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PREFACE

The plan of teaching bookkeeping with business papers is o very popular one amd
must continue to be the favorite plan for those who wish the course to give the student,
in addition to a knowledge of the prineiples of accounting, & familiarity with the ma-
terials and the methods of o modern business office,

There are in general two schemes for teaching bookkeeping by the individual “busi-
ness practice” plan,  The one scheme involves the use of business papers solely to accom-
pany and illustrate the transactions get forth in the text. The other uses the business
papers as the basis of the student’s entries in his books.

Thereis a vast difference between these two plans.  The former plan makes the business
papers a subordinate and auxiliary feature of the work that can be and often js slighted
if not absolutely ignored. The latter plan makes the business papers the foundation of
the course, The papers come to the student just as they come to him in business; from
the data upon them he construets his bookkeeping entries; and they are then systemati-
cally filed and become a part of the records, Thus business papers, a knowledge of which
ig in itself of value, constitute the central feature of the eourse, and the student, through
receiving them, making his entries, and disposing of them, is taught business procedure,
aceounting, and office methods,

The plan of using business papers as the basis of the presentation of the transactions
is the one which is followed in the business practice sections of Lyvons' BooKKEEPING
and these business practice seetions constitute the greater part of the course.  The trans-
actions are not mercly flustrated by business papers, but they are based upon business
papers.

Preceding each of the prineipal sets using the business papers, a shorter seetion of the
book, in which papers are not used, is devoted to a treatment of the accounting prineiples
which will be involved in the work which is to follow. Thus, the student attempts no
work whatever in “business practiee” until he has mastered a short chapter without
business papers in which he studies accounts and journalizing, and learns how te post
and take a trinl balance. Again, before taking wp the work of the second principul set,
he studies in a separate chapter, no business papers being used, the new accounting features
which he will use in the sceond praetice set.  This plan of teaching accounting prineiples
in separate chapters preceding the business practice sections dnd without the business
papers, presents two distinet advantages:  first, the student is enabled to coneentrate
upon the study of the accounting principles without any distraction, until he gets a thor-
ough inteliectual knowledge of the principles studied; second, the accounting principles
being intelleetually sequired when the student takes up the “business practice,” the
work of familiarizing the student with foris and drilling him in the bookkeeping operations
ean proceed without interruption.

The student will find overy step explained in detail both as to the principle involved
and the procedure followed. Every diffieulty is anticipated.  There aro no pitfalls—
no ambiguities.  We have avoided the introduction of puzzles and conundroms,  The
pupil has the right to know what every proposition iz, and this right is respected through-
out—he is not left to guess the intent of the authors. Nor i it presumed that he knows
any of these things wlich he cannot know without schooling or business experience.  The
book was written for beginners and it is felt that it meets fully the requireents of such
1 text book,
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PREFACE TO EDITION OF 1913

Bookkeeping has heon called “applied arithmetie,” and for years there has been a
growing tendeney to teach bookkeeping from its arithmetical side. The Edition of 1013
recognizes the truth that an account is nothing more nor less than a formal statement
of & proposition in arithmetie, and that the mmpl(- amd only proper method of account
study is thut which approaches the account from its arithinetical side. The account is,
thercfore, approached in this way in the Edition of 1913,

Tt has not been considered sufficient to eall attention, through footnotes and in other
ways, to the analogies between bookkeeping and arithmetic, The first 70 pages of Lyons’
Bookkeeping have been entirely remade in order to worle out the arithmetieal approaches
to the different accounts and statements in practical detail.  Preceding the study of each
account and each statement the student is piven a list of problems in arithmetic which
lead him into an understanding of the theory of that aceount or statement before
he undertakes the study of it as bookkeeping, Thus the pedagogical prineiple of going
from the known to the unknown is made fully available, and the problems themselves
are made an integral part of the eourse, and not supplementary.  Students will not secure
the benefits of this earcfully devised unfolding of the subjeet of bookkeeping, however,
unless teachers fully grasp the pedagogieal idea underlying it. Treated as supplementary
work merely, these problems will fail of their purpose.

Up to page 179, the Edition of 1913 differs in no respect from the original edition,
except for the inclusion of the groups of problems found on pages 6, 10, 14, 16, 19, 22, 25,
27, 31, 34, 64 and 66, These problems hove added eight pages to the length of the L-uak
bnit thoy have been put in where they belong without the change of a word or figure else-
where,

The last set in the book (the Dry Goods set) has been changed so as to require the
use of the separate merchandise accounts instead of one general account enly. These are
the Mise. Sales, Mdse. Purchases, and Mdse, (Trading) Aceounts. The Bales Book and
the Purchiase Book are both used in this set, thus making a complete elassification of original
entriez alfeeting the merchandise aecount. It has seemed desirable to observe the same
classification in the ledger accounts.

A clear statement of the extent of this revision has been thought necessary for the
information of teachers who are using the original edition, who are assured that no con-
fusion ean result from the use of the two editions in the same elass aside from the minor
detail of the difference in paging.




LYONS’ BOOKKEEPING

CHAPTER 1
ACCOUNTS

Bookkeeping is the science of making n systematic record of business transactions
in books.

A Set of Books includes all the hooks necessary to contain the reeords of the trans-
aetions of a partienlar business. This ineludes books of entry, books of memorandum,
and books of account.

The Purpose of hookkeeping is to ennble those interested to aseertain at nny time
the eondition and progress of the business,

The Condition of the business is its net worth. This is shown by seeounts. The
condition of a business in its different parts is shown by separate pecounts.  These
accounts, taken together, show the condition of the husiness as o whole.

The Progress of the business is its net gain or loss,  This also is shown by ageonnts.
The separate losses and gains are shown by separate accounts.  These separate losses and
gains, taken together, exhibit the total loss or gain of the business, The total loss or gain
for a given period of time can also be found by comparing the condition, or worth of the
business at the end of that period with the worth at the beginoing of the period.

An Account is a list of items of a eertain kind, grouped together uoder one head in
order to show a result of some one part of the business,

The Cash nocount shows all receipts and payments of cash,

The Notes Reccivalde noeount shows all notes of othor persons reecived and disposed of,

The Noter Pagable account shows all our notes issuod snd redeemed.

A Personal aceount shows all tronsactions with s given person oo g

TFhe Real Estate secount shows all real estate bought anid sold,

The Merchandize account shows all merchandizse bought and sold.

The Ezpense account shows all costz of expense items. (and returns, if any).

The Interest account shows all losses and gains from interest.

The Proprictoe’s aceount shows all investinents and withdeawids by Ahe proprietor.

The Lows and Goin aeeount shows Lhe separato lisses and guins,

Al g0 on,

Some accounts exhibit, by their results, the condition or worth of the different parts of
the husiness,

The result of (he Cash aecount shows the amount of essh on hand.

The result of the Notes Receivable account shows the amount of notes sl acceptances on hand,

The result of the Notes Pagalle account shows the notes payable outstanding againgt the business,

The reaull of & Personal account shows how much the person owes the business or how much the
buginess owes him.

The result of the Praprietor's account shows how much the business owes to the proprictor,

And s0 on.
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i : ACCOUNTS

Some aceounts show, by their results, the progress of the business as to loss or gain.

The result of the Real Estafe account shows how much the business has lost or goined on real estate.

The resalt of the Merchandise account shows how mueh the busines: has lost or gained on mer-
chandise,

The result of the Expense account shows the ammint of loss for expense items.

The result of the Inferes! aceount shows. the loss or gain from interest.

And 20 on.

The Ledger is the book of accounts.  The items belonging to each neeount are clas-
sifiecdd in the ledger, ench under its proper heading,

Beginning with the Cash Account, on page 7, are given descriptions of ten of the
principal accounts usually found in a ledger.

CASH PROBLEMS

1. During January, 1913, 1. M. Libby took in £1,217.50 in cash and paid out 8025.78 ensh. How
mueh cash did ke have left on January 317

2. During February, 113, L. B, Sione reccived in eash the following amounts: $24.65; 852.73;
$102.50; $73.40; $10.75; 33256, He paid out cash during February as follows: £10.50, $72.60; $83.47;
$55.20; 884.75; 84201, HMow much eash did he have leit on February 287

3. ). ML Smith's cash transaetions during March, 1913, were us follows: Mar, 1, received $15.26;
Mar. 2, paid out $5.72; Mar. 4, received 210005 Mar, 8. paid out $4.73; Mar. 10, received $5.53: Mar,
14, reccived $4.50; Mar. 17, received 25.73; Mar. 21, paid out $11,54; Mar, 23, received $25.42; Mar.
30, paid out 33.75. How much cash did he bave left on Mar. 317

4. Btate in writing, in your own words, how you find the amount of eash a person has on hand if
you know what his receipts and payments of eash have been,

B. I . Green hegan business with $20.50 in cash on April 1, 1913, During the month he took
in 827683 in cash, und paid cut eash 25780, How much eash did he have on April 307

6. On DMay 1, 1913, C. W. Barnes began business with £53.47 in ensh, s ensh roccipta during
the month were ns follows: §5.25, $10.72, §32.564, £31.24, $35.04, §13.21, $14.72, 817.50. Tfis cash pay-
reents during the month were: $4.25, 5]?,.‘il‘r, £3.73, §14.52, 22114,  How puch did he bave on hand at
the end of the month?

7. Ralph M. Cray began business on June 1, 1013, with $40.72 in cash, e reccived and paid out
during the month in cash as follows: June 2, received $10.25; June 3, paid out $28.75; June 7, received
$32.00; June 16, paid out $34.50; June 22, reccived £24.35; June 290, received £1.23, How much did
he have on hand June 307

8. A, L. Black began business on July 1, 1913, with $30.00 in cash. During the month of July
hiz eash receipts and payments were as follows: July 3, received £5.67; July 5, received $8.02; July 8§,
paid out $5.005 July 8, received $1L25; July 12, paid out £5.50; July 12, received 6.25; July 15, received
£7.50; July 18, paid out $4.25; July 19, paid out 23.27; July 20, reccived $22.50; July 21, paid out 83,85,
How much eash did he have on hand on July 317

9. State in writing how you would find the amount of eash a person has on hand if it i known (a}
How mnech eash be had at the time of beginning business; (b) What his receipts of cash have heen sinee
then; (¢) What his payments of cash have heen since then.

10, A. L. Black bad on band Aug. 1, 1003, the same zmount of cash as he had on Jul_-_r a1, ag deter-
mined in problem 8. During August he ;m:mvad cash totaling £342.63, and paid out m}n totaling
222347, How much did bhe have on band on August 317

11, On September 1, 1013, A. L. Black had on hand the same amount of eash as he had on Aug, 31,
His receipts and paymentz of essh during the month were az follows: Sept, 2, reccived $10.25; Sept, 3,
paid out 82.24; Sept, 6, received $17.65; Sept. 8, paid out §4.50; Sept. 10, reccived £23.75; Bopt, 15,
recoived $1.72; Sept. 16, paid out $4.53; Sepi, 18, paid opl $4.50; Sept. 21, reccived $43.25; Bept, 22,
puld cut $2.50; Sept. 23, paid cut $2.50; Sept. 24, paid oot $2.50; Sept. 25, paid out $2.50; SBept. 26,
received :IZH'].'I; Hept. 27, paid out #2250, How mu(:}. cash did he have on Sept. 307

12, A, L. Black had the same amount of cash on Oct, 1, 1814, as he had on Sept. 30, but during
October he took in 8252.70 in cash from sales of merchandise, received £150.00 in cash from persons




THE CASH ACCOUNT 7

who owed him, found & 810,00 gold piece, paid £100.00 in eash to people whom he owed, paid $220.25
for expenses, and through his eashier's mistake in making change lost $2.00 eash. Heow much eash did
he have on Oct, 317

13. State in writing how to find the amount of cash a person has on hand if vou know: {3} How much
he had en band at the beginning of the month (or other period); (b) How much cash he has received
during the month (or other period); (e} How much eash he has paid out, lost or otherwise disposed of
during the month {(or other period).

THE CASH ACCOUNT

Purrose: To show the receipts and payments of cash,

“Mernon: Debit the account when eash is reeeived,  Credit the account when cash
iz paid out.

Resvrr: The difference between the two sides is the amount of eash on hand.

| ILLwsTRATIVE EXERCISE:

1

Sept. 1.~ Received cash from H. M. SBtrong, the proprietor, $2,000.00.
2. Paid cash for merchandise, $750.00.
3. Paid rent for September in cash, $50.00.
4. —Received eash from sales of merchandise, $60.00.

5. Paid cash for our note due to-day, $230.00.
6. Received cash- from John Doe on account, £23.50.
8. Pnid janitor’s wages in cash, $7.50.
9, Reeeived ecash for house and lot, $4,000.00.
10. Paid eash to Richard Roe on aceount, $100.00.
‘11. Received ecash for interest on n note, $10.50.
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8 ACCOUNTS

Note that the account is divided into two parts, the left-hand side and the right-hand
gide. By universal custom, these two sides are called the debit and eredit gides (abbrevi-
ated Dr, and Cr.). The left-hand side is called the debit side.  The right-hand side is
called the eredit side.  All receipts of cash are entered on the debit side, and are ealled
debits; when such entries are made, the cash necount is said to be debited or “charged.”
All payments of cash are entered on the eredit gide, and are called eredits; when such
entries are made, the cash neeount is said to be eredited.

Each side contains columns for date, explanation, folio, and amount, as shown in the
illustration. The explanation column and the folio column, in the illustration, are left
blank; the purposes of these eolumns will be explained later.

Traee the transactions from the flustrative Exereize to the Hlustration.

The heading “Cash™ is written on the line above the horizantal ruling at the top.
It is written in o plain, bold hand, somewhat larger than the writing used in the body
of the account.

It may pssist the student at first to write the abbreviation "Dr.” aboeve the year date om the lefi
hand side gnd “Cr.” above the year date on the right-hand side, writing in 2 small, neat hand. This is
not # customary practice, however, and should be diseontinued nz soon ns the studont beeomes familinr
with the use of the debit and eredic sides,

ExXPLANATION:

Sepl. 1, 19—, Cash is received,  The date is entered in the date column on the debit
side, the vear date being placed just above the horizontal riling at the top of the necount.
The amount is written in the money column.  The ecent spaces are left blank when the
amount is in even dollars,

Sept. 2, 19—, The date and amount of the cash paid out are entered on the eredit
side in the proper columns.  The year date Is placed just above the month and day, as
before.

Trace through the rest of the teansactions,

How much eazh has been received?

How much eash has been paid out?

How much ecash remaing on hand?

Is it ever possible for the credit side of the cash account to be the larger? Why?

To BALANCE THE AcCOUNT

The account is now to be “halanced'; 1.0, ruled up with a balanee so that the amount
of cazh on hand may be seen at o glanee,

1st.  Ascertain the amount of the balance by subtracting the smaller from the larger
side.

2d.  Write this balance on the smaller side in red ink, dating it.  Assume, for the pres-
ent, that the date of balaneing is Sept. 30.  Write the explanation “Balance’ in the expla-
nation column, and place a check mark in the folio column.

3d. Tule a single red line underneath the lowest item on the account. This line is
ruled seross the money column enly.  Rule a single red line across the money column of
the other side, on the same line.



