






































































































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pose and are filed for historical reference.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. 
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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 

50 

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. 



FOR THE 15th OF THE MONTH 

N arne and Address 
Card I---__ ~ 

Delinquent 
Reminders 

N arne and Address ..... I--___ ~ 

Card 

Figure 49. Delinquency Procedures 
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FOR THE 31st OF THE MONTH 

When Pay­
ment made 
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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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