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Introduction

This little book was prepared to place at the diaposal
of the student of bookkeeping the general principles and
rules nesded to make intelligible the bookkeeping work.

A set of books in any business should be planned for
a purpose. Emnowledge of the end sgought is essential to a
single-minded effort to attain that end. The Yusiness
man views a set of books as g0 mueh machinery for the col-
leetion and classifyving of the vital faets of his business, for
his guidance, The accountant plans the books 8o as to meet
the business man’s requirements. It is hoped that refer-
ence to the following pages, during the student’s progress
through the bookkeeping work, may enable him to take
the attitude of the accountant, looking beyond the neces-
sary details of entering, posting, and filing, to the general
plan and purpose.

From the seeounting standpoint, all sets of books
have a likeness in certain partieulars. In other particu-
lars there is dissimilarity. We shall begin by referring
to the matters which all ordinary bookkeeping systems
have in eommon.

The first record which is similar in every business is
the statement of assets and labilities showing the net
worth. Such a statement is necessary before opening a
set of books, in order that the standing or finaneial
strength may be made a matter of record.

After the business operations are under way, at regu-
lar intervals of time similar statements are made showing
the changed values of the items of assets and lishilities,
and the resultant changes in the net worth. Thesge finan-
cial statements thus afford a picture of the history and
progress of the husiness through a period of years, with a
definite anslysis of the condition of the business at the
close of any given accounting period,

After the first statement iz made, the items compos-
ing the statement are transferred to the ledger, each item
under its proper heading, or aecount title, and each -ae-
count showing the amount{, During the aecounting
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period, or interval between statements, the additions to
o1 deduetions from the several accounts of agsets and lin-
bilities are entered in the ledger, so that the accounts
show, at the end of the period, the amounts to be trans-
ferred to the following statement.

The accounts that make up the net worth of the busi-
ness are called Real aceounts. The rules observed for
keeping them properly are the same in any business, and
may be learned once for all. On the following pages, 11
to 48, the financial statement and the real accounts are
discussed in detail.

In pddition to the statement of finanecial condition
referred to, & statement of profit and loss is made at the
end of the aceounting period. The latter statement does
not show any existing property or debts, but merely class-
ifies the sources and amounts of incomes and expenditures.
The difference between the total incomes and expendi-
tures is either the net profit or the net loss of an aceount-
ing period. The net profit or loss agrees in amount with
the increase or decrease in net worth shown by the finan-
cial statement made at beginning and end of the account-
ing period.

The varietiea of incomes and expenditures shown in
the profit and loss statement are given ledger aceounts
where the amounts are entered as received or expended,
under the proper headings, until, at the end of the ae-
counting period, the totals ave trapeferred to the profit
and loss statement., The accounts making up this state-
ment are called Nominal aceounts and represent no value
exeept a8 summaries of results, The profit and loss state-
ment and the nominal seeounts are discussed on pages
48 to T0.

Every set of double entry books should be so con-
structed as to exhibit the elements making up the net
worth in the real accounts and the elements making ap
the net profit or loss in the nominal accounts. The fore-
going are essentials in opening and operating any double
entry set of hooks, and if clearly in mind, eomprise a suffi-
cient basis for debit and eredit.
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After the ledger plan, which follows mmuch the
game order in &oy business, is clearly in mind, the prinei-
pal. and by far the most extensive study in bookkeeping
will be the methods of recording transsetions and’ opera-
tions preparatory to transferring their amounts to the ac-
eounts, Different businesses require books in great var-
iety of form to aceommodate suitable and econcmieal
original entries, You may have the ledgers planned on
the same outline for a grocery store, a printing establish-
ment, 8 hotel, & coal vard, and a farm. But the details
of these separate businesses are ao diverse that the books
of original entry will be very dissimilar in form. This is
not becanse the general results sought differ, but hecanse
each kind of businesp requires first records peculiar to
iteelf. Thus a limited cash business might find a eash book
sufficient for all original entries; o limited eash and eredit
business might find a journal all that ia needed, or more
frequently a journal and & eash book; s business may
have snfficient diversity of routine entries fo require a
dozen or more different books of original entry. Each
type of business must be studied individually to deter
miine the number and form of books of original entry
suitable for its records. General suggestions about books
of origival entry are given on pages 126 to 152, hut the
maore specifie details necessary in each instanee sre to be
found in the various units of work comprising the Ameri-
can Bookkeeping Series,

A sueeessful bookkeeper should be able to read the
ledger after he has posted it, aud to keep in touch with
the tendencies of the busiress as reflected in the aceounts.
He should instinetively obgerve failures and shortcomings
in the books ag & mugician detects false notes in a musieal
scale, Buggestions sbout examining books are given on
pages T0 to 106.

The anthor of this volume has used due diligence in
gathering here matters of acconuntaney in convenient form
to be conaulted by the beginner in bookkeeping. Our pur-
pose is to present- these maiters briefly vet with enough
completeness for practical purposes.
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lnhoductofy Definitions

The pecuniary records for business purposes are pre-
pared by bookkeepers, aceountants and auditors. Though
the three divisions of work indieated by these names are
(uite distinet in extensive and highly organized business.
the bookkeeper under average conditions is also some-
thing of an accountant and auditor so far as his immed-
iate work is concerned.

1. Accounting is the art of exhibiting the com-
ponent parts of a business *organization through their
expression in aceounts, which are formed, continued and
closed in seeordance with well defined prineiples and
rules,

An accountant arranges and prepares a bookkeeping
system adapted to the needs of a given business, and de-
rives from the system an accumulation of guiding facts,
for the benefit of the business organization. He is the
architect of the bookkeeping strneture.

2, Bookkeeping is the art of recording business
trangactions and operations.

There are two principal phases of bookkeeping: (1)
the preservation of a true business history of some cer-
tain Peoncern : (2) the classification of the items recorded
in such a way as to show the receipts and disbursements
of cash, and the cost and yleld of the other component:
parts of the given concern.

A bhookkeeper, as such, should know: (1) how to
record all transactions that oceur in a given business;
{2) how to post all entries to the proper aceounts; {3)
how to show the condition of any account, by means of *
a statement; {4) how to verify his work by a trial.bal-
anee; (B) how to preserve ®*vouchers relating to his
records.

3. Anditing is the art of examining books, records,
accounts and the business interegts with a view to dis-
covering the actual conditions.

An anditor iz employed, ordinarily, (1) to detect
frand: (2) to prove the mechanieal and mathematical
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aceuracy of books; (8) to discover points in which the
books do not econform with the principles of account.
aney; (4) to exhibit the true condition of a business;
(5) to make reecommendations with a view to improve.
ment,

4. Business, in the commereial sense of the term,
means the various processes by which *utilities are ex-
changed or otherwise -operated upon, with a view to
profit,

A private business organization is formed for the
purpose of buying or securing certain utilities, combining
these into a new utility, and selling the utility thus pro-
duced. Organizations for the transaction of publie
business render various services to the publie, and are
maintained from the colleetion of *revenues,

Every husiness man should koow enough about
arepunting, bookkesping and auditing, to construct &
useful account analysis, to make or oversee the making
of good records, and to devise an adeguate proof of the
relisbility of his own books. He ghould alse be able,
when called upon, to take charge of the *finances of a
society, ehureh, school distriet, township, county, eity,
atate, er nation, or of emergency undertakings.

6. Exchanges in business sre of two kinds: (1)
transactions—the exchanges between persons, as in buy-
ing and selling or in collecting and paying accounts;
{2) operations—the change in the conditions of values
within & business; as, for example, the manufaeture,
eolleetion and distribution of *commodities.

6. Entries, Every exchange involves a book entry,
which is a record of the faets about the exchange and an
" indication of the compoenent parts of the business affected
by the exchanpge. The records of the faets about ex-
changes are called the memoranda; the names of the
component parts affected by the transactions are called
the secount titles.

7. Books used in bookkeaping are of two general
kinds: :



