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PREFACE.

HE present work was commenced upwards of two years ago, and was at that time primanly
undertaken with a view to assisting candidates for the Final Examination of the Institute
of Chartered Accountants to attain the high standard of knowledge which has been set at those
Examinations during the past few years. The pressure of other business, however, materially
interfered with its rapid progress at that time, and, in the meanwhile, there has been a general
awakening on the part of both business men and educationalists to the importance of Accounting,
which has, it is thought, still further emphasised the desirability of such a work being issued as ’
soon as possible.

The subject of Accounting has been included in the curriculum of the University ot}\
Birmingham for the Faculty of Commerce, and a very complete knowledge of the science is
required on the part of all candidates for its Commercial degrees. The University of London
has introduced ‘ Accountancy and Business Methods " asan optional subject in connection with
its Science degrees in the Economics section. Instruction in the subject has also been arranged
for by the newly founded Victoria University of Manchester, and a knowledge of Accounting
will doubtless be required on the part of candidates for its degrees in Commerce. Other
provincial Universities have also been established during the past year, and these doubtless in
due course will create Faculties of Commerce, which, in their turn, will serve to still further
diffuise a thorough knowledge of Accounts. The subject of Advanced Accounting has also
been included in the scheme of instruction undertaken by the Commercial Education Committee
of the London Chamber of Commerce ; while the standard in Accounts required by examiners
for the Institute of Chartered Accountants, and other organised bodies of professional Account-
ants throughout the United Kingdom, is steadily becoming more and more exacting.

It has been my privilege to be in no small degree associated with this movement, by being
called upon to impart instruction in Accounts in connection with certain of these undertakings,
and as a result I have been led to the belief that a work dealing adequately with the whole range
of subjects embraced would meet a want that has hitherto been experienced doubtless by other
.cachers besides myself. It might perhaps be thought that a work designed upon these compre-
hensive lines could not be equally suitable, and equally useful, to both Accountant Students and
others, who, while desiring. a knowledge of Accounts, had yet no intention of entering the
profession of accountancy? But, inasmuch as the object is in all cases presumably to acquire a
thorough knowledge gfthe science of Accounts, it is thought that the requirements of these
various classes of $ffidents, if not absolutely identical, have at least very much in common, and
are therefore caf.ple of being served from the same source. In the case of Accountant
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Students, their reading will naturally to a large extent be supplemented by practical experience,
which, (if properly guided) is perhaps the best teacher of all. In the case of others, it must be
the aim of the teacher to, so far as lies in his power, supply the place of such practical instruc-
tion, for this is a task which, it is thought, cannot be successfully accomplished by any book.

It has throughout been my aim to handle the matter in such a manner that the reader may
be inspired with a real interest in a subject which is in many quarters thought to be absolutely
uninteresting. If this object has been achieved, the Student will have already made a great step
towards a mastery of the science of Accounting ; and it is perhaps safe to say that until such an
intcrest has been aroused his progress is not likely to be rapid. If, in this endeavour to popularise
an admittedly unpopular subject, I have occasionally fallen into inaccuracies of expression, I can
only hope that these will be kindly pointed out to me by my readers, and I promise that their
suggestions shall receive my best attention in any subsequent edition.

I should like to take this opportunity of expressing my thanks to those practitioners who
have already so kindly assisted me with suggestions and information. In particular are my
acknowledgments due to Mr. Apam Murray, F.C.A., Mr. RoGer N. CARTER, F.C.A., Mr.
CHas. E. BRapLEY, F.C.A,, and the Hon. Secretaries of the various Chartered Accountants
Students’ Societies in Great Britain, who have supplied me with the material upon which
Chapters XXII. and XXIII. are founded.

The Appendix on the Law relating to Accounts, by Mr. J. E. G. bDE MONTMORENCY, B.A.,
LL.B., will, I trust, be found as interesting and as instructive to my readers as it has already
proved to myself, and will, I venture to hope, materially help to make the present work accept-
. able to Lawyers as well as to Students of Accounts. The second Appendix has been added for
the convenience of those who may wish to use the work as a text-book. The questions have,
for the most part, been extracted from the papers set from time to time at the Examinations of
- the Institute of Chartered Accountants, but also comprise some that have been set by the Joint
Examining Board of Chartered Accountants in Scotland, and some set by the Author at
Examinations held by the Chartered Institute of Secretaries, the University of Birmingham, the
London School of Economics, and other bodies. It is hoped, therefore, that they will be found
of a thoroughly representative character.

LAWRENCE R. DICKSEE.

CorruaLrL House, Lonpoxn, E.C,

Scptember 24th 1903.




“ADVANCED ACCOUNTING.

Page 6.—Six lines from end, for £1 1s. od. recad £1 0s. od.

. 15.—Seven lines from end, for £57 10s. od. read
£47 108, od.
. 20.—First column of Trading Account, for £18,525

os. od. rcad £18,225 os. od.

. 20.—Seventh column of Trading Accouunt, for £3,835
os. od. read £3,885 os. od.

Page 25.— For Purchases £76,516 2s. od. read £76,516
2s. od.

29.—For Trade Expenses {£923 15s. 6d. rcad £923
13s. 11d., and alter Difference in Exchange
accordingly.

30.—Ninth line, for £5.255 os. 5d. read £3,255 os. 5d.
88.—For this Account substitute the following:—

”

”

”»

Dr, PURCHASEK IN ACCOUNT WITH VENDOR. Cr.
e s e |l a e
902 s ¢ s < 1902 S s
Dec. 29 l To Purchase-price, as per Contract Dec. 29 | By Ground Rent from 26th to 29th | '
Sale .. .. | 5000 0 o 1 December 1902, 4 days at £50
. . l-lre Insurance p.ud in advancc ) : 1 perann. (les:taxat 1/3in the‘{) o010 3!
lO 25th March 1go3, 86 days at » 1 » Poor Rate for the 6 mont f
£3 155, per ann.. 017 i ending 25th March 1903. 01
. . General District Rate pa\d in days at {12 per 6 months .. s1y 8,
advance to 31st December ‘ v - Proiony’l‘ax for the Yearending |
1902, 2 days at [30 108, per 6 . April 1903. 6Bdays at 1'16 I ‘
months . o 6 8 ) ] per ann. ¢ 1115 o
_ 14 4 | ' — Iy 411
. " T « Balance down L4982 19 5
£5001 4 4 ' ! ! L5001 4 4
12 1903 .
Dec. 29 | To Balance down 4982 19 5 Feb.2r By Cash . .. .. ee 5,019 16 7
1903
Feg‘.) 21 ‘ » Interest to date of completion, ‘ ‘
! s4 days at 5% per ann. . 36 17 2 |
i £s.019 16 7 ' £5.019 16 7
— : |,
Page 89.—One line from end, for 6 % 1cud 5 % | Page254.— For Cash on Deposit f200,000 read Cash on
» y1.—Fifth line, for 6 % read § % 1 Deposit £20,000.
» oL.—For General Expenses £3,200 read General | » 259-—Twellth line, for £5,609 16s. 3d. read £3,609

Expenses £5,305.
. 1o2.—Tenth line, for £331 os. od. rud £331 8s. od.
. 102.- -Twenty-ninth line, for 91 days read 121 days.
«» 102.—Twenty-ninth line, for £4 2s. 8d. read £3 6s. 4d.
» 113.—Third line, for £416 s5s. 2d. read £623 2s. 3d.

w 13.~In “D Account,” for Interest £87 15s. 7d. read
Interest £88 4s. 3d.

“E Account,” for Interest
read Interest £125 &s. 6d.

» 113.—Two lines from end, for fz3 15s.
£229 9s. 6d.

»» 190.—Twelve lines from end, for £189,855 read £189,88s.

» 229.—Seventeenth line, for £196 rcad £188.

» 251.—Twenty-four lines from end, for £931 1s. od. read
£931 1s. 4d.

» 253.—Six lines from end, for /1,_;3b,314 18s. od. read
£1,338,314 18s. ad.

» 113.—In £124 14s. 3d.

4d.  read

16s. 3d.

259.—Thirteenth line, for
£3,813 125. 6d.

262.—Third line, for f£13.809 135. 5d. read £13,989
13s. sd.

270.—The Balance of Profit and Loss Account is
£3,240 15s. od.

274.—Twelfth line, for Rs.89,355
Rs.89,355 oa. op.

274.—Second Extension of Calcutta Liabilities is
Rs.907,958 4a. 11p.

294.—Tenth line, for £730,770 5s. 7d. read £730,775
os. 7d.

299.—Net Sales are £407,141 15s8. od.

£8,513 128, 6d. read

13a. op. read

000.
313.—Fourth line from end, for £169,000 read £169,600.
362.—Cash received from G. £200 omitted.

368.—Question 59. Total payments, for £10,000 read

£100,000.
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HE object of the present work is to combine,
within the limits of a volume of reasnnal‘)le“l
size, such information with regard to the theory and |
practice of accounting as will enable, or at least
assist, the reader to attain the standard fixed by
such examinations as those of the Institute of
Chartered Accountants (Final), the Society of |
Accountants and Auditors (Final), the University of I
Birmingham (Bachclor of Commerce), University of
London (Bachelbr of Science [Economics)), and the\l
like.  That
obtained  from

the requisite  information
books

. . . |
denied, but to obtain it from such sources would‘

may be l

already published is not

involve consulting a relatively large number of
different works, from each of which the desired por ;
tion would have to be selected, while many existing
publicazions, which are in other respects excellent, |
are defective by reason of not being sufficiently !
up-to-date to meet present requirements. From what
has been said, however, it will be seen that the
present volume lays no claim to absolute originality,
but it is hoped that—if only on the grounds of
economy, of both time and money—it will be found
to meet the requirements of those who desire to
obtain (without unnecessary expenditure of either
commodity) a thorough knowledge of the higher
branches of accounting. It is hardly to be expected
that this result can be achieved in its entirety, save
by those whose practical experience with the subject
has been fairly considerable ; but the effort has been
made in the present work to study the requirements
nut merely of the practical man who desires further |
guidance and assistance in the formulation of his
ideas upon a thoroughly sound theoretical basis, but

CHAPTER

L.

also the student in accounts who, while bereft of the
advantages that can be derived only from actual
practice, yet finds it necessary to acquire a sound
mastery of the subject as a whole.

In a work of this description, it is manifestly un-
necessary to—at the waste of valuable space—weary
the reader with detailed explanations upon quite
¢lementary matters. A reasonable amount of know-
ledge on his part (such as might readily be obtained
by a perusal of Parts I. and II. of the author’s
“ Bookkeeping Students ) has
therefore been assumed; but because it has been
found that many who have arrived at this standard
are yet somewhat deficient on many elementary
principles of fundamental importance, some space
has been devoted to the consideration of certain
matters that might be regarded as not properly
belonging to the study of advanced bookkeeping.
These elementary questions are, however, passed
over as quickly as possible, and are merely intro-
duced for the sake of avoiding any risk of
misconception as to the manner in which the more
advanced problems are handled. It is hoped,
therefore, that while the present work will be found
sufficiently exhaustive, it will at the same time not
impose too great a strain upon the patience of the

for Accountant

advanced student.

It is perhaps desirable to add a word as to the
manner in which the subject has been handled. The
chapters dealing chiefly with questions of principle

' follow the normal lines, although numerous para-

graph headings have been introduced to facilitate
B



2 ADVANCED ACCOUNTING.

subsequent reference. Those chapters, however,
which explain actual operations in practical book-
keeping are in each case illustrated by pro formd
probtesns mtrodupﬁg the various points to be
eIumdated By th1§ meahs it is hoped that an
addxth;na’l pntﬂcal V’lfl!é) ma) be given to the work.

In conclusion, it may be added that while a com-
plete knowledge of every point mentioned is not
essential to the thorough understanding of each
particular section of the subject, yet to a very large
extent it is impossible for the higher problems of
bookkeeping to be thoroughly grasped by those who

have not studied the less difficult applications of the
science. It follows therefore that the fullest benefits
can only be derived from each individual chapter
after a careful study of all those that precede it. At
the same time, it should be stated that the various
chapters have been framed with a view to facilitating
ready reference with regard to any particular point
on which information may be sought, and it is there-
fore hoped that the work may be found of value to
the practical man of business as well as to the
student who has sufficient leisure to study the
subject exhaustively.




CHAPTER

II.

CAPITAL AND REVENUE.

HE proper distinction between Capital and
Revenue items is one of the most important
with accurate account-
and the tendency

matters in  connection
ing, and as time goes on,

is for business operations to become continually

more complex, the importance of this dis-
linction becomes increased rather than reduced.
The reader who has been in the habit of

preparing  Balance Sheets and Profit and Loss
Accounts from a Trial Balance will probably hardly
need to be reminded that this operation consists in
the sorting out of the various Ledger Balances under
the two headings of “ Capital ” and “ Revenue,” the
Capital items being collected together in the form
of 2 Balance Sheet, while the Revenue items are
collected into another account, which may be
variously named “ Trading Account,” “ Profit and
Loss Account,” “ Revenue Account,” &c., and which
may (for purposes of convenience) be described by
the generic term “ Revenue Account.” Simple as
this operation may seem from the point of view of
the practical bookkeeper, it is hardly overstating the
“ase to say that most of the errors of principle that
are perpetrated in practice arise from the lack of
ability, or a lack of desire, to strictly discriminate
between Capital and Revenue items ; hence the vast
mportance of a clear understanding upon this point.
This understanding may, it is thought, be best
acquired by dealing with the subject upon systematic
lines,

EXAMPLE OF A SINGLE SHIP.

One of the most ancient (and therefore one of the
simplest) modes of transacting business is through

the agency of a ship. Our first example may there-
fore be appropriately sought in this direction.
Shortly stated, the position of affairs here is that the
proprietors agree to find among them a certain sum
of money, which is thought sufficient for the pur-
poses of their undertaking. The amount of money
so found by them is described as the Capital of the

venture, and from the point of view of the under-

taking (that ts to say, in the books of the ship) it is
regarded as a revéipt upon Capital Account. The
bulk of the money so raised would be spent in
acquiring the desired vessel, and the amount so
expended comes under the heading of “ Capital
Expenditure.” There will, be further
Capital Expenditure necessary before the ship can
start upon its first voyage, in thoroughly fitting it
out after it leaves the builders’ hands, and in placing
on board the necessary stores, &c., to enable it to
take the sea. At the moment that the ship has been
fully equipped it may be said that Capital Expendi-
ture ceases, and any surpius of Capital Receipts
over Capital Expenditure up to that date may be
regarded as the “ Working Capital "—that is to say,
the excess of the moneys adventured by the pro-
prietors over and above those necessary for the
equipping of their undertaking, which is deemed
necessary to enable it to engage in its business opera-
tions without being unduly handicapped by want of
At this stage the actual trading operations

however,

capital.
commence, which will involve the receipt (on
“ Revenue Account”) of various sums earned for
freight, passage money, &c., and the expenditure
incurred in the process of earning these moneys,
¢.g., Wages, Consumption of Stores, Coal, Port

B2



4 ADVANCED ACCOUNTING.

Dues, and the like. When the voyage has been com-
pleted, and all outstanding accounts collected, or
paid, as the case may be, the result (after replacing
stores consumed, and the like, and bringing them
up to the same level as before) will be that the avail-
able cash balance is either more or less than the
'foriginal_working capital.  Any excess of the cash
balance over the working capital will represent profit
earned, and any deficiency there may be will repre-
sent loss incurred during the voyage. The problem
is, from most points of view, quite simple, in that at
the completion of each voyage it is possible to strike
abalance of accounts, leaving practically no balances
outstanding as representing uncompleted transac-
tions. There is, however, a point that must be care-
fully borne in mind—namely, that this method of
arriving at the profit depends for its accuracy upon
the assumption that such payments have been made
and charged up against Revenue as will make good
any wastage that may have taken place in the
original equipment of the undertaking. This wastage
may be roughly divided under two headings-—con-
sumption of specific stores which may be readily
replaced by the purchase of others, and the indirect
operations of wear and tear and lapse of time, which
detract from the value of the assets represented by
Capital Expenditure, but which cannot be con-
veniently made good by the immediate expenditure
of a corresponding sum.
indirect wastage is known as “ Depreciation.” The

This latter class of

true profits of an undertaking cannot be ascertained
without first of all charging against Revenue the
amount of loss sustained under the heading Depre-

ciation, but in this particular instance it is
usual to ignore Depreciation, because it is
thought undesirable to allow large sums of

money (such as will be necessary to rehabili-
tate the Capital assets)
in the hands of the ship’s manager; but when this

to remain indefinitely

course is pursued, it is important to bear in mind
that the Revenue Account, omitting as it does to
provide for Depreciation, does not show the true profit

earned ; while, on the other hand, the Capital assets,

being retained in the books at a figure exceeding

‘their actual value, are orer-stated to a corresponding

‘extent.

ADDITIONAL CAPITAL EXPENDITURE.

The same principles apply to all other classes of
undertakings, but it is rarely that they arise in quite
so simple a form, because with most concerns the
expenditure on Capital Account, instead of ceasing
before the Revenue Account is opened, is con-
tinually being added to for the sake of extending or
improving the original undertaking.  Lxamples
coming under this heading are afforded by gas
works, water works, railways, and the like.  Tn these
cases Capital Expenditure and expenditure upon
Revenue Account have, of necessity, to soma extent
to be incurred simultaneously ; but there is as a rule
no difficulty in keeping the Capital Expenditure dis-
tinct from the outset, and in any case the principles
already enunciated will apply.  Only that expendi-
ture which is incurred with a view to completing or
perfecting the eqliipmént of the undertaking, and
thus increasing its cafmt‘ity to earn revenue, may be
properly charged as Capital Expenditure : all other

expenditure must be debited to Revenue.

And as with these undertakings Capital Expendi-
ture will be continually taking place. so, on the other
hand, will capital assets be continually wearing out,
and having to be replaced in order to keep the
undertaking as a whole in a proper state of working
efficiency. The cost of these replacements must in
all cases be charged against Revenue, and (so far
as it goes) it will take the place of provision for
Depreciation.  If the various assets wear out, and
have to be replaced very quickly, the expenditure
upon renewals will very closely approximate to the
actual wastage caused by Depreciation ; in practice,
however, there will always be some margin, because
a certain amount of wastage must necessarily take
place before expenditure can be usefully incurred
upon renewals and repairs.  Even in these cases,
therefore, some allowance for Depreciation is neces-

sary in addition to the actual expenditure, if the
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Revenue Account is to show the true profit of the
undertaking.

CAPITAL ASSETS. ‘

From what has been stated, it will be seen that\
ail expenditure that may properly be regarded as
Capital Expenditure must be represented by more
or less tangible assets, whereas nothing remains to
represent expenditure that has been incurred upon
Revenue Account. The expenditure under both
headings is, in bookkeeping, represented by a debit
balance in the Ledger, and the ultimate test of the
reality of Capital Eapenditure is as to whether
there exists an asset which may be said to still,
‘represent the expenditure incurred. '

When, howevcer, a shrinkage in the value of assets
has occurred, owing to causes outside the ordinary
operations of carrying on the business, it would not
be proper to debit such wastage to Revenue
Account, for if such a wastage or loss as this were to
bie debited to Revenue Account the actual result of
the trading operations would If
thought desirable, such losses of Capital may be

be  obscured.
male good by specifically allocating profits on
Revenue Account for that purpose, but under no
circumstances does the law require this to be done
before profits are divided among the proprictors of
‘he undertaking, and in any event it is desirable that
the accounts should clearly distinguish between
k)r'tper expenditure on Revenue Account, and such
incidental losses on Capital Account as may have
accurred, It thus follows that Capital assets may
decrease in value without Revenue being affected
in conscquence.  So long, however, as these assets
are mt realised, such shrinkage can at best be only
an estimated item, and it is therefore usual to ignore
1tin the accounts.  Hence, in accounts, there is not
tecessarily any very intimate connection between the
actual intrinsic value of Capital assets at any given
moment and the value at which they appear in the
baoks of account. The proper basis for our present
purpose may be taken to be the cost price, subject

only to deduction for such Depreciation as may be

properly charged against Revenue. Per contra esti-
mated increases in the value of Capital assets should
be likewise disregarded.

FIXED & FLOATING ASSETS.

The justitication for thus ignoring fluctuations in
the value of Capital assets is that these assets have
been acquired, and are being permanently retained,
not with a view to their being eventually realised at
a profit in the ordinary course of business, but with
a view to their being used for the purpose of enabling
trading profits to be made in other ways. For
example there is no fixed connection between the
realisable value of a ship and its carning capacity ;
and in the case of a factory, its valu¢ tu the under-
taking depends merely upon the accommodation
that it offers, and is entirely irrespective of any
speculative rise or fall that may have taken place
in the value of land or building materials. Similarly,
the value of machinery to a business depends upon
the amount of work that can be turned out, and not
upon the market price of iron or steel at that par-
ticular time. For practical purposes, therefore,
these fluctuations may fairly be said to be of no
account, and in any event it is quite an open ques-
tion whether, pending a realisation (which is not

contemplated), any more reliable basis of value

could be adopted than the actual cost in the first, i

instance.

In the case, however, of assets which it is not
intended to retain and utilise in the business (as,
for example, Stock, Book Debts, or temporary invest-
ments), a wholly different question arises. "Here,
if the accounts are to be upon a sound Dbasis, it is
important not to lose sight of the fact that the whole
object of the business is to convert these items into
cash at the ecarlicst possible moment, or at any
moment that may be thought convenient.  In every
case therefore the intrinsic value at the moment is
clearly a potent factor, and any shrinkage that may
have taken place must consequently be regarded as
a realised loss, if the accounts are to be kept upon
a sound basis, and as such it must be deducted from
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the value of the asset and debited to Revenue. Pe¢r | that most assets decrease in value with equal
contra appreciations in the value of these floating | regularity. Two examples under this heading will,
assets might with equal propriety be credited to | it is thought, be sufficient. (1) Rewversions, that is
Revenue; but as, pending actual realisation, there | to say, an asset which represents the holder’s title
must always be a doubt as to whether any such | to receive a sum of money at some fixed or deter-
appreciation has actually occurred, it is only prudent | minable future date.  As the future date approaches,
to postpone taking credit for the assumed profit until | the present value of the reversion naturally increases,
such time as it has been actually ecarmed. A | and, in the case of an undertaking whose regular
further argument in support of this method of treat- [ business it is to purchase such assets, Revenue may
ment is afforded by the consideration that the proper | properly be credited with the actual appreciation
time to take credit for a profit on the realisation of | from time to time, provided a reasonable margin be
floating assets would certainly appear to be the time | reserved for contingencies. Life insurance policies
when such realisation is effected. These points | may for this purpose be treated as reversions.  (2)
will, however, be found further discussed later on. | When the asset represents frechold or leasehold
property, to the possession of which the owner will
be entitled at the expiration of a tenancy under
APPRECIATION OF FLOATING ASSETS. which he receives a rent less than the true annual

It has already been stated that under no circum- | value of the property. Here the annual appreciation
stances should appreciation in the value of fixed | in value is income as much as the rent that is
assets be credited to Revenue, while appreciation | actually received; but unless a large number of
in the value of floating assets should under normal | similar properties are held, it is generally thought
circumstances not be taken credit for until actual | convenient to postpone taking credil for the amount
realisation. With regard to the latter, however, a | of such increase until the expiration of the existing
few exceptions arise. Certain assets by their nature | tenancy, when the capital value of the property
regularly and consistently increase in value in ‘ might fairly be written up and Revenue be credited

exactly the same way (and for the same reasons) ' with the excess.

PROBLEM.—A capitalist purchases the freehold of a house of the annual value of £150, subject to a leasc
at {50 per annum, having unexpired terin of five years. How much should he pay for the
freehold in order to give him a return of 5 per cent. on his money, and what is the
valuc of the property at the end of each successive year during the term of the lcase?

What is actually purchased in this case is an immediate annuity of £50 per annum (which at 5 per cent. is worth£1,000), and a
reversion to a further annuity of £100 per annum, commencing 5 years hence. The value of this reversion at 5 per cent. is
£1,567°052 ; the total amount to be paid for the freehold would therefore be £2,567°052, say, £2,567 1s.

The present value of a reversion of a perpetuity of £1 1s., under the 5 per cent. Tables, is as follows :—

5 Years Deferred .. .. .. .. 41567052
4 ”» m .. .. .o .. 16°45405
" ”» .. .o .e .. 1727675

3
2 . " .. . .o . 18'14059
1 .o 19'04702
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At the end of the first year, therefore, the property may be written up to the value of a reversion deferred four years, at the end

of the second year to the value of a reversion deferred three years, and so on.

follows : —

At Date of Purchase
At End of First Year
" Second Year
" Third Year
" Fourth Year
“ Fifth Year

NOTE.—The above calculation dves not, of course, take into
depreciation owing to the detcrioration of the fubric of the buildings.

This gives the value of the freehold property as

£2,567052
2,645'405
2,727'675
2814059
2 9oy 762

3.000°000

account whatever provision may be nccessary for
This, howcver, is u separate question, and can

aly be determined after cavcful enquiry into the condition of the structure and the class of materials and workmanship

cployed in its erection.

SUMMARY.

To sum up the contents of this chapter, it may be
stated that * Capital Receipts’ are sums con-
tibuted to an undertaking, and intended to be
pzrmanently left in that undertaking for the sake of
emabling it to carry on its business. * Capital
Expenditure ” is that expenditure dond fide incurred
fur the sake of acquiring, extending, or completing
the equipment of the undertaking, with a view to
placing it upon a revenue-earning basis, or to
improving its revenue-earning capacity. “ Working
Capital 7 is the excess of “ Capital Receipts” over
“Capital Expenditure.” “Capital Expenditure” is
epresented by assets—* fixed ”
"Fixel Assets ™ are thuse which form a part of the
jmanent equipment of the undertaking, which, as
“ Floating

or “floating.”

such, are not intended for realisation.
Astts” are those assets which in the ordinary
course of business are continually changing, and
which are intended either for consumption in the
ordinary process of manufacture or trading opera-
tons, or for sale, and such intermediate forms
(Book Debts, Bills Receivable, &c.) as they may

tke in the process of conversion into cash. Cash

]

question.

and all forms of temporary investment are also
included under this heading. “ Revenue Receipts”
are those which properly arise out of the business
operations of the undertaking—i.c., earnings.
Unless the business is upon a cash basis there will,
however, always be some discrepancy between the
actual earnings and the receipts in respect thereof,
and the proper item to credit to Revenue Account
will be the true eamnings for the period, rather than
the actual receipts in cash. Revenue Expenditure
consists of all those expenses incurred in connection
with the earning of Revenue, including Deprecia-
tion of Fixed and Floating Assets. There will,
however, always be a difference between Revenue
Expenditure and payments on Revenue Account, for
(disregarding the fact that such payments may be
made in advance, or may be in arrear) there will
often be no cash payments to represent provision for
Depreciation, unless the whole of the provision that
is necessary under this heading has been made by
actual renewals or repairs during the period in
If, however, a “ Sinking Fund ” is created

to provide for the renewal of wasting assets, pro-

vision for Depreciation will be a cash payment.

/
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PROBLEM.—Classify the debit and credit balances of the following undertakings under their proper headings
of Capital and Revenue:—

(@) A SHir.

Capital Expenditure on Fixed Assets

(a¢) A Ship,

) A Gas Company,

(¢) A Railway Company,

(d) A Colliery,

(¢) An Ordinary Commercial Undertaking.

DEBIT BALANCES.

Capital Expenditure on Floatime Assets ideficiencies in
which must be made good out of Revenuc)

Cost of Ship
Cost of Structural Improvements

Receipts on Capital Account-—
Fixed Liabilities

Moneys received from Proprietors
(including P’remiums)

Moneys received from Holders of
Debenture Stock, Mortgages and
Bonds.

()

Capital Expenditure on Fized Ascets

Lands secured

Buildings, Plant, Machinery, &c.
Mains, Meters, and Service Pipes
Cost of promoting Special Acts

Coals

Stores
Provisions, &c.
Sundry Debtors
Investments
Cash

CREDIT BALANCES.

Receipts on Capital Account— Floating Liabilitics

Outstanding Liabilities for Stores, &c., pur-
chased, and Expenses incurred

Undivided Profits

Unallocated provision for Assets

A Gas CoMmrany.

DEBIT BALANCES.

Capital Expenditore on Floating Assets (deficiencics in
which must be made good out ot Reveuue)

Coals

Coke, Tar, and other Residual Products
Sundry Stores

Debtors for Gas and Residuals supplicd, &c.
Investments

Cash

Revenue Expenditure

Wages
Port Dues
Insurance
Repairs and Renewals
Coals, Stores, and Provisions con-
sumed (Depreciation)
Interest
. Dividends to Proprietors

Receipts on Revenue Account

Freights earned
Passage-money earned
Other Income

! -~
Revenue Expenditare

| Coals and other Matetials used

manufacture

Wages incurred in manufacture and
distribution of Gas, and lighting

Repairs and Maintenance of Works,
Plant, Mains and Meters

General Establishment Charges

Law Costs

Parliamentary Charges (©Opposition:)

Depreciation of Leaseholds

Interest

Bad Debts

Dividends to Proprietors



Receipts on Capital Account—
Fixed Liabilities

Moneys received from Proprietors (in-
cluding Premiums)

Moneys received from holders of De-
benture Stock, Mortgages, and
Bonds

CREDIT BALANCES.

Recdipts on Capital Account—Floating Liabilities

Debts due for Materials supplied and kxpenses

incurred
Undivided Profits
Unallocated Provision for [.osses

(¢) A RarLway

Captal Expenditure on Fixed Assets ;

Lxpenditure on Lines open for
Traffic

Expenditure on Lines in course of
Construction |
Fxpenditure on Rolling Stock )

Subscriptions to other Railways |
Expenditure on Docks, Steamboats,
&c.

Kecerpts on Capital Account- -
Fixed Liabilities

Moneys received from Proprietors
iincuding Premiums)

Moneys received from Creditors on |
Fixed Loans or issue of Debenture
Stock {including Premiums)

() A CoLLIERY

Lapital Expenditure on Fixed Assets i
I

Cost of acquiring Property, Build-
ings, Plant and Machinery

Cost of developing and opening up
Froperty

CoMpany.

DEBIT BALANCIS.

Capital Expenditure on Floating Assets ideficiencics
in which must be made good out of Revenue)

General Stores

JAccounts due from other Companies
Accounts due from Clearing House
Accounts due from I’ost Office
Sundry Outstanding Accounts
Investments

Cash

CREDIT BALANCES

Receipts on Capital Account-- Floating Liabihtics

Debts due to other Companies
Amount due to Clearing llouse

Sundry l.iabilities for I’'urchases and Kxpen-

diture
Temporary [.oans
I.loyd’s Bonds
Insurance Funds
Undivided Profits
Unallocated Provision for ILosses

Conpany.

DEBIT BALANCLS.

Capttal kxpenditure on Floating Asscis (deticiencies m
which must Le made good out of Revenue)

Stores

Sundry Debtors
Cash

Overpaid Royalties

Reeeipts on Revenue Account

Sale of Gas

Rent of Meters

Sale of Residual Products
Rents Received

Transfer FFees

Other Income

Revenue Expenditure

Maintenance of Permanent Way,
&e.

ILocomotive Power

Carriage and Wagon Repairs

Traffic Fxpenses

General Charges

l.aw Charges

Preliminary Expenses

Compensation

Rates and Taxes

(iovernment Duty

Interest on borrowed Money

Dividends to Proprietors

Reeeipts on Revenue Account

Receipts from
&c.
Mails
Merchandise
Live Stock
Minerals
Rents
T'ransfer l'ees
Dividends on Shares in other Com-
panies

Pussengers, Parcels,

Revenue Expenditure

Stores Consumed

Wages of getting and handling Coal

Carriage

Depreciation of Rolling S:ock

Interest (including that paid under
Hire-Purchase Agreements)

Dividends to Proprietors
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CREDIT BALANCES.

Receipts on Capital Account—
Fixed Liabilities

|

|
o
Receipts from Shareholders, Deben- \
ture-holders, and Mortgagees (in-
cluding Premiums)

(¢)

Capital Expenditurcon Fixed Asscts

L.and and Buildings
Plant and Machinery
Fixtures, Fittings, and Furniture

Receipts on Capital Accounts—
Fixed Liabilities

Receipt from Proprietors, Debenture-
holders, and Mortgagees

Premiums on issue of Shares or
Debentures

Receipts on Capital Account—Floating Liabilities

Receipts on Revenue Account

Sundry Creditors for Goods supplied and Ex-

penses incurred
Undivided Profits
Unallocated Provision for Losses

Sale of Coals
Rents

Transfer Fees
Other Income

A CoMmMERcIAL CoMPANY.

DEBIT BALANCES.

Capital Ex
which must be made good out of Revenue)

Raw Materials
Unfinished Goods
Sundry Debtors
Investments
Cash

CREDIT BALANCES.

Receeipts on Capital Account-—Floating Liabilitics

Outstanding Creditors
Unallocated Provision for 1.osses
Undivided I’rofits

nditure on Floating Asscts (deficiencies in

Revenue Expenditure

Raw Materials Consumed

Expenses of Manufacture (including
Wages)

Expenses of distribution fincluding
Wages)

Rent, Rates, and Taxes

General Establishment Charges

Depreciation

Interest and Discount

Dividends to Proprietors

|

Receipts on Revenue Account

i
" Sales of Goods

| Discounts

| Transfer Fees

} Miscellaneous Receipts
1



CHAPTER

II1.

THE ORGANIZATION OF ACCOUNTS.

NDER this heading may be included those
arrangements which are designed to, as far as
possible, ensure the accuracy and regularity of
accounts in all respects. A system of accounts may
be well designed to meet the requirements of any
particular undertaking, and may yet fail to achieve
its purpose through slackness on the part of those
on whom the duty of supervision devolves. This
failure may arise from the work being allowed to
get into arrear, or through
inadvertent or fraudulent) being allowed to arisc.
Whatever the exact cause may be, the result will
as a rule be the same—a loss will be experienced,
and in addition the reputation of the business may
suffer.  The subject is therefore one of very con-
siderable importance to all who are interested in
accounts.

errors  (whether

The designing of a proper system of accounts is,
from our point of view, a purely theoretical matter:
the practical adaptation of that system to the record
of the transactions of the undertaking—and its
adaptation upon regular and systematic lines, with
a view to avoiding irregularities and losses of all
kinds—comes under the heading of “ Organisation,”
an essentially practical matter, which is now being
dealt with,

It goes without saying that, however much trouble
may be taken by those responsible for the record of
business transactions, errors will occasionally arise.
The object of a proper system of organisation is to
detect these errors at the earliest possible moment,
thus reducing to a minimum the inconvenience or

loss that they might occasion. Shortly stated, the
only means of detecting errors of any kind is by
careful checking, and a proper system of organisa-
tion wili always provide for the checking of every
item of work in connection with accounting, and par-
ticularly in connection with Invoices, Statements of
Account, Returns, and the like, which are issued to
third parties.

AUDITS, PROFESSIONAL AND ‘‘STAFF.”

All such checking as that just described may,
from one point of view, be regarded as auditing.
Save in the case of the smallest undertakings, a dis-
tinction may very properly be made between that
portion of the work upon which it is desirable to
employ skilled accountants who are entirely inde-
pendent of the administrative staff, and that part
which (under suitable supervision) may be equally
well performed by the staff itself. Many items may,
in point of fact, be better checked by the staff than
by independent Auditors, on account of the greater
familiarity of . the former with the actual facts
involved. Al the same time, if the system of check
is to be complete, it is important that there should
be a clear understanding as to what work is to be
performed by each, and this is best accomplished by
allowing the outside Auditor to organise the whole
system of internal check. This is the more desirable,
in that the experience of the Auditor will enable him
to organise such a system more effectively than
could be reasonably expected on the part of one
who has received no special training in that direc-
tion; but, the system once organised, the duty of
seeing that it is actually carried out, in precisely the
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same manner as was originally designed, may to a
large extent be left to the chief of the counting-
house.

I'rom some points of view the matters dealt with
in this chapter are intimately connected with those
Chapter XVIIL,
various classes of fraud, and the methods to be
In the
majority of cases where fraud has occurred, the

discussed in which deals with

adopted for their prevention and detection.

attempt will have been made to conceal it hy means
of false entries, and it should be the aim of every
system of internal check, or audit, to detect these
So

longs however, as this point is elearly understood the

falsifications at the carliest possible moment.

two matiers may, it is thought, be most conveniently

dealt with scparately.

The gencral aim of every system of internal check
is to provide for the detection of all errors in
accounts, of whatsocver deseription, and the best
means of doing so is to make at least two persons
responsible for every entry that occurs, and also for
the proper record of every transaction that has taken
piace.  In order not to make undue demands upon
the time of more important persons, the system
must be so arranged  that relatively  unimportant
meuters are checked inodetail by those oceupying a
comparatively subordinate position; and, in order
that the work when so arranged may be properly
performed, it is important not merely that some
responsible person should supervise it, and see that
every detatl of the system is duly carried out by the
preseribed persons, but also that the duties of the
various persons concerned be changed about from
time o time. This latter s espeeially important as
a safecuard aganst collusion. I the case of com-

paratively  small undertakings, it is sometimes
difficult o arrange matters upon this footing, on
account of the smallness of the staff, or of that
portion of the staff which can be relied upon for
purposes of intersal check.  In such cases, how-
ever, it is usually practicable for the principal him-

self to do something in the direction indicated ; if

a proper system be formulated, this might readily
be done without making undue claims upon the
principal’s time, and the professional audit may be
so arranged as to cover the whole scheme of intemal
check in general terms, and to supply in detail those
parts which are lacking in the staff audit. The exact
point where the staff audit should leave off and the
professional audit commence cannot be indicated in
general terms, as the matter is to a large extent one
of expediency.  The professional audit must in all
cases be sufficiently full to enable the Auditor o
satisly himself not merely of the general correctness
of the accounts, but also of their correctness in
detail; but so long as it is sufficiently full to ensure
this object, the balance of advantage lies in throw-
ing as much responsibility as possible upon the staff
audit, because (for the reasons already stated)
those who are actually in touch with the transactions
engaged upon are better capable of verifying the
detailed records than those whose only knowledge
of the transactions is such as may be gained from

the records themselves.

PRO FORMA RULES.

The following is a short, and necessarily incom-
plete, summary of the various matters that shoul
ordinarily be provided for when organising a set of
accounts and designing a system of internal check
with regard thereto.  Naturally, however, it will
i many cases require claboration at one point or

another.

(1) All cash reecived to be paid into the bank
daily, a due record being kept of who is responsible

for the handling of the same.

(2) No one having the handling of money should
Iave the control of any hooks of account other than
the correspending Cash Book,  (If practicable, the

cashier should not even write up the Cash Book.)

(3) Al payments, other than Petty Cash pay-
ments, to be made by cheque.
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(4) The Petty Cash Book should be kept on the (14) All trade payments should—before being
be systematically checke:l, and passed by

“Imprest” system, under the supervision of the | made
chief cashier. ' several independent persons.

No person entrusted with the receipt of -
(s) pe ! (r5) There should be a constant supervision of

moneys should be authorised to make any payments ; .
’ any pa the Book Debts, and especially of those overdue,

otit of the monies so received by him. . .
‘ in order to cnsure that no losses are incurred

. . . through carclessness or dishonesty.
(6) Counterfoil (or other) Receipt Books should & :

be used to acknowledge all monies received.
(16) In order to as far as possible guard against

(7) Proper vouchers should be received for all | this, every time the Sold Ledgers are balanced a
puments made. It is #of desirable that these | verified list of all accounts more than a certain
shull be upon a uniform form supplicd o the | number of days overdue should he submitted to_the
pavees. chiel of the counting-house, and by him to one of
- the principals for further instructions.

(8) All cash balances should be regularly and

sstematically - verified  daily, and a permanent (17) Special precautions should be taken with

reeord kept of the daily balances.  The balance of .
I y bala ¢ regard to all payments made by cash (c.g., Wages),

every Bank Account should be verified at least once | . . . . .
- eve ' with a view to ensuring the accuracy with which the

2 week. . . -
lists of amounts due have been compiled.  Several

(5 All Ledgers should be rendered “self different  persons  should be made individually
( K deers ( end ( -

balancing,” and their balance frequently tested by
someone  in  authority.  The detailed postings .
should be checked by someone independent of the | CONCLUSION.
Ledgerkeeper. Trade Ledgers should be balanced

responsible for cack part of the work.

It is, perhaps, desirable to again repeat that no  / :.»

at least once a month, and other Ledgers at least - . . .
system of organisation can be really effective which \k L

nnce a quarter. . . . ]
does not, in addition to making two persons respon- <., -~

(10) An adequate system of Stock Accounts and sible for everything, so systematise matters as to - 7"

Cost Accounts should be provided. make it impossible for any member of the staff to
make any entries whatever in the books which are

(r1) A proper system of checking all invoices for | not, for the time being, in his keeping. If mistakes
goods received by several independent persons | o, frauds are to bé avoided, it is important that

i . . .o ' '
wuld be instituted, and rigorously carried out. there should be no doubt as to who is responsible
for the entries appearing from time to time in each
(12) In the same way, adequate safeguards

; k, a also as to who is responsible for the
should be taken to ensure that no goods leave the book, and als sl

premises without being first charged up as Sales. checking of those entries and the sceing that they

completely record the transactions. If these very

(13) Similar precautions should be taken with useful precautions be neglected there is practically

terard to the Returns and Allowances, both inwards
and outwards. mistakes from remaining undetected.

nothing to prevent either inadvertent or fraudulent




CHAPTER 1IV.

METHODS OF BALANCING.

T is assumed that the reader is fully acquainted
with the general particulars of double-entry
bookkeeping, and the manner in which the accuracy
of the Ledger postings may be tested by the.agree-
ment of the Trial Balance. It is, however, desirable to
discuss the various methods by which the balancing
of a large set of books may be simplified, and also
the means by which a set of books that have not
by may be

been completely kept double-entry

balanced.

« SELF-BALANCING " LEDGERS.

Where the business is sufficiently large to render
the employment of more than one Ledger desirable,
it is very convenient to be possessed of some means
of balancing each Ledger independently of the rest.
This is desirable for two reasons: (1) Trade
Ledgers should be balanced at frequent intervals,
so that any mistakes that have occurred may be
speedily rectified, while it is convenient that the
whole set of Ledgers should be balanced so often.
(2) In the event of the Trial Balances of the books
as a whole not agreeing, it is a great saving of time
to be able to localise the error in one particular
Ledger, and so confine further investigation to that

point.

The of
Ledgers cannot be said to form part of “advanced”

general principle “ Self-Balancing ”
bookkeeping, and as, moreover, it has been fully
described the author’s “ Bookkeeping
Accountant Students” it is not now proposed to go
over the same ground again; suffice it to say that
in order to make each Ledger self-balancing it must

be made to contain within itself a two-fold record

in for

|
f
i
i
|

of every transaction that it covers. This, of course,
involves posting to each separate Ledger numerous
items which, although necessary to complete the
double-entry, would not be included in that Ledger
unless it wwere desired to render it self-balancing.
All these additional items are (so far as possible)
condensed into totals to save labour, and—having
heen so condensed--are posted to one generl

account, called the “ Adjustment Account.”

Where, however, there are two, or more, Ledgers,
it is desirable that one of the series should contain
the “key” to all the rest.
this purpose a Ledger kept by one of the most
responsible either the Private
Ledger or the Nominal Ledger. In this Ledger,
instead of having only ome Adjustment Account to
complete the double-entry of that Ledger, a separate

It is usual to select for

employees—i.e.,

Adjustment Account is opened in respect of every
other Ledger. The particular Adjustment Account
selected for the posting of what may be termed the
“redundant entries” being in each case the one
relating to the Ledger which contains in detail the
other half of the
assuming the Nominal Ledger is the one contain-
ing all the “keys,” purchases are posted to the debit
of this Ledger, which—unless it be self-balancing—

transaction.  For example,

contains no corresponding credit: to render it self-
balancing the monthly totals of the Purchases are
posted to the credit of an Adjustment Account, and

the “Bought Ledger Adjustment Account” is

" selected for that purpose because the contra entry

to the Purchases is posted in detail to the credit of

the Bought Ledger. 1f there were two or more
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Bought Ledgers, a separate Adjustment Account | Book, or, at all events, separate columns in the
would be opened in the Nominal Ledger for each. | Bought Book would be appropriated to each.
There would, however, be no difficulty in ascertain-
ing how much of the total purchases had been posted The following example will suffice to clear up any
in detail to each separate Bought Ledger Adjust- | doubts as to the precise application of the principles
ment Account, as each would have its own Bought | already described :—

PROBLEM.—The following Balance Sheet and Profit and Loss Account have been prepared from the books
of the British Motor Car Company, Limited. These books included Bought, Sold, and
Private Ledgers, each of which was “self-balancing.” Show the Trial Balance of each
separate Ledger as it would have appeared in the books before any provision had been
made for bad and doubtful debts or depreciation :—

BALANCE SHEET, 31st December 1900.

Liabilitics. Assets.
£ s d £ s d . ) £ s d £ s d
Capital Account, 100,000 | Building, Plant, Machinery,
. Shares of {1 each ... 100,000 0 O etc.. e ... 60,000 0 0
Less Calls in Arrear ... 462 o o | Less Deprecmtlon . 1,200 O O
for - ——99:53% 0 0| ) . ————-— 58800 0 o
Trade Creditors, viz:—A... 540 0 © | Debtors, \‘lz-i—(l-{- 47 10 ©
. 50 0 0O e ‘12 0 0
C... 75 0 O I. .. 100 10 O
D... 920 0 © Jo o 21 0 o
E... 55 0 O K. ... IO 0 o
F... 62z o o | e
———— 1,702 0 © o 351 0 0
Prcfit and Loss Account ... 18,060 0 © Less (ll)rlo)ws‘lotl:' fl'orDBlatd .
an oubtful Debts 36 o o
————— 315 0 o
Stock-in-Trade ... 456045 0 o
Cash . . 14,540 0 ©
£119,300 0 o0 £119,300 0 o
Dr. PROFIT AND LOSS ACC()UNT for the \e.lr ended 319t I)ecember 1900. ) Cr.

To Rent, Salaries, and General Expenses ...  £z.500 | By Gross Profit as per Trading Account ... £22,000
, Directors’ Fees 1,000 | , Balance from last year's Account... 790
. Depreciation ... 1,200
. Bad Debts ... 36
. Balance w. 18,000

£22,796 £22,796
THE BRITISH MOTOR CAR COMPANY, LIM. " THE BRITISH MOTOR CAR COMPANY, LIM.
Bought Iedger Trial Balance, 31st December 1900. Sold Ledger Trial Balances 318t December 1900,
- " be cr. | . cr
A £ 84 £ 34 £ s d £ rs d
540 O O

g, .. .. .. . .. go g g' (l}l . . . . . ?Z lg g
D. .. .. . . .. 920 0 ©O l, . . . . . 160 10 ©

E .o .o . .o . 21 o o
F. 22 2 2 ' K 110 0 0
Private Ladger Ad;ustment Account 1,702 © © | Private Ledger Adjustment Account 351 0 o

£1,702 0o o £1,702 o © | £351 0 0o £351 o o
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THE BRITISH MOTOR CAR COMPANY, LIM.

Private I.edger Trial Balance, 315t December 1900.

Dr. Cr. '
£ s d £ s d
Share Capital Account .. . 100,000 O O
Sundry Shareholders 462 o o
Bought Ledger Adjustment /\c-
count .. .. 1,702 0 ©O
Sold Ledger Adjuslmcm Ac-
count .. 351 0 O
Bmldmgq PMlant, \hchme‘ry, .\c 60,000 O O
Stock-in-trade .. .. .. 45045 © O
Cash .. .. .. .. 14,540 0 O
Rent, Salaries, and General
F.xpenses . .. . 2,500 0 O
Dircctors' Fees .. .. 1,000 O ©
Trading Account .. .. .. 22,000 O
Profit and l.oss Account .. 700 0 o
£124.998 0 0 £124,498

THE ‘“CONSTRUCTION" OF ADJUSTMENT ‘

ACCOUNTS.

In practice it frequently arises that it is desired
to balance the various Ledgers separately, although
the system of accounts has not anticipated this con-
and Adjustment Accounts have been

tingeney, no

providesl. - What has to be done in such a case is to

construct Adjustment Accounts from the materials

available.  Supposing, for instance, it is desired to
balance the Sold Tedger separately, and no Sold
Ledger Adjustment Account exists, the proceidure

will be upon the following lines :

The entries in the Sold Ledger will come under
the following headings : -
Sales, (3) Sales Rewrns, (4) Cash, (5) Closing

(1) Opening DBalances, (2)

(11) Transfers to other Ledgers.

Debts, (o) Bills Receivable, (10) Bills Dishonoured,
The Opening
Balanees known from schedules

are  probably

already in cxistence : if not, they must be carefully
extracted, and a schedule prepared showing  the
Ledger at the com-
mencement of the current pericd. The total Sales
from the Day Book, and
the Returns Rook.  The
Cash will be found upon the debit side of the Cash
Book :

(or there is a separate column for Sold Ledger

total halances standing in the

can be readily arrived
the Sales Returns from

if a separate Sold Ledger Cash Book exists

General Cash Book) this total can be
if

The Discount will probably be

items in the
,

readily arrived at, but, not, the cash reeived

must he anadysed,

Rl

the total of the “ Discount” column on the debit
taken to
Th('
Bills

The only

side of the Cash Book, but care must be
see that no extrancous item has been included,
Bills the total of the

Receivable Book for the current period.

Receivable  will he

items that remeain to be considered are Bad Delus

cangd Interest. These can be best arrived at by
referring to the  corresponding  accounts  in the
Nomind! Ledger,  which will  readilv - show  the

amount of Bad Debts written” off and the amount of

Interest charged to customers during the current

perind. These various figures can then be  put

toge ther in the form of an Adjustment Account, and

of

the balanee shown by such an account should,

Balances, and  probably some  (or all) of the course, agree with the total of the Sold Ledger
following : -—(6)  Interest, (7) Discount, (8) Bad  halance at the close of the period.
EXAMPLE :—
Dr. SOLD LEDGER ADJUSTMENT ACCOUNT. Cr.
[ s od £o0s d
To Palinces standmz at commencement of current 2y Cash reccived, as por analyvsis of Cash Book
. petiod, s por :\“h“lf'l' »  Discounts allowed, as per Cash Book
v Sales as per Day Book ln(.||~.. . . S .+ Keturns, as per Retarns Book .
w lh‘lAlu‘l.(nll:llrnml, s .|'¢'| unl\qt of Bills Received . Bille receivable, as per Bills Ko cn\ul Iiouk
» Interest, as por Interest Acconnt » Transfers to other Ledaers ..
Tranefers from other Lodpers »  Bad Debts,as per Bl Debts Account
» Difterence in Books Gf anyy « Ditterance in Books (it anyy L .. ..
o Balances «tnding at close of eurrent period, as
por Schedale . . .. .. ..

{
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BALANCING SINGLE-ENTRY BOOKS.

In many cases the same course can with advan-
tage be pursued, even in connection with Ledgers
that have only been kept by single-entry; but in
some cases it will be found to be impracticable, as,
for instance, when the Bought -Ledger has been
posted up direct from invoices, which are either
filed away or pasted into a Guard Book in such a
manner that it is practically impossible to add them.
In such cases the best course to pursue is to call
back the postings from the Ledger into the various
subsidiary books so far as they go. If the Cash be
called back into the Cash Book before the Private
and Nominal Ledgers have been checked, it becomes
a comparatively simple matter to extract from the
Cash Book the total of the Bought Ledger Cash,
for all that has to be done is to extract from the
Cash Book the items upon the credit side that have
The
Bills Payable and Discounts can be ticked off in the

been ticked off against the Bought Ledger.

same manner, and there will still remain unticked
in the Bought Ledger the Purchases and Purchase
Returns. It is then necessary to go through the
Bought Ledger, page by page, and extract therefrom

all the items that have not been ticked. Probably

the only unticked items on the debit side will be
Returns, and the only unticked items upon the
credit side Purchases; but care must be taken to
separate any special items, so that they may be
taken out in a separate total. This last remark
applies especially to transfers from (or to) other
Ledgers, seeing that these figures will also be
required to assist in the balancing of those other
Ledgers.

TABULATING THE LEDGERS.

When the number of accounts in any Ledger is
not very numerous, but the postings to the Ledgers
include a great number of different classes of items,
it is sometimes more convenient to go straight
through the Ledger and “tabulate” all the entries
appearing upon each account. The following
example clearly illustrates what is meant in this con-
nection. Care must, however, be taken to see that
the totals of the various analytical columns agree
with the corresponding totals of “ Goods,” “ Cash,”
“ Discount,” &c., as otherwise, although the Ledger
may itself balance, it cannot be grafted.upon the
other Ledgers so as to enable them to balance as

a whole.

PROBLEM.__Given a set of books kept by single-entry, with instructions to prove their accuracy by double-
entry (but not by creating a new set of booke), how would you proceed ? Deal in the manner
you suggest with the following accounts :—

JOHN
1600 £ s d
Nov. 1. To Balance 7 10 O
w 10. ., Gocds 10 0 O
w 1., Carriage 110 O
, 3. ,, Bill 20 0 O

SMITH
1900 £ s d
Nov. 16. By Cheque . . 17 0 O
16. ,, Allowance to Returns .. .. 2 0 o
30. ,, Goods . 25 0 o
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PETER BROWN.

£ s d £ 8 d
Nov. 2. To Cheque . . e 3 oo Nov. 1. By Balance . . . 13 o 0
w 7. . do. . .. . § oo
w I. ., Returns . . . 6 o o
THOMAS JONES.
£ s d £ s d
Nov. 10. To Goods .e .. .. 5 oo Nov. 11. By Cheque . 5s oo
» I12. ,, Cheque returned . . 5 0 0
» 14. ,, Charges .e .. .. 1 1 0
MATTHEW SMITH.
£ s d £ s d
Nov. 1. To Balance . . .. 60 0o o Nov. 29. By Acceptance .. .. 150 0 ©O
» T0. ,, Goods . .. .. 3010 O
w T10o. ,, Carriage .o . .. 110 O
w 29. ,, Cheque . . .. 60 0 O
GEORGE ROBINSON.
£ s d £ s d
Nov. 6. To Cheque . . .« 45 0 O Nov. 1. By Balance . .. g0 0 o
w 8. ,, Charges .. . .. 410 o0 ,
w 15. ,, Cheque . . .. 30 0 o
w 20. ,, Goods . . .. 100 0 O
ARTHUR SHAW,
£ s d £ s d
Nov. 10. To Goods - . . 70 o o Nov. 16. By Returns .. 22 o ©
w 1o. ,, Carriage . . . 7 o o »w 16. ,, Allowance .. 10 o o
»w To. ,, Charges .. .. . 2 o o w 30. ,, Cheque .e 47 O o

The Ledger Accounts should be * tabulatedi"r u_;hown upo_n__thei following page.
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PROFIT AND LOSS ACCOUNTS BY SINGLE-

ENTRY.

Occasionally it happens that it is desired to com-
pile an account in the form of a Trading and Profit
and Loss Account, while (on account of the great
expense and involved) it is deemed
inexpedient to balance the books by double-entry
in the manner explained in the preceding para-
graphs. Such a state of affairs often arises in con-
nection with appeals for
Income Tax, when the Commissioners require a
Profit and I.oss Account to be produced. But the
system now about to be explained cannot be
recommended for any other purpose, inasmuch as
although it shows results in the form of a Profit and
Loss Account, the account when prepared is—
unlike Profit and Loss Accounts compiled by
double-entry—no check whatever upon the accuracy
of the bookkeeping.

trouble

against assessments

Shortly stated, the system consists of analysing
the cash into Cash Received from customers, Cash
paid for Goods, Business FExpenditure under
various convenient headings, and other Special
Items, so that the analysis as a whole may be abso-
lutely agreed with the Cash Book. Stock must, of
course, be taken at the commencement and end of
the period, or if the opening stock is unknown it
must be estimated upon the best available basis,
and the accuracy of the resulting account will be
upon the accuracy of this

estimate. Assuming, however, that the opening and

entirely dependent
closing Stocks are known, the Sales are arrived at
by adding to the Cash received from customers the
closing Sold Ledger Balances and deducting the
opening Sold Ledger Balances; the figure of Pur-
chases is obtained by adding the closing Bought
Ledger Balances to the Cash paid for goods, and
deducting therefrom the opening Bought Ledger
Balances, while in the same manner the various
items of Business Expenditure are adjusted by out-
standings at the opening and close of the period, so
as to obtain the Expenditure incurred during the

current period, whether actually paid or not. These
c2
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figures being arrived at, they are put together in | structed” Trading and Profit and Loss Account in
the form of a Profit and Loss Account in the usual | tabular form. It need hardly be stated, however,
way. that only the right-hand column upon each side
would be submitted to the Income Tax

The following example gives such a “con- | Commissioners.

Dr. TRADING AND PROFIT AND LOSS ACCOUNT, for the Year ended 31st December 1gor. Cr.
7 - = ! 3 - N . w3
1 E?:“-. .'.:‘5‘8.- ..=E‘§ .:?’2.‘..‘ -,':‘-‘Ej..' JER
1 =3 gee 8 Total 3%¢ Net Total | LTS’ 5TA& | Total Z2 . NetTotal
PR =7 S5 ' Ugg- P CE"
o8 a0 3 | | & EE T
| e —— i . e o
g osd| £ sdl £ sd| £ sd| £ sd | £sd] £ sd| sd £ sd £ sd
To Stock 1/1/01 .. . .. .. .. 8,000 0 0| By Sales .. 1,000 0 O 3.53500:458500 45&500 20,000 0 O
» Purchases .. |9,300 0 0 {7,000 0 0 (16,300 0 0|6,800 0 0 | 9.50> 0 0! , Stock, 31/12/01 ) 8,550 0 0
» Wages .. 607000 15000 | 6,22000| 12000 | 6,100 0 ©
» Carriage and l
Freight ..|{1,17000 | 18000 | 1.350 0 0| 15000 | 1,200 0 O
» Gross Profit .. .. .. .. .. 3,750 0 ©
I ——— e —— —_—
‘ £1]28,550 0 0 £ 28,550 0 0
To Rent, &. .. | 30000 7500 37500 ‘ 7500 | 3000 o( By Gross Profit .. .. - .. 3,750 0 0
» Travelling Ex- |
penses . 45000 . 450 0 0 . 450 0 O,
» Tradel-.xpenses| 480 0 0 5000 53000 3000 500 0 0 . i
» Discounts 255 0 0 12200 37700 97 00 280 0 0 | |
» Bad Debts .. ' 20000 .. .. .. 200 0 0 | I
« Net Profit .. .. .. .. . 2,020 0 0 I !
£‘|8.525 oo £]| 3,750 0 0, £ 21,000 0 0. | { 375000
— PRSI, ‘_ | i U
—_ i - - — - —— ———
Dr. CASH ANALYSIS Cr.
s d £ s d
To Balance, 1 January 1gor .. 1,225 o o By Payments for Goods .. 9,300 0 0
» Recelpts from Customers .. 20,545 0 O " - Wages . 6070 0 o
» ° Carriage .. 1,170 0 ©
| " " Rent .. 300 0 ©O
' - - Tra\ollmg Ex-
| 450 0 O
» - dee Expenwx 480 o0 o
» Drawings .. 2400 0 O
|« Balance, 31 December lgm 1,600 o o
£21,770 o © ‘ . £21,770 o o

* Note :—The Discounts allowed and Bad Debts written off must be added to the cash actually received (£20,545) to
arrive at this item, so as to arrive at the total amount by which the debits to the Sold Ledger have been reduced duriag
the year.



CHAPTER V.

BRANCH

ACCOUNTS, ETC.

'[HE system of rendering each separate Ledger of

a sct of books “self-balancing ¥ by means of
Adjustment  Accounts is, it will be remembered,
that each Self-balancing Ledger completes the
double entry of every transaction therein recorded,
and so contains within itself all the materials for a
Trial Balunce of its own. The sub-division of the
Ledger is in all cases dictated by convenience ; but,
as has already been said under the head of
“ Balancing,” the division ordinarily follows some
classification of the nature of the transactions.
Where, however, a business is carried on in two or
i2ore departments, it is sometimes found convenient
v make a sub-division according to these depart-
ments, so that the Ledgers might be divided into
"Head Office,” “ Department A,” “ Department B,”
&e, instead of into the more general divisions of
“Private  Ledger,” “Sold Ledger,” « Bought
Ladger,” &e. Tt will be readily perceived, however,
that whatever the system of dividing up the trans-
actions may be, it is still quite easy to make each
Ledger self-balancing by means of Adjustment
Accounts.

BRANCH ACCOUNTS.

It therefore follows that if an undertaking has a
branch away from the Head Office, and yet
the whole of the done af
Head Office, there is no difficulty in
keeping all the transactions of the Branch in
4 separate Ledger at the Head Office, in
making that separate Ledger self-balancing, and
in incorporating the results of the Branch into the
2ccounts periodically prepared in connection with
the undertaking as a whole. This point being
grasped, it will be seen that it is really quite
immaterial zwhere the Branch Ledger, and its

bookkeeping is
the

various subsidiary bouks, are kept. These Branch
books might just as well be kept at the Branch itself,
if such a course were equally convenient, and it
makes no difference whatever to the system of book-
keeping where the books of the Branch (or, for
that matter, of any Branch) are kept. They all form
part of one system of bookkeeping, and Ly means of
the Adjustment Accounts work into the Head Office
books, just as though all the Ledgers were kept at
the Head Office.

When the Ledgers are kept at the Branches, it is,
however, usual for the Adjustment Account in the
Branch Ledger to be called “ Head Office Account,”
and for the various Adjustment Accounts in the
Head Office books to be identified with the various
Branches. But this is only a variation of name, and
involves no new principle. Another variation that
frequently occurs, which also is dictated solely by
convenience, is that remittances passing from the
Head Office to the Branch, and from the Branch to
the Head Office, are generally posted in both
Ledgers to a separate Remittance Account, instead
of being posted direct to the Adjustment Account,
so that no entries whatever take place in the
Adjustment Account except when the books are
periodically balanced and closed. This last-named
madification is by no means always observed, but it

will be found particularly convenient when dealing

with foreign branches where questions of exchange
arise.

The following example, which deals (in totals)
with the transactions for six months of an under-
taking carrying on business at three branches, while
the main accounts are kept at the Head Office,
further illustrates the principle already described.
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PROBLEM.—The Wholesale Provision Company has a number of Retail Branches which are supplied
from the Depét, but they keep their own Sales Ledgers, receive Cash against Ledger

Accounts, and pay in the whole of their Cash every day to Head Office.

They send out

their own Statements of Accounts monthly. All Wages and Branch Expenses arc drawn

by cheque from Head Office on the imprest system.

From the following particulars, supplied by each Branch, show the Branch Accounts
in the Head Office Books, and then incorporate the whole inlo one General Trial

Balance and Profit and Loss Account.

A.

£
Six Months' Sales to 3oth June 1901 .. .. .. .. 2,700
Return Inwards .. .. .. .. .. .. 20
Allowance to Customers .. .. . .. . 5
Cash received on Ledger Accounts . . .. . 2,380
R. M. Sales. .. .. .e .. . .. 1,420
Stock at commencement .o .. .. .. .. 540
Stock at end . .. .. . .. .. 620
Debtors, January 1st 1gorx .. . .. . . 1,250
Debtors, June 3oth 1901 .e .. .. .. .. 1,530
Bad Debts .e .. . .. . .. 15
Goods received from Depot, less Returns. . .. e . 2,120
Rent and Taxes paid o . e .. . 8o
Wages and Sundry Expenses .. . .. .. 380

ACCOUNTS IN HEAD OFFICE BOOKS.

Dr. “ A" BRANCH ACCOUNT.
e : |
1901 £ s d £ s d 1901
Jan. 1| To Bla)la{:ce. viz. 1 — Junc 30 By Cash- },cni.icrs.-\ccoun(s
ebtors .. .. .. .. 1,250 0 O v LS. . .
Stock .. . .. .. 540 0 0 w : Balance down, viz.
. T Lju? 0 o, Dcebtors .. .
Junezo| . gool:'SR . . . .. .. o200 0 o 1 Stock
» as| ates .o .. .- . Nooooo
» Do. Wages .. l ™ 0 o
"

Profit transferred to Prom and
Loss Account .. ..

£5950 o o

July 1| To Balance down, viz. :—

Debtors .. . .. .. 1,550 0 0
Stock .e .. .. . 620 0 o
- —— —‘ 2150 0 U ‘
Dr. “B.” BRANCH ACCOUNT.
1901 s d- £ s d 1901
Jan. 1| To Balance, viz.:— ¢ | ‘ Jul—i‘l sl By Cash—Ledyger Accounts
Debtor: K.
I

o o 1 M.

0o v | " lLllnlco tlown viz.
" Debtors .. ..
' Stock

1.6S0 o o
June 30| o Goods . 2,060 0 o
» Cash—Rates .. .. .. o0 o
Do. Wages 35
” . 350 0 o
» Dbrofit transferred to I’xoh( and ’
Loss Account .. . ..

|
Stock .. o1l Il’
|
"

L 1,426 0 o

[5 50 0 w i

July 1| To Balance down, viz :—
Debtors .. .. .. .. 1302 0 o
Stock .. .. .. . 5% o0 0!

19492 0 o

2,400
1,250
480
580
1,200
1,262

2,060

70
356

620 0o o

1,550 0 o

C.

2,300
16

2,000
1,300
500
480
1,100
1,378

2,000
75
350

f s d
2,380 0o o

——— 2,150 0 ©

L3950 0 o

£ s d
I 2400 o o
1,250 0 ©

»‘ 1.942 0 ©

L5592 o o
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Dr. *C.” BRANCH ACCOUNT. Cr.
1901 N £ s d £ s df| 1901 £ s d £ s d
Jan. 1 To B?)l:lr;ce. vig. :— Juneso| By Cash—kedﬁers Accounts .. .. 2,000 0 0
tors .. .o .o .o 1,100 0 O .M.S. .. .o .o . 1,300 0o O
Stock .. . .. . 500 0 © : : Balance down, viz.:— '
| — 1,600 0 © Debtors . . . ..| 1,378 o o,
June 30° , Goods .. . c e 2,000 0 0 Stock .. e e . 480 o o
» | » Cash—Rates .. . . 75 0 0 1,858 o o
o - Do. Wages .. . .. .. 350 0 o
«» | o Profit transferred to Profit and
l Loss Account .. .. .. .. 1,133 © o
' £5158 o o . £5.158 o o
. —
July 1 ' To Balance down, viz.:—
Debtors .. . .. .. 1,378 0 o i
8tock . . 480 o o :
1,858 o o
Dyr. CAPITAL ACCOUNT. Cr.
£ s d I £ s d 1901
Jan. 1| By Balance, inade up as follows :—
A. Branc| . . .
8 - .. . .
Stock at Head Office ..
- - _ - _ ' - ————
Dr. CASH ACCOUNT. Cr.
|
1901 | s d £ s d 1901 £ s d £ s d
Juoe 30 . To A Branch—Ledger Accounts.. 2,380 0 o Junezo| By A. Branch—Rates . .. Bo o o-
e! * 8 = R. M. Sales .. 1,420 0 © v | » B. w - ” .. .. 70 o o
———— 3,800 0 O . » C. ° » . .. 75 o o
. « B . Ledger Accounts .. 2,400 0 O i 225 0 O
- « % ® R. M. Sales .. 1,250 0 © 6 w!| w ﬁ ” Wages .. .. 3&; o
3,050 o o . .o .. 356 o o
- e C Ledger Accounts .. 2,000 0 O : : C. : : . .. 350 o
- ® ® R. M. Sales .. 1,300 0 O 1,086 o o
l —_— 3,300 0 © « | » Balancedown .. . .. .. 9439 0 ©
! £10,750 0 © £10,750 o ©
July 1| To Balance down . . .. 9,439 0 ©
i i .
Dr. GOODS ACCOUNT. Cr.
£ s d £ s d 1901 £ s d £ s d
j;;?.m 1 | To Stock, Balance on hand .. .. 6,180 o o || June3o! By A. Branch.. .. . .. 2,120 0 o0
vl = B. v .. . .. .. .. 2,060 0 0
,i « C. . e . .. . o 2,000 0 ©
£6,180 o o ! £6,180 o o
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Dr. PROFIT AND LOSS ACCOUNT. Cr.
IS o _ . e R PR — 4
r osal £ sal bg sdl £ s oa
By Transfer from Branch A, 1,580 0 o
| " " » " B. 1,426 0 o
' ” ” ” . C. 1,133 0 ©

TRIAL BALANCE, 3oth June 19o1.

Dr. Cr.
£ s d £ s d
Branch A. . .. .. .. .. .. 2,150 0 ©
" . .. .. .. .. .. .. g4 0 o
" 1858 0 o
Cash . 9439 0 ©
Capital .. .. 11,250 0 O

Profit and Loss Account 4139 0 ©

£15,3% o o {1538 o0 o

Note.—For the sake of simplicity Head Office Transactions have been excluded, so far as is possible, consistently with completing the
double-entry record.

combined Balance Sheet and  Profit and Loss
accounts of the Head Office, a Factory, and two | Account in the form in which they would probably
Trading Branches are combined, is instanced by the ‘ be presented to shareholders.

following example, at the fout of which appears the [

A more elaborate example, showing how the

PROBLEM.—Th= X. Y. Z. Manufacturing Company, Limited, has a share capital of £75,000 in 7,500 shares
of £10 each, all issued and fully paid. It manufaciures goods for sale at its two Branches
(here referred to as A. and B. respectively), which sell goods of the Company’s manufacture
only. From the annexed Trial Balance of the books at the Head Office (where the private or
general books are kept) and at the Factory and Branches, construct an Account to show
respectively the result of the manufacturing and the gross profit at each Branch, also a
Balancce Sheet.

NOTES.
The Stocks on the 31st December 1898 were :—
s d
Factory 9,177 5 7
Branch A 4,590 3 8
s B 1,922 5 5

Allow depreciation for one year to 31st December 1898 on the following items of the st January
1898 at the rates indicated : —

Factory Machinery, ctc. 10 per cent.
Branch Fixtures, etc. 5,

(No depreciation to be written off Head Office Furniture, etc.).
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THE X.Y.Z. MANUFACTURING COMPANY, LIMITED.—TRIAL BALANCE, 31st December 1898.

Dr. Head Office. Factory. Branch A. Branch B.
Freehold Premises— s d £ s d £ s d £ s d
Factory .. .. 50000 O O
Branch A. . .. 10,000 0 ©O
" B. .. .. 10,000 O O
Goodwill .. .. 30000 O O
Machinery, Fixtures, Furniture,
&c., as at 1st January 1898—
Head Office .. . 500 0 o
Factory 7,500 0 ©
Branch A. .. 2,000 O O
" B. .e .. 1,500 0 O
Bankers .. .. 6,790 1 6
Cash Balance . . 16 2 6 135 9 89 3 2 58 1
Stocks (1st January 1898) .. 10,216 5 3,218 1 2,190 6
Purchases (Net) .. .. 76,516 2
Wages .e .. 41,316 2
Factory Manager's Salary .. 1,000 0 O
Salaries and Wages .. 3.516 9 6 3,022 3 4
Carnage to Branches 2517 6 g
Rates and Taxes . 316 2 9 569 7 6 452 9 2
Salaries and Office Expenses 3,519 6 8
Sundry Expenses .. .. 517 6 8 3017 9 2 1,869 4 6
Goods from Factory . 75.267 3 2 45,350 0 2
Bad Debts 679 8 1 1,029 2 2
Debtors .. .. 9,620 2 9 5,730 2' 'j
Factory (Current Account) 2,333 1 11
Branch B. do. .. 3672 310
Head Office do. .. 4914 3 3
Income Tax .. .. 650 o o
Directors’' Fees .. .. 1,500 0 O
Auditors' Fees .. .. 105 0 O
Debenture Interest .. 2,000 0 ©
£132,085 16 5 £132,534 16 6 £100891 8 1 £59.701 9 10
Cr. Head Office. Factory. Branch A. Branch B.
£ s d £ s d £ s d £ s d
Share Capital 75,000 O ©
Debentures, 4 per cent. 50,000 O ©
Creditors. . .. .. 550 10 © 9,584 11 3 176 7 6 359 2 6
Goods to Branch A. .. 75,267 3
Do. B. 45,350 O 2
Sales .. .. 100,715 © 7 55,670 3 6
Profit and Ioss (Balance
of previous year's Profit) ,h2t 3 2
Head Office (Current Account) 2,333 1 11 3,672 3 10
Branch A. (Current Account) 4,914 3 3

£132,085 16 §

£132,534 16 6 £100,891 8 1 £59.701 9 10
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Dr. MANUFACTURING AND TRADING ACCOUNT, for the Year ended 31st December 1898. Cr.
Factory BRANCH A. ‘ Brancu B. ToraL 1‘ Factory ; BRANCH A. BrancH B. TotaL
i
. £ s d' £ sd £ sd £ s d sd’ £ sd' £ s d £ sd
To Stock, 1st ! : By Sales .. 120617 3 4 100,715 0 7, 55670 3 6 |156,385 4 1
Jan. 1898 .. | 10,216 5 9 5218 1 6 2,190 6 7 15623 13 10 || , Stock, 31st !
» Purchasc: .. | 76,516 2 9 75267 3 2 4535 o0 2| 76,516 2 g Dec. 1598 9177 5 7 4500 3 8 1922 5 5| 15068 14 &
» Wages and . '
Salaries .. | 42,316 2 8 3516 9 6' 3022 3 4| 4885415 6 |
w Gross profit ‘ ! |
carried ! i
down .. 745 17 9 23303 10 I 7,029 18 10 | 31,079 6 8
£129.794 8 11 £105.305 4 3 £57,592 5 11 {517:.074 18 9 £129,794 8 11 (£105.305 4 3 1£57.592 8 11 172,074 18 9
ToCarriage .. | 2,517 6 ¢ .. o 2,517 6 9 || By Gross profit
» Rates and brouvght
Taxes .. 316 2 9 569 7 6 452 9 2| 1,337 19 5§ down .. 745 17 9| 23,303 10 1 7,029 18 10 | 31,079 6 §
» Sundry » Balance,
Expenses . 517 6 8 3017 9 2 189 4 6 5,404 O 4 being)
« Bad Debts . . 679 8 1| 1,029 2 2' 1,508 10 3 loss for:
» Depreciation 750 0 o 100 0 o 75 0 0 935 0 O the year.. ' 3,354 18 5
» Balance, '
being profit
for the year .. 18937 5 4 3604 3 0 19,186 9 11
- i —|——
£4,100 16 2 |£23,303 10 1 | £7,029 18 10 “L'gx,on 6 8 £4,100 16 2 {£23,303 10 1 | £7029 18 10 |£31,079 6 8
- it __
BALANCE SHEET, 31st December 1898.
LIABILITIES.
| J::',‘:‘L Factory Brancu A, BRrANCH B. ToraL
£ s d } £ s d £ s d £ s d 'y s d
Share Capital .. .. .. .. . .. .. 75000 0 O | .. .. .. 75000 O ©
Debentures .. .. .. . .. . .. 50,000 0 O | .. .. 50,000 O ©
Creditors .. .. .. . . .. .. 550 10 © 9.584 11 3 176 7 6 359 2 6 10670 11 3
Current Accounts .. .. .. .. .. .. 4814 3 3 3083 111 .. ! 3,747 3 10 ..
Profit and Loss Account .. .. . 18,937 5 4 3004 3 O 13,033 6 5
|
|
Il - _—— . e ———
I £130,364 13 3 £12,667 13 2 {1913 1210 | £7710 9 4 L£148,703 17 8
T T —— | T
ASSETS.
| ol;‘:fl:; ! FAcToRY BRANCH A, 1 BrancH B. ToTtAL
i s d £ s d £ sd ‘ £ sd £ s d
Premises .- . . . .. . . 70,000 0 © .. . i .. 70,000 O o
Goodwill .. .. .. .. .. . .o ¢ 30000 O O .. l 30000 O
Machinery, &c. .. . .. .. .. .. ] 10575 0 0 .. . .o 10,575 O ©
Stock .. .. . ! . 9177 5 7 4590 3 8 1932 5 S 1568 14 8
Debtors .. .. .. .. .. .. o .. .. 9020 2 9 5730 2 3 15.350 5 ©
Cash at bank .. .. .. .. .. .. .. 6,790 1 6 .. .. .. 6,790 1 6
Cash in hand .. .. .. . . .. . 16 2 6 135 9 2 89 3 2 | 8 1 8 208 16 ©
Current Accounts .. .. .. . .. .. 6830 5 9 .. 4814 3 3
Profit and Loss Azcount .. .. .. .. .. 6,153 3 6 3,354 18§ !
|
I e - T T
130,364 13 3 1 £12,667 13 2 £19,113 12 10 L7710 9 4 £148,703 17 8
_ _ = _ __ R

Note.—1n practice st would be more convenient for the Machinery Accounts to be kept in the books of the respective branches, thus avoiding the necessity
of making the necessary udjustments for depreciation through the Current Accounts.
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SUMMARISED BALANCE SHEET, 31st December 1898.

Liablities. £ s d £ s d | Assets. £ s d“ £ s d
Capital Account (7,500 shares of {,'xo ! Goodwill .. 30,000 0 O
each, fully paid up) .. . o 75,000 o o | Premises . .. 70,000 0 O
Debentures .. . .. 50,000 o o [ Machinery, I-lx(ures.Purmture. &e. .. .. 10,575 © o©
Creditors .. 10,670 11 3 lStock -in-Trade . .. 15,689 14 8
Pront and Loss Account :— Debtors .. 15350 § ©

Balance from last Account . 1,621 3 2 Cash at Bank 6,790 1 6

Net Pront for the Year (as per « in hand 298 16 6
Profit and Loss Account) . 11,412 3 3 — e 7,088 18 o

! ———— 13033 6 5 ‘

! [us 703 17 8 | £148,703 17 8
| | e

Dr. SUMMARISED PROFIT AND LOSS ACCOUNT, for the Year ended 3ist December 1898. Cr.
£ s d i £ s d
To Head Office Salaries and Office hxpenses 3.519 6 8 | By Gross Profit .. ‘ 19,186 9 11
. Income Tax .. . 650 o0 o
. Directors' Fees 1.500 0 © '
» Auditor’s Fees . . . 105 0 o ]
« Debenture Intercst . 2,000 0 O
. Balance, being Net Profit for the Year 1,412 3 3
[19.1%6 9 It £19,186 9 11
FOREIGN BRANCHES. the books as ordinary cash discounts, without other-
The method of recording the transactions WIS€ disturbing the system already described.

occurring at various Branches of the same business
having now been described, there remain to be con-
sidered those points which must be bore in mind
i connection with the application of this principle
' the accounts of a Branch situated abroad, where
‘he transactions (or the majority of them) naturally
ke place in the currency of that country, and not
in English money.

If the exchange value of the foreign currency
never varied, the problem would, of course, be a
most simple one, as in that case a certain number of
dollars, francs, &c., would always represent the same
amount expressed in sterling; but, as a matter of
fact, there is no such fixed exchange value, and
indeed differences of exchange arise in practice in

and itsy dependencies abroad where the English
roinage is employed. These latter differences, how-
ever, relate solely to remittances, and may therefore
be treated as being merely the commission charged
(vr allowed) by bankers for forwarding money to a

In the case of foreign currencies, however, the
position is different. The essence of the problem is
that while profits are, for the most part, earned in
one currency, they have to be distributed among
shareholders (or partners) in another; while the
working capital of the undertaking (or the bulk of it)
is, for the time being, invested in assets which are
Add to

these the facts that the rate of exchange is fre-

only realisable in the foreign currency.

quently altering, and sometimes varies within very
and the further fact that
the intrinsic value of the foreign currency is

considerable limits,

often far less than even its exchange value, and
it will be seen that the problem is one that requires

‘ the most careful consideration, if it is to be treated
connection with remittances between Great Britain '

so that the accounts may accurately show the

position of affairs.

In the majority of cases it will be found that
while the proprietors reside in Great Britain, and
profits have to be divided there, the bulk of the

distant place, and may be conveniently treated in fixed and floating assets are held in a foreign
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country ; while—with the excep;i‘on of such liabili-
ties as debentures, mortgages, &c.—most of the
debts of the undertaking would be due in the
foreign country and payable in foreign currency.
The undertaking itself, however, is a British one;
and the accounts which are required to show its
position from time to time have to be submitted in
British currency. Very little consideration will
suffice to show that the method so ordinarily
adopted of converting the Foreign Trial Balance,
and incorporating it in the Head Office books, at
a uniform rate of exchange cannot in the nature of
things produce correct results.

For instance, with Anglo-Indian undertakings it
is common practice to regard the rupee as being
worth 1s. 6d., and to convert the Indian Trial
Balance at this assumed rate of exchange. The
result is that while fixed assets (which might pro-
perly be brought into the accounts at cost, less
depreciation) are probably upheld at a considerably
lower figure, debts due to the undertaking and pay-
able in rupees, together with any cash balances in
India, are stated in the accounts at a figure con-
siderably in excess of the amount that could pos-
sibly be realised in sterling if they could be all
collected and the total cash (in rupees) remitted
home. While, per contra, the local liabilities are
statenl at a sterling figure in excess of the amount
that would have to be sent out from home in order
to extinguish them. This system is also equally
misleading in connection with the Trading and Profit
and Loss Accounts, sceing that all the Revenue

items—i.c., the aggregate of the transactions repre-

senting income and expenditure during the current
period—are stated at amounts in excess of the actual
It |
will thus be seen that by this method fixed assets
liabilities
stated, floating assets are under-stated, and the |

value in English money of these transactions.

are probably under-stated, are over-
amount of all Revenue items is exaggerated. Under
some circumstances it may so happen that the
various items of assets and liabilities so balance
each other that the aggregate result is approxi-
mately, if not actually correct; but it can only be
quite by chance that such a result should be pro-
duced. The general custom is to provide for the
admitted inaccuracy of the result as a whole by a
general Reserve to cover the loss oii exchange. This
may, of course, answer the purpose of preventing the
final figure of net profit being over-stated, and so
dividends being paid out of Capital; but it must
be clear that, whatever the advantages of the
system on the score of simplicity, it is in its nature
quite inaccurate and unworthy of adoption, except
perhaps in connection with isolated transactions
undertaken by concerns that do not habitually trade
abroad.

The only system that can give really reliable and
accurate results is one that recognises that in the
case of such undertakings the forcign currency,
instead of being a definite expression of value, is
only the “medium” temporarily emploved at the
Branch for the record of the transactions in such
a form that they can be afterwards considered upon
their respective merits by the Head Office when the
Foreign Trial Balance is periodically remitted home.
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PROBLEM.—Explain how the following Trial Balance of the books of a Branch in New York should be
incorporated in the Head Office Accounts:—

TRIAL BALANCE. 3lst December lgor

Head Office Account .e .. .e .e .o $20,000
Remittance Account . .. . . . $#5,000
Cash .. . . .o .. .e .. 4,260
Debtors .. . o .. e .. .. 7,500
Creditors .. .o .o .o oo .. .o 1,000
Fixtures and Fittings . .o .o ve .. 1,740
Stock (on 1st January 1gor) .. . .. . .. 4,650
Purchases .. N v . . .. .. 16,210
Sales .. .. .. .. .. .. .. 28,430
Trade Expenses .o .. .. e .. .. 4,600
Discounts .. .. .. . . . .. 250
Bills Receivable o .. .. .. . .. 5,720

$49.680  $49.680

Stock on 31st December 1901, $4,800.

Assume that rate of exchange on 31st December 1901 is 5, that the average for the
year is 498, and that the rate on 1st January 1gor (and before) is 503.

In the Head Office Books the following balances appear:—
New York Branch .. .. . .. . . £3.960 7 10 debit

Remittance Account.. .. .. .. .. ve 1,004 O o credit

First convert the dollars into sterling; fixed assets at same rate as before; floating assets and liabilities at current rate;
Revenue items at average rate ; the remittances at actual rate ; the Adjustment Account at sime rate as before (=figure in Head
Uffice Books) :—

NEW YORK TRIAL BALANCE,
31st December 1901.

£ s d £ s d
Head Office Account .. .. 3.900 7 10
Remittance Account (amount reahsed) .. .. 1,004 0 ©
Cash .. .. .. .. .. 852 0 o©
Debtors .. . .. .. .. 1,500 0 ©
Creditors .. .. .. . 200 0 ©
Fixtures and I mmge .. .. .. .. 344 11 1
Stock (1st ]anuary 190!) .. .. . .. 920 15 10
Purchases .. .. .. .. 3,255 O §
Sales .o . . .. .o 5,708 16 8
Trade Expenses .. e e o .. 923 15 8
Discounts . .. .. . . 50 4 o
Bills Receivable .. .. .. .. .. 1,144 0 ©O
Difference in Exchange .. . .. . 2414 6
£9.914 3 o £9.944 3 o
Stock (318t December 1901), £960.
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Then pass the following Journal entries in the Head Office Books:—

]OURNAL 1901.

318t December. s d £ s d
Remittance Account .. .. .. 1,004 O O
To New York Branch Account .. 1,004 O O
New York Trading Account .. .. .. .. 5,099 II Il
To New York Branch Account . . .. .. 5,099 I1 11
Viz.:—Stock (1st January 1901) £920 15 10
Purchases . 5255 O §
Trade Expenses .. . 923 15 8
£5.009 11 11
New York Branch Account .. . .. .. 6,743 15 2
To New York Trading Account .. .. e .. 6,743 15 2
Viz, :—Sales £5,708 16 8 !
Stock (318t I)ecember 1901) 900 0 o |
Discounts .. 50 4 © i
Profit on Exchange .. 2414 6
£6,743 15 2
New York Trading Account .. . .. .. 1,644 3 3 ..
To Profit and Loss Account C . .. 1,044 3 3
(Being Profit on New York Branch transferred. )
The Ledger Accounts in the Ilead Office Books will then appear as follows:—
Dr. NEW YORK BRANCH ACCOUNT. Cr
_ - —— I — .
1901 £ s d £ s d 1901 £ s d £ s d
{nn. 1 | To Balance 3,960 7 10 || Dec. 31| By Remittance Account.. 1,04 © o
dec.31 | » New York TradmgAccount 6,743 15 2 .,1 New York T.:ading Account 5.009 11 11
. | ! » | » DBalance down, viz:i—
' ! Cash .. . .. .. 852 0 o
Debtors .. . .. 1,500 0 O
Bills Received .. .. 1144 0 ©
Fixtures .. .. .. 344 11 1
Stock. . .. .. .. 9o o o
‘ 4.800 11 1
Less Creditors .. .. 200 0 0
e $605 11 1
| o -
f1o704 3 0 £10.704 3 o
1901 —————1‘ —————————
Jan. 1 |To Balance P ' 460011 1
Dr. REMITTANCE ACCOUNT. Cr.
L S S
gor | £ s d 1901 £ s d
(variouns
Dec. 3t ‘ To New York Branch Account .. . 1,004 0 O Dates) By Cash 1004 O o

|
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Dr. NEW YORK TRADING ACCOUNT. Cr.
1901 £ s d ‘ 1901 £ s d
Dec. 3 To New York Branch Account, Stock Dec. 31 By New York Branch Account Sales .. 5,708 16 8
(1st January 1 920 15 10 ” " " " Stock .. 960 o o
. ” \lewYork BrancgoAccoum Purchases 3,255 O 5 w ” " " Discounts 50 4 O
. - "Trade Ex- w " w - Profit on
l 923 15 8 Exchange .. e .. 2414 6
. - Proﬁt and Loss Account: Net Profit 1,644 3 3
‘ ’ £6,743 15 2 H . £6,743 15 2
—————————— [ ————
| S =]
Dr. PROFIT AND LOSS ACCOUNT. Cr.
U I - | _
1901 . £ s d
| Dec 31 i By New York Trading Account .. i 1644 3 3

Note.—Had the errvoneous system of adhering to one fixed rate of exchange been adopted, the profit of the New York
Branch would have appeared to be £1,604 (at 5, the rate of the day), or [1 611 os. 11d. (at 498, the average rate)—a
difference of 2§ and 2 per cent. respectively.

DEPARTMENTAL ACCOUNTS. I:Iivision of the Bought T.edger Accounts: it is far
~l)etter that each Personal Account should record

Another branch of the class of accounts already : . .
the whole of the transactions entered into with each

considered in this chapter relates to the division of
rhe business into separate Departments, usually (but
not necessarily) situated under the same roof. The
various departments of a large undertaking are | ° .

of income and expenditure as to enable, at all

usually under separate management, and for this ! Trading A b )
. . - . ! S, a se tt ccount to be preparet
reason (if for no other) it is desirable that the ©VeNt & separate Trading Accoun prep

accounts should be framed so that the results

Iparticular person. With regard to the Nominal
!Accounts, however, this is not the case, the balance
i of advantage lying in so analysing all the sources

for each department, if not a separate Profit and

|
achieved by each may be separately shown. Even Loss Account as well.

in smaller undertakings there are numerous, and
obvious, advantages to be derived from the
employment of Departmental Accounts.

So far as the Purchases are concerned this can be
readily done by adopting a tabular form of Bought
Book, and separate Pay Sheets for the wages paid
in respect of each department. A convenient form

These accounts differ from those connected with | of Bought Bookis shown overpage, the variousitems
Branches, in that the customers of one Branch may |in the Total column being posted to the credit of
be— and very likely are—customers of all Branches: |the various Personal Accounts in the Bought Ledger,
it will therefore be very undesirable to keep | while the totals of the various Analytical columns
separate Sold Ledgers in respect of each depart- | are posted monthly to the debit of separate Pur-
ment.  For the like reason there is usually no jchases Accounts opened in respect of each
alvantage to be obtained from a departmental | Department.
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BOUGHT BOOK.............
—‘-3-7_—>> - B.I.| Total of !
L I otal o
Date gé Name Fo. Invoices
T - £os d

A similar form of ruling may (if desired) be
employed for the analysis of Sales, but it frequently
happens that these are far too numerous for this
to be the most expeditious mode of procedure.
The invoices for goods sold—whether on credit or
for cash—should be prepared in the Sales Depart-
ments, in duplicate, by means of a carbon sheet.
In the case of Cash Sales, the duplicate will pass
in the first instance to the Cashier, and the number
and amount be entered upon the Cash Sheet, so
The
duplicate is then passed on to the Counting House,
which also receives direct from the Selling Depart-
ment the duplicates of the bills representing Credit

that the Cashier's money may be checked.

Sales. As each bill is numbered consecutively, and
a summary of the numbers and amounts kept in the
Selling Department, there is no difficulty in tracing
the loss or destruction of a bill, should it occur. The
Credit Sales duplicates are passed on to the Sales
Ledger clerks, who write them up in their respective
Day Books, and then hand them to the Dissecting
Clerk ; while the Cash Sales (luplic'ales are written
up in the Cash Sales Book by the Chief Cashier’s
assistant, and then also handed to the Dissecting
Clerk. It is the duty of the latter to analyse both
the Credit and the Cash Sales of each day, giving
each Department credit for its sales; the Dissecting
Clerk’s total for the day’s Credit Sales must agree
with the Day Book totals, while his total for the
Cash Sales must agree with the total Cash received
by the Chief Cashier from the Departmental
Cashiers. The entries in this Analysis Book thus

Depart- Depart- ! Depart- Depart- Depart- l Depart-
ment ment ment ment ment | ment
A B. C. D. E. l v,

L os d | £ os d £ os d £ os d £ s d Lo d

form the medium for posting to the credit of Sales
Accounts opened for each Department the Day's
Sales of that Department, both on credit and for
cash. (c. f. Chap. XVIII).

It not infrequently happens that. one of the
Departments may have occasion to purchase from
another, as, for instance, the Dressmaking from the
Drapery Department.  In such a case the Drapery
Department treauts the Dressmaking Department as
an ordinary customer (save that, as a rule, the goods
would be charged at trade or cost price), while the
Dressmaking Department hands over the invoice o
the Counting House as an invoice respecting goods
purchased by it in the ordinary way. At the end of
each month the total goods sold by each Depart-
ment to other- Departments is ascertained, and a
the Sales Account and
crediting the Purchases Account of the Selling
Department with that amount.

transfer made debiting
The reason for
treating these transfers as deductions from Purchases,
instead of as Sales is because they do not bear the
ordinary Gross Profit, and it is desired to remove
any element that might tend to disturb the per-
centage of gross profit realised upon actual sales.
listablishment expenses of all kinds would be
debited to Nominal Accounts in the usual way. As
arule, these expenses would be transferred to a com-
bined Profit and Loss Account, which would stand
credited with the gross
Department.

profit eamed by each
Sometimes, however, it is thought
more convenient to charge the whole—or some—of
these Expenses to the Departinental Accounts, in
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which case the charge might be either by way of
apportioning the total
tained ; or the departments (or some of them) may
be charged a fixed sum per annum, in which case
that sum is debited to them and credited to the
various general Nominal Accounts concerned.

expenditure, when ascer-

The following example shows the form in which
the accounts would be prepared of a business divided
into three departments, two of which are Trading
Departments the
Department.

and third a Manufacturing

PROBLEM.—The following is the Trial Balance of the books of A. B. at 3oth June 1go1:—

Sundry Debtors ..

» Creditors
Plant and Machinery
Bills Payable ...

» Receivable

Shares in Imperial Land Company, Lim...

Capital Account

Cash in hand...

Bank Overdraft

Bad Debts

Stock at 30 June 1goo—
Department A

" B
” C
Purchases—
Department A
” B
” C
Sales—
Department A
»w B
w C

Wages Productive, Department B
Salaries and Wages Unproductive
Drawings

Advertising

Dividend on Shares

Interest to Bank

Commission

Rent, Rates, and Insurance
Discounts and Allowances
Depreciation

Carriage

General Expenses

Stationery e
Discounts on Purchases

£ s d £ s d
1,520 0 O
1,346 o o
1,050 0 ©
329 0 O
... 108 o0 o
250 0 0
1,625 0 o
22 0 O
532 0 O
46 o o
£790 o o
320 0 O
400 0 O
—— 1,510 O O
2,851 0 o
821 o o
2,021 O O
50693 o o
3,075 © o
1,563 o o
3540 0 O
—_ 8,178 o o
419 0 ©
322 0 O
210 0 O
251. 0 O
25. 0 O
76 o o
142 0 O
IIT 0 o
129 0 O
132 0 O
103 0 O
70 o o
. 25 0 O
154 0 o

£12,189 o0 o £12,189 0 o
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The Stock at 3oth June 1go1 amounted to—Department A, £1,005; Department B, £365;
Department C, £305. Provide 24 per cent. for discount on Book Debts, £75 for Reserve for
loss through bad debts, and adjust in the year the proportions of the following :—

(1) Fire Insurance Premiums paid to 25th March fr1goz, £44. (2) Rent of works for
quarter ended 24th June 1go1. £45. (3) Telephone rental dne and paid 3oth November

1go1, £2o0.

Prepare (a) Trading Accounts for the Departments A, B, and C.

Loss Account. (c) Balance Sheet.

The following adjusting entries are necessary before finally closing the books :—

JOURNAL, 1901.

(h) Profit and

3oth June. L s d £ s d
Suspense Account.. .. .. .. .. Dr. 41 6 8
To Rent, Rates, and Insurance .. ot 3;‘: g Z
. General Expenses *
(Being proportions paid in advance—vnz say, three- fourths of £44 equals £33,
five- twelfths of £20 equals £8 06s. 8d.) |
Rent &c Account . .. .o . .. Dr. 45 0 o
’l‘o Suspense Account .. .. . 45 o0 ©°
(Being one quarter’s rent of Works due Mndsummer last. )
Discounts and Allowances . . .. .. Dr. 38 o o
To Reserve for Discounts .. .. .. 38 o o
(Being 2% per cent. on Sundry Debtors. £1.520. reserved to cover Cash
Discounts.)
Bad Debts .. . .. Dr. 75 0 o
To Reserve for Bad and Doubtful Debts e 75 o o
(Being provision for possible loss by reason of Doub(l’ul Debts. ) '
Dr. TRADING ACCOUNT for the Year ended 3oth June 1gor. Cr.
‘ L | o . ’ ) T -
\ Dept. A. Dept. B. Dept. C. | Dept. A. Dept. B. Dept. C
| i
! \
£ s d £ s d £ s d £ s d £ s d s d
To Stock: 3oth June rgoo .. 790 0 o 320 0 o 400 0 0 By Sales .. .. .. 3075 0 0o | 1563 0 o 3540 0 ©
» Purchases .. .., 2,851 0 O 821 o0 o 2021 o o | . Stock: jothjuncigor | 1,05 o o 35 o o 305 0 v
» Wages . . 419 0 O '
» Gross Proﬁt. transferred |
to Profit and Loss Ac- |
count .. .. 430 0 0 ! 368 0 o | 1424 0 o |
f
{4,080 o o J[m)zﬂ 0 0 £3%45 0 o u " L4080 0 o |£1.928 0 o | L3845 0 o
S - i e |




BRANCH ACCOUNTS, ETC.

To Rent, Rates and Insurance
“’ages and Salaries. .

.
« Advertising .. .
~ Carriage .. ..
» Commission ..

« Stationery

.

General E!])e;l;?s
Bank Interest. .

« Bad Debts

«» Discounts and Allowances. .

De

reciation ..

: Balance (being net profu for the )oar)

transferred to Capital Account

£ s d £ s

123 0 o
322 0o o
251 0 o
03 0 o
142 0 ©
25 ¢ o
61 13 4

-— 1,027 13 4
76 o o
121 0 O
167 0o o

—_— 364 o o

. 132 0 o

. 886 6 8

£2,410 0 o

PROFIT AND LOSS ACCOUNT for the Year ended 3oth ]une 1901.

s d
{ By Gross Profit from Tradmg Accoum £
A Department 439 0 ©
B " .. .. .. 368 o o
C ” . .. .. 1,424 0 O
» Dividend ou Shares . .. .. .. .
» Discounts on Purchases .. .. .. .

|
|
|
|

BALANCE SHEET, 3oth June 1gor1.

Liabilities.

CAPITAL ACCOUNT:—
Balance, 1st July 1900 ..
Net Profit, per Proﬁt and Loss

Account , .

Less Drawings

Bills Payable .. .. . .
Sundry Creditors .. ..
Bank Overdraft .. . .. ..
Suspense Account . . .

£ s d £ s d
1,625 o o
886 6 8
2,511 6 8
210 0 ©

_ 2,301 6 8

1,346 o o

329 0 o0

. 532 0 o

. 313 4

£4512 0 o

Stock in Trade ..
Bills Receivable
Sundry Debts ..
Less Reserve for
Discounts
» Reserve for
Bad Debts

Cash in han

2,231 ©

N

w

(=]
ococo

154 ©

£2,410 0 o

Plant and Machinery (less Deprecumon) ..

75 0 o

Assels.

[1.520 [}

£38 o o

Shares in lr:;penal Land Co le . .

-

o

~

W
coow
cooR

1,407
250
22

oo
[-X-N-}

£4s12 0 O

—————



CHAPTER VI.

TABULAR BOOKKEEPING.

HE term “ Tabular Bookkeeping” is generally
applied to a special form of Ledger, but it is |

obviated by the employment of a tabular Cash Book.
An example of such a book will be found in

equally applicable to books of first entry, and the | Chapter XIV., which deals with Bankmptcy and
advantages of the system may be as often intro- | Insolvency Accounts. Another form, which may be
duced at this point as in connection with Ledgers. | usefully described here in greater detail, is the
Any form of account book which is provided with | ordinary Cash Book, from which Ledger postings
several columns, in order to facilitate the classifica- | are made in detail, with a large number of analytical

tion of the transactions recorded, may be pmperly‘
stated to come under this heading.

TABULAR CASH BOOK.

Probably the commonest example of the employ-
ment of tabular bookkeeping is the ordinary three-
column Cash Book, which provides separate columns
for the record of transactions with the Bank, with the .
Office Cash, and Discounts. The advantages of |
this form of book are too well known to call for |
any detailed comment. It may, however, be
pointed out that, while the ordinary three-co]umn)
Cash Book is a very rudimentary form of tabular
bookkeeping, so far as it goes it well illustrates the
advantages which the system offers, as applied to
books of first entry. More elaborate examples of
tabular Cash Books are found when it is thought
desirable to provide for the separate balancing of
several Ledgers without introducing subsidiary Cash
Books for each. v

Another—and perhaps more
generally used—form is that which enables a large
number of detailed postings to be dispensed with,
periodical totals being substituted therefor. In

\total in order to save clerical labour:

extreme cases (as, for example, in the accounts of
non-trading charitable institutions, the accounts of |
trustees in bankruptcy, and the like) the necessity(
for the employment of a Ledger”may be entirely

columns, which are added with a view to enabling
the various Ledgers to be balanced separately, and
also with a view to reducing to a minimum the
number of detailed postings that have to be made to
certain accounts in which numerous transactions
occur. The following example, which gives the
pro formi ruling of a Cash Book suitable to a
large Building Society, clearly shows how this may
be accomplished. The only entries posted in detail
into the General Ledger will be those entered in
the column marked “ General Ledger.” The others
will be posted to the proper accounts in the General
Ledger (many of which, it will be observed, are
“ Adjustment Accounts”) in daily totals only, the
detailed postings being made tn the various sub-
sidiary Ledgers—viz., “ Advances Ledger,” “ Paid-up
Share Ledger,” “Investment Share Ledger,” and
“ Depositors’ Ledger.” The receipts in respect of
“Tines” afford an example of a class of transaction
which frequently occurs, and which is only posted in
the fines
received would, of course, have to be also entered
in the various departmental Ledgers, but they would
there be recorded in memo. only, as in no way
affecting the balances outstanding on the various
members’ accounts.
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NOTE.—On account of the large number of columns, and for other rcasons, 1t will usually be found preferable to record the debit and credit entries in scparate

books, called respectively ** Cash Received ' and ** Cash Paid,” the daily totals of each being posted to a Bank Account in the General Ledger.

Before leaving this branch of the subject, it may
be added that in many trading concerns it will be
found convenient to add an extra column upon each
side of the Cash Book for the record of Cash Sales
and Cash Purchases respectively, as by this means
postings, in weekly or monthly totals, may be sub-
stituted for a large number of detailed postings upon
each side. Similarly, if transactions in Bills are
very numerous, it will often be found convenient to
add an additional pair of columns for “ Bills Pay-
able” and “Bills Receivable” respectively, more
especially if the Bill Book be extended into a “ Bill
Ledger,” as in that case the Bill Ledger may be
readily balanced separately.

TABULAR JOURNAL.

Passing on to other buoks of first entry, the
ordinary form of Purchases Book, with Analysis
columns for each department, is, of course, an
example of Tabular Bookkeeping, and the ordinary
form of Bill Book is another example. It is, how-
ever, only thought necessary to illustrate -one form
of ruling under this heading, as showing the develop-
ment of which the tabular system is capable. The
form given overpage will be found particularly useful
to Agents and others who have occasion to buy, or
sell, goods, or to incur expenses on behalf of
numerous other persons, as it automatically ensures
the debiting of some person or persons with the
full amount of each liability incurred. It is, of
course, purely a question of convenience whether
the accounts to be ‘debited be placed in columns
and the accounts to be credited in lines, or whether
the accounts to be credited be placed vertically and
the accounts to be debited horizontally. In prac-
tice, however, it will generally be found desirable
to place the largest number upon horizontal lines,
with a view to reducing to a minimum the number

of columns required.
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EXAMPLE :
FORM OF EXPENSES JOURNAL
suitable for Agents, etc.

.g - Accounts to be Debited
oz ‘_5,_33 Amount
a .“-5 §s§ Fo. lnv(:aficc !
o | <70 A B C | DbD|E I
“ |
£ s d|fsd|{fsd £sd|fsd|Lsd|£sd
i
|
|
Fo. | Fo. i Fo Io Fo Fo

TABULAR LEDGER.

The most important developments of the Tabular
System are, however, to be found in connection
with Ledgers. Leaving upon one side the rudi-
mentary forms of Tabular Ledger that have already
been mentioned, the varieties in general use may be
divided into two classes. The first class is suitable
for the record of transactions when the number of
Personal Accounts is very considerable, and when
only one such transaction occurs with each person
during a specified limit of time. These conditions
apply to Rent Accounts, the Rate Accounts of Local
Authorities, Subscription Accounts of
Societies, Accounts for Gas, Water, Electric Light,
Telephone Rent, and the like. In all these cases
the number of separate Personal Accounts required

EXAMPLE :

various

| I

‘ No. in

FORM OF TABULAR LEDGER (Suitable for a Water Company).

is so considerable that a Ledger kept upon the
ordinary lines could not be very readily balanced,
and the tabular form, each page of which is capable
of being balanced separately, is therefore more con-
venient. The essential principle is that of dividing
the Ledger into pages (or groups of pages), not
according to the transactions with each of the various
persons concerned, but according to the date, or
period, covered by these transactions. ‘That is to
say, a folio (or, if necessary, a number of folios) is
set aside to record a/l the transactions of a certain
nature during a certain prescribed pcriod ; the
period will naturally vary according to the nature
of the undertaking, but whatever period may be
covered, al/ the transactions that occur within that
time (and which are of such a nature as to be
recorded in this Ledger at all) are entered upon the
page (or series of pages) dealing with that particular
period. ‘These pages are ruled in columnar form,
so that a separate line may be devoted to each per-
son, and a separate ‘column to each class of transac-
tion that may have to be recorded; or sometimes it
may be convenient to reverse the process, and to
assign a column to each Personal Account and a line
to the record of each separate item in that account.
As a rule, however, the first-named is the more usual
course. It is not thought necessary to give numerous
examples of Tabular Ledgers coming under this
heading. The following will clearly explain the
working of the system, whatever may be the exact
rature of the transactions to be recorded.

Allowances,

. R i Annual . Vacancics, | .
Arrears [ & [Arrears 5.0, Street and |Rate'ble| Rent | Extr: 2 ¢|Amount and Bad Debts| Arrears (The like par- (The like par-  Arrcars
31/12/o2| % [Coll'ct'd|X %! Name Value | (for Xtras, S Rectivid 31/12/03| ticulars for 1904) | ticulars for 1905)  31/1205
i Water) e
| £ < Amount
£ sd £sd ‘ £sdlgsdlfsd 7[5'1 L£sd|£sd i £ sd

NOTES :—A scparate line to be devoted to each Account.

The name of cach Street to be written across the column marked “ No. in Street and Name,” and the
various accounts in that Street to be written thereunder.
If the rate is payable half-yearly, two lines should be devoted to each Account.
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It will be seen that, under this system, the total
of each of the various columns is capable of being
agreed with known facts, and these totals having
been so agreed, the exact balancing of the Ledger
as a whole follows as a matter of course, if the
additions

correctly made.

various and cross-additions have been
If any difference occurs it must be
due to a mistake in addition, and that mistake can
be readily located on to a single page. Tabular
Ledgers may therefore be very easily balanced
ezactly, even if the number of separate accounts
should run into several thousands.

From what has been stated, it will be scen that
Tabular Ledgers have their limitations, and that
the form so far described is only suitable when
there is but one debit (or possibly two) to be made
to each person during the period covered by the
Ledger opening.  Up to a certain extent, the appli-
cation of the Tabular System may be slightly
extended to deal with exceptional cases by leaving
three or four lines to an account; but, speaking
generally, if there is more than one debit to an
account in each period, the system is not suitable.
There is, however, nothing (save the question
of convenience) to prevent the period selected
for a Ledger opening being made as short as may be
thought desirable, but the considerable labour of
re-writing all the names each time a new set
has to be

naturally imposes a limit upun development in this

of folios brought into operation
direction,
An especial advantage of Tabular Ledgers is
. that, inasmuch as a great number of Personal
Accounts lie upon the same folio, and as the state
of each account can be very readily perceived, this
svstem affords great facilities for the collection of
cutstanding  debts.  Under some circumstances,
therefore, it may be thought desirable to extend the
system in directions which primd facic do not
appear to be very suitable-—c.g., to the accounts (or
some portion of the accounts) of ordinary traders
whose dealings with their customers are at frequent,

but irregular intervals. The Tabular System may

be applied to the requirements of such cases by the
employment in the first instance of a Subsidiary
Ledger to collect the various entries to the debit of
each customer, the totals being then transferred
into the Tabular Ledger when a periodical statement
This form of Tabular
Ledger is very suitable to such undertakings as

of accounts is rendered.

Collieries, which as a rule render daily invoices in
quantities only, the monthly statement of account
being the only priced invoice which is forwarded to
the customer. In such a case the Subsidiary Ledger
might record the various deliveries to the debit of
the customer in quantities only, and the Tabular
Ledger might be brought into play to record the
actual debit in money when the monthly statement
is sent out. As such monthly statements would
under normal circumstances be supplied at stated
intervals, a Tabular Ledger devoting a separate set
of pages to each month might be found useful in
this connection.

Another form of Tabular Ledger that is some-
times handy to the prcfessional man is one which
deals with all bills delivered to clients. A consider-
able proportion of these bills will doubtless be
settled by remittances within a comparatively short
space of time, and these may be definitely disposed
of in the Tabular Ledger at once. Others, however,
will remain outstanding for longer, or will have to
be settled “ in account” with other transactions, and
these, inasmuch as they cannot be conveniently
dealt with under the Tabular System, might be
readily transferred from the Tabular Ledger to
another upon the old-fashioned lines, and there
dealt with in due course. If the number of transfers
that had to be made for these reasons was incon-
siderable, the employment of a Tabular Ledger
would undoubtedly be found advantageous, in that,
while involving somewhat less labour than the
writing up of a Bill Book and the posting of the
various items to Ledger Accounts, it enables the
collection of outstanding accounts to be far more
readily supervised than would be the case with the
old-fashioned Ledger. A form of ruling designed to
meet these requirements is given overpage.
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g I | a . abular System wi
;E " nother development of the Tabular System with
o v regard to Ledgers is often applied (although per-
_Q R haps unconsciously) to the Nominal Ledger, or to
-§§§§‘ ® Nominal Accounts in a Private (or General) Ledger.
Q g°|« With a view to keeping the number of different
0,13,8p91 T Nominal Accounts within reasonable limits, it is
asingsia often customary to post somewhat different classes
873 . || of expenditure to the same account ; ¢.g., under the
a 555 :, heading of General Expenses, or ‘I'rade Expenses,
o o _ || the most diverse items will often be included.
gy |° Iurther classification of these various items is pro-
5‘3!-_‘!__5 : bably unnecessary for the purpose of compiling the
_ usual Profit and Loss Account; but for statistical
sy purposes totals of detailed expenditure under
— different classes may be required, which, with the
§'§ ': normal form of Ledger, can only be obtained by
ég “dissecting” the various Nominal Accounts. If,
however, each of these accounts be provided with
ok several Money columns, this dissection may be made
E — — continuously as the Ledger is posted, and is not
S P merely readily available at the close of the financial
518 = —————— — - year, but also at any time up to date. ‘Tabular
g; 350 ® Nominal Ledgers upon these lines are especially
S '3%8 ..: ! convenient where a great number of separate
3 = 3 - "‘-‘_——" Trading Accounts are.desirable for the different
5 §§:‘§‘§ . ' | departments. They will also be found useful to
; Eigg < merchants in connection with Consignment Accounts
8 < ° . of more than ordinary complexity, to publishers
a g.f:.“g : .| who may wish to show separately the results of each
- K _gg “ 1 work produced, and to others.
n ‘
Arewn A | . |
8 aﬁg The second main type of Tabular Ledger differs

EXAMPLE

Name of Client and Matter

Date of
Account
Rendered

essentially from the preceding.  Hitherto a form
has been dealt with which greatly facilitates the
handling of a large number of individual accounts,
but which is not suitable where there are a great
number of transactions at irregular intervals with
the same person, or where the necessity arises to
dissect in considerable detail the total debit to the
Personal Account. If, however, the position of
affairs is reversed, and a very detailed analysis of
the total debits is required without any very
great number of Accounts

Personal being
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affected, the Tabular System may still be applied
with advantage. The most notable instance of such
application is in connection with the accounts of
hotels, where the debits to the various visitors have
to be dissected over a great number of Nominal
Accounts.  Here, however, the inevitable limitation
of the Tabular System retains its hold to this extent,
that only one entry of exactly the same kind can be
conveniently recorded upon the same Ledger open-
ing.

ments of the altered position, it becomes necessary

Consequently, in order to meet the require-

to reduce the period that can be covered by a single
opening of the Ledger, the ordinary period covered
in thecase of an Hotel Ledger kept upon the Tabular
The shortness of this
period does not, however, cause any very serious

System being a single day.

inconvenience, because in any event the majority
of visitors do not make a protracted stay, and their
accounts will therefore under any circumstances
only ccver -a comparatively short space of time;
and because, further, the exigencies of this par-

|

ticular industry necessitate the Personal Account of
each visitor being invariably kept up to date hour
by hour, which would be impossible unless the
i Ledger were also used as a book of first entry. The
form ordinarily adopted under these circumstances is
thus upon the lines of the example shown overpage.
In comparatively small hotels it is desirable, if pos-
sible, to make the Ledger openings of sufficient size
to cover all the transactions of one day ; but if there
are more than about 3o visitors at a time this is
impracticable, and two or more openings must be
employed and the cross-totals carried forward. The
totals of the Nominal Accounts may be either
carried forward from day to day and posted direct
into the Nominal Ledger monthly, or they may be
abstracted daily into a Summary Book, and from
As
a rule, the latter will be found the most convenient
both because it
number of cross-casts and on account of the utility
| of the Summary Book for statistical purposes.

there posted monthly into the Nominal Ledger.

course to pursue, reduces the
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Tabular Ledgers upon somewhat the same lines
as the preceding may be used by many domestic
radesmen with advantage, and are in point of fact
in very general use in the Dairy and Bakery trades.
Occasionally it may be found advantageous (o
employ some modification of the Tabular System
the of Butchers,
Grocers, and others, and in this connection it should

inconnection  with accounts
be remembered that the abolition of the Day Book
effects a very material saving of clerical labour,
which will go far towards compensating for any
additional trouble that the keeping of the Ledger
may email.  The accurate keeping of a Tabular
Ledger requires, however, a certain amount of
technical training on the part of the bookkeeper,
which may often militate against its employment by

traders of this description.

SUMMARY.

To sum up, it will be observed that under favour-

able circumstances  the Tabular  Ledger greatly
facilitates the keeping of accounts upon such lines |
that they are always up to date and may be readily |
halanced exactly, while at the same time it especially |
lends itsell to a detailed analysis of Nominal |
Accounts, which is generally very desirable and |
often absolutely essential. A very important appli-

caticn of the system arises in conncetion with the

wsue of Capital by Joint-Stock Companies, and the
issue of Loans by Local Authorities. This, however, |
will be found to be dealt with separately in Chapter |
IN. The careful student will doubtless be able
o imazgine circumstances, other than  those

enumerated, in which the adoption of the Tabular |
Sidtem, either to books of first entry or o Ledgers,

is very desirable. It is, however, well to add a |
word by way of caution as to the circumstances
under which this system is nof applicable. Shortly,

‘t may be stated that when the transactions occur

at irregular intervals, and are of such a nature that ‘

they require to be recorded in the Ledger in con-
siderable detail, and in particular when (owing to
the nature of the business) it is essential to be able
to follow the transactions with each separate person
in the order of their occurrence, the Tabular System
is inapplicable, It may be also added that, save
for the purpose already mentioned in connection
with a Nominal Ledger, the Tabular System cannot
with advantage be applied to either Real or Nominal
Accounts, as it is essential that these should be
recorded in the Ledger with a certain amount of
detail attached to each item. It is also desirable to
avoid any form of Tabular Bookkeeping which
involves the mixing up of cash entries with entries
that have nothing to do with cash. Consequently a
book of first-entry upon Tabular lines which deals,
under appropriate columns, ‘with e/l transactions,
whether cash or otherwise, is an undesirable one,
in spite of the fact that it is very frequently
The

danger of employing this form of book in such cases

adopted by both solicitors and auctioneers.

is that, if entries not relating to cash should be
placed in the Cash columns, or if cash entries
should not be placed in the Cash columns, serious
mistakes may easily arise, and also, unless the entries
are very carefully verified, frauds might remain
undetected.  1¢ the Tabular System be applied to
books of first-entry it is important that cach of such
books should in the first instance be so arranged as
to only deal with transactions of a more or less

similar class. For example, Goods Bought, Goods

" Sold, Bills Receivable, Bills Pavable, and Cash, may

cach form a suitable subject for a book of first-
entry upou Tabular lines; but no two, or more, «f
these should be combined in the same book. Tt is
all the more important to emphasise this peint,
because  the combination already referred
undoubtedly effects a material saving of clerical
labour, which would be extremely advantageous «id

it not involve even more serious disadvantages.



. CHAPTER VIL

STOCK ACCOUNTS, AND STORE ACCOUNTS.

lN some old-fashioned works upon  bookkeeping

will be found, in which each separate parcel of

pro formd examples of a merchant’s accounts

goods is provided with a separate Ledger Account,
which is debited with the cost and credited with
the proceeds realised upon the sale of that parcel.
With accounts so kept, the gross profit is arrived at
by bringing together the credit balances of these
various accounts, and the exact manner in which the
total gross profit has been earned can be readily
perceived.
in very theoretical text-books that anything of the
kind can be really attempted.  Even if the amount
of detailed work involved did not render the cost of
carrying out such a system prohibitive, there are
very few businesses in which it would be practicable
to so ear-mark the goods bought and sold as to thus
keep tally of them from the moment that they came
into the place to the moment that they went out
again. Some traders who deal in articles of consider-
able value—e.g., jewellers—are, however, compelled
But

although the principle previously described is to

to keep a very strict account of their stock.

some extent followed, no attempt is made to open
a separate Ledger Account in respect of each article,
the Tabular System being employed instead, which
effects an enormous saving of time, and, moreover,

Tt is safe to say, however, that it is only .

| waste and to detect leakage.

enables the actual position of affairs at any time to

be more readily appreciated.

But although it is the exception rather than the
rule for a strict account to be kept of the various
commodities bought, sold, and consumed, in all
cases, some sort of an account is necessary to avoid
The various plans
adopted, suited to the requirements of different
be considered

undertakings, will in the present

chapter.

JEWELLERS’ STOCK ACCOUNTS.

It has already been stated that jewellers and
others dealing in articles of considerable intrinsic
value keep an accurate account of such articles upon
the Tabular System. These Stock Accounts form
no part of the system of double-entry, but are sup-
plemental thereto, confiming both the Gross Profit
the . Stock-in-Hand, any dis-
The stock

and and enabling
crepancies in either to be fully traced.

is usually, in the first instance, grouped under con-
venient general headings, and a separate Stock
Book, or a separate section in the same Stock Book,
employed for each. A convenient form of ruling is
that given overpage, although the special require-
ments of each business may involve some slight

modification.
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EXAMPLE :
JEWELLERY STOCK BOOK.
Department............coovvnentn From................ 100.. 0. vvvrieunernnns 190..
7. . .
f Stock on Selling Stock on
P , ot Purchases | Cost Price : h
£ | Date | Description of Articte | Frgmwhom . Incolee = hand | during | of (-omlh | Day Book | Price of | hand
; ‘ RN 19.. Sold . ...... 19..
- - : — T T T T
| £ s d £ s d £ s d ! £ s d £ s d

The working of this book will, it is thought, be
perceived without difficulty. At the commencement
of each financial period the amount of Stock-in-
Hand (as per inventory) is entered up in the Money
column provided for that purpose. The purchase
invoices are next analysed, and particulars inserted
column of all additions to stock,
reference being made in the column provided for
that purpose to the invoice, or to the folio in the

in the “ Purchases”

Invoice Book. The total of this column for any |

period should agree with the total Purchases, as
shown by the Invoice Book, and in order to check
the accuracy of the Stock Book these totals should
be agreed at least monthly. Each article as put
mto stock is provided with a Reference Number
(which agrees with the Stock Book number), so that
the cost
thereof and where it was purchased. Whenever
goods are sold—whether for cash or on credit—the
Reference Number is noted in the Cash Sales Book
(or the Day Book, as the case may be), and from
these books the third and fourth Money columns
of the Stock Book are compiled. The fourth
Money column contains the price realised for the
goods, and the total of this column should be
agreed monthly with the Sales effected. In the
third column is inserted the cost price of the goods
as sold—that is to say, whenever the selling price of
an article is inserted in the fourth column the cost

the salesmen can at all times ascertain

J —
i price is simultaneously inserted in the third column.
It may be added that this column is not always
I‘ employed in practice ; but it is especially convenient
because the difference between the third and fourth
columns at any time repr.'esents the gross profit on
gonds sold, and should be capable of exact agree-
ment with the gross profit arrived at from the
financial books, while the difference between the
( first and second columns added together™ and the
third column should at all times equal the cost pric«
of the goods remaining on hand. At the close of
the period these differences are extended into the
last column, which should agree exactly with the
inventory prepared at stock-taking. The more
valuable commodities will, of course, require check-
ing much more frequently than the annual stock-
taking, and it will be seen that this system lends
itself to the stock of the more expensive classes of
goods being verified at any time—if necessary daily.

In every case there will probably be some articles
stocked of a comparatively small value, which it is
not thought desirable to check in such detail as that
described. These will be grouped under convenient
descriptions, and all articles of the same description
might be marked with the same reference number,

provided, of course, their cost and selling prices
were the same. In other cases it may be thought
sufficient to keep tally in quantities only; but this

[ is not recommended, as the amount of trouble saved
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is no compensation for the loss of a direct and abso-
lute check, which is inevitable if there be any
material departure from the sytem of marking each
item of the stock with a reference number. If the
cheaper items of the same value be grouped, a

sufficient “ compression” of the system will be

effected to reasonably answer all practical purposes.

CELLAR STOCK BOOKS.

Another class of stock which it is generally
desirable to check in full detail is that contained in
the cellars of wine merchants, hotel keepers, &c.
Here, however, it is not generally either practicable
or desirable that the Stock Accounts should deal
with money. In the case of wine merchants, the
blending and bottling operations would make such
calculations a matter of considerable intricacy,
while per contra the selling price would by no means
necessarily be the same to every customer, and
would probably vary considerably according to the
quantity booked at the time the sale was effected.
With hotel keepers the need for a careful check
upon the money does not exist in connection with
the check upon the stock, in that the same person
would never under any circumstances be responsible
for both stock and money ; while the Gross Profits
are not cut so fine as to make it worth while to com-

pile detailed information as to the amount of profit,

carnedd  upon  each  Dbottle sold.  Cellar  Stock
Accounts  are accordingly  simplified in  some
respects; but, on the other hand, the transactions
are probably very much more numerous, so that
greater difficulty arises in checking them with the
financial books from time to time. Tt is best, there-
fore, to provide a separate column for each day of
the month, so that the amount taken out of the
cellar upon each day may be separately agreed. The
purchases will be much more rare in comparison,
and one column per month will therefore suffice,
particularly if a Date column be added to facilitate
reference. A convenient form of Cellar Stock Book
is given below : —

EXAMPLE:

L1GO. ...

For the Month of...

CELLAR STOCK BOOK?*

Dr.

| Differ- |
i ence

TAKEN oLT OF CELLAR

QUANTITY

Purchases

Stock on

last of
Month

Total

20 21 22 23,24 25 26 27 28 20 3o 31 for Month

i
7118 19!

12 13‘14 15 16:}1

3 45 6}7 8 9 xo‘nl

1

. Date ‘Quantily

Stock on
1st of Month

etc.

ge the “faint '* ruling of the book so that the space between

the second and third lines is considerably greater than between the first and second, and so on.

* Bottles and half-bottles of the same brand are recorded on succeeding lines : for the sake of clearn

lesirable to arran
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BULK STOCK BOOK.
The form of Stock Book given above relates

With regard
to liquor kept in bulk, a somewhat different form of
book will be found preferable.
of different items of which tally has to be kept is

exclusively to bottles and half-bottles.
Here the number

probably not very numerous, while the number of
mansactions in respect of each item may be con-
silerable.  For example, the contents of a butt will
not by any means necessarily be completely
exhausted before fresh liquor is put into it; and,
mdeed, it is probable that as a rule such butts
would be continually replenished, partly with
a view to improving the quality and partly with a
view to keeping it uniform over an extended period.
The Tabular System does not lend itself to the
record of transactions of this description, and it is
best, therefere, to fall back upon the ordinary old-
fashioned Ledger Account, opening a separate
account in respect of each butt, debiting it with all
quantities put in, and crediting it with all quantities
taken out. Additions which are direct purchases
may be cenveniently entered in black ink (with the
necessary reference to the invoice), while additions
exracted from other sources already in stock should
be inserted in red ink. Per contra quantites taken
out mot for immediate sale should be also entered
in red ink, the corresponding debit being either to
the Ledger Account of another butt, or (if the
quantities have been bottled) to the debit side of the
Cellar Stock Book; while if the quantities have
been sold without being bottled, the entry should be
made in black ink and the reference passed to the
Day Book.
work are dealt with from a bookkeeping point of

As all the transactions in the present

view, it is unnecessary to more than mention in pass-
ing that, wherever blending operations are under-
taken, they should be performed by someone
entirely trustworthy, so that accurate accounts may
be kept of any increase in the bulk arising from the
aldition of water. The stock in bulk can only be
artually ascertained by periodical gauging, and as
arule it is not convenient that this should take

The result is that
the check upon liquids in bulk is at all times neces-

place at very frequent intervals.

sarily somewhat incomplete, more especially bearing
in mind the fact that a certain amount of wastage
must be allowed for on account of evaporation.

BAR STOCKS.

On the other hand, when stock has to he kept of
the contents of bars, or other places where bulk is
“broken ” through the goods being sold by the glass
or other measure, no waste ought to occur, as in
measuring out liquids full measure is never given,
so that at least the whole of the nominal contents of
the receptacle ought to be accounted for. These
remarks apply even where what is called “full

measure "’

is the custom, because a liquid measure
is never absolutely drained, so that the amount that
goes out of a liquid measure is never quite so much
as its theoretical contents. Liquid stocks thus pos-
sess a tangible advantage over solid stocks, which,
when sold by weight, must in all cases be slightly
over measure, in order to afford the “turn of the
scale”; and the smaller the quantities sold at a
time, the greater the wastage arising from this cause
will be. With regard to the checking of bar stocks
generally, it is not practicable to employ any
tabular form of Stock Book, because it is practically
impossible to keep a strict account of the price of
the various items sold. A far simpler and equally
effective method is to take an inventory of the
contents of the Bar at frequent intervals, say once a
week at least, and to charge up the contents at sell-
ing price. Any additions to stock during the week
should be added to the original inventory at selling
price, and the difference between the figure so
arrived at and the selling price valuation of the
stock on hand at the end of the week should repre-
sent the cash takings of the Bar during the period.
It is not usual to discuss any small discrepancies,
either one way or the other; but bar-keepers who
continually  show a stock

deficiency  of are

superseded.
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GENERAL TRADE STOCKS.

In the preceding paragraph a method of keeping
an accurate check upon stock without going into
details has been described. This system is, how-
ever, only applicable (¢) Where the selling price
(6) Where it is practicable to take
stock at comparatively frequent intervals. (¢) Where

never varies.

wastage is trifling. To the majority of undertakings
none of these conditions apply. In most cases the
selling price varies to some extent, according to the
quantity sold at a time, e.g., dozens are sold at a
lower price than single articles, while, moreover,
the amount of stock necessary to carry on a satis-
factory trade is frequently so considerable that it is
practically impossible to take stock, save at such
rare intervals that—for this particular purpose—it
does not afford a sufficiently immediate safeguard
agiinst peculation.  Moreover, in many cases the
amount of waste necessarily incidental to the trade
renders it practically impossible to keep a very strict
account of the stock in items. All these considera-
tions, however, so far from removing the necessity
for a reliable check, tend to make one of even greater
importance, more especially when the business is
of such magnitude that the proprietors do not
attend personally to every detail. A system that is
very general among large traders is that of keeping
a check upon the operations of a department by
means of statistical accounts, compiled upon the
basis of an assumed percentage of Gross Profit. The
operations of the business as a whole are split up
into “ departments,” each of which is probably in
the hands of a departmental manager, who is
entrusted with the purchase of goods for his depart-
ment, and generally responsible for the results it
shows. It is known in advance what Gross Profit
onght to be earned upon the sales of each depart-
ment, and very frequently the manager’s remunera-
tion depends to some extent upon this percentage
being earne:d. The analysis of purchases and sales
into departments has already been explained, and
the reader will thus perceive that it is a very simple
matter to compile statistical Stock Accounts in con-

nection with each department, either weekly or
monthly, as may be preferred. At the commence-
ment of the financial year, the Stock Account starts
with the actual ascertained stock, as per the stock-
taking of that date. The additions to stock can be
ascertained from the purchases analysis. What,
however, is not exactly known is the cost price of the
goods sold—that is, of the figure that has to be
credited to the Stock Account in order that the
balance from time to time may show the cost of the
goods remaining in stock. The cost price of goods
sold may, however, be estimated by deducting from
the actual Sales the estimated percentage of Gross
Profit, and so long as the Gross Profit actually
the

accounts will be compiled upon a correct basis, and

earned equals this percentage, statistical
the stock at the end of the financial period will
agree with the actual Stock-in-Hand at that date.
Any discrepancy between these two figures will indi-
cate a corresponding inaccuracy in the estimated
Gross Profit. That is to say, if the actual stock is
less than the estimated stock, the actual Gross Profit
must be correspondingly less than the estimate, and

vice vorsd.

It may at first sight appear that there is but little
gained by preparing such Stock Accounts at fre-
quent intervals, seeing that they can only be verified
It must be
remembered, however, that any inaccuracy in the

when an actual stock-taking takes place.

balance of Stock represents an equal inaccuracy in
the balance of Gross P'rofit, and a careful scrutiny of
either will thus enable a check to be kept upon the
other. It is not merely in connection with the Gross
Profit that a strict check can be kept upon the
departmental managers, past experience will have
shown the proper ratio of the Stock at any period of
the year to the Sales, and any increase in the esti-
mated stock over what is regarded as a fair normal
stock at that time of year would be carefully
scrutinised.  Should the Stock at any time appear
tro heavy, the manager will be closely questioned

as to how the inerease arose, and it must be borne
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in mind that it is not open to him to question the
accuracy of the estimated figure of stock without
throwing an equal doubt upon the question as to
whether he is selling the goods of his department at
the proper rate of profit. For example, if three
months after stock-taking the stock of a particular
department appears to be {500 more than is
thought to be necessary, it is not open for the
manager to protest that in point of fact his stock is
not larger than usual, unless at the same time he is
prepared to admit that his Gross Profit for the past
three months is £s500 less than it would have been
had herealised the proper percentage of Gross Profit.
I: will thus be seen that figures compiled upon this
basis are of the utmost value to those who have
sufficient knowledge of the trade and the circum-
stances to utilise them to advantage.

It need hardly be stated that these figures, being
purely estimates, are kept entirely separate from the
| financial books. For convenience sake they are
{ usually compiled in tabular form, one set of
| accounts showmg the results of all the departments
upon an opening, and another set dealing separately
with the accounts of each department, the figures of
succeeding years being placed in successive
columns, so that the statistics covering an extending
period may be conveniently compared. At the foot
of each year are inserted in red ink the differences
between the estimated results and those shown by
the actual stocktaking. so that the information
afforded by these statistics may be complete. The
! following examples show suitable rulings for these
| purposes. They are, however, of course subject to

considerable modification, according to the exact
l nature of the business carried on.

EXAMPLES: MONTHLY STOCK ACCOUNTS for the Year ended 28th February 1902.
——— o - [ .
Dept. ““ A" l Dept. "B" 1 Dept. “C." 1 Dept. “ D." | Dept. *E.” | Dept. “F."" | Dept. “G." | Dept. “H."
(10%) (5% Gso | o % {15 %) 25 %) ‘ 8% (124%)
I
_ | ‘- 1 |
501 s d s d q £ d | s d s d s d s d
ar. 1 | Actual Stock z,goo o o | 6 o o e | s | ¢ £ J ‘ ‘
31 | Purchases 720 0 0O, 1000 0 0 .
. 2,720 0 o ‘ 6,10 o o_‘ )
. Net Sales 500 0 ©O 300 0 o | I
o i Estimated Stock .. | 2220 0 o| 580 o o ' | !
! &c., &c. i ‘ |
1902 \
Feb.22 | Estimated Stock .. 2,460 0 o] 6,270 o o I 1
zsi Purchases 39 o o 90 0 o |
2,850 o o I 6360 o o i |
. Net Sales 600 0 © 300 o o | :
« | Estimated Stock .. | 2250 0 0| 6060 o o | “ I
| ‘ = N —
Actual Stock . l 2370 0 o 6075 o o | | '
l Difference Over .. .. 15 0 © ‘
i . Under .. | 8 o o |
— | L | i o
MONTHLY DEPARTMENTAL STOCK ACCOUNTS, from 19oo-1 to 1903-4, Department “ A,”
Gross Profit, 10 9%,
Date | 1900-19O1 ' 1901-1902 ; 1902-1903 ! 1605-1904
i{_’sd sd £ sd| £ s d! ;dgsdlgsd[sd
Mar 5 Actual Stock . o . 1840 0 o . 2,00 o0 ol ‘
31 Purchases.. . .. 600 0 o 720 0 o I
2,440 0 o 2720 0 (-).1 ‘
. Sales .. 492 o o .. 555 11 1 '
| Lesst0% ‘ 49 4 o 44216 o 5511 1 500 0 0| ’
Al 1 Estimated Stock . l .. L,997 4 © 2,220 0 o ' 1
. &c. to end of year. ' l
| |
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STORES ACCOUNTS.

It is convenient to observe a.distinction between
the accounts kept as a check upon goods that are
bought for the purposes of re-sale (i.c., the stock of
traders), and goods that are bought for the purpose
of being used in manufacture (i.c., the raw materials,
or stores, of manufacturers). The former have been
described as “ Stock Accounts” and the latter may
“Stores Accounts.”

same general

be conveniently known as
To the principles
apply to both, but with Stores Accounts certain
special considerations are involved, in that these
accounts are usually

some extent

required to provide part
of the data necessary to compile accurate accounts
of the
necessary,

to keep

articles. It is
to be able
amount of each

cost of manufactured

therefore, not merely
the
separate stores in hand, and also to be able to
show in a convenient form the amount consumed in
respect of each separate contract, or each separate
lot of goods or articles manufactured. This latter
use of Stores Accounts is fully described in Chap.
XIX., which deals with “Cost Accounts,” but the
particular requirements in connection with the matter
will to some extent modify the keeping of the Stores
Accounts themselves. Hence

referring to the subject here.

a check upon

the necessity of

As a preventive of waste, the chief requirements
in connection with Stores Accounts is that they
should be kept under as many headings as are neces-
sary to enable each of the various classes of Stores
to be separately tieated ; so that in case of need the
value of Stores-in-hand—as shown by the Stores
Account—may be readily verified, without its being
necessary to take an inventory of the w/hole of the
Stores. For example, in a gas works, a separate
account would be kept in respect of “ Mains,” and
in a large concern this would be sub-divided so that
each size of main would be kept separately. By this
means, if any doubt arises as to the accuracy of the
accounts, they can be readily tested by taking an
inventory of the amount of that particular commodity
in hand; so that any discrepancy disclosed may be

traced at the time, instead of it being necessary to
wait until it is practicable for stock to be taken of
the whole ot the stores. This sub-division of the
Stores under headings has also the very important
advantage that the balances of the various Stores

- Accounts afford an invaluable index of the quantity

of materials in stock, so that others may be ordered
when those in hand are approaching exhaustion. It
may safely be said that the more detailed the sub-
division upon these lines, the more useful the Stores
Accounts will be found to be; but regard must, of
course, be had to what is practicable, in view of the
expense that an ideally perfect set of accounts would
involve.

Enough has been stated to show that the general
principle involved is that of recording transfers to
the debit of a large number of different jobs,
runnings, or contracts, for Stores consumed, from
the credit a large number of different classes of
Stores, and the most convenient method of record-
ing these transfers will to a great extent depend
upon the number of different accounts involved. In
all cases the original record of the transfer will be
a Requisition, requesting the store-keeper to hand
over certain stores, to be charged up to such-and-
such accounts. The Requisitions will naturally deal
with quantities only, and not with the value of the
goods required. As a rule, however, the Stores
Accounts will be most conveniently kept in money,
although in some cases as an additional check they
may be advantageously kept in both money and
quantity. Under these circumstances much depends
upon a suitable form of Requisition. The following
is a typical specimen, subject of course to modifica-
tions to meet the precise requirements of each
case :—

EXAMPLE:
THE EUREKA MANUFACTURING CO,, LIM.
Stores REeguisiTioN No......
To the Store-keeper. Please supply the following, viz.—

Stores . ) Cost
Ledger | Quantity | Description Alc. Price | Value | Ledger
Folio Folio

‘ £sd
—|
T;Al;e_cbarged up to contract No......
.......... YRS [ L R Superintendent.
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All Requisitions should in the first instance be
bound up in counterfoil books, so that a permanent
record may be kept in case the sheet itself should
gt mislid or destroyed, and they should be con-
secutively numbéred so that attention may be at

once drawn to the absence of one, and enquiries’

should  be
priced out and extended by the store-keeper, so that

instituted :rvmrflin.gly. These sheets
a proper value may be placed upon every commodity
issued, and when this portion of the work has been
properly checked the work of recording the transfer
may be pursued. In some cases it will be sufficient
to treat the Requisitions in the same manner as a
vank treats its cheques—that is, they may be made
to serve as the posting medium to the debit of the
work and to the credit of the Stores, without heing first
recorded in any hook of original entry {c.f. Chap.
XVIIL). The Ledger postings will then in each case
cantain a reference to the number of the Requisition,
and the Ledger folios would he put on the latter so
as to show that it had been posted to both debit
and credit. Where, however, issues of Stores are
this

because it would involve a large number of postings

numerous, practice would be inconvenient,
to the Ledger Accounts, whereas it is convenient
that the Ledger Accounts should be kept as con-
densed as practicable in order that the general
effect may be more closely followed. Under these
circumstances the intervention of a Tabular Journal
hecomes desirable, and the following ruling will

sufficiently explain what is here intended.

EXAMPLES:
STORES JOURNAL (Credit Stores Accounts).

“Av Ak | “B" Ak |
21 o | 2 o |*c|eDr|vE" ] “Fr|uGr | H"
2| 212 2 |alk]|Arc |Ac! e | Ak | Al
E g .(‘ g | kﬂ
=2 5171867 ‘
N I SN U
£sd ,l,'sulgfsd‘/:s-l‘»[sd'[<d,Cs.lgsd

@

|
o \
|

STORES JOURNAL (Debit Contract Accounts).

i

.
S
Z
°
N
Z
c
w

No.4|No.5|No.6 No.7!/No.8! No.g|No.10

No. of
| Requisition

I

£sd|fsd'fsd|fsdl£sd|fsdfsdfsd

By tabulating the results as before indicated, the
number of postings to each account can be limited
to one per day, or one per week, as may be found
most convenient, while the accuracy of the tabula-
tion can be tested, because the total of the tabula-
tions to the credit of stores for any period should, of
course, exactly equal the total of the tabulations to
the debit of the various jobs.

Tt should be explained here that the debit post-
ings are in practice frequently made not in the Store-
keeper’s Office, but in the Cost Office. That, how-
affects the principle already
described, although naturally in such a case it

ever, in no way
beromes necessary either to frame the Requisitions
so that they are capable of division between the two
departments, or else for them (or the Journal) to be
passed on from one department to the other, so that
each may record that part of the transactions which

concemns it.

In order that no mistakes may arise through issues
of stores being credited to the wrong Stores Account
—such a mistake may easily occur, if the clerks
entering up the Requisitions do not themselves have
the handling of the stores—it is desirable that the
store-keeper actually issuing the goods should mark
the sheets with a letter or number indicating the
exact account affected. A set of rubber stamps will
be found very convenient for this purpose.

The debits to the various Stores Accounts are, of
course, prepared from the purchase invoices. Care
must, however, be taken to see that the totals are
agreed at frequent intervals.



CHAPTER VIIL

PARTNERSHIP ACCOUNTS.

OOKKEEPING, businesses !

carried on by

as applied to

single persons, records the
transactions between—and the relative position of— |
the business and outside persons, and also of the'
business and its proprietor. In the case of a part-
nership, there are two or more proprietors, and thet
bookkeeping has to be modified accordingly. The
essential principles, however, remain the same. The
excess of the assets over the outside liabilities at
any time are still the “ Capital” of the business; |
but as it is desired not merely to keep account of |
the transactions between the business and out-
siders, but also on account of the transactions
between the business and its partners, a separale"
has to be kept for

partner, which (if the books are correctly and com-
!

“ Capital Account” each |

pletely written up) will invariably show the amount'
due to (or from) that partner from (or to) the
business.

NATURE OF PARTNERSHIP.

A partnership is defined by the Partnership Act,
1890, as “the relation which subsists between per-

“sons carrying on a business in common with a view -
“of profit”  The exact relationship between the -

partners is covered by the general law ; subject, how-

ever, to such modifications thereto as ‘may have
These modifications
usually take the form of Partnership Articles, which

been mutually agreed upon.

are commonly (but not necessarily) under seal. The
partnership agreement need not, however, be in
writing, and so long as the agreement can be
established it is binding on all parties thercto. So far
as the accounts are concerned, the principal points

in connection with the general law are that each
partner is entitled to share equally in the profits of
the firm; but before arriving at such profits, interest
at the rate of 5 per cent. must be credited to each
partner for /oans made by him to the business with
the consent of the other partners, although no
In the
absence of an agreement to the contrary, any

interest is payable upon partners’ capital.

partner can at any time terminate the partnership.

CONDITIONS OF PARTNERSHIP AGREEMENTS.
These general conditions are usually supple-
mented and varied as follows:—.

(1) The amount of Capital to be contributed by each partner
is stated, and it is generally provided that such Capital bears

| interest at the rate of 5 per cent. per annum.

(2) The amount that each partner is entitled to draw periodi-
cally on account of profits is limited.

(3) Itis provided that proper books of account shall be kept,
such as are used among persons carrying on a similar class of
business.

(4) That the books shall be kept on the partnership premises,
and that all partners shall have access thereto.

(s5) It is further provided that once at least in every year,
upon a date named, a *‘ general account '’ shall be made of all the
partnership property, showing the exact position of the firm; and
that such account when prepared shall be signed by all the
partners, and thereupon shall be binding upon them all—save
that, if any manifest error is discovered within three monthsfrom
the date of such signing, it shall be corrected.

(6) It is usual also to provide for the assessment of the
amount to be paid to a retiring partner, or to the representatives
of a deceased partner, in respect of Goodwill.

In practice, it frequently happens that disputes

arise Dbetween  partners, or between  surviving

partners and the representatives of a deceased
of the

ambiguity, of the terms of the partnership agreement.

partner, on account insufficiency, or
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It is recommended, therefore, that, in addition to
the foregoing, additional should be
inserted to the following effect: —

clauses

(1) That the firm's accounts shall be periodically audited by
a Chartered Accountant. It is desirable where practicable that
the name of the Accountant selected should be inserted in the
pantnership deed, as then a majority of the partners cannot change
the Auditor, although, of course, he can still be changed by the
unanimous decision of all the partners.

(2) The accounts to be kept upon a proper system of Double
Entry, to be approved by the Auditor.

(3) All differences or disputes upon matters of account to be
referred to Auditor, whose decision shall be binding upon all
parties.

(3) Provision should be made for the charging of interest upon
all drawings in excess of the prescribed amount, and for allowing
of interest upon any excess of the authorised drawings over the
actual amount withdrawn.

(s) On the death or retirement of a partner it is necessary,
under the general law, to take stock and to balance the books in
order to ascertain the respective positions of the partners. Tq

avoid the trouble and inconvenience that this would cause, it is
generally desirable to insert a clause providing that the share of
the outgoing partner in the profits of the current broken period
shall be computed upon the average of the three preceding
years. A clause to this effect should, however, only be inserted
when the profits do not fluctuate considerably, as otherwise
serious injustice might be done by excluding the results of the
broken period.

(6) The exact mode of paying out the outgoing partner should
be provided, and, where practicable, this amount should be pay-
able by instalments extending over such a period as not to
seriously cripple the business ; or, in the alternative, a policy of
* survivorship insurance "' should be effected at the cost of the
firm.

BALANCING PARTNERSHIP BOOKS.

It is not anticipated that the reader will find any
difficulty in preparing the usual accounts from a
Trial Balance of the books of the firm, but for the
sake of completeness the following example is

appended : —

PROBLEM.—Prepare a Profit and Loss Account and Balance Sheet from the following Trial Balance of
X. Y. & Co.'s books, extracted at 31st December 1896, covering six months’ operations.

Cash at Bankers .

Petty Cash in hand ..

Sales

Stock in hand Ist July 1896

Returns (Customers' Returns for the half- year)
Discount allowed Customers
Bills Receivable in hmd. .

Sundry Debtors . ..
Purchases .. ..
Di t all d on Pun‘L

Wages

Reserve for Bad and Doubtful Debts
Reserve for Discounts on Book Debts
Sundry Creditors ..

Buildings .. ..

Patent Rights . ..
Loan on Mortgage .. ..
Rent, Rates, and Taxes .. ..

Advertising ..
Traveller's Salary
Carriage .

Bad Debts written off

Plant and Machinery

Repairs .

C.G.— Caplta.l Account (Balance xst July 1896)

C. G.—Drawing Account

S. G.—Capital Account (Balance lSt July 1896)

S. G.—Drawing Account .

Interest on Loans

Reserve Account—Patent Royaltles recelved in advance. .

Royalties on Patents attributable to the half-year to 3xst December 1896

Trade and General Expenses .
Depreciation written off Buildings .. .
Depreciation written off Plant, &c. .. .e

£ £
2,640
3
16,123
2,741
330
938
182
5:272
8,403
390
1,404 :
540
197
1,970
4,384
50
4,500
106
463
. .. .. 431
. . .o 394
. . i 101
2,672
84
.. 6,110
1,200
2,952
720
124
500
4o
502
23
155
£33.322 £33.322
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The Stock-in-Trade on hand at 31st December 1896 is valued at £3,275. No Interest on
Capital or withdrawals is to be provided for.
The Profits are to be apportioned as follows :—
C. G., five-eighths; S. G., three-eighths.
Dy, TRADING ACCOUNT for the 6 months ended 3ist December 1896. Cr.
|
£ s d ‘ £ s d ‘ s d £ s d
To Stock, 1st July 1896 .. .. .. 2,741 0 0 | li) Sales 16,123 o o
” Purchases AN . .. | 8,403 0 o Less Returns 330 0 o
» Carriage .. . . 94 © 0 . —— -———| 15793 0 o0
» Wages .. | 1,404 O O »  Stock, 315t December 1896 o 3,275 0 O
» Gross Profit tranxfc.rnd to Profit ) ,
and Loss Account .. .. .. 6,126 o o
| £19.068 o o ‘[lgo(x‘i o o
{
Dr. PROFIT AND LLOSS ACCOUNT for the 6 months ended 31st December 1896. Cr.
; \ |
£ s d £ s d £ s d £ s d
To Rent, Rates, and Taxes 106 0 o By Gross Profit as per Tr.uhm, Ac-
» Trade and General Expenses §02 0 o count . I 6126 0 @
» Advertising . .. 463 o o . Rn).llllc< on Patents. . 0 0 o
» “Traveller's Salnry 431 0 O » Discounts on Purchascs 30 o o
———1] 1,502 0 © ‘
» Repairs .. 8 o o
» Depreciation of Bunldln;,s 23 0 o
» Do. Plant, &c. 155 0 o
—_—— 262 o o
«» Bad Debts .. .. 101 0 © o
» Interest on Loans .. 124 0 © |
» Discounts allowed .. .. 9% 0 o !
_ 1,165 o ©
Balance (being Net Profit for the
half-year) transferred to Capital i '
Accounts, viz. :—
C. G., Rths share .. .. .. 2,268 2 6
G., §ths share .. .
) /()556 o o
Liabtlities. ’ £ s d £ s d A sxets, £ s d £ s d
Capital Account, viz.:— ! Buildings, Leas De preciation .. . i 4,384 o
G., Balance 1st July ' Plant and Machincery, Less quuu.n ,
1 .. .. £6,110 o o tion .. .. . e . | 2672 o o
Less Drawings 1,200 0 O | Patent Rn;.hu .. o .. | . 50 0 o
—— i Stock-in-Trade .. .. .. ! . 3275 0 o©
4910 0 O Bills Receivable 182 0 o
Add ﬁhare of Net | Sundry Debtors ' 272 0 o
Profit . .. 2,268 2 6 —_
7078 2 6 I 454 0 ©
. Less Recerve for Discount .md Bad
S. G., Balance 1st July ‘ and Doubtful Debts .. .. 737 0 o |
1 . .. .. £20%2 0 o ) ———mm— = 4717 0 0
Less Drawings 720 0 O 1 Cash at Bankers 2,640 0 0 !
—_ | Petty Cash in hand 3 0 o ! &
2,232 0 © —_— 2, o o
Add Share of Net \ 3
Profit . .. 1,360 17 6
—_— 1 350217 6
_— 10,771 0 o |
Loan on Mortgage .. 4,500 0 0
Sundry Creditors . 1,970 0 ©
Reserve for Royalnes p.nd in advance 500 0 0
- T
Li7,741 0 o CLizrae o0 oo
_

NOTES.—(1) Returns should be deducted. so as to show a net figure of Sales or Purchascs.
should appear in the Profit and Loss Account, not in the Trading Account.

(2) Cash Discounts

(3) The item * Rovalties ” may he a

liability, but is more likely to be a source of income, especially as £500 appears to have been reccived in advance.

(4) A special Rescrve—e.g., for Discount or Bad Debis- should be deducted from the items in vespect of which it is
made, and not shown as a liability.
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ADJUSTING ACCOUNTS KEPT BY SINGLE-

ENTRY.

Rather more trouble may be experienced in cases
where the books have only been kept by single entry.
Under these circumstances the only method of
arriving at the profit for the current period is to pre-
pare a ““ Statement of Assets and Liabilities,” which
(in normal cases) will show a surplus of assets. This
Surplus is the amount of Capital in the business at
the date when the statement is prepared, and is con-
sequently the combined capital of the partners as
atthat date. The balance of each separate partner’s

Capital Account is arrived at by adding to the
above balance the amount drawn out by all the
partners during the current period, and the total
sum arrived at is the surplus that would have been
in hand had no monies been withdrawn. If
from this total be deducted the amount stand-
ing to the credit of all the partners on Capital
Account at the commencement of the period, the
difference must be the accretions of capital during
the period—i.e., the Net Profit. The following is a
simple example, showing clearly how such a
problem should be dealt with:—

PROBLEM. A, B. & C. are partners in the firm of X., Y. & Co., whose books are kept by single entry. At
3oth November 1goo the balance in favour of the firm was {14,080, thus :—

Owms

£
6,080
5,000
3,000

£14,080

—

At 30th November 1go1 their assets amounted to £47,250, and their liabilities to £33,297, the
balance in favour of the firm being thus £13,953.

Profits and losses are divisible as follows: Five-tenths to A., three-tenths to B., and two-tenths
to C. Their drawings during the year have been as follows :—

Al
B.
C.

£
1,207

820

600

What are the amounts at the credit of their accounts respectively at 3oth November 1go1

after providing interest on capital at 5 per cent. ?

STATEMENT OF AFFAIRS, 3oth November 1gor1.

And show how the amounts are arrived at.

B i {
. £ s d £ s d £ s 4 £ sd
Sundry Liabilities . .. .. .. )2 o o | Sundry Asscts.. ,250 0 O
Bal down (being Capital of the firm 33,297 i Y 4738
on 3oth Nov. 1go1) .. . .. : 13,953 0 o
£47,250 o OE £47,250 0 o
- _ | ———————————
Capital on 30th Nov. 1900, A. 6,080 0 o '
B. 5000 0 0O Balance down. . 13,953 o o
C. 3,000 0 © | Drawings: A. 1,207 0 ©
14,080 0o o B. 820 o o
C. 600 0 o
[aterest on Capital for the year A. 304 0 o 1 2627 0 o
B. .. 250 0 O | |
C. ..l 15 0 o I
704 0 ol
Balance (being net profit for the year ‘ ;
ended 3oth Nov. 1901) A. .. .. 898 o o
B. .. .. ' 538 16 o | 1
Cc. .. .. 359 4 o .
- 1796 o o,
£16,580 o o £16,580 o o
| i
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Dr. PARTNERS' CAPITAL ACCOUNTS (CoNDENSED). Cr.
[ A B . Cc A | B c
sd £ sd ¢ sdll J9oo ) £ osd| £ sd| [ s
N;mo To Drawings .. 1.2€'7 oo €20 o o 600 0 0 Dec. 1| By Balance 6,080 0 0! 5000 0 0 3,000 O
» | » Balance down .. 6,075 0 0| 4.96816 0! 2909 4 0| 1901 i ‘
 Mov.30, . Interest on Capital.. 304 0 0 250 0 O 150 ©
! | - » Share of Profit 88 0 0| 538160 350 4
£7.282 0 o |£5,788 16 o } £3509 4 0 L7282 0 0 {3,788 16 0 |£3.509 4
| { e
| | rgor | |
1901 !
l Dec. 1 By Balance 6,075 0 0 ' 4,968 16 o | 2,909 4
: i
' | !

NOTE.—Results arrived at by single-entry should always be proved as far as possible, as there is not—as in double-
entry—any automatic check upon their clevical accuracy. The proof is as follows : —The adjusted Capital Accounts
show as balances £6,075 + £1,968 16s., + £2.909 4s. = £13,953. This 1s the same as the Capital of the irm as a
whole, as shown by the Statement of Affairs. The Capital of all the Partners taken together must always equal the
Capital of the firm.

the circumstances somewhat more

by single entry is never to be recommended, par- involved than the preceding.

As already stated, the practice of keeping books . which are
ticularly in the case of a partnership; but as theI

problem frequently arises in practice, it is well to! Such a problem is given below, and will well

consider an adjustment of Partnership Accounts, in repay careful attention and perusal:—

PROBLEM.- On the 315t December 1895, A.'s liabilities amounted to £2,000, and his assets to £3,500. On
the 1st January 1896, he admitted B. into partnership on the terms that A.’s capital was to
be agreed at £1,500; that B. should not be called upon to find any capital; that profits
should be divided between the partners in the proportions of two-thirds to A. and one-third
to B.; that B.’s drawings should be limited te £400 a year until such time as A. had been
paid the premium which it was agreed that he should receive in consideration of the
partnership. This premium is fixed at £575, to be paid from year to year out of the excess
of B.'s share of profits over his drawings, interest at the rate of 5 per cent. per annum being
cbarged by A. on the balance outstanding from time to time. The firm only kept their
books by single entry, but statements of their assets and liabilities were prepared at the end
of each year as follows :—

Liabilities. Assets.
1896 £3,600 £5.300
1897 2,400 4,000
1898 3,500 5.200
1899 3,200 6,700
1900 3,000 6,000

A’’s drawings during the five years were as follows:—

1896 £725
1897 850
1898 1,000
1809 1,000
1900 1,600

B. only drew out his agreed maximum of £400.

You are required to show (q) the Capital Accounts of the partners for the five years, allowing
interest at 5 per cent. per annum, and (b) a Statement showing the Account between A. and
B. in resoect of Goodwill.
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Dr. STATEMENT OF AFFAIRS (CoNDENSED) 1896-1900. Cr
\ 1896 1897 1893 1899 ‘ 1900 ! ‘ 1896 1897 l 1898 1899 1900
\ £ sd| £ sd| £ sd [sd‘ £ sd| [ sdl £ sd £ sd| £ sd| £ sd
Liabilities .. ..136c000 | 2,400 0 0 3,5¢0 0 0| 3,200 0 0 ' 3,€00 0 © | Assets 5,300 0 0| 4,000 0 0 5,200 0 0 { 6,700 0 0| 6,000 O O
Balance down
(being Capital of ! '
the firm at close : I
of the year) 700 00 1,600 00 1,700 0 03,500 0 0 3,000 0 O | ‘
[]5.3000014.00000 5,200 0 O 6,70000}6,00000 £i5.3(x)00“4,0000015,20000 6,700 0 0| 6,000 0 O
— P e Al
‘ I |
Capital o firm l | Balance down .. ‘ 1,700 0 0| 1,600 6 0 ' 1,700 0 0| 3,500 0 0| 3,0€0 0 O
atcommence- | Drawings: A. .. | 72500 850 on\x,mooo 1,0c0 0 0 | 1,600 0 0
ment of the year 1,5c000 1,700 001,600 001,700 0 0 3.5¢0 0 0 . ‘ 400 00| 40000! 4000| 40000 4CO 0O
Interest on Capital 7500 8500 8000 8500| 17500
Balance (being
net profit for the | ‘
year) . 125000 1,06500(1.42000]3,1150 0] 132500 l
[‘ 2,825 0 02,850 0 0 3,100 0 0| 4,900 0 O { 5,00 0 O [_" 2,825 002,850 003100004900 0050000
. \ — | - —_— " |—
Divisim of above ' ]
Profits : A, .. \ 8§33 6 8 710 0 0| 94613 42,076 13 4| 883 6 8
B. .. 416134 355 00| 473 6 8|1,038 68| 411134,
£,1,250 0 0 1,065 0 0‘1,420 00!3,115 001325 0 01 | I {
o | —_——t
Dr. “A" CAPITAL ACCOUNT (CoNDENSED). Cr.
1896 1897 1898 1899 | 1900 | 1896 1897 1898 1899 1900
£sd| £ sd| £ sd| £ sd] £ sd £sd| £ sd| £ sd| £ sd]| £ sd
To Drawings 725 00| 8503 0| 1,00000| 1,0000 01,600 00’ By Balance:
. nee: : 1st Jan. 1,500 001,700 0 011,645 00 (1,500 003,500 00
31st Dec. x.7oooo' 1,645 0 0 1,500 0 0 | 3,50 O oiz.972 18 8‘ » Interest on
Capital . 75 00 85 00| 82 so| 85 oo| 175 oo
» Shareof Profits | 833 6 8| 7100 0| 94613 4[2,07613 4| 853 68
‘ ! w Transfer from
B. on ajc. of
' ' Goodwill 16 13 4 26 1 8| 638 68 14120
£ 2,425 00| 2,495 00| 2,7¢0 0 0 4,50 0 0 ‘4.572 18 8| [32.425 002495 00(27c0 004,500 00! 4,57218 8§
Dr. “B" CAPITAL ACCOUNT (CoNDENSED). Cr.
1896 1897 | 1898 l 1899 1900 [ 1896 1597 1898 1893 ' 1900
— | — - A 7
sd sd s d s d sd £ sd| £ sd sd sd! sd
To Balance : £ £ £ L £ £ £ £
1st Jan. .. .. 45 0 o .. .. By Balance: |
. Drawings 400 0 0] 400 O 0| 40 O O| 4000 0| 460 © O | st Jan. . |
« Interest on | » Interest on
Overdraft .. .. 2 50 .. .. | Capital .. .. .. R .. ..
» Transferto A. .. 1613 4 26 1 8| 63868 14120/ » SharcofProfits | 41613 4| 355 0 0| 473 6 8|1,038 6 6 | 44113 4
» Balance: l » Balance:
31st Dec. .. 27 14 318t Dec. 45 0 o
‘[416 13 4| 400 © 0'473 6 81,038 68| 441 13 4 i £416 13 4| 400 © ol 473 6 8 1,038031441 13 4
Dr. “B" IN Ajc WITH “A” IN RESPECT OF GOODWILL (CoNDENSED).* Cr.
1896 | 1897 ! 1898 | 1899 ' 1900 I ‘ 1896 1 1897 1898 1899 ' 1900
£ sd| £ sdl £ sd| £ sdal £ sd . £ sd, £ sd| £ sd| £ sd s d
To agreed Prem- : ‘ By Amount cre- ! ‘
wm .. .. |55 00 i | | dited as paid |
« Balance: ! ‘ l on account. . | 16 13 4. 26 1 8,038 6 8 13412 0
1st Jan. .. 5867 1 8,616 810|621 3 7| 1318 1 1 » Balance:
» Interest for the ‘ 315t Dec. .. 587 1 8| 616 Bro| 621 3 7| 1318 1 .
year .. .. 2815 0| 29 7 2| 3016 5| 31 1 2| o1311 |
—_—— _ | e —
[603150[616 810164753'65:49; uxzo! :{605150l616 810|647 5 3 652 4 9, 1412 0

NOTE.—Thesc Problems ure rather troublesome to solve, as the smallest ervor vitiates the figures of every subscquent

year.

It is best, therefore, to complete the Statement of Affairs for the whole period before attempting to compile the

Capital Accounts of the various partners : thesc should then be compiled, taking care to see that the closing balances

added together agree cach year with the total capital of the firm, as shown in the Statement of Affairs.

The Account must, however, be compiled

amount due from B. to A., in respect of Goodwill from time to time, and also when the whole amount is cleared oft,

* It must be clearly understood that this Account cannot be included in the books of the firm, which show the relation of each partner to the

business but mot the relations of the partners inter se. as a memorandum, in order to know the
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DISSOLUTION OF PARTNERSHIP.

It is, however, chiefly in connection with Dissolu-
tions that problems most distinctive of this particular
class of accounts arise. Accounts upon a dissolution
of partnership may require adjustment in one of

two ways:—

(a) One, or more, of the partners may continue

the business, and pay out the retiring

partner, or partners.

() The assets of the firm may have to be realised,
and-—after payment of the firm's debts—
the surplus distributed among the partners
in proportion to their respective interests.

PROBLEM.—On the 315t December 1901 the Balance

PAYING OUT RETIRING PARTNER.

The first problem is for many reasons the simpler.
The outgoing partner is then paid such sum as may
have been agreed upon, the payment being either
in cash or spread over a period. The continuing
partners will probably continue to use the books of
the firm, and it then becomes necessary to consider
the entries that require to be made in these books

to adjust them to the altered position of affairs.

The following example shows alternative methods
of dealing with this problem :—

Sheet of A. and B. stood as follows :—

£ s d s d

A. Capital Account 1,500 0 O Premises .. . 250 0 O
B. do. do. 1,000 0 © Stock .. 200 0 ©
Sundry Creditors 500 O O Sundry Debtors .. 2,000 0 O
Cash . 550 0 O

£3.000 0 o £3.000 0 o

A. buys out B., agreeing to pay him £1,600 for his share of the assets and goodwill of the
business as it stands, £400 being paid at once, and the balance to be paid in three months’ time.

You are required to show the Balance Sheet of A. as at 1st January 1902 (after the transac-

tion has been carried through), and also

Dr.

‘“A.” CAPITAL ACCOUNT.

the Capital Accounts of A. and B.

Cr.
i Tt Tt/ | D - -
1901 s | 1901 ] £ s d
Dec. 31 | To Balance down 2, lm o o Dec. 31 | By Balance I 1,500 0 o
i ‘ » Goodwill l 600 0 o
‘ f2,100 0 © £2,100 0 o
E— ]( N2 i
! ‘ l ]m 1 ‘ By Balance £2,100 0 o
| |- t
Dr. “B.” CAPITAL ACCOUNT. Cr.
1g9or | | £ s d | 1901 d
Dec. 31 | To Transfer to B’ Account 1,600 0 o Dec. 31 | By Balance x.goo : o
| I " » Goodwill 600 o o
| l

£1,600 0 o

I
i £1,600 0o o
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Dy. “B." Cr.
1901 ' £ ed 1901 ! ' £ s d
Dec. 31 To Cash .. .. .. .. . .. 400 0 © Dec. 31 | By Transfer from * B '* Capital Account .. 1,600 0 ©

- » Balance down .. .. .. .. 1,200 0 ©
_[1_,(;00— o o . £1,600 0 o
| _
| 1902

i Jan. 1 By Balance .. .. .. .. .. 1,200 0 O

Liabilities, £ sd Assets. I s d

“A." Capital Account .. .. .. .. .. 2,100 0 © Goodwill .. . .. .. .. .. .. 1,200 0 ©
SBrOOL . 1,200 0 o | Premises .. .. .. .. .. .| 250 0 0
Sundry Creditors .. . .. .. .. . 500 0 ©O ' Stock .. .. .. .. .. .. .. . 200 0 O
Sundry Debtors.., .. .. .. .. .. .. 2,000 0 ©

Cas . .. .. 150 0 O

£3800 o o £3.800 o o

NOTE.—If preferred, the Goodwill Account might be written off, reducing “ A.'s” Capital Account to £900.
A shorter way of recovding the transaction is to credit * B " with £600 (the amount required to adjust the balance of
his account with the agreed purchasc-pricc), and debit “ A’s™ Capital Account with the same amount. No
Goodwill Account will then be raised.

TRANSFER OF BUSINESS. ' with the purchase-price that the vendor is about to

Closely allied with the foregoing is the case of a receive; and, the sale being effected, the account

wle trader selling his business as it stands to |remains open in the Ledger until the purchase-price

another, who wishes to continue using the same | has been actually paid. But from the date of the

'

tooks.  This problem is perfectly simple, if it be 'sale it of course ceases to be a ¢ Capital ” Account,

horne in mind that the Capital Account of the out- |the late proprietor now becoming merely a creditor

going proprietor primd facie shows the amount due ! of the business. The following example makes this

to him from the business. If necessary, the balance 'position of affairs clear.

of that account must be adjusted, so as to agree |

PROBLEM.—0n the 31st December 1go1, A. D. prepared a Balance Sheet of his business as follows :—

Liabilities. : Assets.
£ s d £ s d
Capital .. .. .. 1,000 0 © Premises .. .. . 200 0 0
Sundry Creditors .. .. 500 O O Stock .. .. .. 300 0 o
Book Debts .. .. Qo 0 o
Cash at Bank .. .. 100 0 O
£1,500 o o £1,500 0o o

On the 1st January 190z he transferred the business to his son C. D., who paid him £400
for the Goodwill, Premises, and Stock, and agreed to discharge the liabilities, and to collect
and account for the Book Dcbts, subject to a commission of 23 per cent. The balance at
bank was rctained by the father. C. D.opened a ncw Bank Account with a balance of
£1,000, out of which he paid the £jo00 premium to his father. He decided to continue using
the same books.

You are required to show (1) C. D.’s starting Balance Shcet, after the transfer had been
cffected and the premium paid, (z) C. D.’s Capital Account, and (3) the closing of the Capital
Account of A. D.
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Dr. “A. D." CAPITAL ACCOUNT. Cr.
1902 £ s d 1501 s d
Jan. 1 To Cash . .. .. 100 0 o Dee. 31 By Balance .. .. . .. .. 1,L0d 0 O
" » do. per “C.D." .. .. 40 0 o 1902
- » Balance transferred to “A. D . Jan. 1 » Goodwill .. .. .. .. .. 402 0 ©
Account. . . . . .. 90 0 o |
£1.400 0 o £1,400 0 ©

“A. D Cr.
1902 £ s d
Jan., 1 By Balance from **A. D.” Capital
Account . . . . 90 0 O
Dr. “C. D.” CAPITAL ACCOUNT. Cr.
1902 1 £ s d
Jan. 1 By Cash .. .. .. .. .. ' 1,000 0 ©

BALANCE SHEET, 1st January 19o2.

Liabilitics. ' £ s d [ Assets. £ s d

*C. D." Capital Account 1,000 0 o |, Goodwill .. .. .. .. .. .. .. 00 0 o
““A. D" (in respect of Book Dths) 1 g0 o o |, Premises .. .. .. .. .. .. .. 200 0 0
Sundry Creditors 500 0 o = Stock . .. .. .. .. .. .. .. | 00 0 ©
' Book Debts .. .. .. .. .. .. < 90 o0 o
l Cash at Bank .. .. . .. .. . e 6co 0o o

£2,400 0 o ‘

NOTIEE.—The taking over of the liabilitics is ¢ mclly balanced by the lalung over of the Premises and Stock, the £400 is
thus paid entively in respect of Goodwill. If it is preferred not to open a Goodwill Account, the £400 must be debited
to * C. D.'s " Capital Account, reducing the balance fo £600. 1t is best not to anticipate the 2% per cent. Commission on
the rcalisation of Book Debts, but to debit it to “A. D.'s” Account as and when yemittances on account are made.

REALISATION ACCOUNTS. would be brought down in full detail, instead of

The method of closing the books and adjusting being in total only, so that the payment of the
the Capital Accounts of the various partners when | creditors and the realisation of the book debts
the business is discontinucd and the assets realised, .might be perceived from a perusal of the Private
is shown in the next example. It should be Ledger alone. Or, if these creditors and debtors
stated, however, that in practice the Bought and | 3¢ very numerous, the better plan would be to
Sold Ledgers would probably be discontinued as | gdhere to the system of totals in the Private Ledger
from the date of dissolution. 1f the Private Ledger | and to supplement the Adjustment Account by new

“self-balancing,” the balances outstanding on the ! Tabular Ledgers for creditors and debtors respec-

Sales Ledger Account and the Bought Ledger ! tively, ruled in the form shown on the following
Account respectively at the date of the dissolution Ipage_
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! D_iw.oums” »
Ledger Ledger Date | C.B. ) e
Folio \ Name Address Ralance Paid Folio Cas ,\]10:2““; Remarks
‘ fos d £sd £sd l

It will be perceived that the “Realisation ' tion—and this balance must be transferred to the
Account ” shown in the following example is for all | Capital Accounts of the various partners; each
practical purposes upon the same lines as an ordinary | partner bearing his share of the loss (or profit) in
Profit and Loss Account. Often, however, the proportions that may have been already agreed.
the method is adopted of transferring the balance
standing upon all the various assets accounts to the
debit of the Realisation Account as at the date of l trary, all partners share both profits and losses

the dissolution. These assets accounts are thus | equally, quite irrespective of the amount of capital
( standing to their credit; but if it has been agreed

! - . .
I that profits are to be shared in any other proportion,

In the absence of a special agreement to the con-

closed at once, and the cash realised on the dis-
posal of the various assets is then posted direct to

. . . losses must be borne in the same proportion as
the credit of the Realisation Account. This last-l prope

profits were to have been, unless there is a special
agreement that they are to be borne in a different
proportion.

named method is preferable where only a compara-
tively small number of accounts are involved, and
is therefore specially suitable for problems arising
at examinations. Whichever method be adopted, The following example shows in full the entries
however, the balance of the Realisation Account | necessary to close the books of a firm and adjust
will be the same—viz,, loss (or profit) on the realisa- | the accounts of the various partners:—

PROBLEM.—J., H., and B. are partners; their interests in the profits of the firm are one-half, three-eighths,

and one-eighth respectively. Oan December 31 189z the partnership terminates, and ihe
Balance Sheet is as follows :—

£ £

Sundry Creditors 3.550 Cash at Bankers... 250
J., Capital Account 3,500 Bills Receivable ... 370
H., Capital Account 1,500 Book Debts 6,000
B., Capital Account 1,000 Stock ... 1,000
Lease ... 500

Plant and Machinery 1,500

£9.550 £9.550

On June 30 1893, when the affairs of the firm have been liquidated, it is found that the
assets have realised £400 less than the values on the Balance Sheet of December 31 1892,
viz., Book Debts, £100 less; Lease, £150 less; and Plant and Machinery, £150 less.
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The expenses of winding-up the business amount to £go, and the partners are entitled
to interest at 5 per cent. per annum upon their Capital Accounts. Show how to close the
books at June 30 1893, giving each partner’s account, with the balance ultimately found to be
payable to him.

Dr. CASH AT BANKERS. Cr.
‘ -
I - T T i Tt T T 1 - T - T - o T
1893 | ‘ £ s d | 1893 | ‘ £ s d
Jan. 1 | To Balance . . .. .. ‘ 250 0 O [ June 30 | By Creditors .. . ..!" 355 o o
June 30 ,» Bills Recelvable .. .. 300 0 o ; " I ., Liquidation expenqes .. 9 0 ©
v . DBook Debts .. .. .. 5000 0 o w ' . Balance down .. .. ..l 5510 0 ©
" W Stock .. .. .. o ! 1,000 O © | | i
w | . lease .. .. .. e 350 0 0 | '
vl P.ant, &c. .. . .. 1350 o o | !
| £9.150 o o b ‘ £9.150 o o
l J | —_— ‘ . ——
July 1 | To Hfilance down .. .. ... £5510 o o : : |
o . o . e o ) . |
Dr. i ] (C‘\PITAL ACCOUNT) ) Cr.
1893 . £ s d |i 1893 ' £ s d
June 30 To Realisation Account—I.oss .. 320 o o 1 Jan, ‘ By Balance .. .. .. .. 3500 0 ©O
. . , Balancedown .. .. .. 32067 10 o ‘ June 30 I, Interest . .. .. .. 87 10 O
[3,537 10 o | | £3.587 10 o
| _—|‘ | i =
:‘ July 1 ' By Balance down .. .. .. : £3.267 10 ©
! {
| |
Dr. H. (CAPITAL ACCOUNT). Cr.
1803 £ s d - 1893 | £ s d
June 30  To Realisation Account—Loss .. 2490 o o  Jan. 1 By Balance .. ! 1,500 0 o
" ‘ ,. Balance down .. .. . 1,297 10 ©  June 30 | Interest .. ) 37 10 o
| — | —
1 ' £1537 10 © ‘ . ‘ £1,537 10 o
i — | i ——————
‘ 1 \‘ | |
| | July 1 ' By Balance down i £1,297 10 o
‘ J
Dr. B. (CAPITAL ACCOUNT). Cr. |
| v : ‘
1803 . £ s d | 1893 £ s d
June 30  To Realisation Account—I.oss .. | 8 o o  Jan. 1 By Balance .. .. .. .. 1,000 O ©
. ' . Balance down .. .. o 945 © 0 ' June 30 ' » Interest .. .. .. .. 25 0 O
‘ -
£1025 0 o | | £1025 o o
—_1 ‘ —
! July 1 ' By Balance down £945 0 o
I
! v \
Dr BILLS RECEIVABLE Cr
i T T ) o o
1593 s d " 183 I s d
Jan. 1 | To Balance .. 300 0o o 'June 30 ' By Cash | 300 0o o
|

I |
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Dr. SUNDRY CREDITORS. Cr.
' I . S R
1893 | £ s d ‘ 1893 ! l £ s d
June 30 ! To Cash 3.550 o o Jan. 1 By Balance .. .. .. ..i 3550 o0 o
| | *—
Dr. BOOK DEBTS. . Cr.
1893 ! £ s d | 183
Jan. 1 To Balance .. .l 6,000 0o o  June 30 By Cash .
I | w o » Realisation \ccount
£6,000 0 0
Dr. STOCK. Cr
- _ o ‘ . | . . —
1 £ s d 1‘ 1803 I £ s d
Jan. 1 To Balance .. ' 1000 o o June 30 By Cash . . 1,000 0 ©
; 1 |
Dr. LEASE Cr.
- - : DU .
1 £ s d 1 1893 1 £ s d
Jan. 1 To Balance .. .. . 500 0 O |_]une 30 By Cash .. . .. l 350 0 O
‘ " W . |, Realisation Account | 150 0 ©
_—£5m o o 'II ‘ £500 o o
!
Dry. PLANT AND MACHINERY. Cr.
1893 £ s d | - 1893 £ s d
Jan. 1 | To Balance .. .1 1500 o o ' June 3o | By Cash 1.350 0 o
, | w o ! . Realisation Account 150 0 ©O
£1,500 0 o i ' £1,500 o o
Dr, REALISATION ACCOUNT. Cr.
1893 £ s d 1803 £ s d
June 30| To Lass on Book Debts 100 0 O June 30 | By lLoss on Realisation, trans-
. w do. Lease .. 150 0 © . ferred to—
' ,, do. Plant, &c. . 150 0 © J. .. £320
, Cash, qumdatlon hxpenses 90 0 O H. 240
- " lnterest J. 87 10 © B. 80
" . do. . . 37 10 O —_— 640 0 O
' W do. B. .. 25 0 O
£640 o o £640 o o
; S——
I

NOTE.—Under ordinary circumstances, interest upon Capital is not payable after the date of dissolution unless by

special arrangement ;

but the wording of the problem suggests the existence of a special arvangement between the partners.
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ORDER OF DISTRIBUTION OF ASSETS.

Another point that must be carefully borne in
mind is the provision contained in the Partnership
Act, 1890, as to the order in which the proceeds of
the various assets are

This ﬁ
(1) In payvment of the debts of a firm to outside

be applied, in the event of
a dissolution. er is as follows:—

creditors.

(2) In repayment to each partner of amounts lent
by him to the firm, if any.

(3) In repayment to each partner of the Capital
contributed by him to the firm.

(4) The surplus (if any) to be divided in the same
proportion as profits are divisible.

" This rule sometimes gives rise to the misconcep-
tion that, in the event of a deficiency of assets,
those partners who have advanced money to the firm
have a preferential claim upon all assets remaining
after the outside creditors have been satisfied, and
that in the event of there not remaining sufficient
to repay capital in full the balance must be applied
in the form of a dividend of so much in £ upon the
capital contributed by each partner. As a matter
of fact, thisc view is quite incorrect. Partners are
liable to make good inter se whatever losses have
been incurred. If the assets are not sufficient to
repay capital, as well as loans and outside creditors,

there must necessarily have been a loss, and each

partner is liable to repay to the firm his share of
such loss. As a matter of fact, however, it is not
usual to require each partner to find his share in
cash, and then to refund him the whole of his capital
intact; what is done is to debit each partner’s
acconnt with his proportion of the loss, and only to
ask him for a further contribution in the event of
his Capital Account (when so adjusted) showing a

debit balance.

In the following example the Capital Account of
one of the partners shows a debit balance, which
is made good by a transfer from his Loan Account.
This example is included, as showing that the order
of distribution stated in the Partnership Act, 1890,
has under scme circumstances the effect that one
partner may find that he does not receive back even
his loans in full, while another may receive back
not only his loans, but also a portion of his capital.
The golden rule to be observed in all these cases is
that, in order to adjust the accounts of the various
partners, it is invariably necessary to ascertain the
final balance of profit (or loss) up to the date of dis-
tribution, and to credit (or debit) cach partmer with
his respective shave, in the proportions tn which it
has been agreed that profits (or losses) are to be
berne.  This is entirely irrespective of the amount
of capital, or loans, that each partner may have put
into the business.

PROBLEM.—A. and B. are partners sharing profits equally. Their capital, as it appears in the books of the
partnership on the 3oth June 1gor (the date on which they dissolve partnership), is A.
£2,000, and B. £500. The total amount owing by the firm is £5.000, which includes £1,000

due to A.on Loan Account, and £500 due to B.on Loan Account.

assets of the firm realised £6,000.

The whole of the

Prepare accounts closing up the partnership, and show the position in which the

partners stand with each other.

Dr. REALISATION ACCOUNT. Cr.
1901 ‘ £ s d 9o1 | £ s d
June July 1 ' To Cash, total amount realisad on !

30 | To Amount of assets at this date

as per books 7,500 O ©

| assets .. .. .. .. 6000 O o
" ., Loss, apportioned thus :—
) A £750 o o
B. 750 0 ©

1,500 0 o

£7500 0 o

|
f
|
— |
|
[ —
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Dr. SUNDRY CREDITORS. Cr.
1901 ! £ s d ‘ 1901 ' £ s d
July 1 | To Cash . .. .. .. £3,500 0 o | June 30 | By Amount as per Balance Sheet | £3,500 o o
Dr. A. (LOAN ACCOUNT) Ci.
1901 ‘ ' £ s d 1901 - £ s d
July 1 ' To Cash .. .. . .o £1,000 0 o 1 June 30' | By Amount as per Balance Sheet | £1,000 o o
" ————— B |—
Dr. B. (I OAN ACCOUNT) Cr.
901 } £ s 1901 £ s d
July 1 | To Transfer from Capxtal Account | 250 0O ‘ June 30 | By Amount as per Balance Sheet 500 0 o
“ .» Cash 250 © ’
-—1
£s00 o o l £500 o o
|
Dr. A. (CAPITAL ACCOUNT). Cr.
1gor | 1901 ! £ s d
July 1 To Share of Loss .. .. .. 750 o o June 30 By Amount as per Balance Sheet 2,000 0 O
e ., Cash . e . .. 1,250 0 O |
£2,000 0 o “ J 2,000 0 O
; | | :
Dr. B. (CAPITAL ACCOUNT). Cr.
1901 £ s d 1901 £ s d
Juy 1 | To Share of Loss 750 0 o June 30 | By Amount as per Balance Sheet 500 0 o
July 1 . Transfer to Loan Account,
being deficiency of Capital
which B. is liable to make
good .. . . .. 250 0 ©
£750 o o £750 o o
Dr. CASH. CONTRA. Cr.
1901 £ 8 d 1901 £ sd
July 1 | To Proceeds of realisation .. 6,000 0 © ! July 1 | By Sundry Creditors . . 3.500 o0 o©
,» A. (Loan Account) .. 1,000 0 O
‘ " ,» B. (balance of Loan Account) 250 0 ©
l " » A.(Capital Account) . . 1,250 0 ©
| £6000 0 o | £6,000 0 ©
(e ——— —_———————

NOTE.—For convenience it has been assumed that the realisation of the estate was completed on 1st July 1901.
F
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CALCULATION OF INTEREST.

When, on a dissolution, one partner goes out and
another continues the business, the question of
interest frequently arises in practice, although (in
the absence of a special agreement) all calculation
of interest ceases at the date of dissolution, even if
the partnership articles provide for interest on

Current ountside the books altogether.

better than any general explanation : —

capital. When the continuing partner also continues
the old bocks, the adjustment of this problem can
usually be best effected by raising an Acccunt

The following example will show what is meant

PROBLEM.—M. & N. being equal partners agree to dissolve as from 31st December 1900, and the following
is their position :—

They owe creditors £g60, they have debtors £3,600, and office effects £200. M. is to realise the
debts, to pay the liabilities, to take over the office effects at £180, to allow N. £500 for his
share of goodwill, and to pay him his proportion as realised. The dcbts realise less by {80,
and after payment of creditors they are realised at an average date of six moaths from the
date of dissolution. M. pays N. £1,000 at the end of three months, and the balance at the
end of twelve months, with interest at 5 per cent. per annum.

What must he then pay ?

Dy.
1901
Mar. 31 | ToCash .. .. ..
Dec. 31 | , Balance of Interest ..

« . » Balance down (being amount
| due to N., including In-
terest) . . ..

N., IN ACCOUNT WITH M. Cr.
Interest Cash “ Interest Cash

£ s d £Sdl.19°[ £ s d £ s d

3710 o] 1000 o o'l'Jan. 1 By Half-Share of Office Effects }

24 00 ' | taken over by M. at £180.. 410 0 9 o0 o
t » o Half-Share of Goodwill .. 25 0 o 500 0 ©
| June 30 , Half Share of Proceeds of

894 o o | | Book Debts, less amount

\l due to Creditors ({3,520
| | —£960=£2,560) .. .. 32 0 o 1,280 o o
Dec. 31 , Interest to date .. . 24 0 o
| o

£61 10 o £1804 o© o‘ | L6110 o {1804 0o o
{ 1602
‘l]:m. 1| By Balance down .. 894 0 o

AVERAQGE DUE DATE.

The problem just considered suggests that, of the
numerous items making up the debts received and
the liabilities paid, the “average date” of settle-
ment was the 3oth June 1gor.
average date frequently arises in connection with
interest calculations, as affording in many instances
by far the simplest methad of computing the actual
amount of interest to be taken into account.
present seems therefore a suitable opportunity for
explaining how such calculations are made.

This q

uestion of

1901 £
April 10 1,000
w II 120
July 19 1,400
The Sept. 2 1,000
£3,520

For the sake of simplicity, only a limited number
of items will be assumed. Let us suppose that the
Book Debts collected are made up as follows : —
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i
'

and that the liabilities paid consist of the following ! clear. Working from the 31st December 19oo—
items :— |

£1000 X 100 = £100000
120 X IOl =  I2I20
901 £ 1400 X 200 = 280000
March 21 100 1000 X 245 = 245000
April 11 260 "£3520  \£637130(181=30 June
May 15 300 ) 3520
Nov. 26 300 28512
—£960 28160
The rule to adopt is as follows :—Take any con- 3520
venient date (preferably one of the dates recorded 320
in the example), multiply each amount by the £100 X 80 = [8000
number of days intervening between the date 260 X 10I = 26260
selected and the date of that item. Add the products 300 X I35 = 40500
together, and divide by the total of the original 3%2_x 330 ?)L??)o 81 =30 Jun
amounts. The result will be the number of days £9 ) Ig’g(’, o(181=30 June
between the average date and the date originally T 9776
selected, so that the latter can by this means 7680,
be readily ascertained. Having thus ascer- ggg
tained independently the average date of receiving .
the book debts, and the average date of discharging | T shortest way of ascertaining a “ combined "
the liabilities, the combined average may be average date is as follows: —
obtained in the same manner; save that the date £3520 £637120
selected must be one different from either average 960 173760
date, and the products must be deducted instead of £2560 )£46g36°(181 =30 June
added together, and then divided by the difference 2‘27(;6—
between the average amounts. The full working is 20480
shown below, which (combined with the above T 2560
description) will make the method, of procedure _~2,569




CHAPTER IX.

COMPANY ACCOUNTS.

T is proposed in the present chapter to consider

are owned by a very small number of proprietors—

those problems in accounting which are peculiar | no very special treatment becomes- necessary in con-

to companies registered under the Companies Acts, | nection with the issue of Capital.

1862 to 1900, or incorporated by special Act of
Parliament. The trcatment of companies’ accounts
in other respects is dealt with elsewhere, and with a
few obvious exceptions all the chapters in this work
apply to the accounts of companies as much as to
those of other undertakings. Speaking generally,
for the purposes of the present chapter, the books
of companies may be divided into two sections—viz., |
those that deal with the detailed accounts of the
and |

various shareholders and debenture-holders,

those that deal with the ordinary financial transac-

tions of the undertaking. As, however, these two |

sections to some extent record the same transac-
tions (although from different points of view), it:
will be convenient, when dealing with each particular |
problem, to first explain the method of recording it
in the financial books, and afterwards those entries

which are necessary in the subsidiary Share Books. |

ISSUE OF CAPITAL.

In the nature of things one of the earliest trans-
actions upon which a ccmpany embarks is the issue
of capital. The term “ Capital,” properly speaking,
can be applied only to Shares; but inasmuch as the
entries in respect of the issue of Debentures, or
Debenture Stock, follow upon much the same lines,
it will be convenient to explain the procedure simul-
taneously. In the case of private syndicates and
other similar undertakings—which, while securing

the benefits of registration with limited lability,

In such cases
separate Share Ledgers are only necessary to meet
the requirements of the statutes, and it will be found
convenient to record all the various transactions
fully in the financial books, opening a Personal
Account for which  will be
debited with the amount from time to time called

each  shareholder,
up upon his shares and credited with the amount
which he pays thereon. Under normal circum-
stances, however, the number of shareholders in a
company is so considerable that it is not convenient
to include their various Personal Accounts in the
financial books. A separate Share Ledger is there-
fore employed, and * Total Accounts " only are kept
in the General Ledger. These total accounts are
for-all practical] purposes “ Adjustment Accounts.”
The exigencies of the case point, as a matter of con-
venience, to two sets of such Adjustment Accounts
being employed, one set to check the accuracy of
the Ledgers with regard to the number of shares
issued under each class and the amount called up
thereon, and the other set to check the amount due,
orin arrear, from time to time from the shareholders
whose accounts are kept in detail in each separate
Ledger. A separate account must invariably be kept
in the General Ledger recording the amount from
time to time called up upon each class of Shares,
Stock, or Debentures issued, as the information
under this heading has a fundamental bearing upon
the financial aspect of the undertaking, and must

therefore be shown in detail in its periodical Balance
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Sheets. The amount due from time to time from
individual investors need not, however, necessarily
be shown in the same detail. This is rather a ques
tion of practical expediency.
of course, be shown of the arrears due from share-
holders and

Separate totals must,

due from debenture-
holders; but it is not necessary for either of these
totals to be further split up, unless the number of
Personal Accounts is so considerable as to render

the arrears

this course desirable with a view to facilitating the
exact balancing of the detailed records in the Share
and Debenture Ledgers respectively. So far as
stock-holders are concerned, stock being invariably
fully paid-up, no arrears can arise, and no special
difficulty will therefore occur under this heading.

The most convenient method of recording entries
in connection with the issue of Capital is perhaps
best shown by way of the following : —

PROBLEM.— A Company formed to acquire an established business issuec ordinary capital £100,000 in £10
shares, payable £1 on application, £2 on allotment, and the balance three months after
allotment; preference capital £50,000 in £10 shares, payable in the same manner; and
£50,000 in debentures of £100 each, payable 10 per cent. on application, and the balance on

allotinent.
and duly paid up.

The whole (other than the shares taken by the vendor) was subscribed, allotted,

Make Journal entries relating to the issue of the capital.

JOURNAL. Dr. Ccr.
£ s d £ s d
Jan. 15 Application Account (0. S.) .. .. 6,000 0 ©
To Ordinary Share Capital Account .. .. .. .. .. 6ovo o0 o
(Being £1 per share on 6,000 Ordinary Shares allotted this day)
Jan. 15 Allotment (0. S.) .. .. .. .. 12,000 0 0
To Ordinary Share Capital Account .. .. .. . e .. 12,000 0 ©
(Being £2 per share on 6,000 Ordinary Shares allotted this day) ,
Apr. 15 Call Account (O. S.) .. .. .. 42,000 0 ©
To Ordinary Share Capital Account .. .. .. .. .. .- 42,000 0 ©
(Being £7 per share on 6,000 Ordinary Shares, as per Minute of this
date)
(Similar entries for 5,000 Preference Shares)
Jan. 15 Sundry Debenture-holders . .. .. .. 50,000 0 ©O
To Debentures Account . 50,000 0 ©

(Bzing amount payable on 500 £'100 D-e.benu;;a iS;l'led tl;i‘s day')'

NOTE.—It will be secn that in this casc separate ** Application,” * Allotment,” and ** Call " Accounts are opened
for cach class of shaves to facilitutc scparate balancing by stages ; if, however, there is not likely to be any serious
dificulty in balancing, one geneval ** Sharcholders’ Account™ would suffice.  This latter method is shown in comnection

w@ith the debenture issue.

The detailed record of applications from investors,
and of the subsequent allotments and the collection
of instalments due, involves transactions of a some-
what special nature on account of the very consider-
able number of Personal Accounts that have usually
to be kept, and also because the exigencies of the
Case require that these accounts should be prepared

against time, and thercfore upon such a system as
will readily enable them to be always kept up to
date. These special requirements are met by a com-
bination of the “ Tabular System” with the “Slip
System” of accounts. A general outline of the

Tabular Sysiem has already been given in Chapter

VI., while in Chapter XVIII. will be found a
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description of the Slip System. Inasmuch, however, as
its application for the present purpose involves only
a quite rudimentary knowledge of the system, it is
thought that the reader will experience no difficulty
in grasping the following description without waiting
to acquire a thorough mastery of the Slip System in
all its numerous developments. The essential feature
of the Slip System is to employ the same record for
two or more different purposes in accounting, and for
the present purpose it is not necessary to go beyond
this point. For the sake of clearness, the following
description is confined to the issue of a particular
class of capital—e.g., Ordinary Shares. The same
procedure will, however, apply to every other class
of Share Capital, and also to Debenture issues ;
while in connection with issues of Stock, it is only
necessary to add that, as a rule, stock is not issued,
save in exchange for fully paid-up shares; hut in the
event of its being issued direct, the collection of the
various instalments making such Stock fully paid
will invariably be recorded in the Application and
Allotment Sheets, so that thereafter no record
becomes necessary, other than the amount of stock
standing to the credit of each separate investor.
When a simultaneous issue is being made for two or
more different classes of capital, the various issues
should be kept separate abd initio, both because the
transactions are essentially separate, and also for the
sake of facilitating balancing by keeping the work
divided into well-defined sections. To guard against
the confusion that would arise from entries being
recorded under the wrong sections, it is, however,
desirable that all papers and documents of every
description should be clearly distinguishable, either
by being printed upon distinctively tinted paper, or
being clearly headed in differently coloured inks.
With these preliminary observations the detailed
explanation of the issue of Capital may be pro-
ceeded with. The initial record in connection with
these transactions is the letter of application
received from the investor, which should in all cases
be upon the prescribed form. This form will vary
in detail, according to the requirements of the case,
but should always consist of two separate parts, the
upper containing the actual application (and show-
ing inter alia the name, address, and occupation of
the applicant, the number of shares applied for, and

the amount deposited upon such application), while
the second part—which is detachable—should con-
sist of the Bankers’ receipt for the deposit paid on
application. The first part will be lodged with the
Company's Bankers, and will be received by the
Company from its Bankers at convenient intervals,
varying naturally according to the heaviness of the
subscription list.  From this part the preliminary
records are made. The second section (f.c., the
receipt for deposits) will be retained by the various
applicants, and eventually given up by them in
exchange for share certificates if an allotment takes
place, or for a cheque returning the deposit in the
event of no allotment taking place. From the
Application Forms, as received from the Company’s
Bankers, the “ Application and Allotment Sheets”
are written up. The forms will be numbered con-
secutively as received, and entered upon separate
shects corresponding to the initial letters of the
applicants’ surnames ; or in the case of a very heavy
list there may be a further sub-division on the
“yowel-index” principle, which will divide the
applications into 130 sections, five for each letter of
the alphabet. This portion of the work should be
kept as closely up to date as possible from hour to
hour, and once every day at least while the sub-
scription list is open the total of the column headed
“ Deposits Received on Applications” should be
agreed with the amount accounted for by the
Bankers in the Bank Pass Book. The exact form of
Application and Allotment Sheet will vary some-
what, according to the conditions of the proposed
issue. Speaking generally, it is desirable that these
Sheets (which are in tabular form) should record the
Personal Accounts of the various applicants up to
as lale a date as possible, with a view to simplify-
ing the records that will have o appear later in the
Share Ledger. On the other hand, the tabular form
of Ledger is unsuitable from the moment when any
extensive transfers of shares are likely to take place,
and therefore in practice it is rarely possible to
employ the Tabular System up to the point when
the shares become fully paid. Alternative forms,
suitable for different circumstances, are given below,
and it will, of course, be understood that anything
intermediate between these two forms will be
practicable, if suited to the special requirements of
the case.
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ORDINARY SHARES,

EXAMPLES

APPLICATIONS AND ALLOTMENTS SHEET (Suitable when the whol: of the Capital is called up quickly).
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APPLICATIONS AND ALLOTMENTS SHEET (Suitable when the whole of the Capital is not called up quickly).
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[
A careful perusal of the above forms will show

that when the results of the various sheets are sum- |
marised, as they should be from time to time, the |
total of the columns showing the aggregate
amount of deposits received should agree with
the amount
Bankers. The total amount of shares allotted should

agree with the actual allotment made, and therefore

accounted for by the Company’s

with the entries made in the General Ledger through
the medium of the Journal. The total amount of the
column marked “ Amount Payable on Allotment”
should agree with the balance of the corresponding
Allotments Account in the General Ledger on the
date when the allotment takes place, and so on. If
the first form of Application and Allotment Sheets
be used, the only particulars required in the Share
Ledger will be the number (quantity) and the dis-
tinctive numbers of the shares standing in the name
of each shareholder; but if, at the date of opening

the Share Ledger, the shares are not fully paid, then

EXAMPLES:

each shareholder’s Personal Account in the Share
Ledger must also show the amount called up on his
shares, and the amount (if any) in arrear thereon.
The aggregate amount of such arrears must agree
with the balance of the corresponding Calls
Account in the General Ledger. From the date that
the Share Ledger is opened the Application and
Allotment Sheets must be definitely closed. They
should then be bound up for future reference when
required, and from that time occupy the place
occupied by any ordinary Ledger which has been
used up and superseded by a new one.

The form of Share Ledger that is most convenient
will naturally vary to some extent, according to the
form of Application and Allotment Sheets that have
been used. The following forms correspond with
the two forms of Application and Allotment Sheets

already given. Intermediate forms can be readily

designed from these where necessary.

FORM OF SHARE LEDGER (for fully paid Shares).

(Surname)

(Address)..

(Christian Name)

(Occupation).

ORDINARY SHARES of £{—— each (Fully paid-up).

t
Shares Disposed of | Shares Acquired l Balances
S l — - l |~
| Distinctive Numbers . ‘ l i Distinctive Numbers N f‘ | No. ot
- No. of 0. 0 .
Date | Folio | — [ Shares | Date ‘ Folio | Sharesl‘: Date gy ores
From i To ! ! From To | ’
Al
|
| |

!
| |
l !
[
|
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FORM OF SHARE LEDGER (for Shares not fully paid).
(Surname) (Christian Name)
(Address). ...
(Occupation) .
ORDINARY SHARES of £{—— each.
Dr. CASH ACCOUNT. Cr.
Date ! Particulars Amo:;:e%el"us)hare Folio | Amount due H Date | Particulars Folio Amount paid
; £ s d \ £ s d
i
i
| i
| o
|
i I ‘
N i i
| i | .
1 1
‘ ‘ 1 |
1 L [ S -
SHARE ACCOUNT.
Shares Disposed of l‘ Shares Acquired ‘l Balances
S P — - o=
| Distinctive Numbers l ! Distinctive Numbers ' .
Date | Folio | o g‘g'r‘;i‘l Date | Folio - gl:::céi‘ Date ‘;"\hcz:r:i
From To From ‘

| |
To ‘

|

|
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The above forms contain all the information that
is prescribed in  the
Members.” Tt is not therefore nccessary that the
latter should be kept as a separate book; but, if

stalutory  “ Register  of

thought desirable, a separate Register may readily
be provided, and such a course is sometimes pre-
ferred, as it avoids the disadvantage of offering o
all comers information which is not specifically
required by statute.

A “Stock Ledger” will be upon the same lines as
a Share Ledger; hut, owing to the altered circum-
stances, certain variations occur, and it is therefore
thought desirable to give the following form of
ruling suitable under the altered circumstances: —

EXAMPLE:
FORM OF STOCK LEDGER,
(Surname)....oe. . iinnnnn (Christian Namel........00....
(Address) ....ovviniinnn eeieaes [P

(Occupation «v..vveues

ORDINARY STOCK.

Stock Disposed of " Stock Acquired Balances
Date Fo.' Amount ‘[‘ Date Fo.| Amount | Date Amount
- - | .
Los dd £ s d £ s d

CALLS.
When the whole of the Capital issue is called up
befure the Share Ledger is opened, the Calls made

from time to time are entered in the column, or
columns, provided for that purpose in the Applica-
tion and Allotment Sheets (vide form on page 71),
and the monies received in payment of such Calls
are also posted to these Sheets from the Cash Book.
If, however, the Share Ledger is opened before the
whole of the Capital is called up, a special “ Call
Book ” has to be provided. This, however, will be
ruled in the same manner as the simplest form of
Day Book, and therefore requires no detailed
description. It may be mentioned in passing that
if Capital receipts are entered in detail in the
General Cash Bouk, it is desirable to provide an
additional (inside) column for the record of details,
so that only the periodical totals may be posted into
the General Ledger. Save, however, in the case
of comparatively small companies, it is usually more
convenient to employ a subsidiary Cash Book for
the record of these receipts, the daily totals only
appearing in the General Cash Bouok; and where
there are several different classes of shares, it will
generally be found desirable to open a special
banking account in respect of cack, and to employ a
subsidiary Cash Book for monics received in respect
I intermediate cases, however, one
Book will suffice; but,
separate columns should be provided in that Cash
Book for each class of Capital, with a view to

facilitating the sectional balancing of the Ledgers.

of each class.

Subsidiary Cash if so,

SHARE CERTIFICATES.

For the purposes of this work, it is unnecessary to
discuss in detail the duties of a Company Secretary,
other than those which arise directly out of the
accounts. It may be mentioned in passing, how-
ever, that at about this stage Share Certificates will
have to be issued, to be delivered up in exchange
for Allotment Letters and Bankers’ receipts for
instalments of Capital paid. It is convenient that a

column should be added to the Application and



~r Stock  Ledgers, as the case may be.
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Allotment Sheets for the record of the consecutive
numbers of these certificates: and if transfers are
likely to be numerous, it will be found to be far
more satisfactory to provide a form of Certificate
that allows of the distinctive numbers being placed
‘nthe margin, rather than to employ a form which
requires the distinctive numbers to be inserted in
the body of the Certificate, as the latter form is very
to be
Stock

as no

ironvenient if several groups of shares have
ohiced on the same Certificate. In the case of
cettificates, such a difficulty does not arise,
distinctive numbers are required, and the aggregate
imount of stock need never be stated in more than
e figure. For example, if it becomes necessary
w register £1,500 stock in the name of A., which

has been acquired by him from, say, five different

dock-holders, the Certificate will only be for
“£1500 stock,” whereas if 1,500 shares have

feen acquired from five different shareholders, there
sill probably be at least five groups of distinctive
nwmbers, and perhaps considerably more.

TRANSFERS,

wiether of Shares, Debentures, or Stock, in no way
wfect the financial position of the Company, and
‘erefore involve no entries whatever in the financial
teinks, Naturally, however, they involve the entry
T curresponding records in the Share, Debenture,
These
enries are made through the medium of a Register
of Transfers, a book which is in the nature of a
Joumal, kept (for the sake of convenience) upon
toular lines. The following is a fuller form of

wling than is perhaps generally adopted, but the

: aitional columns will in all cases be found to facili-

“te the rapid record of transactions, while at the
“me time avoiding as far as possible the risk of
“'ors.  The additional columns for the number of
“e old Certificate and the numbers of the new

Uertificates will be found particularly useful in
practice,

EXAMPLE

(a separate Register to be kept for each class of Capital).

REGISTER OF TRANSFERS

SHARES.

ORDINARY

No. of , No. of
. New iBalance
Certifi-| Certifi-

cate ‘ cate

!Occupation

Address

Transferee's

ame

q

oo

Transfer passed
No. of
Date | Minute

Con-
sideration

paid up

Total
Amount

Shares Transferred
To

Distinctive Nos.

From

No. of
Shares

Name

Transferor's

oljo,[

RIEATINE o)
24uys Jo 'ON

Paa(] Japsurag,
Jo'oN

po8poT|
uoym ANeq
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ACQUISITION OF PROPERTY.

In the majority of cases a new Company is formed
for purposes which include the acquisition of some
specific property or business, or of several such, with
a view to working them thereafter. Accordingly
what are known in bookkeeping as “ opening
entries” are of very common occurrence in connec-
tion with Company Accounts, and even when a Com-
pany is formed with what may be termed a “ clean
slate "—that is to say, without being tied down to
the acquisition of any specific property for the pur-
pose of carrying out its objects—it will doubtless
in the near future have to enter into such a
transaction in some form or another. Consequently
“ opening kind
invariably have to be made in the books of a Com-

entries ' of  some will almost

pany during the earlier stages of its career. These
opening entries differ only in form from those with
which the reader is doubtless already acquainted in
connection with elementary bookkeeping exercises.
Whenever property is acquired, the account, or
accounts, that are set aside to record transactions
in such property are debited with the cost price
thereof, and the Personal Account of the Vendor is
credited. This elementary principle of bookkeeping
holds good for large as well as for small transactions.
The basis of the transaction will be a contract,
under seal, entered into by the Company, under
which for a certain specified consideration it agrees
to acquire certain specific property.  Such a contract
is, as a rule, confirmatory to a preliminary contract
previously entered into between the Vendor and a
trustee on behalf of the Company, the object of such
preliminary contract being to give the Company a
“ firm option ” to purchase. It need hardly be stated,
however, that such a preliminary contract is not
essential, and that its only object is to bind the
Vendor until such time as the Company is in a
position to contract for itself. A short way of
recording such a transaction would be to debit

accounts representing the various assets acquired,
and to credit accounts representing the various
liabilities (if any) taken over, and the various classes
of consideration given by way of purchase-price.
In practice, however, such a mode of accounting
would be inconvenient— first, because the considera-
tion is not invariably wholly given at the time that
the contract and,
that
practice will never be exactly the same as the
The

causes of these differences, and the best method of

becomes binding ; secondly,

because the actual consideration

passes in
nominal consideration named in the contract.

dealing with them in accounts is shown in detail in
Chapter X., for our present purposes, therefore, it
may be assumed, for the sake of simplicity, that the
actual consideration that passes is the same as the
nominal consideration.

As at the date of the execution of the contract of
purchase, a Journal entry should be made, crediting
the Vendors with the nominal purchase considera-
If (as
is very frequently the case) the contract of sale

tion and debiting the various assets acquired.

includes the taking over of the Vendor's liabilities
by the Company, then, of course, accounts must be
opened and credited with the amount of such
liabilities, and the credit to the Personal Account
of the Vendor will be reduced to a corresponding
extent. As, and when, the purchase-money is paid
the Vendor’s account will be debited ; and when the
whole purchase-price has been paid no balance wil

remain outstanding on the Vendor’s account.

If the whole of the purchase-price is agreed to be
discharged in cash, the payment of the Vendor is :
very simple matter, and will be recorded in the
books by means of postings to the debit of the
Vendor’s account from the credit side of the Casl
Book.

purchase-price is so discharged, and in some case

As a rule, however, only a portion of th

the Vendor agrees to receive nothing whatever i
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Cash.

nle, discharged either wholly or partially by under which the allottee claims such Shares as fully

The purchase-consideration is, as a contract reciting the whole of the circumstances

the issue of Shares ‘or Debentures, credited | paid-up must be %iled with the Registrar of Joint

1s fully-paid up; that Shares or |

Debentures which

Stock Companies within one month- from the date of

the allotment of such Shares.

is to say,
upon the

liability to pay to the Company the face-value: invariably be prepared by the Company’s Solicitors,

involve allottee no This contract should
thereof. Such “ paper ” consideration is regarded as 1 and need not therefore be discussed in these pages.
being valid payment, and although in many cases the ( From the point of view of the accounts, all that is

purchase-price may be swollen to compensate for i necessary is that there should have been such a con-

the non-payment of Cash, in other cases it may be
actually reduced by this process, because the con-
sideration is known to have an intrinsic value con-
silerably in excess of par.- Prior to the passing of
the Companies Act, 1goo, the issue of * fully-paid.”
Shares was beset by numerous restrictions, which not
infrequently resulted in considerable hardship to the
“allottees, or to subsequent transferees to whom a
legal knowledge of the circumstances might be
imputed. Under the Companies Act, 1goo, however,
it was provided that so long as Shares are duly paid
for, they need not necessarily be paid for in cash

all that is now necessary is that, when it is sought to

avoid the liability to pay for such Shares in cash, a l

tract, that its execution should have been duly
authorised by the Directors, and that such authorisa-
tion should have been recorded in the Company’s
Minute Book.

transaction should refer to the contract, and also to

The Journal entry recording the
the Minute authorising its execution. The nature of
the entry is that it debits the Vendor with the
nominal value of the consideration paid to him, and
credits such value to the accounts opened to record
the amount called up from time to time on the
various classes of Shares or Debentures issued.
With these preliminary remarks the exact nature of
the opening entries of a Company will be readily

understood from a study of the following—

PROBLEM.—A Company, under a contract dated 1st January 1903, takes over as a going concern the

business of A. Jones.

The purchase-price is agreed at £100,000, payable as to £50,000 in

Ordinary Shares of £1 each, £25,000 in 6 per cent. Prefercnce Shares of £1 each, and the

balance in cash.

The assets consist of Freehold Land and Buildings, £16,000; Plant and Machinery, £42,000;
Stock-in-Trade, £37,000; Book Debts, £51,000. The liabilities are Sundry Creditors
on Open Account, £27,000; Bills Payable, £19,000.

The completion of sale takes place on 12th January 1903.

Show, by means of Journal entries, the necessary entries in the financial books of the Company,
disregarding the apportionment of outstandings (vide Chapter X.) :—
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JOURNAL, 1903.

|
|

1st January. "8 d l £ s d
Freehold I.and and Bulldmgs SO 16,000 0 ©
Plant and Machinery . 42,000 0 © ‘
Stock-in-Trade .. .. .. .. .e ve .. 37,000 0 ©
Sold Ledger Account .. .. .. .. .. .. 51,000 O O |
To A. Jones .. .. .. . ‘ 146,000 © O
(Being Property, as descmbcd abovc. acquived from Mr A. ]onrs, as per |
contract of Ilus date betiveen him and the Company ; vide Mmute No. —)) ]
B S o A !
A. Jones 46,000 0 o
To Bought Ledger Account 27,000 © ©
.» Bills Payable . 19,000 © ©
(Being Liabilities, as above d(stmbed takcn over from Mr A loncs, |
under contract of this date betwecn him and the Company ; vide Minute
No. —)) !
e e — !
12th ]anuary. !
A. Jones 100,000 O O \
To Ordinary Share Capltal Account ' 50000 O ©
. 6 per cent. Preference Share Capltal Account .. .. : 25000 O O
» Cash .. | 25,000 O O
(Being 50,000 Ordmary S‘hans of £ mch Nos. 8 50,007 and 25,000 6 i
per cent. Preference Shares of £1 cach, Nos. 150,001-175,000, allotted to A. |
Jones as fully paid-up, in pursuance of contract between him and the ‘

Company, dated 1st inst., filed with the Registrar of Joint-Stock Companies

this day :

contract ; vide Minute No. —.)

Before leaving this subject, it is desirable to draw
attention to two modifications that sometimes arise
in practice. (1) Occasionally the Share considera-
tion paid to the Vendor will take the form of partly
paid-up Shares, instead of fully paid-up Shares. In
such a case, the Vendor will be debited, and the
Share Capital Account credited, with the

agreed to be regarded as paid-up upon the Shares

amount

in question ; and therefore Calls, up to the nominal
value of the Shares, may be made by the Company
thereafter. The issue of partly paid-up Shares is,
for practical purposes, restricted to
tions,” which are considered fully in Chapter XVI.
(2) Occasionally the agreed purchase-consideration
will be satisfied by an issue of fully paid-up Shares
amounting in all to a smaller sum. So long as it is
perfectly clear that the assets acquired by the Com-
pany are worth the nominal value attached to them,
the effect of such an arrangement as this is that the
Vendor's Shares are issued to him “at a premium,

“ reconstruc-

»

and the proper treatment of premiums is explained

hereafter. There is, as a rule, no inducement to

_—

also Cash paid him, being balance of consideration under such

unduly inflate the purchase-consideration, because
an ad valorem stamp duty has to be paid thereon;
but if the Shares issued to the Vendor in satisfac-
tion of purchase-price are not worth more than par,
a serious question may arise as to whether the real
facts of the case are not that the actual cost price
to the Company of the assets acquired by it is less
than the price stated in the contract of sale. In
such a case, it would not be proper to debit the
various assets’ accounts with anything in excess of
the actual cost price, and it may therefore become
necessary to go behind the letter of the contract of
sale, ascertain the true facts, and (for purposes of
accounting) reduce the purchase-price accordingly.
Such cases are, however, not very likely to often
occur in practice.

FORFEITURE OF SHARES.

Under most Articles of Association, the power is
reserved to the Company to forfeit any of the
Shares upon which Calls may remain unpaid for
more than a prescribed length of time. This power
can, however, only be exercised after due notice has
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been given to the registered holder of such Shares.
In order to clearly understand the necessary entries
to be made on a forfeiture taking place, it is
important to appreciate the state of the books at
that date. From time to time the Share Capital
Account will show as a credit balance the aggregate
amount called up upon all Shares that may have
been issued, while the Allotment Account (or Calls
Account, as the case may be) will show as a debit
halance the amount in arrear. The effect of for-
feiture is to forfeit all the rights of the then holder
of such Shares and to reduce pro tanfo the issued
Capital of the Company. Accordingly, when Shares
are forfeited, the credit balance of the Share
Capital Account must be reduced by the amount
called up on such Shares as have been forfeited.
The not extinguish the
Zability of the late sharcholder, And therefore at
first sight it might appear to be unnecessary to write
off the debit balance on the Allotment (or Calls)
Account ; but inasmuch as such balance is in all
probability a Bad Debt, the moment of forfeiture
would appear to be the proper time to write this
fictitious asset out of the books, and in any event
it can no longer be correctly described as the
mount due from a member of the Company.

act of forfeiture does

Therefore, in so far as the amount called up upon!

the Shares forfeited represents an amount due on
such Shares, it should be credited to the Allotment
(or Calls) Account, and the difference, which repre-
scnts the amount actually received by the Company
on the Shares that have been forfeited, should be
transferred to a “ Forfeited Shares Account.” If the
arrears of Calls are ultimately recovered after
forfeiture they should be also credited to the
Forfeited Shares Account. The Directors of
a Company have power to from time to time
re-issue  such Shares as may have been for-
feited, and, if they be re-issued at par, the entries
in the financial books will be in all respects upon
the same lines as though the Shares so re-issued
formed part of a new issue; but the Directors may,
if they think it in the interest of the Company,
re-issue such Shares at any discount, not exceeding
the amount previously received from the original
shareholder. The amount standing to the credit of
the Forfeited Shares Account is available to make
good this Discount, and must be re-transferred from
the Forfeited Shares Account to the credit of Appli-
cations and Allotments Account. Any balance that
may then remain outstanding on the credit of the
Forfeited Shares Account represents a Premium
received on Shares, and may be treated accordingly.

PROBLEM.—The Directors of a Company pass a resolution on 13th July 1903 forfeiting 100 Ordinary Shares
of £1 each, upon which a deposit of 2s. 6d. per Share has been received, but upon which the
7s. 6d. due on allotment and a further call of ss. per Share remain unpaid. On the same
date they re-issue the Shares to one of their number, credited with 15s. per Share paid-up

thereon, for {£7o0.

Show, in Journal form, the necessary entries in the financial books of the

Company.
JOURNAL, 1903.
13th July. £ s d [ £ s d
Share Capital Account . 75 0 O
To Allotment Account .- .. 3710 o
« Call Account . .. 25 0 o
, Forfeited Shares Account . I .. | 12 10 ©
(B:mg 100 Shares, No. — to —, sland:ng in the name qf _ ‘
fvrjnted thrs da_y for non- /mvment of Calls, vide Mmute No. —). | |
Forfeited Shares Re-issued Account ‘ 75 o0 o
To Share Capital Account . | 75 0 O
. 70 O O
Forfeited Shares Account .. o o
To Forfeited Shares Re-issued Account 75 O O

(Being 100 Shares, No. — to —, re-issued to
per Share paid-up, for £70, vide Minute No. —.)

, credited with 15s.
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In the Share Books of the Company the best
way of dealing with forfeitures is to pass an entry
through the Register of Transfers, transferring such
Shares from the name of the original holder to a
“ Forfeited Shares Account,” and upon their re-issue
to transfer them back from the Forfeited Shares
Account into the name of the new holder. In order
to complete the record which vouches the entries in
the Register of Transfers, it is desirable that a slip
should be inserted in the proper place in the Guard
Book where transfers are filed, fully recording the
facts and the authority for the entries made.

ISSUE OF SHARES AT A PREMIUM.

Sometimes an issue of Shares is made under
such circumstances that subscribers are required, in
addition to paying up the face value of such Shéres,
to pay a Premium (or Bonus) to the Company in

‘ment. In the Share Books the best method of deal-

ing with such premiums is to provide an additional
column on the Application and Allotment Sheets
for the amount due in respect of such Premiums.
There is no occasion to divide the Cash columns in
the same way, as, if the whole amount due is not
paid, the first monies received would be allocated as
‘Il)sing in respect of the Premium charged. Such

, Premium would invariably be received before the

"entries are transferred to the Share Ledger, and
:consequently the ordinary form of ruling for the
:Share Ledger will still be all that is required. In
' the financial books the Applications and Allotments
}Acmunt must be debited with the total amount due

“on allotment, including Premiums; but the amount

| of such Premiums, instead of being credited to the
;Share Capital Account, should be credited to a

consideration of receiving the privilege of an allot- | Premiums Account, as shown in the following:—

PROBLEM.—A Company offers for subscription 100,000 Shares of £1 each, at a premium of 2s. 6d. per Share,
payable ss. on application, 7s. 6d. on allotment, and the balance one month after allotment.
Show the necessary entries in the financial books of the Company, assuming that the
subscription list opened on r4th July 1903, that applications were then received for 120,000
Shares, and that the Company went to allotment on the following day.

Dr SHARE CAPITAL ACCOUNT. Cr.
— AT oo - - ~ o P '
{ 1903 | o | s d
! July 15 | By Arphcatlon Account .| 12,500 0 ©
: | . » Allotment Account +{ 37,500 0 0
‘ i . » Call Account . 50000 0 ©
| (
Dr. APPLICATION ACCOUNT. Cr.
1903 [ s d| 1903 £ sd
July 15 | To Share Capital Account .. 12,500 o o'/ July 14| By Cash 30,000 0 O
» | = Premium Account 12,500 0 ©
" » Cash .. . 5000 O O
|
Dr. ALLOTMENT ACCOUNT. Cr
1903 . ! s d\’ 1903 £ s d
July 15 | To Share Capital Account .. 137,50 o o] July — By Cash 37,500 0 O
| I
Dr. CALL ACCOUNT. Cr.
1903 | s d | Tigo3 | ! d
Aug. 15 | To Share Capital Account.. so.goo o o'l Aug. — | By Cash “ 5o€ooo z °

Il
I
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Dr. PREMIUM ACCOUNT. Cr.
| " 1903 o l £ s d
|july 15 By Application Account - | 12500 0 ©

]

Dr. CASH. CONTRA. Cr.
1903 s d | 1903 ‘ £ s d
July 14  To Application Account 30,000 0 © ‘ July 15 | By Application Account (deposits returned) .. 5000 0 O

— » Allotment Account 37,500 0 0O |
Aug. — , Call Account 50,000 0 O | |

The question as to how Premiums should eventu-
ally be treated is, from some points of view, still an
open one, it never having been expressly decided
whether or not such Premiums are legally available
It would
appear, however, to be doubtful whether they can

for distribution by way of dividend.

be legally so distributed, and it is therefore thought
that,
practice of transferring Premiums to Reserve Fund,

desirable instead of following the wusual
they should be retained permanently to the credit of
“Premiums Account,” and shown as a separate item
upon the Liabilities’ side of the Balance Sheet. In
Companies whose accounts are kept upon the
“Double-Account System ” (wtide Chapter XII.) all
Premiums received are treated as part of the Capital

Reeeipts of the Company.

DEBENTURES.

As has already been stated, the entries in con-
nection with the issue of Debentures, or Debenture
Stoek, follow upon exactly the same lines as those
already explained in connection with the issue of
Shares or Stock. It remains to be added, however,
that whereas the latter cannot be issued at a Dis-
count and are irredeemable, the former may be
issued at a Discount, and may be issued upon such
terins that they are redeemable, either by notice, or
The
proper entries in connection with the issue of Deben-
tures at

at the expiration of a certain definite period.

a Discount and the redemption of

Debentures have therefore still to be considered.

ISSUE OF DEBENTURES AT A DISCOUNT.

The entries in this case are naturally the converse
of the issue at a Premium, with the result that
“ Discounts Account” must be debited, and “ Appli-
cations Account” credited with the amount agreed
value of the
The
position is thus in many respects analogous (o an
issue of partly-paid Shares. In the detailed Deben-
ture books the most convenient method is to pro-

to be deducted from the nominal

Debentures as an inducement to subscribers.

vide a special column on the Application and Allot-
ment Sheets for the amount agreed to Le considered
as allowed off the nominal value of the Debentures
allotted, and no entries need appear in connection
with the matter in the Debenture Ledger.

The proper treatment of the debit balance on the
“ Discounts Account” varies according to the terms
of the issue. It is perhaps desirable, however, to
mention in passing that a special Discounts Account
should be opened in respect of each such issue, and
that under no circumstances should these Discounts
be contused with the ordinary Discounts allowed by
the Company in the course of its trading operations.
[f the Debentures are irredeemable, the debit balance
of the Discounts Account will only become a realised
loss in the event of the Company going into liqui-
dation, and it would therefore not be improper to
permanently include it upon the Assets’ side of the
Balance Sheet, or to deduct it from the liability

under Debentures appearing upon the Liabilities’
G
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side; but although such treatment might be permis-
sible, it would undoubtedly be preferable for the loss
to be written off over a term of years, in the same
manner as it is usual to gradually write off Pre-
liminary Expenses. If, on the other hand, the
Debentures are redeemable, then clearly the amount
of the Discounts allowed upon the issue will become
a realised loss on the date when such Debentures
become redeemable, and under these circumstances
it is essential that the loss should be written off, out
of Revenue, during the period of such issue. For
example, if the Debentures be redeemable in seven
years’ time, then one-seventh of the aggregate Dis-
count allowed should be written off against Profits
each year.

REDEMPTION OF DEBENTURES.

In the Debenture books the best method of deal-
ing with Debentures redeemed is, through the
medium of the Register of Transfers, to transfer
such Debentures as are redeemed from time to time
to a “Debentures Redeemed Account.”
financial books the entries are not, as a rule,
sufficiently numerous to make it worth while to adopt
any abbreviated method, and it will therefore in
general answer all practical purposes if Debentures
Account be debited, and Cash credited, with the
amount paid to Debenture-holders from time to time
If, however, the
number of Debenture-holders renders some form of
abbreviated entry desirable, the detailed particulars
of the various payments may appear in an inner

in redemption of these liabilities.

column of the Cash Book, and the total only may"

be posted to the debit of the Debentures Account.
In exchange for the monies so paid, the original
Debenture Bonds should, of course, be received

EXAMPLE :

Old Shares [
1

Share No. of | Distinctive Nos. No. of | Name
Ledger | Shares - - . | Old
Folio , .

To

. , Certificate |
From i

[

In the

from the Debenture-holders, and submitted to the
Auditors as vouchers for the respective payments.

CONVERSIONS AND SPLITS.

Conversions of fully-paid Shares into Stock, or of
. Stock of one denomination into Stock of another
denomination, and the “splitting” of Shares or
Stock into two denominations, are transactions that
;do not often occur in connection with registered
| Companies, but they are comparatively common
| with railway companies and other undertakings
| incorporated by special Act of Parliament. The
| authority for such transactions will, of course,
| under these circumstances be obtained by a supple-
| mentary Act, or from a provision already made in
; the existing Private Act. When Shares are con-
verted into Stock, the entries in the financial books
are of quite a simple kind, all that is necessary
being to reduce the credit balance on the appro-
priate Share Capital Account and to credit a corre-
sponding sum to the new Stock Account. If the
nominal amount of the new Stock be /css than the
amount paid up upon the old Shares, the new Stock
has been issued at a Premium; if the nominal
amount be more, the new Stock has been issued at
a Discount. Under these circumstances, however,
the Discount is usually “capitalised,” and not
gradually written off out of profits. In the depart-
mental books it will generally be found best to open
" an entirely new Stock Ledger, and to close up the
old Share Ledger; and as the number of Personal
Accounts is generally very considerable, it will
" usually be found convenient to pass these transfers
through a specially designed “ Conversion Journal”
l‘ruled somewhat as follows:—

FORM OF CONVERSION JOURNAL (Shares into Stock).

‘ ‘ | New Stock
. | i
Address | Occupation Stock Non. of
Amount Ledger ‘ New

Folio l Certificate

|
S(‘

i

i
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When Stock of one description is converted into
Stock of another (as, for example, when 5 per cent.
Stock is converted into 4 per cent. Stock), the
-apital value of the Stock will usually be increased
pro ratd, so that the income actually paid to the
Stockholders ma); remain the same. In effect,
therefore, the new Stock is issued at a discount. In
other respects it follows the same lines as those
already indicated, save that the Conversion Journal
will require some slight modification, so far as the
ruling of the left-hand side is concerned.

The commonest form of “splitting » is when
uniform Shares or Stock are split up into Preference
and Ordinary Shares or Stock.
new Shares (or Stock) issued in exchange for the

If the amount of

cld is, in the aggregate, equal to the nominal amount
of old Shares (or Stock) the new issue is at par; but
f—as is very often the case—4£100 of the Stock
is split up into £r1oo Preference Stock and fioo
Ordinary Stock, the new issue is, of course, at a
Discount of so per cent. Such “Splits” are not
uncommon when the market price is greatly in
excess of the nominal value, and it is desired
{for purposes of convenience) to effect a closer

approximation of the two.

REGISTRATION OF PROBATE OR LETTERS OF

ADMINISTRATION.

There is a very general misapprehension with
regard to the consequences that ensue upon the
death of a registered holder of Shares, Debentures,
or Stock. It is frequently insisted that the invest-
ment must be forthwith transferred into the names
of the legal personal representatives of the deceased
holder,and that it is only after such transfer has been
effected that the latter are competent to dispose of
theinvestment. From the point of view of the Con-
pany, there is no objection to this plan, which inci-
dentally has the effect of increasing the revenue
from Transfer Fees; but it cannot be insisted upon,
and in the case of partly-paid Shares is altogether
indefensible, in that it seeks to place upon the legal
personal representatives of the deceased shareholder

a personal liability for unpaid capital that cannot
be legally enforced. The legal personal representa-
tives (whether they be the executors named in the
will of the deceased, or the administrators appointed
by the Court to administer his estate) are entitled,
on production of the probate, or letters of adminis-
tration as the case may be, to have their title to deal
with the investment registered, without any transfer
being made into their names personally ; and there-
after they may at any time execute a transfer in
favour of a purchaser of such Shares. Until such
transfer is executed, any Calls that may be due, or
become due, are payable out of the estate of the
deceased ; but the executors or administrators are
not personally liable to pay Calls, should the
estate be deficient. The proper entry to make in
the Share Ledger notifying the title of the legal
personal representatives of a deceased shareholder is

as follows:—

|

’ Probate granted to A. of ——, and B. of —_—
on 19—. Registered, ——19—. X.Z,
Secretary.

Many Companies charge a half-a-crown fee for
making such an entry, and, as a rule, such fee is
paid without demur ; but inasmuch as this registra-
tion is not a transfer, no fee can be charged for its
record, save in the unlikely event of the Company’s
Articles of Association making express provision
therefor.

PAYMENT OF DIVIDENDS.

In the case of an undertaking owned by a sole
trader, or a private firm, the profit shown from time
to time by the Profit and Loss Account is forthwith
transferred to the Capital Account of the proprietor,
or, in the case of a firm, it is divided into shares
previously agreed upon, and the Capital Accounts
of the various partners are credited each with his
respective share. In the case of a Company, how-
ever, the profit cannot be divided (save to a limited

G 2
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extent, when the payment of interim dividends is
authorised) until the shareholders in general meet-
ing have passed a resolution dealing with the matter.
Accordingly the accounts that have to be submitted

for approval at such general meeting must show to
the credit of Profit and Loss Account whatever
balance is at the disposal of the shareholders.
Unless, therefore, some special modification of book-
keeping were to be introduced, the Profit and Loss
Account of each suceessive vear would fail to show
the actual results of that year’s operations, because '
those results would be obscured by the balance of '
profit brought forward from the previous period and

its disposition during the current period. It is there-

“affected,

fore usual at the date of balancing, instead of bring-
ing down the amount of net profit as a credit balance,
to forthwith transfer it to another account (which is
variously called “Net Revenue Account,” “ Net
Profit and Loss Account,” * Profit and Loss Appro-
priation Account,” &c.), and whatever disposition
the sharcholders may order of the amount standing
to the credit of this latter account is recorded by
entries to the debit thereof. That the Net Revenue
Account may be kept in a concise form it is con-
venient that the entries to the debit should be made
in totals through the Journal to the various accounts

upon the lines shown in the following

 example : —

PROBLEM.—The X. Company, Lim. on making up its accounts to 31st December 190z, shows a balance
available for distribation of £7,567 12s. 2d. At the Annual General Mecting, held on 7th
April 1903, it is resolved to declare a dividend on the 40,000 Preference Shares (£1 cach) of
5 per cent., and also a dividend of 10 per cent. (frec of income tax) on the jo,000 Ordinary
Shares of £1 each. £1,000 is to be transferred to Reserve Fund, and the balance carried
forward. Show the Ledger Accounts, detailing the appropriation of divisible profits.

Dr. NET REVENUE ACCOUNT. Cr.
1903 r s d 1903 £ s d
April 7 To Preference Duidend L, . .. .. 1 2w0 o o !Jan. 1) By Balance forward.. 7567 12 2
» | w Ordinary Dividend 4000 0 0
~» w Reserve Fund | 1o0) o o
vl Balance down ‘ 567 12 2 o
| | £7567 12 2 ‘: £7,567 12 2
e p— | ——————
1903 '
[ ‘ ; Apiil 8 By Balance forward. . .. .. .. e 567 12 2
|
Dr PREFERENCE DIVIDEND ACCOUNT. or
gy ! L s d ! I £ s d
April1z] To Cash .. .. . 1,577 1 8 ll Apnl 7 l 3y Net Revenue Acoount .. .. .. o 2,000 0 O
w » Income lc‘( .. .. .. .. S 122 18

i
e ————————— —————
A S A e S -
Dr. ORDINAKY DIVIDEND ACCOUNT. Cr.
1oy £ s d 163 £ s d
April 12| To Cash . .. .. .. .. .. 400 0 0 By Net Revenue Account .. 4000 0 ©

] Aprn 7
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Dr. RESERVE FUND. Cr.
. ! 1903 i £ s d
l April 7 | By Net Revenue Account .. ;60 0 o

i

Dr. INCOME TAX ACCOUNT Cr.
5 s d
‘ ‘ .-\lpgr?lz7 4 By Pref :rence Dividend Account .. .. !’ lgz 1§ (4
NOTE.—(1) As a rule it is convenient to open a separate Bank Account for cach dividend. (2) The

£122 18s. 4d. transferred to the credit of Income Tax Account is available to reduce the sum directly chargeable
against profits in respect of Income Tax paid by the Company. It represents (approximately) £500 at 1s. 2d., and

1,500 at 1s. 3d. in the £.

For information upon the important subject of
Income Tax, the reader is referred to Chapter X111,
It may be mentioned here, however, that when any
classes of shareholders are limited to a maximum
dividend, such dividends must invariably be paid
after deducting Income Tax at the current rate.
Income Tax must also be deducted from interest
paid to Debenture-holders.
Income Tax is deducted from holders of the most
deferred class of Shares is immaterial, and will
depend upon the wording of the resolution declaring
the dividend; but,
Income Tax must be deducted in this case also. But,

As to whether or not

unless otherwise provided,
whether Income Tax be deducted from the amount
actually paid to shareholders or not, the Company
will have been assessed upon its profits, and indi-
vidual shareholders need not therefore again pay

Income Tax on the dividends received by them,

whether or not any specific deduction has been
made from such dividends as representing Income
Tax. The best method of dealing with entries with
regard to Income Tax in a Company’s accounts will,
however, be better appreciated after the subject
itself has been more fully discussed, and the matter
will therefore be left over until the conclusion of
Chapter XI11.

REDUCTION OF CAPITAL.

The Companies Acts provide that under certain
circumstances a Company may, with the approval
of the Court, reduce its Capital either by returning
to shareholders money not actually required for the
purposes of the undertaking, or by writing off ascer-
tained losses. The convenience of being able to
effect a reduction of Capital in the first-named case
is sufficiently obvious to call for no detailed discus-
sion, although it may be mentioned in passing that
instances of its application rarely occur in practice.
With regard to the second case, the ability to write
off ascertained losses (whether a balance to the
debit of Profit and Loss Account, representing an
on Revenue Account, or a
shrinkage in the value of fixed assets, which repre-

accumulated loss
sents a loss on Capital Account), provided proper
steps be taken to protect the interests of creditors
and all minorities of shareholders, is equally con-
venient, on the assumption that until such losses
have been made good no dividends can be declared.
Numerous cases that have come before the Courts
during recent years throw, however, considerable
doubt upon the dictum that at one time used to be
regarded as unquestionable, that no dividends

could be legally declared so long as a debit balance
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|
remained outstanding on Profit and Loss 'Account,‘ in detail. It is sufficient to show the entries neces-
and under these circumstances the object of pro- sary in the books of a Company to give effect to a

viding machinery for the reduction of Capital is  reduction of Capital when such a reduction has been
somewhat obscure. I'or the purposes of this work, | authorised.  The following example will clearly

however, it is unnecessary to pursue such a subject | explain the procedure in such cases:—

PROBLEM._The H. K. Company, Lim., having a capital of £1,000,000, divided into 100,000 Shares of £10 each,
£5 per Share called up, obtains leave to reduce its capital to £250,000 by writing £100,000 off
the value of its properties and returning £150,000 in cash to its shareholders. The capital of
the Company (when reduced) will be £250,000, divided into 100,000 Shares of £z 10s. each,
fully paid up.

Show by means of Journal entries the necessary entries in the Company’s books.

JOURNAL.
Share Capital Account - .. .. . .. .. .. £250,000
To Cash .. .. .. .. . .. £150,000
» Property Account .. .. 100,000

(Being in veduction of the capital of the Company, as per scheme passed by
the sharcholders at General Mecting held on the — 19—, and
confirmed by the Court under order dated ——— ——— 19—, sanctioning
a return to sharcholders of £1 10s. per share in cash, and the writing down of
Property Account by the sum of £ 100,000.)

NOTES.—(1) The cash return will be treated like a dividend, so far as detailed entries are concerned. (2) Each
account in the Share Ledger should be marked with a vubber stamp, recapitulating the terms of the reduction scheme.  (3)
The Share Certificates should be called in and exchanged for Certificates for an equal number of fully paid-up Shares of
£2 10s. cach.




CHAPTER X.

VENDORS ACCOUNTS.

N the course of the present “-hapter it is proposed

to consider in detail those adjustments, or!
apportionments, of accruing income and expenditure
that have to be taken into account as between vendor

and purchaser when a property changes hands.

Taking first of all the comparatively simple case |
of the sale of a house, or a piece of land, a contract |
to purchase such property for an agreed price is,
as usually drawn up, a contract to pay an agreed
price on the date named for the completion of the
sale, the vender agreeing to defray all expenses
appertaining to the property up to the date of the
sale, and the purchaser agreeing to give the

vendor credit for all payments made by him on
account of the property that have been made in
advance. If the purchase-money, as so adjusted, is
not actually paid on the date named for completion,
interest thereon must be paid to the vendor up to

such date as completion actually takes place.

The payments which the vendor has to discharge
up to the date of completion comprise all pay-
ments which are properly chargeable against the
property about to be conveyed, such as Rent,
Rates, and Taxes. Repairs would certainly not be

included as a matter of course, and the vendor
should therefore make no payments in respect of
repairs without first obtaining the purchaser’s con-
sent, together with his express agrecment to allow
such payments in account. Fire insurance is a per-
missible payment in the case of leasehold property,
as the lease will in such cases invariably include a
covenant that the lessee is to keep the premises
insured against fire. As a matter of business prac-
tice, however, fire insurance up to a reasonable
As
the reader will be aware, these various outgoings

amount will always be allowed as a payment.

are not paid from day to day, but at fixed intervals,
and consequently it usually follows that at the date
of completion certain of these charges have been
actually paid in advance, in which case the vendor
is entitled to credit for the amount so paid in
advance, and that certain other charges have not

been paid up to the date of completion. The

~charges in arrear must accordingly be debited to the

vendor in account, thereby reducing the amount
that the purchaser will have to pay to the vendor
on completion. With these preliminary explanations
no difficulty will be experienced in understanding
the following problem, which represents a fairly
typical case:—
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PROBLEM.—Give a pro formd account showing how the exact amount due to the Vendor on completion

of a sale of property is arrived at, assuming that the date fixed for completion was the 29th
December 1902, and that the completion actually took place on 21st February 19o3.

Dr. PURCHASER IN ACCOUNT WITH VENDOR. Cr.
- ‘ I
1902 £sd £ s d| 1902 | ‘{sd £ s d
Dec. 29 ' To Purclmse-yricc as per Contract Dez. 29 By Ground Rent from 26th to 29th
Sale .. | 5000 ¢ 0 December 1902, 4 di ays at £50
" ow l"lre Insurance paul in advance per ann. (less tax at 173 in the £) o1 3!
" to 25th March 1903, 86 days at » 1 w Poor Rate for the 6 months
£3 155. per ann. o017 8. ending  25th March 1903, 86
» w General District Rate p vid in ! days at £12 per 6 months 5 3 1
advance to 315t December " « Property Tax for the Year ending |
1902, 2 days at /‘,o 108, per 6 sth April 1903, 97 (I.;)s at £16
months . .. .. o 611’ | per ann, .. 4 5 o
! 14 7 — 918 4
» Balance down .. .. 4,991 6 3
I fs cot 4 7 u ‘ L5000 4 7
|
Dec. 29 | To Balance down .. .. ! ' 4991 6 3 | l-lr 21! By Cach to507 a1
1003 '
Feb. 21| , Interest to date ot complf-llon, .
54 days at 5% per ann. e } 36 4 10 |
’ l {5027 11 1 | £5.027 11 1

NOTES. —(I) The date up to which apportionment has

! w |

to be made will be fixed by the contract of sale.

(2) If—as is usual, unless the sale be to a Com;‘mny about to be formed—a deposit has been paid by the Purchaser, it

should be credited in this account.

(3) On completion the Vendor must produce veceipts for (a) Rent paid to 25th December 1902, (b) Fire Insurance
paid to 25th March 1903, (c) Gencral District Rate paid to 31st December 1902, (d) Poor Rate paid to 29th Scptember

1902, and (e) Property Tax paid to s5th April 1902.
(4) Interest on the balance of £4.991 6s. 3d.

SALE TO A COMPANY.
As has

chapter, certain apportionments have in practice

!

already been stated in the previous
invariably to be made when an existing business is
sold to the Company. If possible, unquestion-!
ably the most straightforward manner of carrying
the transaction through would be to prepare a

Balance Sheet of the business as at the date of com-

pletion, in which case the necessary apportionments
will be made automatically in the ordinary course

of balancing the books. Such a method, however,
although very desirable, can but rarely be carried
into effect, because the accurate balancing of the |
books of a going concern necessarily ocv'upies time,
and would thus cause delay in the completion of the .
purchase.

Moreover, the provisional contract of

sale generally fixes the date upon which the business

(together with the benefit of all outstanding con-

tracts) is to be transferred to the Company, while

will be charged up to the actual date of payment.

at the date of executing such provisional contract it
is impossible to fix an exact date for the completion
of the purchase. The usual custom, therefore, is
for the undertaking to be coaveved to the Company
as from a certain fixed date, the company paying
that date

Whatever date may be fixed as the time

intcrest on the purchase-money from
forward.
from which the transfer is to be deemed as having
taken place, the vendor is entitled to all profits
accruing up to that date, while all profits accruing
subsequently are the property of the purchasing
Company. It is important to bear in mind, however,
that although subsequent profits accrue to the pur-
chasing Company, the latter can only divide among
its shareholders such profits as may have accrued
since the date when it was authorised to carry on
business. Any profits arising between the date of
sale and the date when the Company is entitled to

commence business must be capitalised ; that is to
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say, that amount must be applied towards the reduc-
tion of the figure of cost at which the assets acquired
stand in the books of the Company. This is, of
course, only reasonable, as in fixing the purchase-
price the vendor will doubtless have taken into
account the probable amount of profits accruing
hetween the date of the sale and the date of com-

vletion, and will have increased the purchase-price

accordingly. In order, therefore, to arrive at the
‘rue purchase-price this loading must be deducted.
If the assets acquired by the Company include the
item of Goodwill, this should, as a rule, be the first
1em to be written down; but if nothing be included
‘it Goodwill, then some fixed asset—preferably the
most permanent—should be the one to be reduced.

I is, however, perfectly permissible to set off interest

1

on purchase-money against accruing profits, with a,

view to avoiding the necessity of charging against

Revenue Account interest accruing prior to the date

tpon which the Company is entitled to commence
ousiness.

If there be but a slight interval of time between
:he date of the preliminary contract of sale and the

an interval of six or nine months may have elapsed,
and in such cases the matter is of very considerable
importance. It may be quite impossible for the
Directors of the new Company to determine exactly
what profits had accrued up to the date when the
Company was entitled to commence business and
what profits have accrued subsequently; but the
responsibility will rest upon them to make a proper
apportionment, and they must therefore act reason-
ably in the matter. A rough-and-ready division of
the total profits according to time would not usually
A better method
would be to apportion the Gross Profit between the

be a reasonable apportionment.

two perinds according to the total Sales in each, and
to apportion the expenses chargeable against Gross
Profits directly according to time. This method would
give a very accurate result in the case of most busi-
nesses ; but if the percentage of Gross Profit eamed
at different periods of the year was unequal, that
fact would undoubtedly have to be taken into con-

| sideration in determining the apportionment of Gross

Jate of completion, these apportionments of accrued -

profits will probably raise no very vital question, and

are by no means infrequent in which (owing pro-
hably to some delay in the flotation of the Company)

|

Profit.

The following problems will, it is thought, clear
up all remaining points that properly arise under

may even represent a negligible quantity ; but cases this heading, and will at the same time serve to

further explain those that have already been

mentioned in general terms.

PROBLEM.—0n 3rd January 1903 A. agrees to sell his business as a going concern to an approved Company
about to be formed by a promoter X. The sale is to take effect as from 31st December
1902, and the agreed purchase-price is made np as follows :—

Goodwill

£20,000

Plant and Machinery 12,500
Freehold Land and Buildings 18,750
Stock-in-Trade . 21,970
Book Debts and Bills Receivable (guaranteed by A. to produce) 31,000
04,220
Less Trade Liabilities (gnaranteed by Vendor not to exceed) 14,220
£yo.000

It is further agreed that the completion shall take place during 1903, and that pending
completion A. is to be entitled to interest at 6 per cent. per annum, A.in the meanwhile to
carry on the business as Trustee for the Company.
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X. registers the British Manufacturing Company, Lim., on 26th March 1903. The
Company duly goes to allotment, and on 1st May 1903 it is authorised to commence
business. It is accordingly arranged to complete the purchase on the 8th May 1go3. A.

- supplies an account showing—

(1) Receipts from 1st January to 8th May 1903, £24.175.

(2) Payments " ” " ” £19,620.

(3) Book Debts amounting to £39 are admitted to be irrecoverable.

(4) The Liabilitics outstanding on 31st December 1902 are admitted to have been under-

. stated by £25.

Assuming that A. opened new Trade Ledgers on 1st January 1903, show the entries now
necessary in the Company's General Ledger, assuming the completion to be duly carried
through on 8th May 1903, and 80,000 fully paid-up Shares then allotted to A.in part
satisfaction of purchase-price, the balance being paid in cash. .

Dr. GOODWILL ACCOUNT. Cr.
| - .

1903
May 1 ToA.

Dr.
-

1903
May 1! ToA.

|

Dr.

1903
May 1| To A.

Dr.

1903
May 1 ToA.

Dr.

!

1903
May 1| ToA. ..

Dr.

£ s ll“ |

20,000 0 O |

PLANT AND MACHINERY. Cr.

| t
£ s d ' .

12,500 0 0 '

21,970 0 © H

FREEHOLD LAND AND BUILDINGS. Cr.
f s d .‘ {
18,750 0 o
STOCK-IN-TRADE. Cr.
1 £ s dl l

SOLD LEDGER ACCOUNT. Cr.
f sd‘, 1903 | £ s d

3000 0o o Mays8 ByA., .. .. .. .. . .. ey 39 0o o
BOUGHT LEDGER ACCOUNT. Cr
| 1993 ’ £ < d

| " May 1 ByA. .. ‘e .. . .. .. .. 14,220 o o

w 8 W . .. .. .. .. . .o 25 0 o
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Dr. A. Cr.
1903 S s d 1903 £ s d
May 8 | To Cash (to be credited to Sold Ledger Account May 1 | By Sundries . 97,000 0 ©O
and other accounts affected) . . 24,175 0 0O " » Cash (to be debited to Bought Lodger
» Sold Ledger Account (Bad Debt) .. 39 o o Account and other accounts aftected) .. 19,620 0 o
« Bought Ledger Account (Liability ommed) 25 0 o « 8| & Interest (on £go,000 — [64 from 31 l)oc
« Ordinary Share Cdpual Account .. 80,000 0 © 1902 to date at 6 %) . 1.577 0 o
« Cash . . .. 6,958 0 o
£f111,197 o o £111,197 0 o
[
Dr. INTEREST ON PURCHASE MONEY. Cr.
| | o
1903 £ s d!
May 8 ToA. .. .. .. . .. P 1,577 © oi !
1 [

PROBLEM.—Taking the facts stated in the previous prollem, assuming that the books of the British Manu-
facturing Company, Lim., are balanced on 31st December 1903, and that the accounts for
the year show the following result, how would you deal with the net profit >—

Gross Profit w.  fL18,720
General Expenses 5,290
Directors’ Fees, &c. e 700
Depreciation of Plant and Machmery at 10 per cent.

Do. Land and Buildings, at 2 per cent.

The first step is to apportion the gross profit equitably between the two periods. Assuming that it has been earned at a regular
rate, and that from 1st ]anuary to 3oth April the Sales were £60,000, and from 1st May to 31st December they were {140,000, then
the gross profit earned since 1st May may be assumed to be ;Iths x £18,720=£13,104. The Profit and Loss Account from 1st May
to 31st December then stands as follows :—

Gross Profit .e .e .. . .e .. .. £i13,104 0 ©
General Expenses (3 x £5,290) .. .. . . £3,536 13 4
Directors' Fees, &c. . .. .. . . 700 0 O
Depreciation of Plant .. . .. .o . 826 13 4
" Land .. . .. . .. 250 0 O

5313 6 8

The Net Profit available for dividend is thus .. . . £7.790 13 4

The total net profit for the year is £11 105 ; therefore £3,314 6s. 8d must be held over. This may be applied (1) towards paying
£1,577 due to A. for interest, (2) towards writing down Preliminary Expenses or Gdodwill Account.



CHAPTER XI.

EXECUTORSHIP ACCOUNTS.

GENERAL CONSIDERATIONS.
I ITHERTO most writers upon Executorship
the highly

technical nature of this branch of bookkeeping, and

Accounts have enlarged upon
as a consequence the impression is very prevalent
that the proper keeping of Executorship Accounts is
a matter of the greatest intricacy, which is only pro-
perly understood by a comparatively small number
of persons. It may be, and probably is, quite true
that few people are thoroughly versed in the proper
treatment of Executorship Accounts, but this is less
due to any inherent difficulty presented by the
subject itself than to systematic attempts to make a
“mystery " of that which is after all but a quite

ordinary matter.

The object of everv properly designed system of
bookkeeping is to adapt itself to the special require-
ments brought about by the nature of the particular
classes of transactions that have to be recorded, and
no properly designed system will present greater
variations from the normal type than are necessary
to meet the requirements of these special transac-
It that no material

departure from the ordinary svstem of bookkeeping

tions. follows, therefore,
can be justified that is not mecessitated by the par-
ticular circumstances arising from the transactions
in the books. T the

matter be viewed in this light, it must be admitted

that have to be recorded

that there is nothing very exceptional in the
transactions that have to be recorded in executor-

ship matters.

| NATURE OF TRANSACTIONS.

{ Avoiding details of a purely legal nature, it may
be stated that the transactions that have to be
recorded by executors relate to (1) the keeping of a
strict account of the property of which the Testator
died possessed ; (2) realising such property and—
after payment. of all proper debts, duties, and

expenses—istributing the surplus in such manner

as the testator may have decreed. In the majority of
cases, such distribution takes place as soon as pos-

. sible; but sometimes the terms of the \Vill require
the whole, or a portion, of the estate to be invested,
and the income derived therefrom to be applied for

the benefit of one or more persons, called “life-

tenants,” until the happening of some event, when
the estate (or some specified fraction thereof) is
bodily handed over to the life-tenants, or some of
them, or to some other parties. Strictly speaking,
these last conditions, where a portion of the estate
is held in trust, form no part of “Executorship

Accounts,” but relate rather to the accounts of
Trustees ; but it is convenient to deal with all trans-
actions connected with the estates of deceased

persons under this general heading.

IFor that reason also it is well to point out here
that, in the absence of a Will, the general law of
succession applies, and the estate is distributed in
accordance with that general law; whileif the \Will
makes no provision as to who is to be held entitled
to any particular portion of the estate, there is an
intestacy so far as that particular lpnrtinn is con-

cerned, and it is dealt with accordingly.
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Where there is no Will there can be no Executors,
for Executors are appointed under the Will; and
occasionally it will be found that even a Will omits
w provide for the appointment of Executors. In all
swch cases application must be made to the Court,
who will appoint whomsoever it thinks proper to
“administer ” the estate, and so far as the accounts
are concerned the accounts of that Administration
all
Executorship Accounts.

are  for practical purposes the same as

It will thus be seen that, speaking generally, the

class  of transactions involved in  Exccutorship
Accounts consists of the getting in of assets and dis-
tnbuting them among the persons entitled thereto ;
while in  some cases, instead of their being
immediately distributed, the assets (or a portion of
them) are invested in suitable securitics, and the
meome derived therefrom is distributed among the
persons entitled thercto (cesturs que trustent).  “There
is thus absolutely nothing about the transactions
themselves rendering Executorship  Accounts  dis
tinctive from other classes of accounts. Transac-
tions involving the realisation and distribution of an
estate are also common to bankruptcy, company
liquidation, &c.; while accounts relating to invest-
ments that are held more or less permanently, and to
the collection and distribution of the income derived
‘herefrom, present no essentially new feature because
the original capitalist happens to have died, and the
collection and distribution therefore devolves upon
his representatives. Hitherto, therefore, no reason
has been found in the nature of the transactions
themselves that calls for any peculiar modification
of the ordinary system of bookkeeping, as applied

to ordinary commercial accounts.

SPECIAL REQUIREMENTS.

There are, however, certain forms and returns
that have to be submitted to the Inland Revenue
authorities, and there is always the possibility that
at some future time the Executors’ accounts may
have to be submitted to, and passed by, the Court

of Chancery. It is therefore important that any

system of bookke‘eping that may be adopted be one
that readily lends itself to these requirements; but
this does not of itself appear to justify such a radical
departure from all the principles of sound bookkeep-
ing as is involved by the adoption of the so-called
“cash system” which is so generally in use where
solicitors, instead of accountants, have the conduct
of matters. A simple Cash Account has, of course,
the merit of simplicity, and where only a few trans-
actions have to be recorded it is quite adequate for
the requirements of the situation ; but accounts upon
a cash basis do not lend themselves conveniently to
an exhaustive examination at some future date of
a/l the transactions of the executors.  This much
must be admitted by the advocates of the “cash
system,” who even go so far as to put it forward as
one of the advantages of their method that it
obviates the necessity for numerous adjusting entries,
showing the difference of the original valuation of
the assets and the amount they eventually realised.
Seeing that the Exceutors are primi facic respon-
sible for the advantageous realisation of all pro-
perty passing through their hands, it will be seen
that, however much the accounts may be simplified,
they cannot fail to be seriously defective if they omit
to record one of the most important points affecting
the due discharge of the Executor’s duties—viz., the
shrinkage (or appreciation) on the realisation of the
various items of property for which he is account
able. It has been further argued that accounts kept
upon the *‘cash system’ are preferred by the
Rules of the Supreme Court. It is no doubt tru~
that the Chancery Division of the High Court of
Justice, in all cases, requires a Cash Account
to be passed; but every adequate system of book-
keeping requires a proper Cash Account to be kept,
and the mere fact that the Court is not up to date
in its requirements does not dispose of the fact that
the Cash Account is not, in itself, a complete record
of all transactions. From the point of view of the
accountant, there is this further advantage in the
general adoption of the ordinary commercial system,

that the accounts, being kept upon the same
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fundamental principles as all other classes of
neces-
readily
requirements of the
Unquestionably

present only differences

of detail, which
soon as the
situation are duly appreciated.

accounts,
points

upon

sary can be

grasped so

the chicf requirement is a set of accounts that,
even 5o years hence if need be, will be per-
fectly to all
their professional advisers: and it can hardly be
going too far to say that this end is more likely to
be achieved by adopting the only system that has
been found adequate to meet the requirements of

intelligible parties interested and

business men, than by adhering to a system which
—while still regarded as sufficient by the High
Court of Justice—has remained without alteration
and improvement ever since that Court existed. It
has been thought desirable in the first place to clear
the ground by pointing out the inadequacy of the
system of accounts so generally favoured by lawyers ;
but this having now been done, the proper treatment
of this section of accounts can be proceeded with
without further delay.

CASH BOOK.

The most convenient form of Cash Book for
Executorship Accounts is unquestionably one having
separate columns in respect of Capital and Income.
The balance of the Capital columns then shows the
amount of Capital that for the time being is not
invested, while the balance of the Income columns
shows the amount of Income in hand that has not
been distributed. Of course if, under the terms of
the Will, no one has a life-interest in the Estate
(that is to say, no one is entitled o receive certain
payments out of Income, and out of Income alone)
there is no occasion to observe any distinction
between Capital and Income, and accordingly the
Income columns may Dbe omitted from the Cash
Book and the Income Account from the Ledger, all
monies received by way of Income being then
credited direct to the Estate Account.

All monies received should invariably be banked
intact, and all payments made by cheque. If a Petty
Cash Book be necessary, it should be kept upon the

“imprest” system, so that eventually a// cash pay-
ments may pass through the Cash Book and then be
posted intc the Ledger. A separate Bank Account
should invariably be kept in connection with the
Estate ; and if the executors are, under special direc-
tions contained in the Will, carrying on the business
of the deceased, a separate account should be kept

in respect of the business transactions.

The chief advantages of the double-column Cash
Book is that, if it be written up from day to day, it
provides all the information that the Executors
would require to have constantly before them, so
that the Ledger may be posted up at more con-
venient intervals. This is especially desirable where
the Ledger is kept by an Accountant, and not by the
Executors themselves.  The double-column Cash
Book has also the further advantage that it offers a
check upon the accuracy of the Income Account in
the Ledger, seeing that the balance of the Income
columns in the Cash Book should always agree with
the Income Account in the Ledger.

THE JOURNAL.

In many cases the employment of a Journal for
Executorship Accounts is unnecessary. Unless
absolutely necessary a Journal is actually undesir-
able, as it is cspecially important that the fullest
possible detail should be contained in the Ledger
itself, while if a Journal be employed there is always
the temptation to make “bare” entries in the
Ledger, and include whatever explanation fnay be
thought necessary in the Journal only. In many
cases there would be no scope for the use of a
Journal, except in connection with the apening
entries, and these can quite conveniently be made
by way of transfers in the Ledger from the Estate
Account to the various other accounts concemed.
Where, however, the Estate is a complicated one,

“in

and a considerable number of distributions
kind” amongst beneficiaries take place, the employ-
ment of a Journal may be found a great convenience.
But under its use be
allowed to reduce the amount of detailed explana-

tion appended to all entries in the Ledger itself.

no circumstances should
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THE LEDGER.

Concerning the Ledger, the only point that calls
for special attention is that in the case of Invest-
ments separate columns should be provided for
“Capital ” and “Income,” and a further column
upon each side for “ quantities ” of stocks or shares,
» that the amount invested from time to time may
le readily perceived, even if frequent realisations of
investments take place at varying prices.

All monies received by way of Income should be
prsted from the Cash Book to the account recording
the Investment, where they will appear in the
Income column upon the credit side of the account.
When the books are periodically balanced, the
of the Income
Investment Account should be transferred to the

credit balances columns on each

Income Account. At interim balances (that is to
siv, when the bouks are merely being balanced
periodically, and not at a time when an apportion-
ment has to be made) all accruing interest should
be disregarded, as the Executors are not account-
able to the Beneficiaries for income until it is
, received, and it is convenient that the books should
disclose what the Executors are accountable for,
rather than the exact position of the estate, which
latter is of little consequence, save when there is a
thange of life-tenants, or a distribution of the
Estate (or some portion of it) has to be made. More-
uver, an accurate Balance Sheet, showing the exact
pisition of the estate, can never be prepared without
taking into account fluctuations in the value of the
various investments, and it would be ridiculous to
adjust these from time to time when such readjust-
ments could mean nothing, and would only serve
the purpose of complicating the accounts.

OPENING THE BOOKS.

In ordinary commercial bookkeeping, the first
step to be taken, when opening a set of books in
tespect of a new business, is to compile a Statement
of Affairs, showing the financial position to date,
and then to raise the various necessary accounts in

tae Ledger in accordance with that Statement. It |

is submitted that exactly the same procedure should
be observed in connection with Executorship

Accounts.

The Inland Revenue authorities, from whom the
Executors obtain the grant of Probate which autho-
rises them to deal with the estate of the testator,
require that a statement shall be submitted to
them—in the prescribed form—of the affairs of the
testator as at the date of his death.
must be verified by affidavit, and may very fairly be
taken as the starting point for the Executors’ books,
seeing that it discloses under oath the whole estate
passing into the hands of the Executors, for which
If at any

This statement

they are accountable to the beneficiaries.
subsequent time it should be found that the original
estimate of the position was a mistaken one—
whether by way of over or under-estimate—an
affidavit has to be filed with the Inland Revenue
authorities, setting forth the full facts, and claiming
duty, or paying the
under-paid duty, as the case may be. If there-
fecre these affidavits, the accounts in sup-
port thereof, be followed, it will be seen that they
necessarily afford the most reliable and the best pos-
sible basis for opening the Executorship Accounts.

a return of over-paid

and

It is not proposed in the present work to consider
in detail executorship law, or the duties leviable in
exccutorship matters. The former would be quite
foreign to the subject of this work, and the latter
vary so from time to time that no detailed con-
sideration of them could be expected to apply for
more than a very limited space of time. The general
principles, however, will doubtless remain constant,
and it is unlikely in the extreme that any alteration
in the law will be effected that will render the form
of accounts here advocated either inapplicable or

inconvenient.

ESTATE DUTY ACCOUNT.

The form of Estate Duty Account at present in
force is given on pages 97 to 104, and the various
blanks have been filled in in accordance with the
assumed facts of a typical case, which, it is thought,
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will sufficiently explain the leading features in con- | by the Inland Revenue authorities, and the reader
nection with this particular class of accounts. This | will then be in a position to consider further the
account should be carefully studied in conjunction | best method of opening the books in accordance
withtheexplanatory notesandinstructionssupplied | with the position there disclosed.

PROBLEM.—X. died on 30th November 1900, his Istate on that date being as follows:—

£
Cash in House ... 10
Cash at Bank ... 1,000
Household Furniture ... 500
Leasehold Property valued at 1,000 (let at £f6o a year, rent payable half-
yearly, 3oth June and 31st December, paid to 3oth June 1900).
Freehold Property (hitherto in deceased’s occupation) 2,000

30 £10 Shares in the Mont Blanc Ice Company, Lim., quoted at £15 per Share
(dividend fcr, the ycar ended 31st December 1900, 10 per cent., paid 31st
Dccember 19go1).

£1,000 5 per cent. Debentures East Western Railway Company, Lim., quoted
at £160 per cent. (interest payable half-yearly 31st June and 31st December).

X. was partner in a business, and accounts were taken at the date of his death showing his
share to be:—Capital, £4,000; share of profit to date of death £s550, less drawings to same
date £450. Debts due from deceased at the date of his death amounted to £300, and the funeral
expenses werce £100.

Preparc an Account for Probate, and show upon what amount duty was payable, the
account being rendered on 31st March 1gor.
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ace
of
te

i

particular detai

items,

8
ed.

(A) Published
Quotations  or
Brokers' Certifi-
cates, or letters
from the Secre-
aries of the
Companies,
showing the
market price at
the date of
death, should be
attached (*).

a separa

Where there is not sufficient
schedule should be annex

to insert all the
the different

(B) The name or names

of the banks should be
stated.

() 1f the power or
Intérest was  derived
under a Will, state name
and date of death of the
Deceased, but if under a
Deed, state the date,
tgether  with  names
anid addresses of the
Trustees, and if the Deed
Jas been already pro-
duced give the official
reference appearing
apon it.

(D) Annex a schedule
of such specific articles
tequeathed for national
o quass-national pur-
poses as are within the
purview of sect. 15 (2) of
the Finance Act, 1fg4
Se2 Clauses 28 and 35 of
Form A—2.  State the
vilue in each case, and
whether the Treasury
has remitted the Estate
duty thereon, and if not
whether it is intended to
appdy for remission.

Annex also a schedule
of such specific articles
settled to be enjoyed in
kind in succession by
different persons as are
within the purview of
sect. 20 (1) of the Finance
Act. 18¢6. See Clauses
2 and 36 of Form A—2.
State the value in each
case, and whether the
Trmtur) has authorised
te application of the
section to them, and if
ret whether it is in-
terded to apply for
suthorisation. State also
unether the property has
vet a sold, or 18 in

th=  possession of a
pérson now competent
to dispose of it.

(EV If there is a valu-
aten, it should be an-
texed. The Commis-
woners reserve the right
o require the separate
talue of each item to be
stated, and in the case
of pictures the names of

€ artists.

(F) State date from
~hich profits are com-
puted.

IG) A valuation must
be annexed.

‘H) These words to
be cancelled where the
amount is actually as-
orriained.

I.

ACCOUNT No.

Personal Property situate in the United Kingdom, and Real Property situate in England, for or

in respect of whxch the Grant is to be made.

The Property situate in Scotland
and Ireland rexpecuvely should

FIrsT PART.—Personal Property
be so marked.

included in t

Marke( Price
of Stocks at
date of‘ Death

Nominal Value

(¢}
Stocks

No Foreign Proreny should be

his Account.

Gross Principal
Value at date
of Death

£ d

s
Stocks or Funds (including Exchequer Bills) of the United Kingdom,
vz, i—

Stocks, Funds, or Bonds of I‘Ol’cl Countrms or of Brirish Depend-
encies and Colonies, transfera le in the United Kingdom, viz.

Proprietary Shares or Debentures of Public Companies (A)—

30 {10 Shares in Mont Blanc Ice Co., Lim.

. 300 0 O
£1,000 5% Debentures East Western Rallway Co Lim.

1,000 0 ©

Dividends and Interest declared and accrued due. in respect of the above lnvesmlems, as per statement
annexed, to date of death .. . . .. .

(NoTE.—Unless stocks and shares are quo!cd ex. div., the market

price includes accruing dividends and interest.)

Cash in the House . Y d ¢ N d % death
! (x) on )ramng Account an !nterost @ nny)t «reon to a!c of deat

Cash at the Bankers (B) ( (2) on Deposit, and Interest thereon to date of death

Money out on Mortgage, and Interest thereon to date of death, as per statement annexed

Money out on Bonds, Bills, Promissory No(os, and other Securmmv and Interest thereon to date
of death, as per statement annexed .. . .. .. .. .. ..

Book Debts .. . .. .. .. .. .. e .o . . . .
Other Debts, as per I:st amw\'(d .. .. .
Unpaid bl;urch(:lnsc Money of Rcal and Leasehold Propeny comracted in Ilfeume of the D(*ceascd to

Deceased's interest in procceds of sale of Real Propeny dnrccted to be c.old by v-ttlemcn( or by
will of some other person whether actuvally sold or not, estimated at (C)

Personal Property over which \he Decea«ed had and exermwd by will an absolutc po“er of
appointment (C) .. .

Policies of Inu:;rance and Bonuses (1f :my) thercon on tho hfe of the [)oceascd as per stalemmt
annexe . . . .

Saleable value of Policies of ln:urance and Bonuw_s (if any) on 1he hfe of any penon o&her th'm
the Deceased, as per statement aunexcd .. .. ..

(D) Houschold Goods, Pictures, China, Linen, Apparel, Books, Pl.no j( wok Carrm,e: Horscs, &c.—
If sold. realised ¥ross
(E) If unsold, estimated at 500 0 O
Stock-in-Trade, Live and Dead Farming Stock, Implements of Husbandry, &c.—
If sold, realised gross £
If unsold, estimated at

Goodwill of Business, if taken over at a price . .. .. .
If valued according to custom of trade
If neither, (sum.ued at £

(Viz,..euu.o.. years' purcha:c of net proﬁts)

(F) Profits of Business from........ -.......... Toeeens to date of death ..

(G) Ships and Shares of Ships rogmored at Ports in the United l\mgdom. :m(l Prohts of same to
date of death, as per statement annexed (H), estimated at .

The Deceased's share in Real and Personal Property as a Partner in the rnrm of X. & Y. .. o

as per Balance Sheet annexed, sngned by the survnvmg Partners. .
If none, estimated at .

* Market Price of Stocrs, &c.—When there is a pubhshed uotation, a price one quarter up
from the lower to the higher of the official *“closing prlces * should be .:dopted as an cstimated
price. For example:—Where the ‘‘closing prices"” were ‘98—100," the market price is

98+ l3'3-——9-8=98§. Where the death occurred on a Sunday, or other day for which no prices are

available, the price for the day before should be taken.

£ d

S

™
[ry
=)
©Q
[=-]

10 0 O
1,00 0 O

50 0 0

4,100 0 O

Carried forward ..

£

7,606 0 o
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(D No Mortgage Debt
created or ncurred by
the Deceased himself is
to be deducted unless
such debt was created or
incurred bona fide for full
consideration in money
or money's worth whully
for the Deceased's own
use and bencfit.

(K) If the interest was
derived under a will,
state name and date of
death of the Deccased;
but if undera Deed state
the Date, together with
names and addresses of
the Trustees, and if the
Deed has been already
produced give the
official reference appear-
ing upon it.

(L) All Interests in
Expectaney in personal
property,whether veste 1
or contingent, should be
included, whether or not
the property is charge-
able with Estate duty, on
the Deceased's death as
passing under the earlier
disposition.

(M) But where the
Deceased was entitled to
the interest expectant
upon his own death,
or upon the death of
another person who sur-
vives him, and Estate
duty is payable upon the
corpus or the property
on the Deceased's death,
the Interest in h‘(poc-
tancy is not also charge-
able with Estate duty on
Deceased’s death as part
of his free Estate. Al-
though, as it is in fact

art of his free Estate,
its value must be looked
at for the purposes of the
Probate Court. The In-
terest in Expectancy
should be brought into
this Affidavit, and be
taken out again in the
Summary on p. 102.

(N) No deduction is to
be taken here wunless
Treasury authority has
been first obtained.

ACCOUNT No.

ACCOUNT No. 1 (FirsT PART)—continued.

Gross Principal

Value at date

of Death
- o b_ - " T = T ‘: < ‘]
Brought forward . . 7,660 0 o
Leaseho]d Property (for years) as per detailed description subjorned or annexed . —
Gwm;,— .
. Particular description. If sold, rmlnfml gross £
z Term unexpired at date of death. If unsold, estimated at £ 1,000 0 o
3. Gross rents, where let, or if not let, either —————
the gross assessment to property tax (not the £ 1,000 0 0
reduced assessment for collection of Income Less () a Mortgage Debt of .. £ |
Tax, under Finunce Act, 1894, s 35) or gross —_— 1,000 0 0O
(not rateable) assessment to Poor Rate. due from the Deceased and crenu.d by an
4. The Ground Rent. Indenture dated the....dayof........
5. The nature and amount ot the yearly out- for which the said Leasé lmld Prupeny is
goings paid by the Lessee as owner. the sole security. |
Rents of the Deceased's own Real and Leaschold Property due prior to the death, but not received
by the Deceased, (H) estimated at .. .. .. . .. .. .. . .. ..
Apportionment of the rents of the Deceased's Real and Leanchold Property to date ol «le.nh (H)
estimated at .. . . . .. .. . e 25 o o
(K) Income accrued due, but not recm\ml prior to the dvath. arising from Real and Pvt\ovnl I’ro- f
perty of which the Deceased was Tenant for life, or for any less period. viz.
Apportionment of such Income to date of death .. .. . o . . .o . o
The Deceased’s Interest (L) exjectant upon the death of ...... . o
now aged. .. .years, under the Will of.. P |
Proved. oo e e e ... lor under a ¢ ‘
ceee . . .
(<(lung out the p.\rnns to the Deed) in the Propcny (M) set out in “the ‘
and of which Fund the present Trustees are ... ]
(K) Other Personal Property not comprised under the forcgoing heads, viz. ‘
.......... R AR AR e
(a) Gross Personal Propon) in I'lrst Part of Account No. 1 . . £ 8,685 o o |
N.B.—(a) is the ** gross value " which is to be carried to par. 3 on pagc- 1 ]
(b) l)vduu Total of First and Second Pans of Schedule No. 1 £ 400 0 o
3.—(b) is the ** aggregate amount '’ which is to be carried to |nr. 5 on p 1t \
(¢) Net Personml Property in First Part of Account No. . . £ 8285 o o i
N.B.—(c) is the reduced * value ™ which is to be carried lo par. 5. on pagc . |
() [)cdnc( (N) specific articles (sce note (D) on page 97] whereon Estate duty
is either not payable at all, or is not now payable .. .. .. |
(¢) Balance remaining .. .. £ 8.285 o o |
(f) Deduct net Settled Per<onal Proper!) Gf an)) in Account No 1 (First
Part), in so far as the same is not fully aggiegable with the free property. |
[See Clauses 33 & 34 (particularly the last part of Clause 33 (3)) of the
Form A—2] . .. .. .. . .. .. . .. .. £ i
(g) Balance remaining .. .. .. .. .. .. .. . £ 8285 o o |
N.B.—(g) is the amount of ** Personal Pronerty [Account No. 1 (First .
Part)] " which is to be carried to Part’l. of the Snmm'\ry [vl 8.685 o o

(f) is to be carried to Part I1. of the Summary.

1—continued. SeEcoND PART.—Real Property in England.
For use only where the Deceased died on or after the 1st January 1898.

(Note.—This Account is NoT to include land of copyhold tenure or customary frechold where an adyussion, or any act by the lord of the manor,

the

as

Par-

in

Personal Propurty (see First

pectancy in
where

well
ession.
the case of

circumstances are otherwise

should be in-
as

in expectancy

ate,
here,

o‘yri
interests in poss
ticulars, as in

interests

Real Property.

appr

*.* Interests in ex
clude

(C) See Note (C) on
page 97.

To be signed by the porsons[
making oath or affirmation |
N.B.-~This, where the deceased died on or after the 1st Janunary 1898, is the ‘‘ agpregate gross value ™

Part above), should be fur-

nished.

is necessary lo fv:r/u‘! fhc ttllt nf a fmrchavr /mm Hu rushmmrr tenant.)

Value at date

of Death ‘

Real Property in ENGLAND vested in the Deceased without a right in any other
person to take by survivorship .
(The particulars of that part of ‘the pmp(rty in rcspoct “of which the tllll\

is to be now paid are stated in the First Part of the Account No. 5, and

of that part of the property in respect of which the duty is not to be

now paid in an * appropriate account ' marked

(C) Real Property in Excranp over which the Decceased executed by will a
general power of appointment .. .
(The particulars of that part of the pmp«'nv in rn:p«-ct of which the’
duty is to be now paid are stated in the Third Part of the Account
No. 5, and of that part of the property in respect of which the duty
is not to be now paid in an ** appropriate acconnt " marked .........)

£

which is to be carried to par. 6 on page 1* .. .

N.B.—This is the * gross value "'

Total of First and Second Parts
which is to be

carried to par. 7 on page 102,
Where the Deceased died before that (hto, the total of the First Part will be such '‘aggregate gross value.'

* This page has not been re[nudumi as it does not aﬁ'ect the accounts.

‘

|

Gross Annual l Gross Principai

Value at date
of Death

£

2,000

d

0

b
o

2,000 0 0O

10,685 0 o
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EXECUTORSHIP ACCOUNTS. 99

SCHEDULE No. 1.

FIRST PART.—An account of the debts due, and owing from the Deceased, to persons residen'l in the !Jnited_ Kingdom, or due to
persons resident out of the United Kingdom, but contracted to be paid in the United Kingdom, or charged on
property situate within the United Kingdom. . i
Where the debts on the Deceased's personal property exceed the value thereof, and the deficiency is a proper deduction for
Estate duty purposes against the Deceased's real property, deduction of such deficiency may be taken in Schedule No. 5.

!\(})l;l'l-zl—bgce Clauscsbg:z t’o ?4 oféhe Form A—32 as (This sl{)esl(éﬁn‘lignd:f tlt:’x‘ébéatc and
| to what debts may nor be deducted. A STATEMENT i oy ! Amount
;| oF ANY DERTS u\vyu«u; BY LAW OUT OF THE PERSONAL Name and Address of Creditor short particulars of any security for
PROPERTY IN ACCOUNT NoO. I, BUT WHICH CANNOT BE the Debt.)
DEDUCTED AGAINST ESTATE DUTY, SHOULD BE AN-
NEXED TO THE SCHEDULE BY WAY OF RIDER. | £ s d
Where a debt 1s claimed to be due to the husband

or m{e, or any other member of the Deceased's family, |
a jull explanation should be given, and evidence of the
debt should be annexed.

A mortgage debt not created by the Deceased him-
self but charged on real property which was acquired
by the Deceased subject to the mortgage is primarily
payable out of such real property and must not be (Full particulars to | be inserted here.) 300 0 O
deducted here.

A mortgage debt creaced by the Deceased himself
on his real property, but which is payable by his heir
of bis devisee under ** Locke King's Act,’’ 17 & 18 Vict.
c.13.isa debt in respect of which reimbursement
may be claimed and must not be deducted here, un-
less such reimbursement cannot be obtained.

A debt for payment of which the Deceased was |
surety only must not be deducted, unless the executor
has alrea z’ paid it, and cannot recover it from the (

anyginal debtor.

Where the debt is for ‘““ money lent ' or ‘‘over-
draft "’ to a Bank, the date of the loan and the parti-
culars of the security, if any, given, or, if none, the
facts relied on, as showing that the debt is legally
recoverable, should be stated.

|

SECOND PART.—An account of the funeral expenses of the Deceased.

£ s d
Toombes & Son, Undertakers .. . . . .. . . .. .. .. .. .. 1000 0 o
NOTE.—The cost of
mourning or tombstone
cannot be deducted. ! s
I £ 100 0 O
| To be signed by the pcrsonsl_ T Total of First and Second Parts .. £ 400 0 ©
‘ making oath or affirmation e
ACCOUNT No. 2.

Personal or moveable property situate abroad, which is not saleable or transferable in the United Kingdom.
NOTE.—Property saleable or transferable in the United Kingdom should be included in Account No. 1 as ‘* Personal Property
situate in the United Kingdom.”

’articulars and Local Situation of the Property ::ﬁr:ina‘ilep:} [‘),:;ltllel
It should be clearly . ‘
~hown how the value of Gross Value .. .. . .. L{
the property expressed Deduct Total of Schedule No. 2.. £
s English  money is —_—
arrived at. To be signed by the persons } Net Value .. .. .. L) £
making oath or affirmation N.B.—This is the amount to be | | oo
e carried to Summarv. J
SCHEDULE No. 2.
An account of the debts due and owing from the Deceased to persons resident out of the United Kingdom, other than debts

contracted to be paid in the United Kingdom or charged on property situate within the United Kingdom, which have been deducted
in the above Schedule No. 1.

. | Description of Debt

See Clauses ?:e to 54 of the Form A—2 as to what . " (This should include the date and
debts may not deducted, AND SEE FIRST TWO Name and Address of Creditor () particulars of any security for
Notks To ScHEDULE No. 1. ) the debt.)

Deduction may be here claimed (a) of any duty
payable in any foreign country by reason’ of the |——-- - - —_— s -
Deceased’s death in tespect of property situate in £ s d
that foreign country and included in the Account
No.2, and (b) of an amount not exceeding 5 per
cent. on the value of any property in the Account
No. 2, representing additional expense incurred in
administering or realising such property by reason
of its being situate out of the United Kingdom.

Amount

To be signed by the persons) ' £
making oath or affirmation §
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ADVANCED ACCOUNTING.

reason

3 (b).
affidavit.

property is, by

property whether the power was exercised by h.... will or not.

deceased.

ACCOUNTS Nos. 3(a) aND 3 (B).

3(a). An account of the FERSONAL property, whether in possession or reversion, OTHER THAN THAT IN THE ACCOUNTS
Nos. 1 and 2, of which the Deceased at the time of h.... death was competent to dispose within the meaning of the Finance Act, 1894
[see Sec. 22 (2) (a)], but of which ..be did not dispose. The duty on this property MUST BE PAID on the delivery of this A ffidavit.

An account of money which the Deceased had, at the time of h.... death, a general power to charge on real

The duty on this property MUST BE PAID on the delivery of this

9TH APRIL 1909, (d) the

Short material particulars of Disposition conferring the

Particulars of Property Principal Value

See Clauses 33 to 36 of the Form A—2 as toaggregation,

but is not because the free and other unsettled

d, WHERE THE DECEASED DIED ON OR AFTER THE

? > e POs o (A separate statement should be attached giving full parti-
P i o i e g ot oy Rl | T AcE s Ny oy e o o ry Lesecho o |
years. i
£ s d
3(a) i
Gross Value . . . . . . . £

t Deduct Debts and Incumbrances upon Leaseholds .. £
(+ A separate statement marked Schedule No. 3 (a)

should be attached, giving tull particulars as in

2
g
i
3
e
§
@
£
s
g
3
°
Q
o
<
=
(3]
©
o
-~
]
v
v
e
o
@
£
£
o
£
g
@
ks & Schedule No. 5 on page 101.)
©

§ & Net Value .. PN . .. .. . ..
H E N.B.—This is the amount to be carricd to Summary
« ‘z (see Note).
f;.ﬁ e — — - - - ————
2ege
3252
Ge:.3g 3(b) (i.) Where the power was exercised
[N
g3 g ]
E&zToO
3455
we8S
v£85
£iug . .
g—s >\3 (ii.) Where the power was not exercised

S
e g3z
ghie
SREG
R
$282
YR8
SoEa .
%ESE To be signed by the persqns} N.B.—This is the amount to be carried to Summary .. £
5 §F;g making oath or affirmation |
Sk -
Q§<E
3 Eg ACCOUNT No. 4.
£ &t 5 An account of OTHER PERSONAL property passing on the Deceased's death (including Leaseholds for years in which the
f O£5 | Deceased’s interest was less than an absolute interest), whereon the Estate duty is ELECTED TO BE paid on the delivery of this
s 25 ¥ | Afidavit.
rab : .
:,.2-.5 3% b e Tlltle to Pliopert‘y bd

o2 ate and short material particulars of Disposition, with date : L. :
:gg.: of and names of Parties to any Deed. and_name of any (A separate stammiir:l:g:)al:-lilolfep:totgglrl‘e{i iving full parti- Prmc:ipal Value
S'3VE Testator, and date of Probate of his Will. The names and culars, as in Account No. § on page 101 ofany Leascholds at date of
{E §‘; addresses of the beneficiaries should al<o be given, together 4 for years) ' Death
T o= with their relationship (a) to the Deceased, and (b) to the Y
:53.. % predecessor from whoin the property is derived
k] [ P — Y F—
pegs £ < d

D
£12e
3L
-t
PRI
O @
EN5E _—
3.5.5;3 Gross Value e 1
3
g;T‘ z t Deduct Debts and Incumbrances upon Leaseholds ..
=228 (t A scparate statement marked Schedule No. 4 _—
TZ?E“G should be attached giving full particulars as in
i EoE 2 Schedule No. 5 on page 101.)

3 .

] . Net Valie .. .. oo e e e £
Z3s E \ N.B.-—This is the amount to be carried to Summary —————

(sce Note).




Names and addresscs of persons to

Amount of
cumbrance

debt or in-

incum-

in whom the debt or
brance is now due or vested

perty charged, to identify | or
itin above account.

Short particulars of pro-

particulars of security, with datc
deed, and name of

parties to any

}
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Short material
any testator, and date of Probate of his will.

¢ signed by the person
making oath or affirmation

whom created

cumbrance and by ! of and names of

Nature of debt or in-

Tobe
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Lett e
is Vuntmd

FirsT TaBLE.—For determining Rate of Estate Duty

ey
Vo S
Ty js:na o <Cathy
T I.—THE DECEASED'S FREE PROPERTY AND PROPERTY FULLY AGGREGAELE THEREWITH.

(As to Ay

.l:J MMARY OF AFFIDAVIT.

«ind if wrong may be amended without the Affidavit being resworn.

gregation, see Clauses 33 to 36 of the Form A—2.)

{l Personal Property [Account No. 1 (First Part) }
. » » w21 .. .
I11. " | " v 3@l
1V, " . | . » 3()7..
v. " w | voow o 4l ..
VI. Real " | " w 5] .. .
VII.  Total nct values of Personal and Real pro-
perty, respectively, in Accounts Nos. 1 (First |
Part), 2, 3(a), 3(b), 4, and 5 .. .. A
VIII. Deduct value of Interests in Expectancy in
Property on the corpus whereof Estate duty is
payable on the Deceased's death under ‘the
carlier disposition, provided that the Property
is itsclf/tu aggregable with tre free property,
but not otherwisc. [See note (M) at page 9. |
Deduct no other Interests in Expectancy here
IX. Total net values of Personal and Real Pro-
erty, respectively, in Accounts Nos. 1 (First
Yart), 2, 3 (a), 3 (b), 4, and 5, for determining
Rate of Estate Duty.. .. .. .. ..
X. Add other Property fully aggregable with i1c.
property (See par. 14 of Affidavit, and marginal
notes 18 and 19 on page 2(not reproduced)], pass -
ingon the Deceased’s death in respect of which
Estate duty is NoT to be paid on this Afhdavit £
XL Total net values of Personal and Real Pro-
perty respectively .. .. .. .. £ |
XII.  Carry down into * Personal " column from
No. XI. the total value of Real Property £
XIII.  Total net value of Personal and Real Pro-
perty .. .. .. . .. .. ..
XIV. Thisis No. XIIL,, but “adjusted," if adjust-

ment is necessary [Read Note (*) on page 104 | £

XV, The appropriate RATE of Estate Duty [Sec ¢
is per cent. [Read footnote (+) on

Stconp TasLE.—For determining Value on
which Estate Duty or an instalment thereof
is to be now paid.

XVI. Values as in No. VII. above .. .. .. ‘
XVIIL. Deduct value, or a proportion thereof, of
Interests in Expectancy such as are mentioned
in note (M) on page 98, whether the Property

itselt is or s not fu Iy ag;irezable with the frce |
property, including any deducted at No. VIII.

above [Read Note (**) on page 104) £ .
XVIII. Balance . .. .. .. .. £
XIX. Deduct value of other Interests in Expectancy,

in respect ot which Estate Duty is payable, but

is elected to be paid when the Interest talls into |

possession :— l

Account No ‘ l

——Ll/
e e Loviinnn. J |

XX. Net values of Personal and Real Property,

respectively, for dctermining Amount of Estate

uty .. . . . .. .. £

XXI. Thisis No. XX., but “adjusted,"" if adjustment
is necessary [Read Note (*) on page 104) [I

|Continued on puge 103

Net Value of Property | Tiikp TAsLE.—For determining AMounT of Estate Duty aud
——— interest to be now Pav
Personal Real | :
Losdal £ s d s d
8,285 0 o !A.—Esla(c Duty on the net value of the PErsoNAL Pro-
| perty (XX, adjusted (%) if necessary (XX, at
the appropriate rate (XV.) of 4 per cent. £ 330
Dcduct duty pavable in _any Britich possession, to
2,000 0 0 which scc. 20 of the Finance Act, 1894, applics by
—f———— - reason of the Deceased's death, in respect of Pro-
perty situate in such possession. (The deduction
8285 0 0 |2000 O © 1s not to exceed the amount o[ the Estate Duty to
' be now paid on the Property in respect of which
such duty is payable) .. . .. !
| Net duty £ 31 80
Deduct duty paid or payable, to which sec. 21 of the
| Finance Act, 1896, applics, in respect of the
I property.  (The deduction is not to exceed the
| amount of the Estate Duty to be now paid on the
) property in respect of which such duty has been
8,285 0 0 2000 v o paid or is payable) .. .. .
l Net duty £ 338 8 ¢
T Add ;):cc:t.-r)(-r;nnum interest thereon, from day '
after death, viz., 30th November 1900, till date of |
T h— delivery of affidavit, viz., 31st March 1go1, both
8,285 0 012,000 0 0 | days inclusive, f.e.,........ycars and g1 days .. 4 2 8
2,000 00 | Total duty and interest (Personal Property) .. £ | 33510 8
M_z,“_ f’ © o | B.—Estate Duty on the net value of the Rear Property
10,285 0 o (XX.), adjusted (*) if necessary (XXL.), at the
. appropriate rate (XV.) of 4 per cent. ..
. Whole dut .. 80 o o
lause 70 of Form A—2]j ‘ ¥ Ao 00 \- £ 80 o o
this page.] ‘ th or f4th thereot £ )
Net Value of Property | (Read Note (i) on page 104.]
~ - ——— - =V If the Deceased has been dead more than a year [Rcad
Personal | Real l Note (¥) on page 104], and the whole duty is to be
| now patd —
£ s d' £ s dl
8,285 0o 0 2000 o o, Add _? per cent. per annum intercst upon the whole
duty, from day after expiration of 12 months
| after death till date of delivery of affidavit, both
| days inclusive, 2.e.,..........yearsand ..........
[ days .. . .. . e £
| . .
| ' But if only the instalinents due are to be now paid— |
8285 o o 2,000 o o Add 3per cent. per annum interest upon whole duty )
| from day after expiration of 12 months after death
‘ ' till date when last overduc instalinent was payable,
| both days inclusive, i.c.,.... years and
[ PP PP PP PP months .. £
" Add 3 per cent. per anuum intercst upon amount of |
| overdue instalwents, from day after date when last
) overdue instalnent was payable till date of delivery
—_ — of of affidavit, both days inclusive, i.c.,......days £ |
| [
8,285 o 0 2,000 0 0, Total duty and interest (Personal and Real,
| ) Propenyy e e ..)}£‘ 41510 8
8,285 o o{z,ooo 0 o ———

]
t If Deceased dicd before gth April 1900, the adjusted value at X1V. determines the rate of Duty.

If Deceased died on or ajler gth April 1aoo, then if the free and unsettled property,

34 of the Form A—2z], the value at XIH. dete
Rate is to be thus arrived at :—
(a) Value at XIII. above
(b) Total value of * settled property
(c) Totals of (a) and (b)

() The appropriate Rate for (a), treated as an * Estate by itsclf,” is
(¢) The appropriate Rate for (c), treated as fully aggregable property is
(f) If (e) exceeds (d), (d) is to be raised one-half per cent.

is the appropriate Rate for

rmines the Rate of Duty. But if the fre¢ and other unsettle

by reason of its value, is an * Estate by itselt " [See Clause

«d property is not an ‘“ Estate by itself'* the

P, £ i
" liable to limited aggregation £ |
. £ '

[N ..per cent,

e e per cent.

, and the resulting Rate, viz., ................ per cent.

(@). But if (¢) is equal to (d), then (d) is the appropriate Rate for (a).
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PART II.—Property not FULLY Aggregable with the Deceased's Free Property.

Each ** Estate by itself,”” or ' Settled Property' liable to limited aggregation, should be separately shown. If the spaces
provided are not sufficient, additional statements in similar form should be annexed.

FourTH TasLe.—For determining RaTe: of Estate duty on an

R . T SixTH TasLe.—For determining RATE of Estate duty on property which
- Estate by itself. would be fully aggregable with the Free and other unsettled
Value of * Estate by itsclf” | property, were not such Free and other unsettled property an

e | ** Estate by itsclf."”

Real or

Account Personal | Actual

" As adjusted ()
where necessary

No. of ‘ Whether |

. !
| Value of Property
- | Whether
€ s d £ s 4 No. of Real -
| Account or
A . - - - Personal Actual
I The appropriate Ratk of Estate duty (sec Clause 70 of Form |
! A—2]I1S .iiiiin.., per cent. —_— —
Jp— . S — — s d s d
Notp.—-1f the property passes in cqual shares to more than one person, £ £

«nd each share Js an *“Estate by itself,”” Tables Fourth and Seventh or \
Frihth should be filled up in respect of one share only, and the amount ‘
1

As adjusted (*)
where necessary

of the duty and interest so ascertained in respect of one share should be 1.
msxluphmf by the number of shares to ascertain the total amount payable.
Where the shares are unequal, each share should be scparately shown.

Number of separate ** Estates" .. . .o .o !

Total duty and interest in respect thereof .. L

[ — — | )

Fiers TasLe.— For determining RATe of Estate dut “ Settled Pro’ - : : o :
perty "' liable to limited a,«.'grzgation. state duty on ™ Settled Pro [ IL lhc:x_»];rjog;nale Rare ofpl;:lgg-“dmy [see Clause 70 of Forin

Whether Real or Valug of

No. of Account “Settled Property” | . . ' -
or Personal led Troperty - | Note.—The appropriatc Rate of Estate duty at (IL) above is to be
o Actual thus arrived at:—
r s 'd ) | (a) Value at ([) above .. . .. .. L
I | (by Add value of other property liable to full aggre-
i gation . .. .. . . . . ..
1. The appropriate RATE of Estate duty (see Clause 70 of Form [ . | T
—2) 18 i per cent. (c) Total value of property liable to full aggrega- ‘
- . tiom .. .. .. .. .. .. . .
I‘Ey:::r-ijglh‘c; appropriate RATE of Estate duty at 1I. above is to be (d) Add value of “Settled Property” lable to
@) The total net principal valuc of all property - limited aggregation ..o £‘_.
liable to E state duty on the Deceased's death, as dis- | | . i imi I
closed by this affidavit .. .. .. . .. (e) Total valuc of property liable to full and limited |
() Deduct the value of any property forming an | aggregation . . .. .. . .. . l
“hszq}cbyitself" Y ‘ -
ic) There remains the total value of the property  |—— ——— f agurepate Rate for (¢), treated as an ** Estate
which is liable to either full or limited aggregation .. £ ! I)y(i:g:vll‘:)g ilsgk ef‘,l .. ( " .. .. ch eeeeas per cent.
«d) The aprroprlu(e Rate for the ‘‘Settled Pro- '—— l . .
priy,” treated as an * Estate by itself," is .. L e per cent. (8 The appropriate Rate for (¢, treated as fully
3] T:;. appropriate Rate for (c), treated as fully | agrregable property, is . . . . e eeeees per cent,
azgregable property, is .. .. .. .. ve eeeses per cent. | xeeads (), () is to be raised one-half per
) I (e) excceds (d), (d) is to be raised one-half per .(h) l-f e ('E(C-tu 1\‘ R |-~vi- I. T cent.
cent 1 th sulti . : . cent., and the resulting Rate, viz,, e e Ceerens per c
cent., aud the resulting Rate., viz., .. .. ce eeeees percent. | s the appropriate Rate for ). Butif () is equal to
is the appropriate Rate for the * Scttled Property.” | (b, then (D is the appropriate Rate.
But if(e) is equal to (d), then (d) is the appropriate Rate. '
SevESTH TaBLE.—(For Personal l'ropcrlly.l For dctermining Amount | EloutH Tarre.—[For Real Property.] For determining AMounT of
of Estate duty aud interest to be now Patp on the ** l')smlugbv itself,” | Estate duty and interest to be now Paiv on the *“ Estate by itself,"

referred ta in Fourth Table, or the * Settled Property” referred to in | referred toin Fourth Table, or the ‘* Settled Property ' referred to in
Fifth Table. or the property referred to in Sixth Table. Fifth Table, or the property referred to in Sixth Table.

A.—Estate duty on the net value of the PersoNaL Pro- B.—Estate duty on the nct value of the Rear Property
perty (1), adjusted (*) if necessary, at the appropriate AN adjusted () if necessary, at the appropriate Rate

rate (I1yof .......... percent. ., .. £ (19 S| N per cent.

Deduct duty payable in any British Possession, to which + | Whole duty .. . P L r
Section 20 of the Finance Act, 1894, applics, 'by reason * Uith or fiyth thereof .. . Lovoereenenes )
of the Deceased's death, in respect o) property situate If the Deceased has becn dead more than a year ($) and the
m such possession.  (The deduction is not to exceed whole duty is to be now pasd-— I

the amounnt of the Estate duty to be now paid on the

: T > .r cent. per annum interest upon the whole duty
property in respect of which such duty is payable .. £ | 1dd 3 per cent. p U ?

from day after expiration of 12 months after death ill

Net duty .. . date of delivery of affidavit, both days inclusive, i.e.,
Deduct duty paid or payable, to which Section 21 of the | ... coeyecarsand. o days .. L
Finance Act, 1896, applics, in respuct of the property. But if only the instalments due are to be now paid—

(The deduction is not to excced the amount of the

Estate duty to be now paid on the property in respect

of which such duty has been paid or is payable.) L
Net duty . ..

" Add 3 per cent. per annum upon whole duty, from day
after expiration of 12 months after death till date when
———  last overdue instalment was pavable, both days inclu-

o o SIVE, .€yevanennrnnnns yearsand. .. ... months.. £
Adil 3 per cent. per annum interest thereon, from day Jldd 3 per cent. per anhum interest upon amount of
“i‘” date of death, viz,, .... <o till date | overdue instalments, from day after date when last |
of delivery of affidavit, viz., 1g0.., both overdue instalment was payable till date of delivery of
days inclusive, s.e.,..........years and........ days .. [‘ + affidavit, both days inclusive, f.e,. ..o days .. £
J
Total duty and interest (Personal Property) .. [] Total duty and interest (Real Property) .. £

. . . * . § See the Notes on page 104, .

Norte.—The Estate dlllL‘ in respect of Aunuities provided by the Deceased otherwise than by his will, which are referred to in Section 2 (1) «d) ot
the Finance Act, 1894, may ejmid by four annual instalments (sce Clause 63 of the Forin A—2).  No interest is chargeable for the first year after
the Deceased's death. If the duty, or a part thereof, is to be now paid, adapt the Fourth and Eighth Tables to meet the case.

If an ““ Estate by itself,” or  Settled Property ' liable to liuiited aggregation, or a fully aggregable property, consists partly of Personal Property
and partly of Real Property, adapt the Tables to meet the case.
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e teeseeneeteisanaaneenecanraissntirntttosstontatres Cerenes tiererernesees... Ueccased.

. ‘lehen t‘hzflt)‘tcmscd died on or after the gth A pril 1900, he duty is chargeable upon the exact het principal value of the Estate, both as regards
rate and amount «f duty.

Where the Deceased died on or after the 1st July 1896, but before the gth April 1g0o, the net principal value of the Estate should be decreased to
an even multiple of £100, except that where the net value exceeds £100, and does not exceed £200, the duty is £1.

Where the Deceased died after the 1st August 1894, but before the 1st July 1896, the net principal value of the Estate should be increased to an
even muhigle of £10.

See Clause 72 of the Form A—2 for more detailed information.

The values, so adjusted, where necessary, should be written in the spaces provided (XIV. and XXI.) below the true values (XIIL. and XX.),
‘and the rate of duty, and amount of duty and interest, should be compute«? upon the adjusted valucs, and not upon the true values.

Rcal property directed to be sold at or after the Deceasei's death, whether actually sold or uot, is to be treated as ReaL property.

* + If ‘the progeny. the subject of the Intercst in Expeceancy, forms an * Estate by itself,” or is * Settled l’ropun{" hable to limited
‘aggregation, and is chargeable at the same or a higher rate of Estate duty than the fully aggregated * one estate,” deduct at No. XVII. the whole
value'of the Interest in Expectancy. But if the * Estate by itself'* or * Settled Property,” liable to limited aggregation, is chargeable at a lower
‘rdte, then deduct only so much of the value of the Interest as represents that lower rate. Thus, it the * Estate by itself,’ or ** Se tled Property '
liable to limited aggregation, is chargeable at 2 per cent., ard the fully aggregated *“ one estate " at 3 per cent., deduct two-thirds, and if the rates
are 3 per cent. and 7 per cent, respectively, deduct three-sevenths, and so on. If payment of the duty whicn still remains to be paid is elected to be
deferred until the interest falls into possession, then deduct the remaining part of the value (in the above examples, one-third and four-sevenths
respectively) at No. XIX.

1 If at the timne of the delivery of this affidavit nof more than 12 months has expired since the date of the Deceased's death, carry out the whole
duty, or ith or &th of it, according as the duty is to be paid in one sum, or by yearly or by half-yearly instalments. No interest is chargeable.

§ Where at the time of the delivery of this affidavit more than 12 months has expired since the date of the Deceased's death, the duty on the
Real property, whether it is paid in one sum, or by instalments, is chargeable with interest. The interest is chargeable upon the whole unpaid duty,
from 12 months after the Deceased's death, up to the date of payment of the duty or of an instalment thereof, althiough part only of the duty may be
overdue. See Clause 6z of the Form A-—2. Where the duty is elected to be paid by instalinents, and payment is not made on a daté when an
instalment becomes payable, the interest upon the whole duty is to be calculated up to the date when the last overdue instalment was payable, and
interest from that date is to be calculated upon the overdue instalments.

PART III.—Total of Parts I. and II, of Summary.

Part I.—Total duty and interest .. .. .. .. .. ..

Notk. — The total
amount paid on each
‘* Estate by itself,’" or
‘“Settled Property"
liable to limited aggrega- 1
tion, or jroperty liable .
to full aggregation, and
the rate should be sepa- Real
rately shown. (Annex a » ” " (Real)
schedule if the space is
insufficient.)

Total duty and interest (Personal)..

Total duty and interest paid cn this Affidavit

RECEIPT FOR DUTY AND INTEREST.

|

Here state the name and full
addrcss ot the person who - **
pays the duty.

A. G.

Comptrolled and Registered for

reseeiianaenes Woereeeaeeee. 1 oesersencnee
for Commissioners of Inland Revenue.
for Accountant-General [........'.....,. ............ PN ' ) o
of Inland Revenue. This receipt does not imply that the amount of duty is not subject to rectification.

For use at Chief Office.

These stamps do not imply that the Rates of duty are not subject to rectification.
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PARTNERSHIP ACCOUNTS.

It should be noted that when a person who has
been in business by himself dies, the Estate Duty
Account contains full and detailed particulars of all
his assets and liabilities, both with regard to his
business and in respect of his private affairs.
Where, however, the partner of a firm dies, the
assets and liabilities of the fimn do not come into the
Estate Duty Account at all. In their place must be
stated, as a separate asset, the deceased’s share in
real and personal property as a partner in the firm,
his share being, of course, represented by the
amount standing to the credit of his Capital Account
in the firm’s books after they have been adjusted up
‘0 the date of death. If anything is payable to the
executors of the deceased partner as his share of the
goodwill of the business, it is, of course, included in
this amount.

DUTY ON REAL AND PERSONAL ESTATE.

Both Real and Personal Estate are liable to
Estate Duty, and the rate at which the duty is levied
depends upon the aggregate net value of both
Estates added together. It is important, however,
to bear in mind that, while in the ordinary course
the Executors may very likely pay the duty out of
the Personal Estate, that proportion of it which is
in respect of the Real Estate is a deduction from the
Real Estate itself, and must not be charged against
the Personal Estate. This point is, of course, only
of practical importance, if the persons entitled to
the Real Estate (or the Residue thereof) are not the
same as the persons entitled to the Residue of the
Personal Estate. The same principle applies to
Legacy Duty, when it is payable by the Estate and
not by the Legatee.

APPORTIONMENT.

Although it is not intended in this work to discuss
the law with regard to executorships and administra-
tions, it is impossible to altogether ignore the ques-
tion of Apportionment. It will, however, be treated
from a bookkeeping point of view—that is to say,
its practical effect will be considered in detail—
while the reader must be referred to some legal text-
book for information as to exactly when to apply
the rules here laid down.

Speaking generally, the executors are accountable
for the estate of the deceased as from the date when
he died; and where any portion of that estate
represents money laid out at interest in undertakings
making a regular return of income by way of rent,
interest, or dividend, the income accruing up to the
date of death represents part of the capital of which
the deceased died possessed. This is of importance
in two ways. (1) Duty has tc be paid upon the value
of the estate at the date of death, and therefore
accruing income has to be included in the amount
upon which duty is payable. (2) Persons entitled to
the income derived from the estate (or any portion
of it) are not entitled to all the cask that may be
received by way of income after that date, but merely
to the proportion that represents income accrued
since the date of death. An apportionment has
therefore to be made of the income accruing partly
before and partly after the death of the testator.

This seems the most convenient place to draw
attention to the fact that where a specific invest-
ment is bequeathed, the legatee is entitled to that
investment as from the date of death, together with
the benefit of all income accruing from that date ;
but -the income accruing due on the investment up
to the date of death is part of the general estate.
It must be noted that a bonus, or surplus profits,
accruing after the death of the deceased is subject
to apportionment. Moreover, dividends and bonuses
declared during the life of the deceased are part of
his estate, even if paid after his death.

In making these apportionments, it is proper to
regard the whole of the actual date of death as
being after the decease of the testator, even though
in point of fact he died quite late on that day. The
law on this point, however, does not appear to be
perfectly clear. It is to be noted that a posthumous
child born after the next rent day from the death of
his father is entitled, under 10 & 11 Will. TIL., c.
16, to the intermediate profits of the settled land:
the profits of a descended estate, on the other hand,
belong to a posthumous child only from the date of
his birth—i.e., on the above rule—including the
whole of his birthday.

Income tax at the current rate must, of course,
pe deducted from all income before arriving at the
amount that is to be apportioned.
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In spite of the foregoing, it cannot be too strongly
impressed upon the reader that when securities
having a current market value are included in the

Estate Duty Account at mid-market price, it is:

nol—save in certain special circumstances—neces-

sary to add to this value any further amounts as
representing the accruing income up to date, unless
the market price is quoted as being ex div. A
moment’s reflection will show the reason for this.
The market price is the price at which the invest-
ment can be bought or sold at the date in question,
and unless the price is expressly quoted ¢x div. any-
one purchasing on that date would acquire the benefit
of all accruing interest or dividend ; so that, if the
investment could have been <old at the date of death,
the total amount receivable in respect of it would
be the market price, and not the market price plus
a further sum for income accrued to date.
however, by any means every class of investment

It is not,

earning income for which market prices are quoted,

and where the valuation included in the Estate

Duty Account is upon any other basis, the proportion

of income accruing must be separately accounted for.

accounted for, or included in the capital sum as part
of the market price, the first dividend receivable
after the date of death must in all cascs be appor-
tioned, so that only the proportion carned after death
may be credited to Income Account, the proportion
earned up to the date of death being applied
towards the reduction of the value at which the
investment stands in the books. This is, of course,
as it should be, seeing that the market price will
naturally fall when the dividend is paid, unless
outside circumstances influence it in the opposite
direction.

In many undertakings it is customary to pay divi-
dends half-yearly, or at even more frequent intervals.
The apportionment in such cases must be upon the
footing that the dividend earned during the whole
year accrued day by day, and is the aggregate of the
interim and final dividends declared in respect of
that year, the amounts received as interim dividend
being regarded as merely payments on account, and
treated as such in the calculation of the apportion-
A in the profits of a private

ment. share

But whether the accruing income is separately partnership is not apportionable.

PROBLEM.—A. dicd on 315t March 1900, leaving amongst other estate, the following investments :—
1,000 £10 Shares, fully paid, in Jiunes Cope & Co., Lim., at 19.

1,500
350

i1

9 "

George Tosh & Co., Lim,, at 21.
John Tribe & Co., Lim., at 12.

Lach Company’s financial year euded on 3oth June.

James Cope & Co.. Lim., paid quarterly interim dividends on 1st Deccmber, 1st March, and
1st June, at 73 per cent. per annum; Gceorge Tosh & Co., Lim.,, a half-yearly interim
dividend at the rate of 5 per ccnt. per annum; while John Tribe & Co. paid no interim

dividend.

When the accounts of the thrce Companies werc made up, dividends for the year at the rate
of 10 per cent. were declared by cach, the balance for the year to be payable on 1st September,

How would you deal with these in the books of the trust ?

The total dividends received are as follows :—

J. Cope & Co., Lim. 15t Dec.
1st Mar.,
1st June ..
1st Sept. ..
G. Tosh & Co., L.im.  1st Mar. ..
1st Sept. ..

]J. Tribe & Co., Lim.  1st Sept. ..

Total for the year ended 3oth June

L5 d £ s d
N7 1000
1IN7 100
187 10 ©
137 10 0
— 1,000 0 O
375 o0 o
1,125 0 ©
h— I,3¢0 0
350 o o

£2850 o o
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The Apportionment works out as follows (taking months instead of days, and disregarding income tax):—

Already received
on ajc of Capital

Proportion of
receipts since
death on ajc

Proportion of
recepts since
deathon a/c

! Lim.

of Capital of Income
. £ s d £ s d £ s d
J. Cope & Co., Lim, v 375 o’ o 375 0 ©O 250 0 O
G. Tosh & Co., Lim. 375 0 o 750 0 © 375 0 o
J. Tribe & Co., Lim. 262 10 O 87 10 ©
£750 o o L1387 10 o £z 10 o
Dr. SHARES OF f10 EACH IN JAMES COPE & CO., LIM. Cr.
gh(:nozg Capital Iocome | ! gh‘:r(e]; Capital Income
I [ D —|- S —
10 | £ sd “ £ s d 1900 l ) £ s d £ s d
Mar. 31 To Estate Account .. 1,000 19,000 0 © | .Luuc 1 | By Cash o .. 187 10 ©
1 ’ ept. 1 » ” 187 10 0 375 0 ©
i I
i i |
Dr. SHARES OF f1o0 EACH IN GEORGE TOSH & CO., LIM. Cr.
i - ‘A .
| gh(:r‘;i { Capital ‘ Income || ‘ g‘}?a'rzg Capital Income
. | ‘
—_— —_— !
1500 sd| £ s d 1900 1 Los d £ s d
Mar 31 | To Estate Account . 1,50 | 31,500 0 0 | Sept. 1 | By Cash .. . .. 750 0 0 375 ©
| ' ! i i
| ! ‘ l
Dr. SHAKES OF f10 EACH IN JOHN TRIBE & CO., LIM. Cr.
,__:A . — e [ — o
gl(:rgi ‘ Capital ! Income } ‘ é\l){;r:ls ‘ Capital Income
! _ o N
1900 £ sd £ s d ! 1500 ! £ s d £os d
Mar. 31 To Estate Account .. 350 4,200 0 O ![ Sept. 1 | By Cash ’ 262 10 0 87 10 0
“ i |
| il
Dr. ESTATE ACCOUNT. Cr.
- ) T
s d | 1 ‘ £ s d
‘ Max?.m;: By 1,000 Shares of £10 cach in J. Cope & Co.,
Lim. .. .. .. .. .. .. | 19000 0 0
. « 1,500 Shares of £10 cachin G. Tosh & Co.,
| Lim. .. . .. .. .. .. 31,500 0 o
” » 350 Shares of Lio each in J. Tribe & Co.,
i . .. .. . . ..| 4200 0 o
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Dr. CASH. CONTRA. Cr.
‘ Capital | Income | ‘ ‘ Capital Income
, .
_______ -_— I B — —_ ‘
1900 £ s d £ s d l L s d £ s d
June 1| To ). Cope & Co., Lim., Interim '
Dividend .. . .. | 18710 o
Sept. 1 » J Cope & Co., Lim., Final l
Dividend .. . .. | 187 10 © \ 375 0 0
» « G. Tosh & Co., Lim., Final !
Dividend .. .. .. |750 0o o 375 o0 0 |
w| w J. Tribe & Co., Lim., Final
Dividend .. .. .. | 26210 O §7 10 o ‘ ‘

WHEN APPORTIONMENT IS MADE.

An apportionment having once been made as at
the date of the death of the Testator, all -further
sums received by way of income are treated as being
Income in respect of the period up to and including
the date of such receipt, and are distributed accord-
ingly. When, therefore, the Executors’ books are
balanced from time to time, no account is taken of
accruing Income.

If occasion should arise for an investment to be
realised, and the proceeds re-invested in another
class of security, only the sums actually received as
represcnting interest or dividend are treated as
Income, although this may have the effect of
increasing, or reducing, the normal income for the
period under review. The reason for ignoring
Apportionment upon a change of investment is that
the Apportionment Act, 1870, does not provide for
an apportionment being made under such circum-

stances, and the Court cannot recognise an
apportionment under any circumstances, unless
it comes within the terms of the Act. It will

thus be seen that there is scope for a Trustee, by
frequent changes of investments, either to materially
increase the income of a life-tenant, or to materially
reduce it. Under such circumstances, however, any
of the parties concerned might (and doubtless would)
apply to the Court for redress; and the Court, if
satisfied that the action of the Trustee was not
bond fide, would make such order as it thought just
under the circumstances, which would probably be

in the form of an order for the Trustee to make good

the damages caused out of his own pocket, without

. giving him any right to recover from the party who

had benefited. Abuses of this description are thus

~not likely to occur often.

But although no apportionment is made between
Capital and Income when investments are changed,
upon the happening of any event (except apparently
—save in the case of tithe—on the death of an
incumbent of a living) under which the interest
of the life-tenant for
the death of a life-tenant, or her re-marriage (if a
widow), and if the Will so provides—an apportion-
nment must be made, so as to arrive at the balance

ceascs—as, instance, on

of income due to the late life-tenant up to the date
when his (or her) interest in the income ceased.
The reason for this is that the life-tenant is entitled
to the whole of the income earned from the date of
the death of the testator up to the time when, for
any reason, the interest of such life-tenant ceases.

From this may be deduced the general rule that
no apportionment is ever made, except when a
different person becomes entitled to the income, or
when the income (e.g., a terminable annuity or rent-
charge) ceases. But, as already stated, apportion-
ment does not always occur, even in these cases. The
same rule must, of course, be applied where there
are several

life-tenants and the interest of one

ceases: an Apportionment of the whole income
must be made up to that date, so as to arrive at the

exact balance due to the late life-tenant.
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PROBLEM.—The Estate of W. Quits, deceased, vested in trustees, consisted of property and investments
producing the following income during the year 1898 :—

Yearly Rents. . Half-yearly Payments due. Received Less Tax.*
£210 Feb. 20th and Aug. 20th 7 days after due
150 June 20th and Dec. 20th 10 "
go March 2oth and Sept. 2zoth 2 »”
Loans on Mortgage. Rate of Interest. Interest due half-yearly.
£10,000 3 per cent. Jan. zoth and July 2oth
6,000 4 per cent, April 2oth and Oct. 20th

Interest, less Tax,* was received in each case the day following that on which it became due.

The widow (who was entitled to the income during her life) died on the zoth July 1898, having
been paid on account of the income received as above stated :(—
£200 on March 1st.
100 on April 1st.
100 on July 1st.

After the widow’s death the income was divisible between a son and daughter in equal
shares.

Write up the following Accounts for the year, showing what sums were due to the beneficiaries

on the 31st December 1898 :—
(1) Income Account.

(2) Widow's Account.
(3) Son’s Account.
(4) Daughter's Account.

Dr. INCOME ACCOUNT. Cr.
1598 £ s dl £ s d 1898 £ s d
e 30 To Widow o . . .. . | 495 0 © an.” 21 | By Cash .. .. .. .. .. .. ..| 150 o o
xc. 31| , Widow, apportionment to 20 i feb. 27 | » Do. .. .. .. .. .. .. ..| 105 0o o

July, viz.— Mar. 22 | » Do. .. .. .. .. .. . .. 45 0 o

July 20 Interest (the whole).. | 150 o o April 21 [ » Do. .. e . . .o . .| 120 0 o

Aug. 20 Rent (§ of £105) .. 87 10 o June 30 | » Do. .. .. .. .. .. . .. 75 0 o

Sept. 20 Do. (1 of £45) . 30 0 O July 2 s Do. .. . .. .. .. .. .. 150 0 o

Oct. 20 Interest 3 of £120 .. 60 o o Aug. 27 { » Do. .. .. . .. .. .. ..| 105 o o

Dec. 20 Rent (} of £75) .. 1210 © Sept.22 | » Do. .. .. .. .. .. .. .. 45 0 o

340 o o || Oct. 21 w Do. .. .. . .. .. .. .. 120 0 ©

+ «| »Son .. .. . .. .. 77 10 © Dec. 30 . Do. .. . .. .. . .. .. 75 0 o
« «| » Daughter . .. . . 77 10 ©

—_— 155 o0 o

£990 o o £990 o o

Dr. WIDOW’S ACCOUNT. Cr.
————— - - — S J— 1 L
gy | Crosall s | L f s
Mar. 1 To Cash .. .. .. .. .. .. .., 200 o ol June 30 . By Income Account . .. .. .. -] 495 0 o
deil 1, Do. .. .. .. .. .. .. .. 100 0 O v w o Do. .. .. .. .. .. 340 0 o
Jay 1, Do. .. .. .. .. .. . ..| 100 0 0 '

Dec. 31, Balance down . . .. . .. 435 o ol |
£835 o 0{ £835 o o
1898
’ Jan. 1 | By Balance down .. e .. .| 435 o
Dr. SON'S ACCOUNT. Cr.
1898 £ s d
Dec. 31 | By Income Account .. . . . . 7710 0

* Divisions of Income may be made by months instead of days, and deductions for Income Tax omitled.
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Dr. DAUGHTER’'S ACCOUNT. Cr.
1898 Cf s d
Dec. 31 By Income Account 7710 o

SPECIFIC LEGACIES.

A Specific Legacy (according to Lord Selhorne) is -
the bequ~st of “something which a testator, identi-
fying it Ly a sufficient description, and manifesting ,
an intention that it should be enjoyed in the state[
and condition indicated by that description, '
scparates in favour of a particular legatee from
the general mass of his personal estate.” If |
it should so happen that at the time of his'
death the testator was not possessed of any pro- |
perty answering to the description contained in the |
will, the bequest lapses altogether: its place is not ,
taken by a pecuniary legacy of the correspondingi
assumed value. On the other hand, a Specific|
Legacy is not liable to abate, if there be a!
deficiency of assets, with the general legacies.
Specific Legacies dealt with in the
books as though they were pecuniary legacies
satisfied in kind, instead of in cash. That is to say, |
the property specifically bequeathed should in the
first instance be credited to Estate Account and |
debited to a special account dealing with that class
of property. When it is ascertained that the estate '
is sufficient to pay debts and costs without havingi
recourse to this property, an entry can be passed
debiting Estate Account and crediting the specific '
legatee with the amount at which that property is
valued in the books. When the legacy is actually‘

are Dest

bequeathed belong to the specific legatee, and are
therefore not subject to apportionment.
GENERAL LEGACIES.

Pecuniary Legacies can only be paid provided the
estate produces sufficient to provide in the first
instance for all debts, duties and expenses, and also
for all Specific and Demonstrative Legacies. If,
however, there be a special direction that a legacy
for a fixed sum is “ immediately payable,” that may

| be regarded as a Specific Legacy to the extent of

entitling the Legatee to a preference over the other
pecuniary Legatees.

From the bookkeeping point of view, the total
amount of pecuniary Legacies should be debited to
Estate Account and credited to Legacies Account—
in the latter the various names of the Legatees
should, of course, be stated separately. As the
legacies are paid, Cash Account is credited and
Legacies Account debited, so that by the time all
the legacies are paid, no balance remains upon the
Legacies Account. Unless the Bequest be expressly
declared to be “free of legacy duty,” whatever duty
may be payable on the legacy must be deducted
from the amount paid to the Legatee, and
accounted for to the Inland Revenue authorities.
The cash postings to the debit side of the Legacy
Account will thus consist of the various payments to
the Legatees (/ess duty), and a further payment to

handed over a further transfer should be made, | the Inland Revenue authorities in respect of the
from the credit of the Property Account to the debit ‘ Legacy Duty so deducted. If, however, the Legacy
of the Specific Legatee's Account. Duties (or any of them) have to be paid out of the
Estate, a corresponding transfer must be made from
the debit of Estate Account to the credit of Legacies
Account, in order to balance the latter.
DEMONSTRATIVE LEGACIES.

Reference must be made to a class of legacies
that combine the characteristics of both Specific
and General Legacies—that is to say, legacies that
are not liable to abate with the general legacies, or
to ademption or lapse. Such legacies are called
Demonstrative Legacies, and usually consist of
bequests of money with reference to a particular
fund for their payment, or more generally may be

If the Specific Legacy be an investment bearing'
interest, or producing rents, it is important to bear !
in mind that the income accrued due up to the date !
of the testator’s death belongs to the general estate,
and not to the specific legatee. The latter is, how-
ever, entitled to all income accrued since the date

of death, even although—owing to delay in the
handing over of the legacy—that income may in the
meantime have been received by the Executors.
Moreover, it has been held that bonuses declared
after the testator’s death on shares specifically .
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defined as legacies of quantity with reference to a
jarticular source of distribution on which the
Legatee has a lien. A gift of a specific number of
sheep out of a specific flock, or of a specific number
of shares out of a specific fund, would be
Demonstrative Legacies. From the bookkeeping
roint of view, such legacies may be classed with
pecific Legacies.

ANNUITIES.

A Bequest not infrequently takes the form of an
annuity payable during the lifetime of the Bene-
ficiary.  This may be provided for in the accounts
n any one of the three following ways (unless, of
wurse, the Will contains special directions with
recard to the matter) :—(1) By payment out of the
eneral Income of the Estate from year to year.
i2) By setting aside and ¢ ear-marking” special
~ourities and applying the interest received thereon

wwards the payment of the Annuity during the life- -

PROBLEM.—A.

time of the Annuitant, re-transferring the securities
back to the general Estate on the death of the
Annuitant.  (3) By purchasing an Annuity out of
Capital, either from the Government or a Life
Insurance Office. It may be noted that when money
is bequeathed to be invested in the purchase of an
annuity for the life of the Legatee, it is a vested
legacy, and the Legatee can elect whether to take
the sum itself or to have an annuity purchased
therewith.

The following examples show the bookkeeping
entries in connection with each method. It must
be borne in mind, however, that when either the
second or third method is adopted, the proportion
of Annuity accruing from the date when the Annuity
commenced up to the date when it is otherwise pro-
vided for must be paid out of the estate, as shown in
the first method.

died on sth November 1qoo, leaving inter alia an annuity of £50 per annum to B., aged 60,
and an annuity of £50 per annum to C., aged 72, both free of Legacy Duty.

The executors

elect to provide for C.'s annuity by setting aside £1,818 3s. 4d. of 2} per cent. Consols, which

are purchased ex div. on 5th January 1901, at 1os.

They provide for B. by the purchase of

an annuity of £50 per apnum from the North British and Mercantile Company on 31st
December 1900, for which they pay £623 14s. 2d. C. dies on 5th July 1901.

Show the necessary entries in Journal form.

JOURNAL.
315t December 1900, £ s d £ s d

Fstate Account .. .. .. .. ' 623 14 2

To B. Annuity Account .. . .. i .. 623 14 2
B. Annuity Account . . t 623 14 2

To Cash . .. .. .. .. .. .. . 623 14 2
. Being provision for an annuity of £50 per annum to be paid to B. by the
North British and Mcrcantile Insurance Company, commencing 1st January ‘
1g01. ‘
Income Account .. 713 8 |

To B. Annuity Account .. . I 713 8
R. Annuity Account ’ 718

To Cash .. l 7138

Being payment to B. of proportion of annuity from sth November 1900

todate : 56 days at £30 per annum.

5th January 1gor.

Fstate Account .. .. .. . .. 1911 10 0
To Annuity for C. Trust Account .. . .. 1,911 10 ©
2{ per cent. Consols .. .. .. Lot 10 o
To Cash . .. .. .. .. .o .. 1LOI1 10 O
Being provision for an annuity of £50 per annum to C., by purchase of
{1818 35. 4d. Consols at 105 (Brokerage, fz 7s. 6d.) ‘
lncome Account .. § 71 ‘
To C. Account . .. .. . 8 7 1
C. Account .. .. .. .. | 8 71
To Cash . 8 7 1
I
!
1
|

date : 61 days at £50 per annun.

Being payment to C. of proportion of annuity from sth November 1900 to ‘
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1
sth April. "
12 10 O
Cash .. . . . . X
To 23 percent Consols . .. . .. .. .. |".;o o 12 10 ©
C. Account . . 2 l o o
To Cash . . . 2
Being qumhr s rlwldmd on Conwls nmval mxd Immhd over to C. \
5th July. “
12 10 O
Cash .. . 210 o
To 2 per cent ‘Consols .. | e o
C. Account . | 210 o
To Cash . ..
Being quarter s dwzdend on ConsoIs rmwcd and handed over to C.
- [
Annmty for C. Trust Account .e .o .o .o ‘ 1.011 10 ©
To Estate Account | . 1911 10 O

Being provision for annuity to C., re-transfer ved to Gencral Estate upos . l

death of C. this day.

Legacy Duty is payable on the cash value of the ' INTEREST ON ADVANCES.
annuity, arrived at by tables provided by the Inland It frequently occurs that Executors (or Trustees)

Revenue authorities. The actual payment is made
by four annual instalments, but if the annuitant dies
in the interim no further instalments are payable.
Unless the annuity is left free of Legacy Duty,

these instalments are deducted from the annuity

payments.

. are authorised to make advances to Beneficiaries on

account of their respective shares of the Residue of
the Estate. Such Advances generally bear interest.
As a matter of bookkeeping, this interest must be
debited to the respective Beneficiaries and credited
' to Estate Account, thus increasing the balance of the
latter that is available for distribution.

PROBLEM.—A. B. died on sth April 1go1, leaving among other assets £50,000 of 23 per cent. Consols

(valued at 933), which he bequeathed to his nephews C., D., and E. His Trustees were
directed to sell the Stock and to divide the proceeds; the dividends on the Stock to the date
of ‘Sale, and any interest received up to the date of division free of duty and expenses or
deduction of any kind on the dividends, among his three nephews, in the proportion of half
to C., one-third to D., and one-sixth to E. The Stock was sold on s5th October 1go1,
ex-dividend, at 93, the price and dividends from the date of death were received on that day
and deposited in Bank, and the Brokerage and Charges were, as directed, paid out of the
General Trust Estate. The dividend due 5th July was received on s5th October along with
the dividend due on that day. The Trustees had power, out of the General Trust Estate, to
make Advances to the Beneficiaries to account of their shares to an amount not exceeding
£7,500 each, said Advances to be equalised as between the Beneficiaries themselves, with
interest at 4 per cent., but no irnterest was to be payable by them to the General Trust Estate.
The Trustees advanced to C. on 3oth April 1go1 £5,000, and on 29th May £2,500; to D. on
15th May £1,000, and on 1st June £3,000; and tec E. on zoth June £6,000,and on 15th July £500.

Frame a State of Progressive Interest on the Advances, and prepare a scheme of
division showing the exact amount payable to each Beneficiary on 15th December 1gor.
Calculate Interest on the Bank Deposit at 24 per cent. Leave out fractions of a penny.
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Dr. TRUST IN FAVOUR OF C,, D, ano E. ACCOUNT. Cr.

—_ S U ‘ R I - — -
1901 £ s d 1901 ! s d

Oct. ] To 23 % Consols Account—Lo%s on Sale .. 250 0 © 1 Apnl 5 By 22 % Consols Account .. .. 46,,50 o o
Dec.1s ', C. Account .. . .. | 2380117 7 - 0. Interost to date .. 87 10 o

« « D v e .. .. .. .. .. 15,867 18 5 Dec 15 « Interest Account. . . .. 416 5 2
+ o« L b .. .. . . .. .. 7,933 19 2 | 1
£47,853 15 2 1 ‘£47.853 15 2
—_— .
— - e - - FUUEE ——— | ———
Dr. 2§ 9 CONSOLS ACCOUNT. cr.
l Stock C#pital  Income l Stock Capital Income
1901 £ s d £ s d! £ s £ s s d £ s d
April 5 ' To Trust in favour Oct‘ 5 By Cash (2 quarters
of C, D., and dividend) .. .. .. 687 10 0
E. .. .. ‘ 50,000 0 0| 46,750 0 © .| » Do. (Sale of
Oct. 5| , Do. — Half- Consols) .. | 50,000 0 o| 46,500 0 o
| year’s dividend » | «» Trust Account
to date | . | 687 10 o —Losson Sale 25 0 0,
‘ |£5o,ooo o o |£46,750 o o‘ £687 10 o £50,000 0 0(f46,750 o o £687 10 o
| |

Dr. C. ACCOUNT. Cr.

I . — Se— = - .

1901 . £ s d' 1gor s d
4pr. 30 ' To Cash .. .. .. .. .. .. s.0co o o | Dec.15 | By Trust Account . . 23,801 17 7
May2g. , .. .. .. .. .. .. 2,500 © o] !

Decrs Interest .. .. .. . .. . 180 o o
+« « Cach .. . . . 16,121 17 7 ’
, £23,801 17 7 1« £23.801 17 7
i |
Dr. D. ACCOUNT Cr.
S _ - e e oo [ -

1901 ‘ ! £ s d 1901 I £ s d
May 15| To Cash .. .. .. .. .. 1,000 o o || Dec.1s By Trust Account 15.867 18 5
one 1, ” . .. . .. .. oo | 300 0 O

.15 . Interest . . .. .. .. 87 15 7
» » Cash .. .. . . .. ‘ 11,780 2 10
£15,867 18 5 ! £15,867 18 5
Dr. E. ACCOUNT. Cr.
1901 4 £ s d 1901 £ s d
{"i‘ezoi To Cash . ! 6,000 o o || Dec.15{ By Trust Account .. .. . 7933 19 2
uy 15 - .. .. .. . 500 0 O .
Jec.15 , Interest .. .. .. . 124 14 3
» » Cash . .. 1,309 4 11
‘ £7.933 19 2 ‘ 1 £7.933 19 2
!
Dr. BANK DEPOSIT ACCOUNT. Cr.
T T T I
£ s dll 1gor £ s d
Oc' 5 To Cash .. 47,187 10 o  Dec.15| By Cash . . 47,211 5 4
Dec.1s ., Interest . i 23 15 4
‘ I fa7211 5 4,

£47,211 5 4
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Dr. INTEREST ACCOUNT. Cr.
— . - —= - - _
1901 s d 1901 £ s d
Dec. 15 | To Trust Account 416 5 2 |Dec.1s ByC. 150 0o ©
" v D. 8715 7
\ v « E. .. . .. .. 124 14 3
. » « » Bank Deposit Account .. 23 15 4
\ —_———— U —
‘ £416 5 2 " £416 5 2
; -

Dr. CASH. CONTRA. Cr.
1901 d || £ s d
Oct. 5 To 23 9%, Consols—Interest ()87 IO Apnl_m| ByC Adwance 5,000 0 ©
. Do. Proceeds ofSnle 46,500 © o \la) 15 o 1.000 0 0
Dec. 15 Bdnk Deposit Account . 47,211 5 4 29| o C. I)q, 2,500 0 ©
June 1| , D. Do. 3,000 0 0O
| 20| , E. Do. ﬁooo oo
' ‘]uly 15| o E. Do. . o o
Oct. 5| B mk l)epoan Account .. 47.187 10 0
Dec.1s| .. .. .. 16,121 17 7

! v | . l). e e T e 1780 2 10

| ” « Eoo . . . e, e .. 1,39 4 11

‘ 1'94 308 15 4 | £94,398 15 4
|| e,

' l

RESIDUARY LEGATEES.

As it is practically impossible for a testator to
know the exact value of the property that he will
leave behind him at his death, it is usual to appoint
a Residuary Legatee, or Residuary Legatees, who
are entitled to receive the surplus or residue
of the personal estate after payment of all
prior claims. If no Residuary Legatee can be
ascertained from the terms of the \Vill, there
is an intestacy in respect of the Residue, which
accordingly goes to the next-of-kin. The ultimate
distribution of the Residue may be either in cash,
or in kind: that is to say, the whole Estate may
be realised, and the cash balance distributed among
those entitled to the Residue, or the Estate in its
existing form may be divided among them. If the
* various Residuary Legatees are, owing to their
different relationship to the deceased, liable tolegacy
duty at different rates, each must pay the duty upon
his respective share of the Residue, even although it
may have been expressly bequeathed to him “ free of
legacy duty.” The words “free of legacy duty”
have no meaning as applied to the Residue, seeing
that after the distribution of the Residue there
remains no general Estate out of which legacy duty
could possibly be paid.

An Executor has power, even though no express
authority be given him for that purpose in the Will,
to agree with a Residuary or other general

Legatee to appropriate a specific portion of the
Estate to him. Moreover, where a residuary trust
fund is settled by Will, upon trust for several
persons and their families, the trustees have power,
virtule officii, to appropriate specific investments to
any of the settled shares before the period of final
division without making any corresponding appro-
priation to other shares. The principle upon which
executors and trustees under a Will which contains
a trust for sale and conversion have power to
appropriate any specific part of the Residuary
Estate towards satisfaction of a legacy or share of
the Residue, is that they have power to sell the
particular asset to the Legatee, and to set off the
purchase-money against the legacy. This doctrine
is not confined to pure Personal Estate, but extends
to chattels real, such as leaseholds, and, it would
seem, to Real Estate which is subject toa trust for
sale and conversion. The accounts must, of course,
show such appropriations and settings-off in full
detail.

A common form of Bequest in connection with
Residue, where the testator leaves children who are
minors, is one in the nature of a direction that it
is to be held in trust for the benefit of the children
until such time as they come of age, or, in the case
of daughters, until such time as they become of age

or marry (with the consent of their guardian),
! whichever event may happen first. It is not
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unusual, but, as we have seen, not really | of each of the children (which represent the amounts
essential, to endow the executor with a dis- ' to which they are respectively entitled) are corre-
cretion enabling him to determine the share of | spondingly adjusted, and the account of the one
each child as he becomes entitled to it abso- | who is entitled immediately to receive his share is
lutely. In these cases of appropriation an accurate | debited with the corresponding amount of cash. A
Balance Sheet must be prepared each time one | portion of the Estate is realised, if necessary, to
of the children becomes entitled to his share, all ' produce that sum; or, by arrangement with the
accruing interest apportioned up to date, and the Legatee, specific securities may be handed over at
accounts adjusted so that the balance of the Estate | an agreed price, instead of actual cash passing.
Account and Income Account respectively show The following example shows clearly the various
the exact estimated value of the Capital in hand | entries in connection with transactions of this
and the Income accrued up to date. The accounts | description : —

PROBLEM.—An Estate consisting of £10,000 in 23 per cent. Consols, purchased at 110, is held in trust for A
and B., who are to receive the income during their minority, each being entitled to receive
bis (half) share of the Capital on his coming of age. The income has been regularly
divided up to sth July 1901. On 28th September 1go1 A. came of age; £5,000 Consols were
accordingly sold for cash at g3 (less Brokerage £6 ss.), and the proceeds handed to him.

Show the accounts in the Trustee's Ledger.

Dr. TRUST IN FAVOUR OF A. ACCOUNT. Cr.
‘Capital Income ! Capital i Inccme
1901 £ s d £ s d 1901 £ s d £ s
Sept.28| To Consols Account — Loss on Sept. 1| By Balance .. .. . .. 5500 0 ©
Realisation ., . 856 5 o Oct. 5| . Interest on Consols .. .. .. 34 7 6
o » Cash .. .. .. .| 468315 o !
Oct. 5| o .. . .. .. .. 34 7 6!
I I D R o |
Dr. TRUST IN FAVOUR OF B. ACCOUNT. Cr.
l Capital Income l Capital ‘ Income
1901 £ s d £ s d 1901 | £ s d £ s d
Oct. s | To Cash .. . . .. .. 34 7 6 Sept. 1| By Balance .. .. .. .. 5500 0 O
.Oct. 5| » Interest on Consols .. | 34 7 6
Dr. 2§% CONSOLS ACCOUNT. Cr.
‘ . -
Stock Capital Income Stock Capital \ Income
1901 . £ sd £ sd {sd‘rgox £ s d s d £ s d
Sept. 1 | To Balance ©+  +., 10,000 0 O 11,000 0 O Sept.28| ByCash .. .. ..| 5000 0 0 464315 0|
Oct. 5| o A.—Interest .. . .. 34 7 6 » | w» Losson Sale of Con-
«| » B. . o s . . 34 7 6 sols to pay out A: |
! transferred to his
‘ account .. .. 856 5 o
'Oct. 5| ~ Cash R . 68 15 o

NOTE.—There being only onc investment it is convenient to add Income columns to the accounts of A. and B. rather
than to open an Income Account. For the same veason it becomes unnecessary to re-value B's. shave of the estale : this
can be conveniently left standing at cost. As the £5,000 Consols are sold ex-dividend, A. will, of course, be entitled to
haif the dividend received om the s5th October 1901,

13
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INSUFFICIENT ASSETS.

The ultimate disposal of the Residue has already

been dealt. with. It remains, however, to be
explained what procedure must be adopted when,
instead of there being a Residue, the Estate is
insufficient to provide for all the bequests made by

the will.

/

In a work of this description it is not necessary
to discuss the order of precedence of the various

debts due on the death of the Testator when the
" Estateis insolvent, beyond stating that if the general
Personal bequeathed is
insufficient to pay the Debts then the real estate
not specifically bequeathed must bear the deficiency ;
if there be no Real Estate (or it be insufficient), the

General Pecuniary Legacies must abate pro ratf, or,

Estate not™ specifically

if necessary, be abandoned entirely. Devised and

Residuary Real Estate and Specific Legacies con-
tribute rateably on the failure of the General

Legacies to meet the deficiency.

Assumiﬁg, however, that there is sufficient to pay
all Debts, Costs, and Specific Legacies, but not
sufficient to pay the Pecuniary Legacies, then the
latter must all abate pro ratd, unless the Will, or
any rule of law, indicates any special order of
priority. An Executor, however, is entitled to a
preference in respect of any Debt due to him by
the Deceased, as against other creditors of equal
degree; but this right does not make him a
“secured creditor” within the meaning of Section

10 of the Judicature Act, 187s.

When the Estate is not sufficient to pay Legacies
in full, Legacy Duty is, of course, only paid upon
the reduced, and not upon the full, amount.

PROBLEM.—A Testator dies leaving Personal Estate worth £10,000, and Real Estate worth £25,000. He

specifically bequeaths £2,000 Persona

Ity and £10,000 Realty to his niece W. His Debts amount

to {2,000 and the pecuniary Legacies to £5,000. The residue of both Personal and Real
Estates is left to X. The Executorial Expenses (including all duties payable by the estate)

amounted to £3,500. All Legacies were left free of Legacy Duty.

ultimate amount received by X.

Raise accounts showing

Dr. PERSONAL ESTATE ACCOUNT. Cr.
. . £ s d| £ s a' ! £ s d s d
To Cash: Executorship Expenditure, &c. 3,503 0 o | By Sundry Assets . .. . . l 10,007 0 ©
Less Estate Duty on Real FEstate, » Transfer from Real Estate Account to make
and Legacy Duty on Bequest of up amount required to pay Legacies, &c. i 1.200 0 ©
Realty .. .. .. .. .. |1,300 0 0| 2,200 0 © !
» Do. Debts due by Deceased 2,000 0 0
» Do. Specific Bequest to W, 2,000 0 0 | ‘
» Do. Pecuniary Legacies 5000 0 01! ‘ ‘
- 1 -
£11,200 0 ol £11,200 0 o
- |
Dr. REAL ESTATE ACCOUNT. Cr.
— ‘ | l
. i £ s d £ s d
To Cash : Specific Bequest to W. .. 10,000 0 o || By Sundry Assets .| 25000 o o
«. Do. Estate Duty .. 1,000 0 0O 1
., Do. Legacy Duty e .. 300 0 o |
» Transfer to Personal Estate Account .. 1200 0 O
» Cash: Residuc to X. 12,500 0 o |

{

. 425000 0 o '

£25000 o o

NOTE .—It makes no difference in this instance, but when different persons are entitled to the Residue on Personal

and Real Estates respectively. it is important to see that cach

is charged with its due proportion of the Duties paid.
)
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RESIDUARY ACCOUNT.
It stated
Legatees have to pay Legacy Duty, if their relation-

has already been that Residuary
ship to the deceased be such as to render them
liable to this duty. The amount upon which duty
is payable is arrived at by preparing a Residuary
Account, which must be in the prescribed form, and

verified by affidavit. The form at present in use is

shown below. It will be seen that it differs from the
form of the Estate Duty Account, chiefly in that it
deals (so far as possible) with actual realisations
instead of estimated values, and that it is brought
up to date, all payments made before arriving at
the Residue being deducted from the Corpus, while
all income received since the date of death is added.

PROBLEM.—Taking the Estatc of X. shown on page 96, assume that the testator bequeathed £25 to each
of his Executors A. and B., who were strangers in blood, that the Leasehold Property was
bequeathed absolutely to his Widow, and the Residue to his Widow in trust for life, and
afterwards in equal shares to his Partner Y. and his Brother Z. Assume that Mrs. X. died
on 31st May 1go1, that the remainder of the Estate was realised on that day, the Freeholds
fetching {2,000 net, the Furniture £450, the Shares {14 10s. each, and the Debentures £165

(net).

Assume, further, that all rents, dividends, &c., are received in due course, all debts

and legacies paid on 3oth June, and the Residuary Account made up on that date

Prepare (a) The Executors’ Cash Book and Ledger.

() The Residuary Account.

Dr. CASH. CONTRA. Cr.
— R —_ | —— - —_—
! ~ .
| Capital Income | | Capital Income
1900 ‘ £ s d £ s d 1901 £ s d £ s d
Nov. 30 | To Estate Account . 1,010 0 © Mar. 3t By Estate Ajc.: Estate Dut 411 8 o 4 2 8
Dec. 31 » E. & W. Ry. Co,, “Lim. . j yrs " ” Do.— E xecu(orslnp (f 4 2 8
interest (less tax) .. 1915 © 4 o o June 30 ., Debts due at death (sundry
1901 | accounts) ‘ 300 o ©
Jan” 31|  Leasehold Property, 4 yr's . | . Funetal Expenses (Toombt_s
rent (less tax) . 23 13 11 416 1 & Son) . . 100 0 ©
» » Mont Blanc lcc.Co Lim. ,yrs ! " » Legacies A/c A. (Ic.ss dut)) .. 2210 0
. dividend to 3|/|z/oo(lq.s~. tax) ' 26 3 2 2 610 ‘ v " Do. B. 2210 0
say 5t » Household Goods, éu:. pro- ' " » Income Afc., Exctors. Mrs. X. .. 2117 2
ceeds of sale .. .. 450 0 O " . R«,slduu A/c Y. (less duty) 3973 4 9
v » Mont Blanc Ice¢ Co., me., ‘ ’ " ” Z. w 4282 § 5
sale of Shares (¢ fl4 108, 435 0 0. " " l(;..l(, Dutics . . . 578 18 3
« « » E.&W. Ry. Co., Lim., salc’ ' " » Leasc {ulcl l’rofp( rties Alc.:
of Debentures @@ £165 1650 7 © 19 13 0 ! proportion Rent - from
. o X. & Y., in payment of de- ! 30/11/oo to 31/12/o0 due to
ceased's interest per Y, 4,100 0 O ! Executors., Mrs. Xu .. . 416 1
B » Freehold Property 2,00 0 ©
£9694 19 1| L3015 11 [ £9.694 19 1| £30 15 11

..‘ - l
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Dr. ESTATE ACCOUNT. Cy.
1900 ; £ s d £ s d 1900 £ s d ,
Nov. 30 | To Debts due at Death .. 300 o ol Nov. 30 | By Mont Blanc Ice Co., Lim. ..
» » Funeral Expenses .. . 100 0 © o| w hﬁst Western Railway Co.,
190 im. .. . . . [
Mar. 31| » Cash: Estate Duty . | 411 8 o » | » Cash . . .. T v
» | » Do. Exccutorship Expenses | 4 2 8 » | » Household Goods . 1 40 0 O
" » Balance down ol 9.869 9 4 » | » Share in firm of X. &Y. 4100 0 O
» | » Leasehold Property .. , 1025 0 o0
« | » Freehold Property .. | 2000 o o
£10685 0 o' | £10,685 o o
e — I
! |
1901 { s d £ s d 1901 £ s d
May 3t By Difference on realisation of ' '| Mar. 31 By Balance .. 9860 9 4
Household Goods . s0 o o '| May 31| , Differenceon Mont Blanc Ice
June 30| . Legacies' Account: A. 25 0 O ' Co., Lim. . 1Ir 3 2
" " Do. . 25 0 O - v Difference on E. W. Ry Co., .
50 0 o Lim. .. . .o .o S0 2 O
» » Specific Legacies' Account,
1rs. ot 1,001 6 1
” » Residue Account . . 8829 8 5
£9.930 14 6 ! £9.930 14 6
e —
I l i
Dr. £10 SHARES IN MONT BLANC ICE COMPANY, LIM. Cr.
Shares  Capital Income Shares | Capital | Income
|
1900 £ s d £sd 1901 £ s d|l £s d
Nov. 30 | To Estate Account .. 30 450 0 © Jan. 31 | By Cash : Dividend for year
1901 X i ended 31t December
May 31 Estate Account, difference 1900 .. .. 26 3 2 26 10
on Realisation I3 2 May 31 | , Cash—Sale of Shares .. 30 435 0 o
» Income Account .. . . 26 10
£461 3 2| £26 10 £461 3 2, £2 6 10
Dr. £100 5% DEBENTURES IN EAST WESTERN RAILWAY COMPANY, LIM. Cr.
| No. | Capital Income ‘ No. Capital Income
{
1900 £ sd| £ sd 1900 £ sd| £ sd
Nov. 30 | To Estate Account 10 1,600 0 0 Dec. 31 By Cash-3-year's Interest.. 19 15 0 4 0o
1901 . . 1901
May 31 | + Estate Account, difference May 3t . » —Sale of Debentures| 10 1,630 70' 19 13 0
on Realisation. , . 5020 )
» | » Income Account . . .. 23 13 0 :
. — %
£1,650 20| £23 13 0 | ( £1,650 20 £23 13
' i S —
i e —— — e ———— - —_ ——— — ! ——— e
Dr. SHARE IN FIRM OF “X. & Y." Cr.
|
900 | . £ sd 1901 sd
Nov. 30 To Estate Account £4,100 0 0 | May 31 | By Cash: Per “Y." .. . .. | L4100 0 0
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Dr. LEASEHOLD PROPERTY ACCOUNT (giving full details). Cr.
£ sd £ sd 1960 F I £ s d : £ sd
To Estate Accoupt .. .. .. ‘ 1,025 0 0 Dec. 31 By Cash: Rent .. .. . .. 2313 11 416 1
1901
» Cash—Mrs. “X."—Income ac- May3r i » Mrs. “X."—Property specifically
crued since death on Property bequecathed to her, bhanded 6
.. . .. | 1,001 1

£1,025 0o o| £4 161

£1,025 0 0 ‘ £4 16 1

specifically bequeathed to her .. 4161 ’ over this day

Dr. FREEHOLD PROPERTY ACCOUNT (giving full details). Cr.
‘ . {
1900 £ sd 1901 £ sd
Nov. 30 To Estate Account .. .. .. £2,00000 l May 31 | By Cash: Proceeds of Sale .. ' .. | £2,00000 |
Dr. HOUSEHOLD GOODS, &c. Cr.
1900 £ s d 1901 £ s d
Nov. 30 To Estate Account .. . .. P 500 o o |l May 31 l By Cash: Net Proceeds of Sale .. .. .. 0 O 0
« | » Estate Account: Difference on Realisation 50 0 O
'£500 0 o | i L1350 0 o
= i
Dr. LEGACY DUTIES ACCOUNT. Cr.
1901 ! £ s dfl 1901 . £ s d
Nov. 30 | To Cash: Commissioners ot Inland Revenue .. } 578 18 3 | June 30 By Legacies Account: i’;. .. .. .. .. : ;g g
" o 0. 3. »
» « Residue Account: Y. .. .. .. .. | 441 9 5
I v . Do. z. .. .. .. .. 132 8 10
‘ £s73—x_8—3.1 £s78 18 3
E— L L —
Dr. DEBTS DUE AT DEATH. Cr.
_ - . R —— ‘ - :
s d 1900 £ s d
Jnn'cgox:«xo | To Cash (in detail) 5350 o o H Nov. 30 | By Estate Account (in detail) .. .. .. [300» ° o
Dr. FUNERAL EXPENSES. Cr.
1yot § £ s d N 1600 ‘ £ osd
June 30 { To Cash: Toombes & Son .. .. . ..

£100 o o' Nov. 30 l By Estate Account .. . .. . .. £fwo oo
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Dr. LEGACIES ACCOUNT. Cr.
P - : S .
1901 £ s d £ s d ' 1900 L s d| £ s d
June 30 | To Cash: A. . 2210 0 | Nov. 30 By Estate Account, viz, :—
” L » Legacy Duty 210 © . A. . .. . | 25 00
25 0 o0 | B. 25 0 o
» =« Cash: B. .. . 22 10 © b o oo
« . w Legacy Duty A 210 0,
“ , 25 0 0
‘ | £50 o o | l £5% o o
! | e —
i . — B
Dr. SPECIFIC LEGACIES ACCOUNT. Cr.
1901 ” £ sd
May 31 | To Leasehold Propesty Account .. .. .. [x,oox 6 1 May 31 By Estate Account: Mrs. X. .. ff 001 6 1
I | B
Dr. INCOME ACCOUNT. Cr.
[ — B [ [ — . e —
1901 £ s d 1901 | £ s d
March 31 ' To Cash: Interest on Estate Duty . . 4 2 8| May 31| By Mont Blanc Ice Co., Lim. .. 2 610
June 30  , , Executors, Mrs. X., being “income » | » LEast Western Railway Co., Lim. . 2313 ©
accrued np to datc of her death .. 2117 2 . S—
‘[zs 19 10
. £25 19 10
I = S |
Dr. RESIDUE ACCOUNT. Cr.
1901 £ s d £ s d 1601 ‘ £ s d £ s d
June 30| ToCash: Y. .. .. .. .. 13973 4 9 June 30 By Estate Account, viz.:—-
» | » Legacy Duty .. . 441 9 5 Y. . . . e 14474 14 2
. —_ 4,414 14 2 Z. . . . oo 4414 14 3
» | « Cash: Z . 4282 5 5 —_ 8,829 8 5
»| « Legacy Duty . 132 8 10 |
— (4414 14 3!
£,8829 8 5J £[8,829 8 5
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Form No. 3. INLAND REVENUE. [Form of Residuary Account.

Here state thz Name and Address of | **
the Person who forwards this Account. | .....ivviiiiiiininiininnn,

All Personal Estate, and also, where mixed up with the Personal Estate, all Moneys arising frcm the sale, mcrtgage, or other disposition of 1l
Real Estafe directed by Will to be sold. &c., are to be accounted for upc n this Form, for the purpose of having the L.eg-cy Duty assessed pursuant to
the Legacy Duty Act, 176 (36 Geo. II1. c. £2); the Legacy Duty Act, 18c5 (45 Geo. 11, c. 28); the Stamp Act. 1815 (55 Geo. I11. c. 184), and the
Succession Duty pursuant to the Customs and Inland Revenue Act, 1888 (s1 & 52 Vict. c. 8), and the Finance Act, 18c4 (57 & §8 Vict. c. 30).

Where the Personal Estate is not chargeable with Legacy Duty, the procceds of sale of Real Estate dirccted to’be sold should te accounted for
upon the Form No. 8; as also where moneys arising from the sale of Real Estate do nct form part of the General Estate but are separately given.

R R Y TR TP IEEERRER T ..

The Account, when filled up in duplicate, should be transmitted to the Secretary, Estate Cuty Office, Somerset House, London, W.C.

OBsERVE.— Money should not be remitted until the account has been delivered by the partics and the amount payable and the mode of payu.lem
bave been notified to them.

DIRECTIONS.
Executors and Administrators, before the Retainer of any part of the Property to their own use, are to deliver the particulars thereof, and pay the
duty thereon within 14 Days after, under the Penalty of treble the value of the Duty.
All Rents, Dividends, Interest, and Profits arising from the Personal Estate of the Deceased, or from the Real Estate directed by will to be sold, &c.,
subsequently to the time of the death, and all accretions thercon down to the time of retainer, must be consillered as part of the Estate, and be
accounted for accordingly.

REGISTER of the Year 1 , Folio Aftidavit.

: Please read lhel . An Acconunt : of the Personal Estate, and of- Moneys arising out of the Rcal Estate of X.,
Instructions printcd who died on the 3oth day of November One Thousand Nine Hundred ............ e, e exhibited by
above. *Y. and Z.

* Here state the the Executors (or) Administrator........ cf the Deceased, (or) Trustce...... _cf the Real Estate directed by the Will
Name and Address to be sold, &c., actmi under the Will (cr) Letters of Administration [with Will annexcd] of the effects of the Deccased
of the Executor or proved in, or l@,’mlm;(‘l Yy, the Registry of the Probate Division of the
Administrator. High Court ot Justice, on the joth day of June 1qo1.

No. 1. No. 2.

Money and Property ——mM8¥——— - e
converted 1nto ! . I .
Money are to be in- Date of ‘.\ionie)l', n:cel:';'.-d Prz;)ldl.lllfyol';ot
serted i P , T and Proper g
b(l‘:.\?tl, ﬂlll?l tgghd"::t Description of Property ii‘?‘élocl'd converted into | converted
when converted ‘ Money into Moncy
affixed. e

( £ s d | £ s d

A Cash in the House .. . .- .. .. .. .. .. 10 0 o
ve Pr]op_erly ",‘:;C°{" Cash at the Bankers e e e e e .. 10w 0 O |

"r:e‘ bem:f’l i (""','y {Furniture, Plate, Linen, China, Bocks, Pictures, Wearing i
;L . fa uec at Apparel, Jewels, and Ornaments .. .. .. .. 31 May'or’ 450 0 ©
an%“i’;e\%l;;“‘:)";’;: tWine and other Liquors,. .. .. .. .. ..
certained inserted in 1Ho;?e;::lt;im(l:;rr;uj%es. l'.aruung bloc{(, anfl. lmp.lt‘:meu'l? |
fz’::’:l ::I:i ezs' :2?‘ 05tock~in-l’l'rude (T .. - e .. ‘

. b tGocdwill, &c., of Trade or Business.. . .. ..
p:"?c‘;e ‘o“(;ua::"fl)"s Life Assurance Policies .. .. .. .. . el '
must be produced. Rents due at the Death of the Deceased . .. .. . 23 13 11

As to apportion- Mortgages and Interest due at the Death .. e
ment of Rents and Bonds, Bills, Notes, and Interest due at the Death
other income see the Book and other '()ebls .. . .. . .e ..

Apportionment Act, Canal Shares, viz. :— ‘
1870 (33 & 34 Vic,, '
€. 35). !

The Shares not "
converted into :

Money are to be ‘ ‘
valued ?' "tl:'“’ l‘;mrke:_ Railway Shares, viz. :-— i '
pl.':cg ot ¢ (if al o East Western Railway Ccmpany, 5% Cclentures .. | 31 May ‘ot ] 1,630 7 o
fetainer. the: Interest thereon due at Death .." .. .. .. .. 1915 o

|

be Shares in many
Companies it may
be convenient to in- |
sert the total amount ‘
or value in this !
Account, and annex
a Statement of the
particular  Shares.
(See foot of next page
for Rule for ascer-
‘aining market price).
OBserve.—If this
Account is delivered {
in connection with a
life tenant’s death, - - : : !
and the required The Stocks or other Securities of British Colonies, viz. :— |
E:niculars cannot |
e fully stated, the
existing fund, to-
gether  with  any I
cums advanced and ‘

. |
Other Shares, viz.:—
Mont Blanc Ice Company, Lim. .. e .. +. | 31 May ‘ur 435 0 o |
Dividend thereon due at Death .. . .. | 26 3 2

taken out of trust, . .

should be brought Ships or Shares of Ships .. . .. .
in, and a statement

should be annexed i B
giving all the infor- Carricd forward. . . .
mation available.

£3554 19 1




122 ADVANCED ACCOUNTIN

No. 2.
B ’ R - ) - - . | 3
Date of Monic y rccmvml“ P Value of
NoTe. — If there Descripti Cale and Property roperty not
‘ cscription of Property. Sale, N int: sTte
M R o e ISolt | YRS L e Money
particulars of any
description of Pro- =~ - - - - T T T T e e
perty, the Total only £ s d £ s d
ofl the famm;]mp or Brought forward. . .. . 3,594 19 I
value of suc ro-
perty is to be in- £ s d Price of
serted here, and the X Stocks |
particulars are to be Exchogncr Bills .. . . ,
stated on a separate Bank Stock .. .. .. |
paper. {East }ml‘!a lS;ocl‘c . !
ast India Bonds .. .. .. .. .. ..
Tl.“f gtmks "l"' 3 per cent. Consols .. . .. .. .. . l
c‘0|'n(,;te‘ }?fe tok € 3 per cent. reduced .. .. .. ..
vajued at the markct New 3 per cents, . R . |
price of the day on per cent. Consols . . | !
which they are re- 33 e cent. reduce.l . o | '
tained for the use ' cont. reduce: o °
of the residuary 23 per cent. reduced .. .. .. |
legatee.  (See  fool- .
el 9 }
note*.) Dividends on the above Stocks Due at the Death .. .. .. .. .. |
|
The Stocks or Pablic Sccuritics of Foreign Statcs, viz, :— |
| |
Property which the Testator had power to appoint as he thought fit, viz.:— [
! I
|
Property not comprised within thc above l]L\CrI[’(IOH viz. :— 1
Interest in firm of X. and Y .. . .. .. .. .. .. 4100 0 O
!
Leaschold I’ropcrty directed to be sold, as per statement of particulars !
anneved . . .. .. .. .. .. .. .. !
|
Observe. — Was
the deccased  pos- . X .
sessed for life or Real Property directed to be sold, as fer stctement of particulars amnexed .. 31 May ‘o1 200 0 0
otherwise of any
Real or Lcasehold _
property, other than
that  brought into Insert the Total of Column No. 1 in Column No. 2 . 9.604 19 1
this Account ?
Reply .
(Say —_—
** No.") Total of Property.. .. £9.604 19 1
|
; I
; £ s d |
PAYMENTS
Probate or Administration .. .. .. .. .. .. w0 .o .. ! 41t 8 o
Funeral Expenses . .. .. .. .. .. . oo 100 0 O
A Statement of Expenses attending E xecutors hip or Administration .. 4 28
the _’( De ductions, {Debts on Simple Contract, iRt nt and Taxes, Wages, &c., due at the De .uh of the Dece: -lS(.ll
N B as per Statement anneve .. . . . . 330 0 o
;(’ﬁ""‘l ;"‘"""’e”}"‘ff"’" FDebts an Mortgage, with Interest Gif .nn\ ‘due at the Death, | .. .. .. .. A
(wh dmin ; 7 Debts on Bonds and other Secunties, with ditto .. . . .. .. .. o
is to be annexu Pecuniary Legacics as per Stutcmeni anmeaed .. .. .. .. .. .. .. 5% 0 0
¢ Here state the | purchascd on the of at

particulars  of any

other  lawful  pay- \
ments and  of the

Funds or other Se-

curities  purchased

and when.

*Where there is a published quotation, a price (Deduct the Total of the l’mmm!s Jrom the Total nj

one quarter up from the lower to the higher of the Property .. R .. 865 10 8
the otheial *closing prices ™ slmuld lu adopted
as an cstimated price. For :-—-Where _ e
the *closing pncc.s; were g8-—100, lhc market Net Amount of Property carricd forward .. £8829 8 5
price is 93 + 100=9% 984, Where the day of
retainer was a day for which no prices are
available, the price for the day before should be To show BALANCE of CASH, it any.
taken. Total of Column No. 1 .. Lybay 19 1

Total of Paywments .. . ®o5 10 8

Cash Account .. L i"'-) 8 5
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No. 3.
£ s d
Net amount of Property brought forward 8829 8 5
NoTte —Upon re- INTEREST, DivIDENDS, RENTS, &C., SINCE THE DEATH.
versions falling in,
state the date of the Rents of Real and Leaschold Estates dm.cwd to bc Sold to the time of Qalc, n‘ Sold if not, to lhc dau
?ea}?{o( the Tenant of this Account ‘
or Lite. Dividend on the Stocks and l-unds Sold to thc time of balc and of thmc rcmalmng Unsold mcludmg '
Separate Papers the last Dividends .. .
are to beannexed to Interest on Exchequer Bills Sold or Pmd aﬂ' lo\hc time of Sale or I’.xvnu.m and ot lhose remaining
!hl:)e .\ccsum lql_sho;v Unsold, to the date of this Account .
W
are ma(d:s:p. otals Interest on Bonds, Mortgages, and other Sccurmes Pmd oﬂ' to (he Dny of Pa)mom and of thos«, out-
standing, to the date of this Account .. . . l
* If the Cash *Interest on £ bclng the Ba]ance of Cash in Hnnd as on the othcr sxdv
F’atla:’ecst ?!:es :;l;!mi to the date of this Account .. .. .. . .. .
intel y al
amount earned Income of Canal, Railway, and other Shares, to the timc of Salc. and of those remaining Umold and 4
should be brought on other Property, yleldmg an lnccme not mcludcd in .my of the above I(ems, to the dale of
in. If it has not, this Account . . . 25 19 10
but could have done The _value of the Bencht accruing to lhe Lxecu(or or other Person entitled to .he Rcsndnc from ﬂm ‘
o, interest at 3 per Interest of Money or Dividends of Stock rctained to answer vested or comlngem Legacies, payablo
ceat. per annum at a future day without the intermediate Interest or Dividends . .. ..
should be brought —_—
in. Total .. | 8855 8 3
T T - i
PavMeNTs OuT ofF INTEREsT, &c. £ s d |
Interest on Mortgages, Bonds, and other Securities, due from the Estate .. [ !
Interest on Pecuniary Lcgacies .. .. .. .. .. .. .. . .. ..
Payments on account of Annuities . B ‘
Other Payments, if any, viz. . .
Interest on Estate Duty . . . . .. . 4 2 8 '
Net Income paid to Mrs. X. .. .. .. .. .. .. .. .. .. .. | 2117 2
Dgduct the Total Amount of these Paymemts from the forcgoing Total 25 19 10
Balance .. | 8,829 8 5
A Schedule of DepucTiONs FROM RESIDUE. £ s d
Particulars of these
Deductions to be Debts still duc from the Estate .. o . .. . }
annexed Retained to pay Outstanding Legacies
. Total Deductions
Net Residue '?,ézg 8 s
Deduct any Portion of lhe Rc.snduc not lmble to Duty, or for which Duty is pmd on scparate Reccnp(s, «‘
viz, .. .
Residue on which Duty is chargeable .. .. .. .. 882 8 5
No. 1. DECLARATION. No. 2.

(1) State whether
this Sumi is the whole
or what part of the
Residue. (2) Insert
the Christian and
Surnames of the
Residuary Legatees
or next of Kin, and
(3) their Relationship
or Consanguinity, in
the words of the
Act, as set forth on
the other side.

This portion to be
used with either
form of declaration.

I (or) We do declare that the foregoing is a just and true ' £
Account, and I (or) We offer to pay the sumof £573 18s. 3d.
for the Legacy Duty, at the rate of 10 per cent. and 3 per cent.
respectively upon the sums of £4,414 14s. 23d., being (1) cach £
one half of the sald Residue and Moneys to which

' For USE ONLY WHERE THE TESTATOR DIED

AFTER 30TH

JUNE 1888, AND BEFORE 2ND AUGUST 1894, and then
only where the Residue comprises real Estate directed

to be sold as well as Personal Estate.

I (or) We do declare that the forgoing is
FOR USE IN ALL CASES EXCEPT AS IN No. 2.

£ , of which £
is the Legacy Duty at

Personal Estate, and £

Swuccession Duty at

the proportion
Real Estate, to which

a just and

truc Account, and I (or) We offer to pay the sum of

per cent. on
the proporticn representing

is the

per cent. on

representing

I am (or) We are entitled and which I (or) We intend to retain to my (or) our own use, and for the use of (2)

Dated this day of 1901,

Y

(Here sign the Account)...2: ............

Y. and Z. in equal shares, the former being a stranger to, and the latter being (3) a brother of the Deceased.

ceriaes
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Rates of Legacy Duty payable on Legacies, Annuilies, and Residues, by the Stamp Act. 1815 (55 Geo. IIl. c. 184), and the Customs
and Inland Revenue Act, 1888 (51 & 52 Vict. c. 8).

Note.—If the Deceased died on or after the 1st June 1881, every Pecuniary Legacy or Residue or Share of Residue, although not of the amount

or value of {20, is chargeable with Duty; Customs and Inland Revenue Act. 1881 (44 & 45 Vict. c. 12), s. g2,

1 I

| On Real Estate, if the [ On Apvortioned Value of
Deceased died before 1st | Real Estate where De-
July 1888, orif Estate Duty | ccased died on or after 1st
nn(ier the FinanceAct,18q4, | July 1888, and Estate Duty
has been paid upon the | u~der the Finance Act,
property, and on Personal | 1894, has not been paid

The description of the Residuary Legatee, or next of Kin, is to be in the following
words of the Act.

Estate. upon the property.

+ Children of the Deceased, and their Descendauts, or the Father or Mother, or any .

Lineal Ancestor of the Deceased, or the Husbands or Wives of any such Persons. . ‘ 1 per Cent. 14 per Cent.
Brothers and Sisters of the Deceased, and their Descendants, or the Husbands or

Wives of any such Persons .. . AN .. .. .. .. .. o 3 do. 44 do.
Brothers and Sisters of the Father and Mother of the Dcceased, and their Descendants, |

or the Husbands and Wives of any such Persons .. .. .. .. ‘e - ' 5 do. 6y do.
Brothers and Sisters of a Grandfather or Grandmother of the Deceased, and their

Des fants, or the Husbands or Wives of any such Persons .. .. .. .. 6 do. 7k do.
Any Persen in any other Degrec of Collateral Consanguinity, or Strangers in Blood to

the Deceased .. .. .. .. . .. . .. .. .. .. .. 10 do. 1t do.

* Persons otherwise chargeable with Iegacy Duty at the rate of 1 per cent. are exempt in respect of any Legacy, Residne, or Share of
Residue, payable out of, or consisting of any Estate or Eftects according to the value whereof duty shall have ‘been paid on the Aftidavit or
Inventory, in conformity with the Customs and Inland Reveune Act. 1881, or where Estate Duty under the Finance Act, 1894, has been paid
upon the value of the Property, and the same passes under the Deceased's Will or Intestacy.

The Husband or Wife of the Deceased is not subject to Legacy Duty.

Relations of the Husband or Wife of the Deceased are chargeable with Legacy Duty at the rate of 10 per cent. or 11} per cent.,
as the case may be, unless themselves related 1n blood to the Deceased.
OBSERVE.—Interest at the rate of 3 per cent. per annum is chargeable upon Legacy and Succession Duty in arrear, under the
provisions of the Finance Act, 1896 (59 & 6o Vict. c. 28), s. 18 (2).



CHAPTER XIIL

THE DOUBLE-ACCOUNT SYSTEM.

’[‘HE second chapter of this work was devoted to
an explanation of the essential difference

between Capital and Revenue, and it was also there

shown that both receipts and expenditure upon '

Capital Account were capable of a further sub-

division—the receipts into “fixed liabilities”

“floating liabilities,” and the expenditure into
g P

It

necessary to consider the matter in further detail,

“fixed assets” and “floating assets.” is now
with a view to explaining the nature and operations

of the Double-Account System.

NATURE OF DOUBLE-ACCOUNT SYSTEM.

In the first place, it will perhaps be convenient to
the Double-Account
Students of accounting not infrequently are unde

state what System is #not.
the impression that the Double-Account System i
This
however (as will be seen later on), is a complete mis-

synonymous with the Double-Entry System.

apprehension. Another common form of error is to

suppose that the Double-Account System is a
peculiar system of accounts which especially dis-
The

proper distinction between Capital and Revenue is

tinguishes between Capital and Revenue.

a fundamental principle of every system of account-
A Trial Balance all
balances into one general account, and the operation

ing. summarises Ledger
known as “closing the books” consists in the

separation of the Capital items from the Revenue

and

| items. The latter are focussed together into the

Revenue Account, which in practice is often sub-
| divided into sections (headed respectively “ Trading
Account,” “ Profit and Loss Account,” “ Net Profit
Account,” &c.), while the Ledger balances remain-
ing after this operation has been concluded—i.c., the
Capital items—are brought together in the form of

a Balance Sheet. The process of closing the books

l up to this point is identical under all systems of

bookkeeping. The distinction between the Double-

Account System and the Single Account System lies .

‘mostly in the form that the Balance Sheet takes.

As has already been pointed out, the Revenue '

Account is, for purposes of convenience, frequently
divided into sections: the first section showing the
results of manufacturing (or of buying and selling,
as the case may be); the second section reducing
the Gross Profit shown by the preceding section to
the Net Profit by the charging up of all establish-
ment expenses; and the third section showing the
ultimate disposition, or division, of such Net Profit.
In connection with most undertakings, it is found to
sufficiently well answer all practical purposes to
frame the Balance Sheet as an undivided whole ; but
with regard to some undertakings, it is thought con-
venient to divide it into two sections, the first of
“fixed
liabilities ” (along with the balance of Working
iCapital); while the second section contains the

which comprises “fixed assets” and
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{ “Tloating Assets,” the “ Working Capital,” and the

T\

“Tloating Liabilities.” Undertakings which divide
their Balance Sheet upon these lines are said to be

kept upon the “ Double-Account System.”

If any attempt were being made in this work to
deal with the subject of accounting upon an
historical basis, it would be necessary to discuss in
detail the origin of the Double-Account System, and
a complete discussion of the matter would probably
reach to considerable lengths. For present purposes,
however, such an inquiry is hardly necessary,
although perhaps a few words upon the subject will
not be out of place. The Double-Account System
is probably the creation of lawyers, rather than of

accountants, and its object would appear to be to

. direct special attention to the importance of keeping

2 strict account of the expénditure of monies
received by the creation of Fixed Liabilities; that
is to say, from the issue of Capital to Shareholders
The

almost exclusively to companies that have been

or Debenture-holders. system is applied
incorporated by special Act of Parliament to work
public undertakings—such as Railways, Gas Com-
panies, Water Companies, Electric Lignt Com-
panies, and the like—in connection with which it has
been made an express condition of authorising the
Company to raise capital that such capital should be
The
Double-Account System will enable even those who

expended in certain specified directions.
are unacquainted with scientific bookkeeping to
readily discern to what extent monies received from
Shareholders

applied in the acquisition of Fixed Assets, and this

and Debenture-holders have been

would appear to be the principal, if not the sole,
this

Another point to be bome in mind in

reason for employing particular form of
accounts.
connection with this subject is that, prior to the
introduction of electrical undertakings in commerce,

those concerns which were required to frame

their accounts upon the Double-Account System
pcssessed in common the important factor that, while
they were required to carry on their undertaking
permanently at least as much for the public good
as for the benefit of investors, the Fixed Assets
which they acquired were in the nature of things
extremely numerous, so numerous indeed that the
cost of from time to time replacing them as they
wore out would (roughly speaking) automatically
average itself as a fairly level charge against the
prefits of each successive year: consequently—in
| view of the fact that such replacements of worn-out
)gassets must necessarily take place, in order to enable
jthe concern to continue its business—it was con-
‘sidered that it would be a more certain and sounder
basis for the accounts, to require such provision for
‘the replacement of worn-out Fixed Assets to be made
?direct]y out of Revenue, than to charge Revenue
.with an estimated provision for Depreciation and to
,:allow successive replacements of assets to be
capitalised as and when they were effected.

LIMITATIONS OF DOUBLE-ACCOUNT SYSTEM.

This idea, ingenious as it undoubtedly is, would
appear to have emanated from a lawyer rather than
an accountant. One seems to trace in it the well-
known affection of the Chancery Division for a
Cash Statement, as well as its rooted distrust of all
accounts framed upon any other basis; while the
system, although approximately accurate under most
circumstances, omits to provide for several con-
tingencies that could hardly have escaped the
notice of the trained accountant. To some extent,
this subject may be more profitably discussed under
the heading of “Depreciation and Reserves,” which
is fully dealt with in Chapter XX., but the follow-

ing points may be usefully mentioned here:—

(1) Assuming that for a period of, say, 50 years,
the total amount of expenditure necessary to keep
the Fixed Assets of an undertaking in a proper state
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of working efficiency was 450,000, then as a matter
of fact the sum of 1,000 ought to be charged
against each year’s revenue in order to arrive at the
true net profit for that year, and this remark applies
as much to the first year of the undertaking’s exist-
ence as to the fiftieth. Under the Double-Account
System, however, if only actual expenditure on
replacements be charged against Revenue, it is clear
that during the first few years the payments under
this heading will be smaller than the average
the
Double-Account System be strictly applied in its

entirety, the true Net Profits of the undertaking

expenditure of A£r,000. Consequently, if

during the first few years of its existence will, as a
This defect is in
practice generally obviated by debiting to Revenue,

matter of course, be over-stated.

not the actual expenditure incurred, but an estimated
annual expenditure: for example, taking the case
already cited, if the proper annual charge for
renewals be estimated at 1,000, but the actual
expenditure during the first year were only £ 400,
then, instead of debiting Revenue Account with but
4400 for renewals, Revenue Account would be
debited with £1,000 and a “ Provision for Renewals
Account ” credited with the corresponding sum. The
Provision for Renewals Account would be debited
with the actual expenditure incurred (£400), and
the credit balance of £6oo would be brought
forward into the Balance Sheet taken out at the end
of the first year as a Floating Liability. By this
means the over-stating of Net Profits may be
avoided, while still retaining the form of the Double-
Account System. It will be seen, however, that the
trinciple of the Double-Account System is no longer
retained in its entirety.

(2) If the Double-Account System be rigidly

adhered to, the aggregate amount of Capital

Expenditure can only be altered as actual extensions

of the original work are undertaken. The cost of

T

replacement of Fixed Assets will be in all cases
charged against Revenue, no matter whether such
replacements cost more or less than the original
expenditure under the same heading. From which-
ever point of view the matter be regarded, this seems
hardly reasonable. The Single Account System—
1.c., the ordinary commercial system of accounting—
charges the cost of assets against Revenue during
the period that such assets are of use to the under-
taking, the annual charge being so framed that by
the time these assets are useless the whole of their
cost has been written off, leaving the undertaking
free to purchase, out of Capital, further new assets
to take their place. If the new assets cost more
than the old ones that have now been worn out, the
result of this operation will be that the actual Capital
Expenditure will be increased pro tanto ; while per
contra if the cost of such assets has been reduced,
the aggregate capital expenditure would be lessened
This is as it should be,

for it makes the charges against Revenue for Depre-

to a corresponding extent.

ciation of Fixed Assets dependent upon the actual
cost of the Fixed Assets that are then in existence.
With the Double-Account System, on the contrary,
if, for example, a gas-main has become worn-out and
has to be replaced, the cost of such replacement is
charged against Revenue. If the cost of making and
laying mains has increased since the Company was
formed, the result will be that the Capital Expendi-
ture of the Company stands at a lower figure than
the actual expenditure incurred in Fixed Assets then
in existence, with the result that an unfair charge
has been made against Revenue Account; if, on the
other hand, the cost of materials and labour has
decreased since the Company first came into exist-
ence, the result will be that the whole cost of the
original assets that are now worn out has not been
made good out of Revenue by the time they have
been removed and replaced by others of equal

utility, and under these circumstances, of course,
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Revenue Account is favoured at the expense of
Capital Account. The effect of this rigid adherence
to the Double-Account System is to discourage
replacements and renewals in localities where the
cost has risen, and to somewhat unduly encourage
And

although, in point of fact, instances of a Fixed Asset

them in localities where the cost has fallen.

being replaced by another of an exactly similar
description are perhaps rare, the same principles
will, of course, apply where enlargements are con-
templated, as only that portion of the new work
which represents an improvement in the working
efficiency or capacity of the old work can, under the
as Capital

In practice, business men have to

Double-Account System, be treated
Expenditure.
some extent reduced matters to a reasonable level
by departing from the strict letter of the Double-
Account System. For example, in Australia—where
the cost of engineering work is at the present time
considerably less than it was when railways were first
started on that continent—the usual practice is to
gradually write down the actual expenditure as the
high-priced old assets become worn-out and are
replaced by lower costing assets of equal efficiency ;
while in this country, where the cost of engineering
work shows a tendency to continually increase, the
initial Capital Expenditure is indirectly written up
as the Fixed Assets are renewed by charging Capital
with more than its strictly fair proportion of the
aggregate cost when rencewals and enlargements take

place simultaneously.

(3) Perhaps the weakest feature of the Double-
Account System as a whole is that, while it provides
for all necessary renewals being made good out of
Revenue, a provision which (as has already been
explained) to a large extent obviates the necessity
of providing for Depreciation, it omits to take into
account what may be styled as expenditure upon
objects.
system of accounting Fixed Assets that have become

abandoned Under any sound business

useless for the purposes of the business, or which
are no longer used for its purposes, should in all
cases be written down to the actual realisable value,
and the amount that has to be then written off
Under the
Double-Account System, however, nothing has to be

would be charged against Revenue.

charged against Revenue until a renewal of the
original assets takes place. If the assets are being
continually used, such renewal cannot, of course, be
very considerably delaved beyond the proper time;
but if the assets have altogether fallen out of use,
expenditure upon their renewal may be indefinitely
postponed, and thus in fact losses which have
not be charged against

actually occurred will

Revenue. For example, if a siding, or a station, be

abandoned, it will, under the Double-Account
System, still enter into the total of Capital Expendi-
ture, even although it may be possessed of no value,
either intrinsic or as a means of earning revenue;
while, disregarding such extreme cases, the actual
amount to be charged against the profits of any one
vear for renewals may be easily modified to a large
extent by deferring expenditufe which is really neces-
sary to make good a shrinkage in value that has
actually taken place. To some extent this risk is
obviated by the fact that the Fixed Assets of such
undertakings must be kept in a reasonable state of
efficiency to enable them to carry on their work with-
out accident, and to some extent also the certificates
required from the permanent officials of the Com-
pany, that the assets of their respective departments
are in proper working order, may also be regarded
as a safeguard; but there is a considerable margin
of difference between such deterioration as makes
the continued working of an asset dangerous, and
such deterioration as may have a marked effect upon
its true value, while the certificates of permanent
officials (being, in the nature of things, but the
expression of an individual opinion) also leave room

for a certain amount of latitude.
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APPLICABILITY OF DOUBLE-ACCOUNT

SYSTEM.

It has already been stated that the Double-
Account System has been prescribed by Parliament
as being applicable to the accounts of certain
specific undertakings. Its use in practice is, how-
ever, by no means necessarily confined to these. All
undertakings working upon similar lines may, with
equal convenience, employ the Double-Account
System ; and so long as its rules be interpreted with
a reasonable amount of intelligence and latitude in
cases where a strict application would unfairly
favour either Capital or Revenue, the system may
be well applied, not merely to the accounts of Rail-
way, Gas, Water, and Electric Light Companies, but
also to Tramway, Canal, Shipping, Telephone, and
Mining Companies, and to Companies owning pro-
perty from the letting of which they derive a regular
income. The system is, however, unsuitable to
undertakings which from time to time sell a portion
of their Fixed Assets (or those assets which under

ordinary circumstances would be regarded as
“fixed ”), as, for example, a Land Development Com-
pany, which after spending money upon the acquisi-
tion of land and upon draining and road-making, '
disposes of it in plots for building purposes.
Speaking generally, it is, as has already been
stated, a distinctive feature of the Double-Account
System that it does not provide directly for the
Depreciation of Fixed Assets. There is, however,
no difficulty in employing the Double-Account form
while yet writing down Fixed Assets to provide for
Depreciation ; but under such circumstances it is not
obvious what advantages remain, as perhaps the
solitary advantage of employing the Double-Account
System atallisthatitshows clearly the actual Capital
Expenditure that has been incurred upon Fixed
Assets from time to time, regarding such figure of
cost as being a more useful item of information than
any hypothetical valuation of assets which have not
been realised, and which it is not intended to realise

in the ordinary course of business operations.




CHAPTER XIII.

INCOME TAX.

T is not proposed to deal exhaustively in this |

work with the law relating to Income Tax. The
subject is one that could only' be discussed
adequately at a far greater length than is here avail-
able, and it may be added that it would be incon-
sistent to discuss the law of Income Tax fully
without according the same treatment to many other
branches of law which affect accounts more or less
directly. The present moment would, moreover, be
a particularly inopportune one for the purpose of
considering Income Tax law in detail, inasmuch as
a Parliamentary Committee has recently been
appointed to inquire into the whole matter with a
view to further legislation. It is therefore only
reasonable to suppose that considerable alterations
will be effected in the near future. Be that as it
may, however, the law determining the method of
making assessments for Income Tax is outside the
scope of the present work: it is proposed here
merely to deal with those portions of the subject
that directly affect the accounts, as such.

Broadly speaking, Tncome Tax is a charge against
business profits, but one that is (as a rule) not based
directly upon the amount of such profits. Generally,
the tax is paid directly to the official collector ; but
inasmuch as the rule obtains of taxing all income,
as far as possible, at its source, the tax is sometimes
paid by those from whom the profits have been
received, in which case they have the right to
deduct it from the profits paid over by them. The
most common examples of Income Tax so paid
indirectly occur in connection with the payment of

rent, interest, and dividends. The tax is in such cases
calculated on the exact amount paid, usually at the
rate current during the period in which the income
was earned, subject, however, to the proviso that
the person making the deduction has never the
right to deduct Income Tax which he has not
actually paid to the official collectors, and subject
to the further proviso that the amount actually
deducted as tax must not exceed the current rate
upon the amount payable.

For example, a tenant who pays rent to his
superior landlord is frequently called upon to pay
Income Tax assessed under Schedule “A” (or
“ Property Tax,” as it is commonly called): from
the next subsequent payment of rent to the superior
landlord it is competent for him to deduct the tax
so paid by him, provided that the assessment under
Schedule “ A” does not exceed the amount of rent
actually payable. If, however, the assessment
exceeds the rent, tax on the rent only may be
deducted. Thus, if the rent actually paid be at the
rate of £r10oo per annum, and the assessment be
upon £83 6s. 8d. (L10o less lth allowed for
repairs, &c.), the whole tax so paid may be deducted
from the next payment of rent. If, however, the
assessment be for less than £83 6s. 8d., the amount
of tax actually paid can alone be deducted, as the
tenant is not entitled to make any profit out of the
Income Tax; if, on the other hand, the assessment
be for more than £83 6s. 8d., only the tax on
483 6s. 8d. may be deducted from the rent paid to
the landlord, and the balance of such tax must be
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borne by the tenant. This, on reflection, will be
found to be perfectly reasonable, as, if the assess-
ment be higher than the rent, the presumption is
that the rent is less than the true annual value of the
premises, and therefore that the tenant has himself

a beneficial interest in the premises.

Tax may be deducted from annual interest, or any
other similar payment, by the person making such
payment, and will in all cases be at the rate current
during the time that the payments accrued due. If
there has been an alteration in the rate of tax
during that period, a corresponding apportionment
must be made. The same remarks apply to divi-
dends, save that the dividends paid by certain
classes of undertakings are required to bear deduc-
tion for Income Tax at the rate current when the
dividend is actually paid. All sums so deducted
for Income Tax must be duly accounted for by the
party making the deduction to the Inland Revenue
authorities, except when such payments are made
out of profits which have already been fully
assessed. Thus, if a Company has been fully
assessed on its profits under Schedule “D,” it is
under no obligation to account to the Inland
Revenue, in addition, for tax deducted from interest
on debentures, dividends on shares, &c., because the
profits out of which such payments have been made

are included in the Company’s assessment under
Schedule “D.”

Leaving upon one side such items as those
already alluded to, on which Income Tax is paid by
the recipient of the income indirectly, the amount
actually payable in respect of Income Tax under
Schedule “D” will never exactly agree with the
actual profits earned, partly because certain proper
charges against profits are not allowed by the
Income Tax authorities as deductions from income,
and partly because certain deductions and abate-
ments are allowed by the Income Tax authorities

which are not trade expenses, but perhaps chiefly
because the assessment under Schedule “D” will
not be on the profits of any single year but upon the
average profits for the last three completed years—
or, in the case of a new business, on the average
profits since such business was commenced. It
should further be borne in mind that the Govern-
ment year closes on the sth April, and that Income
Tax is usually demanded, and paid, during the
month of January. An undertaking, therefore,
which closes its books in the latter part of the
calendar year will usually at the date of its Balance
Sheet have a liability in respect of Income Tax
accruing due; while an undertaking which closes
its books in the first three months of the year will
usually have paid Income Tax up to the subsequent
This is a
matter that should always be borne in mind when

sth of April, and therefore in advance.

calculating the outstanding liabilities and payments
made in advance for Balance Sheet purposes.

Unless the question of Income Tax be carefully con-
sidered, there is often a danger of the first half-year’s,
or year’s, profits of a new undertaking being over-’
stated by omitting to take into account the accruing
It is thought
that the best plan is to debit Income Tax Account

liability in respect of Income Tax.

as a matter of course with tax at the current rate
on the profits earned during that period which are
liable for taxation, the amount so charged being
credited to an “Income Tax Suspense Account.”
This latter account should be debited with all
Income Tax paid, and at each successive Balance
Sheet the balance on the Suspense Account may be
adjusted if necessary.

In the caseof Limited Companies,a very consider-
able portion of the tax actually paid will be recovered
from debenture-holders and preference shareholders,
and perhaps also from holders of ordinary shares.

In such cases it is clear that the Company itself will
K 2



132

ADVANCED ACCOUNTING.

only have to actually bear the Income Tax on those
profits which remain undivided, and on such sums
as may represent the difference between the amount
of the assessment and the true profits for the period.
The amount to be actually debited to Profit and
It
is desirable, however, if the exact charge cannot be

Loss Account should be reduced accordingly.

determined in advance, to debit the first Profit and

PROBLEM.—A Limited Company commenced business on 1st July 189s.

Loss Account with a sufficient sum, so that there
may be a slight reserve in hand. This is important,
in that it will generally be found, as time goes on,
that tax has to be paid on a sum considerably in
excess of the true profits. The following problem
will, it is thought, clearly explain the working of all

the points already referred to: —

It balanced its books annually

and the following are the results shown :(—

Balance of

Profit and Loss
Account
1895-6 £3,800
1896-7 5,600
1897-8 4,600
1898-9 2,800

Deductions Income Dividends
not allowed Tax paid declared (from
for Income by Company which Tax
Tax purposes was deducted)
£600 £100 £3,000
700 100 5,000
700 175 5,000
600 175 3,000

Show the net amount to be charged against each year’s profits for Income Tax, and the
Income Tax Suspense Account for the four years.

Dr. INCOME TAX SUSPENSE ACCOUNT. Cr.
1896 s d 1896 £ s d
Jan. 1 | To Cash .. .. .. .. . .. ‘ lo£0 o o |l June 30 ! By Income Tax Account (8d. in the £ on
une 30 | , Balance .. " 46 13 4 £4.,400) . .. .. 146 13 4
L £146 13 4 | £146 13 4
\ \ jul 1 | By Balance .. 46 13 4
1897 g9
an. 1| To Cash . . . . .. .. 100 0o © 1]une 30| » Income Tax Account (&d. ir the £ on
June 30| « Balance 156 13 4 l 6,300) . . . .. .. 210 0 o
Cf2s613 4 | £256 13 4
| .
868 . julg9 1 | By Balance .. 156 13 4
1 T
Jan. 1 | To Cash .. 1795 0 O ]unscqsgo » Income Tax Account (Sd. in the £ on
une 3o | , Balance . 158 6 8 £5,300) e . .. .. 176 13 4
\ £333 6 8 | £333 6 8
1
899 ; ' _lulg98 1 | By Balauce . .. 158 6 8
1 1
an. 1| To Cash . ‘ 175 0 © jun8393o » Income Tax Account (Bd. in the £ on
une 3o | . Balance 96 13 4 3,400) . e 13 6 8
£271 13 4 £271 13 4
| . 1899
July 1 | By Balance 96 13 4
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Dr. INCOME TAX ACCOUNT. Cr.
1896 ] £ s d 1896 £ s d
June 30 ' To I Tax S A 146 13 4 June 30 ' By Dividend Account .. 100 0 0
» | » Profit and Loss Account 46 13 4
£146 13 4 ' £146 13 4
| ———— S ———
1897 1897 '
June 30 Tol Tax Susp A 210 o o || June 30 | By Dividend Account . 166 13 4
I « ' » Profit and Loss Account 43 6 8
' £210 0 o £210 o o
1898 e — L |
June 30 To Income Tax Suspense Account 176 13 4 || June 30 | By Dividend Account .. 166 13 4
! » | » Profit and Loss Account 10 00
P £176 13 4 \ £176 13 4
—_— |————
1899 | T
June 30 | Tol Tax Susp A 113 6 8 | June 30 | By Dividend Account .. 100 0 0O
| :‘ ” » Profit and Loss Account 13 6 8
, 1 £113 6 8 | £113 6 8
l ——— ——
!

NOTE.—The baiance to credit of

Income Tax Suspense Account on the 30th June in each year represents (a) the

liability for Tax accruing since sth April previous ; (b) provision to compensate for the fact that the assessment is on

the three years' average,

RETURNS FOR INCOME TAX.

The preparation of accounts for submission to the
Inland Revenue authorities comes properly under
the heading of accounting, and must therefore be
dealt with in the present work, in spite of the fact
that the basis of such assessments will in all pro-
bability be altered in the near future. Such accounts
are chiefly required in connection with assessments
under Schedule “D,” to which, therefore, our com-
ments may be confined. The basis of such assess-
ments is (as has already been stated) the profits of
the last three completed years. are
ordinarily required about June. If, therefore, the
usual period of balancing be, say, the 3oth June,
the assessment for the year ended sth April 1904
will be on the average profits for the three years
ended 3oth June 1903. If, however, the accounts
are generally balanced at the end of December, the
basis would be the accounts for the three years
tnded 31st December 1goz. Occasionally an
undertaking will, for one reason or another, alter
the date of its periodical accounts; for example, a
concern which up to the 31st December 1901 had
regularly closed its books at the end of the calendar

Returns

year, might again take out a Balancé Sheet on the

3oth June 1902, and thereafter balance its books
regularly at the end of June. In such a case, the
proper basis for the assessment for the year 1903-4
would be the three and a-half years ended 3oth
June 1903.

It is the duty of every business concern to pre-
pare, in or about the month of June, a return for
Income Tax purposes, and, if the return be accepted,
the assessment will be upon the basis of such return.
No accounts are required to accompany the return;
but inasmuch as the person making it has to at the
same time make a statutory declaration as to its
truth, it is clear that (if called upon) he should be
in a position to substantiate his figures. Under no
circumstances should a return be based wupon
estimates. If no proper accounts have been pre-
pared in the past, and it is now impossible to com-
pile them, no return should be made. There is no
statutory provision compelling persons to make a
return of their income for purposes of taxation ;
but if no such return be made (or if the Commis-
sioners do not accept the return) they will make
such an assessment as they may think fit, and unless
the party assessed gives due notice of appeal, the

assessment cannot be set aside. In such a case, the
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tax due under the assessment must be paid during
the first three months of the ensuing calendar year;
but immediately affcr the sth April following, the .
party may claim to have refunded to him the
amount of tax overpaid, if he can satisfy the;
authorities that the amount actually paid by him is
in excess of the amount upon which he was legally
liable.

If notice of an appeal be given, the party
assessed must attend before the Commissioners at
the appointed time for the purpose of supporting
his appeal. He cannot be compelled to produce
either books or accounts upon such an occasion, but '
unless he produces proper accounts (and, if. called '
upon so to do, the books from which they were com- |
piled) his appeal is not likely to be granted. It is'
usual for the evidence that will be submitted to the
Commissioners to be first submitted to the Surveyor,
and such a course facilitates matters from both
points of view, as it may remove all necessity for
the appellant to appear before the Commissioners. ‘
It is desirable that the Surveyor should be con-
sulted as to the form which he wishes the accounts
to take. Most Surveyors prefer to have submitted .

to them copies of the last three years’ Profit and
Loss Accounts exactly as they have been compiled
for the purposes of the business, along with three
supplementary accounts, adding to the net profit
shown Dy the previous ones those items which are
not allowed as deductions for Income Tax purposes,
and deducting those items upon which tax has
already been paid, thus arriving at a corrected
figure. Some Surveyors, on the other hand, prefer
to have placed before them, in the form of a simple
Profit and Loss Account, a statement showing on
the one hand all sources of taxable income, and
upon the other all deductions that may be properly
made therefrom, in order to arrive at the profits
assessable. The ultimate result is, of course, the
same in every case, but it is desirable to prepare
the accounts in the form preferred by each indi-
vidual Surveyor. The following examples will show
clearly how both forms should be prepared. Only
one year's figures are given here. In practice, it
is convenient to place the three years' figures in
separate columns upon the same sheet, as this not
only saves time, but also enables the figures to be

more readily compared.

EXAMPLE :
(A).
Dr. PROFIT AND LOSS ACCOUNT, for the Year ended 31st December 1902. Cr.
s d £ s d
To Rent .. .. .. . .. .. .. .. | 120 0 o | By Gross Profit .. 3,500 0 0
« Rates, Taxes, and Insurance. . .. . .. 55 o o | , Discounts e . . . 150 0 ©
» Bank Interest and Charges .. .. .. .. .. 8o o o » Dividends from Public Companics 120 0 ©
« Depreciation .. .. .. .. .. . .. 120 0 O
« Interest on Mortgage .. .. .. .. .. .. | 8 o o |
» Income Tax .. .. . 100 0 o
+ Interest on Capital .. 215 0 O
« Balance, being Net Profit 3,000 0 O
£ 3770 0 o | L3770 0 0
—— —_———
|
To Dividends from Public Companics (already taxed By Net Profit, as above 3,000 0 ©
at source) .. .. .. .. .. .. .. 120 0 0| 4 Rent .. ., 120 0 0
» Annual Value of Premiscs used solely for busincss ! » Depreciation .. .. 120 0 ©
purposes .. .. . . . .. 225 o o ., Interest on Mortgage %0 o0 o
» Profits Assessable for Income Tax (subject to such » Income Tax .. 100 0 O
allowance as the Surveyor may, in his dls.crc-non, ‘ « Interest on Capital 215 o ©
make for wear and tear of Plant and Machinery).. 3290 o o L‘
£ 3,635 o o | £3635 o0 o
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(B).
STATEMENT OF PROFITS FOR ASSESSMENT FOR INCOME TAX, for the Year ended
Dr. 315t December 1902. Cr.
e ) 1 _ —_—
‘ s d £ s d
To Annual Value of Premises used solely for buslnc.ss By Gross Profit 3,500 0 ©O
urposes . . . . 225 0 O « Discounts 150 0 ©
v Rales Taxes, and Insurance gz o o
. Bank Interest and Charges .. oo
» Balance, being Profits Asselsable (sub]ect to allowa.nce ,
for wear and tcar, asin ** Example A ') 3,290 0 0 |
‘ I
:a
£ 3650 o oi £3.650 o o
‘—“ | e ————

REPAYMENTS OF TAX.
Applications for repayment of tax overpaid will

arise not merely when there has been an unexpected
falling off in profits, but also when (inter alia),
through an oversight, the applicant has omitted to
claim deduction for life insurance premiums, or an
abatement on the ground that his income from all
It
need hardly be stated that it is always desirable that

sources amounts to less than £700 per annum.

these deductions should be made upon the return
If,

policy has been taken out since the return was made,

where possible. however, the life insurance
an application for repayment is clearly the only
remedy open to the taxpayer. The application is
considered in due course by the Surveyor, who will
call for such evidence in support of the facts therein
stated as he may consider proper; and, if the claim
be allowed, the applicant will in due course receive
amoney order for the amount of tax overpaid direct
from the Inland Revenue authorities at Somerset
House. Accompanying the money order will be a
form to be used by him for any similar application
he may have to make at the close of the next year,
such subsequent application having to be made
direct House.  This practice
especially convenient to those who receive all, o

to Somerset is

the bulk of, their income from various sources with
the Income Tax deducted, as it is then only by

application for repayment that they are able to |

"obtain the benefit of deductions for life assurance,

or of such abatements as they may be entitled to in
the case of small incomes.

It has already been stated that Income Tax is
assessed in advance, and (frequently) also paid some-
what in advance. If, at the end of the current year,
it be found that the amount upon which tax has

been paid exceeds the assessable profits for the
past three years, including the year of assessment, the

. difference, or overcharge, may be recovered on

application to the proper authorities. In the case
of a declining business, therefore, a corrected return
should always be prepared upon these lines, with a
view to ascertaining whether it is not possible to
Thus, in the

case of a concern which for the year 1903-4 paid

obtain repayment of tax overpaid.

Income Tax on the average profits for the three
years ended 3oth September 1902, if on the prepara-
tion of the accounts for the year ended 3oth
September 1903 it should be found that there has
been a loss, or that the average profits for the three
years ended 3oth September 19o3 are less than the
amount upon which tax was paid for the year ended
sth April 1904, then application must be made for
the repayment of the excess. The actual working
of this principle (which is comprised in Section 133
of the Income Tax Act, 1842) is clearly shown in
the following
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PROBLEM.—In the month of June 1goz A. B. & Co. made a return of profit for Income Tax Assessment
under Schedule D, for the year ending sth April 1903. The amount was £9,000, being the
average of the three years ended 31st December 19o1, namely :—1899, £9,000; 1goOO,
£10,000; and 1901, £8,000. The assessment was duly made, and the tax on {9,000 paid in
January 1go3. Some months later, when the accounts for the year 1goz were made up, the
taxable profit for that year was ascertained to be £6,900. State what adjustment and
relief A. B. & Co. are entitled to, and how such relief is to be obtained; also state what
difference it would have made in the amount of the relief if the profits of the three years
ended 31st December 1go1 had been: for 1899, £13,800; 1900, £6,200; 1901, £7,000.

Under Section 133 of the Income Tax Act, 1842, on A. B. & Co.'s proving to the satisfaction of the Commissioners by whom the
assessment was made that their profits and gains for 1902 were as stated, the Commissioners would have it in their power to cause
the assessment to be amended, and to certify under their hands to the Commissioners for Special Purposes at the chief office of
Inland Revenue in England the amount of the sum overpaid upon such first assessment. Such last-mentioned Commissioners
would then issue an order, directed to the Receiver-General of Stamps and Taxes, or to an officer for the receipt and collection of
the duties granted under the Income Tax Act of 1842, or to a distributor or a sub-distributor of stamps, for the repayment of the sum
overpaid.

On the production of such order the sum overpaid would be repaid, and a receipt therefor endorsed by A. B. & Co. on the order

In ascertaining the amount to be refunded, attention must be paid to the 6th Section of 28 & 29 Vict., c. 30, which provides no
reduction or repayment is to be made unless the profits of the year of assessment are proved to be less than the profits for one year
on the average of the last three years, including the said year of assessment; nor shall any such relief extend to any greater
amount than the difference between the sum on which the assessment has been made, and such average profits for one year as
aforesaid.

Now, in the first case, the average profits for one year on the average of the last three years, including the year of assessment,
would be £8,300, and the difference between it and the sum of £9,000 (on which the assessment has been made) should be £700.

Thus :—
Tax paid in January 1903 (£9,000 ¢ 1/3) = .. . £562 10 o

Average Profits—

1900 .. £10 ooo
1901 .o 8,000
1902 .. 6 9oo

£24.900

Average, £8,300.
Tax on £8,300 (¢ 1/3) = .. . .. 518 15 ©

Amount overpaid .. .. .. £43 15 ©

In the second case, as the average profits, reckoning in the same year of assessment, are but £6,700, there will therefore be no
repayment, as they are less than the profits for the year of assessment—viz., £6,900.

Forms upon which application for repayment of | obtained by the public, copies of two of the more
tax must be made should be obtained from the Sur- | representative forms at present in use are reproduced

veyor in whose district the applicant resides, but as, | on the following pages.

unlike forms for returns, they cannot be very readily
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EXAMPLE: (TRUSTEES, &c.)

THIS FORM is to be used by a Trustee who claims Repayment of Income Tax for the FIRST time. When filled up it should
be sent to the Surveyor of Taxes for the District in which the Claimant resides. The Name and Address of the Surveyor may be
obtained from the Local Collector of Taxes. .

Where Repayment is NOT claimed for the first time, the Form sent with the last order of repayment should be used, but if
it has been lost or mislaid, application should be made to the Secretary of Inland Revenue (Claims' Branch), Somerset House,
London, W.C., for another Form. In making the application, the date when the last Repayment was obtained should be stated, and,
if possible, the official number of the Order.

No. 44. INCOME TAX.—EXEMPTION CLAIM, 1 -1 . Registered No. of Claim.
Trustees, &c. INCOME NOT EXCEEDING £ifo.

N.B.—A Trustee can claim only for Minors, a Persom Incapacitated, or a Married Woman permanently separated from Her Husband.

1. Here state name Order
or names of person No. |
or persons for whom 1 declare that the following is a true account of the Income from EVERY
Claim is made.

2. State  whether :

Minor (see questions  soURCE for the year ending sth April, 1 ,0fL..ooiiiiiiiiiiiiiiiiininn.. B (Trustees) —Allowed for
on back of Form),
Personincapacitated
or Married Woman B P teerteeanies WHOZ. oottt e £ s. d to
permanently separa- ————
ted from her hus- ! ] ’

band. and for whom I am8............c.o.o.otimderd .o oo s
3. State whether

Trustee, A\ﬁnt, &c. I - .
4. Describe Deed  and I therefore claim to be repaid thesumof £ : :  at the Money Order
or Will under which

Trust created or
otherwise. Office ats
‘ds. State FULL

dress ot office.

CLAIMANT'S SIGNATURE
at full length. }

N.B.—A Lady must state, after Signa-
ture, whether Widow or Spinster.

Ceamvaxt's  Full
Pestal Address

This Space MUST NOT be filled up by the Claimant.

..Date..

Particulars of the TOTAL INCOME of the Person on whose behalf the Claim is made, from EVERY SOURCE WHETHER
TAXED OR NOT, for the Year from 6th April 1, to sth of April 1 .

No. 1. Income derived from Dividends on Stock inscribed in the books of the Bank of England or from English
Government Annuities. (For these no Certificate of Deduction is required.)
[

Name or De- l Amount

scription  of of Income

Stock or An- . Name or Names (in due order) in which the Stock stands. Amount thereof, Month and Year Annual Tax paid
nuity & whether! If in Chancery, the correct Title of the Suit (which appears at the head | and if part of |when Dividend Amount of on, or

the “Dividends | of each Draft issued by the Chancery Pay or Accountant-General's | larger sum, | or Annuity due Income from deducted
are paid by t, Office) should be given instead. Claimants should take a note of the 'state also largeir| from which | each source from each

or throug Title of the Cause when each Draft is received, also whether in sum deduction made' source of
Bankers English or Irish Funds. . ] ~ Income
£ s d I £ s d. £ s d
|
S I
No. 2, Income NOT DERIVED from any of the sources referred to in No. 1. {Collectors' Receipts or Certificates

Fequired as per Instructions on the back hereof, except for British, Irish, Colonial or Indian Government Pay or Pension.)

Total Amount ot Income from all sources and Income Tax thereon .. £ '

No.3. Particulars of DEDUCTIONS FROM INCOME, such as GROUND RENT, INTEREST, &c. | Annual
. If there be none state ‘* None." (See note 13 on back of this Form.) Amount

£ s d

Total Duductions and Incume Tax thereon .. L

Total Amount of Income from all sources after Deductions, and of} £
Income Tax claimed to be returned .. .. .. ..

. Having examined the preceding Claim, 1 certify that the Claimant appcars to be entitled to exemption from Inccme Tax, and to be
repaid the sum of £ : :

Given under my hand, this day of 190 .
DISIFiCct . .. oeeiiieii i ieiiee i anas reeeireieeanas . P | 14 LA
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WE CERTIFY that the Claimant named on the other side, having proved to our satisfaction that the whole of the Income of
the person on whose behalf the claim is made, estimated according to the Acts for granting Duties on Profits arising from Property,
Professions, Trades, and Offices, does not exceed the Sum of One Hundred and Sixty Pounds per Annum, is entitled to exemption
from Income Tax. .

Given under our hands, this

Commissioncis  for

day of 190 General Puyposes.

INSTRUCTIONS.

1. When the Claim is on behalf of a Minor or Minors, the following Questions must be answered and signsd by the Trustee :—
QUESTIONS. ANSWERS.

— - ———

a. Has the Minor, or have the Minors, a vested, i.c.. an absolute
Interest in the property, or only a contingent Interest, i.e.,
depending on the occurence of some specific event ? If the
latter, particulars ot the contingency should be stated.

b. Is the Income expended for Education or for Maintenance ?
If the Interest be contingent, the rum expended musi be stated,
and the claim restricted to the tax on that sum.

Signature
of
Trustee

2. No claim for Repayment of Income Tax on the ground that the Income from all sources does not exceed
£160 a year can be allowed, unless it be made within three years after the end of the year of Assessment to which
the claim relates. 10th Sec., 23rd Yic. cap. 14.

8. The Penalty for fraudulently concealing or untruly declaring the Income is £20 and treble the Duty
chargeable.

4. In filling up the Form on the other side, the Claimant must set forth fully in Divisions Nos. 1 and 2 every source of Income
whether taxed or not, with the amount derived from each source. The Income of a Married Woman living with her Husband is
deemed by the Income Tax Acts to be his Income (notwithstanding any Settlement or the provisions contained in the Married
Women's Property Act, 1882), and the particulars thereof must be included in the Husband's claim. Where, however, the total
joint Income of a Husband and Wife does not exceed £500, and such 1otal Income includes profits of the Wife from any business
carried on or exercised by means of her own personal labour, and the rest of the total Income or any part thereof arises or accrues
from profits of a business carried on or exercised by means of the Husband's own personal labour, and unconnected with the
business of the Wife, the profits of the Wife may (under the Act 60 & 61 Vict. cap. 24) be treated as a separate Income, and a separate
claim may be made in respect thereof. Any Income of the Husband, however, arising or accruing from the business of his Wife or
from any source connected therewith must be regarded as part of the Income of the Wife.

8. If the Income be from Lands, Tenements, or Hereditaments, state the precise situation of each property, with the name
of the occupier, and the amount of the annual rent or value, and who bears the cost of repairs. 1If the person on whose behalf the
claim ismade resides in his own house, the Annual Value thereof must be entered in Division No. 2. Receipts by the Local
Collector of Income Tax should be attached to the claim.

6. Profits from the occupation of land are to be estimated at one-third of the full amount of rent and tithe.

7. If the Income be from the Public Funds, English Government Annuities, Dividends on Colonial or Corporation Stocks
inscribed in the books of, and payable by, the Bank of England, the directions in Division No. 1 must be complied with; and no
vouchers are required for these items.

8. If from an Office, state the name of the Office.
9. If from Trade, Profession, or Employment, state the nature thereof, where carried on, and the particulars of the assessment.

10. If from Dividends or Interest arising from Money invested in any Stock, Shares, or otherwise (except in the Stock of the
Bank of England and those mentioned in No. 7), Certificates must be attached showing the amount of Dividends or Interest applic-
able to the period for which the claim is made.

11. If from Annuities, Interest of Money, or other property not coming under any of the foregoing beads, state fully the
particulars, including the name and address of the person by whom paid. Certificates, signed by the persons who deducted the
Income Tax, must be securely attached to the claim. :

12. When the Certificates are not in the name of the Claimant, it should be stated whetber the person or persons named are
Trustees, or otherwise.

13. If the Income be subject to deduction in respect of Ground Rent, Interest, Annuity, or other Annual Cbarge, the particulars
thereof must be set forth in Division No. 3, so as to show the amount of Annual Payment or Payments charged upon the Income,
whereby the same is diminished. The Income Tax on any such charges relating to the property on which repayment is sought must
be deducted from the claim, being recoverable from the persons to whom such charges are paid. If there be none, state ‘ None.”

14. A Claim may be made as soon as the Income of the year has been received, but only one Claim should be made for each
year.
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For Instructions see back (page 140).

Very great care should be taken of this Form, as the issue of a Duplicate gives considerable trouble.
Keep this Form and the Printed Envelope for your next Claim.
When making the Claim, fill up the Form and send it in the Envelope to the Sccretary, Claims Branch, Inland

Revenue, Somerset House, London, W.C.

INCOME TAX.—ABATEMENT CLAIM.

Only last year's tax, if due, may be claimed on this Form.

When the Income exceeds £160, but does mnot exceed £ico, am Abatement of ?60 may be claimed.
When the Income excceds fi00, but does mot exceed [s500, an Abatement of f1s0 may be clasmed.
When the Income exceeds fs500, but docs not exceed L6oo, an Abatement ¢f f1zo may be claimed.
When the Income cxcceds £600, but does not exceed £700, an Abatement of {70 may be claimed.
)
Last Repayment to April, 1, by l ...... eereeeas PP
Note.—In communicating with this Office the Registered Num:ber in the right hand top correr sheuld be quoted.

A Claim may be
made as soon as
the year's Income
has been received.

Registered
No. of Claim.

I declare that the following is a true account of my Income Ol'd:l' } -

from every source for the year endipg sth April, 1 ,and I ) _ =

. : |/ T T ”

+ State FULL therefore claim to be repaid the sum of £ " " at the Y

Address of Office.  Money Order Office at*................ i A—Allowed for P

CLAIMANT'S SIGNATURE | £ s d to e
at full length D i it et ey et ieiieiiee e "

N.B.—A Lady must state, after Signature, April, §

whether Widow or Spinster. | 2

i 190 . 0

R ' ....................................................................................... ’ g

Exact AQUress =« +¢cce e ot s te et en et e e e e
) b

PARTICULARS of my TOTAL INCOME from EVERY SOURCE, WHETHER TAXED OR NOT,
for the Year from 6th April, 1 , to sth of April, 1

No. 1. Income derived from Dividends on Stocks inscribed in the books of the Bank of England or from English Government Annuities.
(For these no Certific ite of Dedaction is required.)

Stt;::u;: (.]A(n‘r:l:ity, Name or Names (in due order) in which I Amcunt thereof, ‘xosdl?)?vli‘geﬁ(eja;r Annual Amount Amount of Income
. _and if the the Stock or Annuity stands and if part of Anreluit due from of Income ‘Tax paid on or
Dividends are paid | If in Chancery. the correct Title of the  larger Sum, state whichydeductlon from “:c,' source deducted from each
by Po]s;a:; through ! Cause or Matter ust be given also larger Sum made \ source of Income
ers
£ s d £ s d ' £ s d

|

|
No. 2, Income NOT DERIVED from any of the sources referred to in No. 1. (Collectors'

Receipts or Certificates required as per Instructions cn the back hereof, except for ,
English and Indian Government Pay and Pension.)

Total Amount of Incoe from all sources and Income Tux thercon..f

No.3. Particulars of DEDUCTIONS FROM INCOME such as GROUND
RENT, MORTGAGE INTEREST, &c. If there be none, say ** None."
(See last note on back of this Form.)

Annual Amount

£

d

S

Total Deductions and Income Tax thereon....{| !

Tota! Amount of Income from all sources after Deductions, and of Income Tax paid............£ !

I¥ THE SPACES BE FOUND INSUFFICIENT the Details may be wriuén upon a sheet of paper, but the TOTALS
must always be entered in this form.
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INSTRUCTIONS.

1. No claim for Repayment of Income Tax can be allowed, unless it be made within three years after the
end of the year of Assessment to which the claim relates. 10th Sec., 23rd Yic., Cap. 14.

2. The Penalty for fraudulently concealing or untruly declaring the Income is £20 and Treble the Duty
chargeable.

3. In filling up the Form on the other side, the Claimant must set forth fully in Divisions Nos. 1 and 2 every source of Income,
whether taxed or not, with the amount derived from each source. The Income of a Married Woman living with her Husband is
deemed by the Income Tax Acts to be his Income (notwithstanding any Settlement or the provisions contained in the Married
Women's Property Act, 1882), and the particulars thereof must be included in the Husband's claim. Where, however, the total joint
Income of a Husband and Wife does not exceed £500, and such total Income includes profits of the Wife from any business carried
on or exercised by means of her own personal labour, and the rest of the total Income or any part thereof arises or accrues from
profits of a business carried on or exercised by means of the Husband's own personal labour, and unconnected with the business of
the Wife, the profits of the Wife may (under the Act 6o and 61 Vict., cap. 24), be treated as a separate Income, and a separate claim
may be made in respect thereof. Any Income of the Husband, however, arising or accruing from the business of his Wife or from
any source connected therewith must be regarded as part of the Income of the Wife.

4. If the Income be from Lands, Tenements, or Hereditaments, state the precise situation of each property, with name of the
occupier, and the amount of the annual rent or value, and who bears the cost of repairs. If the Claimant resides in his own
house, the Annual Value thereof must be entered in Division No. 2. Receipts by the Local Collector of Income Tax must be
attached to the claim.

5. Profits from the occupation of Land are to be estimated at one-third of the full amount of rent and tithe.
6. If the Income be from the Public Funds, English Government Annuities, Dividends on Colonial or Corporation Stocks

inscribed in the books of, and payable by, the Bank of England, the directions in Division No. 1 must be complied with; and no
vouchers are required for these items.

7. If from an Office, state the name of the Office.
8. If from Trade, Profession, or Employment, state the nature thereof, where carried on, and the particulars of the assessment

9. If from Dividends or Interest arising from Money invested in any Stock, Shares, or otherwise (except in the Stock of the
Bank of Epgland or those mentioned in No. 6), Vouchers must be attached showing the amount of Dividends or Interest applicable
1o the period for which the claim is made.

10. If from Annuities, Interest of Money, or other property not coming under any of the foregoing heads, state fully the
particulars, including the name and address of the person by whom paid. Certificates, signed by the persons who deducted the
Income Tax, must be securely attached to the Claim.

11. When the Certificates are in other name or names than that of the Claimant, it should be stated whether the person or
persons named are Trustees, or otherwise.

12, If the Income be subject to deduction in respect of Ground Rent, Morigage Interest, Annuity, or other Annual Charge,
the particulars thereof must be set forth in Division No. 3, so as to show the amount of Annual Payment or Payments charged
upon the Income, whereby the same is diminished. The Income Tax on any such charges is recoverable from the persons to
whom such charges are paid. If there be none, state * None.”



CHAPTER XIV.

BANKRUPTCY AND INSOLVENCY ACCOUNTS.

HE special points arising in connection with the
accounts relating to the estates of insolvent
persons have their origin in the statutory require-

ments made upon persons administering these
trusts.
STATEMENTS OF AFFAIRS.

Under normal conditions the object of any

system of bookkeeping is to produce, at regular
intervals, or whenever required, a statement show-
ing the financial position at that date in the form of
a Balance Sheet, and also an account showing—in
a summarised form, and classified under convenient
headings—the various sources of income, expendi-
ture, or loss, that have contributed to the alteration
of the position as contrasted with the previous occa-
sion. The latter account is frequently divided into
several sections, which are known collectively as a
Profit and Loss Account or Revenue Account.

When an estate is found to be insolvent, some-
what similar accounts are prepared; but, owing to
the special circumstances of the case, certain altera-
tions of detail are found to add materially to their
value for the purposes for which they are then
required. In place of a Balance Sheet, showing
upon the one hand the assets and upon the other
the liabilities (the excess of the former over the
latter being the proprietor’s Capital), the statement
that is required is one that will afford unsecured
creditors some idea of the amount of their claims in
the aggregate, and of the net amount of assets
available to meet them. Consequently the Balance

Sheet form is varied so that all assets pledged as
security for liabilities appear, not as assets, but as
deductions from the claims of secured creditors. If
a creditor be fully secured, the surplus value of the
asset after liquidating his claim alone appears as an
asset; while if a creditor be partially secured, the
unsecured balance of his claim alone appears as a
liability ranking against the general estate. There
are also certain classes of creditors who are by law
entitled to be paid in priority to the general body of
creditors, the claims of these are stated
separately and deducted from the assets, so that a
Statement of Affairs so compiled shows upon the
one hand the total unsecured liabilities that are
expected to rank against the estate for dividend, and
upon the other the net total of “free” estate, which
(subject to loss on realisation and costs) is available
The excess of the

and

for distribution among creditors.
former figure over the latter is the Deficiency which
the insolvent person has to account for.

To enable this Deficiency to be accounted for,
some modification of the ordinary form of Profit
and Loss Account must be provided. This modified
account (which is called a “ Deficiency Account”)
differs chiefly from the ordinary Profit and Loss
Account in that it starts with an opening balance,
representing the amount of surplus assets of the
insolvent (or the deficiency of assets, as the case may
be) at some previous period. To this figure are
added all sources of profit or gain that increase
the total amount that has to be accounted for,
while upon the other side are included the
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insolvent’s personal expenditure, and (under suit-

able headings) all losses incurred by him, so that the

balance of the account is the Deficiency shown in
the Statement of Affairs,

In order to show more clearly the precise

difference between the ordinary Balance Sheet and
Profit and Loss Account upon the one hand, and
the statutory form of Statement of Affairs and
Deficiency Account in bankruptcy on the other, the
following example is appended : —

PROBLEM.—(a) From the following Trial Balance as on 31st December 1go1 prepare Balance Sheet, Trading
Account, Profit and Loss Account, and Partners’ Capital Accounts :—

A. Capital 1st January 1901

. ” " "

Sales ...
Purchases
Rent

Salaries ...

Gerneral Expenses ...

Bad Debts

Stock-in-Trade 1st january 1901
Fixtures

Bills Receivable

Lease of Premises (held by Bank)
Bills Payable

Trade Creditors

Book Debts

Bank (Loan)

C. for Rent due

Salaries due (one month)

Cash at Bank

A. Drawings .

B.

”

£ £
150
3,000
6,250
6,100
150
450
750
1,250
1400
150
100
700
500
1,250
. 500
1,050
75
48
110
300
363

£12,323  f12,323

Stock on 31st December 1go1, £1,750. Five per cent. interest to be credited on

Partners’ Capital Accounts.

(b) Assuming that A. and B. begin business on 1st January 1go1, draw up front sheet of
Statement of Affairs and Deficiency Account in the form provided under the Bankruptcy
Acts, allowing for a further liability on Bills discounted estimated to rank for dividend at

£2,000.
(A). BALANCE SHEET, 31st December 1gor.
Liabilities. £ s d £ s d Assets. £ s d £ s d
Capital Account :—B. Lease of Premises .. .. .. .. .. 700 0 o
Balance, 1s|]anuary rgor . .. 3,000 0 © Fixtures . .. . .. .. .. 150 0 o
Interest . . 150 0 © Stock-in-Trade . .. .. .. .. .. 1,70 0 o
Bills Reccivable .. .. .. .. .. 100 0 0
3,150 v o Book Debts .. . . . .. . 500 a o
Less Drawin . .. £363 o o Cash at Bank .. .. ‘ .. 110 0 o0
Share of Loss .. 1,128 15 o Capital Account —A. (overdra“n) i
1,491 15 O Drawings .. . o .. 300 0 O
e——| 1,658 5 O Share of Loss .., 112815 ©
Bank Loan 1,050 0 © —_
Bills Payable .. 500 0 © 1,428 15 ©
Trade Creditors 1,250 0 O Less Credit Balance l/l/Ol £150 o0 o
Sundry Creditors 123 0 © Interest 7 10 !
_— 157 10 ©
1271 5 o
£4,581 5 o £4.581 5 o
 —————————— e ———
t
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Dr. TRADING ACCOUNT, for the Year ended 31st December 1gor. Cr.
£ s d £ sd
To Stock: 1st January 1901 1,400 0 © By Sales .. .. .. .. 6,250 0 o
« Purchases .. .. .. .. .. .. .. 6,100 0 © « Stock: 318t December 1901 1,750 0 O
« Gross Profit, transferred to Profit and Loss Account 500 0 0y
£8,000 o o’ £8,000 0 o
1

Dr. PROFIT AND LOSS ACCOUNT, for the Year ended 31st December 1gor1.
£ sd| £ sd £ s d
To Rent.. 150 0 © By Gross Profit from Trading Account .. ..
» Salaries . .. 450 0 o » Balance, being ILoss for the Year, \
« General Expenses 750 0 o viz.—
Bad Debts .. . 1,250 0 © A .. . 1,128 15 o
2,600 0 o B. .. 1,128 15 o
« Interest on Capital:—A. .. . 710 0 R ——
- Ditto B. 150 0 © :
157 10 © l
£2,757 10 0 '
(For answer to Problem (b) see overpage.)

Cr.

s d
50 0 G

2,257 10 0O

£2,757 10 ©
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(B). THE BANKRUPTCY ACTS, 1883 AND 18g0.
1) High C
éus(fc,e ;):'gthe ooy STATEMENT OF AFFAIRS.
holden at. In the (1) . Court of
In Bankrupicy. No. of 1902,
Re A. and B.

To THE DEBTOR.—You are required to fill up, carefully and accurately, this Sheet, and the several Sheets A, B, C, D, E, F, G, H,
I, ], and K, showing the state of your affairs on the day on which the Recewmg Order was made against you, viz., the first
day of ]anuary 1902.
Such Sheets, when filled up, will constitute your Statement of Affairs, and must be verified by Oath or Declaration.

S ‘ :
Gross LIABILITIES Expected to AsSETS ' Estimated to
Liabilities (as stated and estimated by Debtor) Rank l (as stated and estimated by Debtor) : produce
|
i _—
£ s d £ sd | £ s d
Unsecured Creditors, as per list (A) .. .. 1,750 0 o i| Property, as per list (H), viz.:— |
| s d ||~ (a) Cash at Bankers (claimed by Bank) .. |
Creditors fully secured as per list | ‘ (b) Cash in hand .. X .. ‘
Estimated value of Securities .. ‘ | ‘I (©) Ca;h deposited wuh Sohcnor for costs of
. _— etition e s . . ..
{
Surplus : '| (d) Stock-in-Trade (cost [ ) .. .. 750 o o
Less asr;:oun(t:thcrcof carried to ‘ (&) Machinery
ee I 't () Trade Fixtures, megs. Utens:ls, &c .. | 150 00
Balance thereof to contra - i (g) Farming Stock. . .. . e |
(h) Growing Crops and Tennnl nght |
Creditors partly secured, as per ‘ £ s d | ti) Furniture ot |
Tt (C) TareY P oso o o () Life Policies .. .. .. .. .. .
Less estimated value of | (k) Other Property, viz.:— !
Securities .. .. 810 o o l
240 0 O
Liabilities on bills discounted _
other than Debtor's own Total as per list (H) 1,900 0 o
acceptances for value, as per o o ot
list (D), viz. :—
0“, accommodation bills ias ' £ Book Debts, as per list (I), viz.:—
drawer, ncceplor. or in- 00 0 9
iy ‘ Good.. .. .. .. .. . . .. 9
On other bills, ‘as drawer or £ d
indorser i ve .. !2000 0 0 | ! Doubtful .. . s
2,00 i
2000 0 0 | Bad.. .. .. .. .. . |20 00
_|
Of which it is expected will rank against [ 2,000 0 © ’ 1,250 0 ©
the estate for dividen .. . . _
Ct;’em:r; s‘:’:'E)"' othe‘r. ha"‘_m’es as ! ’ Estimated to produce e e
—— Bills of Exchange or other similar !
Of which it is expected wnll rank agamst | Securities, on hand, asperlist (J) .. f100 0o o |
the estate for dividend .
£ s'd | Estimated to produce .. .. .. .. | 100 0 o
Creditors for Rent, &c., recover-
able by distress as per list (F) 75 0 o \ Surplus from Securities in the hands of
Creditors for Rates. Taxes, Creditors fully secured (per contra) .. .
Wages, &c., payable in full, as —_
per list (G) .. 48 0 o ‘ 2,500 0 ©
Sheriff’'s Charges pa able under Deduct Creditors for distrainable Rent, and for
Section 11 of the ankruplcy \ preferential Rates, Taxes, Wages, Sheriff's
Act, 1890, estimated at . .. Charges, &c. (per contra) .. ‘e .. .. 123 0 o
Deducted contra .. .. o £ 123 0 o 2,377 0 o
|| Deficiency explained in statement (K) .. .. .. 1,613 0 o
| .
£| 3990 0 o £ 3990 o o
| ———————— 1
I, of
in the County of , make oath and say, that the above Statement and the several lists hereunto

annexed, marked A, B,C, D, E, F, G, H, I, ], and K, are to the best of my knowledge and belief a full, true, and complete statement
of my affairs on the date of the above-mentioned Receiving Order made against me.

Swornat .........iiiiiiiiiiiiiin )
in the County of ....covvvvvivivineninnenn. Signatur
PRES e e evvesss@BY Of eeneesssenasesssss QO r SIENALUYE oo vt v it teneiin ittt itiesitenteensasacsnesneens

before me, . ...iiiiiiiiiiiiiiiii it ianaas
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A.—UNSECURED CREDITORS.
‘The names to be arranged in alphabetical order and numbered consecutively, creditors for £10 and upwards being placed first.

i | Date when
No. Name Address and Occupation Amg:;: of contracted Consideration
| Month Year
|
! £ s d

(Full particuldrs to [be set out here.]

NOTE.—The prescribed Form contains the following note :—

(1) When there is a comfra account against the Creditor less than the amount of his claim against the Estate, the amount of the
Creditor's claim and the amount of the contra account should be shown in the third column, and the balance only be inserted
under the heading ** Amount of Debt " thus :—

Total amount of claim .. .. .. 5
Less contra account .

£
No such set-off should be included in Sheet *1."
(2) The particulars of any Bills of Exchange and Promissory Notes held by a Creditor should be inserted immediately below the

name and address of such Creditor.

B.—CREDITORS FULLY SECURED.

Date when ' . Estimated
. . . Address and Amount of | Contracted Considera- | Particulars | Date  Estimated | “g) oy ¢
No. Name of Creditor Occupation Debt tion of when value of from
Month | Year Security given Security | gocurity
£ s d : | : £sd| £ sd
H ‘
| |
| | ‘ !
| ; ‘ |
C.—CREDITORS PARTLY SECURED.
Date when . Month 1
No. Name of Creditor Address and Amount of | Contracted Considera- Pamocfulars and year l-;:q;;mag:;i gfall;ggf
Occupation Debt Month | Year tion Security :;":g: Security | Unsecured
£ s d £ s d £ s d

I.
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D.—LIABILITIES OF DEBTOR ON BILLS DISCOUNTED OTHER THAN HIS OWN ACCEPTANCES

FOR VALUE.
Amount Amount
No. |Acceptor’s Name, Address, v::gp:;g:g:e Date when Holder's Name, Address, and r‘;ﬁfﬁg;g‘
and Occupation Indorser ue Accommoda- Other Bills Occupation (if known) Estate for
tion Bills Dividend
- £ sd| £ s d £ s d

(NOTL.—Ordinary “ Bills Payable” are included in Schedule “ A.” Only Bills for which the Debtor is liable as
DRAWER 07 ENDORSER appear in this Schedule.)

| . l
|

E.—CONTINGENT OR OTHER LIABILITIES.

[Full particulars of all Liabilities not otherwise Scheduled to be given here.]

. ! Amount of . Date when
No. Name of Creditor or Address and Occupation Liability or Liability incurred Nature of Liability
Claimant Claim _—
1 Month Year |
_ | S !

F.—CREDITORS FOR RENT, &c., RECOVERABLE BY DISTRESS.

. Difference

X Period during Date wh Amount | Amount ranking for
No. Name of Creditor | Address and Occupation Nature of Claim | which claim ate when o ' recoverable| Dividend
accrued due ue Claim | by Distress (T<t> bf'c:rAr;ed
o Lis!

|£sd75d { s d
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G.—PREFERENTIAL CREDITORS FOR RATES, TAXES, AND WAGES.
' ‘ Difference
Period during Date whe l Amount Awmount ranking for
No. | Name of Creditor | Address and Occupation | Nature of Claim which Claim . 23 ?hr; en of . payable Dividend
21" accrued due ‘ Claim in full (To bf'cal;)md
. to List

[t

H.—PROPERTY.

Full particulars of every description of Property in possession and in reversion as defined by Section 168 of tke Bankruptcy Act, 1883,
not included in any other List, are to be set forth in this List.

Full Statement and Nature of Property

(@) Cash at Bankers

(b) Cash in Hand .. .. .. .

(¢) Cash deposited with Solicitor for Costs of Petition . .. .. .. .. .. .. .. ..
(d) Stock-in-Trade at .. . (Cost £
(e) Machinery at . . .. .. .. NOTE.—I . . .
- . —In practice a
) dec.a leturis, Fittings, Utensils, &c., at .. /air realisable value should
@ Farming Stock at o | be placed on all assets. In
(h) Growing Crops and Tenant Right at . this :xample the book- \
() Household Furniture and Effects at.. e values have been shown to
) Life Policies .. .. .. .. .. Sacilitate comparison with
(k) Other Property (state particulars), viz. :— the Balance Shect pre-
Lease of Premises .. .. .. .. .. | viously given.
I.—-DEBTS DUE TO THE ESTATE.
Folio of
Resid 4 ‘ Amount of Debt L}eldg(i;- on;‘w con‘t’r‘:::'l‘cd
esidence an other Book
No. Name of Debtor Occupation where I
Particulars
| Good Doubtful Bad to be found | Month | Year
i_g_s"d_ £ sd| £sd]|
l
|
l RS A RS SR S N
NOTE.—The prescribed Form contains the following :—
If any Debtor to the Estate is also a Creditor, but for a less ¢ than his indebledness, the gross

(NOTE.—If anything is due to Bankers they have a lien on all monics in their hands.)

Estimated

to
Produce

£ s d

1,750 © o

10 0 0

700 0 0O

Estimated

to
Producce

Particulars of
any Securities
held for Debt

t due to the Estate and

the amount of the contra account should be shown in the third column, and the balance only be inserted under the heading

‘ Amount of Debt "’ thus:—

Due to Estate ..
Less contra account ..

£
A

No such claim should be included in Sheet ““A."

L 2
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_],—BII 1.S OF EXCHANGE, PROMISSORY NOTES, &c., AVAILABLE AS ASSETS.
' A t of Estimated l Particulars of any
No. Name of Acceptor of Bill or Address, &c. '};?ﬁ'(‘)ro Date when S |ma e | Property held as
Note \ ’ : Note due Producc' l Sccur;:lyllfgll: E?)¥¢IPO"( of
l I £ s d I
‘ |
[
|

K.—DEFICIENCY ACCOUNT.

e £ s d £ s d

Excess of Assets over Liabilities on the

(1) first day of January 1gor (if any).. . 3,150 0 O
Net Proht (if any) arising from’ carrying on
buslncss from the (1) ....day of............
...... , to date of Recelvlng Order, aher
dednc(lng usual trade expenses .
Income or Profit from other sources (if any)
since the (1) ........ day of............ I...

Deficiency as per Statement of Affairs .. 1,613 o o

Total amount to be accounted for e () £] 4763 0 o

£ s d | £ s d
Excess of Liabilities over Assets on the (1)
...... dayof................I..... (if any)
Net Loss (if any) arising from carrying on
busin-ss from the (1) First day of funuary
1901, to date of Recciving Order, after
deducting from profits the usual trad:

expenscs (*)

12,100 O O

*..

Expenses incurred since the (1) First day
of January 1go1, other than usual trade
expenses, viz., household e\pcnses of
selves and (3) .. ..

Bad Debts (if any) as per 8chedule *“ 1" 2,000 0 0O

663 o o

‘ (4) Other Losses and Expenses (if any)—

‘ Surplus as per Statement of Affairs (if any)

|
|

|
|

£ 4763 o o

Total amount accounted for

Each Sheet must be signed and dated by the Debtor, thus
Signature

Dated

1

NotEs.—(1) This date should be 12 months before date of Receiving Order, or such other time as Official Receiver may have fixed.
(2) This Schedule must :how when debts were contracted.

(3) Add “wife and children " (if any), stating number

of latter.

(3) Here add particulars of other losses or expenses (if any), including Depreciation in the value of stock and effects or
other property as estimated for realisation, and liabilities (if any), for which no consideration received.

(s) Thcsc figures should agree.

PRIVATE ARRANGEMENTS.

It does not, of course, follow that every insolvent
person who calls his creditors together has first had
a Receiving Order made against him, and become
amenable to the bankruptcy laws and regulations.
The accounts submitted
creditors do not, therefore, come strictly under the
foregoing rules, but very much the same class of

to private meetings of

information will be required by the creditors attend-

ing the meetings, and as a rule, therefore, thej

| bankruptey forms are followed very closely, the

only noticeable difference being that as a rule

“Cash Creditors” shown from
“Trade Creditors,”

Creditors’ claims are given, so that it may be readily

are separately |

and full particulars of the Cash

perceived how much of the claims consist of prin-
cipal, how much of interest, and to whom the money
is owing. It is also usual to append a full list of
the Trade Creditors for the information of those

interested. On the other hand, no particulars of

* Interest on Capital has been eliminated.

Compare with Profit and Loss Account on page 143.
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the assets are given, other than the short particulars
appearing upon
Affairs.

the summarised Statement of

In bankruptey the filing of a proper Deficiency
Account is compulsory, but in the case of private
arrangements with creditors it is often not insisted
upon. Where given, however, it usually follows the
bankruptcy form, save that the sides are transposed
so as to follow more closely an ordinary Profit and
Loss Account form, in which the losses appear upon
the debit and the gains upon the credit side.
EXAMPLE:

ACCOUNTS 2.

TRUSTEES’ CASH ACCOUNTS

Trustees in bankruptcy are required to keep and
to periodically file detailed accounts of their
receipts and payments.
filed in duplicate.

These accounts must be
One copy is in tabular form, and
provides columns for all the principal sources of
receipts and classes of payments, while the other
consists merely of the total columns of the more
detailed account. Examples of both these forms
are given below.

RECEIPTS. PAYMENTS.
‘ R l - — =i e —— T
‘ | 9
| ' g
| | ' ! | £
' Receipts i = :
Drawn | ,
: . Debts | Property from Other ulars 8
Date | Particulars Total gou‘l( Collected | Realised Securilies‘ Receipts | Date Particulars Z ! Total
an held by || 5
Creditors I £
‘ g
| o
’ | i | [ ‘
L Losd Lsd | £sd £sd Lsd fsd ‘ L s d
|
' | ! i ' ‘ \
1 !
- A -
i | H
i |
I
]
IR S ] { ! | |
Left-hand side.]
PAYMENTS.
. . Do
| Costs of Realisation 'g I és % | - "
] T - S < k] ‘s <
© ] M ! . 5] a o o & ]
. L] g < Commission on ' . .== =c X8 E
}.’:"g g+ ‘ 33 2| G ‘ Realisationand S5 el & .Eg §, TyxE e ‘ o= 2t | 3 )
I'ia K E3e TeE asy Distribution 2823 08 | E357 ¥ 8% w3 £ A
" SUs | 028 | E3E 2558y S22 | 2838 < e co | 3 P
= P —- 2 Z 37 = ] b i >
EE §.§.E‘; L:V‘ZSO Board of 5g§g‘; 7°:§ 85‘:’:0. g E% i . a g
= 3 | S - e = i 3]
2 % = . Trade 1 Trustee ‘ <_8 © e < [ 5@ &
= ! ” | i _
s d| £ sd|fsd sd| £ s d s d! £ sd|f sd| £ sdi£sd £sd £sd £sdlfsd
£ £ | £ £ 1 | |

I

[Right-hand side.




150

ADVANCED ACCOUNTING.

EXAMPLE:

Accounts 2 B.

THE BANKRUPTCY ACT, 1883.

Copy of Estate Cash ) In the Court of No of 18
Book for Filing.
RE ESTATE CASH BOOK.
_ S L S ‘ —— - - _ -
Date Receipts Total ‘ Dra]\;;:]{:om , Date Payments ‘ ‘°§2‘e' Total P‘i;‘::::w
|
£ s d £ s d £ s d

TRUSTEE’S TRADING ACCOUNT. ]

In cases where the Trustee is carrying on the .
business, he is required to file monthly a Trading .
Account kept in the prescribed form, which differs
from the ordinary Trading Account in that it is
merely an account of cash receipts and payments

EXAMPLE: THE BANKRUPTCY
In the Court of T
S Banhrupicy.

Re

account with the Estate.
Dr. RECEIPTS.

Date

£ s d “ Date

|
| <
|
o

relating to the carrying on of the business. Where a
separate Trading Account is kept, the monthly

totals only need be shown in the general Cash
Account, instead of the full details being given
twice over.

The following is the form prescribed : —

ACTS, 1883 & 18go.

No. of 19

the Trustee of the Property of the Bankrupt in

PAYMENTS. Cr.

n
] | |

.................................. «...Trustee.

.19 .
We have examined this Account with the Vouchers and find the same correct, and we are of opinion the

expenditure has been proper.
Dated this

SUMMARISED ACCOUNT OF RECEIPTS AND"
PAYMENTS.

When the estate has been completely realised and |
distributed the Trustee can apply for his release;
but before doing so he must forward to each
creditor who has proved, and to the debtor, a sum-
marised account of all his receipts and payments in [

. . . b
the prescribed form. A similar account has to be .
forwarded to all creditors each time a dividend is

day of

Committee of
Inspection.

[Or Member of the
Commitiee of

Inspeciion.]

declared.  When more than one account is sent out,
the second and subsequent accounts do not each
begin where the preceding one left off, but each is
a complete statement of receipts and payments up to
date.

The following example shows the form of account
employed : —
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EXAMPLE :
THE BANKRUPTCY ACTS, 1883 AND 18go.
In the BDigh Conrt of Justice.
IN BANKRUPTCY. No. of 19
IN THE MATTER of A. C. and B. C. trading as ** The C. Company,’ lately carrying on business at Road
and Street, both in the County of London, as the said
A. C. residing at Road, in the County of London, and the said B. C
residing at Road, in the County of London.
(Under Receiving Order, dated the day of 19 ).
Dr. STATEMENT, showing position of Estate at date of declaring Third Dividend. Cr.
‘ Estimated i
to produce | Receipts | Payments
To Total Receipts from date of Receiving pg‘;a‘ :rt::t:r:ts i
Order, viz.:— i |
i s d £ s d | By Board of Trade and Court Fees (including Stampof £5{ £ s d
Cashin hand .. . .. .. .. . 79 10 4 69 10 4 on Petition).. .. . .. .. .. .. .. 5710 3
Cash deposited with Solicitor .. .. .. i 10 0 O 10 0 O £ sd
' Law Costs of Petition .. . 20 0 6
Stock-in-Trade . . . e .. 1200 0 o)
r1,071 5 6 Other Law Costs .. .. . . 12 11 6
Fixtures and Fittings e 25 0 o) 13412 o
Provident Association Bond 3 0 o0 35 11 8| Trustee's remuneration as fixed by the Committee of
Inspection, viz.:— ‘ a
. . Y i s
k Debts and Trading Receipts 2377 © o|nbs B 4 s per cent. on £2,361 12s. 1d. Assets realised .. = 18 1 7
Surplus from Securities .. 877 0 216 5 23 per cent. on £1,749 8s. 1d. Assets distributed
Receipts per Trading Account .. .. in Dividend .. .. e e .| 4314 8
. L — —| 16116 3
Other Receipts teer e e e . 5 © ] Special Manager's charges e e e e
Person a%mingsd to assist Debtor under sec. 70 of Bank- 5 5
ruptcy Act, 1883 .. .. .. .. .. .. .. o
Total .. .. .. £(3.808 17 412,837 12 3| Ayctioneer's charges as taxed e 139 5 4
e Other charges e e e e 87 10 11
Costs of possession.. .. .. .. ..
Cost of notices in Gazette and local papers .. 396
Less : Incidental outlay .. .. .. .. .. 64 7 9
Deposit returned to Petitioner . Total cost of realisation .. .. 655 19 o
Payments to Redeem Securities .. Allowance to Debtors .. .. .. .. . .. 3413 o
Costs of Execution .. .. ., Creditors, viz. i £sd
Preferential 110 19 11
Payments per Trading Account 223 3 7
Unsecured First Dividend of 4/- in the £ on
6.361 9s. 8d. . .. .. . 1,272 § 10
2nd LCividend of 1/- in thzd,e .. .. 318 1 6
3rd Dividend now declared of 6d. in the £ 159 0 9
The Debtor’s estimate of amount expected to rank '
Jor diwvidend was £5,916 13s., 1d. |
1860 8 o
Balance 63 8 8
Net realisations .. .. .. £ :,6—;4 8 3' £|2,614 8 8
e | —

Assets not yet realised estimated to produce £50.
The outstanding Assets consist of Book Debts,

provide the dividends (already declared),

By s. 72 (2) of the Bankruptcy Act, 1883, it is providrﬂ.;i that ** if one-
bankrupt satisfies the Board of-Trade that the remuneration is unneces:

f>urth in number or value of Creditors dissent from ihe resolution, or the

sarily large, the Board of Tradeshall fix the

of ther ation.'’

. owing und iri
estimate of £50 must be regarded as Apprarimate asly g under hiring Agreements, and are of very doubtful character, and the

The debts are payable by small instalments. The balance is reserved to

Creditors can obtain any further information by inquiry at the office of the Trustee.

Dated this

day of

19

upon a claim which is expected to rank, but is not yet proved.

'x. Z., Trustee,

999 Cheapside, London, E.C.
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PRIVATE ARRANGEMENTS.

In private arrangements, also, it is usual, every
time a dividend is declared, to forward to each

creditor an account of receipts and payments upon
the same lines as that prescribed in bankruptcy, |
although in practice the form is frequently departed |
from in matters of detail.

Section 25, Sub-section 2z (4), of the Bankruptcy |

EXAMPLE:

Trustee's Account
of Receipts and Payments.

Act, 1890, provides thatevery trustee undera private
arrangement shall, within thirty days from the 1st
January in each year, transmit to the Board of Trade

" an account of his receipts and payments as such

Trustee. The prescribed forms are given below; the
accounts must be verified by affidavit. There is
no provision for the payment over by the Trustee
of unclaimed dividends in the case of private
arrangements.

THE BANKRUPTCY ACT, 18go. No.......
IN THE MATTER OF A DEED OF ARRANGEMENT.
Between and his Creditors,
Dated the day of 19 Registered the day of 19
Trustse,
ACCOUNT OF RECEIPTS AND PAYMENTS.
Pursuant to Section 25 of the Bankruptcy Act, 18g0.
— ' I —
Receipts ‘ Payments
- I 'I - l_ '——‘l—' "
il
Date Of whom Received Nature of Receipt Amount l Date To whom Paid ‘ Nature of Payment Amount
I
£ s d | ‘ ' £ s d
|
l' 1
[\
]!
| | |
! ' '
;
| |
|
| | |
| 1
| ! | |

“Here set out par-
ticulars of any out-
standing estate, and
the estimated value
taereof.

NoOTE.—The outstanding Kstate consists of*
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EXAMPLE :
Trustee's Trading
Account.
THE BANKRUPTCY ACT, 189>.
IN THE MATTER OF A DEED OF ARRANGEMENT dated the day of 19 ,
and registered the day of 19 .
J , as Debtor,
Between and
l , as Trustee.
the Trustee of the Property of the Bankrupt, in account with the Estate.
Dr. TRADING ACCOUNT. Cr.
Receipts ' . Payments
- | B ——
Date . | £ s d Date £ s d
|
| | |
t \
_ ) _ o | ~ |
Trustee.

__*To be inserted
i the Accounts
have been audited
by a Committee
ot Inspection.

Expenditure has been proper.
Dated this day of

BANKRUPTCY OF FIRMS.

When a Receiving Order is made against a firn
the estates of all the partners pass into bankruptcy,
and the Trustee appointed of the joint estate
hecomes also the Trustee of each of the separate
estates.
tered separately, but any surplus that there may be
tpon any of the separate estates must be handed
over to the joint estate and distributed among the
joint creditors until such time as they have received
20s. in the £, together with intercst at 4 per cent.
from the date of the Receiving Order. After this
has been done, whatever surplus may remain upon

any separate estate is handed back to that particular |

debtor. If, on the other hand, there should happen

These various estates must be all adminis-

Date

*We have examined this Account with the Vouchers, and find the same correct, and we are of opinion the

T g e

"to be a surplus on the joint estate, it is divisible
among the separate estates in proportion to the
respective interests of the partners as though no
Receiving Order had been made; but, of course,
the surplus is handed over to the separate estates
and applied towards the payment of the separate
liabilities, so that no one of the debtors can receive
, back anything out of either joint or separate estate
"until the whole of the joint creditors and the whole
of the creditors of his separate estate have been

paid in full with interest. Partners are not, how-
ever, liable for the payment in full of the separate

| debts of their co-partners.

The forms of account are precisely the same as
! those already indicated. It should be mentioned,
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however, that where any separate estate does not . The following example will serve to clearly show
produce sufficient to cover costs, it is competent for 11he proper treatment when assets belonging to
the Trustee, with the consent of the Committee of [gepamte estates have been pledged as security for
Inspection of the joint estate, to pay these costs out | e firm’s debts:—

of the joint estate, so that to this extent one partner !

may be indirectly made liable for the costs ofl

administering the estate of a co-partner. |

PROBLEM.—(1) From the following particulars construct the respective Balance Sheets of the firm of
I, C. & A, and of the several partners:—

ParricuLars e 1., C. & A.

3rd April 1897. £ s d
Trade Creditors, Joint Estate, unsecured . 31,280 0 o©
Cash Creditors, Joint Estate, unsecured 6,642 0 ©
Cash Creditors, Joint Lstate, collaterally partl) secured by Policies of
Assurance ... 9,015 0 O
On the life of I., worth 1,615 0 ©
On the life of C., worth e 738 o o
Cash Creditors, Joint Estate, fully secured . 10,435 O O
They holding Securities belonging to the Firm, worth 14,395 O O
Liabilities on Bills discounted, considered good ... 1,340 0 ©
Preferential Creditors of Joint Istate 2,128 0 O
Tradesmen's Claims on Separate Estate of 1. ... 697 o o
Cash Creditors on Separate Estate of I. 2578 o o
They holding as security Freehold Property of his, worth 3,000 0 O
Tradesmen’s Claims on Separate Estate of C. ... I19 0 O
Tradesmen's Claims on Separate Estate of A. ... 10 0 ©
Cash Creditors of A., unsecured 510 0 O
Cash at Bank at credit of Joint Estate 1,050 0 ©
Cash in hand do. 843 o o
Debtors do. 2,075 0 O
Stock do. 30,I55 O O
Fixtures and Furniture do. 1,400 0 ©
Household Furniture, Separate Estate of I. 1,000 O O
Do. do. C. 1,000 O ©
Do. do. A, 500 o0 o
Reversionary Interest under Will of John Smith, deceased, Separate
Estatc of A., worth e 200 0 O
I. had overdrawn his Account with the Firm by.. 4500 O O
C. ’ " ' 3,000 0 ©
A. “ » ” L182 o o

(b) Show (in condensed form) the Statements of Aflairs of the firm and the three separate
partners.
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(A).
I, C. & A''s BALANCE SHEET, 3rd April 1897.
Liabilitses. £ s d £ s d Assets. £ s d £ s d
Trade Creditors . . . .. 31,280 o o Cash at Bank .. .. .. . . 1050 0 o
Cash Creditors .. ! . 6,642 o o Cash in hand .. . .. .. 843 o o
Ditto (panly secured) .. 0I5 0 O ! ' Debtors .. .. . . . 1975 © ©
Estimated value of ' ' Stock 30,155 o o
securities .. .. 2,353 0 O Fixtures and Furniture . ,400 0 O
— | 6662 0 o Surplus ﬁ'om Securmes (as per‘
Ditto (fully secured) .. 10,435 0 © contra) . ! 3960 0 ©O
Estimated value of | | Partners’ Accounts ovetdrawn.
securities .. +. | 14,395 0 O viz, :(—

I. .. . . ..| 2885 o o

Surplus (as pcr C. .. . .. .| 2262 o o

contra) . 3,060 o o A .. . . 1,182 0 o
P — | 6,329 0 o

Liabilities on Bills discounted .. | 1,340 o o ‘

X Estimated to rank for .. — :

Preferential Creditors .. . . . 2,128 0 © ] |
£46712 © o| £46.712 o o

I.’'s BALANCE SHEET, 3rd April 1897.

! Liabilities. £ s d £ s d Assels. £ s d £ s d
Tradesmen's Claims .. .. .. 697 0 o Household Furniture .. . 1,000 0 O
Cash Creditors (fully secured) 2,578 0 o Surplus from Securities 422 0 O

Estimated value of Life Policy (deposited with creduors
A securities .. .. 3,000 0 O of joint estate) . .. 1,615 0o o
Surplus (as per
contra) . 422 0 © Deficiency .. . . . 2,1€0 0o o

| Amount due to firm of I., C. & A. .. . 2,885 o0 o

‘ £3.582 o o | £3,582 o o

. | | ———

C.’s BALANCE SHEET, 3rd April 1897.

Liabilsties. £ s d £ s d | , Assets.
Tradesmen's Claims .. .. 119 0 o Household Furnityre ..
_ Amount due to firm of I, C. & A. . .. 2,262 0 o | Life Policy (deposited with crednors
! of joint estate) e e
;
i | Deficiency = L
£2381 o ol
— |
. .

£ s d £ s d
.. 1,000 0 ©
738 o o
.o 1,381 0o o
£2,381 o o
i——

A’’s BALANCE SHEET, 3rd April 1897.

Liabilities. £ s d £

]
s do Assets.
Tradesmen's Claims .. .. .. .. 190 0 © ’ " | Household Furniture ..
Cash Creditors .. .. 510 0 0| Reversionary Interest uud( r Will of
Amount due to firm of I., C.&A. .. 1,182 0 o John Smith (decd.) . .
| Deticiency .. .. .
£1,882 o0 o |

I
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(B). STATEMENT OF AFFAIRS.
Re 1., C. & A

Gross LiasiL'ties Expected to | ASSETS ' Estimated to
Liabilities (as stated and estimated by debtor) rank [ (as stated and estimated by debtor) ‘ produce
£ s d | £ s d | £ s d
37,922 o o | Unsecured Creditors, as per list (A) .. .. 37922 0 o Property, as per list (H), viz. :(—
10,435 0 o | Creditors fully secured, as per list £ s d {| (@) Cash at Bankers .. .. .. .., 1,050 O 0
(B ..10,435 0 © ‘ (b) Cash in hand .. . .. .. 843 O O
Estimated value of Securities .. 14,395 0 © ' (d) Stock-in-trade (cost L ) 30.15§ O ©

—_ l (¢) Machinery .

Surplus .. . 3,900 0 o (/) Trade fixtures, munp,s utensnls. &e. .. 1,400 O ©
Less amount thcreof carm_d to ' (k) Other property, viz.
Sheet (C) . . ! Estimated surplus from sepa-ate °
= — Estatcof I. . . . . 725 © o
Balance thercof to contra ..£3960 0 o Ditto C. .e . . . ' 81 o o
—
9,015 o o | Creditors partly sccured, as per
hs} (C) . 9015 0 O _
ess estimated t - . ~
'l:(,;“ ':"" vix!ueo 5"‘:“‘:'. 2353 0 o Total as per list (H) . . - 35054 0 ©
T ‘ 6.662 o o ! Book Debts, as per list (I), viz. :— ‘
Liabilities on Bills discounted, other than ‘ I Good .. . .. .. .. . ] 2,975 o o
debtors’ own acceptances for value, as per | .
list (D), viz.:— [ s d |
On  Accommodation Bills as ‘ Surplus from Securities in the hands of Credi-
drawer, acceptor, or indorser | |, tors fully secured (per contra) .. .. - 3960 0o o
1,340 0 © On other Bills, as drawer or —_ _—
134 " indorser .. . . .. 1,340 0 O | 419% o0 o
£1,34o o o \ Deduct Creditors for distrainable Rent, and for
—— | . preferential Rates, Taxes, Wages, Sherift's
Of which it is expected will rank against the | | charges, &c. (per contra).. i . . 2128 o o
Sstate for dividend .. 861 o
Creditors for Rates, Taxes, W ps. £ sd, 1 39 °
2128 o0 o ;\(f,' p")"blc_ in full as per fist 2128 0 o ‘ ‘l Deficiency explained in Statement (K) .. a 4723 0 o
Deducted contra .. .. ..£{2,128 o o| |
e | '
[Go 340 oo | [44, 34 o o ” £44.584 o o
J—— i ——————
{
! —_— - — — - ———e
STATEMENT OF AFFAIRS.
Re 1.
Gross ’ LiantLitins Expected to I ASSETS Estimated to
Liabilities ’ (as stated and estimated by debtor) rank ‘ (as stated and cstimated by debtor) produce
D - 1
L os d oo £ s d £ s d
67 o o | Unsccured Creditors as per list (A) .. .. 697 0 © ll Property as per list (H), viz. :— |
Creditors fully secured, as per list £ s d . (#) Furniture . . . . ol ro o o
2,578 0o o B .. . ce e .. 2578 o o h ’
Estimated value of Sceurities .. 3,000 0 0
Surplus 422 0 o© Total as per list (H) .. . . ol 1,000 0 ©
Less ammm( lh(n of carried to !
sheet (C . . o |
_— - i Surplus from Securities in the hands of Credi-
Balance thereof to contra .. £322 0 o tors fully secured (per contra) . . ey %22 0 ©
—— I '
Surplus (to Joint Estate) .. .. .. .. 725 0 0 |
£3,275 0 © £1.422 0 o £1422 0 o
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STATEMENT OF AFFAIRS.

Re C.
_____ L R I . . _ . I B R
Gross I L1ARILITIES Expected to | ASSETS Estimated to
Liabilities | (as stated and estimated by debtor) rank [ (as stated and estimated by debtor) produce
£ s d £ s d | I £ s d
119 o o | Unsecured Creditors as per list (A) .. .. 119 0 o Property, as per list (H), viz. :—
i Surplus (to Joint Estate) .. .. .. 881 o o } (9) Furniture .. 1,000 0 ©
£119 o o ~ £1,000 0 o . Total as per list (H) .. —?1,:0_0 o
=’ i e —
STATEMENT OF AFFAIRS.
Re A.
Gross LiaBIiLITIES® Expecled to ASSETS Estimated to
Liabilities ) (as stated and estimated by debtor) rank ’ (as stated and estimated by debtor) produce
|
£ s d l l £ s d
700 0 o | Unsecured Creditors as per list (A) Prorerty, as per list (H), viz.:—
! (i) Furniture .. 500 0 o
‘ (k) Other propeny, Viz.:
Reversionary Interest under Wlll of
" John Smith (decd.) .. ! 200 0 0
£700 0 o £700 0 o Total as per list (H) .. ’ £700 0 o
———— e —————

COMPOSITIONS.

When a composition is accepted, and the debtors | partnership cases the rights of the partners inter se
continue trading, a ‘“paper” profit is made by . must, of course, be considered, as shown in the

them upon carrying through the arrangement. In | | following

PROBLEM.—M. & N. being in difficulties, effect an arrangement with their creditors under which the estate is
to vest in a Trustee to be realised ; 15s. in the £ paid to the creditors, and the balance (if
any) returned to the debtors after payment of costs. The credjtors’ claims amounted to
£1,700. M.’s capital was £500 in credit, N.’s £250 overdrawn. M.®handed a further {100
to the Trustee out of his private estate to further secure the payment of the composition.
The partnership assets were:—Cash, £50; Debtors, £750 (produced £700); Machinery,

Plant, and Furniture, £800 (realised f£400); and Stock f£350 (sold for £150).

Raise the

following Accounts :—(1) Firm’s Balance Sheet ; (2) Trustee’s Cash Account (the whole costs
were £75); (3) Realisation Account; (4) Creditor's Account; (5) Profit and Loss Account;

(6) M.’s Capital Account; and (7) N.’s Capital Account.

1)
BALLANCE SHEET.

Liabilities. £ s d £ s d Assets.
Capital Accounts :— Machinery, Plant, &c. ..
M. in credit . . .. 500 0 O Stock-in-Trade . .. .
N. overdrawn .. . . 250 0 O Debtors .. . .. . .
. —_— 250 0 O Cash .. . o o . .
Creditors . . .e .. .. ..| 1,700 0 o
1,950 0 O

s d
o o
350 o o
o o
o o
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(2)
Dy TRUSTEE'S CASH ACCOUNT. Cr
Receipts. £ s d Payments. £ s d
To Cash . . . .. .. .. 5o o o | By Costs .. 75 0 ©O
. Bcok Debtu . .. . .e .. 700 0 O ,» Creditors, composmon of 158. m the£ 1,275 0 ©
» Machinery, Plant, &c. .. . 400 o o , Balance .. . . . . . 50 0 O
,» Stock-in-Trade .. . . 150 0 O
.» Amount recewed fromM . .. 100 0 0
£1,400 o oi £1,400 0 o
To Balance .. . . . . £50 o o
(3)
Dr. REALISATION ACCOUNT. Cr
£ s d £ s d
To Sundry Assets .. . . . . 1,050 o ©O By Cash . .. . 1,300 0 ©
» Profit and "Loss Account . 650 o ©O
'£1950 0 o | | £1950 o o
 e— — ——
(4)
Dr CREDITORS' ACCOUNT. Cr
!
£ s d° £ s d
To Cash . .e .. . .e 1,275 0 O By Balance .. .. .e .. 1,700 0 ©
. Profit and Loss Account.. . .. . 425 0 O
1£1,700 0 o £1,700 0 o
| i .
(5)
r. PROFIT AND LOSS ACCOUNT. Cr.
£ s d|” £ s d
To Realisation Account 650 o o || By Creditors’ Account . . . 425 O O
. Expenses .. .e 75 o o , Balance, viz.:—
M. .. . .e . £150 0 o,
i N. . 150 0 O
i ————— | 300 0 O
£725 o oE i £725 o o
(6)
Dr M —CAPITAL ACCOUNT Cr.
- - ) — .
£ s d‘ £ s d
To Profit and Loss Account 150 o o By Balance .. .. . 500 0 ©
,» Balance down . . 50 O o‘ ,» Cash Paid to Trustee .. 100 0 O
£600 o0 o ;‘ £600 o ©
o
‘ By Balance down .. . . £450 o o
i
(7)
Dy, ——-CAPITAL ACCOUNT. Cr.
- - - ——— = —— — - _
4L 8 df s d
To Balance .. . .. 250 0 © By Balance down .. . .e 400 0 ©
,» Profit and Loss Account .. . 150 0 o |
£400 o o | £400 o o
P a— e
To Balance down .. .. e ee  «. £300 0 0 ':
| |




CHAPTER XV.

LIQUIDATION ACCOUNTS.

N many respects the accounts in Company Liqui- .
dations follow the lines already laid down by |
the chapter on Bankruptcy and Insolvency Accounts.
The statutory provisions, however, modify these to
some extent, while the right of shareholders inter |
sc—particularly where there is a surplus—claim
special consideration.

|

If the winding-up continues for more than one
year, the liquidator is required by Section 139 of
the Companies Act, 1862, to summon a General
Meeting of the Company at the end of the first year

| and at the end of each succeeding year, or as soon

thereafter as may be convenient, and to lay before
such meeting an account showing his acts and deal-

1 ings, and the manner in which the winding-up has

DIFFERENT CLASSES OF LIQUIDATION.

There are three modes of liquidation applicable
to companies. (1) Voluntary liquidation. (2)
Voluntary liquidation under the supervision of the

Court. (3) Compulsory liquidation.

VOLUNTARY LIQUIDATION.

With regard to the first, it need only be said that
the winding up is conducted by a liquidator
appointed by the shareholders, and that the pro-
cedure is one involving a minimum amount of
formalities. There is no statutory necessity for a
Statement of Affairs and Deficiency Account, or—to
speak more accurately—the late officers of the Com-
pany cannot be called upon to prepare one. When,
therefore, it is thought desirable to compile such a
Statement for the information of creditors, the work

devolves upon the liquidator.

It is usual, but not compulsory, for the liquidator
every time he declares a dividend to forward there-
with an account of his receipts and payments
since the commencement of the liquidation. Such |
account should be as nearly as possible upon the

same lines as similar accounts in Bankruptcy.

been conducted. The account referred to in this
section is an ordinary Account of Receipts and
Payments, no special form being provided.

When the winding-up of the Company has been
completed, the liquidator is required to summon a
final meeting of the Company, and to submit thereto
his final account.
scribed, and it should therefore be upon the same

Again, no special form is pre-

lines as the preceding, save, of course, that as it is a
final account it should show the ultimate disposal
of all monies that have been received. All vouchers
should be produced for inspection. The view is
held in some quarters that the shareholders at this

t meeting vote the liquidator’s remuneration, and that

consequently this item cannot be included in the
final accounts. This is a mistake. The shareholders
are not required to vote the liquidator’s remunera-
tion. It merely rests with them to approve the
account; and if they do so, the approval of the
a whole constitutes of course an
approval of every item contained therein. If they
disapprove, the practical effect is that the final meet-
ing has not been “ held,” and consequently the Com-

account as

pany cannot be dissolved under the provisions of
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Section 143 of the Companies Act, 1862. The " thinks just. Under Section 25 of the Companies
meeting can, however, be adjourned from time to = Act, 1900, any creditor has a like power to apply to
time, to admit of the accounts being amended to the ‘ the Court, should he be dissatisfied with the
satisfaction of the contributories. Beyond this remuneration paid to the liquidator, or with any
purely negative power, the only course open to the other matter arising out of the liquidation.
contributories (or any one of them) is to apply to|

the Court under Section 138 of the Companies Act, The following is an example of a liquidator’s final
1862, when the Court will make whatever order it | account :—

PROBLEM.—The Welsh Mining Company, Lim., goes into voluntary liquidation on the 3oth June 1gor with
Trade liabilities £1,200, Cash liabilities £1,050, Rent owing £75, Wages and Rates £56.
Debentures £2,000. On the debentures six months' interest at 6 per cent. per annum was
due on the date of the winding-up resolution. After a lapse of six months the leasehold
property, &c., are sold for £3,600, and some small rents have come in amounting to £27 10s.,
whilst a minimum rent of leasehold at £150 per annum has been growing due since the date
of winding-up. Make up the Liquidator’s final account, allowing £45 3s. 6d. for Law Costs
and Outlays, and for Liquidator’s remuneration 3 per cent. on realisation, and 2 per cent. on
distribution to unsecured creditors, and show the dividend payable.

THE WELSH MINING COMPANY, LIM. (in Liquidation).

ACCOUNT OF LIQUIDATOR'S RECEIPTS AND PAYMENTS

Dr. To DATE OF FINAL MEETING . 0oettttrereranocaneessncosnsnncennns 1902. Cr.
£ s d £ s d £ sdl £ sd
To Proceeds of Realisation of Property 3600 0 o By Law Costs and Outlays .o . 45 3 6
» Rents Received .. . 27 10 © ” L|qmdator s Remuneration, viz.:—
3,627 10 o 3 % on £3,627 10s. realised . . 108 16 6
2 % on £1,125 distributed .. I 22 10 O
131 6 6
NOTE :— 4 J/ Total costs of Winding-u | o 176 10 ©
(N« ’;P ¢ -(;1), Thf re":'. ?llhf)ug;{; » Preferential and Secured Cre itors :—
not strictly /”f/"_"'" wal, wou Wages and Rates .. . 56 0 o
have to be paid in full before :{)mt‘;:a (one year).. .. .. .. 15 0 ©
N . ebentures .. .. 2,000 0 O
the property could be transferred Debenture Interest (one year) .. 120 0 ©
to a purchaser unencumbered. —————! 2,326 0 o
(2) Interest on debentures would » Unsecured Creditors :— !
run to date of repayment). First and final Dividend of 1o0s. in '
) the £ upon {2,250 .. . | . 1,125 0 ©
| I,
£3,627 10 o | | £3,627 10 o
| e
LIQUIDATION UNDER SUPERYVISION. COMPULSORY LIQUIDATIONS.
So far as the accounts are concerned, the pro-| The procedure when the Court makes an order for

visions here are in all respects the same as in the | a Company to be wound up is entirely different from
case of a voluntary liquidation conducted without | the preceding. In the first place, instead of the
the supervision of the Court, save that the liqui-i liquidator being appointed by the shareholders, the
dator’s remuneration is fixed by the Court, and Official Receiver becomes ipso facto provisional
subject, of course, to any special directions that the liquidator immediately upon the passing of the order
Court may give with regard to the rendering of | for the winding-up. It is the duty of the directors

accounts. to submit to this official a Statement of Affairs,
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prepared iu the prescribed form, which follows very
closely the lines prescribed for Statements of Affairs
in Bankruptcy.
of the and the Deficiency |
Account) is forwarded by the Official Receiver to
every shareholder and every creditor, and it is of |
interest to note that the practice is to include in that!

A printed copy of this statement

{t.e., “front sheet”

form only those items in the prescribed form against
which figures actually appear. That is to say, no
“blank ” included.  The following
example shows clearly the prescribed form, and the
method of filling it up; but for the sake of complete-
ness, every item has been included, even where no
such assets or liabilities arise in the example given.

items are

PROBLEM.—From the following prepare a Statemeit of Affairs and Deficiency Account of A., B. & Co.,
Lim., as on 31st December 1go1, under the Companies (Winding-up) Act, 18go. The
capital consists of 7 Founders’ Shares of £10 each, £5 per Share called up and paid and
20,000 Ordinary Shares of £1 each, all called up :—

£ £

Debtors (Good) e 8,175

” (Doubtful) estimated to produce 50 per cent. 3,160

»  (Bad) 1,874
13,209
Buildings, Engines, &c., valued at 10,672
Unsecured Creditors 10,267
Secured Creditor, holding Mortgage of Bulldmgs, &c 7,175
Partly secured Creditors (security £1,500) 4,203
Liabilities on Bills Discounted (£280 to rank) 1,700
Bills Receivable—£350 valued at 280
Managing Director’s Salary, owing for five months 250
Weekly Wages unpaid 180

Calls on Ordinary Shares unpaid (estxmated to produce

£50)... - 85
Uncalled Capltal——-seven £10 Shares, £s unpa)d 35
Bank Account overdrawn 19

Cash in hand
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In the Diglh Court of Justice.
COMPANIES (WINDING-UP).
IN THE MATTER OF THE COMPANIES ACTS, 1862 to 1898.

AND
* Insert full IN THE MATTER OF * A. B. & COMPANY, LIMITED. ..
name of Com- STATEMENT OF AFFAIRS on the 318t day of December 1go1, the date of the Winding-up Order.
pany. o o (1) AS REGARDS CREDITORS. o .
Gross : e Expected to || Estimated to
Liabilities Liabilities e l Assets | Produce
M;_:_d . Debts and Liabilities, viz.:— _lj o " (@) Property, as per list  H," viz. £s d
(a) U nse cnn d Lrvdxlou, as per (a) Cash at Bankers .. .. .. .. o
11§36 0 o (State number) list A" ol1ossh 0o (0 Cash in Hand .. . .. .. .. 7 0o 0
(by Creditors  fully wcurnl },‘ s d () Stock-in-Trade .. .. ..
(not including Debenture (Estimated Cost, [ : : )
7,175 0 0O Holders) as per list “ B 7,175 0 O () Machinery . .
Estimated value of Se- te) Trade Fixtures, lmmg< Utenﬁllq &c. ..
curities .. .. .| 10672 0 o (/) Investments in Shares, &c. .. .. ..
—_— (&) Loans on Mortgage .. . . .
Estimated surplus 3,497 0 © (h) Other Property, viz. :—
Carried to list “C "’ .
Balance to contra (d) £ 3, 497 o o 7 00
— () Book Dcl)ts, as per list “1," viz, :—
(¢) Creditors par(ly secured, as Good .. . . . . .. 8,175 o ©
4203 0 © per list*C " 4,203 0 O £ sd
Less estimated value of Doubtful.. .. . .o ..| 3,160 0 0
Sccuritics .. .. 1,500 0 © Bad .. . . .e .| 1,874 00
b L ll;Z?tinmtcd (lo ]rlanlk for Dividend .. 2,703 0 O £51034 © 0
(d) Liabilities on Bills Discounted s d e — Q
other than the Company's ‘ Estimated to produce . | 1s8e oo
own ncccpmnccs for value, as (¢) Bills of Exchange or other "similar [ ¢ d
1,790 0 o per list D " 1,700 0 © securities on hand, as per list ** ] "' 350 0 ©O "
Of which it is expccted will rank for Estimated to produce 0 0 0
Dividend 2% o0 o]l @ Surpl;‘:s] lfrom Semlmucs in the)lzlz;)nds of Creditors 3197 ©
< r 3 ully secured (per contra . . ¥ o
(e) Othﬁr Lnabllmes, as per list £ s d (6) Unpaid Calls. as per list K" o £8S o o
Of which h" is expected (;ﬁ"d rank Estimated to produce . . . . ___.’i_o o
against the Assets for Dividen
Estimated Total Assets . 13,589 o o
(/) Loans on Debenture Bonds, 1 s d
as per list “F" deducted £ Deduct Loans on Deb?n,turec "Bonds
contra. . .. . . wcur:(lot:‘r:rtllef)f\ssemo the ompany
as pe a .. .
(g) Preferential Creditors for ! —
Rates, Taxes, Wages, &c.. Estimated Net Assets .. .. .. ..| 1358 o o
as per Im “G" dcducted Deduct Preferential Creditors, as per
180 o o contra. .. 180 0 o contra (g) .. . .. .. .. 18 o o
—— ————|! Estimated Amount available to meet Unsecured
Estimated Surplus (if any) after meeting |£13.519 o o Creditors subject to cost of Liquidation 13,409 0 ©
Liabilities of Company, subject to cost of Estimated Deficiency of Assets to meet Liabilities of]
iquidation . .. the Company, subject to cost o iquidation .. 110 o 0
Liquid pany, subj f Liquid
£23.794 o o £13,519 o o | £13,519 o o
———— —— ——
The Nominal Amount of Unpaid Capital liable to be called up to meet the above Deficiency is £35.
. o (1) AS REGARDS CONTRIBUTORIES. B
Capital Issued and Allotted, viz.: — £ s d £ s d || Estimated Surplus as above (if any) subject to costs £ s d
7 Founders' Shares of £10 per Share .. of Liquidation .. .. . . . o
(7 Shareholders).
Amount called up at £5 per Share, as per
list “L " .. 35 0 o
20,000 Ordinary Shares of £1 per Share ..
(420 Sharebolders).
Amount called up at £1 per Share, as per
list*M " 20,000 0 ©O
...... Preference Shares of I' per Share
(....Sharcholders). .
Amount called up at [ ...... pcr shar(, as
per list ¢ N " .
(@) Add par- ()
ticulars of any [ —
other capital. £20,035 o o
Less UnEaid Calls estimated to be irre-
coverable .. .. .. .. 35 o o
- ——————-/ 20000 0 O X
Add Deficiency to meet Liabilities as above .. .. ] 110 0 © Total Deficiency as explained in Statement “O " | 20,110 o o
I£20,110 0 o] £20,110 o o
ereeieaaien, e Ceereeeeeas coofiiaa.. veen e e e taniieraeeenaer ey make oath and say that the

foregoing Statement and thc several Lists hereunto annexed marked “A,” *“B,” “C,” “D,” “E,” “F” “G,” “H,” “L"” “J,” “K,” «“L,”
“M,” “N,” and .‘8 (,_,)) . are, to the best of my knowledge and belicf, a full, true, and complete statement of the affairs of the above-named

Company, on the..... teeerereaneen day of.ieiiiiiiiieiin TP | , the date of the winding-up order.
SWorn @l o.oviiiiiiiiiii PETPPIN .
in the County o e eaees
this..oooiooaa day of. ........ . STERAtUTe .o ii et e RN

Before me




LIQUIDATION A

List "*A"—UNSECURED CREDITORS.

The Names to be arranged in alphabetical order and numbered consecutively, Creditors for £10 and upwacds being placed first.

NotEs.—1. When there is a contra account against the Creditor, less than the amount of his claim against the Company, the amount of the
Creditor's claim and the amount of the contra account should be shown in the third column, and the Balance only be inserted
under the heading ** Amount of Debt,” thus:— £ s d

Total amount of Claim .. . . ..
Less: Contra Account .. .. .. .. ..
No such set-off should be included in List *1."
2. The particulars of any Bills of Exchange and Promissory Notes held by a Creditor should be inserted immediately below the name
and address of such Creditor.

3. The names of an{ Creditors who are also Contributories, or alleged to be Contributories, of the Company must be shown separately,
and described as such at the end of the List.

‘ ‘ i Date I

No, Il Name Address and Occupation A"‘B‘ég: of when Contracted Consideration
‘ Month ' Year
l | £ s d ‘
I ‘ N
I ' ' : l’
List “B.”"—CREDITORS FULLY SECURED (NOT INCLUDING DEBENTURE HOLDERS).
‘ ‘ ) Date when ‘ X Date | Estimated Estimate|
.\'n.‘ Name of Creditor aml?flccc‘::xe;astion l A"‘ng: of | Contracted ‘ Consideration p";:ill“"f::; of when \g’alue’of b'[':é"l‘:'s
given | Securit; P
' Month | Year | Y| Security
— e e e . e et 4w = - —— - I - ———— o e—— ——— — [ - —
! \ l,{"sdi £ s dp 0 s d
; | A
- '
| | l ! ’ |
|
i i !
! ’ - I ‘ y‘ | !
List “C."—CREDITORS PARTLY SECURED.
(State whether also Contributories of the Company.)
| Month T
Date when .
. . Address Amount of | Contracted I — Particulars of ar)x’d Estimated Balar))cc
No.! Name of Creditor and Occupation Debt Consideration Security x{;;; ‘;2}::::; L,?ll;e[:;:’;‘l
Month I Year given
£ s d l £ s d | £ s d
! l
|
|
\ \ |
| | |
A ) ’ - M2
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List “ D.”—LIABILITIES OF COMPANY ON BILLS DISCOUNTED OTHER THAN THEIR OWN
ACCEPTANCES FOR VALUE.

Whether Amount
N Acceptor's Name, Address, and liable as Date when Amount 1 Holder's Name, Address, and expected to
0. Occupation Drawer or due Occupation (if known) rank for
Indorser l Dividend
|
£ s a ' £ s d

List “E.”—OTHER LIABILITIES.
Full particulars of all Liabilities not otherwise Scheduled to be given here.

. Amount of |  Date when | e:motue':i‘lo
No. Name of Creditor or Address and Occupation Liability | Liability incurred Nature of Consideration |rank against
Claimant or - Liability Assets for

Clalm Month Year Dividend

£ s d £ s d

1

|
|
!
l_

List “F.”—LIST OF DEBENTURE-HOLDERS.

The Names to be arranged in alEhabetical order and numbered consecutively.
SEPARATE LISTS must be furnished of holders of each issue of Debentures, should more than one issue have been made.

Description of Assets over which
No. Name of Holder Address ' Amount Security extends

|
!

List “G.”—PREFERENTIAL CREDITORS FOR RATES, TAXES, SALARIES, AND WAGES.

Period during Date Amount | Amount ‘ Diffe
No. Name of Creditor Address and Nature of Claim | which Claim |  when of payable in | ranking for
P l accrued due due Claim full Dividend

i,

I
|
l
i[sd £ s d £ s d
i
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List *“ H”"—PROPERTY.
Full particulars of every description of property not included in any other lists are to be set forth in this list.

Full Statement and Nature of Property Estimated Cost ESSE;;C; to

(@) Cash at Bankers
(b) Cash in hand
(¢) Stock in Trade, at

(d) Machinery, at

) (e) Trade Fixtures, Fittings, Office Furniture, Untensils, &c.
[State particulars]  (f) Investments in Stocks or Shares, &c.

~

{State particulars] (g) Loans for which Mortgage or other security held

(k) Other Property, viz.:—

List “1.”—DEBTS DUE TO THE COMPANY.

The names to be arranged in alphabetical order, and numbered consecutively.

NoTe.—If any Debtor to the Company is also a Creditor, but for a less amount than his indebtedness, the gross amount due to the Company
and the amount of the Contra Account should be shown on the third column, and the balance only be inserted under the heading
‘ Amount of Debt," thus:— £ s d
Due to Company .. . . .. .
Less : Contra Account .. .o . .
No such claim should be included in Sheet ‘“ A."

-
sx o
< When
Amount of Debt 3 < |
N N f Deb Residence ‘Eg g § g Contracted | Estimated Pulisculars of any
No. Name o tor ? _ S 8 238 - - to ecurities
and Occupation ggf.g} Produce '  held for Debt
Good l Doubtful | Bad 55 §”| Month | Year |
|

"L sd £ sd £ sd . ’ £ s d
J

List * J."—BILLS OF EXCHANGE, PROMISSORY NOTES, &c., ON HAND AVAILABLE AS ASSETS.

[
Particulars of any

Estimated to | Property held as Security
Produce for Payment of
] Bill or Note

Name of Acceptor of Amount of .
No. Bill o N ene Address, &c. ! Bill of Note | Date when due
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List “K.”—UNPAID CALLS.
Con- No. in | No. of Al;\gurlnlt Total Estimated
secutive Share Name of Shareholder | Address and Occupation Shares o Sl? Amount to
No. Register ‘ held per Share due realise
unpaid
i | £ sd i £ sd|£ s 4
i ! I
l
|
| |
i
g ‘
List “L.’—LIST OF FOUNDERS’ SHARES.
Con- Register Nominal i No.of | Amount Total
secutive lfl ¢ Name of Sharcholder Address Amount of Shares | per Share | Amount
No. o | Share held called up | called up
PO S —_— [__ e ' —
’ 1 | | £ sd| £ s d
| | ]
1 ‘
| | ‘ |
| | |
1
l 1
\ ! 1
List “M.”—LIST OF ORDINARY SIIARES.
—— e —— . . - -
Register Nominal No. of Amount Total
No. ' I§o Name of Shareholder Address Amount of  Shares per Share | Amount
| ) Share | held called up | called up
| T i ’} | lgsdi—g's_.u
! . | !
i | i ‘ ;
| ‘ | |
S R N _
List “N.”—LIST OF PREFERENCE SHARES.
Con- Regist ‘ | Nominal No. of Amount Total
secutive ‘ﬁ er Name of Sharcholder Address | Amount Shares | per Share . Amount
No. ©: | of Share held called up ' called up
. S — —
i £ sd £ s d




LIQUIDATION ACCOUNTS.

LIST 0. (1)."

DEFICIENCY ACCOUNT.

(1) Deficiency Account where Winding-up Order made WITHIN THREE YEARS OF formation of Company.

I. Gross Profit (if any) arising fromn carrying on
business fromn date of formation of Company to
date of Winding-up Order .. .. .. ..

II Deficiency as per Stat 1t of Aflairs. . ..

Total amount to be accounted for )

NoTtes.—(?) This list must show when debts were contracted.
(*) Here add particulars of other losses or expenses (if any)
and liabilities (if any) for which no consideration received.

(*) These figures should agree.

(*) Where particulars are numerous they should be inserted

in a separate Schedule.

Each Sheet must be signed and dated thus . —

I ry
| . . 4
I. Extpenses of carrying on business from date of «
ormation of Company to date of Winding-up
Order, viz.:—
s d |
Salaries and Wages .. .. 2,500 0 O |
I Rent, Rates, and Taxes. . .. | 1,000 0 O
Miscellaneous Trade Expenscs ! 288 o o !
Depreciation _written  oft in !
Company's Books .. .. 10,000 0 O
Interest on Loans .
-_— 13,738
|
II. Bad Debts (if any) as per List “L” () .. .. | 384
|
II1. Dircctors' I'ees from date of formation of Company |
| to date of Winding-up Order .. . .. ! 1,250
[ IV. Dividends paid (if any) from date of formation of
|| Company to date of Winding-up Order .. 2,000
| )
| |
| V. Losses on investments realised  from date of
; formation of Company to date of Winding-up '
| Order (exclusive of depreciation written off as
above), vie. (M) .. .. . .. .. e
|
1
fvr Depreciation on Property  not written off in |
Company's Books, viz. (1) .. . .. ..
|
; VIL. Other Losses and Expences (if any) (4) frem date |
of formation of Company to daté of Winding-up !
Order, viz. (') .. .. .. .. . .
sl
VIIL Unpaid calls .. as per List * K" ! 85 0 o |
. Less: Amount taken i
| ;:rcdithfor in]
| rontshect as -
! estimated to do. S0 00
, be renliﬁcd)
‘ therefrom
|
i Balance estimated as irrecoverab .. 5 o
1
'I . Total amount accounted ., ool £21,377 o o
Signature....................... Cereeeieeiiaa
Dated........co.ooviiiiini.l. ve00selGO
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LIST “O. (2).” DEFICIENCY ACCOUNT.

(2) Deficiency Account where Winding-up Order made MORE THAN THREE YEARS AFTER formation of Company.

£ s d
1. Excess of Assets over Capital and Liabilities on I. Excess of Capital and Liabilities over Assets
the (1) day of 18 (if . on the (1) day of 18
any) as per Company's Balance Sheet .. .. X (if any), as per Company's Balance Sheet ..
I1. Expenses of carrying on business from Ihe;
(U] day of 18 |
viz.:—
1 £ s d
Salarics and Wages . -
| Rent, Rates, and Taxes .. .. |
fiscell Trade Expenses. .
I1. Gross profit (if any) ari ing from carrying on busi- Misce :,m(,:ous l:a ITe 1
Depreciation written off in Com- \
ness from the (1) day of 18 pany's Books .. .. .. I
Interest on Loans .. . . l }
|
|
I11. Bad Debts (if any) as per List “L” (3).. .. ‘
IV. Dircctors’ Fees from the (1) day '
of 18 .o .o .
111. Deficiency as per St of Aflairs
V. Dividends paid (if any) since the (1)
i day of 18 .. . ..
;
VI. Losscs on Investments realised since the :
X U] day of 18
' exclusive of Depreciation written off asabove, '
. . viz. (4).. .. . .o .. . .
(Note the difference here, as compared with
Form “ 0. (1).” At the date of its formation VII. Depreciation on Property not written off in
a Company has neither Assets nor Liabilitics Company's Books, viz. (4) e e e
(although of course it may subsequently adopt
liabilitics incurred before that date) ; if, how- VIIL  Other Losses and Expenses (if any) (9) since
the (1 day of
ever, the account does not date back to the date xsc o viz. @) aye
of registration, a starting balance must be '
taken into account, as in the Bankruptcy Form, d
. | i S
which sec.) ! IX. Unpaid calls .. as per List *“K.”
Less: Amount taken credit for !
in front sheet as esti-
mated to be realised |
therctrom, as per List |

Balance estimated as irrecoverable

Total amount to be accounted for . SO £ Total amount accounted for .. O £

Notes.—(!) Three ycars before date of Winding-up Order.
(3) This List must show when debts were contracted.
(3 Herc add particulars of other losses or expenses (if any) and liabilities (if any) for which no consideration received.

") Where particulars are numerous they should be inserted in a separate Schedule.
(") These figures should agree.
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List ©* P."—IN SUBSTITUTION FOR SUCH OF THE LISTS NAMED “A" TO “O" AS
WILL HAVE TO BE RETURNED BLANK.
l S - Remarks -
List Particulars, as per Front Sheet of Hertyno particulars are entercd om any one or more
O articuies List or Livs thus e shamarr® e
A Unsecured Creditors ..
B Creditors fully secured (not including debenture-holders) ..
C Creditors partly secured
D Liabilities on Bills discounted other than the C y's own acce}
for value . . . . . . . .
E Other liabilities ..
F Loans on Debenture Bonds
G Preferential Creditors for rates, taxes, wages, &c. ..
H Property .. A
1 Book Debts
J Bil's of Exchange or other siwmilar securities on hand
K Unpaid Calls
L Founders' Shares .
M Ordinary Shares
N Preference Shares
o Deficiency Account

Meetings of creditors and of contributories respec-
tively are convened by the Official Receiver, and at
these meetings the permanent liquidator of the
Company is appointed. If the creditors and con-
tributories do not agrec upon a liquidator, the Court
makes the appointment. An Official Receiver may
Le permanently appointed as liquidator. The
accounts to be kept by the liquidator in a compul-
sory liquidation are upon the same lines as in bank-
ruptcy. That is, they are restricted to an account

SIERALUIE. .. oot iiiiii ittt reaeeee

of cash receipts and payments, kept in the pre-
scribed form, and supplemented by a Trading
Account where the business of the Company is
carried on pending realisation. As in bankruptcy,
the liquidator is required to pay all monies received
into an account opened for that purpose at the Bank
of England, unless special leave has been given for
an account to be opened at a local bank.

The prescribed forms of Cash Book, Cash
Account, and Trading Account are as follow:—
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ADVANCED ACCOUNTING.

EXAMPLE :

Companies (Winding-up) Act, 189o.

IN THE . _ __ _ COURT.

Companies Liquidation No. cof 1o

CASH BOOK.

In the matter of . ___
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LIQUIDATION ACCOUNTS.

COMPANY'S CASH BOOK.

PAYMENTS.

Total

d

£ s

(pa1 u1) 'soy 13yono

Particulars

Date

RECEIPTS.

$1d1903y 1210

s d

Calls

£sd

Receipts
from
Securities
held by
Creditors

d

£ s

Property
Realised

d

S

£

Debts
Collected

Drawn
from
Bank

Total

Date | Particulars

L eft-hand side.)

PAYMENTS.

| -

_ siuawied 19410

|

s d

£

. $311030q11U0D) 03 siusuileday

m pied spuapiaiq

[Right-hand side.

S3NIN23G
wadpal 0} syudwleg

ey
PUE SI011p31)) [eNUIRYa1g

uotssassod 3urpnpouy
| ‘sasuadxy [ejuapiouj

Jadeq [eso0
PU® 27723509 Ul S9ONON

PoXel Se °213 ‘INLIM
pueyqiIoys ‘JuejUNOIdY
‘I3uondny jo sadiey)

sau10InquIu0)
01 pied Jo puapial(q
ur pAaANQLISI JuUnowy
PUE ‘pasi[eay siassy uo
‘UI0)) $,19A1329) [RIOFO

loyepinbip
pue 193euepy
Jo uonelsuNWay

Costs of Realisation

19p10 dn-Surpuipy
133je S350) Me]

uonnad jo siso) mey

$334 310D
pue ape1] jo pieog

£ sd £ sd £sd £ sd|fsd £sd|fsd|£sd|fsd £sd|lfsd|lLfsd

Paid into
Bank

s d

£
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EXAMPLE :
Cash Book THE COMPANIES (WINDING-UP) ACT, 189o.
Filing Copy }
In the Court
In the matter of No. of 1
CASH BOOK.
—_—— ' — ‘
Date Receipts ‘ Total IEE:E ' Date \ Payments | Vo;%l.ier Total Pi,i: into

£sd!£sd

|
|
|
|
i
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EXAMPLE :
No. 8.

LIQUIDATOR'S TRADING ACCOUNT.

the name of
the Company.

Insert here }

the name of

Insert here
the Liquidator. }

the Liquidator of the above-named Company in account with the Estate.

[sEE OVER.
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174

RECEIPTS

Dr.

‘SS0J0% UeIAM ©q jJOU p[noys puw ‘JUIPUlq JO) POAJSSSI sy ujfrewr syyL

DATIL




175

LIQUIDATION ACCOUNTS.

Cr.

PAYMENTS.

DATE

"88040% UO})IA eq jou pinoys puw ‘Sujpulq J0j PEAISSSI 8] UAavWL ey,

.. Liquidator.

(f)al.')...................‘........
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RETURNS TO BOARD OF TRADE.

Under Section 15 of the Companies (Winding-up)
Act, 1890, every liquidator is required to forward to
the Board of Trade a Statement of Accounts in con-
nection with each company of which he is the
liquidator, whether it be wound up voluntarily or by

order of the Court, both at the conclusion of the
liquidation and at the end of each year during which
the liquidation continues. The prescribed forms are
given on the following pages, and will be readily
understood.
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EXAMPLE :
No. 175.
No. of ) - - .
Company ]

Form of Statement of Receipts and Payments and General Directions as to Statements.

(1) Every Statement must be on sheets 13 inches by 16 inches.

. (2)) Every Statement must contain a detailed account of all the liquidator's realisations and disbursements
in respect of the Company. The Statement of Realisations should contain a record of all receipts derived from
assets existing at the date of the winding-up order or resolution and subsequently realised, including balance in
Bank, Book Debts and Calls Collected, Property Sold, &c.; and the account of disbursements should contain all
payments for costs and charges, or to creditors, or contributories. Where property has been realised, the gross
proceeds of sale must be entered under realisations, and the necessary payments incidental to sales must be entered
asdisbursements. These accounts should not contain payments into the Companies Liquidation Account or
payments into or out of Bank, or temporary investments by the liquidator, or the proceeds of such investments
when realised, which should be shown separately :—

(a) by means of the Bank Pass Book ;
(b) by a separate detailed statement of moneys invested, and investments realised.

Interest allowed or charged by the Bank, Bank commission, &c., and profit or loss upon the realisation of
temporary investments, should, however, be inserted in the accounts of realisations or disbursements, as the case
may be. Each receipt and payment must be entered in the account in such a manner as sufficiently to explain its
nature. The receipts and payments must severally be added up at the foot of each sheet, and the totals carried
forward from ome account to another without any intermedia’e balance, so that the gross totals shail represent the
lotal amounts received and paid by the liquidator respectively.

(3) When the liquidator carries on a business, a Trading Account must be forwarded as a distinct account,
and the totals of receipts and payments on the Trading Account must alone be set out in the Statement.

(s.) When dividends or instalments of compositions are paid to creditors, or a return of surplus assets is made
to contributories, the total amount of each dividend or instalment of composition, or return to contributories,
actually paid, must be entered in the Statement of Disbursements as one sum; and the liquidator must forward
separate accounts showing in lists the amount of the claim of each creditor and the amount of dividend or
composition payable to each creditor, and of surplus assets payable to each contributory, distinguishing in each list
the dividends or instalments of composition and shares of surplus assets actually paid, and those remaining
unclaimed. Each list must be on sheets 13 inches by 8 inches.

(5.) Credit should not be taken in the Statement of Disbursements for any amount in respect of liquidator's
remuneration, unless it has been duly allowed by resolution of the Company in general meeting or by order of
Court.

LIQUIDATOR'S STATEMENT OF ACCOUNT.

Pursuant to Section 15 of the Companies (Winding-up) Act, 18go.

Name of Company _

Size of Sheets

Form and con-
tents of State-
ment

TradingAccount

Dividends, &c.

Nature of proceedings (whether wound up by )
of ;.

-

the Court, or under the supervision
the Court, or voluntarily)..

Date of commencement of winding-up___
Date to which Statement is brought down

Name and Address of Liquidator

This Statement is required in duplicate.
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LIQUIDATOR’S STATEMENT OF ACCOUNT
REALISATIONS
Date Of whom received Nature of Assets Realised Amount
£ s d

Carried forward

Brought forward ..

This margin is reserved for binding, and should not be written across.




This margin is reserved for binding, and should not be written across.

LIQUIDATION ACCOUNTS. 179
pursuant to S. 15 of the Companies (Winding-up) Act, 18go.
DISBURSEMENTS.
Date ' To whom paid f Nature of Disbursements Amount
i | o £ s 4

Carried forward ..

Brought forward

* Nore.—No balance shonld be shown on this Account, but only the total Realisations and Disbur
be carried forward to the mext Account.

which should

[(TuaN QvER]
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ANALYSIS OF BAILANCE.

£ s d
Total Realisations . e .. .. .. . " "
. Disbursements .. . " "
Balance .. " "
The Balance is made up as follows:—
1. Cash in hands of