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PREFACE

In response to numorous requests 4o the National Coal Asso-
ciation for suggestions and more detailed forms than contained
in the “Report and Sugeestions’ of its Cost Aecounting Com-
mitter, the anthor prepared a servies of artieles on ** Cost Ae-
vounting in the Bitominous Industry ™ which were printed
Coal Review, To meet the desive of many who wish to lLave
these articles in more permanent and usable shape arrangements
have been made to issue them in book [orm.  Several new chap-
ters have been added, and the subject matier has heen expanded,
In their original svope the articles were intended to ecover only
anat matters, but in this book some questions of general acepunt-
ing pertinent to the bituminons eoal mining mdustry have been
touched upon also.

The importance of proper aceounting has probably never been
more clearly felt than at the present time, The necessity for
having an adeguate cost gecounting svetem has beew stressed
within the past few years by lrade associations, governent
agencies and pecountants generally.

In the coal industry this was a particwdarly bmportant subject
during the recent war, sales prives heing fixed by the Fuel Ad-
ministration based on cost. At all times » knowledge of the eost
of produetion iz an abeelute prerequisite to price making, A
corporation withont a eest system is like a ship without a com-
pass,

Buginess is condueted for the purpose of making a profit, and
the business man is entitled to a margin between his eost and
gelling price.  An adeguate cost finding syvstem iv intended to
eliminate guess work. To be of value to the mdustry sueh a
eost svslem should be mare than o historieal record of irans-
actions long closed.

It is questionable when a cost system is maintained merely for
the purpose of history, whether it is worth the cost of its eom-

piling. Tf this is #= entire use the guestion might reasonably
y
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well be asked “*How much does your cost system increase the
eoat of produetion :

A cost system properly employed should be so arranged that it
will tell fromm day to day the variations from a standard or
theoretieal eost. By its proper arrangement the management
may feel each day, so to speak, the pulse of operation, and know
from time fo time what 1s happeniog io the industry. Knowing
what is happening, those charged with the management are able
to fix the responsibility and control the operation.

An adequate cost system mwust not only give current infor-
mation, Imt munst be a hastorieal vecord az well, and being guch a
reeord, must tio intimately and acenrately into the goneral ae-
conling seleme,

The drafis and descriplions of forms which accompany the
text are suggegtions only and are not introdoced with the idea
that they are the only oncs which ean be nsed or are better than
those prepared by aceountants in the industey. The trained ac-
eountant familiar with the problems of his ewn organization will
be better able to devise methods and delailed lorms which will
fit his partienlar erganization and answer his partieular prob-
lems than s one oot on the ground.  They are presented railier
with the ides of being helpful in smaller wrganizations which
have not had the bhenefit of experily traimed assistants,

In this boole the assnmption = that the general office and the
mine office are located at dilferent points and that the reperal
office 15 dependent npon the lecal office for certain reports which
will unifarmly bring to the management and the aecountant the
pertinent facts conneeted with the operation, in order that the
former may koow what 1s happeniong from day to day, and that
the Intter may be able systematically to build up his aceounts,

May [ also add a word in behalf of the accountant. Too [re-
gquently the acsgunting department of an organization is looked
upon by the management either as 4 useless expense or as a
necessary adjunel whicl, although expensive, must be endured,
Absolutely the reverse is the case.  The well trained aceountant,
partienlarly the one who has spent some vears with the bnsiness,
is and should be in many respects one of the best informed and
most valuable of the concern's officers or employees, and the ae-
vounting department one of the most valuable to all departments
of the bosiness,
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The aceountant should have advance information on all ex-
penditures, that he may be able to lay his aceounting plans ae-
ecordingly and without delay. It is essential that he have this in-
formation, beeause to him falls the decision as to whether certain
vharpes ave capital accounts or items of expense. Ilis must he
4 long-range vision. As charges come 4o him he must visualize
them in their final resting place on the balanee sheets. 1t is fo
him thal the management and the dircetors must look for Tueid
statements of the cost of operation and of their financial affairs,
and he should at all times he in their eonfidence.

Generally speaking, in corporations of medium size, the or-
ranization will take somewhat of the following form:
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This will vary, of eourse, according 4o ihe form of organiza-
tion. Im some enses the seeretary and treasurer are responsihble
also to the genersl manager. In some instanecs the mine elerks
and weighmasters are diceetly vesponsible to the general man-
awer rather than to the local superintendent, and In somo cases
mine clerks ave directly responsible to the aceounting depart-
ment.

Regardiess of the form of orranization there must be the elos-
est kind of codperation between the opervating staff and the ace
eounting department if proper results are to be achieved. The
accountant shonld be consulted regarding soy change of lorms
even if only remotely related to the aceounting procedure.

The forms for cost accounting which accompany the text fol-
lowing are gathered from a number of sourees; all have actually
been used in bituminous eoal mine accounting. Many are origi-
nal forms prepared by the anthor ; others have been prepared in
the main by the accountanis of varions companies and adapied
for use in the aceounting of the mining companies with which
the author was formerly copnected,  Acknowledement is made
to the Anthracite Operators for the meneral form of the balance



