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Accounting Procedure for

Cooperative Grain Elevators

Part 1

Outline of Procedure

HIS pﬁi)lic&tit;n is prepared for bookkeepers in local cooperative

grain elevators, It sets forth in detail a method of bookkeeping
procedure that may bs followed in operating accounting systems of
local elevator companies and indicates a plan of accounting which will
provide the type of information needed by officials in formulating
administrative and operating policies.

It is composed largely of a classification of accounts needed by local
elevators and o definition of the items that may logically be assigned
as debits and credits to these aceounts.

In pointing out the necessary bookkeeping procedure it is also a
guide in the operation of the accounts indicated and in closing and
reopening the books at the end and beginning of fiscal periods.

Value of Adequate Accounting

N a business organization, administrative and operating policies are

plans to accomplish expected results, and wise action depends
largely upon recorded facts of past performances. Consequently
detailed analyses of the various material factors influencing past
operating results should be a valuabls aid in the development of plans
for the future. Such snalyses, however, are possible only if complete
information can be readily obtained from the records.

Therefore, sound business -policies eomprehend a detailed record
of all transactions that set forth accurately the resalts obtained from
the principal functions of the enterprise. From these recorded facts
the executive and administrative officials can easily determine any

1



2 FARM CREDIT ADMINISTRATION

wenknesses and who or what is responsible for them. These data in
turn may be used as a basis for comparisons with recognized standards
of performance by which those responsible may more accurately deter-
mine the present status and the future possibilities of the business and
decide a course of action.

The value of complete records, however, is limited o the knowledge
officials have of the principles involved in the preparation of the records
and the real meaning of the facts revealed. Obviously the records
themselves will not set in motion a schems of operation or a method
of correcting past mistakes, but it is worth while to repeat that from a
material standpoint they are the best sources of evidence by which
s measurement of efficiency is provided. Actually their real value
lies in the detailed and accurate information they make available,
which may be used as s basis for administrative action by those respon-
sible for operating policies and results. Any important variation in
functional or unit results obtained in one period as compared with
another must come from some definite causes, and the material
factors can be explained only by a complete record of the facts.

In Management

Carefully formulated administrative and operating policies are
essential and should not be ignored, but success in local elevator
operations usually depends largely upon the ingenuity of one man—
the manager. Results accomplished are generally & reflection of his
ability and efficiency. Only through a well-developed accounting
system, suitable to the needs of his particular enterprise, can a manager
operate intelligently and keep himself accurately informed of the
financial and operating status of his organization. The responsibil-
ities and duties of his office cannot be fulfilled unless he is accurately
informed of all phases of transactions that have & bearing on the
success or failure of.the undertaking.

Obviously a manager, who is willing to do extra bookkeeping to keep
himself and his organization well and currently informed, has & keener
interestin the success of the enterprise and is better equipped to achieve
satisfactory results than one who does not have this information
until the season is over and the annual audit made.

In Successful Operation

Observations, based on many contacts with local farmers’ eleva-
tors, indicate that successful operation is usually associated with
adequate accounting. While keeping records is no assurance of suc-
cess, certainly the efficiency of management and the trends in operat-
ing results can be more accurately determined where the records
currently reveal all the details of business transactions. On the
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other hand, it is difficult to determine the true conditions or definitely
place responsibility if the records are incomplete.

Although it is not specifically shown in the oufline how accounting
records may reveal inefficiency in elevator operations, the discussion
of accounting principles emphasizes the importence and adequacy of
records as a means to this end. The fact is that comparative state-
ments of properly classified operating and financial data do provide
valuable information concerning the efficiency and progress of eny
business, and such statements are possible only when complete
records are available.

Audit Policy

IT is generally granted that a sound accounting policy provides for
detailed sudits of the company's books. Ths value of such sudits
lies not only in the picture of proven current operating and financial
facts presented but also in their probable psychological effect in check-
ing and preventing dishonesty. Figuratively speaking, it can well be
said that the cost of an audit should be looked upon as an investment
rather than an expense.

The frequency of the audit is determined somewhat by the volume
of business and the number of activities engaged in by the business
enterprise. Ordinarily an audit at the closs of a fiscal period, usually
12 months, meets the needs of most local elevators. An outside and
preferably a disinterested agency should be employed to perform this
function.

Upon receipt of the audit report, the board of directors should
carefully study the information contsined therein. If any worth-
while improvements and corrections are suggested, s course of action
should be promptly planned to bring about any desirable and needed
changes. There is contained in an audit, furthermore, vital informa-
tion about which no special comments are made by the auditor, This
lack of special comment does not relieve officials of the responsibility
of analyzing the financial and operating data to ascertain their sig-
pificance in relation to the business and performance of management.

The audit report should include at least:

(1) A balance sheet, showing the true assets and liabilities of the
corporation;

(2) An operating statement for the fiscal period under review, which
shows the cost of and income from sales and the gross income or loss
from each of the eommodities handled during the period; and the gross
income from each of the various services;

(3) An itemized statement of all expenses for the period under
review;
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(4) A statement of the market position of the elevator in all grains
at the close of the fiscal period;

(5) A statement of outstanding storage tickets at the close of the
period;

(6) A statement of weights and quantities of commodities received
and accounted for, showing overages and shortages in each commodity
handled; and

(7} A certified statement of inventories.

Need for Double Entry Records

OMPLETE sand systematic use of double entry records, that is,

a system of accounting records requiritl a credit entry for every
debit entry and vice versa, is generally recognized as an essential
function in conducting & business enferprise, large or small. Those
business organizations whose bookkeeping records and operating
practices are subject to inspection and regulation under Stafe and
Federal laws have a special need for adequate accounting records.
This applies particularly to farmers’ cooperative elevators becauss of
laws pertaining to their operating practices and income; for example,
the requirements for Federal income-tax exemption specify that a
majority or all of their business must be with members and that cer-
tain provisions for distributing net income must be followed.

In a number of the important grain producing States it is a legal
requirement that any local elevator accepting grain for storage shall
keep certain records and submit reports of its operations. In some
cases the laws preseribs the exact manner in which the local elevator
must record its receipts of local grain even though the grain may not
be placed in storage.

Financing institutions genemﬁy insist on the submission of financial
and operating statements by grain marketing organizations to which
they make Joans. Under such circumstances, maintaining a complets
set of records is of particular coneern to iecaI elevators, especially the
bona fide cooperatives.

Accounting Forms Available

INADEQ%’ATE bookkeeping by many farmers’ elevators is not due
to a scarcity of forms for such purposes. From the point of view
of availability, no elevator should be without a single accounting form

which it may need. A large variety of forms is available and some
printing companies have developed and published complete account-
ing systems with, in a limited way, instructions outlining the neces-
sary bookkeeping procedure. In their catalogs of forms some of
these companies invite suggestions for other forms that may be
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needed in & particular case and give assurances of their ability to make
new forms available on reasonably short notice.

It would appear, therefore, that all accounting forms needed are
available, and installation of an accounting system is dependent only
upon the ability and bookkeeping knowledge of employses and the
desires of the elevator companies.

Accounting Practices and Problems

IT CAN be said that most farmers’ elevators keep some kind of
record of their business transactions, Observations made in &
recent study of these organizations, however, reveal that while many
 have complete accounting systems properly kept and used, a large
pumber are without adequate records and some have nothing
approaching & systematized set of books.

Managers of local elevators, on whom generally falls the responsi-
bility of keeping the records, usually are not trained bookkeepers and
quite frequently are reluctant or too busy to devote the time and
effort that is required to learn to operate a complete set of books.

Under such eircumstances, & forced conclusion is that systems now
available may seem complicated to the average elevator manager
merely because of his limited training in accounting principles and
bookkeeping. If this is true, the prime fask of interested agencies
is to outline in detail and clarify by explanafion the bookkeeping
mechanics involved in the operation of an accounting system for local
elevators which may be applied in operating any system now available,
A corollary to successful accomplishment, however, is that the
manager or bookkeeper must have some understanding of accounting-
principles and procedure.

Thus the problem is not that of developing an accounting system,
but one of classifying the accounts needed and explaining in detail
how they are operated. This should result in a clear outline of the
necessary bookkeeping procedure and the sccounting principles
involved.

In keeping with the objective set forth above, the major part of this
publication is largely a classification of accounts and the bookkeeping
mechanics involved in their operation. While the material presented
probably could be'used as a basis in developing an accounting system
suitable to the needs of local elevators, it is offered primarily as a guide
in operating systems in use or available and in preparing statements.
Anocther purpose of the publication is to emphasize the importance of
adequate accounting as the best material means of accurately determin-
ing operating results and of measuring the efficiency of management.

In all eases the adequacy of an accounting system to the needs of
a particular business depends upon iis construction and operation.
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Most local elevators do not need an elaborate system, but it should
be designed to produce the facts in sufficient detail to serve their
particular needs. From a practical standpoint, expansion, not only
in the number of records but in the classification of accounts, is largely
determined and limited by volume of business and the number and
type of functions performed by local elevators.

The accounting systems for elevators now available, if fully in-
stalled and properly operated, should meet the needs in this field.
These systems differ in arrangement, and because of the need for
more or less detail, one msy be more suitable than another in a
particular case. But from an accounting standpoint, if properly
operated, each would in the end provide the desired information.
Therefore, the bookkeeping procedure cutlined here is to improve
the current accounting practices rather than the systems used.

The intention is to arrange the material, as nearly as possible, in
the form and manner most easily understood and to give real assist-
ance in carrying out the principles of double entry bookkeeping with-
out regard to a particular system. A general use of cross reference in
explaining the operations of the different accounts should forestall
any possible confusion. A number of accounts listed are not common
to all local elevators but they are shown in case they may be needed.

Whilé the indicated classification of accountis and journal column
headings mey not be exactly the same as those used by many local
elevators, that possibility should not materially affect the principles of
bookkeeping procedure suggested in their operation which is believed to
be sound, and, if carried out, will produce accurste and desirsble
information.

Accounting Forms and Records

ACOMPLETE accounting system for local elevators may include
numerous primary forms and records, books of original entry;
the journal and its subdivisions, books of account; the general ledger
and its subdivisions, and forms used in taking trial balances and in
preparing operating and financial statements. The type and num-
ber of records needed in any given case is determined largely by
the variety of functions performed, volume of business and the
detailed information desired by administrative officials. In no case,
however, can the system be cousidered adequate without some of
the primary forms, a journal or journals and the ledgers. In the
following chapters, a list and description is given of various forms
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and books that may be needed by locsal elevators, the extent of need
depending upon the activities of the particular enterprise. All forms
illustrated and the bookkegping procedure indicated in their opera-
tion are based on the classification of accounts and their operation as
. outlined in the Manual of Accounts presented in part II of this
publication. ’

Primary Forms and Records

There are numercus printed forms available to local grain elevators
for use as original records of business transactions. Some of these
are of prime importance in maintaining a ready reference file of the
dstails of all such transactions that bave taken place. A record of
the principal elements of these transactions is particularly important
in the event of a dispute, as evidence in filing end prosecuting claims,
locating possible errors, and when a detailed audit is needed.

The belief is that too many elevators are not using such records
to the extent that they should. It is important that some of these
forms be recopnized ss essential and necessary parts of the account-
ing system and used in all cases where they serve a practical purpose.
In the absence of their use no elevator can consider its records com-
plete. The variety of forms needed is dstermined by the diversity
of functions of the enterprise and practically all types are readily
available. The following is & list and description of forms most
needed, many of which may act as originsl records for journalizing
purposes,

1. Scale ficket —This form is used in recording the details con-
nected with receiving and buying local grain. They are usually
printed in duplicate, the original going to the patron and the duplicate
retained by the issuing agent.

Space is provided on the scale ticket for recording the name of the
owner, driver, and weigher, the details as to kind of grain, grade,
weights, bushels, tare and dockage, and price per bushel, also check
number, storage ticket number, and on some for gross amount, deduc-
tions, and net amount paid to patron. It is not suggested that such
detail is always essential or desirable but frequently the details are
required under State laws. Ii can be assurmed that some of it is
provided to facilitate auditing of the records.

Often, because of legal requirements, scale tickets assume the im-
portance of permanent records and in such cases bscome necessary
adjuncts to the accounting system of & loecal elevator. Regardless of
legal requirements, however, it ia generally good accounting practice
to issue & scale ticket for each load of grain received and to retain a
duplicate or stub as part of the current year's records.

It is & law in some States that, when grain is received into a local
public warehouse, & uniform scale ticket shall be issued for each load,
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the original to be given to the person delivering the graid and a dupli-
cate to remain at the elevator as a permanent record. Other legal
requirements are that “such tickets shall state specifically whether
the grain 1s received on coutract, for storage or for shipment on con-
signment, or sold. If such grain is received on contract or sold, the
price shall be indicated on such ticket. All such tickets shall be
signed by the warehouseman, or his agent or manager.”

A scale ticket is not a receipt or certificate of ownership. It is
evidence only that the grain has been weighed and graded by the agent
of the elevator. Printed on the face of some tickets is the statement:
“This is a memorandum nonnegotiable, possession of which does not
signify that settlement has or has not been consummated.” On
others: ““This certificate is not a storage ticket and is not negotiable.
It should be presented on day of issue for a lawful storage ticket or cash
check.” These or somewhat similar statements are required under the
laws of some States. In certain States it is mandatory that the owner
of the grain either obtain a storage ticket or sell the grain on day of
issue of scale ticket.

Practically sall types of scale tickets are obtainable from various
printing companies that specialize in elevator accounting forms.

2. Storage tickef.—Under some State laws it is required that upon
delivery of grain for storage a legal warehouse storage receipt shall be
issued to the owner or his agent, which shall state the place and date
the grain was received, the name of the owner, the kind and grade, ac-
cording to the official terms established by the State board of grain
appeals or by the Secretary of Agriculture of the United States, and
the gross weight, dockage, and net weight of the grain as per the State’s
standard weight. In many cases such requirements make it necessary
to issue separate tickets for each grade.

The storage ticket is a legal receipt for grain actuslly received into
the elevator and placed in storage. It is legal evidence of a liability
on the part of the elevator and is usually a negotiable instrument.
Local elevators that store grain for their patrons operate as public
warehouses under a license granted by the State. They must give
bond equal to the value of grain in storage and are subjected to some
supervision by the agency authorized to issue the license.

The face of the storage ticket, unless it is a combination storage
and scale ticket, provides space only for recording kind of grain, grade,
and the details of weights, bushels, and dockage. The back provides
for recording the details of price, amount and deductions, the amount
paid and date of consummation of the contract, and is also a form of
receipt of payment. In signing the receipt the owner expressly states
the conditions of his ownership of the grain, that it is free of liens,
chattel mortgages, ete.
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The combination storage and scale ticket provides for the additional
information recorded on an ordinary scale ticket.

On the face of the grain storage ticket is printed, and is required by
some State laws, the conditions under which the grain is received into
storage. These conditions vary somewhat in kesping with the various
State laws regulating storage grain operations, but in each case are
based upon laws of the particular State in which the elevator is located.

Regulations pertaining to grainstorage operations are usually specific
and strict in most States having such regulations. For that reason a
careful recording of storage receipts is necessary on the part of the local
elevator. In fact, the laws of some States preseribe the methods by
which such transactions shall be recorded, even spaeifying the types of
records, and make it mandatory that these records be kept intact at
the elevator for a period of time and always available for inspection by
authorized agencies.

3. Grain check.—In the purchase of grain, many elevators prefer
to use specially printed bank checks. )

Some checks, as well as the stub or duplicate, are designed for record-

ing the details of kind, grade, quantity, and price of the grain and scale
ticket number, storage ticket number, or both; wheresas on others pro-
vision is made for this information only on the check stub.
. A further division of these checks is one series for cash prain pur-
chases, and another for stored grain purchases, The classification is
printed on each. Where an accounting system provides separate ac-
counts for the purchases of cash and stored grains, it is probably advis-
sble or at least desirable to maintain an unbroken series of checks for
each,

When grain cperations of the local elevator are financed by an out-
side agency, a specially printed check or draft is often used.

From an accounting standpoint, specially printed checks, elthough
desirable, are not necessary unless required by financing agencies. An
ordinary bank check can and does in many cases answer all purposes.

4. Other checks.—Some elevators have specially printed expense
checks whereas others use ordinary checks provided by the local bank
for this purpose. On the special checks the principal items of expense
are printed on the stub and opposite each item is space for the amount.
Speciul checks are also used sometimes in payment of invoices for cer-
tain kinds of merchandise handled as side lines. Many elevators,
however, use an ordinary form of check in payment for all purchases,
including purchases of grain.

Rega.rdles of the form of check used, recerdmg the transactions on
the various records is in no way affected. Special checks and check
stubs are used to facilitate bookkeeping and auditing and to provide
& detailed record of the original transactions.
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5. Sales ticket.—The sales ticket used by the elevator is in some
cases 8 combination of seale and sales ticket and is devided to record
both cash and credit or charge sales for any commodity, including local
sales of grain. In other cases separate forms sre used for the prineipal
commodities handled. Special tickets are frequently used for eoal.

8. Assembling sheet —This is a recapitulation or summary sheet
of acale tickets and is used where many loads are delivered by a patron ..
on the same day and where settlement is deferred until a specified
delivery is completed.

Scale tickets, however, are issued for each load. The use of this
form where price has been agreed upon or where much of the grain
is of uniform grade permits one calculation in settlement of many
scale tickets, and in that form is used as a settlement sheet with
patrons. '

These forms can be obtained in duplicate or in bound books, a
pege reserved for each patron. Space is provided for listing each
seale ticket by number and the details as to kind of grain, grades,
weights, bushels, and dockage of each load and the names of the
drivers. In the grand total provision is made for bushels and dockage
and, where the grain is stored, price per bushel, amount paid o patron,
check and storage ticket numbers.

7. Record of grain delivered.—This is a form that can be used where
State laws do not require a scale tickef for each load. The form is
convenient when a patron is hauling many loads and only one scale
ticket or storage ticket is necessary for the quantity delivered. The
forms are printed in duplicate and space is provided for the details
of weights and tare, and in the grand total the details of bushels,
dockage, storage ticket and check numbers.

8. Grain purchase coniract and confirmation.—These forms are
used where a contract is made with the producer for a given quantity
of grain at & stated price, delivery to be made within s specified period.
The conditions of the contract are printed on the face of both the
original and duplicate contract forms. Space is provided for grade
and price in cases where these specifications are required. The
terms of a differential between grades bought and grades delivered
may be stipulated or the contract may not indicate that another
grade will be accepted.

Another form of contract may be used for grain that has been
delivered to the elevator but price may be at seller’s option within
a specified period and based.on & futures market at & specified dis-
count. Space is provided on this form for ticket number and gross,
dockage and net bushels of each load.

The form for confirmation of grain purchase is used where a written
contract is impracticable, such as those made over the telephons,
ete. It is stipulated on this form that unless the seller notifies
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immediately of nonacceptance the confirmation becomes & contract
and both parties are bound by the same.

9. Confract grain purchases and performance record —This form is
used as & recapitulation or summary sheet of deliveries made againss
a contract. It sometimes is in boek form, an indexed page being
assigned to each patron. Marginal space is provided for contract
number price, date, kind of grain, bushels contracted, grade, and
delivery period. In the body of tha form space is provided for dates,
load numbers, kind of grain driver’s name, the details of weights and -
tare for each load delivered, total bushels, and amount of check.
Actuelly it is so designed that it can be used for any patron whether
or not his grain is purchased on contrect. It makes readily available
a very complete detailed statement and summery of grain delivered
by each patron.

10. Report of shipment or weighing and loading reports—Grein.—

This is a form used in reporting weights of carload shipments. In the
case of Hopper scales the weight of each draft is reported separntely
by numbers, Draft No. 1, 2, 3, etc. Space is provided for a report of
condition of car, inside measurement of grain loaded, railroad seal
numbers, and kind of material used for car linings. It may also show
condition of car when received, and repeiring and patching done by the
loader.
" 11. Weight certificate—This form is used when a weight certificate
is required of or a certificate of weight is issued by the shipper of &
carload of grain. Provision is made for the shipper’s certificate which
is subscribed and sworn to in the presence of s notary public,

12. Notice to weighmaster.—This is 2 form used by grain shippers to
sarve notice on weighmasters at receiving stations that the grain has
been carefully weighed; requests an immediate Investigation and
report of any shortage when ear is unloaded. Space is provided
on the form for car number, initial, contents, date, station, ear seal
numbers, individual draft weights and total weight.

13. Shipmeni notice.—This is a form used in notifying an agent or
buyer that a car of grain is being shipped to him. The form provides
for car number and initial, kind of grain, grade and dockage expected,
weight and depth of load and, if draft is drawn, the amount of the
draft.

14. Bill of lading—This form is furnished by the railroads unless
an elevator wants & bill of lading especislly prepared for its use
or uses a bill of lading furnished by the firm to whom it ordinarily
ships its grain. All bills of lading should be made out in duplicate.

15. Orderfor cars.—This form is used in notifying railroad companies
to place empty cars at specified loading stations, and shouid be made
out in duplicate. Although very simple, it is & useful memorandum
to have on file in the event of a dispute as to time and type of car
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ordered. It is particularly useful when an elevator is faced with
action to get cars placed within & ressonable time. ’

16. Railroad claim.—This is & very convenient form used in filing
claims against railroad companies for leakage and damage in trapsit.
The form provides captioned space for all information necessary in
filing claims. (In addition to information provided on the claim
sheet, the following supporting documents should be filed: Original
invoice or certified copy, original bill of lading if not already in hands
of carrier, original paid freight bill, certificate of weight by loader,
certificate of inspection, state weighmaster’s special report, certificate
of weighmaster at destination, and certified copy of shipment report
or weighing and loading report.)

17. Notice of cencellation of storage contraci—Under the laws of
some States all storage contracts on grain stored in public local grain
warehouses or elevators terminate on a specified date each year. Itis
required under the law that the local warehouse notify all storage
ticket holders of the termination date beforehand. The form indi-
cated above is used for this purpese. The law is quoted on the form
and space is provided for listing storage tickets by mumbers, the
amount of grain held against each, and the amount of accrued storage.

18. Radio quotation blenk.— This form is convenient for recording
opening, hourly end c¢losing price quotations on all grains in the
principal terminal markets serving the local area. If properly kept
and preserved they are useful as ready evidence in any disputes
between the elevator manager and patrons as to price at time of sale
or purchase.

19. Remittance blank.—This form is used in malking remittances in
settlement of invoices. (All invoices should be checked for errors
and checked against the merchandise or itexns for any shortages. If
discount is to be taken, the invoices should be filed under the last
discount date.)

20. Cleaning dicket.—This form is used for releasing the elevator
of responsibility for any damage to grain as a result of cleaning in
event the buyer or owner uses the grain for seeding purposes.

21. Seed release form —This form is used to release the elevator
of any responsibility for the quality or fitness of grain sold for seeding
purposes.

22. Receipt for lost ticket—This form is used when a receipt is
obtained for payment of grain covered by scale or storags tickets
that have been lost. Provision is made on the ticket for & covenant
and a surety to the elevator against a subsequent demand for payment.

23. Duplicate deposit slip.—This form is indicated merely to sug-
gest the desirability of keeping duplicate deposit slips on which the
details of deposits are recorded. Any ordinary deposit slip is suitable
for the purpose.
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Books of Original Entry—
The Journal and Its Subdivisions

N MODERN saccounting a journal is always the bock of original
entry and the medium through which transactions in one form or

another are recorded in the general ledger accounts. Usnally the
modern journal is a loose-leaf columner record in which special
columns are provided to record transaciion of frequent occurrence.
Other items are recorded in the “Sundry” or “Miscellaneous” columns,
one of which is most commonly called the “General Ledger” eclumn.
Often in local elovator accounting, a single journal is adequate,
whereas, in many cases, it may be necessary to separate the journal
into two or more paris, keeping separste records, for example, for’
grain purchases, grain sales, or expenses. The need for separate
journals is determined by the circumstances in each case; therefore,
no attempt is made to define those conditions. In any event, when
it is practical, special columns should be provided in all journals for
items for which controlling accounts are maintained in the general
ledger or if the monthly totals of the column can be posted to one
account. In some instances, & special debit column may be desirable,
whereas, a special credit column would not be needed, or vies versa.
In case items for which controlling sccounts sre maintained in the
general ledger are entered in a Miscellaneous column, these entries
must be posted to both the control snd individual accounts, thus
necessitating two postings of each transsction.

In the development of the sccounting scheme presented in this
publication, the plan is not to indicate & particular type or set of
journals. The journal dlusirated is only for the purpose of explaining
bookkeeping procedure. It is hardly practical to define the limits of &
journal in an outline of this nature because possible expansion of
that book is limited only by convenience and the needs in a given
case. Specially ruled and printed journal sheets may snswer tem-
porarily, but, due to changes and expansion in the business, frequently
become obsolete or inadeguate. Quits often a sheet with many blank
columns is & desirable feature,

In many elevator companies ths following separate records are
considered to be parts of the journal: Cesh Journal and Purchases
and Sales Record, Record of Grain Purchases, Record of Grain Ship-
ments and Sales, Record of Storage Tickets Issued, Record of Sales
to Arrive, and Record of Hedging Operations. It should be pointed
out, however, that only the first three of these records would be used
for posting to the general ledger accounts and the procedure involved
in posting would depend on their eonstruction and how they were

STRRG°—§9—2
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used. The other three are more or less auxiliary or memoranda
records. As a matter of fact, the Cash Journal and Purchases and
Ssales Record, which is commonly called Cash Journal or Journal, is
frequently arranged to carry all purchases and sales, at least the
values involved. In such eases, the Journal would not have to be
divided to provide a separate Record of Grain Purchases, and the
Record of Grain Shipments and Sales mentioned above may be used
as an auxiliary record to carry the details of the individual transaetions,
but entries to be posted to the general ledger accounts would be made
in the Cash Journal or Journal,

Many different types of journals are currently available and pre-
sumably adequate to the needs of most local elevators. The prime
objectives of this publication, a8 previously explained, are to present

“a classified list of accounts generally needed in local elevator account-
ing and to cutline in detail the bookkeeping procedure involved in
the operation of these accounts. Therefore, as previously poinied out,
the journal lustrated below was designed only as a tool to carry out the
particular purposes of this publication. To point out the mechanics of
aceount operation clearly, certain journal column headings were necessary.
The principles of bookkeeping and account operation, however, should
not be affected by columnar arrangement or number of double entry
journals used by local elevator companies. Any general outline of
bookkeeping procedure is necessarily subject to some modification
and changes to meet the needs in a particular situation, but these can
be made without disturbing the basic prineciples involved.

Basieally, a journal is a book of original entry for systematic and
chronological recording of individual transactions in debit and credit
terms, and a device through which these and the necessary adjusting
and closing entries are properly explained and transferred to the
general ledger accounts. As a practical proposition of promoting
economy in bookkeeping and facilitating reference and analysis,
development of the journal parallels that of the general ledger but
stops at the point where further expansion serves no useful purpose.
Therefore, as a bookkeeping device it lends itself to expansion, altera-
tion, and modification to meet the particular accounting peeds of
all business enterprises, without disturbing its value as a book of
original entry. Accordingly, its forma and use would depend largely
upon the kind and volume of information desired. In its simplest
form it consists of a book, the pages of which are so ruled as to pro-
vide spaces for date, explanatory matter, posting reference, debit
amount, and credit amount. While, theoretically, this simple book
consisting of pages with two amount columns could answer all pur-
poses of a journal and is now so used by some small business enter-
prises, it is doubtful if it would satisfactorily meet the needs of an¥
local elevator association.
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Postings from the journals should be ss frequent as the circum-
stances permit. Usually the general ledger or sundry columns are
posted in detail. Daily postings are desirable. Postings from the
special columnps, such as purchases and sales, as a rule, are the monthly
totals of these columns and should be made as early as possible after
the journal is proven to be in balance. Al items, of which the totals
are posted {o controlling accounts, generally must be posted in detail
te other accounts and these should, H possible, be kept up to date.

At the end of each month the journals should be proven to be in
balance before the totals of the varicus special columns sre posted
to their respective accounts in the general ledger. This is accom-
plished by totaling all columns including the General Ledger and
Miscellaneous or Sundry columns and summarizing the totals of
both the debit and credit columns to see if the grand total of each is
identical in amount.

Cash Journal and Purchases
and Sales Record

HE FORM of journal illustrated below was designed merely to

set, forth the mechanics of bookkeeping involved in the operation
of accounts, closing and reopening the books or ledgers as outlined
in this publication. It is followed by an explanation of the purposes
of the various journal columns and their use in earrying out the
procedure suggested.

Numbering the columns serves no practical purpose. The numbers
in the illustration shown are to facilitate reference. Skips in numbers
indicate that special columns may be provided in between, such as
would be necessary in the case of purchases and sales of the different
grains. No significance should be attached to the amount of space
indicated, for in practice more or less may be needed.

Column No. I—Wheat Purchases—The Wheat Purchases column is
for illustrative purposes only. Usually separate columns are and
should be provided in the journal for purchases of the principal grains,

Each eolumn is used to record entries of all purchases of the par-
ticular grain for which the column is provided.

These columns are totaled at the end of each menth and posted as
debits to the particular grain purchases accounts coneerned.

In case the volume or number of transactions in some of the grains
does not warrant separate columns, all purchases of such grains may
be entered in & column headed “Miscellanecus Grain Purchases” or
the General Ledger column ean be used.
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If it is considered desirable, entries in the Miscellaneous Grain
Purchases column may be 50 described that a recapitulation of the
column can be made at the end of each month and summaries of like
items posted to the respective grain-purchases accounts. When the
General ledger column is used, the same procedure should be
followed, else each fransaction must be posted separately to the par-
ticular account or accounts concerned. If separate accounts are not
desirable the monthly total of the Miscellaneous Grain Purchases
column and all such entries in the General Ledger column are
posted to a Miscellaneous Grain Purchases account.

See Wheat—Purchases account in Part IT for an explanation of how
cther debits and certain credits to the grain purchases accounts are handled.

Casn JourNaL axD PorcHasEs avp Sanes Recorp

findicated for iHustrative purpases only}
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Theoreticaliy the location or ag)o&mo::a of the different columna on the debit

side or eredit side of the Journ of no real importance, but from a practical

standgaolmt those from which entries are posted individually to the general ledger
ledger sccounis should be nearest to the item and explanation
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Column No. 5—Coal Purchases.—The Coal Purchases column is for
illustrative purposes only. Usually separate columns are and should
be provided in the journal for purchases of the principal commodities
handled.

Each column is used to record entries of all purchases of the par-
ticular commodity for which the column is provided.

Where special columns are provided, the monthly totals can be
posted as debits to the particular merchandise purchases accounts
concerned, thus avoiding the necessity of posting individusl entries,

When the number of transactions in a commodity or commodities
does not warrant separate columns in the journal, all purchases of
such commoditias may be entered in a column headed “Miscellaneous
Merchandise Purchases” or the General Ledger column can bs used.

Ii separate Jedger accounts are desired for some items recorded in
the Miscellaneous Merchandise Purchases column, the entries in this
column meay be so described that a recapitulation of the different
items can be made and posted in summary form to the particular
accounts .concerned. Otherwise, the monthly total of the Miscelle-
neous Merchandise Purchases eolumn is posted to a Miscellaneous
Merchandise Purchases account. If the General Ledger column is
used the same procedure may be followed, otherwise each transaction
must bs posted separately to these accounts, The latter procedurs
may prove to be more satisfactory in many cases,

See Coal—Purchases account in part IT for an explanation of how
other debits and cerfain credils to the merchandise purchase gecounis
are handled.

Column No. 7—Bank Deposits.—This column is used to record
entries of all deposits and transfers of funds to the bank. It should
also reflect entries of special items deposited for collection and any
other credits made directly to the bank account by the bank as s
result of loans, discounted notes, sales of securities, collections, interest
earned, ete.

The column is totaled at the end of each month and posted as a2
debit to the Cash in Bank sccount.

See Cash in Bank account in part I1.

Column No. 8—{eneral Cash (Debits).—This column is used to record
entries of sll ordinary cash receipts, such as checks, currency, etc.,
that may be deposited collectively in the bank, and any cash overage
resulting from a difference in the General Cash account aad the
amount of cash on hand.

Items such as drafts, bank loans, collections made by the bank,
funds derived from discounted notes, ete., that usually are deposited
directly and individually either by the manager or the bank, may or
may not be entered in this eolumn.
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The column is totaled at the end of each month and posted as a
debit to the General Cash account.

See General Cash and Cash in Bank accounts in part I for further
explanation of entries in this column.

Column No. 9—Ezpense (Debits).—This column is used to record
entries of all expense itemns. Ordinarily where a special column is
provided for expense, it implies that an Expense (Control) account is
meintained in the general ledger and that the wvarious expense
sccounts are carried in a subdivision of that book. Under such
circumstances, the monthly total of the column would be posted to the
controlling account and the individual entries to the various expense
accounts concerned. This, however, is not necessarily the case.
The contrel aceount may or may not be opened under such circum-
stances. The Expense columnn can be treated in the same manner as
the General Ledger column and is totaled only for the purpose of
proving the journal to be in balance. On the other hand, & controlling
account may be maintained and & special column provided for debits
only. The credit items, because of infrequency, are entered iIn the
General Ledger column and the epiries posted individually to both
the control and the particular expense account concerned. However,
to avoid extra posting and as & means of minimizing errors, par-
ticularly in connection with entries transferring the debit balances in
the various expense accounts to the Loss and Gain accounts, an
Expense credit column also should be provided. In the journal
cutlined in this publication, both debit and credit Expense columns
are provided and the monthly totals of each are posted to a controlling
account and the individual entries to the various expense accounts
concerned. It is recogpized that many local elsvators have no
practical need for an Expense (Control) account. In such cases, all
expense items could be handled through the Geners! Ledger eolumns,
and special columns for expense are unnecessary.

Oolumn, Neo, 10-—Accounits Receivable (Debits),—This column is used
to record debit entries of all transactions resulting from the extension
of ordinary credit to patrons for merchandise and services.

The column is totaled at the end of each month and posted as a
debit to the Accounts Receivable (Control) account in the general
ledger. The individual entries are posted as debits to the various
accounts carried in an Accounts Receivable Ledger.

See Accounts Receivable (Control) account in part II for other debit
wems that may possibly be eniered in this column. '

Column No. 11—Folio.—This is a reference column and is used to
record the general ledger and subsidiary ledger sccounts or page
numbers to which individual debit entries are posted from the various
debit journal columns; in this case columns 9, 10, and 12. In actual
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practice it may be necessary to post from individual entries in other
columus.

Column No. 18—General Ledger (Debits)—This column is used to
record debit entries of all transactions and items for which no special
columns are provided. Entries are posted individuslly as debits to
the various accounts concerned and, in some instances, may have to be
posted to both a control and an individual account. Often en entry
in this debit column may and should be a summaticn of several items
which neecessarily are entered in detail on the credit side because more
than one ledger account is concerned. Excepting those entries trans-
ferring balances in various sccounts to other sccounts, such as expenses
to Loss and Gain, the details are not ususally recorded on both the
debit and credit sides of the journal.

The column is totaled at the end of each month but only for the
purpose of proving the journal to be in balance. The total is not
posted to any ledger account.

The heading “General Ledger” is used largely because of common
usage of that classification. It properly could be called “Sundry”
column and the column may be used for almost any purpose.

Column No. 13—Dgte.—This column is used to record the date of
the transaction and in other instances for recording the date the
" entry is made.

Column No. 14—Name—This colamn is used fo record the names
of the individuals or firms concerned in the transactions.

Column No. 15—Ilem and Erplanalion—This column is used to
record the items involved and explanations of the journal entry.

Column No. 16—Scale or Storage Ticket Number —This column is
used to record the grain scale or grain storage ticket number sur-
rendered at tine grain is purchased.

Column No. 17—Check Number.—This column is used to record the
numbers of all ehecks issued by the company.

Column No. 18—General Ledger (Credits}.—This column is used teo
record entries of all transactions and items for which no special credit

~oolumns are provided in the journal. The entri®s are posted individu-

ally as credits to the various aceounts concerned and, in some instances,
may have to be posted to both control and individual accounts.
Oiten a credit entry in this column may and should be a summation
of several debit entries which necessarily are entered in detail on
the debit side becauss more than one account is invalved. It usually
is not. necessary fo enter the details of such entries on both the credit
and debit sidea of the journal.

The column is totaled at the end of each month, but only for the
purpose of proving the journal to be in balance. The total is not
posted to any iedger account.
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Column No. 19—Folio.—This is a refersnce column and is used to
record the general ledger and subsidiary ledger accounts or page
numbers to which individual credit entries are posted from the various
credit journal columns; in this case, the columns numbered 18, 20,
23, and 2¢ in the journal llustrated. In actueal practics it may be
necessary to post from individual entries in other columns.

Column No. 80— Accounts Receivable (Credifs).—This column is used
to record credit entries of all collections and other credits in settlement
of only those items previously debited to the Accounts Receivable
{Control) account, including such items actually charged off as
uncollectible.

The column is totaled at the end of each month and posted as a
credit to the Accounts Receivable {Control) account in the General
Ledger. The individual entries are posted as credits te the various
accounts carried in & subsidiary ledger commonly known as the
“Accounts Receivable” or “Customers” Ledger.

See Accounts Receivable (Condrol) account in part II for further
explanation in the use of this column.

Column No. 21—General Cash (Credits)—This column is used to
record entries of &ll bank deposits of checks, drafts and cash previously
debited in the General Cash column and any disbursements of such
funds made in actual cash by employees; also entries of any shortage
in cash resulting from a difference in the General Cash account and
amount of cash on hand, excluding the petty cash fund.

The ¢olumn is totaled &t the end of each month and posted as a
eredit to the General Cash account.

See General Cash account in part 11 for further exp&maizon.

Column No. 22— Bank (Withdrawals).—This column is used to record
entries of all checks issued sgainst the bank aceount, transfers of
funds from and all items charged directly to this account by the bank,
such as cenceled notes, unhonored checks and drafts, interest, ex-
change, service charges, etc.

The column is totaled at the end of each month and posted as &
credit t0 the Cash in Bank account. )

See Cash in Bank account in part I1 for further explanation of journal
entries.

Column No. 88—Expenss (Credits).—This column is indicated only
where an Expense (Contrel) account is maintained in the General
Ledger. Most credits to expense are adjusting entries and those by
which debit balances of the various expense accounts are transferred
to Loss and Gain at the end of & fiscal period. Because these must
be posted to both the control and individual accounts, it is deemed
desirable to provide & credit expense column as a possible means of
avoiding errors in posting. On the other hand, ever though an
Expense {Control) account is maintained and a debit Expense column is
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provided in the journal, & credit Expense column is not necessary.
Such items, because of infrequency, may be handled through the
credit General Ledger column., Under the latter procedure, the fact
that all entries must be posted to both the control and individual
accounts should not be overlooked.

See the various expense accounts in part I1 for further explanation.

Column No. 24—Miscellaneous Operating Income.—This column is
used only if the number of items of miscellaneous operating income,
other than grain and merchandise trading, is large. Otherwise, such
items may be entered in the credit General Ledger column in the sams
manner as nonoperating income such as interest,rent, and collections
of bad debts. The Miscellaneous Operating Income column may
bs used to record entries of all such items as storage, handling, grind-
ing, cleaning, seed treating, weighing, loading, livestock commissions,
truck earnings, etc. The individusl entries or summaries of like items
are posted as credits to the various income accounts concerned. Under
such circumstances the column is totaled only for the purpose of
proving the journal to be in balance.

In the event that the number of transactions in an item is large
or entries are frequent, such as may oceur in storage, handling, and
grinding, it may be desirable to provide special columns for these,
and all other items can be entered in the Miscellaneous Operating
Income column. If the number of transactions is small, the General
Ledger column may bse used.

Column No. 85—Sales Tax—A sepsarate column is provided for this
item only whers it occurs frequently; otherwise, the credit General
Ledger column may be used.

See State Sales Tazes account in part 11 for further explanation.

Column No. 26— Coal Sules—The coal sales column is for illustrative
purposes only. Ususlly separate columns are and should be provided
in the journal for sales of the principal commodities handled. Each
column is used to record entries of all sales of the particular commodity
for which the column is provided. The columns are totaled at the
end of each month and posted as credits to the particular merchandise
sales accounts concerned.

When the number of transactions does not warrant separate col-
umns, all sales of such commodities may be entered in & column headed
“Miscellaneous Merchandise Sales.” If separate ledger accounts are
desired for some of these items, the entries in the Miscellanecus Mer-
chandise Sales column may be so described that a recapitulation of
the column can be made and posted in summary form to the proper
accounts. Otherwise, the monthly total of the Miscellaneous Mer-
chandise Sales column is posted in a total to a Miscellaneous Mer-
chandise Sales account,
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Column No. 28—Wheat Sales—Local—This column is indicated for
fllustrative purposes only. It could just as well bave been headed
“Corn, Oats,or Grain Sales—Local” It is used only where the volume
of local grain sales warrants separation from grain shipment sales.
However, dus to the fact that local sales are handled on a different
basis, it may be desirable to make this separation in all cases, Itis
believed that one column headed “Grain Sales—Loeal” will answer *-
for the different grains sold locally. Entries may be 50 described that
a recapitulation of the column can easily be made and posted in sum-
mary form to the different sccounts maintained for Iocal sales of grain.

On the other hand, where the volume of local grain sales is not large
and transactions infrequent, these items may be entered in the col-
umns provided for shipment sales, In that event, if separate ledger
accounts are desirable for local sales of grain, entries should be
described to make posting to the different grain sales accounts possible.

Column No. 30—Wheat Sales—Shipmenis.—The Wheat Sales column
is for illustrative purposes only. Usually separate columns are and
should be provided in the journal for sales of the principal grains.
Each column is used to record entries of all sales of the grain for which
it is provided.

The columns are toialed at the end of each month and posted as
credits to the particular grain sales accounts concerned.

If the number of transactions does not warrant separste columns,
such grain sales may be entered in a column headed Miscellaneous
Grain Sales. 1f separate ledger accounts are desired for the different
grains, & recapitulation of the entries in the Miscellaneous Grain
Sales column may be made and posted in summary form to the grain
sales accounts concerned, thus avoiding the neecessity of posting
transactions individually.

When it is desirable to maintain separate accounts for shipment
sales and local sales, & local sales column is indicated, but these may
be entered in the regular grain shipment sales columns and marked
in such manner that postings can easily be made to the particular
grain sales sccounts concerned.

See Wheai—Sales account in pori I jor an explanation of how other
credtis and certain debits to grain sales are handled.

The form of Cash Journal and Purchases and Sales Record shown
above, which is the only journal used in this outline to set forth book-
keeping procedure in the operation of accounts, is for illustrative
purposes only. It is not intended to indicate that a single type of
journal sheet will answer under all circumstances or that the columnar
arrangement is the most desirable. The purpose of numbering the
columns was to facilitate reference and description.
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Subdivisions of the Journal

The probability that the journal illustrated may not be satisfactory
or suitable to the needs of all local elevators is recognized. Where the
circumstances warrant 2 separation of the journal and separate records
sare required for grain purchases, grain shipments and sales, and ex-
penses, those illustrated below are believed to be satisfactory for such
purposes. If the following records are used the respective grain pur-
chases, grain sales, and expense columns would not be needed in the
Cesh Journal and Purchases and Sales Record illustrated above.
Any edjustments in the purchases, sales and expense accounts that
would be impractical to make through the special journals can be
made through the General Ledger columns in the cash or general

journal.
Recoap oF Grain PUrcEASES
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Column No. 1—~—Dafe.—This column is used to record the dates of all
checks issued in the purchase of grain,

Column No. 8—Storage Ticket Number—This column is used to
record the numbers of the storage tickets surrendered at time storage
grain is purchased.

Column No. 3—Scale Ticket Number—This column is used to record
the numbers of the scale tickets surrendered at time cash grain is
purchased.

Column No. §—Name.—This column is used to record the name of
the person or firm from whom the grain is purchased,

Column No. 5—Check Number —This column is used to record the
number of sach check issued in payment of grain purchases.

Column No. 6—Price.—This column is used to record the purchase
price per bushel.
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Column No. 7—Bank or Commission Firm.—This column is used to
record the name of the bank or commission firm against which the
checks are drawn and the actual amount of each check issued to the
person or firm from which the grain is purchased. The e¢olumn is
totaled at the end of each month and posted as a credit to the account
of the bank or firm against which the checks are issued. If checks are
issued against more than one bank or commission firm, a recapitula-
tion of the checks issued against each is made and the amounts
posted in summary form as credits to the respective accounts, or
separate columns may be provided.

Column No. 8—TItem.—This column is used to record the deductible
items, the amounts of which are recorded in the Accounts Receivable
or General Ledger columns.

Column No. 89— Accounts Receivable.—This column is used to record
the amounts of any deductions applied as credits on the accounts of
the persons or firms from whom the grain is purchased. The entries
irn this column are posted as credits to individual aceounts in the
accounts receivable ledger and the monthly total of the eolumn is
posted as a credit to the Accounts Receivable (Control} account in
the general ledger.

Where it is the practice to issue separate checks for deduetible items
the Accounts Receivable column is not necessary. The amount of
both checks is recorded in the Bank and Cost of Grain columns but the
check covering the deductible item is indorsed to the company and
carried through the cash journal the same as other collections on
aceounts,

Column No. 10— Folis.—This column is used to record the General
Ledger or subsidiary asccount or page number te which individual
entries are posted from the Accounts Receivable and General Ledger
columns. ' )

Column No. 11—General Ledger.—This column is used to record the
amounts of any deductions for items that are not applied as eredits to
the patron’s account, such ss accrued storage charges or his cash
purchases. This will also epply to deductions for advances previously
made to patrons if such items are not carried in the books as accounis
receivable. The entries in this column are posted either individually
or in summary form, if many entries are for the same kind of item,
to the various ledger accounts concerned. The column is totaled
only for the purpose of proving the purchase record to be in balance.
This should be done before the totals of the other columns are posted
to the ladger accounts,

Where it is the practice to issue separate checks for deductible
items, the General Ledger column is not necessary. The amount of
both checks is entered in the Bank and Cost of Grain columns, but the
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check covering the deductible item is indorsed over to the company
and is carried through the cash journal the same as other collections
on accounts.

Column No. 12—Wheat—This column is used to record the gross,
dockage, and net bushels and odd pounds of wheat purchased and
the total cost. The column is totaled at the end of each month and
posted as a debit to the Wheat-Purchases account in the general
ledger.

Columns Nos. 13-14, etc—These columns answer the same purposes
as column 12 except that they are used for other grains. It may not
be necessary to provide columns for gross and dockage for some grains,
such as corn, which are bought net.

REcoRD oF GRAIX SHIPMENTS AND SALES
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Column No. 1—Shipment Number—This column is used to record
shipment pumbers, the first shipment in & new fiscal period being 1,
the second shipment 2, etc. Frequently separate files bearing the
numbers of the shipmenis are maintained, in which are filed all
memoranda or information pertaining to the respective shipment.
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Column No. 2—Date Shipped.—This eolumn is used to, record the
date of shipment,

Columns Nos. 8 and j—Car Initial and Car Number —These columns
are used to record the initial and number respectively of railroad cars
in which the grain is shipped.

Column No. 5—Alemo—Draft on Car—This column is used to record
the amount of draft drawn against each shipment. The column is for
informatior purposes only. The draft is entered in the regular cash
journal and posted from there to the ledger accounts concerned.

Column No.6—Shipped to.—This column is used to record the name
of the firm or person to whom the grain is sold or consigned.

Column No. 7—Date sold.—This column is used to record the actual
date of sale.

Cotumn No. 8—Folio—This is & reference column and is used teo
record the general ledger account or page number to which individual
entries in eolumn No. 9 {(Net Proceeds) are posted as debita.

Column No. 9—Nel Proceeds—Amount.—This column s used to
record the net amounts realized from sales of each and all shipments.
These entries are posted individually as debits to the accounts of the
various firms buying or handling the grain on consignment. If &
controlling account is maintained in the general ledger for accounts
with grain cominission companies, the monthly total of this column
must be posted as a debit to that aceount,

All money columns in the Record of Grain Shipments and Sales,
except column No. 5, should be totaled monthly and the pages proven
to be in halance before the totals are posted to the General Ledger
accounts. The entries n column No. 5 are for information only
since the drafts are carried to the ledger aceounts through the cash
journal.

If, at the end of the month, returns have not been received on a
shipment or shipments, these should be ruled out and transferred to
the subsequent month before the record for the cuzrent month is
totaled and balanced. At the end of a fiscal period the same procedure
is followed but these shipments are also inventoried as being in
transit. :

Column No. 10—Price per Bushel —This column is used to record
the sales price per bushel.

Column No. 11—Kind of Grain.—This column is used to record the
kind of grain in each shipment.

Column No. 12—Shipper’s Grade.—This column is used to record the
grade of the grain at time of shipment.

Column No. 13—Shipper’'s Weight —This column is used to record
the weight of the grain at time of shipment.
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Cobumn No. 14— Terminal Grede.—This column is used to record
the grade of the grain at time of sale or arrival at destination as
determined by officisl grader at terminal station.

Column No. 15— Terminal Weight—This column is used to record
the weight of the grain on arrival at destination as determined by the
officinl weighmaster at terminal station.

Column No. 16—Weight Long—This column is used to record any
overage as & result of a difference in weights shipped and unloaded or
terminal weights.

Column No. 17—Weight Short.—This column is used to record any
shortege as a result of a difference in weights shipped and unloaded or
terminal weights. The information in this column is used as a basis
in filing leskage in transit claims -when the railroad company is
responsible for the shortage.

Column Ne. 18— Wheat —This column is used to record the gross,
dockage, and net bushels, and odd pounds and net sales proceeds from
shipment of wheat as evidenced by the accounts sales rendered by the
grain firm to which the grain is shipped. The monthly total of the
net bushels, if & quantity column is provided in the ledger, and net
proceeds columns are posted as credits to the Wheat—Sales account in
the general ledger.

In the event returns on u shipment are not received before ths
end of the month, such shipments are ruled out and transferred to the
records of the following month. At the end of a fiscal period the
same procedure is followed, but these shipments are also inventoried
as being in transit,

Columns Nos. 19, 26, eic.—These columns answer the same purposes
as column No. 18, except that they are used for other grains. It may
not be necessary to provide columns for gross and dockage for some
grains, such as corn, as they are bought and sold net.

The expense journal shown below is for illustrative purposes. It
is not believed that the majority of local elevators have practical
need of a separate journal for expense. On the other hand, where
expense items of similar nature are numerous, it is a means of eliminat-
ing considerable book work. This results from posting monthly
totals of special columns rather than individual entries as is the case
when separate journals are not used.

Frequently special checks are used in payment of expense items,
‘Where it is the practice to use a separate journal for expenses these
checks are especially desirable because under such circumstances an
unbroken series in check numbers is of some technical value.
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ExpENsE JOURNAL
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The following explanation is believed sufficient to eliminate any
confusion in connection with the use of the various columns shown in
the form illustrated above. Numbering the columns serves no practi-
cal purposs and it is done here only to facilitate reference.

Columns Nos. 1 and 2 are self-explanatory.

Column Neo. 3—Exrpense Control (Debit).—All debit items of expense
are entered In this column. At the end of each month and fiscal
period the total of the column is posted as a debit to the Expense
{Control) account in the general ledger.

All entries in this column are also entered in one or the other credit
columns numbered 4, 5, and 6, and in one or the other debit columns
pumbered 8 to 19, inclusive.
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Oolumn No. j—Bank (Credit)~—The amounts of all checks issued
against the bank in payment of expenseitems are entered in this columu.
At the end of each month and fiscal period the total of the column is
posted as & credit to the Cash in Bank account in the general ledger.
If more then one bank is used, separate columns may be provided,
else this column is blocked off for checks issued against different banks
and postings mede accordingly.

Column No. 6—@rain Commission Company (Credit}.—This column
is provided only when it is the practics to issue checks or drafts against
& commission company in payment of expense items, or if the com-
mission company makes direct payment of such items and renders
debit memoranda to the local elevator. At the end of each month
and fiscel period the total of the column is posted as a credit {o the
account of the commission company in the general ledger.

Column No. 6—General Cash (Credit).—This column is provided to
care for those cases where the manager is authorized to use general
cash funds in settlement of expense items. Generally a petty cash
fund is and should be established for such purposes. At the end of
each monthk and fiscal period the totel of the column is posted as o
credit to the General Cash account in the general ledger.

Column No. 7 is self-explanatory,

Columns numbered 8 o 19, inclusive, are self-explanatory. Blank
columns merely indicate that space is provided for items other than
those listed. The number of columns shown is of no significance for
it is quite likely that more may be needed. At the end of each month
the total of each column is posted to the account that it represents
in the general ledger. If the journal is in balance the grand fotal of
these columns is the same as the total of column No. 3.

At the end of each month and fiscal period the journsl should be
proven to be in balance before the column totals are posted to the
ledger accounts.

Columns Nos. 20 and 21 are self-explanatory.

Column No. 22—Qeneral Ledger (Debit) —This eolumn is provided to
handle the contrariwise entries to credits recorded in column No. 24.
The entries in this column are posted individually as debits to the
various accounts concerned in the general ledger. The total of the
column is not posted to any account.

Column No. 23~~Folio.—This column is used in recording the ledger
account or page number to which entries in columns Nos. 22 and 24 are
posted.

Column No. 24— Erpense (Credit).—This column is provided to care
for any credits to expense. The total of the column is posted as a-
credit to the Expenss (Control) account in the general ledger. The
individual entries are posted as credits to the various expense accounts

97386°—30——3
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concerned. All entries in this column are contrariwisely entered in
debit column No. 22 for posting to the various accounts te be debited.

An Expense Journal is primarily for the purpose of recording the
usual opersting and administrative expenses connected with the gen-
eral routine of the enterprise. It is not suggested that all expense
items must be transferred to the ledger accounts through this journal,
For practical reasons some items, especially those classified ss deduce---
tions from income, should be recorded in and posted from the cash or
general journal. It also may be more practical in the majority of
cases to handle all credits to expense through that journal. Under
those circumstances eolumns numbered 20 to 24,inclusive,in the above
illustration, would not be needed in the Expense Journal. - It should
be noted, however, that all items affecting those expense accounts for
which & control account is maintained in the general ledger must be
posted to that account as well as the individual accounts.

Auxiliary and Memorandum Records

The following forms, which are subsidiary to the general books, may
be found useful in the accounting systems of loeal elevator associations.
They are presented for illustrative purposes only. Each form is
followed by an explanation of its use.

In some cases such forms may be constructed to act as books of
original entry, for posting purposes, but those illustrated, insofar as
the general books are concerned, are designed only as auxifiary or
memorandum records. Therefore, while most of them are necessary
parts of the accounting records, they are used in this case only to
provide a ready reference record of the detals of the various transac-
tions indicated. Under the bookkeeping procedure suggested in this
outline, all general ledger items are transferred to the ledger accounts
through the Cash Journal and Purchases and Sales Record illustrated.
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The above form is for illustrative purposea only. It is an auxiliary record vounifest ueed in recording all atorage tickets issued
and purchased during s eurrent period and those carried over from the preceding fiseal period. It is also a part of those records from which
data are obtained to determine the market position of the elevator company in its grain operations. See Long and Bhort Btatement (OQut-
standing Storage Ticketa}.

This record is not used in posting to the general ledger accounts. Under the bookkeeping procedure indicated in this outline all pur-
chases of grain are transferred to the purchase accounts through the Cash Journal snd Purchuses and Sales Record.

Columns are glso provided on the above form, separately for each grain, to record the balanceas, in net bushels, shown on each storage
ticket at the end of a fiseal period. Bummations of these columns reflect the total net bushels of the different graine represented by out-
vtanding storage tickets, In anmmarizing the different columns s recapitulation sen be made by grades. In other words accumulate
all-No. 1 wheat and bring that down as an item; the same for No. 2, ete. The summation of these reflect the total of the wheat column.

If the record is in balance the total of net bushels outstanding should be identical with net bushels received less net bushels purchased.

At the beginning of & new fiscal period all storage ticketa showing balances at the end of the preceding fiscal period should be frans-
ferred to a new aheet.
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The above form is for illustrative purposes only, It is & memorandura record or manifest used in recording all “sales to arrive’ and
deliverica against these sales. It is aleo & part of those records from which data are obtaived to determine the market position of the
elevator eompany in ite grain operations. See Long and Short Statement (All 8ales to Date—on which cash prive fiag been fixed).

Thie record is not used in posting to the general ledger accounts. Under the bookkeeping prooedure indicated in this outline all sales
sre transferred to the asles accounts through the Cash Journal and Purchases and Sales Record.
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The above form ig for illustrative purposes only. It is a memorandum record or manifest used in recording all options bought and sold
for hedging purposes, It is also a part of those records from which data are obtained to determine the market position of the elevator
company in its grain operstions. Bee Long and Bhort Btatement (Open Future Trades—Purchases) and {Open Future Trades—Sales).

This record is not used in posting to the general ledger accounts. Under the hookkeaping procedure indicated in this outline all iosses
and gaing on options elosed out are transferred to the commiasion companies’ accounts and the grain asles accounts through the Cash Journal
and Purchases and Sales Record.
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Long AND SHORT STATEMENT
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The above form is for iilusteative purposes only. 1t is a memorandum record
used in determining the daily market position of the elevator company in its
grain operations. Jf the report is not prepared daily it can be made out as often
&3 is necessary or desirable.
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It is believed that the form is seli-explanatory. To eliminate any possible
confusion, however, the following is oﬁered in explanation of the different items.

1. Beginning Inventory All Grain: This item is the inventory &t the beginning
of & fiseal period, in net bushels, of both owned and stored grain.

2. Receipts All Grain to Date: This item is the net bushels of all cash, stored
and *‘conditional” ¢ontract grain weighed in up to and including the date of the
statement. Receipts shown on this report are not affected or changed when
stored and eonditional contract grain is purchased. Tha efects of such transac-
tions are reflected in other items.

3. Undelivered Purchase Ceuntracts {On which cash price has been fixed): This
item is the undelivered bushels of all grain that the company has contracted to
buy at a fixed cash price.

4. Open Future Trades {Purchases): This item is the bushels involved in ali
open option purchases as of the date of the statement.

6. AM Sales to Date (On which cash price has been fixed): This item is the net
bushels of all sales and sales contracts, including local sales but excluding future
trades, regardliess of whether delivery has or haa not besn made.

7. Transferred to Grinding or Feed Departmens$: This item is the net bushels
of all grain purchased for resale that is withdrawn and converted into feed.

&. Stored Grain Withdrawn by Owners: This item is the net bushels of stored
grain withdrawn from storage by the owners of the grain.

8. Qutstanding Storage Tickets: This item is the net bushels represented by
outstanding storage tickets as of the date of the staternent.

10. Grain Destroyed by Fire and Floed: This item is the net bushels of all
grain destroyed by fire or flood as of the date of the statement.

11. Deliveries on Conditional Purchase Contraets (On which ecash price has not
been fixed): This item is the net bushels delivered to tbe elevator company on
conditional purchase eoutracts when the cash price is to be fixed at some future
date.

12. Open Future Trades (Sales): This item is the bushels involved in all cpen
option sales as of the date of the statement.

14. Long: Thisitem is the difference between the bushels shown ag items 5 and
13, if item 5 is the larger. It represents the net bushels of cash grain and pur-
chase contracts, on which the cash price has been fixed, unhedged as of the date
of the statement,

15. Bhort: Thisitem is the difference between the bushels shown a9 iterns 5 and
13, if item 13 is the larger. I§ represents the net bushels of sales and sales con-
traets including open option sales, in excess of cash grain and purchase contracts.
ou which the cash price has been fixed, unhedged as of the date of the statement.
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Tha ahove form is for llustrative purposes only.

purchase contracta entered into by the elevator company and bushels delivered against these contracts.
from which .data are obtained to determine the market position of the company in its grain operations, See Long and Bhort Btatement
{Undelivered Purchase Contracte).

This record is not used in posting to the gereral ledger accounts. Under the bookkeeping procedure indicated in thia outline all pur-
chases are transferred to the purchases accounts through the Cash Journal and Purchases snd Sales Resord.

It is & memorandum record or manifest used in regording sll “unconditional’’ grain

1t is also & part of those records
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[Contracts on which the price basis, but not the cash price, ix fixed at the tims contracts are made]
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The above form is for illustrative purposes only.

tracts entered into by the elevator company, on which the prics basis is fixed at date of sontraot but the antual purehase price ia to be

fixed on or before a specified future date. Space is also provided to record the bushels received againat these contracts and the details
of performance at time the contracts are closed out.

Bee Long and Bhort Biatement (Deliveriea on Conditional Purchase Contraots——on which cash prioe has not been fixed.)

chases are transferred to the purchases accounts through the Cash Journal and Purchases and Sales Record,

It is & memorandum record or manifest used in recording all grain purchase con-

It in also a part of those records frorn whick data are obtained to determine the market position of the company in ite grain opera-
tions.

This record iy not used in posting to the ganeral ledger necounts.  Under the bookkeeping procedure indicated in this eutline all pur-
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Books of Final Entry—
The General Ledger and Its

Subdivisions
HE BOOES of final entry are the general ledger proper and

its subdivisions.

The outline of bookkeeping procedure presented in this publication
does not include a detailed description of the physical aspects of the
ledgers; it is mainly an explanation of the accounts to be employed in
these books and insiructions as to their operation. No special type of
ledger, with the possible exceptions of & Stockholders’ Ledger and a
Patronage Ledger, is required in the bookkeeping systems of local
elevators; any ordinary loose-leaf ledger page or sheet should be
adequate, Other special types, however, may be useful and desir-
able. Space is usually provided on the ordinary ledger sheet for
explanation and columns for dates, entry reference, debit and credit
amounts. It also may have a column to reflect the balance at any
given date and in some forms separate columns are provided for debit
and ecredit balances, and a column for quantities. Thelatter type may
hetter serve the purposes of local elevators. There are availahle
patronage ledger forms especially designed for local eooperative
clevators,

Regardless of the adequacy and completeness of other constituent
parts of the accounting system, the general ledger is the principal
and usually the only periodic source of information providing sum-
marized evidence of operating results and the changes in values that
have taken place. It is primarily from summarized information con-
tained in this book and the details contained in its subdivisions that all
financial and operating stateménts are prepared.

While no specific methods of opening a new saf of books or malking
& change from one system to another are given, the chart of accounts
and the explanation of thess accounts in part II of this outline pro-
vide & basis for organizing a set of books. In partII, the bookkeeping
mechanics involved in closing and reopening these accounts is deseribed
under each account heading and the procedure outlined for each ac-
eount is the basis for operating the ledgers.

Organization of the general ledger may follow the arrangement
indicated in the chart of accounts. The usual arrengement is the
sequence in which ths accounts appear in the financial statements.
The general practice is to place the balance sheet accounts first, start-
ing with the assets arranged in the erder of their liquidity; these are
followed by the accounts reflecting liabilities arranged in the order of
primary payment and the accounts denoting net worth with capital
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contributions first, followed by the reserves and surplus. The second
section is composed of the nominal or operating accounts, the revenue
accounts first, followed by the expense accounts, each arranged in the
order of group and individual importance.

- In some cases, the bookkeeping procedure is such that no doubt a
number of the accounts listed in the chart will be placed in subdivisions
of the general ledger and the details of others will be carried in those |
books. The arrangement of the subdivisions may be based on con-

venience of operation.
General Ledger

The general ledger proper, for practical ressons, is composed of
controlling and certain individual accounts that cannet practically
be consolidated or grouped together. As a means to that end it is
& general practice to maintain a number of subsidiary books, most of
which ususlly are subdivisions of the general ledger set forth by
tabular devices. The individual accounts in the subsidiary records
carry the details of transactions which are shown in summary form
in the genersl ledger controlling accounts.

General Ledger Controlling Accounts

The use of controlling aceounts is largely to facilitate the mechanics
of operation and physical arrangement of the general ledger proper.
They are designed to carry in summary form information of which
the details are earried in individual accounts in subdivisions of the
general ledger or subsidiary records. This tends to svoid cumber-
someness in the general ledger proper and eliminates & vast amount of
detail in trial balance and balance sheet preparation.

A study of the explanations of each aceount listed in the chart of
accounts should indicate when a control account is needed and the
required bookkeeping procedure.

Although special debit and credit expense columns are provided in
the journal illustrated, a controlling account for expenses may not
generally be essential in local elevator accounting, though it often is
desirzble. In the event such an account is maintained in the general
ledger, the monthly totals of the debit and credit expenss columns are
posted to it and the individual entries are posted to the various
expense accounts in a subdivision of that book.

Usually, postings to the controlling accounts in the general ledger
are summaries of individual transactions, such as monthly totals of
special journal columns, of which the details are carried in sccounts
mainteined in & subsidiary record. The exceptions are when for
practical reasons the physical arrangement of the journal requires
posting in detail to both the controlling accoun$ and individual ac-
counts in the subsidiary ledgers. This is often justified if the under-
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lying accounts are inactive and an sccount may warrant a special
debit but net & special credit journal column, or vice versa.

Below is a list of controlling accounts indieated or implied in the
classification of accounts (see pp. 77-82). It is recognized that some
of these may not be needed and there will be no need for others to
act as controlling accounts in the bookkeeping systems of many
local elevators under present circumstances. It is doubtful if eny
one elevator has need for all these accounts. In the explanations of
account operation presented in the detailed deseriptions of the accounts
in part II, the circumstances under which controlling accounts are
considered desirable are given under each account heading. Generally
the activity in similar transactions would indicate whether or not a
controiling account is warranted.

General Ledger Controlling Accounts Indicated in the
Classification of Accounts
Acct. No.
.21 Accounts Receivable~Grain Commission Companies.
.24 Notes Receivable—Trade (Control).
.25 Notes Receivable—Officials and Employees.
.26 Aeccounts Receivable—Trade (Confrol}.
.31 Seed Liens,
32 Advances—Stored Grain,
52 Advances—Contract Grain,
12 Mortgage Notes—Receivable,
21 Capital Stock Notes Receivable—Subscriptions.
.22 Capital Stock Subseriptions—Receivable.
.23 Capital Stock Assessments—Receivable.
24 Assessment Notes Receivable—Capital Stock.
.31 Prepaid Salaries and Wages.
.11 Notes Payable—Trade.
.12 Notes Payable—Banks (Current).
13 Notes Payable—Officials and Members.
14 Accounts Payable—Trade.
15 Accounts Payable—Other.
16 Individual Deposits—Members and Patrons,
4.26 Dividends Payable—Capital Stock.
4.27 Dividends Payable—Patronage.
5.11 Time Certificates—Members end Patrons.
5.12 Certificates of Indshtedness—Loans.
5.22 Reserves for Dividends Deferred.
6.13 Capital Stock—OQutstanding.
6.14 Certificates of Indebtedness—Capital.
8.15 Capital Stock Credits—Payable.
8.00 Expense {Control).

ek At L i
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Subdivisions of the General Ledger

‘While the need for subdivisions of the ledger varies with the nature
and practices of the different enterprises and the number of trans-
actions in a particular item, the following is a list of those most
frequently used by loeal elevator companies:

1. Accounts Receivable ledger—This record, commonly ealled “Cus-
tomers’ Ledger,” is composed of individual gccounts with patrons,
control of which is represented in the general ledger proper by the
Accounts Receivable (Control) account. Postings to patrons’
sccounts are made from individual entries in the debit and credit
Accounts Receivable columns in the journal and monthly totals of
these columns are posted to the controlling account. Also when the
journsl is separated and s separate record is maintained for grain
purchases, postings of eredit items are made to these accounts from
the Accounts Receivable column provided in that record.

If the Accounts Receivable ledger is to be considered accurately
in balance the summation of the balances of the individual accounts
and the balance shown in the controlling account should be identical.

In the accounting practices of local elevators, sccounts for items
other than those representing charged sales are often maintained in
the customers’ ledger. See Accounts Receivable (Conirol) account for
Surther explanation of such eccounts and idems, end also the ilustration
and explanation of the Record of Grain Purchases.

2. Nofes Receivable ledger or register —This subdivision of the genersl
ledger may be further subdivided to segregate the different types
of notes receivable, namely: trade notes, mortgage notes, capital
stock notes, assessment notes, ete. On the other hand, it may very
well be a separate book and provide for both notes receivable and
notes payable. It answers the same purpose for notes receivable as
the Accounts Receivable ledger does for open accounts with patrons.
Separate controlling accounts, however, may be maintained in the
general ledger for different types of notes.

This book may be designed to provide a ready reference of the
details of all notes, and further reference to the notes themselves
is unnecessary. Generally transactions involving notes are pot suffi-
ciently frequent or numerous to warrant special columns in the
journal. Postings to both the individual and controlling accounts
are made from individual entries in the debit and eredit general
Ledger columns. Where such items are infrequent or are not numer-
ous, individual accounts in the general ledger proper will answer the
same purpose as & subdivision of that book. See the various notes
receivable accounts. .

3. Inventory record—Quite often in local elevators this record
is composed merely of work sheets which may be filed temporarily for
reference and auditing. A better plan is to carry the details of the

LY
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inventories in & bound book which may be treated as a part of the
permanent records. While this book carries the details of all inven-
tories, separate inventory accounts may be maintained in the general
ledger for grain, merchandise, elevator supplies, office supplies, and
power and heat fuel. It is very important that the quantities and
value of inventories be determined accurately and that the liability
for stored grain be correctly stated. The value of the operating and
financial statements is materially affected by these items.

4, Property record.—This record may be needed only by companies
" baving a large investment in land, buildings, equipment, trucks,
etc. As a means of preserving the original purchase cost and accur-
ately determining depreciation of the various properties owned, such
g record is essentinl. The usual property accounis in the general
ledgers of local elevators do not for long maintain the details that
may be carried permanently in a separate record designed and used
for that purpose.

8. Accounts Poyable ledger—This subdivision of the general
ledger answers in principle the same purposes as other subdivisions.
It may not be needed by many elevators. Frequently accounts pay-
able are few and may be carried in individual aecounts with the
creditors in the general ledger proper.

. Itis notoften that transactions are sufficiently numerous to warrant

special columns in the jourmal for accounts payable. Postings,
therefore, are usually made from individual entries in the debit and
credit General Ledger columns,

6. Notes Payable ledger or register—This subdivision of the genersal
ledger may be further subdivided to segregate the different types of
notes payable, namely: trade and short-term bank notes; notes pay-
able to directors, officials, and members; mortgage notes; ete. On
the other hand, it may very well be & separate book and provide for
both notes payable and notes receivable. See explanation of Accounts
Payable ledger above and the various nofes payable accounts.

7. Certificates of Indebledness (Loans) ledger—This subsidiary ledger
is provided to carry individual accounts with holders of certificates
of indebtedness where the company uses this type of paper in ob-
tuining loans. This ledger is represented in the general ledger
proper by the controlling account Certificates of Indebtedness—
Loans.

8. Dividends Payable ledger —This subsidiary record is frequently a
part of the Patronage ledger, which is a separats book from the
general ledger. It often provides for both patronage dividends and
dividends on capital stock. Patronage dividends due each patren
and member can very easily be computed from information con-
tained in the individual memorandum accounts kept with patrons in
this book. The amount of dividend due each member and patron is
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Bummary of Patronage Dividends
Dividends - Distribution Capital 8tock Credits
Applied on | Applied on
Pald Rtoount . |Capital Btock Par Value
Year Amount Date Total to Dats) Block
Tssued
Amaunt Amoutt Amount

NBDIG. .o cnorrnnaermmmanaes Shares Owned......
AALIOIE . s v cmnm e Pay Valus........-.
: Bummuyry of 8ales Patronage
Bales Purchases and Purchases Dividends Dividend on Caplial Stock
pﬂm Pu?caﬁgses . Distribution
uan- AL«
Date Ttem tityor | Date | ' Item Item tity or || Rate | Amount || Date (Rate| Amount Paid “”ﬂ“’d
Amount Quan- Quan. Amount on "t'
tity or | tiky or Date eoun
Amount | Amount
Amonnd | Amount

The above form ia for illustrative purposes only. It is used in recording all patronage of 4 member or nonmember and dividends. A
separate sheet is needed for each patron. These can be bound in & loose-leaf binder and in that manner it forma the Patronsge Ledger.
When the details of & customer's patronags, in both quantities and amounts are kept in other records, the above form may be used to

earry only summariea of the different itema. In those circumstances, the SBales and Purchases columns, except the SBummary column,
would not be needed.
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credited respectively to the individual accounts, and & summation of
these may be the basis of the journal entry to record the liability in
the Dividends Payable—Patronage and Dividends Payable—Capital
Stock accounts in the general ledger. These latter acecounts thus
act in the general ledger as controlling accounts of the Patronage
ledger.

9. Stockholders' ledger.—This book is provided to carry individual
accounts with stockholders in which are recorded the details of their
transactions in the capital stock of the company. It may be & part
of the secretary’'s records. Ordinarily, the general ledger eontrol
of thess accounts is repressnted by the Capital Stock—OQOutstanding
aceount. See Capital Stock—Outstanding and Capital Stock—Sub-

seribed accounts.
StocksoLDERS’ LEneEr

Name . cercanaecas
Address . _____ . ______
Sabsecriptions or Transfers Mathod of Payment
Notes Paid
Patron-
Origloal | Treis | pom whem Cash | Notes |age Divi-
lssus | ferred Tremsferred | Y008 dends
Dats Date
No. of No. of
Shares | Shares Amt. ;| Amt. Amt. Date: Amt.
[
Cartificats Issund or
Transierrod Cartificate Turned In or Translerred
Purchased | Donated
by Co. | toCo. Transferred

Certf. No. ot Cartf,
Dats ¥o. Ehares Date No.

No. of Bhs. | No.of Shs. [ No.of 8ks.] To Whom

Balanos Held

Dats Cartl. No. No. of Sbares

The above ledger page is for iHustrative purposes only. It iz & sub-
sidiary ledger form and is not used in posting to the general ledger mocounts.
Ynder the bookkeeping procedure indicated in this cutline all transactions are
transferred to the ledger acoounis through the Cash Journal and Purchases and
Sales Record.

If used ir bound form the book will contain the names of all stockholders ard
the details of their transactions in the capital steck of the company. XKeeping s
corporation stock beok is & legal requirement in some States and in a degree the
laws prescribe how and where this book must be kept.
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10. Certificates of Indebtedness {Capital) ledger—This book is pro-
vided to carry individusl sccounts with holders of certificates of
indebtedness, in which are recorded the details of transactions in
certificates issued for capital purposes. This ledger is represented in
the general ledger proper by the controlling account Certificates of
Indebtedness—Capital.

11. Capital Stock Credits ledger.—This book or subdivision of the
general ledger is provided to carry individual accounts with patrons
whose patronage dividends are being applied as eredits on the pur-
chase of capital stock in the company. Control of the accounts in
this ledger is represented in the general ledger proper by the Capital
Stock Credits—Payable aceount.

Other subdivisions.—In some cases it may be desirable fo carry
individual accounts in subdivisions of the ledger for the following:

A. Capital Stock Assessments Receivable.

B. Individual Deposits (Members and Patrons}.

C. Time Certificates.

These subdivisions will be operated in the same manner and will
answer in principle the purposes of the subdivisions explained above.

Entry Routing and Bookkeeping Procedure

In the discussion of sccounting principles and bookkeeping pro-
cedure presented in this publication, the primary plan is to explain
the principles end mechanics of procedure under each account heading
or title. This is accomplished by routing individual transactions in
debit and credit terms through the journal to the various ledger
accounts and explaining how each of these accounts is treated in the
process of closing and reopening the books. A study of the procedurs
outlined for each account will provide the necessary procedure in
posting to, balancing, closing, and reopening all of the general ledger
accounts, including those opened temporarily for adjusting and closing
purposes. It will also be observed that classification and routing of
most contrariwise entries are explained under the debit and credit
items assigned to the various accounts.

While the sources of original entries are not specified in the detailed
explanations of the accounts, the descriptions given of the important
primary recerds in another part of the report should suggest the
original record of the different transactions.

Closing and Reopening Books Lo

In the plan developed in this outline, the prime scheme is to give a
complete description of the underlying elements and bookkeeping pro-
cedure necessary in the operation of each and all accounts in the
general ledger proper and its subdivisions. Under this plan, the
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mechanics of bookkeeping involved in recording sll entries are
explained under the respective account headings. Therefore, in the
practical application of the boekkeeping procedure outlined for oper-
ating these accounts, the processes of balaneing, closing, and reopening
the peneral ledger ere accomplished. The use of cross reference m
explaining the operations of the different accounts should forestall any
possible confusion. The indicated procedure provides for closing at
the end of a fiscal period only. In elevator operations this ususlly
is the end of the business year. If acfual closings are made oltener
the same procedure would be followed.

The indicated methods of actually closing, ruling, and reopening the
asccounts that reflect balances (balance sheet accounts) after they are
technically closed at the end of a fiscal period for staiement purposes,
which, when carried out, necessanlly close and reopen the books,
suggest no hard-and-fast rule. Where the balance is not transferred
to another account, the procedure is simply to record the balance on
the debit or credit side, as the case may be, ruling the account and
bringing down the balance on the opposite side. On the other hand,
if the account is inactive it is not required that the account be ruled
and the balance brought down st the beginning of each fiscal period.
If the balance in any account must be transferred to another account,
as in the case of transferring the inventory accounts to the purchases
accounts, this is sccomplished by a journal entry. After the journal
entries are posted, the matter of ruling such accounts is left to the
judgment of the bookkeeper. Ordinarily,if an account is active, rul-
ing is considered desirable.

The above discussion refers mainly to the detailed description and
explanation of each account that is presented in part II of this pub-
Lication, which 15, from a practical standpoint, believed to be the most
important part of the outline. In the following chapters, a more
general explanation is piven of the necessary procedure in closing and
reopening the books.

Preclosing Trial Balance

Geuerally, it is desirable and should be the practice to prove the
accuracy of postings to the general ledger sccounts at the end of each
month and prior to recording the various adjusting entries at the close
of a fiscal period. This is accomplished by taking a trial or test
balance of the general ledger after all transactions at the end of each
month and fiscal period have been posted. The proof of the ledger by
trial balance is determined by listing on & columpar form the summa-
tions of debits and credits or the debit balances and eredit balances of
all open accounts in the general ledger. If the ledger is in balance,
the totals of these columns will be identical. Special books or forms

o
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are available for trial balance purposes. They can be made a part of
the permanent records; otherwise, any columnar sheet of paper may
be used. While proof of the general ledger may be obtained or
indicated by the frial balance, befors it can be considered accurately
in balance, the various controlling accounts in the general ledger
should be in balance with the subsidiary ledgers which they represent
and the Cash in Bank sccount should be reconciled with that of the
bank. After this proof has been obtained, all necessary adjusting
entries, such as those to record inventories, depreciation, aceruals, and
certain prepayments and expirations should be properly journalized
and posted to the ledger accounts in order to prepare the books for
the closing entries.

Adjustments for Inventories,
Expired, Accrued, and Deferred Items

If the operating results of a fiscal period are to be accurately deter-
mined, it is necessary that adjustments in some accounts be made
and others opened. Generally, it should be the practice to charge
off all actual and prospective losses currently and not to anticipate
profits. For this purpose accounts must be opened temporarily to
carry the inventories and all expired, acerued, and prepaid items of
expense and income, and losses in values applicable to the period
before the books are closed.

As a means to this end it will be necessary to prepare schedules of the
different items that must be considered. After these are completed
they are journalized and the entries posted to the respective sccounts
in the ledgers. The following is 2 detailed outline of the bookkeeping
procedure involved in preparing the ledger accounts for the closing
entries. '

Preclosing Journal Entries

As indicated sbove, there are certain preclosing steps to be taken
preparatory to closing the books, or “‘the ledgers,” at the end of a
fiscal period. The procedure is briefly as follows:

A. Determine the amounts of losses and gains on “open trades”
and enter these in the journal and post to the proper accounts in the
general ledger.

B. Determine the amounts to be set up as reserves for doubtful
notes and accounts receivable, investments, railroad claims, etec.;
enter these in the journal and post to the proper accounts in the
general Jedger. .

C. Prepare & schedule of inventories of owned grain, screenings
and merchandise and enter these in the journal and post to the proper
accounts in the general Jedger. .
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D. Prepare & schedule of inventories of stored grain; enter in the
journal and post to the Grain Inventory—Stored Grain and Storage
Grain Lisbility accounts in the general ledger.

E. Determine the amounts of accrued income; record these in the
journal and post to the proper accounts in the general ledger.

F. Prepare a schedule of depreciation on all physical facilities;
enter in the journal and post fo the respsctive reserves and expense
accounts in the general ledger.

G. Determine the amounts of prepaid expense, excluding prepaid
salaries and wages and prepaid insurance and bonds; enter in the
journal and post to the proper accounts in the general ledger. (See
Prepaid Salaries and Wages and -Prepaid Insurance and Bonds
accounts.)

H. Determine the smounts of acerued expense and enter in the
journsal and post to ths proper accounts in the general ledger.

1. Prepare a schedule of losses and gains from unusual shortages
and overages in weights of grain and merchandise, as shown by the
weight statements; record in the journal and pest to the proper
accounts in the genemi ledger.

J. Determine the amounts of notes and accounts recexvable, invest-
ments, railroad claims, etc., to be actually charged off as worthless;
enter in ths journal and post to the proper aecounts in the genera.l
ladger.

In ke-epmg with the classification of accounts indicated in this out-
sMine, which in practice is not likely to include as much or the same
det&ii, the above schedules, when completed, should provide the
information needed to make the following journel entries:

A. Losses and Gains, “Open Trades'’:

Debit (1) Credit
0090 Open Trades—Gain:
Grain Purchases Acsounts Coneerned. . oo _____ 000
Ta record this item on the books as a deferred asset and 10 offset the losses
reflected in hedged grain inventoried at market value. Thisentry is made merely
to establish on the books the asset value of this itemn at the time the books are
closed or at the end of a fiscal period. Upon reopening the books, the Open
Trades-Gain account iz immediately closed by & journal entry transferring its
balance to the Grain Purchases aosounts concerned in the new period.

Debit 2) Credit
600 Grain Purchases Accounts Concemed
: Open Trades—Loss__ . _ - ooh
To record this item on the books 88 & contingent liability and as an offset to
the gaing reflected in hedged grain inventoried at market value. See journal
entry No. 1 above.



48 FARM CREDIT ADMINISTRATION

B. Reserves for Doubtful Notes and Accounts Reeeivable, Investments, Rail-
road Claims, ete.:
Debit (1) Credit
000 Loss from Bad Debta:

Reserve for Doubtful Notes Receivable_ . _____.___________.____ 000

To record the estimated loss from notes taken in the fisenl peried on the bocks
a8 an expense or deduction from income, and to establish a book reserve to carry
these probable losses.

Dehit @ Credit
008 Loss from Bad Debts:
Reserve for Doubtful Aceounts Receivable, Advances, ete__ . ___ 000
{See entry No. 1}
Debit 3) Credit
oG Extraordinary Losses:
Reserve for Doubtful Investments__.__________ e ———— 000
(See entry No. 1}
Debit {4) Credit
8500 Extraordinary Losses:
Reservefor Fundsin Closed Bank____ _____________ . __._____ o000
{See entry No. I}
Debit {5} Credit
000 Loss from Leakage and Damage in Transit—Grain:
" Reserve for Doubtful Railroad Claime _______________________| 000
{See entry No. I}
Debit {6) Credit
000 Loss from Leakage and Damage in Transit—Merchandise:
Reserve for Doubiful Railroad Claims._ - - - o oo eemee 000

{See entry No. 1}
C. Inventories Owned Grain, Sereenings and Merchandise:

Debit {I} Credit

00G Grain Inventory—Owned Grain:
Wheat—Purcehases_ _ __ o iima————— 144 1]
Purum—Purehases_ o mmm—amam 000
Corm—Purehsses . _ . e e oo 000
Oata—Purchases_ _ _ ___ _ _ ______ o eman 000
Rye—Purchases .o e eeeema 000
Barley— Purchises o oo e oo 000
Flax—Purchases_ . _ o iiaaun 000
Spelt—Purchases .. _ _ _ __ ___ e 000
Sorghum—Puarchases oo 000

To record the grain inventory on the books as an asset and to allocate the re-
sulting credits to the various grain purchase aceounts as & step in preparing these
accounts for eleeing. (This eniry should be posted in detail to the Grain Iuven-

tory account.} z
Debit @ Credit
000 Screenings Inventory:

B eree MRS, - - - oo e —— e em 000

To record the screenings inventory on the books as an asset and fo alloeate the
resulting credit to the fiscal period in which the screenings originated.
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C. Inventories Owned Grain, Screenings and Merchandise—Continued.

Debit £3) Credit

000 Merchandise Inventory:
Coal—Purecheses. . - e e ono
Wood—Purchases._ _ . i cimmcm e 000
Feed—Purehases . _ o eao.- 000
Beed—Purehases_ . . e 00
Flour—Purehases. . .- . ... 000
Twine and Bags—Purchases.  __. ... . __ .. __..... 000
Livestock—PurehaBes . - v oo ocv o ie o ce e e mmm— e nam 000

{See entry Ne. 1)
D. Inventory of Stored Grain:

Debit {1) Credit
060 Grain Inventory—Stored Grain: )
Btorage Grain Liability . . o . _____ 000

This entry shows unpurchased stored grain momentarily on the books as an
asset and contrariwise 83 & contingent liability. It is made because the laws in
gome states require that evidence of this liability be shown on the bookas and
financial statemente at the end of an accounting period.

E. Accrued Income:

Debit (1) Credit
080 Acerued Storage—Receivable:
Storage—Income . .. o i aa 000
To ;eeord this itermn on the books as an msset and to refieet an uncollected
earNing in the income of the fiseal period to which it is applicable.

Debit (2) Credit
800 Accrued Sundry Operating Income—Receivable:
Sundry Operating Income_ o ... Q00
{See entry No. 1}
Debit (3 Credit
000 Accrued Interest—Receivable:
Interest Barned o (o im e lial- 0%
{See entry No. 1}
Debit {4) Credit
008 Aocerned Reflunds—Receivable:
Refunds Reeeived. _ o imeaae__ 000
{Ses antry No. 1)
Debit {5} Credit
000  Acerued Dividenda—Receivable:
Dividends Earned _ _ ____ e _ 000
{Sea entry No. 1)
Debit {6} Credit
o Acorued Sundry Nonoperating Income:
Sundry Neonoperating Income. .- . oo (o e 000

{Ses entry No. 1}
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F. Depreciation on Physical Facilities;

Debit {1 Credit
000 Inceme and Expenses—Dwellings:
Reserve for Depreciatioo—Dwellings__ _ .. ________.___ 000

To reflect the loss from wear and tear as an expense of operation in the fizeal
period to whieh it is applicable and to establish a book reserve for replacements.

Debit {2) Credit
000 Depreciation—Elevator Buildings, Machinery and Equipment:
Reserve for Deprecistion—Elevator Buildings, Machinery and
Equipment ____________.____ ... G0
{See entry No. 1)

Debit 3 Credit
000  Depreciation—Other Buildings, Machinery and Equipment:
Reserve for Depreciation—Other Buildings, Machinery and

{See entry No. 1}

Debit 4 Credit
000 Depreciation—Office Furniture and Equipment:
EReserve for Depreciation—OQffce Furniture and Equiprent___ 000
{See entry No. 1)

Debit - {5) Credit
000 Automobile Expense:
Reserve for Depreciation—Automobiles. o ___________ L
{See entry No. 1)

Debit {6} Credit
000 Truek Expense: :
000 Tank Wagen Expense:
000 Transport Expense:
Reserve for Depreciation—Trucks, Tank Wagons and Trans-
porta____._______ e e e m——————————m————————————— 800
{8ee entry No. 1}

Note: Uader the procedure outlined depreciation on autos and trucks is
charged directly to suto sand truck expense accounts.

Debit . Credit
009 Depreciation—Sundry Fixed Assets (Excluding Auftos and Trueks):
Reserve for Depreciation—Sundry Fixed Asseta. _____________ 000

{See entry No. 1)
Q. Prepaid Expenses:

Debit {1) Credit
00 Elevator Suppliee—Inventory:
Elevator Supplies Expense____ . ... c—emea-- 600
To record the inventory of elevator supplies on the books as an asset and to
reduce the expense account to its proper amount.
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G, Prepaid Expenses—Continued.

Debit {2) Credit
0G0 Office Supplies and Postage—Inventory:
Office Supplies and Postage Expense_ .. _____________ 000
. {Bes entry No, 1)
Debit . {3) Credit
060 Power and Heat Fuel—Inventory:
Power, Light, Water, and Heat Expense___________.__._.__.._ 060
{See enfry No. 1)
Debit {4} Credit
008 Prepaid Miscellaneous Operating Expenae:
Miseellaneous Operating Expense .o oo omacaeaa 000
{See entry No. 1}
Debit (5} Credit
o00 Prepaid Miscellaneous Administrative Expense:
Miscellaneous Administrative Expense. . _____________._.___ 600
{See entry No. 1}
Debit . (6) Credit
0ag Insurance and Bonds Expense:
Prepsid Inpuranceand Bonds______________________________ oe0

To reflect the expired insuranee and bond premiums on the books as an ex-
penae of operations and to establisk the current asset value of prepaid insurance
and honds.

H> Accrued Expenses:

Debit {1) Credit
400 Salsries and Wages Exponse Accounts Concerned:
Acorued Salariesand Wages. .o - e Friva)

To reflect accerued or unpsid salsries and wages ag an e¢xpense in the fiseal
period to which they are applicable and to record these items on the books as a
liability. )

Debit (2) Credit

800 Intereat Paid:
Acoreed Interest—FPayable. o e . __ 00D
{Ses entry No. 1} ’
Debit 3 Credit

000 Insurance and Bonds Expense:
Accrued Iasurance and Bonds (Only where all insvrance snd
bond premiums sre charged directly to an Insurance and
Bonds Expense scoounty___ ... _ .. 000
{See Prepaid Insurance and Bonds acoount)
{See entry No. 1}

Debit {9 Credit
600 SBocial Security Taxes:
Accrued Soeinl Security Taxes {Payable) . _ . _.o.___.. 000
{See entry No. 1} .
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H. Aecrued Expenses—Continued. )
Debit {5) Credit
080 COther Taxes and Licenses and (Other Expense Accounts Concerned

(excluding these itema on trucks):
Accrued Other Taxes and Licenses (excluding these items on

trueks) .. mean 400
{See entry No. 1}
Debit {6} Credit
€00 Power, Light, Water, and Heat Expense:
Acerued Power, Light, and Water______________________.___ 0g0
{See entry No. I}
Debit N Credit
000 Telephone and Telegraph Expense:
Aecrued Telephone and Telegreph______________________... ono
{See entry No. 1)
Debit (8} Credit
600 Rent and Leases Expense:
Accrued Rent and Yeases__ _____ . _______________________ 600
{See entry No. 1)
Debit, (® Credit

006 Miscellaneoua Operating and Other Expense Accounts Concerned
(See Terminal Storage Expenses):

Accrued Miscellanecus Operating Expense . _______ 600
{See entry No. 1}
Debit {10} Credit

000 Miscellaneous Administrative and Other Expense Accounts Con-
cerned (See Auditing, Special Bookkeeping, and Legal Fees):

Accrued Miscellanecus Administrative Expense______________. oo
I Losses and Gains from Unusual Shortages and Overages in Weights:
Debit {I) Credit
800 Shrinksge and Scale Loss—Grain:
Grain Purchases Aecounts Concerned _ ..o oo oooioooo... a0

Teo account for all the grain received into the elevator and to show this Joss
a8 an expense of operation. (If an overasge is shown in a partieular grain the
purchase scecount for that grain is debited aad the Shrinkage and Scale Loss
account is credited with the value of the overage.)

Debit T2 Credit
Qo0 Shrinkage and Scale Loss—Merchandise:
Merchandise Purchases Accounts Coneerned_ _ oo ______ a00

To aceount for all merchandise purchased aud to show this loss as an expense
of operation.

Nore.—It is recognized that not many elevatoras aitempt to refiect on the
books the money loss resulting from shrinkage and seale loss but are content to
show only the shortage or overage in weights as disclosed by the weight state-
ment. See Shrinkage and Scale Loss accounts for an explanation as to why and
when it is desirable {0 open this account.

J. Notes and Accounts Receivables, Investments, Railroad Claims, Eie.,
Charged Off a8 Worthless:
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Debit 4] Credit
000 Reserve for Doubtful Netes Receivable:
Notes Receivable Acernunt Concerned ..o . ___.__ 000

To charge any notea receivable considered worthless to the ressrve previously
established for this purpese and to reflect the asset account on the books at its
current value.

Debit 2 Credit
800 Reserves for Doubtful Accounts, Advances, Efc.:
Accounts Receivable, Advances, Ete________________________ ann

To charge any accounts receivable, advanees, etc., considered worthless, fo the
reserves previously established for this purpose and $o reflect the asset accounts
cn the books at their current value.

NoTte—If no reserves have been established for items 1 and 2 the amounts
sharged off are debited o Loss from Bad Debts.

Debit (3) Credit
008 Reserve for Doubtful Investments:
Investment Account Concerned . o oo o oo ____________ a6

To charge any investment eonsidered worthless to the reserve previously estab-
Hished for this purpose and to reflect the asset account on the books at its current
value.

Debit 4) Credit
000 Reserve for Funds in Closed Bani:
Fundsin Clesed Bank_____ . ____ . ___ 000

" To charge any portion of the funds in ciosed bank considered worthless to the
reserve previously established for this purpose and to reflect the asset aceount oo
the books at ita current value.

, Nore.—If no reserves have been established for items 3 and 4 the amounts
charged off are debited fo an extraordinary loss accoust.

Debit {3) Credit
000 Reserve for Doubtful Railroad Claims:
Railroad Claims_ .. .. 600

To charge any railroad claims considered worthless to the reserve previously
established for this purpase and to reflect the asset account on the hooks at its
current value.

Nore—If no reserve has been establiched for the above item the amount
charged off ir debited to Loss from Leakage and Damage in Transit or other
scoounts concerned.

Closing Journal Entries

Upon completing the foregoing journal entries and postings to the
ledger accounts, it will bs necessary to take the following steps in
preparing the books for closing.

A. Close all grain purchase and grain sales aceounts, including
screenings, by journal entnies transferring their balances to the Gross
Trading Income—Grain account.

B. Closs all merchandise purchase and merchandise sales accounts
by journal entries transferring their balances to the Gross Trading
Income—Merchandise account.
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C. Close all gross trading and sundry operations inceme accounts
by journal entries transferring their balances to the Net Trading and
Sundry Operations—Loss and Gain account.

D. Close all administrative and opersting expense accounts by
journal entries transferring their balances te the Net Trading and
Sundry Operations—I.oss and Gain sccount.

E. Close the Net Trading and Sundry Operations—Loss and Gain,
all nonoperating income, nonoperating expense and deductions ac-
counts by journal entries transferring their balances to the Net Income
and Loss account. (See journal entry on p. 58 for explanation of
State and Federal income {axes.)

F. Close the Net Income and Loss account by a journal entry trans-
ferring its balance to Undistributed Income or Surplus as the ease
may be.

Under the classification of accounts listed in this outime to carry
out in detail the procedure indicated above, which in practice is not
likely to include as much or the same detail, the following journal
entries are NeCessary:

Debit {1 Credit

OO0 Gross Trading Income—Grain:
Wheat—Purehases __ _ __ _ __ __ o 000
Darum—Purehases - . e o0
Com—Purchases___ _ _ ______ e 00D
Oate—Purchases . ... i i amiiececmmmm—————— opo
Rye—Purchases._ . __ ________ . _ . oo 000
Barley—Purchases__________ ____ ___ e 000
Flax—Purchases__ ___ __ _____ o ieiiiiimnmn 000
Speltsz—Purehases_ _ e~ 000
Sorghum—Purehasen o oo oo 200

To ciose the grain purchases aceounts and te transier their balances to the
Groes Trading Income—Grain aecount as 8 step in determining the gross trading
income from grain operations. (This entry should be posted in detail to the
Gross Trading Income—Grain account.)

Debit @ Credit
000 Wheat—=Sales:
000 Durum—Sales:
00 Corn—Sales:
006 Oata—Sales:
000 BRye—Sales:
000 Barley—S8ales:
00 Flax—Sales:
000 Spelta—Sales:
000 Sorghum—Sales:
000 Screenings—Sales: .
Gross Trading Income—Grain _________________________.. 600
To close the grain sales accounts and to transfer their halances fo the Gross
Trading Income—Grain account a3 a step in determining the gross trading income
from grain operations. (This entry should be posted in detail to the Gross
‘Trading Income—Grain acoount.)



ACCOUNTING—COOPERATIVE GRAIN ELEVATORS 55

Debit (3 Credit

600 Gross Trading Income—Merchandise:
Coal—Purehases. .. o cecmcam—m——aas Gog
Wood—Purchases._ . ... .o 006
Feed—Purcheses. . .« .- -« iienaaaa 006
CFlour—Purchases. - o - oo e 000
Beed—Purchases. .- oo oooo e ciicceeena 000
Twine and Bage—Purchases________________ .. ... _____.__ 006
Livestock—Purehases. . _ . oo 000

{See entry No. 1)

Debit {4) Credit

.01 Coal—Sales:
000 Wood—Salea:
400 Food—Salea;
000 Flour—RSales:
600 Seed—Bales: ro
800 Twine and Bags—Sales:
600 Livestock—Sales:
Gross Trading Income—Merchandise_ _... .. _____________. (41,4
{Bee entry No. 2)

Upon completing the above journal entries they are posted to the
proper accounts in the general ledger. It will then be necessary to
record the following entries
Debit {1 Credi}
Q00 Gross Trading Income—Grain:

Net Trading and Sundry Operations—Loss and Gain_______ 000

To close the Gross Trading Income—Grain ascount and to transfer its balance
to the Net Trading and Sundry Operations—Loss and Gain account as & step
in determining the net operating loss or gain.

Norg.—The above entry ig reversed if the balance in the Gross Trading
Income—Grain acsount refiecta a loss.

Debit s e (2) Credit
. 600 Gross Trading locome—Merchandise:
Net Trading and Sundry Operations—Loss and Gain_______ 000
{See entry No. 1}
Debit 3 Credit

000 Storage—Income:
000 Handling—Incoms:
660 Grinding—Income:
900 | Cleaning—Income:
000 Handling Goverament Feed and Seed:
000 Livestock—Commissions:
000 Sundry Operating Income:
000 Truck-—Groas Eamings:
000 Tank Wagon—Gross Earnings:
000- Transport—QGross Earnings:
Net Trading and Sundry Operations—Loss and Gain_______ o000
To elose the sundry operations gross income accounts and to transfer their
balances to the Net Trading and Sundry Operations—Loss and Gain account as
& step in determining the net loss or gain from operations. {This entry should
be posted in detail to the Net Trading and Sundry Operations—Loss and Gain
aooount.)



58 FARM CREDIT ADMINISTRATION

income is subject to state and Federal income taxes, the amount of the
tax should be estimated and recorded by the following journsl entries:

{Debit} (1) {Credit)
000 Net Income and Loss:
Reserve for State Income Tax___ ... _____________________ 000
Reserve for Federal Income Tax_____ __________ . ___________ o00

To record the estimated tax on the books as a deduction from net income
and to establish book reserves to carry these liabilitiea.

Note.—If it is desirable the reserves for income taxes may be established
out of Undistributed Income or Surplus after the Net Income and Loss has been
transferred to one or the other of those acecounts. ’

After the above journal entries have been posted to the ledger
accounts it will be necessary to record the following entry to c}ose the
Net Income and Loss account:

Debit {1} ’ Credit
000 Net Income and Loss:
Undistributed Income—Current Period or Surplus (as the case
may be) e emeeeo 000

To close the Net Ineome and Loss account and to transfer its balanca to the
Undistributed Income—Current Period or Surplus sccounts, as the case may be.

Note.—If the balance shown in the Net Income and Ioss account reflects a
loss, that aceount is credited and Surplus is debited with the amount.

Ajfter Closing Trial Balance

From the viewpoint of operations, after the above journal entries
are completed and posted to the proper accounts in the general ledger,
the books are technically closed. The only sccounts now showing
balances should be those reflecting assets, labilities, capital, surplus
and reserves. The remaining steps are (1) take & second or “after
closing” trial balance of the general ledger to prove the ledger to be
properly in balance, and (2) record the necessary entries in actually
closing and reopening the books. .

'Special Reserves and Reserve Adjustmenis

On the other hand, if any action is taken to establish further reserves
or to adjust any reserves previously established or dividends before
the books ere actually closed, the following sre indicated as possible
journal entries, In the event any of thess or other entries are neces-
sary, the after elosing procedure indicated above is not undertaken
until these entries are posted to the respective accounts in the general
ledger.

Debit (1) Credi$

000 TUrudistributed Income or Surplus (As the case may be):
Reserves for Sinking Fuand. . _____ . _______ ... ...ioio... 000
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Debit {2} Credit

000 Undistributed Inceme or Burplus {As the case may be):

Statutory Reserves _____ . ... ... iiiiceama- Q00
Debit (3} Credit
000 Undistribuied Income or Surplus {As the ease may be}:

Reserves for Edueational Funds ____________________________ 003
Debit (4 Credit
800 Undistributed Income or Surplus (As the case may be):

Reseyves for Sundry Contingensies_ __ ... __________________. 000
Debit {5} Credit
000 Undistributed Income or Surplus {As the case may be}:

Reserves for Uncompleted Contraets__ . _______________ 000
Debit . (6) Credit
000 Tndistributed Income or Surplus {As the case may be):

Heserves for Liability on Purchase Contraets ___________.____ 00
Debit €8] Credit
000 Undistributed Income—Current Period or Surplus {As the case may

be):
‘Dividends Payable—Capital Stoek _ . ... 00D
Dividends Payable—Pstronage . _ __ ... __________________ 000

To debit the Undistributed Income—Current Period or Surplus account, as the
case may be—with the amounta of the dividend declarations, and to record these
pavables on the books as & Liability. The eniry may represent the estimated
rather than sotusl amount of the dividends.

Nors.—The above entry is recorded onty when the dividends are declared but
not paid before the books are actually closed. 1If dividends are mot declared
before but will be declared after the books are closed, reserves for the approximate
amount sheuld be established and recorded on the books in the period to which
the dividends are applicabls. I the dividends are actually paid before the books
are closed they are debited to the Undistributed Income—Current Period or
Burplus acoount, as the tase may be.

Debit (38) Credit
000 Undistributed Income or Surplus {As the case may be):
Reserveg for Dividends Deferred . _________________________ 000

To record on the bouks an estimated amount enrmarked as a contingent
Liability reserve when actual payment of the dividend is undetermined.

Debit %) Credit
006  Dividends Payable:
Unclaimed Dividends. ___ _ L 000

To transfer any unclaimed dividends out of the current to a contingeat
Hability account. This is a temporary aceount and is transferred te Surplus
when payment of the dividends seemns unlikely.

It also may be necessary to record adjusting entries because of
action taken to reduce reserves previously established or to transfer
balances in reserves to other reserves or to Surplus. Such entries
should be made in keeping with the treatment of such items under
rulings of Federal and State income tax agencies.
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Financial and Operating Statements

FTER the second or “closing” trial balance has been taken aund
the ledgers are proven to be in bulance, the usual next step is to
vrepare the Bulance Sheet and Income and Expense Statement,

All nominal eccounts, such as purchases, revenue, expenses, and
fosses and gains, with the exception of the Undistributed Income
account, are closed at this stage and should not refleet balances.
Technically the books are closed., The only steps needed to complete
the process are {1) actually recording the debit and credit balances in
the columns that are doficient, and (2) ruling the accounts.

It is obvious, however, that those accounts showing balunces at
this stage are only technically closed for accounting purposes and
cannot remain closed; also, that for practical sccounting reasens in
reopening the books for o new fiscal period, somo of these accounts
are actually closed by transferring their balances Lo other aceounts.
1t is also recognized that the processes of sctually recording balances,
ruling the accounts and bringing down the balances us debits or erediis
in the new fiscal period are carried out simultancously, but technically
they accomplish separate and distinet steps in sccounting procedurs.
On the other hand, slthough serving two purposes in a going enter-
pnse, thess steps are primarily concerned with the procedure involved
in reopening the books, which is explained in a following chapter.

The Balance Sheet, or financial statement, is the only statement in
which the financial position and the elaments composing the financial
structure are set forth in summary form. In preparing this statement,
it is necessary to refer only to the accounts in the general ledger proper.
The accounts in this book now carry only those balances reflecting t&;e
assets, habihtles and net worth of the compeny.

Bafance Sheet

_The following form of Balance Sheet i is based on the aceounts listed
in the chart of aceounts outlined in this publication. It will be noted
that in preparing the form, cerfain accounts have been consolidated.
It is believed, however, that the iters are presented in sufficicnt detail
for, all practical purposes. If, in actual practice, more or less detail
is desirable, this camn ho readﬂy obtained by bresking down the sum-
mary acconnts into more detail, or by further consolidation.

While the reserves for depreciation and estimated losses appear on
the credit side of the ledger and theoretically would appear on the

liability side of the Balance Sheet, they are shown here as deductions
from the resg)ecéwe assets,
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BALANCE SHEET

Cash:

AgsETs
lurrent Asneis
CashonBand_ .- _____ . ___ . ____ ____. _——
Cashin Baak. .. . ... ___. —_——
Total _ . ._ e e

TFradc Notes and Aceounts Receivablo:

Accounts Reoelvable—(}m Commission

Notes Receivable—TPrade _____ . _________ ._._
Notes Receivable—Officials and Fmployees - __
Acvounts Beccivable—Trade___ __ mm—— e

Less—Reserves for Doubtful Egics and

Aceounts. o o e

Total—Less Reserves___ . __ . ____.
Advanses—Seeured: .

Advanges—Unseeured:

Advances—Employees._ -~ .. e
Advances—Coniract Grmn_ e emm e

Other . i aeo -

Aceriicd Itoms:
’ _ Acgerved Storage____ . _.__ P
Aecmed Iﬁi,eresf; ______________________

Total Carrent Asscts_____ el

078585 --?13—-— -3
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BALANCE SHEET—Continued
Assers—Continued
Investmenta and Other Aszsels
Investmenta:
Goveroment Bonds._ ____ _______________ ___.
Mortgage Notes_.___.__________________ __..

Less—Reserve for Doubtful Investments__ ————
Total—Less Reserves_ . _ oo oo o __ eem
Cther Assels:
Capital Stock Notes Receiveble__________ ____
Capital Stock Subseriptions_ ... ___. ___.
Capital Stock Assessments _.____________ ____
Funds in Closed Bank_ oo - .o oo ...

Less—Reserves for Doubtful Items______. I
Total—Less Reserves oo ceae oun ———
Total Investments and Other Assets____

Fized Asseis and Deferred
Chargea
Land, Buildings and Equipment;

Total ___ .. ————
Less—Reserves for Depreciation__________ ———
Total-—YLess Reserves. __ ______________ ———
Other Fixed Assets:

Less—Reserves for Depreeciation._________ S
Totel—Less Reserves_ .. ______________ ————
Deferred Charges:
Prepaid Sslaries and Wages__________.____ -
Prepaid Insurance and Bonds____ .. _.___. S
Prepaid Sundry tems__________._....._. -
Elevator Supplies—Inventory__.._..____.. ——-
Office Supplies and Postage—Inventory.__. ——
Power and Heat Fuel—Inventory__ ______ ——
Miscellsneous. .. ______________________ ————
Total __ __ L __.... e
Total Fixed Assets and Deferred Charges_
Total Assels______________________._.
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BALANCE SHEET—Continued

L1sBILITIES AND CAPITAL
Current Liabililies
Trade Notes and Accounts Payabie:
Qutstanding Cheeks__ . . oo..
Bank Overdraft. _____________________
_ Accounts Payable—Grain Commission Co.

Credit Balances— Accounts Receivable____
Draftson Carsin Transit. _ . ____________
Notes Payable—Trade. ... ___.___
Accounts Payable—Trade. . _____.__.._.

Sundry Current Liabilities:
State Sales Taxes .- oo oo
Social Secority Taxes_ _ _..o...oo_ Lo ____
Reserve for Federal Income Taxes__._____
Reserve for State Income Taxes__________
Notes Payable—Officials and Membera_ ___
Individual Deposits—Members and Pa-

. Dividends Payable— Capital Stock and
PalrOnNage . - o e e e aemm————
Storage Grain Lisbility . ____.___
Notes Reeeivable Discounted (Payment

Accrued Items:
Accrued Intereat L. . ..
Acorued Saleriesand Wages. _ .. ... __
Acgcrued Taxes and Licenses (Excluding
Sales and income taxes and social secur-
ity taxes gollected from employees; _ ..
Accrued Other Expenses. . ... ____.___

Deferred, Fized and Con-
fingent Liahilities
Deferred Liabilities;

Fixed Liabilities:
Mortgage Notes. oo ooommoom oo
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BALANCE SEHEET—Continued
Liapnaties aNp Carrtar—Continued
Dieferred, Fized and Conlingeni

Liakititice—Continued
Contingent Liabilities:
Unclaimed Dividends_ . _________________ ———
Dividends Deferred____ . __________..___ ——
Total e ——
Contingent Reserves:
Reserve for Uneompleted Contracts.__. . ————
Reserve for Liasbility on Purchase Con-
traets o - ——-
Reserve for Educational Fund_ __ ________ I
Reserve for Sundry Contingencies_ _______ -
Total . _ e ee ; ———
Total Deferred, Fixed and Contingent
Liabilities_ _ oo _——
Capital and Surplus
Capital:
Capital Stock Subseribed__ ... _________ ____
Leas:
Capital Stock—Treasury Slock. oo ____
Capital Stock—Outstanding. .. ________.__ . ——_——
Certificates of Indebtedness—Capital ____ ——-
Capital Stock Credits__________ . _.__ ————
Total . eeeeen———— ————
Surplus Reserves and Surplus {or Deficit):
Statutory Reserves_____________________ ——_———
Reserves for Sinking Fund___._________.. —
Surplus (or Defieit) _____ _____ . _.__ ———
Undistributed Income {Previcus Periods). _ _——
Undistributed Income (Curvent) . ______ ——
Total e ___ ———
Total Net Worth. - oo v ocm e oo e ———
Total Lisbilities and Capital_.. ________ I
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Income, Expense, and Loss and Weight Statements

The following form of Income, Expense and Loss Statement is pre-
sented for illustrative purposes only. It is based on the classification
of aceounts set forth in this outline and is a form that may very easily
be prepared from the various general ledger loss and gain accounts
indicated in the classification of aceounts. It must be realized, of
course, that gross purchases and the inventories of grain and mer-
chandise must be obfained from the various purchase sccounts.

Under the bookkeeping procedure suggested in the operation of the
accounts, all realized losses and gains resulting from hedging opera-
tions and the credits resulting from leakage in transit claims filed
are reflected in the sales accounts, In setfing up shrinkage and scale
loss, the contrariwiss eredit entries are posted to the various purchase
accounts. Therefore, these items are not Ested on the Income,
Expense and Loss Statement illustrated, except that leakage in transit
claims charged off and the shrinkage and scale loss are shown as items
of operating expense. On the other hand, if the value of abnormal
weight overage in soms grains is greater than the abnormal shrinkage
in others, the resulting net gain, as reflected in the Shrinkage and
Secale Loss sccount, is shown es a separate itern of income on the
Income, Expenss and Loss Statement.

If it is desirable to show all of the above items separately, it should
not be difficult to obtain this information if the suggested bookkeeping
procedure is followed and the Income, Expense and Loss Statement
can beé altered for that purpose.

Incoun, ExrENnse, A¥p Loss StaTEnmBNT

Porlod ____________ . ___.. 193 b0 o .. 193_ ..
Inveniory Inventory
Ownod Owned
Grain and Pur Gratn and|Cost
Itam Merchin- 3 Total | Merchan-| Goods | Sales | Loss | Gain
dise Be~ dise End | Scld
ginning of| of Perfod
Pericd
Grain:
Wheat . e fenmcrmmcnfemee et ee e
L8-7 4  DUPUNNOUURPDU SO PUNGIOD WONPUPS) MUV FUUURTNE NUUUNE UM M
Sereenings. . .- SNPRINS FRNURRS AP AP S R SO SR
Total Grain. . ____.| .. ... - ISR BV, U I N R
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Incone, ExpENSE, AND Loss Stareuent—Continuéd

Gored Tretary
Grain snd] _ Gram and] Cost of
Ttem Mm%t:- Total | Merchan Gstz;gs Sales | Loss | Gain
dise B dise End
ginonioe of Periad
Merchandise:
L 67\ U UMD NUNUIUIPE SUUUIU SISO SRNNIRIDE IUIDRU S S
Peed_ _ e e e e e e e e

Total Merchandise.

Total Other Operating Income

Total Trading and Other Operating Income. . __ ... _______ _______.

OPERATING AND ADMINISTRATIVE SALARIES, WAGES AND EXPEXSES

Salariez and Wages:

Salaries and Wages—Manager
Salaries and Wages—Elevator

Maintenance and Supplies Expense:

Power, Light, Water and Heat

Sundry Operating Expense:

Express, Freight and Drayage

Loss from Leakage in Transit (Claims Charged O}

Shrinkage and Secale Loss.
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OPERATING AND ADMINISTRATIVE SALARIES, WAGES 48D ExreNses—Contd.

Administrative Expense:
Auditing, Special Bookkeeping and Legal Fees. . ______ ________
Directors’ Feesand Expense_ .. _____.____ ________
Office Suppliesand Postage. - - ... ... ________
Telephone and Telegraph _.________________________ ______._
Insurances and Bonds o ooe oo ool
Taxes and Licenses {(Excluding sales and income taxes). ........

Net Operating Income._ - aeeeeo-

Nonoperating Income:

Total Nonoperating Income____. .. ________ --__-____,: ______________

4

‘Fotal Net Operating and Other Income_ . _______ ... .. _____...

Deductions from Tneome:

‘Net Incomeand Loss. .. ae el e
Distribution of net Income:

Federal Income Taxes (Estimated) . __ _. .. ________ ________
State Incoms Taxes (Estimated)__ _ ____ .. _______ ...

Tobal . e eemecmmmm—n e o

Tndistributed Income or Surplas_ ... i _ __Loa..
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In determining shortages and overages in weights, it is desirable
that the various items affecting these be shown separately on the

Weight Statement.
WelegsT StaTEMENT! (No. 1)
Whest Darum Evs Omis
Inventory—AH grain  {Beginning of | Bushels | Bushets | Bushels | Bushen
PETIOR) - m o e em oo 5000} 5000)] 5000 5000
Less: Stored grain to be accounted for
{Beginning of period) _______ .. 2,000 2,000 2 000 2, GoD
Inventory—Owned grain (Be-
ginning of peried) oo oaalo_ 3,000 3,060) 3, 000 3, 000
Purchases— All grain (Current period)____|125, 000 [125 000 1125, 00C | 125, 000
Total purchases and inventory of
owned grain (Beginning of period)_|128, 0060 [128, 000 (128, 060G | 128, 00D
Inventory—All grain (End of period}_____ 8, 0600 8 006 8, c0C 8, G060
Less: Stored grain to be accounted for
{End of peried). . ______ 3,000 { 3,000 3, 000 3, 000
Inventory;OWned grain {End of -
period) - e 5000| 5000 5000]| 5000
Total—0Owned grain to be ac-
ecounted for {(End of period)______ 123, 000 [123, 000 (123, 600 {| 123, 000
Shipments and sales of owned grain {Cur-
rent period) o oo c—————— 122, 600 [123, 500 {122, 000 | 122, 250
Book shrinkage or overage_ ... ___ —1,000 } <4500 0 —750
Adjustments:
(a} Leakage in transit for which
claimsarefiled._ . .. _.__.._ 150 156 150 150
(b) Shrinkage, in excess of dockage, .
due to eleaning operations_ ___. 100 100 100 160
(¢) Grain destroyed by fire, flood, ete. 260 200 200 200
(d) Grainshortage, due to dishonesty
of ernployees___________._____ 100 100 100 100
() Grain purchased for resale with- g
drzwn, ground, and sold as feed._ 200 200 200 200
Total e 750 750 750 750
Shrinkage or overage unaceounted for_____ —250 |41,256 | 4750 1]

1 This statement is for [Hustrative purbosss. Tue welghls shown are not waights after dockage has boen

doducted.
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1 This stateisent {a for fllustrative purposss oniy.
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Reopening the Ledgers

Upon completion of the Balance Sheet and Income, Expense and
Loss Statement and before the accounts or the ledgers are actuslly
closed or ruled, it will be necessary fo take certain steps which in
effect are the steps by which the accounts or the ledgers are reopened
in the new fiscal period.

Journal Entries to Reopen Ledgers

In keeping with the classification of accounts indicated in this
outline, which in practice is not likely to include as much or the same
detail, to reopen the books it is necessary that the following journal
entries he made and posted to the accounts in the 1edgers

Oreninag EnTRIES
Debit {1 Credit
600 Grain Purchases Accounts Concerned:

To close the asset account and fo debit the estimated gain, credited to the
preeeding fiseal period, to the new fiscal peried i which the actual gain is realized

Debit o) Credit
0o Open Trades—Loss:

) Grain Purchases Aceounts Concerned. __________________._ 000

To close the Lability account and to credit the estimated loss, charged to the

preceding fiscal period, to the new fiseal period in which the actual loss i9 sastained.

Debit {3) Credit
000 ‘Wheat—Purchases:
000 Durum—Purchases:
000 Core—Purchases:
000 Oats—Purchases:
000 Rye—Purchases:
00 Barley~—Purchases:
000 Flax—Purchases:
600 Spelt—Purchases:
600 Sorghum—Purchases:
Grain Inventory—Owped Grain. . 000
Te close the Grain Inventory account by transferring the inventories to the
various grain purchase accounts in the new fiscal period.

Debit 4) Credit
000 Storage Grain Lisbility: -

Grain Inventory—Stored Grain. . . oo 800

To close both the Storage Grain Lisbility and Grain Inventory (Stored Grain)

accounts. This entry is the reverse of the entry by which these accounts were

opened.

Debit ) Credit
060 Screenings~—3Sales:
Screenings Inventory_____ .. 000
To close the Screenings Inventory account by trsnsferrmg the invenlory fo
the Screenings Sales account in the new fiscal pericd.
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Operinag Entrizs—Continued
Debit (6) Credit
poo Coal~—Purchases:
1] Wood—Purchases:
800 Feed—Purchases:
000 Flour—Purchases:
0600 Beed—Purchases:
000 Twine and Bags—Purchases:
{00 Livestock—Purchases:

Merchandise Inventory_ o e 660
{See entry No. 3}
Debit N Credit
000 Storage—Ineome:
Accrued Storage—Receivable. _____________________________ 000

To ciose the asset account and to charge the income aecount in the new fiscal
period with the acerued storage credited to income in the preceding fiscal period.

Debit {8) Credit
000 Sundry Operating Incomne:
Acerued Sundry Operating Income—Receivable oo .o...... 060
{See entry No. 7T}
Debit {9 Oredit
000 Interest Earned:
Accrued Interest—Receivable __________________________.___ 000
] (See entry No. 7}
Debit (10} ‘ Credit
000 Refunds Received: .
Acerved Refunds—Receivable .. ___________________________ 000
{See entry No. 7}
Debit 83 ); Credit
000 Dividends Earned:
Acerued Dividends—Receivable ___________________________. 000
{See entry No. 7}
Debit {12} Credit
000 Sundry Nenoperating Income:
Aceraed Sundry Nonoperating Income ... ... 000
{See entry No. 7}
Debit 13} Credit
000 Elevator Supplice Expense:
Elevator Supplies~Inventory. . .. . ______________ 000

To close the inventory account by transferring the inventory to the expense
aocount in the new fiscal peried.

Debit (14} Credit
0600 Office Supplies and Postage Expense:
Office Supplies and Postage—Inventory___ . ____ .. ___. 000
{See entry No. 13)
Pebit {15) Credit
200 Power, Light, Heat, and Water Expense:
Power and Heat Fuel—Inventory_ _____ oo oo _ 000

{See entry No. 13}
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OreniNG Enrries—Continued

Debit {16} . Credit
000 Miscellaneous Operating Expense:
Prepaid Miscellaneous Operating Expense _ ... _____________ 00D
{Bee entry No. 13}
Debit an Credit
oce Miscellaneous Administrative Expense:
Prepaid Miscellancons Administrative Expense ______________ 000
{See entry No. 13}
Debit (18) Credit

000 Accrued Salaries and Wagea:
Salaries and Wages, and Other Expense Accounts Concerned
{See Truck Expense)_ __ __ e Ceo 000
To elose the Liability account and fo show the acerued expense charged to the
previous period as a credit to the new period in which it will be paid.

Debit {19} Credit
000 Agcrued Interest—Payable:
Interest Paid . emmemeaa . 000
{See entry No. 18)
Debit {20} Credit
000 Accruaed Insurance and Bonds:
Insurance and Bonds Expense {Only where allinsurance and bond

premiums are charged directly to an Insurance and Bonds
Expense account. See Prepaid Insuranee and Bonda aceount). 080

{See entry No. 18}

Debit {21 Credit
000 Accrued Social Seeurity Taxes:
Social Security TAKES_ - - - oo oo 000
{See entry No. I8)
Debit {22) Credit

000 Accrued Other Taxzes and Licenses:
Other Taxes and Licenses, and Other Expense Accounts Con-

cerned (See Truck Expense) __ __ . _______________________ 000
{SBee entry No. 18)
Debit (23} Credit
600 Accrued Power, Light, and Water:
Power, Light, Water, and Heat Expense _______ . __ o wco_. 400
{See entry No. 18)
Debit (24} Credit
000 Accrued Telephone and Telegraph:
Telephone and Telegraph Expense _____ . ____ o oeeeooe.. 000
{See entry No. 18)
Debit {25) Credit
000 Accrued Rent and Leases:
Rent and Lesses Expense. .o oo s 1)

{See entry No. 18}
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OrexinG ExTwins—Continued
Debit {26} Credit
800 Actrued Miscelisneous Opemating Expense:
Mhne:m Operating and Other Expense Aotounts Con-

oerned (See Terminal Storage Expencey ___________ 006
See entry No. 18)
Debit @ Credit

000 Acerued Miscellaneous Admiristrative Expense:
Miseeflaneous Administrative and Other Expense Aceounts Con-
cerned {See Auditing, Speeial Bookkeeping and Legal Fees}_ 000
(See entry No. 18)

The balances shown in all other accounts, if the accounts are ruled,
are brought down without the use of the journal. The inactive ac-
counts, which for practical reasons are not ruled, remain as they were
at the titne the books were closed. See method of handling these
accounts given in the explanation of bookkeeping procedure under each
account title in part I1.

Chart of Accounts and Symbols

Chart of accounts.—In constructing the chart of accounts shown in
this outline, effort was made to list sll sccounts approprniate to the
needs of locil elevators,

The Group and Sub-Group Classifications, which sre pot repre-
sented in the genersl ledger by corresponding accounts, merely indi-
cate possible and logical tabular separations or the arrangement of the
general ledger. In other words, they function as guides in separating
or allocating the Ledger or Detail sccounts in that book.

The Ladger or Detail accounts are those accounts likely to be needed
in the general ledger proper or its subdivisions, which are usually
represented in the general ledgzer by controlling accounts.

The classification of the Ledger or Detall accounts as shown in
the chart is merely to indicate the purpose of the accounts or the
elements or items of which they ares composed. In practice many of
the accounts will appear in the ledger under different classifications.
To illustrate: The Cash in Bank account is camied in the ledger under
the name of the bank or banks in which deposits are made; the same is
true of the Funds in Closed Bank account ; the Accounts Receivable—
Grain Commission Companies sccount may appear in the ledger ander
the name or names of the commisson companies indebied to the loeal
slevator; the Martcage Notes— Beceivable account is ecarfied In the
ledger under the name of person or firm giving the mortzage. Ob-
viously, similar differences will be reflected in other accounts.

While the sequence followed in the chart is the order in which the
acoounts may logically appear in the ledgers, it is not necessarily the
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arrangement to be used. Generally, the plan to follow is the srrange-
ment most convenient in the preparation of financial and operating
statements.

Although some accounis in the chart are not regularly or commonly
used, the infention has been to list those of which there has been @ known
need by some local elevator company. It is practically impossible to
compile s complete list; yet the belief is that the field covered is suffi-
ciently broad to furnish a guide in all probable cases.

It is to be assumed that the operations and needs of an elevator
will, to a large extent, determine the number and classification of
accounts in the general ledger. In mapy cases, all prepaid items
may very well be carried in one account, accrued items might be
handled likewise, and many of the indicated expense accounts may be
consolidated under one heading without disturbing their value or the
bookkeeping procedure outlined here. The extensive classification
used in this outline facilitate explanation of entry routing and book-
keeping procedure.

Frequently, elevator companies engage in functions and services
either directly or through subsidiaries that are not technically a part
of elevator operations, yet all transactions are recorded in s single set
of books. In those cases where such functions warrant separate
books, which often is highly desirable and frequently a practical neces-
sity, some of the sccounts listed in the chart of accounts would
naturally serve es a part of those records.

Following the chart proper &re certain account titles which would
appear on the Balance Sheet only. These are not represented by
corresponding accounts in the general ledger and obviously are not
incorporated in the system of symbols.

Account symbols.—The system of symbols used is ordinarily referred
to as the “Decimal System.” It is designed to permit considerable
expansion in the number of accounts without disarranging the general
scheme of classification. The actual vse of the decimal point in this
illustration was for the purpose of vividly setting forth the principal
keys to the system, but it would serve no useful purpose in practice.
In practice the numbers would be 11, 111, 12, 121, ete., rather than 1.1,
1.11, 1.2 and 1.21, ete. .

It is not the intention to suggest that account symbols are desirable
in all cases. It is recognized that in many local elevators the use of
symbols may be not only undesirable but impractical. Under such
circumstances, the titles of the group and subgroup headings may be
used as & basis for tabular separations of the accounts in the general
ledger. In this manner, journalizing and posting reference is made
and directed by titles and ledger page numbers.
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The suggestion is that when account symbols can be used in local
elevator accounting systems, they are devices by which considerable
economy in journalizing and posting can be effected. Once the sym-
bols of the more important and most used sccounts are learned, book-
keeping can be carried out with greater ease and a saving of time.

Summary accounts.—The symbol numbers 1 to 9 inclusive, represent-
ing the summary sccounts, are not represented in the general ledger
by corresponding accounts. They ars merely symbols used in
allocating accounts under general group headings and indicate the
principal tabular separations of the general ledger accounts.

Balance sheet gecounts.—The symbol numbers 1.1 to 1.9 up to and
including 6.1 to 6.9, representing Balance Sheet accounts, also are not
represented in the general ledger by corresponding accounts. These
symbols ere used in allocating accounts under subgroup headings and
can be used in locating, by tabular separations, subdivisions of the
accounts falling under the summary or general group headings.

Nomingl or operating aecounts—The symbol numbers 7.1 to 7.9 up
to and including 9.1 to 9.9, representing the Purchases, Sales, Incoms,
and Expense accounts, serve in principle the same purposes as the
subgroup symbols 1.1 to 6.9 explained above.

Ledger or detail accounts.—The symbol numbers 1.11 to 1.99 up
10 and including .11 to0 9.99, representing the ledger or detail accounts,
are represented in the generel ledger or its subdivisions by correspond-
ing accounts. These symbols are the keys used to definitely locate
the individual aceounts. In other words, only those accounts repre-
sented by three digits indicate corresponding accounts in the general
ledger.

While the full range of thres digit numbers is shown above, such
expansion in the accounts-was not reached in the classification of
accounts presented in this outline. By indicating the full range, it
shows the possibilities of expansion in the number of accounts under
the system of symbols used. As a matter of fact, the system is suffi-
ciently flexible to provide for further analysis or bresk-down in the
accounts without a change in the key numbers of existing accounts.
This is carried out by merely adding a third digit to the right of the
decimal point, as 1.111, 1.112, ste.
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Group Classification and Symbols

{Summary Accounts 1 to 9, inelusive}

1. Current Assets.

2. Investments and Other Assets.

Fixed Assets and Deferred Charges.

Current Liabilities.

. Deferred, Contingent, and Fixed Liabilities.

. Capital Stock, Reserves and Surplus.

Trading and Sendry Operations,

. Operating and Administrative Sslaries, Wages, and Expense.
. Nonopersting Income and Deductions from Income,

w00 W h S e B0

Subgroup Classification and Symbols
{Balance Sheet Accounts 1.1 to 1.9 up to and including 6.1 to0 6.9)

1. Current Assets
1.1 Cash.
1.2 Trade Notes and Accounts Receivable.
1.3 Advsnces—Secured.
1.4 Inventories.
1.5 Advances—Unsecured.
1.6 Accrued Income.
2. Investments and Other Assets

2.1 Invesiments.
22 Other Assets.

: 3. Fixed Assets and Deferred Charges

3.1 Land, Buildings, and Equipment.
3.2 Other Fixed Asseis
3.3 Deferred Charges.
4. Current Liabilities

4.1 Trade Notes and Accounts Payable.
4.2 Other Current Liabilities,
43 Accrued Items.

5. Deferred, Contingent, and Fixed Liabilities
5.1 Deferred Liabilities.

5.2 Contingent Liabilities,
5.3 Fixed Liabilities.

6. Capital Stoek, Reserves, and Surplus
6.1 Capital Stock. )

6.2 Reserves and Surpius,

Subgroup Classification and Symbols
(Nominal or Operating Accounts 7.1 to 7.8 up to and including 9.1 10 9.9

7. Trading snd Sundry Operations
7.1 Grain Purchases.
7.2 Grain Sales.
7.3 Merchandise Purchases.
7.4 Moerchandise Sales.
7.5 Bundry Operations.
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Subgroup Classification and Symbols—Continued
(Nominal or Operating Aecounts 7.1 to 7.9 up to and including 9.1 to 8.9)

8. Operating and Administrative Salaries, Wages, and Expense
Expense (Control).
Salaries and Wages.
Maintenanece and Supplies Expense.
Sundry Operating Expense.
Trucking Expense.
Administrative Expense.

9. Nonoperating Income and Deduetions from Income

Nonoperating Income.
Deductions from Income,

Detail Classification and Symbols
(Ledger Accounts 1.11 to 1.88 up to and including $.11 to $.99)

1. Current Asseis
Cash:
1.11 General Cash,
1.12  Petty Cash.
1.13 Cash in Bank.

Trade Notes and Acecounts Receivable:

1.21 Asccounts Receivable—Grain Commission Companies.
1.22 Margine—Hedging Operations.
1.23 Open Trades—Gain,
1.24 Notes Heceivable—Trade {Control).

01.24 Reserve for Doubtful Trade Notes Reeeivable.
1.25 Noies Receivable—Officials and Ewmployees.
1.28 Ascounts Reccivable—Trade (Control}.

01.28 Reserve for Doubtful Accounts Receivable.
1.27 Judgments.

Advances—Secured:
1.31 Seed Liens,
1.32 Advances—3tored Grain,

Inventories:

1.4} Grain Inventory—Owned Grain.

1.42 Grain Inventory—Stored Graino.

1.43 Secreenings Inventory.

1.44 Moerchandise Inventory.
Advances—Unsecured:

1.51 Advances—Employees.

1.52 Advances—Contract Grain.

1.53 Advances—Other.

01.5A Reserve for Doubtful Advances,

Acerued Income:

1.61 Acorued Storage—Receivable.

1.62 Acorued Sundry Operating Income—Receivable,

1.63 Accrued Interest—Receeivable.

1.64 Acorued Refunds—Receivable.

1.85 Accrued Dividends—Receivable,

1.668 Accrued Sundry Nonoperating Insome.

80" —350——8
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Detail Classification and Symbols—Continued
{Ledger Accounts 1.11 to 1.9 up to and including 9.11 o 9.89)

2. Investments and Other Assets
2.1 Iovestments:

2.11 QGovernment Bonds,
2.12 Mortgage Notes—Rsceeivabie.
2.13 Capital Stock in Bank for Cooperatives.
2.14 Capital Stock Credits—Receivable.
2.15 Sundry Investments.

02.1A Reserve for Doubtful Investments.

2.2 Other Assets:

2.21 Capital Stock Notes Receivable—Subseriptions.
2.22 Capital Stock Subseriptions—Receivable.
2.23 Capital Stock Assessments—Reccivable.
2.24 Assessment Notes Receivable—Capital Stock
2.25 Meter Deposit.
2.26 Funds in Closed Bank.

02.26 Reserve for Funds in Clozed Bank.
2.27 Railroad Claima.

02.27 Reserve for Doubtful Railroad Claims.
2.28 Shertages—Employees.
2.29 Bad Checks—Held for Collection.
22A Claims—Conirsct Grain not Delivered.

3. Fixed Assefs and Deferred Charges
3.1 Lland, Buildings, and Equipment:
3.11 Land.
3.12 Dwellings.
03.12 Reserve for Deprecistion—Dwellings,
3.13 Elevator Buildings.
03.13 Reserve for Depreciation—Elevator Buildings.
3.14 Elevator Machinery and Equipment.
03.14 Reserve for Depreciation—Elevator Machinery and Equipment.
3.15 Other Buildings.
03.15 Reserve for Depreciation—Other Buildings.
3.16 Other Machinery and Equipment.
03.16 Reserve for Depreciation—Other Machinery and Equipment.
3.17 Office Furniture and Equipment.
03.17 Reserve for Beprec!at&on—Oﬁiee Furniture and Equipment.
3.18 Automobiles. -
03.18 Reserve for Depreciastion—Automobiles,
3.2 (Other Fixed Assets:
3.21 Trucks, Tank Wagons and Transports,
03.21 Reserve for Depreciation—Trucks, Tank Wagons snd Transports.
3.22 Bundry Fized Assets.
03.22 Reserve for Depreciation—Sundry Fited Assets.
3.3 Deferred Charges:
3.31 Prepaid Salaries and Wages.
3.32 Prepaid Ingurance and Bonds.
3.33 Elevator Supplies—Inventory.
3.34 Office Supplies and Postage—Inventory.
3.35 Power and Heat Fuel—Inventory.
3.38 Prepaid Miscellaneous Operating Expense.
8.37 Prepaid Miscellancous Administrative Expense.
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Detail Classification and Symbols—Continued
(Ledger Aecounts 1.11 to 1.99 up to and including 8.11 to 9.99)

4, Current Liabilities
4.1 Notes and Accounts Payable:
4.11 Notes Payable—Trade.
4.12 Notes Payable—Banks (Current Loans).
4.13 Notes Payable—Officials and Members.
4.14 Accounts Payable—Trade.
4.15 Accounts Payable—Other.
4.16 Individual Deposits—Members and Patrons.
4.17 Notes Receivable Discounted (Payment Guaranteed).
4.18  Open Tradese—Loss.
42 Sundry Current Liabilities:
4.21 Storage Grain Liability.
422 State Sales Taxes.
4.23 Sccial Security Taxes—Colleeted from Employees.
4.24 Reserve for Federal Income Tazxes.
4.25 Resarve for State Inocome Taxes.
4.26 Dividends Payable—Capital Stoek.
427 Dividends Payable—Patronage.

4.3 Accrucd Items:
4.31 Acocrued Salaries and Wages.
4.32 Acecrued Interest—Psyable.
4.33 Accrued Social Security Taxes.
4.34 Accrued Other Taxes and Licenses {Excluding Ineome, Sales
and Sovial Security Taxes).
4.35 Accrued Power, Light, and Water,
438 Accrued Telephone and Telegraph.
4.837 Accrued Rent and Leases. )
438 Tank Wagon Commissions.
4.39 Aocrued Miscellaneous Operating Expense.
4.3A Acorued Miscellaneous Administrative Expense,
5. Deferred, Contingent, and Fized Liabilities
5.1 Deferred Liabilities:
5.11 Time Certificatea—Members and Patrons.
5.12 Certificates of Indebtedness—Loans.
52 Contingent Liabilitiem
5.21 Uneclaimed Dividends.
5.22 Reserves for Dividenda Deferred.
5.23 Reserves for Unsompleted Contracts.
5.24 Reserves for Liability on Purchass Contracta.
5.25 Reserves for Educational Fund.
5.26 Roserves for Sundry Contingencies.
8.3. Fixed Liabilitios:
531 Mortgage Notese—Payable.

6. Capital Stock, Reserves and Surplus
6.1 Capital Stock:
6.11 Capital Stook—Subseribed.
6.12 Capital Stook—Treasury Stock.
6.13 Capital Stock—Outstanding.
6.14 Certificates of Indebtednese—Capital.
6.15 Capital Stack Credits—Payable.
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Detail Classification and Symbols—Continued
{Ledger Accounrts 1.11 {0 1.99 up to and including 9.11 to 9.99)
6, Capital Stoek, Reserves and Surplus—Continued

6.2 Reserves and Surplus:
821 Statufory Reserves.
6$.22 Reserves for Sinking Fund.
6.23 Surplus (or Deficit).
6.24 Undistributed Income {Previcus Pericds).
6.25 TUndistributed Income (Current Period).

7. Trading and Sundry Operations

7.A Loss and Gain Accounts:
7.A1 Net Income and Loss,
7.AZ Net Trading and Sundry Operations—Loss and Gain.
7.A3 Gross Trading Income—Grain. ’
7.A4 Gross Trading Income—Merchandise.

7.1 Grain Purchases;
¥.11 Wheat.

7.12 Durum,
7.13 Corn,
7.14 Oats.
7.15 Rye.
7.16 Barley.

- 7.17 Flax.
7.18 Spelt.
7.19 Borghum.

7.2 QGrain Bales:

7.21 Whest.

722 Durum.
7.23 Corn.

7.24 OQats.

7.25 Rye.

7.26 Barley.

7.27 Flax.

7.28 Spelt.

7.29 SBorghum.
7.29A Bereenings.

7.3 Merchandise Purchases:
7.31 Coal
732 Wood.

7.33 Feed.
734 Flour.
7.35 Seed.
7.36 Twine and Bags.
7.37 Livestock.
7.4 Merchandise Sales:
741 Coal
742 Wood.
743 Feed.
7.44 Flour.
7.45 Seed.
7.46 ‘Twine and Bags.
7.47 Livestock,
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Detail Classification and Symbolr—Continued
(Ledger Accounts 1.11 to 1.89 up f6 and including 9.11 {0 9.90}
7. Trading and Sundry Operatione—Continued

Sundry Operations—Gross Incoroe:
7.51 Storage.
7.52 Handling.
7.58 Grinding.
7.54 Cleaning.
7.55 Handling Government Feed and Seed.
7.56 Livestock Commissions.
7.57 Sundry Operating Incomme.
Trucking Operations—Gross Earnings:
7.81 Truck—Gross Earnings.
7.62. Tank Wagon——Gross Earnings.
7.83 Transport—Gross Earninge.

8. Operating and Administrative Salaries, Wages and Expense

3.6 Ezpense {Contrel)

Salaries and Wages:

811 Salary and Allowances—Manager.

8.12 Balaries and Wages—Elevator.

8.13 Salaries and Wages—Office.

8.14 Salaries and Wages—Other Operating.
Maintenance and Supplics Expense:

8.21 Power, Light, Water and Heat.

8.22 Rent and Leases.

8.23 Repairs—Elevator Buildings, Machinery and Equipmest.

8.24 Repairs—Other Buildings, Machinery and Equipment.

8.25 Elevator Supplies.

8.26 Depreciation—Elevator Buildings, Machinery and Equipment.
8.27 Depreciation—0Other Buildings, Machinery and Equipment,

8.28 Depreciation—0Office Furniture and Equipment.

8.29 Depreciation—Sundry Fixed Assets (Excluding Trucks).
Sundry Operating Expense:

8.31 Express, Freight and Drayage.

8.32 ‘Terminsl Storage Expense.

8.33 Loss fromn Leakage and Damage in Transit—Grain.

8.24 l.oss from Leakage aud Damage in Transit—Merchandise.

8.25 Shrinkage and Scale Loss—Grain.
838 Shrinkage and Seale Lose—Merchandise.
8.37 Miscelianeous Opersting Expense.
Trucking Expensgs: .
8.41 ‘Truck Expense.
8.42 Tank Wagon Expense.
8.43 Transport Expense.
Administrative Expense:
8.51 Auditing, Special Bookkeeping and Legal Fees.
8.52 Directors’ Fees and Expenses.
8.53 Office Supplies and Postage.
8.5¢ Office Expense—Miscellaneous.
853 Telephoue and Telegraph,
§.56 Ipsurance and Bonds (Excluding Autos and Trucks).
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Detail Classification and Symbois—Continued

{Ledger Accounts 1.11 to 1.89 up to and including .11 1o 9.99)
8. Operating and Administrative Salaries, Wages, and Experse —Continued

8.5 Administrative Expense—Continued.

8.57 Sccial Secarity Taxes (Excluding Taxes Collected from Em-
ployees).

8.58 Other Taxes and Licenses {Excluding Autos and Trucks).

8.59 Bank Service Charges and Exchange (Excluding Iaterest apd
Discounta). o

8.5A Advertising.

8.5B Automobile Expense.

8.5C Miseellaneous Administrative Expense.

8.5D Less from Bad Debts.

9, Noroperating Income and Deductions from Income

9.1 Nonopersting Income:
9.11  Intersst Earned.
9.12 Dizcounts Earned.
8.13 Dividends Earned.
9.34 Refunds Received.
9.13 Rent Income.
9.16 Bad Debts Collected.
9.17 Income and Expense—Dwellings {Loss and Gain} {Gain}.
9.18 Carb Overage and Shortage {Overage}.
8.19 Sundry Nonoperating Income.
9.1A Exirsordioary Gains.
. —— Loss and Gain—Elevator Buildings Sold or Destroyed (Gain)
{for iMustrative purposes only). '
9.2 Deductions from Income:
9.21 Ionterest Paid.
9.22 Sundry Nonoperating Charges.
$.23 Extraordinary Losses.
——— Cash Shortage {See Cash Overage and Shorisge Aceount).
—— Income snd Expense—Dwellings (Loss} (See Income and Ex-
pense—Drwellings— Loss and Gain).
—-—- Loss and Gaip—Elevator Buildings Sold or Destroyed (Loss)
(for illusirative purposes only).
Deductions from Net Income:
See—Reserve for Federal Income Tax (4.24).
See—Reserve for State Income Tax (4.25).

Balance Sheet Items (for which no eoneepondmg accounts are opened or are
necessary in the General Ledger).

Bank Overdraft.

Checks Qutistanding,

Drafts on Cars in Fransit.

Credit Balances— Accounts Receivable.

Accounts Payable—Grain Commission Companies {This applies only in those
cases in which an open account is maintained with a commission company).

Surplus (Deficit).

Alsc Beed Liens, Judgments, Advances, et¢., may be shown separsately on
the Balance Sheet but carried in the Aeceocunts Receivable account in the
General Ledger rather than in separate accounts.



Part 11
Manual of Ledger Accounts

The following is a complete description of all ledger or detail ac-
counts listed in the forepoing chart of accounts. The purpose of this
section of the publication is fo set forth in defail the bookkeeping
mechanics involved in operating, balancing, closing, and reopening
each account. A careful study of thess should disclose the nature
and distribution of all items that must be considered and the necessary
bookkeeping procedure in recording all entries. If the indicated pro-
cedure is followed, the bookkeeper should experience no real difficulty
in operating the average set of books or accounting systems used by
local elevators. Also the general use of cross reference should eliminate
the possibility of confusion in handling contrariwise entries.

1t has been pointed out that no local elevator is likely to need alt
of these accounts, and the list may not include others that may be
desired. Those classified, however, are believed sufficient to present
the principles involved in the operation of all accounts that may be
employed in the accounting systems of local elevator companies.

The mechanics of bookkeeping procedure is based on the journsl
fllustrated and the accounts as classified in the preceding section.
When the columns of a journal and the classification of aceounts are
not the same &s those illustrated or more than one journal is used,
the mechanics of procedure may be somewhat different but the basic

principles involved would not be affected.
83
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Current Assets
GeNERAL Casa (1.11)
{ [his account in effect is the same a3 & Cash on Hand account]

Debit:
1. The amounts of all checks,

drafts, and currency re-
ceived for local cash sales,
collections onaccounts, and
other checks and currency
ordinarily received by the
mansger.

(Credit Sales, Accounts
Receivable, or other ac-
counts concerned.)
Nore.—Items such as

drafts, bank loans, collec-

tions made by the bank, and
funds obtained from dis-
counted notes, etc., that are
deposited singly and directly
may be debited to General

Cash. Entering thess items,

however, directly in the debit

Bank column in the Journal

saves some bookkeeping and

they frequently are handled
that wey.

Ses Cash in Bapk account.

2. The amounts of any overages

in cash resulting from a
difference in the General
Cash account and the
amount of eash actually
on hand excluding Petty
Cash fund.

(Credit Cash Overage and
Shortage.)

Credit:
1. All bank deposits of checks,

drafts, and currency pre-
viously debited to this ac-°
count as described in debit
No. 1, and any current dis-
bursements made in cases
of emergency.

(Debit Cash in Bank or other
accounts eoncerned.)

- Any shortage in cash result-

ing from s difference in the
General Cash account and
the amount of cash actual-
Iy on hand excluding Petty
Cash fund.

{Debit Cash Overage and
Shortage.)

See Shortages—Employees
account for other cash
shortages.
Nots.—Although the pro-

cedure outlined under credit

No. 1 above permits entries

for disbursements of cur-

rency, this should be done
only in cases of emergency
or necessity where banking
facilities are not convenient.

The Petty Cash fund should

be sufficient to meet the

needs in ordinary situations.

Postings of debit entries are made| Postings of credit entries are made
from the monthly totals of the debit |from the monthly totals of the credit
General Cash column in the journal. General Cash golumn in the journal

The process of balancing and closing this account at the end of a fiscal period
and reopening it at the beginning of the next is carried cut simuitaneously.
Thia is ascomplished simply by recording the necessary balancing amount on
the side that is deficient, ruling the account, and bringing down the balance od
the oppoaite side.

3
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ACCOUNTING—COOPERATIVE GRAIN ELEVATORS

The operation of this account involves the same principles es the
Cash in Bank account. As a means of carrying out these principles
provision i3 made in the journal for both debit and eredit Genersl
Cash columns.

In effect the General Cash acoount is the same as 8 Cash on Hand
account, but it is more flexible and from an accounting standpoint
preferable to the latter.

Under the procedurs outlined it is not required that all transactions
involving cash be reflected in the General Cash account. This does
not, affect the value or accuracy of the account, and such procedure is
condoned from the viewpoint of expediency and minimizing book
work. Ample and satisfactory provisions have been made for handling
2]l other cash items. (See debit No. & and note above end Cash in
Bank account.)

Perry Casm (1.12)

Credit:
1. The amounts transferred out

Debit:
1. The amount of the check is-

sued to establish the fund

and the amounts of checks

issued to increase if.
{Credit Cash in Bank ac-
count.)

Note.—Checks issued to
reimburse the Petty Cash
fund are merely replenish-
ments and the Petty Cash
sccountin the General Ledger
is not affected ; Cash in Bank
is credited and the various
accounts concerned—usually
expense—are debited.

Postings of debit entries are made

from individual entries in the debit
General Ledger column in the journal

of the fund when if is de-
ereased or discontinued.
(Debit General Cash.)

Postings of credit entries are mads
from individual entries in the credii
General Ledger column in the journal

This account is opened to show this asset on the books and to estab-
lish & cash on hand fund as a convenient device by which smell dis-

bursements can be made in cash,

The fund is established by issuing a check, payable to “Petty Cash”
and indorsed either by the manager or secretary, for an amount con-

sidered adequate for the purpose.
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‘When the fund becomes depleted and always at the end of & fiscal
period it is restored to its original amount by a check drawn to cover
all disbursements as evidenced by receipts or memoranda on file with
the fund. As stated above, these restorations are debits to the ac-
counts concerned in these transactions, ususally expense, and the
Petty Cash sccount as such is not affected.

Casa v Bank (1.13)

[Deposit end Checking Account]

Debit:
1. The amounts of all deposits.
(Credit General Cash or other
sccounts concerned.)
Note.—The debit bank
column in the journal should
reflect entries of all deposits
or transfers of funds, drafts
deposited for collection, and
any credits made directly by
the bank as s result of loans,
discounted notes, sales of
securities, collections, inter-
est, ete.
Ses General Cash account.
The amounts of all necessary
debit adjustments.
(Credit accounts concerned.)

Postings of debit entries are made
from the monthly totals of the debit
Bank colunm in the journal.

Credit:

1. The amounts of all checks
issued and other with-
drawals and transfers of
funds fromn this account.

{Debit accounts concerned.)
Note—The credit bank

column in the journal should

reflect entries of all checks
issued against the bank,
trapsfers of funds, and all
items charged directly to the
account by the bank, such as
canceled mnotes, unhonored
checks and drafts, interest,
exchange, service charges,
ete.

. The amounts of all necessary

credit adjustments.
{Debit accounts concerned.)
Postings of credit entries are made

from the monthly totals of the credit
Bank column in the journal.

The process of balaneing and closing this ascount at the end of a fiseal period

and reopening it at the beginning of the nest is carried out simultaneously. 'This
is accomplished simply by recording the necessary balancing amount on the side
that is deficient, ruling the account, and bringing down the balance on the
opposite side,

This account is opened to carry all transactions that are cleared
through the bank deposit and checking account.

Under the procedure outlined above the debit and credit postings
are mede from the monthly totals of individual entries in the special
debit and credit Benk columns in the journal. Therefore, all debits



87

and e¢redits made direcily to the account by the bank should be prop-
erly journalized before the books are closed. Possible items may be
fonns, discounted notes, collections, unhonored drafis and echecks,
canceled notes, interest, exchange, service charges, etc. Before closing
the books at the end of a fiscal period, the balance should be reconciled
with that of the bank. The amount debited to the bask account
should agree with the total deposits end other items on the statements
rendered by the bank covering the same periods, allowance being made
for any items deposited for collection that may be in transit. Like-
wise, the credits should agree, allowance being made for checks
outstanding.

ACCOUNTING—COOPERATIVE GRALIN ELEVATORS

Accounts RecervaBLE—GrAIN Comuission Companiss (1.21)

A eredit balance in thi= account represents a liability and is shown on the Balance
Sheet as s account payable}

Debit:

1. The proceeds of each car sold,
less freight and terminal
charges, as shown by the
accounts sales rendered.

{Credit the grain sales ac-
counts concerned.)

2. Realized option gains re-
ported by grain firms.

{Credit the grain sales ac-
counts concerned.}
Nore.—If hedging opera-

tions are mot carried in this

sccount see Margins—Hedg-
ing Operations account.

3. Any other credits reported
by grain firms, such as in-
terost, elc.

(Credit Interest Earned or
other aceounts concerned.)
Nore.—Debits for esti-

mated gains on open lrades
and accrued interesi receivable
on balances at the end of &
fiscal period not reported by
gramn firms. Ses special ac-
counts for these items

Credit:

1. The amounts of drafts drawn
against shipments of grain.

(If drafts are deposited di-
rectly in the bank for col-
lection, debit Cash in
Bank.}

2, The amounts of drafts with-
drawing funds where an
opensaccountismaintained.

(If drafts are deposited di-
rectly in the bank for col-
lection, debit Cash in
Bank.)

3. The amounts of draft checks
drawn against grain com-
mission companies for
local grain purchases and
operating expense where
an open account is main-
tained.

(If draft checks are for pur-
chase of grain, debit grain
purchase accounts con-
cerned. If for expense,
debit expense accounts
concerned.)
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Accounts REcervasie—QGrain ComMissioN Coseaniess (1.21)—
Continued

[A eredit balance in this aceount represents a liability and is shown on the Balance
Sheet as an account payable]

Debit;

4, The amounts of any remit-
tances made fo grain com-
mission companies.

(Credit Cash in Bank.)

5. The amount of any mortgage
note given as security for
open account indebtedness.

(Credit Mortgage Notes—

Payable.)

Postings of debit entries are usually
made from individual entries in the
debit General Ledger column in the
journal.

Credit:

4. The amounts of any checks
received from grain com-
mission companies.

{Debit General Cash.)
5. Realized option losses re-
ported by grain firms.
{Debit the grain sales sc-
counts concerned. )
See note under debit No. 2.

6. The amounts of any other
charges, such as interest,
commissions for handling
hedges, accounting serv-
ices, etc., reported by grain
firms,

Note.—Credits for esti-
mated losses on open trades
and acerued inferest payable
on balances at end of a fiseal
period not reported by grain
firms. See special accounis
for these items.

Postings of credit eniries are usually

made from individual entries in the

credit General Ledger eolumn in the
journal.

The process of balancing and closing this account at the end of a fiseal period
and reopening it at the beginning of the next is carried out simultaneously. This
is accomplished simply by recording the necessary balancing amount on the side
that is deficient, ruling the account, and bringing down the balance on the opposite

gide,
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The bookkeeping procedure outlined for this general ledger ac-
count applies mainly in those cases where grain operations are fizanced
by commission firms through the open secount method. Generally
under this plan of financing all grain is shipped to one firm;under those
circumstances the sccount is with that particular irn. Where the
local elevator ships to several firms, the account Is operated as a con-
trolling account and individual accounts are kept in a subsidiary record.
Otherwise, individual accounts sre opened in the general ledger
proper, In both cases the bookkeeping procedure is the same.

A debit balance in the account represents an asset, whereas a credit
balance is g liability. I, however, some individusl accounts show
credit balances and others show debit balances, in preparing the Bal-
ance Sheet these should be so recorded.

All realized gains and losses from options and interest reported by
the grain firms during the fiscal period are debited or credited to the
account, 8s the case may be, whereas estimated gains and losses on
open trades and gcerued inierest not reported at the end of a fiscal period
are handled through special accounts opened in the General Ledger to
carry thess items. When these Iatter items are reported the grain
firms are either debited or credited, and the grain sales and interest
accounts concerned are credited or debited, as the case may be. If
hedging transactions are not carried in this account, see Margins—
Hedging Operations account.

If a special margin fund is deposited with a grain commission
company, & separate general lsdger account to carry option transac-
tions is desirable.

In the event that the elevator becomes indebted to a grain company
to such an extent that a mortgage note is given as security, the open
account is debited and Mortgage Notes—Payable is credited with the
amount of the mortgage.



90

FARM CREDIT ADMINISTRATION

Marcins—Hegeing OreEraTiONs (1.22)

Debit:

1. The smounts transferred to
this account.

{Credit Cash in Bank or
other accounts concerned.)

2. The amount of any gains
realized on options carried
in this account as reported
by the commission com-
pany.

(Credit the grain sales ac-
count concerned.)

3. The amounts of any interest
on balances and other cred-
its to the account reported
by the commission com-
pany.

(Credit- Interest Earned or
other accounts concerned.)

Postings of debit entries are usually
made from individual eniries in the
debit General Ledger column in the
journal.

Credit:

1. The amount of any losses
sustained on options car-
ried in this account as
reported by the commis-
sion company.

{(Debit the grain sales ac-
counts concerned.)

2. The amounts of any charges
to the account, such as
interest on balances and
commissions reported by
the commiission company.

(Debit Interest Paid, Com-
missions or other accounts
concerned.)

3. The amounts of any with-
drawals or transfers of
funds from the account.

(Debit General Cash or Cash
in Bank aceount.)
Note—Sea Accounts Re-

ceivable—QGrain Commission

Companies account,

Postings of credit eniries are usually
made from individual enfries in the
credit General Ledger column in the
journal.

The process of balancing and ¢losing this aceount at the end of a fiscal period

imd reopening it at the beginning of the next is carried out simultanecusly. This
is accomplished simply by recording the necessary balancing amount on the side
that is deficient, ruling the a¢eount, and bringing down the halance on the opposite
gide.

This account is opened to show these funds on the books as an asset
and to carry transactions connected with the compeny’s hedging
gperatfions.

Where the fund is maintained merely as a guarantee against losses
and the option transactions are handled through another account
the only entries to this account are the debits for amounts deposited
and credits for amounts of withdrawals.
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OreEN TrapeEs—Garmx {1.23)

Debit: Credit:

At the end of each fiscal period
the amount of estimated gain
is entered in the debit General
Ledger column in the Journal
and posted from there to the
debit side of this account.

{Credit the grain purchases ac-
counts concerned.)
Nore.—The gains for the

different grains should be posted

to the account individuslly to

{acilitate preparation of the

journal entry in reopening the

books.

At the beginning of each fiscal
period, the debit balance
shown in this account at¢ the
end of the preceding fiscal
period is entered in the credit
General Ledger column in the
Journal and posted from there
to the credit side of this
account, thus closing it.

(Debit the grain purchases ac-
counts concerned in the new
fiscal period.)

Note.~This entry is exactly
the reverse of the entry shown
on the debit side.

This aceount is opened to show this estimated gain as an asset on
the books at the end of a fiscal period and as a bookkeeping device
to offset the losses reflected in hedged grain inventories computed
on besis of market value. The balance shown in the account at the
end of a fiscal period is debited fo the grain purchases aceounts con-
cerned in the subsequent fiscal period as s means of adjusting hedged
grain inventories, debited to these accounts st market value, to &
cost basis. Any gains realized on closed trades are credited to the
grain pales accounts concerned. (See Accounts Receivable—Grain
Commission Companies, end Wheat—Purchases and Wheat—Sales
accounts.)

Notes ReceivasLE—TRaDE (ConTROL) (1.24)

Credit:

1. The amounts collecied on
any notes debited to this
sceount.

(Debit accounts concerned.)

2. The face value of any of these

Debit:

1. The face value of all notes
taken in settlemen! of
sales, services, snd any
trade debts owed the com-
pany.

{Credit aecounts concerned.)
" Nore—Only those notes
taken in settlement of sales,
services, accounts, advances,
etc., are debited to this ac-
count. See other accounts

notes discounted without
recourse.

{Debit General Cash or Cash
in Bank account with pro-
ceeds. The discount is
debited to Interest Paid.)
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Nores Recervapne—Traps (Coxrror) {1.24) Continued

Debit:
for capiial stock subseription
notes, mortgage notes, ete.
2. The face value of renewsl
notes taken in cancellulion
of old netes.

{Credit this account. See
credit No. 4.}
Nore.—This entry does

not affect any other ac-
epunt. The new mnole
merely replaces the old note.
It iz mnecessary, however,
that the transsction be
recorded on the books.

Postings of debif entries are usually
rade from individual eniries in the
debit General Ledger column in the
journsal.

Credit:

3. The face value of any of these
notes discounted where li-
ability is assumed by the
company only when such
notes are reported paid
or are past due and no
notice of default has been
received from  the dis-
counting agency.

{Debit General Cash or Cash
in Bank secount with the
proceeds. 'The discount is
debited to Interest Paid.)

4. The uncollected balance of
any of these notes can-
celed by renewal notes.

{Debit this account.
debit No. 2.)

5. The amount of any judg-
ments obtained as a con-
sequence of nonpayment
by the makers of these
notes,

(Debit Judgments.)

6. The uncollected balance of
any of these notes other-
wise disposed of, charged
oft as uneollecfible, ete.

(Debit Reserve for Doubtlul
Notes or other accounts
concerned.)

Postings of sredit entries are usually
made from individual entries in the
credit General Ledger column in the
journal,

Bee

The proeess of balancing and closing this acconnd ab the end of a fiseal period
and reepening it 8§ the beginning of the next is carried out simultaneously. This
is aceotuplshed eimply by recording the neecessary balancing amount on the side
that is deficient, ruling the account, snd bringing down the balanee on the opposite

gide,
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Nore—In connection with notes discounited in the manner mdi-
cated under credit No. 3, a Trade Notes Receivable —Discounted
sccount muat be opened in the general ledger and the face value of
the notes discounted credited to that account, Establishing this
liability on the books is necessary because the company guarantees
payment and the diseounted notes are still carmried on the books as an
asset, a8 are also the proeseds from them. The gsset account, Notes
Receivable—Trade, is not credited until the company is notified that
the notes have been paid. - 1 and when payments are reported by the
disconnting agency, the Notes Receivable—Trade account is eredited
and Trade Notes Receivable—Discounted account is debited with the
face value of the notes. If payment is defaulted and so reported by
the discounting ageney, a check is issued for the face value of such
notes. 'This will result in a credit fo the Cash in Bank account and
a debit to the Trade Notes Receivable—Discounted account of the
amount of the check; the Neies Receivable—Trade account is not
affected by this transaction because it is credited only when the notes
are actuslly paid.

The account as outlined above is cperated as a controlling account
in the general ledger and implies that individual asccounts are kept
* with the makers of the notes in & subsidiary record or ledger. Where
the controlling sccount is used and no special journal columns are
provided, the individual entries must be posted to both the control and
individual sccounts. This, of course, implies that in most elevators
the pumber of notes receivable is too small to warrant special journal
columns for thisttemn, Where any or all of these notes are discounted
snd payment is guaranteed, both the control and individusal accounts
should be marked to indicate the amount and fact of this transaction.

If the controlling sccount is fo be eongidered accurately in balance,
the balance must equal i amount the sum total of all outstanding
notes as shown by the balances in the individusl sccounis in the
subsidiary record orledger.

Where ths number of notes handled is negligible, neither a eonirol
account nor & subsidiary ledger is necessary. Individual accounts
may ba cairied in the general ledger either on separaie pages or all
may be carried on the same page under a general heading, such as
Miscellaneous Notes Receivable, but & separate and properly deseribed
entry ismade foreach note. In preparing the Balance Sheet a summa-
tion of the balances of the individual aceounts will snswer the same
purpose as the balance in a conirolling acconnt.
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REeserve For Dousrrur Trape Nores Recervabrs (01.24)

Debit:

1. The uncollected balance of
trade notes receivable
charged off as uncollect-
ible.

(Credit Notes Receivable—
. Trade.)

2. The amounts of any trans-
fers to surplus decreasing
the reserve;

{Credit Surplus.)

Postinge of debit entries are made
from individual entries in the debit
Ceneral Ledger column in the Journal.

Credit:
1. The smounts appropriated
to the reserve.
{Debit Loss from Bad Debts.)

~e

Postings of eredit entries are made
from individual entriea in the credit
General Ledger column in the Journal,

The process of balancing and closixig this aceount at the end of a fiscal period

and reopening it at the beginning of the next is carried cut simultansousiy. This
is accomplished simply by recording the necessary balancing amount on the side
that is deficient, ruling the account, and bringing down the balance on the opposite
side. If the account is not active, this procedure will not L'e necessary.

This account is operated the same as the Reserve for Doubtful
Accounts and in practice may well be combined with that account.
An adequate amount should be appropriated each fiscal period to
cover the probable loss from notes taken in the pericd.

Nores RecervasLe—OFriciaLs aNp ExpLovEES {1.25)

See Notes Receivable—Trade (1.24).

Accounts RecetvaBsre—Trape (Coxrron) (1.26)

Debit:
1. The amounts of credit ex-
tended for any items that
are usnally classified under
Trade Accounts Receiv-
able.
{Credit accounts concerned.)

Nore—The debit Ac-
counts Receivable column
in the Journal should reflect

| Credit:

1. The smounis of checks and
currency collected on these
accounts,

{Debit General Cash.}

2. The amounts of deductions
from grain purchase checks
and other credits allowed
on these accounts.

(Debit accounts concerned.)
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Accorxts RecEivasLe—Trane (CoxtrOL) {1.26)—Continued

|

Debhit: Credit:

all sales, services (grinding.| 3. The amounts of any judg-

storage, cleaning, etc)), and ment obtained as & conse-

other similar items for which quence of noppayment by

ecredit has been extended. trade debtors.

Any aceruals, such as storage (Debit Judgments. )

set up assuch st theend of a; 4. The amountis of potes taken

fiscal period, are not carried | in settlement of these ac-

in this account. See sepa- counts.

rate accounts for these. (Debit Notes Receivable—
Trade.)

5. The amounts of any of these
accounts charped off as
uncollectible.

{Debit Reserve for Doubtiul
Accounts.)
XNore—The credit Ac-
counts Receivable column

i the journal should reflect

afl collections, other credits,

judements and notes taken
in settlement of items previ-
ously debited to this con-
trolling account, including
such items sctuslly charged
off as uncollecuble. Sub-
{ sequent collections of ace-
counts charped off are cred-
ited to the Bad Debitz Col-

lecied account.

Postings of debit eptrics are made|, Postings of credit entries are made
from the monthix totals of the debit  from the monthlr totals of the eredit
Aocounie KReceivable woiump in the i‘ Acoounts Receivable column in the
journal. (The individual emiries in journal (The inditidusl entries in
thhodumnmmsttd‘dsﬂyifpassihh,imismimmpeﬁed.daﬂy if possible,
to the various accounts kept with cus- | to the various sccounts kept with cos-
tomers in & subsidiary ledger.) | tomers in & subsidiary dedger.)

The process of balancing and closing this account at the exd of & fiseal period
aad reopening it at the beginning of the next is curied out émultanecnsiy. This
is accamplished simply br recording the pecessars balancing smount oo the side
that is deficient, ruling the account, and bringing down the halance on the opposite
wde.
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This sccount is operated as & controlling account in the general
ledger and implies that individual accounts are opened in & subsidiary
record—usually & Customers’ ledger, with the patrons to whom
credit is extended.

If postings are accurately made, the summation of balances of the
individual secounts will always equal the balance shown in the con-
trolling account. Proof of this should be made periodically and
always at the end of a fiscal period.

It is obviously impossible to set a hard and fast rule as to how
flexible this account should be. Many companies consider warrants,
advances to patrons, both secured and unsecured, advances to em-
ployees and officials, and seed sales for which seed liens are taken, as
ordinary accounts receivable and handle such transactions through
the Accounts Receivable account, whereas other companies maintain
separate accounts in the general ledger for transactions of this na-
ture. If the volume of such transactions is large, the latter method is
preferable and manifestly desirable in cases of advances to employees,
officials, end directors. Under the latter procedure such transactions
are handled either through the general ledger columns in the journal
and posted In detail to the general ledger accounts opened to carry
them, or they may be handled through the Accounts Receivable
eolumns in the journal, and so described that & recapitulation of the
entries can be made and posted in totals to the different controlling
accounts in the general ledger and separstely to the individual ac-
counts in the subsidiary record. If the latter procedurs is followed,
the summation of the balances in the individual accounts should equal
the summation of the balances in the controlling accounts.

In preparing the Balance Sheet at the end of a fiscal period credit
balances of individual accounts are shown as a liability rather than
deductions from Accounts Receivable. See Balance Sheet account—
Credit Balances—Accounts Recsivable.

Although a controlling account for suspended aceounts receiveble
to carry the slow and inactive accounts is not indicated, it is considered
good accounting practice to segregate these accounts and show them
as a separate item on the Balance Sheet. ' It may be even more desir-
able to transfer such aecounts out of the active accounts receivable to a

separate subdivision of the general ledger to be designated Suspended
Accounts Receivable.

LY
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REservE For DounrruL Accounts Rzcrivasre (01.26)

Debit:

1. The amounts of trade ac-
counts receivable charged
off as uncollectible.

(Credit Accounts Receiv-
able.)

2. 'The amounts of decreases in
the reserve by transfers to
Surplus.

{Credit Surplus.}
Postings of debit entries are made

from individual entries in the debit
General Ledger column in the journal.

Credit:
1. The amounts appropriated
to the reserve.
{Debit Loss from Bad Debts.)

Postings of eredit entries are made
from individual entries in the credit
General Ledger ¢olumn in the journal

This account is opened to carry the amounts appropriated to a
reserve for probable Josses that may result from extension of ecredit
on open accounts, and as & means to avoid excessive losses in a fiseal
period for credit extended in snother. An adequate amount should
he appropriated each fiseal period to cover the probable loss from
extension of credit during the period.
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JupaMENTs (1.27)

Debit: )
1. The face value of any judg-
ments obtained by the
company against trade
debtors.
(Credit aceounts concerned.)

Note—If the judgment is
for & note credit Notes Re-
ceivable, If it is for an
account credit Accounts Re-
ceivable, ete,

2. The face value of any judg-
ment obtained by the com-
pany as a consequence of
damages sustained.

{Credit accounts concerned.}

Postings of debit entries are made
from individual eniries in the debit
General Ledger column in the journal.

Credit:

1. The amounts of checks and
currency collected on judg-
ments, ~

{Debit Genersl Cash.)

2, The amounts of deductions
from grein purchase checks
and other crediis applied
on judgments.

{Debit accounts concerned.)

3. The unpaid balance of any
judgment charged off as
uncollectible, .

{Debit Reserve for Doubtful

Aceounts.)

Nore.—If no reserve has
been established debit Loss
from Bad Debts.

Postings of credit entries are made

from individual entries io the credit
General Ledger column in the journal.

The process of balancing and closing this account at the end of a fiscal period

and reopening it at the beginniug of the mpext is carried out simultanecusly.
This is accomplished simply by recording the necessary balancing amount on
the side that is deficient, ruling the account, and bringing down the balance on
the opposite side. If the account is not active, this procedure will not be
DeCessary. :

This account is opened to show this asset on the books separately
from accounts and notes receivable. Some of these items, however,
may be carried on the boocks in the sccounts or notes receivable
accounts, but judgments should be shown as a separate item on the
Balance Sheet. It thoy are carried as accounts receivable, postings
are made from the Accounts Receivable columns in the journsl;
otherwise, the General Ledger columns are used.
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Szep LiEns {1.31)

Debit:
1. The fuce valus of any seed
liens taken as secarity for

Credit:
1. The amounts of checks and
currency collected on seed

seed sold. lens.
{Credit Seed Sales or other (Debit General Cash.)
accounts concerned.) 2. The amounts of deductions
from grain purchase checks

and other credits applied
on seed liens,
(Debit accounts eoncerned.)
. The unpaid balance of any
seed liens charged off as
uncollectible.
{Debit Reserve for Doubtful
Accounts.}
Note—If no reserve has
been established, debit Loss
from Bad Debts.

Postings of dehit entries are msde| Postings of credit entries are made

from individual entries in the debit
General Ledger column in the journsl,
{Where individual aceounts gre kept
with the debtors in & subsidiary ledger,
these entries are Blso posted to those
accounts.)

from individual entries in the oredit
General Ledger column in the journal
(Where individual accounts are kept
with the debtors in a subsidiary ledger,
these entries are also posted to those

aecounts.}

The process of balancing and closing this account at the end of & fiseal period
sud reopening it at the beginning of the next is carried out simultaneously, This
is aceomplished simply by recording the neeessary balancing amount on the side
that is deficient, ruling the account, and bringing down the balance on the
opposite side. I the account is not active, this precedure will not be necessary

This account is opened to show this asset on the books separately
from accounts receivable. These items, however, may be carried on
the books in the Accounts Receivahle account but seed lens should
be shown us a separate itern on the Balance Sheet. If they are carried
as accounts receivable, postings are made from the Accounts Re-
ceivable columns in the journal; otherwise, the geners! ledger columns
are used.
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ApvancEs—STorEp GraIN (1.32)

Debit: Credit:

1. The amounts sdvanced on}{ 1. The amounts of cheeks and
stored grain for which stor- currency collected on ad-
age tickets are held as vances. .
collateral. {(Debit General Cash.)

(Credit accounts concerned.)] 2. The amounts of deductions

2. The amounts advanced on from grain purchase checks
stored grain for which stor- and other credits applied
age tickets are marked but on advances.
not held. {Debit accounts concerned.)

{Credit accounts concerned.}| 3. The amounts of any of these
advances charged off as
uncollectible.

{Debit Reserve for Doubtful
Accounts.)

Notre.—If no reserve has
been established, debit Loss
from Bad Debts.

Postings of debit eniries are made| Postings of credit entries are made
from individual entries in the debit|from individual entries in the credit
Genera! Ledger column in the journal. [ General Ledger column in the joursnal.
{Where individua! accounts are kept|(Where individual accounts are kept
with the debiors in a subsidiary ledger, | with the debtors in a subsidiary ledger,
these entries are also posted to those |these entries are also posted to those
aseounts.} ageounts.}

The proocess of balancing and closing this account at the end of & fiseal period
and recpening it a$ the beginning of the next is carried out simuitaneously.
This is accomplished simply by recording the necesssry balancing amount om
the side that is deficient, ruting the aceount, and bringing down the balance on the
opposite side. If the account is not active, this procedure will not be necessary.

This account is opened to show this asset on the books separately
from accounts receivable and unsecured advances. These items,
however, may be carricd on the books as accounts receivable but
secured advances should be shown as a separate item on the Balance
Sheet. If they are carned as accounts receivable, postings are made
from the Accounts Receivable columns in the journal; otherwise,
the General Ledger columns are used.
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Grain InvENTORY—OwWNED GRAIN (1.41)

Debit:
At the end of each fiscal

period the total market value
of owned grain on hand and
in transit is entered in the
debit General Ledger column
‘in the journal and posted

Credit:
At the beginning of each

fiscal period the debit balance
of the preceding fiscal period
is entered in the credit Gen-
eral Ledger column in the
journal and posted from there

from there as a debit to this as & credit to this account,

aceount, thus closing it.
(Credit the various grain pur-| {(Debit the various grain pur-
chase secounts.} chase accounis in the new

Nore.—It is a good practice
to post inveniories of the differ-
ent grains separately and de-
scribe the entries in the Grain
Inventory asccount. This facili-
tates preparation of journal
entries in reopening the books.

fiseal period.)

This account is opened to show this asset on the books at the end
of a fiscal period. A separate account for grain inventory is preferable
to a mixed inventory account of both grain and merchandiss. The
details of the inventories sre frequently recorded on ordinary work
sheots, but & better practice is to have an Inventory Register which
can be preserved as a permanent record.

Grain inventories are computed on the basis of market value in
soma areas because—

1. Cost is not always easily determined;

2. A large number of elevators hedge their cash grain and reflect
the loss or gain on open trades outstanding against inventories, in the
current fiscal period.

Where cash grain is not hedged, the cost or market value, which-
ever is the lowest, may be used in determining the value of grain
inventories, but the market value most frequently is the basis.
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GraIN INvENTORY—STORED GRAIN (1.42)

Debit:

1. At the end of each fiscal
period the market value of
all unpurchased stored
grain, as indicated by out-
standing storage tickets,
is entered in the debit
General Ledger column in
the journal and posted
from there as & debit to
this sccount.

(Credit Storage Grain Lia-
bility.)

Credit:

1. At the beginning of each
fiscal period the debit bal-
ance shown in this account
at the end of the precedind
fiscal period is entered in
the credit General Ledger
column in the journal and
posted from there to the
credit side of this account,
thus closing it.

(Debit Storage Grain Lia-
bility.)
Note.—The above entry
is exactly the reverse of
debit No. 1.

This account is opened to carry the conirariwise entries {o the
Storage Grain Liability account. Such procedure is necessary only in
those States where the laws require that evidence of this liability be
shown on the books. At the beginning of a fiscal period both the
Inventory and Storage Liability accounts are closed out by a joumal
eniry just the reverse of the entry by which they were opened.

ScrEENINGS INVENTORY (1.43)

Debit:

At the end of each fiscal pertod
the estimated market value
of screenings on hand is
entered in the debit General
Ledger column in the journal
and posted from there to the
debit side of this account.

{Credit Screenings—Sales.)

Credit:

At the beginning of each fiscal
period the debit balance
shown in this account at the
‘end of the preceding fiscal
period is entered in the credit
General Ledger column in the
journel and posted from there
to the credit side of this
account, thus closing it.

{Debit Screenings—Sales in the

new fiscal period.)
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There is no technical reason for not carrying screenings in the grain
inventory account, but a separate account on the books may promote
a more careful consideration of this item. Although it is not a gen-
eral practice of elevator companies to inventory screenings, it seems
advisable that this income, as a partial recovery of losses due to
shrinkage, be reflected in the fiscal period in which the screenings
eriginated.

MzrcraNDISE INVENTORY {1.44)

Debit:
At the end of each fiscal period

Credit: -
At the beginning of each fiscal

the total cost or market
value, whichever is the lower,
of the various merchandise
on hand is entered in the
debit General Ledger column
in the journal and posted
from there to the debit side
of this account.

period, the debit balance
shown in this aceount at the
end of the preceding fiscal
period is entered in the credit
General Ledger column in the
journel and posted from there
to the credit side of this
aceount, thus closing if.

{Credit the various merchandise
purchase accounts.)

{Debit the various merchandise
purchase accounts in the new
fiscal period.)

As outlined sbove the sccount is operated in principle the same as
a controlling account and implies that the details of the various inven-
tories are recorded in a subsidiary record, preferably an Inventory
Register.

The inventory of any merchandise, for which separate purchase
accounts are opened in the gemeral ledger, should be posted sep-
arately in the Merchandise Inventory account. In this manner if
the entries are properly described, the value of the different merchan-
dise inventfories can easily be obtained from the general ledger
account and it facilitates preparation of the journal entries in reopen-
ing the books.
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ApvancEs—EMPLOYEES (1.51)

Debit:
1. The amounts of any advances
to employees.
{Credit Cash in Bank or
other accounts concerned.)

Postings of debit entries are made
from individual entries in the ebit
General Ledger column in the journal

Credit:

1. The smounts collected either
in the form of cash or serv-
ices rendered.

(Debit General Cash, Sal-'*
aries and Wages or other
accounts concerned.)

2. The smounts of any ad-
vances to employees charg-
ed off as uncollectible.

{Debit Reserve for Doubt-
ful Accounts.)

Nore—If no reserve has
been established debit Loss
from Bad Debts.

Postings of credit eniries are made

from individusl entries in the credit
General Ledger colimn in the journal,

This account is opened to show this asset on the books as a separate

item from other advances and receivables.

These items, however,

may bs carried on the books as accounts receivable, but advances to
employees should be shown as a separate item on the Balance Sheet.
If they are carried as accounts receivable, postings sre made from the
Accounts Receivable columns in the journal, otherwise the General

Ledger columns are used.

Apvances—Contract Graiv (1.52)

See Advances—Stored Grain (1.32).

énvméms—ﬂfmnn {1.53)

See Advances—Employees (1.51).

Reserve ror Doustrun Apvances (01.5A)

See Reserve for Doubtful Accounts Receivable (01.26).
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AccruEp StoracE—REcEIvaBLE {1.61)

Debit:

At the end of each fiscal period
the total amount of accrued
storage, computed from out-
standing storage tickets, is
" entered in the debit General
Ledger column in the journal
and posted from there to the
debit side of this account.

Credit:
At the beginning of each fis-

cal period the debit balance
shown in this account at the
end of the preceding fiscal
period is entered in the credit
General Ledger column in
the journal and posted from
there to the credit side of this

{Credit Storage——Income ac-
count.)

account, thus closing it.
{Debit Storage——Income ac-
count in the new fscal period.)

This account is opened at the end of & fiscal period to show this
item on the books as an asset and as a device by which an accrued
earning is reflected in the income of the fiscal period to which it is
applicable.

Under the procedure outlined above the storage accrued in & cur-
rent fiscal period is collected and credited to Storage—Income in a
subsequent fiscal period. Therefore, to properly reflect the actual
storage income of the new fiscal period, it is debited with the
amount of accrued storage carried over.

Accruep Sunpay Orerating INcoME—RECEIVABLE (1.62)

See Accrued Storage—Receivable {1.61).

NoTe.—~~Where 2 company has need for acerued accounts receivable other then
Ascrued Interest and Accrued Storage, it is believed that the accounting procedure
cutlined for them will apply.
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Accruep InTEREST—RECEIVABLE (1.63)

Debit:

1. At the end of each fiscal
period the amount of ac-
crued interest on all inter-
est-bearing funds and re-
ceivables is entered in the
debit General Ledger col-
umn in the journal and
posted from there to the
debit side of this account.

(Credit Interest Earned.)

NoreE.—Interest-bearing
items may include trade and
mortgage notes receivable, trade
accounts and advances receiv-
able, eredit balances with grain
firms, time deposits, etc.

Credit:

1. At the beginning of each fis-
cal period the debit bal-
ance shown in this account
at the end of the preceding
fiscal period is entered in
the credit General Ledger
column in the journal and
posted from thers to the
credit side of this account,
thus closing it.

(Debit Interest Earned
account in the new fiscal

period.)

This account is opened to show this asset on the books at the end of
a fiscal period and as a device by which an earned but uncollected item
of income is reflected in the proper fiscal period.

Under the procedure outlined above all collectiops of interest are
credited to Interest Income. For that reason, in reopening the books
for a new fiscal period, accrued interest receivable carried over is
immediately debited to that account.

AccruEDp REFUNDs—RECEIVABLE—Gas Tax, ETc. (1.64)
See Accrued Storage—Receivable (1.61).

Divipexps—REeceEivariE (1.65)

Debit:

1. The amounts of any earned
dividends that have been
deciared but have not been
collected.

(Credit Dividends Eamed.)
Note—See Capital Stock
Credits—Receivableaccount.

Postings of debit eniries are made
from individual entries in the debit
General Ledger column in the journal.

Credit:

1. The amounts of dividends

receivable collected.
{Debit General Cash.)

2. The amounts of any divi-
dends receivable charged
off as worthiess.

(Debit an appropriate loss
account.)

Postings of credit entries are made

from iIndividual entries in the credit
General Ledger column in the journal
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This account is opened to show this asset on the books and to
reflect any earned dividends that have mot been collected in the
income of the period to which they are applicable.

AccrUED SUNDRY NONOPERATING INCOME {1.66)

See Accrued Inferest—Receivable {1.63).

Investments and Other Assets

GoveanMeENT Bonbps (2.11)

Debit:

i. The cost value, mcluding
accrued interest, of all
government bonds pur-
chased.

(Credit Cash in Bank.)
See Note under credit No. 1.

Postings of debit entries sre made
from individual entries in the debit
General Ledger column in the journal.

Credit:

1. The cost value of all govern-
ment bonds surrendered at
maturity or sold.

{Debit General Cash. Any
difference in the cost and -
value at maturity or at
time of sale, less interest
secrued after purchase, is
posted to an sppropriate
loss or gain account as
the case may be. Any
interest accrued after pur-
chese is ecredited to the
Interest Earned aceount.}
Nore.—In the case of gov-

ernment discount bonds the

discount is the same as in-
terest and is treated as such
on the books.

Postings of credit entries are made
from individual entries in the eredit
General Ledger colummn in the journal
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MorTeace NoTEs— REcCEIVABLE (2.12),

Debit:

1. The face value of any notes
taken by the compeny
that are secured by mort-
gages.

(Credit accounts concerned.)

2. The face value of renewal
mortgage notes taken in
cancellation of old mort-
gage notes.

(Credit this account.
credit No, 2.)
Nore.—This entry does

not affect any other account.

The new note merely replaces

the old note. It is neces-

sary, however, that the trans-
action be recorded on the
books.

Postings of debit eniries are made
from individual entries in the debit
General Ledger column in the journal.

See

Credit:

1. The amounts collected on
moritgage notes.

{Debit accounts concerned.)}*

2. The uncollected balance on
any morigage notes can-
celed by renewal notes.

(Debit this account.}

3. The uncollected balance on
any morigage notes other-
wise disposed of.

(Debit accounts concerned.)

Postings of credit eniries are made
from individual entries in the credit
General Ledger column in the journal.

This account is opened to cerry the more or less long-term notes

secured by mortgages as distinguished from the eurrent unsecured
notes carried in the Notes Receivable—Trade account. It is con-
sidered desirable to separate the different types of notes in the ledger
aecounts.

Under the procedure outlined above, the account is operated as a
controlling account and implies that individual accounts are opened
with the makers of the notes in a subsidiary record. Postings, how-
ever, are made from individual entries in the journal and where the
number of notes is small, it is not necessary to open individual accounts.

When an old note is canceled by a renewal note, this aceount is
debited and credited with the amount because no other account is
affected by this transaction.

If any of the mortgage notes are discounted, see Notes Receiv-
able———Discounted account for bookkeeping procedure.
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Carrral Stock v Baxx ror CoorEraTives (2.13)

Debit:
1. The face wvalue of stock
purchased.
{Credit accounts concerned.)
Postings of debil entries are made
from individual entries in the debit
Genersl Ledger column in the journal.

Credit:
1. The face value of stock sur-
rendered for cancellation,
{Dsbit accounts concerned.)

Postings of credit entries are made
from ipdividual entries in the credit
General Ledger column in the jfournal.

CarpitaL Stoce CrEpirs—REcEIVABLE (2.14)

Debit:

1. The smounts of any earned
dividends declared in the
form of capital stock cred-
its.

{Credit Dividends Earned
aceount.}

Postings of debit entries sre made
from individual entriea in the debit
Goneral Ledger oolumn in the journsal.

Credit:

1. The face value of capital
stock received in lLeu of
sarned dividends,

{Debit Sundry Investments.}

2. The amount of capital stock
credits charged off as
warthless,

{Debit Reserve for Doubtful

Investments.)

Nore.—If no reserve has
been established closs this
loss to Surplus through an
appropriate loss account.

Postings of credit entries are mads
from individual entries in the ecredit
General Ledger ¢olumm in the journal.

This account is opened to carry sny dividends due the company
that are declared in the form of capital stock credits and to show this
asset on the books pending the issuance of stock when fully earned.

U7380*—39—8
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Svrpry InvesTMENTs (2.15)

Debit:

i. The purchase cost of eny in-
vestments that are not
carried in special accounts.

{Credit the accounts affected
by terms of payment.)

2, The face value of capital
stock and certificates of in-
debtedness received from
other cooperatives in lieu
of dividends earned.

{Credit Capital Stock Cred-
its—Receivable.)

Norz.—H stock credits|

are not recorded on the books
at time stock or certificates
are received credit Surplus or
close to Surplus through an
appropriste gain account.

Postings ¢f debit entries are made
from individual entries in the debit
Ceneral Ledger column in the journsl.

Credit:

1. The value, as shown on the
books, of any investments
sold that are carried in this
account.

(Debit the account affected
by terms of sale.)
Nore—If the value car-

ried on the books is meore or
less than the amount re-
ceived, debit the loss or
credit the gain, as the case
may be, to appropriate loss
and gain accounts.

2. The walue shown on the
books of any investmenis
carried in this secount that
are charged off as worth-
less.

(Debit Reserve for Doubtful
Invéestments.)

Nore.—If no reserve has
been established, debit this
loss to an appropriate loss
account.

Postings of credit entries are made
from individual entries in the credit
General Ledger column in the journal.

This account is opened to carry any investments for which special
sccounts are not indicated. In most eases, however, an elevator is
not likely to have many different types of investments. Separate
rcecunts can be opened in the general ledger for the different types
or the items can be posted separately and described under the general

heading indicated above.

LNEY
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Reserve ror DovustFurL INvesTMENTS (02.1A)

Sec Reserve for Doubtiul Accounts Receivable (01.26).

Carrtar Stocxk NoTes REcCEIVABLE—SUBScRiFTIONS (2.21)

Debit: Credit:
1. The face value of gll notes| 1. The amounts eollected on

taken in payment of sub-
scriptions to and purchase
of capital stock.

(Credit Capital Stock Sub-
scriptions Receivabla.)
Nore.—In some States &

note is recognized as the

equivalent of cash payment
and capital stock purchased
with a note is considered as
issued and outstanding., Un-
der these circumstances, if
the note is given at the time
stock is subseribed and covers
payment in full, the credit
entry may be directly to

Capital Stock—Qutstanding.

Thus, the accounts Capital

Stock Subseriptions Receiva-

ble and Capital Stock——

Subscribed are not involved.

. The face walue of remewal
notes teken in cancellation of
old capital stoek notes.

(Credit this account. See
cradit No. 3.)

these notes.
{Debit General Cash.}

. The amounts of any divi-

dends credited on these

notes.
{Debit Dividends Payable.}

Note—~—Upon completion
of payments and delivery of
stock, another journal entry
is made by which Capital
Stock—Subseribed is debited
and Capital Stock—Out-
standing is credited with the
par value of the stock. See
note under debit No, 1.

. The uncollected balances on

any of these notes canceled
by renewsl notes.

(Debit this account. See
debit No, 2.)

. The uncollected balanece on

stock notes otherwise dis-
posed of,

(Debit Capital Stock—Sub-
scribed or other accounts
concerned.)
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Carmtan Strock NoTes Recervasre—SusscripTions (2.21)—Con.

Debit:

Note~—This entry does
not affect any other account.
The new note merely re-
places the old note. It is
necessary, however, that the
transaction be recorded on
the books.

Postings of debit eniries are made
from individual entries in the debit
General Ledger column in the journal.
These eniries are salso posted as debits
to the individual acccunts kept with
makers of the notes in a subisidiary
ledger.

Credit:

Note.—In the event that
any part of a note is default-
ed and no refunds are made,
eredit the Capital Stock
Notes Receivable account
with the amount defaulled
and debit Capital Stock—
Subscribed with the face malue
of the note: In those States
where a note is considered
the equivalent of cash, the
debit may be to Capital
Stock—Outstanding.  Any
difference between the face
value and amount defaulted
is transferred by a journal
entry debiting Capital Stock
Notes Receivable and cred-
iting an appropriate gain
account, On the other hand,
if a refund is made, the pro-
cedure is the same except
that the Bank account rather
than a gain account is cred-
ited.

Postinga of credit entries are made
from individual entries in the credit
Geperal Ledger eolumn in the journal.
These eniries are also posted as credita
to the individual aeccounis kept with
makers of the notes in a subsidiary
ledger.

The process of balancing and closing this account at the end of & fiscal period
and reopening it at the beginning of the next is carzied out simulianeously. This
is accomplished simply by recording the necessary balancing amount on the side
that is deficient, ruling the account, and bringing down the balance on the opposite
gide. If the aecount is not active, this proeedure will not be pecessary.

Under the procedure outlined above, this account is operated as a
controlling account in the general ledger and implies that individual
accounts are kept with the makers of the notes in & subsidiary record.
Where the number of such notes ia small they ean be carried in detail
and described in the General Ledger account, thus eliminating the
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need for the individual accounts. In the event that any of these notes
are discounted, ses Notes Receivable——Discounted sceount for book-

keeping procedure.

CariTalL Srock SvBsCRIPTIONS

RecEivasLe (2.22)

Debit:

1. The rpn.r value of all capital
stock subscriptions.
{Credit Capital Stock—Sub-

scribed.)
See comments below.

Credit: _

1. The amounts collected on
capital stock subseriptions.

{Debit General Cash or other
accounts concerned.)
Note.—In those cases

where subscriptions to capi-

tal stock paid by notes are
considered fully paid, it will
be necessary under such cir-
cumstances to make the fol-

lowing journal entries: (1)

Debit Capital Stock Notes

Receivable and credit Capi-

tal Stock Subscriptions—Re-

ceivable; (2} Debit Capital

Stock—Subscribed and eredit

Capital Stock—Outstanding

with the par value of the

stock covered by the notes.

Otherwise the first entry is

made at the fime the note is

taken and the second entry is
not made wuntil the note
is paid.

2. The uncollected balance on
any subscriptions caneeled
by agreement,

(Debit Capital Stock—Sub-
scribed with the par value
of stock covered by the
subscription. I a partial
payment has been recaived
and i3 not refunded, the
smount of the payment is
transferred by a journal
entry debiting Capital
Stock Subscriptions and
crediting an appropriate
gain account.)
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CariTat. Stock SusscriprioNs Receivabre {2.22)—Continued

Credit:

3. The uncollected balance on
any subscripiions charged
off as uncollectible.

(Debit Capital Stock—Sub-
scribed with the par value
of stock covered by the
subscription. If & partial
payment has been received
and is pot refunded, the
amount, of the payment is
transferred by a journal
entry  debiting Capital
Stock—Subscriptions
and crediting an appro-
priate gain account.

Debit:

Postings of debif entries sre made
from individusl enfries in the debit
General Ledger column in the journal
These entries are alse posted as debits to
the individual aceounts kept with sub-
scribers in a subsidiary ledger.

Postings of credit enfries are made
from individual eniries in the credit
General Ledger column in the journal
These entries are also posted as credits
to the individual accounts kept with
subsecribers in a subsidiary ledger.

The procesz of balancing and closing this account at the end of a fiscal period
and reopening it at the beginning of the next is carried out simultaneously. This
is accomplished simply by recording the necessary balancing amount on the side
that is deficient, Tuling the account, and bringing down the balance on the opposite
side. If the account is not active, this procedure will not be necessary.

This account is opened to carry subscriptions to capital stock on the
bot.zks as an asset and is a contra account to Capital Stock—Sub-
scribed. Under the procedure outlined above it is operated as a

eontrolling account in the general ledger and implies that individual

sccounts are maintained with the various subscribers in a subsidiary
stock subscription ledger or the stubs of stock certificates may fre-
quently answer this purpose. A subscription receivable account is
particularly useful where capital stock is purchased on the partial or
deferred payment plan.

L)
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1f stock is fully paid for at the time it is subseribed, the Subscriptions
Receivable and Capital Stock—Subscribed accounts may be considersd
not involved and some economy in bookkeeping is realized by carrying
the resulting credit entry directly to the Capital Stock—Outstanding

account,

the stock can be treated on the books as fully paid and issued.

In some States payment may be in the form of a note, yet

(See

Capital Stock Notes Receivable account.)
When the total authorized capital stock is fully paid and issued,
there will be no further need for this account, and it usually disappears

from the books.

CarirsL STock AsSsEssMENTS—RECEIVABLE (2. 23)

Debis:

1. The amounts of assessments
made against holders of
eapital stock.

(Credit Surplus.)

Nore—Only where s company is
#0 organized that its stock may
be assessed.

Postings of debit entries are made
from the totals of individual enfries in
the debit General Ledger column in the
journal, (The individual entries sre
posted to the accounta kept with stock-
holders in a subsidiary ledger.)

Credit:

1. The ammounts eollected on
assessments.

{Debit General Cash.)

2. The smounis of any notes
taken in settlement of
assessments,

(Debit Assessment Notes Re-
coivable—Capital Stock.)

3. The uncollested balance on
assessments cherged off as
uneollectible.

{Debit Surplus.)
Postinge of credit entries are msade
from individual entries in the credis
General Ledger column in the journal.

{These entries are also posted to the
accounta kept with stockholders in s

subsidiary ledger.)

The process of balaneing and closing this account at the end of a fiseal period and

reopening it at the beginning of the next is earried out simultaneously. This is
accomplished simply by recording the necessary balancing amount on the side that
is deficient, ruling the aecount, and bringing down the balance on the opposite
side. If the accvunt is not active, this procedure will not be necessary,
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This account is opened to show assessments on the books as an
asset until final disposition is determined. Under the procedure out-
lined sbove it is operated as a controlling account in the general
ledger of the individual accounts kept with stockholders in a sub-

sidiary ledger.

AssessmeENT Notes RECEIVABLE—Car1TAL STOCE (2. 24)

Debit:

1. The amount of notes taken
in settlement of capital
stock assessments.

{Credit Capital Stock Assess-
ments—Reeceivable.)

2. The face value of renewal
notes taken in cancelia-

tion of old assessment|

notes.
(Credit this account. See
eredit No. 2.)

Nore—This entry does
not affect any other account.
The new note mersly re-
places the old. It is neces-
sary, however, that the trans-
gction be recorded on the
books.

Postings of debit entries are made
from individual entries in the debit
Ceneral Ledger eolumn in the journal.
(When individual accounts are kept
with the makers of the notes in a sub-
sidiary ledger these entries sre also
posted to those accounts ) :

Credit:

1. The amounts collected on
assessment notes.

(Debit General Cash.)

2. The uncollected balances on
any of these notes canceled
by renewal notes.

(Debit this saccount. See
debit No. 2.}

3. The amounts of any assess«
ment notes charged off as
uncollectible.

{Debit Surplus.)

Postings of credit entries are made
from individaal entries iIn the credif
General Ledger eolumn in the journal
{Wher individual accounts are kept
with the makers of the notes in & sub-
sidiary ledger these entries are also

posted to thoss accounts.}

The process of balancing and closing this aceount at the end of a fiscal period

and reopening it at the beginning of the next is carried cut simultaneousiy.

‘This

is accomplished simply by recording the necessary balancing amount on the side
that is deficient, ruling the account, and bringing down the balance on the oppo-
site side. If the account is not active, this procedure will not be necessary.

Undef the procedure outlined above this account is operated as a
controlling account in the general ledger and implies that individual
accounts are kept with the makers of the notes in a subsidiary ledger.
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Merer DrErosiT {2.25)

Debit:

1. The amounts deposited with
utility companies 2s a guar-
antee of payment of elec-
tric, gas, and water bills.

{Credit Cash in Bank.)

Postinge of debit entries are made
from individual entries in the debit Gen-
eral Ledger ¢olumn in the journal.

Credit:
1. The amounts of any with-
drawals.
{Debit General Cash.)

Postings of credit entries are made
{rom individual entries in the credit
General Ledger column in the journsl.

This account is opened to carry any deposits necessary for the com-
pany to make as a guaranty of electrie, gas, and water bills and to
maintain this asset on the books until it is canceled by withdrawals.

Where interest is allowed on meter deposits it should be collected
annuslly and credited to the Interest Earned account.

Fuxnps v Crosep Bang (2.26)

[Funds on deposit in closed bank]

Debit;

1. The amount of funds on
depesit at time bank is
closed.

{Credit Cash in Bank ac-
count.)

Postings of debit entries are msde
from individual entries in the debit Gen-
eral Lodger eolumn in the journal.

Credit:

1. The amounts collected from

the closed bank.
(Dabit General Cash.)

2. Amount of funds in closed
bank charged off as un-
eollectible.

(Debit Reserve for Funds in

Closed Bank.)

Note—If no reserve has
been established, debit this
loss to an appropriate loss
account.

Postings of credit entries are made

from individual entries in the credit
General Ledger column in the journal.

This account is opened to show this deferred asset on the books
until final disposition is determined. In the event the hank resumes
operations the buokkeeping procedure in handling the aceount depends
on the terms under which the bank is reopened.



118 FARM CREDIT ADMINISTRATION
Reserve ror Funps v CrosEp Bank (02.26)
Debit: Credit:
1. The amount of funds in| 1. Theamountsappropriated to
closed bank charged off as the reserve.
uncollectible. {(Debit an appropriate loss
(Credit Funds in Closed account.)
Bank.)
2. The amounts transferred to
Surplus when it is desirable
to decrease the reserve.
(Credit Surplus.)

Postings of debit entries are made
from individual entries in the debit Gen-
eral Ledger eolumn in the journsal.

Postings of credit entries are made
from individual entries in the credit
General Ledger column in the journal.

The process of balancing and cloging this aceount at the end of a fiseal period

and reopening it at the beginning of the next is carried out simultaneously. This
is accomplished simply by recording the necessary balancing amount oo the side
that is deficient, ruling the account, and bringing down the balance on the oppo-
site side. If the aceount is not active, this procedure will not be necessary.

This account is opened to carry on the books appropristions from
earnings to cover possible losses resulting from impaired bank account
due to closure of bank. The amounts appropriated to this reserve
should be sufficient to cover the probable loss. When the affairs of
the bank are liquidated, any balance remaining in the reserve shouid
be transferred to Surplus.

Ratwroan Cramas {(2.27)

Debit: Credit:

1. The amounts of any.claims] 1. The amounts collected on
filed against railroads for . claims,
leakage and damaged grain {Debit General Cash.}
or merchandise in transit| 2. The amounts of loss as a
and for delayed delivery. consequence of claims com-

(Credit the grain or merchan- promised or charged off.

dise sales aeccount con- {Debit Reserve for Doubtful
cerned.) Railroad Claims.)

Nore—If no reserve has
been established debit Loss
. from Leakage and Damage
in Transit.
See explanation below.

4
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Postings of debit entries are made| Postings of credit entries are made
from individual entries in the debit|from individual entries ia the credit
General Ledger column in the jourpal. | General Ledger column in the journal

This account is opened to show current railroad claims on the books
as an asset and as & means of crediting the various grain and mer-
chandise sales accounts with the recoverable losses due to leakage
and damaged grain or merchandise in transit. Any claims filed to
cover Josses due to delayed delivery are also carried in this aceount.

When many cizims are filed and the probabie loss from uncollecti-
bles is large, it is advisable to establish a reserve for doubtful claims to
be operated in the same manner as & reserve for bad debts. Under
that procedure the losses actually sustained are debited to the reserve
secount, thus avoiding an inequitabls charge to any one fiscal period.
If at the end of a reasonable peried collection seems improbable, claims
should be charged off. It is not desirable o carry them on the books
indefinitely.

Elevator managers should be diligent in filing claims in all warrant-
able cases. Losses resulting from leakage nlone may be considerable,

REsERVE FOR DOUBTFUL Rainroap Cramms (02.27)

Debit:

1. The amounts of railread
claims charged off as un-
collectible.

{Credit Rsilroad Claims.)

2. The amounts transferred to
Surplus when it is desirable
to decrease the reserve.

{Credit Surplus.)

Credit:
1. Amounts appropriated to the
reserve.
{Debit Loss from Ieakage
and Damage in Transit.)

Postings of debit entries sre made
from individual eutries in the debit
General Ledger column in the journal.

Postings of credit entries are made
from individual estries in the credit
General Ledger column in the journal,

The process of balancing and closing this account at the end of a fiscal period and

regpening it at the beginning of the next is carried out simultansously.

This is

sccomplished simply by recording the necessary balancing amount op the side that
is deficient, ruling the aecount, and bringing down the balance on the oppesite side.
If the account is not active, this procedure will not be necessary.
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This account is opened to carry on the books a reserve created for
the purpose of allocating to the proper fiscal periods the losses from
uncollectible leakage and damage in transit claims.

SmorTAGES—EMPLOYEES (2.28)

Debit:
1. The amounts of any deter-
mined shortages charge-
able to employees.
{Credit accounts concerned.)

Nore—The nature of the
shortage should indicate the
aceounts involved and there-
fore the necessary bookkeep-
ing procedure. If merchan-
dise is the item short the
particular merchandise pur-
chase account should be cred-
ited. If it is a shortage in
cash & contingent reserve
should be established pending
final determination of the
accounts that may be in-
volved.

Postings of debit enfries are made

frome individual entries in the debit
General Ledger column in the journal.

Credit:

1. The smounts collected from
the employee or bonding
agencies.

{Debit General Cash or other
accounts concerned.)

2. The amounts of shortages
otherwise disposed of.

{Debit Reserve for Sundry
Contingeneies or other ac-
counis concerned. If no
reserve has been estab-
lished, debit a special loss

account.)

Postings of eredit entries are made
from iodividual entries in the credit
General Ledger column in the journal

This account is opened to show

this asset on the books until final

disposition has been made of the matter. A special account in the
general ledger is preferable to having this item handled in the

accounts receivable.
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Bap Cescks (2.29)

Debit:

1. The amountsof checks cashed
for others and thoss taken
in payment of cash pur-
chases which are un-
henered.

{Credit Cash in Bank or
other accounts concerned.)

Postings of debit entries are made
from individual entries in the debit
Genernl Ledger column in the journal

Credit:

1. The amounts collected on
bad checks.

{Debit General Cash.)

2. The amounts of any un-
honored checks charged
off as uncollectible,

{Debit Reserve for Doubtful
Aecounts.)

Nore.—If no reserve hss
been established, debit Loss
from Bad Debts.

Postings of credit entries are made

from individual entries in the credit
General Ledger column in the journal

This account is opened to show this asset on the books ss a separate

item from other receivables. These items, however, may be carried
on the bocks as accounts receivable but bad checks should be shown
as a separate item on the Balance Sheet. If they are carried as
aceounts receivable, postings are made from the Accounts Receivable
columns in the journal, otherwise the General Ledger columns are used.

Craiss—Cownrracrt Grain Nor DeLivERED (2.24)

Debit:

1. The amounts of any damage
claims filed for failure to
perform on grain purchase
contracts,

(Credit accounts concerned.)

Postings of debit entries sre made
from individual entries in the debit
General Ledger column in the journal

Credit:
1. The amounts of any collec-
tions on these elaims.

(Debit accounts concerned.)

2. The amounts of any of these
claims charged off as un-
collectibie.

(Debit Swrplus or close to
Surplus through an appro-
priate loss account.)

Postings of credit entrice are made
from individual entries in the credit
General Ledger column in the journal
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Fizxed Assets and Deferred Charges

Lawxp (3.11)
Debit: Credit:

1. The purchase cost of any| 1. The value as shown on the
jand used in connection books of any land carried ,
with elevator operations. in this account that is sold.

© (Credit accounts affected by (Debit accounts affected by
terms of payment.) terms of sale.)}

Note.—Any loss or gsin
resulting from sale of land is

debited or credited, as the
case may be, to an appro-
priate Loss or Gain account.
Postings of debit entries are made| Posiiogs of credit entries are msde
from individual entries in the debit|from individual entries in the credit
General Ledger column in the journal. General Ledger column i the journal.

Unless a separate property record is kept in which the details of sl
transactions affecting property are recorded it is desirable to have a
separate land account in the general ledger. Separate property
accounts are also desirable from the point of view of valuation and
determining proper charges for depreciation.

Only the land acquired in connection with the business operations
of the company are carried in this account. Separate accounts should
be opened for any farm or other land, coming into possession of the
company, thatis for sale.

DweLrings (3.12)

See bookkeeping procedure outlined for Elevator Buildings account.

Note.—It is desirable that & separate account be maintained in the general
ledger for dwellings owned by the company.

RESERVE FOR DEPRECIATION—DWELLINGS (03.12)

See Reserve for Depreciation—Elevator Buildings (03.13).
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ELevaTor BriLpines {3.13)

Debit:

1. The purchase or construction
cost of elevator buildings
{including freight, express,
and any labor employed
by the company in this
connection.}

{Credit accounts affected by
terms of payment.}

2. The cost of all additions and
permanent improvements
{(including freight, express,
and any labor employed
by the company in this
connection).

{Credit accounts affected by
terms of payment.)

3. The cost of replacements (in-
cluding freight, express,
and any labor employed
by the company in this
connection)

{Credit accounts affected by
terms of payment.)

Postings of debit entrice are made
from individual eutries in the debit
General Ledger column in the Journal.

Credit:

1. The total cost of elevator

buildings sold.

{Debit Loss and Gain—Ele-
vator Buildings.Sold or De-
stroyed.)

2. The cost of elevator buildings
destroyed.

(Debit Loss and Gain—Ele-
vator Buildings Sold or De-
stroyed.)

. The original cost of parts
of elevator buildings de-
stroved.

{Debit. Loss and Gain-—Ele-
vator Buildings Scld or
Destroyed.)

The original cost of parts of
elevator buildings replaced.

{Debit Loss and Gain—Ele-
vater Buildings Sold or
Destroyed.)

Nore.—The Loss and Gain
account in this connection is
opened as a means of clearing
all the necessary bookkeep-
ing entries and determining
the net book loss or gain to be
closed to Surplus.

For bookkeeping proce-
dure in handling book losses
and gains resulting from the
above transactions see expla-
nation of boockkeeping proce-
dure below and the Loss and
Gain — Elevator Buildings
Sold or Destroyed account.
Postings of credit euntries are made

from individual entries in the credit
General Ledger column in the Journal.

The proeess of balancing and closing this account at the end of a fiseal pericd and
teopening it at the beginuing of the next is carried out simultaneously, This is
aegsomplished simply by recording the necessary balancing amount on the side that
is deficient, ruling the acoount, and bringing down the balance on the opposite side.
If the ascount is not notive, this precedure will not be necessary.
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The indicated bookkeeping procedure for the above account is based
on the theory thet buildings are carried on the books at total cost
value and all depreciation is properly reflected in a reserve account.
In the event only the book value is reflected the amount of the write-
off should be restored by a journal entry with & correspending credit
to the depreciation reserve.

The procedure outlined above explains the original entries affecting
only this General Ledger account. Obviously two or more accounts
may be affected by such transactions. Therefore, to determine,
reflect, and clear the net results in and through the book accounts,
several journal entries are necessary. The following is a more detailed
explanation of the necessary bookkeeping procedure:

Debit No. 1: The account is debited with the cost of sll elevator
buildings. If the purchase is a cash transaction, credit Cash in
Bank. If straight notes are given, credit Notes Payable. If
mortgage notes are given, credit Morigage Notes Payable.

Debit No. 2: The procedurs is the same as for debit No. 1.

Debit No. 3: While the procedure for handling this debit is the same
as for debit Ne. 1, other entries are necessary to remove the originel
cost of the part replaced from the account. Credit the account
with the original cost and debit Loss and Gain—Elevator Buildings
Sold or Destroyed. See credit No. 4.

Credit No. 1: This credit entry is the total cost of elevator bmldmgs
sold as shown by the sccount. The contrariwise entry is a debit
to Loss and Gain—Elevator Buildings Sold or Destroyed. These
entries are purely bookkeeping devices used as a means to clear the
account. Other entries are necessary to record the actual trans-
actions and to complete the necessary bookkeeping procedure.
The proceeds from the sale are debited to the account concerned.
If it is & cash transaction, debit General Cash. If straight note.
are taken, debit Notes Receivable. If mortgage notes are taken,
debit Mortgage Notes—Receivable. The contrariwise entry is 2
credit to Loss and Gain—Elevator Buildings Sold or Destroyed.

Credit No. 2: The bookkeeping procedure is practically the same as
for eredit No. 1. The account is credited and Loss and Gain—
Elevator Buildings Sold or Destroyed debited with the total cost of
elevator buildings destroyed as shown by the books. If the build-
ings are insured, the terms of settlement with the insurance com-
pany should indicate the necessary procedure of recording and
clearing the transaction on the books. Any insurance collected is
credited to Loss and Gain—Elevator Buildings Sold or Destroyed.

Credit No. 3: The procedurs is the same as for credit No. 2.

Credit No. 4: See explanation of debit No. 3.
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In the event it becomes desirable to show on the books the market
rather than the cost value of elevator buildings, the adjusting entries
should be handled in the same msnner as loss and gain entries shown
abovae.

If considered desirable, extraordinary losses from fire, etc., not
covered by msurance, can be treated as & deferred ifem and spread
over & period of years.

Rzserve ror DEPREctaTiON—ELEVaTOR BUuiLpmvcsa (03.13)

Debit: Credit:
1. The amounts of the reserve| 1. The amounts appropriated to
applicable where building the reserve.
is sold er any part 18 re- {(Debit Depreciation—Eleva-
placed, discarded or de- tor Buildings.)
stroved. NoTre.—The amounts ap-
{Credit Loss and Gain— proprinted to the reserve
Elevator Buildings Sold or should be based on the prob-
Destroyed.) able useful Iifa of the elevator
Nors—See Elevatoer buildings, and depreciation
Buildings account. should be set up for each
2. The smounts whereby the fiseal period.
reserve i8 decreased by ad-
justments or transfers to
Surplus.

{Credit Surplus er other ae-
counis concerned.)

Postings of debit entries are made
from individual entries in the debit
Guneral Ledger columm in the journal

Postings of credit enfries are muade
from individual entries in the credit
General Ledger column in the journal.

The process of balancing and closing this sccount at the end of a fiscal period
snd reopening it at the beginning of the next is earried cut simultanecusly, This
is accomplished simply by resording the necessary balancing amount on the side
that is deficient, ruling the aceount, and bringing down the balance on the opposite
sisia,

This account is opened to earry the amounts appropriated to Re-
serves for Depreciantion—Elevator Buildings that are or should be
reckoned for each fiscal period, and s a means by which the original

eost of elevator buildings may be shown and maintained on the books
at all times.

Nore—Separate acoounts for the various reserves for depreciation ef fixed
sssets are indieated for the purpose of reflecting on the books the amounts appli-
eabie to the different properties. This praectice serves & very useful accounting
purpose in cases of property destroyed by fire and storm, replacements, ard where
the property is sold.

97388 —30——F
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Erpvaron MacHINERY anD EquipMENT (3.14)

See hookkeeping procedure outlined for Elevator Buildings account
{3.13).

RBeserve ror Dupreciatiron—Evrsvaror MacHiNeEry axp Eguie-
MENT {03.14)

See Reserve for Depreciation—Elevator Buildings {03.13).

Ovgenr Brivoines (3.15)

Ses bookkeeping procedure outlined for Blevator Buildings account
(3.13).

Norr-—Where several buildings are owped and used for separate and distinet
functions, an aceount for each should be opened in the General Ledger. Thig is
particularly desirablie where the details of property owned are nof recorded in &
subsidiary record. '

RESERVE For DEPRECTATION—OTHER BruiLomves (03.15)

Ses Reserve for Depreciation—Elevator Buildings (03.13).

Orrer MacaEiNErY AND Equirmext (3.16)

See bookkeeping procedure outlined for the Elsvator Buildings
account (313}

RBEszrve ror DEPrrciatTioN—COTtEER MACHINERY AND EQUIPMENT
{03.163

See Reserve for Deprecintion— Klevator Buildings (03.13).

Orrice Funxrrorz axp Equirvest (3.17)

See bookkeeping proeedure outlined for the Elevator Buildings
account (3,13}

Reserve ror DrrreciaTion—OFrricE FURNITURE AND EQUIPMENT
{03.17)

Sec Reserve for Depreciation—FElevator Buildings (03.13).
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AvTomoBILES (3.18)
See bookkeeping procedure ocutlined for Elevator Buildings account
(3.13).

REesERVE FOR DEPRECIATION—AUTOMOBILES {03.18)
Sea Reserve for Deprecistion—Elevator Buildings (03.13).

Trucks, Tank Wagons, AnD TraNsPorTs (3.21)

Ses bodkkeeping procedure outlined for Elevator Buildings account
{3.13).

RESERYVE FOR DEPRECIATION—TRUCES, TANE Wagons, anp Trans-
rorTs (03.21)

See Reserve for Deprecistion—Elevator Buildings (03.13).

Suxnpry Fixep Assers (3.22)
See bookkeeping procedure cutlined for Elevator Buildings (3.13}.

ReserveE voa Derreciation—Sonpry Fixep AsseTs (03.22)
See Reserve for Depreciation—Elevator Buildings (03.13).

PrePAID SaLARIES AND Wages (3.31)

Debit:
1. The amounts of all salaries
and wages paid in advance.

Credit:

1. The amounts of prepaid sal-
aries and wages at the time
they are earned.

(Debit salary and wages
expense  account  con-
cerned.)

2. The amounts of prepaid sal-
aries and wages that are
charged off as uncollecti-
ble.

{Debit Loss from Bad
Debts.)

{Credit Cash in Bank.)

Postings of debit enirics are made
from individual euntries in the debit
General Ledger eodumn in the journal.

Postings of credit entries are made
from individual enfries in the oredit
Genera! Ledger column in the journal

The process of balancing aud closing this account at the end of a fiscal period
and recpening it st the beginning of the nest is carried out simultaneously. This
{s accomplished simply by recording the necessary balancing amount on the side
that is deficient, ruling the acsount, and bringing down the balance on the opposite
side. If the account is not active, this procedure will not be necessary.
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This aceount is opened {o show this asset on the books at the end of
each fiscal period and at any given time the amount due from employ-
ees for salaries and wages paid in advance. It is also a bookkeeping
device by which such items of expense are allocated to the fiscal period
to which they are applicable. Under the procedure outlined above, it
is operated as a confrolling account in the general ledger and implies
that separate accounts with the employees are kept in a subsidiany
record. This is considered desirable where such transactions are
numercus. If, however, the number is small the items may be posted
separately and described in the account. In this manner it will at all
times reflect the amounts due from each employee and a subsidiary
record is not necessary.

It is the custom of some companies to consider prepaid salaries as
advances to employees and record the transactions along with accounts
receivable. It is believed & better practice, however, to show prepaid
salaries in a separate account.

Prerain INsurance aND Bonps (3.32)

Debit: Credit:
1. The amounts of all insurance| 1. The amounts of any refunds
and bond premiums. on canceled policies.
(If payment is postponed, {Debit General Cash.)
credit the insurance com- Note,—If the refund is in
pany ;otherwisecredit Cash the form of a eredit memo-

in Bank account.)

Nors.—Al unpaid insur-
ance and bond premiums
should be recorded in this ac-
count before the amount of

randum, the insurance com-
pany rather then General
Cash is dsbited.

. The amounts of expired in-

surance and bond pre-

expired premiums is deter- miums applicable to a fiscal

mined at the end of & fiscal period.

period. (Debit Insurance and Bonds
Expense.)

Postings of debit entriez are masade Postings of credit entries are made
from individual entries in the debit|from individual enéries im the credit
Genoral Ledger column in the journal. ] General Ledger column in the joursal.

The process of balancing and closing this account at the end of a fizeal period
and reopening It at the beginning of the next is carried out simultaneously.
This is accomplished simply by recording the necessary balancing amount on
the side that is deficient, ruling the account, and bringing down the balance en
the opposite side.
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This account is opened to carry all insurance and bond premiums
and to show the unexpired portion on the books as an asset at the
end of each fiscal period and as a bookkeeping devies by which this
expense is properly allocated to the periods in which it is incurred.
The debit balance at the end of a fiscal period reflects the amount of
the unexpired insurance and bond premiums. Separste postings
should be mede of premiums for different types of insurance and bonds
and the type of coverage described in the ledger account.

Where payments of all insurance and bond premiums are debited
directly to an Insurance and Bonds Ezpense account, the bookkeeping
procedure is somewhat different. In such cases the necessary pro-
cedure is: (1) At the end of each fiscal period credit Insurance and
Bonds Expense and debit Prepaid Insurance and Bonds with the
amount of the unexpired insurance premiums; and (2) in reopening
the books for a subsequent fiscal period the Prepaid Insurance and
Bonds account is immediately closed out by erediting that aecount
and debiting Insurance and Bonds Expense in the new fiscal period
with the debit balance. Under this method it may also be necessary
to open an Accrued Insurance and Bonds account which would be
operated in the same way as sny other secrued expense account.

EievaTor SuppLiEs—INVENTORY {3.33)

Debit: Credit:
At the end of each fiscal period| At the beginning of each fiscal
the cost of elevator supplies period the debit balanceshown

on hand is entered in the
debit General Ledger column
in the journal and posted
from there to the debit side of
this account.

{Credit Elevator Supplies Ex-
pense account.)

in this account at the end of
the preceding fiscal period is
entered in the credit General
Ledger column in the journal
and posted from there to the
eredit side of this account,
thus closing it.

{Debit Elevator Supplies Ex-

pense account in the new fis-
cal period.)

This aceount is opened to show this asset on the books and as a
bookkeeping device to allocate such items of expense to the proper
fiscal periods.
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OrricE SuPPLIES AND PoSTAGE—INVENTORY (3.34)

Debit:

At the end of each fiscal period
the cost of office supplies and
postage on hand is entered
in the debit General Ledger
column In the journal and
posted from there to the
debit side of this account.

(Credlt Office Supplies and Post-

age—Expense account.)

Credit:

At the beginning of each fiscal
period the debit balanceshown
in this account at the end of
the preceding fiscal period i8*
entered in the credit General
Ledger column in the journal
and posted from there to the
eredit side of this account,
thus closing it.

(Debit Office Supplies and Post-
age Expense account in the
new fiscal period.)

This account is opened to show this asset on the books and as a
bookkeeping device to sllocate this expense to the proper fiscal periods.
Where such items are negligible this account may not be necessary

and therefore is not opened.

Power axp Hear FuEr—INvENTORY (3.35)

Debit:

At the end of each fiscal period
. the cost of power and heat
fuel on hand is entered in the
debit General Ledger column
in the journal and posted
from there to the debit side
of this account.

{Credit Power, Light, Water,
and Heat account.)

Credit:

At the beginning of each fiseal
period the debit balance
shown in this account at the

_end of the preceding fiscal
period is entered in the credit
General Ledger column in
the journal and posted from
there to the credit side of
this account, thus closing it.

(Debit Power, Light, Water,
and Heat account in the new
fiscal period.)

This account is opened to show this asset on the books at the end
of each fiscal period and as a bookkeeping device by which the cost of

these items is allocated to the proper fiscal periods.

Where heat fuel

is drawn from fuel purchased for resale, there will not, of course, be

any inventory of that item.

In connection with the various inventories indicated in this report

other than grain and merchandise,

it should be explained that all of
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them may very easily be, and often are, carried in one inventory
sccount. Under such procedure, although not necessery, it is g good
practice to post separately and describe each item for which separate
purchase aceounts ars opened in the general ledger. This procedurs
facilitates preparation of statements and jowrnal entries in recpening
the books and is desirable for analysis purposes.

Preraip MiscerrLangouvs Oreraring ExreENsE (3.36)
See Prepaid Salaries and Weges (3.31).

PrErPAtD MISCELLANEODE ADMINISTRATIVE Expense (3.37) .
See Prepaid Salaries and Wages (3.31).

Current Liabilities
Notea PavaBLE—TrADE {4.11)

Debit:

1. The amounts of ell payments

made on these notes.
{Credit Cash in Bank.)

2. The unpaid balances of old
trads notes canceled by
renewal notes.

{Credit this account.
eredit No. 2.)

Credit:

1. The face value of all trade
notes issued.

(Debit accounts affected at
time notes are issued.)

2, The face value of renewal
notes issued in cancella-
tion of old trade notes.

{Debit this account. See
debit No. 2.)
Note.—This entry does

not affect any other account.

The new note merely replaces

the old. Itisnecessary, how-
ever, that the transaction
be recorded on the books.

See

Postings of debit entries are usually
mads from individual entriss in the
debit Gensral Ledger ¢olumn in the

Postings of credit entries are usually
made from individual entries in the
credit Genersl Ledger colump in the

journal. journal,

The process of balancing and closing this aceount at the end of a fiscal period
and reopening it at the beginning of the next is carried out simultanecusly, This
is acoomplished simply by recording the necessary balansing amount on ¢he side
that {x deficient, ruling the account, and bringing down the balance ou the opposite
side. If the account is not active, this procedure will not be necessary.

This account is opened to show on the books the eurrent liabihity
for notes issued by the company in settlement of ordinary accounts
payable. See other accounts for notes issued for other purposes.
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Under the procedure outlined above, the account is operated as a
controlling account in the general ledger and implies that individual
secounts are kept with the holders of the notes in a subsidiary record.
Under the indicated procedure, bowever, all entries are postings of
single items; thus, where the number of such transactions is negligible
and entries are properly described, & subsidiary record is not required.

L

Nores PavasrLe—BanNks (CurreNT Loans) (4.12)
See Notes Payable—Trade (4.11).

Nores Pavasne—OrriciaLs AND MzmBeErs (4.13)

Debit: Credit:

1. The amounts of all payments| 1. The face value of all notes

msde on these notes. issued to officials and mem-
{Credit Cash in Bank.) bers.

2. The unpaid balance of old {Debit mccounts concerned.)
notes canceled by renewal| 2. The face value of renewal
notes. notes issued in cancella-

(Credit this saccount. See tion of old notes.
" credit No. 2.} (Debit this account. See
: debit No. 2.)

Nore.—This entry does
not affect any other account.
The new note merely replaces
the old note. It is neces-
sary, however, that the trans-
action be recorded on the
books.

Postings of debit entries are usually | Postings of credit entries are usually
made from individual entries in the |made from individual entries in the

debit Genersl Ledger column in the|credit General Ledger eclumn in the
journal. journal,

The prosess of balancing and closing this account at the end of a facal period and
reopening it at the beginning of the next is earried out simultaneously. This is
aceomplished simply by resording the necessary balancing amount on the side that
is deficient, ruling the aceount, snd bringing down the balance on the opposite side.
If the aceount is inactive, this procedure will not be necessary.

It is desirable that & separate notes payable account be opened to
carry notes issued to officials and members of the company.

Under the procedure outlined above, the account is operated as a
controlling account in the general ledger and implies that individual
accounts are kept with the holders of the notes in a subsidiary notes
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payable ledger. Postings to the account, however, usually are entries
of individual items; thus, where the number of such transactions is
small and entries ars properly described, a subsidiary ledger is not
needed.

AccounTs PavaBLE—TrapE (4.14)

Debit:
1. The amounts of all payments
made on these accounts,

Credit:
1. The amounis of all inveices of
grain, merchandise, and

{Credit CashinBank, Ifany supplies purchased on
notes aregiven in payments credit.
of sccounts, credit Notes (Debit grain, merchandise or
Payable—Trade.) supply purchase accounts

2. The amounts of any recorded
invoices where the articles
are returned,

(Credit grain, merchandise or
supply purchases accounts
concerned.)

3. The amounts of any sllow-
ances and refunds on in-
voices previously credited
to this account.

{Credit grain, merchandise,
or supply purchases ac-
counts concerned.)

4. The amounts of any eash and
trade discounts deducted
from invoices previously
credited to this account.
(Credit Discounts Earned.)

concerned.)

Nore.—All invoices should
be checked against the items
and verified befors they are
entered in the journal.

Postings of debit entries are ususlly
made from individual entries in the
debit Genersl Ledger column in the
journal. )

Postings of credit entries are usually
made from individual entries in the
eredit General Ledger column in the
journal

The process of balancing snd closing this account at the end of a fiscal period
and recpening it a¢ the beginning of the next is carried out eimultancously. This
is accomplizhed simply by recording the necessary balancing amount on the side
that is deficient, ruling the aceount, and bringing down the balance on the opposite
side.

This account is opened to carry the amount of invoices for grain,
merchandise, and supplies purchased on credit. Another account is
opened to carry other types of accounts payable. Under the indicated
procedure, the account is operated as & controlling account in the
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general ledger and implies thet individual accounts are kept with
creditors in a subsidiary ledger. As outlined, however, postings are
entries of single items; thus, where such eniries are few and are
properly described, & subsidiary record is mot necessary. A better
plan, in such cases, may be separate accounts in the genersal ledger
proper with the different firms.

Accounts PavasLe—OtrER (4.15)

This account is opened to carry items that could not be classified as
trade accounts payable. See Accounts Payable—Trade.

Inpivipuar Deposits—MEMBERS aND PaTrONS (4.18)

Credit:

1. Amounts deposited or left
with the company on open
account by members and
patrons.

{Debit General Cash or other
accounts concerned.)
Note.—See Time Certifi-

cates—Members and Patrons
and Certificates of Indebted-
ness—Loans for handling
other monies that may be
deposited with the company
by members and patrons.

Debit: -
1. Amounts withdrawn by
depositors.
{Credit Cash in Bank or
ather accounts concerned,)
2, The amounts of purchases
and other items charged to
depositors’ accounts.
{Credit accounts concerned.)

Postings of debit entries are usually
made from individusl entries in the
debit General Ledger column in the

Postings of credit entries are usually
made from individual entries in the
credit General Ledger ecolumnp in the

journal. journal.,

The process of balancing and closing this account at the end of a fiseal period
and reopening it at the Leginning of the next is carried out simultanecusiy, This
is accomylished simply by recording the necessary balancing ameunt on the side
that is deficient, ruling the account, and bringing down the balance on the oppesite
side,

This account is opened for tlie purpose of properly clessifying the
amount dus members and patrons, for money deposited with the
company on open account, as a liability on the books at the close of a
fiscal period. In many cases it is a regular accounting practice of
loeal elevators to handle deposits of members and patrons in the same
manner as payments on accounts. The result of this procedure is
that frequently at the end of a fiscal period many individual accounts
receivable show credit balances. This is often responsible for an
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erroneous statement of accounts receivable in the Balance Sheet. A
better practice is to show credit balances as liabilities and the correct
amount for accounts receivable.

Under the procedure outlined above the account is operated as a
controlling account in the general ledger and implies that individual
accounts are kept with members and patrons in a subsidiary ledger.
Under this method the individual entries must be posted to both the
eontrol and individusal accounts.

If these items are carried on the books as accounts receivable,
postings are made from the Accounts Receivable columns in the
journal rather than the General Ledger columns as indicated above.

ACCOUNTING—COOPERATIVE GRAIN ELEVATORS

Nores Receivasie Discounten (4.17)
{Payment Guaranteed]

Debit:

1. The face value of all dis-
counted notes when re-
ported paid by the dis-
counting agency.

(Credit Notes Receivable.}

« 2. The amount of any dis-

' counted noies redeemed
by the company. {Any
interest that has accrued
between dates of maturity
and redemption is debited
to Interest Paid.)

{Credit Cash in Bank. This
transaction merely - trans-
fers the note back to the
company and the Notes
Receivable asset account
is not affected.)

Postings of debit eniries are made

from individual entries in the debit
General Ledger column in the journal.

Credit:

1. The face value of all notes
discounted where payment
is guaranteed by the com-
pany.

(Debit Cash in Bank with
the proceeds. The dis-
count is dehited to In-
terest Paid account.)

Postings of credit entries are made
from individual entries in the credit
Genersl Ledger column in the journsl.

This account is opened to carry any discounted notes receivable,

payment of which is guaranteed by the company, as a contingent
liability on the books until such notes are paid or redeemed. It is
not necessary to open this account if notes are discounted without
recourse. Under such circumstances, the Notes Receivable account is
credited with the face value of the notes discounted and the discount
is debited to the Interest Paid account.
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OreN Trapes—Loss (4.18)

Debit:

At the beginning of each fiscal
period the credit balance at
the end of the preceding fiscal
period is entered in the debit
Genperal Ledger column in
the Journal and posted from
there as a debit to this
account—thus closing it.

{Credit the grain purchases ac-
counts concerned in the new
fiscal pertod.)

Nore—This entry in the
new fiscal period is exactly the
reverse of the credit entry at
the end of the preceding fiscal

period.

Credit:

At the end of each fiscal period
the estimated loss on open
trades is entered in the credit
General Ledger column in
the Journal and posted from
there #s a credit to this
account.

{Debit the grain purchase ac-
counts coneerned.)
Nore.—The different grains

should be posted separately to

facilitate preparation of reopen-
ing entries.

See Accounts Keceivable—Grain
Commission Companies.

See Wheat—Purchases, and
Wheat—Sales accounts.

This account is opened to show this estimated loss as a contingent
Hability on the books at the end of each fiscal period and as 2 book-
keeping device to offset the gains reflected in hedged grain inventories,
computed on basis of market value, which are credited to purchases.
The balance shown at the end of a fiscal period is credited to the
grain purchases accounts concerned in the subsequent fiscal period
as & means of adjusting hedged grain inventories, debited to these
accounts at market value, to & cost basis. Any losses sustained on
cloxed trades are debited fo the grain sales accounts concerned.
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StoracE GRAIN LiamrLiry (4.21)

Debit: '

At the beginning of each fisecal
period the ~ credit balance
shown in this account at the
end of the preceding fiscal
period is entered in the debit
General Ledger column in the
Journal and posted from there
to the debit side of the ac-
count, thus closing it.

{Credit Grain Inventory—
Stored Grain. This entry is
exactly the reverse of the
entry shown on tiie credit
side.}

Credit:

At the end of each fiscal poriod
the markef, velue of any un-
owned stored grain is entered
in the eredit General Ledger
column and posted from thers
to the credit side of this
sceount.

{Debit Grain Inventory—
Stored Grain.)

This account is opened to show this contingent liability on the

baoks at the end of & fiscal period.

Such procedure is necessary only

in those states where the laws require that evidence of this liability
be shown on the bocks. See Grain Inventory—Stored Grain aceount.

STaTE SavLes Taxes (PavasLe) (4.22)

Debit:

1. The amounts of all sales taxes
forwarded to the State tax
collecting agency.

{Credit Cash in Bank.)

2. The amounts of any taxes re-
funded on account of the
return of a previocusly re-
corded sale.

{Credit Accounts Receivable
or other accounts con-
cerned.)

Postings of debit eniries are made

from individual entries in the debit
General Ledger column in the journal

Credit:
1. The amounts of all sales taxes
for which the company is
Hable.
{Debit General Cash, Aec-
counts Receivable or other
accounts concerned.)

Postings of credit entries are made
from the monthly totals of the credit
Sales Tax column in the journal.

The prooesa of balancing and closing this account at the end of a fiscal period
and reopening it at the beginning of the next is carried out sitmultaneously. This
is acoomplished simply by recording the necessary balancing amount on the side
that is deficient, ruling the sccount, and bringing down the balance on the opposite

gide.
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T}us account is opened to show this lability on the books until
these taxes are forwarded to the tax collecting agency. The credit
balance in the account at the close of & fiscal period reflects a current
Liability and is so shown on the financial statements,

It should be the practice fo segregaie sales taxes from sales regardless
of the terms of sale and the amount of the tax should be entered in a
journal column separate from that provided for the ecommodity.~:
Where the number of sales is small, credit entries may be handled
through the General Ledger column, thus eliminating the need for a
special column.

This item has no place in the operating accounts because the pur-
chaser pays the {ax and the company from an accounting standpoint
is concerned only as an intermediary collecting agency. Where the
company pays a sales or business tax out of proceeds from sales, such
a tax is chargeable to expense and is so handled in the book accounts.
See other Taxes and Licenses account.

SociaL Secority Taxes—CorrecTEp Froum Euprovees {4.23)

Debit:
1. The smounts of these taxes
" {forwarded to the tax-col-
lecting agency.
(Credit Cash in Bank.)

Postings of debit entries are msde
from individual entries in the debit
General Ledger column in the journal.

Credit:

1. The amounts of social se-
curity taxes collected or
due from employees.

(Debit General Cash or other
asccounts eoncerned.)

Postings of credit entries sre made

from individual entries in the credit
General Ledger column in the journal

The progess of balancing and closing this account at the end of a fiseal period
and reopening it at the beginning of the next is earried out simultaneously. This
iz accomplished simply by recording the necessary balancing amount on the side
that is deficient, ruling the account, and bringing down the balance on the opposite
side.

This account is opened to show this liability on the books until
these taxes are forwarded to the tax—ollecting agency. No operating
account is involved in connection with the taxes contributed by em-
ployees In other words, from an accounting standpoint the company
is concerned only as an intermediary collecting agency. See separate
account for that part of the social security tax that is paid by the
company.
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FReservE ror FEperaL Income Taxes {4.24)

Debit:

1. The amounts of all payments
of ¥edersl income tex for
which the reserve was cre-
ated.

{Credit Cash in Bank.)

2. Any excess in the amount
currently appropriated to
the reserve and the amount
of tex actually paid—thus
closing the acecount.

{Credit Undistributed In-
come or Surplus as the
case may be.)

Postings of debit entries are made

from individual eptries in the debit
General Lédger column in the journal

Credit:

1. The amounts currently ap-
propriated to the reserve.
{Debit Net Income and Loss.)
2. The amount of any deficiency
in the appropriation to the
reserve and the amount of
tax actually paid—thus

closing the account.
(Debit Undistributed Income
or Surplus as the case may

be.}

Postings of credit entries are made
from individual eniries in the credit
General Ledger column in the journal,

This account is opened to show this hability on the books and to
reflect the probable tax as a deduction from net income in the fiscal

period to which it is applicable.

In the event that the amount appropriated to the reserve in a cur-

rent period is more than the actual tax payment, the balance should
be transferred as s e¢redit to the Undistributed Income or Surplus
accounts and contrariwise these accounts- are debited with any
deficiency. In other words, the amounts appropriated to the reserve
account for the different fscal perieds should be treated independ-
ently. In this manner, the reserve account is always closed out
before an appropriation for a subsequent period is made or else the
reserves appropriated for the differemt periods should bs carried in
separate aceounts,

ResErRvE rorR State IncoMme Taxes (4.25)

Sea Reserve for Federal Income Taxes {4.24).
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Divinenps Pavasre—CariTal Stocx (4.26)

Credit:
1. The amounts of all dividends
declared on capital stock.

Debit:
1. The smounts paid in cash or
applied as credits on sac-

counts, {Debit Undistributed Incoms
(If paid by check, credit Cash or Surplus, as the case may
in Bank. If applied on be.)

accounts, credit Accounts Nore.—It is preferable

Receivable,) that the dividend be com-
2. The amounts of dividends puted and entered before the
unclaimed. books are closed for the cur-
(Credit Unclaimed Dividends rent fiscal period.
or Surplus.)
See explanation below.

Postings of debit entries are ususlly
msade from the fotals of individual en-
tries in the debit General Ledger column
in the journal

(The individual entries are posted to
the accounts kept with stockholders in
& subsidiary ledger.)

Postings of credit entries are nsuslly
made from the totals of individual en-
tries in the credit General Ledger column
iz the journal.

(The individual entries are posted to
the accounts kept with stockholders in
& subsidiary ledger.}

The process of balaneing and closing this account st the end of a fiscal peried
and reopening it at the beginning of the next is carried out simultaneously. This
is ascomplished simply by recording the necessary balancing amount on the side
that is deficient, ruling the account, and bringing down the balance on the opposite
side.

This account is operated as a controlling account in the general
ledger accounts kept with stockholders in a dividends payable ledger
or register. Frequently, the Patronsge ledger is so devised that it
can be used for this purpose.

Unclaimed dividends should not remain on the books s a current
Lability beyond a reasonable period of time; generally at the end of
the subsequent fiscal period, they should be transferred either to an
Unclaimed Dividends account. This account, in turn, may be trans-
ferred later to Surplus.

Separate accounts should be opened for dividend declarations of
different fiscal periods.
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Divipenps Pavapre—PaTroNace (4.27)

Debit:

1. The amounts paid in cash or
applied as credits on ac-
counts end capital stock.

(If paid in cesh, credit Cash
in Bank., If credited to
patron’s account, credit
Accounts Recelvable. If
applied on purchass of cap-
ital stock, credit Capital
Stock Credits.)

2. The amounts of dividends
unclaimed.

(Credit Unclaimed Divi-
dends or Surplus.}

See.explanation below.

Postings of debif eniries are made

from the totals of individual entries in
the debit General Ledger eolumn in the
journal. The individual enfries are
posted to the accounts kept with pa-
frons in the Patronage ledger.

Cradit:
1. The amounts of all patron-
age dividends declared.
(Debit Undistributed In-
come.)

Nore.—It is preferable
that the dividend be com-
puted and entered om the
books before the books are
closed for the current fiscal
period.

Postings of credit entries are made
fromn the totals of individual entries in
the credit General Ledger column in the
journal, The individual entries are
posted $o the aocounts kept with ps-
trons in the Patronage ledger.

The process of balaneing and closing this account at the end of a fiscal period
and reoponing It at the beginning of the next is carried out simultaneousiy, This
is necomplished simply by recording the necessary balaneing smount on the side
that is deficient, ruling the acecount, and bringing down the halance on the oppo-

site gids.

This account is operated as a controlling account in the general
ledger of the individual secounts kept with patrons in 8 subsidiary

record, usuelly a Patronage ledger.

The account should at any given

time reflect the current liability for all patronage dividends that have
been actually declared. See Reserves for Dividends Deferred and

Unclaimed Dividends accounts.

$7350°~—30——10
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Unclasimed dividends should not remain on the books as s current
liability beyond a ressonable period; generally at the end of the sub-
sequent fiscal period they should be transferred to an Unclaimed Divi-
dends acecount. This account, in turn, may be transferred later to
Surplus. It is also desirable to open separate accounts to carry the
dividend declarstions of different fiscal periods, particularly where
detailed postings are made to the general ledger account.

AccrUED SaLArres aNp Wacges {(4.31)

Credit:
At the end of each fiscal period

Debit:
At the beginning of each fiscal

period the credit balance
shown in the account at the
end of the preceding fiscal
period is entered in the debit
General Ledger eolumn in the
journal and posted from there

the amount of sccrued sala-
ries and wages is entered in
the credit General Ledger
column in the journal sand
posted from there to the
credit side of this account. -

to the debit side of the ac-
count, thus closing it.

{Credit the salaries and wages
expense accounis concerned
in the new fiscel period. This
entry is exactly the reverse
of the entry shown on the
credit side.)

{Debit the salaries and wages
expense accounis concerned.)
NoteE.—Where individual ac-

counts are carried with em-

ployees for unpaid salaries, the
amount should be shown on the

Balance Sheet as Accrued Sal-

aries and Wages rather then

Accounts Payable.

This account is opened to show this liability on the books and as
8 bookkeeping device by which this expense is reflected in the fiscal
period in which it was incurred. Upon reopening the books the ac-
count is closed by transferring the balance to the salaries and wages
accounts concerned in the new fiscal period.
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Accroep INTEREST—FPAYABLE (4.32)

Debit:

At the beginning of each fiscal
period the credit balance
shown I this account at the
close of the preceding fiscal
period is entered in the debit
General Ledger column in the
Journel and posted from there
to the debit side of the
account, thus closing it.

(Credit Interest Paid account
in the new fiscal period. This
entry is exactly the reverse of
the entry shown on the credit
side.)

Credit:

At the end of each fiscal period
the amount of accrued in-
terest owed by the company
is entered in the credit Gen-
eral Ledger column in the
Journsl and posted from there
to the credit side of this
account.

{Debit Interest Paid account.)
Nore.—The account should

reflect interest accrued on trade
and ordinary notes payable,
bonds, mortgage notes payable,
balances due grain firms, bal-
ances due members, members’
time deposits, certificates of
indebtedness, and any other
interest-bearing debt of the
company.

This account is opened te show this liability on the books and as
& bookkeeping device by which unpaid interest is reflected in the
fiseal peried in which it was incurred.

Upon reopening the books, the account is closed by transferring the
balance to the Interest Paid account in the new fiscal period.

Accruen Seciar Secvrrry Taxes (4.33)

See Accrued Interest—Payable (4.32).

Accived OTHER Taxes axp Licenses (Excuvpine INcoME, Saves,
aND SociaL SecuriTy Taxes) (4.34)

See Accrued Interest—Payable (4.32).

AccrUED PowEgR, LIGAT, aAND WaTER {4.35)

Ses Accrued Interest—Pavable (4.32).
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AccrUED TELEPEONE AND TELEGRAPH {4.36)
See Accrued Interest—Payable (4.32).

AccrvuEp RENT AND LEASE (4.37)
See Accrued Interest—Payable (4.32).

Not1e.— The various acerued expense accounts are cpened to show these lia- «»

bilities on the books at the end of each fiscal period and as deviees by which
these expenses are reflected in the fizcal periced in which they were incurred.
Usually the only postings to these accounts are the opening and dlosing eniries;
therefore, it is practical to carry all of these items in one appropriste general
Jedger account. Separate accounts are listed primarily to direct attention to
the various items that must be considered and to define more clearly the neces-
sary journal entries, Where only one account is earried in the General Ledger,
all entriea should be deseribed to facilitate preparation of the reopening journal
entry by which the balances are transferred to the various.expense sceounts in
the subsequent fiscal period.

Under the procedure indicated, all payments of acerued expense items are
debited directly to the various expense accounis concerned and, for that resson,
upon reopening the books, the balances shown in the accrued accounts are {rans-
ferred to the proper expense accounis in the new fiscal peried.

Where an analysis of the expense account is desirable and to facilitate prepara-
tion of the reopening eniry, the amounts of dissirmliar scerved items should be
entered separately. Thus, in establishing the Accrued Tazes account, separste
entriea should be made for acerued property tax, acerued ecorporation tax, eta.

Tang WacoN CoMmissioNs—PAYasLE (4.38)

Debit:

1. The amounts of all payments
of accrued or withheld
commissions.

(Credit Cash in Bank or
other accounts concerned.)

2. The amounts of any ac-
counts receivable charged
off for which commissions

are withheld as a gua:antee
of payment.

(Credit Accounts Receiv-
able.)

Postings of credit entries are made
from individual entries in the debit
General Ledger column in the jourpal

Credit:

1, The smounts of all commis-
gions accrued or withheld
during a current fiscal pe-
riod.

{Debit Tank Wagon Ex-
pense.)

Postings of credit entries are made
from individual entries in the credit
General Ledger column in the journal.

The process of balancing and closing this account at the end of a fisoal period

and recpening it at the beginning of the next is carried out simultaneously.

‘This

iz accomplished simply by recording the necessary balancing amcunt on the side
that is deficient, ruling the accouunt, and bringing down the balance on the opposite
side,
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This account is opened to show this liability on the books and as a
bookkeeping device by which this expense is charged to the fiscal
period in which it was incurred. If properly operated, it will at any
given time reflect the amount of tank wagon commissions owed by
the company. Frequently, the credit balance shown in this account
reflects commissions withheld as a protection against possible losses
from credit extended by the tank wagon driver for which he is held
responsible. Under these circumstances, the account is always active;
therefore, upon reopening the books for a new fiscal period, it is not
closed out to the corresponding expense account as is usuanlly the case
with acerued expense accounts.

Accrver MisceLLaneovs OreRATING EXPENSE (4.39)
See Accrued Interest—Payable (4.32).

AccrUep MiSCELLANEOUS ADMINISTRATIVE ExreENsE (4.3A)

Ses Acgr{;ed Interest~Payable (4.32).

Deferred, Contingent, and Fixed Liabilities

Tiue CerriFicaATES—MEMBERS aAND PaTrRoNs (5.11)

Debit:
1. The amounta of all payments

on these certificates.
{Credit Cash in Bank.)

Postings of debit entries are made

Credit:
1. The amounts of all time cer-
tificates issued.
{Debit accounts concerued.)

Postings of credit entries are mads

from individua]l entries In the debit
General Ledger column in the Jourpal.

{Where Individual accounts are kept
with the holders of these certificates in
& subsidiary ledger these entries are
also posted to those accounta.}

from individual entries in the ecredit
General Ledger column in the Journal

{Where individual accounta are kept
with the holders of these certificates in
& subgidiary ledger these entries sre also
posted to those accounts.)

The process of balancing and closing this aceount at the end of a fiscal period

and reopening it at the beginning of the pext I carried out simultanecusly. This
i{s accomplished slmply by recording the necessary balancing amount on the side
{hat is deficient, ruling the account and bringing down the balance on the opposite
side, If the socount ie not active, this procedure will not be nevessary.
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CErTiFIcATES OF INDEBTEDRESS (LoaNs) (5.12)

Debit:
1. The amounts of all pay-
ments on these certificates.
(Credit Cash in Bank.)

Postings of debif entries are made
from individual entries in the debit
General Ledger column in the journal

{Where individual acesunts are kept
with the holders of these certificates in
& subsidiary ledger, these entiries are

also posted to those accounts.)

Credit:
1. The amounts of all certifi-
cates issued.
{Debit accounts concerned.}

Postings of credit entries are made™’
from individual entriee in the eredit
General Ledger column in the journal.

{Where individual accounts are kept
with holders of these certificates in a
subsidiary ledger, these enfries are also
posted 1o those aceounts.)

The process of balancing and closing this account at the end of a fiscsl period

and reopening it at the beginning of the next is earried out simultanecusly.

This

is accomplished simply by recording the necessary balancing amount on the side
that is deficient, ruling the account, and bringing down the balance on the opposite

side,

If the account is not active, this procedure will not be necessary.

This account is opened to show on the books the Lability for certi-
ficates of indebtedness, for money borrowed, separately from certi-
ficates of indebtedness issued as evidences of capital contributions by

members.

Uxcrammep Drivipenbds (5.21)

Debit:

1. The amounts of all payments
of dividends transferred to
this account,

(Credit accounts concerned.)

2. The amounts of all unclaimed
dividends transferred to
surplus because of improb-
ability of payment.

(Credit Surplus.}

Postings of debt entries are made
from individual eniries in the debit
General Ledger column in the journpal.
‘These entries are also posted to the ac-
counts kept with patrons in a subsidiary
ledger.

Credit:

1. The asmounts of sl dividends
payable which are un-
claimed at the end of the
period subsequent to the
dividend declaration.

(Debit Dividends Payabls.}

Posti-ngs of eredit entries are made
from Individual entries in the credit
General Ledger columnp in the journsl

The process of balancing and elosing this account at the end of a fiscal period
and reopening it at the beginning of the next is carried out simultaneously. This
is accomplished simply by recording the necessary balancing amount on the side
that is deficient, ruling the account, and bringing down the balance on the opposite
side. If the account is not active, this procedure will not bs necessary.
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This account is opened to show uncleimed dividends, payment of
which appears doubtful, temporarily on the books as a contingent
liability. If, at the end of the period of legal lability, payment of &
dividend is highly improbable, the amount should be transferred to
Surplus. See debit No. 2.

REeserves ror DivipExps DErFErRrED {5.22)

Debit:

1. The amounts of 2ll payments
of dividends for which the
reserve was created.

{Credit accounts concerned.}

2. The amounts of the reserve

transferred to Surplus.
(Credit Surplus.)
Postings of debit entrics are made

from individual entries in the debit
General Ledger column in the journal,

Credit:

1. The amount appropriated to
a reserve for dividends,
payment of which is de-
ferred.

(Debit Undistributed Income

or Surplus, as the case may

be.} °
Postings of credit entries are made

from imndividual entries in the credit
General Ledger eolumn in the journal

The proeess of balancing and closing this account at the end of & fiscal peried
and reopening it at the beginning of the next is earried out simultaneously, This
is accomplished simply by reeording the neeessary balancing amount on the side
that is deficient, ruling the account, and bringing down the balauce on the opposite
side,

This account is opened to carry & reserve for dividends, payment
of which is probable but deferred until some future date. It is
operated as a control account in the General Ledgsr and implies that
individual accounts will be kept with the stockholders and pafrons in
a subsidiary ledger. Frequently, the Patronage Ledger is used for
this purpose. Under such circumstances the entries are also posted
to those accounts.

Where the action of the board of directors represents an unquelified
dividend declaration and payment is temporarily deferred, such divi-
dends are carried in the Dividends Payable account and are shown on
the Balance Sheet as a current liability. On the other hand, if it
merely represents an sarmarking of Surplus to cover payment of &
probable dividend, the dividends are carried in the above sceount
and are shown on the Balance Sheet &s & contingent Liability.

Reserves ror UNcospLETED ConTRACTS {5.23)

See Reserves for Sundry Contingencies {5.26).

Resenves For LiaBiuity oN Puncease ConTracTs (5.24)
See Reserves for Sundry Contingencies {5.26).
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REeserves For EpucaTiONAL FUND (5.25)

Debit:

1. The amounts of any disburse-
ments for purposes for
which the fund was created.

{Credif accounts concerned.)

2. Amounts transferred to Sur-
plus when it is desirable to
decrease the fund.

{Credit Surplus.)
Postings of debit entries are made from

individual entries in the debit General
Ledger column in the journal

Credit:
1. Amounts appropriated to the
fund.
{Debit Undistributed Income
or Surplus, as the case may
be.) ”

Postings of credit entries are made
from individual entries in the credit
General Ledger column in the journal

The process of balancing and elosing this account at the énd of a fiscal period

and reopening it at the beginning of the next is carried out simultaneously.

This

is accomplished simply by recording the necessary balancing amount on the side
that is deficient, ruling the acecunt and bringing down the balance on the opposite
side. I the aceount is not active, this proeedure will not be necessary.

REservE ror SUNDRY CONTINGENCIES (5.26)
{Income Taxes in Dispute, Ete.)

Debit:

1. The amount of any disburse-
ments for purposes for
which the reserve was
created.

{Credit accounts concerned.)

2. Amounts transferred to Sur-
plus when it is desirable to
decreass the reserve.

{Credit Surplus.)
Postings of debit entries are made from

individusl entries in the debit General
Ledger column in the journal,

Credit:
1. Amounts appropriated to the
Teserve.
(Debit Surplus or Undis-
tributed Income, as the
case may be.}

Postings of credit entries are made
from individual entries in the credit
General Ledger column in the journal

The process of balancing and dlosing this acoount at the end of a fiseal period

and reopening it at the beginning of the next is earried out simultansously. This
is accomplished simply by recording the necessary balancing amount on the side
that is deficient, ruling the account and bringing down the balance on the opposite
side. If the sccount is not mctive, this procedure will not be necessary.

-3
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Mortgage Nores—PavasLe {5.31)

Debit:

i. The smounts of all pay-
ments made on mortgage
notes,

{Credit Cash in Bank.}

. The amounts of old notes
canceled by renewals.

{Credit this nccount,}
Nore.—No other aceount

is saffected by this transac-

tion. The entry merely re-

moves the old note with a

corresponding credit for the

new. (See credit No, 2.) It
is necessary, however, that
the transaction be recorded
on the books.

Postings of debit entries are made

from individual entries in the debit
General Ledger column in the journal

Credit:
1. The smounts of all mort-
gage notes issued.
(Debit accounts concerned.)
2. The amounts of all new notes
issued in cancellation of
old notes.
{(Debit this account.
debit No. 2.)

See

Postings of credit entries are made
from individusl entries in the credit

General Ledger column in the journsl

The process of balancing and closing this account at the end of s fiseal period
and reopening it at the beginning of the next is earried cut simultaneously. This
ie accomplished simply by recording the necessary balaneing amount on the side
that is deficient, ruling the aceount and bringing down the balance on the opposite
side. If the mccount is not aetive, this procedure will not be necessary.

Capital Stock, Reserves, and Surplus
Carrrar SToCE—AUTHORIZED

Except in those cases where the total authorized capital stock is
subscribed and fully paid at time of opening the books, it is not
necessary to record the money value of authorized capital stock in the
books. The par value per share and the number of shares authorized
can be recorded, for statement purposes, in memorandum form in the
Capital Stock—Qutstanding account.

Where the total authorized capital stock is subseribed, fully paid
and issued at time of opening the books, the account may be cap-
tioned “Capital Stock—Authorized, Fully Issued and Qutstanding.”
Under these circumstances, it will not at this time be necessary to
open accounts for Capital Stock Subscriptions—Receivable, and Cap-
ital Stock—Subscribed.
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Carrrar StocK—SusscRIBED {B6.11)

Debit: Credit:
1. The par value of all shares of| 1. The par value of all shares of
capital stock fully paid capital stock subscribed.
and issued. (Debit Capital Stock Sub- -
(Credit Capital Stock—Out- scriptions—Receivable.)
standing.)

2. The par value of any stock
canceled as a result of cap-
ital stock subseriptions
charged off as uncollect-
ible.

{Credit Capital Stock Sub-
scriptions—Receivable
with any wunpaeid balance.
Any difference in the par
value and the enpaid bal-
ance, if no refunds are
made, is posted to an ap-
propriate gain account.)

3. The par value of any stock
canceled as a result of
capital stock notes receiv-
able charged off as uncol-
lectible. (In those cases
where Capital Stock—Sub-
seribed is debited and Cap-
ital Stock—Outstanding
credited for stock paid for
by notes, Capital Stock—
Outstanding is debited
with the par value of stock
covered by such notes that
are charged off.)

(Credit Capital Stock Notes
Receivable with any un-
paid balance. Any differ-
ence in the par value and
the unpaid bsalance, if no
refunds are made, is posted
to an appropriste gain
account.}
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Carrral Stocs—Svescrised {6.11}—Continued

Dabit:

4. The par value of stock cov-
ered by capital stock sub-
scriptions  eanceled by
agreement.

{Credit Capital Stock Sub-
scriptions—Recsivable
with any unpaid balance.
Any difference in the par
value and the unpaid bal-
ance, if no refunds are
made, is posted to an ap-
propriate gain eccount.)

Postings of debit eniries are made

from indi}ritfﬁal entries in the debit
General Ledger eolumn in the journal

Credit:

Postings of credit entries are made
from individusl entries in the credit
General Ledger column in the journal

The process of balancing and closing this account at the end of & fizeal period
and recpening it at the beginning of the next is earried out simultaneously. This
is acoomplished simply by recording the necessary balancing amount on the side
that is deflefent, ruling the account, and bringing down the balance on the opposite

side.

This account is.opened for the purpose of earrying subscribed stock,
purchased on the partial or deferred payment plan, pending final

payment and issuance of stock certificates.

(See explanation of book-

keeping procedure for Capital Stock Subscriptions—Receivable.)
When the total authorized capital stock is fully paid and issued,
there may be no further need for this account and it usnally disappears

from the books.

Carrtal Stoce—TrEAsURY Stock (6.12)

Debit:

1, The par value of fully paid
and issued shares of capi-
tal stock reacquired by pur-
chase, donations, or taken
in payment of a debt and
held for resale.

(If stock is purchased with &
check, credit Cash in Bank,
If taken in payment of §
debt, credit the receiveble
account concerned. If do-

Credit:

1. The par value of fully paid
and issued shares of capital
stock reacquired as treas-
ury stock subsequently
canceled and reissued. )

{D<bit accounts concerned.)

2. The par value of {fully paid
and issued shares of capital
stock reacguired as treas-
ury stock subseguently
canceled and not reissued.
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CarrraL Stoce—TrEAsuRY Stock (6.12)—Continued

Credit:
(Debit Capital Stock—QOut-
standing.)

3. The amount of depreciation
in the value of treasury
stock as a result of a reduc-
tion in the par value of

Debit:
nated to the company,
credit Surplus or close to
Surplus through a special
gain account.} These en-
tries are also posted as
debits to the individual

accounts kept with stock- shares.
holders in a stock ledger (Debit Surplus.)
or register.

Nore.—When  treaswry

stock is used for collateral
purposes notation of this
fact should be recorded in
the account.

Postings of debit entries are made
from individual entries in the debit|from individual entries in the credit
General Ledger column in the journsl. | General Ledger column in the journal,

The process of balancing and elosing this account at the end of a fiscal period and
recpening it at the beginning of the next is earried out simultancously. This is
accomplished simply by recording the necessary balancing amount on the side that
is deficient, ruling the account and bringing down the balance on the epposite side.
If the aceount is not active, this procedure will not be necessary.

Postings of credit entries are made

This account is opened to carry fully paid and issued capital stock
reacquired by the company and held pending resale or cancellation.
Treasury stock is shown on the books as an asset but ordinarily is
shown on the Balance Sheet as a deduction from Capital Stock—
Outstanding. Any difference between par value and cost of shares
reacquired is carried to Surplus or closed to Surplus through a special
loss or gain account. Where stock is reacquired and resale is not
contemplated, it is not carried in this account but should be immedi-
ately canceled and Capital Stock—OQOutstanding is credited with the
par value. The transactions involving purchase and resale of capital
stock are also recorded in the individual accounts kept with stock-
holders in a subsidiary record,

Carrral Stock—OuTsTANDING (6.13)

Debit:

1. The par value of fully paid
and issued shares of capi-
tal stock reacquired by
purchase and immediately
canceled.

{Credit Cash in Bank.)

Credit:

1. The par value of all shares of
capital stock fully paid and
issued.

{Debit Capital Stock—Sub-
scribed, If any stock is
sold at a price higher than
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CapITAL STeck—OvuTsranping (6.13y—Continued

Debit:
2. The par wvalue of fully paid

and issued shares of capi-

tal stock donated to the
company and immediately
canceled.

{Credit Surplus or close o
Surplus through a special
gain account.)

3. The par value of any stoek
reacquired as treasury
stock and subsequently
canceled.

{Credit Treasury Stock.)

4, The par value of fully paid
and issued shares of capi-
tal'stock taken in payment
of & debt and immediately
cancgled,

{Credit sccounts concerned,
If par wvalue of stock is
greater then the debt and
no refund is made, credit
the difference to Surplus or
close to Surplus through &
specinl gain saccount. If
the debt has previously
been charged off as uncol-
lectible, eredit Bad Debts
Collected.)

5. The amount of depreciation
in the valoe of eapital stock
outstanding resulting from
areduction in the par value
of shares,

{Credit Surplus.)

Postings of debit entries are made
from individual entries in the debit
General Ledger oolumn in the journal
{With the exception of debit No. 3,
these entries are also posted to the

individusl accounts kept with stock-
holders in a subsidiary ledger.)
g

Credit:
par value, the difference
is credited to Surplus.)

2. The par value of all shares of
capitalstockissued inlieu of
patronage dividends with-
held ascepital stock credits.

{Debit Capital Stock Credits.
If the amount of stock
credits required is greater
than the par value of a
share of capital stock, cred-
it the difference to Sur-
plus.)

3. The par value of all shares of
enpital stock issued as
stock dividends.

(Debit Surplus.)

Postings of credit entries sre made
from individual entries in the credit
General Ledger column in the journal
{These entries are also posted fo the
individual accounts kep{ with stock-
holders in a subsidiary ledger.)
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The proceas of balancing and closing this account st the end of & fiscal peried

and recpening it at the beginning of the next is earried cut simultaneously.

This

is accomplished simply by recording the neceasary balancing amount on the side
that is deficient, ruling the account and bringing down the balance on the opposite

side.

This account is opened to show on the books the amount of eapital
stock fully paid, issued, and outstanding. Under the procedure out+*
lined, credit postings to this account are Journal entries made at time
stock becomes fully paid and stock certificates actually issued.
Where full payment is made at time stock is subscribed, the procedure
permits posting of the credit eniry directly to this account and such
transactions do not have to be cleared through the Capital Stock
Subscriptions—Receivable and Capital Stock—Subscribed aceounts.
{See explanation of Capital Stock Subsecriptions—Receivable ac-

count.)

CerTiFIcATES OF INDEBTEDNESS—CariTAL (B8.14)

Debit:

1. The face value of all certifi-

cates redeemed.

(If it is a cash tramsaction
credit Cash in Bank. Ifit
is & settlement of a debt
credit acecount concerned.)

2. The face value of any certifi-

cate donated to the com-
pany.

(Credit Surplus.)

Postings of debit entries are made
from individus! entries in $he debit
General Ledger column in the journal,
(These entries are also posted to the

individual accounts kept with holders of
certifieates in & subsidiary ledger).

Credit:
1. The face value of all certifi-
cates issued.

{(The terms under which the
certificates are Issued
should indicate the ac~
count or sccounts to be
debited.)

Postings of credit eniries are made
from individual eniries in the credit
General Ledger column in the journal.
{These entries are alsc posted $o the
individual accounts kept with holders
of certificates in a subsidiary ledger.)

The process of balancing snd ¢losing this aceount at the end of a fiscal period
and reopening it at the beginning of the next is carried ont simultaneousty. This
is accomplished simply by recording the necessary balancing amount on the
side that is deficient, ruling the account and bringing down: the balance on the
opposite side.  If the account is not active, this procedure will not be necessary.

This account is opened to carry those certificates of indebtedness
that are issued for capital purposes. Under the procedure outlined
abov‘e 1t is operated as a controlling account in the general ledger
and implies thet individual accounts are kept with the holders of

certificates in 8 subsidiery ledger.
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CariTAL StTock CrREmTe—PAYABLE (6.15)

Debit:

1. The par value of capital stock

issued against these credits.

{Credit Capital Stock—Out-
standing. If the amount
of stock credits required is
greater than the par value
of the stock, the differencs
is eredited to Surplus.)

2. The amounts of stock
credits otherwise disposed
of.

{Credit accounts concerned.)

See explanation below.
Postings of debit entries are made
from individual entries in the debit
General Ledger column in the Journal.

{Thess entries are slso posted as debits
to the wvarious aocounts kept with

Credit:
1. The amounts of dividends
withheld as capital stoek

credits.

{Debit Dividends Payable—
Patronags.)
Nore.—These dividends

may be carried directly to
the Capital Stock Credits
account without first record-
ing them as patronage divi-
dends payable.

Postings of credit entries are made
from individual entries in the credit
General Ledger column in the Journal.
{These entries are also posted as eredits
to the various accounts kept with

patrons in & subsidiary ledger.) patrons in a subsidiary ledger.)

The process of balanciog and closing this aceount at the end of & fiscal peried
and reopening it at the beginning of the next is cartied out simultaneously. This
is accomplished simply by recording the necessary balancing amount on the
gide that iz deficient, ruling ihe account and bringing dows the balance on the
opposite side. If the aceount is not active, this procedure will not be neecessary.

Under the procedure outlined above the aceount is operated as s
controlling account in the general ledger of the various accounts kept
with patrons in 2 subsidiary record. The Patronage ledger may be
suitable for this purposs,

Stock credits should not be carried on the books for an indefinite
period of time. I, at the end of the period of legal liability, it is
ascertained that & former patron has moved away or has discontinued
his patronage before accumulating the amount of credits required to
purchase s share of stock, the amount to his credit should be trans-
ferred to Surplus. See debit No. 2.
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Sraturory REsERVES (6.21)

Debit:

1. The amounts of any disburse-
ments for purposes for
which the reserve was cre-
ated.

(Credit accounts concerned,
usually Surplus.}

2. The amounts transferred to
Surplus when it is desir-
able to decreasse the re-
serve.

{Credit Surplus.)
Postings of debitentries are made from

individual entries in the debit Genersal
Ledger eolumn in the journal

Credit:
1, The amounts appropriated
to the reserve.
{Debit Undistributed Income
or Surplus, as the case may
be.)

Postings of credit entries are made
from individual entries in the credit
General Ledger column in the journal

The process of balancing and closing this account at the end of & fiseal period
and reopening it at the beginning of the next is earried out simultaneously.
This is accomplished simply by recording the necezsary balancing amount on the
side that is deficient, ruling the account, and bringing down the balance on the
opposite side. If the account is not active, this procedure will not be necessary.

This account is opened to carry these reserves on the books until
they have answered the purposes for which they were created. See

Reserves for Sinking Fund {6.22).
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ReservEs FoR Sinkxing Fuwo (6.22)

Debit:
1. The amount of any disburse-
ments for purposes for

which the fund was cre-|

ated. .
(Credit Surplus.)

. 2, Amountis transferred to Sur-
plus when it is desirable
to decrease the fund.

{Credit Surplus.)
Postings of debit entries are made from

individual entries in the debit General
Ledger column in the journal

Credit:

1. Amounts appropriated to the
reserve.

{Debit Surplus or Undistri-
buted Income, 838 the case

may be.)

Postings of credit entries are meade
from individual entries in the credit

Genersl Ledger column in the journal

The proceas of balancing and closing this sccount at the end of a fiscal period
snd reopening it at the beginning of the next is carried out simultaneously.
This is accomplished simply by recording the necessary halaneing amount on the
side that ie deficient, ruling the account, snd bringing down the balance on the
opposite gide. If the aceount is not active, this procedure will not be necessary.

This aceount is opened and other sinking fund accounts may he
opened to carry on the books allocations of surplus or undistributed
income for which special funds are being withheld for specific pur-
poses. Each sinking fund aceount should be classified to indicate the
specific purpose for which the fund was created, viz: Reserve for
Sinking Fund—Building Expansion; Reserve for Sinking Fund—
Capital Stock Retirement, ete. Generally, & sinking fund denotes
that money is sctually held in a special deposit account or is properly
invested in revenue-producing securities and is not used as working
capital. Therefore, when a Reserve for Sinking Fund secount is
opened on the books, it is necessary to open an appropriate asset
account to carry the actual funds withheld or invested until utilized
for the purpose for which the reserve was created.

87380"—30——11
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Sorprus (or DerFicIT) (6.23)
Debit: Credit:

1. The amounts paid in excess| 1. The amounts disbursed for
of par value of capital purposes for which sinking
stock reacquired. funds and statutory re-

{Credit accounts concerned.) serves have been estab*

2. The par value of capital stock lished.

issued as a stock dividend. (Debit funds and Teserves
(Credit Capital Stock—QOut- concerned.)
standing.) 2. The amounts of any gains on

3. The amounts appropriated capital stock rescquired at
out of surplus for sinking less than par value.
fund and reserves. (Debit Capital Stock—Out-

{Credit the reserves and standing.)
funds concerned.) 3. The amounts of any gains

4. The amounts appropriated resulting from sales of cap-
out of Surplus for dividend ital stock at prices higher
purposes. than par value.

{Credit accounts concerned.) (Debit accounts concerned.)
See Undistributed Incomeac-| 4. The amounts of any excess
count. in the amount of capital

5. The amounts of any adjust- stock credits required and
ments by which the gains the par wvalue of stock
of previous fiscal periods issued in lieu thereof.
are decreased. {(Debit Capital Stock Cred-

{Credit sccounts concerned.)} its—Payable.)

6. The smounts of any extraor-| 5. The amounts of any assess-
dinary losses that are not ments above the par value
closed to Surplus through of shares of capital stock.
the Net Income and Loss (Debit accounts conceined.)
account, 6. The amounts of any collec-

{Credit accounts concerned.) tions on defaulted sub-

7. The amounts of excessive scriptions to capital stock
charge-offs applicable to that are not refunded.
previous fiscal periods for (Debit accounts concerned).
which no reserves have| 7. The amounts of any gains on
been created. sales of treasury stock.

(Credit necounts concerned.) {Debit accounts concerned.)

8. The amounts of losseson any| 8. The par value of any capital

sales of treasury stock, stock donated to the com-
{Credit accounts concerned.) pany.

9. At the end of a fiscal period, (Debit accounts concerned.}

the amount of net loss of| 9. The amounts of any dona-

the period.

tions by which the aseets
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SurpLus {or DericiT) (6.23)—Continued

Debit:
{Credit 'Net Income and
Loss.)

Postings of debit eniries are made
from individual entries in the debit
General Ledger colume in the journal

Credit:
of the company are in-
creased or the liabilities
reduced.

{Debit accounts concerned.}

The amounts of any adjust-
ments by which the gains
of previous fiscal periods
are increased.

(Debit gecounts concerned.)

The amounts of any extraor-
dinary gains that are not
closed to Surplus through
the Net Income and Loss
account,

{(Debit accounts concerned.}

The amounts previously sei
aside as reserves that ara
trensferred to Surplus.

{Debit accounts concerned.)

The amounts of depreciation
in the value of ecapital
stock outstanding result-
ing from & reduction in the
par value of shares.

{Debit accounts eoncerned.}

The smounts of any divi-
dends and capital stock
credits payable where pay-
ment or redemption is im-
probable,

{Debit sccounts concerned.)

The amount of undistributed
income of a fiscal period
when closed to Surplus.

(Debit accounts concerned.)

Postings of credit entries are made
frem individual entries in the credit
General Ledger column in the journal

10.

11,

12,

13.

14,

15,

The procedure in handling extraordinary gains and losses and
transferring previously established reserves to Surplus should be
dotermined in the light of incoms tax rulings.
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UnpisTRIBUTED INCOME—PREVIOUs PERIOBS (8.24)
Debit: Credit:

1. The amounts of any divi-
dends or charges applica-
ble to this undivided in-
come.

(Credit accounts concerned.)

2, The amounts transferred to
reserves or Surplus.

(Credit reserve accounts con-
cerned or Surplus as the
case may be.)

Postings of debit entries are made
from individual entries in the debit
General Ledger column in the journsal

1. At the end of each fiscal pe-
riod, any credit balance
shown in the Undistrib-
uted Income account of**
the preceding fiscal period.

(Debit the Undistributed In-
come account.)

2. The amounts of any trans-
fers from Surplus.

{Debit Surplus.}

Postings of credit eniries are made
from individual entries In the credit
General Ledger column in the journal.

This account is opened to carry on the books undistributed income
of previous fiscal periods that may be subject to further disburse-

ments 83 such.

Ordinarily, before the close of the subsequent fiscal period, the
amount still subject to disbursernent should be set up as a liability
or & reserve for contingencies and the balance transierred to Surplus,
thus closing the account. If for practical reasons this is not desirable,
& separate account should be opened for undistributed earnings of

the current fiscal period.

UxpisTrIBUTED INcoME—CuURRENT PERIOD (6.25)

Debit:

1. The amounts transferred to
Statutory or other special
Teserves.

(Credit the reserve sccount
concerned.)

2. The amounts of any dividend
declarations on ecapital
stock applicable to this
undistributed income.

(Credit Dividends Payable—
Capitsal Stock.)

3. The amounts of any patron-
age dividend declarations
applicable to this undis-
tributed income.

Credit:

1. Any credit balance shown in
the Net Income and Loss
account at the end of a
fiscal period. i

{Debit. Net Income aind Loss.)

2. The amounts of any transfers

from reserves or Surplus.

(Debit the reserve sccount
concerned or Surplus as
the case may he.)
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Uwpistrisuter IncoME—CUrRENT PEmiop {6.25)—Continued

Dehit:

(Credit Dividends Payable—
Patronsge. In the event
thet an amount is ear-
marked for s probable
dividend payment, credit

Reserves for Dividends|

Deferred.)

4. The amounts of any adjust-
ments or charges applica-
ble to this undistributed
income.

(Credit accounts concerned.)

5. Any credit balance shown in
this account at the end of
the subsequent fiscal pe-
riod—thus closing it.

{Credit Undistributed In-
come—Previous Periods or
Surplus.)

Postings of dcbit entries are made
from individusal entries in the debit Gen-
oral Ledger column in the journal.

Credit:

Postings of credit entries are made
from individual entries in the credit
General Ledger Column in the journal

This nceount is openad to carry on the books undistributed income
of a current fiscal period that may be subject to further disbursements
as such. Before the close of the subsequent fiscal period the balance
shown in this account should be tramsferred to the Undistributed
Incoms—Pravious Periods or Surplus aceount, thus closing it.

Trading and Sundry Operations

Ner IncoME ANp Loss (7.A1)

_ Debit:

- 1. Any debit balance shown in
the Net Trading and Sun-
dry Operations—Loss and
Gain secount at the end
of & fiscal period.

{Credit Net Trading and Sun-
dry Operations—Loss snd
Guin account.}

Credit:

1. Any credit balance shown in
the Net Trading and Sun-
dry Operations—Loss and
Gain account at the end
of a fiscal period.

{Debit Net Trading end Sun-
dry Opcrations—Loss and
Gain account.)
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Ner Incomr axp Loss (7.A1}—Continued

Daebit: Credit:
2. The debit balances shown in| 2. The cradit balances shown in

the following accounts at

the end of a fiscal period:

Interest Paid, Cash Short-

age, Income and Ex-

pense—Dwellings, Sundry

Nonopéerating Charges

and Extraordinary Losses.
(Credit the same accounts

mdicated above.)

Nore. — Before recording
the journal entries to trans-
fer the balances shown in
the nbove accounts see pre-
closing journal entries illus-
trated on pages 46-57.

. The amounts appropriated
to Reserves for Federal and

~ State Income Taxes.

(Credit Reserves for Federal

Income and State Income

Taxes.)

Nore.—The above entry
is not made until the net in-
come has been determined
end the approximate
emounts of the taxes prop-
erly computed. These taxes
#re considered deductions
from rather than cherges to
net income.

4. Any credit balance shown in

this account at the end of
& fiscal period—thus
closing it,

(Credit Undistributed In-
eome—Current Period.)

the following accounts at

the end of & fiscal period:

Interest Earned, Discounts.-

Eammed, Dividends Earned,

Rent Income, Bad Debts

Collected, Cash Overage,

Income and Expense —

Dwellings, Sundry Nonop-

erating Income, and Ex-

traordinary Gains.
(Debit the same saccounts
indicated above.)

Notre. — Before recording
the journsl entries to trans-
fer the balances shown in the
above accounts see preclosing
journal entries illustrated on
pages 46—57.

3. Any debit balance shown m
this account at the end of
a8 fiscal period—thus
closing it.

(Debit Surplus.)

Pogtin_ga. of debit eniries are made| Postings of credit entries are made
from individual entries in the debit Gen- | from individual entries in the credit
eral Ledger column in the journal. general Ledger column in the journsl
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NET TraDiNG AND Sunpay OperatioNs—Loss anp Gain (7.A42)

Debit:

1. Any debit balance shown in
the Gross Trading In-
come—Grain account at
the end of a fiscal period.

(Credit Gross Trading In-
come—Grain.}

. Any debit balance shown in
the Gross Trading In-
come—DMerchandise  ac-
count at the end of a fiseal
period.

{Credit Gross Trading In-
come—Merchandise.)

. The debit balances shown in
all operating and edminis-
trative expense aecounts
at the end of a fiscal pe-
riod. (See note below.)

{Credit the various operating
and administrative expense
accounts.)

Note.—The following
items are not to be treated as
operating and administrative
expenses: Interest Paid, Ex-
traordinary Losses, Federal
and State Income Taxes.

Before recording the jour-
nal entries to transfer the
balances shown in the ex-
pense accounts see preclosing
journal entries fllustrated on
pages 46-57.

4. The amount of any credit
balance shown in this ac-
count at the end of a fiscal

_ period—thus closing it.

{Credit Net Income sand
Loss.)

Postings of debil entries are made

from individual entries in the debit

Genersl Ledgor ¢olumn in the journal,

Credit:

1. Any credit balance shown in
the Gross Treding In-
come—QGrain saccount &t
the end of a fiscal period.

(Debit Gross Trading In-
come—Grain, )

. Any credit balance shown in
the Gross Trading In-
come—Merchandise ac-
count at the end of & fiscal
period.

{Debit Gross Trading In-
ecome—Merchandiss.)

. Any credit balances shown
in all miscellaneous opera~
tions income accounts st
the end of a fiscal period.
{See note below.}

{Debit the varicus opera-
tions income accounts.)
Nore—The balances

shown in the nonoperating

incoms accounts are not
transferred to this account.
Befors recording the jour-
nal entries to transfer the
balances shown in the mis-
cellaneous operations income
accounts see preclosing jour-
nal entries illustrated on

pages 46—57.

. The amount of any debit
balance shown in this ac-
count ot the end of a fiscal
peried—thus closing it,

{Debit Net Income and
Loss.)

Postings of eredit entries are made
from individual entries in the credit
General Ledger solumn in the journsl
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This account is opened as an intermediary loss and gain account
to determine the net income or loss from trading snd sundry oper-
ations to be carried to the Net Income and Loss account.

Gross Traping INncoME—GraIin (7.A3)

Debit:

1. The debit balances shown in
all grain purchase accounts
at the end of a fiscal pericd,
after all debit and credit
items bave been posted to
those accounts.

(Credit the various grain ac-
counts.)

Nore—Before recording

the journal entries to trans-
fer the balances shown in the
above accounts see preclos-
ing journal eatries illus-
trated on pages 46-57.

2. The amount of any credit
balance shown in this ac-
count at the end of & fiscal
period — thus closing it.

(Credit Net Trading and
Sundry Operations — Loss
and Gain.}

Postings of debit entries are made
from individual entries in the debit
General Ledger column in the journal.

Credit:

1. The credit balances shown in
all grain sales accounts at
the end of a fiscal period,
after all debit and credit
items have been posted to
those accounts.

(Debit the various grain sales
accounts.)
2. The credit balance in the
Screenings account at the
end of a fiscal period, after
all debit and credit items
Lave been posted to that
account,
(Debit Screenings.)

Note—Before recording
the journal entries to trans-
fer the balances shown in the
above accounts see preclosing
journel entries illustrated on
pages 46-57.

3. The amount of any debit
balance shown in this ac-
count at the end of a fiscal
period—thus closing it.

(Debit Net Trading and Sun-

- dry Operations—Loss and
Gain.)

Postings of eredit entries are made

from individual entries in the credit
General Ledger column in the journal

This‘ account is opened as an intermediary income account to
fietermme the gross gain on all grains to be carried to the Net Trad-
ing and Sundry Operations—Loss and Gain account. If purchases
end sales of the different greins are posted separately, in preparing
the operating statements the gross losses or gains on the various
kinds of grains can be compiled from this account.



ACCOUNTING——COOPERATIVE GRAIN ELEVATORS 165

Gross TrapIiNG INcoME—MERCEHANDISE (7.A4)
See Gross Treding Income—Grain (7.A3).

WaEaT™—PurcEases (7.11)

Debit: Credit:
1. At the beginning of each fis-| 1. At the beginning of each fis-

cal period, with the value
of the inventory of owned
wheat st the end of the
preceding fiscal period.

{Credit Grain Inventory ac-
count.)

2. At the beginning of each fis-

cel period, with the amount
shown in the Open
Trades—Gain account at
the close of the preceding
fiscal period that is appli-
cable to wheat.

{Credit Open Trades—QGain.)

‘3. The amount of all purchases

of wheat.

Postings are made from the
monthly totals of the
‘Wheat—Purchases column
in the Journal. (If & sep-
arate journel is used for
grain purchases the post-
ings will be made from
that record.)

{Credit accounts concerned.)

4. The amount of loss shown on

open wheat trades at the

closs of a fiscal period.
{Credit Open Trades—Loss.

NoTE.—See explanation
below,

5. At the end of s fiscal period,

with the market value of
any unususal excess weight
of the physical over the
book inventory.

cal period with the amount
shown in the Open
Trades—ILoss sccount at
the close of the preceding
fiscal period that is appli-
cable to wheat.

(Debit Open Trades—Loss.)

. The cost of wheat purchased

for resale that is with-
drawn, ground, and sold as
foed.

{Debit Feed—Purchases ac-
count.)

. The amount of gain shown

on open wheat trades at

the close of a fiscal pericd.
{Debit Open Trades.}

Note.—See explanation
below.

. The cost of wheat damaged

or destroyed by fire, floods,

ete,

{Debit an extraordinary loss
account.)

Nore.—The amount of any
claims collected from the in-
surance company in this con-
nection is eredited to the Ex-
traordinary Loss account.

. The smounts of loss from

leakage and damage in
transit for which no claims
gre filed.

{Debit Loss from Leakage
and Damsage in Transit
account.)
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Weaear—Porcrases (7.11)—Continued

Debit:
(Credit Shrinkage and Scale
Loss—Grain.})

Postings of debit entries, with the ex-
ception of purchases, are made from in-
dividuai entries in the debit General
Ledger column in the journal,

Credit:

6. At the end of a fiscal period,
the market value of owned
wheat on hand and in
transit.

(Debit Grain Inventory ac-
count.)
Nore.—See explanation
“below.

7. The cost of any determined
shorteges in wheat due to
dishonesty of employees.

{Debit Shortages—Em-
ployees.)

8. At the end of = fiscal period
the cost of indicated shrink-
age and shortage, based on
net shortege in weights in
excess of normal.

(Debit Shrinkage and Scale

[}

Loss—Grain.}
Nore.—See explanation
kelow,

g. The debit balance shown in
this account at the end of
a fiscal period, thus clesing
it.
(Debit Gross Trading In-
come—QGrain.}
Postings of credit entries are made

from individual eniries in the credit
General Ledger column in the journal

The Whesat—Purchases account is shown for illustrative purposes.
Usually separate purchase accounts are opened for the principal

grains.

It is believed that the procedure outlined for this account

will apply in all other grain purchase accounts.

A separate account for purchases rather than a joint purchases and
sales account is opened for the purpose of facilitating the determina-
tion of net cost of wheat purchases and cost of sales, and to avoid the
confusion resulting from debit and credit entries to a joint account.
Under the procedure outlined, if all proper entries are reflected in the
account, the debit balance is the cost of wheat sold. -
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Estimated losses and gains on open trades et the end of & fiscal
period are posted to the purchase account to offset losses and gains
reflected in inventories of hedged wheat computed on basis of market
value. They ere not reflected in the Accounts Receivable—Grain
Commission Companies account because no tangible claim exists until
the transaction is completed. Upon completion of the contract, the
net result is posted to the accounts concerned. See Accounts Re-
ceivable—Grain Commission Companies and Wheat—Sales accounts.

While, as indicated above, the value of hedged wheat inventories is
computed on the basis of market value, unhedged Inventories may be
valued at cost or market, whichever is the lower, but most frequently
grain inventories are valued on the basis of current market prices.

Where wheat is damaged or destroyed by fire or floods, the loss
may be carried temporarily in @ special loss account. After proceeds
of settiement with the insurance company are credited, the net loss
or gain is closed to the Net Income and Loss account.

In computing net weight shortage for the purpose of determining
cost of wheat unaceounted for, the following should be reckoned in
the calculations:

1. Some sllowance should be made for quantity and value of
screenings.

2. Natural shrinkage, in excess of dockage, and increased value
resulting from eleaning.

3. Any loss from leakage and damage in transit that is either cov-
ered by railroad claims or by offsetting entries in the Loss from
Loakage and Damage in Transit account.

4. The quantity of wheat purchased for resale withdrawn, ground
and sold as feed.

5. Wheat destroyed by fire, flood, ete.

8. Any wheat dishonestly disposed of by employees.

After the above calculations have been reckoned and, if the net
shortage in weights shows only & normal shrinkage, it is not necessary
to open an mccount to carry the money loss on the books. Any loss
resulting from excessive shortage, however, should be calculated and
the value properly recordsd. In the same way the accounts should
reflect the value of any unusual overage.

DuroM—Purcrases {7.12)

Ses Wheat—Purchases {7.11).

Corn—DPurcrases (7.13)

See Wheat—Purchases (7.11).
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Oar—Purcrases (7.14)

See Wheat—Purchases {7.11).

Rye—Purcrases (7.15}

See Wheat—Purchases {7.11).

Banrey—PurcEasEs (7.16)

See Wheat—Purchsases (7.11).

Frax—Puorcuases (7.17)

See Wheat—Purchases {7.11).

SrerT—PurcBasEs (7.18)

See Whest—Purchases (7.11).

Sorcaum—PurceAsEs (7.19)

See Wheat—FPurchases (7.11).

WEEAT—SaLss (7.21)

Debit:

1. The amounts of realized losses

on hedging transactions.

{Credit Accounts Receiva-
ble— Grain Commission
Companies, or Margin and
Hedging account, if hedg-
ing operations are carried
in & separate account.)

2. The amounts of unfavorable
adjustments due to errors,
returned sales, ete.

{Credit account comcerned.)

3. The credit balance shown in
this aceount at the end of
& fiscal period, thus closing
it.

{Credit Gross Trading In-
come—Grain.)

Credit:

1. The amounts of all sales of
wheat.

Postings are meade from the
monthly totals of the
Wheat—Sales column in
the Journal.

(Debit aceounts concerned.)

2. The amounts of realized gains
on hedging transactions.

(Debit Accounts Receiva-
ble— Grain Commission
Companies, or Margin and
Hedging account, if hedg-
ing operations are carried
In & separate account.)

3. The amounts of any railroad
claims filed to cover losses
from leakege and damage
in transit and for delayed
delivery.
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WasaT—3aLEs (7.21)—Continued

Debit: Credit:

{(Debit Railroad Claims.)
Note—In all justifiable

cases, cleims should be filed
for losses due to leakage and
damage in transit. See Loss
From Leakasge and Damage
in Transit and Shrinkage and
Scale Loss accounts.

) Postings of credit entries, with the

Postings of debit entries are made|exception of sales, are made from indi-

from individual entries in the debit]vidual entries in the credit General
General Ledger column in the journal. | Ledger ¢column in the journal.

The Wheat—Sales account is shown for ilustrative purposes.
Usually separate sales accounts are opened for the principal grains.
It is believed that the procedurs outlined for this account will apply
in all other grain sales accounts.

A separate account for sales rather than a joint purchasa and sales
necount is openad for the purposa of faciliteting the determinsation of
pet trading proceeds and to aveid the confusion resulting from debit
and credit entries to a joint account. If all proper entries are reflected
in the account, the eredit balance represents the proceeds from sales
and trades in wheat.

Separate accounts are not indicated for sales of grain sold locally
for feed and seed purposes fo distinguish from grain shipments,
although this may be desirable, where such sales are significant or
carry higher prices and margins, A separate account, however, is
necessary where grain purchased for resale is converted by grinding
and sold as feed. See credit No. 3 in the Wheat—Purchases account.

Dyuruvs—SaLes (7.22)
See Wheat—Sales (7.21).

Corn—SaLes (7.23)
See Wheat—Sales {7.21).

OaTs—SaLes (7.24)
See Wheat—Sales (7.21).

REye—SaLEs {7.25)
See Wheat—Sales (7.21).




170

FARM CREDIT ADMINISTRATION

Barrey—Sares (7.26)

See Wheat—Sales {7.21).

FLAXWSALEB (7.27)

Seoc Wheat—Ssles {7.21).

Sper.T—SaALEs (7.28)

See Wheat—Sales (7.21).

SoraeUuM—SaLEs (7.29)

See Wheat—Sales {7.21).

Screenmngs (7.29A)

Debit:
1. At the beginning of each fis-
" eal period, with the inven-
tory at the close of the
preceding fiscal period.
(Credit Screenings Inven-
tory.}
2. The credit balance shown in
this account at the close of
& fiscal period, thus clos-
ing it
(Credit Gross Trading In-
come—Grain.)

Postings of debit entries are made
from individual eptries in the debis
Ueneral Ledger column in the journal.

Credit:
1. The amounts of all sales of
sereenings.
{Debit accounts concerned.)
2. The market value of screen-
ings on hand at the end of

a fiscal period.

(Debit Screenings Inven-
tory.)

Norte—H a Miscellane-
ous Sales column is provided
in the journal, postings of
screenings sales may be made
from that column.

Postings of credit entries sre made
from individual entries in the credit
General Ledger column in the journal.

If it is practical to credit sales of screenings directly to the grain
from which they originated, it would not be necessary to have an
account for screenings in the general ledger.

Frequently, it is not a practics of elevator companies to inventory
screenings. In cases of large volume, it seems advisable, in order
that the net income from this source is reflected in the earnings of the
fiscal period in which the screenings originated.
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Coar—PurcHases {7.31)

Debit:

1. At the beginning of each
fiscal period with the value
of the coal inventory at the
end of the preceding fiscal
period.

{Credit Merchandise Inven-
tory.)

2. The amounts of all purchases

of coal,

Postings are made from the
monthly totals of the Conl
Purchases column in  the
journal.

{Credit nccounts concerned.)

3. The . amounts of freight, ex-
press, extra unloading
labor and other direet
charges to coal purchases.

(Credit accounts concerned.)

4. The value of any unusual
excess of the physical over
the book inventory at the
end of a fiscal period.

{Credit Shrinkage and Scale

Loss.)

Credit:

1. The amounts of recorded in-
voices where the coal is
subsequently returned or
refused.

(Debit Accounts Payable.)
2, The cost of coal donated,
allowed employees or used
for operating purposes.
{Debit accounts concerned.)

Note.—If coal is donated,
debit Donations. I allowed
manager, debit Salery and
Allowances—Manager. I
used for heating office, debit
Power, Light, Water and
Heat.

3. The amounts of all allow-
ances and trade discounts

received on purchases.
{This does not include cash
discounts.}

{Debit accounts concerned.}

4. The cost of coal destroyed or
damsaged by fire, floods,
ete.

(Debit an exiraordinery loss
account.)

Nore.—The amounts col-
lected from insurance com-
panies on losses are cred-
ited to the exiraordinary
loss acecount,

5. The amounts of loss from
leakage and damage in
transit for which claims
are filed.

{Debit Railroad Claims.)

6. The amounts of loss from
leakage and damage in
transit on incoming coal
for which claims are not
filed.
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CosL—PurcHasEs (7.31)—Continued

Debit: Credit:
{Debit Loss from Leakage
and Damage in Transit.)

7. The cost of any determined
shortages in weights due -
to dishonesty of employees.

{Debit Shortages—Employ-
ees.)

8. At the end of a fiscal period
with the cost value of coal
on hand.

(Debit Merchandise Inven-
tory.)

9. The cost of any unusual
shortage in weights unac-
counted for at the end of &
fiscal period.

{Debit Shrinkage and Scale
Loss—Maerchandise.)
10. The debit balance shown in
this account at the end of
a fiscal pericd—thus clos-
ing it.
(Debit Gross Trading In-
Postings of debit entries, with the come—Merchandise.)
exception of purchases, are made from| Postings of credit eniries are made

individual entries in the debit General|from individual entries in the credit
Ledger ¢column in the journal. Genersal Ledger eclumn in the journal

The Coal—Purchases account as classified here is for the purpose
of outlining bookkeeping procedure for merchandise purchases ac-
counts. Separate accounts should be opened in the General Ledger
for the principal commodities handled.

While all of the merchandise purchases accounts may not be oper-
ated exactly as outlined above, it is believed that the bookkeeping
procedure generally will apply. There may be provided in the Journsl
28 many separate merchandise purchases columns ss deemed practical
from & bookkeeping standpoint. Usually, where purchases of the
commodity are frequent, & special column is provided; otherwise a
column eaptioned ‘‘Merchandise—Purchases” or the General Ledger
column may be used.

If merchandise is taken out of stock and used, donated, or sllowed
employees, which often happens in the case of coal, the merchandise
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purchases account concerned should be credited and the various ex-
pense accounts debited with the cost value of the quantity involved.
The cost value of unusual shortages should also be computed and
credited to the merchandise purchases accounts.

Woop—Purcuases (7.32)

Ses Coal—Purchases (7.31).

Feep—FPorcaAsES (7.33)

See Conl—Purchases (7.31).

Froovr—Purcnases (7.34}

See Coal—Purchases (7.31).

Seep—PurcrasEs {7.35)

See Coal-—Purchases (7.31).

Twme and Bags—PurcHAsSES (7.36)

See Coal—Purchases (7.31).

Livesroce—PurcHAsEs (7.37)

‘Ses Coal—Purchases (7.31).

CoaL—SaLEs (7.41)

Debit:

1. The amounts of any recorded
sales subsequently re-
turned.

(Credit account concerned.)

2. The amounts of any un-
favorable adjustments due
to allowances and errors.

{Credit account. concerned.)

3. The eredit balance shown in
this account at the end of
a fiseal period, thus closing
it.

{Credit Gross Trading In-
" come—Merchandise.)

Postings of debit entries ars made
from individual eutries im the debit
General Ledger eclumn in the journal,

Credit:

1. The amounis of all sales of
coal.

(Debit General Cash, Ac-
counts Receivable, or other
accounts concerned.)

2. The amounts of any railread
claims filed to cover losses
from leskage and damage
in transit of merchandise
shipped out.

{Debit Railroad Claims.}

Postings are made from the monthly
totals of the Coal—Sales column in the
journal.

759 —3P——12
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The Coal—Sales account as classified above is for the purpose of
outlining bookkeeping procedure. Separate sales accounts should be
opened in the general ledger for the principal commodities handled.
1t is believed that the procedure outlined for this account will apply
for all other merchandise sales accounts.

Generally, separate sales columns are provided in the Journal for
the principal commodities sold. In cases where this is not warranted, ..
a column captioned “Merchandise—Sales” or the General Ledger
column may be used. Under the latter procedure, postings to the
various merchandise sales accounts will be made from individual
entries in those columns.

Woop—SaLes (7.42)
See Coal—Sales {7.41).

Feep—SaLEs (7.43)
See Coal—Sales (7.41).

FLour—SBaLEs (7.44)
See Coal—Sales (7.41).

SEEp—SaLEs (7.45)
See Coal—Sales (7.41).

TwiNne anp Bacs—Saves (7.46)
See Coal—Sales (7.41.)

LivesToCcR—SaLEs (7.47)
See Coal—Sales (7.41).
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Stroraee—INcouE (7.51)

Debit:

1. At the beginning of each
fiscal period the balance
shown in the Accrued Stor-
age account at the end of
the preceding fiseal period.

(Credit Accrued Storage.)}

2, The credit balance shown in
this account st the snd of
a fiscal period, thus closing
it.

{Credit Net Trading and
Sundry Operations—Loss
and Gain.)

Postings of debit eniries are made
from individusl eatries in the debit
General ledger column ie the journal.

Credit:

1. The amounis of all storage
coliected and all storage
set up as accrued which is
later debited to the ac-
counts of patrens.

Postings are made from the
monthly totals of the Stor-
age column or from indi-
viduel entries in the credit
General Ledger column in
the journal.

{Debit General Cash, Ac-
counts Receivable, or other
accounts concerned. )

Nore.—Acerued storage
should not be charged off
as uncollectible until ii
has been debited to pa-
trons’ accounts. I¢is then
treated the same as an ac-
counts reccivable,

2. The amount of acerued stor-
age at the close of a fiscal
period.

(Debit Accrued Storage.)

If ne special column is provided for
storage income, postings of credit entries
are made from individual entries in the
credit General Ledger eolumn or the
Misrellaneous Opersting Income column
in the journal.

This account is opened to reflect on the books sll storage income.
The credit balance shown in the account at the end of a fiscal period
represents the current income from storage.

Haxprine—IncouE {7.52)

See Storage—Income (7.51).
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Grinping—INcoME (7.53)

Debit:

1. The credit balance shown in
this account at theend of 5
fiseal period, thus closing
it.

(Credit Net Trading and
Sundry Operations—ILoss
and Gain.}

Postings of debit entrics are made

from individual entries in the debit
General Ledger column in the journal

Credit:
1. The amounts of all grinding
fees.
(Debit accounts concerned.)

Postings of credit entries are usually
made from individual entries in the
Miscelianeous Operating Income eolumn
or the credit General Ledger column in
the journal. -

CrLeaniNe—INcoME (7.54)

See Grinding—Income (7.53).

HanprLing GoverNMeNT FEED aND SEED (7.55)

See Grinding—Income (7.53}.

Lrvestock—Commissions (7.56)

Debit:

1. The amounts of any direct
costs connected with ship-
ping and prorating pro-
ceeds of sales,

(Credit accounts concerned.)

2. The eredit balance shown in
this account at the end of
a fiscal period, thus closing
it.

(Credit Net Trading and
Sundry Operations—TLoss
and Gain.)

Postings of debit entries are made

from individual entries in the debit
General Ledger column in the journsal.

Credit:
1. The amounts of sll commis.
sions and fees.
(Debit sccounts concerned.)
NoTE.—These entries origi-
nate from the checks issued
against the proceeds of ship-
ments deposited in a special
bank account.
See explanation below.

Postings of credit entries are usually
made from individual entries in the
Miacellaneous Operating Income eolumn
or the eredit General Ledger column in
the journal. *

-3
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When livestock is shipped on & commission basis and proceeds from
shipments are prorated by the company, if is not deemed necessary or
desirable that accounts be opened in the general books to clear these
transactions. The proceeds from sales can be deposited in a special -
bank account not carried in the general books and disbursements ean
be made by ordinary checks and recorded on special settlement sheets
that are available for handling transactions of this nature. The gen-
eral ledger should reflect only the amounts earned by the company for
its services and the expenses connected therewith.

Sales information, if desired, for the annual report or other purposes
can be compiled from the settlement sheets. -

Sunpry OrERATING—INCOME (7.57)
{Seed Treating, Weighing, Loading, etc.)

The income from the sundry services can be posted separhtely and
described in such manner that an analysis of the General Ledger
account can easily be obtained.

Ses Grinding—Income (7.53).

Trvcg—Gross Eannmnes (7.61)

Cradit:
1. The amounts of all truck

Debit:
1. The credit balance shown in
' this account at the end of .
a fiscal period, thus clozing {Debit accounts concerned.)
it. ) .

(Credit Net Trading snd
Sundry Operations—Loss

and Gain.)

Postings of debit entries are made
from individual entries in the debit
General Ledger column in the journal.

[

Postings of credit entries are usually
made from individual entries in the
Miscellaneous Operating Income column
or the credit general ledger column in
the journal.

This account is opened to c;.rry earnings of trucks where they are
opereted as revenue producing services, such as fees charged for
hauling livestock, merchandise, etc.

Tane Wacon—Gross Earnings (7.62)

See Truck—Gross Earnings (7.61}.
In many cases this account may be carried in a separate set of books
maintained for gas and oil station operations.

TraxsporTs—GRro88 EarNiRGs (7.63)
See Truck—Gross Earmings (7.61).
In many cases this account, may be cerried in a separate set of books
maintsined for gas and oil station operations.
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Operating and Administrative Salaries, Wages, and
Expense -

Exrexse (Contron) (8.060)

Debit:

1. At the beginning of a fiscal
period the amounts of all
prepaid operating and ad-
ministrative expenses at
the end of the preceding
fiscal period, excepting Pre-
paid Salaries and Wages,
and Prepaid Insurance and
Bonds.

(Credit accounts concerned.)

2. The amounts of payments of
all operating and adminis-
trative expenses, excepting
Prepaid Salariesand Wages
and Prepaid Insarance and
Bonds.

(Credit accounts conoerned )

3. At the end of a fiscal period
the amounts of 21l acerued
operating and administra-
tive expenses.

(Credit accounts concerned.)

Postings of debit entries are made
from the meonthly totals of the debit
expense colume in the Journal. {The
individual entries in this ecolumn are

posted to the various expense accounts
concerned.)

Credit:

1. At the beginning of a fiscal
period, the balances shown
in all sccrued operating ~
and administrative expense
accounts at the end of the
preceding fiseal period.

{Debit accounts concerned.)

2. The amounts of all refunds
and sundry credits to op-
erating and administrative
expenses.

(Debit accounts concerned.)

3. At the end of a fiscal period
the amounts of all prepsaid
operating and administra-
tive expenses, excepting
Prepaid Salaries and Wages
and Prepaid Insurance and
Bonds.

{Debit accounts concerned.)

4. At the end of a fiseal period
the amounts of all debit
balances in operating and
administrative expense ac-
counts transferred to Net
Trading and Sundry Op-
erations—Loss and Gain.

{Debit sccounts concerned.)

Postings of credit eniries are made
from the moothly totals of the credit
expense column in the Journal. (The
individual entrieg in this column are
posted to the various expense accounts
conecerned.)

NotE—A credit Expense column iz
the journal may noi be of any practical
value unless credit items are numerous.
The Geberal Ledger column is fre-
quently used for this purpose. In those
circumstances, if an expense controlling
account is maintained, the individual en-
tries must be posted to both the control-
ling and the expense account concerned.
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Under the indicated bookkeeping procedure all debits and eredits
to the operating and edminisirative expense accounts ars entered in
the expense columns in the journal. These include all adjusting
eniries for sccrued and prepaid items, excepting Prepaid Insurance
and Bonds and Prepaid Salaries, at the end and beginning of fiscal
periods and transfers of balances, shown in the expense accounts, to
Net Trading and Sundry Operations—Loss and Gain, Therefore in
posting the totals of these columns at the end of each month and
fiscal period to the above controlling account, it is automatically
closed. The only other step to be considered is that of ruling the
account.

Those items carried in accounts that are listed as deductions from
income such as Interest Paid, Cash Shortage, etc., are not entered in
the expense columns in the journal. Those items are routed through
the General Ledger columns, and this fact must be taken into con-
sideration in reconciling the controlling acecunt with the various ex-
pense gccounts that it represents.

SALARY AND ALLOWANCES—MANAGER (8.11)

Debit: Credit:
L The amount of any prepazd 1. At the beginning of each
manager’s salary that is fiscal period, the balance
earned in a current fiscal shown in the Accrued Sal-

period. aries and Wages account
{Credit Prepaid Salaries and at the close of the pre-
Wages.) ceding fiscal period that
Ses Prepaid Salaries and is applicable to manager’s
Wages account. . salary,
. The amounts of ell payments (Debit Accrued Salaries and
of earned salary. Wages.)
(Credit Cash in Bank.) See Accrued Sslaries and

. The amount of all pay-
ments of bonus to man-
ager.

fCreéxt Cash in Bank H
Nore.—The bonus should

if possible be determined

and recorded on the books

_ in the fiscal period in which

it is earned.

4. The cost of all fuel furnished

manager.
{Credit merchandise pur-
chase account concerned.)

Wages account,

. The debit balance shown in

this account at the end of

a fiscal period, thus closing

it.

(Debit Net Trading and
Sundry Operations—Loss
and Gain.)

Nore.—In the eveant no
credit Expense column is
provided in the Journal, post-
ings are made from indi-
vidual entries in the credit
General Ledger column.
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SaLARY AND ALpowaNcEs—MaNaGeR (8.11}—Continued

Diebit: Credit:
5. The cost of all electric light
furnished manager.

(Credit Power, Light, Water,

and Heat.)

6. The estimated rental value
of living quarters furnished
manager.

(Credit Income and Ex-
pense—Dwellings.)

7. The amount of accrued man-
ager’s salary and bonus
at the close of a fiscal
period.

(Credit Acerued Salaries and
Wages.)
See Accrued Salaries and
Wages account.
Postings of debit entries are made| Posiings of credit entries are made
from individual entries in the debit|from individual entries in the credit
Expense colume in the journal. Expense column in the journal.

This account is opened to carry all items pertaining to manage-
ment cost.

Estimated rental value of living quarters and the cost of fuel
and light furnished the manager by the company are proper charges
to management cost. Inclusion of these items is not only for the
purpose of determining total management cost but to place this cost
on a comparable basis with other compsnies where the equivalent
of such services is included in the salary paid. Under the plan out-
lined here, these charges do not affect net income because of offsetting
credit entries to income and other expense accounts.

If the manager is employed on a commission basis or guaranteed
salary end commission, withdrawals by the manager are handled
the same as salary payments. At the close of a fiscal period, the
amount of commission should be determined and posted to this
account before the books are closed. Any unpaid bonus should be
handled in the same manner. If the sccount is overdrawn after this
entry has been made the balance should be treated as a prepaid item.

1t should be & practice to pay all salaries by checks, and collections
of amounts due from employees should be in the nature of payments
rather than as deductions from their salaries.

Where only one account is maintained in the general ledger to
carry all salaries and wages, postings should be in sufficient detail
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of salaries and wages can be easily

Under the procedure outlined above, accrued salary at the close of

8 fiscal period is credited to this

account in the subsequent period

because all payments of earned salary are debited directly to expense.

SaLaries aNp WaeeEs—ELEvaToR (8.12)

(Excluding Salary of Manager and Office Employees)

Debit:

1, The amounis of any prepaid
elevator salaries and wages
earned in & current fiscal
period.

(Credit Prepaid Salaries.)
See Prepaid Salaries and

Weges account.

. The amounts of all payments
of earned elevator salaries
and wages.

{Credit accounts concerned.)
Note.—See other accounts

for certain direct labor eosts.

. The amount of accrued ele-
vator salaries and wages
8t the end of a fiseal period.

{Credit Accrued Salaries and
Wages.)

See Accrued Salaries and
Wages account.
Postings of debit entries are made

from individual entries in the debit
Expense eolumm in the journal.

Credit:

1. At the beginning of each
fiscal period, the balance
shown in the Accrued
Salaries and Wages account
at the close of the preced-
ing fiscal period that is
applicable to elevator
selaries and wages.

{Debit Acerued Salaries and
Wages.)
See Accrued Salaries and
‘Wages account.

2. The debit balance shown in
this pecount at the end of
a fiscal period, thus clos-
ing it.

{Debit Net Trading and Sun-
dry Operations—Loss and
Gain.)

Postings of credit entries are made
from individual entrics in the ¢redit
Expense columpr in the journal.

This secount is opened to carry all elevator salaries and wages other
than those of the manager, office employees, and the secretary and

treasurer of the company.

The cost of labor employed temporarily for special work such as

unlonding and loading merchandise, repairing buildings and equip-
ment is debited directly to the particular merchanaise, repair, and
building aceounts eoncerned.
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SALARIES AND WacEs—OFFICE (8.13)

(Bookkeepers, Stenographers, and Secretary and Treasurer)

Debit:

1. The amounts of any prepaid
office salaries and wages
earned in & current fiseal
period.

(Credit Prepaid Salaries.)
See Prepaid Salaries and
Wages.

2. The amounts of all payments
of earned office salaries
and wages.

{Debit Cash in Bank.)

3. The amounts of all accrued

office salaries and wages

at the close of s fiscal|

period.
(Credit Accrued Salaries and
. Wages.)
Postings of debit entries are made

from individual entries In the debit
Expense eclumn in the joumal.

Credit:

1. At the beginning of each
fiscal period, the balance
shown in the Accrued Sal-
aries and Wages sccount
at the close of the pre-
ceding fiscal period that
is applicable to office sala-
ries and wages.

{Debit Accrued Salaries and
Weges.)

2. The debit balance shown in
this account at the end of
a fiscal period, thus closing
it,

{Debit Net Trading and Sun-
dry Operations—Loss and
Gain.)

Postings of credit eniries are made

from individual entries in the credit
Expense column in the journal.

This account is opened to carry all office salaries including that of the
secretary and treasurer of the company. Postings to the account can
be described in such manner that en analysis for operating statement

purposes can be easily obtained.

Fees paid to attorneys and public auditors, commission companies,
and central offices for special bookkeeping services are not posted to

thia account.

SALARIES axD WagEs—OTEER OPERATING (8.14)

(Does Not Include Elevator Salaries and Wages or Office Salaries)

See Salaries and Wages—Elevator.

(8.12.)

(Y
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Power, Licar, WATER, AND HEAT (8.21)
(Electricity, Ges, Oil, Water, and Cosl)

Debit:
1. At the beginning of each

fiseal period, with the bal-
ance shown in the Power
and Heat Fuel—Inven-
tory account at the close
of the preceding fiscal pe-
riod.

{Credit Power and Heat
Fuel—Inventory.)

2. The amounts of all payments

of power, light, and water
bilis.

{Credit Cash in Bank.)

. The cost of all fuel nsed for
power and heating.

{Credit accounts concerned.)
Nore.—The cost of fuel

taken out of regular mer-
chandise stock and used for
heating should be calculated
and debited to this expense
secount and credited to the
merchandise purchases aec-
eount concerned.

. The amounts of accrued
power, light and water at
the close of a fiscal period.

(Credit Accrued Power, Light
and Watar.)

Credit:
1. At the beginning of each

fiscal period the balance
shown in the Accrued
Power, Light and Water
account at the close of the
preceding fiscal period.

{Debit Accrued Power, Light
and Water.)

. The cost value of power and

heat fuel on hand at the

close of a fiscal period.
{Debit Power and Heat

Fuel—Inventory.)

. The debit balance shown in

this account at the end of

a fiscal period, thus closing

it.

(Debit Net Trading and Sun-
dry Operations—Loss and
Gain.)

Nore~In the event no
credit Expense column is
provided in the Journal, post-
ings are made from individual
entries in the credit General
Ledger column.

Postings of debit entries sre made| Postings of credit eniries are made
from individual entries in the debit|from individual entries in the credit
Expense column in the journal Expense column ip the journal,
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ReENT aND LEAsSES—EXPENSE (8. 22)
Dehit: Credit:

1. The amounts of all payments
of rent and leases,
(Credit accounts concerned.)
2, The amounts of accrued rent
and leases at the end of a
fiscal period.
(Credit Accrued Rent and
Leases.)

Postings of debit eniries are made
from individusl entries in the debit
Expense eolumn in the journal

1. At the beginning of each
fiscal period with the ac-
crued rent and lease pay-
able at the close of the**
preceding fiscal period.

{Debit Acerued Rent and
Leases.)

2. The debit balance shown in
this account at theend of a
fiscal period, thus closing
it.

(Debit Net Trading and Sun-
dry Operations—ILoss and
Gain.)

Postings of credif entries are made

from individual entries in the credit
Expense ecolumn in the journai,

Reramrs—EvLgvaror BuiLpings, MacriNeErRY aND EqQuirMenT (8.23)

{Inclu&és Grain Cleaning Equipment and Scale Testing)

Debit:
1. The cost of ordinary repairs.
{Including any extra labor
employed by the elevator
in this connection.)
(Credit accounts concerned.)

Nore.—See Elevator
Building account for han-
di%ng replacements and alter-
ations,

Postinga of debit entries are made
from individual entries in the debit
Expense column in the journal.

Credit:

1. The debit balance shown in
this sccount at the end of 2
fiscal period, thus closing
it.

{Debit Net Trading and Sun-
dry Operstions—Loss and
- Gain.)

Nore.—In the event no
eredit Expense column is pro-
vided in the Journal, postings
are made from individual en-
tries in the credit General
Ledger column.

Postings of credit entries are made
from individus! entries in the credit
Expense eolumnn in the jeurnal.
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Rerairs—OtEER BuiLpings, MACHINERY, AND EQUipPMENT (8.24)

{Coal Sheds, Lumber Sheds, Grinding Machinery, etc.)
See Repairs—Elevator Buildings, Machinery, and Equipment (8.23).

For repuirs on trucks, tank wagons, transports, and automobiles, see
Trueks, Tenk Wagons, Transports, and Automobiles Expense accounts.
For repsirs on office equipment, see Office Supplies and Postage

account.
For repeirs on dwellings, see Income and Expense—Dwellings
account,
EvevaTor SuprLies (8.25)
Debit: Credit:

1. At the beginning of each
fiscal period with the bal-
ance shown in the Elevator
Supplies—Inventory ac-
count at the closs of the
preceding fiseal period.

{Credit Elevator Supplies—
Inventory.) :

2. The amounts of all purchases
of elevator supplies, such
as ¢ar linings, fumipants,
etec.

{Credit accounts concerned.)

Postings of debit entries are msde
from individual entries iIn the debit
Expense column in the journal.

1. The cost value of elevator
supplies on hand at the
elose of a fiscal period,

{Debit Elevator Supplies—
Inventory.)

2. The debit balance shown in
this account at the end of
the fiscal period, thus clos-
ing it.

{Debit Net Trading and Sun-
dry Operations—Loss and
Gain.)

Postings of credit entries are mada
from individual eptries in the credit
Expense column in the journal.
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DEPRECIATION—ELEVATOR BUILDINGS, MACHINERY, AND Equip-
MENT (8.26) '

(Includes Cleaning Equipment)

Debit: Credit:

1. At the end of each fiscal| 1. The debit belance shown in
period the amount cur- this account at the end of a™"
rently set up as a reserve fiscal period, thus closing it.
for depreciation on eleva- (Debit Net Trading and Sun-
tor buildings, machinery, dry Operations—Loss and
and equipment. Gain.)

{Credit Reserve for Depreci-
ation—Elevator Buildings,
Machinery, and Equip-
ment.)

Postings of debit eniries are made| Postings of credit enfries are made
from individual eniries in the debit [from individual entries in the credit
Expense column in the journal. Expense colump in the journal.

In some cases it may be desirable to have separate depreciation
Teserve accounts for elevator buildings, machinery, and equipment.
Under that procedure, the debit to the asbove account would be the
summation of the amounts appropriated to the reserves for each

fiscal period or separate postings could be made and described in the
account. :

DerreciaTioN—OTHER BUiLbings, MAcCHINERY, AND EQUIPMENT
(8.27)

(Includes Grinding Machinery)

See Depreciation—Elevator Buildings, Machinery, and Equipment
(8.26).

DerreciaTion—OFrriceE FURNITURE AND EQUIPMENT {8.28)

, Set; Depreciation—Elevator Buildings, Machinery, and Equipment
8.26).

DerrECIATION—SUNDRY Fixep AsseErs (Excropine TRucks) (8.29)

See Depreciation—Elevator Buildings, Machinery, and Equipment
(8.26).

For depreciation on trucks, tank wagons, transports, and automo-

biles, see Trucks, Tank Wagons, Transports, and Automobiles Expense
accounts,
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For depreciation on dwellings, see Income and Expense—Dwellings

sccount.

Exrress, Freigar, anp Dravace (8.31)

Debit:
1. The amounts of all express,
freight, and drayage
charges that are not di-
rectly allocable to any
other account.
(Credit accounts concerned.)

NoTe.—All charges for ex-
“press, freight, and drayage
where practicable should be
debiied directly to the ac-
count concerned—Merchan-
dise—Purchases, Repairs, etc.

Postinga of debit entries are made

from individual entries in the debit
Expense column in the journal.

Credit:

1. The debit balance shown in
this aceouns at the end of 8
fiscal period, thus closing it.

(Debit Net Trading and Sun-
dry Operations—Loss and
Gain.}

Postings of credit entries are made
from individual entries in the credit
Expense eolumn in the jourzal.

TeErMiNaL StToracE Exrexnse {8.32)

Debit:

1. The amount of all costs con-
nected with grain stored in
terminal slevators.

{Credit accounts concerned.)

2. The amount of accrued tfer-
minal storage expense at
the end of a fiscal period.

{Credit Accrusd Miscellane-
ous Operating Expense.)

Postings of debit entries are made
from individual entries in the debit Ex-
pense column in the journsl.

Credit:

1. At the beginning of each fis-
cal period the amount of
ascerued terminal expense
at the close of the preced-
ing fiscal period.

{Debit Accrued Miscellane-
ous|Operating Expense.)

2. The debit balance shown in
this account at the end of
a fiscal period, thus closing
it.

{Debit Net Trading and Sun-
dry Operations—Loss and
Gain.)
Postings of credit entrics are made
from individual entries in the credit
Expense eolumn in the journal.

This aceount is opened to carry all eosts of storing grain in terminal
elevators. It is recognized that not many local elevators store grain
in terminals. The account is opened only by those that do.
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Loss From LEagacE anp Damace 1¥ Transit—Grain (8.33)

Debit:

1. The amounts appropriated to
the Reserve for Doubtful
Railroad Claims filed to
cover losses from leakage
and damage in transit.

(Credit Reserves for Doubtful
Railroad Claims.)

2. The amounts of railroad
claims for leakage and
damage of grain in transit
actually charged off as un-
collectible for which no
reserve has been estab-
lished.

{Credit Railroad Claims.)

3. Losses resulting from leakage
and damage of grain in
transit for which claims
were not filed.

{Credit grain purchsse ac-
counts concerned.)
Note.—The total leakage

of many shipments that in-

dividually do not warrant
filing claims may justify an
entry reflecting this loss on

the books at the end of a

fiscal period. In such cases,

purchase accounts rather
than sales accounts are cred-
ited with the losses.

Postings of debit eniries sre made
from individual entries in the debit
Expenss column in the journal,

Credit:
1. The debit balance shown in
this account at the end of

a fiscal period, thus clos-

ing it.
(Debit Net Trading and Sun-

dry Operations—Loss and

Gain.)

Note.—The various debit
entries $o this sccount should
be properly described to fa-
cilitate analysis.

Postings of credit entries are made '
from individual entries in the ecredit
Expense eolumn in the journsl,

This account is opened on the books for the purpose of carrying
losses arising from uncollectible claims filed for leakage and damage
of grain in transit and such losses for which no claims were filed.

-
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Loss FroM LEAXAGE aND DaMace 1N TraNsiT—MERcHANDISE {8.34)
See Loss from Leakage and Damage in Transit—Grain (8.33).

SHRINEAGE AND ScaLkE Loss—Graw {8.35)

Debit:

1. At the end of a fiscal period
the estimated cost of all
grain unaccounted for.

{Credit grain purchase ac-
counts concerned.}
Nore.—In determining

weight shortage for the pur-

pose of establishing the
money loss, consideration
should be given to shrinkage
due to leakage in tramsit,
particularly that for which
railroad claims have been or
should be filed, natural shrink-
age resulting from cleaning,
part of which is sold as
screenings, prain destroyed
by fire and floods, and any
grain taken from stock,
ground and sold as feed.

See Wheat—Purchases ac-
count.

. Any credit balance shown in
this account at theend of &
fiscal period, thus closing
1t.

{Credit Net Trading and
Sundry Operations—Loss
and Gain.)

Postings of debit entriea are made

from individual entries in the debit Ex-

penss column in the journal

Credit:

1. At the end of a fiscal period
the value, on basis of in-
ventory prices, of auy ex-
cess weight of the physical
over the book inventary of
grain.

{Debit grain purchase ac-
counts concerned.)

2. Any debit balance shown in
this account at theend of &
fiscal period, thus closing

it.

{Debit Net Trading and Sun-
dry Operations—Loss and
Gain.)

Postings of credit entries are made
from individual eptries in the eredit

Expense eolumn in the journal

This account is opened mainly to show on the books the net morey
loss arising from abnormal shrinksge in weights. However, in the
event that the value of weight overage in some grains 1s greater than
the vzalue of the shrinkage in others, the resulting credit balance in the
sccount reflects  gain. This is trested in the same manner as a debit
balance except that the journal entries are reversed. See debit No.

2 and eredit No. 2 above,
VTSN —30—13
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SuriNEAGE AND ScaLe Loss—MERCHANDISE (8.36)

Debit:
1. The cost of all merchandise
unaccounted for.

(Credit merchandise purchase
account concerned.)
Nore.—Any merchandise

taken out of stock and used,

such as coal for heating,
should be accounted for on
the books before shrinkage is
calculated.
2. Any ecredit balance shown in
this account at the end of
a fiscal period, thus closing
it.

{Credit Net Trading and Sun-
dry Operations—Loss and
Gain.)

Postings of debit eniries are made

from individusl entries in the debit
(Genersal Ledger column in the journal.

Credit:

1. The value, on basis of inven-
tory prices, of any excess
of the physical over the*
book inventory of mer-
chandise.

{Debit merchandise purchase
account concerned.)

2. Any debit balance shown in
this account at theendofa
fiscal period, thus closing
it.

{Debit: Net Trading and Sun-
dry Operations—Loss and
Gein.)

Postings of ecredit entries are made
from individual entries in the Expense
column in the journal.

See Shrinkage and Scale Loss—Grain (8.35).
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Trock ExrExse (8.41)

Debit:

1. The amounts of all payments
of expense items connected
with truck operations.

{Credit accounts concerned.}
Nore.—Expense items
include drivers’ and help-
ers’ wages, commissions,
oil and gas, accessories and
ordinary repairs, license,
taxes and insurance, etc.
Extraordinary repairs should
be capitalized or debited to
reserve for depreciation.

. The amount of acerued truck
expense at the end of a
fiscal period.

(Credit the various accrued ex-
pense accounts concernad,
Sea Accrued Other Taxes
and Licenses secount.)

The amount currently eap-
propriated to the reserve
for depreciation of trucks,

{Credit Reserve for Depre-
cistion—Trucks.)

Postings of debit entrics are made

from, individual entries in the debit

Expense column ie the journal.

3.

Credit:

1. At the beginning of each
fiscal period the amounis of
any accrued truck expense
at the close of the preced-
ing fiscal period.

{Debit accrued expenss ac-
counts concerned. See
Acecrued Other Taxes and
Licenses account.)

2. The debit balance shown in
this account at the end of
& fiscal period, thus closing
it.

{Debit Net Trading and Sun-
dry Operations—Loss and
Gain.)

Nore—See Truck Earn-
ings account.

Postings of credit entries are made
from individual entries in the credit
Expense ¢olumn in the journal.

Under the procedure outlined above, all costs connected with truck
operations, including taxes, insurance, repairs, and depreciation,
are charged directly to this account. This is particularly desir-
able In cases where trucks are opersted as revenue-producing
sarvices; otherwise thess items of expense may be carried in the regular
expense accounts. Postings to the account should be in sufficient
detail and described to provide a clear analysis iny the ledger account

for statement purpeses.

Tank Waconw Exprnge (8.42)

Ses Truck Expenss (8.41).
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TransroRT EXPENSE (8.43)

See Truck Expense (8.41}.

Avpiming, Speciat, BoOKREEPING, AND Lecar Frrs (8.51)

Debit:

1. The amounts of all payments
for auditing, special book-
keeping, and legal services
and expense.

{Credit accounts concerned.)

2. The amount of accrued au-
diting and legal fees at the
end of a fiscal period.

{Credit Accrued Auditing,
Special Bookkeeping, and
Legal Fees.)

Portings of debit entries are made
from individual entries in the debit
Expense column in the journal.

Credit:

1. At the beginping of each fis-
cal period the amounts of
acerued auditing, special
bookkeeping, and legal feea
at the close of the preced-
ing fiscal period.

(Debit -Accrued Auditing,
Special Bookkeeping, and
Legal Fees.)

2. The debit balance shown in
this sccount at theend of 8
fiscal period, thus closing
it.

(Debit Net Trading and Sun-
dry Operations—Loss and
Gain.}
Poatings of credit entries are made
from individual eniries in the credit
Expense column in the journal.

Postings to this account can be described so that auditing, special
bookkeeping, and legal costs can be separately determined. Special
bookkeeping applies to those cases where the company uses a report-
ing system and most of the bookkeeping is done by outside agencies,
such as a commission company or central office for cooperatives, for
which they make & monthly charge.
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Dizncrons’ Fres ano Exrenses (8.52)

Debit:
1. The amounts of fees and ex-
penses paid directors,
{Credit accounts concerned.)
2. The amount of accrued direc-
tore’ fees and expanses at
the end of a fiscal period.
{Credit Acerued Miscellaneous
Administrative Expense.)

Pastings of debit entries are made from
individual entries in the debit Expense
column in the journal,

Credit: :
1. At the beginning of each
fiscal period the acerued
directors’ fees and expenses
at the close of the preced-
ing fiscal period.
(Debit Accrued Miscellaneous
Administrative Expense.)
2, The debit balance shown in
this account at the end of
a fiscal period, thus closing
it,
(Debit Net Trading and Sun-
dry Operations—Less and
Gain.)
Postings of credit entries are made
from individual entries in the credit

Expense colurnn in the journal.

Orrice Suprries aND PostaGeE (8.53)
(Printing, Stationery, Office Equipment, Repairs, etc.)
Sae Office Supplies and Postage—Inventory {3.34).

Debit:

1. At the beginning of each
fiscal period, the balance
shown in the Office Sup-
plies and Postage—Inven-
tory account at the close of
the preceding fiscal period.

{Credit Office Supplies and
Postage—Inventory.)

2. The amounts of all purchases
of printing, stationery, of-
fice supplies, postage, post
office box rent and office
equipment repairs.

{Credit accounts affected by
terms of purchase.)}

Poatings of debit entries are roade
from individual entries in the debit
Expense column in the journal

Credit: )

1. The cost value of office sup-
plies and postage on hand
at the end of fiscal period.

{Debit Office Supplies and

Postage—Inventory.)

2. The debit balance shown in
this account at the end of
& fiseal period, thus closing
it.

(Debit Net Trading and Sun-
dry Operations—Loss and

Gain.)

Nore—In the event no
eredit Expense column is
provided in the Journal, post-
ings are made from individ-
ual entries in the credit
General Ledger column.

Postings of credit entries are made

from individual entries in the eredit
Expense column in the journal.
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Orrice ExreNsE—MIscELLANEOUS (8.54)
Debit: Credit:

1. The amounts of all payments
for periodicals, collection
expense, renewal of char-
ter, mortgage reports, ab-
stracts, credit reports, no-
tary fees, filing fees, and
other similar items.

(Credit accounts concerned.)

Postings of debit entries asre made
from individual entries in the debit
Expense column in the journal.

I. The debit balance shown in
this account at the end of

a fiscsl period, thus closing

it.

{Debit Net Trading and Sun-'
dry Operations—Loss and
Gain.)

Nore—In the event no
credit Expense column is
provided in the Journal, post-
ings are made from individ-
ual entries in the credit
General Ledger column.

Postinga of credit entries are made
from individual entries in the credit
Expense column in the journal.

This account is opened to carry those office expenses which indi-
vidually are not of sufficient importance or significance to warrant
separate accounts. Postings, however, are individual entries and if
properiy described in the general ledger account, an ansalysis is
easily obtainable for statement purposes.

TeLepEONE AND TELEGRAPHE (8.55)
{Includes Radio Expense, Market Services, and Reports)

Debit:

1. The amounts of all payments
of telegraph charges, mar-
ket services and reports,
and expense of radio.

{Credit accounts concerned.)

2. The amount of accrued tele-
phone and telegraph
charges at the end of a
fiscal period.

(Credit Accrued Telephone
and Telegraph.)

Postings of debit euntries are made
from individual entries in the debit
Expense column in the journal.

Credit:
1. At the beginning of each
" fiscal period the balance
shown in the Acerued Tele-
phone and Telegraph ac-
count at the close of the
preceding fiscal period.

(Debit Accrued Telephone
and Telegraph.}

2. The debit balance shown in
this account st the end of
& fiscal period, thus closing
it.

{Debit Net Trading and Sun-
dry Operations—Loss and
Gain.)

Postings of credit entries sre made

from iadividual entries in the credit
Expense column in the journal.
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IxsyraNcE aND Bonps (Expexnse} (8.56)

Debis:

1. At the end of each fiscal
period, the amount of in-
surance and bond premi-
ums the$ has expired dur-
ing the period.

{Credit Prepaid Insurance
and Bonds.)

Postings of debit entries sre made

from individual entries in the debit
Expense column in the journal.

Credit:
1. The debit balance shown in
this account at the end of
& fiscal period, thus clos-
ing it.
{Debit, Net Trading and Sun-
dry Operations—Loss and
Gain.)
Postings of credit entries are made
from individual entries in the credit
Expense eolumn in the journal

In transferring the expired premiums out of the Prepaid Insurance

and Bonds account, the journal entry should be in sufficient defail to
make an analysis of such expenses easily obtainable from the above
ledger acoount. Accrued insurance and bend premiums are carried

in the Prepaid Insurance and Boends account.,

and Bonds account.

See Prepaid Insurance

SociaL SecuriTy Taxes (8.57)
{Excluding the Taxes Collected froru Employees)

Debit:

1. The amounts of all payments
of social security taxes
paid by the company.

{Credit Cash in Bank.)

2, The amount of social security
texes payable by the com-
pany that is accrued at
the end of a fiscal period.

{Credit Accrued Social Se-
curity Taxzes.}

Poatings of debit entries are msde
from individual entries in the debit
Expense column in the Journal.

Credit:

1. At the beginning of each
fiscal period the bhalance
shown in the Accrued So-
cial Security Taxes aceount
at the end of the preceding
fiscal period.

{Debit Accrued Social Se-
curity Taxes.)

2. The debit balance shown in
this aceount at the end of
a fiscal period, thus clos-
ing it.

(Debit Net Trading and Sun-
dry Operations—Loss and
Gain.)
Postings of credit entries are made
from individual entries in the credit
Expenss column in the Journal.
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This account is opened to carry only the social security taxes paid

or payable by the company.
collected from employees.

See separate sccount.for the taxes

Oraer Taxes anp Licenses (8.58)

(Excluding Federal and State income, sales, and social security taxes,
taxes on dwellings, and faxes and licenses on trucks and automo-

biles)

Debit:

1. The amounts of all property,
corporation, capital stock
and business taxes and
licenses paid by the com-
pany. See exceptions list-
ed below.

{Credit Cash in Bank.)

. The amounts of all taxes and
licenses indicated in debit
No. 1 that are accrued at
the end of & fiscal period.

(Credit Accrued Other Taxes

- and Licenses.}
Nore.—For taxes and li-

censes on trucks and sutomo-
biles, see Truck and Automo-
biie Expense accounts. On
dwellings, see Income and Ex-
pense—Dwellings sccount,
See separate accounts for
Federal and Stato income,
State sales and social security
taxes.

Postings of debit entries ars made

from individusl entries in the debit

Expense column in the Journal.

Credit:

1. At the beginning of each
fiscal period the balance
shownin the Acerued Other
Taxes and Licensesaccount
at the close of the preced-
ing fiscal period.

(Debit Accrued Other Taxes
and Licenses.)

2. The amounts of all refunds
on taxes and licenses,

(Debit accounts concerned.)

3. The debit balance shown in
this aceount 2t the end of
& fiscal period, thus clos-
ing it,

(Debit Net Trading and Sun-
dry Operations—Loss and
Gain.)

Postings of credit entries are made
from individual entries in the credit
Expenss column in the Journal.

Postings to this account should be, if practicable, in sufficient

detail and described in the ledger to provide a clear analysis for state-
ment. purposes. In cases where more than one tax expense account
is desirable, the bookkeeping procedure outlined for this account
will apply.

The Accrued Other Taxes and Licenses account at the close of a
fiscal period is closed to this account in the subssquent period be-
cause, under the procedure outlined, all payments are debited
directly to expense.
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Bank Service CHARGES AND ExcHaNGE (B.50)

(Does not include Interest and Discounts)

Debit:

1. The amounis of all charges
for handling bank account,
drafis, collecfions, and
other service charges made
by the bank.

{Credit accounts concerned.)

Postings of debit entries sre made
from individual entries in the debit
Expense column in the journal

Credit:
1, The debit balance shown in
this account at the end of
a fiscal period, thus clos-
mg it.
{Debit Net Trading and Sun-
dry Operations—Loss and
Gain.)
Postings of credit entries are made
from individual entries in the credit
Expense column in the journal.

This account is opened to carry all bank service charges but not
interest and discounts which are debited to special accounts.

Frequently, banks debit service charges directly to the checking
account of the company. Therefore, any such charges appearing on
the bank statements should be journalized and properly recorded in

the aceounts concerned. All such

charges should be ascertained and

properly recorded monthly and before closing the books at the end of

a fiseal period.
ApvERTIBING (8.5A)
Debit: Credit:
1. The cost of all advertising, 1. The debit balance shown in
this seccount at the end of

{Credit Cash in Bank.)

Postings of debit entries are made
from individual entries in the debit
Expense column in the journal.

a fiscal period, thus clos-

ing it.
{Debit Net Trading and Sun-
dry Operations—Loss and

Gain.)
Postings of credit entrics are made
from individual entries in the credit

Expense column in the journal

Avrouone ExreEnse {8.58)

See Truck Expense (8.41).




198 FARM CREDIT ADMINISTRATION
MISCELLANEOUS ADMINISTRATIVE ExpENszs (8.5C)
Debit: Credit:

1. The amounts of all costs of
traveling, association dues,
donations, convention and
ennuel meetings, picnics,
and other similar adminis-
frative expense items for
which separate accounts
are not opened in the
ledger.

{Credit accounts concerned.)

Postings of debit entries are made
from individual entries in the debit

Expense column in the journal.

1. The debit balance shown in
this account at the end of
a fiscal peried, thus clos-

mg it.

(Debit Net Trading and Sun--+
dry Operations—Loss and
Gain.}

Note.—In the event no
credit Expense column is
prawdedmthe Journal, post-
ings are made from indi-
vidusl entries in the credit
General Ledger column.

Postings of credit entries are made
from individual entries in the credit
Expense column in the journal.

This account is opened to carry miscellaneous administrative ex-
penses which individually are not of sufficient importance or signifi-
cance to warrant separate accounts. Postings, however, are indi-
vidual entries and if properly described in the general ledger account
&n analysis is easily obtainable for statement purposes.

Loss From Bap Dests (8.5D)

Debit:

1. The smounts appropriated
to the reserves for doubtful
accounts, notes and other
receivables. (See explana-
tion below.)

(Credit the reserve account
concerned.)

2. The amounts of the above
type of receivables actually
charged off as uncollecti-
ble for which no reserves
were created.

{Credit receivable aceounts
concerned.)
See Reserve for Doubtful
Accounts,
Postings of debit eniries are made

from individeal eniries in the debit
Expense column in the journal.

Credit:
1. The debit balance shown in
this account at the end of
a fiscal period, thus closing
it.
(Debit Net Trading and Sun-
dry Operations—Loss and
Gain.)

Postings of credit entries are made
from individusl estries in the credit
Expense column in the journal.
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This account is opened to carry the losses from doubtful receivables
represented by the amounts epproprianted to the various reserves, as
well as receivables actually charged off for which no reserves were
created. It should be the practice to establish reserves adequats to
cover all probable losses of this nature. The following ars itema to be
considered: Notes receivable, accounts receivable, mortgages receiv-
able, judgments, seed liens, edvances, accrued storage receivable,
necrued interest receivable, accrued miscellaneous receivable, ete,
The acerued items considered uncollectible are not treated as bad
debts unless these items have actually been debited fo the patrons’

accounts.

Ses credit No. 1, Storage—Income account.

Losses on investments, closed bank account and uncollectible rail-
road claims are not carried in this account. See Extraordinary Losses
and Loss from-Leskage and Damsage in Transit aceounts.

Nonoperating Income and Deductions from Income

InTEREsT EARNED (0.11)

Debit:

1. At the beginning of each fs-
cal period, the balance in
the Accrued Interest—Re-
ceivable eccount at the
close of the preceding fiscal
period.

{Credit Accrued Interest—
Recelvable.)

2. The amounts of any interest
paid out of interest re-
ceived.

(Credit accounts concerned.)
Nore. — This applies in
cases of interest paid to
members on funds left with
the company that are on de-
posit with grain commission
companies and on which the
company receives a higher
interest than it pays. It
does not include sny other
interest paid by the company,
See Interest Paid Account.

Credit:

1. The amounts of all intersst
actually collected and in-
tersst credits reported by
banks, eommission com-
panies, etc.

(Debit Cash in Bank, Ac-
counts Receivable — Com-
mission Companies, or
other accounts concerned.)

2. The amount of interest set
up as sccrued which is
later debited to the ae-
count of the debtor.

{Debit the receivable ac-
count concerned.)

3. The amount of inferest re-
ceivable that is accrued at
the end of a fiseal period.

{(Debit Accrusd Interest—
Receivable.)
Note.—Obviously, any ac-

crued interest reported by the

bank, commission companies
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InTEREST (EARNED) (9.11)—Continued

Debit:
3. The credit balance shown in
this account at the end of
a fiscal period, thus closing
it.
(Credit Net Income and
Loss.)

Postings of debit enfries are made
from individual entries iz the debit

General Ledger column in the journal.

Credit:
or others, which has been
debited to those accounts
before the books are closed, .
will not be included in credif,
No. 2 sbove.

Postinga of credit entries are made
from individusl entries in the credit
General Ledger column in the journal.

This account is opened to carry all interest earned by the company
and should not be debited with any interest paid out except under
certain unusual circumstances where interest earned happens to be
on funds that belong to members and patrons rather then to the
company. Interest income and interest paid should be shown sepa-

rately in the operating statement.

Discounts Earnep (9.12)

Debit:

1. The credit balance shown in
this account at theend of &
fiscal period, thus closing
it.

{Credit Net
Loss.)

Income and

Postings of debit entries are made
from individual entries in the debit
General Ledger column in the journal

Credit:

1. The smounts of cash dis-
counts taken on discount-
able invoices,

(Debit accounts concerned.}

. The amounts of trade dis-
counts earned becsuse of
quantity purchased.

(Debit accounts concerned.)
Nore.—Cradit No. 2 does

not include discounts on mer-

.chandise regularly invoiced
at a discount off basis. These
discounts are treated 83 de-
duction from the cost of the
particular merchandise con-
cerned and should not be
recorded in the ledger ac-
counts,

Postings of credit eniries are made

from Individual entries in the credit

General Ledger coluran in the journal,
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DivipEnps Eanwen {9.13)

Debit:
1. The credit balance shown in
this account at the end of
a fiscal period, thus closing
it.
{Credit Net Income and
Toss.)
Postings of debit entries are made

from individual entriea in the debit
General Ledger column in the journal

Credit:

1. The amounts of any divi-
dends earned by the com-
pany.

(Debit accounts concerned.)

Postings of credii entries are made
from individual entries in the credit
General Ledger columsn in the journal.

Rerunos RE

CEIVED (2.14)

Debit:

1. The credit balance shown in
this account at theend of a
fiscal period, thus closing
it.

{Credit
Less)
Poatings of debit emiries are made

from Individual entries in the debit
Generai Ledger column in the journal.

Net Income and

Credit:
1. The amounts of refunds re-
ceived by the company.
{Debit accounts concerned. )

Postings of credit entriea are made
from individual entries in the credit
General Ledger column in the journal,

Rext Inco

ME (9.15)

Debit:

1. The credit balance shown in
this account at theend of a
fiscal period, thus closing
it.

(Credit Net Income sand
Loss.)
Postings of debit entries are msade
from individual entries in the debit
General Ledger oolumm in the joumal,

Credit: .
1. The amounts of remi re-
ceived by the company.
{Debit accounts concerned.)

Poatings of credit entries ars made
from individual ectries in the credit
General Ledger column in the journal.
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Bap DeBTs CorLrECcTED (9.16)
Debit: Credit:

1. The credit balance shown in
this secount at the end of a
fiscal period, thus closing
it.

(Credit Net Income and
Loss.)

Postings of debit entries are made
from individusl entries in the debit

General Ledger column in the journal.

1. The amounts collected on
receivables previously
charged off as uncollect-
ible.

{Debit Cash or other sc-
counis concerned.)

See Loss from Bad Debts
aceount,

Postings of credit entries are made
from individual entriez in the credit

Y

- | General Ledger column in the journal.

IncoME anp Exrexse—DweLLiNGgs (9.17)
{Loss and Gain)

Debit:

1. The amounts appropriated

to the reserve for depre-
. ciation of dwellings.
{Credit Reserve for Depre-

ciation—Dwellings.)

2. The cost of any repairs, in-
surance, taxes, and other
expenses in connection
with dwellings owned by
the company.

{Credit accounts concerned.)

3. Any credit belance shown
in this account at the end
of & fiscal peried, thus
closing it.

{Credit Net Income and
Loss.)

Postings of debit entries are made
from iIndividual entries in the debit.

General Ledger column in the journal.

Credit:

1. The amount of the esti-
mated monthly rental
value of dwelling owned by
the company and furnished
free to the menager.

{Debit Salary and Allow-
ances—Manager.)}

2, The amounts of any income
from dwellings owned by
the company and rented
out to others.

{Debit General Cash.)

3. Any debit balance shown in

this account. at the end of

& fiseal period, thus closing
it.
(Debit Net Income and

Loss.)

Postings of credit eniries are made
freom individual entrjes in the credit
Genera]l Ledger column in the journal.

This account is opened to carry all expenses and income connected
with dwellings owned by the company, including the estimated rental
value whers the building is occupied by the manager. See Salaries

and Allowances—Manager,
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Casr OVERAGE AND SHORTAGE (9.18)

Debit:

1. The amounts of any short-
ages in cash as a resuif of
differences in the General
Cash sccount and the
amount of cash on hand,
excluding petty cash fund.

(Credit General Cash.)
Nore.—See Shortages—

Employees account for other

cash shortages. .

2. Any credit balance shown in
this account at the end of
a fiscal period, thus closing
it.

(Credit Net Income and
Loss.)

Postings of debit entries are made
from individual entries in the debhit
General Ledger column in the journal.

Credit:

1. The amounts of any overages
in cash as & result of
differences in the General
Cash account and the
amount of cash on hand,
exclading the petty cash
fund.

{Debit General Cash.}

2. The amounts of any re-
coveries or adjustments by
which previous shortages
are reduced.

{Debit accounts concerned.)

3. Any debit balance shown in
this account at the end of 2
fiscal period, thus closing
it.

{Debit Net Income and
Loss.}
Postings of credit entries are made
from individual entries in the ecredit
Expense column in the journal.

This sccount is opened to carry any unexplainable overages and
shortages indicated by differences between the General Cash account
and the amountof cash on hand. At the close of a fiscal period, a debit
balance represents an item of expense whereas a credit balance is

treated as miscellaneous income.
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Stnpry NoNoPERATING INcoME (9.19)

Debit:

1. The credit balance shown in
this account at theend of &
fiseal period, thus closing
it.

(Credit Net Income and
Loss.}

Postings of debit entries are made|

frem individual entries in the debit
General Ledger column in the journal.

Credit:
1. The amounts of all nonop-
erating income for which
no special account has been
opened.
{Debit accounts coneerned.)

Nore.—Items credited to
this account may include
rent, dividends received, re-
funds, and other sundry non-
operating income if separate
accounts are not provided or
warranfed for these items in
the ledger.

Postings of eredit entries are made

from individual entries in the credit
General Ledger column ia the journal.

This account is opened to carry various income items which indi-
vidually are not of sufficient importance or significance to warrant

separate accounts in the general ledger.

Postings, however, are

individual items and if properly described, sn annlysis is easily obtain-
able from the ledger account for statement purposes.

ExTraorniNary Gains (9.1A)
(This account is shown for illustrative purposes)

Debit:

1. The amounts of any refunds
or adjustments in connec-
tion with items credited to
this account.

(Credit accounts concerned.)

2, The eredit balance shown in
this account at the end of a
fisenl period.

{Credit Net Income and Loss
or Surplus as the case may
be.}

Postings of debit eniries are made
from individual entries in the debit
General Ledger column in the journal.

Credit:
1. The amounts of any unusual
nonoperating gain.,
{Debit accounts concerned.)
Nore—See Loss and
Gain—Elevator Buildings
Sold or Destroyed account.
See explanation of Extraor-
dinary Loss account.

Postings of credit enfries are made
from individual entries in the credit
General Ledger column in the journal.
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An extraordinary gain account is opened for the purpose of evi
dencing on the books in a separate account any nonoperating gain of
unusual nature that it is desirable to show in the operating statements
or may be subject to income taxes. If the gain is definitely & capital
gain and not subject to income taxes it may be carried directly to
Surplus.

The following ere possible items for which an extraordinary gain
account mey be opened on the books:

Collections on defaulted subscriptions receivable to capital stock
that are not refunded.

Collections on defaulted capital steck notes receivable that are
not refunded.

Gains resulting from buildings, equipment, and land sold or de-
stroyed.

Capital stock donated to the company.

Cains realized from sales of investments.

Gains resulting from & reduction in the par value of capital stock
outstanding.

Loss inp Gain—Eirevaror Bumpines Sonp oR DESTROYED
{This account is shown for illustrative purposes)

Debit:

1.

The total cost of elevator
buildings sold.
{Credit Elevator Buildings.)

Credit:
i. The amounts realized frem

sale of elevator buildings.
(Debit accounts concerned.)}

2. The total cost of elevator . The smount of reserve for

buildings destroyed. depreciation applicable to
{Credit Elevator Buildings.) elevator buildings sold.

8. The original cost of parts of (Debit Reserve for Deprecia-
elevator buildings destroy- tion~—Elevator Buildings.)
ed. ) . The smounts of insurance

{Credit Elevator Buildings.) collected on elevator build-

4. The original cost of parts of ings destroyed.

elevator buildings replaced.
(Credit Elevator Buildings.)

(Debit accounta coneerned.)

. The amount of reserve for

5. Any credit balance shown in depreciation applicable to
this account &t the end of elevator buildings destroy-
a fiscal peried, thus closing ed.
it. {Debit Reserve for Deprecia-
* {Credit Net. Income and Loss tion—Elevator Buildings.)

or Surplus as the case may
be.)

273504 —30—14

. The emount of any salvage

value of elevator buildings
destroyed.
{Debit accounts concerned.)
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Loss aND GaiN—ELevaToR BuiLbings Sorp or Desrrovep—Con.

(This account is shown for illustrative purpos’es)

Debit:

Postings of debit entries are made
from individual entries in the debit
General Ledger column in the journal.

Credit:

6. The amount of reserve for
depreciation applicable to
parts of elevator buildings
replaced.

{Debit Reserve for Deprecia-
tion—Elevator Buildings.)

7. The amount of any salvage
value of parts of elevator
buildings replaced.

{Debit accounts concerned.)

8. Any debit balance shown in
this account at the end of
& fiscal period, thus closing
it.

(Debit Net Income and Loss
or Surplus as the case may
be.)

Postings of credit entries are made

from individeal entiries in the credit
General Ledger eolumn in the journal,

This account is opened to carry all entries necessary to determine
the net book loss or gain resulting from the indiéated transsctions,
and as a medium by which these results are cleared to Net Income and
Loss or Surplus. If, at the end of s fiscal period, insurance claims
are not settled, the insurance company should be debited and this
account credited with the estimated amount of the claims. Any
necessary adjustments following settlement are cleared through this
account and the other accounts concerned. See Elevator Buildings

account, :
InTEREST Palp (9.21)
Debit: Credit:
1. The amounts of all payments| 1. At the beginning of each
of interest. fiscal period, the balance

(Credit accounts concerned.)

2. The amounts of all adjust-
ments of interest payable
items thet are adjusted by
journal entries, such as
credits to Grain Commis-

shown in the Acecrued In-
terest—Payable account at
the close of the preceding
fiscal period.

{Debit Acecrued Interest—
Paysble.)
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InteresT Parp (9.21)—Continued

Debit:
sion Company and Bank
accounts for interest
charges reported by these
agencies.
{Credit accounts concerned.)
- 8. The amounts of discounts on
notes and other receivables
diseounted.
{Credit account concerned.)
4. The amount of accrued in-
terest payable at the end
of & fisesl period.
{Credit Accrued Interest—
Payable.}
Postinga of debit eniries are made

from individual entries in the dsbit
General Ledger column in the journal.

Credit:
2. The debit balance shown in
this account at the end of
5 fiscal period, thus closing
it.
{(Debit Net Income and
Loss.)

Postings of credit entries are made
from individual eniries in the eredit
General Ledger column in the journsl.

. Under the procedure outlined above, all payments of intersst are
debited to the Interest Paid account; therefore, the balance shown
in the Accrued Interest—Payable account is always transferred as &
eredit to this meccount at the beginning of & new fiscal period.

SunprY NoNOPERATING CHARGES (9.22)

Debit:

1. The amounts of any no=n-
operating cost ilems for
which separate accounts
are not opened.

{Credit accounts concerned.)

Postings of debit entrles are rmade
fram individual entries in the debit
General Ledger cclumn in the journal.

Credit:
1. The amounts of any credits
to nonoperating cost items.
(Debit accounts concerned.}
2. The debit balance shown in
this account a4 the end of

& fiscal period, thus closing
it.

{Debit Net Income and
Loss.}

Postings of oredit eniries are made
from individual entries in the credit
General Ledger column {n the journal,
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ExTtaaoRDINARY Losses (9.23)

(This account is shown for illustrative purposes)

Debit: Credit:
1. The amounts of any unusual{ 1. The amounts of any re-
nonoperating losses. coveries applicable to the
{Credit accounts concerned.) losses debited to this ac-.
Note—The nature and count if coliected belore
amount of the loss should the account is closed.
determine the bookkeeping Later recoveries are han-
procedure. See Less and dled through a special gain
Gsin—Elevator Buildings account.

Sold or Destroyed account. (Debit accounts concerned.}
Nore.—Generally this loss

account is opened to carty -
only the unrecoverable Joss.
There 1s always, howerver,
a possibility of a further
recovery; thus provision is

made for the above credit

entry.

2. The debit balance shown in
this account at the end of

a fiscal period, thus closing

it.

{Debit Net Income and Loss
or Surplus as the case may
be.)

Nore.—See explanation
below relative to losses that
are direct charges to Surplus.

Postings of debit entries are made| Postings of credit entries are made
frem individual entries in the debit|from individual entries in the credil
General Ledger column in the journal. | General Tedger column in the journal.

An extrasordinary loss account is opened for the purpose of evi-
dencing on the books in a separate account any nonoperating loss of
unusual nature that it is desirable to show in the operating state-
ments, or may be a deductible item in computing income taxes.
Where such accounts are opened they should be classified to indicate
the nature of the loss or if one account is used to earry all such losses,
entries should be clearly described to permit an analysis. If the loss
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is definitely a capital charge and should not be deducted from incomne,
the account may be closed directly to Surplus rather than to the
Net Income and Loss account. Large losses may be trested as
deferred items and charged off over a period of years,

The following are possible items for which an extraordinary loss
account may be opened on the books:

Unrecoverable loss resulting from closed bank.

Losses resulting from sales of investinents.

Losses resulting from investments charged off as worthless,

Losses on buildings, equipment, snd land sold or destroyed.

Losses on grain and merchandise destroyed.

Adjudicated liability and damage claims against the company not
covered by insurance,

Losses due to dishonesty of employees.

Capital stock credits receivable charged off as worthless.

Patronage dividends receivable charged off as worthless.

Bacance Szrer ITEMS
(For which no corresponding account is opened in the general
ledger)

BANE OVERDRAFT

This lability indicates & eredit balance in the bank account and
obviously would not be set up as a separate account in the general
ledger.

CHECKS OUTSTANDING

The appearance of this item on the Balance Sheet under this classi-
fication is dus to a method of bockkeeping peculisr to local elevators
in certain areas. It is & result of local producers holding checks,
received in payment of grain, over & long period. Often these checks
are issued in the form of drafis against grain firms with whom the
local elevator has an open credit account; it may also apply to checks
issued against the local bank, but the local elevator shows on its
Balance Sheet the balance reported by the grain firm or the bank
rather than the balance reflocted in these accounts on its own books,
thus making it necessary to reflect Qutstanding Checks on the Balance
Sheet as a liability.

Recognition of this account is indicated here because of the general
practice of elevator accountants to record these items on the Balance
Sheet under this classification. Manifestly, the elevator company is
liable for ultimate payment of these checks and drafts, but from an
accounting standpoint, particularly in cases where financing arrange-
ments are evidenced by written agreemenis, thess items should be
reflected in the sccount or accounts against which the checks are
drawn, .



210 FARM CREDIT ADMINISTRATION

DRAFTS ON CARB IN TRANSIT

This item appears on the Balance Sheet merely for the purpose of
recording the liability under this classification, rather than in the
sctual book balence shown in the account with the grain firm against
whom the drafts are drawn or as & deduction from the inventory of
grain in transit. It results from drafts drawn sagainst shipments in
transit which have been debited to the Cash in Baok account but are
outstanding at the close of the fiscal period. The grain in transit is
earried in the inventory account at full value.

CREDIT BALANCES —ACCOUNTS RECEIVABLE

In many cases it is 8 common practice for producer patrons to
refrain from taking payment for grain at time of sale to the company.
Instead, the proceeds ofter are credited to the pairons in the Accounts
Receivable ledger in the same manner as psyments on accounts,
This frequently results in credit balances in these accounts at the
end of a fiscal period and in the summation of accounts receivable,
they are treated as deductions. As a result of this method of book-
keeping, accounts receivable are often inaccurately presented in the
Balance Sheet. Obvicusly, this does pot reflect the facts because
such balances are definitely liabilities and bear no relation to debit
balances in the regular accounts receivable.

It is not necessary to reflect these liabilities in a general ledger
aceount but it is desirable that they be shown as such in the Balance

Sheet, thus promoting a correct statement of the asset Accounts
Receivable.

ACCOUNTS PAYABLE—GRAIN COMMISSION COMPANIES

See Accounts Receivable—Grain Commission Companies.

The above item reflects a credit balance in the grain commission
companies accounts, which generally are operated in the general
ledger as accounis receivable.

Tt is & common practice of local elevators to finance their operations
by the device of an open credit account with grain commission firms.
Usually such arrangements are not made with more than one firm
during a fiscal year. Thus, the account with the commission com-
pany, in principle, is operated in the same manner as the Bank ac-
count. Under this plan, the account is credited with checks or drafts
drawn against the commission company and debited with the proceeds
from shipments. Obviously, under this arrangement it is not neces-
sary to maintain both receivable and payable accounts in the general
ledger. Regardless of financing arrangements, it is a customary
practice to draw drafts against all shipments of grain; therefore, the
accounting procedure in operating all grain commission company ac-
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counts is generally the same. The balances shown in the accounts
at the end of & fiscal period reflect assets or liabilities, as the case
may be.

In cases where the local elevator ships grain to many firms during
o season, it may be advisable thet the geperal ledger account be
operated as a control of the separate sccounts kept with the grain
firms in o subsidiary ledger. Under this arrangement, the summa-
tion of debit balances in the accounts will be shown on the Balance
Sheet as an asset and conirariwise the summation of credit balances
will be refiected as a liability.

(See Shipment and Sales Journal.)
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Yedger _ . e 41
mortgage. . . __________.___. e e 79, 149
officials and membere. . ____________________ .. ______ 79, 132-133
trade oo 78, 131-132
receivable;
diseounted o s 79, 135
edger o 40
oI e .« e et 78, 108
officiale and employees. - o _____ .. e 77, 04

trade. combrol. o L. e 77, 81-83
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Notice: Page
of cancellation of storage contracts__ ... . 12
to weighmaster .. . e eicmmime—ama 11
Oste:
purchases . _ . _ e iicaeaa 48, 54, TG, 80, 188
males - 54, 80, 169
Office
BEPRTER . o e veccmm e m e e e e meemmmmem e 56, 81, 154
furniture and equipment ________ ... 78, 125
supplies and postage. __ . _ oo 56, 81, 193
Open trades:
BB meee_ . 47, 70,77, 81
YOR8 e 47,70, 79, 138
Openingentries_ __________ .. T0-73
Patronage and dividend record. . .. .. .. . .o l____ 4344
Petty eash_ o e m e 85-88
P oatingS . oo e cemmemaeemmmamamm o c e m e memame—n 15
Power, light, water, and heat__ __________________.____. 51, 56, 71, 72, 81, 183
BeOTUEd . e m e emmm—m—————— 79, 143
Preclosing journal entries_ ___ . e ... 46-58
Preclosing trisl balance____ _ . iiccmcnccmeaaa 45-45
Prepaid:
X PBIBBE o e e 50-51, 131
insurance and bonds. _ . __ __ ___ _______________ o _______ 51, 78, 128-129
salaries and wages_ . ___ e T8, 127-128
Price, eales. oo .. el 23,26
Primary formeand records________________________________________... 7
Property record. e e—am 41

Purchases and sales record. (Ses Cash journal and purchases and sales
record.)

Radio queotation blank ____ __ .. ________ . _____..___ 12
Railroad elaims_ . ... . .. 12, 53, 78, 118-119
Receipt forlost tickeb . __ i2
Recordsa: :
suxiliary and memorandum.___. ... ________________ e mmm—————. 30
doubleentry__ L eiiecuemmemm—a- 4
grain delivered . - . mm—am—o 10
grain purehases. . _ e ieca- 13, 14, 238
grain shipments and sales__ . __ .. ... 13,14 25
conditional grain purchase contraets. _ _ . _____ ... .. _________.__._ 36
unconditional grain purchase contracts_ .. ___. ... . ______._._ 35
hedging operations. .o . _____ o _________. 13, 32
ccealestparrive . Lo L. L .. a2
storage tickets issued, purchased, and outstanding. - ____.__________ 31
Refunds:
recelvable L ememaan 49, 57, 71, 201
accrued, gas tax, eto. e 77, 106
Eeoeived . L e mmm e 82, 201
Register, (See Notes payable ledger and Notes receivable ledger.)
Remittance blank e 12
Rent:
IMeOme. o iecemmcmana 57, 82, 201
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Page
Reopening the Jedgers oo oooeoo e 70-73
Repairs:
elevator buildings, machinery, and equipment. .. ________ 56, 81, 184
other buildings, machinery, and equipment. ..o oo 56, 81, 185
Report of shipment or weighing and loadiag report. ... ._____ 11
Reserve(s):
doubtful acecunts receivable . L L L __ 48, 53, 77, 97
doubtful advances . . 104~
funds inclosed bank________ .. ...... m—mmmmemm——————— 48, 53, 78, 118
sundry contingeneies________ . .o 59, 7¢, 148
liability on purchase contracts________________________.__._____. 59, 79, 147
uncompleted contrects_ __ .. _______________________________. 59, 79, 147
dividends deferred__ __________ 59, 79, 147
edueational fund_______ _ _ ______ e 89, 79, 148
doubtful investments_____ . ____.___ 48 53, 78, 111
doubtful trade notes receivable____________________________ 48, 53, 77,94
doubtful railread elaims___________________________ _______ 48, 119120
aipkingfund . ... e . 58-59, 80, 157
special and adjustments.. ... . _____ ____________ L __ 5858
At Oy e acecmccmcm———————— 59, 80, 156
Federal income taxes_ . oo e iimm————————— 58,79, 138
State incometaxes .. ______________________________.____ 58, 79, 82, 132
for deprecistion: .
assets, sundry fixed . . e micaamaao 81,127
auntomebiles .. ... 50, 78, 127
dwellings_ o ______ 78,122
elevator buildings__________ oo 78, 81,125
elevator machinery and equipment__________ ... __._.__ 50, 78, 81,126
otherbuildings___. ... ______________________________ 50, 78, 81, 128
other machinery and equipment______________________ 50,78, 81,128
office furniture and equipment____ .. __________________ 50, 78, 81, 126
trucks, tank wagons, and transports. .o oo 50,78
- Rye:
purchases_ _____ . 48, 54, 70, 80, 168
sales . e 54, 80, 169
Salary (ies}):
and allowances, Manager. ... __________.______________ 56, 81, 179181
and wages:
Beeed. oo b1, 79, 142
elevator . ____________ . . 51, 56, 72, 8L, 181
office .. e mmm———nn 51, 58, 72, 81, 182
otheroperating___ ._____.________________________ 51, 56,72, 81, 182

operating and administrative, and expense. $6-67, 76, 77, 81-82, 178-189

Sales, miscellaneous merchandise_ . ___ ___ _____ . 21
Seveenings________.._.________.____________ oo 170
. Sse alse Inventory.
Beed:
T 77,82 99
purcheses__________________________ 71, 80,173
releaseform.___________ .. 12,55
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Bhipment: Page
BOICB . o e e e e mc e c e e c e et mememmemmmmemm—m—m——— 11
DUMbeT . e e hemmcmmmm—mm - 25

Shortages, employees______ ____ e maa 78, 120

Shrinkage and-acale loss:

BTBID e e eam e mm B2, 54, 81, 189
merchandise. - . oo oo mcamn- B2, 56, 81, 150

Sorghum
purchases________._____._. .. . _____ 4R, 54, 70, 80, 168
BRIEB . e e 54, 80, 170

Spelt:
purchases _ e icciiiean 48, 54, 70, 80, 168
BRIOR . L et it m e namme—————— 54, 80, 170

Statement, operabing i cacmmm——m————— 3

Stockbolders’ Jedger. e cccman——a— 42

Btorage:
expenss, terminal .o cceamaana 56, 81, 187
receivable, aeorued e 79, 105

Surpluserdefieit_____________ . ______________________ 58, 64, 80, 82, 158-159
Ser alas Capital stock, reserves, and surplus.

Tank wagon:
eommissions, payable. e eemecmemmen- 144-145
EEPBDBG - L e i m e e e c e mmm e e mmmmmmmee———emmemam—— 56
EroB8 eBYDIngs. L oo ecammmm——= 55
See also Trucks, tavk wagons, and tranapords. .. ________ 127

Tax{es):

BAIEE L oo eerimmmmm————- 21, 79, 137138
‘social seourity - .. 51, 72, 79, 82, 138, 195-198
BCCTRBA - o o e e mmmmmmmememm——a——n 79, 143
other, and licenses. _._______._ . .. . eeseenacea 52, 56, T2, B2, 196
BT . e e e e mmm 79, 143

Telephone and telegraph._ .. . 52, 56, B1, 194
BOOUEd e o o o e oo e e mm———— 79, 144

Tickst:

OleBDIRE .« e e o erem——————————— i2
Boale . e eimmmmememm——mammm—m——— 7-9, 19
B OTBEO . me i emtmmmem—e——mmmm—m————— 89 19
BBleE e aeimmemememmrommmmmmmmmmmmmmn 10
statement of outstanding storage_ _____________ o .o__._.- 4

Time eertificates, members and patrons_ . _ ... ccicceccecaoao 44,79, 145

Trading and sundry operations. ______ _____ . oocoeaaa. 78, 80-81, 161-177

D AN S o o o o e e e e m 56, 177
Ses also Truocks, tank wagons, and tmnspor%a.

Triad balance, after closing. .. ... .. .. . e mmmcmemceccmeeoe iR

Truock{s):

BYOBS CRY TN ER . _ e mmmmemme e am—mman—= b5, 81, 177
tank wagons and transporis_ . . ..iceecmcccmmcsccmamman 78, 81, 127

Twine and bags:
edita ot U 55, 71, 80, 178
SABE L L e m e —————————— 55, 80, 174

Wages. (See Salaries and wages.)

3 389°—39—18
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Weight: Fage
shippers_ _ e e 25
statements . _ e icaaa 4 63, 68-69
terminal __ _ e 27

Wheat:
purchases______ .. 15, 18, 25, 48, 54, 70, 80, 165-167
sales_ e 22, 80, 168-169

Wood:
purchases_________________________ . ___ 55,71, 80,173
sales e 55, 80, 174
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