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3efore the 6doption of the Revenue Act of 1917 

the depletion of mineral deposits and timber resources 

had probably received less attention in acc9unting 

than any other phase of accounts. Prior to this time, 

the general accounting pro�edure for the utilization of 

natural resources was to determine total profits by de

ducting the amount ot money invested from the amount of 

money received from operations. 3y such method, profits 

could not be easily reckoned until the mineral deposit 

or timber supply had been completely exhnusted. This 

practice was found impossible in msny cases as the invest

ments often exceeded the returns. Even to-day this in

accurate method is sometimes employed, but in cases where 

profits have been made and taxes are pressing, the study 

of depletion has been given prompt attention. 

Mineral deposits and timber resources are classed 

under the head of wasting aspets. Wasting asfetf may be 

des�ribcd as assets subject to exhaustion or depletion. 

These assets should be distinguished from depreciating 

Sfsets in that the former simply give out, whereas the 

latter become useless due to wear and tear, decrepitude, 
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iaadequacy, or obsolescence. In the case of minee and 

timber, the supply is depleted. In the case of buildings, 

machinery, and the like, the assets are not uped up, but 

worn out. rhe law distinctly draws a line of demarcation 

between these two classes of assets, when it stipulates 

that in the case of mines and timber, that not only divi

dends should be paid to the owner or lessee, but alpo a 

certain portion of ca pital, in order that at the exhaust

ion of tbe resource that the owner or lessee will have receiv

ed his original investment. Depletion in accounting is 

used for the purpose of distinguishing capital from profits. 

�uch distinction is th e prima ry purpose of every account

ing practice. 

W. B. Reed in his �oal Mine Accounting definep de

pletion as " an account set up to take care of the exhau!"t

ion of minerals taken out of the land':" The fundamental 

principle in this definition is that provision should be 

made for the exhauetien of the resource. This principle 
to 

can be applied timber resources, oil wells, or to any 

other wasting assets. Through the depletion account ade

'CIU&.te chargee to cost should be made to return to the 

owner the full cost or value of the property, less any 

relllE-ining val.ue in the surface, by putting a�ide a reserve 
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fund with an equal charge to cost of an ample amount 

per unit to return the inveftment. Failur€ to i::et aeide 

ruch fund will necesritate the owner writing off large 

lospes at the exhaustion of the resource. Quch over

Pight in management is liable to prevent tl� corporation 

from returning the invested capital to the stockholders. 

Again, the depletion of mines and timber may be 

defined as the using up of recoverable units by extract

ion or displacement from their natural positions. DiF

ti:action should be made here between total units and 

recoverable units. Total units represent the whole FUpply 

of the resource. Recoverable unite represent only that 

pert of the resource which o&n be worked and depleted. 

Although any value or computation of natural resources 

is merely an estim ate, ap it is practically impossible 

to know the exact number of units which nature has provid

ed, a fairly close estimate can be made. An approximation 

of the contents of a mine can be made to a high degree 

of bCcuracy by an expert engineer. The number of feet of 

timber on a tract of land can be reckoned closely by a 

method known as "cruising". A closer estimate of the 

number of units can be m&de in the cafle of timb€r than in 
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the cape of mineral�. Even though th� exact velue of 

the repource cannot be determined, an e�timate for 

depletion iE! much better than making no allowance at 

all. 

rhe !ncome rax Laws lay down certain definite 

rules concerning depletion, which follow fairly good 

accounting practice. Tnasmuch as an accurate determi

nation of the income taxi� one of the main uses of 

depletion, corporations with warting &ppets rhould 

follow there rules as closely as conditions permit. 

The regulations for the depletion of mines and 

timber are fundameatally the �ame, ho�ever they differ 

in certain details on account of the variation in the 

nature of the two rer.ourcee. 

The Revenue Act of 1921, section 214, states that 

in the case of mines and timber, a rearonable allowance 

for depletion should be made, bared upon cort which in

cluder cost of develop�ent, if not otherwise deducted, 

" provided, t:Uat in oase of such p roperties acquired prior 

to !larch 1, 1913, tr.e fair lllf•rket value of the property 

on that date shall be taken in lieu of r.ost up to that 

date. Prov1d£d further, that in ca,,e of 111nel'! dh•covered 
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by the taxpayer, on or after March 1, 1913, and not 

acquired ae the result of purchase of a proven tract 

or lease, where the fair market value of the property 

is msterially disproportionate m> the cost, the de

pletion allowance shall be based upon the fair market 

Yalue of the property at the date 4� of discovery, or 

within thirty dayf' thereafter. And provided furtr.er, 

that 8uch depletion allowance based on discovery value 

shall not exceed the net income, computed without allow

ance for depletion, from the property upon which the 

discovery is made, except where such net income so com

puted is less than the depletion allowance based on cost 

or fair market Yalue as of March 1, 1913." 

A yaluation at the "discovery date" should be 

deter�ined if acquired prior to March l, 1913, if a 

"discovery date" is claimed, except if the propert1 wa" 

acquired after March 1, 1913, the depletion charge ie 

based on cost if a "discovery" is not claimed. 

In the case of timber, the depletion charge is 

baaed " upon cost if acquired after Febru&ry 28, 1913, 

or upon the fair m arket value as of March l, 1913, if 

acquired prior thereto." 

Argument� are advanced by some accountants that 
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cort or market, whichever is the lower should de

termine the value of the mineral deposit or the tract 

of timber. such practice, they argue, makes for con

servatism, and that good business can be conducted only 

on this basis. If minerals and timber are conridered 

as stock-in-trade to the corporation, co�t er market 

value, whic�ever is the lower, would seem to be the 

correct meth0d of valuatiGn. OA the other hand, if 

these resources are considered as fixed assets, valuation 

should be b a�ed on cost. But mineral deposits and timber 

resources are neither curre•t nor fixed assets, since 

they are neither used up in the daily operation of the 

business nor held for permanent investment. Wasting 

assets are more in the »ature of deferred items, as 

th�y are gradually used up over a long period of time. 

Valuation at cost will also be favored because it is 

easy to determine. The promoter ofte• desire� to value 

the mine or tract of timber at market v&lue in order to 

make his preject .appear ar large as possible to investors. 

Market value is indeed very difficult to determine, but 

it ir, not beyond estimatien. A footnote on the bal&nce 

sheet should be ured to indicate the met•od employed in 
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valuation, and if this is done, any valuation should 

not be misleading. As stated before, however, the 

law lays down certain guiding principles, which repre

seat fairly good accounting practice, and as far ae 

poesible, theee,prinoiples should be followed. 

FA!R :AARKFT VALUE. 

!f the property was acquired prior te March 1,1913,

the ''fair market value" o:a that date aerTes a� a basis 

for th e depletion charge. A "fair mar ... et value" is con

sidered that amount which would iaduce a willi:ag owner 

to sell and a willing buyer to purchase. 

!:a the determination of the"fs.ir market value", 

the law ftrictly provides that " where the fair market 

T&.lue at a specified dat e is used for the basis of 

depletion deductionR, such value mu�t be determined 

subject to the approval of the commissioner, by the 

owner of the property ill the light of the coBditions 

or circumstances known at that date regardlees of later 

ai�eoveries or developae:at, of later improvements in 

extraction or mining methods." 

A procedure k:mol'in as the " Present Value Method" 
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is 
i� cfteD used, and recommended by the Tax 0ommieiio» 

in determining the "fair market value" of property 

at a g1ven date. rhe first requisite to this method 

ie that annual dividends must yield a good annual 

rate of inter�et e� the investme�t, and at the same 

time allow a certain sum set aside each year, which 

inve�ted soundly at co■pound interest, will return the 

investme»t at the exhaustion of the reseurce. �everal 

other factors enter into th� determination ef the "fair 

market value" of mineral deposits under this method

the total.supply of the resource in terms of the ordinary 

unit paid for in the product marketed, the average 

quality of the mineral reserves, the probable percentage 

of extraction in each period or operation, the approxi

mate operating life of the business in terms of years, 

the co�t of production excluding depletion and depreciation, 

and lastly, the rate of interest proportionate to the 

risk for the particular resource. Mineral deposits of 

different grades and locations sheuld be taken into con

sideration and valued separately. When these factors 

mentiened above cannot be deterIJined by pest opera.ti,nls, 

they must be obtained frem other evidenc�, such as the 

general character of � depesi t, the tol!l:Dgr.aphical 
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characteristics of the distriot, ia �hich the deposit 

is located, the intensity of mineralization, the period 

of operation, the expected output of th e mine, and eo 

fertll. 

In the deter11i11ation of the "fair market value" 

of timber, �everal factere must also be taken int• 

accouat. Weight should be given to tbe characte r and 

quality of the timber in relation te itn age, size, 

kind, etc., number •f feet per acre, location, total 

supply of timber, acceeeibility to carkets, topographi

cal features, freight rates, and so forth. !t is also 

fundamental tl�t the value of tlle timber be segregated 

from the value of the lalld. The!'e tllo elements of 

value can be fairly eaeily allocatea, since the area of 

the lane is geaerallJ �nown, on which a fair value 

can be plaeed. 

!• estia.atillg the quantity r,f ore in the mine, the 

law prescribee certain rules, which ■uet be complied 

with by the taxpayer. The owner ■uet e!"timate eaeh 

property separately in terJ1111of tons, pounde, or eome 

other cemmon measure, of mineral reaFonably believed 

to exist, or to have cxh·ted at the "basic date". The 

term "bapio date" 1£: u£ted hert> to repre!"e»t the date 
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•f valuation. The eetimate of the �inera.l products

for the purpose ef depletion shouli include ore� ia 

sight Qr developed, depoeits which are believei te 

exir.t on the basi� of substautial eyiaence for purpofe 

of yaluatioa, as to quantity oaly when these deposits 

have been estimated by geologic data to a high degree 

of probability, and as to grade aecording to the best 

evidence available. 

�n determining the quantity of timber, the aumber 

of feet, c•rds, or seme other unit sl1ould be estimated 

by expert cruieere. Checking the estiaatioa is Rot 

undesirable, as in many cases little care is exercised 

in making the cruise. 

Cost of property means full oort, which includes 

all costs incurred prier to eperation. This would i11-

clude not enly the initial cort of securing the tract, 

but also those coets, suck as recording the title, 

lawyers' fees, clearing greu»i, aad so forth. !t is 

ver y importa:at that no inflation •r fictitious values 
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enter 
into the Taluation, or else tl!ie accounts will not 

show a true eta te11eat of affairs. 

As most tiaber and ■ineral resources permit 

operation for seTeral years, geBerally fiftee& or 

twenty, it is obTious that interest and taxes will 

acorue on tlle properties before the resources are 

euausted. Tke que�tio• arises ae to whetller such 

exp�ndituree should be treated as operating e:xpensee 

or •� capital outlays. !f these oosts are large, it 

would see■ tlult pre�ent operatiag reveaues would be 

oTerburdenei by a direct charge to operation. For thi� 

reaee• tlley aay be aapitalized. Tlle depletion charge 

would tAea reflect the actual v�lue of the re�ouroe 

wlle• it is worket. O• the Gther haad, chargi•g interest 

and taxes to operatimg cost would be the more coagerTative 

method, aad operators haTiJSg a limited supply of timber 

or minerals gain nothing by eapitalizing them. 

REVALUATION. 

ReTaluetion of miaes is aot allowed after �arch 1,1913, 

except in the case of discoveries, and then llllY iiscoTery 

will be giTea a "fair market value". ReTaluation for tillber 
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ie also Bot allowei for the purpose of depletio� 

after this date. But in the oase of bot11 aines and 

tiaber, tAe UBit or value may be changei by the 

commissioner if proper eviaence skews that the present 

depletion rate 1a inadequate to take care of t•e 

valuatioa as of March 1,191:3, or of cost if acquired 

subsequent to this date. 

ACl"OUNT«i. 

!n mi•i�g oorporatioap tae following accounts

are those usually affectei by depletion; 

Debi"t 1.iccounts ')rd.it Accounts 

Ore Depo�its or Property Profit and Loss 

Developmeat Reserve for Depletion 

Undeveloped Resources �urplus Appreciation 

Depletion Reserve for Decline in 

Value of Deposits. 
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The Undeveloped Resournes aecount represents those 

properties waose ore supply is either unknown in 

whole or in part, and whose supply bas not been 

estimated in any way. Newly acquired pr�perty s�oulape 

debitei to this account until prospecting begins, 

when it is transferreo to the Developaent account. 

Tlt.e Undeveloped Resources account t'laY be re1ardei as 

tae first step towards the production of minerals, 

ani slt.ows ■erely the cost of the •i•eral right. 

Tlt.e Develcpment aecount repreeente property 

whose ore supply is either u»knowa 1• whole or in 

part, but is in the process of development--but 

not yet producing ■inerale. All costs incurred in 

pr oepeoting, developing, and tke like, slt.ould be charged 

to thii:: account. �011e of the most ordinary charges to 

the Development acoouct are the costs of shafts or 

driving �ore than fifty feet tllrough any material 

other than the ore mined, planes, slopes or tunnel�, 

�radin,, timbering, labor for building track, end so 

forth. sales of mimeral during tlt.is period, not excee4ing 

the cost of pr0duction, 11ay be creiited to Development. 
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RoyaltieF paid before production begiap aay be debit

ed to t�e Development account,but may be paid out of 

future operatiolls. Tlae law per■its development costs 

to be added to the capital investment, or to be charg

ei directly to maintenance. �acla corporation ■uet 
se 

deter■ine its OWll policy �oncerning the/cests, but 

in caee tkey are of any size� it would peem beet to 

capitalize the■• 

As soon as tae property under development becoaee 

producin�. it is transferred te a subdivision of the 
or 

Property account, it may be left 1• tae sa■e aecount 

to be amortizei over a period of depletion. Tlae sub

division of the Property acnount or the Development 

account it�elf, as tlae ca�e ■ay be, at the end of th� 

period, divided by the estimated tons of mineral in the 

ground at the beginning of the year to be recovered by 

this aevelopmeat, equals the rate per ton for the year. 

Tlaie rate multipliei by tae a11■ber of tons produced 

during t1le year deterr»iiteri the a■ount of amortization 

to be cll.&r,ed to the Property or Developaent accout. 

A credit of the saae amount ie made to Accrued Depreciation 
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of Developaent or poae puca account. 

Tae equipment of the mine p&ould be under a 

peparste account, and a certain amount of depreciation 

should be written off periodically. 

Tke Ore Depo�its or 0roperty account represents 

the velue of the ai»eral in tlle land waich can be re

covered. To tais account shouli be ohar,ed tae co�t 
value 

of tke mineral rights. exclupive of any rei&i•ing 

in tke land after the mineral has been extracted. Thin 

UIOUDt is transferred from the Developme•t account. �ost 

of prospecting end develepin,, •ot including any charge 

for extraction after the dieoovery of tje deposit, is 

al�o tranpferred from the Development account to the 

Property account. 

A third charie to the Ore Deposits account is the 

amount of appreciation aidei to take care of tae 

"diE:covery value", or "fair market value" a!> at �arch 1, 

)913, or for other reasons. This amount reprepents the 

increase in the value of tlle property since the "bade date", 

and sAould be ooneiderci o»ly in tae sense of unear•ed 

profits. A corresponding credit is made to �urplus Due 
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to Appreciation, Appreciatien Unearned, AJlticipated 

Profits, or some account with an appropriate title. 

�are aust be taken not to use tlle �urplu� account 

for this purpor.e, ae thi� account skould be credited 

only with the Sllount of profits earned and wit• 

otaer funds available for dividends. 

!f appreciation is taken into coneideration, tae

property account will then represent the presemt value 

of tae deposit, including cost of ■ineral ri:hta, cost ef 

prospecti•g and developinc, whica ■ay hove beea reduced 

previously by a depreciation allowance or a decline in 

the market value before operation be�an; a deolime in 

tae value of the deposit before extraction fron tae land 

and diminished by any depletion chargeable to the Rescrv� 

for Decline in Value or Ore Deporits account. At any ti■e 

thilr fund and the reserve should equal eack otaer; 

appreciation or addi�ional value om anceunt of inooae 

tax regulations or other causes. Consideration should be 

1iven to this added value, if reiuced by &JlY depletion 

�uataiaed. Thi� fuad at all ti■es should equal t£e Reserve 

for Appreciation. 
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�onaerYatism in bueine�$ sanctionstae practice 

of Taluiag iaTeatoriee at OOPt or ■arket, whichever 

is the lower. �inoe ore depo�its for a ■iniag company 

are oftea considered analagoua to stock-in-trade for 

a mercantile establiauent, it is argued that cort 

or ■arket, whioheTer ie tae lower, �hould be the principle 

ef valuation. Tae Co■miesion of !nternal ReTenue does 

•ot approye ef taie ■etaod for co■puting the inco■e

tax. !• order t� practice oonserTatirm and meet the 

requirements of tae law at tae saae ti■e, a reserTe 

account aust be set up for any decline in the Yalue 

of ore deposita. A true state■ent of affairs may be 

seen by readini the apset aooount and the rEserTe account 

1• ooanectioa with each other. A reserve account of this 

nature phould equal tae amount by whioa tae cost of units 

left in the ground exceeds the market T&lu� at a particular 

date. The reserye account ie credited and a oorresponii•g 

c�arge is m&de to nrofit and Loss. The a■ount of the 

depletion sustained on that part loFt by the decli•e of 

aarket y&J.ue should be charged to the reserTe, and a

credit phould be ■ade to tae subdiTision of the Ore 
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Deposits aooount. It might be mentioned aere taat 

for purposes •f taxatioa additions to reserYee are 

aot deductible. 

Wae• tae �urplus Appreciation account is set 

up, it i� credited wita tae additional value allow

ed, and tae Ore �eposits account is char,ed with tke 

saae a■ount. Tae Appreciation account is debited 

with the amount of depletion sustained ea that part 

of tae Ore Depositn a�oount, which �ake� up appEeciation. 

A corresponding cre&it is ■ade to tae subdivieion of 

the Ore Deposits or Property account. 

Two ceaeral ■etaods are no� used for aandling 

the tepletion charge. By one aetaod tae aaount of 

depletion au8tai•ed on the deposit for tae period is 

credited to tae •�eet account, and Cperations or 

Profit and Losn is debited. By this procedure ao re

serve account is set up, but tae property account 

contaiae i• itself tae book Talue of tke resource. Tke 

second ■etaod ■akes use of two new accounts, aaaely, 

Depletion and Re�erve for Depletion. rae Depletion 

account ie debited wita tae amount of depletion sus-
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tained, and Reserve for Depletion i� creiitei. When 

the books are closed at the end of tae fiscal period, 

tae b alu.oe of tae Depletion account is closed into 

Profit and :oeR. 3y use of tae latter aethod the 

Property account is not uaed SF a du■p!ng ground for 

an item, whica for sake of clearnesF �hould be �egre

�ated; tae original value of tae property is s•o�n; 

the amount of depletion allowed up to the particular 

date; ud by reading tae property account and tae 

reserve account together, the net value of the resource 

me,y be deter■ined. 

Tae funotiens of tae aocounts effected by depl etioa 

■ay be gl.lllmed up ia tae following ■a»aer:

Jndevelopei Resources 

======-=====================-=;::=======:..::::=-===-- --. -

Debit: 
(1) For copt or market

value of property,waoFe
ore cupply ie alt.olly or
partly unknown, and
waope supply aar not
been esti■ated in any
way.

(2) For newly acquired
property until prospect
ing b8ginE>,

(3) For me�e oost of
■i:aerel rigat.

Credit: 
(1) For trai�fer to Develop

ment account waen

prospecting begine.





20. 

Developae:a t. 

Debit: 
(1) For oost or market

value of property.
waoee ore supply is
wkolly or partly un
known, but is in tae
irocess of develop-
11e11 t.

(2) For all ooets
incurred iR prorpect
ing.

(3) For royalties paid
lefore production
begina.

Credit: 
(1) For eales of aineral

during tae period of
development, not exceed
in& tae coE:t of
production.

(2) For transfer to
Property account waen

property becoaee
producing.

(3) For aaortization caarger
over the period of
depletion. #-

#Tais entry ie aade waen tae develop■eat oocts are 

a■ortized tarough tke DeTelop11ent account. Waen tllis 

method is employed an aiditional account is eet up 

waioll E!AOWE: 

Depreoiatioa of Develop■ent. 

Debit: 
(l) For uortization

chariee over tae
period of tepletion.

Credit: 
(1) For PPofit and Loss.
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Ore Depo�its or Property. 

Debit: 
(l) For tran�fer fro■ 

Development account 
waen property becomes 
producing. Tais a■ollllt 
includes cost or 
r,a.rket value of recover
able ■inerale, aineral 
rigate, developing and
pro spec ting. 

(2) For amount of 
appreciation to take 
care of tlle "discoTery
value" as at Maroa 1, 
1913, or for otller 
oausee. 

Credit: 
(1) For aJ110UJ1.t of depletion

s u�tained on taat part 
of ore deposits waioll 
■akft-U� appreciation. 

(2) For a■ount of depletion 
cu•tained on Ore Deposits#

(3) For a■ount of depletion 
sustained on that part 
of tlle cost of tlle 
deporits whicll llas been
lost through decline in
mar.IC.et value. 

#Entry (2) ie eaployed wllen aeeerve for Depletion 

is not used. A corresponding charge is made to Profit 

and Loas.

For reasons previously etated, u�e of tlle reserve 

account is recoameneed. Thie account will saow: 

ReeerYe for Depletion. 

--==--· __ -_ ------=-====-======:;::====-====-=====::.========= 

7"credit: 
I (1) For a■ount of depletio� 

I 

su�tained on Ore Deposit� 
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Depletion. 

Debit: "red it· 
(1) For a■ount of depletion (1) Fo� Profit and LosF.

su�tained on Ore
:!Jepoait!'.

�urplua Appreciation. 

Debit: 
(1) For uount of depletion 

!'Uataiaed on that part
of ore depoFits wAicb
aakes up appreciation.

I Cre�it:
h(l) For amount of appreciation 

te ta.lee care of t•e 
"diecoYery value" &Fat 
MarcA 1, 1913, or for 
otLer rea!."oni:i. 

ReserTe for Deoliae in Value of Deposits. 

Debit: 

( 1) I 
�redit: 
(1) For decline in Talue

of depodts.

Decliae in Value of DepoFite. 

=-=====-============�--::::::==---================= 

Debit: 
(1) For decline in Talue

of deposit!:'.

Credit: 
(1) Fer Profit and Loer.
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COMPUTAT!ON OF DEPLETION 

Tae aaewt.t of the depletion okarte for tlle fi�oal 

period is calculated by tae relation of tae nllllber of 

unite workei auring this period to tke estiaated wkole. 

Tae coaputation of depletion for ■iaerale is baeed upon 

taree known quantities, 8lld oae unknowa quantity. Two 

of tae known quantities are definitely deterained, waile 

one is an estiaate. Tae aTerage aetaod of calculating 

depletion say be stated in tae followiag way; 

Capital JnYest■emt NUDber of Units 
------------------ ■ultiplied by Extracted 
Recoverable Uaits During Period 

equals 
Depletion 

�ustaiaed 

Cest Price er Appraised Value 
----------------------------------------equalp 
Estiaated No. of Units to be Extracted 

Esti■ated 
ef 

Eaca Unit 

Oost Quaatity Extracted 

equals 

■ultipliea by

ne,1etion Allowed 

For tae Period. 

Durin� tae Period 
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24. 

Thie metbod serYes a fairly good purpose for 

siaple calculation, but it toee aot conform with con

servative business ■ethods. Tke rate for each unit 

employed the first year saould not be employed tke 

last year. Good business practice, as well as good 

accounting practice, demuds larger allowances during 

the earlier years of the life of the aine, ta8JI. 

during tae iaier years waen tae Qutput is uncertain. 

Tae average ■etaod is iadeed accurate, but it is not 

reoo-ended because it is not conservative. 

Montgonery states ia aie Auditing Taeory and 

Practice, that when "a flat purcaase :,rice, as a result 

of barcaining, er aa appraisal, is net based on definite 

cross fi�ures reduced to present worta, the rough and 

ready average basis is about as satisfactory AF any 

other, provided tae total qubtity and the life are 

understated as ■uch as good practice per■ite." 

Tae iavestor expects to receive the eame yearly 

rate of retura over the life of aie inveet■ent. An 

exaaple will show that �•e aver&ge ■ethod does aot 

acco■plieh taie purpose. Let us aesu■e that a ■ine 





25. 

coeting $50,000 llae an esti11Sted suppl¥ of 500,000 

tons of ore, that 50,000 tone of ore are mined 

annually, and that 10 cents is set aFide for each 

ton extracted. If 50 cents per ton represents tke 

net profit after the depletion ohsrge hae been made, 

the profit for the firet year would be �25,000. If 

the depletion reserve, $5,000, is invested at 5� 

interest, and profits are paid out to stockholders, 

tae income of tae mine is increased the second year 

by $250, the taird year by $512.50, and so on. !f 

both depletion reserve and profits are distributed, 

there will be an increasing return on a decreasing 

investment. Tke profits at the end of tAe tenth year 

will be $25,000 on an investment of $5,000, a return 

of 500%. 

In plaoe of the same depletion reserve far eaca 

year, consideration should be given to the deor€asing 

investment, or the income from the funded reserve. some 

accountants favor the allowance of interest on deposite, 

while otbere �rgue that no depletion at all should be 

allowed until the value of the property shrinks or falls 

below cost. 
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26. 

Report on 

B!TOMINou� COAL PRODUCT!ON, coqT AND IN00ME 

of 

For 19 
-----

Aooount 
Ro. CO�T 

10 
ll 
12 
13 
14 
16 
16 

17 

18 

19 
20 
21 
22 
23 
24 
26 
26 
27 
28 
29 
30 

31 

LABOR 
Mining 

MINING C0<1I' 

Yardage and Dead Work 
Day Work 
Power Plant Labor 
Mine Office and �uperintendence 
. . . . . . . . . . . . . . . . . . . . . . . . . .  

Total Labor 

OTHER CHARGE� AT MINE 
quppliee and Expen�e 
Power Plant Fuel-Tone .... Price$ ..•. 
Power Plant qupplies 
Electrio �urrent Purchased 
. . . . . . . . . . . . . . . . . . . . . . . . . . .  

Loss or Gain on Explo�iver and q�ithing 
(Gain in Red) 

Total Other 0llarges at Mine 

COqT AT MINE 

OVERHEAD 
Royalty 
Depletion 
Depreciation 
Contin�ent Reserve
Taxes (Other taan Inoome and Exceee Profit) 
Insurance (General) 

Amount 

Insurance (Liability or Workmen's Coop) 
Officers' qalaries and Expenses ( ..•• %) 
Other General Office salaries and ExpeneeF ( ••• %) 
General Expense 

Total OverjJead

Per Ton 





Account 
No. 
32 

33 

34 
36 
36 
37 

38 
39 
40 
41 
42 

43 

44 

46 

46 

47 
48 
49 

60 

61 

62 
63 
64 
66 

!7.

Total Mining 0oet(Div1sor-Tone of Produotion
Aocount No. 107) 

�ELLING C O�T 

Co11111esions 
Advertising 
Bed AocountR 
aalariee and Expenses of �aleemen and 9ale� 

Agencies 

Amount 

Officers' qalaries and lxpensec ... ( .•. %) 
Otaer General Office �alaries and Expenses ( •.. %) 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Lees �elling ':oat applicable to !teme charged 
against MieoellEneoue !ncoae ( Acoount 83 
to 86 inclusive ) 

Total 9ell1ng Cost (Divisor-Total Production 
qales-Acot. No. 67) 

Total Cost Per ron 

DEDU0T!ON� FROM INCOME 

Taxee-!nco11e and Exceee Profit 
!ntereet-(Paid and Accrued)

Total 

CAPITAL ':HARGfq 

Improvements 
Develop11ente 

Total 

Per Ton 

Fora prepar•d by r:ost Aooounting Co11mittee of the National 0oal 
Association for 8ub11iesion to Federal Trade Coamission. 





28. 

Report on 

B!TUMINOU-3 COAL PRODUCTION. l}Qc,T AND !NCO� 

of 

For 19 
----

Account 
No. INCOME 

56 

57 
58 
59 
60 
61 
62 
63 

64 

65 
66 

COAL �ALE., (Exclusive of 
Purcbaeed Bituminous and Tons of 2000 lbe. 
Anthracite)-
To Reilroede:

At ripple 
<;hipped 

Other <;hipmente:
Via Rail 
Via Water 

Coal Coked (including coal 
washed l 

Local <;alee-Retail "'alee at 
Mines-(Net Returns) 

Power Bouse Fuel 

67 Total Production c;alee 

68 
69 
70 

71 
72 

73 

74 
75 

76 

coat of c,alee 
Total Mining Cost (Acct. No. J2) 
!nventory First of Month

I'otal
!nvmtory Le.pt of Month

Total �oet of <;alee 

Gross Profit on coal "'Old � Deduct Sellin� Cost (Acct. No. 44) I 

!ncome from c,ales $ 

Per Ton A11ount 
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Aooount 
llO. 

77 Miscellaneous Inoo11e (Net): 
78 Heat, Light, and Power 

�9. 

79 Dwellings and Farms 
80 Q�orea, Miners' �upplies, Co11111isaries,etc. 
81 Qtandard Gauge Railroad Equipment 
82 Water Transportation Equipment 
83 Coke and By-Products ....... Tons 
84 Washed Coal ................ Tone 
85 Purchased Anthracite ....... Tons 
86 -nurcaased Bituminous ....... Tona 
87 Other !noome (Particularize) 
88 

89 Tot�i·Mi���ii�����·r�����···· ·····

90 Total !ncome ( Qales and Miscellaneous 
91. Lees Deduction From Inco11e

92 l�et Inco11e

PRODU�l'!ON TONNAGE (2000 pounds) 

Prepared Run-of-Mine- �lack 
93 Qales: 
94 To Railroads:-
95 At Tipple 
96 Shipped 
97 Other Qhipments:-
98 Via Rail 
99 Via Water 

100 Coal �oked (Inc'g r,oal Warhed) 
101 Local Qales 
102 Power House Fuel 

103 Total Qalea 
104 Add-�nventory end of Month 

105 Total 
1C6 Deduct-Tnventory l:<'trst of Month 

107 "PRODU0TTON 

Amount 

Total 

For11 prepared by Cost Acoounting Co1111itte of National Coal 
Aeeooiation for submission to Federal Trade ;OIIIlission (rever�e). 





30. 

BALANCE qHEF:T 

Assets Balance 
------19--

current Assets: 

Cash 
Notes Receivable. CURtomers 
Notes Receivable. Affiliated Companie� 
Accounts Receivable. Customer� 
Accounts Receivable. Affiliated Companiee 
Accounts Receivable. MiscellB.Deoue 
Pay Roll Overdaaft. 
Account� Receivable. Merchandise Dept. 
Interest Receivable 
Inventory. Coal 
Jnventory. Merchandise 
Inventory. Material and supplies 

Total 

Investments: 

United �tates Government Obligations 
Bonds-Other than o. s. Government 
Mortgages 
Lon� Ter11 Notes 
�tocks o f  Other Companies
Loans. Affiliated Companies.
Atocke and Bonde. Affiliated Companies

Total 

Reserve and qinking Funds 

Fixed Assets: 

Coal Lands. Fee 
Coal Lands. Leaseholds 
coal Lands. Undeveloped 
Mine Plant and Equipment 
Mine Development 

(Continued on following pa�e) 

Changes During Fiscal Year 
-----Mos. Month 

To Date of------· 

/ 
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31, 

<!trippint; Expen�es. Deferred 
Improvements and Developments in Progress
<1torage Yarde 
Retail Yards 
Miscellaneous Non-Operating Property 

Total 

Deferred: 

Prepaid !nfarenoe 
Advanced Royalties 
Prepaid Interest 
Deferred Expenses 
Discount on Bonde �old 
Prepaid Taxes 
!nterest Receivable

Total 

Total 





32. 

BALANCE �HEET 

Liabilities 

Current Liabilities: 

Notes Payable 

Balance 
------19--

Note� Payable. Affiliated Companies 
Accounts Payable. Current 
Accounte Payable. Affiliated Companies 
Payrolls. Accrued 
Interest. Matured 
Wages Unclaimed 
Rents Accrued 
Dividends Declared 
Dividends Unclaimed 
Unclaimed Bond Interest Coupons 

Total 

Deferred Liabilities: 

Taxes. Federal !ncome and Excess Profits 
Taxes Accrued. General 
Interest Accrued. (Unaatured) 
Royalties Not Due 
Liability Insurance Accrued 
Compensation Claims �etermined 
Mining Hazard Claims Determined 
Premium on Bonis 

Total 

Reserves: 

Depletion of coal Lands. Fee 
Depletion of 0oal Lands. Leasebolds 
Depreciation of Mine Plant and Equipment 
Amortization of Mine Developments 
Depreciation and Obsolescence-�torage Yards 
Depreciation and Obsolescence-Retail Yards 
Depreciation and Obsolescence-Miscellaneous 
General Insurance 

(Continued on following page) 

Changes During Fiscal Y,ear 
--------Mos. Month 
To Date of-------
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Compensation Insurance 
Mining Hazards 
Uncollectible Accounts and Notes 

Total 

Funded Debt: 

Bonds. Autaorized and Issued 
Lees: Bonds in Treasury 
Mortgages 

Total 

Capital qtock 

Co1111on �tock: 
Lees: 0011110n stock in Treasury 
Pref�rrea. stock: 
Le�s: Preferred ctock in Treasury. 

Total 

surplus: 

�inking Fund Reserves 
curplue �rising from a Revaluation of A�sets 
curplus Earned Prior to March 1, 1913 
�urplus Earned �ubsequent to March 1, 1913 

Total 

Total 

Form taken from Bitumin-,1.e Coal Mine Aocountini by W. B. Reed. 
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