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PREFACE 

IT IS now somewhat more than ten years since the publica­
tion of the first edition of Principles of Accounting. Those 

familiar with the original edition will find that, in the present 
revision, the sequence of subjects has been considerably 
changed; the treatment of several subjects has been amplified: 
certain other subjects, many of which are now dealt with m 
the author's Princ'iptes of Accounting, Introducwry, have 
been omitted, or the space devoted to them has been reduced 
and all problems and questions have been allocated to thE 
chapters to which they primarily pertain. 

Grateful recognition is here given to those who have taugh1 
from the original edition and who responded to the author'~ 
request for suggestions as to this revision. 

If the names of persons or companies in this book bear 
any similarity to those of actual persons or companies, the 
similarity is fortuitous. 

H. A. FINNEY 
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Appropriations, 521 
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Balance sheet: 
consolidated, 195 
financing purposes, 404 
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Bankers' bills, 417 
Bankruptcy, 124 
Bills of exchange, 417 
Bond fund, 535 
Bonds, inter-company, 249 
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Box, 574 
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agencies, contrasted, 181 
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current account, 187 
defined, 181 
fixed assets, 192 

foreign, 417 
foreign, 432 
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Brokerage accounting (see Stock 
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Broker's services to customers, 571 
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Charge and discharge statement, 485 
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Composition with creditors, 125 
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deduction from goodwill, 207 
goodwill, 203 
inter-company accounts, 210 
inter-company bonds, 249 
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inter-company notes discounted, 

247 
inter-company profits, 272 
investment carried at cost, 231, 280 
minority interest, 199 

subsidiary deficit, 261 
minor parent company, 304 
no-par stock, 265 
ownership required, 280 
preferred stock, 266 
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Consolidated balance sheet (cont.): 
purchases of subsidiary: stock, 289, 

350 
purposes of, 196 
reciprocal stockholdings, 319 
sales of subsidiary stock, 295 
stock acquired from subsidiary, 279 
stock dividends, 263 
subsequent to acquisition, 213 
subsidiary earnings available for 

parent's dividends, 282 
subsidiary surplus or deficit, 197 
working papers, 195, 256 

Consolidated profit and loss state­
ment, 331 

Consolidated surplus statement, 331 
Consolidated working papers: 

from statements, 331 
from trial balances, 347, 376 

Consolidations, 385 
adjustments of earnings, 386 
payments for acquired companies, 

388 
bonds, 401 
common stock, 389 
no-par stock, 395 
preferred and common stocks, 391 

valuation of assets, 386 
Conversion: · 

foreign branch, 437, 446 
foreign exchange, 410 

Corpus, 467 

D 

Death of partner, 36 
Deduction from goodwill, 207 
Deficiency account, 132 
Delayed delivery, 586 
Delayed receipt, 588 · 
Del credere agent, 571 
Demonstrative legacy, 469 
Depreciation, est-ate, 477 
Descent laws, 465 
Dissolution of partnership, 19 
Distribution of estate, 465 

. Dividends: · 
accrual in estates, 474 
receivable, 591 
unclaimed, 592 

Division of partnership profits, 2 
Documentary bill, 418 
Dual account system, 553 

E 

Encumbrances, 523 
Estate accounting, 465 

accrual of income, 473 
assets, 466 
cash, 478 
classification of receipts and dis-

bursements, 475 
closing books, 487 
corpus, 467 
distribution of assets, 465 
entries, 480 
impairment of principal, 477 
income and expense, 472 
inventory, 466 
legacies, 469 
liabilities, 468 
principal, 467 
principal and income distinguished, 

472 
statements, 485 
trusts, 470 

Estimated revenues, 521 
·Executor, 465 

F 

Failure to deliver, 585 
Failure to receive, 587 
Federal Reserve, 559 
Financing, balance sheet giving effect 

to,404 
Fire insurance, 98 
Fire Loss account, 102 
Fixed and variable expenses, 503 
Fixed assets: 
. branch, 192 

inter-company profits in, 275 
Floater policy, 101 
Foreign: 

bills of exchange, 417 
branches, 432 
correspondent, 428 
exchange: 

arbitrage, 412 
bank accounting, 428 
bills, 417 
cable transfers, 417 
conversions, 410 
current rates, 411 
fluctuations in rates, 422 
futures, 426 
gold points, 424 
gold standard, 424 · 
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Foreign exchange (cont.): 
inter-country claims and settle-

ments, 413, 419 
interest, 427 • 
letters of credit, 418 
par rates, 408 
triangular parity, 412 

factory, 451 
purchases, 431 
purchasing agency, 451 
sales, 432 
sales agency, 449 
subsidiary, 454 

Freight on branch shipments, 193 
Funds (Public accounts), 519 

assessment, 541 
bond, 535 
expendable, 520 
general, 522 
revenue, 520 
revolving, 520 
sinking, 538 
special, 530 
special assessment, 541 
stores, 533 
trust, 544 
working capital, 520 

G 

General fund, 522 
General legacies, 469 
Gold points, 424 
Gold standard, 424 
Goodwill: 

consolidated balance sheet, 203 
deduction from, 207 

' partnership, 24 
Governmental accounting, 519 

H 

Holding company, 195 
Home office, 184 

' 

Impairment of estate, 477 
Income, estate, 472 
Incorporation of partnership, 44 
Insolvency, 123 
Insolvent partnership, 63 
Installments, liquidating partnership 

in, 67 
Institutions, 519 

Insurance: 
boiler explosion, 119 
co-insurance clause, 98 
contribution clause, 100 
employers' liability, 116 
fidelity bonds, 119 
fire, 98 
fl.oater policy, 101 
life, 105 

cash and loan values, 106 
losses, 101 
marine, 120 
plate glass, 120 
profit, 121 
public liability, 120 
register, 121 
riot and civil commotion, 119 
sprinkler leakage, 119 
unexpired, 104 
use and occupancy, 118 
workmen's compensation, 116 

Inter-company bonds, 249 
Inter-company notes discounted, 247 
Inter-company profits: 

construction, 275 
inventories, 272 

Interest: 
estate accruals, 473 
partners' accounts, 9 

Interlocking directorates, 384 
Inventory: 

estate, 466 
estimated, 102 
gross profit method, 102 

J 

Joint stock company, 1 
Joint venture, 83 

L 

Legacies; 469 
Letters of credit, 418, 564 
Liabilities: 

estate, 468 
having priority, 127 
preferred, 129 

Life insurance, 105 
Life tenant, 470 
Liquidation accounting, 123 
Liquidation of partnership, 51 

in installments, 67 
Loan value, life insurance, 109 
Long,575 · 
Long bills, 417 
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M 

Margin, 581 
Margin records, 592 
Marine insurance, 120 
Memorandum Capital account, 162 
Mergers, 385 
Minority interest, 199 
Municipal accounting, 519 

subsidiary deficit, 261 

N 

Nostro accounts, 428 

0 

Offset, right of, 56 

p 

Parent and subsidiary accounting, 195 
Partially secured liabilities, 131 
Partner: 

admission of, 21 
bonus to, 16, 25 
death of, 36 
retirement of, 33 
retiring, liability of, 35 
trading accounts, 595 

Partnership: 
articles, 1 
bankruptcy, 20 
bonus, 16, 25 
closing books, 2 
definition, 1 
dissolution, 19 
division of profits, 2 
drawings and salaries, 12 
goodwill, 24, 34 
incorporation, 44 
insolvent, 63 
installment liquidation, 67 
interest on capital, 9 
investment in, 23 
limited, 1 
liquidation, 51 
organization, 1 
profits: 

division of, 2 
estates, 474 
prior periods, 18 
sale of business, 43 

salaries and drawings, 12 
sale of, 39 

Position book, 576 
Preferred creditors, 127 
Preferred liabilities, 129 
Priority of liabilities, 127 
Profit insurance, 121 
Property accounts, 546 
Proprietary accounts, 553 
Public accounts, 519 

balance sheets, 549 
classification of funds, 519 
closing, 530 
dual account system, 553 
general ledger and subsidiary ac­

counts, 526 
statements, 548 

Public benefit, 542 

R 

Rates of exchange, 408 
Realization and liquidation account, 

159 
continued operations, 167 

Realization, liquidation, and opera-
tions statement, 173 

Receiver's accounts, 145 
Receivership in equity, 126 
Receiver's statements, 155 
Reciprocals, 196 
Remainderman, 471 
Rents, estate, 474 
Reserve for encumbrances, 523 
Reserves: 

exchange, 444 
in statement of affairs, 133 
inter-company profits, 273, 376 

Residuary legacies, 469 
Revolving funds, 520 

s 
Salaries, 'paftners', 12 
Securities, accounting for: 

entries, 577 
position, 574 
records, 57 4 

Short, 575 
Short bills, 417 
Short sale, 583 
Sinking fund, 538 
Special assessment fund, 541 
Special fund, 538 
Specie points, 424 
Specific legacies. 469 
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Statements: 
affairs, 126 
appropriations, 548 
partners' capitals, 17 
realization, liquidation and opera­

tions, 173 
realization of revenues, 548 

Stock allotment in merger, 388 
Stock borrowed, 588 
Stock brokerage accounting, 571 

balance sheet with security values, 
599 

cash purchase, 579 
dividends receivable, 591 
margin purchase, 581 
margin records, 592 
money and security records, 574 
short sale, 583 
summary of accounts, 596 

Stock dividends: 
estate, 476 
inter-company, 263 

Stock exchange, 572 
settlements, 576 

Stock loaned, 590 
Stores fund, 533 
Subsidiaries: 

consolidated balance sheet, 195 
earnings available for parent divi­

dends, 282 
foreign, 454 

Supplementary charges and credits, 
159 

Syndicate Securities account, 595 

Trading Securities account, 595 
Transfer, 591 
Triangular parity, 412 
Trust fund, 544 
Trusts: ' 

estates, 470 
voting, 384 

u 
Unappropriated surplus, 522 
Unclaimed dividends, 592 
Unencumbered balance, 541 
Unexpired insurance, 104 
Unsecured liabilities, 131 
Use and occupancy insurance, 118 

v 
Ventures: 

accounts, 83 
joint, 84 
uncompleted, 93 

Vostro accounts, 428 
Voting trusts, 384 

w 
Warrants, 524 
Workmens' compensation insurance~ 

116 


