















































































































































Batch Billing of Finished Goods without Back
Orders — MFCM, Punch (Figure 38)

Step 1

The commodity cards, receipt cards, and adjust-
ment cards are keypunched from customer orders,
receiving slips, and adjustment memos respec-
tively., They are placed in the primary feed of the
MFCM. During run 1, the transaction cards are
listed and totaled on the inventory control listing.

Step 2

The commodity, receipt, and adjustment cards are
sorted by item number and placed in the primary
feed, and the inventory balance file in the secondary
feed of the MFCM. Blank cards are placed in the
punch., During run 2, the transaction register and
action report is printed, new balance cards are
created in the punch, and the files in the MFCM are
separated in the stackers.
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Step 3

The commodity cards are sorted by customer num-
ber and placed in the primary feed of the MFCM.
The customer name and address file is placed in the
secondary feed of the MFCM. Blank cards are
placed in the punch, During run 3 the printer pre-
pares the invoices and the punch creates the ac-
counts receivable summary cards. The commodity
cards are selected in pocket 1 of the MFCM to be
used for sales analysis and allied reports, the name
and address file is selected in pocket 2 undisturbed,
and the unmatched transaction cards are selected
for investigation.

Step 4

The new balance cards, created in step 2, are

placed in the primary feed, and the unmatched bal-
ance cards, from step 2, are placed in the second-~
ary feed of the MFCM. During run 4 the stock

status report is prepared and the balance cards are
merged. The stock status report need only be pre-
pared when a complete inventory status is desired.
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Batch Billing of Finished Goods with Back
Orders — Reader, Punch (Figure 39)

Step 1

Four initial entries are made to the inventory con-
trol and batch billing procedure, A receipt card is
keypunched from the packing slip. Adjustments to
inventory are keypunched. Commodity cards and a
miscellaneous data card are punched for each
customer order. Miscellaneous data cards are
held for billing.

Step 2

The receipt cards are sorted by item number and
commodity class and match-merged against the
back-order file. Matched back-order cards are
presumed to be fillable and are selected to enter
the inventory control procedure.

Step 3

Receipt (CC), adjustment (EE), filled back-order
(I), and commodity cards (BB) are listed and totaled
on run 1, balanced back to the control tapes and
posted to the inventory control summary sheet.
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Step 4

The transaction cards from run 1 are sorted by item
number and match-merged with the inventory bal-
ance file, Unmatched transaction cards are in-
vestigated for incorrect item number or missing
inventory balance cards. The active inventory bal~
ance cards, followed by their transaction cards,
produce the transaction register and action report
during run 2. New balance cards are punched for
active inventory items, and a back-order flag is
punched for commodity cards that must be back-
ordered (no partial back orders filled). The old
balance cards are discarded, receipt and adjustment
cards held for material accounting, and commodity
and filled back-~order cards held for step 6. The
totals of beginning commodity (BB), receipts (CC),
and adjustments (EE) are balanced to the inventory
control summary sheet. The totals of beginning
on-hand (FF'"), ending on-hand (FF) and new back
orders (GG) are posted to the inventory control
summary sheet.

Step 5

The back-order flags are used to select the com-
modity cards that must be back-ordered, using a
collator. The back-order flags are then discarded.
Unselected commodity and filled back-order cards
are then used for billing. The selected new back-
order cards are held for run 5.
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Step 6

Commodity and filled back-order cards are merged
with miscellaneous data cards by sorting on order
number (if desired) and then customer number.
There cards are match-merged with the customer
name and addressfile. This merged deckisusedto
produce invoices during run3. Accounts receivable
summary cards are punched for each invoice. The
billing cards are separated, name and address
cards refiled, miscellaneous data cards discarded,
and commodity cards held for sales analysis. The
total billing revenue (MM) for the invoices is posted
to the inventory control summary sheet.

Step 7

The accounts receivable summary cards are used

to produce the accounts receivable register during
run 4. Invoice summary cards may be punched at
this time and held for sales analysis., The total
receivables (NN) on the accounts receivable register
is posted to the inventory control summary sheet.

Step 8

Selected new back~order cards from step 5 are
merged with unfilled back-order cards to produce
the new back-order file; the new back-order file is
listed to produce the back-order register on run 5.
An identifying punch is then gang-punched into the
back-order cards, Total ending back-order amount
(XX) is posted, and the new back-order amount (GG)
is balanced to the inventory control summary sheet.

Step 9

The inventory control summary sheet allows the
inventory control procedure to be completely
checked for error. The type of control is deter-
mined by the type of starting control figures on
tapes in step 1. The inventory control summary
sheet contains three sections: back orders, on-
hand, and revenue.

Back orders. This section provides a control
over the back~order file. The ending back-order
file total (XX) from the back-order register is
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balanced to the calculated ending back-order total
derived as follows:

Ending back orders = beginning back orders -
filled back orders + new
back orders

Beginning back orders (XX') is the ending back-
order total from the previous inventory control
procedure. All figures except ending back orders
and beginning back orders are obtained from the
inventory control summary. An out-of-balance
condition requires that the filled back orders (II) and
new back orders (GG) be listed, These lists, plus
the previous back-order register (showing beginning
back orders) and current back-order register, are
needed to locate missing, incorrect or extra cards.

On-hand. This section provides a control over
the inventory balance file and the current trans-
action cards. The new ending on-hand (FF) is
checked by determining it as follows:

Ending on-hand = beginning on-hand - beginning
commodity ~ filled back orders +
receipt + adjustments + new
back orders

All figures except ending on-hand are obtained from
the inventory control summary. If the calculated
ending on-hand figure does not balance to the on-
hand figure printed on the inventory action report,
the transactions should be separated, listed,
totaled, and checked against the control tapes.
This should locate the out-of-balance type of trans-
action. A comparison of the listed transactions in
error with the control listing of run 1 should locate
the extra, incorrect, or missing cards. The unit
on-hand figure should be veritied periodically by a
physical inventory. The dollar on-hand figure
represents the capital invested in inventory.
Revenue. This section provides control over the
billing, accounts receivable, and sales analysis
procedures, which are closely connected with the
inventory control procedure. The billing revenue
(MM) is balanced to the total receivables (NN)
entering the accounts receivable procedure. Since
sales analysis is obtained periodically, the sales
analysis total (PP) is balanced to the sum of the
billing revenue totals (Z MM) accumulated since
the last sales analysis procedure.
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Step 10

If a stock status summary is desired, the new bal-
ance cards are merged with the comparative stock
status file (if comparative data is desired), and
these cards are processed on the Model 20 to pro-
duce the comparative stock status summary and
updated stock status analysis cards. The beginning
(FF") and ending (FF) on~hand figures are balanced
to the inventory control summary. The deck from
run 6 and the new stock status analysis cards are
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processed on the collator to produce the updated
stock status analysis file, select out the stock status
analysis cards that were updated, and select out the
balance cards. The new balance cards are then
merged into the inventory balance file. If no com-
parative data is required in the stock status sum-
mary, step 10 consists of merging the new balance
cards into the inventory balance file and running the
entire inventory balance file on run 6 to produce the
stock status summary and control totals.



MERCHANDISE CONTROL

Detailed information concerning inventory and
movement of merchandise is required by depart-
ment stores, retail chains and similar organi-
zations to enable them to manage their business
effectively. The development of branch stores, the
large number of items stocked, the heavy volume
of transactions, and the increase in fashion items
are some of the many factors that have made it very
difficult to control effectively the merchandising
functions of a large retailing organization without
accurate and timely records. The faster reporting
and increase in accuracy of the Model 20 over
punched card systems makes the Model 20 well
suited for providing this vitally important infor-
mation for retailers. This section covers a com-
monly used method of merchandise control based
on punched price tickets and a Model 20 system
using the MFCM.

Print/punch price tickets fulfill the functions of
norinal price tickets and, in addition, contain
punched information which enables them to be used
as an automatic means of entry into data processing
procedures. Samples of two commonly used print/
punch price tickets are shown in Figure 40. These
are usually prepared with two to five stubs and
generally contain either 20 or 25 positions of
punched information and up to 47 positions of printed
data. They are prepared and attached to the
merchandise in a manner similar to that of ordinary
price tickets. Thus a source record, providing in-
expensive and automatic input, can be prepared with
little additional effort in the marking department.

DEPT. SIZE, IO 2955

'7'2 lé.i: 2G4,

W 6023i86203@® 0507

:7.9:8.

Figure 40, Print/punch price tickets

While the number of stubs used and the infor-
mation punched vary from store to store and depart-
ment to department, three-stub tickets are probably
the most common.,

Print/punch price tickets are processed in an
IBM 549 Ticket Converter to produce sales cards,
which are the primary punched card input to the
merchandise control application. A sample sales
card is shown in Figure 41, In most cases tumble
cards (cards which are used once, turned and
used a second time) are used, since the information
required is generally less than 40 columns,
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In some cases, generally where a larger ticket
is desirable, a three-part IBM card (Figure 42) is
used rather than a print/punch ticket or a conven-
tional price tag., The IBM card price ticket is
usually prepared as follows: When merchandise is
received, a master card is punched for each lot of
merchandise that differs in style, color or other
sales characteristics. From these master cards a
three-part ticket for each garment is reproduced in
the MFCM and interpreted for greater readability
by store personnel.

After the tickets are prepared they are attached
to the garments with a string or tamper-proof seal,
When the merchandise is sold, the sales portion of
the tag is removed and returned to the accounting
department, Sales statistics and inventory reports
are then prepared the same way as for the print/
punch ticket, except that the stub ticket is either
read by an IBM reproducer with a stub card device,
or used to hand-select the corresponding card from
an inventory file,

Four basic reports are produced during the
merchandise control application: the sales report,
the inventory transaction register, the sales and
inventory report, and the class price line report.
In addition to these reports, others can easily be
developed by sorting and summarizing the sales
cards in different manners, Thus, reports showing
sales by item within color, or by item within size,
or by item within material, etc., can be produced
according to the needs of the user,

The sales report in Figure 43 shows the sales of
a dress department broken down into size within
color, within style, within manufacturer, within
merchandise classification. The entire sales report
is in department-number order and lists this infor-
mation for all items sold in all departments, This
report is prepared either daily, several times a
week, or weekly, depending upon the volumes
and requirements of the individual store or
department,

The inventory transaction register for merchan~-
dise control application is a listing of all trans-
action cards used to update the inventory balance
file,

The sales and inventory report (Figure 44) re-
lates the sales to remaining inventory levels. This
report is less detailed than the sales report, since
the information is broken down only by style level,
The sales and inventory report is a type of inventory
velocity report, since it shows the changes in sales
over the past four time periods.

The gross profit information, combined with the
velocity figures, can make the sales and inventory
report more valuable,

The class price line report (Figure 45) shows
sales broken down by price line within merchandise
classification, This report provides one of the most
common types of classification control, in that sales
and inventory figures in units and dollars are main-
tained for a similar class and price~group of items
in a department. The report provides a broad
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Figure 42, Three-part IBM card sales ticket
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Merchandise Control - MFCM (Figure 46)

Step 1: Receipts

Items on order are represented by cards in the on-
order file, When orders are received, the cards
representing the orders are pulled from the on-
order file and the quantity received is punched in
cards. For damaged goods or a partial shipment,
an on-order card representing the balance of the
order still to be received is punched and filed in the
on-order file. Receipt cards are then held for

step 5.

Step 2: Sales

After merchandise is received, it is ticketed and
forwarded to the selling floor as it is needed, When
a sale is made, the print/punch price ticket is re-
moved and held until the end of the day. The tickets
are then forwarded to the data processing depart-
ment, where they are separated into groups of
mutilated tickets, regular tickets, and tickets of
marked-down merchandise., The mutilated tickets
are converted to punched cards by a keypunch oper-
ator. The regular tickets are processed through an
IBM 549 Ticket Converter, All information stored
in the price ticket, plus additional information of a
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fixed nature, such as store number, type of trans-
action, and date, is punched into IBM cards.
Markdowns are also processed by the converter and
all fields are punched with the exception of sales
price, which is manually punched after the ticket-
converting operation,

The sales cards are sorted by department, class
and style. Sales cards are then merged with blanks
in the MFCM during run 1. The sales report is
produced and sales summary cards are punched
during run 1. The sales cards are held for sales
analysis. The sales summary cards, one for each
line on the sales report, are held for step 5.

Step 3: Miscellaneous Transactions

Miscellaneous changes to inventory resulting from
orders, customer returns, returns to manufac-
turers, and adjustments are keypunched into
miscellaneous transaction cards. These cards are
held for step 5.

Step 4: Transfers

Interstore transfers, or transfers between depart-
ments, are punched into transfer cards as increases
(transfers-in) or decreases (transfers-out) to in-
ventory. These cards are held for step 5.
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Step 5

The receipts, followed by transfers, miscellaneous
transactions, and sales summary cards, are sorted
by stock number. The sorted cards are merged
with blanks in the MFCM during run 2, and the
inventory transaction register is produced. During
run 2, two blank cards are merged behind each
stock-number group.

Step 6

All transaction cards from run 2, with the two blank
cards behind each stock-number group, are placed
in the primary feed, and the inventory balance file
in the secondary feed of the MFCM. During run 3,
the sales and inventory report is produced. At the
same time, the changes to the inventory balance file
are punched, merged with the inactive inventory
balance cards, and selected into pocket 1. The old

balance cards, selected into pocket 2, are dis-
carded., The transaction cards, with one blank card
behind each stock-number group, are selected into
pocket 3 and held for step 7.

Step 7

The transaction and blank cards are placed in the
primary feed and the class price line summary file
in the secondary feed of the MFCM. During run 4,
the class price line report is produced. Also during
this run, the new class price line file is produced
and selected into pocket 1, The sales summary
cards are selected into pocket 2, to be used for
sales analysis. Receipt, miscellaneous trans-
action, and transfer cards are selected into pocket
3, to be used for material accounting and/or other
analysis reports. The updated old class price line
summary cards are selected into pocket 4 and dis-
carded.
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ACCOUNTS PAYABLE

GENERAL

The two major functions of accounts payable are (1)
the payment of bills (disbursements) and (2) the
assignment of charges to the proper departments or
accounts (distributions). Both functions are
important because they deal with the use of
company money.

Bills must be paid promptly in order to take
advantage of available discounts within the pre-
scribed time limit, and to maintain a good credit
rating. Discounts earned can amount to large
sums over a period of time; the loss of discounts
directly reduces total profit. Loss of discounts
implies late payments, which in turn may reflect on
a company's credit status.

In addition, management must know how
much was spent, to whom it was paid, and
for what it was spent. Accurate and timely
data for analysis is vital to this function.

Accounts payable cards (Figure 47) for dis-
bursements and distribution are punched from
the validated vendor's invoice. Because a dis-
bursement is concerned with paying the total
liability and establishing the discount amount,
only one card is needed for this function.

For distribution, one card is usually punched
for each line item on the vendor's invoice and
contains the data for each item purchased and
the distribution charge code. If a single item

| VENDOR | OUR
| mvoce | mvoice
NUMBER | NUMBER

VENDOR
ENTRY INVOICE] NUMBER | ABBREVIATION
0 DATE !

cost is distributed to more than one account,
one card is punched for each account numbcer

charged.
After punching, the cards are listed to prepare

an invoice register (Figure 48). The invoice
register is a permanent record of items of in-
debtedness which makes it possible to review any
transactions without reference to the original
documents. At the same time, the distribution
cards for an invoice are balanced to the dishurse-
ment card to ensure correct punching, The sum of
the distribution cards must equal the invoice
amount punched in the disbursement card.

Totals accumulated during preparation of the
register are balanced to previously established
controls and posted to the accounts payable control

sheet.
Most businesses schedule dates for writing and

remitting checks. Before checks can be written,
however, money must be available to cover their
total dollar amount. Therefore, it is important
that cash be made available to meet all obligations
and that checks be written and remitted within the

allowable period.
The cash requirements report (Figure 49) per-

mits the company treasurer to adjust the cash
balance in the accounts payable account to the
minimum requirements for that payment date or to
select items for payment; it also assures taking all
possible discounts. When the necessary transfer of

INVOICE
AMOUNT

AMOUNT
10 PAY

g
¢
;




e e e A e e e e e e e e e e e ————— = = — — —— =
| r
o HENRY JOHN & CO. !
|
| pare MAR19 136- DAILY INVOICE REGISTER seer 4 or 4 !
[ OUR [rw N QUANTITY ITEM_AMOUNT )
| ENTRY [ INV VENDOR INVOICE | VENDOR| |, e eo & &| ACCT. NO. jpEPT.|  ITEM DUE NET )
INVOICE
| DATE | DATE NUMBER [ NUMBER NUMBER 58 GEN. SUB. CHG.| NUMBER DATE DISCOUNT " TOTAL =« PAYABLE \
F 1
® ) 5,19 3,19 keson casTineg 42397 7604 46481 19| 364-080 133 865 | 3/29 100 28.60 !
| '3/19 3/19 KESTON CASTINGY 42397 7604 46481 19| 364-41¢ 1324 11492 3,29 1 32.97 |
PY } 3719 3/19 KESTON CASTINGY 42397 7604 46481 19| 364-080 132 518 | 3,29 72 97.21 |
| l
| 3719 3719 KESTON CASTINGY 42397 7604 46481 19 211 3/29s 3.184s 158.78%F 155,60
| oo
o |
| 3719 3/16] AMER REF PROD | 12088| 6620 46482 19| 364-126] 031 1242 | 3,29 50 675.95
Py : 3/19| 3/16] AMER REF PROD | 12088 6620 46482 19| 364-126] 031f 1633 | 3/29 50 195.15 !
}'3/19] 3/16f AMER REF PROD | 12088 6620 46482 19| 364-126 031} 1040 | 3/2§ 10 310.52 \
1
® : 3719 3/16] AMER REF PROD | 12088 6620 46482 19| 211 37243 23.63%% 1,181.02%F  1,157.99%
jats] l
| l
® } 3719 3715 OLONSON SUPPLY | 8633 3642 46483 20| 358-012 10| 3724 144 12.00 t
1
: 3719) 3715/ OLONSON SUPPLY | 8633 3642 46483 20| 211 3729 L2448 12.00%8 11.76%1
o an |
[
: 3,19 3715 OLONSON SUPPLY | 4290 7602| 46484 27| 358-012| 109| 12 3.00-] :
® 5,150 5,15 oLonson supeLy | 4290 7602 464sdf 27 211 3 3.00-p 3.00-|
| aa |
1 |
L4 | 3719 3/14 SUTLER MFG 55592| 7731 46487 19| 364-117 031 76428 | 3,24 48 12.38 |
) 3719] 3714 SUTLER MFG 55592| 7731 46487 19| 364-126] 408] 39117 | 3,24 144 53.05 !
l
o ) 3/19] 3714 SUTLER MFG 55592 7731 46487 19| 211 37243 1.31%8 65.43%% 64.12”:
| a4 |
: I
L2 3/19| 3715 CALHOUN & couLd 18687 7759 46488 19| 364-612| 132 6677 | 3/24 50 32.77 |
| 3719 3715 CALHOUN & cOLLY 18687| 7755 46488| 19| 364525 391 10320 3/29 12 51,24 |
@ 1 3/19] 3/15 CALHOUS & cOLLY 18687| 7755 4€488) 19| 364-016) 1661 91171 3/29 1 27.25 |
) 3719] 3715 CALHOUN & CoLLY 18687 7755 46488| 27| 358-525) 391 10320 2 8.54~ :
1
@ ! 3/19 3/15 CALKGUN £ COLLY 18687| 7755 46488 19| 211 37293 2,058 102.72%B 100.67%!
: an :
) 1
L | / e v V‘f
: CONTROL $162,106.470 $ 1,066.1213% 62,106.479¢ 61,040,354
L | Obb.12,
| Ubb iy
1 N R R I W N 62,10647]
——VL_
Figure 48, Invoice register
L KRAUSZ MANUFACTURING COMPANY L4
Py ACCOUNTS PAYABLE
CASH REQUIREMENTS STATEMENT
[ oate APR121%6- @
ROUT TO %iﬁ [ Mm SHEET_/ OF 2
i 7
s VENDOR YOk | DUE DATE | INVOICE AMOUNT |  DISCOUNT CHECK AMOUNT L4
@ SOLVAY GEN SUP | 1016] 4716 [ % 773.30 |8 15.47 |8 767.83 ®
ROCHESTER PR CO| 1021| 4/16 1,620.18 32.40 1,587.78 )
CALABRIA CONT 1049| 4/16 143.65 2.87 140.78
@ OUNONDAGA STL CO| 1077| 4/16 5,982.82 119.66 5,863.16 Y
BLACK & NICHOLS| 1103 4/16 14.25 .71 13.54
AUSTERHOLZ INC | 1240| 4/16 624.77 12.50 612.27
@ AUSTERHOLZ INC | 1240| 4/16 1,833.19 36.66 1,796.53 ®
CHRISTIE & €O 1366 4/16 745.54 745.54
WILSON & WILSON| 2231| 4/16 2,936.12 58,72 2,877.40
@ CLAR. HIGGINS 2590| 4/16 1,000.00 1,000.00 ®
HONOUR BROS 31011 4/16 97.36 1.95 95.41
BASTIANI & SON | 3112| 4/16 3,580.85 71.62 3,509.23
@ DORJ WIRE €O 3164 | 4/16 256.90 5.14 251.76 ®
HASTING-WHI TE 32581 4/16 1,1464.42 22.89 1,121.53
DARONO ART MET | 3427 4/16 32.75 .66 32.09
@ DARONO ART MET | 3427| 4/16 127.52 2.55 124.97 ®
L_— DARONQ ART MET | 34271 4/16 | 96.60 1.93 94,57 0¥ |

Figure 49, Cash requirements report
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B et ——— e e —— lr _____
| CHECK NO. 164 1
O . CHEC! 10] 5 . O
: C & D DYEING AND FINISHING CO. 1291 w. 33:d STREET STATEMENT OF REMITTANCE :
®) ¢ - 1
[ — = . S . p
- =N i nomBes UMBER '
] p ©
i 1/26 /6~ €420 % i34 359,33 i
' N N o
o 1/27/6- 6516 % 18.64 3.62 S 177.19 . )
|
- }
t 1
(@] | ¢}
| S 537.02% :
I
| E
@) ! | Q
| i
I |
o ! 2
¥
I DETACH BEFORE DEPOSTING T T T U
ol N |
| 10|
| C & D DYEING AND FINISHING CO. o
O \ CHESTER, VERMONT X )
! I
O | CHECK NO. DATE t o
! 1645 2/04/6- Exacty #%537  DovLLars 02 Cents  $  #x#x537.02 E
ey
w (
0 ‘ o] 0
i 16,258 .71 13,54+ |
1 _— \
. D DYEING & FINISHING CO. | O
0, e !
A7 MANURACTURING COMPANTY =y o
o' KRAUSZ MANUFACTURING COMPANY ‘o XJW:
1 I
:svucusz, NEW YORK STATEMENT OF REMITTANCE NEW YORK, NEW vonﬁ - R : o
Q | check INVOICE VENDOR'S AMOUNT 1 O !
H NUMBER VENDOR DATE INVOICE NO. INVOICE DISCOUNT PAID 4! =
o 1 12600410] AUSTERHOLZ INC 2708/-{ A 45920 s 624.77 | 12.50 8 612.27 | o
H AUSTERHOLZ ING 2/09/-| A 45974 1,833.19 | 36.66 1,796.55 |
1
/ KRAUSZ MANUFACTURING COMPANY So-1003 : o
SYRACUSE, NEW YORK 21 !
O
H
)
[ Chrek R ] s 9 2 od o
VEND%:EC:‘A:PMD‘E:]_“Q Py 1o 1he oroer oF oouans I N 49.16 I$ »408.80%
1240[qu16]6- AUSTERHOLZ INC. $ 2,408 s0 e
1
__________________ -
ACCOUNTS PAYABLE TOMPANY A
............ (s S Pt e
/A ' ODIN CHEMICAL ¢O. )
BROCKTON, PA,
GENESEE COMMERCIAL TRUST COMPANY [ ]
SYRACUSE, NEW YORK P (o] ) STATEMENT OF REMITTANCE : o)
P \
CHECK INVOICE VENDORS INVOICE
[e] L NUMBER DATE INVOICE No.| CODE AMOUNT DISCOUNT NET AMOUNT J (¢]
—
) cope 1242 | 1/23/6-| AB 2576 1 |3 98.13 s 1.96 |3 96.17 |
O 1. Your o
INVOICE 1/28/6-| AB 2588 1 158.78 3.18 155.60
12, YOURCR, i
o MEMO. 1/28/6-| CM 0085 2 25.00- 50- 24.50- fo)
3. OURDR.
MEMO.
O liona e
[ emo s 231.91%|$ 4.64%($ 227.27% ]
o] o
]
[}
o T S - o]
ODIN CHEMICAL COMPANY 1222 ]
o BROCKTON, PA. 210 e
! ¢ ]
o lB w1 1179 2| 02 ] 6-] | )
j TO THE ORDER OF: K
o 1 NIXON GLASS i ] o
NIXON,VIRGINIA -
- ) 2271 %27 A
° pay>{$ 7377 ||y
ACC INTS PAYABLE
¥ BROCKTON BANK & TRUST COMPANY gW
o BROCKTON, PA. g 4 o somarone

Figure 50, Remittance statements and checks
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cash has been made, checks and remittance state-
ments can be prepared.

A remittance statement accompanying a check is
an explanation to the vendor of what obligations are
covered by the payment, and the method used to
arrive at the check amount. The actual types of
remittance statements (Figure 50) are as varied as
the businesses that use them, but their basic
purpose is the same. When a continuous form is
used, the remittance statement generally precedes
the check.

The cash disbursements register (Figure 51) is a
concise record of all payments made. It shows the
vendor's name and number, items paid, check
number, date, debit amount, discount amount and

credit amount of all checks issued for easy
reference.

The factor that gives the truest basis for
accounting records is actual cost. Expense records
are based on experience, and all money paid out
should be allocated to the phase of business
operation that made the expense necessary.

At the end of each accounting period, the payables
distribution cards that were accumulated from
daily or periodic processing of payables are used to
produce the accounts payable distribution report
(Figure 52).

o KRAUSZ MANUFACTURING CO. o
ACCOUNTS PAYABLE
[ ] [ J
CASH DISBURSEMENTS REGISTER

pate APR 16 196- Y

o ROUT TO 7%! ﬂ@ %( SHEET_ /_OF Q2 _
“ CHECK NO. ACCOUNTS PAYABLE CREDIT
VENDOR -

® ° Mivee jg 1% v/ DEBIT DISCOUNT CASH e
SOLVAY GEN SUP 10160416 773.30 (5  15.47 757.83

@ ROCHESTER PR CO| 10210416 1,620.18 32.40 1,587.78 @
CALABRIA CONT 10490416 143.65 2.87 140.78
ONONDAGA STL CO| 10770416 5,982.82 119.66 5,863.16

@ BLACK & NICHOLS| 11030416 14.25 .71 13.54 @
AUSTERHOLZ INC 124004116 2,457.96 49.16 2,408.80
CHRISTIE & CO 13660406 745,54 745.54

@ VWILSON & WILSON| 22310416 2,936.12 58.72 2,877.40 @
CLAR. HIGGINS 25900416 1,000.00 1,000.00
HONOUR BROS 31010446 97.36 1.95 95,41

@ BASTIANI & SON 31120416 3,580.85 71.62 3,509.23 @
DRJ WIRE CO 31640416 256.90 5.14 251.76
HASTING-WHITE 32580416 1,144.42 22.89 1,121.53

@ DARONQ ART MET 34270416 256.87 5.14 251.73 @

Figure 51, Cash disbursement register

o HENRY JOHN & CO. ]

° ACCOUNTS PAYABLE DISTRIBUTION SUMMARY °
oare. MAR 30196- SHEET_~3_OF #__
ENTRY INVOIC] VENDOR INVOICE [VeNDOR], OUR - TeNT. JACCT. NO.JoepT.] 1TEM DUE UANTITY INVOICE GENERAL

@ _CODE [ DATE ABBREVIATION NUMBER_|NUMBER | YQUATBER |CODE[ GEN.5UB. | CHG. | NUMBER | DATE Q AMOUNT LEDGER [ ]

MACHINERY 364~080)

3705|3703 [KESTON CASTINGS{41065 | 7604 41750 19 [364-080| 132} 30236 3713 6% 347.85

L4 3712|3709 |HASTING-WHITE 11333 | 8420| 42916| 19 [364-080[ 031 1689 3719 144 262.19 ®
3713|3712 [KESTON CASTINGS|41988 [ 7604) 43008 19 [364-080( 132 51706 3/22 6 333.60
3/15(3/13 [KRAUSZ MFG CO  |24092 | 3466| 43262 19 |364-080| 100 104008  3/23 1 2,897.45

L 37153713 [KRAUSZ MFG CO. |24092 | 3466] 43262] 19 1364-080( 100[ 20343 3723 1 1,390.11 L
3719|3715 |[KESTON CASTINGS|[42397 | 7604| 46481( 19 {364~080| 132 865 3725 100 28.60
3719|3715 [KESTON CASTINGS|42397 | /604| 46481| 19 [364-080] 132 518 3725 72 97.21

L] 3729|3726 MIDWEST CAST CO|13738 | 8092} 46826 19 |364-080| 132 1162 4/09 12 165.95 ]
3/29{3/26 [KRAUSZ MFG CO |25164 | 3466| 46829 19 364-080| 100} 187661  4/09 1 944,40

9 467.36%
® 6y PY
RAW STORES 364-126

® 5,12{3,07 |orRJ WIRE CO 44492 | 2910| 41801| 19 [364-126[ 408 33927| 3/17 1000 180.45 ®
3712|3709 |SOUTH LAKE SAND|[A1925 | 4647| 42888|19 364-126( 100 630 3719 20000 600.00

Py 3712|3709 |CALHOUN & COLLS|17831 | 7755( 42891|19 |364-126| 100| 12882 3719 72 163.39
3/12[3/09 [ERIEN & HAYNES 155630 | 9132| 42895| 19 [364-126| 408 6491 3719 100 491.00 ®
3719(3/16 [AMER REF PROD 12088 | 7620] 46523{ 19 |364-126{ 031 1242 3/26 50 675.95
3/1913/16 |AMER REF PROD (12088 | 7620| 46523|19 [364-126| 031 16331 3/26 50 195.15

® 3719|3716 |[AMER REF PROB 12088 [ /620| 46523|19 [364-126( 031 1040 3/26 10 310.52 ]
371913714 [SUTLER MFG 55592 | 7731 46402) 19 |364-126| 408| 39117 3724 144 53.05
371913713 [BRIEN & HAINES 55898 | 9132 43275| 19 |364~-126] 408 7459 3723 15 49.56

L] 3721 (3718 [OLONSON SUPPLY 9247 | 7622 4612419 {364-126( 100 3728 144 12.00 ®
3721|3718 |SOUTH LAKE SAND|A1994 | 4647| 45136/ 19 [364-126| 100 630| 3/28 20000 600.00
3721[3/18 [CALHOUN & COLLS|18926 | 7755| 4613919 [364-126| 391| 10320 3/28 12 51.24

® 372113715 |DRJ WIRE CO 45318 | 2910) 45733| 19 |364-126| 408| 38618 3725 5000 764.25 e
37213715 |AMER REF PROD {19637 | 7620| 45687119 1364-126| 031 1242] 3/25] 50| . \_\/__J

Figure 52, Accounts payable distribution report
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SUMMARY OF PURCHASES
DATE 3/31/6-
ACCOUNT SUB-ACCOUNT GENL. ACCOUNT
ACCOUNT NAME GENL | SUB. TOTAL TOTAL
RAW MATERIALS
BRASS 123 | 3013 14,971.50
CASTINGS 123 | 305 264,607.53
BLANKED PARTS 123 | 320 180.75
GEARS 123 | 325 134.45
GLASSWARE 123 | 330 300.78
INSULATING MATERIAL 123 | 340 2,338.45
LUMBER 123
PAINT
oARre> %gg PURCHASE ANALYSIS BY VENDOR
STEEL 123
VARNISHES 123 | venoor's VENDOR'S NAME AMOUNT RETURNS NET AMOUNT NET AMOUNT INCREASE
VENEERED DANELS 123 NO. THIS MONTH YEAR TO DATE YEAR TO DATE LAST YEAR TO DATE OR DECREASE
27| AS50T MACHINE CO 1236 44 T 3134126 | 3010142 | 18384
- ] 55| ACE TOOL CO | f 1975]15 | 1859|176 | 115,39
— 66 | ACME ABRASIVE CO 34236 | 150593 | 148250 23143
324 ALLAN ALLOYS CO | 95110 | 4675,22 | 4410 .15 | 265/07
367 | AMERICAN TOOL CO | 936174 | 1293184 307|10 CR
425 | ANGUS METAL WORKS | 842189 795|22 47 67
475|APEX CORPOKATION 2316 34 245173 [ 1047679 | 947365 1003014
502 |ARCO STATIONERY CO I 319,42 44593 | 126|51 CR
190264 43 19
801 |42 10l03
EXPENSE BUDGET ANALYSIS 1694:74 97|44
COMPARATIVE 562 18 31 |23
DATE 427356 | 198'38
3/31/6- 931150 1228
DEPT ACCOUNT EXPENSE EXPENSE BUDGET EXPENSE EXPENSE BUDGET
) GENL. SUB. THIS MONTH THIS MONTH YEAR-TO-DATE YEAR-TO-DATE
3 913 660 |3 2,378.55|% 2,500.00]% 7,289.50(% 7,500.00
3 913 700 675.95 725.00 3,000.00 2,655.32
L -t L ]
SAXON AND JOYE INC.
EXPENSE DISTRIBUTION
BY DEPARTMENT OR BRANCH
SHEET §_OF /& pate MAR 31 196-
DEPT.] ACCOUNT DEPARTMENT
OR NUMBER VOUCHER | pare AMOUNT ACCOUNT OR BRANCH
BR. [ GEN..SUB. ] NUMBER TOTAL TOTAL
40| 873 =430 [ 33921 | 3,03 687.50
40| 873 ~430 | 34763 | 3/12 732.04
40| 873 -430 | 39810 | 3,23 16.67
s 1,436.21% % 8,741.81% $26,109.40%
BRANCH EXPENSE STATEMENT 26618 3,01 175.95
DATE 3/31/6- 27003 ] 3,02 47.60
ACCOUNT NAME BRANCH ‘:S::E'; AMOUNT 39824 3725 483,52
i3 707.07H
COLLECTION EXPENSE 10| s70{s 10.00
22| 570 25.00 336¢
3 35.00 # 3360 BRANCH EXPENSE STATEMENT
DONATIONS 1| 6103 20.00
4| 610 50.00 DATE  3/31/6-
lg gig gg.gg - ACCOUNT NAME BRANCH! A:'f::;:" AMOUNT
16| 610 5.00
22| 610 60.00
31} 610 10.00 OPERATORS SALARIES 1| 113{s  2145.00
34 610 45.00 CLERICAL SALARIES 1| 114 4080.00
$ 245.00 JANITOR WAGES 1] 141 285.00
BANK CHARGES 1] 540 2.50
DUES 13 620 (% 25.00
151 20 500 DONATIONS 1] 610 20.00

Figure 53, Analysis reports
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The disbursement cards in the paid accounts

payable file and the distribution cards inthe payables
distribution file constitute a completely detailed
history of the payables transactions of an

organization,

The IBM method of data processing

makes it possible to present all this information in
the form of readable reports in order to provide
management with a basis on which to make future
purchasing decisions.
are shown in Figure 53.

Control of accounts payable starts in the

accounting department when the invoices are
checked for accuracy, approved and vouchered.
When the invoices and related documents are
validated and the posting process begins, they are
accompanied by an adding machine control tape.

Examples of these reports

The totals on the invoice register must compare

with the totals on the control tape, thus ensuring
overall accuracy of the quantitative data for that
Invoices omitted or posted twice by mistake
are quickly caught.
Two sets of cards are used in preparing the
invoice register: distribution cards provide the
detail; disbursement cards, the total and discounts.
The accumulated totals of the distribution cards
must equal the totals of the disbursement cards.
Accuracy in the invoice register is assured by
a crossfoot check of accounts payable against net
payables plus discounts.

day.

A new control sheet (Figure 54) is started at the
beginning of each accounting period by entering the
balance of accounts payable shown on the last trial
balance. During the accounting period, whenever
an invoice register is produced, the total shown on
it is entered as a credit to accounts payable.

The cash disbursements register lists payments
made, net amount, and discount taken. The total of
payments made reduces accounts payable and is
posted as a debit. The net payables amount appears
on the control sheet as a credit to cash, and the
total discount is posted as a credit to discounts.

The control sheet shows opening balance and
totals of daily transactions for the current period.
All distributions and reports of these transactions
must balance to this control. The balance in the
control account corresponds to the net amount of
unpaid accounts payable cards, representing open
invoices or credit memorandums. The control
sheet is the medium by which the trial balance will
be proved.

The trial balance (Figure 55) is the total amount
of accounts payable as of a given date. By listing
the accounts payable file by vendor number and due
date, a list of all obligations remaining unpaid at
the closing of the accounting period is obtained.
This is the trial balance and, if correct, it will
agree with the totals on the daily control sheet.

ACCOUNTS PAYABLE CONTROL SHEET
N INVOICES Poyments e f,:,’: Di;:::;" Initiol
8432652
4 | 244 |56 88571 (08
64851 Il 1645\77) |77]573|82||11 |443|8) 201 | 9%
N | |
Figure 54. Control sheet
o NATIONAL PRODUCTS INC. o
TRIAL BALANCE
[ J ®
OPEN ITEMS—ACCOUNTS PAYABLE
L cLosING DATE MAR 8 0 196- SHEET /8 _OF /8 _ e
VENDOR VENDOR | INVOICE | DUE ACCOUNTS NET R
. NUMBER DATE DATE PAYABLE DISCOUNTS PAYABLES .
WALTERS INS 1181 3726 | 4/24 382.40 382.40
@ WALTERS INS 1181 3727 | 4/27 1,647.85 1,647.85 ®
s 2,030.254 #+  2,030.25%
L4 GREENWICK FUEL | 1196 3722 | 4/02 126.20 2.52 123.68 1
GREENWICK FUEL | 1196 3/26 | 4705 119.73 2.39 117.34
@ GREENWICK FUEL | 1196 3/28 | 4/07 121.45 2.44 119.01 Py
L\ s 367.3645  7.3545  360.034
L& !

Figure 55, Trial balance report
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DATA PROCESSING METHODS

Two of the data processing methods which may be
used to process the accounts payable procedures
outlined above are the punched card conventional
method and the punched card systems method using
the IBM System/360, Model 20, with printer and
the IBM MFCM.

Because of the variations in the method of
preparing the disbursement and distribution cards
for accounts payable applications, this area will not
be described. In the conventional method, however,
it is assumed that invoices are manually checked for
accuracy and that discount amount and amount to pay
are either manually calculated or calculated and
punched by machine. In the systems method, in-
voices can be manually checked for accuracy, but
the discount percentage is keypunched into the
disbursement cards and the discount amount and
amount to pay are computed and punched into the
cards in the first pass through the system.

Punched Card Conventional Method

Figure 56 illustrates the flow of data in posting
liabilities, writing checks and statements, and
recording payments in the punched card conven-
tional method of processing.

1. The disbursement and distribution cards for
each invoice are combined and used to prepare the
invoice register on an accounting machine to balance
to controls.

2. The cards are separated on the sorter, and
the distribution cards are filed for monthly dis-
tribution procedures. The disbursement cards are
sorted by vendor number within due date sequence.

3. Daily, the disbursement cards are merged
with the disbursement due file. In some installa-
tions this step may be performed manually.

4. The disbursement cards for those accounts to
be paid are sorted into vendor sequence.

5. On the scheduled date for writing checks and
statements, the cards for the proper due-date
period are removed from the file and processed in

[ep}
'8

the accounting machine to prepare the cash require-
ments statement. When the necessary transfer of
cash has been made to the accounts payable account,
checks and remittance statements can be prepared.
Those selected cards for which payments will not be
made are returned to the open accounts file.

6. The disbursement cards that are to be paid
are match-merged with the vendor name and address
file to select cards for the respective vendors.

7. The file is processed on the accounting
machine to prepare the checks and statements. At
the same time, a paid summary card is automatic-
ally punched for each check written.

8. After the checks and statements are printed,
the paid summary cards are processed on the
accounting machine to prepare the disbursements
register.

9. The vendor name and address cards are
separated from the disbursement cards.

10. The name and address file is combined and
filed for next payment day.

11. Date paid is gang~punched into the payables
cards.

Figure 57 shows the flow of data to create the
monthly trial balance, distribution reports and the
various analysis reports.

1. The disbursement due file is sorted to vendor
sequence and processed on the accounting machine
to prepare the monthly trial balance. The file is
then resorted into due date sequence.

2. The distribution cards for the month are
sorted into desired sequence with the last month's
summary cards and processed on the accounting
machine to produce any of the desired distribution
reports.

3. The paid disbursement cards for the month
are sorted into desired sequences with last month's
summary cards and processed on the accounting
machine to produce any of the desired disbursement
analyses.

Note: In items 2 and 3, two sorting operations
are required for each additional report--one to
separate summary cards and another to sort in
desired sequence with other summary cards.
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Punched Card Systems Method

Figure 58 illustrates the flow of data on the Model
20 to accomplish the same results.

1. The distribution and disbursement cards are
processed on the system to produce the invoice
register. In the same run, the discount amount and
amount to pay are calculated and punched in each
disbursement card. The disbursement and distribu-
tion cards for each invoice are automatically
audited, zero-balanced, and stacked into separate
stackers.

The main difference between the distribution and
disbursement card forms used in a System/360,
Model 20, as compared with a card form used in a
conventional method, is that those fields to be
punched by the MFCM should appear inthe low-order
positions of the cards.

2. The distribution cards, separated during the
invoice register preparation, are filed for the
monthly distribution procedures. The disbursement
cards are sorted by due date withinvendor sequence.
The advantages of this are shown in step 3 and in
the preparation of the monthly trial balance.

3. The disbursement cards are merged with the
open accounts payable file on the system on the
scheduled dates before writing checks. In addition
to the merge operation, the system (a) selects those
items from the open accounts payable file that are
due to be paid, (b) prepares the cash requirements
report, and (c) accumulates balance, total invoices,
and cash requirements totals to post to the accounts
payable control sheet. This balancing feature per-
formed each time the new disbursements are
merged and the cash requirements report is pre-
pared assures that the file is always in balance.
The open accounts payable file is not disturbed, and
all the cards in the open accounts file are checked
for due date.

When the necessary approval of payment has
been obtained and the transfer of cash has been
made to the accounts payable account, checks and
remittance statements can be prepared. Those

selected cards for which payments will not be made
are returned to the open accounts file.

4. The separate step of merging and selecting
the vendor name and address cards with the
disbursement cards to be paid is combined with the
preparation of the statements and checks. In this
manner, the sequence of the name and address file
is not disturbed. This combination run not only
eliminates the merge step in the conventional
method, but also eliminates selecting and refiling
the name and address cards after the statements
and checks are printed. In addition, the disburse-
ment cards are punched at the same time with
check number and date paid.

5. The cash disbursements register is prepared
from the disbursement cards used to prepare the
statements and checks. During the processing,
blank cards are also fed into the system to create
the paid summary cards for reconciliation. The
paid disbursement cards are filed for month-end
analysis.

Figure 59 shows the flow of data to create the
monthly trial balance, distribution reports and the
various analysis reports on the Model 20.

1. The monthly trial balance is created by
passing the open accounts payable file through the
system. Because the file is in vendor sequence, no
sorting is required.

2. The distribution cards and last month
summary cards are sorted into the desired
sequences and processed on the system to produce
any of the desired distribution reports. Blank cards
fed into the system create new summary cards,
which do not require a sort to be separated. During
these analysis runs, percentages can be calculated
and printed.

3. The paid disbursement cards and last month
summary cards are sorted into the desired
sequences and processed on the system to produce
any of the desired distribution reports. Blank cards
fed into the system create new summary cards.
During these analysis runs, percentages can be
calculated and printed.
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PAYROLL AND LABOR ACCOUNTING

The primary objective of payroll and labor
accounting is the prompt and accurate reporting
to the employee, the employer and governmental
organizations of the amount of money paid for
the services rendered the employer by the
employee.

Businesses must transmit to the employee
an accurate record of his earnings and should
attempt to measure performance intelligently.
In addition to the prompt and accurate payment
of employees, the accounting and analysis records
of the organization play a vital role in managing
the business.

Since labor is the most perishable of all
commodities or services purchased by a
business organization, it must not be mis-
directed or wasted. Labor accounting, which
studies rates, costs, and operating efficiencies,
is necessary to evaluate the financial and
operating status of a business. Labor is an
elusive element and only the most careful
analysis by management can detect it waste.
Conversely, more judicious use of the labor dollar
can increase efficiency and improve profits.
Intimate knowledge of labor cost and usage can be a
positive factor in attaining management goals.

Payroll techniques vary with the size and type of
company. However, no matter what payroll pro-
cedure is used, such basic elements as source
records, controls, regular gross earnings, taxes,
etc., are required. Within these elements, some
of which are controlled by law, there are many
variations to be considered.

SOURCE RECORDS

Source records usually required for a complete
payroll procedure are:

Basic payroll and employee records. These
records should include the employee's name, num-
ber, Social Security number, tax class, occupation,
department or location, and wage rate. It may also
include job classification, regular hours, shift, and
other pre-established information. (Personnel rec-
ords are even more complete in that they include
such information as birth date, date of employment,
sex, education, etc., in addition to the basic payroll
data.)

Deduction authorizations, Deductionsfrom anem-
ployee's gross earnings to determine net earnings
may be classified in two ways~~-statutory and volun-
tary. Statutory types required by either the federal,
state or local government include withholding taxes

70

(FIT), federal insurance contribution (FICA), state
income taxes, city or county income taxes, state
unemployment compensation insurance, pensions,
and retirement contributions. Voluntary types may
include insurance, contributions, union dues, tools,
uniforms, U. S. Savings Bonds, and stock purchases.

Deduction authorizations are used not only to
calculate employee earnings but also to compile the
payroll and deduction registers, write the payroll
checks, and maintain current balances for voluntary
deductions such as bond purchases.

Time and attendance records. The attendance
time record is the basis of payroll recording under
all systems of day work or hourly work. The
conditions imposed by the federal Fair Labor
Standards Act necessitate the maintenance of such
records. Attendance records of some form are thus
indispensable in establishing proof of compliance
with the law.

Permanent time records further assist in
furnishing employees and governmental agencies
with the many various records and reports that have
become necessary as the result of such social
legislation as excludable sick pay, FICA and
state unemployment insurance.

Production time records. Production or job
time is the recorded time which the employee
spends on a particular job, operation, or process.
It is essential that both productive time and
nonproductive time be accounted for to enable
management to exercise effective control over both
direct and indirect costs of production. Cost
records accurately maintained and properly pre-
sented permit management to (1) determine costs
exactly so that sales prices may be profitably
established or adhered to, (2) approve payroll
expenditures with assurance that every cent of
payroll has been accounted for, and (3) determine
effective cost reduction policies through the analysis
of actual costs and their comparison with standards
or budgeted amounts.

Samples of these source records are shown in
Figure 60.

OUTPUT REPORTS

As a result of payroll processing, there are many
different types of output reports. Some of these are
required by law, others are helpful to management
for analysis purposes. The following are required
by the Federal Government:

1. Form 941A, a quarterly return which must be
filed with the District Director of Internal Revenue
to report the full amount of taxes due for the
previous quarter~--that is, both income tax withheld
from wages and employee and employer FICA taxes
paid.
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2. W-2 Form, a report which each employee
must receive on or before each January 31 or at the
termination of employment. This report shows the
total wages subject to income tax withholding, the
amount of income tax withheld, the amount of FICA
employee tax withheld, and the amount of wages
subject to this tax,

3. Form 941 (reverse side), an annual recon-
ciliation of income tax withheld. It must be filed
on or before January 31 of each year. In addition,
the employer must submit a copy of all W-2 forms
furnished employees for the preceding calendar
year.

4. Form 940, the annual return which must be
filed for Federal Unemployment Tax (Federal U-C).

In addition to the above, the employer must file
reports and pay unemployment taxes and withholding
taxes to the various state and local authorities.

Other reports that are a necessary part of the
payroll procedure include payroll and deduction
registers, checks and earnings statements, and
labor cost reports. Payroll and deduction registers
(Figure 61) are the permanent records of the
earnings and deductions of all employees. They
provide the entry amounts to the general ledger of
payroll expense, tax and deduction liabilities, and
total funds required for deposit to proper bank
accounts. In some cases they take the place of em-
ployee history records.

The form of the payroll register to be produced
varies with individual payroll requirements. As
far as possible, all the information related to an
employee's wages should be shown on one line of the
payroll register. If the number of deductions is
large, it may be advisable to group certain deduc-
tions, or even total deductions, into one column of
the report and to supplement this total with the
individual deduction registers. Form capacity of
the payroll register may be increased, when
necessary, by designing the register with two lines
of printing for each employee.

Where checks are used as the means of payment,
it may be desirable to show the check number on the
payroll register so that one record serves as both a
check register and payroll register.

Payment of wages by check eliminates the
problem of handling large amounts of cash and also
satisfies the need for an employee pay receipt. The
ease with which checks can be distributed is partic-
ularly important where the wages must be mailed or
distributed to employees remote from the payroll
department. IBM card checks serve a twofold pur-
pose: they are an authentic medium of payment, and
they furnish an automatic means of bank reconcili-
ation.

A provision of the Social Security law requires
that the employer render the employee a statement
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of earnings and taxes deducted from wages at the
time of each payment. When checks are used, this
statement can be a stub of the check. Where there
are many voluntary deductions (such as insurance,
union dues, rent, food, clothing and others), the
deductions are usually itemized on the check stub.

IBM card checks may be designed with attached
earnings statement stubs, in either continuous or
cut-card (separate) form (Figure 62). They also
furnish a means of automatic bank reconciliation.
The card checks, upon return from bank clearing
operations, are sorted to check-number sequence
and automatically matched with the duplicate check
cards. Unmatched duplicates are listed for out-
standing check totals.

One of management's tasks is to control labor
costs so that business operations will be more
profitable. A unique contribution of the IBM method
is its ability to extract the vital management data
hidden in the maze of details.

Applying the IBM method to payroll and labor
cost routines gives management at all levels the
data needed for reviewing critically and construc-
tively the activities of the organization. Original
documents used to fulfill the recordkeeping require-
ments (timecards, payroll records, etc.) are used
to produce this data. The records are completely
flexible and lend themselves to easy and rapid
calssification, reclassification and summarization
to provide management the answers to such questions
as:

e What is the average number of hours worked by
our employees?

¢ How many employees, by age group, do we
have?

e What is our labor turnover? Number hired?
Number separated?

e In what departments is our labor turnover
excessive?

®* What is our average hourly earnings rate by
occupation?

e How many man-hours do we have available by
department?

o How much idle time have we by department?

e Is our absenteeism excessive? Where? Why?

e What are our average hourly earnings by
employee, sex, age, marital status, etc. ?

e What are our average incentive and overtime
earnings?

¢ Do our actual expenses for indirect labor con-
form to the anticipated or budgeted amounts?

e What is our daily employee and departmental
efficiency as compared with standards?

e For what were our payroll dollars spent?

e What are our machine and manpower require-
ments for the planned production schedule?
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Figure 62, Payroll checks and earnings statements

PAYROLL PROCEDURES

There are basically three types of payroll pro-
cedures: salary, hourly, and incentive. The basic
difference among the three procedures is the

manner in which gross pay is determined; beyond
that point the procedures may follow similar
patterns. There will, however, be variations
because of company policies, type of industry,
location, etc., as well as the type of equipment used.

Salary Payroll

In regard to salary payrolls, the following general-
izations can be made:

1. The employee is paid a fixed amount for a
specific pay period.

2. The employee is not penalized for normal
absences or latenesses.

3. The employee may or may not be paid for
overtime, In general, employees working in
supervisory capacities or earning over a specified
amount are exempt from payment for overtime.

4. The principal exception from the fixed pay-
ment results from overtime earnings.

5. Vacation time is given with pay.

6. The time of each employee is generally
charged to only one expense or clearing account.

In a salary payroll a high percentage of earnings,
tax withholdings, voluntary deductions and other
factors remain constant from one pay period to the
next. In some cases, however, there are variations
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which should be considered. As an example,

salary payrolls may in some companies include a
pension plan (as a payroll deduction and/or a
company contribution), a stock purchase plan, a
personal savings plan, or bonus plan based on
gross salary. It may also be necessary to accum-
ulate absences (for example, in civil service) or to
account for the number of vacation days taken.
Furthermore, in a sales organization, commissions
may be paid in addition to the base salary.

The IBM System/360, Model 20, is not only
capable of handling the routine payroll procedure
with a minimum of effort, but can also simplify the
handling of exceptions and additional data which
might be required. For example, the five pockets
on the MFCM eliminate sort/separate runs neces-
sary on conventional equipment. The MFCM's two
feeds allow merge operations to take place with
calculating, thus make separate collating and
calculating operations unnecessary. Internal speeds
and storage capabilities allow calculations that re-
quire several passes with the punched card conven-
tional method to be done in one pass, and control
can be established in any possible combination of
input and output files required for the given opera-
tion.

Two approaches to salary payroll follow--one
using the MFCM and one using a card reader and a
card punch.

MFCM Approach

The flow of data in the MFCM approach is shown in
Figure 63.

1. Master payroll, deduction, and previous
year-to-date cards are pulled from the file and
placed in the primary feed of the MFCM. Overtime
and adjustment cards are placed in the secondary
feed and the two card decks are merged. During
this run, the system computes the overtime amounts
and establishes department controls for standard
gross pay, overtime gross pay, total pay, overtime
hours, total deductions, total FIT, total FICA,
total SUI (where applicable), net earnings, as well
as previous and new year-to-date totals.

There are various methods of reporting and
recording overtime hours and computing overtime
payments. In some cases, the total hours worked
and the overtime hours are recorded; then gross
earnings = (total regular and overtime hours worked
x hourly pay) + 1/2 (overtime hours x hourly pay).
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Another method used is called premium hours.
Under this approach the person responsible for
reporting time halves the actual overtime hours
worked and reports this as premium hours. Gross
earnings then = (total of all hours worked x hourly
pay) + (premium hours x hourly pay).

When it is necessary to report overtime payment
separately, it is obtained by multiplying the over-
time hours worked by 1 1/2 times the hourly pay.

In the conventional punched card method, it is
necessary to compute overtime in a calculator run
and establish controls in a separate accounting
machine run.

2. The merged deck from step 1 is placed in the
primary feed and blank year-to-date, current
earnings and check reconciliation cards (dual-card
format) are placed in the secondary feed. During
this run, the system (1) prepares the payroll
register, (2) punches a current earnings card, a new
year-to-date card and a check reconcilation card,
and (3) selects overtime and previous year-to-date
cards and merges the current earnings, new year-
to-date, and reconciliation cards into the file.

Punching the check reconciliation card on this
run eliminates a reproducing step necessary in the
punched card conventional approach.

3. In this run, the check and earnings statement
are prepared using the merged deck from the
previous step in the primary feed and collated blank
checks and earnings statements in the secondary
feed. With the optional interpreting device on the
MFCM, the checks and statements are printed on
the same run, saving a separate run for interpreting.
The checks and earnings statements have identifying
codes punched into them to assure punching and
printing data on the proper cards. Since the check
number was punched into the reconciliation card it
is used to control the proper punching of the card
check.

A check register is also written on this run. The
totals developed are used to balance against the
controls established in run 1.

Master, deduction, current earnings, new year-
to-date, and reconciliation cards are selected into
separate pockets for further analysis or for filing,
thus saving a separate sort. At the same time, it
is also possible to separate bond issue cards, stock
issue cards, or any other special deduction cards
for further analysis or processing.
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Card Reader/Card Punch Approach

The flow of data for a salary payroll in this
approach is shown in Figure 64. In the first run,
the merged master, deduction and year-to-date
cards are proof-listed. In the second run, the
overtime cards are extended and the controls for
overtime printed.

1. After the controls are established, the over-
time cards are merged with the master, deduction
and previous year-to-date cards. This file is
placed in the card reader, and blank year-to-date
and current earnings cards (dual-card format) are
placed in the card punch. During this run, the
gross-to-net calculations are performed, the payroll
register is printed, and the current earnings and
new year-to-date cards are punched. The check
number is printed on the payroll register and
punched into the current earnings card.
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2. The master and deduction cards are
separated from the year-to-date earnings and
sorted with the current earnings and new year-to-
date cards.

3. The file is placed in the card reader and
blank check reconciliation tards are placed in the
card punch. In this run, the checks and statements
are prepared and a check reconciliation card is
punched. After the run, the master, current earn-
ings, deduction, and new year-to-date cards are
separated and filed.

4. The check reconcilation cards are processed
to create the check register. This run can be
eliminated, since the check number is printed on
the payroll register. If the check number is
punched into the current earnings card, a separate
reconciliation card is unnecessary.
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Job-Rated Payroll

In a job-rated payroll, the employee is paid for the
particular job he performs on the basis of an hourly
rate. There are two general methods of deciding
hourly rates--by occupation and by individual.
Under the occupation-rated method, no matter who
works at a specific job, the hourly rate is the same.
Under the employee-rated method, the hourly rate
is set for the individual, no matter what job he
performs. Because, in either case, gross pay
equals hourly rate times hours worked, the typical
procedures which follow work for both methods.

There are many procedures used to record hours
worked and hourly rate in punched card form. They
range from manual recording methods to automatic
teleprocessing methods. For example, in some
companies, employees' daily work records are
filled in by the foreman for each job performed.
These records are audited by the payroll depart-
ment and batched for card punching. Job cards are
punched and verified, and a proof list is run to
balance against the proof tape.

In other companies, teleprocessing equipment is
used to report job times. In this case, job cards
are punched, verified, and attached to shop orders
before they are released to the first manufacturing
department. At the start of each job, the employer
transmits to the data processing department the
start time using these job cards. In the data
processing department, the information that is
transmitted is recorded in punched card form and
includes all the data from the job card as well as
employee identification and start time. At the end
of the shift, or daily, the job cards are sorted by
man number within department and zero-balanced
to the total hours of the shift. Any discrepancies in
time are indicated for investigation.

The processing methods that follow assume that
job cards are punched with man number, hours
worked, rate, job number, etc.

MFCM Approach

The processing of these job cards using the MFCM
approach is shown in Figure 65.

1. Weekly, the daily job cards are sorted by
man number within department and placed in the
primary feed of the MFCM. Deductions and
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previous year-to-date cards are placed in the
secondary feed. In this run, the two decks are
merged, and a proof control sheet is created for
further balancing. If rates are not included in the
job cards, the job cards are sorted by rate code and
merged with rate cards. A separate processing run
is then required to punch rate amount. ( This step
is not shown on the flowchart.)

2, After all balancing has been done, the newly
merged deck is placed in the primary feed of the
MFCM, and blank year-to-date cards and current
earnings cards are placed in the secondary feed.
During this run, the payroll is calculated from
source (gross) to net and earnings are punched into
the current earnings cards along with check number.
This enables the current earnings card to be used as
a reconciliation card at a later date. A payroll
register is printed at this time which also includes
the check number, and the new year-to-date card is
punched and selected into a pocket along with the
master, weekly time, current earnings, and
deduction cards. The previous year-to-date and
job cards may be selected into separate pockets for
further analysis or filing.

3. The check and earnings statements can be
produced in one of two forms. They may be printed
checks produced on the printer or punched card
checks produced by putting blank card checks and
statements into the secondary feed of the MFCM.

If the latter method is chosen, the card checks and
statements may also be interpreted using the
interpreter device on the MFCM. At the same time
the master, time, deduction and year-to-date cards
may be selected into separate pockets for further
analysis or filing. It is possible to create a
separate check register if a card check is punched.
This separate register, however, can be eliminated,
since the check number appears on the payroll
register. If checks are printed and a separate check
register is desired, it can easily be prepared by
using the MFCM for a separate run.

As in the salary payroll, special deductions are
easily handled by punching a code into the card,
selecting these cards immediately for special
processing, or using the codes to handle special
processing at a later date.

Because of the speed of calculating, the extension
of rate times hours does not have to be punched into
the job cards. The calculations are remade when-
ever necessary for labor distribution.
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Card Reader/Card Punch Approach

Another approach that can be taken is to use a
configuration that includes a separate reader and a
separate punch rather than the MFCM. The flow of
data for this approach is shown in Figure 66.

1. Each week, the job cards are sorted by man
number and merged with a deck containing master,
deduction and previous year-to-date cards. The
deck containing the master, deduction, and previous
year-to-date cards would have been run through the
Model 20 for a proof control listing before merging
with the job cards.

2. The merged deck of cards is placed in the
card reader. Current earnings and year-to-date
blank cards are placed in the card punch. During
this processing run, the gross-to-net calculations
are made, the payroll register is printed including
check number, and the new current earnings and
new year-to-date cards are punched.

3. The master and deduction cards are selected
on a sorter and merged with the new current earn-
ings and year-to-date cards for check-writing
purposes. These cards are placed in the card
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reader and blank check reconciliation cards in the
card punch. In this run the checks and statements
are written and check reconciliation cards are
punched. (The current earnings card can be used as
the reconciliation card by punching check number
into it when it is created.) The master, current
earnings, deductions, and year-to-date card are
sorted for filing or further analysis.

4. The check reconciliation cards are processed
through the Model 20 to create the check register.
This may be eliminated because the payroll register
contains the check numbers.

SUMMARY

In comparing any of the payroll procedures on the
System/360, Model 20, with punched card conven-
tional methods, it can be seen that many of the steps
involved in the conventional method are combined in
the System/360, Model 20, method. The separate
machine processing steps include (1) calculating,
punching and checking, (2) printing, and (3) collating.
All of these are combined in one run on the System/
360, Model 20, method.
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