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Ads requasted, I have thoroughly studied the various
statements raspreseanting charge by the Martin Varnish Co, to the llartin-
Sencur Co. for mamfactured varnishes.

IVE T NG ST

It is evident from this report that the Martin-Benour
Co. has been charged a generally higher price on all mamfactured var-
nishes than the Martin Varnish Co. has charged to the trade. ZThe
items sold to the M-S Co. of Ill. for resals gave them 9.46’ greater
profit and such items as wers s0ld to the Martin-Sencur Co. of Ked, for
resale gave thex 8.27% greater profit. This smounted to $4,321,.53
overcharge to ths MartinmSenour Co., if we assume that these items
charged for resals should have been invoiced out of the Martin Varnish
Co, account at the same price as those sold direct to ths trade. Yom
will also note particularly that last year M-8 Co. of Ill, and M-8 Co,
of Neb. resale items gave to the M V Co. only 31.42% profit as against
35.73% for direct sale.

OREGATING STATWMENT .

This statement shows a surplus of $34,454.58 on a value
of cutput of $394,996.19, or 8.3%. I do not think this correctly rep-
resents tha situation for the reason that thers has been deducted the
item of loss and gain general, #9,538.93, which I feel doss not belong
in the mamufacturing account, The total cost to mamfacture all :

roducte is really only $338,089.75 instead of $347,618.67 as indicated,
and compared with the total credit of the account shows a surplus &n
cost figuring of $33,993.50, or 11.5% on the value of the productien,-
$294,996.19. .
- $19..,447.91, indicates a bad
condition, The comments in the statemsnt cover this quite fully but
_ it 1s inexdusable for the mamifasturing reports to be incomplote. 'Tere
? should be no difficulty in reporting ingredients exactly as used and I
believe that at least for awhile it would de advisable to keep & perpet-
ual bdook inventory of both quantity and value of rew material. The cost
per unit of raw matarial can be easily checked against purchases. -

mﬂﬁ.mm_umm - $6,765.45. This is & bad
showing,- & surplus of 15% against an expenditure of $43,609.03. I think

the ravised pacicage additions submitted will overcome this condition in
the current year as they are considerably lower than the figures used
during 1919. They are, however, lower than the Cleveland factory 1920
additions and I fear they may be too low. They should, therefors, be
kept under constant observance and revised if at the close of the quarter
it appears that they are not covering all of the expenditures.
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Baw Material Fue)l Deficiy = $155.84, is not particu~
Broductive Igbopr Deficit ~ $165.18, is not partica-

Department Burden Surplug - $2,433.67. This indicates
bad ocost figuring as the rate used was almost twice vhat it should have
bean. Tals condltion should have been detected from the anzlysis
of formla record &uring the ysar and the rats reduced. The suggssted
1920 rate, 40%, seems satisfactory.

larly serious,

_ larly seriocus.

Ogneral Burden Surplus -~ $5,617.49, is bad. The
rats used was mach t00 high and should have bosn noticed and adjusted.
The suggested 1930 rate of 70% seoms satisfactory.

ECIAL T ADTUY QF AC

The overcharge of $17,200.76 may be not far off,
tut the basis of .089 per gallon for 193,287 gallons is not sound, I
think the adjustment should be made on the basis of the per cent to
the value of this over-figuring, which I calculate is 11.58. The
chief error in the cost fignring is in raw materials. I cannot lo-
cate the source of the figure $27,328.05 shown as the surplus on
bulk goods, which is divided by the total gallons mamfactured to
get the net overcharge per gallon -~ .089. I think that the over-
charge to M-8 Co. should be determined by taking the figure of corm
reot billing, $156,712.98, and deducting from it 11.45% to oover the
surplus over figured. ‘'his amounts to $18,021.99. Aleo, becimse
these items were charged at figured cost plus 5%, this 5% should be
omasidered in this overcharge, an saddition $901.10. ™us the total
overcharge on bulk goods I make $18,923.09 as compared with $17,200.76.
Further, if M-8 Co. of Ill, and Nasb. were overcharged that .089 per
gallon or 11.5%, so was ths 8-¥W Co., Who bought 19,368 galions. If
figured at .089 per gallon thie is $1,723.785, or, considered on the
value of $11.080.58 at 11.35%, this overcharge is $1,274.27.

Incidentally, the costs of resale goods shown on the
trading statement are excessive bdecause of this over-figuring, Conm
sidered on the basis of .089 per gallon, ¥M=3 Co. of 111, resale is
charged $1,731.05 too much and on the basis of 11.5% on the valus,
the exceseive charge is $2,562,96. MeS Co. of Neh. resals on the
basis of .089 per gallon shows an excessive charge of $326.75, or on
the basis of 11.5% this overcharge is $860.88.

Also the mamufactured merchandige charged against
Trade and M 8 D sales of $67,074.01 was figured 11.5 too high, or
$7,713.51 which should be added to the gross trading profit, making
this $37,721.72, or 34.9% instead of 27.69%.

The general sunmary in this special audit also
covers an overchargs for quantity - $2,308.84; erroneous bdilling -
$181.10; charges for barrels returned - $381.00, all of which figures
I am unsble to check. - 1 caleulate that the amount $21,958.60
shown as net due M-S Co. is not sufficient. It should bg $23,681.93 -
this for the reason that the overcharge on bulk goods was $18,923.09
instead of $17,200,76 snd thsre is also due to tha 8-¥ Co. for overe
charge $1,274.27.
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SPRCIAL R¥PORT OF AUDIT OF BILLINGS

I am unadle to check the figure of $1,105.61 far re-
fund on bulk goods determined by a unit bdasis, and, as explained before,
I think the only basis to bas considered is the percentage on the valus.
As mentioned before, the refund on billing, $3337.33, checks up correctw
1y. I am unable to locate the source of figares - erranscus billing
$181.10 or returned barrels $381. Te smounts due M. V. Co. for
drump, $2,3561.41 and for barrels, $1,537.22, seem satisfactory. The
net due M=S Co., $10,006.40, as mentioned before, I do not think i»
correct,

IT OF D

This shows sales of $11,505.46 as campared with cost
$3,904.41 ,» & profit of $1,701.06 or 1¢.66%. The over-figuring of
the cost should be taken into consideration and, as the general w‘w{%
was 11.5 too high, it makes the real comst of this material $1,139.01
lower, or $8,785.40. This makes the profit on M S D sales $2,840,08
or 24.7%. I note the remark that unlisted items are sold to the
M-8 Co, on a theorstical price basis. I fall to see why, if listed
varnishes are charged at 30% below the net price, unlisted warnishes
should not be charged to the M-8 Ca. at 30% less than the price at which
they were sold. Evidently aleo H 3 B Co, are sold at prices lower than
the ¥=8 Co,

Farther, I fail to understand why in the analysis
the gross profit on Trade Sales should be assumed to de 7%,  This
groas profit can de readily determined by deducting the ccst of NS D
from the total sales shown as $78,344.46 on the trading statement.

I trust I have propsrly understoad thase statensuts
and that the conclusicns I express are corrsct.

Yours very tm_lyy -
VN i

Gen. Supt. of Costs,
WRS:E
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