
























































Aging Balance-Forward Accounts 
In the balance-forward approach to handling receiv­
ables, the identity of the prior month's outstanding 
items is not maintained and cash receipts are applied 
against the total outstanding balance. Thus, a different 
method of aging than described for open-item receiv­
ables must be used. Instead of aging each entry in­
dividually, the aging procedure is applied to the total 
outstanding for each age period (i.e., 30, 60, 90 days, 
etc.) and cash receipts are credited successively to 
these periods. 

Figure 25 shows the type of balance card used in 
this procedure. Note that the account balance of 
$1,696.34 is made up of $1,000.67 which is current, 
$380.67 which is over 30 days past due, and $315.00 
which is over 60 days past due, as of March 31. When 
the April trial balance is to be prepared, the April 
transaction cards are collated with the March balance 
cards. The cards are then placed in an accounting 
machine which is programmed to automatically age 
the balances in the following manner: 

The machine first compares the total current pur­
chases with the total outstanding account balance. 
If the .two agree, it is obvious that no aged items are 
present, and the operation is normal. If, however, the 
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total amount due is larger than current purchases, the 
accounting machine begins a special program to age 
the account. 

Payments are first credited to the oldest balance 
category. If a payment covers more than the oldest 
category, the remaining amount paid is applied to the 
next balance, and so on, until receipts have been fully 
applied. Charges are, of course, added to the current 
field. In this manner, maximum speed and efficiency 
are achieved because the machine recognizes the 
delinquent accounts immediately and goes through 
the special aging program only when necessary. 

After each account is analyzed, the results are 
printed on the trial balance and a new balance-for­
ward summary card is punched for next month's use. 
The total of the trial balance is checked with the 
accounts receivable control sheet, and the operation is 
complete. Figure 26 is a schematic of this processing 
as it would be performed on an IBM 403 Alphabetical 
Accounting Machine with the special programming 
feature. Similar procedures could be followed with 
other accounting machines. It is also possible to 
utilize any IBM calculating punch for the aging func­
tion and for punching the new aged balance-forward 
summary cards, and then to list the resulting cards on 
an accounting machine to prepare the printed report. 
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Figure 26. Schematic of Balance-Forward Aging 
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Dating 
Many companies use dating terms under which pay­
ment for merchandise sold is not required until some 
months after the merchandise is delivered. Thus, for 
example, the first invoice shown in Figure 27 was 
rendered on April 13, but is not due until September. 
If the invoice were paid prior to September 10 the 
customer would be entitled to a 2% cash discount. 
This type of dating is frequently used in such indus­
tries as jewelry, garment, toy, etc., primarily because 
of the seasonal nature of the demand in these indus­
tries and the desire of vendors to minimize peak ship­
ping and warehousing loads. Dating reduces these 
peaks, since customers will accept merchandise sooner 
in the season (payment is not usually required until 
the peak selling period is reached), thus spreading 
the vendor's volume more evenly. 

In addition to providing dating terms, many vendors 
also write invoices on normal discounting terms and 
on net terms, and in some cases even permit anticipa­
tion. Under these circumstances the usual type of 
balance-forward statement, which does not show pre­
vious month's outstanding invoices, is not very helpful 
to the customer in figuring his net monthly remit­
tance, since he requires more information than is 
shown. However, open-item approaches can provide 
for the preparation of customer statements which 
show individual invoices and the monthly amount 
due, taking dating into consideration. 
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STATEMENT 

Ba rton Manufacturing Company, 

RENO, NEVADA 

'ROGERS JEWELERS 
-, 

120 S MAIN ST 
LNEWTON NEVADA .J 11620 

Please CHECK IMMEDIATELY ALL INVOICES listed on this statement with shipments 
received during the month. 
If you have not yet received any shipment listed, write to us at once so that we may 
investigate. 

d w 
o 0 INVOICE DATE DATE 

~ e NO. OF INV. (NOT DUE) 

90.95 
43A.20 

Inc. 

08/30/6 

INVOICES 

Figure 27. Typical Statement Showing Dating Details 

Figure 27 is typical of the statements that can be 
prepared. It shows all outstanding items regardless 
of their date and provides a complete picture of the 
status of the account. All open invoices are listed 
with the current, dated and past-due invoices falling 
in their respective columns. After all the open trans­
actions for an account, the statement shows the total 
outstanding balance, the amount of future datings, 
the amount of invoices due for payment, the cash dis­
count available on the current invoices, and the total 
net amount due. Thus a single statement gives each 
customer a complete, easy-to-understand picture of 
his immediate and future obligations. In addition, the 
statement contains a remittance stub listing the in­
voice numbers of all outstanding invoices and the 
invoice amounts on all items due. When the vendor 
makes his payment, the remittance stub can be used 
to identify the items paid. 

There are naturally many variations of the pro­
cedure and the statement described. The use of 
open-item procedures, however, has proved to be a 
very effective means of handling accounts receivable 
where dating and other items are used. Another bene­
fit of an open-item file, where dating is involved, is 
that the file can be sorted by due date and a tabula­
tion of the cash due by all future due dates can be 
prepared, thus enabling management to forecast more 
effectively their cash positions at various times in the 
future. 

REMITTANCE STUB 0 
To assure proper cr~dit to your I 
account PLEASE DETACH this 0 
stub & return with your remittance to: I 

Ix 
~~ BARTON MFG. CO., INC. 0 

~ Reno, Nevada 
I a 
I ACCOUNT NAME 
I 
I ROGERS JEWELERS 

:08/30/6 11620 

I 
I 
I 
I 
I 
I 
I 
I 

DATE 

OF INVOICE NO. 

ALLOWABLE DISCOUNT 
FOR THIS STATEMENT 

ACCOUNT NO. 

INVOICES DUE 

FOR PAYM-ENT 

90.95 
438.20 

0 

0 

0 

0 

0 

o 
o 

PAY THIS AMOUNT 0 
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History and Reference Information 
As pOinted out in the introduction, the data processing 
procedures used for maintaining account balances, for 
credit authorization, for determining delinquent ac­
counts, and for preparing trial balances and state­
ments provide for most of the necessary data How 
between accounts receivable and the credit and other 
departments. However, additional information, not 
provided by the above means, may often be desired 
by these departments. The following are some of the 
ways in which this information can be obtained. 

Use of Card Files 
In open-item procedures, the accounts receivable file 
is frequently used when the current status of an 
account is required, since the file contains all out­
standing items in account sequence. The current paid 
file can also be maintained in similar sequence for 
reference purposes. When this is done the paid file 
is maintained until the end of the period and then 
used to run a history report. 

In balance-forward approaches the card files rep­
resenting cash received and invoices written in the 

current period can be maintained in account sequence 
and used for reference purposes. 

History Listings 
A common method of providing reference information 
is through history reports (Figure 28) prepared by 
periodically listing the cards in the paid file. In one 
application, for example, a report is run each quarter, 
with each successive quarter showing the previous 
quarter's transactions as well as the current ones. Be­
cause these reports are relatively compact they can 
usually be kept on the credit man's desk for ease of 
reference. In addition to shoWing in detail all indi­
vidual transactions, these reports usually show sum­
mary figures of sales and returns. 

Use of Statements 
Balance-forward statements gener.ally show all trans­
actions that occurred during the period for which they 
were prepared. Thus, a history of all accounts can be 
kept if an extra copy of the statements is prepared and 
filed by account, or if the statements are bound by 
month in account-number sequence. 
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Figure 28. History Listing 
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Use of the Trial Balance 
In many cases trial balances are run weekly, or on 
request, to provide the credit department with cur­
rent information. Provision can also be made to in­
dicate payments received on a copy of the previous 
period's trial balance. In one procedure, for example, 
the receivables clerk lines out accounts that have been 
paid in full and notes the amount paid for accounts 
on which partial payments have been made. This ap­
proach can be used with balance-forward or open­
item procedures but is more prevalent with the former. 
Copies of statements are occasionally used in a similar 
manner. 

Use of the Balance Record 
In balance-forward procedures a balance record is 
maintained for each account. This record, whether in 
cards or on magnetic tape or disks, usually shows the 
balance due and perhaps an aging of the outstanding 
balance. In addition, it is frequently possible to in­
clude additional history and reference in the record. 
Thus, for example, sales information ( year-to-date 
sales, returns, net sales, etc.), accounts receivable data 
(highest balance, number of months delinquent last 
year, this year, etc.) and customer reference informa­
tion (credit rating, type of account, credit limit, etc.) 

! Customer 
account Customer Name and Address 

~ number 

can be maintained. Figure 29 shows a record of the 
type described. 

Ledger Cards 

Since the underlying function of conventional ledger 
cards, as a working record to store account balances, is 
performed by use of punched card ledger flIes, data 
processing procedures do not require their use to 
maintain account balances. Similarly, many of the 
other functions of the ledger card, such as its use as 
a source for preparing aged trial balances, providing 
a current balance, shoWing sales volume, etc., are per­
formed by the punched card ledger file and by reports 
prepared from the file. When ledger cards are re­
quired, however, they can be obtained in the follow­
ing ways. 

Facsimile-Posted Ledger Cards 

The IBM 954 Facsimile Posting Machine provides an 
inexpensive and efficient method of transferring to a 
ledger card a complete line of printed data from a 
master sheet prepared by an accounting machine. 
The 954 model 2 uses a heat-transfer method of post­
ing which results in easily read, evenly aligned and 
permanent ledger cards prepared as follows: 
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Figure 29. Customer Master Record (Including History and Reference Data) 
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An original listing becomes a master sheet from 
which postings are made. The continuous-form mas­
ters are prepared by an accounting machine in the 
usual manner of preparing reports, except that a 
reverse carbon impression is. made on the back of the 
report from heat-transfer carbon paper. The carbon 
master listing is then fed into the facsimile posting 
machine, and the line to be posted is brought under 
the pressure bar. The form advances automatically, 
line by line, during posting. The master sheets, since 
they are unaffected by posting, can be used as per­
manent file copies. 

Each ledger form is manually placed on the posting 
table and aligned under a posting-line indicator. 
When the motor bar is depressed, card grippers auto­
matically feed the sheet to the transferring position. 
Heat and pressure are then simultaneously applied 
to transfer a portion of the carbon deposit to the 
ledger card for a permanent record. Standard ledger 
card stock can be used. At the end of the cycle, the 
ledger form is returned to the original position and the 
master sheet is automatically spaced ahead for the 
next line to be posted. 

Figure 30 shows a customer ledger posted by this 
method. Invoices are posted from a copy of the in­
voice register and payments from a copy of the cash 
receipts register. 

Another approach is to periodically take all transac­
tion cards and merge them with balance-forward 
summary cards (showing the outstanding balance of 
each account). The transaction cards and the corre­
sponding balance cards are then processed in the 
accounting machine to prepare a facsimile posting 
master sheet containing the transactions and the re­
sulting new balances to be posted to the ledger card. 
New balance cards are summary-punched and then 
collated back with ·the remainder of the balance cards. 
This approach can be used with open-item or bal­
ance-forward procedures. 

Ledger Cards Posted on the 557 Interpreter 

The IBM 557 Alphabetical Interpreter provides an­
other approach to posting ledger cards. This machine 
makes it possible to mechanically post individual 
transaction cards or summary cards to punched card 
ledger files. 
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o : CUST 
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12797 SUSSELMANS 01/16 
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01/16 

2641. 
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NAME - Kilcain and Cross Inc 
07' ADDRESS 700 Penglade Ave. 

. Wenterick, Ohio 
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04: 
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CONTACT 
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WE 6-9888 
Mr. J. C. Donnell 
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DATE 
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NUMBER ~ u MAN DATE 
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187. 44 45271 12 211 01/13 
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426.15 426.15'" 45274 12 086 01113 
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ACCOUNTS RECEIVABLE 
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CREDIT LIMIT $4000. 
TERMS 2/10-N/30 
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AMOUNT 
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VOUCHER 
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39627 24 12/28 
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93.55 

45271 12 
4527:' 12 

440.79* 45272 12 
43864 24 01/24 110.29 

93.55* 47004 12 
45271 24 01/25 183.69 3.75 
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Figure 30. Facsimile-Posted Ledger Card 
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Perhaps the most common use of this type of ledger 
card is where a monthly summary is posted; posting 
summary figures minimizes posting time and results 
in a very easily analyzed ledger card. Figure 31 shows 
a ledger card of this type, prepared as follows: 

While printing customer statements, a summary 
card is punched which contains account number, 
account balance, total charges, payments and credits, 
and an aging of the account balance. Following a 
balancing operation, the new balance cards are match­
merged with the accounts receivable ledger card file, 

ACCOUNT NUMBER NAME 

140229980 MRS CLARENCE CALVERT 
TYPE mp~~ I YRom~~" 

I CI 60 
DATE CHARGES PAYMENTS CREDITS ~~~v,:~: BALANCE 

JAt 60 I ~8:00 70'00 , I 128100 
FEB 60 32105 128:00 I 32 105 

I MAR 60 96194 I 128199 
APR 60 3345 128:99 15100 18145 
MAY it I 35:00 1845 I 135100 
JUNE 60 I I 135100 
JULY 60 I I 10100 I 25

1
°0 

AUG 60 I 1 1 
2500 

• 60 20100 25 1°0 20100 
OCT 60 I I I 1 
NOV 60 1 I I I 
DEC 60 I I 1 JAN 61 1 I 
FEB 61 

1 I I 
MAR 61 I 

I 1 1 APR 61 I 
I 1 

MAY 61 I I I 
JUNE 61 I I I I 

II I 1 I 1 I 

Figure 31. Ledger Card Posted on the IBM 557 Interpreter 

the summary card falling ahead of the ledger card. 
The cards are then placed in the interpreter and the 
information is posted to the ledger card. After post­
ing, each set of cards goes to a different pocket. The 
transaction summary cards are put into a history file 
and the ledger cards are collated back into the ledger 
file. 

While the above procedure provides for posting all 
summary cards to the same posting line, it is possible 
to post each transaction to the next open posting line 
if the Selective Line Printing feature is used. 

ADDRESS 

450 FONTANA AVE 
CITY AND STATE 

ASHEVILLE NORTH CAROLINA 
OVER 60 OVER 90 OVER 120 REMARKS 

I I 1 I I 
1 I I 
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1 I •• I 
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25100 
25 100 

I 
I I • 
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I • 
I 1 

I I I 
I I I 
1 I I 
I I I 
I I I • I I I 
1 1 I II 
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Mechanized Cash Posting 
The substitution of machine processing for manual 
and key-driven steps provides the basic advantage of 
data processing procedures, and, generally speaking, 
the more steps performed automatically, the more 
effective the procedure. Thus, many accounts receiv­
able approaches provide for the automatic entry and 
application of cash receipts. In typical balance-for­
ward procedures a machine-readable remittance 
document is prepared. It is usually a 51-column pre­
punched card but can also be a 22- or 80-column 
card or a paper stub that can be read by optical char­
acter sensing (Figure 32). The remittance stub 
(which is frequently referred to as a payment coupon, 
payment card, payment notice, etc.) is returned with 
the customer's payment. 

For payments differing from the prepunched 
amount, provision is made either to mark-sense or 
manually punch the amount paid. The payment stubs 

are then converted to full-size cards-unless they are 
already 80-column cards or, in some cases, 51-column 
cards. The payment cards are then balanced with 
the cashier's total of cash received. N ext, they are 
sorted into account-number sequence and used to 
prepare the cash receipts register. Finally, the cards 
are used to automatically update the accounts receiv­
able records. This may be done in many ways: 

• The payment cards may be collated with last 
period's balance cards and this period's charge cards. 
At the end of the period all cards in the file are used 
to prepare customer statements and to summary­
punch new balance cards containing the new account 
balance. These cards, minus any with zero balances, 
prOVide the starting point for next month's accounts 
receivable processing. 

• The payment cards may be collated against the 
balance file on account number and amount, and all 
matching balance cards pulled from the file. These 
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ALWAYS RETURN 
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balance cards represent accounts paid in full and 
their absence from the balance file indicates that the 
accounts are current. 

Payment cards for partial payments or overpay­
ments are collated into the file behind their respective 
balance cards. At the end of the period the balance 
and payment cards still in the file are summary­
punched into new balance cards. These balance cards 
represent all past-due accounts and are merged with 
the cards representing current charges. The resulting 
file is used to prepare customer statements and is the 
basis for next month's accounts receivable file. 

• The payment cards may be collated against the 
balance file on account number, the corresponding 
balance and transaction cards are then processed, and 
the new balance information is calculated and punched 
into the transaction cards, which become the new 
balance cards. 

Mechanized cash posting is found very commonly 

in public utilities, life insurance companies, banks, 
gasoline companies, department stores and similar 
industries where a large volume of cash receipts is 
handled and where a large perceptage of them cover 
the exact amount due. Examples of mechanized 
posting are given later in the manual under "Indus­
try Approaches." 

At the present time, only a small percentage of 
open-item procedures provide for automatic cash 
posting, because of the individual handling required. 
However, where data processing systems are used for 
open-item accounts receivable, provision is usually 
made for analyzing and applying the majority of 
payments mechanically, with only a small portion re­
quiring manual attention. The more common method 
of applying cash in open-item procedures - that is, 
by manually selecting cards for items paid - was dis­
cussed in the section of the manual covering typical 
open-item procedures. 
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Industry Approaches 

The procedures described in this section have been 
selected because most people are familiar with the 
products and services of the industries involved and 
because they illustrate principles that can be applied 
to other accounts receivable applications. We shall 
briefly outline the areas chosen before covering them 
in more detail. 

Credit Card Plans 
The use of credit cards has grown tremendously in 
recent years and shows every sign of continued rapid 
growth. Department stores were probably the first 
large local users of this approach; gasoline companies 
were probably the first to apply it on a nationwide 
basis. In recent years, more and more people have 
been using both nationwide credit plans (American 
Express, Carte Blanche, the Diners' Club, etc.) and 
local credit plans (Bank of America, Chase Manhat­
tan Bank, etc.). 

Gasoline Credit Plans: All major gasoline companies 
allow their customers to purchase gasoline, oil, etc., 
on a charge plan basis, which generally operates as 
follows: 

After an application has been approved, a plastic 
credit card is sent to the customer. When he pur­
chases gasoline, the credit card is used to imprint the 
sales ticket with his name, address and account num­
ber; the details of the transaction are entered by 
hand. The customer is given part 2 of the sales ticket 
and the original (usually a 51-column card) is for­
warded to the company's central office. 

At the central office the required information is 
punched into the sales tickets, which are then mechan­
ically sorted and filed by account. At the end of a 
billing cycle, the 51-column sales tickets and the pay­
ments are summarized into 80-column cards which are 
merged with name and address cards and with bal­
ance-forward cards for accounts with unpaid balances. 
Customer statements are then prepared on an account­
ing machine. The statements are usually 80-column 
cards with a 51-column portion to be returned when 
payment is made. After being microfilmed the sales 
tickets and the statements are forwarded to the cus­
tomers. 

Nationwide Credit Plans: These differ somewhat 
from the plan just described because of the large 
number of credit card holders (in the millions), and 
because of the widespread distribution and the many 
kinds of establishments honoring the cards. Never-
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theless, the approach used by these plans is similar 
in broad outline to the gasoline credit card. 

Local Credit Plans: These plans are similar to 
nationwide plans, but usually cover a smaller area 
such as a state or major city. 

Retail Credit Card Plans: Department and specialty 
stores have been using credit plans for many years. 
Many kinds are in use, the two most common being 
the regular SO-day charge plan and the revolving 
credit charge plan. A typical retail accounts receiv­
able application will be discussed to illustrate this 
area of accounts receivable. 

Public Utility Accounts Receivable 
Almost every family in the country receives one or 
more utility bills every month, a large percentage of 
which are prepared by data processing methods. This 
area of accounting, which the utilities call customer 
accounting, usually includes service order writing, 
preparation of meter reading cards, calculating and 
printing customer bills, remittance accounting, cash 
posting, preparation of delinquency notices, and cycle 
balancing. We shall concern ourselves with the last 
four functions mentioned and shall describe a com­
monly followed approach to performing them. 

Loan Accounting 
Mortgage loans and installment loans (automobile, 
appliance, boat, home modernization, personal, etc.) 
are the two most common types of loan extended by 
financial institutions. They are issued by commercial 
banks, credit unions,personalloan companies, savings 
and loan associations, savings banks, and similar or­
ganizations. The large-volume, repetitive clerical na­
ture of loan accounting, combined with its rapid 
growth, has accounted for the widespread use of IBM 

procedures for this application. 
While there are many variations in use, and while 

loan accounting is in a slightly different category from 
most accounts receivable procedures, the application 
is characterized by the following accounts receivable 
functions: 

Use of prepunched coupons for remittances. 
Machine posting of payments. 
Mechanical calculation of balances, late charges 

and payment allocations. 
Machine-prepared trial balances and customer 

statements. 
A typical mortgage loan application will be de­

scribed to illustrate these functions. 



Retail .Accounts Receivable 
Department stores, specialty stores and similar retail 
concerns provide charge plans allowing their custom­
ers to buy merchandise on credit. Some stores offer 
as many as five, and it is not unusual for one customer 
to use several of them concurrently. Because of the 
growth in the number of plans and the increasing 
volume of charge sales, many retailers are providing 
for the mechanization of this function. The approaches 
followed generally provide for the use of punched 
card sales checks and for their processing on either 
unit record machines or data processing systems. We 
shall describe one approach using an IBM 1401 Data 
Processing System to show what can be done. The pro­
cedure outlined uses cycle billing, where the accounts 
receivable is subdivided into groups and each group is 
rendered statements on a separate date. This elimi­
nates the peak loads that would occur if all statements 
were prepared at one time. 

Input 

Sales 

The punched card sales check (Figure 33) is the 
main source of input. This document, once punched, 
is machine-sorted to account number, creates cycle 
totals, bills the customer, merges with the customer 
statement automatically - and may be machine-in­
serted into an envelope. For ease of conversion from 
paper sales checks, the card form is generally designed 
to correspond to the previously used sales check, with 
only slight rearrangement of information. Thus, there 
is usually little difficulty in introducing the card check 
on the sales floor. These sales checks may be obtained 
in individual sets or in books, and in either case their 
writing remains the same as under the previous sales 
floor procedures. 

While the punched card sales cheek can be easily 
used with differing sales audit requirements, we shall 
describe a procedure based on a typical floor audit 
system. The cash register envelope is prepared and 
balanced in basically the same manner as under 
previous audit procedures. During balancing, the 
total of the charge sales is written on a register card 
which is placed in front of the charge sales checks. 
The cards and register envelopes are then forwarded 
to the punching section, where the following data is 
punched: 

Register Card: Card code, total of charge sales, date 
and register number. 

Sales Checks: Type of account, account number or 
four or five letters of name in lieu of account number, 
sales check amount and date. 

The sales checks are then balanced (on the ac­
counting machine) to the charge totals punched into 
the register cards. 

While the procedure outlined above was chosen 
because of its simplicity, it is also possible to follow 
a procedure combining sales audit functions and the 
punching of the sales check. Furthermore, the use 
of optical character sensing, in conjunction with point­
of-sale recorders, permits the automatic entry of data 
into the accounts receivable procedure. The exact ap­
proach followed here is, of course, a matter to be 
determined by individual retailers according to their 
specific requirements. 

Credits 

Credit forms for customer returns and adjustments are 
deSigned similarly to the card sales check and are 
written in the same manner as at present. As credits 
are received in the office they are visually reviewed 
and an adding machine total is taken by batch. This 
batch total is entered on a control sheet. The follow­
ing information is punched: 
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Credit Cards: Date, type of credit (cash, C.O.D., 
charge, etc.), department, sales person, amount, and, 
for charges only, account number or four or five let­
ters of name when account number is not shown. 

The credits are then listed and balanced to the 
batch controls. Since the credit cards are used in 
the sales audit procedure as well as accounts receiv­
able, they are automatically reproduced so that the 
originals may be promptly forwarded to the receiv­
ables processing. 

Payments 

The customer statement is printed on an IBM stub 
card (Figure 34) with a returnable payment stub 
which is machine-processable. It is generally advis­
able to design statements with a 51-column payment 
stub, as illustrated, to allow customers to enter name 
and address changes on the stub. Experience has 
shown that when a card statement is used, a higher 
percentage of payments are received with stubs than 
when a paper statement is used. 

Before mailing, the statement is automatically 
punched with the customer's account number and 
amount due, to provide an automatic entry to credit 
the customer's account when the payment is received. 
If the amount is paid as billed, a special position on 
the back of the statement is mark-sensed. If the 
amount differs, the exact amount paid is mark-sensed. 

A second payment form is used when the payment 
is made without the returnable portion of the state­
ment. This is also an IBM stub card; however, the 
machine-processable part of the form is an 80-column 
card. The payment forms are handled in the follow­
ing manner: 

If the customer pays at the store and has the 
statement with him, his portion is validated with the 
amount of payment. One validation appears on the 

I 
I 

.. 

I .. 

I I 
.. I 

I I 
I 

I 

Figure 34. Payment Stub 
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customer's portion and one on the store portion. The 
store's portion is mark-sensed on the back of the card 
and placed in a receptacle. If the customer does not 
have the statement, his credit plate is used to imprint 
the identification on the payment form; otherwise it 
is manually written. The card is then validated as 
before. Mail payments are handled in a similar 
fashion. 

The payments are forwarded by the cashiers in two 
groups: statement stubs and handwritten 80-column 
payment cards. The stubs are mark-sense-punched 
and reproduced, while the 80-column cards are manu­
ally punched with the customer account number or 
four or five letters of name, the date and the amount 
paid. Both groups of cards are then listed and bal­
anced to the cashier's totals. 

Preliminary Processing 

After all transactions for the day have been balanced, 
the charge transactions are brought together for the 
accounts receivable processing. The transactions hav­
ing an account number are separated from those 
transactions where the credit plate was not carried 
and where no account number is on the sales check. 
Those without numbers are machine-sorted by four or 
five letters of name (punched only where the account 
number is not indicated), to facilitate looking up and 
entering account numbers. The account number is 
then punched in the sales checks and they are usually 
held for processing with the following day's trans­
actions. 

Today's transactions, including sales, returns, pay­
ments, adjustments, address changes, inquiries and 
new accounts, are combined with the previous day's 
transactions which required account-number lookup, 
and are sorted by account number. 



Updating and Analysis of Accounts 

Customer Master Record 

A complete record of each customer's account is 
stored on magnetic tape. This record serves as the 
basis for the evaluation of credit risk, for customer 
billing (including addressing) and for collection fol­
low-up. The data maintained can be varied to meet 
individual requirements. Figure 35 shows a typi­
cal master record. 

Processing 

In account sequence, all of the day's transactions are 
read into the 1401 and processed against the customer 
master tape. Each account is updated and analyzed 
to determine whether the transactions just processed 
have created a condition which should be brought to 
the attention of the authorization or collection sec­
tions. Flasher cards are automatically punched and 
forwarded to these groups to bring to their notice con­
ditions such as accounts over credit limits, unusual 
buildups, payments or purchases made on collection 
accounts, etc. 
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Figure 35. Customer Master Record 
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Figure 36. Daily Updating, Analysis, and Control 

Since buildups are relative to individual customer 
habits, the 1401, through its logical ability, can be 
programmed to consider a variety of factors before 
reporting a buildup. The factors considered, for ex­
ample, could be number of sales checks, credit rating, 
previous high balance, purchases this year to date and 
last year, etc. 

Control 

A control record is kept on tape for each cycle. As 
the accounts are updated, the day's transactions are 
accumulated and are added to the starting control 
figure for each cycle. The new control figures are 
balanced with the sum of all the individual accounts 
in the cycle (accumulated as each account was proc­
essed). Thus cycle control figures are updated and 
checked, and the customer master file is trial-bal­
anced. In addition, a detailed transaction and cycle 
control report is prepared, providing an audit trail in 
customer account-number sequence for ease of refer­
ence. All this is done automatically during the daily 
processing run. 

Figure 36 is a How chart of the updating, analysis 
and control activities. 
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Billing 
After all cycles are updated, analyzed and balanced 
to controls, the customer master tape representing the 
cycle to be billed is read into the 1401 and a cycle trial 
balance prepared. Then on the statement preparation 
run, each account is analyzed to determine whether 
there is a balance due. Where applicable, service 
charges are calculated and added to the balance. For 
revolving credit accounts, the amount due this month 
is calculated on the basis of the total balance. The 
1401 then prints the customer statement (Figure 37). 
The customer's name and address is listed, followed 

, by the totals of the account's activity and the balance 
due. 

Simultaneously a statement-punching and aged 
ledger-posting card is punched. This card is used 
to reproduce account number, amount due, number 
of transactions, and mailing and dunning code into 
the customer statement. The mailing and dunning 
code, which is determined by the 1401, is used subse­
quently in handling and mailing customer statements. 

Merging Media and Statements 

At time of statement preparation, the transactions for 
the cycle are removed from the files where they are 
kept during the month and are machine-sorted by 
account number. The transactions are then machine­
collated with the customer statements produced on 
the 1401. During this step, through the use of the 
collator counting device, the collator automatically 

10561 
RETAIN THIS PORTION 

FOR YOUR RECORD OF PAYMENT 

I 

checks to assure that all transactions are included 
with each bill. If a sales check is missing, an error 
is automatically signaled. 

Mailing 

After collating, the statements and the associated 
media are photographed. They are then broken down 
by the mailing and dunning code through the use of 
the group sorting device on the IBM sorter. The code 
combines postage and delinquency notice require­
ments, such as 4¢ and 1st reminder notice, 4¢ and 2nd 
reminder notice, etc. Breaking down the statements 
in these groupings facilitates the use of automatic 
inserting . and mailing equipment. Statements with 
credit balances or statements for collection or bad 
debt accounts are also segregated during this oper­
ation. 

Ledger Card Preparation 

The ledger posting card, containing the aged cus­
tomer balance developed in the 1401, is used to post 
the customer's ledger card (see Figure 31, page 31). 
It is automatically collated with the ledger card and 
the information read from it is posted onto the ledger 
by the 557 Interpreter. The interpreter automatically 
segregates the cards with balances outstanding over 
60 days and they are reintmduced into the 1401 to 
produce the delinquent account listing. 

Figure 38 is an overall How chart of the statement 
preparation procedure. 
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Figure 37. Customer Statement 
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Dunning 
The customer master tape for the cycle scheduled 
for collection follow-up is read into the 1401. Each 
account is analyzed for delinquency and when ap­
plicable a delinquency statement is automatically 
prepared. The statements are printed with the cus­
tomer name and address, account balance and past­
due balance. The type of account and the delinquency 
code are also indicated. On the same run cards are 
punched for all delinquency statements prepared. 
These cards are used to reproduce account number, 
amount due and the delinquency code into the state­
ments. The delinquency code number refers to the 
particular follow-up letter which is to be sent with 
the statement. The statements are forwarded to the 
collectors for review and mailing. In the latter stages 
of collection the collector will, of course, decide what 
letter is to be sent or what action is to be taken. 

Authorization 
Credit authorization is accomplished primarily from 
compact files of machine-posted customer history 
ledger cards which are made more informative 
through aging. These cards are posted monthly at 
billing time, from the ledger posting cards, by the 
557. 

In addition, each day, as the customer master tape 
record is being updated, signal cards are punched 
for those accounts that have gone over the credit 
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limit or have experienced an unusually heavy buying 
activity. The Signal cards are machine-listed so that 
the credit manager is apprised of each unusual situa­
tion. The cards are then interpreted and sent to the 
credit authorizers for filing into the customer ledger 
file with each corresponding customer ledger card. 
Similarly, signal cards are automatically punched, 
interpreted and sent to the credit authorizers for pay­
ments against delinquent accounts. 

Advantages 
Some of the advantages that the above approach offers 
to medium and large department and specialty stores 
are: 

Opportunities for reduced operating costs. 
Tight controls without paying a premium for these 

controls. 
Automatic aging of all accounts. 
More complete credit information on a more timely 

basis. 
Reduced time lag from close of cycle to receipt of 

statements by customers. 
Ability to handle peaks without sacrificing sched­

ules or adding a large temporary staff. 
Reduced time lag between a charge sale, return or 

payment and its effect on accounts receivable. 
Decreased floor space requirements. 
Closer control of conditions such as unusual build­

ups, over credit limits, etc. 



Public Utility Accounts Receivable 

Punched Card Bills 
Since the use of a punched card bill is essential to 
a mechanized procedure we shall start with .it and 
then follow the various receivable functions through 
the monthly cycle of a typical utility. Most of the 
utility's customers are sent monthly postcard bills 
(Figure 39) for the service rendered. These are pre­
pared on a cycle basis, with a different group of cus­
tomers billed each cycle. The bill contains three 
parts: an office portion, which is cut off before the 
bill is mailed to the customer; the center portion, 
which is retained by the customer; and the cash por­
tion, which is returned when the bill is paid. Bill prep­
aration, including mark-sense punching of the meter 

reading cards, calculation of the amount to be 
charged, printing of the current and arrears items, 
and addressing of the bills, is performed in the data 
processing department on unit record machines. Dur­
ing the billing procedure the cash stubs are punched 
with account number, route number, net and gross 
amount of the bill, date, and the division of the com­
pany in which the subscriber is located. Space for 
sense-marking partial payments is provided on the rear 
of the cash stub. 

The customers pay their bills either through the 
mail, or to collection agencies or company tellers. 
A cash discount is given if the account is paid by the 
discount date (usually ten days after the bill is 
mailed). When payments are made, the cash stubs 
become an automatic entry into the data processing 
procedure, as indicated below. 
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Remittance Accounting 
Except for some minor differences the cash stubs are 
handled in the same manner whether they are re­
ceived by collection agencies, by mail, or by company 
tellers. The stubs are separated into two groups­
one to be reproduced and one to be manually 
punched. The group to be reproduced contains all 
types of payments as long as the punched stubs are 
in good condition. The group to be manually punched, 
usually around 5% of the total, contains mutilated card 
stubs and paper stubs from duplicate bills. The stubs 
are grouped in batches of about 200, an adding ma­
chine tape is taken on the amounts paid, and a batch 
control slip showing the date, the amount collected, 
and the batch number is prepared. 

Since there are several types of payments, all 
cash stubs (except the batches to be manually 
punched) are sense-marked so that the appropriate 
information can be entered into the 80-column cash 
card created on a subsequent processing step. ~ 

Thus, throOugh the use of mark sensing, it is pos­
sible to provide for the automatic punching of all 
non-mutilated cash stubs and for the subsequent ap­
plication of the payments to the proper balances (net, 
gross, or merchandise). 

Creating Cash Cards 

The batches of cash stubs, both those to be repro­
duced and those toO be manually punched, are for­
warded to the data processing department several 
times each day. The stubs in good condition are 
automatically reproduced into full-size cash cards by 
the reproducing punch. On this step the reproducer 
reads both the information punched into the stub 
and the amount marked on it and then punches the 
corresponding data into the cash cards. Either the net 
payment amount, the gross payment amount or the 
partial, overpayment or merchandise amount is 
punched as indicated by the mark sensing on the 
stub. The district, route and account numbers are 
reproduced into the cash card and a code is· punched 
to indicate whether the payment is late, gross, partial, 
over, or merchandise. The appropriate batch num­
ber, cash source number and date of payment are 
also gang-punched on this run. The same information 
is manually punched into cash cards for mutilated and 

paper stubs. The cash cards are listed on the account­

ing machine and balanced to the adding machine 

batch totals. 

~ Some of the variations in cash payments are as follows: 

Blocks to be Category 
Type of Payment Sense-Marked Cash Applied to of Payment 

Net payment made before due date N Net amount Regular 

Net payment made after due date 1 Gross bill amount Irregular 

Gross payment made after due date G Gross bill amount Regular 

Overpayment made before due date 1 and amount collected Net amount Irregular 

Overpayment made after due date 1 and amount collected Gross bill amount Irregular 

Partial payment I, L and amount collected Gross bill amount Irregular 

Payment to apply against merchandise I, M and amount collected Merchandise amount Irregular 
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Figure 40. Cash Receipts Register 

Cash Receipts Register 

At the end of the day, all cash cards are sorted 
into account-number sequence and are listed in the 
accounting machine to produce the cash receipts 
register (Figure 40). This register, showing the dis­
trict, route, folio number and amount paid, is balanced 
to the day's cash total and copies are forwarded to the 
district offices to advise them of payments received on 
delinquent accounts and to aid them in answering 
customer inquiries. Note the asterisk printed next to 
payments made on delinquent accounts. On the same 

processing step, route control cards are summary­
punched for use in maintaining the route control 
totals. 

The cash cards are then sorted into two categories 
- regular and irregular. Regular cash cards are all 
cash cards representing full payments of the net 
amount before the discount date or the full payment 
of the gross amount after the discount date, and repre­
sent about 85% of the volume. The balance of the 
cards, the irregular payments, include partial or over­
payments, net payments made after the discount date, 
gross payments made before the discount date, etc. 
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Cash Posting 
On the day a cycle is soheduled for cash posting (this 
can be daily, weekly, the day after the discount date, 
etc. ), the regular cash cards and the accounts receiv­
able open file are placed in the collator. The open file 
contains cards for all accounts with outstanding bal­
ances. At the beginning of the cycle, the file has one 
card for each service billed during the past month and 
one card for any previous debit or credit balance in 
the account. The cards in the open account file 
whose account numbers agree with the account num­
ber of regular cash cards are selected from the file and 
merged together with the corresponding cash cards. 
In this manner all accounts paid in full are removed 
from the open file. The merged cards are listed on the 
accounting machine and the regular cash posting reg-

ister (Figure 41) is prepared. On this run the cash 
cards for each account are zero-balanced with the 
open-item cards for the account to assure that the cash 
cards properly cover the open-item cards removed 
from the file. 

After the regular payment cards have been used to 
select the corresponding open items, the irregular pay­
ment cards are merged into the remainder of the 
open-item file. Thus, after cash posting, the open-item 
file contains the receivable cards for customers who 
have not made payments this cycle, and the receiv­
able and cash cards for accounts that have made 
irregular payments this cycle. 

The 'procedure described thus far is shown in 
Figure 42. 

REGULAR CASH POSTING REGISTER 
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30 18 16- o E 9970 2 48 2 5 1 6 5 41 7 30 1~0 420 2 6 1 6 80 30 

46- T58 978907 1 1 3 2 2 1 1 3 7 30 2 30 2 6 1 2 6 1 6 80 30 
1 104 8187 31 704CR 2 6 1 6 80 90 

30 16 96- o E 101078 46 2 4012 42 7 30 1~ 0 426 26 16 80 90 
1 1 6- G58 3950042 1 5 3 2 2 2 14 7 30 2 10 278 2 6 16 80 90 

CR 
35 0 318 --1 CR 

Figure 41. Regular Cash Posting Register 
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Delinquency Notices 
Delinquency notices (Figure 43) are prepared about 
15 days after the bills are mailed. The delinquency 
notice form is in triplicate and shows the details of 
the current unpaid items and any previous unpaid 
balance, followed by the name and address of the 
customer. The completed notices are reviewed to 
determine whether the preliminary notice, the final 
notice, or no notice is to be mailed. The first copy 
of the set is the final notice, the second copy is the 
preliminary notice and the third copy is the office file 
copy. 

The notices are prepared by merging cards from 
the open-item file with the name and address file 
and then listing the statements on the accounting 
machine. 

Cycle Balance 
At the end of the monthly cycle, just before preparing 
the bills for the coming month, all the cards still re­
maining in the accounts receivable file (i.e., all ac­
counts with debit or credit balances) are listed to 
prepare the cycle balance and irregular transaction 
register (Figure 44). This register shows the details 
of all items still open and of any irregular payments 
received. Gross and net amounts are shown where 
applicable and the total amount of forfeited discounts 
is also indicated. 

While the cycle balance register is being listed, 
arrears cards showing the outstanding balances are 
summary-punched for all open accounts. After the 
cycle balance is proved to the accounts receivable 
controls, the arrears cards are available for their part 
in the preparation of next month's bills. The open­
item cards are filed in the history file as they are no 

longer required for processing. Figure 45 shows the 
procedure just described. 

The cycle balance register, listing all accounts not 
fully paid, and the regular cash posting registers, list­
ing all accounts fully paid, thus show all cash postings 
for the month. These reports, plus the billing register 
(printed when the bills are prepared), the daily cash 
receipts register, and the delinquency notices, are 
forwarded to the district offices and provide the basic 
information required by them for answering any cus­
tomer inquiries and for collection follow-up. 

Advantages 

The features of this system, which have resulted in 
an effective and economical operation for utilities, 
can also be used in other industries, and can be sum­
marized as follows: 

Automatic punching of over 90 percent of the pay­
ments received. 

Handling of irregular payments by sense-marking 
the type and amount of the payment on the reverse 
side of the cash stub. 

Automatic listing of cash receipts to balance teller's 
cash. 

:Machine sorting and accumulating of the payments 
received for the preparation of the cash receipts 
journal and accounts receivable control. 

Automatic application of payments by removing 
cards for all accounts paid in full and by inserting 
cards for partial payments. 

Cycle balancing (trial balancing) of open file and 
the summary punching of balance cards for accounts 
in arrears for use in next month's billing. 

Machine preparation of collection notices. 

DESCRIPTION 
SERVICE DATES 

SER AMOUNT ACCOUNT NUMBER FROM TO 

3 340 7 4 10 9 5 10 8 617 6 1-0 8-1 9 6 7 2-0 I 
5

1
0 8 5 14 9 2 6 0 94 410 9 I I FINAL NOTICE 

WATER HEA TEIR 511 2 319 6 PAYMENT OF YOUR PAST 

PREVIOUS I 4 11 2 1 0 10 3 BAIL. DUE SERVICE ACCOUNT HAS 

I I NOT BEEN RECEIVED. THIS 
I I I 
I I I !ACCOUNT MUST BE PAID TO 

AVOID THE INCONVENIENCE 

OF BEING WITHOUT SERVICE. 

PAST DUE BAL.ANCE SERVICE WIL..L.. BE 
I DISCONNECTED IF 

JOHN JACOB SCHMI 0$ 2 6!2 4 PAYMENT IS NOT 

o 
140 9 BREASY AVENU ASOF MADE BEFORE 

FOREST HI LLS WIS 5 1 2 6- MAY 2 0 6-
DATE DATE D 

A RECONNECTION CHARGE WILL BE REQUIRED TO RESTORE SERVICE 

METROPOLITAN PUBLIC SERVICE CORPORATION 

Figure 43. Delinquency Notice 
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CYCLE BALANCE AND IRREGULAR TRANSACTION REGISTER 

GA. ,.ACTO". MET DT 
METER METER ~"EVIOU. ~"E.ENT PlltEIIEHT ~~ S """ "..0; .. c ! ORO •• NET 
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456 G58 3285870 5 3 33 6 1 9 5 724 2 1 0 1 2 5 
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1 6 30 2 8 1 8 7 31 475 CR -- - -

-
5 0 24 35 8 5SA 117903 6 9 2 9 5 0 7 62 3 1 2 0 

1 5 8 G 58 1713813 12 39 5 2 62 3 2 12 

954 T58 9305760 2 2 32 40 724 2 10 

5 1 9 472 1 8 1 95 2 5LT 13847 1 8 3 32 1 92 49 724 1 10 5 1 9 
454 G58 4305870 1 33 1 8 1 5 724 2 10 2 95 

6 6 12 90 

74 30 1 5 3 1 E 88654 5 6 2 2 1 8 5 5 5 724 1 2 0 5 1 1 
10 5 7 G58 5388329 7 33 5 8 8 724 2 1 0 176 . - 1 6 8 0 1 820 7 31,----687CR 

Figure 44. Cycle Balance and Irregular Transaction Register 
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Loan Accounting 

Coupon Books 
Since the majority of loan accounting procedures use 
some form of coupon books, we shall start with a 
discussion of their preparation and then follow a 
typical mortgage loan application through the 
monthly accounting cycle. 

The use of data processing equipment greatly facili­
tates the preparation of coupon books. Groups of 
cards are punched for each payment period and the 
corresponding due date. These payment cards are 
collated into payment-number sequence, and, from 
the mortgagor's master card, mortgage number (also 
the account number) and payment amount are gang­
punched into them. After the cards are interpreted 
and stapled, a prepunched and inexpensive coupon 
book is ready for distribution to the customer. 

Daily Procedure 
At the time of payment, checks or cash amounts are 
received at the tellers' windows or through the mail, 
each accompanied by a portion of the mortgage pay­
ment ooupon. The mortgagor retains the stub of the 
payment coupon for his record of payment. 

After the coupons are balanced to the teller's con-

troIs, they are sent to the data processing department, 
where they are sorted by mortgage number and initi­
ate the daily mortgage procedure. In mortgage-num­
ber sequence, they are used to pull from the mortgage 
balance file those balance cards (Figure 46) with 
activity. The coupon cards have served their pur­
pose and are filed for historical reference. 

The balance cards are processed by the IBM 602 
Calculating Punch; interest, principal payment, new 
escrow balance and principal balance are calculated 
and punched in the cards. The cards are used to pre­
pare a daily mortgage payment journal in block con­
trol order. General ledger entries and block control 
entries are posted from this report. 

The balance cards are now history cards and are 
filed with preceding history cards to be held for prep­
aI'ation of annual statement. Before filing, however, 
they are reproduced, transferring the new balance 
fields and thereby creating new balance cards for the 
mortgage balance file, which are ready for application 
of the following monthly payment. 

Irregular payments, such as additional principal or 
escrow payments, or increases in mortgages, are han­
dled on a daily basis by punching a miscellaneous 
transaction card. The transactions are coded and ap­
plied, as the code indicates, to the balance cards in 
the mortgage balance file. Figure 47 shows the pro­
cedure described for regular payments. 

/'1 1 ~o;,,~,~~~~~,~ o! ": .. 1, ~".I,t",,!,JoTA~ ~?J~N~!'~!.~!~~.!"'~o~ ?!:~~! ~,~~,,~ !!~,,~! 
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1 2 3 4 5 6 1 8 9 10 11 12 13 14 IS 16 17 18 192021 22 23124]S 26 21 28,29 30 31 32 33,34 35 36 31 38 3914~ 41 424344 45 ~6,41 48 49 5{) SI 5~5),54 55 565158,5960616263 64 65,66 61 68 69 10 11'12 13 14 15 16 l11al19 80 

_JlU 1 11 1 1 1 1 1 1 11 1 1 1 1 1 1 1: 1 1 1 1 1:1 1 1 1 1: 1 1 1 1 1 111 1 1 1 1 1 111 1 1 1 11 111 1 1 1 111 1 1 1 1 1 1:1 1 1 11 1:1 1 11 11 1:1 1 
~ I I I ' I 1 : I I I 

~ C\l J 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2,2 2 2 2 212 2 2 2 2~2 2 2 2 2 2:2 2 2'2 2 2 2:2 2 2 2 212:2 2 2 2 212 2 2 2 2 2 2;2 2 2 2 2 2:2 2 22 212'2 2 
w 0 ~ I I I I I I 1 l ' 

~ "" ~ 33333333333333333:33333:333331333333'33 33'3 3 3~3 3 3333313333313333333:333333:3333333:33 
~ '" I... 1 , ' I ; : I , , 1 

w I"tI'\ i~ 44444444444444444:44444;44444:44 4444:44 4444414444444,44414:4444444:444444'4444444141 
~a:'" 'N ~ I I I I I , 1 1 : I 
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1---1-116 66666666 6 6 6 6 6 6 6 6'6 6 6 6 6:6 6 6 6 616 6 6 6 6 6:6 6 66666:6666666:66661'6666666,666666:66 66661'66 
I , I I , 'I , 

77 7 7 7 7 7 7 7 7 7 7 777 7777 7 7 7 7:7 7 7 7 7:7 7 77 7:7 7 7 7 7 7;7 7 77777:777 7 7 7 717 7 7 7 7:7 7 7 7777:7 7 7771:7777777:77 
1 1 1 I I 1 1 , 
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Figure 46. Mortgage Balance Card 
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Delinquent Procedure 
On the 15th of the month, all customers whose pay­
ments have not yet been received for the period are 
sent reminders. Cards from the open-item file are 
merged with name and address cards, and past-due 
notices (Figure 48) are written on the 402 Alphabetical 
Accounting Machine. 

On the 31st of the month, when all unpaid items 
become delinquent, the cards representing these ac­
counts are automatically coded and sent to the 602 
Calculating Punch, where delinquent interest is com­
puted and added to the principal balance and to the 
total delinquent interest due, to arrive at the new bal­
ances; these amounts are then punched in the cards. 

As delinquent payments are received, the balance 
card is reproduced and filed with the unpaid items for 
the current month. If both the delinquent and cur­
rent payments are received, the balance cards are 
handled with the daily work. Figure 49 shows the 
procedures just described. 

Trial Balance 
Just before the end of the month, the mortgage bal­
ance file is listed on the accounting machine to pre­
pare the trial balance. This report lists the indicative 
and balance data for each mortgage. Control figures 
for each block of mortgages, showing the totals of the 
interest, principal and escrow balances, are also shown. 

Monthly Statements 
Many mortgage loan accounting procedures, instead 
of providing for coupon books, use monthly state-

ments. These statements show payments due for any 

months in arrears, the distribution of the coming 

month's payment, any escrow disbursements (bills 
paid by the bank for the mortgagor) and the mort­
gage balances. They are thus similar in many re­
spects to statements rendered by other businesses, and 

are automatically prepared by listing the required 
cards on the accounting machine. 

Advantages 

Some of the advantages of mechanized loan account­
ing, many of which are applicable to similar receiv­

ables procedures, are as follows: 

The automatic preparation of payment coupons. 
The elimination of manual calculating and posting. 
Positive control of all accounting and late charge 

balances. 
Wide choice in the method of maintaining account 

history for credit reference. 
Rapid preparation of trial balances. 
Tight control of delinquent accounts and machine 

preparation of late notices. 
The automatic preparation of accounting and ana­

lytical reports. 
The ability to increase the number of loans out­

standing without a proportional increase in personnel 

and equipment. 

FINANCIAL INSTITUTION 

ANY CITY 

DATE DUE 
MORTGAGE NUMBER 

Mo.IDAY I YR. 
I I 

300 500 0 810116-
I I 

MORTGAGOR 

JOHN 'DOE 
8 1 2 MAPLE STREET 

ANY STATE 

AMOUNT 
PAST DUE 

I 
o 0 9 011 1 

I 

LONG ISLAND CITY N Y 

L 

Figure 48. Notice of Mortgage Payment Past Due 
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TELEPHONE NO. 

NOTICE OF MORTGAGE PAYMENT 

PAST DUE 

WE HAVE NOT RECEIVED YOUR MORTGAGE 

PAYMENT WHICH WAS DUE ON THE DATE IN-

DICATED HEREON. 

PLEASE MAKE THIS PAYMENT IMMEDIATELY. 

ENCLOSING YOUR COUPON WITH THE PAYMENT. 

--, IF THE DELAY IS CAUSED BY SOME SPECIAL 

CONDITION WE WOULD WELCOME A CALL TO 

OUR OFFICE TO ARRANGE A MUTUALLY SATI S­

FACTORY PAYMENT DATE. 
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Figure 49. Delinquency Procedures 
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Data Processing Systems 

The use of data processing systems has grown very 
rapidly, and it is likely that in the near future more 
work will be performed on these systems than on 
standard punched card ~ccounting machines. Both 
tape and random access computers have been applied 
to accounts receivable accounting, and we shall dis­
cuss each one individually. 

Tape systems were initially used for large-volume 
balance-forward applications in such industries as 
public utilities and insurance. However, in recent 
years, particularly with the development of low cost 
tape processors, many more industries, including re­
tail, gasoline, banking, etc., have turned to these sys­
tems for their accounts receivable processing. These 
approaches usually provide for maintaining a tape 
master record for each account and updating the rec­
ord when bills are rendered and when cash is re­
ceived. The master tape is processed at the end of 
the accounts receivable cycle to prepare trial bal­
ances, customer statements, listings of past-due ac­
counts and any other required reports. In addition 
to balance-forward receivables applications, some 
companies that require open-item approaches for their 
receivables accounting have provided for the main­
tenance of variable length accounts receivable records 

and for applying cash received to individual entries 
maintained on tape. 

The use of random access systems for accounts re­
ceivable is a relatively recent development, with the 
insurance and motor freight industries among the first 
users. In the insurance industry, provision is usually 
made to record information on outstanding policies in 
disk storage and to search the disk records period­
ically for policies falling due. The policyholders are 
then sent renewal notices and when a payment is 
received it is applied to the insured's disk record. 

In motor freight applications a record of each out­
standing bill is maintained. When cash is received the 
file is cleared of all paid bills. Periodically the file is 
checked for delinquent items and trial balances are 
prepared. In addition, many companies using random 
access systems for billing and inventory control also 
provide for maintaining accounts receivable balances 
in disk storage as a means of screening credit on new 
orders. 

Thus it can be seen that the use of data processing 
systems, which have been with us only a few years, 
is playing an ever increasing part in accounts receiv­
able as well as in many other commercial and scien­
tific applications. 

ABCs of IBM Data Processing 

A Data is recorded into punched 
cards ••• , 

Byo card punch: 

......... ~ 
Automatically from radio, tele­
phone, telegraph and from 
digitalized recording instruments: 

>!--~ ........... ~ 
Automatically as documents are typed: 

....... ~ 
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and can be converted to 
magnetic tape or can serve as 
direct input to ••• 

data processing machines or systems 
which calculate, rearrange, do table 
look-up and process current data with 
master data and historical data stored 
on magnetic topes, drums, disks or cores •.• 

c to produce updated master files 
and finished results which are 
recorded into punched cards, 
magnetic tape, magnetic disk 
files or printed reports. 

~ ............ ~ 
WI Tapes 

~ •••••••••• ~'-=---' 

OJ ......... '-------J"" 

i·············i 
Updated 

Disks 



IBM RAMAC'ID 305 

IBM 1401 

IBM 1410 

IBM 7070 
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Glossary 

ACCOUNTS RECEIVABLE LEDGER. The overall record of 
customer indebtedness, regardless of system. It 
might be a ledger book, a file of individual cus­
tomer ledger cards, a file of IBM punched cards, a 
magnetic tape, etc. 

AGED TRIAL BALANCE. Same as a trial balance except 
that the open items are listed in separate groups 
according to age-for example, all items billed be­
tween 30 and 60 days ago, all items billed between 
60 and 90 days ago and all items billed in excess 
of 90 days ago. Such a report gives management 
the ability to quickly analyze problem accounts and 
take appropriate action. 

ALLOWANCE. An adjustment to a customer's bill, gen­
erally authorizing additional credit. 

BAD DEBTS. Unpaid items of long standing and even­
tually uncollectible. They are cleared from the ac­
counts receivable ledger and charged to an account 
called Bad Debts. 

CASH. A term used to designate money. It includes cur­
rency, bank drafts, checks, express and postal mon­
ey orders. 

CASH DISCOUNT. A sum deducted from the invoice 
amount and allowed by the seller for prompt pay­
ment within the time limits specified on the invoice. 

CASHIER. Generally the person assigned the responsi­
bility of accounting for and controlling customer 
payments in the form of cash or check. 

CONTROL SHEET. A document, generally posted daily 
with summary totals from other reports, which is 
used to prove that all entries affecting the accounts 
receivable ledger have been properly posted and 
that the accounts receivable ledger itself is correct. 

CONTROL TAPE. Generally an adding machine listing 
of amounts from source documents such as invoices, 
credit memos, cash remittances, etc. The total from 
this tape, once proved, is used to assure that cor­
responding entries to the accounts receivable ledger 
are made correctly. 

CREDIT. In the actual accounting portion' of the ac­
counts receivable application, a decrease in in­
debtedness in a customer's account. 

CREDIT MEMO. A document authorizing credit to a 
customer because of damaged merchandise, a bill­
ing error, returned goods, etc. 
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CURRENT BALANCE. The total amount owed by a cus­
tomer at any given time. 

CYCLE BILLING. In some industries, the practice of 
subdividing the entire accounts receivable ledger 
by alphabetic groupings, then rendering statements 
to each group on different dates. This eliminates 
peak loads that would occur if all statements were 
rendered at the same time. 

DEBIT. An increase in the indebtedness of a customer's 
account. 

DEBIT MEMO. A document increasing the original 
amount of an invoice because of a billing error, 
shipment error, etc. 

ENTRY DATE. The date on which an invoice, payment 
or adjustment is entered into the accounts receiv­
able file. It might differ from the billing date. 

INVOICE REGISTER. A daily listing of invoice totals by 
customer. It also shows indicative and classification 
data such as date, invoice number, terms, etc. 

JOURNAL VOUCHER. An internal document used as a 
source for making an accounting entry. 

OPEN ITEM. A bill that has not been paid. 

PARTIAL PAYMENT. A customer remittance covering 
only part of an unpaid invoice. 

PAYMENT COUPON. Us~ally a card, but occasionally a 
paper form, prepared by the vendor for the use of 
customers when making their payments. In most 
cases the coupon is prepunched with the customer 
number and amount due, in order to serve as an 
automatic entry to accounts receivable. 

REMITTANCE STATEMENT. A document prepared by 
either the customer or the vendor and enclosed 
with the vendor's check to describe the invoice ( s ) 
being paid. It generally shows invoice numbers, in­
voice amount( s) and discount ( s) and is used by the 
vendor to facilitate proper crediting of the custom­
er's account. 

RETURN. Merchandise returned by the customer to the 
vendor for credit. 

TRIAL BALANCE. A periodic listing of all open items to 
prove that the accounts receivable ledger is in bal­
ance with the control sheet. 

STATEMENT. A document sent by the vendor to the 
customer periodically (frequently at month-end) 



which usually lists either the transactions for the cur­
rent period or the unpaid items, and shows the total 
amount owed to the vendor. 

TERMS. The conditions of sale, concerning when pay­
ment is due for merchandise received. Industry 
groups have generally adopted similar terms, al­
though there are variations within the same indus­
try. Some common terms are as follows: 
Net 30. The entire amount is payable without dis­

count within thirty days from the receipt of the 
invoice. 

2% 10 days, Net 30. If the invoice is paid within 

ten days, a 2% discount is allowed; if not, the full 
amount is due within 30 days. 

2% 10 days, Net E.O.M. If the invoice is paid with­
in ten days, a 2% discount is allowed; if not, the 
full amount is due by the end of the month. In 
most cases invoices dated after the 25th of any 
month fall due as if they were dated the first of 
the next month. 

2% 10 Proximo, net 30 days. If the invoice is paid 
within the first ten days of the next month, a 2% 
discount is allowed; if not, the full amount is due 
within 30 days of the date of the invoice. 
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Bibliography of IBM Publications on Accounts Receivable 

Title of Publication Description Machines Used Form No. 

Distribution - Chain and Wholesale 

Bigelow and Dowse Company 
Data Processing A-Brief Unit Record K20-0984 

Louis Lehrman & Son 
Wholesale Food Distributors A-Brief Unit Record K20-1043 

Meridian Electronics Punched Card 
Accounting for Wholesale Parts Distributors A-Brief Unit Record K20-1271 

The Rack Jobber A-Brief Unit Record 320-6096 

Smith Wholesale Drug Company 
Data Processing with the IBM RAMAC 305 A-Brief RAMAC305 K20-1046 

West Wholesale Drug Company 
Accounts Receivable A-Brief Unit Record K20-0923 

Distribution - Retail 

The Jones Store Co. 
Audit and Accounts Receivable A-Brief Unit Record K20-1021 

Peck and Peck 
Retail Sales Audit and Accounts Receivable A-Brief Unit Record K20-1022 

Sachs Quality Stores, Inc. 
Accounts Receivable A-Brief Unit Record K20-0975 

IBM 1401 Tape System for Retail Accounts 
Receivable and Merchandise Management A-elM 1401 w /tapes E20-0217 

The IBM RAMAC 305 for Retailer 
Accounts Receivable A-Bul. RAMAC305 H20-2034 

Educational and Institutional 

The Emma L. Bixby Hospital 
Data Processing System A-Brief Unit Record K20-0979 

Hospital Accounting A-elM Unit Record E20-0007 

Medical Clinics A-Bul. Unit Record H20-0080 

Patient Billing and Accounts Receivable A-elM Unit Record E20-0005 

Pekin Public Hospital 
Series 50 Data Processing A-Brief Series 50 K20-1146 

The IBM RAMAC 305 for Hospitals A-elM RAMAC305 E20-2030 

Financial 

Commercial Loan Accounting at 
The County Trust Company A-elM Unit Record E20-0068 

Installment Loan Accounting A-GIM Series 50 E20-0042 

Mortgage Loan Accounting A-GIM Unit Record E20-0043 

Mortgage Loan Accounting 
and Savings Accounting A-GIM Unit Record E20-0040 

Personal Credit Loan Accounting A-elM Unit Record E20-0037 
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Title of Publication Description Machines Used Form No. 

Retail Credit Plan for Banks A-GIM Unit Record E20-0008 
Revolving Credit A-Brief Unit Record 320-7260 

Wilshire Federal Savings and Loan Association 
of Los Angel~s 
Savings Accounting - Loan Accounting A-Brief Unit Record K20-1017 
IBM 1401 Tape System for Savings 
Accounting and Mortgage Accounting A-GIM 1401 w /tapes E20-0211 
IBM 1401 Data Processing System for Savings Accounting 
and Mortgage Accounting A-GIM 1401 Card E20-0212 

IBM RAMAC 1401 for Savings Accounting 
and Mortgage Accounting A-GIM RAMAC 1401 E20-021S 

RAMAC 30S for Installment Loan Accounting A-GIM RAMAC30S E20-2011 

Food 

Dairy Applications A-GIM Unit Record E20-0048 

Peddler Truck Accounting for the 
Meat Packing Industry A-GIM Unit Record E20-0009 

Pure Milk Company 
Retail Route Accounting A-Brief Unit Record K20-0916 

Retail Billing and Route Accounting 
for the Dairy Industry A-GIM Unit Record E20-0019 

Other Industries 

Oscar G. Carlstedt Company 
Wholesale Florist Accounting A-Brief Unit Record K20-1228 

City of Bethlehem, Pennsylvania 
Municipal Accounting A-Brief Unit Record K20-0997 

Credit Union Accounting at 
The Jeffrey Manufacturing Company A-GIM Unit Record E20-00S7 

Fox & Ginn, Inc. 
Motor Freight Accounting A-Brief Unit Record K20-0998 

The Houston Post 
Data Processing System A-Brief Unit Record K20-1094 

Public Utilities 

Accounts Receivable Controls A-Bu!. Unit Record H20-003S 

Centralized Accounts Receivable A-Bu!. Unit Record H20-0049 

Customers' Billing and Accounting A-Bu!. 7070 H20-6009 

Customers' Billing and Accounting Survey A-Bu!. Combined Systems H20-801S 

Customer Billing at Iroquois A-Bu!. 6S0 H20-4038 

Customer Billing at Pennsylvania Power and Light A-Bu!. 6S0 H20-4039 

Data Processing for Public Utilities on the IBM 70S A-Brief 705 320-0316 

Independent Telephone Companies A-Bu!. Series SO H20-0010 

Mechanical Cash Posting A-Bu!. Unit Record H20-0033 
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Title of Publication Description Machines Used Form No. 

Mechanized Cash Posting A-Bul. Unit Record H20-0034 

Public Utility Customer Accounting with Series 50 A-GIM Series 50 E20-0064 

Punched Card Accounts Receivable Controls A-Bul. Unit Record H20-005l 

Telephone Revenue Accounting A-elM Unit Record E20-00l4 

1401 Data Processing System with Tapes for 
Public Utility Customer Accounting A-elM 1401 w/tapes E20-020l 

IBM 650 for Public Utility A-Brief 650 320-6678 
Unit Record 

General 

The 557 Interpreter with Selective Line Printing 
for Accounts Receivable Ledger Cards A-Bul. 557 Alphabetic H20-00ll 

Interpreter 

IBM 609 Calculator for Aging Accounts Receivable A-elM 609 Calculator E26-l5l5 
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