'' ^ir ^ '''"'• ^"'"^ "' *'^-*^' - ^^^'- P'""-- "' »7. Received in payment

2 hhds. Sugar at $80.00 ; 27 boxes of Boston Crackers at $2.00.

We receive V\e give out
Sugar and Crackers, known as Pork and Flour, known as

MERCHANDISE. MERCHANDISE

«ii

Bought for cash from Toronto Nail Co., 10 kegs of Flooring Brads at $4.00.

We receive We give out
Floormg Brads, known as $40 in money, known as

MERCHANDISE. C^SH

t

Sold Thomas Hamer 5 shares Montreal Bank Stock at $100.00. Received in payment
cases Gingham (5,000 yards) at lOc.

We receive We give out
5 cases Gmgham, known as 5 shares Stock, knovvn as

MERCHANDISE. MONTREAL BANK STOCK.

It is thus that the student must analyze every business transaction into these two elements
.f he would successfully make a Journal entry for the tr^uisaction. When the analysis is
before h.m a^ that he needs to know further is that the account representing the thmg
received .s debited, while the accou.-t representing the thing given out is cred.te.i. Among
bookkeepeis lie conventional plan is to set the debit entry first and the credit entry second
so that even if they are not marked we always know from the order, which is the debit and
which IS the credit.
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Copy thjfc
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A-
/S(T-CV Cri;

if r

*/

L^:<^.. '7'>^<^r^>il^y.,

!

C-_.^>
i
^.e^ ^^^"^ :>n<;^'' /^jiTT -
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/'y . rt^i
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SOS

/.fTTVT
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1910.

Jan. II

•' 13

15

Journal.

Mdse.

Cash

C.P.R. StoLk

Mdse.

Real Estate
Keal Estate

" 15 Mdse.

Mdse.

•• 16 Mdse.

Cash

" 17 Mdse.
Bank Stock

S3

lOlKNAI 1>.\Y B{H>K.—C(mt,ni,ed.

Day Book.

Hot. of P. Frost, (or cash,

3 bbls. of Kerosene at |5, $15
4 bbls. of Lard Oil at 10, 40

$55
Sold \V, H. Stroiif,' for 13 shares df

C.P.R. stock,

IW bbls. of Flour at $9.00, $9(H»

50 bbls. „f Pork at $8.00, $400

$1300
Bot. of M. Perrine house and lot in

Weston gave in payment farm bd.
of W. Parsons

Sold L. Wilson
20 bbls. of Pork at $10, $200
2 bbls. of Flour at $7, 14

$214
and received in payment
2 hhds. Sugar at $80. $160

27 boxes of B Crackers at $2, 54

$214
Bot, for cash, from Toronto Nail Co., 4

10 kegs of Flooring Brads at $4, $40 4

Sold T. Hamer 5 shares of bank stock, 4
Received in payment 5 cases of 4
Gingham, 5000 yds, at lOr. $500

55 00

\'MHI IHI

4100 00

214 (H>

40 00

500 00

55 00

l»K» 00

4I(K) 00

214 00

40

500

00

00

In th. ^ o^cceeding exercises on journalizing the student will first draw up a skeleton
form for ai ah'zing each of the transactions as follows •

—

Values or i^vRviCEs Received.
1. Bills Rei"ivable.

2. Merchand se

3. Cash and Discount.

Values or Services Given Out.

Merchandise.

Cash.

Bills Receivable.

When this analysis has been made, the student will use it in getting the Journal entries
lor the exercises which will be arranged, as in the sample submitted, in Toumal Day Book
form.

exercise 2.

Feb. 1. Sold Stephen Johnson on his note, 10 bbls. of Sugar, at e8 = s. 0.

''^ 2. Bought of H. Seymour, for Cash, 15 bbls. Pork, at $12 ; 300 vu^. of Corn, at 40c.
3. Sold Joseph Burton, for Cash, Stephen Johnson's note, $80. less $4 discount.

tl
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i"eb. 4.

" 5,

Mar.

Sold to W Harrigan. on his Not,-, 40 bbls. of Pork .it $12 50
Bought of VV. K. Natha,. :«7 bu.h. of Cor,., at 20c. , 5.X) bush, of Oats, at 40c. ;200 bush of Wheat, at $1.00: 226 bush, of Ky., ..t lOc. Gave „. pay^VVHarrigansnote, which Ircc.iv.don thL^thim...
B»)uKht for Cash of H. \V. SLyiuour, 20 bbls. Flour at $8
BouKht of J. Harrigau, on n.y Note, 20 j.ucos of M.'rr.mac Prints, at $3- $60HorrowfU Cash of J. Stewart on my Note, $375.

. Paid Cash for my Note, favor of J. Harrigaii $60

^°"f
'' "^ 1''°'"^^

^l"^J
°" "»y N"tt., 15 boxes of Cigars, at $10 ; 10 sacks of Coffee

at $5 : 6 boxes of Crackers, at k^ ; 9 boxes of Toilet Soap, at $2
.
Bought of Charles Hume. House and Lot, No. 195 Duim Ave., for $4 000 Gave in

paynu^nt, my Notes, as Mlows -One note, due 6 months f;om ' date. ,or

f!o.^ate°"$l i'" ""'""" '""" ''''" "^' ""^ ""^ '^"'-' '" '^ "'°"«hs

Sold Henry / .Wise, on his Note, at 60 days, 50 bush. Corn, at 40c. ; 7 boxes C.gar,
at $10 ; 4 boxes of Toilet Soap, at $2.50.

^"ft^m)""""
^'^^ ^'^"" ^'^"''' ^°' ""' '""'""' ^':°"""«d-*ti"". ^^'ch made

Sold Charles Fox 25 bbls. of Pork at $8. Received .n payment his note at 30 day,.
I ard r^h for my Note, due in 6 months, for $1,400. less $10 discount
Bought of VV. Gordon. 6 shares of Street Railroad Stock, at $100. Gave in paymentWarren Spencer's note. $600.
Bought of Strong & Co. on my note. 50 kegs of Nails, at $4 ; 3 doz. saws at $25 •

6 doz. Hmges. at $6.
' '

Received Cash of Charles Fox. m payment of his note of the 17th inst., $200

ior^J^' 7 """'';
'^.r '".''l'*

^°"''^ '^"^ ''^'^- *^^°^ ^f Charles Hume,
for $1,400. Discount allowed. $50.

Sold to George Walker. 4 shares of the Street Railroad Stock, at $100 Received
I payment. Samuel Boyd's Note, endorsed by George Walker, for $400.

JC NALIZING.

EXERCISE 3.

1. Sold John Smith, 100 bbls. Flour, at $7. Received m payment Cash $600-
h.s Note, at 30 .^ays. for balance.

'
'

2. Sold John Smiths note Jor $100. Received .n yiyment Cash $25 Mdseamounting to $70. DiSt. $5.
•
*^

.

"»ase.

'
^°.'^^"r y:''"Z\^

^^^'- ^"«'^' '' *'« ^^«'^«^ '^ P*y™«"t his note forVOM ; Cash for balance.

*'

^at" of dl^Tr VlOO
' ^ ''*"' °* ^'°"'' ^' ^' ^"''^ *'™ C^' »60

:

my Note

5. Bought of James Dennis S shares of Bank Stock at $200. Paid him my Note
at 90 days, for $200

; 1.000 bush, of Wheat, at 60c. ; Cash for balance
bold Harrison Smith 2 shares Bank Stock, at $200 ; 20 bbls Flour at 15
Received in payment Cash in full.

'

^,T?;'^°' ^.
^!\C"''-'™^ 200 bush. Corn, at 40c.

; 5 shares of Railroad Stock,
at $120. Paid for same my Note at 30 days, drawing 7% interest.

7

8

10

II.

12.

13.

IS.

16.

17.

18.

19.

20.

23.

24.

25.

6
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M.ir. S Pai4Jr,nryTuni.-r furrnvNotcftli.. 4! iiiist.r.i.l,. «,S<> u, UUU I'o.k u tS
9. S..1.I K. bni.l.T 50 bl.ls. M.,ur, at $,S ; I shaf H..nk St.K k, $20() K.ciivr.l ui

,uyTn,.,.t 10 t.l.ls. I'ork, at SIO . lus \o,.. ..t ») .lay, l„r $2.H. ; (a,!, for halanr-
10. BouRl.t of C. O. (;o.lfr.v, Hous,. ai..l l.ot (.m $|.2rK)

; 50 l.hk. |.„h at «7 l>i,d
h.m 2 .luir..s Hauk St-., k, at 8200 ; 50 bW.s. I',.rk, at $10 : U <^nuUr\ now tor
$200 ; my not,, for 13)0 ; Cosli for bal.uict-.

11. Bought from L. Jol.nson, for Casli, 300 bush. VVIi, .,t ,t «5.
15. Sold »oiis,;an<i Lot. purchas.-<l on th.- 10th inst., for 81.500. K,.,v,v..,l in payinmt

Stock of Goods for 81,200; Jamos An.lr..w's Nolo for thr hal.m.,. $300
16. Sold John Good»iH.....d, 50 bbls. Sugar, at 820. R,.c.,.ivod ,n ruym.-nt h.s Note

for $300; Cash for balance.

17. Bought of Henry Troy, for Casii, 200 bush, of .Xppl.s ,i' :<0,

18. Paid my Not,-, favor of C. O. Godfrey. Gavv l(X) bush. Corn, .a 60c Cash
for baliuict;.

25. Sold Thomas Kennedy on his Note, 300 bush. Corn, at 50,.
; 200 bush Wh..it

at 65c.
; 40 bbls. Pork, at $10; 300 bbls. Salt, at 82.

'
26. Received Cash of Thomas Kennedy for his Note of the 25th ,nst.-le>s .li,count 812
30. Sold to Amos Duncan, 500 bbls. Flour, at 88 : 30 shares Un.on B.mk Stock at

8100. Received in payment. Cash, 81,000
; J.im,? Anderson's Note for 82 000

his Note at 90 days for the balance.
End of Sixth Section. Hand in work for certification.

I
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Section 7.

POSTING.

Transferring entries from the Journal to the Ledger is called posting. The student
wiU have noted in his Journal that certain items are continually recurring. For instance,
cash is debited or credited in a number of places. Again, merchandise- is debited and credited
in a number of places. The object of posting is simply to get these debits and credits, as
they may relate to a particular account, systematically arranged in one spot in the Ledger.
That is, ail cash received and paid out will be noted under the heading " Cash." Again,
all merchandise bought or sold will be noted under the heading " Meiciiandise." The
object of thus getting a convenient arrangement will be easily understood. If the proprietor
wishes to know the amount of cash in hand, he does not want to go through his Journal
and pick out the cash items one by one. from perhaps a dozen or more pages. He expects
to find the material from which he can strike a cash balance in one convenient spot—the
Ledger.

DIRECTIONS FOR POSTING SAMPLE JOURNAL.
All amounts in the debit money column of the Jnv.rr,:!! ^rr rarrie-d to tne de:)it side of

th" Ledger. .411 amounts in the credit column of the Journal are carried to the credit side
of the Ledger.

\



M
Tlu. first .t, m u, the Jcurnal i» cash

. . im amount is $15,000 Turn to th^ Ca.!, A.

s-d. put th.. .unouut $15 000 To th, ft ,.

'I', n.on.y column, on th. debit
.

• '"i'l, •la.iA;^. 10 tnc lilt ot this moUL'V column v<iii uill f.. i

:
»tato Account „ tho Ledger, Plac. ,he ,>umb,.r of th. year an/theT 1, M

,

'
.e. how.vcr, on th. rredit sid... of th. Ledt-.r P' .c, t 1.^^^ .,

"' '"'*•

credU s,d... and plac. the Folio numb^^.i, LZ^ 'Tr.: 'to ;::;;;:Y°'"T
.
;a.

.
u 1. .o of the ...dger (4, in the proper ,J.ce. You J':"h^ ^^ '^i^'l^-t 5.de .f voMr ledger, and the sau.e amount on the .:red>: s,de. The Ledl^Tv'

..ed, must b. in balane... and the prmciple of doub^ n,
'

in7
t must nave a corresponding credit. ,s ag..:, brought before ou no c"''

til.-

Sli,

',!€

this

<1> '

> M
t/

Mercl

tho... ,,

place $100, ,

Journal (35)

-•ntry, merchandise is debite.l for 8100 To jwst this, you turn to th^ount m the Ledger, and o„ th, deb.t s,d, ,a ,h,. date coL„ 1 c firstihe year, and underneath it the date, Jan 1st \,.xf ,„ fh/JT , \
.d m the Foho column, just bef,„e ti.ii^-coL;"; i^^r';:;^:^^

amount, $100, .„d in the Folio coh.mn p^;. ,uZu..4 7 . "T'
""

'"f
'"'"" *'

to which you posted the entrv Tl, < 7 ' ^
""'' ""' ''''«'' "^ ""' Lfdger

for $100. To?, th Tu th r TT '•" "^ ""' ""^y ^''""^ **'^' C'^'' *^ "«i'^'J
Hnf ,r .

•
* '*"' ^•'^'' Account and, oi. the cr. dit side t in fire thdate, then the ..mount, and lastly your Foi.o m^irk.

' ''' ^^'

and'lhl'cor r"<"'"
'"""""" "**^''"'''''^'y P'^"'"^ ""' ''^''^ -' '"^' d^'b't sule of the I edgeranu the corresponding amount on the credit si.l,. nf »i, . I i„ , .-i ,

'
"" '-f^gtr

the l)ostinp o, all the Journal entries
^^ ^

'

"""' '^" '"^^'•-'
^"'"J"*^'"!

Copy this.

DR.
LEDGER.

MERCHANDISE.
CR.

1910.

Jan. 1

3
10

11

15

16

17

35
35 I

35 '

35 .]

35 ij

35 ;!

35

100 1

500
2640
55

'

214

40
,

500
i

1910.
{

Jan. 2

5

8
13

\>

35

35

35
35
35

66;
130 '

40 !

1300 i

214

CASH.

1910.

Jan.
i

35

,35
35

i36

15000
66
130

40

'910.

Jan. 1

3
4

6
9

11 I

16
!

35 10(»

35 500
35 2500
35 •If'OO

35 liKlO

35 55
35 40



1910

Jin. 4

fl

IS

l«»IO.

Jan. 9

1910.'

Jin. 1.4
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KI'.M KSTATi:.

35
3.S

35

•J5IXI

4IHNI

4tlN)

hiKl

J.... 1

III

HASH SKKK.

IlflKi
lui. 17

(P.R. STOCK,

;<5 |3<Kl
I I

;« I5(MN)

:»5 '.'ail I

35 4IINI

:vs SiK)

TiiK led(;kr indi;\.
Ill order to en.iblo ;iay..iu" to tiiid an account in 'h,- I ..Ip.t i» i. .„ .

tlic front of tl. book .. Al,,h.U.t,c.l Ind.x. SI. r t,'t^ ""!";
h,

!" •"":,'"
lnil.x .ay occupy a s.parat,. book. UV append a ,.rt of a l!^l :::^!:;X.

""" "
M^ko copy.

Adims, G. H.
Aikins, W.

Clarke, Geo.
Constable. P. J.

A.

41

48
75

B.
Bill- keceivable
Bills Pavabk'
P-rown, Hciirv

I'niiti, M.
D.ivis. Chas

I)

28
35
68

45
64

^

1

1

5

TRiAI. BALANCE.

bee,, made .n posting. tl.eD.bU, and Credits in tl. L^innlt b!*;;^ '.d T^^^said to be m balance. To ft.d .vhother this is so or not, we proceed to take off a Trial Bali;
The first step ,n tins operation ,, to t„ot the .iinoum. in fh. Ledger. This consists in

column and foho column leaving sufficient space to the left in which to write the names01 the Ledger accounts. Ooposit,. our), ,,..„.., ,.i .-„ *>- '--i\ •

i-ige. writmg the debit footi..gs-in"th.^rst moi;; ;d;;;:tf:ir^d.;"rn;;;:«^Vhen these footu^s are aU carried into the Trial Bdance,yon proceed to f^-o t ItmXofthese columns. If correct, the total footings of debits in hrst'mone, column wilxi^tly
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lil

agree with the total footings of credits in the second money cohimn. It will thus be seen

that the Trial Balance is a collection of the debits and credits in the Ledger, and is used to

show that the total debits as posted are equal to the total credits in the Ledger.

The following is a form of Trial Balance taken from a I-edger :

—

Maki' copy

NAMES OF ACCOUNTS

Proprietor 1

Cash 2

Merchandise 3

Expense 4

|. D. Benson 5

W E. Shaw 5

D. Hanna 6

A. D. Bell & Co 6

Sherlock & Small 7

A. O. Miller 7

Bills Receivable 8

Bills Payable 9

$10() 00
7,765 0<>

8,012 50
417 (K)

100
250 00
700 00

600 00
-•0:1 00

1,482 50
250 00

$4,(J00 00
5,242 00
5,472 50

500 00
100 00

1,175 00
462 50

800 00
525 00

1,600 00

19,877 00 19,877 00

' f

TRIAL BALANCE BY BALANXES.

Instead of placing in the two columns of the Trial Balance the total amounts of both

debits and credits, we may get the same result by taking the balances of the different accounts,

and by placing opposite the name of each account the debit or credit balance, as the case

may be. This method is always followed where the Ledger from which the Trial Balance

is take., is ruled with a balance column in addition to the debit and credit columns (See

page 67) , and the balance is always extended as each entry is made.

Make copy

TRIAL BALANCE BY BALANCES.

NAME OF ACCOUNTS

Proprietor

Cash
Merchandise
Expense 4

J. D. Benson
W. E. Shaw
D. Hanna
A. D. Bell & Co
Sherlock & Small

A. O. Miller

Bills Receivable

Bills Payable

L.F. DF.BIT CREDIT
llAUANCES BALANCES

1 $3,900 00
2 $2,523 00
3 2,540 00

j

4 417 00
'

5 400 00
5 150 00
6 ' 475 00
6

1

462 50
7 600 00
7 600 00
8 957 50

9 1,350
i
00

7,187 50 7J87 50

II

B ssm
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BALANCE SHEET.
After becoming familiar with the Trial Balance, taken to test the correctness i ( the Ledger,

we next extend the results contaiiiod in a Trial B.il.uicc- into a Bahuice Sheet, in onUr to

determine the results of our business. To do this we must remember what rtsourcts ;ind

liabilities are ; also, what iire losses and gains. We must also remember the two diffircnt

classes of accounts, and be able to decide correctly whether an account shows a resource

or liability, a loss, or a gain.

The following form illustrates the extension of a Trial Balance into a Balance Sheet,

and should be very carefully studied by the student. He ' recommended to copy it care-

fully, to verify all the extensions into the different columns, and to know the " why " in

each case.

COLUMNAR BALANCE SHEET.
=-^^=-^:

Names
1

Fo. Debits Credits Resources ] .iabilities Los ^es Gains

Proprietor

Cash

1

2

$10000
7,76500

$4,(KK)(K)

5,24200 $2,523(10
(Inventory)

i

i

Merchandise

! Expense

J. D. Benson
i W. E. Shaw
i D. Hanna

A. D. Bell & Co.

Sherlock & '
-nail

A. 0. Millet

Bills Rec.

. Bills Pay.

3
4

5

5

6
6
7

7

8
9

8,012 50

41700
10000
25000
70000

60000
20000

1,482 50

25000

5,47250

50000
10000

1.17500
46250

800 00
52500

1,60000

3,401 88

15000

60(100

957 50

$4i:

$40000

47500
46250

60000

1,35000

"00

1

i

1

$86188

1

!

i

19,87700 19,877 (M) $7,63238 S3.287 50 $41700 $86188

SUMMARY

Total Resources,
" Liabilities,

P. Worth,

$7
3

$4

.632 38 To
,287 50

tal Gains.
' Losses,

">{et Gain,

$861 88
417 00

Net Credit,
" Gain,

P. Worth.

$3,900 00
444 88

,344 88 $444 88 14,344 88

HOW THE TRIAL BALANCE IS EXTENDED INTO THE
BALANCE SHEET.

1. Proprietor's Account.—This shows neither Resource nor Liability, Loss nor Gain,

and no extension is made.

2. Cash Account.—The difference between the two sides of the Cash Account must always

be in favor of the debit side, and shows a resource.

3. Merchandise Account.—If any goods are on liand the v.ilue of them will bt a resource

to the business, and is therefore entered in the Resource column ($3,401.88). In finding

the gain we add the Inventory to the Credit side and then subtract the Dioit side from the

total. Thus, ($5,472.50 + $3,401.88) - $8,012.50= $86188.
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4. Expense. Tins account always shows a loss

si.o!.sr:tt:r;;^i.tt4rrr r'-'-
" ^^^ ^^^-^ ^^^e. w..,

of W. E. Shaw, and Sherlock ^nd fmal '

If th
' TV' ' '^'^"'"' ^ '" '"^^ ^^

d-ffererc.. is extended to the Liab"hty coW.
"'"" "'^^ ''^ '''' ^-*-- ^^en the

6. Bills Receivable.—This account lit tk
d.b„ .id.. T„i. baJancc is, ouZ:'- H'.J.tT''

"""' "» ' '>»'"" >'W .f ,h.

Liability column.
^''^ ^"•'^" ""^-^ ^^ must be extended into the

First, by subtracting the Liabilit Jff^^^^lhe r™1 f " '^'^^"^'^ ^^ *- -^^^ods.
o the Net Credit, or difference between the two .des.f th" P ' ' ''"'"^ '''' ^^* <^^"
two njethods g,ve the same amount for the C-nt Worth" fj'^'T'

'"°""*- " *^«
correctness of the work. ^°"^' '^ '^ taken as a proof of the

CLOSING THE LEDGER.

FiRST-Enter aU mveutories in proper accounts in red ink

SET NO. 1.

Jan. >• Began business with Cash on hand, $2,500
2. Bought 25 bbls. Flour, for Gish. $125 '

3. Sold J. O. Dean, for Cash, 10 bbl= P]„ur 26 50 SR^
4. Bought from M.Us & Co.. on account. ^rbbS-^.7atS $3 = ,45.
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Jan. 5.

6.

8.

9.

10.

11.

12.

13.

16.

17.

18.

19.

20.

22.

23.

24.

25.

26.

27.

28.

30.

Sold J. W. Best, on account, 15 bbls. Potatoes, $4 = $60.
Bought House and Lot, Huron St., for Cash, $1,600.
Paid Cash for repairs on House and Lot, Huron St., 827.35.
Paid Cash to Mills & Co., on account, $45.

Received Cash from J. W. Best, on account, $25.
Received Cash from A. D. Green, for rent of House and Lot, Huron St., $18,
Sold King & Co., on account, 15 bbls. Flour, $6.75 = $101.25.
Bought from Allen & Co., on account, 40 bbls. Flour, SS = $200.
Sold J. Bennett & Co., for Cash, 15 bbls. Flour, $6= $90.
Received Cash from King & Co., $50.
Bought from MiUs & Co., on account, 40 bbls. Potatoes, $2.50 = $100.
Paid Cash to Allen & Co., on account, $100.
Bought for Cash, Lor, Carleton Place, $650.
Received Cash from J. W. Best, on account, $35.
Sold King & Co., on account, 25 bbls. Flour, $6.50 = $162.50.
Paid Cash for grading Lot, Carleton Place, $4.75.
Paid Mills & Co., on account, $35.

Sold Lot, Carleton Place, for Cash, $700.
Sold J. W. Best, on account, 20 bbls. Potatoes, $4 = $80.
Received Cash from King & Co., in full of account, $213.75.
Paid Cash to Allen & Co., in full of account, $100.

INVENTORY.

Merchandise, 20 bbls. Potatoes, $2.50 $50 00
House and Lot, Huron St

j qqq qq

The Journal Day-Book, Ledger, and Balance Sheet for Set 1 are shown herewith so
that you will simply make a copy of them. Try to get such a grasp of the work done that
you will be able to work out the succeeding sets on the same lines.

Note -Your Journal Day-Book may have the Entry and Explanation columns in
different order.

Hake copy.

1912.

Jan 1 \ Cash

i
Preprietor

Toronto, January 1, 1912.

Began busine.ss with
cash on hand

19 $2,50000
$2,500.00 19

Page 12.

$2,500100

2 Mdse.

Cash

3 • C^tsh

i Mdse.

Mdse.
Mills & Co.

Bot. for cash
25 bbls. Flour

19

$125.00 19

' Sold J. O. Dean for cash 19
10 bbU. Flour at $6.50 $65.00 19

I

Bot. from Mills (fe Co. on acct.
\
19

15 bbls. of Potatoes at $3 $45.00 20

12500

I

65i00

45;00

12500

65:00

45)00

MH^
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$6000

r'i

1912 g i

Jan. 5 J. W. Best Sold J. W. Best on acct. 20
Mdse.

,
15 bbls. Potatoes at $4 $60.00 19

6 Real Estate Bot. house and lot on Huron St. 20 160000Cash for cash „,600 19

' 8 Real Estate Paid cash for rep. on house 20 27 3?
I

Cash and lot on Huron St. $27.35 19

9

j

9 Mills & Co. Paid cash to Mills & Co. on ' 20

j

^^^^ ^"*- $45.00 19

10 Cash Reed, cash of J. W. Best on
J- W-Je^ acct_^ ,25.00

19

20

ToRo.vTo, January 11, 1912.

1912.

Jan. 1 1 Cash
Real Estate

12 King & Co.

i

Mdse.

13 i Mdse.

i

Allen & Co.

16 Cash

Mdse.

17
;
Cash

I
!

King & Co.

18 ' Mdse.
Mills & Co.

19 Allen & Co.

Cash

20 Real Estate

Cash

22 Cash

J^W test

11

Reed. Cash from A. D. Green
for rent of house and lot
Huron St. |i8.(jo

i

12
Sold King & Co. on acct.
15 bbls. Flour at $6.75 $101.25

'

13
I

Bot. from Allen & Co., acct.
'

40 bbls Flour at $5.00 $200.00

16
Sold J. Bennett & Co. for cash
15 bbls. Flour at $6 $90 00

17
Reed, cash from King & Co.

18
Bot. from Mills & Co., on acct.
40 bbls. Potatoes at $2.50 $100.00

19
I

Paid cash to Alhn & Co. i

o" acct. $100.00 i

I

! 20
Bot. for cash, lot, Carleton
PJace $650.00

22
Reed. ca>h from J. W. Best
on^cct. 135 00

19

20

20
19

19

20

19

19

19

20

19

20
;i

20
19

I

20
19

4500

2500

19

20

18,00

101:25

20000

i

9000

5000

10000

(

I

laooo

I

i

65000

I

3500

$6000

1,60000

2735

4500

2500

Page 13

1800

10125

i

\

I

20000

I

9000

i

5000

lOOjOO

I

i

looloo

65000

siloo
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ToROJfTo, January 23, 1912.

Pixge U.

in

1912.

Jan. 23 King & Co.

Mdse.

•
24 Real Estate

Cash

••
25 Mills & Co.

Cash

If
26 Cash

Real Estate

27 J. W. Best
Mdse.

(1
28 Cash

King & Co.

30 Allen & Co.

Cash

23
Sold King & Co. on acct. 20 $16250
25 bbls. Flour at $6.50 $162.50 19 $16250

24
Paid cash for grading lot on 20 4 75
Carleton Place $4.75 19 475

25
Paid Mills & Co.. on acct. $35.00 20 3500

I

19 I 3500
26 I

!

Sold lot Carleton Place for 19 70000
cash $700.00 20 70000

27
I

,:

Sold J. W. Best on acct. ' 20 ! 8000
20 bbls. Potatoes at $4 $80.00 19 8000

28
I

Reed, cash from King & Co. 19 21375
'

in full of acct. $213.75 20 21375

30
Paid cash to Allen & Co. 20 10000

'

in full of acct. $100.00 19 10000

! n

INVENTORY.

Merchandise : 20 bbls. Potatoes at $2.50 $50 00

House and Lot, Huron St 1 ,600 00

i Make Copy

f

Dr.

Page 19.

Proprieiv)R. Cr.

1912.

Jan. 31 Present worth C'J)

!

$2,674 65

1912.

Jan. 1 12 $2,500 00
" 30 By Loss and Gain 174 65

$2,674 65
: i $2,674 65

'

-

1912.

Jan. 31 Present worth $2,674 65
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Heal i;srATE

1912.

Jan. 6
**

8,
*'

20
*'

24

31

Jan. 31

12
i $l,6<)0 (K>

12 i 27 J5
131 650 m
14 4 75

To Loss and Gain 35 90
(;-') '

$2,318 (H)

To Inventory

1912.

Jan. Tl|
" 26!

il3

31, Bv InveiitDry ('';,')

$1,600 00

King & Co.

$18 00
700 00

718 oo

l.6«J() 00

$2,318 (H)

1912.

Jan. 12

23
13 $101 25
14 162 50

$263 75

1912.

J.in. 17

" 12^

1912.

Jan. 13

14

ALLbN & Co.

1912.

Jan. 131

Loss AND Gain.

$100
100

00
00 i

$200 00

1912.

Jan. 31' To Proprietor
{',^,i)

1912.

$174
;
65 I! Jan. ;31

Hake copy.

$174

COLUMNAR OR WORKING BALANCE SHEET.

Accounts Fo Debits Credits Resources

Proprietor 19 $2,50000
Cash 19 $3,696 75 2,687 10 $1.00965
Mdse. 19 47000 55875 5000
Mills & Co. ' 20 8000 14500
J. VV. Best 20 14000 6000 8O00
Real Estate 20 2,282 10 71800 1,60000

li

King & Co. 20 26375 26375 1
"

Allen & Co.
1 20| 20000 20000

$7,13260 $7,13260 $2.73965

131 " R. Est



Total Resource-;,

Liabilities,

SUMMARY.
$2.7m6S Total Gains

rtS.CHi " Losses

Present Worth. $2,674.85 Net Gain

$174.65

Nil

$174.65

Net Credit

Gain
$2,500.00

174.65

Present Worth. $2,674.65

SECOND OR PROOF TRIAL BALANCE.

FoACCOU.VTS

Proprietor

Cash
Mdse.
Mills & Co.

J. W. Best
Real Estate

Debits

$1,009
,
65

50
I

(X)

80
I

00
1,600

i

00

$2,739 65

Credits

$2,674 65

65

$i^739

00

65

"n'lt"'
'""" ''^"'''^ "^ '" ''""'' reproduction of the figures found i:the rulings. in the ledger beln

KINDS OF BOOKS.
A Principal Book is one to which or from which entries are postedIn the fo .gcng set the Jourr^al Day-Book and Ledger are Pr^cSl Books

is don?"''"'^^^
'"^' "^ °- ^^•'-'^ '^ -'^ ^- recordinglcts, but^'f^rw^t pos.ag

Day^Bork\:wTS utd^it' •sTl^ok^'o'cnyT'
°' 'T '' '''' "^^^ ^^^ J--^^

on . admitted as evident in CourU nf I ""^f.^'^'^y-
^^^^ "^ this kind are the only

Should be no erture in them. " """^ '"^"""*' ''""'''''' *^^* »^"«

CORRECTION OF ERRORS.

errofst:^llT'"/c:n:,orn rrk?, ^ '.^^"^^- °^ ^^^ ^^ " wh,ch the

which wiU obliterate the first entrJ or r.t TT '"^"^ '""'* "°' '^« '"^d'^ "^ * ^-V
or changes of figures orloSs f^rmsX Tthe^se bo-

'"

f ^"^"t^^^"
'^^ ^^-"-

corrections may be made m a,;y v^av which wil noTa : .
" "V" ,''"''' ''°"^"«''

An error in a book of ori^iLi iJ u
*''*= "fatness of the page.

' corrected, pagt-/ or leS draw re^r' '^^h""".
' '' ""^"^ ^''^ entry'^^void."

wh,
. the right entry WiU be LundTh ??"'' ''- '""^ ^'^ *^^ ""^« ^^e page

to make cross entries to correct the efJect ^Le Ledger-
" '"''' "^ """"^

I

lfp??S5?i
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DIFFERENT FORMS OF LEDGER.

The Ledger we have i>rtsfnt<,il to you is iH.Th.i|>^ the simplest and tlir coninioiiist in

use. While we may find a variety of forms, it will In- re mt-mbered that the idea of the Ixwk
is always the same. It is a list of the accounts of the business. Wf have alr.ady seen what
the accounts should show. For instanc e, tlie objei t of Cash Account is to sliow out ileahngs
in cash, the amount received, tlie amount jwid out and the amount on hand. Yim may
easily understand that this may be shown in a number of ways. In other words, we may
have a number of forms of Ledger.

This fact should be understood in connection with any book of account if the student
is to avoid making the mistake that every difference in the ruling or in the form of a book
means a different system of bookkeei)ing. A Ledger is a Ledger, and a careful student
should be able to see through any little difference of form to the real essence of the b<H)k.

We present herewith another form of Ledger in which we have entered some of the
accounts already entered in the illustrated Ledger for Set I. We recommend the student to

rule paper and carefully copy these forms. Wl also rc-commend the student to carefully

consider any different form of ledger that may come before his notice, with the idea of

tinderstanding how the information, that the Ledger must always show, is set forth.

Make Copy

Date Journal
Reference

KING & CO.

Dr.
Debits

Cr.

Credits Balance

1912

Jan. 12

17

13

13
$101 25

"
23 14 162 .SO

*'

28 14

$.S0 00

213 75

$101 25
51 25

213 75

1912.

"

Jan. 4 12
*•

9 12
(<

18 13
"

25 14

MILLS & CO.

i

i

$ 45 00

35 CO

$45 00 (red) $45 00

100 0<» (red) 10<) 00
(red) 65 00

I

1912.

Jan. 5 1

10 i

22
"

27

\2

12

13

14

J. W. BEST.

$ 60 00

80 00

$25
35

00
00

$60
35

00
00

80 00

^TTri^^n*
-- -- TW irt'

. ,BJP



Date

I9I1.>.

.1.1... 2
'*

3
'*

4
"

5
**

12
'*

!3
"

16

18

23
27
31

31

68

MERCHANDISE.

.Journal Kfference

12

12

12

12

13

13

13

13

14

14

Inventory (Red ink)
Loss and Gain fRed i..kl

Debit Credit

1125 00

45 00

200 00

100 00

i

I

138 75

$608 75

:(

Jan. 31

165 00

60 00
101 25

»• 00

162 50
80 (Ml

So (Kt

$608 75

Inventory
$ 50 00

REAL ESTATE.

0!

I

1912.

Jan. 6
8

II

20
24
26
31

31

Jan. I 31

12

13

13

14

14

Inventory (Red Ink)
Lf)is and Gai.i (Red i.ik

Inventory

$1,600 00
27 35 j

650 (H)

$ 18 00

4 75

j
700 00

1

35 ' 90
1,600 00

$2,318 00 $2,318 00

$1,6<M) 00 j;

1

31

: 31

1

i

''

31

PROPRIETOR.

12 i

Loss and Gain j

Present worth (Red ink) -

Present worth

1912.

Jan.

1

!

$2,674
{
65

I

$2,500
174

j

!
00
65

Jan.

$2,674 ' 65 $2,674

$2674

65

65
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II

NOTES ON THE ABOVE LEDGER.
The Ledger here .Uustrated brings the cl.-h,t .ui.l cre<l:t cohnnns togefh.r .nnt. J ofhaving them on opposite sides of the (URe.
W.ere the balajue of the .c.unt w,l| .., ..ny „nu: shovv a defin.te re.nlt.as .n the caseof all resource and hab.h.y accnnts. prov.s.on .s m.ule for extending the bdance aftTr

to be done .f we looked up John Broun's a.cunt, for mstance, .uul wunte.l to lu.ow whi!
.ts bala.ce wa.. If no balance columns were use-d, .t would be necessary to , . U um ;the debus and the sun, of ,he cred.s and th. n compare these. If .he bal.Le col mT.

"

used we may teU at a glance the b.da«ce of any p^.rsonal account, the amount of c.sh ohand, the amount of notes on ha,i.|, ,.r the amount of notes outstandmg
In ord.. to tell whether tlus b.da„c, ,> tlu. d. l„t or cre.lit balance, e.ther of two dev.cesmay be employed. We may extend alJ the deb.t baLnces in black u.k and all credit b.dances

Th.s form of Ledger .s the one generally employed in Hanks m ke.p.ns accounts w,ihcustomers m the DejKisit U'dger.
'i^'ums wim

Of course with loss ai>d g.un accounts where the balance at .my tune shows no definite

riy'Ldg:""'
'""" '^ "' "" '''' ''-'' '•^^^°"'" -'^^ ''''-'''' '^'"-' - "^

In the column " JournaJ reference ' we have the page of the Journal from winch theentry ,s posted just as we find it in the fol,o column of the ordmary Ledger If we ,x Ifrom different books of account, S.des Book, fash Book, and Invo.c. B^k. thL thi ref rScolumn ,n the Ledger would show the nnt.als of the book from which the entry wis taienand also the page number, thus :-C. B., 1 ; S. B., 5 ; I. B., 8, and so on.

STATEMENTS.
MAKING OUT STATEMENTS OF CUSTOMERS" ACCOUNTS.

One of the important duties devolving upon a bookkeeper at the end of th- n,onth .sto see that a statement of account is rendered to each customer. These state, unts areprepared entirely from the L.-dger, and, of course, the postmg must l^^^Xi^ thstatement can be made cmt.

The student will bear m mind that at the time a sale is made a bdl or .nvo.ce .s sent to

B^n p".^""L'^
"""'^ ^''''' '°""™'"^ '^"^ '''' "' 8""''^ -'J- Your Introductory

fh enT ,1 ,^T ^°" P'''""''"'^ " "''''"« '^'"^ '"^"'"-^ The statement sent atcht end of the month does not again itemize all purchases. It simply gives the totalamount of each purchase with the date of purchase, and also shows L'y payments thaihave been made. The difference will show the balance due from the ctistomer

and^a'k r
"" ^1 /k

'
''"'""'"k

"' ^^ '''' ^''''' ^"^'""'^ ^he student w.U nde foolscapand make a copy of the same, to be handed in wtl, th. set for inspection
It IS not necess;iry that the Ledger should be closed even time that an account is

sTowTin th"S";^
^""

^'u
' "^"^ ^^ ^°™* "* ^^'^ ''^-- - -'^-^'^ "hZd ^Shown m the Ledger, as follows :

—

DR.
J. VV. BEST.

1912.

Jan. 5
'27 (Account rend. ($80)

' 12

14

$60 tX)

8000

'912

Jan. 10

22
12

13

CR.

$2500
3500
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Make copy

i'..|,.,

/, /f

V
o/A.y^i i^^.jj^'2-. /vZ-re-^^y

Ku Arrnuut luith .i^/«^/,/
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MAKING UP STATEMENT OF RESOURCES AND LIABILITIES,
LOSSES AND GAINS.

The form of Balance Sheet we have illustrated is a convenient one for the bookkeeiH>r
It presents on one sheet all the facts concerning the business, and is useful in proving his
work and closing his Ledger. If it is desired to present the same facts to those who may
be interested in the business, but not possessed of a knowledge of bookkeeping, a more
explicit form and one more readily understood by the ordmary individual is to be preferredWe submit herewith illustrations of these statements, which the student will place on foolscap
to be handed in with the set for inspection.

Hake ropy

STATEMENT OF RESOURCES AND LIABILITIES. JAN. 31, 1912.

Items

Cash
Merchandise

J. W. Best
Real Estate
MiUs & Co.

Present worth ('*J)

Balance on hand
As per inventory
Balance due from
As per inventory
Balance due them

him

Resources

$1009 65
50 00
80 00

160*) 00

Liabihties

$ 65 00
2674 65

$2739 65 $2739 65



Makr co|.y.

71

STAll.MKNT OF I OSSKS AND GMN

ItflllS

Mercliandt^

Real Est at I'

Sales

I'nsold

Total io>t

Ciaiii oil Mdv.

>.ili'> and Kfiit^

Unsold

Tf'tal i<)-,t

Gain cm Real Estate

5(».0(»

WJ8 75
47(t.(X»

$7l8.fMi

l<i<H)fMI

r4l8.(»(»

2282.1(1

Net <.,im (;:.')

End o( > •; .„ 7. Hand in work for certification.

IAN M |»|J,

Lo»»-s

$174 65

$174 M

(i.lUl'^

$i;« 75

:« 9()

$174 fi5

Section ^

SET NC ^

Student will assume Propriotorship and inak-
in Journal Day-Book, post to Ledger, make )Hk
bring down balances and show se ond Trial HaJanc

;ie follf)wing business

V ."ccuunt") properly,

Feb. 1

• 2

TRANSACTIONS.

(Student) commenced business this dav with a Cash Capital of 83 SOO
Bought of W Brock & Co., Toronto, 50 dozen Men's U„en Shirts at'siO • 10,.

dozen Ladies Linen Handkerchiefs, at S2..S0 ; 2 cases Paper Cambn, 4W
at 6 days for 8600 ; cash for balance

Bought of J. V. Farewell & Co., on account, 50 yds. Irish Linen at 40c. ; 100 ydsbheetmg, at 11c. ^

Sold to W. O. Thomas, on account, 10 doz. Men's T.inen <^birfc a sio . c ..^^
Irish Linen, at 50c.

''
"

*

Sold to Dodd & Brown, on their Note, at 30 days, 1 case Pafxr Cambric, 2 00f.
yds. at lie.

I 10 doz. Ladies' Linen Handkerchiefs, at $3.

Wmsmmmmmmm
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7. BouglU of H. B. Clafflin & Co., on my Note at 30 days. 1,000 yds. Ginghams

f '2^- ; 55 yds. Black Silk, at $2.75; 100 yds. Broadcloth, at $3 75
V. bold to G. B. Fairchild. on account, 30 yds. Black Silk, at $3 ; 15 yds. Irish Lin-n

at 55c. "

11. Piiid W. Brock & Co., Cash for my Note of the 2nd inst.. $600. and interest on
same, $1.20.

12. Sold Henry Russt-U, C.ty, 50 yds. Sheetmg. at 12c. ; 200 yds. Gingham at 12c
•

10 doz. Men's Linen Shirts, at $12. Received m payment, cash, $50 ; balance
on account. (Note

:
Make two entries, one charging RusseH with the whole

bill of goods and the other cretiiting him with the cash.)

BILLS RECEIVABLE.

!| >

ii 'I

J

n

i\

o,

When
Rec'd.

Cifdit
.'\ccount

1 1 Feb. S
• 19

3| " 22
41 • 27

jDodil & Brown
Hc.iry Russfll
(".. M. Kairchild
iW. O. ThomiAS

Amount

$250100
,

lOOiH)

200 (K)

SOiOo
i

Place and
Date

Drawer or
Maker

5 *

<§'

In whose
Favor

Where
Payable

Feb. 5 iDodd A Brownj
" 19 ; Henry Russell
" 22 IG. B. Fairchild

27 Iw. O. Thomas

Ourselves ' Their Office

BILLS PAYABLE.

When
Given

j

d !

Zj

1 Feb. 2

2 •• 7

3 " is

Feb. 15.

Ur. AccounI

^

W. Brock >V Co.

H. B. Clafflin A Co.

J. B. Clark

Amount f

$60000
'

626 25
2000(10

I'lace

and Date

Feb. 2

By Whom
Drawn In Whose Favor Where

Payable

I

W. Brock A Co. I Our Office

' H. B. Clafflin A Co.

J. B. Clark

15.

"
16.

<<
18.

V
19.

it
20.

22.

23.

24.

25.

26.

26.

Sold to C A. VVaircn, for Cash, 14 yds. Broadcloth, at $4 ; 1 case Paper Cambric
2,000 yds. at 12c.

Bought of J. B. Clark. Store and I^t, No. 185 King Street, for $4,000. Gave
in payment. Cash, $2,000 my Note, at 60 days, for $2,000.

Received Cash of W. O. Thomas, on account, $75.
Sold G. B. Fairchild. on account. 100 yds. Bleached Cotton, at 12c. ; 20 dozen

Men's Linen Shirts, at $12.50.

Received of Henry Russell his Note at 30 days, to apply on account $100
Sold to F. E. Arnold 20 yds. Irish Linen, at 50c. ; 800 yds. Gingham, at I2c. •

16
yds. Broadcloth, at $4. Receiv.d in paym.-nt J. V. Farewll & Co.'s order
on me for $25 ; balance due on accouift, $145.

Received of G. B. Fairchild, on account. Cash, $125 ; his Note at 30 days for

Paid taxes on store and lot, 185 King Street, for current year, in Cash. $18.30.
Received C;ish of W. O. Thomas, on account. $50.
Sold to Henry Russell, on account, 50 yds. Sheeting, at 13c. ; 50 doz. Ladies'

Linen H.-indkcrrliicfs, at $3.

Receiveii Cash from F. E. Arnold, on his account, $75.(X).
Paid H. H. Claffim & Co., Cash, on my Note of the 7th inst., $450.
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Feb

28.

28.

27. Sold to VV. 0. Tlu.inas. 10 .io/. M.n's Lui.,, Shirts, at SI2. Received in paym.-nt
his Note at 10 days, $50 ; Cash, $50 ; balance on account, $20.

W. Paid Cash to Robert Law for 2 tons coal used during month, $13.
"° Rc-ceived of Dodd & Brown, Cash on their Note of the 5t!i inst., S150.

Received Cish of the following persons on account : V.. B. I'airchild, $20 • F E
Arnold, $40.

28. Paid Cash for the foUowing expenses : Clerk's wages to date, $60 ; (".as bill for
the month, $10.80, Advertising in the Times, $12

For method of pasting, g.-ttin? Balance Sheet and closing of Lelger, see p.iges 55 to 60.

BILLS RECEIVABLE.

-C j
TimeAfttT When Due

I

Sight Date J,

30 days
30
3() •

10 •

til "J

10

u
12

a
s' v-?i'i)'iJ

- *. -S
Noti'sScttka

= £ for by
i; S j< i

S k! alii 5""- Cash '*[

Z a UJ dries ^^'" jl

How disposoii ot

SI 50 (H) Partial payment

BILLS PAYABLE.

Is

Time to run
.\ftur

Wlicn Due

Sight Date

6 days

.10

60

c

1
0.i rt 3 3—1,—

1

iM 3

11

12

19

1

1

j

!

„._ a Note.-i Settled
2 = lor bv

a =(g| Sun-
a dries ^*"

S60000

450 00

How P.iid.

Paid in Cash, Feb. II

Partial payment. Fob
26,

INVENTORY OF PROPERTY UNSOLD.

40 doz. Ladies' Linen Handkerchiefs

10 yds. Irish Linen

25 yds. Black Silk

70 yds. Broadcloth

100 yds. Bleached Cotton

.at

.at

.at

.at

at
Store and Lot, 185 King Street, v;due<l ^t 4

$2 50

40

2 75

3 80

10

1,000 00

THE USE OF BILL BOOKS.
Where a number of notes are handled in the course of business it is advisable to keep a

systematic record of them in a special Bill Book. Of course, i f we turn to the Bills Receivable
or Bills Payable Account in the Udger wo can always find the amount of notes issued or
received, the amount of notes redeemed, and the balance at any time ; but there are other
points about notes that U^ often desirable to glance over. The Bill Book enables
us to do so with a minimum amount of trouble.

We append the BiU Books for Set No. 2. The student will copy the same in the blank
books supplied. You will note that as thus used the Bill Books are Auxiliary Books that
is, they supplement the records found in the Journal and Ledger, but no posting is done
from them.
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h I'i

FINDING ERRORS.

in uh.ch ttuy are k,v..„
' '"^ '"''"^°^^' '"^"^'''g »s^' "f tl.em in the order

manner and s,
.

that the footingsL "^J k T ""* "'^' ^'''«'''' '^'""""^ '" *•'<' same

*fi.s a„c, c„.d,„ a,,.";urt'r,;,';;''''~>'
"'"""" "' "- """"»' ™" « "«. .1.0

havo b,,,, .,m,ll«l I,™, „,. Lrfj,., ;; pi™
''"" '^'" P°""l '"". a» a,, am„u,„ „.y

4. II II,, ,|,iri.,e„„ c,„ |>, j„.,j J ^ .

ha» ten ,».,„, ,„ „„. „„,„j ,ij^ „, ,;;^, ud™„V ™°°"' » »™«< "«>

CASH.
MDSE.

bei,?:i;;:rrsir'^^: ^ r-' ^--r
j--> - ^^-s • s.e,eto„ Ledger •

.he t.n,e that the'deb.ts a d ""l a e'^i
" wV 'h"'

'''''"'' ^"°""^- ^''^^''^ ^^
a Tr.U Balance of this work and com^aroTt w.t, th^TrLTf' "*".'"^'^" ^""P'^^^^" ^^''^
o ascertain in what account the m,s'ake occum H t T,

'''^" '^""^ ""-' ledger,
balance make another, ,K,st a^.i-n and contnn i J

^'"-'''''"" '"'^^g^' " ^ocs not
should be corrected. As the ieb , 1, 4 .': '" ',"T ""'" "'^^ '"'^''^ '^ f"""'^- -"^n 't

•^^-c .f no mistake has been Z:':: I^ZV^JT"" ''' ^"'"^"' '^^ '''''' "^

EXERCISES ON SET 2

2. Make out statement of resources and liabilities
3 Make out statement of losses and gains

H,;r:,;t;;;rsLr^j:,'rr:,:t;;;«<:t:.—•»
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Section 9.

ACTUAL BUSINESS PRACTICE.

M

,tj,j

Section 1 0.

SET NO. 3.

Student will assume i«sition of Bookkee,>er fo.- W. H. Snell as propretor and enter

Mar.
1. VV. H. Snell invested Cash in business, $4 000

''

'• l ^utl ^" i''"" ""'^' ''' ^^^"' '^ ^'°"S^- St
.
100 bbls. Mess Pork. $9.50.^ L ? n""^ L""'-'"'''"

*"''""' "^^ ^™"' St- E-. I.OOO bush. Wh.at 90c800 bush. Oats, 35c. ; 500 bush. Corn 40c
4. Sold H A^(,^ j^^ (,^,^ j5 j^^j^ j^^^ p^^^ ^^^ ^^ ^^^^^ ^^^^

bush. Oats, 37c.
••

5.
Sold Wm Wright, on account. 350 bush. Wheat. 98c. ; 60 bbls. Mess Pork «9 85

6. Bought^Jrom Wells & Wemp. for Cash. 900 lbs. Cheese-. 9ic. ; 75 bbll F^^r,

^"
m^.

^" ^'* °^ ^"^ '"'^ ^'""'"""^ P"''^'''^'^ "" --"i-cmg business.

^"
fT^'w'^«?^:f''

'""" ^'"- ^^"S'"' '" ^PP'y °" ^c°""t. «300. -

Sold W. W^.ams. on account. 420 Queen W.. 225 bush. Wl.eat, $1.02 ; 175 bush,
'-'ars, jyc. ; 155 lbs. Cheese, llr.

in S'^w''
*'' ,"'"'^ ^™-" '" P^^'' P''^>^'-'"t °f b,ll of 3rd .nst., »450

10. Bought from J. A^Baxtex Sc Co. on account, 116 Colbornc St., 2.000 lbs. R.o
Coffee, 13c. ; 20.000 lbs. Sugar, ejc.

^"''L^''r T' wf'^r' ^?
''"""' •'•^ ^"'S St. E., 25 bbls. Mess Pork. $10.3(J ;

ReceT^d fron, w'l'.r''^' "^ '"" ^''"^'^'^^-
'^i*^" = ^0 bbls. Flour, $6.10.Kecen-^d from W. Wdl-an.s. to apply on account, $150

^^'S^ ^J^f
°" '''°""'' ^ ^^^'- ^''""^' ^^' 299 lbs. Cheese, He 800

lbs. Rio Coffee. I4c.
'

Paid Cash for rent of building for current month $50
16. Bought from Jas. Hope, on account, 14,150 lbs. S. C. Hams I2c
17. ReceiveJ Cash from William Wright in part payment of account.' $334.

19 R -t HTk . .TrT * ^''- ^°'" ^^''- ^ ^^^'- R«<i"<^^« Petroleum. $8 50.
19. Received Cash from W. Williams to apply on account. $100.M. bold R. A. Hughes, for Cash. 80 bbls. Sugar, 16,200 lbs.. 6|c.

II.

12.

13.

15.

I||li

!l^
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Mar. 22
" 23

" 24.

" 25

" 26.

" 27.

29.

30.

31.

Received from Chas. P. Wilson Ins Note at 15 days, to apply on account $22S 50

Paid Cash to James Hope, in fuU. for biU of 16th inst
Sold R. A. Hughes on account. 350 bush. Corn. 46c. ; 240 doz. Errs 24c

Sold Dent & Co.. on .iccoui.t, 60 doz. Egg., 25c. ; 612 lbs. Cheese 104c 372H. ButU., 36c
; 3,800 lbs. Sugar. 6c.; 200 lbs. Rio Coffee ,3

^*^'

'

Paul Henry Smith, Cash, on account, $600

Sold Wells & Wemp. on account, 1,800 lbs. S. C. Hams, 15c. : 305 bush Oats 45cCava James Hope our Note at 20 days in full of bill of Mar. 23. Paul for lanitor^sservices, $12.25; for Coal for office use, $6 50
faunor Janitor s

Receive<l Cash from Dent & Co., to apply on account, 8200.
Inventory, March 31

EXERCISES ON SET 3.

1. Make out statement of W. Wright's account.
2. Make out statement of resources and liabilities.
3. Make out statement of losses and gains

End of Tenth Section. Hand in work for certification

$2,958.25

I!

Section 1

1

.

THE BANK ACCOUNT.

he s'llTtrLil^r"'^'

^"''"'^'\"'^ '^ *" »he habit of opening an account at some bank whenhe starts business How he does this has been explained to you. His obiect in^oirVs^.very easily understood. It estabhshes his credit, gives him"^ a place of sS k eZ'fo"his money, and makes payment of debts easy, by means of cheques
^^

in h^Ted^T ZtT," """"' "\" 'r'
^"'^ y'' ""' '"''P ^ ^--"t -th that bank

balancjl part of the amount of the balance willl f^ul ifthrba:^rand;ltrXrUnder another system, the bank is dealt with much the same as a ^olwouldleM deposits -e debited to the Bank and all cheques are credited to it.'^^y thTs"istet

Man«^f"th! Ctl rr' '" *'^ "-^'^^ ^^°"'^ ^'^^ ^--"» - depJsi 1X1,"naiance of the Cash account shows what is on hand.
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Both systems are in use and we intend during your course to give iUustrations of both.
In the following set you will keep a bank account.

SET NO. 4.

Student will assume that he had been conducting business in p.irtnership with W. H.
Brown. The Balance Sheet, July 31st, shows the following results:

Cast, on hand, $1,998.42; Mdse. Inventory, S213.6I ; on Deposit in Bunk of .Montreal,
$8,839.50

;
Balance due from Ed. Smith, $2,29 ; Due from VV. Bell & Co. $54 50 • Balance

owing on account to J. Clark, $91.11 ; B. Payable. $1,425.07; B. Receivable $1 18531 •

Balance due from A. H;ai. $776.75 ; Balance due to P. Howe, $4.20 ; Interest accrued
on B. Receivable, $2.01 ; Amount due from \V. Brown, $42 ; Owing to J. D. Law $954 90
Owing on account to A. D. Ball, $109; Due from C. Frame, $19.40; Amount due U, H
Hardy, $107.51 ; Due from G. Snell, $122.50; Balanct' favor E. K. Scott $138 90

Student's interest is $5,174.80; VV. H. Brown's is the bal.mce.
The partnership is dissolved by mutual consent. W. H. Brown retires. Student collects

all debts and assumes all liabilities. He then proceeds to wind up the business. To do
this he must open up ledger showing all balances brought forward on Aug. 1. He will then
enter the following transactions in Journal Day-Book, post to Ledger, make Balance Sheet
and close all accounts.

(Interest, 6 per cent. ; 365 days.)

Note.—The figures that are given to you above are the figures of the s cond or proof
Trial Balance, as it stood at the end of July 31st. If we wish to open the Ledger, showing
Its balances brought forward, it would be advisable for us to make up this Trial Balance
in the usual form, and from this we will be able much more easily to determine what amounts
to debit and what amounts to credit. This Trial Balance should appear as follows

:

KESOLiRCES.

Cash (1996 42
Merchandise 213 61
Bank 8,839 50
E. Smith

Bell & Co
Bills Receivable 1

A. HaU
Interest

\V. Brown
C. Frame
G. SneU '

2 29

54 50

laS 31

776 75

2 01

42 00

19 40

122 50

LIABILITIES.

J Clark $91 n
Bills Payable 1,425 07

J- D- I-aw 954 90
A. Ball 109 00
H. Hardy 107 51

E. K. Scott 138 90
P. Howe 4 20
Student 5.17.4 80
VV. H. Brown - -^—

_kU

In saying that W. H. Brown's interest is the balance, it means that his figure is required
on the credit side of the above Trial Balance to make the debits and credits equal. You
will, therefore, compare the debits and credits as you have them, find the difference and
place it to VV. H. Brown's credit. Next, you wiU make up a Journal entry, showing all

the accounts in the resource column debited and all the accounts in the liability column
credited. This entry you will then post to your Ledger, showing resources debited,
liabilities credited, and each partner credited for his present worth.

(I

lii

/



78

11;

Aug

;«.

4.

4.

5.

7.

K

^r:^u7t r^^-^'l.'^'''-^-
''''''

^
172iIbs.Han,.at 16c.

; 40 bu^J<-orn, at 75c.
; 140 bush. Rye, at 75c >

Received of E. Smith, Cash in full of account
Received of W. BWI & Co., Cash in full of account.

Gave A. D Ball a s>ght draft on A. Hall, in full of his account.
Received of A. Hall, Cash, in full of his account
Received of W. Brown, Cash, in full of account.

8. Oave J D. Law cheque on Hank of .Montreal, ,n full of account
«. Gave cheque on Bank of Montreal for Firm's acceptance of I4th June lastamount of acceptance, $100; Interest to date from July 17

''--^
J^heque on Bank of Montreal for Firm's acceptance of June 23rd lastamount of acceptance, $106.30; Interest to date from July 26th

«. Received Cash or E. Smith's Note of April 25th last, and inter^t to date

. R c' vTr ° '','"'- ""^
•

'"''''^' *° '^^^^ f™- J"- 28th.

™nt ;
^-"'--eptance of May 6th last and interest to date-amount of acceptance, $285; Interest to date from July 8th

2 rZZ^ 1 f- r-
''^1";'"" "" '"" °' '"^ --P*-"- due'to day. $217 46

2 rav H H V r" * """• "^^'^ '" ^"" "^ "^-^ ^«<^I'*^<=e. due to-day. jToO
2. Gave H Hardy cheque on Bank of Montreal, in full of account.

14. Received of G. Snell. Cash in full of account
15. Gave E^ K Scott cheque on Bank of Montreal, in lull of account.
». received of J. Clark. Cash in full of his acceptance, due to-day $171
"•

'^r$3l785!T;t:r^t^t""
'""-••--- J"'^'-: amount of

"
'0^^Z':lX^r^'''''''^ amount Of acceptance. $357.55..

.18. Prepaid acceptance of July 18th last, amount of acceptance, $472.50
; Discountfor 32 days

; gave cheque for balance.
i^'=.count

20. Paid acceptance favor G. Snell. per cheque, $18262

S' p""^ l^'^'P'^^-f^^or of Hawley Bros., per cheque. $206.10.
28. Paid P. Howe, Cash in full of account.
28 Paid the following exyn^nse in Cash : Rent, one month. $50.
3 . Received C C. Frame, Cash in full of account
Jl. Deposite.1 in bank the amount of Cash on hand
nd of Eleventh .Section. Hand m work, including columnar Balance Sheet.

4
i
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Section 1 2.

JUNIOR EXAMINATION.
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Section 1 3.

SHIPMKNTS AND CONSIGNMIINTS.

In addition to tlie accounts already met with f,...r.. ,r i

"sc., especially .a a Comm.sMon BnZT "'''" '"'"'"''' '" """'"""

and mkTt,'""''"
""'' '"'•' " ^"-"""y ''^ ««-'^ '" -' a^ent to be sold ou the account

As the term " shipment " applies to ^ootls we send to other m irkets for . .1account, and on which we wish to know the Gain or Loss. ,t is ev 1 .7; aSl m s^tZZin a maimer similar to Merchai.dise Account
'•'*''

If we look at our bo<,ks we find ..„tries on but two occasions.

I. When we sliipped troods c£i'^' ^ Shtpmmt to Baxter.. $a, 075,00
Merchandisr .... ,2 ooo 00

•-'. When we receive our account sales (a^h ''....' -, joc
'^ *'*^

Shipment to Haxier o 425 00

Account IS credited m the usual way because cash is paid out
In the second entry Cash account is debited because cash is received If Bixter h.Hreported without sending us the cash, we would debit Baxter'! ilrso^,.) 1 „ Tf 1

net proceeds until such time as he sent us the money. wL'jouMcr^r h^ "sh
"

uAccount IS credited for the amount of the net proceeds
^l"Pment

D.hT^c:r
^' ^°'

'^T-^'"^
^"'^ "-"'^ ^'"f""'^^"* '^««""t may. therefore, be staled as follows •

Debit Shipment Account for the total cost, including the cost o. goods sent and exprs™d m sending
;
credit Shipment Account .. the amount of nef pro;::"a:":l;rImJ

If we look at the account in Ledger form ,t appears as follows :

DR. SHIPMENT TO BAXTER, NO. 1. CR.

(a) For cost of goods ,2.000 00 (a) By net proceeds from sales $2 425 00(b) shipping expenses paid 75 00

Total cost $2,075 00

The net result must be $350 profit from shipment.

11;

Ij
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When Baxter rece.v,.! th,- aJx.vc consignment he would pay cartage or other chare, ssay $10, iind his entries would be as follows:
chargs,

I When he rcce ved consiKntncnt and paid
chargesi

Student's cmisinnment No. 1 $lo.(Hi
fash a 10.(>(»

2. When he sold the gcxxls i.,^,.

Student's consignment No. 1 2,4«<i.(iO

J. When he rendere<l account »^\t>m t. i .,account salts Student's consignment No. 1 2.450.0.1
('omniih.sion

"'o od
^*"^''K^' 's.dO
^**''

2.425.(Kt

:r^tlT
therefore, be stated as folio..

: S..^^::^':^^^^^
pa d at t^je time he goods are^received o. paid or earned afterwards. Credii the Const^enK. all sales made from U. Deb,t Consignment for the difierer>ce bet";^ the charSTrd

t:Z m^^l^tr.
""^ '^'' ^"^ """^^ '-'' ''' ''-' " ^'-"^ ^'^ ^-^-'

Arranged ,n Ledger form, the Consignment Account in Baxter's books apjws as follows :

DR. STUDENT'S CONSIGNMENT. NO. 1.

(a) For charges paid
(b) " commission earned
(c) " storage

(d) " net proceeds

S lO 00

20 00

5 00

2.425 00

$2,460 00

(a) For Sales

iK.

S2.460 00

$2,460 00

SHIPMENT INVOICE.

^ Toronto, June 15, 1910.

accoirti':;^""^"
'' ^""^ ^^" ^ "• ^- ''-'-' ^°"*'-'- - ^^ -'^^ - -y

Ro54(RT McDonald.

100 Tubs Butter
Carriage paid

(5,000 lbs.) 18c. $900 00
3 00 $903 00
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ACCOUNT SALES.

ioRo:. rf». Juni 15, lyio.

Monttrr
''1'' '' f '"" ^'"""^ ""''"''' '^"'^"' J"'>" '••"'• '-"" I>'^*-^ * Col...Montreal, for sale on their arcouni and risk.

June 14
I

Sohi for cash 40 boxes Florida Oranges

IS

IS

Cjiarges.
10 I aid freight and rartape in cash

Sforajje rharpe';

Commission 10 per cent, of sales

Net proceeds remitted in cash

E. &0 E.

Robt. JtfcDonald

$I6() (10

$ 7 i 5()

2
16

(K)

W 25 5(1

$134 50

COMMISSION SET NO. 1.

The Student w,ll enter the foUowing transactions in Journal Dav-Book post same toLedger, make Balance Sheet, and close all accounts properly

:

MEMORANDA.

^""'
I' fill"\'^f^ 'L^'To^ ""'^ Commission bnsiness and invests Cash 84,000.

•

'ttf^'°^^^''^^^^"^,^»"»-('«'»0'^«)
at'«c.; 200cratesEggs(^^^

at 15c.
; 100 boxes Cheese (6.000 lbs.) at 12c

ShL ' '"^'"'^ "' '*^- P*''^ ^^«^«^" i" ^^h. $3. Showshipment mvoice. —
Shipment to Lawrence Dr., $903 ;

To Mdse, 1900, To ( asl ^ •'

7. Shipped to Manning & Sons, Kingston, to be so'J o-i ,nv
crates Eggs (3,000 doz.), invoices at 15c. Paiil .ar;;.
Shipment invoice.

'^

'^'

^'J>"t"^ %T?"T * ^°''' ^''"'^'"'' *° ^ "^^^ °" their :count .-m risk
40 boxes Florida Oranges. Paid freight and cartage, in j-li, $7 ,vi

Dcwar & Cole's Con. Dr., $7.50; To Cash, $7.50.

12. Received from Simpson and Sons, Halifax, to be sold on tl.ir accoi^nt
75 boxes Lemons. Paid freight and cartage, in cash $15

13. Received fio.n A. W. Lawrence, an account sales of the Butter ., ipn r
inst. Our net proceeds remitted in cash, $1,008.50.

Cash, Dr., $],008.50; To Ship to Lawrence, $I,m»8.S0.

couni, ind risk, 100

^n La'-.i), $4. Sho«

.iTiv nsk.

1, Sth
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Iiinc 14. S..l,l for Cisli. 40 h-.x.s ..f Flori.i,. Orangos, IvN-ncmj,' to Dowar & Cole'*
rousiKiinu'iit No. I. ii 14.

< .wh, Di $l«(t, To D.war 4 <()I. s ( ,,ii tl«o.

15. CIommI l).w.ir A Cn\r\ ; .tisigiini. i,i No. I. and iviidcrf.l tli.ni ,m acxoimt sd.*.
Storu^e charg.;s, $2 (..t.iinissi.n 10% on sales. $16. Their net pro,,,..ls
rfmittol in cash. $134.50. Show lorm of .Vx(.iitit S.il, •.

U.war A Col,.' (•„„
. Dr.. |I.V2.5o : To Storan-, fi To CononHwon, $\H To (a,!,

ti;<4..')(i.

17 l<,-(,.iv.(l from (;. ). J. fowan, Tor-mto, to b.. >,.) on Ins account and risk, 200
l>ii!i. h.'s hanan.is. Paid freifilit and cartaj;. u Cash, $10.50.

18. Sliii.|„ I CKnu^nt^ & Co.. Chatham, to be s-.M o„ my account and risk, 100 Iwxt-s
Che.-.- (6,000 lbs.), invoiced at 12c. Paid Cartage, in Cash, $3.

20. Sol
1 |.,r Cash. 50 tubs Butter (2,(J00 lbs.), at 24c. ; 50 crates Eees (1 500 do/ )

at 18<-.

21. Keceiv.d from Maiuiiiig & Sons. Kingston, an account s.iles ol KM) crates Eggs,
shipjx-.! them 7th inst. M- ii, - pnn .••ds, remitted m Cash. 8425.50.

23. BouRht of the .Won Dairv Co., M,.,tfo,d, on account, 30 .lavs, 50 tubs Butt.-r
(2,500 lbs.), at 18ic.

24. .Sold for r.ish, from Simi)s..n & SonV (nas.gnm.'nt No. 1, 75 lx,x,s Lemons at
$3.50.

24. Close.l Simpson cS: Son,' Consignment No. 1, an.l rend.re.l them an account sal.s
Storage charges. $3,50. Commission. 10% on s.,l.s. Their rut pr.M;ee.ls remitted
in cash. Show f.irni of .\ccoimt S.iles.

25. Shii.]H'd Moore Bros., Barrie, to be sol.l on in% acc.iint and nsk, 50 tubs Butter
(2,500 lbs.), invoiced at ISJc. Paid cartage, in Cash, $l.5o.

27. Received from Clements & Co., Chatham, an acount s.d.s of Cheese, ship d
them 18th inst.. net pr.).

. ,ds due in '30 days, pl.i d to my credit, 8850.62^.

28. Receiv.-,! from Dewar & Cole, Montreal. Consi-nni. nt No. 2. to l)e sold on tlieir
.iccoiii.t and risk, 25 bbls. (2,500) Pineapples. Paul fn ight and cartage in Cash
$8.80.

29. S..ld D. Duncan & Sons, 24 Front St. £., Toronto, on .iccoim- 30 days, from
G. J. Cowan's Consignment Xo. 1, 200 bunches Bananas, at 82.3.S , from Mdse.
.\ccoiint, 50 crates Eggs (1,500 .Joz.), at 18c.

29. Cl.>sed Geo. J. Cowan's Consignment No. I md renden.l him an accunt sales.
Storage charfjes, $:t. Commission, 10";, ,.i, sale,. His net pnxeeds, due m,,
30 days, placed to his cre.l Show form .)f .\ccouut Sales.

30. Sold, for Cash, from ar dt Cole's Consignment No. 2, 10 bbls. M.OOO)
Pineapples, at 8c.

INVE.NTORIES.

Mdse., 50 tub Butt.-r (2,500 lbs.), at 18}c.= $462.50. Shipment to .Moore Bros Net
cost, $4«>4.

End if Thirteenth Section. Hand v. . .k, mcluding coluimi.ir Balance Sheet, Proof
Trial, and Statements of Resources and 'lities. Losses and Gains,
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MODFRN AlKTHODS.
le th,. K.n.Tal ;.rin<i|.l.s of lK.okkiTp.nn iniist ^«,,v> i.inain tti. s.im.' th.rf .ir.-

numtTous plans tit-vis.! for mo.lrin U.okkcfpu.K tl'il sunphfv :!.. b.«,kk, . [..rs work aiul
art- of Kr.-.it v.ihu' to tti.- busin.ss tnati.iK'.r. A nuinlin .,| th. most valu.ibU. of th.-s. plaiii,
ari' foiiniU-tl on the " I.oosi- l.r.il Mt-u,"

THE LOOSK LEAF LEDGI K ISED BY THE STUDFNV WHILE STl I.VI.Vc; FROM IMls TEXT,

Tl»- ordinary id.a of a bo<.k <s that of a muuU-r of leaves bound togfth.r. fixr.l and
mi.novablf. fhe ],«.« l,.af idea of a l«,ok is that of a binder or rover into winch havs
can 1..- inserted .s required. In a l,^se leaf b<mk the . ov.r or binder k-cotnes a per-nan.nt
asset Leaves are used o,dy as requin.l, and as they can be taken out as readily as th-v
ran U- inserted, it follows that there need Iv no " dead uood "

in such a b,K.k
While the loose leaf idea is applicable to different books, it is {nrhaps most familiarly

ass,K:.ated with the Ledger, the tern, Loose Leaf Ledfjer Ining one of the very common
expressions heard now-a-days around a business office.

Anyone who can handle an ordinary Ledger should have n<, difTiculty in installing a
Loose Leaf Ledger. Two binders are necessary, a current binder t.,r current or hve accounts
and a transfer binder for bafanc-d or closed a, ounts. Each of these binders is provided
with index sheets on whi,h are projecting tabs. A number of loose sheets are of course-
aiso provided, and on Ih, se sheets th.- accounts are ojHned just as thev would ^ on the
sheets of ,i bound Ledger.

THE STL-OFNT'S LOOSE LEAF SALLS RECORD ok SALES HOOK.

If John Blown opens an account with our house liy purchasing goods, it will be m-cessarv
to op..n a Ledger account with John Brown. This is .l.me by inscribinp name on the
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top of the LeilgLT sheet, and by debiting him with the amount of his purchase. This sheet
IS mserted in the binder behind the index sheet bearing the letter " B." Future entries are
posted to th.s account in the usual way. Should it be found necessary to close our account
with Brown, it would bo balanced in the usual way, and instead of being left to encumber
the current Ledger, it would be taken out of its place and put info a corresponding place
in th • transfer binder.

METHOD OK OPERATING STUDENTS' LOOSE LE.\F BINDER.
If it is desired to reopen the account, it can be taken from the transfer binder and

again placed in the current binder.

From this description the advantages of such a system are at once apparent. It may
be claimed for the Loose Leaf Ledger that :—

It can be adapted to any business, small or large.

2. It is perpetual, as a current account is continued by adding new leaves to the account
when required.

3. It is self-indexing, index division sheets with appropriate tabs being distributed
throughout the book, so that accounts can be arranged alphabetically, numerically,
geographically, or by salesman's routes or territories.

4. It saves from 40 to 60% of the time needed to post from bound books, as the method
of indexing and arranging accounts saves time in locating them.

5. Mistakes in posting are less liable to happen, as short accounts are more readily
located with oneaccountonaleaf, than in a bound book with several accounts on a leaf.

6. It saves time and labor in taking trial balances, as only live accounts in the working
Ledger are dealt with, the closed accounts in a separate Ledger needing no
consideration.

7. It saves time and labor by dispensing with the annual or semi-annual opening and
indexing of new, and the closing of old Ledgers, as is customary with bound books.

8. Unlimited space can be given to live accounts, as new leaves can be added from time
to time, as required.

9. New accounts can be inserted to an unlimited number without disturbing the old.
10. .\11 the pages of an account, no matter how many pages there may be to it nor how

long a period they may cover, can be kept together, thus facilitating reference
over a number of years, if necessary.

11. Live accounts being kept together in the current binder, and closed accounts in the
transfer binder, a facility of inspection is allowed that cannot be obtained in a
bound book. This is a great convenierce to a business manager, who makes
frequent examinations.

mmx'- .•- 1 "*i^ ^^
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12. It enables the assortment of doubt.ul and suspended accounts from the current
accounts, and the gathering of them in one place properly mdexed m the current
bmd- r. or m a transfer binder for the use of the credit and collection department
of a busmess. This diminishes the chances of oversight likely to occur when such
accounts are distributed through a book or a number of books

It saves expense in material, after it is once installed, as binders and indexes will
List for years, and Ledger leaves only will be required to be purchased

14. It saves desk and safe room, as smaller and lighter books can be used with the loose
leai system tlian are required when UjuikI books are used.

THE CARD SYSTEM.
The Card System ,s really an extension - t!>e Loo,e Leaf principle. There is simoly

a difference in the material with whirb the i lea is carried out. Instead of using bindersor covers and putting the Ledger in boou form, ihe Card System uses trays or boxes. Instead
ot using sheets of paper, the Card System uses cards

Each tray is provided with index cards as in the Loose Leaf system. .\s an account isopened a card is simply brought into use and placed in the tray behind the proper index
card. As succeeding entries are required the card is 'aken from ,ts place, the entry made

uLsilr tvT
'""'

' ^" "'™""* ^ "^"""^ '^' '''"^ '"^y ^ transferred to a

^K^ ?'^^ !^^^'™ '^ ''''P'''''*' °^ ^ innumerable number of applications. For instance
in a bank the dep^itors are required, when opening an account, to place their names in asignature book. These signatures are useful to the teller as giving him an idea of the correct
signature of any customer should forgery be attempted. Instead of running these signatures
in a book and thus having them in no particular order, it is easy to see how each customer
might be required to place his name on a card which, by the Card System, may be filed ina tray behind the proper index.

Again, we know that in a manufacturing establishment it is necessary to have a definite
record of all tools, patterns and drawings. The Card System adapts itself to such a require-ment. Again, we know that in a wholesale house it is necessary to have definite credit

THE CARD LEDGER USED BY THE STUDENT WHILE STUDYING FROM THIS TEXT.

information coL.erning customers. It is an easy n,atter to systematically arrange such
information by giving each customer a card and noting on this card all points that are of
interest .is concerning the line of credit to be extended.

I i'i
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III a library it is desirabU to classify bcxiks ami to know in what mi tion iind on wliat
shelf a artain book may hv found. The Card System enables one to assign a certain rard
or number of cards to any particular line of information and to note ihe name of the book,
section, shelf, and number of bo(,k. And so we might extend the list. While some claim
that the Gird System does not adapt itself so well to bookkeeping as the Loose Leaf System,
there is no qu.-stion but that it is aii invaluable aid in many places in systematically arranged
offices.

J

THE I.EDGERETTE.

Another application of the Loose Leaf idea is found ni the Ledgerette Bill Fik. This
is an appliance especially adapte.l to the needs of a retail business, such as a grocery.

As is well known, purchases in such a store are entered in a counter cluck-book which,
by means of a carbon sh. ' gives two copies of the bill of purchase. One of these goes to
the customer with his goc i<;. The other goes to the oflice to be entered in the account of
the customer.

By the old method this charge against the customer would be made by entering tne
items in a Ledger. Then at the end of, say a month, when the account has to be rendered,
a copy of this Ledger account would have to be madt; on a statement form.

By the Ledgerette system only one writing is necessary, as tiie Ledger is made up of
a number of statement forms placed on a file in much the same manner that leaves are placed
in a Loose Leaf Ledger or cards are placed in a Card System tray.

When it becomes necessary to post items to a customer's account, the statement form is

placed on the file. The mstonier's name is jilaci d at the top of the statement and the items

THt LKDGERETTE.

are entered. Items of a second purchase are entered below the first list, and so on as different
purchases are made. When a customer pays his bill it is receipted, taken from the file and
handed to him. The file is thus never encumbered with paid or closed accounts.

The benefits of such a system will be easily appreciated when we consider that payment
of such accounts is often made on a certain day, such as pay-day in a local factory. A
large number of accounts have to be handled in a short space of time, but, by this plan,
receipts can be handed out almost as fast as money can be taken in.

If it is desired to make a duplicate of each bill, it can be easily done by the use ol carbon
sheets. As writing has to be done at different times, it would be well to have the hi!) nr.d

i !
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duplicate fastened together n. mucl> the same way liu. we buy foolscap. Instead of a solui
crease mak,ng the d,v,s,on of the two sheets, U .s wll to have a perforated crease so thatwhen desired the bdl can be separate.! from th, duphcate.

MANIFOLD BILLING SYSTEM.
The duties of an entry clerk aad ot a bUl clerk have already bee,i described to you Byan app.cat.on of the Loose Leaf .dea and w.th the assistance of sheets of carbon papc-r.we shall see that the work of these two clerks may be combined
In rnaking out the bill of goods a number of cop.es are made by plac.ng sheetsbeneath the one upon which the wr.t.ng is being done, and by placuig carbon slieets £.tween.

T

#

^W. H. MILLMATST
Toronto. Canada.

Add™ y^zA^y PtJ vi.

Sold lo

/CXi<«a^ \^,^^rTr';C~ /^::ii^^

LOOSE r.EAF WHOLESALE BILLING.

Anyone wh. has seen the clerk in a dry goods or grocery store make out his bill on a
counter check-book will understand the process.

In this Manifold Billing System, at leaf copies will be required. The original as
written, serves as a bill or invoice to be seiii . _. with the goods to the customer. The other
copy, known as a charge sheet, is placed in a binder, just as Ledger leaves are placed in a
Ledger binder. In this way a Sales Book is built up on the Loose Leaf plan. In order to
get the total sales for posting to the Merchandise Sales .Account, it is customary to put a
Recapitulation sheet in the back of the binder. This sheet is ruled for date and money
columns only. As soon as a bill is made out. the date and amounts are entered on this
sheet. In this way the total sales for a day, week, or month may be found by totallinR
the columns on this Rec-ipitulation sheet.

':^.... i _ .
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Hcsides the bill and the charge sheets, as n.a.iy copies of the bill may be taken a- the
necessities of the business may require. For instance, it is s,.metines deemed advisable
to Rive a copy to the carter who delivers the goods. Again, a branch house may have to
send a copy of all bills to the head office as a report of sales.

7Bt/^ ,*vq^i-sj
^dn^C'/Q

ADDRESS _.^C -<d/: ^J^.

^i-^^^. C^^J^^ ,>M .^M A

^W

1^

^^.

Z.

£L

-^

C^^^.
L^A/̂
/-l^vJ^,^/^ /

Ctz^^^^y

/o^M^.^^^ /^^

i C^Z^y,^ (%^C.i7j,.^i^ ?

LOOSE LEAF RETAIL BILLING.

-?tism:



In one large concern usmg th,s sysf.m t|nrtcen cop.cs are made. Thest consist of the^U, the charg, sheet, acknowleOgment of ord.r, salesman's record, original, duplicatetriplicate, freight shipping tickets, five copies of the order, and a car labtl

""^""*''

a.«iL°
7°"^,^°"^"'*'°" ''^'[^

•;i

'.'"-"l^-^ oi pap..rs are thus required, different colors may beassipied to the papers required in different departments. Thus the bill may be white thecharge sheet blue, the carter's sheet yellow, and so on
The number of copies that may be made wiU dep.^nd upon the method of writing Witha pen three copies may be made, with a pencil four, and with a ty[H,.wTiter eight or nu.re

iie tvnr^ *'°" """'^ '"'? '^^' '^' ^^ '^^''''''''' '^ ^«'"g '^^^^''y "^^d f- tins work.'The type^vrtten copy is certainly the neatest, and the copies that can be made on th.. machinea^e many more than can be made by pen or pencl. The book typewriter, as its name , Xsmay also be used to write on the pages of a bound book as reld.ly .as on loose sheets

v,r, h" u !°
"°"''

l^'
^•'"^* '•^^^ '^' *'^"'^°''' S'"'"g System is sometimes slightlyvaried oy having sheets, as described before, bound in book form with other sheets perforatedat the margin so as to be capable of removal. When a bill is thus made out. it is made out

will be on top of It. All copies may be torn out at the perforated lines as =oon as the bill
IS made out. This leaves the Sales Book practically made up, and would not require theuse of a bmder to contain loose sheets, as mentioned in the first description of the system

li

i it

Section 1 4.

BILLS OF EXCh'ANGE.

^ A b|U of exchange is an unconditional order in writing, addressed by one person to another
signed by the person giving it. requiring the person to whom it is addressed to pay on demand
or at a fixed or determinable future time, a sum ceitain in money to or to the order of a
specified person, or to bearer :

An Inland Bill is a biU which is, or on the face of it purports to be, (a) both drawn andpayable within Canada or (6) drawn within Canada upon some person resi<ie„t thereinAny other bill is a Foreign Bill

:

t"eie.n.

^^^Unless the contrary appears on the face of the bill, the holder may treat it as an Inland

Such is the description of a bill given in the Bills of Exchange 'Vet
As examples of papers which come within the definition, we submit those shown on

A glance at the first paper will show that the signer (R. Smith) gives an unconditional
order, on D. Roberts, to pay a sum certain ($500), to a specified person (John Brown) inone month after the date of the paper.

Loo^ng over the second paper, we tind that John McDonald orders Brown & Sampson
to pay H. E. Clark ^fl.OOO in sixty days after sight.

The only practical difference in the forms of the papers, lies in the fact that the firs*
IS c^awn m Canada and made payable in Canada, while the second is drawn in Canada andmade payable m England. The first is an Inland Bill and the second is a Foreign Bill

ill' I
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W^ l/-^-^n.^_y/^

INLAND BILL, COMMONLY CALLF.I) A DRAFT.

^r7^—
^•^•2-^ -%i.?«-^^ —^^ ^e^la^.

'-/
i

FOREIGN BILL OF EXCHANGE

£1000

Voronto, Nov. 25, 1910.
Sixty dans after sight of this first of Exchange (second and third of

same tenor and date unpaid) pay to the order of. H. E. Clark. One
Thousand Pounds Sterling /„, ,^/„,j ,,„ .^^^ ^^j ^j^^^^^

a to the account of

II
17o Brown Cr Sampson,

ondon, Eng. I
•'°**" McDonald^^

Th,. person on whom the order is drawn is the drawee, D. Roberts in No. 1, ard Brown

Brotrr^Ind /^E^ ^^^t^ '^ ^"« -- '^ ^^ '^ ^^ payee, Jol^

The circumstances which give rise to the issue of the draft are ge.ierally these The

crelVord ts r" •"' T '^r '^-^'^ ''- P^^^-^- ^"^^ ^raft^makes't ^rsiblJcancel both debts w,th one exchange of money. Thus, in paper No. 1, Roberts owes Smithand Sm.th .wes Browu. but instead of Roberts payn>g Smith and then Smith pay^g Browthe same result ,s arrn-ed at by Rubcrts paying Brown, as he .s ordered to do by^heta

i^SKf^S';KSilt
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While this routine gives an idea of the draft a« it was originally uaed. it is
not very often at the present time that three persons are concerned with such a
paper. The draft is now largely used as a means of collecting payment from a
customer by drawing the paper in favor of one's bank and by depositing the draft
with the bank. (See further illustration, No. 4.)

The course of tlie papt^r is from tli,- .Iimw.i, who wit.^s it up, to tiu- p.iy,c in whose
favor .t is drawn, and from the payee to the drawee for acceptan.c. whu h is defi,',,.,! bv the
Bills of Excliaii(,'e Act as follows :

The acceptance of a bill is the signifu.ition by the drawee of his assent to th.. order of
the drawer :

2. An acceptance is invalid unless it complies witli the followinR conditions, namely:'
(a) It must be written on tlie bill and sign.-d by the drawee. Tile mere signatureOf

the drawee without additional words is sufficient.

(b) It must not express that the draw..,, will perform his promise by any other means
th?n the payment of money.

3, Where in a bill the drawee is wrongly dcsignatKl or his name misspelt, he may accept
the bill as therein described, adding, if he thinks fit, his proper signature, or he may accept
by his proper signature.

The pay.e by getting the acceptance makes sure that the drawee intends to do as he
IS ordered, in other words he wants the promise of the drawee to pay the money. This
acceptance is placed in red ink across the paper and for draft No. 1 it would read as follows

:

Accepted

Nov. 22, 1910.

Payable at my office.

D. Roberts.

The payee then retains the paper till its due date, when he expects -
i presentation to

get the money from the acceptor. Of course he could if he so desired sell ,iis light, to collect

vould do by indorsing the paper to this

: <m the acceptor at maturity.

id is converted into a promise to pay by
oe spoken of as Smith's draft on Roberts.

it 13 iv.iown as Roberts' acceptance.

time in a number of waj's, as the following sections

the money at maturity, to some one elsi

other person, who would then be able

We thus see that the bill is originally

the acceptance. As first issued, paper N
After the acceptance is placed thereon.

Drafts may be drawn with respect to

will show :

A bill is payable on demand

—

(a) Wliicli is expressed to be payable on demand, or on presentation.

(6) In which no time for payment is expressed.

2. Where a bill is accepted or indorsed when it is overdue, it shall, as regards the
acceptor, who so accepts, or any indorser who indorses it, be deemed a bill payable on
demand.

Our previous iUustrations have shown us that the very first line of a bill after the heading
lb placed, starts out with a mention of the time at which the amount is to be paid. If the
bill reads " On demand pay to," or " On presentation pay to," or if like a bank cheque it

simply starts out " Pay to," then in any of these cases we have a bill payable on demand,
that is, just as soon as it is presented to the drawee.

i! II
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.s ^^^7^:!';;^:^'''"^"'^' '"'-- '-• -"»"" ^he mean.„« of .h. Act. wh.ch

(a) \t sight or at a tix.d p-nod after date or sight.

hap^;;.:«;; u.!:;::,::;!;;::,
--— -' ^^— -- -- -^-. to

Of tttrrttr;;:;ii^r
^''-

"- ^ -"""^-^ '^ -^ ^ ^-^ -^ ^h. happ..,„g

-rSt"!,:;:';!;:: - ;iin t'li^^f'ufs:^ "
°-^

r"" ^'^^ ^'^"^ ^"^ -•• - «-
future time. ^ '

*'"•"*" '^'^^ ''' ''^^•-" '^ '''" P-'-V-'W^' at a determinable

foUowsr'
' '"' ' "" ^''^*'''^' ''" '^-^'' ^'^ <^^y - Which .t falls due .s determined as

and payab' o„ thotsi dfy of gl^.
''"""'" " "''"' ''^ ^^^ '""' -" "^ ^'" - ^-

Provided that

:

run from the date of tL accepLce
"" '" "^'*'' "^"^ *'"^ ""'^"^ ^^

(5) The term " Month " in a bill means the calendar month.

on thl S^^nu'mbTrefd; rh7mltin"w;icTr
'' 7""''' ''''' '^'^ ^^ '^^

it is dated-unless there is'no sue!" rmf^,* '^ ':^1T'''T ''' ^'^^ °" ^^'^^

ca^U^b^omesdueonthelastdayouLmoXttL^^^^^^^^^^^^^^^^

those payable after date, all have ZJdfy7o{ gr^S ! k. Kn ^T'-'u
^'''' ''^'^'' ^^

the acceptance should contain the date as uTs frn^ th ^ * ^ '"' ^* "^'^*' °' ^"^^ «'«»»*.

the time. In bills after da e the ft ^f ? " '^^^ °' acceptance we begin to count
run after the date in the heale

""''"^^ " "°* ^"^"^"^'' ^ ^^^ ^'^ b««'- to

ENDORSEMENTS.

payee should be the one to oresent tL nl T '^''*^ °^ maturity, the original

the date of payment the Xtavh/-" '"T"''
^'='"^^" *'^ ^^'« °^ '^^"« -^^

to another aVumber of tfmS The Zi£::jlfT ""'.

''T''''''
'^^ °"« P^^^

placed in the paper after the payee"! Z'^TL follows

^"^'^ '""^ ^"' " "'''^^^ " ^
A bill payable to bearer is negotiated by delivery that is hv cin.r,i. , ^

pai er as one would h.^^d over aa ordinary bl k7o'te A bHI n k"^
'^"^ °^"" *^'

•"> Li<uiK note. A bill payable to order requires

... ^fS2ft'
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eniiorscment to opi-rate as a iieeotiatinii, mint

M

i

enclors«int'iit. According to tin- Act, tli

comply with tlie following comlitions

:

(a) h must bo written on tiic bill and bv signed by tin: i'ndors«-r. Th.- simple signature
of tin; endorser on the bill, without additional words, is sufficient.

(6) It must be an rndorsimen* of the entire bill. A parti;il endorsement, that is to say,
ai; endorsement which i«:rporfs to transfer to the endorsee, a part only of the amount
payable, or which purports to transftr the bill n two or more endorsees severally, doiS
not operate as a negotiation of the bill.

(c) Where the bill is payable to the order of two or more payers or id..rk;es who are
not partners, all must endorse, uidess the one endorsing has authority to m dorse for the
others

While the Act docs n"t specify the position of the endorsement, business custom dictates
that it sluU] be written across the back of the left hand end of the pajKT. While the
endorsement is thus ordinarily placed to show the transfer of tiu' |)aper, a signature placed
on the back of the paper is an endorsement, even though the person thus sigiung never
owned the paper, and th, lefore nev.r transferred it. In such a case the endorser is simply
lending the strength of his name and security to the paper, for the acconmiodation of some
other person.

Again, wt find that different writings on the back of the paper are spoken of as
endorsements, while they really do not come within the meaning of the term as defined
by the Act. For instance, the back of a paper is a convenient place to note the receipt
of any partial payment on the paper and hence we have an " endorsement of receipt." Again,
the back of the paper is a convenient place to note an identification, and again we have
an " end -rsement of identification."

The following forms will illustrate eiidors.inents commonly used under different

circumstances.

Endorsement in Blank.

John Jones.

By this endorsement the paper is made transferable. John Jones is held liable m c<ise

the maker should fai' -> pay, and the paper can hereaftei be transferred simply by
delivery.

Endorsement in Full.

Pay James Smith or order,

John Jones.

This endorsement passes the title to the paper to James Smith, holds John Jones liable
should the maker fail to pay at maturity, and makes it compulsory for Jar lith to
endorse should he wish to transfer at any future date.

Restrictive Kvdcrsement.

Pay to James Smith only.

John Jones.

This endorsement transfers the paper to James Smith, holds John Jones liable, but
stops further negotiation of the paper. By this we do not mean that the ps er cannot be
transferred to any person at all, but that in being transferred it does not go us a negotiable
paper, that is anyone who takes it from James Smith takes it subject to all defences ar 1

set-offs.

m
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'Jitattfied i:ndor-.,ment

\\ilhouf rt-(f>urs«' t(i nir.

»Jt,";;!";::;;:. ;:,";:';;;;:::,: :;;; ;;

'",> ?'"'•*"
• "• .>

S/^fcific F.ndonement.

I'l'i <(.H,(i„„i nnlv im a.,.,lint of

J<'liii Jonts.
For deposil only to the en. lit of

^. J<''"i Joins.

the pC:rr:r2.:r.;::r!;;:f.:r ;"r:-"'">'
"—

«" ^^- -.h
for discount or colLctum.

*' ''"'"^ '" ^'"''"'S •' P-'J>^r to tlu bank

Emrsement of Identification.

James Smitli is litreby identiti,.!.

T-,
Jol"> Jones.

Endorsement of Guarantee

c ,
John Jones.

either direct fro. the holder o'r fhro^ "tl.:;:::;: j;"o;:r"'"
"'^'^ °^ '^'^"'""'"^•

F'^dorsement ol receipt of partial Payment
Kece.ved on the within note, March 17 100=; t,

'

. r> ,,., iuurcn I/, 1903 Twenty Dollars (820.00).

c ,
Jol'" Jones.

noted on the back of the paper I anv 1 1 '^ /'^ '^' ""'"'''^ '' -"voniently
endorsement on the b,.ck wl7d alwaysI TfrL;;:",'";;'

*° '""^'" ^"^" ^^P^^' '^^
note had been in part paid.

^ '^''' P''°spective buyer, that the

BOOKKEEPING IN CONNECTION WITH DRAFTS.
ILLUSTRATION NO 1

Jan. 3, I910.-John McDonald & Co., of Toronto soU H U'liof goods, $200, on one month's time.
V^-Hiams, of Ham.ilton, a biU

Feb. 3.—H. Williamcfi"^- tha* R n ^t
draws on I>.nn. ordering h.m to pa:;McD:;al7&r"as foS:'™

"^^ ^' '' ''^'^'^^^
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/^<,- ^ AH'^-yy></''j.-c^ t!^ l/f//a

N^ tfi//ir /•rr«/t'r//.ttti</ t/i(i»i/t /)' //ii in< ffift/ r/

r9

/on

»i<^

Hamilton, Feb 3, 1910.

Accepted. I- eh. 4, 1910.

R. r>(\\N.^

Notification o/ Draft.

R. Dunn, Esq..

Toronto, Ont.

Dear Sir,—
We have this day drawn on yoti at sight in favor of John McDonald & Co., for luio

Hundred Dollar'^ {82(X).(X)).

Please honor the draft and oblige.

Yours tr'ily,

H. Williams.

Feb. 4.—McDonald & Co.. on receiving thf draft take it to Dunn, wlio accepts It as

,. own. This will make the paper fall due on Feb. 7, but in business the paper is treated
usually as cash, as the acceptance in this cast simply gives the drawee time to arrange for

the payment.

H. Williams' entry :

John McDonald & Co.,

To R. Dunn

John McDonald & Co.'s entry :

Cash

To H. Williams

R. Dimn's entry

:

H. Williams

To Cash

$200 (for value given).

$200 (for value received).

$200 (becaus-j received).

$200 (for value received).

$200 (for vpJue given).

$200 (for amount paid).

ILLUSTRATION NO. 2.

John Smith, of London, is owing Samuel Jones, of Toronto, $500, due in 60 days. Jones

^ To go in red ink across face of draft.

I i

)l

lUt'
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Qc//o'OK>

^-^Ti:^^.

i^L<r-77^-^(yhy/-

\
^^s^'^^^.ti^^-iyi .-e<A.

Samuel Jones' untry

:

Wm. Brown
To Johi. inith

William Brown's entry:

Bills Receivable

To Samuel Jones
John Smith's entry :

Samuel Jones

To Bills Payable

AccepUd Jan. 12, 1910.

Payable at

Bank of Toronto.

JOHN SMITH.

^

$500 (for value given).

$500 (for value received).

$500 (because received).

$500 (for value received).

$500 (for value given).

$500 (because given out).

ILLUSTRATION NO. 3.

day.isR32. The e,l^ "u i' ^tZ"'
'''» P" «"'•*— »„ COO (o, «,

S. Jones' entry

:

T T I - ,

'*-^2 (allowed to him).

W. Brown^ ei:!;":

"""" ^'.'^ '^^ ^^^ ^-ed).

Bills RLCoivabli' «vin/vi i

T c T
9WJO.00 (paper received).

To DiscoHnf
^^^^ '^"'""^ ''"'^''^ fr"'" l'^)-

^° ""'°""*
$4.32 (allowed to us).

' To go in red ink across fa.-p of dr.ift.
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J. Smith's entry:

S. Jones

To Bills Payable
$500.00 (for value given).

$500,00 (because issu.d).

ILLUSTRATION NO. 4.

Sometimes drafts are used as a means of getting personally the amount of a debt.
Suppose that on Feb. 5 Brock & Co., of Toronto, soU a bill of goods to J. Ferguson,
Stratford. The amount, $500, is subject to draft at 60 davs. Just us soon as the goods
go forward they draw up a paper as follows

:

I:

t^

-^^l-a^/^ '^^<u^-
-//A-/-

/

This they take to the Bank of Montreal where they keep tiieir account and get it
discounted. That is, the bank buys the paper from tliem ana their account at the bank
is credited with the cash value of the paper.

Brock & Co.'s entry :

Cash or Bank $495.68 (amount received).
I^'scount $4.32 (aUowed to others).

To J. Ferguson $500.00 (received from him).

Bank's entry

:

BiUs Receivable $500.00 (because received).
To Brock & Co. $495 •« (deposit increased).
To Discount $4.32 (allowed to us).

The paper is sent by the bank to its branch in Stratford and presented to Ferguson for
acceptance.

Ferguson's entry :

Brock & Co. $500.00 (value given to them).
To Hills Payable $500.00 (because issued).

ILLUSTRATION NO. 5.

Up to this time we have been dealing u ith what might be called personal drafts. Some-
times, however, it is not possible for the person who owes monev to find some other person
on whom he may draw. In such a case our banks serve the purpose of the business man,

m
lit

?;!'
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by seUing what are known as Bank Drafts. Suppose, for instance, that John White of
VVoodstock, IS owing Wyld, Grassett & Co., of Toronto, «300 for goods bought. He cannot
find any one m Toronto who owes him money, and on whom he could draw, so he goes to
the Bank of Commerce in Woodstock, the head office of which is situated in Toronto and
deposits m this Woodstock branch 8300.75. The bank will then issue him an order or
draft directmg the Head Office in Toronto to pay Wyld, Gra.sett & Co. 8300 This draft
which IS known as a Bank Draft, White encloses in a letter to his creditor in Toronto. The
75c. that he pays is the bank's charge for exchange.

White's entry on buying the draft

:

Wyld, Grassett & Co. 8300.00 (value given to them).
Exchange .75 (p^ij to bank).

To Cash 300.75 (paid out).
When this paper reaches Toronto it can be cashed for 8300 at the Canadian Bank of

Commerce.

Wyld, Grassett & Co.'s entry :

Cash

To J. White

The paper used appears as follows :

8300.00 (received).

8300.00 (value received from him).

The Canadian Bank of Commepee
«300

yVo. 56

IVoodstock, May 28, 1910.
Pay to Wyld, Grassett & Co or Order

'Chree Hundred 00 n^]t„,,
UK) Uoltars,

and charge to this Bank.

"Co Canadian Bank 0/ Commerce ) . 1=. »„^„
f J. F. BROWN. Manager.

'Coronto, Ont. )
»• f. SOMERS, Accountant.

In buying this draft it would be necessary for John White to fiU out a requisition form
and hand it to the teller with the total amount of money required and in return the draft
IS issued to him.

Requisition Form.

The Canadian Bank of CommePce
Woodstock, May 28, 1910.

ReqlUre^ a Draft on 'Coronto

In favor of Wyld, Grassett & Co
For the sum of Vhrec Hundred 'Dollars..

^o
• • • Par $300 00

Exchange one-quarler . per c. 75
C hecked hy

A , , ,
*300 75

j
Applicant—John White.



99

The following sets are intended to exoiriplify tlie tluory and usi' of drafts from a

business standpoint. The student is recommended to exiimine carefully the business

relation existing in each case where a draft is used, and to note how this relation is affected

through the negotiation of a draft. The books used are Journal and Ledger. ^

MEMORANDA FOR JANUARY AND FEBRUARY.

For the purpose of this and succeeding sets the student should secure the envelope of

Senior Forms and Vouchers.

The student will assume sole Proprietorship and conduct a Tea and Coffee Business,

investing the following Resources and owing the following Liabilities :

RESOURCES.

On deposit in Molson's Bank (Debit Cash), no Bank .\ccount in Ledger $3,500 GO
Store and Lot, No. 186 Yonge St., valued at 5,000 00
Bennett Brothers, Hamilton, owe on account 500 00
Geo. H. Crowe, Guelph, owes on account 680 50

Perry & Small, Brantford, owe on account 816 88
Chas. L. Wood, City, owes on account 450 00

LIABILITIES.

Cole & Dent, Guelph, due them on accoimt $1 ,500 00
G. B. Merritt, Hamilton, due them on account 1,675 25

1. Bought of Lannin, Dent & Co., Montreal, on account, at 60 days, the following invoice

of goods received this day by C.P.R. freight hne : 20 hf. ch., 1,000 lbs.. Oolong

Tea; 20 hf. ch., 1,400 lbs., Y. H. Tea; 30 hi. ch., 2,250 lbs., Japan Tea;

10 hf. ch., 600 lbs., English Breakfast Tea ; 50 Mats, 3,750 lbs., Java Coffee
;

10 bags, 1,250 lbs., Maracaibo Coffee ; 10 bales, 1,500 lbs.. Mocha Coffee ; 15 bags,

1,875 lbs., Rio Coffee. (See Price list at end of Set. Rule up and show neat and
correct copy of invoice.)

3. Sold Geo. C.owe, Guelph, on account, at 15 days, 5 hf. ch., 375 lbs., Japan Tea ; 5 hf.

ch., 350 lbs., Y. H. Tea; 10 mats, 750 lbs., Java Coffee;, 5 bags, 625 lbs., Rio

Coffee. (Show invoice.)

i

SHIPPING BILLS.

In shipping goods by freight it is necessary to make out a Bill of Lading or Shipping

Bill. Forms of these bills are generally supplied to shippers by Railway Companies. The
present form of the Bill of Lading came into use on October 1st, 1909. The document is

in two forms, viz. :
" order " bill of lading, which is a negotiable document, yellow in color,

which must be surrendered to the Railway Agent at destination before delivery of the goods,

and the " straight " bill of lading, which is printed on white paper and is not negotiable.

Both the " order " and " straight " bills of lading are issued in sets of three, viz. : the

original document, the shipping order (which is retamed by the Railway Agent), and

thirdly a memorandum acknowledging that a bill of lading has been issued. This is

retained by the shipper.

The student will make out for practice the Shipping Bill illustrated, and others where

indicated in the text.

a^
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GRAND TRUNK RAILWAY SYSTEM
STRAIGHT BILUOF LAOING-ORIGINAL-NOT NEGOTIABLE ""'^' "^

RECEIVED. .ab,^.o „. .L,.^.,.,, .^„,, ^ ,„.,. „ ^^^ ^, ^^^^^ ^^

77m Riie 0/ Fre^/K /rem

this Originii BOI o( Uding,

n/^

.

n ap(.an;nl Rood order, utiTpt as notfd
iK-low. which said rr,m,,jpy

-*!^<^^ --c^^-fT-tt^i^ey
, lSI*il A.J,lr«M—Nut for piupowaof Dehnry )

f Province nr C/i,^^
\ State of

-^ ''^•^»r County of..

Car \'c

If charqcR art to be pre-
paid, write or stamp here'To Le Prepaid."

\-\ STRAIGHT BILL OF LADING, ORIGINAL,
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3. Drew a sight draft on Bennett Bros., Hamilton, for $500, and deposited same in

Molsons Bank, less | % charged for collection.

Write up, in proper form, on foolscap paper, the draft called for above, after which
make the entry for the transaction in your Journal. Write up, in like manner, all of the
drafts where directed to do so, and after completing the work of the month, present your
books, together with the drafts and other forms, to the teacher for approval.

3. Remitted Geo. B. Merritt, Hamilton, a draft for $500 drawn by the Molsons Bank
here. D. Brodrick, Manager; J. Boulton, Accountant, on the Molsons Bank,
Hamilton. Issued check for draft and | % exchange.

5. Received cash of Chas. L. Wood, to apply on account, $200.00.

.\ 6. Accepted, payable at Molsons Bank—Cole & Dent's draft, dated Jan. 3, at 13 days,
favor Bank of Commerce, 8356.80. (Write the draft, including acceptance.)

7 Paid W. J. Gage & Co.'s bill for office books, furnished Jan. 1st, in cash, $35.00.

8. Sold John Gibson, City, for cash, 2 hf. ch., 100 lbs.. Oolong Tea ; 1 hf. cli., 70 lbs.,

Y. H. Tea ; 2 bales, 300 lbs., Mocha Coffee.

8. Deposited cash in Molsons Bank, $200.00.

>9. Drew on Perry & Small for $300 at 45 days, favor of our bank. Discounted draft.

Bank Charges, 5 % and ^% for collection.

10. Bought of the Taylor Safe Co., a safe for office, $250.00. Paid for same by cheque
on Molsons Bank,

10. Drew on Geo. H. Crowe for $680.50, in favor of our bank, at 30 days from date.

Discounted this draft. Bank charges 5% and i % 'or collection. Remitted
Cole & Dent our check for $676.57.

\ 10. Sold Bennett Bros., Hamilton, on account, at 30 days, 10 hf. ch., 700 lbs., Y. H. Tea ;

10 hf. ch., 750 lbs., Japan Tea; 20 mats, 1,500 lbs., Java Coffee; 5 bags,

625 lbs., Maracaibo Coffee. (Make out shipping bill.)

10. Accepted payable at our bank, G. B. Merritt's sight draft on me dated Jan. 8 in

favor of Bank.of Montreal for $250.

U2. Bought of Fennell & White. City, on account, at 30 days, 20 hf. ch., 1,400 lbs.,
'

Y. H. Tea ; 10 hf. ch., 600 lbs., E. B. Tea ; 10 bales, 1,500 lbs.. Mocha Coffee
;

10 bags, 1,250 lbs., Maracaibo Coffee. (Show invoice.)

A 13. Accepted, payable at Molsons Bank—Lannin, Dent & Co.'s draft, $475.50, dated

Jan. 10, at 12 days, in Javor of themstUes, and transferred by full endorsement
to Bank of Hamilton. (Write the draft, including acceptance and endorsement.)

13. Paid J. & J. O'Malley's bill for office, furniture, by cheque on Molsons Bank, $200.00.

15. Sold Hamilton & Bell. Collingwood, 5 hf. ch., 250 lbs.. Oolong Tea ; 10 hf. ch., 750
lbs., Japan Tea ; 10 mats. 750 lbs., Java Coffee. (Make out Shipping bill.)

Received cash for one-half of the invoice, balance on account, 30 days.

15. Drew from the business for private use, $100.00, by cheque on Molsons Bank.

-
^
16. Drew a draft at 30 days from Jan. 10, on Bennett Eros., Hamiiton, in favor of our

bank for the amount of the i voice sold them on the 10th inst. Discounted the

.1 :

! -

I

I
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31.

draft at Molsons Bank and receivod credit for saini.-. loss discount 5"^ and collection

J%. (Writo tho draft, including endorsement.)

Prepai.l L.innin, Dent & Co.'s draft, $500.00, dated Jan. 15, at 45 days, favor of
Bank i)f Hamilton, less 46 days' discount, by clieque on Molsons Bank.

Sold Perry & Small, Brantford, on account, at 10 days, 10 iif. cti., 700 lbs., Y. H.
Tea; 5 bags, 625 lbs., Rio Coffee; 10 mats, 750 lbs., Java Coffee. (Make out
shipping bill.)

Received of George H. Crowe, Guelpli, in full payment of his invoice of Jan. 3, a
draft drawn by tiie Traders Bank, Guelph, W. .\. Beers, Manager, J. G. Ironside,
Accountant, on the Traders Bank, Toronto, in my favor. (Write the draft.)

My acceptance of 6th inst., due to-day, has been paid by Molsons Bank, and charged
to my account.

Deposited m Molsons Bank the draft on Traders Bank, received on the 18th inst.

Bought of Lannin, Dent & Co., Montreal, on account, at 60 days, the following mvoice
'

of goods, received this day by C.P.R. freight line : 40 mats, 3,000 lbs., Java Coffee ;

20 bags, 2,500 lbs., Rio Coffee; 10 bales, 1,500 lbs.. Mocha Coffee; 10 hf ch

'

600 lbs., E. B. Tea
; 20 hf. ch., 1,500 lbs., Japan Tea (Show invoice!)

Drew or. Perry & Small at 30 days for $516.88. Discounted the dr.-.ft at our bank
and had proceeds placed to our credit. Collection charges | % in addition to
the discount.

Remitted Fennell & Wliite our cheque for $513.84.

Deposited cash in Molsons Rank, $500.

Sold Bennett Bros., Hamilton, on account, at 30 days 10 mats, 750 lbs., Java Coffee
;

5 bales, 750 lbs.. Mocha Coffee ; 5 hf. ch.. ^75 lbs., Japan Tea.

My acceptance of the 13th has been paid at Molsons Bank, and charged to my account.

Received of Chas. L. Wood, cash to apply on account, $100.00.

Sold to G,i. H. Crowe, Guelph, on account, at 30 days, 5 hf. ch., 300 lbs., E. B. Tea ;

5 bags, 625 lbs., Rio Coffee ; 10 mats, 750 lbs., Java Coffee.

Drew a sight draft on Perry & Small, Brantford, for invoice o* Jan. 18th, in favor
of myself, and deposited same in Molsons Bank, receiving credit, less bark's charges
for collection, J %.

Paid C.P.R. 's freight biUs for the month, in cash, $11.65. (Debit Mdse., Acct.)

Accepted payable at Molsons Bank, Cole & Dent's draft, $300.00, dated Jan. 26th,
at 14 days, in favor of Bank of Commerce.

Deposited cash in Molsons Bank, $100.00. <»

Received of Hamilton & BeU, for balance of invoice sold them Jan. 15th, {heir note
in our favor at 15 days.

The valuation placed upon the Store and Lot, the 1st inst., being $500.00 too high,
have made an entry correcting the same.

Paid employee's salaries for the month in cash, $125.00.

^s^mmm^M^rM'MSSLmL^MiSw^i&'&.-i . .3[^!§mK^B^jmsmss^ '^r^^^M
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PRACTICE IN HANDLING MODERN APPLIANCES.

POSTING AS BY CARD SYSTEM.

/^ryK^^???.^.-.,^^

THE CAKD LEDGER

In posting the work for the months of January and February the stuuotit will be required
to do the work as illustrated in the article on Modern Methods, under the heading " The
Card System." To do this he will obtain the necessary supp.y of cards, post the different
accounts, fasten the cards together by a paper clip and liand them m with the rest of the
work for inspection. When certified as correct, the different cards must be filed at the
ead of February, under the teacher's supervision, in a card tray.

ML

INVENTORIES, JANUARY 31, 19..

20 mats, 1.500 lbs., Java Coffee.

15 bags, 1,875 lbs., Maracaibo Colfeo.

?3 bales, 3,450 lbs,. Mocha Coffc-e.

bags, 2,500 lbs., RjoCoflee.

MERCHANDISE.

25 hf. ch.

20 hf. ch.,

13 hf. ch.

A hf. ch.

1,500 lbs., EnglLsh Breakfast Tea.
1,500 lbs., Japan Tea.

650 lbs.. Oolong Tea.

980 lbs.. Young Hyson Tea.

EXPENSE.—Office Safe, $250.00; Office Books, $35.00; Office Furniture $2000) Total
$485.00.

REAL ESTATE.—Store and Lot, $4,500.00.

You will now post. After completing the postmg, make out a Balance Sheet, and
close the accounts, showing losses and gains, preparatory to admitting a partner on
Feb. \.

After completing the work, as instructed above, present your books, and the forms
called for iu the Text, to the teacher for approval. Deliver perfect Balance Sheet, and
also Trial Balance, of your balances as bionght down for February Ist, also statemwit of
Resources and Liabilities, Losses and Gains, to be filed, and proceed with next line of
work.

7.5^Wfi
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BUYING PRICE LIST FOR JANUARY AND FEBRUARY.

Description Quantity Price

Ja, an
Tea

Oolong
Young Hy-on
English Breakfi St

Rio
Cvffce

lava

Mocha
Maracaibo

75 lbs. Hlf. Ch 25c. lb.

50 45c. lb.

70 33ic lb.

60 3(K-. lb.

125 lb. Bag..

75 •• Mat..
150 ' Ball.

I2jc. lb.

20c. lb.

25c. lb.

125 " Bap lejc. lb.

SELLING PRICE LIST FOR JANUARY AND FEBRUARY.

DeSCRIViION Quantity Price

Tea
Japan
Oolong
Yourg Hyson
English Breakt.it

Coffee
Rio
Java
Mocha .

.

Maracaibo

75 lb. Hlf. Ch : 30c. lb.

50 " " 50c. lb.

70
i 40c. lb.

«» 37jc. lb.

125 lb. jsag 15c. lb.

75 " Mat 25c. lb.

150 " Bale 30c. lb.

125 *• Bap 20c. lb

Section 15.

CHANGE FROM SINGLE OWNERSHIP TO PARTNERSHIP.
MEMORANDA OF TRANS.ACTIONS FOR FEBRUARY.

1 P.

1. P. Mcintosh has this day been admitted as an equal partner, the firm name to be
" Student " & Mcintosh.

Mcintosh invests a note made by Harry Powell, in his favor, secured by the
endorsement of Wm. Gordon, dated Feb. 1, 19 at 20 days, vith interest, and
transferred by the payee to the new firm by a fuU endorsement, $3,000.00. (Write
this note, including the endorsement.) Mcintosh, .-ilso invests c.-ish for the balance
required to make his in Tstment equal to Student's present worth.
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' Student " & Mi Infosh

i% exchange.

9

10,

12

13

15.

17.

18.

18.

20.

21.

23.

24.

26.

I. Transferred Student's credit in Molsons Bank to credit of
also deposited cash, $4,000.00. (MLmorandum only.)

I Sold Perry & Small, Brantford, on account, at 15 days, 5 hf. ch.. 300 lbs E B Toa •

10 hf. ch., 750 lbs., Japan T.'i
; 10 mats, 750 lbs., Java Coffee ; 5 b.lgs 625 lbs

'

Maracaibo Coffee
; 10 bales, i,500 lbs., McKha Coffei-.

I. Prepaid Lann.n, Dent & Co.'s draft on us, dated Feb. 2, at 30 days, favor of Bank of
Hamilton, by cheque on Molsons Bank, less 33 days' discount, for balance <iue
them on invoice on Jan. 1.

.
Took out policies of Insurance with I.anc.ishire Insuranc.. Company, Love & Hamilton

agents, $3,000.00 on building and $5,000.(k> on stock. Paid Premium by ch.que
on Molsons Bank, $120.00.

. Remitted G. B. Merritt cheque for $300 on account.

. Received cash of Chas. L. Wood, in full of account.

.
Sold Hamilton & Bell, CoUingwood, on account ut 30 days, 10 hf. rli. 600 lbs E B

Tea
; 10 hf. ch., 500 lbs., Oolong Te.i : 10 hf. ch., 700 lbs. Y U Tea KS Ings

1,875 lbs., Rio Coffee
; 5 bales, 750 lbs

.
Mocha Coffee.

Deposited cash in Molsons Bank, $750.00.

Bought at Molsons Bi \]i, by cheque, a draft on Traders Biink, Guelph, ;

and remittud san,.- to Cole & Dent, to balance account.
Accepted, payable at Molsons Bank, Lannin, Dent & Co.'s draft on us, favor Bank of

Hamilton, dated Feb. 9th, at 40 days, in full of invoice of Jan. 20th
Bought of Gordon & Brown, .Montreal, on account, on.- half subject to draft in 15 ,1 lys,

balance m 30 days, the following invoice of goods received this d.iy by C P R Fast
Freight

:
40 hf. ch., 3,000 lbs., Japan Tea ; 50 hf. ch., 3,500 lbs., Y. H. Tea ; 20

bags, 2,500 lbs., Maracaibo Coffee; 10 b.igs, 1,250 lbs., Rio Coffee- 10 hf ch
500 lbs.. Oolong Tea

; 40 mats, 3,000 \U.. Java Coffee ; 20 bales, 3,000 lbs.. Mocha
Coffee.

Acceptance of 30th ult., due to-day, has been paid and charged in at Molsons Bank,
bold Samuel Collins, of Barrie, on account, at 60 days, 20 hf. ch., 1,400 lbs Y H Tea -

20 mats, 1,500 lbs., Java Coffee.

Gave Fennel & White our cheque on Molsons Bank to bal.ince account
Received of Perr>' & Small, to pay invoice of Feb. 2, their note in our favor, at 60 days,

for $500, also their draft, in our favor, on The Merchants' Bank ior the balance
of the invoice, and for 63 days' discount on the note.

Received cash for Hamilton & Bell's note of Jan. 31st, due to-day.
Deposited cash in Molsons Bank, 8500.00.

Sold Geo. H. Crowe, Guelph. on account, at 30 days, 10 hf. ch., 750 lbs., J.ipan Tea
5 hf. ch., 250 lbs.. Oolong Tea ; 20 mats, 1,500 lbs., Java Coffee.

Received bank draft from Bennett Bros, for amount of invoice sold them Jan. 23rd.
Deposited draft. Remitted G. B. Merritt our cheque for amount of above draft.

Hamilton & BeU, having failed in business, have compromised with their creditors
at fifty cents on the dollar. Received from them cash, on this basis, for invoice
of Feb. 6, and closed their account.

Received cash of Harry Powell, in full, for his note invested bv Mcintosh, Feb. 1st, due
to-day, with interest^ and deposited the cash so received in Molsons Bank.

'

Drew sight draft on George H. Crowe, favor of oursclv.js. for a-moimt r.f ir.voi-e sold
him Jan. 27th, and deposited same in Molsons Bank, to our credit, less collection,

i per cent.
'ii*
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28. Accepted Gordon & Brown's sight draft on us in favor of tht-ir bank for i of invoice of

10th uist.

28. Sold Miller Sc IVnd, of OakviUe, account, at 30 days, 10 mats, 750 lbs
, J^va Coffee

;

15 biigs, 1.875 lbs , Rio Coffee . 8 iif. ch., 400 lbs.. Oolong Tea ; 10 hf. ch.. 600

lbs., E. B. Tea.

28. Drew a draft on Samuel Collins. H.irrie. favor of ourselves, at 45 days from date, for

invoice sold Innj 13th iust. Discounted draft and had proceeds placed to our

credit. Bank charges for collection, J%.

28. Paid employee's salaries for the month in cash, $150.00.

28. Deposited casli in Molsons Bank, tSOO.OO.

INVENTORIES. FEBRUARY 28, 19.

40 hf. ch.. 3,000 lbs . Japan T. a

34 hf. ch., 2.380 lbs , Y. H Tea.

MERCHANDISE.

I 30 h,iKs. 3,7.51) lb.s

I 28 bales,

and Office Furniture,

Maracaibo C'otfeti.

4.200 lbs.. Mocha Coffee.

EXPENSE.—Safe, OHice Books and Office Furniture, valued at 10% less than cost,

$436.50. Insurance.—Unearned premium. $110.00. Total, $546.50.

REAL ESTATE.—Store and Lot, $4,500.00.

You will now post, make out a Balance Sheet, Proof Trial and usual Statements, and

clcje the Ledger completely, as this work has no connection with what follows

FOREIGN EXCHANGE.

In dealing with foreign firms it becomes necessary to open what are known as Foreign

Accounts in our books. Such accounts are always personal accounts and necessaiily involve

the use of foreign currencies. For this reason foreign Journal and Ledgers are provided

with columns for both the foreign and domestic currencies.

Every transaction with a foreign firm does not necessarily affect ti.e Foreign Account

of that firm. In fact it is quite possible to have both a Foreign and Domestic Account with

the same firm. In dec! ling which account is to be affected by i' transaction the deciding

question is, where is the debt, on which the transaction is founded, payable ? If payable

here the Domestic Account is affi> ted, and if payable in a foreign country the Foreign

Account is affected.

In closing a Ledger in which there are foreign accounts it is necessary to deal with all

such accounts, according to the following method, before even the Trial Balance can be

stnick.

(1) Balance the Foreign Currency columns, extending the amount of this balance, at par.

into the Domestic Currency column. The title for this entry will be " To Balance " or

" By Balance."

(2) Balance the Domestic Currency columns. The title for this entry will be " To

" Exchange "or "By Exchange."

(3) Carry this Exchange amount to the Exchange account.

(4) Rule and foot the Foreign Account, bringing the Balance entry below the ruling

on the (.pposite side. The amount in Dollars of this Balance will give the figures to be used

in the Tri.il B.il.anee.

We append an illustration of the method of dealing with such accounts in the Joiunai

ai .d Ledger.

-s*!':^'.. -rV. •mW :^^.-»l
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Mar. 4. Rectiv.d from W. Boyd, Liver|)ool, Mtls.., ordered l.y us on F.b. 16 invoiced
at £^.(>40.I2.6 at W) days. ExchaiiKr, lOOi

Ma\ 7. Wc remit Boyd a BiU of Exchange. £1,000 in part sk-ttlement of lui account.
Excliange, 109.

aO We tm.l J, White, of Liverpool, IS owing us for the proceeds of a consignment
of S.UK) bbls. of Apples. We therefore draw on him at sight in favor of
W. Boyd for £900 when Exchange is 106).

Journalize the above and show Hoyd's London account in the Leilgtr pi<.|)erlv h.ilanied,

Toronto. March 4, l9;o.

If

11

1910 i

March 4 Mdse. Dr.

To W. Boyd's F.A

May 7 Boyd's F. A.. Dr.

To Cash

20 Bovd's F. A., Dr.
To White's F.A.

Di

£

1000 u

i

2040 12 8

900 ()

I I ;. 900

W. Boyd's F. A.

$ 1 t c

9931 (*4

9931 04

4844 44

4844 44

4340 (H)
.1 4340 (K)

Cr.

1910
i

May ! 7 To Cash
" 20 To White's F. A
" 31 To Balance

31 To Exchange

lOOol 0<!4844

900
140

2040

OI'434O0O

44 Mar.

12 6 684

12

6222

6|;9931

c : 1910

38

04

4 By Mdse

May {31! By Bal.

204012

204012

f

9931

9931

140121 6|| 684

c.

04

04

38

III

i
" '

I!

I

11

Section 1 6.

CASH BOOK AND BPLL BOOK.
The April and May sets are intended to illustrate the use of the Cash Book and the BiU

Book as books of original entry Heretofore, we nave used a journal only for our entries.
Now we intend to divide th(> work of rgrnrdrng the entries ui.ionK the three books. Tl.is,
of course, meanf ^l.at some of the entries we have heretofore kept in the Journal wiU
disappear from it, ocme of them g^ing to the Cash Book and some to the Bill Book.
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CASH BOOK -RECEIPTS.

Date Memnr.inda

Apr.

May

I

I

a

18

20
at

2-
27

29

2U

I

>li.i iiivoiinciit

MM' Ill's

On .count
<'i Kcciiint

' .1 i. sales

• >! rciiunl

t'll llHlllt

J.
>^

I. 0'M.,ll.y8 nnte
On .( iiiiint

I'' trr'- ni»ti'

Ihicreat on above

Credit Accts.

U N. sliaw

Miiik'iit

I & F. O Malley
|. I< Blown

.]. R. BroMii

I Irwin & Son
liills Kfc.

J. A I. (VMallev
Bills tie<-.

Int. and Dim.

Fo. Siindrtc*. Total*

$I,5(N) INI

I.S(NI IN)

211(1 (XI

2(NI (Kl

H B.

H. B.

KM) (N)

75 Ot)

2(X) 0()

400 00
u.'i.;.

v-j 14.735 85

$4,735 85

b.il.intc $2,145 35

As an Illustration of tlu- form ot tlus.. books wr have, in part, arranged the entries for
April. The student will us.; tlies.^ forms to- models and, as iisii . make a draft of the Journal
Ca,sh Book and Bill Book, with pr-iHi .ntries. in scribbler for checking. The work wiU
then be tr;uiscribed into the proper blanks

The p<7sting of the b<x,ks will be the n.xt work, and is done in the following manner •

Starting with the Journal, jxjst as you h ivr l)een in the habit of doing. Then take the
Cash B.x)k in hand. Carry the total amcunt of cash received to the Dr. side of the Cash
account III the Ledger, lo balance this .igur.. credit each account, appearing on the left
side of the Cash Book, with the liK-ure set opposite it. N. xt carry the total amount of cash
paid to the credit side of the Cash account in the Ledger. Then balance this figure by
debiting each account appearing on the nglit side of tli. C.isli Book with the figure set
opposite it.

VVe an.- quite well aware that some adv.v.ife the plan of U.iviug the Cash account out of
the Ledger aii-gether when a Cash Book is kept. Of course the D,bit and Credit footings
or the Balance will be carried into tli.- Ln.il Balance. We believe, tb Mgl., that the Ledger
should contain all tli, .ircoiints of the busii oss. and confusion is apt to l,)llow, not to speak
of omissions where all the data for the Tn d Balance is to be looked for at different places
Very especially is this the case with young b....kkt«pe. „ or those who are m.iking study of
the subject for the first time.

The BUls Receivable Book will be the next. Carry the footing of the left ..de of the
book to the Dr. side of BiUs Receivable account in the Ledger, and the footing o* the right
side of the book to the Cr. side of the BiUs Receivable account. Complete the p< -sting of
this book, crediting each account appearing on the left side with the figure appearing opiHJsite
It. In the Bills Payable Book this operation is reversed. Carry the footing of the left side
of the book to the rr. side of Bills Payable account. Tl.en debit each account appearing
on the left side of the book for the amount ict opposite it.

Note.—When, in posting the separate accounts from any of these books, we come
across on itciu that is checked in the loho column with the initials of another book we
omit the posting of that item. Study out the reasons for each step as above ouUined
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CASH BOOK-PAYMENTS. 68

Date Mfinorjiida l)tl)it Atct*. Fo. Sundries Tot.tu

I».J
'

—
Apr. 4 ()i» At" ouiit M. Du.i.ild & Co. $.S4N) IN)

' 10 Offiif H<)iik-> KX|H'IIS0 25 (1)
15 Oil .inouiil B. Uft. 1). M. Liifii 2()l> 00
15 ExrliiUiKf J% on .ilxiVf Coll. & Kxi lunge \' '•

17 VVitlidrawal VV. N. Sluw 50 (K)
24 o..,i lixDi-n-f

Bil s Pay.
15 00

25 Ai;ie(iluru:t? ilui; to-<l.iy B. B.
27 Oil account

J. McDon.iKi .S(K) IN)
3() Sal.iry ICx|H;n.He

j

100 00 12,590 SO

•

B.iiaiice (::j;

)

2,145 35

14,735 85

PARTNERSHIP.—No. i.

In these Sets the v^iish Book and Bill Hook-i arc to be kept with the Journal Day liook
as books of origin i ei, ly. The \>oitmr, is to be done at the end of e;u h month, and a
complete Balance Sheet mad- each case. Xo bank account kept in Ledger.

April I.

10.

MEMORANDA FOR APRIL AND MAY.

Student and VV. N. Shaw form a partnership to conduct a CarjK't business. They
invest equal amounts and share gains and losses equally. Student is to receive
$100 i)er month as salary for extra services. (Memo, in Day-Book.)

The Cash investment of each partner is $1 ,500. The amount is paid in,

and .Articles of Partnership executed this day.

[Note to Student.—In opening your Cash Book, leave the first page
blank and commence on the second page, so that the receipts and disbursements
will ap[H,ar on opjxwite pages.]

Bought of J. McDonald & Co., Tf>ror.'j, on arcf.unt, 500 yds. Moquette ; 500
yds. Body Brussels; 1,000 yds. Ingram: 1,000 yds. M.itting . 2,000 yds.
Lining.

Sold J. & J. O'Malley, on account, 200 yds. Body Brussels ; 100 yds. Moquette
;

400 yds. Lining.

Paid J. McEton.ild & Co., Cash, to apply on account, $500.00.

Bought of D. McLaren & Co., Montreal, on account, 500 yds. Tapestry Brussels;
400 yds. Axminster

; 300 yds. Wilton ; 500 ytls. Oil Cloth ; 500 yds. Linoleum.
Received Cash of J. & J. O'Malley, on account, $200.00.

Sold Jas. R. Brown, City, on account, 200 yds. Tapestry Brussels ; 100 yds.
Axminster ; 100 yds. Wilton ; 200 yds. Oil Cloth.

Received of j. &. J. O'Malley, on account, their Note at 10 days, payable Traders
Bank, City, riOO.OO. (Enter in Bill Book for posting.)

Paid Brown Bros." bill for Ofi&ce Books, in Cash. $25.00.
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Ml

12.

13.

April 11. Gavu J. McDonald & Co. our Note, at 20 days, payable at our office, to apply
on account, $500.00. (Enter in B. B., for posting.)

Received Cash of J. R. Brown, en account, $200.00.

Sold Adams & Co., City, on account, 100 yds. Moquette ; 200 yds. Matting ;

100 yds. Tapestry Brussels; 100 yds. Linoleum.

15. Remitted D. McLaren & Co., Montreal, Cash, on account, $200.00, by Bank Draft.

Exchange, i%.

16. Sold R. Potter, on Ins Note at 10 days, payable at Molsons Bank, with interest.

100 yds. .-Vxminster ; 100 yds. Body Brussels ; 100 yds. Tapestry Brussels.

(Note.—Charge Potter in Journal with the Mdse. sold and credit him in the
BiU Book.)

W. N. Shaw drew cash from the business, for private use, $50.00.

Sold for Cfsh, 100 yds. Matting ; 50 yds. Oil Cloth.

Accepted D. McLaren & Co.'s draft on us, favor Baiik of Montreal, at 3 da)rs'

sight, payable at our office, to apply on account, §1,200.00. (Enter in B. B.

for posting)

Received Cash of Jas. R. Brown, on account, $100.00.

Sold John Irwin & Son, 100 yds. Tapestry Brussels ; 300 yds. Matting ; 200
yds. Linoleum. Received Cish, $75.00. Balance on account. (Note.—Enter

.
the whole bill in Journal, debiting Irwin, then credit him in the Cash Book.)

Received Cash of J. & J. O'Malloy, for their Note of 9th inst., due to-day, $200.00.

(Enter in C. B. and B. B. for posting. Check.)

Bought of J. McDonald & Co., City, on account, 400 yds. Body Brussels; 300
yds. Moquette

; 200 yds. Velvet ; 300 yds. Wilton ; 200 yds. Axminster.
Paid Cash for Coal for use of store, $15.00.

Sold J. R. Brown, on account, 300 yds. Ingrain ; 200 yds. Moquette ; 100 yds.

Wilton.

Paid our acceptance of 19th inst., favor Bank of Montreal, due to-day, in Cash.

, (Enter in C. B. and B. B. for posting. Check.)

Received of Adams & Co., City, their Note, at 60 days, endorsed by John Bell,

payable at Bank of Toronto, City, in full, for invoice of t' 13th inst.

Paid J. McDonald & Co., Cash, on account, $500.00.

Sold J. & J. O'Malley, 400 yds. Moquette ; 200 yds. Body Brussels ; 20C yds.

Linoleum. Received Cash, $400.00. Balance on account.

Received Cash of R. Potter, for his Note of 16th inst., due to-day, and 13 days'

interest on the same. (Enter in C. B. and B. B. for posting. Check.)

Remitted D. McLaren & Co., Montreal, our note at 15 days, with interest, payable
.at our office, to apply on account, $300.00.

"
17.

"
18.

"\. 19.

" 20.

" 20.

" 22.

• 23.

" 24.

" 25.

" 26.

'•

27.

'•
27.

''
29.

" 30.

30. Student drew his salary, for extra services for the month, in Cash, $100.00.

n i
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Selling Price

Per Yd.

$ c.

. 2 50

. 1 35

PRICE LIST FOR APRIL AND MAY.
Buying Price

Per Yd.

$ c.

2 00 Axniinster

1 10 Body Bnissels

57J Ingrain

06 Lining

67J Linoleum

J 25 Moquette

47i Matting (Cocoa)

331 Oil Cloth 50
65 Tapestry Brus 6 90

1 12i Velvet
"

1 374
2 10 Wilton 2 65

PRACTICE IN HANDLING MODERN APPLIANCES.

POSTING AS BY THE LOOSE LEAF LEDGER SYSTEM.
In posting the work for the months oi April and May, and in all succeeding sets, the

student will use " The Loo= - Leaf Ledger." For this purpose it will be necessary to secure

a binder and a supply oi ,er sheets. The posting will then be done as described in the

75

10

90

1 50

60

•

•

•

•

ACCOUKT U-n-i^.^,, . ' ??7 ^:i&^^^.Aci^' y^'^O ACCOUNT NO.

AOOOeSS /7^/y<7-J^.Ay> ^,-<Z^ =»/v^^y SHEET No.

rttt e.r.m. r^ lamit »»»^ LtD*i m fornn it rut t^Mfiaci rwar boom 4^ »oif «.«/«i rtDMiwre |

UTt rroB nuo a. OOKK UTI rm*» rouo CK CACon

7)0^ i i 7 ^fi<;f /r r 7-' f ^ (V r/7

'/ ffZ _ ^ 2 ^ g'<?

< ^^f Sii^
/i /fl'^

7 ^J

U" /Ry'.r,.^^^ f'-A ^2 nciA
t^,t^4 •J. jai

- ?
LI &S.

~7
'/if _ ^ a/ /?

1
n '"-"' ^amnmtt

__ _ J

~ .' i

1

m
ii ;

W
.! i\

4
f

. !i

LOOSE LEAF LEDGER SHEET, STANDARD RULING.

I



114

^:\[>

PI

rr

i

)

fl

•

•

•

•

*ecou.ff Y//^^^t^_^-^rr7^^^.//- r-t^ ^ ACCOUNT Ha

_A.o«ss J^y^^ /^..A ^ ?7^.^^.y^;^.^J ^J)^^ , /
DATr DUTt

II
c*m<Ti

II
MUkMCK

?/iu.l^ ^ r\ •/ / r(
"T

"
// - A/'-

V /J
-

In //C f i ^ V y /- J- '

'

'

iC /r// 7 /7.i

/( r c/^
r t""'

J r c r r /

,

-A--"^^

/A. ',^/
If. , I '/ / / ^ ^ / / / /y/

^//, j P/y / 2 frC

'/2t / f/ / / 7

II

H ~

11 1 1.-LLI—ILLL 1

LOOSE LEAF LEDGER SHEET DR., CR., AND BALANCE COLUMNS.

article on Modem Methods, under the heading of " The Loose Leaf Ledger " When the
different sheets containing the accounts of tfie business are then made up, they may be
fastened togetlur witl. an ordinary paper-clip for the purpos.- of sending them in for
mspect.on. When they are passed by your teacher, as being correct, you will then placethem m proper order in the Loose Leaf Binder.

INVENTORIES, APRIL 30, 19

RESOURCE.

MERCHANDISE

400 yds. Axminster,

400 " Body Bnissels,

700 " Ingrain,

1,600 " Lining,

400 yds. Matting.

250 " Oil Cloth.

200 " Velvet.

400 Wilton.

LIABILITY

EXPENSE.—Rent unpaid for month of April, $100.00.
You will now balance your Cash Book and post the Journal, Cash Book, and BiU Books
After completmg the posting, make a Balance Sheet, Proof Trial, and usual Statements'and close the accounts, showing losses and gains.

SUSPENSE ACCOUNT.

To treat rent unpaid as above, i.e., as a Liability Inventory, is one method of deaiinirwth such Items. It meaas deb.t.r.g Expense (or Rent if you have a special account for
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rent) with JIOO. This, of course, increases the loss shown by such account. Then, by
the converse of the plan of handling Resource Inventories, the $100 is brought telow the
ruling on the Cr. side of expense account and is thus carried forward as a Liability.

A more scientific method is to put through a Journal entry .is follows :

Rent $100.

To Suspense, $100.

Other items, such as Wa^es Due and Unpaid, or G;is or Water Bills due and Unpaid, could
be handled on the same plan.

Items of the opposite nature, such as Insurance Prepaid, could be handled by debitmg
Suspense Account and crediting Insurance.

This Suspense Account is thus practically a personal account.
Dicksee gives, as a full meaning for the term ;

" Sundry Debtors and Creditors for
various Assets and Liabilities, carried forward."

w-

Section 1 7.

May 1. Partnership is dissolved by mutual consent, VV. N. Shaw retires, accepting in
payment Student's note, endorsed by P. Mcintosh and John Kay & Son.
drawn at 2 months, for tlie exact amount of his present worth, as shown by
Ledger Account.

2. Student continues business, as sole proprietor, and sells to John Kay & Son, on
their Note, at 10 days, with interest, payable at Merchants Bank, 200 yds.
Body Brussels

; 100 yds. Axminster ; 100 yds. Velvet ; 500 yds. Lining
3. Received Cash of J. & J. O'Malley, on account, $300.
4. Paid Note, iavor J. McDonald & Co., due to-day. in Cash. (C.H. and B.B.) ^^
4. Bought of D. McLaren & Co., 400 yds. Tapestry ; 300 yds. Moquette ; 400 yds.

Linoleum. Paid Cash on above, $300.00. Baliince on account. '

Gave J. McDonald ^ Co. Note, at 45 days, to apply on acc<junt, $500.00.
Sold J. & J. O'Malley, on account, 100 yds. Moquette ; 300 yds. Ingrain ; 500

yds. Lining.

Adams & Co. prepaid their Note of 26th ult.. in Cash., less discount to maturity
'

51 days.
'"

Received of James R. Brown^ his Note at 60 days, payable at Impe.-i:J Bank.
'

in full of account.

Took out a Policy of Insurance on Slock, $2,500.00.

in cash, $50.00.

10. Received Cash of John Irwin & Son, on account, $200.00.
11. Sold Adams & Co.. on account. 200 yds. Tapestry Brussels ; 100 yds. Axminster •

200 yds. Wilton ; 150 yds. Oil Cloth.

14. Bought of R. Darhng & Co., Toronto, on account, 300 yds. Velvet : 600 yds.
Body Brussels.

15. Received Cash of John Kay & Son, for their Note and interest, due to-day.-^-

6.

7.

8.

9. Paid premium on same.

»

I

fit,

:/ }
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May 16. Paid McDonald & Co.. Cash, on account, 1800.00.

" 17. Received of J. & J. O'Malley their Noti-, at 10 days, payable at Traders Bank,
to applv on account, $300.00.

" 18. Paid my Not.-, favor of D. Md-aren & Co., due to-day, and interest on same in

cash when pri-scnted for settlement by Bank of Montreal, here.
" 18. Paid rent of stor( for April and .May, in Cash, $200.00.

20. Accepted D. McLaren & Co.'s draft, at 3 days' sight, favor Bank of Montreal
to apply on account, $500.00.

21. Sold J. M. Struthcrs, on account, 300 yds. Body Brussels; 200 yds. Iiigiain ;

200 yds. Matting.

" 2Z Received Cash of John Irv/in & Son, on account, $100.00.
" 24. James R. Brown j^repaid his Note of 9th inst., in Cash, less discount.
" 24. Sold for Cash. 100 yds. Body Bnissels.

" 25. Bought of D. McLaren & Co., on account, 200 yds. Axminster ; .500 yds. Tapestry
Brussels.

" 26. Paid acceptance, favor Bank of Montreal, due to-day, in Cash.
" .28. Received of J. M. Stnithcrs, to apply on account, his draft, in my favor, at 30

days' sight, on J. Bastedo, which he has accepted, payable at Union Bank,
City, $300.00.

" 29. Sold J. Irwin & Son, on account, 150 yds. Velvet ; 100 yds. Wilton ; 50 yds.

Matting.
•' 29. Paid R. Darling & Co,, Cash, on account, $600.00.

" 30. Prepaid my Note of 6tli inst., favor of J. McDonald & Co., in Cash, less discount.
" 30. Received Cash of J. & J. O'Malley, for their Note, due to-day.
" 31. Paid Employees' salaries, in Cash, $100.00.

" 31. Store and contents were last night entirely destroyed by fire. Received cash
from the Lancashire Fire Insurance Co., for the full amount of insurance

on stock, $2,500.00.

You will now balance your Cash Book and post.

After completing the posting, mrke a Balance Sheet and close all the accounts in the

Ledger.

After completing the work of completely closing the Ledger and making out the usual

statements, hand your books to the teacher for approval.
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Section 1 8.

SALES BOOK AND INVOICE BOOK.
Li tiie work for the two succeeding months you wiiruse the Cash Book, Bill Books Sales-

Book, Invoice or Purchase Book, and Journal Day-Book as books of original entry.
The Sales Book is used to contain dl Sales of Mdse. The totals are iwstr.i to I.,dger

at stated periods, while provision is made for carrying the separate items to the debit of their
respective accounts.

70 SALES BOOK.
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72 INVOICE BOOK.

I>*ri- .^ -" '-r^
j

.^t:^to>^A.\:,A. -, .A^/t-«;) l! " '-ij

U^OfL/
'\

'^^^•JJ.,..''-^' y,C. fT^

J /fe!/>*'->'-r^v

'

^6^^7^

f ,^'7 f^< C-:) /?^ ' f u^ - A=/<^>^ y^-^a ti,<r,^c^^^

/?^^/ Co /0,^-s^---/.^

'

62S (TV

/O

.-^t-srcC^ ^^^'^^^n- ^'-s'-J-'C.^^

73^ 7S



no

V. 'i

Buying ArticI S'lIiiiK

1

i

$4.75 iliiz.

S.m cadi

.12} lb.

2.0() |)r.

.03 J lb.

10.00 doz.

2.25 doz.

4.50 eacli

1.50 nch
15.00 doz.

4.00 caih
5.00 doz.

4.00 doz.

2.25 doz.

.75 doz.

10 00 doz
8.75 doz.

6.50 doz.

3.(M) doz.

6.50 doz.

3.50 doz.

4.00 eath
11.50 doz.

.06 lb.

l""-

Adzf Eye Fl.iiiimcrs

Blaik-mitli^' Drills

Babbit Metal
Barn Door Hanf,'t'rs

Cut NaiK, 8<l., l(X»-lb. ki^
Ca>it Steel Axe-.

Car|)ot St I etchers

Copying,' FresM's

Grindstones
Hand Saws, 26 in.

Ice Cream Freezer^

Jack Planes
Knives and Forks
Mortise Locks
Porcelain Knobs
Plain Galv'd Coal Hods
Ratchet Braces
Railroad Picks. 8 lb.

Strap Hinges, 8 in.

Steelyards

Try Squares, 8 in.

Universal Clothes Wringers
WrouKht Wienches
Washeis, Jin.

$5.75 doz.

6.00 each

.15 lb.

2.50 pr.

.04 lb.

12.50 doz.

3.00 doz.

5.50 each

2.25 ea( h

18,00 doz.

5.(H) e.ich

6.<Nl doz.

5.(K) doz.

3.iH) doz,

1.25 doz.

12.50 doz.

10.75 doz.

9.<K) doz.

4.50 doz.

8..50 doz.

4.75 doz.

5.50 each
14.75 doz.

.071 lb.

pr.

NorE.—On completing a p.ig,. of either of these books add the amounts api),.aring in
the total column, rule neatly, show footing, carry total to the following p.ige, and include
the amount carried forward in the addition of your second page.

The Invoice Book is used for recording all Purchases of Mdse, The totals of each page
should be Carrie.] forward and posted at the end of each week or month as m.iy be selected,
while the separate items sliould be ix)ste<l t,) their respective accounts each (la\-.

The Cash Book and Bill Books have been explained and used in the preceding work,
and should be continued throughout this business, free from errors.

The above prices are to be used for all purchases and sales.

MERCHANDISE. MERCHANDISE SALES, MERCHANDISE
PURCHASES.

Commencing with this set and continuing Ihroiighout the rest of your work, we would
like you to follow a different plan of keeping the Merchanriise Account in the Ledger.

Instead of keeping but one account w.- will ojien three: Men i.indise (or Inventory)
Account, Merchandi.se Purchases Account, and Merchar.dise Sales Account, At the begin-
ning of the period we will debit Merchandise Account with the luveutoiy as it was at the
end of the last period. During the i)eriod we will debit M.^rchandise Purchases Account for
the cost of purchases and charges, and credit it for all goods returned, also for allowances
for overcharge, and for all discounts for immediate cash payment. The Merchandise Sales
.Vcount will bo credited fur all Sales .iiui debited for aii goods returned by customers, for all
allowances for overcharge and for all discounts for immediate cash payment.

.^1
i.r

(
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n,l

III closing tlif I.»i!Kfi tlu' fullowing nmtm. will b»: (ollc.wcd :

'. Clos.' Mirthandist- (or Invintory) Aaount into TradinR Anount (see Stitioii 21 f.x

exi'l.iiiiitory artidf on TraditiR Account.) Tlu- Journal fntry will be :

TrailiTig Aicouiit

To MiTiliundisc.

I'ost this and succii-ding Journal intrns.

2. Till' Mtriliiindisf Arcount. lu-ing closed, may !)« nil.d with a single line, as there

is only one tiRurc on ia< li side.

3. Enter the Inventory iis it stands at the close ot the inTioei under review by the

following entry

:

Merch.indist'

To Trading Account,.

4. Close Merchandise Purchases Account by Journal Entry :

Trading Account

To Merchandis<> Purchases.

5. Close Merchandise Sales Account by Journal Entry :

Merchandis*' Sale..

To Trading Account.

Note at this point that in giving th.- .nethod of liandling Merchandise Purchases Account,

you are instrncted to debit for cost of pun bases and charges. This means that items (or

incoming freight, express, duty, and all such items that add to the cost of purchases wordd

be charged direct to Merchandise Purchases Account. Sometimes, on account of the numlx-r

of such items, or from a desire to show them separately in the Trading Account, separate

accounts are kept for such charges. If so, .Ul such accounts would be closed into Trading

Account. The same theory may obtain with regard to entries to be credited to Merchandise

Purchases Account oi to b.^ debited to Meichandise Sales Account. If separate accounts

are kept for these items they must all be closed into Irading Account.

6. Tlie Trading Account will no'v be closed into the I oss and Gain Account by Journal

entry

:

Trading Account

To Loss and Gain Account.

7. All other accounts tliat you have been in tlu- habit of closing into Lo>s and Gam will

be closed by appropriate Journal entries. Thus Rent Account will be closed :

Loss iuid Gain

To Rent.

8. The Loss and Gam .\ccount will be closed in he usual way. Thus for Section 19,

the Journal Entry would be :

Loss and Gain,

To Student,

To Geo. D. White.

MERCHANDISE DISCOUNT ACCOUNT.

Very geneially goods sold by a wholes;de hou-e to a retailer are marked with terms,

of which the following will serve as an example :

" 5-30, 3-60. 3 wniiths net."

This means tnat the bill is to be paid in 3 months at the outside, but if the buyer pays

in 30 days he gets 5% off. If he pays in 60 days, he gets 3%.
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To iiccommcKlali thcsf iliwoiinfs winch, uii.l.r hiuIi a Nysitm, ;».• homul to nmic up
(or consulrratioii, «,• o[>.n .i Mrrcliamliw DiMiMiiit .V.ount. Tins will U' dibit.d (or all

Uiscoutits wv allow to others and rn-ditcd (or all liis., Mints allow..! us. on fXaitly 111.' same
plan that wv handir the InttTi'St and DiMoiint Ammnt. In dosmK tli.' !...!«. r this
Menhandisf Disioiiiit Aicount is closed into l.ii>- ami (i.iin A.kmiiiI.

Sotmtimis two atrounts ,!. kijit—one (oi I'linh.iM Disiounts, an.i ihi- othrr (or Sales
Discounts.

PKKSONAI. ACCOUNTS.

It IS o(tin dc^ual)!.' as a m.itt.r o( quick rcl.i.'inc that the I.cdmr a. . mint of any person
should show term, ..I salu or purchase and the nature <>! items o( paym.nt. The student
will (romthis tune (orward use the hitherto uniis.d toiuinn in ili.' I..MlKer (..r tins purpose, thus;

Dr.

1910

June I Halance
3 N 1(1

BrowN \- French,

Oakvilli;,

1910

O.si

1

1

$375
121

•25

75
June 9 Gas

Cr.

$375 25

\)\'\

IIaki. |)k\var & Co.,

Mdstrk.m . ()iie.

June 12 Exch $468 75 June 1 N 90. 2,30. 3 10 SAtiH 75
8 N 90. 2/30, 3/10 7:« 75

MEMORANDA OF TK.SNSACTIONS FOR JUNi:.

1. Studdit and Geo. D. White have this day (ornied a co-partnership, umler the firm
name o( Student cSj Co., and have leas«d of J. B. Mcl-icli'm the store No. 146 King
Street, at S1,2(K) jur year, rent payable monthly in advance, for the pur|>ose of

carrying on the Hardware Imsiiies*..

Articles of co-partnership made iuid e.Xrdit.-d this day provide as (ollows :

The capital of the firm shall he 810,000. of which amount each partn.T shall invest
oiie-liaK. Each (lartnei shall devote his entire time to the business. Tii.' gains
and losses o( the business slndl be shar.d equally.

The firm's resources and liabilities are as follows :

RESOURCES.

Cash p.iid in j4 (XX) 00
Knter the above in the Cash Book, and credit each partner for one-half the
amount. Check same to Journal and include the cash item in your opening
entry.

Geo. B. Allan, City, on account 51 goo OO
Collins & Ward. Hamilton. Out., on account 2,500 00
A. G. Steele, City, on account 954 5Q
Samson & Coll, Barrie, on account

1 ,ogo 75
W'. H. Bell, City, on .-trronnt gOO oq
Brown & French. Oakville, on account 37S 25
The Moffat M:in(g. Co., Weston, Out., on account ; ,625 60
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LIAHILIMES.

Small, Elliott A Co
. City, on .m oimt 9HI8 75

A. H SiiU'jUi'y. P«'ti'rb<>rii', mi .u imiiit 411 51

,
\V.;II> A Ball, City, "n .u.onnt 575 84

I). B. Frascr & Cti., Muiitri'al. <m aiiouiit 1,000 00

OjH'ii an ai loiiiit witli ranadian IViiik nt ("niiiiiiircf aiiij cii|ii>!,it cash. 12,000. (Mirtno.

only. No Hank Atcoutit in l.<-ilgtr.)

Buy of Kic- Lewis A Co., City, on aaoiuit, 60 ilays, 2",'o 10 ilays, 20 iloz. C. S. Axos
;

1,000 II.S. H. M.tal ; 4 tloz. Haiui Saws : 5 do/,, VV. Wkik li.s : 10 I. C. FiviXers ;

B iloz, Stti-ly.ir.U ; 20 iloz. I'ori-. Knolw ; 20 <ioz. Knives and Forks; 10 U. C.

Wringers; .200 .os. Washers; 10 do/.. Adze Eye H unmeis.

Pay J. B. McLaolilan one month's rent of store, in advaiiee. hy elieqiie on your bank.

Kft'p " Kent " Account.

Si;ll E. Laing, Shakesfieare, on account, 10 il.iys, 2 doz. W . Wrenches; 3 doz A. E.

Hammers ; 4 1. C. Freezers ; 2 doz. C. S. Axes ; 2tK) lt)s. B. Metal.

2. Sell Barber A Small. lieorRefown, on a( count, 10 days, 1 doz. Haiiii S.ius ; 5 doz.

Kniv, s and Forks ; 5 doz. I'oic. Knobs ; I doz. Steelyards ; HHI Ihs. H Mital
;

4 U. C. Wringers

^ell I.. B. Mason, City, on account, 10 days, 2 doz. .\. E. Il.immcrs ; 2 >lo/ C. S. Axes
;

'.i I. C. F'reezers ; 50 lbs. Washeis.

' Buy of Taylor & Son. (lalt, Office Safi', and pay b\' cheque on Bank of Coinnii rce, $225.

Keep " Otftce Furnituri- " Accoum.

Order by telegraph of Can.ula Nad Co . Montreal, 200 kens 8d. C\:i Nails, to be .sliip|H'd

inmiediately by fast freight, C.P.K. ^Memorandunl.)

TELEGRAMS.

The telegram is a very iini)ortant te.ituie in imMlern business practice, and it is usi'd

quite extensively in onleniig go(Kls (or immedi.ite delivery. Most of the telegraphic business

in Canada is transacted by two Companies, the Cireat North-West<rn and the Canadian

I'acitic Telegraph Companies. Both tliise companies have communication with almost

every city, town, or villagi' in Canada, ami through the different cable lines with almost

every part of the world. The ch.irge for a telegram depends somewhat njxjn the distance,

and is ordinarily a tixed charge of twvnty-tive cents for a ten-word message. An additional

charge of oni! cent a word is made for each word in excess of that number. No charge is

made for the name ami address of the person to whom the message is sent, or for the name
of the sender. Night messages, or those whuh are sent at the convenience of the company

after 6 p.m.. are taken at riKJuced rates. .V laige proportion of business messages are of

this kind.

In writing a telegram care should l)e taken to cut out all unnecessary words, and the

message must be clear and definite that mistakes may be avoided. Figures should be

svritten out in full, since the charge is the same for a figure as (or a word. For instance;

30, written in lignres, would be charged as tivo words, while written as a word, " thirty,"

would bo charged as only one word. In sending im(K)rtant messages it is advisable to have

the telegram repeate<l. This means that the operator receiving the message telegraphs it

back to the operator sending it. The sender thus knows that his niessiige has been received

as it was sent. The charge (or repeating a iness-ige is one-half more than the original cost.

The following shows the correct method ot writing a message, and the student will copy

the form on blank supplied, as an exercise to be handed in with the set.
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TdKcSTO, jlinr 2, 19..

To Canada Nail fo , Mimtrt.il, (J\u

3.

si

\s.

-/

Ship, r.uirt<iMii P.Mific (ant ficifjlit, IvMi-lnim'ti <l kij;> fiKlil|)«iiiiy ml n.iils.

SlUDINT & Co.

Givi' VV.IU \ H.ill ilnqur ti> .ipiily mi •uiuuiit. $275.84,'

Ri'K'iVi' (it Will. H. Bt'll Ins (III que <>m Tradrrn K.irik to applv mi aixniiit, f-'MMKN).

Di|)iiMt Hill's 1 lnqiU' with $5(XI (iiiitiKV.

Receive by G.T.K. freight trmii M.ut, |)eu,ir «;^ Co
, Mmitii.tl. hhihIs .l^ prr invoice

(luteii June 2ml. Terms, m il.iv;.. 2",, Mi ilavs, ;«"„ 10 days, 25 iloz ( .irj>et

Stretehers: 15 <|oz Jaik i'l.iius, 10 do/. K. K. I'l. k- ; 10 doz. Try Spuires
;

Z5 doz. Mortise I.oiks ; 15 ("opyiii^; I'm >ses ; 5 doz K.ili li.| Hi.tt.s ; 10 pt H. D.

HaiiKers ; 5 doZ. I". <•. Coal Hods
Sell Hrowii f( French, O.ikvdle, on .mount, 10 days, 2 pi. H. I). Hanjiers ; 5 Copying

Presses: 2 doz. J. I. k Planes; 5 doz. Monise L.Kks ; 2 doz K.K. Picks; 3 doi.

Try S(|iiar.s ; 200 Ihs. H. M.t.il.

Pay Blight Hros.. hill hir stationery -upplieii for oflu e us-, in cash, $27 SO. (Keep
" Stationery " Account.)

Acctjit. payable at Hank of Comniiin. I> H Fraser iV Co.'s draff, dateil Jiini- 2nd,

at 3 days' sight., $400.

Receive of (i. B. .Xllan, on anouni. lii> i iiM|Uk < ii Merchants Bank of Canada, $600.

Sell E. Laing, 10 days, 2 doz. Ratchet Brai.s , 5 .!oz, Carjxt Stretchers ; 3 doz R, R.

Picks ; 2 doi. Try Squares ; 3 Copying Presses.

Sell L. B. Merritt, 10 days, 1 doz. Hand Pa*\s : 3 C<>i>ying Presses ; 5 doz. Knives and

Forks.

Rule and foot the Sales Book at the biittmu of <ath pajje, and carry the fuotint; forward.

Receive of CoUins & Ward, on account, then cheque on the Bank of Hamilton, fSOO.

Deposit currency, |3lX) ; also the cheques of Allan nnd Collins & Ward Dank chaiges

1-10% collection on C. & W.'s cheipie.

Order by telegram of D. B. Frasei & Co., Montreal, to be shipped vi4 C.P.R., 100

Grindstones ; 50 Blacksnuth's Drills. (Show telegram.)

Receive cash of B.uber & Small, in full of invoice, 2jid inst.

Sell Samson t Coll, Barrie, on account, 10 days, 2 doz. R. R. Picks; 5 doz. Mortise

Locks ; 5 doz. C. S. Axes 3 pr. B. D. Hangers ; 5 doz. Pore. Knobs
;

5 doz.

Knives and Forks ; 5 doz. Carpet Stretchers.

Receive of A. G. Steele & Co., their Note at 60 days, payable ai Merchants Bank, to

apply on account, $500.

Give Rice Lewi. & Co. a cheque in full of invoice, 1st inst.. less 2%.

Receive the'Nails ordered of Canada Nai! Co., 2nd inst. Invoice dated June 2nd. Terms,

cash, -in 10 days.

Receive cash of E. Laing, on account. $50.

Draw on CoUins & Ward, Hamilton, at sight, for $500, your favor, to apply on account,

and leave the draft at Bank of Commerce for collection.

Sell W. Daniels & Co., IngersoU, on account, 10 d.iys, 25 kegs Cut Nails : 3 doz. Jack
Planes ; 3 ioz C. S. Axes ; 5 doz. Mortis*- Locks ; 200 lbs. B. Mctid.

liil
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Your uco'iit.mcr of 3id inst., diu; to-.l.iy, lias hoeii presented U B.iiik of '"oiiim.rce.

paid, and charged to your account.

Receive of Brown & Fniu h their ( heiiu.- o.i Traders Bank of Oakville, on account.
8:175.25.

Deposit Cash, 82(H). ,Mso Broun A l"ivnch's cheque. Bank cliarges. l-10''o collection

on the cheque.

Receive l)y (i.T.R. Iroin H,ut, Deuar Ct Co., goods as i>er invoice dated June 8th, terms
90 days, 2",, :«) .l.iys, 3";, 10 days. 25 doz. pans Strap Hinges ; 10 U. C. Wringers

:

10 doz. .\. K. ll.iminers; 5 doz. H. Saws; 15 Cojjying Presses; 10 doz. \V.

Wrenclies
; 5 doz. Ratcliet Braces ; 20 doz. Knives and Forks ; 10 I. C. I'leezers

;

20 i)r. B. I). Hangers; 10 doz. Steelyards; 5 doz. C. S. .\xes.

Receive of Moffatt Mfg. Co., Weston, to apply on account, their note for 81,000, at

15 d.iys, payable at Molsons Bank, City, indorse the note, and leave it .it Bank of

Commerce for collection.

Buy at Bai'.v of Conimen e, by cheque, .it J",, e.xchange, .i draft on Montreal, and remit
the s.ine to Hart, Dewar & Co

,
in lull of invoice .\Iilse., receiveti 3rd inst., less

3 per cent.

Rec ve of Brown & French their che()tie on Traders B.tnk of Oakville for invoice,

'*rd inst.

Receive of L. B. Merritt his chequi- on Ti.iders Bank foi invoice, 3rd inst.

Sell C. B. Shipp, Ridgetown, 3 doz. C. S. .\.\es ; 2 doz. F. G. Coal Hods; 3 doz. W.
Wrenches

; 4 doz. Ratchet Braces ; 2 doz. Jack Planes ; 5 Cop\'ing Presses.

Receive cash, $75, balance on account. 10 days. (Charge full bill in S. B. and
credit for casli in C. B.)

Deposit currency, $100^ also cheq'us of Brown & French and L. B. Merritt ; bank
deducts i-lO".; for B. & F.'s cheque.

Pay J. B. Snider's bill for office desk, iiy cheque, 8100.00.

Receive the goods ordered of D. B. Fraser & Co., 5th inst. Invoice is dated June 8th,

s

30 days.

Sell E. Laing, on account, 10 days, 25 kegs Cut N.iils ; 5 B. S. Drills ; 5 doz. pr. Strap
Hinges ; 2 doz. P. G. Coal Hod> : 50 lbs. Washers.

Receive of Samson & Coll, their cheqif on Imperial Bank, Barrie, in full for invoice

of 5th inst.

Deposit Samson & Coil's cheque. Bank charges, 1-10% collection on the cheque.

Accept A. B. Srnedley's sight draft on \ou, dated June 15th, 8200, payable at Bank
of Commerce here.

Received credit at bank, for the draft on Collins & Ward, left for collection 8th inst.,

less bank's charges, i%.

Buy a drpft on Montreal Bank of Commerce, by cheque, at J% exchange and remit
it to Can.ida Nail Co., in full of invoice of Mdse., received 8th inst.

Receive of W. Daniels & Co. their cheque on Union Bank, Ingersoll, for invoice, 8th
inst.

Sell Barber & Small, for Ca^i. 50 kegs Cut Nails. (As we have an open account with
the hrm, we charge this bill up in S. B. and credit for cash in C. B.)

Deposit cu!-rency.- $300, and W. Daniels & Co.'s cheque. Bank charges 1-10% collection

on the cheque.

Mihaii
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20. Geo, I). W'liiti: draws tiom the business tor individual use, by cheque, 8350

Remit Hart, Dewar & Co. a draft on Montreal lor invoice of goods received lOtli inst.,

which you will buy by cheque. K.\cliani,'c-, i%.

22. Disct. at Bank of Commerce, A. G. Steele it Co.'s note, receivrd 5tli lust. Krciive

credit for the proceeds..

23. Pay Wells & Ball cash in full of account.

Sell Brown & French,' on account, 10 days, 5 ]'.. S. Drills ;
1<>

Knobs ; 3 doz. W. Wrenches ; 2 lioz. C S. Axes ; 100 '

Hammers ; 4 Copying Presses.

26. Accept, payal)le a' bank. I). B. Fra.ser li Co.'s draft, dated J

$600.

Pay F. R. Haig's bill *or coal for use ol store, in cash. 850. (K

Account.

26. Student takes from tlu' stock for his individual use, to be charged to hiin at cost, 1

I. C. I'reezer ; 1 doz. Knives and Forks; 1 U. C. Wringer. iFiitrr S. B.)

28. Receive Cash of A. G. Steele & Co. to balance account.

Deposit Ciish, $400; also receive credit for the note lelt the 10th lust. lor collection.

(No charges for collection. Local cheque.)

29. Write a letter to Hart, Dewar & Co., ordering the following good- lo be shijjped by

Grand Trunk Ky. hne : 10 doz. P. G. C^.d Hods; 5 doz. C. S. Axes; 10 doz.

Hand Saws ; 15 doz. Pore. Knobs ; 10 doz. R. Braces ; 5 doz. R. R. Picks ; 5 doz.

Try Squares ; 5 doz. W. Wrenches ; 200 lbs. Wash.rs. Inform H. D. & Co. that

many of the coal hods in the previous invoice were imperfect, and r.quest allowance

of $10.

Pay freight bills for the month, m cash, $35.50. (Freight .Account.)

30. Pay sidaries of employees for the month, in cash $100. (Salary Account.)

You will now balance the Cash Book, rule and foot the Sales Book and Invoice Book

neatly, complete the posting (Loose Leaf Ledger), and take a Trial Balance only. Do,

not close any accounts.

An Invoice Book is sometimes iiuule up by piisting the original bills tlieniselves in a bl.mk

book, ruled with columns on the right side of each page for the purpose of showing the

amount of each invoice. After the bill has been checked anil O.K.'d it is pasted in this

book. If it is too wide it may be trimmed to prevent edges from overlapping the money

column. The bills are pasted on the lower edges, and may overlap each other. In posting

from such a book it will be plain that the total of the money column represents the total

of merchndise purchases and will be carried to the debit side of Merchandise Purchase

Account. The amount of each bill will be placed to the credit of the person from whom
merchandise is bought, and the page of the Ledger will be written on the bill itself.
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Section 1 9.

PRACTICE IN HANDLING MODERN APPLIANCES.

MANIFOLD BILLINCi SYSTEM.

In making i / die Sales Book for the month of July the student will use the Bill and
Charge System as explained in the article on Modern Methods under the heading " The
Manifold Billing System." As in the case of the Loose Leaf Ledger, the different sheets,

representing both the bill to be sent to the customer and the charge sheet to be kept in the

office, together with the recapitulation sheet, will be fastened together by a paper clip and
handed in with the rest of the work for inspection. When they are certified as being correct,

the different charge sheets will be placed in alphabetical order in the binder.

MEMORANDA OF TRANSACTIONS FOR JULY.

1. Receive of C. B. Shipp a draft on Bank of Commerce, to balance account.

Sell \V. Daniels & Co., at 10 days, 5 doz. Steelyards ; 10 Grindstones ; 2 doz. C. S.

Axes ; 5 doz. M. Locks ; 5 U. C. Wringers.

INSTRUCTION.

Select a bill and charge sheet, iUso a piece of carbon paper, from your supplies. Place

the charge sheet on the desk. On the top of this place *' eet of carbon pap)er. You
will notice that this carbon has a dull surface on one side -ssy surface on the other

Place it so that the dull surface is uppermost. Next place y. leet on top of the carbon,

and you are ready to write. When your writing is finished ^ ju will have two copies. The
bill is to be srait to your customer, whUe the charge sheet remains with you as your record

of sale. This charge sheet is filed in a binder in the same manner that a Loose Leaf Ledger

sheet would be filed in a Loose Leaf Binder. Of course, different binders are used for

Sales Books and Ledger purposes but you can get the practice by using your Loose Leaf

Ledger binder for the purpose of filing these charge sheets. Your work on the transaction

is completed by entering the date and the amount of the sale on the recapitulation sheet.

In posting from these charge sheets you will do as you did in posting the sales book. That
is, you will debit every person to whom you sold goods for the amount of the sale made to

him. In order to show that you have posted the charge sheet figure, you will place the

folio of person's Ledger account on the charge sheet beside his name. If you turn next

to your recapitulation sheet you will get the credit carried to Merchandise Sales account

by simply adding the amounts that are shown for the month on recapitulation sheet.

2. Your acceptance due to-day, has been paid at bank, and charged to your account.

Receive Cash of L. B. Masoi;, in full of account.

Deposit Cash, $300, and Shipp's draft.

Draw on £. Laing at sight, in full of his account, and leave with bank for collection.

i\
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INVOICE LOOSE LEAF MANIFOLD KILLING SYSTEM.

2. Receive a letter from Hart, Dewar & Co., acknowledging receipt of jour order of 29th
ult., and stating that it will receive prompt attention ; they express regret that
the Coal Hods were not satisfactory, and inform you that the reduction asked
for has been allowed and the amount placed to your credit. Credit note inclosed.

y^-',-v^/ i^: iz^/ /iii-tj^-y-

Memorandum of Amount placed to the CREDIT

Of ^<:.{'^^^j-.j--
B\) Hart, Tkwat & Co.

/iUA^ C^-<^'^t<.-tZ-. c.C-^-' ^'y-7 C-^-r^^ /

CREDIT .SOTK.
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3. ReciMVe of Samson & Coll, tliL-ir N'oti 'ated Juii.' 15th, at «/ ilays, payabK; at Barrie,

in f'lll of thiMi- account, to whuh account thuv add M days' intt"-f>t (Kntry in

J. and B. B.)

Givt^ B. McF,achl.iu a cluqui- for oiu; month's rent of store, in advanci'. Order
by telegram of Canada N'ad Co., Montreal, to be shipped by freight. 100 kegs Cut
Nails. (Show Telegram.)

4. Receive the gooils ordered of H:'.rt, Dewar & Co., 29th ult. Invoice dated July 1st,

terms cash in 10 da\s.

Sell Barber & Small, at 10 days, 5 doz. C. S. Axes ; 10 doz. P. Knobs ; 100 lbs. Washers
;

4 doz. R. Braces ; 5 B. Drills.

6. Sell L. B. Merritt, at 10 days, 5 doz. Kni'.- <s and Forks : 10 kegs Cut Nails ; 50 lbs

B. Metal
; 3 doz. R. R. Picks ; 5 doz. prs. Strap Hinges ; 2 doz. A. E. Hammers.

Receive of W. H. Bell his cheque or Traders Bank, to balance account ; also receive

of Geo. B. Allan his cheque on Merchants Bank, to applv on account

S400.

Deposit the cheques received of W. H. Bell and Geo. B. .Mien.

Give Small, Elliott & Co. your cheque to apply on account, SvSOO.

Receiv;' Cash of Brown & French in full of invoice, June 23rd.

8. Sell OHvjr & .iray, City, at 10 days, 3 Copying Presses ; 2 doz. P. G. Coal Ho<ls ; 2 doz.

Try Squares
; 50 lbs. Washers ; 3 doz. Jack Planes ; 2 U. C. Wringers.

10. Accept, payable at Bank of Commerce, I). B, Fiaser & Co's. draft at 30 tlays'

^ favor themselves, in full of invoice of June 15th.

Deposit Cash, 8250.

Pay June Gas Bill, in cash, S5.25.

11. Accept, pavable at your bank, .\. B. Sinedley's draft dated July 8th, at five days' sight,

, in full of account.

Receive via G. T. Ry. from Canada Nail Co., 100 kegs Cut Nails. Invoice is dated

July 6th, at 10 days.

Receive Cash of Geo. B. .Mien, on account, $200.

13. Receive credit at your Tjank for draft on E. Laing, left 1st inst., less charges for

collection, J%.
Receive of W. Daniels & Co. their cheque on Union Bank, Ingersoll, in full of invoice,

1st inst.

Deposit cash, $200, and Daniel & Co.'s cheque. Bank charges, collection on cheque,

1-10%.

Buy a Montreal draft at your bank by cheque, at i°'^ exchange, and remit to Hart,

Dewar & Co., in full of invoice received 4th inst., less amount charged to their ;

account for allowance on Coal Hods.

15. Receive cash of Barber & Small, in full of their invoice of 4th inst.

18. Sell Samson & Coll, at 10 days, 5 doz. R. Braces ; 5 doz. Knives and Forks ; 50 lbs.

Washers ; 3 Copying Presses
; 25 kegs Cut Nails ; 3 B. Drills ; 10 Grindstones

;

5 doz. pr. Strap Hinges.

Receive cash of L. B. Merritt. in full of invoice of 5th inst.

Sell A. G. Steele & Co., City, 5 doz. P. Knobs ; 5 doz. C. Stretchers ; 10 pr. B. D.

Hangers ; 3 I. C. Freezers ; 5 doz, W. Wrenches. Receive cash, $50 ; balance

on account, 10 days.

»,!!
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It». Your ucccptiuicc. dm- to-day, lias been j.aitl and rharped to your account at the Hank
of Coniini-r,;e !ie/e.

20. Kccfivi: cash of Oliver & Bray, in full of invoice ol 8tli inst.

Deposit cash in bank, $300.

Student dra\v.s from the business for his individual use, by cheque, J300.

21. Buy of Kir.' lewis & Co., 60 days, 2";, 10 days, 10 doz. Hand Saws; 10 doz. W.
Wrenches

; 5 doz. C. S. Axes
; 10 doz. Knives ;ind Forks ; 20 doz. M. Locks.

23. Draw on Collins & Ward, at sight, for $500 in jour favor, ;ind leave the draft for

collection.

24. Discount at bank Samson & Coil's Note received 3rd inst., ;uid have the proceeds placed
to your credit. The bank charges J% collection in addition to the discount.

Pay Canada Nail Co.'s sight draft on you for invoice received 11th inst., by cheque
on your bank.

26. Pay freight bills for the month, in cash, $21.60.

27. Sell E. Lainc at 10 days, 5 doz. pr. S. Hinges ; 5 doz. W. Wrenches ; 10 doz. M.
Locks; 5 pr. B. D. Hinges; 5 doi. J. Planes; 1 Copying Press; 5 doz. C.
Stretchers ; 50 lbs. Washers.

Receive of Collins & Ward their note dated July 24th, it 30 days, payable at Bank
ol Hamilton, Hamilton, to balance account, $1,000.

28. Receive cusli of A. G. Steele & Co. for balance due on invoice 18th inst.

29. Receive credit at bank for draft on Collins & Ward, left 23rd inst., less collection, i%.
Give Rice Lewis & Co. cheque in full o, luvoice, 21st inst., less 2%.
Pay salaries of employees for month, in cash, $100.

Receive Samson & Coil's cheque on Imperial Bank, Barrie, in full for invoice of 18th
inst.

Deposit S. & Co.'s cheque and all the cash on hand. Bank charges, 1-10% collection
on the cheque.

30.

IXVENl OKIES, JULY 31, 19..

8 doz. A. E. Hammers.
32 B. Drills.

150 lbs. B. Metal.

10 pr. B. D. Hangers.

165 kgs. (16,500 lbs.) Cut Nails

11 doz. C. S. Axes.

5 doz. Carpet Stretchers.

3 Copying Presses.

5 doz. R. K. Picks. .

- 10 doz. Steelyards.

8 U. C. Wringers.

5" lbs. Washers.

70 Grindstones.

27 doz. Hand Saws.

9 I. C. Freezers.

24 doz. Knives and Forks.

15 doz. M. Locks.

5 doz. P. Knobs.

9 doz. P. G. Coal Hods.

5 doz. R. Braces.

5 doz. pr. Strap Hinges.

8 doz. Try Squares.

12 doz. W. Wrenches.

Cx'FICE FIXTURES,--Office Safe, $225 ; Office Desk, $100 ; total, $325.
You will now balance the Cash Book, foot the Sales Book and Invoice Book and com-

plete the posting (LOOSE LEAF LEDGERj, after which make a Balance Sheet and StaUtnents
as shown herewith (See pages 134 and 135) and close the Ledger.

Complete the work of closing the Ledger and hand your book:, to the Teacher for inspection.
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MHCELLANEOUS QUESTIONS.

'From .vhat docs DduhU-Eiitry Bookk, eping tako its name? 'How arc ymi enabltt>

to decide to wliicli of the two gtinral class«s of accounts umcI m doublu-cntry any par-

ticular account belongs ? 'What ''tit- m.iy be us<d instead of the proprietor's name ?

•Mention three accounts in which you can always tell which side should be greater, if there

is any difference. *To which of the two general classes of accounts does a Personal account

belong ? 'What circumstance might arise to place it in the other class ? 'Why is it neces-

sary that Bills Payable and Bills Receivable should always be debited ai'd crediteil with

their face value ? "Mention some of the errors whicli will not affect the equality of the

Ledger. 'In case the Trial Balance does not jirove, give the short tests to be ajiplied before

proceeding to examine the posting. "When the cheque of .uotlier person r., nreived, how

is it journalized ? **Give an example of an inventory showing a liabilit}". 'Hiive the two

ways of finding the present worth in double-entry. "What is meant by Insolvency?

* 'What is the object of closing accounts showing losses and gains ? ' 'In closing an account,

why is th-j equality of the Ledger not affected ? "What is meant by the acceptance of

a draft ? "Give the general rule for journalizing drafts when drawn on account. "What
Journal entry is made when the proprietor commences business with both Resources and

Liabilities ? ''In closing an account having a resource inventory, why is it necessary to

credit the account with the inventory before it can be closed ? '"After the account has been

closed, why must the inventory be carried below the rulings ? ' 'Why is the loss or gain

not carried below the rulings ? '*When are Personal Accounts usually closed ? "Do
errors in journalizing affect the equality of the Ledger ? "W'hat advantage is obtained

by using the Cash Book as a principal book ? "How is the work of posting from the Cash

Book performed ? **What advantage is obtained by using the Sales Book as a principal

book ? "How are transactions with the bank treated when no bank account is kept in

the Ledger, and how are the entries made for such transactions ?

Review the above questions carefully, and be sure you can answer every one.

l;i

iil

t

!! t

Section 20.

ACTUAL BUSINESS PRACTICE.

We recommend at this point the introduction of

OFFICE WORK No. 2.

Section 21.

FORMS OF LOSS AND GAIN AND RESOURCE AND
LIABILITY STATEMENTS.

The observant student will have noticed all through his work a growing tendency to

get results in finer detail. In die set just worked, we saw how it was possible, for insta^ice,

to get one statement of merchandise purchases, another of merchandise sales, and a third
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1)1 intnli.tiidisi- ilis< ouuts, ius'tsul of liaviiifi tlic viiiii.' iiiform.itioii under oiio liuadiiii; as

a merchandise account. Tliese diftcreiices in tlic .irrangi-nu-nt of the accounts of the Ledger

may also be h.iiidli'<l to get finer detail in eac h statement as prepared from the Jiedger

We can make the loss .uid gain sl.itemeiit. for examiile. show botii the gross profit for the

jJt.Tiod an<l also the net profit. To do this we ilivule the statement into two sections, known
as the Tr.iding account and the l,oss and (i iin ac. ,mnt. The Trading account in an ordinary

merchandising concern siious on its debit side the entire cost of the goods handled, and
on its credit side the smiles, togi-tlur with the value of the goods unsold, at their inventory

value. Till' debit items show cost of the stock on iiand aL tlie begiiming of the year, followed

by the purchases for the year, from which amoiuit we deduct any returns or allowances,

and in the third placi' freight and duty. The credit side wouM show the amount of the

sales, from which tiguri' would be subtracteil the returns and allowances, antl as a second

item the value of the stock on hand as per inventory sheets.

In arranging this inventory, while it is customary according to all our preceding work

to place it on the credit side and add its amount to the sales, we may note in passing that

it would be just as correct to deduct its amount from the debit side of the account. This

latter method would then >how the ai tual i n-t "i tin- giuxU which were >nld, Thi-. amount,

or sometimes tlu anmunt of net sales, gives a lonvenient base on which to estimate per-

tentages Either figure i> spoken of as the " turnovir." The busine^s man is most likely

to use the term as referring to the net sale>.

In closing the Trading account the balance will be placed on the debit side if there is a

gain, and on the credit side if there is a loss. The figure may be designated as the gross

profit or the gross loss for the period. The account is then ruled and footed in the ordinary

way, and the amount of the gross profit or loss carried below the ruling as the starting figure

for our Loss and Gain account. The Loss and Gain account must then take into considera-

tion all figures which we are in the habit of using in the loss and gain column in our

working Balance Sheet, and which have not been used in m '.king up the Trading account.

The balance of this Loss and Gain account will bt; known as the net gain for the period,

and it will be easily understood that this net gain must be the same figure that the difference

between the loss and gain columns in the working or columnar Balance Sheet would show.

If we were making a statement for a manufacturing business we might find a slight

difference in the Trading account, which, in addition to the items alrei'dy mentioned, would

be debited with such items as wages, depreciation of machinery, and all direct expenses

of manufacture. In the matter of discounts on s;iles and purchases we find some difference

of opinion as to whether these items should be put in the Trading section or in the Loss

and Gain section. We believe that the better plan is to include them in the Loss and Gain

section, and will accordingly follow this plan in making up our statement.

The object of thus making our statement show not only net gain, but also the gross gain

for the period is to enable those interested in the concern to see whether or not the goods

may be handled at a profit as regards themselves, and to show, further, how this profit is

reduced by other expenses of the business. Sometimes, for instance, it is found that goods

may be bought at a figure and sold at a good rate of profit, but still the net gain amounts

to nothing during the period because of too great a proportion of selling expenses. Salaries

of officials, advertising expenses, travellers' expenses, and so on, are not always proportioned

to the amount of business actually done. If both the gross profit and the net profit are

shown, the trouble will at once become apparent, whereas if only one statement of loss and

gain is made it may be seen that the net profit is not satisfactory, but there is no way of

determining what is the reason for the small amount of profit or perhaps for its entire absence.
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Tlu' Statenu'iit of Assets .iiicl Liabilities .'oos not .iilniit of any suili ilivisioii. a> wc li.ive

inadf use- of it in ttiu Statcniciit of I.osstrs ;inJ (lains. Ynii will n()tf, liowcvci, from tlie

example that it is jx)ssil)le to atraiiK'" assets ami liahilitie-, m system.itu "tiler, and also

especially where partners are conuerned. to show detinitely the process by wliii li we ti^nre

the present worth of each member of the tirm. It may bi' noted in i)assini;. that this State-

ment of Resfmrces an<l Liabilities is sometimes spoken ot as a Halance Sheet, This of

course, may le.id to confiisioi' if not understood, as wc havi- heretofore birii m the

habit of calling the whole sta' meiit cf trial bal.'nc •. rrsoiiiiis .uid liabihtn^, losses and

gains, a Balance Sheet. It would be betti'r always to qualify the teim .mil speak of it .is

a working Bahuue Sheet or a columnar Balance Sheet. Sometimes a tine distinction is

dr.iwn between the niianings of the terms " B.il.mce Sheet " .md " Statement of Kesoiincs

and Liabilitiis." Strictly spi'.iking, a Bal.uice Sheet is a statement conipiled from the books

of a concern which have been ki'pt by doubl,' entry. On the other h.ind. .i St.itenieiit ot

Resources .uid Liabilities may be compiled by .i concern wliu 1: '-eep.i b oks by Single Entry

or even by a jx^rson who keeps no books. We may also note th i' th" combined statement,

as shown by the Trading account lUid the Profit and Li>ss account, is sometimes known

as the Revenue account. English accountajits, in preparing B.ilance Sheets, generally

reverse the order of the items, placing the liabilities on the left or debit si<le of the statement,

and the resources on the right or credit side. We mention these features in oriler that the

student may not be confused, but a little study of the forms presented herewith and others

that may come under the observation of the student should make these things quite clear.

EXERCISES ON MAKING UP FINANCIAL STATEMENTS.

No. 1.—From the following information, which shous .1 ye.ir s business, cdinpile:

(a) Trial Balance.

(6) Trading Account, Profit and Loss Account, and Balance Sheet.

Show percentages on turnoMi (net sales) as in illu>tration.

Plant, 885,000 ; Siilaries, 88,000 : Goods on hand at commencement, 836,(XX) ; Discount

on Purchases, 8500 ; Bank Charges, 8725 ; Freight on Purchases, SI ,250 ; Sundry Creditors,

828,000; Stable Maintenance, 8350; Rents (of sub-let premises), 81,000: Discount on

Sales, 81,500; Lalxir, 839,150 ; Bills Payable, 88,250; Sales (less returns), 8175,082,

TraveUing E.xpeiises, 82,600 ; Rent of Warehouse, 83,000 ; Purchases, $90,000 ; Sundry

Debtors, 820,000; (ieneral Charges, .88,100; Insurance (used 81,310). 81,810; Bills

Receivable. $6,200; C^ish on hand, S547 : A. (Capital), 860,0<i' B. (Capital), 8;<1,400;

Goods on hand at end of year, 815,000.

No. 2.—From the following data make out Trading Account, Profit and Loss Account,

and Balance Sheet for the year ending Dec. 31, 1901 :

G. Brown (Cap. acct.), Cr. 820,000 ; L. Jones (Cap. acct.), Cr. 830.000 ; Cash on hand,

82,200 ; Notes on hand, 88,000 ; Notes payable outstanding, 86,000 ; Accounts Receivable/

812,000; Accounts Payable, 810,000; Goods on hand, Dec. 31st, last year. 89,000; Pur-

chases, 889,000; Sales, 880,000; Wages, 84,000; Brown's private account. Dr. 82,000;

Jones' private account, Dr. 83,000; Expense account, 81.200; Rent, Dr. 81,200; Int.,

Dr. $600 ; Machinery, cost, 813,800 ; Goods on hand at this date, $30,000 ; Interest

accided on Bills payable, 8400. Make provision for possible loss of 10 per cent, on Accounts

Receivable ; allow 5 per cent, interest un Capital Account. Allow Brown 81,500 and Jones

$1,800. salai-y for past year, these amounts remaining unpaid. Brown to receive J of the

net profits and Jones |.
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Note.—In making (irnviMtui tor tin- |H)<>!9ible los* of 10 \>vt ciiit. on At.c<iuiit» Ki'icivablr

.!( th<' t'n<l ot .t tiii.uKi.il v<'>i. wi uill liavr to ni.ikr a Journal riitiv a-> follow^

l.(«<< nii'l C.im. I)i < I. '_**)• I

To K.-sirvc lor had iHhts, $1,2(10.

ihi^ liilix ^liiMilil I.I |iii-ti .1 iiiiiiir.li.it< l\ ,i~ till SI.'JiNt wiiiilil 111 .1 1 h.iij^i .inain-t ii|m la-

1iiin> for till' I urn rit Ihi al yiai In a Miliiiniiar halam r ^liiit. thi l.u-^ anil (iani armunt

tiKUri', VIZ, SI.'JNI, vMniJil 111 lAttliiUil to Lii»> < oluiiill aiul thf Ki-crvi Im Hail Diht^,

> Minili'il to l.i,iliilit\ 1 oliiiHii

In till- st.iifiTiifit (i( Kisinircis ami Liabilities, this RfStTVf for Had Dtbts must n t

lie shown atnoiig tin- liahilitus, hut rallur on the nsonrd- siilc of tin- statmiiTit as a

subtraction from the amount of thi- ,\icounts Kiciivablf.

Lft us supjK)sc that iluniiii; tin- rnsuiiij; ytar one of tin- accounts against which this

provision was made turns out to be partly a had account. Thus, John Jones, who owed us

H! Oih), compromises at .SOc mi thi' dollar The entry would be:

Cish, $500.

Had Debts, $.S(X).

To John Jones $1,000.

As we have a reserve to meet this, we would close the Had Debts .\ i nuiil as li)!lo\>s.

Reserve for Bad Debts, $500.

To tJad Debts, $5(K).

This would close Bad Debts Account and leave $700 to the balance ol Ueserve for Had

Debts.

If the losses fn m Bad Debts had been $1,50('), or $300 greater than the reserve, we

would close the whole atnoiint reserved as follows ;

Reserve for Bad Debts, $1,200.

To Bad Debts, $1,200.

Then the remaining 9M)() would be closed into Loss and Gain direct

:

ss and (lain, S300.

fo Bad Debts, $300.

In making an allowance for interest we liave a second Adjustment Entry to m.ike, which

would appear as follows :

Interest, Dr.

To G. Brown.

To L. Jones.

These items will be placed in the private ai counts of the partners, since you will have

observed that both capital and jirivate accounts have been kept.

In making an allow.ince for s.'ilary a third .Xdjustment Entry would have to be made

as follows

:

Salary, Dr.

To G. Brown.

To L. Jones.

As in the cise of .icrrneil interest, these am lunts will be c.irried into the private accounts

No. 3.--Fioi'i the following information obta-n-d from the books of .Armstrong & Brown

on Dec. 31st, 1S99, make out Tr ling .\ccount. Profit and Loss .\ccount, and Balajicc Sheet

;

Bank charges for the year, $1,500; Notes outstantling, $10,000; Creditors on open
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iiccount. 8:W,0()0; Ki ,il I'.st.ltt. v.iliud now at cast pru. ll'i.tlOO ; I .itl-.rv (ilaiit tost
SHOOO, (.illow 10 iKT cent. (Icprt'cution on this) ; I'lirmtur.' .uul hxtuns fo-t S.Sdtt (.illnw

10 |xr i.iit, .l.|irt(i.itiim)
; p.ii.l for r.nt .in.i t.ix.o. »««K»

: d.n.r.il .xjH-nsfs. $'J,5«Ht , (»tti,,.

salaries, $I,H(K); Aiximiits Kficivahir, $82,800 (riM rv,- 10 pr .<iit. hir ikjsmIiI.- Ii.hI <I< hts)
,

vash on li.uid, 88,900; Kail dthts writttn oif dunnK thf y.ar, $.1,200; n.t s.ili> (Itiiiiin

the yi-ar. 8426.000. tut pure has. s, $:<55,0(K)
; G.mkIs ..n liaiul Dn . ;«M 1898, fJO.CKKt

.

("lootls on hand IKr, 31st. I8W, $25,(100 ; Wants paid la. ti.ry liaiid-. !i,S(t,(KK»

ArnistruuK's .a[)ital, !).(
,
Mst. 1898, «4«()00; Krown's on s,im.- dat.-, $;W.<KH) (.dlow

6 jH-r cent mtir.st on faih ot ih,. i.ipnal a. . uiints) ,
.\ mist rout; >- private acoount is ( iMrged

with $4.8(K), and Brown's with 83.400 (ri" iiiti r.st to Ik' r«( koi„<l on ili.' private aitounts)

;

gains or losses to U; shared equally.

In allowiiiK 10 \ht cent deprtciation on lai X.ry plant and liiinitiir. .uid hxtures we
make Adjustment Entries as follows

:

Depr^iation,

To Factory Plant.

Depreciation,

To {'"urniture and Fixtures.

Tins Depreciation Account will sliow as a loss, while the credit to the Factory I'l.iiit

Accoiint will have the effect of deereasinj; the v.due as already shown hy the dehit sid. of

the account. When depreciation is thus provicU'd for, the inventoiv v.iliie of the Plant
Account will be found by comparing ihe i redit and debit sides of the I'hint .\c. oimt. The
difference must be the value of the plant as it now .,tands. TIk sun. tiMiirinK will „'ive

us the value of Furnitun- and Fixtiir.s.

If it is not desired to directly show a de( lease in the Value "i I'lant. oi ol Furniture and
Fixtures, an entry may be made as follows :

Dei)reciation.

To Reserve for Depreciation.

Tliis Reserve for Depreciation .Account shows a liability ;uid as a negative to the I'lant

.-ind Furniture and Fixtures Accmnts has all the ultimat.' effect of a credit direct to those
accounts. In the -t.itemeni .it K.soiirces and Liabilities, however, this Reserve for

Depreciation must be shown on the Kesoiin-.^ sid.' as a d. elm ti.m from the Plant, or whatever
account it is figured on.

Exercises on closing the Ledger :

In each ot the three exercises (iieccding, the stud' rit will, after making out the
statements, complete the following work-

I 0])en the Ledger .Accounts from tlie .i.ita givf-n.

2. .Make Journal entries for all adjistin, nts m the wav .

etc.

-alary. Interest, Depreciation,

3. Post these entries to the Ledger.

4. Close all accounts that r.ffec! the Tiadin ;, and I'lolit and Loss Accounts, following the
routine laid down in section 18.

ti '
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Section 22.

SINGLE ENTRY.
A business transaction is an exchangt: "f values—something is givtn and something

received. Double Entry Bookkeeping is symmetrical, because it recognizes this and requires,
that in journalizing any traiis;iction, at least two accounts must be affected. It debits
the account representing that which is received, and credits the account representing that
which goes out. In other words, it is a comf)lete system, it looks after both sides of the
transaction, it records all accounts.

Single Entry, instead of attempting this complete record, luis but a single aim, that
of recording the Personal Accounts only. How easy it should be, then, after dealing with
all accounts as in Double Entry to attempt the work of looking after just the Personal
accounts. There is reidly nothing new for you to learn, and we suggest this easy plan of
getting the entries for the following set. Journalize the work in your practice book as you
would by Double Entry, supposing the Journal were the only book of account you were
keeping, outside of the Ledger. Next go over this work and draw your pencil through all

accounts that cannot be classed as Personal. The entries you have left will be the entries
for the set as journalized by Single Entry, and may be arranged in the Journal as shown.

SINGLE ENTRY CASH BOOK.

Date Explanation

1910
Oct. 1

<«
1 '

"
3 i

"
5

5

6
6
7

9
10

II

12

12

13

14

14

15

15 :

16

16

Investment
Cash sales, per cash drawer
From A. Ballantyne, on account
Clerk's salary

Cash sales, per cash drawer
From W. Bennett, on account
From Jas. Jamieson, on account
Cash sales, per cash drawer
One ton coal for office

Paid Smith & Brown, on account
From A. Ballantyne, on account
Clerk's salary

From Mrs. Jno. Adams, on account
To Smith & Brown, on account
For A Ballantyne's no''

Saks per cash drawer
G. F. Dennis' sight dr;

Book-keeper's salary

Note favor of Smith & Brown
Balance on hand ("J)

1
Receipts Payments

1
$50() ! f»0

1 175 38
15 , 00

5 00
246 75

' 3 (K)

' 5 (10

' 127 64

6 50
l(K) 00

25 00
10 00

1 50

50 00
25 (Mt

358 , 40
25 00
25 00

300
:
00

j

961
1
17

1,482 67 1,482
1

67

This Journal will be the only book from which you can post to the Ledger. Otiicr

books may be kept, but at the best they can only be auxiliary ; no posting can be done

.
!
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with them. As cin illustration of these you might in addition to the Journal draw up a

Cash Book and a Bill Book for the set.

OCTOBER 1, 19

Oct. 1, 19 Student commences business with the following resources: Store and

Lot valued at $2,500 : Horse and Wagon valued at $225 ; Cash, $500. (For proper form

of entry see this page.)

Buy of Smith, Brown & Co., City, on account, at 15 days, 10 bbls. A Sugar, 1,250 lbs.,

at 10c. ; 10 ch. Japan Tea, 350 lbs., at 60c. ; 10 ch. Black Tea, 350 lbs., at 45c. ; 5 half

bbls. Mackerel, at $4; 10 mats Java Coffee, 1,250 lbs., at 22c.

Note.—It is unnecessary to enter the items in the Journal, the Invoice itself being placed

on file for reference.

Sell A. Ballantyne, Stratford, on account, 2 ch. J. Tea, 70 lbs., at 70c. ; 2 ch. B. Tea,

70 lbs., at 50c.

1.

Cash sales, per Cash Drawer, $175.38.

2.

Sell Mrs. John Adams, 54 Carlton St., on account, 10 lbs. A. Sugar at He. ; 1 lb. Tea

at 85c. ; 2 lbs. J. Coffee at 28c. (J.)

FORM OF SINGLE ENTRY JOURNAL

Entry Fo. Sundri

I, ij.

Date es Total

Oct. Student.

Commenced busiiies-; invo.tiiis

Store and Let valued at

Horse and Wagon v.ihied at

Cash per C. B.

Cr.

as fijjlows :

$2,5(K)

225
500

(JO

(K)

00

$3,225 00

Smith, Brown & Co. Cr.

Bot. of them on acct., 15 days, goods per
Invoice No. 1.

1

A. Ballantyne.

Sold him on acct. :

2 ch. J. Tea, 70 lbs. at 70l

2 ch. B. " 70 lbs. at 50-

Dr.

787 50

84 00

49 00
35 00

Mrs. J. Adams. Dr.
Sold her on acct. :

10 lbs. A. Sugar at lie.

1 lb. J. Tea at 85c.

2 Ihs. J. Coffee at 2Sc.

Smith, Brown & Co. Cr.

Bot. on acct. goods per inv. No. 2.

1 10

85
56

2 51

256
I

50

iii
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Buy of Smith, Brown & Co., on account, 10 hbls. Brown Sugar, 1,250 lbs., at 9c. ; 10

sacks Rio Coffee, 800 lbs., at 18c.

Sell Wm. Bennett, 144 Ontario St., on account, 4i lbs. Mackerel at 12c. ; 1 lb. B. Tea,
55c. ; 2 lbs. Rio Coffee, at 24c.

3.

Give Smith, Brown & Co., your note at 10 days, payable at College Bank, to apply on
account, $300.

3.

Received cash of A. Ballantyne, on account, $15.

Buy of Smith, Brown & Co., on account. 12 doz. Brooms at $2.25 ; 4 doz. Wood Pails,

at S2.

3.

Sell James Jennison, 186 College St., on account, 25 lbs. A. Sugar at 10c. : 4 lbs. J.

Tea at 80c. ; 2 lbs. Rio Coffee, at 24c.

SINGLE ENTRY STATEMENT.

Resources Liabilities

Personal Accts. per
Cash on hand per

Mdse. inventory
Real Estate invent
Horse and Wagon
Notes on hand per

Notes outstanding

Total Resources
Liabilities

Ledger
C. B.

ory

valued at

B. B.

$4,093 32
732 00

Present Worth

Present \Vortn

Net Investment

$3,361 32

3,361 32
3,225 00

Net Gain $136 32

Entries necessary to change Ledger
to Double Entry form :

Cash Dr.
Mdse. Dr
Real Estate Dr.

Expense Dr.
Bills Rec. Dr i

Bills Pay. Cr.

Proprietor Cr.

$961 17

270 72

225 00

$165 50

$4,093 32 $732 00

961 17

270 72
2,500 00
225 00
119 50
165 50
136 32

Pay clerk cash, to apply on salary, $5.
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5.

Cash sales per Cash Drawer, $246.75.

Sell Mrs. John Adams, on account, 10 lbs. B. Sugar, at 10c.; 4\ lbs. Mackerel, at 12c.

;

2 Wood Pails, at 25c.

6.

Rt'ceivod cash of Wm. Bennett, S3, to he. applied to dobt of 2nd inst., and balance to

be placed to his credit ; and of James Jennison, $5, on account.

7.

Buy of Wm. Gordon, City, on your note at 20 days, payable at Molsons Bank, 2 bbls.

A. Sugar, 250 lbs., at 10c. ; 2 bbls. Brown Sugar, 250 lbs. at 8ic. ; 1 ch. Japan Tea, 35 lbs.,

at 55c. (See note below.)

Note.—No entry is to l)e made in the Journal, because your indebtedness is not to William
Gordon personally, but in the form of bills payable, and is shown by the Bill Book.

Sell Mrs. John Adams, on account, 2 Wood Pails, at 22c. ; 1 Broom, 25c. ; 1 lb. Rio

Coffee, 24c.

7.

Cash sales for the day, as per Cash Drawer, $127.64.

8.

Received of Alex. Ballantyne, his note at 3 days, payable at Traders Bank, to apply on

account, $25. (J. and B.B.)

9.

Sell Wm. Bennett, on account, 50 lbs. B. Sugar it 9Jc. ; 1 Broom, 25c. ; 5 lbs. Rio

Coffee, at 24c. ; 2 Wood Pails, at 22c.

9.

Pay cash for ton of Coal for office use, $6.50.

10.

Pay Smith, Brown & Co., cash to apply on account, $100.

10.

Buy of Geo. F. Dennis, Goderich, on account, at 10 days, 25 bbls. Salt, at $1.25.

10.

Wm. Bennett returns for credit, 4 lbs. ot the Rio Coffee bought 9th inst., the quality

not being satisfactory.

11.

Sell A. Ballantyne, 10 bbls. Salt, at $1.40; 2 ch. J. Tea, 70 lbs., at 70c. ; 3 bbls. B.

Sugar, 375 lbs., at 10c. Receive in payment, cash, $25. Balance on accoimt.

Note.—In transactions like the above m sii.gle entry, it is customary to make an entry in

the Journal debiting the person with the whole bill purchased, and then make a second entry giving

him credit for the amount paid.

12.

Pay clerk cash, to apply on salary, $10.

12.

Receive cash of Mrs. John Adams, to apply on account, $1.50.

13.

Pay Smith, Brown & Co., to apply on account, cash, $50, and your note at 10 days,

payable at College Bank, $100.

^mim
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13.

SeU Wm. Bennett, on account, 10 lbs. A. Sugar, at 10c. ; 2 lbs. J. Tea. at 85c. • 5 lb*.
Rio Cofiee, at 22c.

14.

Buy of Geo. F. Dennis, on account, at 10 days, 2S bbls. Salt, at $1.25.

14.

Receive of A. Ballantyne, for his note of 8th inst., due to-day, $25.

14.

Cash Sales, as per Cash Drawer, $358.40.

15.

Pay Geo. F. Dennis, sight draft on you to apply on account, in cash, $25.

15.

Pay bookkeeper cash, to apply on salary, $25.

Receive of A. BaUantyne, his note at 10 days, payable at Traders Bank, to balance
account, $119.50.

15.

Sell James Jennison, on account, 10 lbs. B. Sugar, at 9Jc. ; 2 lbs J Tea at 8C
5 lbs. Rio Coffee, at 24c.

•
• -

.

16.

Pay your note of 3rd inst., favor of Smith, Hr.iwn & Co.. in cash, $300,

INVENTORY. OCTOBER 16, 19

Mdse. on hand, per Inventory Book t 70 72
Horse and Wagon, valued at '5 00
Store and Lot, valued at 2 00

Note.—You may copy the above Inventory in your Journal immediately following last
entry.

Note.—You may now balance the Cash Book. Po-st the Journal entries for the foregoing
transactions (Loos,; Leaf Ledger). The books are to be changed to Double Entry after you have
completed the posting, full instructions for which are given on this page. You should study
these instructions very carefully, and perform the work precisely as they direct.

TO CHANGE BOOKS FROM SINGLE TO DOUBLE ENTRY
THE FOLLOWING STEPS SHOULD BE TAKEN:

I. Collect all Resources and Liabilities from Ledger, Day Book, Cash Book, BiU Books,
and Inventories and make a neat statement.

n. From this statement find the Present Worth and the Net Gain or Loss.
III. Make the necessary Journal entries in Single Entry form to carry the Net Gain or Loss

and all Resources and Liabilities into the Ledger.

(Copy this Statement and Journal entries in Journal Day Book immediately following
Inventory.)

IV. Post these entries to Ledger and take Trial Balance. (Be sure to take Trial Balance
to prove you have a Double Entry Ledger.)

The student will follow above directions very closely and show Statement and Entries
in Day Book, also Trial B.a!ance from Ledger.

The Business for the balance of the month will now be recorded in Double Entry form,
using Journal Day Book, Cash Book, Invoice Book, and Sales Book (use Manifold Billing
System) for original entry, with Bill Books continued as Auxiliary Books.

i!i
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Section 23.

Oct. 17. Buy of VVm. Goidoi., City, on account. 10 bbls. B. Sugar, 1,250 lbs., at 8r.

(I. B.)

Cash sales, per Cash Drawer, $75.25. (C. B. and S. B.)

Sell Wm. Bennett, on account, 2 lbs. J. Tea, at 80c.; 5 lbs. Rio Coffee, at 25c. ; 30 lbs.

A. Sugar, at lie. (S. B.)

Sell W. F. Chapman, on his note at 15 days, payable at Traders Bank, 5 bbls. A. Sugar,

625 lbs., at lOJc ; 10 bbls. B. Sugar, 1,250 lbs., at 9c. ; 3 ch. J. Tea, 105 lbs., at 65c.

19.

Receive cash of Mrs. John Adams, to balance account.

20.

Buy of Wm. Gordon, on account, 15 bbls. A. Sugar, 1,875 lbs., at 9Jc.

20.

Sell James Jennison, on account, 20 lbs. A. Sugar, at lie. ; 5 lbs. Rio Coffee, at 24c.

;

2 bbls. Salt, at $1.50.

20.

Cash sales, per Cash Drawer, $li5.05.

21.

Give Geo. F. Dennis your note at 30 days, payable at Merchants B.ink, to balance account.

21.

Buy of Wm. Gordon, on account, 5 ch. J. Tea, 175 lbs., at 60c.

22.

Sell A. Ballantyne 10 bbls. Salt, at $1.40 ; 2 ch. J. Tea, 70 lbs., at 70c. ; 2 ch. B. Tea,

70 lbs., at 55c. Receive cash, $50. Balance on account. (Charge full amount of bill

in S. B. and credit for Cash in C. B.)

22.

Pay Smith, Brown & Co., cash on account, 8100.

22.

Cash sales, per Cash Drawer, $98.34.

23.

Sell Frank C. Beecroft, Sarnia, 5 ch. B. Tea, 175 lbs., at 55c. ; 2 doz. W. Pails, at $2.50 ;

4 doz. Brooms, at $2.65 ; 2 half bbls. Mackerel, at $4.75 ; 5 bbls. A. Sugar, 625 lbs., at

lOJc. Receive his note at 10 days, payable at Imperial Bank, SIOO. Balance on account.

23.

Receive cash of Wm. Bennett on account, $5.

24.

Buy of Geo. F. Dennis, on your note at 20 days, 50 bbls. Salt, at $1.25.

24.

Cash sales, per Cash Drawer, $138.40.

25.

Pay cash for permanent improvements on store, $200. (Debit Real Estate.)

25.

Pay Gas Bill in cash, $11.75.

Sell Wm. Bennett, on account, 5 lbs. J. Tea, at 80c. ; 50 lbs. B. Sugar, at 9ic. ; 10 lbs.

Rio Coffee, at 25c.

TJT^
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26.

Receive cash of James Jennison, to balance account, $11.33.

26,

Pay your note of 13th inst.. due to-day, in casli.
'

27.

Buy of Smith, Brown & Co., 10 bbls. A. Sugar, 1.250 lbs., at 10c. ; 10 bbl« B Sutar
1,250 lbs., at 9c.

; 5 ch. J. Tea, 175 lbs., at 60c. : 10 mats J. Coffee, 1,250 lbs., at 22c Give
them your note at 10 days, 8300. Balance on account.

28.

Pay Wm. Gordon, cash on account, $178,44.

28.

Receive cash of A. Ballantyne, for his note of 15th inst., due to-day.

29.

Cash sales, per Cash Drawer, $216.49.

29.

Sell the Horse and Wagon, for cash, $235.

30.

Pay your note of 7th inst., due to-day, in cash.

31.

Pay Bookkeeper $25, and Clerk $15, cash in full for services to date.

INVENTORIES, OCTOBER 31, 19

MDSE., as per Stock Sheet
j426 48REAL ESTATE.—Store and Lot, valued at 2 700 00

You may now post and make a Balance Sheet. After you have completed the Balance
Sheet, close the Ledger and bring down the resources and liabilities, prove them upon a
separate sheet of paper, and present the proof, together with your Ledger, to the teacher
for inspection and approval.

i

li

'

Section 24.

SINGLE ENTRY. NO. 2.

Student wiU xvrite up carefully the following business in Single Entrj' Journal using
Cash Book and BiU Books only as Auxiliary Books, After posting, the books are to be
closed with a view to changing them to Double Entry. (Keep Bank Account running
through Journal just the same as other personal accounts.)

PROVISION BUSINESS.

November 1, 19

Commence business this day with the foUowin.e resources and liabiiitirs •

Resources
:
Cash on hand, $3,000 ; on deposit in Dominion Bank, $4,000 ; 100 bbls-

riour, at $8 ;
A. D. Green's note, dated Oct. 3rd last, at 30 days, $200 ; A. H.

King owes on account, $500.

*P^ ^F



146

1

J

II

Liabilities : Ymir note in favor of Geo. White, dated Aug. J3th last, at 90 days,

payable at Imperial Bank with accrued interest, 1500. Due Hunter & Co.. on

account, $375.

2. Buy of White Bros., on account, 50 bbls. Pork, at $15; 25 bbls. Beef, at $17.25.

3. Give Hunter & Co. your cheque on Dominion Bank, to apply on account, $100.

Sell O. W. Osborne, on account. 25 bbls Flour, at $9 ; 15 bbls. Pork, at $16.50.

4. Deposit cash in Dominion Bank. $500.

SeU for cash, 15 bbls. Beef, at $18.75.

5. Buy of J. J. Bedford, on your note at 15 days, 50 bbls. Beef, at $17.25.

Receive cash for a note due to-day.

Pay White Bros., cash on account. $500.

7. Sell R. J. Hamilton, 20 bbls. Beef, at $18.50 ; 25 bbls. Flour, at $9. Receive cash

$300. Balance on account.

8. Pay cash for set of Office Books and Stationery, $25.

\9. Receive cash of 0. W. Osborne, on account, $250.

10. Deposit cash in Dominion Bank, $1,000.

11. Sell H. A. Patterson, on his note at 60 days, 25 bbls. Pork, at $16.25.

12. Buy a Safe for office use, and pay for same by cheque on Dominion Bank, $225.

Receive cash, A. H. King, on account, $200.

13. Buy for cash, 25 bbls. Pork, at $15,

14. Sell O. W. Osborne, 25 bbls. Beef, at $18.50 ; 25 bbls. Flour, at $9.25. Receive his

note at 10 days, with interest, payable at Traders Bank, $500. Balance on

account.

Your note and the interest upon it, due to-day, has been charged to your account at

Dominion Bank.

15. SeU for cash, 10 bbls. Pork, at $16.50.

16 Draw cash from the business for private use, $50.

17. SeU B. C. Kent, 15 bbls. Beef, at $18.50 ; 10 bbls. Pork, at $16.25 ; Receive cash, $150,

and his note at 60 days, payable at Traders Bank, for balance.

18. Give White Bros, your cheque on Dominion Bank to apply on account, $300.

20. SeU for cash, 10 bbls. Flour, at $9.25 : 5 bbls. Pork, at $16.25.

21. Buy of White Bros., on account, 25 bbls. Beef, at $17.25.

22. Receive cash of A. H. King, to balance account, $300.

23. Buy of J. J. Bedford, on your note, at 25 days, payable at Dominion Bank, 50 bbls. Pork,

at $15.

R. J. Hamilton has compromised with his creditors at 25%. Settle his account on that

basis, receiving cash.

Pay your note due to-day, in cash.

24. Receive cash of 0. W. Osborne on account, $222.50.

Get H. A. Patterson's note, received 11th inst., discounted at the Dominion Bank, and

receive cash for proceeds.

26. Sell D. M. Samson, on account. 20 bbls. Pork, $16.25 ; 10 bbls. Beef, at $18.50.

27. Receive cash for a note, with interest, due to-day.

28. Pay salaries, $50, and Rent of Store, $50, in cash.

INVENTORIES, NOVEMBER 30, 19

15 bbls. Flour, at $8 ; 40 bbls. Pork, at $15 ; 15 bbk. at $17.25.

Office Safe, valued at cost.

/-T'
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Balance and rule up the Cash Book. After I'osting (Loose Leaf ledger), proceed to

change the books to Double Entry, according to instnictions given in the previous work.

After the necessary steps have been taken to change the Ledger to Double Entry, take

a Trial Balance, to be sure that your Ledger :3 in balance before proceeding with December.

.11

Section 25.

THE SYNOPTIC.

As its name wouki indicate, this JnurnaJ is intended to give at a gl.ince, as it were, a

review of the whole condition of a business in so far as that may be shown by the accounts

of the business. By the use of special columns in the journal it is possible at the time the

oumal entry is being made to show the equivalent of the ledger account for such accounts

as are provided with sf)ecial columns.

Such accounts as " Bank," " Cash," " Merchandise," " Bills Payable," and " Bills

Receivable " readily suggest themselves as being proper subjects for special columns. It

will be borne in mind, however, that the number of special columns will vary according to

the nature of the business and the frequency with which entries concerning certain accounts

may recur. This is indicated in stock forms of such Journals where one may find certain

columns with the names of the accounts printed at the top and other columns left without

headings in order that they may be filled in to meet the requirements of the particular business.

It is intended that the entries for December are to be entered in the Synoptic, and further

explanation of this Journal will be better appreciated by following the course of the entries

illustrated. A reference to the statement prepared at the end of the preceding month will

show that among the resources and liabilities were the following items; Cash $2,808.11,

Bank $4,368.63, Bills Receivable $290.00, Bills Payable $750.00. Let us suppose that a

new Ledger is being of)ened. The accounts mentioned, being kept in the Synoptic, we enter

figures in their proper columns as illustrated. The net difference between the three resources

and the one liability is $6,716.74. This is placed in the colunui headed " Ledger Cr." as

representing part of the credit to the account of " Student." the former proprietor. In

opening the ledger, the other resources and liabilities will be entered to the debit and credit

of their respective accounts, while " Student " will be credited in his account as a partner

with the Present Worth with which he closed the month of November.

With the Journal and Ledger thus properly opened we may proceed with the entries for

December. The entry for White's investment, if put in simple Journal entry form, would be :

Bills Receivable

Interest

Cash

To G. White

$1,200.00

10.85

fi,.325.89

;::i ii

$7,536.74

m!

I

In placing this entry in the Synoptic, the accounts for Bills Receivable, Interest and Cash

i
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are debiti-d by tlie sinipli- proifsis df [ilaiing thi- fiKiirt-s set opposite thfs<' accounts in the
proptr columns in the Synoptic.

As tluTc is no particular colmiin f(ir \Vl)it('s tntriis, we plact; the ftpirc of his credit,

$7,536.74, in the cohinin rcscrvtd for Mi.h ai counts ; nairuly, " I.cdKor Cr." It will also be
noticed that the name of (r White )n-t> special mention in the cojunin headed " Accounts

"

as, in posting, it will be necessary to know to whom to credit the amount S7,S;i«.74.

If the student will thus plare liefore him the journal entry in its simple form, and then
compare it with the illustration in the Synoptic, he will have less dilticulty in appreciating the

use of these special columns. While we illustrate a few entries at the beginning and the
end of the month, we recommend that the student place every en'ry for the month of December
in his Synoptic journal. In doinK tliis it will he borne in mind that in parsing from page to

page of the journal, the columns should be footed at the base oi a page and these footings

should be brougiit forward to the top of the iie.xt page.

When we come to posting for the month we realise one of the advantages of the Synoptic.

We have the posting of the Merchandise, Cash, Interest and Discount, Bank, E.xpense, Bills

Keceixable and Bills Payable accounts already before us. All that remains is the posting to

the Ledger of such items as are found in the " Ledger Dr." and " Ledger Cr." columns.
Looking at the closing of the Synoptic the student will find that the footings of the Merchandise
Interest and Discount, and Expense accounts are carried into the Ledger for convenience
in closing the account necessary to a statement of Losses and Gains. The Cash, Bank, Bills

Receivable and Bills Payable accounts may be treated as illustrated and the balances of these

accounts used in the Trial Balance without any necessity of these accounts appearing in the
Ledger.

The Synoptic, as it is here illustrated, provides for the debiting and crediting of all personal

accounts individually in this book. This plan is especially adapted for a business in which
a great many entries are not required. When the \olume of business is large and a great

many sales and purchases must necessarily be recorded, the Loose Leaf Bill and Charge
system would l)e used for sales, and a Purchase Journal for purchases of merchandise. If

the bill and charge system were used for salis, the personal accounts affected by these sales

would not be recorded in the Synoptic. These personal accounts would l>e charged direct

from the duplicates of the invoices, and the total of the credit merchandise sales as shown on
the " Recapitulation of Sales o( Merchandise " sheet would be entered from the Recapitulation

Sheet to the Debit Ledger Column in the Synoptic and charged to .Accounts Receivable,

A similar plan would be followed tor merchandise purchases, if a merchandise purchase
journal were used, and for the bills receivable and bills payable accounts if the bill books were
used. When entries are recorded in the Synoptic in tliis manner, it really becomes a cash

journal supplemented by special coliimns in whicn may be entered a daily, weekly or monthly-

synopsis of the entries appearini; in other hooks of original entry.

1. Admit Geo. H. White and W. D. 3,-ll us equal paitners in the business.

Geo. H. White invests A. C. Harper's note, dated October 7th last, a* "0 days, with
interest. 81,200; Interest accrued to date, 6%, and ca.sh to make ; investment
equal to the Student's Present Worth as per Ledger to date.

W. D. bell invests a note made by Baird & Goodson, dated Nov. 16th last, at 90 days,

$1,500; Discount to maturity, 6%, and cash to equalize Present Worth or Net
Investment.

^rm mm^mmmmmmmtmmmmm mMiMPV
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Sell for CmJi. 15 bbls. Flour, at $».25.

Deposit in the Dominion Biuik, cisli $12,000.

2. Buy of Cummings & Co., 300 bbls. B-if. at $17.25 ; 50 Ibis. Purk. .tt $15. C.ive in

payment your note at 10 day>, $5,175; your note at 30 days, $750 ,
l)<)tli note»

piiyable at the Dorr -idn Bank, with interest.

Take out policy of insurance for one year on property in store, $10,000. Fay premium

at 1) % in cash.

3. Receive cash of 0. \V. Osborne, on account, $100.

4. Sell Raymond Bros., C.uelph, 25 bbls. Pork, at $16 25 ; 25 bbls. Beef, at $18.50

Receive i
> payment, cash. $168.75 ; their note at 20 d.iys, with interest, payable

at the Molsons Bank, Guelpli, $400. Balance on account.

6. Deposit cash in Dominion Bank, $500.

Buy of jI. a. Ferguson, House and I.ot, 300 Huron St., for $6,000. Assume .i mort-

gage or same of $2,000, with interest accrued from Oct. 4th last. 63 days, and

pay him the balan'.e by cheque on Dominion Bank.

Buy 500 bbls. of Flour, at $8, .md pay for same by cheque on your bank.

8. Pay Wliite Bros, to apply on account, B. C. Kent's note received 17th ult., less discount

to maturity.

Accept a draft at 10 d.iys' sight, drawn oji W. D. Bell by \V. Dingman, for his private

account, $600.

10. Pay cash for Coal for office use, $12.80.

Receive of D. M. Samson, to apply on account, his cheque on Merchants Bank of Canada,

$310.

11. SeU O. W. Osborne, on account, 200 bbls. Hour, at $9.25 ; 100 bbls. Beef, at $18 50

A. C. Harper, whose note White invested and f;uaranteed its payment, has compromised

with his creditors at 50%. Receive ca.sh, ond charge .lu deficient y to White's

account. (63 days' int.)

12. Deposit in Bank Samson's cheque, receive.! 10th inst.

Pay Hi- r & Co cash to balance account.

Receiv oh of O. W. Osbom°, on account, $3,543.75.

13. Bu. < ' jeymour & Scott, on account, 250 bbls. Pork, at $15.

Exchange cheques with W. E. Small for his .iccommodation, $500. His cheque is

dateil 16th inst.

i5. Your .lote due to-day, with inte'.st has been charged to your account at the I>ominion

Bank City.

16. Sell for fash, 100 bbls. Beef, at $18.50.

W. E. Small being unable to provide for the cheque received of him 13th inst., gives

you his note at 10 days, with interest, endorsed by Morg.m & W'right.

18. Draw a draft on Raymond Bros., at 60 days, for $200, and get itdis^oi nted at Dominion

Bank, receivins; credit for the proceeds.

Sell D. M. Samson, on account, 150 bbls. Pork, at 8i«.2.=i
; 100 bbls. Flour, at $9.25.

Insure the House, No. 300 Huron St., for $4,000, at 1J%, tor one year. Pay premium

in cash.
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24.

26.

27.

28.

21. Receive of O. VV. Osborne, to balance account, his note at 60 days, for 1250.

.\ccept Seymour & Scott's draft on you at S days' sight, payable at Dominion Bank, to

appl\' on account, $2,000.

Pay an acceptanco due to-day in c;ish.

21. Your note due to-day has been charged to your account at your Bank.

23. Student and Geo. H. White, doubting the responsibility of O. W. Osborne, whose note

the lirm holds, W. D. Bell offers to buy the note at 75% of its face which offer is

accepted Make an entry to adjust the transaction.

Pay White Bros., on account, $100.

Buy of J. J. Bedford, 150 bbls. Flour, at $8 ; 50 bbls. Beef, at $17.25. Give him your

note at 60 days, payable at Dominion Bank, for $500, and cheque for balance.

Pay cash for permanent repairs and improvements on House, No. 300 Huron St. $575.

Receive cash for a note due to-day. (See B. B.)

Sell Raymond Bros., 200 bbls. Flour, at $9.25 ; 165 bbls. Pork at $16.25. Re-eive their

note at 30 days, $2,000. Balance on account.

Deposit cash in the Dominion Bank, $5,000.

Cummings & Co., who hold your note for $750, given them on the 2nd inst., offer to

discount $25 and the accrued interest if you will pay it to-day. Accept this

proposition and give them a cheque on Dominion Bank.

29. Your acceptance due to-day has been charged to your account at your bank.

Sell the House and Lot, No. 300 Huron St., to Jas. W. Foster, for $6,500. In addition

to this price, he allows you for the permanent repairs and improvements paid

for the 26th inst. and also $57.50 on the insurance paid 18th inst. He assumes in

payment the mo'. igage of $2,000 and accrued interest
;
gives you his cheque on the

Imperial Bank for $2,108.94, and a mortgage upon the property for the balance

Receive cash for a note due to-day.

31. Receive cash of D. M. Samson, to balance account, $3,562.50.

Pay Salaries and Rent of Store in cash. $100.

Deposit cash in Dominion Bank, $7,000.

INVENTORIES, DECEMBER 31, 19..

MDSE.— ISO bbls. Flour, at $8 ; 140 bbls Beef at $17.25.

EXPENSK.—Insurance unearned, $137.50 ;
Office Safe, valued at 5% below cost.

Post (Loose I eaf Ledger) and make out a Balance Sheet. Close the Ledger and prove

the balances as heretofore instructed. Present your books, statements, and proofs of the

balances to the teaihei before proceeding with the next work.

STUDY THESE QUESTIONS FOR REVIEW CAREFULLY.

'What is the distinguishing feature of Single Entry Bookkeeping ? *To what extent

is it necessary to record busin^^ss transactions in Single Entry ? *What book are generally

used ? *What additional books are sometimes employed ? 'In Single Entry, why can

you not show in detail your gains and losses ? 'How do you determine your Net Gain

or Net Loss ? "When will the results exhibit a Net Loss ?
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nVl.at is the first step preparatory to d.anging books from Single to Double Fntrv '-The second step ?
-o wwhy must the Present Worth be found hire tl^Ne £ 'orNet Loss can be determ.ned ? -What add.fonal accounts ,s it necessary to ^ n o chlgl

?i;!;"r;hri^t.r-LZf '^ ^" «-• ^'- ^° ^-^ -^ -- - -
"^

M|scellaneous.-From what source do you get the .nfornufc; necessary to make out .Statement of the Resources and Liabilities ? Could you find your Net Ga,n or Net L , s

Wor h ? If m makmg out the statement preparatory- to cha,.g,n. to Double Entry a resource

tuttrrbisTo ^™""
r ''T

""- "'"^ ''^'"

'

'''-^ '^"^^-^ --^ brLd^rsiJouDie tntry books to correct such an omission ?

il!

Section 26.

SINGLE TNTRY EXERCISES.

No. !.

I find the following results from a set of books kept by single entry

dose of^'Ierm sTsT^'-'T!' •"*/"^f*:"g
*^^'^' ».000. P...onal accounts due firm at

tZ Hz P I

Notes on hand, $1,200; accrued mterest on same. ?M6 ; Cash on

nTuran^Sl^ TtT"''/"'"/^."-
'''^'- D''-'-* "" ^ank, $2,4..

,
Unexpired

L™d bv fi™ $U^" Mr'"?' *'""/ ''°^" outstanding, $600; Sum of invoices

amounted to i74i^^' ^"'[^''''f^''''
°! ''™- «2,800. on winch the accrued mterest

sales lor cash, $5,480 ; sales on account, $2 210

etc ''sTow!7^iVTo.'[V".
""''",'

'T' °' --"P"'"'' '^"' ^"> "^-^-y °f «ffi- f-niture.etc showed $315. Stocktakmg also showed goods on lumd, $1 210

No. 2.

From Single Entry books I find the foUowing results •

$2^ L! F .
'.

^^^""^ '^"% •^•^' "'•^ '''''"''' ^' B'"^ R--vable on hand.

^^' ^'^^f*''t« "-^'"».°;y- ««.200; Notes outstanding, $1,138; Mdse. on hand

fi>m $4 iS pT "1 a"'""' V ^
^"' '•^="'^'-'' »«'^

^
P—

'
Accounts due by

«65;*^e?credr$';2,m°"""
'^' " '^"'' '^''^

^
"^^''^^ °" '^'-'-^'* "^ *" ^'^'-

Supposing aU expenses to be entered in special column, wc find error and tracr ir tn

ill
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No. 3.

A.. B. and C. enter into partnership Jan. 1, 1900, investing $4,000, 16,000, and $8,000

resjJectively, agreeing to share losses and gains according to investment, and allow A. Salary

$1 ,800 for managing the busmess. The books were kept in Single Entry form. They showed

at the end of the year the total resources to be $38,268. two-thirds of which wore Ledger

accounts, one-eighth of the remainder were notes, three-quarters of the remainder was shown

by Cash Book and the balance by Inventories of Merchandise and Real Estate in ratio 12 to 13.

The liabilities were $7,200 in Ledger accounts ; Rent due, $468 ;
Mortgage on Real

Estate, $9,600; Interest due on Mortgage, $40 > ; Bills Payable as per B. Book, $800.

Find Present Worth of business and Net Gain. Make all necessary Journal entries for

changing books to Double Entry and show standing of partners' accounts after the change.

Section 27.

FARM ACCOUNTING.

October 1, 19 Student has this day leased the farm of Farmer Dobson for a term

of five years ; said farm being Lot No , in the Concession of

Township of in the County of in the Province of Ontario,

and containing One Hundred Acres, more or less.

Student agrees to pay therefor an annual rental of Two Hundred and Fifty Dollars of

lawful money of Canada, payable yearly on the first day of October in each and every year

during said term, the first payment to become due on the first day of October, 19

Student further agrees to put on the farm each year, permanent improvements to the

value of Fifty Dollars and to pay all taxes and to perform Statute Labor ; to keep fe xes

and buildings in repair ; and to cut no timber without lessor's permission, except what he

may need for firewood or threshing purposes on the farm.

Student also agrees to summer-fallow and sufficiently manure each year at least six

acres, sowing same with Fall Wheat and seeding down with good, clean Timothy and Clover,

the Timothy being sown in the fall and the Clover in the sfing, and will leave nine acres

of Fall Wheat on the farm well put in on fallow land at the expiration of the lease, being

in consideration of getting from the lessor, with demised premises, nine acres of ^^all Wheat

on fallow land.

Student or lessee also agrees not to have more than forty acres of grain in any one year

and to sell no hay or straw, and at expiration of lease to leave straw then on hand for lessor's

benefit, said lessee having received straw on hand when taking possession of said premises.

(Copy above in Day Book.)

Student will open up books in Double Entry, using Journal Day-Book and Ledger

only. He may keep Single Entry form of Cash Book for first part of the set.

Oct. 2. Student invests resources as follows

:

Six stock steers, valued at $35 each.

Four cows, valued at $35 each.

Four calves, valued at $10 each.

One team working horses, valued at $200.

mmm 4HPVM
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Fifty white fowls, valued at 20 cents each.

Tools and Implements, valued at $200.

Cash on hand, $400.

(Open accounts for Cattle, Horses, Poultry, Tools and Implements.)

Oct. 3. Bought from former tenant, for cash : 20 tons Hay in bam, at 86 per ton ; 300

bush. Oats at 30c. ; 50 bush. Peas at 60c.

(Open accounts for Hay, Oats, and Peas.)

" 14. Finished plowing 10 acres intended for Pea land next summer. Seven days for

horses, $2; seven days f_, man, 81.

(Debit Pea Account to Horse and Labor Accounts.)
" 15. Withdraw for running expenses, cash, $12.

" 22. Bought at Jas. Martin's auction sale, I pr. Bob-sleighs, $16 ; 1 Hay Rack. $4.

Paid for same in cash, receiving 5% discount.

(Do not open Interest or Discount Accounts here.)

Nov. 2. Finished plow-ng 18 acres intended for Oat crop. Ten days for man and team.

3. Insured contents of building in the Perth Mutual Fire Insurance Co. for $740 for

one year at i% premium. Paid agent's fee, $1, and premium.
" 4. Sold 60 lbs. of Butter at 17c., taking groceries for the same.
" 5. Paid premium on Life Insurance Policy, 829.

6. Got 50 bush. Oats crushed for horses, allowing miller to take toll. Oats valued

at 30c. (Debit Horse Account.)
" 14. Finished plowing six acres intended for summer-fallow. Four days for man and

team. (Debit Wheat Account.)
" 15. Bought for cash, 20 bush. Manitoba Frozen Wheat at 50c. per bush., to be used

as chicken feed.

" 16. Hauled stones, to repair yard, for half day with man and team. Bought lumber

for new pump platform, $1. (Debit Jas. Dobson.)
" 18. Withdraw for running expenses, 88.

" 19. Brought home Sleighs and Wagon r..uk bought at Martin's sale. Half day for

man and team.
" 21. Repaired fence around Wheat field, one day for man.

Dec. 1. Bought from Jas. Dobson for $50 the ti /er on two acres of Bush land, payable

May 1st.

" 15. Bought at Oatmeal mill two tons of Oat seeds at $6 per ton, to be used for cattle

feed, paymg cash. Hauling above one day for man and team.
" 16. Withdraw for running expenses, $13.

" 30. Have fed up to date 3 tons of Hay to Horses ;ind 2 tons to Cattle at $6 per ton.

Paid Jones & Smith for cutting 40 cords of long wood at 70c.; 20 cords of short

wood at 45c. ; 10 cords of Basswood for heading at 60c. ; and 40 Elm saw

logs at 12ic.

Jan. 3. Received from Secretary of School Board payment for 20 cords short wood at

$2. Team and man 4 days hauling the same.

" 23. Received from Alex Mustard, saw miller, payment for 12 M. Soft Elm logs at $5.

and reserved c") of same for nmning expenses. Man and team were 8 days

hauling logs.

Feb. 4. Paid George White cash for half-day for crushing gram, $2. One half of meal

for cattle and other half for horses. As nearly as we can estimate there were

200 bush, of Oats crushed. (Charge to Horses and Cattle Accounts.)

I
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Feb 13.

" 25.

" 27.

t

" 15.

16.

" 20.

" 21.

Apr. 1.

" 1.

" 3.

" 10.

" 19.

" 19.

'• 20.

" 25

" 29.

May 1

• 2

Received payment for 10 cords Heading, delivered at Salt Works at $2.50. Man
and team were three days hauling same.

Got 50 bush. Peas crushed at mill for cattle, paying 7c per c\.'t. for crushing. Peas

are now worth 65c. per bushel.

Rixeived payment from John Hamilton for 20 cor'.'j iiard wood delivered at $3.

Five days hauling, man and team.

B'dglit for cash, 1 bbl. Salt for Cattle at $1.25 . also U.iught a Daisy Churn, $5.

Paid Jas. McDonald, blacksmith, for horseshoeing up to date, S4.25. Paid

Dr. Brown his bill, $7. Withdrew for rajming expenses, $14.

Jeceived payment of 20 cords wood delivered at Salt Block at $2 per cord. Five

days hauling.

Paid Geo. White half day cuttinc •<i> for cattle, $2.

Finished pruning orchard; 10 i ivork for man at $1.25, James Dobson to

pay half, counting it as per ent improvement. (Open Orchard Account.)

Bought for cash one ton of Bran for cattle, $12.

Hauled for Jas. Dobson, 150 Cedar Posts at 3c. (Credit Horse Account and Labor
Account each for one-half.)

Paid Peter Schmidt for two months' work, $25.

(Post up books and take Trial Balance.)

(Student will now use Double Entry Cash H ok.)

Bought of Robert Scott, Seed Merchant, for cash: 16 bush. Mummy Peas, at

65c. ; 40 bush. Banner Oats, at 40c ; 1 bush. Clover Seed, at $7.

Bought of agent of Massey, Harris & Co., on my note of 5 mos, one Wisner

Seed Drill combined, $65.

Got 50 bush, of Oats remaining in granary crushed for horses, allowing Miller to

take toll. Oats for feeding purposes are now worth 35c.

Finished sowing 8 acres of Peas on land plowed last fall. Three days for one man
ijid team.

Finished sowing 20 acres Oats. Seven days for man and team. (Two acres of

this land were plowed for peas last fall, therefore debit Oat Account for

plowing same at $2 per acre.)

Cleared land on farm for this season is divided as follows : Wheat, 9 acres ; Peas,

8 acres ; Oats, 20 acres ; Summer Fallow, 6 acres ; Hay, 20 acres ; Pasture,

27 acres. (As the ror.i, including improvements, amounts to $300, the student

will now debit Orchard Account with $30 and each kind of crop with its share

of balance, charging land under fallow to Wheat Account.)

Bought for casli, 10 bush. Manitoba Wheat at 60c. for chicken feed.

Withdrew for running expenses, $11.

Boarded H. Good for 24 meals at 15c. per meal while working for Jas. Dobson.

(Credit Expense.)

Paid Jas. Dobson $50 due lo-day for timber, as agreed.

Finished building for Jas. Dobson 100 rods " Avery " Patent Fence, at 15c. per

rod.

mi
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May 4.

" 4.

" 20.

" 23.

"
31.

June 1.

"
15.

'•

20.

"
21.

"
26.

30.

'
30.

July 1.

"
20.

" 20.

" 20.

" 21.

" 24.

*• 28.

" 31.

ius. 5.

•
19.

'
21.

"
22.

" 26.

' 26.

"
31.

Sold (or cash to T. Ballantyno & Co., 2 i.it Steers weighing 2,680 lbs., ut SJc. per

lb., and a fat Cow, weighing 1,220 lbs., at 4Jc. Withdrew $17 of the money

received for running expenses (In all cattle transactions credit lalxjr SI

per head for delivering and the same ior buying, if not other\.vise stated.)

Bought two cows for cash at $40 each.

Finished picking stones off Hay land. Two days for team and four dajs for man.

Turned Cattle out to gra^s tu-day. Have fed them since New Yiar's 8 tons of

Hay at $6. (Debit Horses with remaining 7 tons, including balance on hand.)

Debit Cattle to pasture for 13 head for 8 days at 5c. per head each, per day.

Bought from James Stark, 5 Stock Steers at $40 per head, paying half cash, balance

on note at 3 months.

Took from horse bin 5 bush, crushed Oats to feed poultry, Meal worth Ic. per lb.

Received from creamery for Cream sent during May, $16, and retained same for

running expenses.

Finished cutting thistles in Pea field, 3 days; in Oat field, 5 days, at $1.25.

Finished hauling manure on fallow. Team 3 days at $2, labor 6 days at $1.25.

Plowing and harrowing fallow to date. Team 4 days at $2, labor 4 days at .?1.25.

Pastured 18 head of Cattle for month of June at $1.50 per month, also team of

Horses, for 15 days at $2 per month each.

Withdrew for hohday expenses, $10.

Received payment from creamery for 150 inches Cream sent during June, testing

110. Butter for month was sold at 18Jc. per lb., and proprietors of creamery

received 3Jc. per lb. for manufacturing. (When Cream tests 100 it makes

one pound of Butter.)

Sold to T. Ballantyne & Co., for cash, 3 Fat Steers averaging 1,300 each, at 5c.

per lb., buyer taking away Cattle in this case.

Paid Schmidt $25 on his wages.

Finished Haying. Horse, 10 days at $2; Labor, 25 days at $1.25.

Sold $3.25 worth of Cherries and bought Groceries with the saHie.

Finished gang ploughing and harrowing fallow. Team, 2i days at $2. Labor,

2i days at $1.50.

Pastured 15 head of Cattle for 1 month and 3 head for f of month at §1.50.

Finished Wheat Harvest. Time spent : Horses, 4 days at $2 ; Labor, 6 days

at $1.50.

Finished Pea Harvest. 1 J days for Horses at $2 ; 1 1 days' Labor, pulling, hauling,

etc., at $1.50.

Riceived from Creamery for July, $19.30, and retained same for running expenses.

Sold 10 bbls. Summer Apples at 75c. per bbl. Labor, 15c. per bbl for picking ;

Horses, 10c. per bbl. for hauling.

Finished Oat Harvest. 2\ days for Horses at $2 ; 8 days' Labor at $1.50.

Paid R. Henderson for cutting 9 acres Wheat and 20 acres Oats with binder at

$! per acre.

Pastured 15 head of Cattle for 1 month at fl.50.

i
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, Paid Notes due to-day, $165.

Paid (or threshing season's crop, $15
; proportioned as follows :

Wheat, $5; Oats, $7; Peas, $3; also 15 days' L;ibor at «1.50 to be repaid to
neighbors. (Divide among the different grains in the same proportion as
cash paid for threshing.)

Bought for cash. 1 bush. Timothy seed, at $2.50.

Finished sowing 9 acres Fall Wheat. Total time spent hauling manure, plowing,
harrowing and sowing, ten days for team at $2 ; twelve days for man at $1.25.

Sold for cash td Ballantyne & Co., 6 Fat Steers averaging 1,180 lbs., at 4ic. per lb.

Sold at barn for Seed, receiving cash for same, 100 bush Red Clawson Wheat at
8Sc., and 50 bush. Surprise at 80c.

Sold on trees for cash, Irt bbls. Fall Apples at $1.25 per bbl.

Finished some ditching for James Dobson to make up balance due for permanent
improvements, $18.15.

Received cash from Creamery for August, $18.20.

Settled Grocer's bill, $36.75, having received credit for eggs sold during summer,
$31.25; paid balance in cash. (Have allowed eggs used in house during
summer to pay for labor in connection with Poultry.)

Paid Blacksmith's bill for horseshoeing, $2.10; repairs to tools and implements
$3.80.

Paid taxes, $26.70.

Paid Schmidt his wages up to date, $65. Received from Creamery for September
$13.95.

Have fed to Horses since haying, 2J tons Hay at $6. Sold for cash, Apples re-

maining in Orchard, $45. Pastured during September, 9 Cattle for I month,
and 6 Cattle for J month at $1.50 each per month. Paid James Dobson
one year's Rent, $250.

Post to Loose Leaf Ledger, prepare usual statements, and present for certification.

"
5.

"
11.

" 14.

" 16.

'

18.

"
18.

" 20.

" 22.

' 23.

" 24.

" 30.

" 30.

INVENK^RY, SEPTEMBER 30. 19

Horses—One Team valued at |200 00
Cattle—Five Cows at $35 each 175 00

Four Yearlings at S22 88 00
Five Calves at $10 5000

Hay—35 tons at 86 per ton 210 00
Wheat—140 bush, at 80c

1 12 00
Oats—1.000 bush, at 30c 300 00
Peas—250 bush, .it 60c 150 00
Pasture remaining useful, worth 15 00
Tools and Implements, valued at 250 00
Poultry—70 Leghorn Fowls, at 20c. each 14 00
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Section 28.

RETAIL PROVISION BUSINESS.

Tho rtc.oras of this business will be kept in the Joiirn.il Day Hook ;ui<i C.isli Book as

principal books, and IVrsonal Lc(lf,'ir as an auxiliary book. As iiKlirat.-d in the name,

this Ledger will contain iiersonal accounts of retail customers onlv. Tin- usual plan is to

jx)st all orders unpaid, dinct from the Order Book or Check Slip on uliK li items are jotted

down as named by customer, into this I.edser and this is the only entry made lor retail sales.

All cash items received on account are also carried into this book Smh ( ash is placed

in Cash Drawer with all sundry rei eipts. ami is carried into (ieneral Cash Book to the credit

of Merchandise Account as Cash Sales.

This plan renders it necessary to consider the baUuices due from customers as shown by

the Personal Ledger as a Merchandise Inventory in closing the books. This is based on

the presumption that goods are not considered sold until paid for. i.e.. no credits are given

to Mdse. Account until these personal debts are paid.

LOOSE LEAF MANIFOLD BILLWG. SYSTEM AS APPLIED TO A RETAIL

BUSINESS.

In a retail business it is a great advantage to have ready at any time for credit customers

an itemized statement of account. In the wholesale business customers are supjiosed to

keep all invoices showing details of purchases. When a statement is rendered as between

a wholesaler and his customer, only the totals of the different invoices are jotted down.

The housewife is not generally so careful of the different bills that come to her with each delivery

of goods. Consequently there is often a demand at the end of the nmnth tor a re-itemizing

of every purchase. The Personal Ledger illustrated provides for this. It is practically a

combination of a Ledger Account ;uid a Running Statement of Account. Items are copied

in detail from the coimter check slip or order book. By means of carbon paper two copies

are made at one writing. The original is ready for the customer at any minute. The
duplicate remains with the firm.

Of course this means a binder in which these sheets and duplicates m.iy be securely

kept. This may be of the form of the Ledger Binder heretofore used in your work, and

illustrated in the article on Modern Methods, or the Ledgerette Bill File, described in the

same article, may be used.

Some retail firms follow practically the same order of procedure as wholesale houses.

The items of every purchase are noted on the bill made in duplicate in the counter check

book. One of these bills goes to the customer with the goods, the other is filed for convenient

reference by the firm selling the goods. The Ledger Account of the customer is made up by
charging him with the totals of these bills.

.\ statement rendered from such a Ledger will therefore be a statement of totals instead

of items of each succeeding bill.

MEMORANDA OK TRANSACTIONS, NOVEMBER I, 191

j

i

I

Student will commence a Retail Grocery and Provision Business this day, in the store

No. 188 Yonge Street, leased of J. A. Banning for five years, at <600 per year.

j^-^J
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FORM OF PERSONAL LEDGER.

I'M

mmm



161

1

I

NO BANK ACCOUNT IN LEDGER.

Investment of $2,500 cash, which is deposited in Bank of Montreal. (Ciish BiKik.)

At the close of the first day's business memoranda of business transacted as follows

are found on the desk

:

Receipted bills for an Iron Safe. 1100; Horse, $125; Hurniss, $12; Wagon, $60;
Platform Scales, $35 ; Counter Scales, $26 ; and Office BtKiks, $7 ; purchased by cheque.

iCasii Book.)

An invoice of Groceries, Wooden Ware, etc., purchased of Perkins, Ince & Co., City,

amounting to $725.80. The terms of purchase are 6 months, or 5",, and 2J% off for cash.

Paid by cluque. (Cash Book.)

An invoice of Groceries, Provisions, Camied Goods, etc., purcliased of H. I'. Eckhardt

& Co.. City, amounting to $1,(»7.50. Terms 10 days. (Journal.)

Note.—In a business of this character considerable Merchandise in tin loini of fruit, vege-
tables, etc., is daily purchased of gardeners and paid for out of the rasli drawir. In such case

no entry is necessary, as the merchandise purchased replaces the other ^ckkIs sold, for which
this cash was received.

An exchange of goods from the store for fruit, vegetables, etc., a balance being paid or

received in Ciish, is also a common transaction, a- ! requires no entry, for the reasijn indicated

above. A balance received would increase the dra., cash and be entind as a sale at the end
of the day, and a balance paid would reduce the amount of drawer sales, in effect showing a
purchase of goods.

The following charges are found on the Order B(.c:£, (P. L.) : W. H. Billings, 40 St.

(ieorge Street, I lb. Japan Tea, 50c. ; 10 lbs. Gran. Sugar, at lOJc. ; 1 gal. Molassts, 40c.

W. S. Wood, 25 Ann Street, 3 doz. Eggs, at 20c. ; 10 lbs. B. Sugar, at 9c. ; 5 bush. E. R.

Potatoes, at 60c. ; 2 W. Pails, at 20c. John Wilson, 248 Church Street, 10 Ibi,. A. C. Sugar,

at 9Jc. ; 4i lbs. C. Fish, at 8c. ; 2 lbs. Java Coffee, at 35c. ; 5 gals. K. Oil, at 15c. A. C.

Davis, 24 Maitland Street. 15 lbs. Gran. Sugar, lOJc. ; 10 lbs. B. Sugar, at 9c. ; 5 bush.

Potatoes, at 60c. ; 5 lbs. L. Raisins, at I3c. A B. Hardy, 51 Cowan Avenue, 1 lb. Y, H.

Tea. 48c. ; 15 lbs. A. C. Sugar, at 9}c. ; 5 lbs. C. Fish, at 8c. ; 1 gal. S. H. Syrup, 68c.

F. G. Walker, 540 jarvis Street. 10 lbs. A. C. Suga', at 91c. ; 5 bush. Potatoes, at 60c. ;

1 lb. Japan Tea, 50c. ; 2 lbs. Java Coffee, at 35c.

Cash sales, shown by cash in drawer, $28.45. (Cash Book.)

m

NOVtMBER 2.

At close of this day's business I find the following memoranda upon the desk :

Invoice of Provisions, Wooden Ware, etc., bought of Davison & Hay, at 30 days,

amounting to $327.50.

I also find upon the Order Book the following W. S. Woods, 10 lbs. Butter, at 25c. ;

5 lbs. Chicken, at 12c. ; 10 lbs. A. C. Sugar, at !>ic. W. H. Billings, 5 bush. Potatoes,

at 60c. ; 3 doz. Eggs, at 18c. ; 5 lbs. Butter, at 2.5c

9c. ; 5 bush. Potatoes, at 60c. ; 10 lbs Buttvi, at Ifk.

10 lbs A. C. Sugar, -* 91c. ; I lb. Japan Tea. 50t.

Cash sales for t;. y, $27.90.

NOVF.MBRR 3.

At the close of business th'S day I find the following memoranda upon the desk :

Slip on a spindle showing that I have purchased Vegetables, Poultry-, Butter, etc., of

a farmer, by cheque, to the amount of $39.84.

D. Cummings, 10 lbs. B. Sugar, at

A. C Davis, 10 lbs. Butter, at 25c.
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The following orders iiru found »\^m tli.- Ord.r Hiu.k : F. G. W.ilkor, 10 lbs. Huttcr,
at 25c.

; 5 lbs. fin. k,n. at 12c.
; 1 «.il K Oil, I5c. W. H. Billing. 40 St. l.rorK.- Street!

51 lbs. Chicken. .It 12.
; 10 lbs. B. Sii^Mr, ,it 9..; 5 lbs. Mackerel, at 8. , I). Cumni ngs!

6 lbs. Chitken, at 12c.
;
S doz. li^Ks, ,if Ift , 2 Brooms, at 25c-. ; 2 W. I'ails. at 25c. .\. B.'

Hardy. 1 Broom, 2,5i
, ;

fi llw. Clucken, at 12c. ; 10 lbs. I',. Sugar, at lOJc.
The cash sales for the day have be.'u *48.90. which includes anif)unts \\M m on account

by W. H. Billings, $5; John Wilson, to baUuice account, $2 76; and .\. C. D.ivis. $5.
Student appropriates $10 casli. and goods Iroin the store .inioiintiiig to |6..S0, for privite

use. (Cash Book and Journal.)

.NOVEMIiliR 4.

The following in<'iin>ianda was found upon the desk at the close ot this day: A slip
showing that I purchased Veg.tables, I'oultiy, Buttir, etc., of farmers, by chcjues. amounting
to $;J6.24, \i\ invoice of Crackers from Christie. Brown & Co., $38.92; p.iid by cheque.
A bill of $28.75 for Hay, Oats, and Str.iw. for horses

; paid by cheque.
I find the following uihui the Order Book : \V S. Woods. 10 lbs. G. Sugar at lOJc

5 gals. K. Oil, at I5i:.
; 5 lbs. C. Fish, at 8. , ; 3 lbs. Crackers, at 10c. John Wilson, 4 lbs!

Crackers, at 10c.
; 4 bush. Potatoes, at »*)<

; 1 b.ig Salt, 10 lbs,, 20c. ; 3 lbs. Raisins, at
12c\ A. C. Davis. I box Pop^HT. 25c. ; 1 Lemon Ext., 2(K . ; 5 gals. K. Oil, at 15c.

:

'

3i
lbs. Chicken, at 12c. D. Cumrnings, 3 lbs. Crackers, at I0<-.

; 2 lbs. J. Coffee, at 35c
'

2 gals. K. Oil, at 15c. ; 10 lbs. G. Sugar, .it lOJc.

Received payments from the following customers on account, shown by slips on a spindle :

D. Ciimnungs, $10 ; F. G. Walker, in full. $8.40 ; A. C. Davis $6.
Cash sales for the day. $67.92, which, added to payment on account, make the entire

credit to Mdse. for the day, $92.32.

NOVEMBER 5.

At the close of this day I rtnd the following memoranda on the desk : Invoice oi
Groceries from Warren Bros. & Co., 46 Front Street, E., City, $117.50; t.rms, 30 diiys
Invoice of Groceries, from H. P. Eckh.udt & Co., $63.18; terms. 10 d!iys. a' Policy of
Insurance on stock and fixtures of $1 ,tOO ; Premium, 1%, paid by , heque. Receipted
bill for Shoeing Horse, $2.50.

The following ,s found „t. the Ordrr Book: W. H, Billings, 3 lbs. Crackers at 10c •

1 Lem. Ext., 20c.
; 1 pkg. Pepper, 25c. : 2 gals. K. Oil at I5c. ; 3 lbs. C. Fisl'i, at 8c

'

10 lbs. A. C. Sugar, at 10c. A. B. Hanly. 5 bush. Potatoes, at 60c. ; 3 lbs. J. Coffee at
35c.

; 5 lbs. Butter, at 25c. F. G. Walker, 1 pkg. Pep,,, r, 25c. ; 10 lbs. Gran. Sugar' at
lOJc.

; 2 Brooms, .it 25c.
; 2 W. P.uls, at 2i)r. P, R. Jarvis, 75 Victoria Avenue, 1 lb. Japan

Tea, 60c.
; lOi lbs. G. Sugar, at 10c. 1 gal. K. Oil, I5c. ; 5 lbs. Crackers, at 10c. ; 5 bush

Potatoes, at 60c.

The following customers paid on account : W. H. Billings, $5, and W. S. Woods, $10.
Cash sales, j)er drawer, $77.25, with payments on account added make entire credit to
Mdse. $92.25.

NOVEMBER 6.

The following memoranda is found upon the desk at the close of this day's business :

Receipted bill of A. Coyell. for carpenter work on counters and bins, of $26.50
; paid by

cheque.

Mw IIP
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Slips in the cash lirawt-r showiin; th.it I h.ive itppropruitcil $15 lash ami J98<l ui goo.ls

from th(' store, and tliat I h.iv,' luul J. Dunn .iiid A. II Kini;. clerks.. llO.m.l SlU rfS|HctiVflj,

for salaries for the week.

C;ish Sales, shown by i ash and slip-, in ijt.iwtr. SIOSXS.

I find the following unj'aid orders ii|i"n \\u- Ordei H'"ik

« lbs., 4()c. : 2 cans Oyst.i>. at :«)< , I M>1. .Apple.. «2 .

CumniinKS, ) ll>. I'epper, at ;K)i ., |,> . ; 1 pk. Sw.et I'otafiMS

1 Leni. Kxt., ak. ; 1 l(»-ll). bag Salt. JK . A. I.. Hia\ 'J<i M.iikh.ini Street, 3 doz. Eggs,

at 18c. ; 2 cans Oysler>. at »)c.
; 4 lbs. da. kers. at lOe ; 2 bush, I'olato. s, at K()c. Ja».

MunrtM', 12:1 Sussex Avemie, 2 Hroonw, at 2.S. . : A bu>ti. I'ot.it.i. s. at 6(k. ; 5J lbs. Chicken,

at 12c. ; 4 lt)s. Cra. kers, at 10c. ; 1 bbl. A|.pl.>. $2.

Note.—You will now cl'.so the t'ash H.M.k, \»»i, ami t.ik.' a Trial Balance.

J.jbii VVil^.in, I Ixix Sta.ch,

1 .ak.' ChiHolate, Ml. D.

SO, . ; 5J lbs. (". Fish, at 8c.

NOVEMBER 8.

The following memoranda ap|XMr u[">ii tU.- d.-sk ,it tin; .los.- of this day : Receipted

bill for a ton of C(wl for use ot ^tore. 8.S.75
;

paid by i h.que. Bill of Wrii. Hall for Stove,

Coal Hod. etc. ; bought on account, $41. .SO. Invoice .>'. goods bought ot H. P. Eckh.irdt

& Co., at 10 days, amounting to $217,150 Iloisi- Ixnight for use of stoi. by cinque, $85.

The following appear iijion tin- Ord.r Hook : VV. H. Hillin).;- I pk. S>. Potatoes, 50c. ;

1 10-lb. bag Salt, 20c. ; 1 W. Tub 8(X-. ; 1 bbl. Apples. 82. N\ . S. WoikIs, 1 box Soap,

$4.15; 1 pk. S. Potatoes, 50c. ; 3 doz. Hggs, at 20<\ A. H. n,.r.ly, 5 lbs. 1.. Kaisins. at

13c.; 1 bbl. Apples, $2; I lb. Jajwii Tea, .50.:. ; 1 l..in Kxt., 2(K. A. C Davis, 1 W.

Tub. 80c. ; 10 lbs. A. C. Sugar, at lOt.

The following amounts were paid on account: W. H. Hillings, in full, $4.49; John

Wilson, $5 ; A. B. Hardy. $10. Ciish s;des, including jj.iynieiits on account, $93.82.

^1

NOVEMBER 9.

Paid for new Harness by cheque, $24. Paid cash tor building Coal Bin, $2. and for

Lumber for s.ime, $1.75.

Order Book ; D. Cuninungs, 3 do7. liggs, at 20c, ; 10 lbs. B. Sug.ir, at 9r.
; 1 box Soap,

$4.15 ; 2 lbs. L. K.usins, at 12c. P K. J.uvis, 1 jik. S. Potatoes, 50c. ; 1 W. Tub, 80c. ;

10 lbs. B. Sugar, at 9c. ; 6 \h>. Chicken, at 12c. ; 1 bbl. Apples, $2. A. L. Bray, 1 bbl.

N. C. Flour, $8.75; 1 pk. S. I'ot.atoes. 50c. ; 1 box Soap, $4.15, J. N'unroe, 3 lbs. L.

Raisins, at 13c. ; 1 W. Tub, 80c. ; 1 g.d. N. O Molass.s, 4.5c. , 10 lbs. (.raji. Sugar, at lOJc.

W. H. Hillings, 10 lbs. (i. Sugar, .at lOJc. ; 4 lbs. Chick.'u, at 12c. ; 2 can; Oysters, at 30c.

Cash sales, $93.18.

NOVEMBER 10.

Drew $15 cash, for private use, and appropn.ited $14.60 in goo<ls.

Order Book : F. G. Walkei, 1 box Soap. $-1.15 ; 2 lbs Coffic, at 32c. ; 1 \V. Tub, 80c.

P. R. Jarvis, 1 Leni. Ext.. 20c. , 10 lbs. A. C. Sugar, at 10,:. 1 gal. N. O. Molasbcs, 45c. ;

1 bbl. N. P. Flour, $8.75. A. B. Hardy, 1 bbl. N. P. Floui 18.75 ; 2 W. Pails, at 20c. ;

i Bask.-t, ISc. A. L. Biay, 2 ca:i;, Oyuleis, .U 30.. : 1 l.tin. F:-;",. 20c.
; 4i lbs rs-.jckrns,

at 12c. ; 10 lbs. G. Sugar, at lOic.

Payment on account : A. I.. Bray, $15
; J. Munroe, in tuU, $805 ; D. Cummings, $7 ;

P. R. Jarvis. $20. Cash sales, including payments on account, $1,36.27.

ill
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NOVEMBER II.

I find upon th«' cU-sk the following
: A r.-ceiptrtl stiitemcnt from H. P, Eckhardt of

invoici- of I St inst,. j«ijd by dicquc. tl ,087.50.

OnltT B<K)k
: J. Miinro... I bbl. N. P. Flour, 18 75 ; I pk. S. Potatoes. 50c. ; 2 W. PaiU

at 20c. A L. Bray. 10 lbs B. SiiRar. at 9|c. ; 3 doz Ek^s, at 20r.
; 2 W. Tubs at 80c

'

I bbl. AppU-s, $2, W H BillinRs, I bbl. N P Flour, 18.75
; 2 lbs. K. Coff.-.- at 32c'

W. S. Woods. 2 lbs. J CoH.T. at 35(
; 1 lb, Jap.in Tt-a 50c ; I bbl. N. P Flour 18 75

Payment on account, A B Hardv. $10; F, G, Walktr, $5. Cash sales. 'including
payments on account, $141.2*

NOVEMBER I'J.

Paid for fcraining counters and bms, $11.75. Bought Fruit. Poultry, etc., by cheque,

Or-kr Book
:

P. K. Jarvis. 1 bbl. Apples, $2 : 1 basket Peaches, $1,50 ; 10 ll>s. Concord
Graix;s, at 4c. ; 10 lbs. Gran Sugar, at lOJc. D. Ciimmings, 10 bush. Potatoes 60c • »
bush. S. Potatoes, $1.20 . 2 cans Oysters, at 30.. ; 4J lbs. Chickens, at 12c. John Wilson
2 baskets Peaches, at $1.20 10 lbs. B. Sugar, 9Jc. ; 1 pk. S. Potatoes. 60c. A. C Davis'
5 lbs. Chicken, at 12c.

; 2 cans Oysters, at :»c. ; 2 lbs. Crackers, at 12c. ; 2 baskets Peaches'
at $1.20; 2 bush. Potatoes, at 60c.

Payment on account W. II. Billings, $10. Cash sales, including payment, $168.83.

N'^VEMBER 13.

Paid cash for Horseshotnng, $2.50 ; clerks' salaries for week, $10 and $12 ; Letter
Heads and Envelopes. $2 : anti Postage. 30c.

Order Book
: A. C. Dav.s, 1 bbl. N. P. Flour. $8.75 ; I pk. S. Potato<-s, 60c. 44 lbs

C. Fish, at 8c. F. (,. Walker, 6 lbs. Mackerel, at ejc. ; 2 cans Oysters, at 30c
'

1 bbl
Apples, $2 ; 3 lbs. L. Kaisins, at 13c. B. N. Miller, 18 Maitland Street. 1 bbl. N. P Flour
$8.75

; 4 bush. Potatoes, at 60c. ; 1 can Oysters. 30c. ; 2 lbs. Java Coffee, at 36c I lb'
Japan Tea, 60c.; 1 bo.x Soap. $4.15; 1 bbl. Apples. $2.

Payments on account, A. C. Davis, $10 ; W. S. Woods, $10 ; B. N. Miller, $15 ; A. B.
Hardy, in full, $2.99. Cash sales, including p;iyments, $163.19.

Have now conductwl the business two weeks ; I have determined to close the accounts
showing gains and losses, :ind ;i,scertain the result of the venture. Post to Loose Leaf Ledger
and draw up usual statements.

RESOURCE INVENTORIES.
Note.—Snce the sales of merchandise on account are not credited to Mdsc. account whenmade, .t 13 apparent that the balance of all the accounts in the Personal Ledger should be included

in the Inventory.

MERCHANDISE—In Stort $1 640 85
Personal Ledger

EXPENSE—2 Horses. $210, Sa/e, $100; 1 Wagon, $66; P. Scales,

$35; C. Scales, $26; 2 Harness, $30: Hay. Oats etc, $20

LIABILITY INVENTORY.
EXPENSE.—One-half Month's Rent unpaid

$487 00

S25 00

mmmmm
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ANOTHER METHOD OF DEALING WITH THE PERSONAL LEDGER.

By the forcgninK plan of liamlliiiR tin- IVrsoruil Arrotiiits of < u><i<'iiii'r<i, i( will tir nutrd

that they are conftne<l to tht- PiTson.il l-ctlKcr, .tiul no tntry is made in the Jimrn.il when
sales are made to custonieis. Somitimcs this plan is varifil a hltlf, and we find, ninninf;

through the Jmirnal, entries which record the amount of retail tales for the d.iy in bulk.

Thus if the sales for a particular day amounted to $S(K) we wouUI find in the iournal the

following entry :

Personal U-dger Dr. To Mdse., »500.

If the payments made on arccmnl amounted to $200 we would find in the Cisli Hook

the entry :

rash Dr. To Personal Ledger. $200.

Thus from day to day we keep a record in totals under the title " Pers<Hial I.i-dger " of

all that goes in by way of s<'parate items into the Personal Ledger. If tins plan is followr.!

It will be readily understtKnl that there will In- no necessity of including iis an iiiventdiv

the balance of the Personal I.ed(J-r, becaus< the amount owing from riistomt rs will be shov ii

by the difference or bjUance of this Personal Ledger .Account.

QUESTIONS FOR REVIEW.

'To what kind of business is this arrangement of books adapted ? 'What bonVs ine

required ? •Describe thi' Order Book ? *How are gotnls marked in the Order H.x.k that

are paid for when purchased ? 'When are the entries in the Order Bo: !: )H)ste(l ?

•Describe the Cash Book. ^Vhat docs the Jounial contain? 'How may the Joi;ii.il

be dispensed with ? 'Describe the Persona! Ledger. "How are sales on .iccount regaru- il ?

'*Why is the ordinary Journal ruling preferable fora Personal Ledger ? ' •From what book

will statements of customers' accounts be made ? "How is the Ledger used ? "How .ire

.accounts in the Personal Ledger treated in closing the Ledger ?

1;

Section 29.

SHIPPING AND COMMISSION BUSINESS.

Produce and manxifactured products are often sold tlirough the medium of commission

merchants, who charge a certain percentage of the sales as commission. The person who
sends the goods to be sold is called the consignor. The .igent is known as the consignee.

Sometimes, in addition to the handling of poods for others, the agent buys and sells or makes

shipments to others en his own account.

The following set is intended to illustrate a method of handling the accotints for such a

business. The books used will be Journal, Ledger. Cash Book, Sales Book, Consignment

Book or Ledger, and Shipn^nt Br.ok or l^~dgrr

When goods are received, a record is made in a Receiving Book. This is usually a coarse

book with ndings somewhat like the ordinary Joum;d Day Book. In this book entries

are made when the goods are unloaded at the warehouse.

m
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A recor.l is madu of the name and address of tin; consignor. This is usually obtained
from the letter of advice or hill-of-lading which the receiving clerk has on hand. Following
this, comes adescrii)tion of tile goods. This may be taken from tlie freiglit bill or from the
goods themselves as th. y .ire unloaded from the wagon. Next will be entered the name of
the railway company, from wliicli the goods are received, with the number of the car and
tlie freight and drayage cliarges. Eacli lot of gooiis received is given a certain mark or
number, which is also noted in tile Recei^-ing Hook. By this mark or number the goods
are thereafter kjiown while in store or when s;iles are made. This mark or number is stencilled
on each package of the lot. If this is not convenient, the goods are placed in a certain division
of the warehouse, and the mark or number (losted up over them. The Receiving Book i^

handed into tiie office at convenient times .uid the real b.)okkeeping commences with the
entry made from it in the consignment Book or L.'dger. Sometimes, in order to facilitate
the bookkeeping, two Receiving Books are kept going, so that while one is being used in
the office another may be used in the warehouse We illustrate herewith a form of a RtM:ei ving
Book, but do not conside-- it iiticessary for the student to use it throughout the set. The
necessary ^xjints for the entries may be obtained from the printed memoranda of transactions.

THE LOOSE LEAF CONSIGNMENT BOOK OR i-SOGER.

This is a Ix ok which is peculiar to this line of business. The form that we have selected
for your use is ore which will combine the iilea of a Consignment Book and an Account
Sales. All entries will be made on loose leaves and in duj)licate. As soon as a consignment
IS sold and it becomes necessiiry to render iin Account Sales, the original Icai may be sent to
the consigiKjr, together with ;ui explanatory letter, and the cheque or draft for the amount
of his net proceeds, unless the proceeds are left to his cr.idit. The illustration given will
show how this Consignment Ledger is m.ule up. In piinciple it follows the idea of a Con-
signment Account, as we have learned it in the simple Commission set given in the first

stages of our work. All charges by way of freight, adv.mces, storage, commission, etc.,
are debited, while all sales are credited. The rendering of the Account Sales will make
it necessary to compare the charges with the sides and get the net proceeds. This net proceed
ngure will then be placed in the debit column and thus nuike the footings of the debit and
credit columns equal. As we intend to give detailed instruction with each entry, for at least
part of the set about to be worked, we believe that further explanation in this book will
be unnecessary at this point.

SHIPMENT BOOK OR LEDGER.

This book IS also somewhat peculiar to this line ol work. As the Consignment Ledger
IS intended to look after goods that are received from others, so the Shipment Ledger is
intended to look after goods .sent to others for sale on our account. As in the simple Com-
mission set before referred to, we tind that this Shipment Ledger contains in its debit column
a record of the merchandise shijiped and the charges paid ; in other words, of the total
cost of the shipment as made up. In the credit column will be found a record of the net
proceeds according to Account Sales received from the agent. The difference between
the debit and credit sides will thus show a loss or gain, and this figure of loss or gam, when
properly placed, will enable us to balance the account and show equal footings for debit
and credit sides. This Shipment Book is not of tfie loose leaf variety.
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CASH BOOK.

The Cash Book for this set will be ruUd with special columns, on the dt bit side for

" general " and " shipments," and on the credit side for " general," " shipments " and
" consignments." Outside of this fact we believe that no particular direction need be given

as to the method of handling this book. Our experience in handling the Cash Book in

previous sets will quite readily enable us to handle this one.

SALES BOOK.

The Sales Book in this work is intiiided to show a record of all goods sold, either from

consignments or from our own stock of merchandise. For this reason two special columns

will be needed, one for consignnunts and one for merchandise. In addition to this, we

find a column for Invoice extensions, in order that we may get at the total amount to be

charged to the person to whom goods are sold.

RECEIVING BOOK,

11 '

Date Name and Explanations Charfies
I

Totals

1910

Dec. 2 W. D. Harper Chatham
,(KK) biisli. VV. Oats

Car No. 2756, C. P. k.. Freight

6 J. Livingston Seafortii

i
5()0 bush. K. Wheat

! Car No. 1854, (i. T. K., Freight

8 Harding & Bradshaw
i 40() l)V>ls. Flour
'

Car No. 8754, G. T. K.

Stratford

$«5 tH»

5(1 00

$1151 00

n

16 SHIPMENT LEDGER.

Date Fo. Mdse. Debits Credits

1910

Dec.

13

L. Collins

250 bbls. A\<]Ae<

C.B.5 Carta{;e in cash

C.B.4 Net proceeds in Cash

Net gain (;:;')

Montreal

$2.(K) ,S(KI (Ml 500
5

0(1

(K)

12J 50
634 50

2 Sliipments Dr.

1 Mdse. shipments C'r.

j500 W $634 5(1 $634 50

1

iiil
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•mc«« mcm 'STUDENT" & CO. .2 "̂"-^ ^ •"
^f" N.L

N... -/V/^^^ ^^/. ^'^-^«^-'fe^<«-»« -^f x^

Date L F.

THE LOOSE LEAF CONSIGNMENT LEDGER.

CASH.

Name and Explanation

Dr.

General Shipments

1910

Dec. 1

8
9
9

II

1 Student
SB 12 Mdse. sales

1 M. B. Sharp
SB 12 Consignments

1 S. E. Hail
12 SB 12 Consignments
13 Shipments

Investment
Cash sale

On Acct.

Cash sale

On Acct.

Cash sale

Net proceed!:

,

$3,500 00
112 50

t

80 00
1 274 50

182 00
411 75

634 50

2 Shipments Cr,
" General " Footing

634 50
4,560 75

$5,195 25
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S«L( OF MincMANOisc rom Account or ' Ltvu^gsione

Sea/orlH

i(STUDENT" & CO.
COMMISSION MERCHANTS

Toronto, Ont.

Invoice no.

Invoice Datk /'«. J. la""

1910

Dec.

I

FOLIO
:

6
6 ! C.B.5

9
12

12

12

V.'.

12

12

2
2

Received 500 buh. Rod Wlieut

Freight, Cartage, etc.

Advances
SA LES

200 busli. R. Wheat
300
Commission, 2 ptr cent, of sales

Charges, 2Jc. per bush.

C.B.5 \
Net Proceeds, Remitted

50 00

1.37 J
2-'4 50

1.37 J
13

12

610

686

73
50
02

25

411 75

!; 686 25

!:

i

»

t

!

r

i

8

Cr. CASH.

Date L. F. Name and Explanation General Shipments Consignments

1910
Dec. 2 Consignments Freight

3 2 Expense Office Books
5 Shipments Cartage
6 Consignments Freight

10 1 J. D. Simpson On Acct.

1

1

Consignments Cooi)erage

12 Consignments Proceeds

2 Consignments Dr.

2 Shipments Or.
" General Footing

"

2 Balance on hand ("i')

$65 00
$18 75

i

$5 (M)

5<J (H)

20<) (M)

3 75
610 02

728 77
5 00

218 75

1

4,242 73

$5 195 25

lli

ifii
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e

1910

Dec.

11

Fo.

1

1

1

JOURNAL.

Mdse. pur. Bot. of J. D. Simpson 3(KI $1,(KK> (H>

B. P.iy
I

bbls. apples at S2 $1,0(10 $6(Kt iM)

J. I). Simpson' Gave in payment note at 4IH) 00

10 ds. $600
[

\
Balance on acct. i

i

Mdse. pur.

J. P. King
Bot. of J. P. King
on acct.

300 bush, potatoes

at 65c. $195

Sack or Mcrchandibc ron Account Harding & Bridihaw,

Sit atford.

"STUDENT" & CO.
COMMISSION MERCHANTS

Toronto, "n/.

INVOICE No. ?*

INveiciD«Tc Dr. t, ,,,
•;>.

1910

Dec.

FOLIO

8
\ \

Racxvcd 4(H» hbls. Flonr

Jl C B.5
I

F'fi^hl, Cartage, etc.. Coojierage

Advances
SALES

10 V2 ,;X) bbl<. Flour

Commission
Chart'es

I yet Proceed^

7.75

195 00
195 00

3 75

775 00
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SALES BOOK.

Invoice S:ilf from Sales

?, 1910 lixten- Coii- from
sions >l^iiments MHso.

H. 1 1 M. B. ?1 i;irp

On account

40()bus;;. white oats @ 45.'. t\iV> (M) $18() (Xt

H. 1 I S. E. Hall

On acconnt

60 bush. W. oats @ 47c. 282 (Ki 282 (K)

8
C. B. 4 Cash

50 bbls. apples @ $2 25 112 50 $112 50

I

L. 1 C. B. 4 Ca-h—G. Smith
200 bush. R. wheat @ $1.37i 274 50 274 50

H. B. 1 1 M, B Sharp
10

On account

100 bbls. flour @ $7.75 775 00 775 00

I

12 !

Cash— P. J. Small

L. 1 C. B. 4 300 bush. R. wheat (a $I.37i 411 75 411 75

2 Consignment Cr. SI.923 25

ll!

l!!^

1 Mdse. sales Cr.

Dr.

1910

Dec.
I

3 J.
" 11 J.

StI'DENT.

U)lii

I)i( . 1 C. B.

MeRCIIANMSI; l'lK( MASKS.

2 $I.(KNI (Kl

2 I9.T (HJ

Bii.i.s 1'avahi i:.

Dec. 3 J.

$112 50

Cr.

4 S3,5(M» (10

2 6iK) 00

; I

!

]. 1). SlMPSCiN.

Dec.
\
10 C. B. 5 2(M( (K> I De, . 3 J 400 (X)
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.1. I'. King.

I

j»cc. 1.
J.

Mekchandise Sales.

1910
I

l)e. .

I

13 i S. B.

1

1

1910
Dec. 3 i S. B.

10 S. B.

i I

Dec. 6 I S. B.

Merchanhise Shipments.

Dec. 13 S. L.

C B.

M. B. Sharp.

11910 i

Do.-.
I 9
I

• _L

S. E. Hall.

282
j
00

i

Do,. 11
I
C. B.

2 ! 195 00

12; 1112 50

16 jl 500
i 00

80 00

4
'I

182 00

i H

f

PAGE 2

1910 I
I

Dec.
I

13 J C. B.
"

' 6
i

H. 1
"

13
I
L. 1

Dec. 13
I S. L.

13
j
C. B.

Dec. 3 C. B.

Dec. i 13 C. B.

I !

Co.NSIONMEN'TS.

728
397
26

i
23

1910
77 I l\;

00
13 S. B.

i.6|| 500
5

Ship.me.sts.

00 I Dec.
00 I

13 C. B.

HXPE.SSE.

18 73

Cash.

5 4.242 73

COM.MISSION.

Dec. ' (i H. I

" [12 L. 1

• 12 1.923 25

634 50

9 ! 24
13 i 73
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Ihi.
: 6

j
H. I

I 12
i

I . 1

10 ' m
12 ; 50

W. D. Hakpuk.

I Dec 6 H. 1 377 76

1»

DIRECTIONS FOR JOURNALIZING.

(See entries on page 174.)

1. Enter in tlie Cash Book on the received side, crediting Student for his investment.
2. Select a loose sheet to be used for Consignment Ledger purposes. Enter the name

W. D. Harper and address, Cliatham, Ontario, at the top of the leaf In tlie upper right
hand corner put the stencil mark H. 1, by which this consignment will be afterwards known.
Note in the proper place the receipt of the goods, and in the next place, the freigiit and
cartage paid, 865.00. Be sure to do all this writing, on the Consignment Ledger sheet,
in duplicate. Next, make an entry for the $65.00 paid for freight, on the credit s de of
the Cash Book, placing the amount in the " Consignment " colunm. On tlie Consignment
Ledger sheet, beside the title freight, in the folio column, put the check C. B. 5, to show
where the cash is entered.

3. (a) Make an entry in the Sales Book under the title of M. B. Sharp. To the left
of his name, in the column set aside for this purpose, put the stencil mark of the consignment,
K. 1. Carry the amount, $180, from the " Invoice extension" column into the "Sales
from consignments" column. Next, look up the sheet for W. D. Harper's consignment
and under the title " Sales " enter the item, 400 bushels at 45 cents. Extend the amount,
$180, into .he credit column. In the folio column place the figure 12, to show the page of
the Sales Book on which the entry is made.

3. (b) Enter in the Journal, debiting Merchandis.; Purchases, and crediting Bills Payable
and J. D. Simpson.

3. (c) Enter on the credit side of the Cash Book unaer the title " Expense."
5. Enter in the Shipment Ledger, as illustrated, showing the merchandise and cash paid,

placed to the debit of the shipment. Check ihe cisli item over to the Cash Book on the credit
side, and see that the amount, $5.00, is entered in the " Shipment " column, on the credit
side of the Casli Book.

6. (a) Select a second sheet to be used as piirt of the Consignment Ledger. Enter the
name of J. Livingstone at the top, and put the stencil mark, L.l in the upper right hand
corner. Carry the entries through as you did in the transaction of December 2nd.

6. (6) Enter iu the Sales Book under the title of S. E. Hall. Show the stencil mark,
H. 1, in the proper column, and extt'iid the amount, $282.00, into the proper column as
in the case of the entry on the 3rd inst. Next go to Harper's consignment slieet, and enter
the sale as you did the first one.

6. (c) Enter the commission, charges and net proceeds in the debit column of Harper's
consignment. Next, rule and foot the columns. When the duplicate is taken, the original

MM
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issup,H,sed to be sent U, W. D. Harp,.r as an Account Sales, while the sheet on whirh the
duplicate IS taken remains in your hands (or subsequent us<s in posting,

8. (a) Enter >n the Sales Book, under the title " Ciush." and clu-ck to the debit side of
the Cash book, where the entry will be again (heck-marked.

8. (b) Open a ConsiRnment account with Harding & Bra<lsha«
, |ust as you did in the

entries of the 3rd and 6th insts.

9. (a) Enter on the debit side of the Cash Book, creflitii.g M. B Sharp
9 (6) Enter in the Sales Book under the t.tle " Cash." Check to the Cash Book on

the debit side, and be sure to mak,. a record on the Consigmn-nt Ledger sheet
12. (b) Make the customary entry on Livingstone's Consignment slunt for storage

commission, and net procee.ls. As these net proc.cds are r, niitted in cash, vou will check
the entry for them to the credit side of the Cash Book.

13. (a) Enter in the Shipment Ledger, showing the cash placed to th.e credit of the
Shipment to Collins. Check this cash to the received side of the Cash Book where it will
be entered in the column " .Miipment." Next, balance and rule and f.K.1 ' •-. particular
shipment Account.

DECEMBER, 19

1. Commence a general Shipping and Commission Business, investing cash $3 500
2. Receive from VVm. D. Harper, Chatham, to sell on his account, 1,000 bush, white Oats

Pay freight on same in cash, S65.
3. Sell M. B. Sharp, on account, from Harinr's Consignment, 400 bush. \V. Oats at 45cBuy of J. D. Simpson, 500 bbls. Apples, at 82. Give him in payment your' note at

10 days, $600. Balance on account.
Pay cash for set of office books, $18.75.

5. Ship L. Collins, Montreal, to be sold on your account, 250 bbls. Apples, at $2. Pay
Cartage on same in cash, $5.

6. Receive from J. Livingstone, Seafortii, to sell on his account, 500 bush. Red Wheat
Pay Freight on same in cash, $50.

Sell S. E. Hall, on account, from Harper's Consignment, 600 bush. 'W. Oats, at 47c
Close W. D. Harper's ConsignmeJit, anil render account of same. Storage, Ic. per bush

$10
;
Commission 2% on sales, $9.24. Net proceeds credited .$377 76

8. Sell for cash, 50 bbls. Apples, at $2.25.

Receive from Harding & Bradshaw, Stratford, to sell on their account, 400 bbls Flour
9. Receive cash of M. B. Sharp, on account, $80.

Sell Geo. Smith, for cash, from Livingstone's Consignment, 200 bush. R. Wheat, at
$1 .»57j.

10. Pay J. D. Simpson cash on account, $200.

^*'"
^n^i^^'""?:

°" ''""""* ** '^ '^'^y'' ''°'" "*^'^""e ^ Bradshaw's Consignment,
100 bbls. Flour, at $7.75.

11. Receive cash of S. E. Hall, on account, $182.
Buy of Jas. P. King, on account. 300 bush. Potatoes, at 65c.
Pay cash for Cooperage on Flour belonging to Harding & Bradshaw's Consignment

12. SeU P.J. Small, for cash, from Livingstone's Consignment, 300 bush. R. Wheat at $1 37i
Close J. Livingstone's Consignment, „jid render an account of same. Storage •?Jc

per bush.
; Commission, 2% on r .,es. Net proceeds remitted in cash
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13. Recfivi! from L. Culliiis ;ui account of the shipmeiil ni.«!o hitn 5tli inst,, with lash for

your nut procceils, S634.5U.

Post and take a Trial Balance.

DIUECTIONS FOR POSTING.

LOOSE LEAF LEDGER.
(ournal—

Post as you have been in the habit ot doing.

Sales Book—
Debit M. B. Sharjie and S. E. Hall for the amounts set opposilf tlieir r>-spective account*.

The cash items will be credited when the Cash Book is posted. Tins is the reason why m
the folio column you placed a check mark beside tlie cash entries as you made them. Next.

credit Merchandise Sales and Consignments accounts for the total of their respi^cti ve columns.

Shipment Ledger—
Debit Shipments account for the total of the Merchandise column and credit Merchandise

^hipments account with the same figure. There are other items of cash paid for cliarges

and cash received for proceeds, but they will be jM)sted from the Cash BtK)k.

Note.—This Merchandise Shipments account will be closed rito Merchandisi' Pur( liases account

if it represents inerchandisi; Inlled from stock at cost price. H billed at selling price th ici ouiit

will be closed into Merchandise Sales account. Some Uiay prefe.' to credit MerLliandise Purchases

account or Merchandise Sales account immediately when goods are shipped

Caah Book—
Post the debit side of the Cash Book by crediting Student, M. B. Sharpe, and S. E. Hail

/or the amounts set opposite their respective accounts. Next, credit Shipment account

for the total of shipments column. The Consignments are not credited from here, because,

as you will remember, the posting of the Sales Book credited Consignments for all sales

made from them, cash and otherwise. Post the credit side of Cash by debiting Expense

and J. D. Simpson. Next, carry the total of shipments column to the debit side of Shipments

account, and the total of consignments column to the Debit if Consignments account.

Ci nplete the posting of this book by debiting Cash accourt "or the balance of the book,

$4,242.73.

Consignment Ledger—
Harper's Consignment. Credit C(jmmissiun, charges, and W. D. Harj)er for the amounts

set opposite thei- respcrtivt accounts. Balance thr.e entries by debiting Consignment

account for the i«)tal u/ these three ligures, $397. Livingstone's Consignment.—Credit

commission and charges for the figures set opposite these accounts, and balance the posting

by debiting Consignments for the sum of the two f-gures, $26.23. Harding & Bradshaw's

Consignment.—This require;; no posting.

13. Student draws casli for private use, $50.

Sell Jno. Hall, from Harding & Bradshaw's Consignment, lOObbls. Flour, at $8. Receive

cash, S^*00. Balance on account, at 15 days.

15. Ship A. G. Scott, Kingston, to be sold on your account, 200 h„oh. Potatoes, at 65c.

Pay Cartage in cash, $3.25.

Note.—Write up on foolscap ;)aper the form for this liivoico of Stupni' nt. Ha\( same
checked by teacher.

Pay Bookkeeper cash, to apply on Salarj $25.

Hill

ii i

til

i
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Rc.«..t^a,.1,„. & BracUhaw, for ca^l, sale made from thrir Co„««T.n,en,. I3.h ia.t

16. Pay your not., dm- to-day in cash, |«I0.

18. Kece.vv from H.nrv nak.r God.rich. to s.11 on his account. 500 doz. Eg,. Payhxpros charges in cash, S6.25.
"^ '

"
'""'ia^.Te.

"""*' "•' " '"" '" "" "" P^'^'^^-'''^' '^ ^' A«-"' ^'^i-. 6th .„.t..

Sell for cash. 5(i hush. Potatoes, at 75c.
Pay J. P. King ra.sh on account. f50

20 It7 *n"J""''
'" "'' *'"" ''"'"'' Consignment. 200 doz. Eg,, at I8c.

200 bhlrno:;; l;rr'' "
** "''-"• "™ "^^"^"^ * ^^-^^^"-^'^ ^'-^-"^

Close Harding & BradshaWs Consignment, and render an amount of same StorageSc^rx^^hhi.
;
Comm.ssion.2o/„ofsal..s. Balance to H. & B.'scred.t d..e byeq^!

Rmiv,- rash o( M. B. Sharp. In full of atco.inl 1875
21^ Sh,p IVwa, & Co.. M.„,r„l. ,„ b. »W oh ,„„r acco„„,. ,00 bbl.. .^ppl„. a, »«. H»„W,o„_^Pa,,..r«,. H^U,C.^ Bra„,fo,a, ,„„|, „ „„..„„„,,^ ,„,„ „_

Receive ca.sh of Jno. Hall, on account, S300

a. Buy of la. C, Jr,m,:,„, „,, you, „o,.. .« 60 ,l.,y.. aw busl. Corn, a, 70r.I.iy J f .-inip^f.,, raM,. full of arrount. S2<XI

C;:::i teXt ^^J.^""'
'"" '''""^""- "•^" * ^^'-^ Cons,g,.me„t. 100 bush.

Close Patterson, HaU & Co.'s Consignment (100 bush. Clover Se..d remaming unsold)and render ar. .account of sarr Storage. 21c. per bush. ..n 200 bush. ; clnuslt2% of sales. Net proceeds remitted in cash
'""ssion.

26. Sell for c.«h. 50 Lush. Potatoes at 78c
""""""' '"" '"^'

''"'t^^VT^Z: '" '" ^"" "' -^'"'^ ^'"""'•^' ««« »>-•'• Com, at 70c. Pay'nsunmce, «5. .and labor on same, $3.10. in cash.
^/. A. O. Scott remits you cash, to balmue his account, «12I 75

Pav Tp kU"'";'""'
'"^ '^"- "^'"'^ '^''""^'"e •" B-^ker's Consignment, $1 '25I'ay J. >. King cash on account, $45

Sell Jas. Kent^ for c.tsh. 285 doz. Eggs f,.,rn Baker's Consignment a» 17c15 doz^ Lggs belonging to B..ker's Consignment were broken
Close Baker s Consignment, and rend- r an account of same. Commission 2% of sal...Net proceeds remitted m cash.

^°

28
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28. Sell M. B. Sharp, on account, 100 bhis. Appks, at $2.40.

Prepay you- note of 24th inst.. favor fames C. Jmniiigs, in cash, l»s.s tliwount.

29. Sell Day Sc Trevor, on tluii noii at 15 day- from Harper's rnnsiRnnunt. No. 2. 2S0

bush. \V Wheat, at 11.25.

30. Receiv- (i. ni Dewar & Co., an arcount nf tlic shijiriitnt made tlum 21ht ins,!. Net
proceeds remitted in cash, 1224.50.

A. D. Vaiire prepays his note of 20th inst., in cash, less discount.

Sell Chas. G. Nixon, from I'atterson, Hall ik C.i 's Consignnunt, 100 bush. Clovi i Seed,

at $S Receive his leque on Hank of Hamilton, J20O balance on account.

Close I'atterson, Hall a Co.'s Consigimunt. and render an ,, unt of same Storage,

24c. per bush . Commission, 2% of s;des. Remit < ,isli to them, $aOO, ami place

ihi- balance ut th- net proceeds to their credit.

Pay Bookkeri'tr balance due on monthly salarv. $25, and Warehouse Rent, $50. in

cash.

Receive cash of S. E. Hall, to balaric . account, 8100.

INVENTORY, DECEMBER 31, 19

Shipment m O. W S., Peterboro' $568 10

You m.iv now h.ii.tnce your Cash Book Post .ind make out a Balance Sheet and close

the Ledger.

After closing thi I > dger and proving youi iialances, \>i\ i iit your txM.ks, with a proof

of the Ledger b.dances, to tiie teaclier for in .paction

QUESTIONS FOR REVILW.

•What does this ilhisli.Ue ? 'What Btxiks are employed ? *.\re they used as principal

or auxiliary books? *VVhat entries ai. made in tht' Sales Book " 'In tht Cash Book?
•In the Journal ?

'Why are Cash and Coi i;iiments ducked and oni d in i>osting when they appear

in any other books than th( -ash Book and Sales Book *In [Misting from the Cash Book
.md Sales Book, how is die work to b, performed ? »Wliy must unclosed Consinnnunts

and the balance of cash on hand be entered \u the Bal.mce Sheet ?

JOINT ACCOUNTS.

SHIPMENT CO.S AND MERCHANDISE CO.'S.

Thi-M- titles are used as accounts when paities agree to enter into a sptcia. partnership

for the purpose of disposing of a quantify of Merchandise which has been supphe'^ by one

o; of the members of the Company, and which has been shipped to some partic\iiar place

for sale.

The |iarty who originates the plan o; who ships the goods from his |X)ssessiiin ;ind retains

ownership in a certain share of them, terms his interest in the poods thus shipped, .is well

a? in all others which may be supplied by Ins partners, for Side on the same terms, a Shipment

C< inpany.

This .if( at is debited by the consignor with his interest in all goods entering into tlie

compa id with his share of the shipping expenses paid by him. It is credited by him

with hi- ,.iare of the net proceeds when an account safer is rendered by the consignee.

f-U

^i;i
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EXAMPLE NO. 1.

J240.00.
-M'P'ii'. at $Z.UO. P.,i,l shipping expensos in rash,

consignor's entry.
Shipment Co

. For 1„, share in the shipment gc
,2,,Marshall & .on, For their share in the goods supplied... : i

.'

"f '

'"

To Mdse.. For value of goods d,sp„scd of.'' '""
.^.^^

: Cash. For amount p.ud by Consignor ";;;
^'^'^

EXAMPLE NO. 2

Toronto, one-third
; and I Steohen* th , iv.i

.

u , ! ' ^' ^^ * ^
•
"^

supphed 2,000 bbls at $^40 o si ^^ '^^ He paid freight. $.300. Ll„yd <. Son

to be sold on sam.'. rm . '"'' '"'"^ '"'''^'"''"^ ^'^° ^^^ed 1,000 hbls. at $5 70on .ame term., and paid expenses in connection therewith, $50.

HODDS ENTRY.
Shipment Co., No. 1, For total interest in Mdse. Co siOfiOO
J. Stephens, For his share in Hodds goods ,1^Lloyd & Son, For the.r share in Hodd's goods. ... 5' JJ

To Mdse.
, For goods disposed of .

5, 100

„ Cash, For amount paid out
«15,000

" M ^^I'r'' i"'
""'^'^'^ '''^•"^' °^ ^^'^ addition.'

.'..' ...;.
,
f^

.,
Lloyd & Son, For Hodd's share of their addition ."

."

.'

3'^
LLOYD'S ENTRY.

Shipment Co.. or Venture Co. No 1

J^ Hodd, For Hodd's share of' Lloyd's' goods.'
.' ." .'

.'

^'g'SJ
Stephens For his share of Lloyd's goods ^

To Mdse., For goods disposed of. '^
..

Hodd, For Lloyd's share ot Hodd's 'goods: ::.'::: ^'iZ
„ Stephens. For Lloyd's share of Stephens' goods .'

.'

f'^
STEPHENS' ENTRY.

Hodd,'"
""" '•

For hrslSrlVST'
'"' '''''' ^'^^^" P^"^ "^y ^™ 510-650uu, i-or his sliare of Stephens' goods , onn

K' H .. l""'
"-'"^'''^ ^'^'"^ °^ Stephens' goods. ...;:: \'ZTo Hodd For Stephens' share of Hodd's goods.

'^
,, .^

.. Lloyd. For Stephens' share of Lloyd's goods. ...;;:; ^'^^
.. Mdse.. Amount of goods disiwsed of

'"**

.. Cash, Amount paid bv Stephens
^''^^

gQ

MERCHANDISE CO 'S

^oods entering 1^^, cL^,J« aTw t^an ^'^
"""

"L' l""'
" "'™'=- '*- "'

Sifiillr^^*]^-^^-^^:^ .:.^^^-,J^
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debits it with the remaining charges, such as Storage, Insurance, Commission, etc., and with

the Net Proceeds belonging to tlie other parties, and his own NVt Proceeds V' t uncharged,

which is termed liis Loss or Gain. If a Loss it is carried to credit side of Mdsc Co account

in order to reduce his cost to his net proceeds, and thus leave w general terms the total

charges and total proceeds on the Dr. side, and the total sides on the Cr. side of the account.

If the Consignee makes an addition of his own goods to the Company, he credits Mdse. with

the goods thus added and debits Mdse. Co. account with his own share and the otiier partners

for their respective shar"s of this addition. If the goods are not all sold wlien the Mdse.

Co. is closed, the Consignee must place his share of Inventory on credit side of account in

order to leave it debited with his share of the cost of goods sold. The record of such business

is usually kept in the Commission Sales Book, from which the work is posted to the Letiger.

EXAMPLE.

John Smith, of London ; W. R. Jones, of Toronto ; and \V. H. Ross, of Stratford, each

grain dealers, agree to form a Mdse. Co. to dispose of a quantity of Peas. They furinsh

respectively 8,000 bush, at 45c. ; 6,000 bush, at 50c. ; and 4,000 at 48c., and place the whole

lot in the hands of Jones to sell. Jones paid freight on Smith's lot from London, IJc. per

bush., and on Ross's lot from Stratford, IJc. per bush. They are to share equally in the

proceeds.

Jones becomes the consignee and makes the following entry on receiving goods

:

Mdse. Co., No. 1, For Jones' share in t!ie Co. and charges paid by him . . $3,005

John Smith, For Smith's share of Jones' addition 1,000

W. H. Ross, For Ross's share of Jones' addition 1,000

To Mdse., Value of goods added by Jones $3,000

To J. Smith, For Jones' share of Smith's goods 1,200

To W. H. Ross, For Jones' share of Ross's goods 640

To Cash, Paid for freight on both lots received 165

Jones then proceeds to sell and disposes of 10,000 bushels F.O.B., Toronto, at 62c.,

to Bonnoch & Sons, Montreal. He remits shipping bill and draws at sight for half the

amount and at 60 days for the balance. The drafts being honored, he makes the following

entry:

Cash, Value received per sight draft $3,100

Bills Receivable, Value received per 60-day acceptance 3,100

To Mdse. Co., No. 1, For value of goods sold $6,200

Jones then closes the account and renders an Account Sales, showing his Storage Charges

to be $45, his Commission 2%, and Insurance paid by him, $25. He credits proceeds to

proper owners, and makes the following entry :

Mdse. Co., No. 1, Remaining charges and remaining proceeds $4,457 22

To Storage, Amount due to Jones and to be charged up to

Mdse. Co $45 00

To Commission Amount earned by Jones anil charged against

the account 124 00

To Insurance, Amount to be charged against Mdse. Co 25 00

To J. Smith, His share net proceeds 1,947 00

To W. H. Ross, t s share net proceeds 1 ,947 00

Loss and Gain, Jones' share of proceeds not yet charged to Mdse.

Co 369 22

?5^

{.I

'M^Q{t^--::-^iv- ::w.'A;
fei' -^
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Section 30.

JOINT STOCK COMPANIES.

If a single individual dcsii\s to establish a business, the law places no restriction upon

him, provided his undertaking is lawful. He is free to invest his money, to buy and sell,

or manufacture just as he will. If two or more men desire to form a partnership to conduct

some business enterprise they are just as free, the law simply asks them to file a declaration

witiiia a limited time after their partnership is formed, so that the public may know exactly

who are the partners.

In both of these cases the peisons mncerned stake tneir an upon the success ol the

enterprise. They may have more capital than they have invested in the business, but all

their wealth is liable to seizure to cancel their business debts. The scope of the business

in either case is always limited by the amount of capital that the individuals can command.
Should a number of individuals wish to become connected with a business, should they

wish to have their liabihty limited, and should they wish to be able to interest large numbers

of people and to secure unlimited capital, they generally form a Joint Stock company.

Such a company is distinguished from a single ownership or from a partnership in tne

first place by being formed, not of the free will of the parties concerned, but by consent

of the Government. This means that the persons who undertake the formation of the com-

pany must apply to the Government for permission to enter into business. To which

Government they must apply, the Provincial or Dominion, depends upon the scope of the

undertaking. If it is an ordinary business conducted chiefly within the Province, then

application is made to the Provincial Government. When the proposed business operations

extend over different Provinces then the Dominion Government is approached.

Permission to conduct business may be obtained from either Government in either of

two ways—by special Act of Parliament or by Letters Patent issued under the provisions

of the various Companies Acts. In Alberta, Saskatchewan, N.W. Territories, British

Columbia, Nova Scotia, and Newfoundland, joint stock companies are formed by Registration

instead of by Letters Patent. Railroad, Banking, and insurance companies are formed

in the first way. Ordinary trading and manufacturing companies are formed in the second

way

ORDER OF PROCEDURE IN INCORPORATING A COMPANY UNDER THE
ONTARIO COMPANIES ACT.

1. It will be necessary for the incorporators, who must not be less than live in number'

to obtain from the Provincial Secretary's department a blank form of petition. This petition

will be filled out as form suggests and signed by the incorporators. It will be necessary

for the incorjKjrators to mention in the petition names of at least three of their number

who are to be considered as Provisional Directors. Signatures should be the ordinary business

signatures of applicants, and should be witnessed and approved by persons who are not

petitioners or directly interested in the formation of the company. One witness for all

the signatures will suffice. Signatures must be verified by statutory declaration or by

affidavit. Where signature is placed by agent acting under power of attorney, such power

of attorney must be specific and not general.

2. Prepare a memorandum of agreement and stock-book. This must be in duplicate

and must be signed by at least five subscribers and no subscriber is to take less than one

share. Memorandum of agreement and stock book must be signed by each subscriber

\l'

i'

III-:

a '
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in tlie pieseiice ot a witness, wlio must attest tlw
A'ltiicssfs are to be preferred

On.t,o'" Ti?'s
","".

'"'"'''"'^r' 'T'T''
'" "'^' ^'"'''""''' ^^^^'-''^ry'^ department, Toronto.v^nt.uK.. llH-se pdjurs will include :

(a) A memorandum of agreement and stock-book
ib) A du,,licate of ti.e memorandum of agreement and stock-book
(c) Itie petition of the incorporators.

andt"'"" " '"""''' ""'''"" ""-* "'"'"'" " '"" '"'---^dum of agreement

(/)
A marked cheque for the fee payable to the order of the Provincial Treasurer Ifany sigr^atures to petition have been made under power of atton.ey, ,t w 1, bj^ ."Jssary

ventying signatures to petition, when signed under power of attorney
These papers will be received by the Provincial Secretary, e.xanuned', and if correct will

^.icirfe'tu'n'dT:
/"'T ^" ''''"'' ""-• '"^'"^"^- ^* ''- -~dum of.:^waicn IS returned to the applicaiits.

Patera 'anVl7rH""'H'"^"
of th

p t.^.^u.^s that the government will issue the LettersPatent, and if so the document will he received from the Provincial Secretary and notice

to subscribe for sha es, i is iiot ready to commence business until certain other formalitieshave been complied with. These may be noted in order as follows"
5. Prepare a prospectus. Foi information as to the statements required to be set forth

cr be 1 TIT '• T r'"".
"*' °' '"^ •'^'^- ^^^'^ P™^P^'^-'- '^

-
'-'I'^J to inducVsTils nbers to take up stock m the company. The prospectus requires, among other things

tt ^''T'T "'^''^ ""''^^ °' '''' '"'""""'" -^bscription on which the director mayproceed o aUotntent a.:d the amou... payable on application and allotment on each shTre6. The a-lotments of stock may be made, provided that the amount named in the projpectus as the minimum subscription has been subscribed for and in the event of no m n-mumsubscription being specihed. then the whole amount of the share capital so offered oT^rscnption must have been subscribed. The amount payable on application on each shareshall not be less than S^i of the nominal amount of the share

filed w!!l/r
p '""^'^"'^;"| '" ''"^'"^^^ °^ ^^^^'^^^^^ ^y horrowing powers there must befiled with he Provincial Secretary a statutory declaration, after a prescribed form declaringthat an aUotment of. at least, the min, u.m subscription has been made, and that ev"y

P op rTion 1^77 '" '"' '"^ "" ^^"P^'^^' ^" ^'^^'' ^' ^'- ^h-- t-ken by him Iproportion equal to the proportion payable on application and allotment on the sharesoffered for public subscription.

th.?H^^'
P^vincial Secretary .nay. on the lilmg of this statutory declaration certify

V de r tT?r' " "^'"'^•' ^° ^°""™*^''' ''"^'"'^^^' ^"^ '- '--t'fi-te shall be concTu^veevidence that the company is so entitled.
"viusivc

nli
"^^'^ "'" '°'"^''"^' *'''' "'""P""^ '''^^ ^' '^^•^^'-^ formalities and obtained th. certificate

Meet n".' PT^^ """T '\ '\ ?"" '°""' ^" "°'' "^ ^P'''^'^' "^-^-^ -"^^ ^^^^ Statutory

fh/n ?? r ;"^ '"'''' ^' •'"^'^ ^"'"" '" P^''°^ ^^ "°t l*^^^ than one month nor morethan hree months from the da.e at which the company is entitled to commence business

1 ie air: 'tf
" "^'' ""; '^ ^"'^^ '^ ^^^^ '^^^'^^^^^ ^^ *'^^' shareholders cover ngall details of the organization, and a statement of aU receipts and expenditures
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CAPITAL, SHARES.

The petition must state the capital of the company, divuitvl into shares. That is,

the promoters must set a limit upon the amount of money they think necessary to the

undertaking, and for convenience in accommodating different applicmts for Stock, the

Capital must be divided into shares. These sliares must be of a uniform value and are very

often fixed at $100 a piece. This value is always taken as the Par Value of a Share, unless

it is distinctly stated otherwise. A man who makes application for five shares says, in

other words, that he wants to invest $500 in the company. This he is not required to pay

in one sum, but in sections, as calls or requests for money are made from him by the

company. The term Capita' may. therefore, be viewed in three different lights. The

Authorized Capital is the full limit to which subscriptions and applications for stock may

be considered. The Subscribed Capital is that part which has been subscribed for or allotti-d

to applicants. The Paid-up Caj'ital is that part of the subscribed capital which has at

any time been paid for. in answer to calls.

THE CHARTER.

This is an official document constituting the petitioners and others who may birnme

associated with them a company for the purpose of carrying on the business proposed.

What, then, is a Joint Stock Company ? Simply an association of individuals who

have obtained incorporation and are thenceforth to be recognized as .-ui Artificial Person

created by law, for all purposes of law and business. The company sues and is sued, or

does business under a name of its own. It has an existence aitogetlur apart from that f)f

the individuals who i.ompose it. Men may come into the company ; they may also sell out

and leave it, but the company lives on. It is liiidowed with continuous existence.

DIRECTORS, OFFICERS.

Under the provisions of the Ontario Act the persons named as Provisional Directors

in the Special Act or in the Letters Patent shall be the directors of the company until replaced

by the same number of others duly elected in their stead and shall be eligible for election.

One of the chief things to be done at the first general meeting of shareholders is to elect

a board of not less than three directors. It is impossible for all shareholders to be directly

concerned with the management of affairs and in thus electing directors they are simply

selecting from among themselves a few to act for them. These directors have full power

in all things to administer the affairs of the company. They elect from among themselves

a President of the company, and also appoint or remove at pleasure all other officers of the

company.

BOOKKEEPING FOR JOINT STOCK COMPANIES.
As a Joint Stock Company acts under authority granted by the Government, it is but

natural that the Government should exercise some supervision over it. This is very distinctly

the case in the matter of the books a company is required to keep. The following sections

of the Companies Act are of prime iioportance, therefore, to everv bookkeeper connected

with a company.

BOOKS TO BE KEPT AND WHAT TO CONIAIN.

116. The corporation shall cause the Secretary, or some other officer especially charged

with that duty, to keep a book or books wherein shall be kept recorded :

{a) .\ copy of tlu Letters Patent incorporating the corporation and of any Supplementary

Letters Patent issued to the corporation and if corporated by Special Act, a copy of such

Act

;
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or ulll:.!'''
"*" ''''"^^ "'' '^^"'"« " --y -'^" J"-" ^vh.ie .uC. shareholder

d.ii;:':rr::;;::.::!^:.r^n:,-; -;'7^ .-- who a. . .... ^.„
to be such chrc-ctor.

'" ''' ^''"''' "^'-»' P^'""" b<--can,e or ceased

And in cases of companies having sliare capital-
(e) The number of shares held by each shareholder

;

.sharlll:™" '''' '"^' ^^'"-'"« -P-^- -specfvely. on the shares of each

(g) The date and other particulars of -ill »r,n=f ,= < i

19() Ti. V I r

p"»iii.uiais oi au transfers of shares m their ordi-r

members, and creditors of the cor^^fn: < m
^ '^' inspection of shareholders,

the head office or chief pla of crrrreo^t . ""T"'
-P'---t-t.ves or agents, at

JluZnlT'' ''-'' ""^^- ^^°^- ^"^ «^— - ^e -^^Pt Zain.., ,„u and

(«) Of the financial transactions of the corporation
;

(0) Of the assets of the corporation •

mmltT^rp^Xtd vof^' Tr"'""-
^"' ''- ^ ^''•^ - ^-•^ -taming

respect. vely. and tKytws oUhltl . '^^r^^-"'
- ^f the board of d.rector^

shaU be venfied by tlfe slatu o th"
"'

.

"'^ authenfcated. and such minutes,

corporation
^

^ "'^ "^ ''^'' P^"^"*'"'"*' "^ "th.r presiding officer of the

You w,U note that the records required m section 116 are by section 12.) r n ,be open to mspect.on. The books containing such recordt^V .r r '
^""^'^ •'

and distinct from the set of book« m.,* f.
"• t^^erefore, a set sepau .-

books of the first se7are AuxS'rv • th^S 7
1''°"'' '"^""^'^ ^^ ^*^°" '22. ^.^

and the By-law B<^k Irfp'it^p^ "^
'"'^ °' ^'^^ ^-^""^^ ^•^*' ^"P* the Minute Be-

no m::it:;'i'srbook\^rhtt^^^^^^^^ ^-"-^^-^^ ^^^ -^ (^ -<i-e
Subsections

(.) and (/) rli e t use of df S.' IT. ''f
"^'^'^ ^^ ^ '"' «^ ^^'^-'ors.

betically arranged indexT t7nfbTk clt r^lJe to rett
'""'"'°"^' ^'"^ " ^P^^'

(^) ^d ,). Subsection (, requires the us! TT^:^ Zj:^:^:;^!:^''''''

The Stock Ledger.

Perhaps the most important of thpsp hnnV^ i^ *u c^ i r ,

it is intended to keep trackTf the Stock^ thl'r^
^'"^^ ^''^^''- ^' '^s name implies,

each shareholder. A record is made of th i \ I'.'P^^- ^" '* ^^ ^"^ ^ ^"°""t for

he makes thereon and of th. In f '"""'^'^ '° ^^''^^ '"^- °^ the payments
the amount is taken from lo account "f T" '"

"t
^'"'^^ ^* ^"^ *™^- '' ^tock Tsold.

opened for the n^ srehoMer N ^L^cXTm '"
^^.r/^-*^'

*° ^ ^^^^^^^

any of the forms mentioned, so long asC^^Z re^^lj^L^^^^^

mm:jmii> iPiW j^^^- .s^."J^*^' •fll^.JZ^M^-v- *-.-
.»4 a-. iflaJ'
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Books of Account.

Coming to section 122 wo find tli.it tin- Art rtquins khiiiluius to keep ngular books

of account. As ia ilic caso of the previous scctinn, no particular form is prcs<ribtii. but

certain information must Ix; forthconung from tic books ; sjKiiking generally, it is just

what wu would expect from any wdl-kept set oi Ixniks.

It is well to note at this point that the bookkei ping for a Joint Stock Compajiy, as fiir

as these books of account are concerned, c;mnot differ s materially from that retpiired

for a single ownership or a partnershi;). C.ish Books, Invou, Books, Sides Books, Journals,

and Ledgers are the same in all of them. It is only in two places that we w ill find differences,

viz., in the opening and in the closing entries. These we will illustrate.

Opening Entries.

A, B, C, D, and E have signed the Stock Book of the Brown Manufacturing Company,
Limited, incorporated with capital of $25,00<), agreeing to take 10 shares of JlOO each.

Journal Enlrv.

Subscription $5,0()0

To Capital Stock $5,000

A first call of 10 per cent, has been issued by order of the directors, and respondtd to

by all in cash.
^^,,^,,^; ^.„^^,^^

(a) Sub.siribers $5<K) (h) Cash $.i(K)

To Subscription $5(K) To Subscriber, $5<K)

Following our usual plan, we open a Capital .Xccount. Instead of the term Proprietor,

Stock, or the actual name of the proprietor, as we have heretofore Used, we tei .;iis a( count

Capital Stock. This account may be kept in such a way as to represent Subscribed Capital,

Paid Up Capital or the Authorised Capital of the ct.mpany. In the illustration above it

represents Subscribed Capital. Subscription Account is opened to show the par value of

stock which has been subscribed and the am unt called, the difference between the two sides

showin', the amount of uncalled stock. The shareholder;.. A, H, C, D, and E, are grouped
in the title " Subscril)ers " as we know that their individual accounts are looked after in the

Stock Ledger. If preferred, separate General Ledger Accounts n.ay be kept for each share-

holder. If subscriptions have been made on the understanding that payment in full would
be required immediately after allotment, or in instalments on dates already determined,

Subscriptio". account may be eliminatt'd.

Closing Entries.

The books of the Brown Manufacturing Company, Limited, show a net profit of $500
at the end of the year. A dividend of 10 per cent, is declared by the directors and ordered

to be paid forthwith. j^^^^^ ^^^^-^^

(1) Loss and Gain $500

To Dividend $500

(2) Dividend 500

To Cash 500

To show the net profit, it is necessary, as you have seen in all your work heretofore,

to close all the accounts showing gains or losses into Loss and Gain Account. With a

balance of S500 in favor of the Credit side, this account is closed by entry No. 1. Then,

as the dividend is paid to the different shareholders in cash, entry No. 2 is made.

Sometimes the gain is not all apportioned to one purpose. Suppose, for instance, only

$250 were paid in dividends, and, of the balance, $125 were paid as bonus and $125 carried

to a Rest or Reserve Account.

11;
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i: •

Journal linlrifi.

'" '-""" •""' *'"" J-S^Xl CJ) Divi.l, ihI .... S2S<)
'" '*'^"'""' $ZS<I lu(a.|,

'"
'$25(1

""""^ lis (:<) H.,ini. SvV
•

'^'^''"' '^S i„(,.,h ."..7 $1-5
Th.r.. -s p,,utual,v no ,l,ff..n.n.v Mw.,,, a Ik,,.,.^ un,| a .hvul.n.l. 1 1,.- account, upr^f^-ntmoney ,«id to sl.an holders as a r.ti.m on inv.stnun, an.i ar- han.ll.-.l ,n tl... sam,. wayThe Rest or Kescrvv or Contingent Account r,.,.,.....„ts part of tl.c ^.i,., lul.l hack as ahnancal ,,n,v>s-o„ .,.ainst unforeseen losses tl.at may occur ,n future. It is not suppose.!

to 1..
,
io. ,1, ami K, laily uwieaM.. ,n amount from v.ar to yea,. A Stock Dividen.l . ons,.,s

o shares in the .o.npany u|U;.l in value to tile amount of p,otit> to he di.tnl.ute.i Only
whole >haies coul.l l.e ^iven to the uulividual .ha.ehold.rs, m, that .f a fractional ix.rt.on of
a share were involved, arrange,,,, nts would l.e ma.le l.y which the >hanholder would either
pay suf^u lent

.

a>h to entith. hin. to th.^ full share or n c,.ive cash for the value of the fractional
portion of a share not issutd.

USE OF THE WORD "LIMITED."

thc-tord"' nrnited'"

^""'^'""'"' '^'^ '"""''"'^ '^'" '"""^^'"S '''uses si.ecting the use of

.. , ^'~[^l
^'"" """'"" '•' "•""'• "' '"''>' '""il'.-my with share capital shall have the word

J-imited a- the iast word thereof.

(2) Wherever the company or ;iny rjirector, miuiager, ottic- r or emi)loyee ther. of uses
the narne of the company, the wor.i " Limifd '

shall tpoear as the last word thereof •

Provided that stamping, writing, printing, or otherwise marking o„ goods, wares and
merchandise of the company, upon j-ackages containing the same shall not be deemed tobo within the provisioiis of this section : Provided also that where the word " Company '

Uub, \ssociation," or other equivalent word forms part of the said name, the word
Limited may be abbreviated to ' Ltd." or " Ld."

t A-^^^.-^ ^-r-y\ J4^^^,.^^-

STOCK LEDGER.
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STOCK BOOK,

The Stock I,ist or Subscription Hook is tl riii.inn.il hasis of ;ill Si.m k ro.iiianies. In

it eai tl [H-Tson who desiros to becoiiii' a sto. khohlir iti tlie oiiic uy, wluii ui^.inizfd, sut)-

scritvs for the numt>fr of shares tliat he wishi-., and by siRiiiiiK 1"!* name ho bfcotnes [H-rsonally

plfd^ed to the Company for th.; arti. il v ' ., in tuU of ' • stock fur whuh In- subscribt's.

THK AVON CRKAMKRV CUM''ANV Ol' ONTARIO, MM! 11 1)

MEr.ORANDUM OF AGREEMENT AND STOCK OOOK.

WE the undersigned do hereby severally covenant and ajfree each with the

other to become incorporated as a company under the provisiim of the Ontario

Companies Act, under the name of The Avon Creamery Company of Ontario,

Limited, or such other name as the Lieutcnant-Covcrnor-in-C'ouncil may give to

ihc Company, with a capital of Five Thousand Dollars, divided into F'"ifty shares

of One Hundred Dollars each.

AND Wli DO hereby severally, and not one for the other, subscribe for and

agree to take the respective amounts of the capital stock of the said Company
set opposite our r2spective names as liereunder and hereafter written, and to be-

come shareholders in such Company to the said amounts.

In witness whereof we have signed.

Name of

Subscriber

4" ;k

Seat

-d^tfy )^a-06

Amount

^ 'Jew

Date and Place of

Subscription

Date Place

Residence
of Sub-
scriber

J^a^/C-Ui C'/,^xJ^^ ^t

Signati re

of Witnc'-'-

BY-LAWS.

These are ru!es and regulations passed by the Directors to govern the general management
of the coDceni. They generally provide for the general meetings of the Shareholders, the

duties of the Directors ana officers, the manner of selling Stock and issuing Certificates,

11
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for tJ.f annual aud.t.ng of ,he Company's books, ,l.e appo.n.m.-nt of the Bank and the rule,to be ob5..rv.. .n bank,ng. and regulate other matters »..,.,„„, ,., ...e bn,m"l ThLmay be amended from t,n.e to t.me by the D.rectors, but such amendn.-.ts m st b. o"

Sr^t.irr::^.'"'""*
°' ''- ^''-^""•'^- «•— ^'^^— - "-•• -- ^-

MINUTK HOOK.

in.lh P. I . X """'^' '' '"*'"^*-" ^y "'*' Secretary and shoul.l Ik- signed by h.m

c^mln^H r':r «'^'" '''"•' "' "^" '"""^ ""'""* ''' «vc-r-est,ma.e.l. as the record emcor^pded by the officers are necess..ry ofi.c.al .hrect.ons and author.ty by which h.and admmistrations may be vindicated.

!' t'

INSTALMENT LIST.

a may be niled m different forms so as to mdude three or four instalments and thus savehe repet.t.on of names, but uhen .he hst is not very large it is quite a, w 'to uL p"Jeforms f.. each mstalment, numbered, 1, 2, etc.
•« wuj to us, s.parate

IIJSTAtMENT NO. 1,

In accordance with a resolution of the Board of Directors of the Peninsular M.rmeTradmg Co.. L.m.ted. a first cull of Twenty-five jx-r cent, of the capital stock of tt^mZyIS due and payable on the 20th day of June. 19
company

When
Rec'd

Subscribers'

Names Shares
Insta"

mer-
!-; Test

Amount
Rec'd

June 20 Joliii Hallam
"

;

20 J. R. Gowan
20 S. J. Parker
20 A. Waddell
20 J.i>. Trow
20 S. S. Fuller

5(M)

500

3<Kt

4('0

200

125(K)

12500
7500
7500
KKXXJ
5(MK)

12500
12500
7500
7500

lOCHX)

5000

Remarks

Received Cash

INSTALMENT SCRIP.

This form ,s used to issue to Shareholders as receipt for payments of calls unon Stork

Ld mttr " "^'' "" ""^'— -'- - -e^dmiy Z^J':^,

whe^ T^' if

""'
n'"^'-.°'

certificate, is taken by the Shareholder for every caU paid andwhen the calls are all paid m. he returns the Scrip and exchanges them for S^ck CeSatTsW.en the Scnp ,s issued the amount is carried into the Cash Hook at or--^ -vith
" '^n^cTr -^

as Credit Account.
-i _ - -«. at or.„ .%,xt\ ^ub^criberi

«> -: Li

-Ik:^J^^\mm v\f;:^iL-
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I'Atrij lUNE 20. 19.

.

400 •MAUI*
or Moo, 00 (ACM

Isr i.N.sfALMi 25

I'EH iTsr.

»10.00O

S.L. ')

/irr Id/ Hrctipl l-t samr

Iamhs Thow

PEMNSIlAK marine TKADINU CO.

'10,000 400 •HAM(*
or (100.00 fACH

INSTALMENT SCRIP
Hcetivid ol Janii- Iia. I.m '

..„..i li,,ii,,r«, i.rniK tin' tit-i

' .ill ..( '.'5 per cent, on 1 ,„ir lliii .jr.- .! It..' i mmUI M..(k ..I

III. I'.niimil.if .M.irinc rr.idiiin . ' , c,,!, tin- t.iul v|. ».-, r.-.i\..l
•iiiil «i .null- l..r hiiii or hn a^si^. .,i,,!iii..ii t|,.,t i,i- ,.r tli\ (iili I

iKr terms f.l Mih«.(rii)tion.

Ill ItiJHi's l\htrent we li'-ri'tu sul.*(iil.r nui li.nniv, ,,, n,. , .,. ..|

ll'.titu. Ilu- JOlh ,l.iy 0( June, ()m- rh..ll-.l|M| S:I;r M:|r;.ll,i| ,11. .

\ lll.l tv,

l^WM]

]'>U\ II Al I \\l,

/>CM./. !/

roK.M OF INbTALMtM sc. Kll' OK klitlll'T

STOCK CERTIIir.MF.

11. l^ f..rm is issued to SharchoIdtTs ii th.- calls .r • all paid in. It r. pus, nts p-nil-ii].

M(.. k K, th, owner and entitles him to .ivt the full dividend isstud ou tli, si,„ k h, tiiu^,

IkiMs.

sirB CERTIIICATE

Tcninsular iVlarine Trading
Co., Limited

• <OCn CCATIFICATB No. «

rOR 300 BHARCB

ISSVED TO

S. J. PARKER.

1 iAii:n

liecejutt :his Certificate.

S. J. Parker.

PENINSULAR MARINE TRADINQ CO.
(LIMITED)

CAPITAL SIOr.K,

"700.000.00
NO. OF SHANES.

7,000 or (100.00 EACH

STOCK CERTIFICATE
lie lurrhy rrrtlty lliat S. j, I'.irk.i i-, tiiliUfd u< Tlirre lliin.ir.cl

Sl,,<rr5 if One Hundred D.illars ,m<Ii jti the Capital Stc.ik ..| the
I'eiiinsul.ir Marine Tradi'i- Cimpanv, Liniiticl. transf(r.ible onlv i.n

tl.c l>cK)ks .( the l'.iiiip.jnv liy hiiTi or his l.iwfnl represini.itu,- ,.u

surrender of this certilieat".

In Witness Whereof we have herewith alhxed our s:ciiatures m the
C ity of loroutn, on the day of < Mh
Thousand Nine Hundred and

A. TILM:V. [OHV HAI I.AM.
Secretary, ^SEAI.] I'resl.l, »l

FOKM OF STOCK '•RKTIFirATE

I{ t

ii.

:
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TRANSFER BOOK.

These rorms are bound together in a book k..pt in the coniD-im'. ,.«,-
nclude not only the transfer but an .^reement sigLd by he tZ2ltZ T """""^
the transfer.

b " "/ me iransieree in winch he accepts

Leo
F OLIO July 23. 19 .

From

A. WADDELL.
lo

W. R. SHAW.
TWENTr-riVE PER CENT.

or 300 SHARES OF
«100 EACH.

No. of Ccrtificales

Cancelled. Issued.

I M (

300 SHARES
Collingwocd, July 25, 19

^^ViZJ"^""^' '>r''y
"'i«n and tWer to

ir,/«,vs, A. WADDELL.
H. J. I'OVVKLL.

\v. l^ .sii.^wv.

TRANSFER FORM_(vvheN NOT PAID Up).

Leo.
roLio Dec. 21. 19

From

J. R. GOWAN.
to

W. MILLER.

ONE HUNDRED SHARES
OF $100 EACH.

100 SHARES

Sarrh. Ttec. 21. 19

No. of Certificate

name on the LSrtt1,e'i/cXir''"« '" ""^

I aiicelled. Issued.

ff

Witness,

P. BR.NDSHAW.

J. R. GOWAN

"<.'«os, !• nR.xDsn.Aw.
^^ mm.i,i;k

TRANSFKR FORM—(WHEN PAH. Up).

'3:^i^^-^2M^'



Date

d Yr. Mo. «

Transferor's

Name Addrc;

u.

191

ihares Trans-
ferred

A Z
6 Par I'aul Un-

in paid
Name

Transft'iee's

Occupation Address

£

1 1905 Jan. .'< \V. R. Shaw Toronto S L'MMIOd 1 5()( i 50(1 VV. Brooks Mercliaiit Toronfe '29

2 1905 Jan. 21 I'.McIntosh Toronto 7 12 IL'nd 96o -Jao
J WVstorvelt Accunnt.uU London 42

3 1905 Feb. 13 A. F. Sprott Toront., 10 KKK. Kioo H. Gough Atcounta.it S. Thomas 43

4I90S Mar. 17 R.Garbutt Toronto 12 7 7(10 70(i A. Stcckdak- Teacher KmRston 44

REGISTER OF TRANSFERS.

PENINSULAR MARINE TRADING COMPANY, LIMITED.

Dividend No. 1, Ten Per Cent., Declared Dec. 30, 19.

Shareholders Shares
Amount of

Dividend
Date Receipt

J

John Hallam

J. R. Gowan
S. J. Parker
A. Waddell
Jas. Trow
S. S. FuUer

500
500
300
300
500
200

$50(M»

5(K)0

2m.)
WOO
5000
2000

Dec 30 John Halliun

J. R. Gowan
S. J. Parker
A. Waddell
las. Trow
S. S. Fuller

FORM OF DIVIDEND SHEET.

BALANCE SHEET AND STATEMENT OF INCOME AND EXPENDITURE.
The Ontario Act requires that the Directors, at the Annual Meeting, shall lay before

the Company :

—

(a) A balance sheet made up to a date not more than three months before such annual
meeting

;

(h) A statement of income and expenditure for the financial period ending upon the
date of such balance sheet

;

(c) The report of the auditor or auditors
;

((i) Such further information respecting the company's financial position as the Letters
Patent or the By-laws of the company may require

;

It further specifies that the balance Sheet shall be drawn up so as to distinguish at least
the following classes of assets and liabilities, namely :—

(a) Cash

;

(6) Debts owing to the company from Us customers;
(c) Debts owing to the company from its directors, officers, and shareholders
(i; Stock in trade

; (see further page 193).
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FORM OF PROSPECTUS.

Drawn to meet the requirements of tlie Ontario Companies Act.

;
The necessary

I

sunouut of work*
I
mg capital must

;
be received or all

I

subscriptions will
,

be returned.

The Gladstone Mines
(No Personal Liability) Limited

Montreal River District

-oininc 1 ___

ture of a high or-
der where every-
thing possible is

done to safeguard
the shareholders.

*

Capital $1,000,000. divided into 1.000.000 shares of SI each

DIRECTORS

:

CoL John L DaTidwn-Pr ...l.nt Silver Queen MiiiingCo. : President
Davidson It Hay, I.iniiti'd Toroiilo, <):,(.

PKESTDENT *

''Tbronto"oTu'
'•"*"~'''' '""' StandaM Chemical Company,

1,^ = =• i VKE-PRESIDENTWm B. K«T—Capitalist, Toronto, Ont.

n* Boo. L. MejTin JoDM-Pr^-^iJent and General Manager Massey-
Ijlarru Co Uimted

; Director Canadian Bank of Commerce.
loroiito, Ont.

0»«w Btrroo—Man.i-itig Director R. Barron, Umited. Toronto,

Ftrt H. EOB-Fred H. Koss & Co., Real F-Mate Agents, Toronto,

SESSETART-TBEASUBEB

:

p,„„ , , , ,
^^ Wtlden—18 Toronto St., Toronto, Ont.

^rj^^M:':^^:-^::^^ ^cr^"fca!^fXrp:^^-;ri;iA;i^,;°4'^-™-——
ALEXANDER WARDEN, Broker, i8 Toronto Street, Toronto

fBOSPEOTUS
rho GlaJitorie Mines, Umited (no personal liability) was inror-

S";^^''! ''^.'tf'i"" !^'U°!!'
""'l" "'« 'J'"'""' Companies Act,dated the i6th day of February, 1909.

1 he n,im,:i, Joscnptions and addresses of the original incorpora-
tors, ai.d the ,iniab.>r of s ur 's subscribed for by them respectively
are as follows :

—

*-
- .

•a'ues Steller Ixivelj, Accountant, 1 shares,
"m. Bain, Hookkeeper, 2 shares

'*'^»^,""I''o •i.'*"''",
^'"««^w= C.>ates and Henry Chambers,

solicitors Clerks, a shares.
all of the City of Toronto, in the Cointy of York and Province ofuntano.
One share is &\n] as the qualification of a director.
Ihere is 110 provision in the Dy laws of the Company as to the

remuneration of the Directors.
up- .r as u me

rhe names, description and addresses of the Directors are awPllows ;

—

Artiiur G. I'euchen, Manufacturer, Toronto
ohn B. Kay, Esq., Toronto.
The Hon. L. .Melvin Jonis, Manufaclur. r, Toronto,
col. John I. Davidsim, Wholesale Grocer, Toronto
<.<»rge Barron, Retail Grocer, Toronto.
Sidney Jones, Manufacturer, Toronto.
Fred H. Rcjss, Real Estate Broker, Toronto.
Three hundred thousand shares are bi-ing subscribed for and

this IS the minimum subscripii ,n on which the Directors niav
proceed to allotmer»t.

.Vo further calls may be .nale np .n shares, as all the shares of
tne tympany will be issuwl and vild as fully paid up

h.n J
""<; *''^« "' 'he Ojmpany it iia, been agreed to issue 500,000

fully paid up shares to Herbert W. Edgar mider the terms of the
contract, dated the .,ath dav of March, l.;o,,, hereinafter referred touy an agreement dated ihe 30th day of March, 1900, Herbert \Vbdgar,of the City of Tor.v.l,, sold to the Company unpatentetiMmuig Claim T.IJ 635, consisling of the southwest quarter of thesouth half of Lot Mo, 3, in the seond concession of the Towiiship ofames, m the District of -Vipi-sing, and unpatenlL-d Mining QaimM.K. itio, consisting of the s.nithweit quarter of the south half ofLot No s in the second conce-sion of the said T,)WMship of Jamestoth ol which unpatented NUning Claims are situated in the Montreal'
Kiver Mining Division, Ihe consideration payable therefor by theCompany b.mg 500,000 fully paid up shares of the capital stock

the Corapaiy (taken at 30 cents on the dollar), and the sum ol
30,000 to be derived from the sale by the Company of too 000•hares of its capital stock, the Company having agreed to offer

tor sale 300,»)o of its shares at the price or sum of thirty ccnt-
fac.i. the entire capital slock of the Company having been author!Bed by By-law to be sold at a discount of seventy per rent such
by-law havmg be -n duly confirmed and filed with the Provincial
aecretary.

Transfers of the said unpatenteti Mining Claims have been exe-cuted by the said H. W. Edgar and delivered to the^mp^ny ^d
Si DiW.'ion""

' """ ^^°"''^" '"' ""^ Montreal Rh^er

^"^J"'"'
^'•' '•> ^" P^'"i as commission for subscribing or agreeing

>n^ =^=,?.'- '

".i
Pp^'^"""* °' agreeing to procure subscriptiSiis fo"anyshares in the Companyor for underwriting or procuring under-vriting of any securities issued or to be issued bv the Compai.vUie estimated amount of prehninary expenses is « i soo 00

proTO™'""'''
"^'''''' ^'''"'" "'' ''''''"""^'•* ="<= 'o •« given' to any

By Agreement bearing date the 30th day of .March, 1909, theloronto I, Mieral Frnsts Corporation has agreed to receive all moneys
p.iid by subscribers for the said 300,000 fully paid up shares of tl,ecipital stock of the Ompany, and to give Jeieipts w the vario I's

;; IIZ^ F^V"^ "'"
'; ""• 1'"' }° ''°'<' """^ """=y5 "'"il the explra-twn of forty days f jm the date on which the said 300,000 fullypaid up snares have all been subscribed for and certificates for the•ame have been <|.-livered to the various purchasers or subscribers,and thereafter to deliver to Herbert W. Edgar the sum of thirtvhousand dollars out of such moneys, and to deliver the balance

10 the order of the Ompany ; and in the event of the said shareshaving t>een paid for by the subscribers and certificates not havii g

^hll i'''^" ;>* '" ">em within thirty-seven days from the dai?when the said 300,000 shares have all been subscribed for. then toreturn to each of th.' pi-rsons who have subscribed for any of theSlid sliares the moneys paid by tbem respectively

Me '«•
'rTuJ"''"l"

j.'-'-'"""!'" ^""ve may be seen at the office ofMessrs. Ulake, Lash 4 Cassels, Canadian Bank of CommerceBuilding, c->rner King and Jordan Streets, Toronto
""""""«

Ihe unpatented Mining Claims hereinbefore referred to as havingbeen sold to the Onnpany were held by H. W. Edgar in trust forcertain persons, including the directors, other than Sidney Jones

Slli T''^!"."*' P'";' "P =''^''" °' ""= Capital Stock of theCompany hereinbefore referred to are held by the said Edgar in
.r ist tor such persons and each of the said directors is entitled to a-event I interest m Ihe said shares and to a sixth interest ui the saidsum of $30,000 mentioned i„ the said Agreement of the 30th dav(March, 1909, made between the said H. W. Edgar and the Com-pa ly. Of the said 500,000 shares each of the directors, other thanS dney Jones and Fn-d H. Ross, has received one share to qualifyhim as director. Except as hereinbefore mentioned, none of the
directors are in anv way interested in the promoti.in of or in the

ar?Jrl-y f'i''"^,^y
'hi-- Company, and no sums have been paidor agreed to be panl to any of the directors either in cash or in shares

or'o1'h''r'*^''""i' "}^" '" ''"^'''>' ""="" '" ^"y "' 'hem as directors,

,h. li
'

^'"i '.S°
%"""=" endered by them in connection withthe formation of the Company,

This Prospectus has been filed in the office of the Provincial
Secretary on the Jist day of April, 1909.

Dated at the City of Toronto, the list day of April, 1909.

».^-^.JPJI»SBBW!!'; ^VSSbSeS^.Yir'-.lluir' vJ!"\'*il*";j •
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(e) Expenditures made on account of future business

;

(/) Land, buildings, and plant

;

(g) Goodwill, franchises, patents, and copyrights, trademarks, leases, contracts, and

licenses

;

(A) Debts owing by the company secured by mortgage or other lion upon the property

of the company

;

(») Debts owing by the company but not secured ;

(A) Amount received on common shares

;

(/) Amount received on preferred shares ;

(m) Indirect and contingent liabilities.

i

JOINT STOCK SET.

THE AVON CREAMERY COMPANY, LIMITED.

W. R. Shaw. P. Bradshaw, Jolui McMillan, Alex. McLaren, and Student become

Provisional Directors and undertake the organization of a Joint Stock Company to build a

factory and to conduct a Creamery Business in the vicinity of Stratford, Ontario.

Books are to be kept by Double Entry, with Journal and Cash Book as books of original

entry. All other necessary books and forms as Auxiliary books.

Mar. 31. Business completed to date in reference to organization, etc., has been as follows :

—

(a) The Directors issued a Prospectus showing Capital to be S5,000.00, in shares

of $100.00 each, and providing for Calls as follows : Tin; first call of 10%

on allotment of stock ; second call of 40% on May 1st ; third call of 25%
on May 26th ; and the balance, or 25%, at the call of Directors.

They made formal application for Letters Patent or Charter and in due time

received same. Usual fee was deposited with application.

(6) The Stock Book was opened and the following shares allotted by Directors

to respective suL/Scribers :

—

W. R. Shaw Five shares, $500

P. Bradshaw " " 500

John McMiUan " " 500

Alex. McLaren Three " 300

Student " " 300

John Brown " " 300

W. J. Ferguson " " 300

R. Harding " " 300

Total S3,000

Enter properly in Journal and open accounts in Stock Ledger (Loose Leaf

form).

(Student will draw up proper form of Stock Book ; enter above subscriptions

and file with other forms.)

(c) The first call of 10% has been paid by all in Cash. Enter in Cash Book and

in Stock Ledger.

iki

ii !



:

'J
i '\

i Ml

i'i
1),

<

>i ii

^^!

Mar. 31.

Date
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The foUowing persons were elected officers :-•

^^^'l'^"';; W. R. Shaw.
V,ce-Pres.dent

P. Bradshaw.
Secretary-Treasurer

gtudent
Directors :-John McMiUan. A. McLaren, and W. J. Ferguson.

^"«^'m" "?
''^'"'f V^' ^^'''^''^'' ^^"^^ '^^ ^- Y°""e. Manager, and

8300.00 was deposited. (Keep Bank Accent in special columns in Cash Book.)

CASH RECEIVED.

Explanation
j

Cr. Account Fol. Bank Sundries

1910
Mar. 31

<(

31
<i

31
May 1

10
"

10
((

10
((

10
f(

20
**

26
June 30
.July 1

25
It

30
tt

31
«>

31

First call of 10 per cent.
To Peter Brunner
To R. Harding
Second call ol 40 per cent.
To J. H. Kenner
To Herald Printing Co.
To Student
To T. Orr & Sons
Vo T. Holliday & Co.
Third call of 25 per cent.
Withdrawal
Buttermilk, 2,900 g'ls. @ 1 jc.
Draft for balance account
Withdrawal
Buttermilk lor July
In Bank ([J^)

Subscribers

Cheque No. 1

Cheque No. 2
Subscribers

Cheque No. 3
Cheque No. 4
Cheque No. 5
Cheque No. 6
Cheque No. 7
Subscribers

Cheque No. 8
Buttermilk
Park & Son
Cheque No. 9
Buttermilk
Balance

200 00
20 00

37 50
41 40
22 20

500 00
600 00

608 75

765 00

158 15

300 00

1.200 00

750 00

50 ! 75
754 00

65 63

2,953 00
"

3.120
i

38

. ^ [$158.15
Aug.

1 On hand, $112.88; In bank, Balance 271 03

(Student wiU write out receipt for Call 3, favor of John McMiUan.)

Mar. 31 The offer of Peter Brunner of one acre of land for Factory site was accepted ne
deed was duly executed, and the price, $200.00, was paid bv cheq-e on the
Merchants Bank.

" ' i ^ -" "le
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Mar. 31. The account of R. Harding, solicitor for Charter Fees, $10, paid by him, and

for services, $10.00, was paid by cheque. (Charge Legal Fees.)

" 31. Thos. Orr & Sons' offer to build a factory, 30 x 50, two storeys high, with stone

basement, as per specifications and plans prepared by then; was accepted,

payable $500.00 when work is completed, and $400.00 in thiee months.
" 31. The offer of T. Holliday & Co., of Stratford, to furnish and fit up the factory with

engine, boiler, shafting, and machinery, and all appliances—a cr/myjlete outfit

for the manufacture of butter—was accepted, payable $600.00 on the completion

of the work, and $1,000.00 in six months.

CASH PAID OUT.

Dat e Explanation Dr. Account Fol Bank Su ndries

1910
•

Mar. 31 Deposited Bank 300 00
<<

31 One acre land, fatiory Real Estate 200 00
((

31 Charter fees, $10, Legal

fees, $10

Legal Fees 20 00

May 1 Deposited Bank 1,200 00
"

10 Books and Stationery Printing &Stat'ry 37 50
'*

10 " Herald " printing bill Printing &Stat'iy 41 40
"

10 Secretary's salary Saluries 22 20
"

10 On account, building Real Estate 500 00
" 20 On account, plant Plant 600 00
(( 26 Deposited Bank 700 00
i( 30 On Invoice from J.Clark &

Co. and J. Park & Sons

Freight & Cartage 3 50

June 30 To Patrons,Cream Register Cream 549 41

30 To J. Davis, $40 ; W. J.

Forbes, $19.34

Wages 59 34

July 25 Proceeds draft onPark&Sn Bank 753 00
•'

.1
25 Discount on above Discount 1 00
28 J. Wilson, 20 cords wood(S)

$2.50

Fuel 50 00

ft
31 To Patrons.CreamRegister Cream 700 00

"
31 J.Davis, $40; W.J.Forbes,

$25
Wages 65 00

31 In bank {J^ Balance

2,953 00

158
i< 15
"

31 On hand CZt)

In Bank

Balance

Balance

1

1)

I

112 88

3,120 38

Aug. 1 158

i'

15

May 1. Received in cash the following sums, being second call on subscribed stock : W. R.

Shaw, $200.00; P. Bradshaw, $200.00; John McMiUan, $200.00; Alex.

McLaren, $120.00 ; Student, $120.00 ; John Brown, $120.00 ; W. J. Ferguson,

$120.00 ; R. Harding, $120.00. (Student will write out copy of Instalment

Script or Receipt for Call No. 1 , also for Call No. 2, in favor of John McMillan.)

r I
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May I. Dopositcd in Bonk, $1,200.00.

10. Tlu; following Bills wero passed by the Directors, initialed, and ordered to be
paid by clu^qiics on Mt-rcli ants B;ink :

J. K.^nnor, Books and Stationery $37 50 I ru „ .

tj , , n . - „ .

' Charp F'rintlni: and
Herald Printing Co., Printing 41 40

|

smionfry.

Student, Salary as Secretary 22 20 ; ch«g. &.i«i«

10. T. Orr & Sons having completed their contract for building satisfactorily, were
paid $500.00 by cheque, and a note at three months for balance $400 00
(Charge R. Estate.)

20. F.ngag.d James Davis as butter maker for the season, at $40.00 per month, payable
monthly, tu begin June 1st.

20. Agreed with W. J. Forbes to gatiier the cream from the patrons at the rate of
ic per inch, payable monthly.

20. Entered into a contract witii Fred Baker fur tlw sale to him of all our buttermilk,
at IJc. per gal., to be paid monthly.

20. T. HoUiday & Co. having completed their contract for machinery and appliances
satisf.ictorily. were paid by clieque $600.00, and note at six months for balance.
(Ch.-irge Pkmt and Machinery.)

20. It was agreed to pay the Secretary (Student) $50.00 per month salary while the
factory was in operation

; he to keep the books and attend to ail business of
the Comp;uiy.

20. Bought of J. Clark & Co., Goderich, as per invoice, supplies of dairy salt, tubs,
etc., on account, S130.00. (Ciiarge Creamery Supplies.)

20. Bouglit of James Park & Sons, St. Lawrence Market, Toronto, 60,000 parchment
wrajipcrs, per invoice, S113.C0.

26. Received in cash the following sums, being third call on subscribed stock : W. R.
Shaw, $125.00; P. Bradshaw, $125.00; John McMillan, $125.00; Alex.
McL;u-en, $75.00; Student, $75.00; John Brown, $75.00: W. J Ferguson
$75.00 ; R. Harding, $75.00.

" 26. Deposit in Bank, $700.00.

30. Paid freight and cartage on invoices of J. Clark & Co.. and James Park & Son.
in cash, $3.50. (Charge Fre ght.)

June 30. Withdrew from Bank, $608.75.

30. Paid i. Patrons, as per Cream Regibicr for month of June, $549.41. (Charge
Cream.) Also paid James Davis, wages, $40.00. W. J. Forbes, for drawing
cream, $19.34. (Charge Wages.)

July 1. Received from F. Baker, his cheque for buttermilk for the month of June, 2,900
gals., l}c. per gallon, $50.75. (Credit Buttermilk.)

20. Sold James Park & Son, St. Lawrence Market, Toronto, 2,000 lbs. tub butter
at 20 cents, $400.00; 1,868 lbs. butter, in pound prints, at 25 cents, $467 00
(Credit Butter.)

25. Drew on Park & Son, at sight, for balance of account, and had same discounted
at Bank. Face of draft, $754 ; Discount, $1. Pros oeds credited to Company's
account.

28. Paid James Wilton for 20 cords of wood at $2.50 per cord, by order of the Directors
(Charge Fuel.)

•-"^•'W4^'1*l'*3 TJ^iJmJ^WE^^T^IZT
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July

Aug

Sept.

Oct.

30.

31.

31.

2.

12.

12.

13.

13.

13.

13.

1.

10.

30.

30.

30.

1.

5.

20.

31.

31

31

31

31

31

31

Witlidrew from Biink. $765.00.

Received from F. Baker, cash for Buttermilk for July, $65 63.

Paid to Patrons, as jxr Ktgisti-r for July, S70U.()0; Ja;uosD.ivis, as wages, S40.(K) ;

W. J. Forbes, for drawing inam, $25.00.

Balance your Cash Book. (See illustration.)

Sold James Park & Son, 3,000 lbs. butter in tubs, at 20c.
; 2,000 lbs in pound

prints, at 24c.

Received cheque from Park & Son, $1,080.00, for mvoic- of buiter shipped th.m

Aug. 2nd.

Deposited in B;mk, 81,145.63.

Paid our note in favor of T. Orr <% Sons, due to-day, by cheque on Bank. $4(H).00.

Withdrew from Bank, S692.(K).

Sold Park & Son, Toronto, 2,700 lbs. butter in tubs, at 21c. ; 1,800 lbs. of butter

in pound prints, at 25c.

Paid Patrons, as per Register for August, $630.00 ; James Davis, wages, S40.00

;

W. J. Forbes, for drawing cream, $25.00.

Received from F. Baker, cheque for Buttermilk, for August, $59.07.

Drew on James Park & Son, at sight, draft for balance, and had same discount.

d

at Bajik. Face of draft, $1,017.00; Discount, $1.25. Pro- eeds placed to

the Compaiay's credit.

John Brown has transferred his stock to \Vm. Alexander. Thr.e shares, Nos.

22, 23, and 24, as per transfer No. 1, sanctioned by the Directors. (Stiul.nt

will write out Certificate of Transfer and file it.)

Withdrew from Bank, $656.25.

Paid Patrons $595.00 as per Register for September. Paid Jas. Davis, w.iges,

$40.00; W. J. Forbes, for drawing cream, $21.25.

Received from F. Baker, his cheque for Buttermilk fur September, $51.88.

Sold to James Park & Son, Toronto, 4,200 lbs. butter in jx.und prints, at 26c.,

$1,092.00.

Drew on James Park & Scm, at sight, for amount of invoice of 5th inst., and had

draft discounted at Bank. Face of d 'ft, $1,092.00 ;
Discount, $1.25. Proceeds

placed to the Company's credit.

Bought salt, tubs, imd other supplies ..om J. Clark & Co., Goderich, $50.00, as

per invoice.

Withdrew from Bank, $620.00.

Remitted to James Clark & Co., cheque on Bank, $130.00, for invoice of May

20th.

, Paid to Patrons, as per Cream Register, for month of October, $560.00. Also

paid James Davis, wages, $40.00 ; W. J. Forbes, for drawing cream, $20.00.

, Paid Student, Secretary, by cheque on Bank, four months' sak y at $50.00 per

month, $200.00.

. Paid freight and cartage on invoice of supplies from J. Clark & Co., $1.90.

. The fourth call on subscribed capital of 25% was made, payable on December 1,

19
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2. Depci.ed F. Haker', ch.qu. in ftak, J55.13.

5, S* P„k » Son, T»„„,„, 3,000 ,^. „, ^,.„ ,„ ^, ^„„,^ ^, ^^ ^ ^^_

8. Deposited in Bank, cash, ttOOO

credited.
""^^ °' «ratt, J720.00

;
Discount, $1. Proceeds

''^

"tyTm* '" ''"" "'' "-"'"^^ " '^°- ^"0 May 20U,, d.o ,o.d.y, „,00„.«,,

». ^.d J«,» Park 4 So.,, 2,500 ,fe. ., ,„,,, ,„ ^„„, ^,,^, ^_^
». R«..«a „„„, F. B,k„, his cheque ,.. B.u^,,, ,„ N„„„^,, ^^
«. Hemmed .o James Clark 4 Co., GodeHeh, cheque ,. balance, CO.OO.

'

M. Withdrew from Bank, $475,00.

26. Paid Patrons, as per Register for November Ullcin,- 1
U0.00: W. J. Forbe,. for drawing cr!! koT '^' "'"' '"""•

^-
°'S,k:,eisdStt.,n";

'" *'^'"'"' " ""' '«• <='^"- '• Company ,„

McM,ll», eo; Alex. McUr.n, ^ cij^ '^^..L'Z""'
'"^ ^°'"

$1,100

1,500

INVENTORIES.

Real Estate, estimated at cost.

Plant, $1,600, less $100 for depreciation. ..,.'.'..

Post (Loose Leaf Ledger, and make usual Working BalanceSheet

r^Iutfon. MLte'Lk "olio _ '^ "" '"^"' «" ^^^^^d stock, as pj

" "" 'SLtt:ll;flr^-'-^"P«-^eSubscnbedCapitalas^^^^

and members. ^•' P- "*) ^or Directors
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Dec. 1. Received from tin- fi)lli>wiiiK •^harehoMers, tho frmnh .all on fli,ir stiK-k. an follows :

W. R. Shiw, $125; P Br.iWiaw, $I2.S;
J, M, M.lUn. $125; A M.-Laren, $75 ;

Student. $75; W. Alexander, $75; \V. J Ferguson, $75; K Harding, $75,

5. Gave shareholders . hequ.s on Bank for Honus, i^ follow-. : —\V R. Shaw. $125 ;

P. Bradshaw. $1Z5
; J. M.Millan, $125 ; A. M. Laron, $75 ; Stii.l.-nt. $75

;'

VV. Alexander, $75 ; \V. J. Ferguson, $75 ; R. HardmR, $75 ; as jn-r resolution.

5. Paid Dividend to shareholders as per Dividend Bo(jk, folio — , in cash.

" 5. Deposited in Bank all the cash ( n hand, $

COLUMNAR OR WORKING BALANCE SHEET.

Accounts 1 Debits Credits Res. Liai. Losses Grins

Capital Stock

1

1

3,000 00
1

Subscribers 3,00() (V) 2,250 (M) 750 (K) ,

1

Real Estate 1,1(X) 00 1,100 (JO
1

Legal Fees 20 00 20 00
1

Bank 7.808 26 7,018 10 790 16
Printing & Stationery 78 90 78 90
Salaries

1

322 20
1

322 20
Plant 1,600 00 1,500 00 100 00
Creamery Supplies 293 00 '; 293 00
Butter 5,606 00 (i 5,606 UO
Discount 5 50 "

i 5 so
Buttermilk 320 68 il 320 68
Freight 5 40

1
!i 5 40

Cream 3.434 41 1

3,434 41
Wages 370 59 1

370 59
!

Fuel 50 00 50 00
Directors' Fees 100 00 1

i 1(X) 00
Cash 1

1

6 52

-,. ._
]

6 52'

j

18.194 78

i i

18.194 78 4,146 68
j

4,780 00 5.926 68

SUMMARY.

Gains j5,926 68
Losses 4780 00

Net Gain $lj46 68
Capital 3 000 00

Present Worth $4,146 68

li
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Section ^ I

JOINT STOCK SET, No. 2.

AVON CKEAMKRY COMI'ANY. LIMITKD

SECOND SEASON

CondHctin;; a Second Factory at Broohdate, Ontario.

1
•

m

In b<>ginnint; the work of the si'cond season tlic Ki'soiirccs and I.iabilitii-s from the old
Ledger or Baliuice Sheet will be inuisfered to new Ledger, in which will Sc recorded the
business of the two factories dnring second term. A separate account will be kept with
•' The Avon Factory " and " The Brooksdale Factory." in order to show profits n^ade by
each for the year.

Memoranda.

Jan. 10. At the Annual General Meeting at the Company's office, the following persons
were elected Directors: Student, VV. R. Shaw, P. Bradshaw, A. McLaren,
W. J. Ferguson, and R. Harding.

The Auditors' Report was adopted and ordered to be engrossed in tl.e Minutes
At the Board Meeting which followed, Student was elected President ; P. Bradshaw,

Vice-President ; and A. McLaren, Secretary.

The accounts of the Auditors, C. Packert, $5, and P. Jarvis, $5, were passed
and ordered to be paid by cheque.

Uv 20. A meeting of the Directors was held at the Compiuiy'i office iind the offer of

Andrew Neil was considered. He offered his factor} and plant, with complete
apparatus for carrying on the manufacture of uutter, run by water power,
and known as Brooksdale Creamery, at $1,200, payable $200 cash, $600 in

paid-up stock of the Company, ;md the Company to ;issume pavment of a
mortgage of $400 due J. S. Monteith, October 1st next, with interest at 7 per
Cent, from April 1st next.

The offer was accepted at a valuation of $650 for real estate, and $550 for plant.

Cheque on Bank given for the $200.

The $2,000 of stock of the Company heretofore in reserve was offered and taken
as follows : Andrew Neil, $600, which was fully paid in his deal with the
Company

; W. R. Shaw, $200 ; John McMiUan, $100 ; P. Bradshaw, $300
;

R. Harding, $200 ; A. McLaren, $300 ; Student, $100 ; W. Alexander, $20o!
The stock was subscribed for and allotted, payable as follows : 25 per cent,

at time of subscription, 25 per cent, on July 1st, the remainder at the call

of the Directors. The first call was paid in cash. It was also decided to
remove part of the Avon plant, as per sched. amounting to $150, not
required, to the Brooksdale factory, to make a more com 1 > outfit there.

May 1. At a meeting of the Board of Directors held at the Company's
. J.ameR D.ivis

was engaged as buttermaker for Avon factory, and A. N^.i for Brooksdale

.'*«san»erT'>-*«

'
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May

factory, at 140 pt-r month raili. B. J. Forbts aRTttil to g.itii;r tlif frcmi

(or l)<)th at } cent \M im li. anil tlit- biittcrniilk of Avon factory was sold

to F. Uakir (or the season at IJc. jur j;allon. ami tliat of HrookMlaIr factory

to D. Nolan at 1 Jc jxr palUm at the (iictory, jMyahlr nionthlv The Secretary

to Ih; paid $50 p< r month for conductmg the busimss while the factoiy is

in op<ration.

(Keep a Butter Account, a I'l.uit Account, iuul a Keal Estate Account with each

factory.)

10. Ri -ed invoice of suj>plies from J. Clark \ Co., Gmleruii 8;<0(). payable in

60 days.

Rcrc^ived invoice from I'.trk tSc Son, for wrapp<is, 8l2t), payable ui 'M days.

Paid freiglit by cheque, ?8.40. (Half for ta. h factory.)

Bought t)f George Bell, 25 cords of wood for Avon factory, at $'2.50 per cord, ai 1

paid for same by cheque.

12 Factory begiUi operations.

26. Shipped to Park & Son, Toronto, 1,250 lbs. loU butt' r from Avon factory, and

1,080 lbs. from Brooksdale factory, at 22c.

(Account for each factory.)

29. r.oceived cheque from Park & Son for amount of shipment of 26tli inst.

30. Withdrew from Bank, $120.

31. The Board of Directors met and paaseil the accounts for the montii, also the

following accounts (they were paid in casli) ; .\von—P;arons. $322.80 ;

gathering cream, $12,20 ; wages, $24. Brook.sdale— Patrons, $276,40

;

gathering cream, S10.60 ; wages, $24.00.

Received from F. Baker, his cheque for 844 gallons of buttermilk, at IJc. per

gallon, also from D. Nolan, cheque for 760 gallons, at He. per gallon.

Remitted to Park & Son, cash for invoice of 9th ult,, $120.

" 25. Shipped to Park & Son, from Brooksdide 1,460 lbs. roll butter, at 24c ,
and 970

lbs. tub butter at 20c. ; also from Avon factory, 1,270 lbs. butter in rolls,

anfl 918 lbs. in tubs, at same price.

" 28. Received from Park & Son, cash for shipment of 25th lust., $1,032,80,

" 30. Directors met and ordered the following amounts to be paid in cash : Avon-

Patrons, $415.28; wagi , $40; gathering cream, $21.55. Brooksdale—

Patrons, j>481.92; wages, $40; gathering cream, $23.12.

July 2. Received cheque from F. Baker for 1,408 gallons buttermilk, at l|c. per gallon,

also D. Nolan's cheque for 1,540 gallons, at l}c.

Deposited cheques in Bank, together witli cash, total amount, $202,80.

The second call of 25% on the stock was paid in cash, and the amount deposited

in the Bank.

8. Drew cheque on Bank, and remitted it to J, Clark & Co., Goderich. for invoice

of May 9th.

" 23. Shipped Park & Son, from Avon, 1,780 lbs. roll butter, at 25c., and 1,250 lbs.

tub butter, at 21c. ; also from Brooksdale, 1,890 lbs, roll butter, and 1,316

lbs. tub butter, at same price.

" 26. Received fr'^'- Park & Son, cash for shipment of 23rd -nst., $1,456.36.

" 31. Director i ordered the following amounts to be paid in cash : Avon

—

Parn .i2.60 : wages. $40 :
g-itberine cream, $22.14. Brooksdale

—

P Tons, $460.35 ; wages, $40 ;
gathering cream, $23,19.

June 1

.

9.

i ?E

i 51
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AuR. 1. Riceived cash from F. Bak.r (or 1.818 gallons buttfrmilk, at l|c. also D. Nolan,
cash for 1,692 gallons at Ifc. [x r giillon.

25. Shipped Park & Son, 2,280 lbs, butti-r in rolls, at 25c. per lb., and 1,880 lbs.

tnitttr in tubs from Avon, at I9r. ; alw) 2,192 ll)s. butter in rolls, and 1,932
!!)». biitttr in tulw from Brook* lidi, at same price.

28. KtciMVcd from P;irk & Son, cheque for shipment of 23th inst., (1,838.48.
30. Ditectors met and ordered the following amounts to be paid in cajh : Avon-

Patrons, $460.65; wages, $40; g.ithering cream, $20.62. Brooksdale—
Patrons, $421.73; wages, $40; gathering cream, $20.

" 31. Deposited in Bank, $875

1. Received c.isli from F, Baker for 1.580 gallons of buttermilk, at Ifc. per gallon ;

also from P. Nolan, cash for 1,740 gallons, at IJc.

2. Depcjsited in Bank, $50.

28. Shipped Park & Son, per G.T.R., from Avon, 2,768 lbs. roll butter, at '^/c, and
1,940 Uw. tub butter, at 20c. .

also from Brooksdale, 2,440 lbs. roll butter,
and 2,160 lbs. tub butter, at sam. pri:e.

29. R(!ceived from Park & Son, cash for shipment of 26th inst.

30. The Directors met and ordered the payment of the following : Mortgage and
interest in favor of J. S. Monteith, by cheque, the others paid in cash. Avon-
Patrons, $421.62; wages, $40; gathering cnim, $20.22. Brook dale-
Patrons, $401.98; wages, $40; gathering cream, $18.91.

Deposited in Bank, $868.63.

Received cash from F. Baker for 2,104 gallons of buttermilk, at l|c. ; idso from
D. Nolan, cash for 2,292 gallons, at IJc. per gallon.

Shipped Park & Son, 2,881 lbs. butter in rolls, at 28c., and 3,280 lbs. butter in

tubs, at 22c., from Avon ; also, from Brooksdale, 2,550 lbs., in rolls and 3,560
lbs. in tubs, at same price.

29. Received from Park & Son, draft on Merchants Bank for shipment of 28th inst.

31. Directors met .and ordered the following amounts to be paid in cash : Avon-
Patrons, $602.18; wages, $40; gathering cream, $24.68. Brooksdale—
Patrons, $584.12; wages, $40; gathering cream, $18.95.

Received from F. Baker, cash for 1,685 gallons of buttermilk, at Ifc., also from
D. Nolan, for 1,622 gallons at IJc.

Paid A. McLaren's salary for 6J months at $50 per month, by cheque.
Deposited in Bank, cash on hand.

Paid each of the Directors (except the Secretary), by cheque on Bank, their fees
of .?20 each for the season.

Factories closed for the season.

Write off for depreciation of plant from Brooksdale Plant Account, $70 ; from Avon
Plant account, $100. Estimate t'.ie I'eal Est.ite of both factories at its value according
to the Account. Take off a preliminary Balance Sheet to estimate the profits. Submit
the same to the Board of Directors for con deration. You will now proceed to pay a dividend
of 25% on the Paid-up Capital by cheq.ies on Merchants Bank, and carry the balance of
profits to Reserve Fund Account, as per resolution of the Board of Directors. Close your
books and make out statement of losses and gains, and resomces and liabilities (see illustrated
form for Res. and Lia., p 221) having them duly certified to by the Auditors, and you are
ready for the ne.xt Annual General Meeting of the Shareholders, at which the reports will be
presented, and officers elected for the ensuing year.

Oct. 1.

28.
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Aft«r completing the wtirk to thi» ixjint, in a MtisUitury nuuuier, tin- Studwit will revK w
carrfully and prep-ire (or

Section 32.

INTERMEDIATE EXAMINATION.

Section 33.

DIFFERENT CONDITIONS WITH ENTRIES.

(I) REQUIRED TO SHOW NAMES OF STOCKHOLDERS IN GENERAL LEDGER,
AND CAPITAL STOCK SHOW THE AMOUNT OF SUBSCRIBED CAPITAL,

This, while leadinif to extra work without giving any advantage in return, is sometinns

done in the books of small companies where the number of shareholders is not large. It

simply means that instead of using the term " Subscribers," as we do in our opening entry,

we use the names of the individuals. Thus :

—

Subi^cription

To Capital St(Kk

. S,S.(HK)

S5,(KX)

Then when a call i^ paid we make entries a> follows

A
B
C
D
E

SlfK)

1(X)

UK)

1(H)

1(X)

To Subi.cription. $50()

Cash . .

,

To A
., B
„ C .

„ D
., K

$500

$1(H)

100

100

100

KM)

h

(2) REQUIRED TO MAKE CAPITAL STOCK SHOW THE AMOUNT OF
PAID UP CAPITAL.

Suhs'-riliers <5(H)

To Capital Stock §5(Hi

For Call No. 1, 10% upon Siibsnihed Capital of S5.(MK).

Cash 5(K)

To Subscribers 50<)

C-aM No. 1, 10% upon Subscribed Capital of «5,000 paid in Ca^h.

If preferred, the individual names of shareholders may he used instead of Subscribers.

«3

r

u
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(3) REQUIRED TO MAKE CAPITAL STOCK ACCOUNT SHOW THE AMOUNT
OF THE AUTHORIZED CAPITAL.

Heretofore we have shown the Capital Stock Account credited in opening entry with
amount of Subscrilx'd Capital and amount of Paid Up Cajjital. If we want it to show the
Authorized Capital we put in the unsul)scribed amount under the term " Unsubscribed
Stork," tlius :

—
Subscriptir.il

$5,(K):»

Uiisul)scrii)ed Stoek 20 (XM)

To Capital St.x k '

$25,0(M)
Subscribers e/u\

To Subscription cjui

•^^^J'
•

• 500
To Subscribers ^(wj

J ',

f:

i t

rli

(4) REQUIRED TO MAKE ENTRIES WHEN STOCK IS NOT COMPLETELY
PAID FOR IN CASH.

Suppose that A., B., C, D., and E. value their services in organizing the company at
$2,500, and put in this bill as an offset against the amount they owe for stock subscribed.
They would only have to pay $2,500 in cash and the entries would appear as follows :—

Subscripti.m
j5 Ooq

To Capital Stock jc qqq
Subst ril)els

:; ,)()(,

To Subscription S (MH>

C^'i-
• • • $2,500

Orgajiization Account (or Preliminary Expense) 2,500
To Subscribers

jg qqq

This Organization Account is usually written off in from three to five years by apportioning
part of the profits to that purpose l)y entry as follows :

Loss and Gain

To Organization

Any balance to this account is treated as a resource, being a mortgage on future profits,
as it were. That is, so long as the account remains open the directors have a claim on
profits as against .any claim that shareholders might urge, that such profits should all be
used for dividend purposes.

Again one man may bo the owner of a Patent Right which it is the purpose of the Company
to exi^loit. He is given fully paid up Stock for this Patent Right, while the rest pay, as usual,
in cash. The entries niieht be as follows ;

—

Subscription j5 qqq
To Capital Stock «5 qqq

S>^ihsni\Kiy, ^QQQ
To Subscription

g q^uj

Cash
j2,500

Patent Right
,

n 500
To Subscribers «5 qqq
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Again the Company may be formed to take over a b,is,ness heretofore conducted as
a ^rtnership by A & B. These two men tuo to get fnlly paid-up Stock for the.r bus.ness.
a Balance Sheet of which shows as follows:—

Resources

Mdse. ..

Accounts Rec 2,000
^•'Is Rec

1 _ooo

Liabilities.

$5,000 Accounts P.iy m oqq
Ki'ls Pay 3000
A.—Present Worth

\ OOQ
B-—Present Wortli

i oOQ

$5,000

,S,I«K)

3,000

5,000

2,000

1,000

$8,000

$5,000

5,(MK)

$8,000
The entries would be :

—

Subscription

To Capital Stock

Suliscrihers

To Subscription

Cash

Mdse •'
^ !!!!!!!!!!!!!!!!!!!

!

Accounts Rec
Bills Rec

To Accounts Pay

„ Bills Pay !..!.... ^ .!."

„ Subscribers

The entries to close the books of the old concern would appear as follows, supposing
the name of the new company to be " The Brown Manufacturing Company, Linuted."

The Brown Manufacturing Co., Liinit.d 82 000
Accounts Payable

bills Payable

To Alerchandise

„ Accounts Receivable

„ Bills Receivable

Shares in The Brown Manufacturing Co., Limited
To The Brown Manufacturing Co., Limited

$3,000

3,000

5,000

3.000

3,(K)0

S2.0()0

$5,000

2,000

1,000

A.

B.

To Sliarcs in Tlu' Brown Manufacturing Co., l.im

S1,0(X)

I .(KJO

utcd

$2,(KX)

$2,000

(5^ TO PROVIDE FOR A LOSS SUSTAINED AS A RESULT OF A YEAR'S
BUSINESS.

If it is desired simply to carry it forward to next year it may b. lift as a bal nice to
Loss and Gam Account. A better way vvouUi be to charge it to Inipannunt of Capital
Account, thus:

—

'

Impairment of Capital cj qoo
To Loss and Gain

$1,000
This Impairment of Capital Account has a first rl^jm on future profits, and so long as it

remains open is treated as a resource for much the same reason as explained in dealing with
Organization Account.

i

«!i
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If the Company has been in existence for some years and has accumulated a reserve then
this reserve may be utilized :

—

Reserve

.

To Loss and Gain

.

$1,000

$1,000

(6) TO SHOW ENTRIES FOR AN AMALGAMATION OF TWO COMPANIES.-
By the " Ontario Companies Act," any two or more companies, incorporated under

the laws of the Province, may amalgamate. The process of doing so requires the Directors
of the several companies to hold a joint meeting, and to prepare a joint agreement, setting
forth the terms of the proposed amalgamation. This agreement shaU be submitted to the
shareholders of each company at a meeting held for the purpose of taking an amalgamation
mto consideration. If two-thirds of the votes of all the shareholders of each of the different
companies arc for the amalgamation, the fact shaU be certified upon the agreement ^nd
this agreement, thus certified, shall be deposited with the Provincial Secretary, along' with
a joint Petition from tt.;> different comp;uiies, applying for Supplementary Letters P.

'

nt
authorizing the amalgamation.

The .^dams Furniture Co., Limited, and tlie Brown Furniture Co. Limited, both of
Toronto, am.ilg.im.ite under the name of Tuo Toroiito Furniture Co., ' ted. The .nssets
and labilities of both companies are taken over according to staten.ents herewith and
shares of the new company's stock are issued to the shareholders of both companies in place
of the old shares held by them, which are now surrendered. The Adams Furniture Co.'s
Balance Sheet shows as follows :

—

A ssets.

Bills Receivable $6,000

2,000

500

Mdse.

Cash

Liabilities.

BiUs Payable $2,000
Capital Stock 6,500

Total $8,500 Total $8,500

The Brown Co.'s Balance Sheet shows as follows :—

^"«'s.
Liabilities.

Accounts Receivable $9,000 Accounts Payable
Md
Cash.

1,500 Notes Payable 3,000
900 Capital Stock 7,600

Tot'il $11,400 Total .

Journal Entries to open books of the new Company :—
(1) Bills Receivable

Mdse

Cash

To Bills Payable

„ Shareholders of Adams Furniture Co., Limited.

$11,400

$6,000

2,000

500

(2) Accounts Receivable $9 qqq
Mdse

$2,000

6,500

Cash
1,500

900
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To Accounts Payable j^,^
,. Bills Payable .'.'.'.'.'.".'.".'.".'.'.'.'.;.;..

;J^
,, Shareholders of Brown Furniture Co., Limited 7 gOO

(3) Shareholders of Adams Furniture Co., Limited $6 500
Shareholders of Brown Furniture Co., Limited 7600

To Capital Stock
•••

'

gj^ ,^^
Entries to close the hooks of the Adams Furniture Co., Limited :—

(1) The Toronto Furniture Co., Limited... iui ann
Bills Payable y^y^y^'^'.'.'.'.'.':.':

2000
To Accounts Receivable

"'

«6 000
"^"^'^

y.' ''''.'
''.::.'. 2m

'• ^^^•'
500

(2) Capital Stock ^^
To The Toronto Furniture Co., Limited '

.$6 500
NOTE.-The entries to close the Brown Furndure Co.'s books would b,. made in thesame way

(7) TO SHOW ENTRIES FOR THE ISSUE OF PREFERENCE STOCK.
Preference stock is stock which has preference over common or ordinary stock >n ways

that may be set forth in the letters patent of incorporation, or by the bv-law wh,ch createssuch stock. t wdl be understood that a company when being formed "may bv its charter
be empowered to state that the authorized capital is to be divided into two sections one
section to be known as preference stock, and the other as common or ordinary stock Ifa company IS formed with no such specification as to division of the stork, but should after-wards see fit to turn part of its authorized capital into preference stock, it may be permitted
to do so on complying with certain conditions. The directors may make a by-law for
creatmg and issuing such r-ference stock. This by-law will state tlie exact way' in which
such stock ,s to be consid v s preferred. The by-law must then be sanctioned un.mimously
by a vote of two-th.rds in value of the shareholders present at a general meeting of thecompany. °

While the usuiU idea concerning preference stock is that it is to be preferred over common
stock with respect to claims upon the ..et gains for dividend purposes, it will be understood
that this is not the only way in which such preference may be given. For instance it may
be declared that the holders of the preference stock are to have the privilege of selecting
a stated portion of the board of directors, Jind so on.

& s

Preferred stock is said to be cumulative when, in case of a shortage of dividends in any
one year, the deficit is payable out of the profits of the following year, before a dividend
can be declared upon the common stock.

Deferred stock is stock, the payment of dividends upon which is postponed until some
other class ol shareholders are paid a dividend. Thus where we have preference and common
stock issued, the common stock may be said to be deferred stock.

As regards entries to be made, we find that they run in exactly the same form as thosemade for the issue of common stock, except that one account must be kept for common
stock, and another for preferred stock, thus :—

t -' " . . . . suuMiiijer.-- 5. . . .

To Capital Stock (eomuKm) S.. . To Subscription .. .
' "

s
To Capital Stock (preferred) $

l\

!i. 1

ill
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(8) TO -SHOW ENTRIES FOR INCREASE OR DECREASE OF CAPITAL STOCK.
The Ontario Companies Act makes provision for altering the amount of the Authorized

Capital by mcreasing or decreasing the siime. It is provided that a company may at any
time after nine-tenths of the stock has been subscribed, and ten per cent, thereon paid in
provide for tlie increase of the Capital Stock to any amount which it considers requisite
for tlic due carrying out of the undertaking of the company.

The company, on the other hand, may at any time by by-law provide for the decrease
of the Capital Stock to any amount which it may consider sufHcient for the due carrying
out of the undertaking of the comp;my. The company may also provide at any time by
by-law for a re-division of the existing shares into shares of smaUer or larger amount.

No by-law for the increasing or decre;ising of the Capital Stock or for the re-division
of shares shall have any force until it has been sanctioned by a vote of not less than two-
thirds in value of the shareholders, at a general meeting of the company duly called for
the purpose of considering sucii by-law, and until such by-law, if passed by the shareholders
has been confirmed by Supplementary Letters Patent.

In the matter of bookkeeping where an incre3-.e of the Authorized Capital is permitted,
no particular entries are necessary beyond those generally made when subscriptions are
received for Capital Stock. It will be understood that Supplementary ,. tters Patent allowing
an increase of Capital stock simply means that the company may gc beyond the point laid
down in its original charter in the matter of receiving subscriptions for stock.

Where a decrease is decided upon it is generaUy done only after the real value of the
shares has been brought considerably below par by a series of heavy losses. By decreasing
the amount of Capital Stock it would mean that certain shares have to be donated to the
company, and this donation would stand as a profit to the company for the amount of
such donation. This profit may then be used to offset any loss as spoken of. For instance
if we refer to condition No. 5, we see there how an impairment of capital is dealt with'
If It should be desired to wipe out such an impairment by securing a reduction of the Capital
Stock, the entries would appear as follows :—

Capital Stock
jj qqq

To Reserve
j, qqq

^^^^^e
$1,000

To Impairment of Capital
jj qoo

(9) TO SHOW ENTRIES WHERE STOCK IS FORFEITED.

Joint Stock Companies are empowered by both the Ontario Companies Act .and the
Dominion Companies Act to forfeit stock where calls are not paid as directed by the Board
of Directors. Of course it is not absolutely necessary to declare stock forfeited in case caUs
are not paid, because the company may enforce payment of all calls, and interest thereon,
by an action in any court of competent jurisdiction. It is therefore a matter of discretion
with the directors as to whether they shall sue the delinquent shareholder, or shall give
up the prospect of obtaining the money by suit, and simply declare the stock forfeited, looking
to the prospect of being able to ,adily sell this stock again. Of course if the stock is forfeitec'
all payments that have been made on it up to date are lost to the shareholder, and wii
therefore stand as gains to the comnanv.

Example
: James Wood subscribed for 10 shares of $100 each of the Capital Stock of the

'
i
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Adams Furniture Company, Limited. He pays thereon calls amounting to 40"o- Failing

to pay the subsequent calls his shares are forfeited to the company. Show Journal tntry.

Capital Stock $1,000
To Subscriber jjOO
Profits on Forfeited Stock 400

This entry is made on the supposition that no individual accounts were opened for the
shareholders in the General Ledger. If individual accounts had been opened the entry

would be (hanged by crediting Janics Wood, inhtiad o{ Suhscnhrr. If this stix k, thu>
forfeited, is sold, an entry would In- inadi' in the usual way liy Dr. Cash and ( r. Capital Sto( k.

If any discount is allowed on the stock thus sold such discount would be debited to

Profits on Forfeited Shares Account.

In the Stock Ledger the defaulting shareliolder's account is closed into a special account
headed Forfeited Shares. When the stock is re-issued this account is closed and a new
one opened for the new holder.

(10) TO SHOW ENTRIES WHERE STOCK IS ISSUED AT A DISCOUNT.

The Ontario Companies Act permits mining company stock to be issued at a discount,

provided certain requirements of the Act shall be complied with.

It is required that a by-l,iw authorizing the issue of shares at a discount shall be con-

firmed by a majority of shareholders at a meeting callea i pose. It is also provided
that wherever the name of such mining company may be useu . nust have associated with

it the words " No Personal Liability." Further, it is required that, where share certificates

are issued in respect to shares subject to call the words " Subject to Call " must be written

or printed in red ink on every certificate, and where shares are not subject to call the words
" Not Subject to Call."

The New Ontario Mining Company, Limited, is incorporated under the Ontario Mining
Companies Act, with an authorized capital of $100,000, divided into 100,000 shares of

one dollar each. The incorporators receive 50,000 of these shares, in payment for the mining
property handed over to the company, the rest of the stock is sold at a discount of 40%.
Show Journal Entries.

1. Subscription 8100,000

To Capital Stock $100,000
2 Subscribers SKHt.tHK)

To Subscription $1(X),00<I

3. Mining Property $50,000

To Subscribers $50,000
4. Cash $30,000

Share Discount 20,000

To Subscribers $50,000

This account, " Share Discount," should be dealt with as an offset to the Capital Stock
Account, instead of treating it as an asset. In this way any statement of the Capital Stock
Account will give the true figure.

If it is decided to write off this Share Discount Account it can be done as in the case of

the Organization Account.

If stock is sold at a premium, an account called " Share Premium " will be credited

with any such amount received. Th';se share premiums should be kept entirely apart from

!l!

ill'

ri^
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the ordinary profits of the business, although they may be used for dividend purposes if the
directors see fit to do so. The Share Premium Account may be left open and treated as a
liability in t'-.e s;ime sense as Capital Stock or it may be closed into Reserve Account.

(II) TO SHOW ENTRIES FOR TREASURY STOCK.

The shareholders of the above company donate 50% of their share holdings to be sold
to raise funds for development purjjoses.

Stock donated to a company m this manner is called Treasury Stock and may be sold
by the company at any price obtainable without violating the requirements of the Act.
Treasury Stock Account should be debited with the face value of the stock when donated
and credit.d with the par value of the shares subsvqueiitiy sold. An account called
" Development Capital " or " Working Capital " should be opened for the purjwse of keeping
a correct record of the funds thus raised. The Journal entry is

:

Treasury Stock $50,000
To Working Capital '

$50,000

For Donation of 50,000 shares by stockholders.

In the Stock Ledger each shareholder's account would be chargetl with the transfer
equal to 50% of the stock held by him.

A trustee is appointed to hold these don.ited shares on behalf of the company. An
account is opened for the trustee and the transferred shares entered in the regular manner.

Forty thousand shares of the above Treasury Stock were sold at 45 cents per share.
Make entry.

In this case the discount on shares would not be charged to the Share Discount Account
but to " Working Capital," which previous to the sale stood credited with the entire par
value o; the shares donated.

^^^'^ $18,000
Working Capital 22,000

To Treasury Stock '

$40,000

This entry when posted will show that $10,000 Treasury Stock still remains unsold and
that Working Capital has been reduced from $50,000 to $28,000 of which $18 000 is cash and
$10,000 Treasury Stock.

GOODWILL.

Goodwill is the vilue placed upon the benefit arising from the connection and reputation
which a business has acquired since its establishment. This value should be based upon the
reasonable expectation the purchaser has of receiving a greater income than could be earned
by him ordinarily without the benefit of such connection. In arriving at its money value
the following points are usually considered :

{a) The average net Profits of the business for the past three or five years
;

{b) The Interest on the Capital that has been required to carry on the business

;

(c) The expenses of management not yet charged against Profits, including a lair sum
for services rendered by the proprietor or proprietors.

Assuming the average Net Profits of a business to have been $4,000 per annum and
the interest on the capital invested $500 per annum, and the uncharged expenses of
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management $1,500, the average Net Profit upon wliitli to base a Goodwill value would be
$2,000. A certain number of years' Purchase is frequently agrei^d upon, varying according
to the kind of business and tlie special conditions applying to each case ; anywlnre from one
to five years is quite common. If a three years' Purciiase were decided uj.on in the case
given above, the amount to be paiil for Goodwill would be three times S;2,(KX) (the average
Net Profit for one year), or 86,000 ; if four years' Purchase it would be 88,0(X) ; two years'

purchase, $4,000, ;inii so on.

The a.uount paid for (".oodwill would appear on the Bahince Sheet at the end of the
year as an Asset, under the name of (ioodwill. In the c.ise r)f a limit.'d ccmipany the Goodwill
cannot fairly be written down, as the iiiidistril)ut(<l pl•otlt^, of the business would be lessemd
to this extent, which would be unjust to sh.irehohkrs if dividends were withheld on account
of deductions of this sort having wiped (.ut the profits. A company having a substiinti.d

reserve might write down Goodwill without r,.LCiiluing the interests of its shairholders
;

but in any event it would be inct)rrect to write it off through the Profit and Loss Account.

WATERED STOCK.

When the issue o| stock as fully p.iid up does not carry with it the .is-iuraiic that sets

fairly equal to the par value of such stock have been received by the comp.uiy in iru.

we have Watered Stock. If every subscnlxr for a SlOO share p.ii<l .SlOO iii cash for such
share, there could be no watering of stock. On the otlirr liand,nlien stock is paid for by
rendering service to the company or by handing over some franchise or patent right, or

the assets of an established business there may be watering of stock.

Are John Jones' services worth S5 a day or .S50 a day ? Is a franchise worth $1,000 or

$100,000 ? Is a stock of goods worth S500 or $5,000 ? There lies the whole possibility

of stock watering. No company can give its stock to a subscriber. It can deal most liberally

with him in putting a value on that which he offers in payment of his stock.

JOINT STOCK COMPANY EXERCISES.

(1) Jan. 1.—R. Benson, W. Gordon, E. Hodgins, A. Gibson, and W. Jeffrey desire to

become icorporated as a Joint Stock Company to be known as " T!ie (iordon Purifier

Compa .y, Limited." Capital Stock $50,000, in 500 sh.ires of $100 each. State, in order,

what steps would be taken to secure incorporation.

Mar. 1.—The Company has secure<l Letters Patent and the subscriptions to date are

as follows: Benson 50 shares, Gordon 50 shares, Hodgins 100 shares, Gibson 120 sliares,

Jeffrey 75 shares, T. King 10 shares, and G. Kay 15 shares.

Mar. 2.—The first call of 50 per cent, has been paid by all subscribers in cash.

Mar. 5.—Benson transfers all of his stock to J. Fenton, receiving cash.

Mar. 8.—T. King buys 20 shares from W. Gibson.

April 1.—The second call of 50 per cent, has been paid by all in cash.

April 10.—G. Kay sells his stock to D. Wright for cash h a premium of 10 per cent.

May 8.—W. Jeffrey sells 25 shares of liis stock to J. Way.
Give Journal entries for the above transactions, and show the Stock Ledger and General

Ledger properly posted.

At the end of the first year the gain is shown to be $5,347. The directors declare a
dividend of 10% on the paid-up capital, and pass the balance to Reserve Account. The
dividend is paid in cash. Give the Journal entries and pxjsting.

if
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(2) T. K. Gibson controls a valuable patent. Being without the money necessary to
utilize the patent he interests four capitalists—J. Crown, R. Bond, C. Robb, and H. Watt.
They secure incorix)ration as " The Gibson Mfg. Co., Limit, d," with a capital of $200,000.
The Com|)aiiy pays Gibson for his Patent Right, $75,000 in Paid-up Stock. The other
four members subscribe for $20,000 worth of stock each on th.' understanding that they
are to get the stock fully paid up for 75 per r,nt. of its face value, which amount they pay
in cash. The b.ilancc of the stock tiiey place ujxjn the inark.t .md sell it at a premium of

50 per cent. Tlie premium is applied to wiping out the Organization Account.
Give the Journal entries for the Comp<uiy's books.

(3) T. R. Brown ;ind H. T. Miller have been conducting a Dry Goods business as equal
partners. They desire to convert it into a Joint Stock Company, and together with J. Rowe,
F. Jeffrey and T. Dunn, they secure incorpor.ition ;i3 the " Brown Trading Co., Limited,"
with a capital stock of $100,000. The agreement is that Brown and Miller are each to receive

$25,000 stock fully paid up, in return for the business turned over to the Company, while
the other three men subscribe for $10,000 stock each, which they pay for in cash. The
bidance of stock is held as Unsubscribed Stock.

The Assets and Liabilities of the partnership are as follows :

—

Cash in hand $175 00
Cash in Bank 5,280 (JO

Bills Rec 375 00
Personal Accts. Rec 5,600 (X)

Mdse. on hand 45,000 00
Real Estate 5,000 00
Furniture and Fixtures 750 00

$62,180 00

Bills Pay $10,000 00
Accounts Pay 2,180 00

J. Brown's Net Cap 25,000 00
H. Miller's Net Cap 25,000 00

$62,180 00

Give Journal entries for the opening of the Company's books, and show Stock Ledger.

(4) Letters Patent have been secured by A, B, C, D, E, and F, constituting them " The
Rossville Mining Co., Limited," with a capital stock of $90,000. The stock is subscribed
for in equal amounts by the six promoters. Fully paid-up certificates are issued on payment
of 90 per cent, in cash, the balance being paid for in service rendered in organizing.

The first year's business results in a loss of $35,000, wiiich has been carried to Impairment
of Capital Account.

It is decided to cancel half the stock held by each shareholder, and return the shares to
the Company, thus clearing off the impairment. The balance of $10,000 is devoted to the
reduction of the Organization Account, ;md to the creating of a Reserve Fund.

Tile returned slock is sold for cash at par, as a preference stock.

Give the Journal entries for the Company's books and show Stock Ledger.

(5) On November 3, 1898, Harry Brown made application for 50 shares in the Perth
Woollen Mills Company.

Nov. 10.—He was allotted 25 shares.

Nov. 15.—Paid first call of 50 per cent.

Dec. 10.—Bought jf Arch-- Tait, 10 shares (50% paid up).

Dec. 30.—Paid, second call 25 per cent.
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Jan. 31.—Sold 15 shares to Robert Watson.

Mar. 1 -Paid third call of 25 ptr cent.

Mar. 15.—Bought 20 shares from A. Tait, fully paid up.

Show Brown's account in firm's Stock Letlgtr properly written up.

(6) On January 1, 1897, J. Black subscribed for KK) shar. s of the Capital Stock m the

Georgian Bay Lumber Co., Limited. On January 5, he paid tlit,' first call of 25 pi r cent.

On January 20 he sold 10 shares to A. (iood. On Jun< 1 he paid the second call ui 25 iki

Cent. On July 10 he bought 30 shares of Ahx. Martin. On J.iiinary 1 he paid the third

call of 50 per cent. March 3, 1898, he transferred ail the stoi k to J. Watson at 108.

(a) Write up J. Black's account in the Stock Ledger of fhi- above Company.

(6) Give complete Journal entries in J. Black's bodks dealing with above triuisiictions.

(7) Show clearly how the entries in the books of a Joint Stock Company differ from

those of a Partnership, in the two cases of opening and closing txwks by giving in each of

the following cases both the opening ;ind closing Journal entries : (a) SupiK)sing A, B, C,

D, E, are equ:U partners in a firm with a capital of $50,000, and make in the first year a gain .

of $5,000. (b) Supposing A, B, C, D, E form a Joint Stock Company with a capital of

$50,000, to which they are equal subscribers, and make a gain oi $5,000 the first year.

(8) J. Jones subscribed for 10 shares of stock in a Company, at $100. and paid four

instalments of 10 per cent. each. Failing to pay the other six, his stock and inst;dments

are forfeited to the Company. The stock is afterwards sold to S. Smith for $900, he paying

cash $500, and his note bearing 8 per cent, interest for 90 days for the balance. Show

Journal entries.

(9) The books of a Joint Stock Company, which has been in existence for a number

of years, show a net loss at the end of a certain year's business. Explain with entries, at

least two possible ways of dealing with the case.

(10) In opening the books of a Joint Stock Compjuiy different views may be taken ::a to

the amount to be credited to the Capital .\ccou'nt. Show a Day Book entry such as would

occur at this time, and joarnalize it in at least two ways, explaining in each case what \ iew

is taken by the bookkeeper.

(11) You find an account in the Stock Company's Ledger headed ' Impairment of

Capital," the balance of the account is $5,800. (a) On what side of the Ledger must this

balance be brought down ? (b) Why is the account kept, and what is its relation to other

accounts ? (c) Under what business conditions would such ;in account be opened ? Give

one or more entries opening the account illustrating your -answer. {d) What business

conditions would warrant the closing of the account ? Give entry or entries to close it.

(12) In the Ledger of a Joint Stock Company you find an account entitled " Reserve

Account," with the single amount of $6,000 in it. On which side of the account is the

amount ? What will the account show in making up tlie next Balance Sheet ? Give a Day

Book entry as a possible explanation of how the figures came into account. Journalize

!!
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your entry. Is it possible for an entry to occur on the opposite side of the account ? If

so, give a possible circumstance with a Journ.il entry to ilhistrate your answer.

(13) Explain the term, " OrRimiziition Arcount." as it occurs in Joint Stock Bookkeeping.
Give a possible Day Book entry that would bung such im account into \ .ur I.i dgtr. Journa-
lize your entry. What iUhs the balance of su< li an account in the Ledger show ? How
IS the account dealt with in making a.i apjMjrtioninent of the net gain at tlie close of the
year's business ?

(14) Exphim the terms: Tnasury Stock, K. serve, Dividend and Organization Account,
giving expliuiation of a iK)ssible circumstance that would bring such un account into your
Ledger.

(15) (jive Day Book entries di.it w<iuld account for the following Journal entries taken
from the Journal of a Joint Stock Company :

—

(") Ciish .?20,000

To Capital Stock $15,(K)0

lo Organization Account 5,000

(b) Reserve Account J4(X)

To Dividend $400

(c) Loss and Gain Account .?8,000

To Dividend $4,000
To Organization Account

1 OOO
To Reseive Account

1 oOO

ilf

V I

tl!

(16) Give Journal entries for the following :

—

[a) Declaration of a Dividend.

[h] Payment of a Dividend,

(c) Depreciation on Machinery,

(rf) Provision for Doubtful Debts.

(e) Issue of Shares of Paid-up Stock to a promoter in payment of services in

connection with the formation of a Company.

(17) In what way are the profits of a Joint Stock Company usually divided ?

The hooks of the " Hart Manufacturing Co." show a net gain of $10,000 upon a capital
of $100,000. If a 6% Cash Dividend and a 2 % Stock Dividend be declared, and tlie remaining
profit carried to the Rest Account, what would be the necessary Journ.d entries ?

(18) According to the Ontario Companies Act, what records are to be found (a) in the
books kept open for inspection by shareholders and creditors, (i) in the XxkAs of account >

(19) Sometimes in distributing the net gain in the books of a Joint Stock Company a
part of it is left as a balance to the Loss and Gain Account. Tlie figures will, of course,
come up in next year's Trial Balance, and from there must be extended to either Rr ..mrro

Liability, Loss or " i. Which is it, and why ?
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(20) W. W. Shaw and V. Mcintosh arc iiartiiurii in tht; publishinf; bus ru<tA, sharing k>^*''^

and losses equally. A statement u( tliuir husuiess shows as follows :

Aistts.

McrcliaiKli!,f $1 .(KtO (N)

Bills Ke: L'ivabl.- 3,(H)() (X>

Accounts RecfivMbl. 1,2)H) (H)

Machinery K».(KM) (KJ

r.ish 2,UK) 00

$ 1 7.2(H) (K)

Liiibilitits.

Bill> I'.iv.il.h' IH.iXH) W)
A.KMiiit'' I'.iv.ihl.' J.IHH) 00

W. \V. >h.iw H,9(K) (X)

F. M( lnl..-h 2,:<(H> 00

SI7.2(M) (HI

They tonvvrl the busim^ss into a Joint Stock Ton
. .luy, with an aiitluinztd i.ipit.il nt

825,000, under the name of B.^acon Publishing Co., Li:- ..eil. The otlur subscribers .ire

J. M. Froser. $4.00() ; K. White. $4,000; \V. Miller, S;i,000. L.ich of iluse three m.n

pay cash in full for their subscriptions. It is agrei'd that tlie ina( hinery is to be taken ovei

at a vahiation of $}»,000 tlie Merchandise at $900, th.- Bills Receivable and tint Aooimts

Receivable at 10"(, discount. Shaw and Mcintosh l..ke fully paid up sliares m ntiirn foi

their respective inter.'sis in the business. Cash is paid to tluin in place of any Ir.utional

])ar» of a share, which, of course, it would be impossible to issue to them. M.ike "pi iiiiiK

entries in the Company's books, and show tlie closing entries for tiie olil books.

Section 34.

COMPARATIVE STATEMENTS.

ANOTHER VIEW OF TURNOVER.

The turnover for a period is, as the ttrin would indicate, the cost of the goods actually

turned over, or handled, during that period. To illustrate : Suppose that the purchases

for a period are $5,000, the s;tles are S6,0(M), .uul there is ;m inventory of goods on hand

$1,000. Even our first experuiicj with .i merchandise account .voald teach us that the

gain ma_- be found by adding the inventory to the s,des, and then subtracting, from the

sum, the cost. (6,000 + 1,000—5,(XK}— 2,000.) To produce this gain of $2,000, we have

to turn over or in other words, to buy and then sell S4,000 worth of goods, that is the

difference between the complete amount of goods bought, S5,000, and the inventory of

goods on hand, 81,000. This turnover figure is a viry natural one on which to base per-

centages. Thus, when we say we gain ""
..s)00. it is $2 000 gained on $4,000 worth of goods

handled, or 50%. It is very desirable, therefore, in making out our trading statement,

to have this turnover figure shown. This can be done, by placing our inventory at the end of

the period, on the debit side of the account, and by subtracting it from the total cost instead

of as heretofore placing it on the credit side and adding to the sales.

Sometimes the amount of ttu' net sal s is taken as the turnover, as in Section 21. m

vj
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With this turnover figure in hand, we can easily calculate a number of interesting p«r-

CJ-iitiiK' s. What |>r cent, the grow profit is of thf busim-ss done. What p«!r c»'nt.

the n.t profit is. and so "n. We can also estimate the proportion that such exp«uditurc

as w.iRt s, Siilariiy, advertising, etc., bear to the business done. Such comparative estimates

representing the boiled down (>S8ence as it were, of the statement, are of peculiar interest

to the m.maRer. It is a difficult matter to keep in mind the fipires in dollars and cents

of net profit and gross profit for instiuice, but convenient perccntiiges iire much more rcaddy

retained. The following examples will illustrate how the tradmg account may be made to

show thi-s turnos, 1 ti«uie. The student will cari fully work out the same, t opymg the differ, iif

statmuiits III! fooi-eap as a piepaiation for working the exerei>e> that foltuw

From the following Trial Balance, make out a Columnar Balance Sheet, also a TradniK

Account, a Profit and Loss Account, and a Statenunt of Resources and Liabilities.

In making up a Trading Account, place the Inventory of goods on hand at the end "f

the month on the Debit sule, in order to get at the statement of the Turnover. On this

turnover, figure the percentages of Gross Profit. Net Profit, Wages and Salaries. Allow

2J% Depreciation on Buildings, 7J% on Plant and Machinery, and 10% on Patents. Add

to the Reserve for Bad Debts already in existence, a figure of 5"'„ of the amount of the

B lis Rv;ceiv.d)le and the Accounts Receivable to cover possible losses during the month

of January.

!l

' i

i

.1

j'l

:r

TRIAL BALANCE. Jan. 31st.

Casli «7,500

Casii at Bank I'^.OOO

Accounts Receivable 6,000

Bills Receivable 40.000

Invuiitories. Jan. 1st 33,(XX)

Factory Buildinf,'s 50,000

Plant ;uid Machinery 65,(XX)

Patent Rights 4,500

Accoimts Payable

Bills Payable

Preference Stock

Common Stock

Reserve Account

Reserve for Bad Debts

General Expense 2,500

Advertising ' -5*^^

Commission 900

Taxes ;uid Insurance 2,500

Salaries 4,000

Bad Debts LOOO

Bank Charges 500

Undivided Profits 6,000

Purchases 115,000

Wages 40.000

$2,000

15,000

100,000

60,000

10,000

2,500

i"l
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Factory Expcnv f^.OllO

In Freiglit ond Duty 3,«IH)

Sales

1391,500

Inventorits, Jan. 3l«t $36,000

$196,000

$391,500

COLUMNAR BALANCE SHEET.

Namcv 1 Dehits t mlits KlMlllO IS I.i.iIm!i

U.

Hrefiremc Stock 100,000

Common Stuck Ho,ooo

Arcoutils I'.iy. Jiioo 2,11(111

Hills Pav. l.S.IMMI IS.IMItl

Reserve Acct. 111,0011 lOtllHI

KfSiTvu (or Bail t 'J.lilHI -',301)

Debts 1 1 'J,.SI1() 'J..SO(l

Cish 7..vm 7 .Si HI

ILink i'.:,(i(i(i i:;,ooo

Accts. Koc. ti.llllll (i flOO

Bills Rrc. 4<> iillO 40. tit III

Stock oil li.iiiil J.iii 1 ;i:<,iiiiii ;iivOoo

F.ictnrv Hl.lK-i. So ,1 M M

1

1 'JSII 4,'<.7So

I'l.int and M.icli. (rl.lMHI 4,.S7^ liO 1 J S

I'.ltcllt l<l),'Ut3 4, soil 4.SO 4.0SO

ilineral l^xprnscs •J , S( l( 1

Advertising l,.'ll(l

Ci)mmiisi()ii '.',siio

Taxes anil Ins. VKIII

Salaries l.tMK)

Loss .mil Gain _',:tiio

li.il Debts 1 oil'

Undivided I'rolits ^^ OI'O H,oo;

Purchases 1 IS. 0(10

Wages .|0 1100

Factory Exp. •J. 000

In Freight and Diit\ :i,i;oo

Sales )l>(vl'OII

Depri'Ciation ti.STS

Bank Charges Soo

•loo.HTS 4oo,.l7S Jl 1 l-S ;)7,hO(

:(:t.ooo

.'.soil

I , Soil

•J, Soil

Ml il I

4 III o

'.',;too

I .Olio

I IS. 000
40.000
.'.not I

H.liOII

(i S7S
soo

JIS,:t7S

Ciains

:W,oiiii

UMi.OOO

IM'JIIOO

STATEMENT.

Total Resources S214.42vS Totul (l.tiiis

Total Liabilities '<7,8(K» Total Losses

Present Worth S17b,625 Net Gains

Net Investmi-nt $160,000

Net Gains 16,625

Present Worth §176,625

8232,000

215,375

$16,625
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ROYALTIES.

When tlic iiKlit III piivil.f,'.' is Mrund to iiuiiiulii. tuiv or m11 an ;iiti< Ir utui.T a ropyright
or a patent upon paynu'iit of a pi rcentagc or royalty, an ai. ount called " Koyaiti.s " should be
k, pt for till- purpose of ,l„,\vin{,' the cost of Royalties. In a inanufacturinf,' lonceni where
KoViilties are paid accordni|- , the right to use an invention is utili/.ed, the (c.t or amount
i
aid as Royalty heinR a fact., ni the ( (.>t of production is part of the cost of manufacture

and so is a . liargi against -Mamifactunng. The same is true of cost of puhlicatioii in case of
a book, while if the R .yalty is based on number of copies actually sold, it is a charge against
Trading an ouiit.

CAPITAL EXPENDITURE REVENUE EXPENDITURE.

A machine breaks down and it costs $50 to put it in running siiape. Is this $50 to be
charged to Machinery Account or to a Machinery Repairs Account ? This is a simple illustra-
tion of the problem of Capital versus Revenue Expenditure. If we charge it to Machinery
Account it means increasing the value of our assets. If we charge it to Repairs to Machinery
it means increasing our losses. Dickscj in his wrrk oi-.

" Aiuhting " gives the following
gviide in the matter :

" Shortly stated, the question can in any event be answered by finding the answer to
the following question

:

" Has the particular expenditure incurred in any individual case
been incurred for the sake of improving the earning capacity of the undertaking?" If

the answer to tins question is in the affirmative, then the expenditure in question is capital
expenditure, unless it has only had the effect of putting the earning capacity of the under-
taking ui)on the s;ime footing as that which had previously obtained, and vvhich has since
declined by the ordinary process of wear and tear, or the effluxion of time, in respect of which
no provision has been charged against revenue. The precise meaning of this latter qualifi-
cation is that the mere renewal of wasting assets, not otherwise provided for, cannot be called
capital expenditure, but that any extensions or the acquiring of fresh assets is in the
nature of capital expenditure."

EXERCISES

1. Prepare a Revenue Account and a Statement of Resources and Liabilities from the
following data concerning the books of A. Brown and C. Dunn as closed Dec, 31. '95. Show
comparative percentages of Gross Profit, Net Profit, Wages and Salaries. A. Brown, $4,725,
$22,500; C. Dunn, $2,850, $14,650; Bills Payable, $2,789; Bills Receivable, $496;'

Stock, 31st Doc, '94, $17,810 ; Machinery Account, $16,924 ; Real Estate and Buildings!
$4,926

;
Purchases, $33,897 ; Book Debts, $6,600 ; Wages, $20,929 ; Sundry Creditors!

$1,297; Sales, $78,943; Office Furniture and Fittings, $1,140; Rent, $1,500; Cash in

Hand and in Bank, $426; Power, Light, Heat, etc., $1,364; Commissions paid, $1,141 ;

Travelling Expenses, $629 ; Discount off Purchases, $496 ; Discounts to Customers, $782
;

Freight Outwards, $429
; Rebates allowed to Customers, $376 ; Fire Insurance,' $484 ;

Interest and Bank Charges, j296 ; He rse Keep, $350 ; Sundry Expenses, $1 ,281 ; Royalties
paid, $462 ; Advertising, $391 ; Bad Debts written off, $467 ; Stock on hand 31st December,
1895, $18,126. Provide 5% on Book Debts to cover Bad Debts and Discount. Write 6%
Depreciation off Machinery and Office Fittings. Carry forward Fire Insurance unexpired.
$175. Provide for three days' wages, $125.
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2. Prepare a Trading Account, Profit uiul l-oss Account, and Statement of Assets and
Liabilities from the following information obtained from the hooks of the Shaw Manulaetunng
Co., Limited, on December 31st, 1898. Show comparative pticeiitages of dross Profit,

Net Profit. Wages and Salaries. Paid->.p Capital S13(.).(X)0 ; Sundry Creditors. S;<5,(>0<)

;

Bank Over-draft, S4,500 ; Sales, S2(X.).(I00; Kes.rvt riind tor l)is((iuiits au.l lUd Debts.

$L000 ;
paid for Royalites, $1,000; paid tor Liteiest, $S,ri(K»

; Directoi>' fe(s, $500;
Expenses, S2,250 ;

'jalaries, $7,000; Taxes. S1,:<00; Ailvertismg. SI.250; Coal and
Water used m Manufacturing, 82,250; Repairs to Plant, $4,000; Freif;ht. S4,000 ; l-:x;;nses

connected with putting up Machinery sold. $8,0<K> ; Wages, S59.00(» ; Purchases, $70,000;
Cash on hand, $500; Sundry Debtors, $73,850 Patents cost $5,000; I ose tools were
valued on December 31st, 1897, a* 812,500; Office Purniture, at $2,000; Stock on hand,
at $45,000

;
Patterns cost 81fi,500

; Machiiierv and Plant cost 844.(K)0 ; and Premises
$25,000.

Write off Depreciation from Land juid Buildings, 3%; Machinery and Plant, 10%;
Patterns, 10",, ; Patents, 10% ; Office Furniture 5';„ ; and m.ike a provision of 6% on
Sundry Debtors for Discounts and Bail Debts On Decern b.r 31st, 1898, the stock on
hand was valued at $47,500 and the loose tools at $11,500. It is proposed to declare a

dividend of 5%, and to carry the balance of profits to a Surplus Profit Account.

3. The following question is from an Intermediate paper of Chartered Accountants'
Examination :

TRIAL BALANCE, i" OF APRIL, 1903, GREEN & BROWN.
Stores—Debits, purchase" for Factoi i $40,000

Credits, deliveries to Factory $25,000
Wages, charged for season up to March 27tli :«i,000

Real Estate, Land aud Buildings 10,000

Machinery and Plant 8,tKX)

Manufacturing—Sales Account 60,000

Cost Account. The only debit at this stage being

Material 25,000

Accounts Receivable 5,000

Accounts Payable 9,000
General Expense Account 2,000

Office Furniture 200

Insurance charged on Plant, $485 ; on Stock. $1.015 1,500

Interest paid, $800 ; received, $1 ,000 200
Commission Account 500

Cash
1 ,000

James Brown, Capital Account 10,000

John Green, do. 8,100

James Brown, Drawings Account 300

John Green, do. 2,000

Bills Payable 18,200

Bills Receivable 5,000

$130,500 $130,500

The above is the Trial Balance of a manufacturing firm.

(1) Business is in its first year ; stock of stores on hand at end of period is $15,500,



M-lli yi E.'^^Mi.^f^^

ifi^i

:;ii

I i

I
"

i

j,
v^

224

(2) Goods part y manufactured are valued at this date—labor and mat. rial only, $4,000.
(Labor, $1,500; material, $2,5(X).)

(3) At this date no invoices liavr been received for the following gools, which have
been taken into stock : Steel and Iron Co.—boiler plate, $600 ; Jones Emery Wheel Co.—
emery wheels, $300. The inventory above includes the $600, but not the $300 item.

(4) Provide 5% on book debts for Bad Debts and Discount.

(5) Write 10% off Machinery and 5% off Office Furniture for Depreciation

(6) Three days' wages, from March 27th to April 1st, amounts to $240.

(7) Lneanud insurance on Plant amount> to $8<t ; on Stock $170.

(8) No interest to be allowed on Capital Accounts.

(9) Profits and Losses divided equidly.

(10) Partners' allowances are: Brown. $2,000; Green, $1,800, annually.

(:i)—from above pnpare Trading Account.

(6)— " " Profit and Loss Account.

(c)— " " Balance Sheet.

{d}— " show Compiirative Percentages.

THE MANUFACTURING ACCOUNT.
In a manufacturing business the Revenue Account is very often divided into three sections :

(1) The Manufacturing Account.

(2) The Trading Account.

(3) The Profit and Loss Account.

The Manufacturing Account may be kept in two ways

:

(1) For the purpose of showing the actual cost of the goods manufactured, or

(2) For the purpose of showing the profit on manufacturing as distingtushed from
the profit on trading.

By the first method the Manufacturing Account includes on its debit side all items
entering into the cost of the goods manufactured and on its credit side the manufacturing
inventory, which consists of raw material and goods in process of manufacture. The
difterence between the two sides constitutes the Manufacturing Cost of the output and is

carried to the debit side of the Trading Account, as shown below in the illustration compiled
from the transactions here given

:

SUMMARY OF rR.\.SS\CT10NS.

Inventories, Jan. 1st :

Raw Material $2,300

Unfinished Goods 400
Finished Goods 4,500

Purchases

:

$7,200
Raw Material $6,000

Finished Goods 3,000

$9,000
Sales 18,000

Freight and Duty :

On Raw Material $| ,800

On Finished Goods 900

2,700
Wages 4_oOO
Factory Expenses 400

"U'
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Inventories, Dec. 31st

:

Raw Material ''-i^OO

Unfinished Goods ^*
Finished Goods 3,600

DR. MANUFACTURING ACCOUNT.

Inventory Jan. 1st :

Raw Material $2,;itK)

Unrinished Goods 400

FiucluiM- of Raw
Material tS,(HM)

Freight and Duty. .,. 1,800

Wages
Factory Expense.

$2,7(M>

7,800

4,000

400

Inventor^' Dfi'. 31-.t :

R.iw Material $2,500

Unfinished Goo<l-.... 80(t

Co-t of Guods Manafarlured

transferred tn Tr.idni); Ac-

count

DR.

S14,9(M)
,1

TRADING i»CCOUNT

88,900

CR.

$3,;<oo

11,600

$14,900

CR.

Inventory of Finished Good-,

Jan. r
Manufacturing Account, Co-t of

Goods manufactured during *he

year

Purchases of Finished

Goods $3,000

Freight and Duty 900

Deduct Inventory of Finished

Goods Dec. 31st

Sales for ve.ir. $18,000

Gross Profit transferred to Profit

and Loss Account

$4,500

11,6(K)

3,900

20,000

5.600

14,400

3,600

$18,000 $18,000

If the manufacturer desired to separate the Manufacturing Profit from his Trading

Profit, he would charge the Trading Account the same price for goods manufactured by

himself as would have been charged if these goods had been bought elsewhere. Assuming,

for the purpose of illustration, that the goods shown in the foregoing Manufacturing Account

had been transferred to the Tradmg Account at a trade price of $13,340, instead of at

actual cost, $11,600, there would have been a Manufacturmg profit of $1,740, but the Trading

profit would have been reduced by exactly the same amount and would have shown a Trading

profit of $1,860 uisiead of $3,600. Both of these piufitb being allerv.-.ijds transferred to the

Profit and Loss Account would bring about the same final resuU as if the Manufacturing

s

,"
i

4
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profit had not bttn considtred separately at all. In crdir that the distinction belwcn
these two methods may bo readily understood, the Manufacturing and Trading Accounts
for the same transat tioiis are here shown in the form we have just described :

DR. MANUFACTURING ACCOUNT, CR.

Inventory Jan. l^t :

Raw .M.itenal $2,»K»
Unfinished Goods 4(l<)

Purchase of Kaw Material 6,(K)<)

Freight and Dutv 1,8(K»

Output charges to Trading
Account $I3 34(t

Wages
Factory Expenses

Deduct Inventory, Dec. 31st :

Raw MateriiU 2,500
Unfinished Goods 800

$2,7(K)

7,80tt

4,(KXt

400

14,9(KI

3,3(X)

Manufacturing Cost
Manufacturing Profit carried to

Profit and Loss Account

I1,6(K)

1,740

DR.

$13,340

TRADING ACCOUNT.

Inventory Finislied Goods Ian
Is; .

."

Output from factory for year
Purchases of Finished
Goods $3 000'

Freight and Duty 900

Deduct Inventory Manufacturedi
Goods on hand, Dec. 3ist

Trading Gross Profit carried to
Profit and Loss Account

$4,5(MI

13,340

3,900

21,740

5,600 >

16,140 \

1,860
I

SI 8,000 !

Sales for year.

$13,340

CR.

118,000

$18,000

STATEMENT OF AFFAIRS OF AN INSOLVENT.
A Statement of Affairs is a document somewhat similar to a Balance Sheet, and is pre-

pared for the information of the creditors of an Insolvent Estate. It contains on one side
all the Liabilities distinguishing between those which are unsecured, partially secured or
fully secured

; the Preferred claims are also clearly set forth on the same side of the State-
ment. On the ollui side the Assets of the concern arc shown at their book value and also
at the value which they are expected to realize ; any Assets which have been given over
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as securities to tri-ditors avv sIkiwii tl'stiint U«m tlmsi' ulncli .uc available for distribution

amonK till- unsecured irtditors. Tlu liilftrciice bttwtcii the two siilis of tin- Statetnont

shows fitlur the nominal Nit Surplus ur N< t DtfuiuKV .md is ti.iiisfirrid to a sj)t'cial

aitoiiiit known as tlif Dtlic iiiu \' Atcoiint. t (iiitinj,'rnt I.iahiiitus should also hv shown

in the Stati'inent ot Affairs an<l tin <X(H(I<i1 Loss tlnTcon induati-d The DcfinciK y
Account shows on one sidr the Net Dftu uiuy as tianstirrrd from tin- Stati-mmt of Affairs,

together witii the Capital Accounts of the partners and Protiis m.ide on the business since

its commencement or since a date m which the books show it to h.ive been m a sound con-

dition : on the other side are shown the loss incurred in re 'hziiif; upon the Assets, the

Drawings by |)artners and losses not otherwise provided for in tiie Statement.

Adam Smith and Tlu)mas (iray have been in business as contractors for tht: last six

years. Each invested $63,000 cash and was t(< receive on< -half of the gain or bear half

of the losses, which were as follows for the entire period :

Year <899, Gain $15,000

1900.

1900,

1902,

1903, Loss

19'J4, ••

18,000

21,852

1,500

1,5(K)

3,(H)0

Each withdrew from the business for private use S6,000 per year. On December 31,

19(t4, an assignment was made and the assignee obtained the following information in

addition to that already given, from which he proceeded to make a Statement of Affairs

and a Deficiency Accotint to be placeil before the creditors :

Unsecured Creditors on open account $27,000

Fully secured Creditors 6,900

Securities held by above consist ot I'ateiits, valued at 9,000

Partly secured Creditors 105,000

Securities held bv above consist of Railway Shares, valued at 60,000

Wages due
".

2,000

Rent due 40O

Bills Payable 60,000

Book Debts (Good) 3,000

do. (Doubtful) $600. estimated worth 225

do. (Bad) of no value 900

Stock-m-Trade at Toronto, Port Arthur, and Winnipeg 1 12,500

Above is estimated worth 66,600

Plant and Machinery cost 120,000

Above estimated to produce 60,000

Office Furniture, S900, estimated worth 600

Bills Receivable under Discount • • 10,000

Estimated Liability of Estate on above 4,000

Cash in Rank. .
.

" 252

From the facts given above prepare

:

(a) A Statement of Affaiis.

(6) A Deficiency Account.

/I
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Section 35.

FOKflVlS OK CASH BOOKS.

An \M- luiv. iH>iiiti.i init III a..ilii.(^ with thf I'uuli.isi Hcmk .mil tli.- Sil.s Hook, any

Hook of An omit inriiiits ol a variety nt loiiii>. raitmilarly in tins so wiili rcsiujct to the

Cash Hook. Hire wc IiikI, Iuamavi, tliat ti.. t^roiiiul jilaii. as it vmic. kmains the same,

the difftrincis in lorni aiii,uiK iliuHy tuan tin- simial (oliinnis that may U kept on either

side of the book. Of oinsr. tli<- natui. ot th. busintss "ill miirialiy .lutatr tlir nature

of these special rohinui!- but \M' jjtiuiaily luui that it is very desiiahl. to have tlie liook

ruled in surli shape that a stattHient ol the lUalings with the Hank ami of the discounts

allowed to others or allowed to ourselves In otlieis is readil> oht.iinahle. We have already

presented to the student a very smipU form ol tins book. showinK the H.mk Account kept

in special columns. We intend to follow this with a distnission ot more complicated forms

The student shouKl rule paper and copy th. illustrations, endeavoring; hy the aid of the

explanations given, to thoroughly understanil the different ornis. .iftir which hi; will work

the exercises appended.

Memoranda ol Trun!,aclwns.

Sept. 1. Student commences business, investing cash, $4,000, $1,000 of which is kept in

hand and J3,000 deixjsited in Merchants Bank.

3. J. M. Fraser paid his account of $1,000, and is allowed a 5% discount.

3. Deposited in Merchants Bank, $950.

4. A. G. MacKay prepaid his account of $400 and was allowed a discount of $20.

6. Merchandise sales, as per "Sales Book, $500.

7. Paid E. Warner in full, by cheque, $190, amount of account. $200; discount

allowed, $10

9. Redeemed our note in favor of D. Garbutl by giving cheque, $150,

14. Paid rent by cheque, $100.

20. Paid workmen's wages in cash. $200.

• 25. Received cash from L. Claffey, in fuU for his note of $500 discount aUowed, $10.

M
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EXHLANAIION, KOHM nM'.

Tlif ( i»h BcMik .ll;isir.ii.-.l in.iki^ -.ntvi^i. ii lot ihi.'.' •,(.,. j.il , .lun;,, ,,ii ,..ti li m.I.- -

Cash, Iii^ouut, .liid H.iuk A lunrtli . oIumu— T. Ml- -i^ pn.vi.l.-.l t..i •
i. ;, mti..- ,»*

*: • not .iicoiniiimUt.',! h\ tlir otli.T tlii.r. As to tnatt. r ot pl.i. nii,' lieut. - n thr 'hlt.r-iit
col, 'HI'S, wi- II .IV s.iv tli.it if thr .stihlriii .III iii.ik. Ml Ji.'iiii.il .iiii\ I.. I .1 ti.in-.i, ii.,i, i„-

cm I1.1VV no (hlhiiihy m [il.un.i,' tli.- tiL-ui, , m ihi, <'a>li H.-.k l..-. iii,t.ii:<, t; \,„u ,il

• iiti) foi ir.iii .11 tior .No, I i< as f..]] a,

"l"- ' '
•'>!' SI.IXH)

l*-"'!"-
:J,(J(K1

To Stiidrnt
.

ThiTe is a cohiinn h«'.idoil " Cisii Hi .iml w,- [ilan- th<' $I,()(X) m tins column,
li a cohnnn hcavl.-d " Hank Dr." .in.l w,- pl.i, ,• ij,,- $3.(M)(> lu tin, .olnmn. TIkt
^pt'cia) '•oluinn for " Stiul-Tit ' .•iitii, s so w.> .xii. < t to liiid thr $4 IKK) m th.'

"
Tot.tl " n.himn

As '.V, kiiow tha* tlie stiidrnt is to h,- i r.MJit.-d sw also kno \ ili.it tin-, l.ist .mrv h.|| in?

found on the Dr. sidi; oi tin- ''.ish Bo.ik.

.Ae.iin. the Journal mtrv for tr.uisicir -i No 2 Is .is tollov.,

Sept. 3.—ra.sh
J95,)

Discount 5/)

To J .M Fr.is.i i\in)0

.\s before, wi; k:i(nv that tli<: 89.S<) .iiiiomu lind, .. pLuv 'u tli.; "Cash Or' (olumn.
Tlif S50 Item tiads ;> pla. . in tiic " Discooat Dr." 1 oluiiiii. Ilir SI.'XX) item is ( r.ditcd
to J. M Fraser in tl.e " Totu:^ " column on tlir Dr. sid.- of tuc C.isli Hook.

In this wav we may plac; the tiourcs for .ui entry, provided we are ahl. to say tint
we car. make tt e Journ.il entry for the trans.irtion in the simplest loiin li; it \\,- le.irn.d

to make a Journal entry.

EXPL.WATION, FORM 'WO.

Form No. 1 is theoretically the he»lei forii:. It throws .u. credit .iicoi'iits to the Dr.
side of the Ca.ili Buok and all debit account.^ to the Cr. side ot the Cash book. This is in

accord v ith the elementary principles governing tiie use of t|ie Cash Hook. Practically,

we find thai Form No. 2 i^ the bet*, r form. \ f;lan'e at the number of lines needed would
alone show us that the work can b- done with fewer jntru 4. As to ilie matter .)f pbcing
the figures, tlie siinie rule will always guide us. Journalize tlie entry in sir.ipi- form and
place the figures in the Cash Book as this lournal entry directs

EXERCISES.

1.—Rule a form of Cash Book with SPECIAL columns, ;is in Forms 1 and 2, and illustrate

it by making entries for the foUov ing :

June 1. Student began business with c.iiih on hand, 5175; and on de{M)sit in Merchants'
Bank, $2,600.

12. Received in payment of E. \\,' er's act.oiuit of $700, less 5% discount, Check.
Received of H. Martin, c;. .u ip full of his noti- of $400 due tn-d;iy.

Deposited $600

13. Gave cheque to A. H. Sli.iu in hill of his .ucouiit r! $650, less 3";, discount. Paid
my note favor H. Cook, du.- to-day, per cheque, $150. Withdrew from H.ank.

$900, wiiicli ua.s paid mil .15 loli<jws . Wages. S800 , »60, Bookkeeper's
salary ; Rent, $40.
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June 23. Discounted C. A. Bell's note of $158 discount $5 ; proceeds left in Bank.
Received of H. Jones, cheque in full of his account, J220, less 5% discount
Deposited all cash on hand.

30. Gave cheque to C. J. Stubbs in full of my note of $250, lus favor, and $8 interest
due on same. Received of R. Gill, cash in full of his note, $180, and $5
interest due on same.

Balance the Cash Book at the end of a month, and show the balances properly brought
orward for the following month. Post the above entries to Ledger and make a Trial Balance
(Do not close Ledger.)

2.-Rule Cash Book with special columns, as m Form 2, and enter the following
transactions

:

^

Jan. 1. Began business with cash investment of $20,000 ; ,S19,000 in Hank of Commerce
and $1,000 on hand.

5. Paid for bill . goods from John McDonald & Co., Toronto, by giving 30-day
note for $200.

10. Accepted Rice Lewis & Son's draft at 60 days' sight, ,lated Jan. 8th, for $300
in payment of bill of goods.

11. Discounted for J. Cooper, W. Dunn's note dated Jan. 4th. at 60 days ; rate 6% ;

face, $475, issued cheque for proceeds.

15. Received of B. Johnson his note at 10 days for $50 in i)ayment of account.
16. Deposited Johnson's note in Bank on Discount of 5%. Deposited Cash, $500.
20. Redeemed note No. 1, discount allowed, 4% ; issued cheque for the amount.
25. Loaned J. R. Hill, cash on his note at one month for $100, charging interest in

advance, 7%.

28. Johnson is unable to meet his note due to-day ; we retire it bv cheque, and receive
from him cash $30 and a 20-day note with interest at 10% for balance.

29. Deposited all cash on hand, except $130.

1. Accepted John Kay & Son's 15-day draft of $500 in payment of bill of goods.
15. Borrowed cash from J. Roberts on our own note of $400 at 30 days Discount

charged, 8%.

19. Paid our .-.cceptance, due to-day, in Cash.

20. Johnson's note proves to be worthless. MaVe entry to adju' e same.
25. Received of H. Walker his note at 90 days, with interest at 6% $300 in full

o! account.

28. Received from J. R. Hill in payment of his note to-day, cash $50 and balance
on 30-day note with interest at 10%.

8. Received cash in full for note due to-day.

9. Deposited all cash on hand except $200.

14. Being unable to meet our paper in full to-day, we retire the same bv paying cash
S175 and the balance by 2 months' note taken at 6% discount.

15. Gave W. Elliott our note at 60 days for $100 with interest at 4% in full of account.
20. Paid our note due to-day by cheque.

Feb.

Mar
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Mar. 31. H. Walker agrees to pay his note if we allow him 8";, discoimt. Accei>twl offer

and received cash. Deposited $300.

April 2. Received cash for note due to-day.

" 5. Accepted \V. Elliott's offer to allow us a discount of SS and acrnied interest on
our note if we pay to-day. Issued cheque.

Close and rule the Cash Book and show Posting, witli frial B;dance.

PETTY CASH

It is a general rult; in a business of any size that all paynuiits shall hv niadt- by clitquc.

In many of our Joint Stock Companies this rule is most imperative. Still it is not always
possible nor even advisable to do this. If the Fxpnss man drops m with a j)arct 1 on which
there is twmty-five cents to pay he docs not expect a cheque for the amount. And so it

is with a number of small payments A fund of ready cash must be kept to meet them.
For this purpose one person in the office is usually entrusted with ;ui amount of nion<y

known as the Petty Cash. It is his duty to look after these small items and at tlie end of

each month to be able to present a statement as to his expenditures.

While different methods are employed in the keeping of this Petty Cash, \\r believe

the following description of the Imprest System as it is called, will put the student in a

position to understand any of the usual plans that are followed. The word " Imprest
"

refers to a sum advanced, or to a prepayment of money to meet certain expenditures.

By this system the petty cashier is given a sum, at the first of th j month, considered suffi-

cient to cover all petty payments for that month. This would be charged to Pettj- Cash
Account by an entry in the general Cash Book. At liie end of the month the petty cashier

has a statement of his payments, showing the exact amounts paid out and the accounts

such as postage, express, stationery, etc., which are chargeable with this expenditure. Tiiis

statement is laid before the manager or chief cashier for certification. If found to be correct,

a cheque is made out to the petty cashier for the exact amount of his expenditure. This

will start him off on the second month with the same amount of cash in hand as he iiad at

the beginning of the first month. To account for this cheque as issued, the different accounts

to be charged with- the Petty Cash payments are debited through the general Cash Book.

To illustrate : Suppose -" petty cashier gets at the beginning of the month a clieqiu' for

$25.00. The Petty Cash Account is debited ;md the Bank credited through the general

Cash Book for this $25.00. At the end of the month the petty cashier brings in a statement

showing $15.00 spent as follows: Postage, $5.00: stationery, $5.00; general expenses,

$5.00. If his statement is found to be correct a cheqi.." for .$15.00 is given to him. This

puts him in possession of $25.00 with which to start the second montii. the 810.00 that

he had and the $15.00 to make up for what he had to spend. To account for this $15.00

cheque just issued, the Bank is credited, and postage, stationery, and general expense are

debited all through the general Cash Book. By this means it will not be necessary to touch

the Petty Cash Account after it is once opened. The petty ciishier must alway be able

to produce the amount originally .set aside for petty cash or to account for it by iiis list of

expenditures up to date.

We submit herewith a form of Petty Cash Book which the student will copy on foolscap,

endeavoring at the same time to fix the form in mind and to grasp the phin of keeping the

book.
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INCOME AND EXPENDITURE versus RECEIPTS AND PAYMENTS.
An Income a»d Expenditure Account is the same thing as a Loss and Gain Account

An Account of Receipts and Payments is a summarized statement taken from a Cash Book
and shows only casli transactions.

ll
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Section 36.

SELF-BALANCING LEDGERS.

In all busintssfS of any size we generally find mortf than one Ledger in use. Thus we
may find a Sah's Ledger, in which will be found the account ol the ln•r^(>ns to whom the

firm sells goods, a Purchase Ledger, in which will be found the accounts of tiic pi-rsons from

whom the firm buys goods, and u General Leilger, ui which will be found the rot of tlie

accounts of the business. The fact that we are thus able to get the accounts of a certain

kind together would give one reason fo'- having a number of Ledgers. We find another

reason in the fact that a number of le^o^ -keepers ma\' be needed to do the work, and it

would be impossible for all of them to work on one Ledger at once.

Sometimes a Sales and Purchase Ledger are again divided. For exampl'^, we may have

a city Sales Ledger and a coiuitry Sales Ledger, or we may have Sales Ledger .\ to L, an<l

Sales Ledger M to Z, etc.

The General Ledger may also be divided. Dicksee speaks of two divisions : the Nomiti.d

Ledger (comprising Nominal Accounts except the Trading and Profit and Loss Accounts),

and the Private Ledger (comprising Capital Account, Real Accounts, Trading and Profit

and Loss Accounts). He adds :
" The exact subdivision is, of course, a matter of convenience

rather than principle.'

Now, the mere fact that we thus divide tlu work among a number of Ledgers instead

of keeping it all in one Ledger will not alter the results in the Trial Balance or m the statements.

A correct Trial Balance, for instance, must be produced whether we keep one Ledger or

three. If, however, a mistake should arise, it is very desirable to know which ^ edger is

incorrect. For this reason it is advisable to have each Ledger so arranged that each Ledger-

keeper can take off a Trial Balance of his ow ! Ledger iiidependent of the work of the others.

In other words, it is advisable to have a Ledger self-balancing. This, you will find, is civsily

provided for, with but little extra work, hy having adjustment or controlling accotmts in

each Ledger.

To illustrate : We pass a series of simple transactions through .i Sales Book, Purchase

Book and Cash Book, and show the posting of these entries to the Sales Ledger, Purchase

Ledger, and Gene al Ledger. As our main object is to show how these different Ledgers

may be made self-balancing, and not to illustrate any peculiar forins of books, we shall

merely attempt a skeleton detail in the Cash Book, Sales Book, and Purchase Book.

Tran%act%ons.

June 1. Commenced business with a cash investment of 810,000 00

1. Paid om niunth's rent in cash KK) 00

2. Bought of King & Co., on account, Mdse 716 00

2. Sold B. Small, on account, Mdse 121 75

3. Sold E. Long, on account, Mdse 94 75

4. i '.ought of H. Dewar, on account, Mdse 468 75

6. Paid King & Co., on account 500 0()

8. Received cash on account from B. Small 50 00

10. Paid sundry expenses in cash 25 (M)

15. Received cash on account from E. Long 50 00

20. Paid H. Dewar on account 300 00

u
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The entries as pl.ice.i ia tlie .lirteient books will appear as follows

62

Date

CASH BOOK—RECEIPTS.

Men.or.iiula Credu A.ct-. Fo. Sales I,ed. Gen. Led

1912

June
:

1 Investment
8 On Account
15

Piiipnetoi

B. Small
E. Long

1

3 $5()

3 5»)

S1U,(MX) (MJ

1(N) lO.tMH) 00
lUO 00

Kl.iOO (»o

Ifii

CASH BOOK PAYMENTS.
63

Date Memuiaiida

1912

June 1 One .Montjis Kent Kent
(3 On Account King & Co.
10 Sundry item- K.xpeiise
20

,
On Account H. Dewar

Balance

Debit Accts. Fo. Pur. Led. Gen. Led.

1

1 $50(J
SHK) 00

1

2
I j

! 3(M>'

25 00

—
ii

800; 125 00
ll

''

8(H) 00

'I

'

9,175 0(J

SIOIOO 00

i !

72 PURCHASE BOOK.

Date .Memoranda Credit Accts
i I'.L.

1

F(J.

1

1912
1

1

1

June 2

4
j

On Account
j
King d Co.

j

H. Dewar

1

i
2
•>

Sundi ies

$716 ! 00
4(S8 75

Totals

$1184 75
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SAI.liS liOOK.

Date Mfiiiiir.Liul;!

191'-'

June 2 ,
On Akouiii

l).'l)it .\<<i-.. S.I.. Min.liiL-,

H. SuKiU 3
3

SI21 75
9-4 75

Total.

S2I« 50

STEPS [N POSTING.

1. Post tile Purchase B(Mik II'y opiniiiK •111 a<
.
..tint for Kin« Ci Co. in tii.- Purchase Ledger

and ere.- th.in uitli $718.00. 0|Hn .mother .u.,,uiit fm H. D. wa. , and credit him with
8468.75. To put the Ledg.r in b.ilan.v. carry thr t..tal of the Purchase Rook, §1,184.75,
to the debit of General Ledger Adjustin.iit Account. N.xt make a Journal entry as'foUows
to carry the results of this work to your General Le(l<,rt.r :—

Purchases 81,184 75
To Purchase Ledger Adjustment Account SI 184 75

i -^t this Journal entry to your General Ledger.

- .'ost the Sales Book to the Sales Ledger by debiting B. Small for S121.75, and E.
Lon, lor §94.75. To balance this Ledgtr, tarry the total of these two sales, S216.50, to
the credit of General Ledger Adjustm.nt Account. Next make a Journal entrv as foUows
to carry the results of this work to the General Ledger :

Sales Ledger Adjustment §216 50
"^o S-J^'S

S216 50

Post this JouriuU entry to the General Ledger.

3. Post the debit side of the Cash Bo(.k by crediting Proprietor in the General Ledger
for 810,000.00, and crediting Small and Long for 850.(X) each in the Sales Ledger. Next,
open a Cash Account in the General Ledger, iUid debit it for 810,100.00. Next turn to your
Journal and make the following adjustni. nt entry:—

General Ledger Adjustment (Sales Ledger) §100 00
To Sales Ledger Adjustment (General Ledger) ... $100 00

4. Post the credit side of tiie Cash Book In- debiting Kent and Expense in the General
Ledger for §100.00 and 825.00 rtsixctivily, and by debiting King & Co. and H. Dewar
in the Purchase Ledger for 8500.00 and 8300.00 respectively. Next, balance this posting
by crediting Cash in the General Ledger for S925.0(J. Tlim make your adjustment entry
in the Journal as follows :—

Purchase Ledger Adjustment (General Ledger) S800 00
To General Ledger Adjustment (Purchase Ledger) §800 00

Post these adjustment entries.

Note: The Sales Ledger .\djustinent .\ccouiu ;uul the Pnixiiase Ledger Adjustment
Account as kept in tlie General Ledger are sometimes referred to as Controlling Accounts.
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The Ledgers with this work would appear as follows :—

:\

)

»;

i

m

DR. GENERAL LEDGER.

Proprietor.

CR.

Purchases.

1912

June 30 J.D.B. 1,184 /3

Purchase Ledger Adjustment.
1912

June
,
30 J.D.B. 800

1912
j

I

June i 30 J.D.B.

Sales.

1911

' June 30 J.D.B.

1912
j

June ' 30 J.D.B.

Sales Ledger Adjustme.nt.

, 1912
j

216
; 50

II
June

|
30 i J.D.B.

1.184 7.S

2lfi . 50

100

'4
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Cash

iyi2

June ;<o C.H. (i2 lO.KHi
1912

Inne ;<•' c.i;

ki:sr.

1912
'~ —

June 1 C.H. (>;< KHJ

•

E.XPKNShs.

1912

June 10 C.B. «2 •Ir, 1

«:< 92.1

2 DR. PURCHASE LEDGER.

King iSc Co.

CR.

.1912
June ; 6 C.B.

1 :

1912
«3 5(H) June L' P.H. 72 7Ui

H. Dewar.

1912

June 20 C.B.
1912

63 300 June 4 P.H. 72 468

Gener.\l Ledger Adjustment.

1912;

June
1

i

30 i P.B.
1

1912
1 1,184 75 June 30 J.D.H. 800

3 DK

1912

June 2 S.B.

1912

June ( 3
i
S.B.

68

1912
! j

June I
30

|

J.D.B.

SALES LEDGER.

B. Small.

121 75
1912

[line 8 C.B.

E. Long.

1912

94 75 June 15 ( ,B.

(jENeral LeDvw r .Vdjustment.

1912
100 June 30 S.B.

CR.

62 50

62 50

68
I!

216 50
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From thusf ilifferent Ledgers Trial Balances may be taken which will appear as follows —

TRIAL BALANCE-GENERAL LEDGER

Projirietor

Purchases
I'lir. LfflgiT Adjii-imeiit
Sales

Sale- Ledger Adiu-lnuiit
Cash
Kent

ExiH'nse

1.1S4 75
8(K» 00

216 50
lO.KMI (K)

100 Of)

25 00

12,42(1 25

10,(KKt (»0

1.184 75
216 50
100 00
925 (H)

12,426 25

The Trial for Pur. ha-, .m.l Sale- Ledge may he -hown in the -anic way.

Ihc -tud.nt will tmd in hi- practical work that many .unr.rn- which have adnpt.d this
sy-trni do not keep adju-tnunt accounts in the subsidiary ledgers, hut .heck these up with
the eontiolling acounts m the g.iural 1,-dg.r from time to time. This is an abbreviation
of the method outlined, but we have thought best not to point it out until you had beromr
thoroughly acquainted with the complete fh-ory of the syst.in, aftrr whuh, as in the rase of
any system, ehang.- and abbreviations may be mad.- to suit cireum-tanees. In the abo%e
case, the subsidiary ledgers, (,f course

,
will ne.t show a ...mpletc balance within themselves

but should a-ree with the balance' of the ce.nespemelmg .-ontreaiiiig aeeount in the' ge^neial
ledger, which is a eh,; k em the accuracy of the' we.rk in th,' subsieliarv ledger Fre)m this
you will understand that it is ne. violatie.n <,f the- principles outlmeel'if thev aiv put into
ope latieui under a elifftrent foi in.

CONTROLLING AND ADJUSTMENT ACCOUNTS.

PURCHASE LEDGER, SALES LEDGER AND GENERAL LEDGER MADE
SELF BALANCING.

The books to be kept In this work are : Journal Day Book, Sales Book. Invoice Book
Cash Book, General Ledger, Sales Ledger, Purchase Ledger, Bills Receivable Book Bills'
Payable Book.

Journal Day Book.

^^

Use the columnar form with columns on the eiebit side for " Accounts Payable," and
" General," and on the credit side for " Accounts Receivable." and " General."

Cash Book.

Tlie debit side nf this book will be provided with the fonowing cul
Receivable," " Discount Debit," " Amount Received," " Cash Sales " "

coiunins : " Accounts

Sundries." When
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a cubtoititr I'.iys y<ni on luccpunl the full iiiinmnt of the iiivouc »'i tin lull .itiKiuiit ot ttie

part of liis (It'l)t which is c.iiuillc il, it is eiitirnl in the ".\(( omits Um'iv.ililr " coluniii.

If any discount is .illowecl it is placed in the " Tisc (uiiit Deliit " column. Thi >ii tu.il iM>h

received is entered in tlie " Amount Received " lohimn. All C.ish S.ih s of Mirch.indise

are entered in tlie " C.ish S,tli-s " culnmn. Oih. i .iitins ,iir pni in the uv inr.il or

" Sundries " ci>!iimn.

On the credit side of tlie Cash .ire tin foUowinf; ( ohiiiias :
" Accounts f'.iy.iMe,' " Discount

Credit," " Anionnt Paid," " Expense," and " Sundries." When you ]>ay one of your

creditors, the amount of the mivok i- or tlu' full amount of that part ot your di ht which yon

cancel, is enti-red in the " Ai( omits Payable ' column. Any iliscouiil allowed y<iu is pla( i d

in the " Disi cunt Credit " colunm, and tlu actual c.ish p;iid is pluced in the " Anioiuil Paid

column Exp'iise items are placed in the " I'lxpense " (oliimii. and the "Sundries' ^r

general cohirnn accommodates the rest of the i iitries.

Sales Book.

This will not differ in form from th.it priAKJiidy >hown. 'iln- hook is intended, as usual,

to furnish us with the name of the customer ami tin' aniouiil of his purchase. Cash Sales

will not be entered in the Sales Book, but in the Cash Hook, in the speci;d column jirovided

for them. If it is desireil to have the Cash S.iles m tin- Sah s Book it is not customary to extend

tlie amounts of such sales intc the PosIuir Column. All other s;des will be entered in the

name of the purchaser, settlement by Note being arranged for iii the liill Book. The M.inifold

Billing System may be used.

Invoice Book.

This may be kept as previously illustr.itKi. All purchases of nierclumdise are entered

to the credit of the person from whom bought, all settlement by note or t sli beiiif,' arran{;( d

by debits to their accounts in the Bill P>ook or Cash Book.

Bill Books.

The Bill Books may be used as previously illustrated. The debit side of the Bills

Receivable Book may be arranged with two columns :

" Accounts Receivable " ;Uid

' Sundries," while the credit side of the Bills Po'-able may be arranged for " Accounts

Payable " and " Si" ' ^ " If it is not desired to use the Bill Books as princii>al books

these special cohii...., win not be so necessary as the iiitries for bills will be passed through

the Journal and tlu -.pecial columns for Accounts Receivable and Accounts Payable are

found there.

Posting

Follow the directions given m the short illustrated set for making each ol the Ledgers

self-adjusting. When the posting is finished show a Trial Balance for the three different

Ledgers and using the Trial Balance of the General Ledger, show the customary statements

and comparative percentages.

WHOLESALE CROCKERY SET.

PRICE LIST.

Buying r ice.
"^ h.at: price.

White china plates, per dozen >' Or> S7 50

White china soups, per dozen fit. 7 50

White china soup lureeliS, complete 9 50 11 75

White cl;ina teas, Saxon, per dozen ... 8 00 10 00

M
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,,., , ,
Buying I'nco. Selling Price.

U lull' t lima .offfcs, (H-T dozen ... §|2 yo SI 5 00
White china egg cui)s, per dozen

i 75
Wliite china sauce plates i>er dozen t 20
White china tea sets g 5,j

Decorated chin.i tea sets 22 50
White china dinner sets 20 00
Decorate I china dinner sets ;}6 50
Belleck (.lima tete-i-tete sets 15 00
(ioblets, engraved, each 99
Tumblers, engraved, each 45
Decanters

2 15
rancy Cologne bottles, \xr pair s OO
Busts, 3yron and Scott 3 , q
Umb.eha stands 3 jq
Study lamps, nickel 3 5q
Double study lamps, nickel (^50
Toilet sets

10 00
Silver-plated castors g 5(>

Cake baskets • f,c

Omit Bank Account
;
keep Expense, Store and Fixtures, and Office Funuluie Ac

"

2 2.S

I 50

10 m
28 10

25 00

45 W»

:8 75

1 15

60

2 81

10 00

3 75

3 as

5 00

8 00

13 50

7 25

5 25

Hints

Marcii 1st.—A co-partuerslnp has this day been formed between Student aiid CharlesP I; I kins, to conduct a wholesale and retail crockery business. The firm name to be Student
\- Pilkins and each partner to share in the Gains and Losses m proiwrtion to his investment

Student invests resources as follows
: Cash on hand, $2,789.14 G.o E Newmans

Note, at 60 days from Jan. 12th last, and endorsed by H. Breitweiser for $1,567.25 payable
at College Bank, with interes at 6 per Cent, per annum ; a Note made by Alex Martin

t F^JI" '" ^- •^- ^'^^"'g^''' ^"d endorsed to " Studen ' at 30 days from Feb. 5tl, last
for $896.89, payable at Merclumts Bank, with interest p jn^r cent.' per anu.an ; and the
following Book Accounts d^ Geo. E. Nowim ^ $1,946.11; W. H. Gienny, Sons
& Co., $1,197.56, Co. A. Beyer, $419.79.

His liabilities are
:
A Note favor of Mayer Bros., New York, at 60 days, from Jan 7tli

last, with int. rest at 6 per cent., payable at First National College Bank city foi $"
1 18 8" •

aiid the following book accounts, which he o>ves : A. A. V.uuine & Co. Toronto .$38'' 46
'

Dirthridge & Co., London, $823.09.
' "' '

Chas. P. Filkins invents resources as follows : Cash deposited i,, College Bank to , redit
ot btudent & Filkins, $5,.- ",9.39

; a Note s.gned by Smith & D.tvis. and endorsed by Frank
lerew, at three months from Jan. 25th last, witli interest at 6 per cent., payable at' College
Bank, for $4 "2.10

;
Store and Lot valued at $18,000 ; horses and wagons valued at $8.50

His liabili, .s are
: A Mortgage on the Store and Lot, dated Oct. 15th last with interest

at 6 per cent, per annum, for $11,500 ; a Note at 90 days from D c. 15th last favor of
John Otto, payable at the College Bank, for 84,971.25 ; and the following Book accounts
which he owes: George K. Plimpton, $1,249.64; Fred B. Curtiss, $517.75.

2nd.—Paid John R. Munro, carpenter, $1,027.40, cash, for store fixtures.
Bought of A. Cutler & Sous, for cash, two office desks, at $125 ; two large standin- desks

and walnut partition, to order, $417.42
, two patent office chairs, at $10 ; two dozen walnut

chairs, at $42.
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Mar. Mill — Boimht oi A. A. V.iiitiiic »S:<Ji l.nom.i M.U.
,
,i^|i. r Iiivoi, , \... |,

to 83,421. IB, on 60 ilays' turn-, with 2J prr i.iii ..tj il ^aid wifliui 'M) .j.iys.

4th.—Aocpti-clI^irtiirulKc&Co.'siliaftoii us.il lOil.ivs' sight I'.i J.SdO iMV.ihlc.it oiii nUu,-.

Sold Ch.is. K. YnmiR, on account, 2 doztn W. C. [.I.it.s. 1} Uo/cii \V,C. H(mp>. 2 doz.ii

teas. 2 dozun cutfics, 24 gublots, t'ngr.iwd.

Sold Win. H. (liiitwick, for cisli, I dic.rat.-.l ilun.i diiiULT s.t, I Mrll.. k tei.-a-t.'t.-

9ft, 2 study lamps, nickel, 1 umhr.lla staiul, 1 toilet set, .ind I cake bask. t.

5th -Geo. E. N.'winan p.iid 8850 cash, .ind gave his Note at 15 days, p.iy.thle at Hank
of Montreal, lor $650, {> apply on account.

Sold Van U. M.irtin, on .iccount, I d.corated chin.i tea s.t, I \\ . C, diiinei set.

Received for Ciisli ^.des to-day, 8135.92.

6th.—Bought of Taylor & Co., Toronto, a lire-proof safe for 8495. c.i^ii. Paid freight on

same, 867.42.

SoM F. S. Tease on his Note at 15 days, payable at our ofiu , at H ]),i ciit. |>er .ii nimi

1 Belleck china tete-i-tete set, 4 decanter.^, I pair fancy Cologn, i)ottl.^. I l)ii>t B\ron. I

bust Scott. 2 double study lamps, 1 toilet set.

Received (or cash s;Ues to-day, 8214.86.

Paid George K. Plimpton, cash, 8425, and .mciited his liraft on us .it 10 d.iy?.' sight,

favor of John Tifft, p.iyabK at Tifft's office, for 8.324 64. to apply on account.

Sold Geo. E. Newman, on account, 48 tumblers, tngraVed. 36 goblets, i-ngraved, 10

toilet i-ets, 6 umbrella stands, .S silver-plated castors, 4 dicorateil china tea sets, 4 dozen
\V. C. Plates, 6 dozen W. C. soups, 5 soup tureens complete, 8 doz.-n W . C. teas.

8th.—Secured insurance on store for 815,(X)0 ; furnituri- and lixini;s, S2,(XX); goods in

tock, 88,000. Paid premium ui cash, 1} per cent.

Sold James F. Chard, on account, 2 soup tureens complete, 2 dozen \V. C. teas, 2 dozen
NV. C. coffees, 1 decorated china dimier set, 1 silver-plated castor, 1 c.ike b.isket, 2 toilet sets.

Received for ca;h sides to-day, S364.91.

9th.—Had Smith & Davis' Note for 84,692.10. with int.nst at 6 p. r rent., discounted

at the bank..ind the proceeds placeil to our credit, less 10 ])er cint. tliscomit for tlu' balance

of time tin- Note has had to run.

Sent A. A. Vantine & Co., cheque on bank for $3,500. to api)ly on .icco\int.

Bought of Havillard, Merritt & Co., Hamilton, Goods amounting to 85,613.47, as per

Invoice No. 2, on 90 d.iys' time, with 3 per cent, off it paid within 30 days. Paul li.df cash,

balance on terms quoted.

Sold David K. Morse, on his Nof . at 10 d.iys, p.iy.il'lt; at Biuik of Coniiuerce, 1 decorated

china tea set, 1 ilecorated china dinner set, 36 goble's mgraved, 2 lionble study i.imr
, 2

toilet sets, 1 umbrella stand, 1 Belleck tete-a-tete set, 6 decanters, 6 p.iir fancy Cologne

bottles, I VV. C. soup tureen, 1 silver cake baske;, 1 siK'( r-plated castor.

Received for cash sales to-day. 8479.11.

10th.—Received S446.ll, cash, of (ieo. E. Newm.in, to applv on account.

Sold \V. H. Glermy, Sons & Co., on account, 6 dozen W. C. plates, 6 dozen \V. C. soups,

3 soup tureens complete, 6 dozen W. C. coffees.

Received for cash sales to-day, $261.54.

Alex. Martin's Note due to-day, has been settled by paying half the face oi the Note in

cash, which was to include the interest due, and a new Note for the balance at 20 days,

payable at the Merchants Bank with interest at 8 ]xr cent.

llth.—Drew a Sight Draft on George A. Beyer, for amount of his account, and left it at

First National College Bank for collection

li
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HoiiKi.t of « - land N'()ii-Kx!)liKr • |.,iii.,, C,,. ,.ii (.m Not, .it |(» .l.iys willi I'lt.r. st

.11 8p. rc.mt., p.. ...till.- at Haiikol MomlmI. T'istiidv l.iiiifi- luck. : ; «> .Lnihl.. stihly I iini>s

Soi.l r,<'(.u'.- I" N.win.iii, on .tcoiint, 10 il-,. nt.rv 6 p.iir fancy CIokh,. Im.iiI. -, 12
bii.t, HvMni .ui t, 4 wliilr clnn.i aiiui.r s,t^ MIMh k let. -.i-it-l,' s.ts, 8 white rlnii.i

t. M M-tS.

I'.ti.i wiir N«i. ..I. < lit. Test .lu.- tu-,l.iy. t.iv.M M.iv.i Hio.s., (jt-r cli. que on CiAUnr B.mk
fnr h.iM tlic f.u. if • ,.tc, which wa-* tr. in. 111.!.' the intenst du.- ; tli. Uilam . was r.'n.w..!

rest, payabl.- ,u ijic M.nliants Bank.
i to-iiay. S5I«.24.

' hor- .iini wau'")n, for d.liv.ry, of (icon Efn.r, for 84«2.1H,

1 in lo'..^;. IJ.uik.

iin.l IN' \> C. .linn, r >.t .sol. Ihiin on til.' 5tli Ills! ni.l we wll

.net S(t, 1 H.li.ck tei, -4-let.' s.l, I unilinll.i stami.

pobl.ts, .iifjravf.1.

.; •19S.15.

.1 iMir SiL'ht Draft on (u-ore E. Bev li.is h,, n p.tul

at Kt (l,iy« wi'

K.M liv.'. ''

12ili — H.

Clsll.

D.'posite.l I ;

Van R. M.

him on accou.i'

I .ioublc stn

Received ! . :> ..

i;ith,—Th.' 1 ,ink no

.mil p! iced to . r it ;

Sold Towns, nd D.ivis, .m h , Not.; at 10 days, p.iv ible ai mr olfue, 2 toilet t- , 1 p.iir

f.uicv Cologne I • itti.'s, 1 W.C. t.;i- 1, 1 soup tnn-en r.nnpletc, 1 sii.lvlamp, n k.l Me.-.mUfs.
Received for cash s.iles to-day. .S324.88.

Paid clerk hne to date, .?2Irt04.

Depfisited r.\<h r, in.uninK « h.md u Cn.j.,. B.iik. (Rule up ilu- books md post .>

Ledtj.r uid make Trial B.ilan.:..)

15tli,—Th. store has b.rn desfoved '.v tire. The s;if.-, .oiitaming .irrount bo-.ks
.-in.l papers, w.ib found m good .ondition. hut n. arly ;dl the sto.k has been destroyed, exc.pt
.1 sm.ill quantity which w,i- .einov. I from th, buildinp. Sulrnitted proof of loss to the
Insurance Ag.-nt. and mad. .i claim for S80(K) l,.ss on Mds.-. S2.<m loss on funutur. and
fi.xtur.s, and S15.0(K) ]o~s on building.

Rented store No. - M.un stn.ei for on., ye.ir, .it 92Am per annum. (..LVe ch.qu." for one
qn.irter's rent in adv.uire.

Bought oi Cha.s. G. .-h. pard. ihe .-.unt.is ..n.i shi'lvint; in store juM renteil Gav- him
chefpu' in paymenl f.)r .S7dO.

16th.—Pur, h.ised of W. H GI, nny, S.ms & C..., city, wb.olesale rates, goods as per
Invoir,. No. 4, am.mnting to S4 127.49 They allov us 3 per c-..^. discount for cash
Applied our .tccount aeaiiist tlu m and gav.- rh-quit for baK.ure.

Sold James G. Foisvth for C.tsh, 1 \V. C. ,l,nn. r s, i , 1 decor.itcd china tea set, 1 H.'Ueck
tet, -:\-tete set 1 M.up tureen ..mplete, 36 Kobl.ts, .-ngr.ived, 2 double study lamps, nickel.

K-'Ceivod cash for half the amount of Geoige X.-em.m'^ Note, dup to-,l.iy. Renmv.d
f. danc- ar 10 days with mt.- .st at 10 per cent., payable a M> rchants B.mk!

17th.—Sold Charles E. V.mng. on account, 2 doz n egg n\ps, 4 do7.i-n sauce plat, s,

1 \V C. t.ia set, 18 t\mibl.;is. engiav, ,!, 2 busts. .' toilet sets.

Paid our .icce[)tance of the 4tl ...st., by giving Martin's renewal oi lOth inst. on 10 per
cent, discouiit and the bahuice in cash.

Received for cash sides to-d;iy. S49.12.

18th.—Settled with Ins.irance Co.'s by acceptmq .S6.000 for loss on Mdse.. $1,100



m«»:aii;iAi^iim^]R^

V

I

2 IS

lor loss on iirtii.- liimitiiK-, 9'MM) !..r l.ms mi -.toi, tixtuiis, .iinl SrJ.S(N» l.n |i.>. ..j, Innliim,;

U.t.iv.d tlirir iluqiic for s.itii • .uul f. jmimImI m rollin.' H.uik.

Si lit A. A V.iuiirir iSc ("o. i lii qu. iiir l),il.i;iii- of til, H .11 1 oiii.r |. »« 21 |' i i ciii. 'iiw oiint,

oil full of Manli :<iil.

Si'fllfil Cll.is. P. l-ilkiu's Noti- o| I>, ,. ISlli Lot, l.lVor ol loin. Otto, \'.i\UH ll.llf i a-ll,

b.ilmiiT oil new Noi, .,1 M) il.iys with iiiti-n st .a 6 (». r cut., |mv.iI)I- .ii ("oIIiKi ILink.

UUti.

—

?»'h\ .11 .ill. tioii .ill tlu- il.iiii.i;;ril yoo.l- niv.i1 iioiii :irc, .uil r>..i\i.| (.i-.li,

.«7i.s.2y.

I'.ll'! i.^^h tor U.:\» ..Ilk I- iiiriiitiirr, S.Tti'MtM

I'.uil our ,11 .. (It. 111. I. I.ivor John Iiilt, 1)\- j^.v iii; ci-,, .s;«»*>, .ui.l ..m ord. i on J.uii'

>

I'. Cli.iril lor til.' li.il.iu.,'.

2(llli.—SoM CU.l^. II. .\ii>liii, on liis Nolo, p.iyahlc .it M.iiik ot t ,iiiiin. ;. , .ii H il,iy->.

H ijoztu W. C. plalo, 6 doztii \\. C. soups, 10 soiip tin. . us. lompl. s. , 12 .|o/ 'ii \V. C. C»'a>.

"^.iXOIl, 9 iloZi'tl \V. r. coffees, 7 (loZ. n W. C. rug CIIIK, 8 iloz, 11 \V. (". ^.i,|i, I>! lies.

Receivtd (or casli sales t..-day, .S2i»J> 18.

n.posite.l cash on ii.ind in I'list \.iii,.iial College M.ink.

21st.—TowiiSfii.l D.ivis |>ii]).iy> his note mi 8 per cent .Iscmmt in cash.

Sold lot mi which our fmiin r stme w.is located, to J.icoh S. Iioelkopt 1 r $;< 7M). Red iv<(l

his chcqtif on (krin.in li.ink lor 81,250, an.l Ins note ai 60 days p.iy.i ' .it M.ixh.i its Hank
for balance.

Sold Jatues !". Ch.iid, mi accimnt, 2 dozen \V. C. .gj.' cups, > .loz. . C. s.iiic pl.ites.

1 decorated tea set, 1 double stu.iy l.uiip, nickel, 24 tninblers, engrave.. I umbrella stiuid.

Received cash for Davi.l K. .^lo|s. > note.

23rd.—Bought of I.a H.iste Glass Works To., Ilainiitou, mi .icconnt, 1.11 of glassware

.IS per invoice No. 5, amounting to -§1,462.12

Having obtained .K. Martin's niiew.il from W. .\I, intosh at f.ice value for M.lse., he now
pn pays it by giving us 82<K) in .Mdse. with 10 i'er c. iil. off .uul j>aying the b.il.mc. in c.i^li ;

discount on Note until maturity, 12 ji. r cent

Geo. E. Newman li.is b.come insolvent an.l ..in only pay 13 ccni^ on the iloll.ir. We
settle his note, due to-day, on tli.it l)a.^ls.

Received for cash Sides to-day, ^561.94.

24th.—Sold two h.irses ami w.isj'nis to Win. -"^..iiurville for casii, $512.50.

Received cash for 1'". S. Pease's N"te to-day

Sold Geo. A. Beyer, on account, 1 decorated china dinner set, 2 decorated china tea

sets. 1 Belleck tete-i-tete Set, 3 toilet ^. ! -. 2 double St idy lamps, nick. 1.

Paid Fred B. Curtis c.isli in full of account.

Our notes due to-day have b..:. paid in . .isli.

25tli.—Gave cheque for §10,000 to pay interest due on mortgage to date, and balance

to apply on mortgage.

Receve.i for c.isli s<des today, isi43.6f'.

26th.—Sent HavilLird, Metntt & C.\ ch-quc on B.mk for amount of tlu.r bill of

March 9th, less 3 per ci at. discount.

Geo. E. Newm;m's account has proved to he worthless, Mak.' .in entry to elose ii up.

Discounted our renewal liivor c»f Ott'. at 1'^* tx-r 'j'.iit.

27th.—Paid monthly office expenses and clerk hire as per Petty Cash Rook, S413.84.

M
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29th.—Newman's ron<>w:il .luc to-il.iy, witli interest, lias proved entirely worthkss.
Charles Austin's Note, due to-day, has been renew.d in full for 10 days with interest at

10 per cent.

Post up the hooks and take off a Trial Balance.

Merchandise on hand is valueil at $7,791.42.

Rent paid in advance, S500.

Write off 5% Depreciation from store fixtures and 3% from office furniture.
Make an allowance of 10 per cent, on Accounts Receivable for possible bad debts.

111

Mi'
I

Hi

Section 37.

PARTNERSHIP SETTLEMENTS.
It is presumed tliat by this time the student is familiar with the handling c : P.oi)rietor's

Account. If we picture such an account in our Ledger we see on the credit side the amount
of the investment and of the net gain. On the debit side we see the amount of the liabilities
brought into the business, withdrawals during the period, and net loss, if any.

Where a business is controlled by two or more partners, we find each partner's account
presenting the same items as just enumerated. When it comes to putting in the net gain,
or the net loss, however, we are brought face to face with the first real problem in partnership
settlements. How is the net ^ain or loss apportioned ?

As a partnership isa voluntary contract, and the partners have power to mak.> any agreement
they may see fit, we may expect to find a variety of agreements. Gains may be divided
equally, in other fixed proportions, or according to average net investment. If there is no
specified agreement on the point, then equal shares are presumed, in other words, the
student must not expect, as in sonn; branches of arithmetic, to find one nile to govern all

cases. The great question is, " What does the agreement sa\- ?
"

In addition to the agreement touching the division of gains or losses, we often find
agreements concerning allowances, such as interest and salary. For instance, in order
to provide for inequality in capital invested, it is sometimes agreed that each partner shall
get a certain rate per cent, on all capital invested, and be charged a certain rate on with-
drawals. Again, one partner may be allowed a certain salary in view of superior skiU or
ability. In h;mdling tlu se allowances the great point to be remembered is that while they
are allowances to partners, they .arc none the less losses to the business. Interest paid o'r

allowed to anyone, partner or outsider, is a loss. The same is true of salary. For ir stance,
A and B are partners, sharing equally in gains and losses, but in addition to getting a share
of the gains, A, for special services is to get a s;ilary of $1 ,200.00 a year. The entries for
the salary allowance, if followed to their final effect, appear as follows:

No. 1. Salary
§, 2oo GO

^° ^
$1,200 00

2. Loss and Gain $1,200 00
To Salary

jj 2oo qo
^ ^ $«00 00

^- • S600 00
To Loss and Gain •] 200 OO



247

We notice that Salary Aciount is flcbittil only to be iniiiuiliatfly cnditiil. TIji- same
is true of Loss ami Gain Accoimt. So that the whole entry iiii(,'l]t t)e boileil ilown to ;

A S600 00

B a>0 00

To A S1.2(KI 00

This teaches us that, while A is (,Vllinf,' .i >al.iiy <{ ^il ,'JOO.tKJ, a? 'in,; ol the huii, Ik is

paying himself part of that siilary, ;uul rnii>t hear his om-iialf ol tin . loss as he would In ai

his share of any loss to the business.

This is importiuit to rt nieinber, bi:cause very often when stiulrnts are tokl to ;iil|iist sue li

an allowance without disturbing any accotuits but those of the jxirtmrs, it is a conunon

mistake to simply rr.dit the partm r for his allow;uire aiul never tliink of the dibit side

of the account. The s;ime points are to be observed in nvik'iii; an aiijustment ol an mterist

allowance.

EXERCISES ON PARTNERSHIP SETTLEMENTS.

(1) J. V. Stock and R. Burton eng;igeii in business Jan. 1, 1S84, and a{,'reed to share

tqually in gains and losses. Interest at 8 i>er cent, was to be allowed on all investments

and charged on all withdrawals. The following is a statement of .acli jiartmr's account :

J. V. Stock's investment- J an. 1st. S6,000 ; Maich Ulli. S4,<KK»
; July .%d, S3.(K)0

;

Sept. 18th, S5,000. Withdrawals—A()ril ;<rd. S3,(KKI ; June 7tli, SI..S(H»; Oct. I5th, S800.

R. Burton's investment—J ;ui. 1st, S4,(KH) ; Mav 12, SS,0()O : July IBlli, S'2,(M)0 ; Oct.

5tli, Sl,500. Witlulrawals—March 8th. S2,(MK) ; Aug. I.Sth. .S1.(KXJ; Sept. aoth, .Sl,200.

At the end of tiie j'ear the tirm had Resources as follows : Mdsc as jier Inventory,

821,460; Real Estate. S15,000 ; Cash, 811.950; Book .Accounts, .8ia.l46.50; Interest

Accrued on Bills Receivable. 81,519.25 ; Bills Rec.ivable, due, $11,218.50 ; Store Fixtures,

$1,320; Delivei Wagon and Horses 82,100. Tluir Liabilities were : Mortgag.^ on Real

Estate, S7,000 ; Interest accmed on s;mie, 8210 ; Notes Outstanding, 826,950 ; Interest

accrued on same, $811.75 ; Book Accounts owing, 83,560. It is found that 33J ]ier cent,

cf the accounts due the firm are uncollectable.

Show the Ledger Accounts of the two proj)rietors with the Net (i.iin or Loss ])ro]iiily

recorded, and also the entries necess;iry to adjust interest. The accounts will be closed

in the usual waj', ruled and footed.

Show a complete list of Journal entries such as tiie Interest adjustment would occasion

if it were carried through all the accounts really afltcted thereby, and show further how-

all of these entries may be summarized in one entry which would affict the |iro]iriitor's

accounts onlv.

SOLUTION.

Dr. J. V. Stock. Cr

A])nl 3 83,(HK» (K) January 1 $6,000 00

June 7 1.5(X) (X)

October 15 800 00

December 31^—Share ol Loss Iroin

Interest 600 55

December 31—1'. Worth 19,708 19

825,608 74

March 14 4.0(X) 00

July 3 3.000 00

Stiitriub, r lt> 5,0(R) 00

Dxrinber 31—Nit (.am 6,900 16

Deceinbtr 31—Net Interest 708 58

825,608 74

January 1—P. Worth $19,708 19
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' H

'^5

R. Burton.

f''"''^: S2,(K)0(XI Jiuniarvl
'^"S"^' 15 l.(m(K)
St'ptcnilxr 'Mj

1 200 00
D<ctniber '31—Share of Loss from

Iiiturtst .

DecL-mtxr 31 -P. W orth.

6<K) 55

15.092 14

Siy,892 69

January 1—P Worth
Statemext, Resources, and l.iAH.LrnEs Business of Stock & Burt

Resources.

Merchaii.lise
821,460 00

•^••'•^^ ^^'-it''
15,(X»0 00

Cr.

S4,000 (KJ

5.(J00 00

2,000 00

May 15. .

July 16

0^^"^'^v 5
I.'SOOOO

Dfctnibcr 31— .Wt (lain 6,900 17
DtCiniKr 31—N\t luturest

.

492 52

S19,892 69

$15,092 14

ON, Jan. 1 1885.

Liabilities.

''•'^''
11,950 00

Book Accounts 13 ,46 50
^"'•-'''^^t

1,519 25
Bills Receivable

1 j 213 50
Store Fixtures

j 320 qO
Delivery Wagon 2!l00 00

-Mortgage

Interest

Bills Payab!,- . . .

Interest

Book Accounts .

Firm's P. Wortli

S7,000 00

210 00

26,950 00

811 75

3,560 00

34,80(J 33

Deduct
i, Accounts I.ec.

877,714 25

4,382 17

';

M

873,332 08

Stock's Cr 818,000

Dr 5,300

812,700 00
Burton's Cr S12,5iM)

Dr 4,2(KJ

88,300 00

lum's Net Cr 821,000 00
I-irms P. Worth 34.800 33

Firm's Net Gain 813,800 33
Stoi k's half Net Gain . . 6 grjo x^
Burton's half N.t Gain 6,900 17

^** Stock's Intekests
86,000 for 36S ,1s. -

.

.82,190,000 f.,r 1 ,1.

4,000 • 292 (is. ^ 1,168,000 I ,1.

3,000 •• 181 ,1s. . 543,000 " 1 ,1

5,0^0 • 104 ds. •= .520,000 " ! ,1.

= 84,421.000 for 1 d.

873,332 08

sam 3u<;'%%<»7:v >7 'i^yc^.^^j l.m i^nkHn£i*:^uw-Mi^mfSd
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Drs.

S3,()00 for 272 .is. = S816.CHX> lor 1 d.

1,S0() " 207 (Is. = 310,5(K) " 1 d.

m) " 77 ds. = 61,6(X) " 1 d.

=S1.188,I(H) for 1 ,1,

Net Cr. Interest u: .S3,232,9<)<) tor 1 d

(ir S7()8.38

Crs Burton's Interests.

S4,0U0 for 365 ds. ^~- SI ,46() ,()()() l,jr 1 d.

5.000 233 ds. = 1,165,(HX> " Id.
2,000 • 188 ds. = 336,000 " Id.
1,500 •• 87 ds. = 130,500 " 1 d.

= 83,091, .SO-J t,,r 1 d.

Drs.

S2,000 for 298 ds. = 8596,000 for 1 ,1.

1,000 " 138 ds. = 138,0(X) • 1 d.

1.200 " 92 ds. = 110,400 " 1 d.

= 8844,400 for 1 d.

S2,247,1(K) for 1 d.

or 8492.52

708.5S

492.52

2)1,201.10—Totiil loss from Interest.

600.55—Share of each partnjf.

Co.MPLETE Entries for Interest.

( Interest .8708.58

I

To Stock 8708.58

Interest 492.52
i To Burton 492.5'J

I

Loss and Gain 1,201.10

To Interest 1,2()I.1M

II. Pjurton 6(HI.,55

.Stock 6(K).55

1. To Loss and (iain.... 1,201.10

Summarized.

Burton 600.55

Stock 6(M).55

To Burton 492.52
" Stock 708.58

•->! I'-i-rt.-^r. . 108.03

To Stock 108.03

.JMlXAf.,.-*^: '.^^
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(2) A, B, and C form a partnership, investing respectively S9,600, 5^8, iOO. and $7,200.
Tiiey agree to share gains and losses equally and to allow intirest on all invtstnK nts, and
charge interests on all withdrawals at the rate of 6 per cent. At the end of four months
A invested $2,000 more, B $1,400, .md C S800. At the end of the year no settlement of
the interest is made until the net gain, §12,800, has been divided ajid entered up. The
inierest is then adjusted. Show tlu partners' accounts after such adjustment, properly
closed, with the bahuice brought down for next year's business.

(3) H. Mann ;ind J. Ross enter into partnership on Jan. 1st, 1898, each investing $8,000,
under agreement to share gains aiid losses according to average net investment, and to
allow interest at the rate of 6 per cent, on Jill investments, charging the same on withdrawals
On April 1st Mann withdrew $3,200, and Ross $1,600. On Sept. 1st each took out $2,400,
and on Nov. 1st Mann withdrew $900 and Ross $700. At the end of the year the capital
is $6,000, and no interest adjustment is made until after tlie gain is apportioned. Show
the proprietors' accounts as they stand on J;ui. 1st, 1899.

(4) A, B, and C are partners. On Jan. 1st, 1898, their respective Capital Accounts
showed tl:e following credit balance : A, $75,000 ; B, $25,000 ; C, $10,000. From that
date each partner was to get 6 per cent, per annum on his capital. A was to get ]

of the gains aad losses, B .\, and C the remainder. At the end of the year their
assets and liabilities were as follows: Premises, $50,000; Machinery, $21,000; Tools,
$4,000

;
Sundry Debtors, $30,000, less 5 per cent. allow;mce for bad d.^bts ; Bills Receivable,'

820,000, less 5 per cent, allowance for bad debts ; Cash in Bank, $10,000 ; Cash on hand!
$200; Sundry Creditors, $30,000; Bills Payable, $12,000. A was charged up with $2,000
withdrawn, B with $1,700, and C 'vith $1,500.

Write up the Capital Accounts of the three partners in the Ledger.

(5) A, B, and C form a partnership, investing respectively $9,600, $8,400, and $7,200.
They agree to share gains and losses according to average net investment and to allow interest
on all investments and charge interest on all withdrawals at the rate of 6 per cent. At the
end of four months A invects $2 ',00 more, B $1,400, and C $800. At the end of the year
no settlement of the interest is made until after the net gain, $12,800, has been divided
and entered up. The interest is then adjusted. Show the partners' accounts after such
adjustment, properly closed, with the balances brought down for the next year's business.

(6) A and B are partners in the business of drilling wells.. They invest equally in buying
the apparatus and agree to share gains and losses equally. They keep no regular set of books,
but at the end of a month they are able to present the following memoranda : Total cash
received, $500, of which A received §50 and B the balance. Total expenses, $200, of which
A paid $75 and B the b.ilance.

How would you suggest that they settle with each other provided that B is to receive
a salary of §50 for extra time and services ? Show your work.

(7) A and B are partners in a business, sharing gains and losses in the following manner :

A f ,
B i A is to receive a sidary of $1,200 per annum for special services. How much

money is he practically clearing in salary ? Why ? Suppose that he does not draw his
salary during the year nor at the end of it, what entry would you makt' to adjust it before
closing books ?

(8) A and B are partners with respective investments of $18,000 and §30,000, and sharing
equally in losses and gains. At the end of the first year the interest on excess of capital
at the rate n{ 7 per cent, is adjusted without the use r,f Loss and Gain Accuunt. Give tiie

entry.

^misoM unaKK^^&r.iaHFauesis^Bft'Bii.ixiii^'w 7^m!^'.~/.'¥im^i2'ms7'f:'w^i''^?ffmKtsam^m^-
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A th,. t,me tluy acim.t Black as a par.n.r, l.e ,., ,nv.st $1(»,000. f„r wl.ich he .s to ,t o„ -
fifth uu.a.fu the net assets .utd g.K,d-u,ll of the bus.ness, also to shar.. equally .n . u ga ,sand losMS with the other partners.

' ^

Make a Journal entry for the transution, and state how „nuh stan.ls to tlu- credit ofeach p.irtner after this has been put tluough the Ledger.
(10) Jarnes Green took iiUo partiie.sh.p Thomas Wood on the following terms Greut

car.tal invested an.l Wood was to n,.mage the business on a yearly salary of $500 and i%
of the gross s.des. \Wl invested ito capital. At the beginning of the year the follou ng
1 rial Balance was taken :

^

Dr.

Purchase Account SI 4,370 00 Sundry creditors $4^50 OOSundry debtors 8,380 00 Green's Capital Account ....'.
.'

21750 00Cash on hand 3750 oO '

826,500 00

At the end of the year the following Trial Balance w;is taken :

Dr.

Purchase Account §62,500 00 Green's Capital Account
Salary Account 3,750 00 Sales Account
^•^'gl't 5,750 00 Sundry creditors
Expense 500 00 ;

Cash on hand (JOOO 00 i

Sundry debtors 5,250 00
J. Wood's Private Account .. 1,CKX> 00 '

826,500 00

Cr.

821,750 00

56,750 00

6,250 00

$84,750 00
; 884,750 00

The goods on hand at this time were valued at .?20,000. No entry has been made yet
for the amount due Wood on Salary Account.

Make Journal entries for Green's Interest on Cap.
. and Wood's Hilary and comnussion.

Also make Balance Sheet showing the present standing of the business,
(11) Thompson and Wilson went into partnership on Jan. 1st. 1899, Thompson investing

$22,000, and Wilson 84,000. During the year they lost $5,900 without reckoning Interest
on Capital, which, by the agreement, is to be taken at 5% per annum. During the year
the partners have withdrawn the (ollowir.g amounts on which no interest is to be charged •

Thompson, $2,800, and Wilson, $2,000. They share gains and losses as follows : Thompson'
I and W ilson, |. Draw up a statement siiowing the position of both partners .U the beginninc
of i900. **

(12) A, B, and C. entered into an agreement to buy and seU wheat jointly. They bought
60.000 bushels at 65c. per bushel, and 21 days later they sold the same at 70c. per bushd
The charges for storage, labor, etc., amounted to $500. It was arranged that each should
invest equally m the venture or pay interest on the deficiency for the 21 days covered by
the transaction. A put in cash $13,800. B put in cash 813.200, C put in cas.h $12,000
The prohts were to be divided equally. Each partner receives the amount of cash due
him.

16
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Make Journal entries for the above transactions, post same to Ledger, and close the
accounts.

(13) W. Gray and John Hood purchased a business consisting of two stores for $40,000.
Gray taking a two-fifths interest and Hood a three-lifths interest ; they are to share gains
and losses accordingly. Gray takes charge of one and Hood the other, each keeping a
bank account in his own name. During the year Gray receives cash $37,720.19, and pays
out $29,870.15

;
Hood receives $40,910.15, and pays out $50,912.24. The business is then

sold for $51,330 cash, which is deposited to their joint account.
Prepare a statement to be submitted to the partners, showmg clearly what each one is

ent='.led to.

(14) A, B, and C are partners with equal investments and share gains and losses equally
A is allowed a s.Uary of $900 per year. B $1,100, and C $1,200. The net gain irrespective
of salaries is $3,000. They have exactly this amount of cash on hand. As it is the intention
of the firm to leave their original capital unchanged, this amount of money is divided among
them.

Prepare a statement showing clearly how much each partner is entitled to, no siil.iries

having yet been paid.

M

Section 38.

AUDITING.

An audit is an examination of the accounts, vouchers, and statements of a business.
Its object may be said to be :

(a) The detection of fraud.

(b) The detection of technical errors.

(c) The detection of errors of principle.

With regard to the scope of an audit, it may be said that it sometimes extends to a
checking of every entry. Again, the accuracy of accounts may be verified by tests, which
render checking of every posting unnecessary. It may also be noted that those for whom
an audit is being made may give specific directions to the effect that the audit is to be of a
partial nature. Sometimes the auditor in such cases is told what he is to examine, while
in other cases it is left to his discretion as to what he shall examine, in order to bring in a
report on the point submitted for his opinion.

Regarding tlie methods of audit, they may be said to be either continuous or completed.
The continuous audit involves the examination of the books at stated periods, say once every
month during the year. By this system the bookkeeper is kept closer up to his work, and
the auditor has a better opportunity of making a thorough examination. It may be said
on the other band, that the bookkeeper, during the intervals between audits, has the
opportunity to make changes in the work, and thus to perpetrate fraud. By the completed
audit we understand the system whereby the books are placed in the auditor's hands at
the end of the year. The advantages and defects spoken of in connection with the continuous
audit are lierc simply reversed.
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The Ontario Cuinpauius Act m icctiuiia 12.S to 133 dcaU witli tlir iii.itt'.r of an iiiiilit

(or Joint Stock Companies as follows ;

" 125. The accounts of the corporation slial be fxarnuie'l once at least in every year,

and the correctness of the Balance sheet shall be asciirtained by an auditor or auditors.

126. The first auditors of the corporation in.iy be appointed by the directors before

the first meeting of the shareholders or members, and the auditors so appointed shall hold

ofhce until the first general meeting.

" 127. Thereafter the auditors shall be appointed by resolution at . tf.-iural meeting

of the corporation ; they shall hold otHc until the next aimual meeting unless previouslv

removed by a resolution of the sharehokUrs or members in general meeting.

" 128. The auditors may be sharelinlders or members of tiie corix)ration, but no

person shall be eligible as an auditor who is interested, otherwise th.m as a shareholder or

member, in any transaction of the eorjKjration, and no director or otlii-r othcer of the

corporation shall be eligible during his continuance in office.

" 129. If an appointment of auditors is not made at aji amuial meeting, tin- Provincial

Secretary may, on the application of any member or shareholder of the corporation api«iint

an auditor of the corjwration for the cur-rnt year, and fix the remuneration (if any) to be

paid to him by the corporation for his seivici;..

" 130. The directors of a corporation may hll any casual vacancy in the otfice of auditor,

but while any such vacancy continues the surviving or continuing auditor or auditors (if

any) may act, and any auditor shall be eligible foi u appointment.

" 133. Every auditor of a cor{>oration shall have th'j right of access at all times to the

books, accounts, and vouchers of the corporation, and shall be entitled to require from the

directors and officers of the corjwration such information imd explanation as may be necessary

for the performance of his duties, and the auditors shall sign a certificate at tlu' foot of the

balance sheet stating whether or not their requirements as auditors have been complied

with and shall make a report to the shareholders or members on thi :ic(;(junts examined

by them, and on every balance sheet laid before the corporation in geiirral meeting during

their tenure of office ; and in every such report shall state whether, in their opinion, the

balance sheet referred to in the report is properiy drawTt up so as to exhibit a true and correct

view of the state of the corporation's affairs as shown by the books of tlu; corporation ; and

such report shall be read before the corporation in general meeting."

As far as the method of procedure is con.:erned, it will be imderstood that the auditor

is a law unto himself. We have thought it wise, however, to quote the standan' ' s;.?'>h

authority on the subject, Dicksee. In his work, " Auditing," he quotes the . llov, t a;

instruction as to the method of conducting an autiit

:

1. In commencing a new audit you should obtain a list of all the bo(;ks kept, ana of all

persons authorized to receive or pay money or order goods.

2. In the case of a Joint Stock Company, examine the .\rticles .md Board Minutes

respecting the receipt and payment of money and the drawing of cheques, acceptances, etc.

3. Ascertain and take note of the general system upon which the bi v)ks are constructed,

and the plan of checking the correctness of the accounts paid, and whether exclusiveU' or

generally by cheques.

4. Repf f the accounts and vouchers are submitted to the Board of Directors by an

Account Coriiiiiittee or otherwise, and whether they are systematically checked and certified ;

note any discrepancies.
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5. Exainiiif all the itiins in the Cash Book with the Bank Pass Books aiiil vouchers,

and put your usual audit initials in the Pass Book and to every item in the Cash Book.

Ascertain if the Bankers' Pass Book is fnquently entered up and examined.

6. Note any tmusual or extraordinary payments or receipts.

7. In regard to the payments for wages and petty ciish, note any unusual items and

see that vouchers for all payments are kept and produced.

8. Report whether a rough Cash Book is kept, and whether the fair Cash Book is regularly

and punctually iM)sted iuul baliinced iuid if the bahince is checked.

9. Rep>rt also if the entries in the fair Ciish Book are in arrear. on account of the curnnt

year, .ind if so, to what extnit, and why ?

10. In all cases where branch establishments are included in one business, you will be

careful to examine into the mode of bringing the returns of work, accounts and expenses

to the head office.

11. Examine all the Day Books and see that the proper returns of purchases and sales

are made by each department, and that the Bought and Sold Books are properly entirtd

up ; that the invoices are projxrly checked as to quantities and prices ; obtain a declaration,

or otherwise siitisfy yourself, that every liability of the year is brought into account.

12. The postings in the Personal Ledgers must be checked from the Bought and Sold

Day Books and the Cash Book, and also from the Bill Books and Journal.

13. The postings in the nominal or impersonal Ledgers must be checked from the journaliz-

ing of the Bouglit and Sold Day Books, the Bill Books, the Invoice Books, and the Cas'.i

Books, and the mode and correctness of the journalizing must be carefully proved.

14. Examine the Bills Receivable and Bills Payable Books, and note any item of past

due, renewed or dishonored bills, and make list of same and of the securities, if any.

15. Examine the entries ^nd transfers passed through the Journal, and check the postings ;

and, although you are not held resixmsible for the details of classification, it is desirable

you should make any suggestions required, juid note any discrepancies, especially in relation

tc the division of expenditure, on account of Capital and Profit and Loss Accounts respectively.

16. Examine 'he Share Register and see that the amounts received for calls agree with

the entries in the Bank Pass Books, and that they are correctly posted to the credit of the

respective shareholders in the Share Ledger ; that all transfers from the transfer deeds are

duly entered in the Register of Transfers, and also that the amount of the subscribed iuid

paid-up capital and arrears corresponds with the Balance Sheet.

17. Examine the register of all mortgages on the company's property, and all dc!)enture

bonds issued, and note and check the amount of capital 7)aid in advance of calls, and of the

receipts and payments in respect thereof with the Bank Pass Books.

18. In the accounts of stocktaking see that all stock sheets and returns are duly signed

by the heads of departments, and that the siime are correctly carric' forward to the General

Stock Account ; and ascertain and note whether goods finished e' progress are taken at

cost price or otherwise ; also rejiort whether in large concerns an -pendent cheik clerk

or valuer has v. :• .'led the stock returns in regard to price and quaiuities.

19. In checking the Profit and Loss Account, note whether the usual and proper dediu-

tions are made for wear and tear and depreciation, and for recouping of capital on works
or premises held on short leases.

20. fake care that in the Balance Sheet no additions are made to expenditure on Capital

Account except such as are duly authorized by the Board of Directors, and note the distinction

between new works and mere replacements.

21

.

Ascertain whether the conveyance deeds and other securities specified in the agreement
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of purchase ami articles of .issik i.itioii li.ivc l>rin duly . x. . uttil, .lud tin- sums (muI by the

conipauy on account ot inin liasc h.ivr \h; n duly unlors.'d tluTcon or otln-rwist^' a( kuosvli'dginl

to tliL' Stitisfactioa ot till' solii itors or Board of Directors ; also tli.it the I'Xisttiuc and s.if«;

custody of tlioso documents have 1)1 III fully i >Ttiticd ; ascertain l>v api>licatioii to tlir bankers
tile I urrcctncss of any bal.uu i-<. bills or securities lod;.jeil uilli tluiu.

22. Ascertain the correctnr-,s of the ( .ish balaiues, bills, and oth-r securities in hand.

aiKJ take note of every exoptional tr.insactmn.

AUDITOR S CERTIFICATE.

When the .Auditor coin[ilites liis work it is distoni.uy tor him to .itt.i« 1\ a d-rtiticate to

tile Balanc<- Sliei t. There is no si't form prescribed fni this. The following will give .m

idea of what is required in most cases

" I have examined the .ibove B.ilanre Sheet, .md I'loiit .ind Loss .\iMJiiuts. and h.ive

compared them with the books .uid \dii(hers of the roiiiji.my. I hereby c.rtilx' th.it they

are 111 accord therewith, .iml th.it the above Bal.ince Sheet rejMesents .i true .md correct

view of the Company's att.iirs,"

(Sinned) \. B.,

Au'Ulor.

PREPARATION OF BOOKS FOR AN AUDIT.

.As we believe that the m.ijority of studi-nts will be interested in the (irep.ir.ition of books

for ail .\udit, we submit herewith a few directions as to how the books may be placed in

presentable shape.

We will suppose for the piiri)ose of illustrating every (xiint that nnfjlit come up, that

the books are being audited for the first time. It will be necessary for tlie bookkeeper to

have in readiness a list of books used, together with a st.iteiuent as to how they are kept ;

what books are principal, what are auxiliary, how, for instance, his expense items are divided
;

in short an intelligent statement )f the system he has followed in his wdrk.

If tilt; business is conducted under the auspices of a Joint Stock Company the Charter

should be at hantl, together with all books and records, such as Minute Books, Subscription

Lists, Stock Ledgers, etc. If the business is a partnership, the .Articles (jf .Agreement should

be produced. In the matter of the preparation of books it will Ve understood that the

work is to be posted from the different books to the Ledger and from the Ledger a Trial

Balance obtained. This Trial Balance should be further extended into a Balance Sheet

and books closed.

Having thus given the .Auditor a general idea of the business and the system of book-

keeping, and put the books before him as suggested, he is ready to proceed in his examination.

The Cash Book will likely receive his tirst attention. .AH receipts oi Cash will, as far as

P':)ssible, be vouched for by the counterfoils of the Receipt Book. The bookkeeper should,

therefore, have tlie stubs of such books used at hand. The payments of cash are generally

vouched for by cheques drawn payable to order ; the stubs of the cheque books used should,

tlieretore be produced with the cimcelled cheques pasted in. Vouchers should also be pro-

duced in the shape of Receipts, Cancelled Acceptances or Notes, etc. In whatever shape

they appear they should be arranged in order and a reference marked on them to the page

of the book in which the entry ccjncerning them is made. Then the actual balance of cash

on hand should be in shape to produce. If it is all in the bank the Pass Book will prove

its existence ; this will be the better proof if accompanied by the Bank Manager's Certificate

as to the correctness of the balance shown. Sometimes the Pass Book balance and cash
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balances are not in accord by reason o( some cheques issued not having been pres«ntt d or

some deposit not having been made, in suiii cases a reconciliation statement should be made

out by the bookkir j>er for the Auditor's instruction. If a Petty Cash H(H)k is kept the

Auditor does not, as a general nil.', attempt to t luck its items in detail. It should tli> i. tore

be produced with a certificate from some one in authority acknowledging lU (orreilu-ss

as far as expenditure goes. The Auditor then simply checks the additions.

RECONCILIATION STATEMENT.
Sept. aO, 1910.

Balance per Hank Pass Bo<ik S5.4<iO

Outstanding Check No. 145 81 .('<Xl

15(» 4(KI

162 2S0

•' " 171 450

\Ti 200

Balance per Hank Account 3,100

$5,400 $5,400

The examination of the Bills Payable Book will necessitate a list of all bills piiid bring

produced ; these, as before mentioned, should be arranged in ortler and referred to the books

in which the entries are recorded. In the same way the Bills Receivable Book will require

a list of the notes on hand to be produced.

Such are the vouchers necessary in checking the work up to the Trial Balance. In looking

over the Balance Sheet and verifying the existence of Assets, other papers will be required.

Real Estate will be vouched for by the Title Deeds of property, Mercluuidise on hand, by

the Stock Sheets, which should bear the signature of all persons concerned in their preparation,

such as the Stocktaker, Calculator, Checker, and Manager. Investments in stock or debenture

by the stock certificates or bonds, and Plant and Machinery by certified inventory. In

all cases it will be vvell to have the ligure at which these were entered at the beginning of the

year at hand, so that it c;in be ascertained if sufficient was written off the account.

The list of debtors should be prepared on a scpiirate sheet, dividing them under three

headings ; good, bad, or indifferent ; the age of the balances might also be noted. Some-

times the Auditor will require all these balances to be perfectly vouched for by sending out

statements, etc. ; the debtors receiving them to return the same with a certificate as to the

correctness of the same. It might also be well to have a list prepared of contingent or indirect

liabilities such as, for instance, notes discounted and which bear the company's endorsement.

After the Balance Sheet has been proved to be correct, some of the papers and books

first required will again be needed to see that the disposition of the net gain is correctly

made. The Articles of Partnership or Minutes of Meetings will certify as to this po nt,

and in the case of a Joint Stock Company the Dividend Sheet will also be produced.

1 t

Section 39.

COST ACCOUNTING.
The total ct>st of aiiy iiiaimfactured article is made up of three elements

productive labor general expense.

-••ateria!.
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By material is meant the raw material whirh actually goes into the finished pi uiurt.

Ill a chair, for instance, this would consist larRtly of woo<J and paiiu.

By productive labor is mtiint that labor which is directly applud to a givtu article <>r

lot. In making a chair, for nstanr'-. such work as turning the legs, or painting tlie chair

is classed as productive labor.

General expense is that part of the cxjiense incurretl in making an articlf. whitli is not

applied to the article diri;ctly. For instance, tlic men who firt: the boilers, run the engines,

oil the machinery, and so on, are lulling to make »arh :irticlf tiuit is going through tlie

factory, but they arc not working <ni any one article in partuiilar. The same is trui of

the work of sii{ierintendents and matiagi rs who form the official staff. These two simple

illustrations wul servc to bring home the jwjint that evtr\- article manufactured is afcount.iiiie

in some measure for the expense incurred in condiutw.K tiie business. It will also Im dear

that this general expense is diviiled into two i Lissi'S : first, the general eXjvns*' of the factory,

and Second, the exp-nse incurred in conducting the business .uid marketing the |)riKliut,

which may be called the administrative and selling expense. Wlieii these geiier.il exfuases

are reduced to jJercen tages, they are somet'riits s]V)ken of as burdens.

Material plus produttiv. labor gives us book cost. .\dd to the book cost that part of

the general expense known as factory expense', iuid wi have tin factory cost, or prime mst.

Add to this factory cost tlie administrative und sellin:.' expenses, and we liave the actii.il

cost or gross cost. The chart Wf append herewith ni.i. strve to give a bird's eye view of

the prouleni.

Now, it would be hard to conceive of a manufacturing establishment that would not.

in a general way, keep track of the time its men labored. It is absolutely necessary to the
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m.ikiiiK up of tin ii.iy roll and to the projH-r paying of the men on pay day that the exact

time of eiuf: man should be kntrnti. This may \h: takin iti a variety of ways, such as by

havinR till' men rin^ m tmie on a nm.- clock, or put in clucks, .is they pasu into the works.

A.<ain, .iliiKist .uiy ni.inufactuiiuK est.ibli^hment would b.- abl.' to tell from its b<)<)k> th.it

It txJUKht a cert.un quantity of r.iw material, used so mu< h of tin* during the year, and had

.1 certain qii.intity on hand at the end of the ye.ir. Further, we woidd t^Xjx-ct that tin-

books would show in a i;<nir.d w.iy how nuich Ixitli factory and selling expenses amounted

to durint: the year.

Tlu: problem in cost aoounting is to reduce this gtiu'ral information to p.irticul.irs.

That IS. in the matter ot time, for example, it must be known not only how many hours

eai li dav that r.ic li man works, but also the exact articles on which this time is spent. It

nuist be further known not only how mm h material is Ujught and used, but the exact quantity

th.it gots into any particular article. In other words, the problem^ before anyone who

woiihl devise a system of eost accounting are three in number :

(1) How to properly record the time of the men,

(2) How to properly record the amount of material used.

(3) Mow to apjiortion the general expense.

No general plan may be devised which will suit all cases. We intend, however, to illus-

tr.ite a simi*' • system of cost accounting as used in a furniture f.ictory. The system will

give some itlea of how the three problems are solved, and we further hope that it will put

the student in such shajH' that should he read anything along either of these three lines,

he will have a definite ide.i as to the part which the work done plays in a whole system of

cost accounting.

For the plan we intend to illustrate, the following forms and materials are necessary :

(1) T-me tickets.

(2) Material tickets.

(3) Cost sheets.

(4) .\nalysis forms.

(5) Kec.ipitulation forms.

(6) Stores Journal.

(7) Cost Ledger.

Time Ticket.

£ o
No. 101

TIME TICKFT

Name i. Jones

Kate per unit,

2.'h.

Units

Charge to Nature of Service in Detail No. of Units

S.O.—710
C—W.
0.—DCA-1
H.—3

Pieces • Time

10

Q
Dec.

11,

'10 Amount

$2l50



The abbreviation* raa\ !)• pXpUmnl as 'olluus

S. O. 710 Sh"! Onlir Nd. 710 tu. !u:mKi b\ wh'ci tl )ob is kii'>v»-n

C The ihaiartir of «( rk doru Tiiiii i< H i\ .y be work on th«'

iititir -iiich iis will ilway- 1.. vr ti- i-c <ii«iu. .uui whifli is (U*ig-

niitcil by till- Itttii (W), (n it may f>«' work on »>'iiiptliiii({ hkc

it (iriiwing or [latttTn whul nviy do )"i li lun tajw >. anil which,

thcrelori'. ri-aliy hi'oni.s a |'.»rt of th<- pliant iP).

Objeti. In tlii^ cast ilining rh.ins styl' (Ai .unl tlw |>art I—lig.

N Ojx ralion. In llus cas< 3—turning.

So that Wf may gather from tin titktf that ,i workman ">. Joiu- uiio is No. lOl on the

roll, was at work for 10 hour--, luriung 200 duut Uii<. \h is |).ii.! 25c. .in hour, an^i tamed

t2.S0. If any > i- detail is requtrwl it can bt- wnttiu m ihc span ahott-

'

Each w()ririr,.u; IS furnishi"! with a b.^ik of fift\ of th.w tukrts ,
i' 's h.^iufi to him

by the foreman in the morning, iind h.- returns it at night.

If, instead ( ' working all day on onr job, he is at (litt.rcnt jobs, In hil.s out a ticket for

each. If a man is afjsent, the foreman nfKjrts it ..n a leaf taken from his book. If a man

comes iatc ilie foreman, before giving liim his book, marks the hrst ticket accordin-ly.

If the man kavis e^rly, the l.tst \\i^v is filled in accordingly .\t the end of the day tht-

forenuui j<oes over .I'.l ti.c l»«>ks .i.inded in. Hi: tears out all tickets used and stamps ihem

with a tiattnf stai'ip which is Liken as a proof of corn rttiess.

From

MATERIAL CARD

Jt..^-^^ To .,^.., . /.

No. r.

Charge to

S. O.

y /c f/ ' H<r

Object

No.

Quantity

Units

Assumed

t-^O O /^<^.ro

Actual

<$ CO /^A^^r^

Price per Unit

c:2-fs)

Amount

4 C {PC (c.a)

'-W^>

:z_
"T

•

.etiii to

.\~..--

Obji N.

A--^^^c ^.

Rec'd by Date

The material tickets are chiefly used to record all material taken from stores to be used

in manufacture. The same form can be readily adapted to the working of transfers of material
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from one shop to anotlu-r, in ca*- the material taken out for use on one order is found more
than sufficient, and is tlu-retore used on anotlier. The form may also be used to record
the handing over of completed articles by the factory to the warehouse.

The above card shows that wluK- for tiie complete ortler (IW) chairs) 400 leg pieces were
required, vouched for by the foreman, only 300 were taken out on this particular card,
vouched for by the storekeem'r. The cost of tii.se, ;is assessed by the cost clerk, is $6^

It now remains to show how the information report, 'd on these cards is utilized. The
tune tickets may, for the purpose of making up the pay roll, be sorted by the names of the
workmen and entered on the time book. For the direct purpose of detailed cost, however,
these same cards are sorted b>- sh(jp order numb«;rs and entered on the cost sheet. Cards
relating to material are similarly dealt with. Both kinds of cards may then be filed, with
all other cards relating to the sanv^ number, in a pigeon-hole labelled with the shop order
number.

The Time Book may be kept in any of the forms usually adopted, of which the following
will serve as a sample :

Time JULY
ToMl Kate Coft7 f f fO // /*- •^ / i /(i ' 7 f\ y

Regular

Overtime

la /^ la *"

1

)e lO

/ Z-

/a 1 r^

2-

S X c ?

Regular

Overtime

Regular

This Time Book is not so nuuli a necessity in the >ystein a^ the Time Ticket. Its chief
use would be in the office, in making up the piiy roll.

D.MIV COST SHKI. 1. Date

II

71(1

Obiecli

L

Time

45

h.,r

0«t

9iH)

6

(rOe

Shup
Exp'sf Gri>s»

V- Cnsi
per hr.

1 \S> 1 H .\->

Credits

S(l

Net
Vet Cost
Cojt prr Last

Sh--1

Net
Cfret

to

Date

S 1 00

Remarki

11)0 D LliaiT.
l.-i.S.i S.i 1,1 50 Chairs

712 iOO k nil .SO; .iO I.SdOd LSI l.SO

complete

7l.i I.IHIO K l.SO .<< 11)11 .'=i:0(; 4,So SHSO
-';50i .i7. 9,(00 l.suoo

i
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As will be readily Sfcii, th-- purpose of this sh.'ct ib t.. g.ithi-r from duy lo day all figures
relating to labor, material, ,uid factory .."xpnnses on thr diffL-renl ordtTs going through the
factory. On the particular order that we iiave been tracing it will be seen that on this day
45 liours' time had b<;en put on the oider at a cost of $9. and that material used
had cost $6. The general expeiis.-. m so far as it relates to the factory, amount.'d
to $1.35, making a total for this day of $16.35. Fn)m this amount tiu'ie is taken 50c..
possibly a credit for some material charged to the ord.-r and not bei ig needed tr;uisferred
to order No. 712. The net cost is then addeil to what th.- previous s ie,-t showed and this
brings the total down to date to $51. It is noted tiuit on this day 50 chairs, out of the
complete order, have been finished.

The question of how the general expt;nses ar.: to be charged to tiie different orders is

a much .lebated one. We have h.iv illustr.it.d a plan of charging them on tiie basis of labor
time. Thus, if the factory employ 60 men, ,icii workiiif; ten hours ,i day, the total labor
time is 600 hours. If the expenses are $18 a day. ilie ciiarge to eacli ord»-r is 3c. an hour
of actual labor performed upon it. Another virw .uui one that lias, periiaps, the siuiction
of more recent .luthorities, is tiiat tin expense should h- distributed in the proportion that
the amount of eXjX'nses b.ars to the amount ot labor, liuis the sum of the expenses for a
month is $8,000. The productive labor jiay roll for the month is $10,000. By dividing
the expense by the lalx.r, we lind tliat the expense is 80% of the labor. This 80% constitutes
the factory burden. If. theiefoir. an articl.' had $100 of labor expended ujK)n it. th.- amount
to be added to the .irtule for factory burden would be 80% of $100 or $80.

The peicent;ige to b,- added to factory cost lor administrative and selling exixnse in ord.r
to arrive at the total cost, is found in th. s;im. way, that is. by dividing the amount of this
administrative and selling expense by the amount of pioductiv.- labor. These burdens
should be figured one- a month, and it may be ad.led that nsulls all round will be much
more reliable if the factory is nin at a uniform capacity. 12 months m the year.

When any order is completed, the <.,uds corresponding to it are taken out of the pigeon-
hole file, and an analysis is made of the cost in detail. Th.- loljowing forms >liow an analysis-

of labor and material for Shop Order No. 710 :

ANALYSIS OF MATERIAL EXPENDED ON SHOP ORDER No. 7 / ^.

Chirjed lo
.\j;ite g'.a.ilil, (r.a Price

p«r I'dit
Co»i Kern^rk*C o N

,9

/2

1r

fl-

ip

r

7

-9

?>

'->

or

yjr-

f^^ /S

•

1 ...
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' L

iP

~T*

ANALYSIS OF LABOR PERFORMED ON SHOP ORDER No. 1/c.

bi«j.<l lo RaitpwUnil No. ol Unit. Coilli;;;; T»t.l iv... 1

—
S«rv»c« c

a

N t c. Pm. Tiitu %

2

c. % C Kemarhi

»»

3- 2J-

2 <-

tA *tf/ 1

Z-

3

< i

< <-

c ej- J-Z^^^^.:^,...,^

A /.f .' 'jT

"
'7i /cr ''/ .^.^

1

> 1

i

i

"7/

\

,-

V

C£
A* ^ 7r

RECAPITULATED ANALYSIS OF COST OF SHOP ORDER No. 7 / C

lUMn^ Dari Worked Cturfnl 1.-

P W TOMI "-
1

WoA

//k«».A<«1j^«- ^t-^.^iM^. /- '7 /f / ^4 C tj- J*< Cs- vo 7"^fj^ ^y^.;,^vi^.y
^ f 7-9 i

7 S/ ^^ yr / o z c^

From these pajx-rs it wiiJ be sten that for this order special torms had to be made, the
Tnaten.d {or which cost 75c. and the labor $6.05. These figures, together with 51c. for
factory burden, brings the charge to pliuit to $7.31. The actual labor and material on
100 ch.urs alone amounts to $94.78, or roundly 95c. apiece. The use of this information
IS easily understood. Suppose, for instance, that the maximum price at which a chair of
this kind can be sold is $1.00. Unless the cost can be reduced, the manufacture of this chair
cannot be continued. Five cents margin is not enough to allow for administrative and
selling expens<;s, .md liave a profit. If a reduction of cost is attempted, it can be done
intelligently, as the analysis sheets show just what each operation cost and also the cost
of each piece of material. Such information is also of great value in furnishing ready answers
to scores of questions concerning manufacturing, which are likely to be asked, and also in

putting the office in shape to intelligently estimate on orders of a similar nature.
It now remains to bo seen how the factory accounts are comiected with the commercial

I
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books. Considering material hrst, \vc ftnd that, as bougiit, it is ent.nd in the usual vui)'

to the debit of Stores or Material Account in the General Ledger, in much the same way
that we would debit Merchandise Account in the books of a tradini,' concern. These stores, are

then handed over to the care of a store-keeper, who issues them only on proper requisition

by material card. To keep track of wliat he receives and gives out, the store-keeper would

need a Stores or Material Journal. This is kept on much the same plan that a Cash book
is kept. On the debit side will be found stores received, while on the credit side will be found

a record of all stores issued, if kept on the columnar plan, as below illustrated, the work

of recording will be much facilitated.

The store-keeper also keeps a Stores or Material Ledscr. In this Ledger accounts are

opened for all the different stores handled. The debit of each account will show the ^tores

received, while the credit will show the stores given out. The sum of the baliinc,-^ will

show the quantity of material on hand at any time, subject, of course, to a percentat,e for

shrinkage or waste For direct costing pi'rposes, however, this Stores Journal is required

in making up the Cost Ledger. This Ledger contains accounts for all shop orders or contracts

that are going through the factory. Each order or contract is debited Vv.th the aniount ot

material taken out of stores for use on it. To balance these individual debits, we may, at

the end of, say, each month, carry the total of material issued to the (ledit f a Gcner-\!

Ledger Adjustment Account in the Cost Ledger. Expres. d 'i Journal entry form, this

would appear iis follows :

Shop order 710 §50

Shop order 711 75

Shop order 712 80

General Ledger Adjustment Account §205

To get this detailed information of the Cost Ledger summarized in the General Ledger,

we make an entry as follows

:

Cost Ledger Accoimt S205

Stores Account $205

Anyone who has carefuUy studied the principle of self-balancing Ledgers, as before

illustrated in this work, will understand the idea of these entries. We may note in passing

that the Stores Account in the General Ledger must, b\' this plan, show as a 'naluice the

value of stores on hand. This account, therefore, serves as a check on the store-keeper's

Ledger.

Wages learned will be haniUed in much the same way that material is dealt wnli. The

entry for the C- ,t Ledger will be as follows :

Shop order 710 S70

Shop order 711 95

Shop order 712 100

Genera! Ledger Adjustment Account S265

In the General Ledger the following entry is made

:

Cost Ledger Account $265

Wages $265

When wages earned are actually paid, according to the pay roll, the cost accounts are

not affected. The entry for the General Ledger as passed through Cash Book is :

Wages $2&S

Cash $265
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Note ttiat the Wages Account is thus balanced but the cli.irgf for this item still reiinius

in the debit to Cost Ledger Account.

The entry for factory expenses follows the same plan, .ind foi the Cost Ledger ma\ be

illustrated as follows

:

Siiop order 710 $14
Shop order 711 19

Shop order 712 20
General Ledger Adjustment Account $53

The General Ledger entry would be :

Cost Ledger Account $53
Factory expense;- «-,S3

As the different items of factory expense are paid, the respective accounts are chariot d.

(See chart.)

These accounts are clostd into Factory Expense Account, which, like Wagei Account,
would then disappear, but the charge still remains in the debit to Cost Ledger Account.

When orders are completed and turned over by the factory to the warehouse, an i iiTr\

is made in the Cost Ledger as follows

General Ledger Adjustment .^ccoul.t $134

Shop order 710 $134

At the same time entry is made in the General Ledger as follows ;

Manufactured stock $134

Cost Ledger Account $134

The object of these entries is to clear the Cost Ledger of accounts concerning orders oi

contracts that are completed and delivered to the warehouse . ready for sale or shipment.

It wiU be noted, also, that the General Ledger Adjustment Account in the Cost Ledger,

and the corresponding account in the General Ledger, viz. : the Cost Ledger Account
will show as a balance the cost to date of all goods in the process of manufacture. The
Manufactured Stock Account is charged with the factorj- tost of completed goods.

This Manufactured Stock Account must be increased by the amount of administrative

and selling expenses to bring the factory cost up to the actual cost. As this is a matter

that does not concern the factory, the entry is made in the General Ledger only, as follows :

Manufactured Stock Account $35

Administrative and selhng expenses $35

The various accounts included in administrative and selling expenses (see chart) will,

as in tile case of factor}' expense, be closed into this General Account. When goods are

sold, an entr>- is made in the General Ledger :is follows

:

Cash $200

Manufactured stock $200

From the Manufactured Stock we are thus able to get at the Net Profit and to do so

with the assurance that, in ev< ry case of s;de, the transaction is based on an intelligent estimate

of the complete cost of the article sold
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BRANCH ACCOUNTS.

4A hu>iin>s hiiviun (iiu- ov iiioi;. hraiuiies may iiKorpoiatf tlu' results of the Hram h trans-
a< tiims into thv Head Orti.c Ixi.iks hytlu appliiatioii of tin- pniKiplc of Adjustment atrounts.
as fxplamcd m swtion ;«i, I'hc arcounts of a i)usincss niay \)r kept m any number of stparatu
LfdK.rs, rcgardltss of wIk llicr tliese Icilgcrs iivv all kept at one place or a nuniher of places
called P.ran< lies. Hacli liran. Ii shuuid have the lu ces^ary Ix.oks to keep a complete record
of its own transaction-, ju>t as if it \w\v an entirely separate Imsiness. A special Adjustment
acc(.unt would he opiiied 111 the Head Office Ledf,'er, eall.'d "

Hraiicli Account."
Whenever cash or goods are sent by Head Otiti.r to the Mranch, an entry should he made
m the Head Otitice Looks cluiiKinK tli. IJrancli jiist as if it were a customer, and a corres-
ponding entry in the Hraiirh hooks crediting Head Office in the same manner as if it were an
ordinary

< r. ditor. At the end of thi> year, or any other given period, the Profit or Loss on
the Hran< h would lie drt-rmiiied from the Branch hooks in the same way as if it were a
separate husiiiess

;
if a Profit lie shown. Profit and L( ss ac.ount should he debited and

Head Offi, e account credited for the amount in the Hranch books, and vice v.'rsa if there
be a Loss. Conversely in tlie Head Offi. e books, the Hranch account woukl be debited and
Profit and Loss account credited if there be a Profit, and vice versa if a Loss. After the
foregoing entry has been mad<' the balance of Head Office account m the Hranch Ledger,
and the balance of Hram h a<( ount in the Head Office Ledg.r, will eat h represent the net
Assets of the Hranch, whu h of course belong to Head Office, and will therefore appear as a
Liability in the Hran< h Balance Sheet. The following entries are shown post.^l to both
ledgers for the purpose of illustrating the explanations given above :—

Jan. L The Toronto Veast Co. sent t(j its Winnipeg Hranch, Goods invoiced at SI,000
and Cash S'Mn).

Feb. L Goods valued at S'l.'M) were sent to the Branch, and a remittance of $500 cash
was received from it.

JLar. 1. Goods valued at $l,5(K)were sent to the Hranch, and a Cash remittance of

$L2(K) leceivd from it.

Mar. M. The P.ran, h sent Head Office a Balance Sheet for the quarter ending March 3lst,

from whic h the following particulars a; taken ;
—

Goods on Hantl S2,S,iO

Cash on Hand 200

.Accouni., Receivable 1,300

Total Sales 2,900

Net Profit H50

The foregoing transa, tions would be passed through the Head Office books in the usual
way, whuh for convenience we show iielow in simple Journal form :—

Jan. 1. WmniiH'g lir.uieh
Sl,3()()

T" *'""<'- $1,000

* ''^'' 300
Feb. 1 .

Winnipeg Hraiu h j2 300
T" <'<><«1> $2:M)

^"^^''
S 5(M»

To Winnipeg Branch § 5y,;

-Mar. 1. Winnipeg Branch §1 5(X)

1 o Goods ^1 ^i)j\
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Mar. 1. Casli $l.'JtM»

To \Vimii]M(; MiMti. h SI '3m»

'M Wituiipi(j; Hraiii li $ tj5o

To IVi(ht and L(j^^ $ ti.So

Till' Hciiil Offii f I-til);t r fur tin .iImp\c puiinal i iitn> ~ ii^iilt- m ti'llowin^' Tii.il Halaiii ( :
-

Hi \i> Oi lit i: Tkiai Mai am i:

\\ iiinipcL.' Hraii( li

(Icioils

('a>li

Profit ami I,(»s .

S4,(t5(i

I.flMI

?»S(M»

h.-)(>

SS,45() S.>,4S0

Tlio Hranch Journal tor llic fort f^.iiii;^' iran^ iiioii- i- lit it j^ncii ;

-

HkAM H JdlKNAI .

Jan. 1. (;.io(ls SI.<)(H>

ra>li MX)

To Head Office SI.;<(H)

I'Vh. 1. (looils S'2,;<(K>

To Hi ad Otfi.f S'.'UlHt

Head Oft'nf $ .S(M)

Tt) Ca^h S 5(H)

Mar. 1. ("lootls SI..SIM)

To Heat! (Hfiif Sl,S(Hi

Heail Ofitiff S1,2(XI

To t"a>li Jl ,'2(H)

.Mar. 31. Profit and Lo>s StioO

To Head Of'fitf S(vS()

These when posted woultl fjive a I.etlt;er of wluili the following would lie the Tria' Halaiuf ;

Hran( II Tkiai. 1!.\i.ance.

Hi ad Ofiftee S4,(»5U

(ioods S4.8fHi

Cash 1, 4(H)

Profit aiul Lo» (i3()

SS,4,S0 SS.4.S0

It will thus be seen that, so far as transartions Ixtwei ii thf P)rant h and He atl Oltiee an-

et'iuenud, the entries in '>oth ledgers are the same, hut on ti])po>itf >iili--. " Heail Offui-
"

aiiiiunt in the Hraneh !',tiok> eorrespoiiilinf,' to "Winnipeg P>rant h " .iit.Jiiut in ilu Hi ad

Offiee Kooks. But in ailtlition tti its transai tion> with Heatl Offnc the Hraiit li \m,u1i1 havi to

reeord those with its tUstomer>, whieh have alreadx' lieeii mdn ateil m tin partit ular> j,;i\i i;

miller date of Mar. 'M>t, in Tin- lir t ])ai1 of thi> lesson, ami wnulil lie jouni.ilizetl as fiilliiw> ;
—

Cash Sl.ftHi

.•\iTouiits Rtti ivabli .... 1,;<(H)

Tt) GtHids S2,9(M)

Ciooii-.
, , ,

, ? ti5n

To Profit jkI 1.II-- 650
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After thisf tntiKs Iwve l.oen posted, the diff.roiur b.tw.cii the two mcKs (jf Goods

Ac. ouiit will correspond with t'le value of the unsold goods $2,550 The complete Bran. Ii

Tiial lialance then appeals as follows ;
-

Hka- i 11 Iriai. Hai an< e.

Head Otfi. <

Good^,

Cash

Accounts Ri ceivali!

$4,050

$2,550

2(H)

1,;<(NI

34,0.50 $4,0,50

Head Offi(c would aI.->o lia\e tranr>acti<jns with the geiinal puhlic, iMiie of whii h ii.is,^

l)een incorporated in the Head Office Trial Balance siiowii on a previous page. We will
assume these to be such as would have produced the following Trial Balance if they had Iwen
posted to the Head Office Ledger along with its Branch transactions :—

Head Office Trial Balance.
Capital

$13,3,50

^'l^^^
S9,4(X)

Winnipeg Bram li 4,050
Goods 3 50,)

Accounts Receival)K
1 200

Payal>l^' 4,800

$18,150 $18,150

In order to show the standing of the entire business, a> well as each part of it. th.' Head
Otfi. e and Winnipeg Trial Balances may be combined as shown below ;—

'•I

THE TORONTO YEAST CO.

Trial Balance March 31st, 19.

.

Heau OFFirE

ill >

Capital

Cash $9,400

Winnipeg Branch . . 4,050

Goods 3,0WJ

Accounts Rec 1,200

Accounts Pay

Head Office

313,3.50

4,800

Winnipeg

200
i

2..S50
j

1,300

4,0,50

COMBI VED

13,350

9,600

4,0.50

6,a50

2,500

4,800

4,050

$18,150 $18,150 $4,0.50
} $4,0.50 $22,2(X) $22,200

By comparing the Ifeatl OHice Trial Balance with that of tJie Branch it will be seen that
Winnipeg Branch Account " in the forme'- shows ar As.set of $4,0.50. This really consists

of the Net Assets of the Branch, as per Winnipeg Trial Balance, in which it also appears as
a liability in favor of Head Office.
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As a gtiit-ral ml,. Purchases from .mt>i.l,. tuin. l,,f thr Bnin. Ii .if -itl.,! tlinmgli Hr.i.l
Offic,., althougli K,M,.U may h,. .hipp,.! .l.nrf to tl..' Hr.m. h. In mi. h .mm, tlu- Hran.h
w.nil.l rcfiv th.' Iiu.)i..s an.l O.K. th,.m ,m,l f..rwa..' tli.n. p,w„li. .Ilv |.. II.,M Ofli,.'
at the sami- time rhargmf; Goods A.rouiit .in.l nrdnmn H..ul Offi.,, v.lul. tli. Il.u.i OlFi.

.'

would ,l,.|„t th- Hranch an.l ,Tf<lit th,. mIKt. T . ilhistrate thi, «.• ^n; |,..|.,w th.- .utri, s
t.. Ix. i.ass.d throiiqh iM.th the Hranch and H.ad ()lh... hooks f.., tl,.. „,l|o\vin^ puuha.. ,

made hy the Branch aini aft.rwnrds reported t. Ilca.l ()m<-e --

From Ja>. Watson & Co 5 ,^,

Alex, (ireen & Son
I Ig

Drahain's Limited jyo

$47«
Hkan. a JinKN.vi

,

<^"'«1'^
$478

To Iha.l Olhiv
^^y^^

HeAI' I IlllCt; Joi KNAI..

Winiupog Branch 5473
To Jas. Watson & Co

j j^,

Alex. Green & Son
j jy

Graham's Limited 3qq

In iraiiy cases th.> Hran.h is requin.l t.. ivmit all cash R,., ijjts t.. II. ..d ( Uti. . ulu, h m
Its turn makes all payments. Statements w,,uld !..• ^ent regularly t.. H.ad Ollice in whose
book.-, a Ca^h tiai> would lie made debiting the Branch for dishurs.ni.-nts made on its account
and crediting it for remittances mvived from it. The Bran.h w..uld i,a>s all Ca.h entries
through Its l)o<)ks in the same manner as if it veie not a Branch at all. hut would al.o have to
dehit Head Office Account for Remittaii.es t.) Head Office, and credit it for Ca>h rex-eived
therefrom. Instead of actually sending th-- Gross Ko eipts and nn-eiving th-- ne.^essary
amount for Gross Disi,nrs<.m.nts, Mttl.-m.nt is freciuentlv made l>v sending a .h.ci -, either
way for the diffii.>n.-e.




