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CONSOLIDATIO

A Summary and further consolidation of everything so
far written is as follows:

le. In BOOK KEEPING, the Organization treats itself as a
completely separate entity. It treats itself as separate
from its owners and employees as well as other Corporations,
Companies or Individuale.

Owners, employees, other corggrﬁtidné.vccmpaniﬁso and
%ndividual_e are one and all treated in BOOK KEEPING as Outside
ersons.

2. A Summary of the Organigzation's transactions with Outside
Persons is as follows: S

Ae The Organizétion receives an INFLOW from Outside

Persons of MEST, SERVICES and MNOWEY. The corresponding OUTFLOW
was made by the Outside Fersons concerned.

B, The Organization OUTFLOWS to Outside Persons, MEST,
SERVICES, end MOREY., The corresponding INFLOW is received by
the Outside Persons concerned. -

3. The purpose of BOOK KEEPING is to record the above
transactions. VIZ:

A. The Organization records its INFLOW of LEST, SERVICES
and MONEY gnd it records the action of the Outside Persons
concerned who OUTFLOWED this MEST, SERVICES and MONEY .

B. The Organization records its OUTFLOW of MEST, SERVICES
and MONEY and it records the receipt or INFLOW of this MEST,
SERVICES and MONEY by the Outside Persons concerned.

4« The basic building block of BOOK KEEPING is the Account.
It 18 an arbitrary rule of BOOK KEEPING that an Account.
records INFLOWS on its Left Hand side and OUTFLOWS on its
Right Hand side. .

The Organizaticn keeps Accounts to record the following:
A, It keeps Adcounts to record its INFLOW of MEST and

SERVICES end sufficient Accounts are maintained to differ-
entiate between the broad categories of INFLOW of MEST and
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and SERVICES. It also keeps an Aocount to regord its INFLOW
of MONEY and thils is called the Bank Account. (Note: The
Organization may maintain several Banking Accounts, and in
this case separate Bank Accounts are kept to record the
INFLOW of MONEY into each one.) All the above INFLOWS are
gshown ‘a8 L.eft Hand Entries on the Accounts concerned. :

The Organization also keeps Accounts to record the action-
of the Outside Person who OUTFLOWED the abave MEST, SERVICES -
and MOUEY to the Organization. These entries are Right _
Hend Invries %o the Aeccounts of the Outside Fersons concerned.

"Bs It keeps Accounts to resord its QUTFLOW of MEST,
and SERVICES and sufficient Accounts are maintained to
differentiate as between the broad categories of OUTFLOW of
MEST and SERVICES., It also keeps an Account to record its
OUTFLOW of MONIY and this again is the Pank Account. (Note:
The Organization may maintain several Banking Accounts and in
this case, separate Banl: Accounts are kept to record the
OUTFLOW by each one.) All the above QUTFLOWS are showh as
Right Hand Entries on the Accounts concermed. '

The Organization also keeps Accounts to record the INFLOW
of the above ILST, SERVICES and MONEY by the Outside Persous
concerned. These entries are Left Hand Entries to the ’
Accounts of the Outelde Persons concerned. - ' -

5. It is thus seen that every transaction is recorded

twice « this is Double IEntry BOOK YEFPING. Every transaction
is recorded both as to its INFLOV or Receipt point gnd 'as to
its QUTFLOY or CAUSE point. This is summarised as follows:

Ao Every INFLOW by the Organization of MEST, SERVICES
and HMONEY s reeorded by a Left Hand Entry to the relevant
Account and, at the same time, a Right Hand Entry is made to
the Accounts of the Outside Persons who were responsidle for
the QUTTLOW., ' SR ' '

Be Every OULFLOW by the Organization of MEST, SERVICES
or MONEY is recorded by a Right Hand Entry to the relevant
Account and, at the same time, a Left Hand Entry is made to
the Accounts of the Outside Persons who received the INFILOW.

6e It can now be realised that every transaction is recorded
from the Organization's viewpoint and alsc from the viewpoint
of the Qutside Person oconcerned. '

The Organizetion viewpoint of a transaction shows how much
of each type of particle it INFLOYED and how much of each :
type of particle itvOUTFLOWED.

The Outside Personts viewpoint'éhows how*much MEST, »
SLRVICES or MONEY such Qutside Person OUTFLOWED to and-
INFLOVED from the Organization.

EQg. to quofe Examp}e 12 again, we have.

SYY TS ACCOUNT

15 Aug Motor Car
, delivered to
the Organiza=
tion 700400
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. MOTOR CAR ACCOUNZ

15 Aug Motor Car
received 700 00

Sykes Account records the viewpoint of the Outside Person
concerned and Motor Car Account records the viewpoint of the
Organization. _

E.ge to quote example 15 again, we have:

L-METER SALES ACCOUNT

11 Aug Biggs 80,00
29 Aug Jones 80,00
160.00

11 Aug Receivsd L-leter

from the Organe
- lzation 30,00

JOKES ACCOUNT

29 Aug Received Eeleter
from the Organ-
ization 8000

E-Meter Sales Account records the viewpcint of the
Organization and the Accounts of Biggs and Jones record the
viewpoint of the Outside Person.

To introduce further terminology, the Accounts maintained
for OQutside Persons are termed "Personal Aecounts” simply
because they record the view of the Outside FPersons. Thus
the above Accounts with Sykes, Biggs and Jones are examples
of "Personal Accounts". Any Account that the Orgsmization
maintains with any Outside Person is termed a “"Personal
Account",

By contrast, Accounts maintained which show the point of
view of the Organization are termed "“Impersonal Accounts".
Thus in the above examples, Motor Car Account and E-Meter
Sales 4Account are "Impersonal Accounts", Similarly, in
carlier examples, Stationery Account, Bank Account, Sales of
Processing Account are further examples of “"Impersonal
Accounts', This terminology is not particularly good dbut
50 long as it 1s realized that "Impersonal Account” means
any Account recording the Organizationts viewpoint of a
transaction, then it will serve., For further explanation
I give a full list of Impersonal Accounis below, :

Te hs stated above it can now be realized that every
transaction is recorded both from the viewpoint of the .
Organization and {the viewpoint of the Outside Person con-
cerned. ' S

This is the sane as saying that every transaction in
MEST, SERVICES and MONEY involve an interplay between an
Impersonal Account and a Personal Account.



BPL 14.11.70 111 -

"

,4.*‘

Thia 48 the Bane as Baying that every transaction in

MEST, SERVICES

and MONEY involves an interplay between an

Impersonal Account and a Personal Account.

The entries mey be summarised thus:

- Ao
or MONEY is recorded by:

8o
Account and

b.

Every INFLOW by the Organization of MEST, SERVICES

A Left Hand Entry to the INFLOWING Impersonal

By a Rignt Hand Entry to the QUTFLOVING

Personal Account.

B
and MOﬁEY is recgorded by:

- Y
Aecount and

be
Account.

Every OUTFLOW by the Organization of MDST SERVICES

A Right Hand Entry to the OUTFLOWING Impersonal

A Tieft Hand Intry to the INFLOWING Personal

If this is understood, then the whole of Double Entry
BOOK XEEPING becomes understandable. '

Be

THE ORGAFNIZATION
IIm:personal Accounts

Turchases of Books
& Meters

Vages

FSM Commissions

Rent, Rates and
Insurance

Postage

Electrieity, Gas

Repairs

Advertising

Stationery & Office
Expenses

Cleaning

Hire O0ffice Equipment

Steff Welfare

Donations Paid

Travelling Expenses

Legal & Professional
Expenses

Ten Per Cents

Audit Yees

. Bank Charges

Interest Paid

Buildings

Purniture ’/j

Office Equipment

Motor Vehicles

] Bank Account

A brosder illustration 7 (A) above is shown thus:

INFLOW
: MEST ~ from
€"W.mSBRVIQES‘_“"“‘“Ou_f;taic‘ie
Persons
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BEvery INFLOW by the Orgenization of MEST, SERVICES
and MONEY is recorded by

a. A Left Hand Entry to the INFLOWING Impersonal -
Account and

b. A Right Hand Entry to the OUTFLOWING Personal
Account.

The i1llustration shows the typical series of Imperscnal
Accounts kept by the Organization to record the various
categories of INFLOW received. The bracketed series of
Accounts record the aifferent categories of MEST and SERVICES
INFLOWED and the Bank Account records the INFLOW of MONEY.

It also shows that the corresponding CUTPLOW is made by an
Outside Person and it should be known that for every Outside
TPerson a Personal Account will be malntained.

So for every INFLOW of MEST, SERVICES or MONEY to the
Organization, a Left Hand Entry is made into the appropriate
Impersonal Account and a Right Hand Entryv is made into the
appropriate Personal Account of the person concerned.

Be Thus Pube Org despatches Books and iueters of wvalue
%1,000,00 to the Organization., This is recorded by a Lef?t
Hand Entry into Purchases of Books and Meters Account and a
Right Hand Eniry to Pubs Org Personal Account.

Thus Electriecity Company bills the Organization for
supplies of electricity of value £95.00., A Left Hand Entry
is made to Electricity, Gas Account and a Right Hanﬂ Entry
to the Electricity Co. Personal Account.

‘Thusg Lawyer Brinkman bdills the Organization for Legal
Services of value §900.00. A Left Hand Entry is made to
Legal and Professional Services Account and a Right Hand
Entry to Briniman's Personal iccount.

Thus student Jenkins pays in MONEY to the Organization
for the amount of $700.00. A Left Hand Entry is made to Bank
Agcgug; and a Right Hand Entry is made to the Personal Account
o enkins. )

Thus Tony Jones and Bill Prentice pay in 3500.00 each for
stocks or shares (as per example 22), A Left Hand Entry is
made to Bank Account and a Right Hand Fntry to Stock or Share
Capital Account.

Note: The "°tock" or’ “Share Capital” Account is slmply
a Collective Personal Account of all the stock or shareholders
and records their QUIFLOW of MONIY into the Organization.

A separate Personal Account could be kept for each
individual stock or shareholder, but it is more usual and

cggvenient to keep one collective Personal Account for them
a . : ; .

9. A brosder illustration offvv(B) is as foliowsé
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THE ORGANIZATION ;
IMPERSONAL Accounts
QOUTFLOW
Sales of Books
& Meters to
Seles of Training ___|. HESE —— N |
"~ _ & Processing : : RRVICFS Outside
Sales of Hemberships = -
Sales of Insignia : . .= Persons
e '
i  Bank Account e ' MOWEY

Every OUTFLOW by the Organization of MEST,'UMRVIGES
and MONEY is reccrded byz :

~a. A Right Hend Entry to the OUTFLOWING Impersonal
Account. '

be A Left Hand Entry to the INFLOWIﬁG Personal
Account, - ‘

9., The illustration shows the typical series of Impersonal
Accounts kept by the Organization to record the various
categories of OUTFLOW made. The bracketed seriés of Accounts
record the different categories of MEST and STRVICES OUTFLOWED
and the Barnk Account records the OUTFLOW of MONEY., It also
shows that the oorresponding INFIOW is received by an Outside
Person and it should be known that for every Out51de Person
2 Personal Account will be maintained. , .

Thus the Organization invoices student Bryanston for one
B-Meter despatched to hir. A Rignt Hand Entry is made to
Seles of Books and Heters Account and a Left Hand Entry is
made to Bryanston's Personal Account. ‘

Thus the Organization invoices stuldent Bright for the
SERVICD of one HSDC delivered to hime A Right Hand Entry is
mede to Sales of Training end Processing and a Left Hand
Entry is made to Bright's Personal Account. '

Thus the Organization disburses a check to I.B.H. for
§242.00. A Right Hand Entry is made to Bank Account and a
Left “and,Entry 1is made to I.B.M, Personal Account,

gssgnv;ngg BCO g KEZPING

: - Now, having gone to great lengths: to explain how every
transaction is an interplay between Personal snd Impersonal
Accounts it now has to be explained how, in practice, the
Personal Account is sometimes by-passed and omitted. Hence
this sub-heading of "Abbreviated Book Keeping'. -
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SXAMELE 253 |

On 20th August the Book Store of the Organigation
delivers one Book for $2.00 to student Joneag Jones immedistely
gives the cashier $2.,00. ,

Now the full BOOK XEEPING would be:.

SALES. OF BOOKS AND METERS ACCOUNT
20 Aug One Book delivered

to Jones £.00
X JONES ACCOULT ~
20 Aug One Bo;;“\N‘““ : 2 “Kﬁgﬂfég;ey paid to
Receivedw’#wﬂ,;:gs;3’*<£§z~ﬁf_,~§§3‘9£ganization 2,00

BANK ACCOUNT
20 Aug Money received
from Jones 2.00

But aince this transaction was concluded immediately 1t
1s far more practical to ignore the Personal Account of Jones,
This ie indicated by striking a eross through Jones! Accaount
above. You will now see that we are left with a Left Hand
Entry to Bank Account and Right Hand one to Sales of Books
and Meters Accounts This is in practice what is done, but
do recognize that we are doing abbreviated BOOK KEEPING.
There are two distinct flows involved, viz:

&e An OUTFLOW of the Book by the Organization to Jones.

b. An OUTFLOW by Jones of MONEY to the walue $2,00 to
Organization.

What we have done is to ignore the recording of Jones‘
part in each flow. We are left with a Left Hand Entry to
Bank Account and a Right Hand Entry to Sales of Books and
leters Account. This has the effect of jamming a MEST and
a MONEY flow together.

Avbreviated BOOK KEEPING can be practiced with safety
80 long as one can reémember that a flow of a NEST or SERVICP
particle is different from a flow of MONEY and that abbre~
viated BOOK KEEPING dces jam them together.

Now in practice, the Organization is llkely to make many
sales of Books at the Book Store each day—aﬂd it will receive
MONEY immediately for these. Thus in one day it might sell
Books to the value of $95.00 and recelve this MONEY. ,

The abbreviated BOOQK KEEPINC therefore would be to .
make one entry for the whole $95.00 to the Right Hand side
of Sales of Books and Meters Account and a Left Hand Entry
to Bank Account. Or you might add up the whole of such
sales at the Book Store for a conmplete financisl period,
i.ees they might amount to $5,101.00 for a whole year. The
abbreviated BOOK KEEPING could be completed by one Right ’
Hand Entry to Sales of Books and Meters Account of $5,101.00
and one Left Hand Entry to Bank Account for this amount.
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SXAMPLE 203

On 29th August the Organization delivers the SERVICE of
one HSDC to student Simon at cost $250.00 and he immediately
pays this amount of MONEY to the cashier, :

. The full BOOK KREPING would be:

SALES OF TRAINING AND PROCESSING ACCOUNT

- 29 Aug One HSDC
delivered to

Simon 250,00
SIMON ACCO
29 Aug Ome HSDC = —— 29-AUE  MONEY paid to
' received 2 the Organie
. zation 250,00
BANK_ACCOUNT
29 Aug MOLEY received

from Sinon 250 .00

Again it is coomon for the Personal Account of Simon
to be by-passed passed and ignored. This is shown by the
cross striking out the Account. Thus the entries made would
only be a Left Hand Entyy to Bank Account and Right Hand
Entry to Sales of Training and Proces=ing Accomt. This can
be done with safety, since the transa,tion J'Vﬂrmpleted, but
.40 know for your understanding that tlie effec: of this
abbreviated BOOK KEAPING is to jam a flow of a SURVICE and
a flow of MONEY together whereas they were in fact gquite
separate.

Again it is usual for a whole series of such transactions
to be added up and one eniry made to record the lot at once
by a Right Hand Entry to Sales of Training and Processing
Account and a Left Hand Entry to Bank Account.‘\ ‘

EXAMPLE, 27

. The Organization Wages bill for week ending 12th August
is $260,003 a check is drawn for cash for this amount and it
is paid out to the wvarious employeea.

One must reoognize that tbare are two flows here:

, B An OUTFLOY of a SERVICE by the enployees to the
Organization for which they are entitled to their agreed
wages » in this cass $260.00., In effect the employees
bill the Organigation for tnis anmount of LFVICB.

be An OUTFLOW of MONEY by the Organization to the
employees of $260.00. _

Now ii full BOOK KEEPING were done, then a great amount
of unnecessary entries would be made. Assume for the sake
of simplicity that the wagee bill for $260.00 is for five
staff members at %52.00 each and that tﬁeir names are A,
B,C,D, and E. :
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Now the full BOOK XEEPING would be:

¥AGES AGGOUNT

12 Aug Service from A 52.00
Service from B 52,00 .
aerv103 from ¢ 52,00

D ‘2.00
260 00
PERSONAL ACCOUNT A
12 Aug Noley received 12 Aug Se: e delivered
: from - ‘o the
Organi greganization 52,00
it n 52 'OO
ow L o -~ 52,00
" i . 52 cOO
" PERSONAL ACCOUNT E \ B
w 52,00 ne 52,00
BANK A CCOUNE |
12 Aug Check for‘cash
paid to A 52.00
B 52,00
c 52.00
D 52400
260.00

Obviously such entries would multiply the BOOK KEEPING
records enormously. And thus, in practice, one ignores the
Personal Lccounts 28 indicated by a cross struck through these.
One is then left with a Left Hand Entry to Wages Account and
8 Right Hand Entry to Bank Account. In practice, this would
be recorded thus:

- ~ VAGES ACCOUNT
12 Aug ﬁaﬁk Aocovnt 260.00 _"
| 12 Aug Wages pald 260,00
This is the only practical way to record such transactions
but do recognize that the effect of the above entry is to jam

8 flow of a SERVICE and a flow of MONEY togetker, butv it is
perfactlj sefe to do since the transaction is completed.



BPL 14.11.,70 III - 10 -

The Organization pays FSM Commission to FSM Mannie
Hoskins of $52.,00 on 1l2th August. In the first instance
there would have been the OUTFLOW of an FSM SERVICE to the
Organization by Mennie and in the aeoond the Organization
will OUTFLOW a check to him.

Again it is more convenient to byepass the Fersonal -
Account of NMannie end simply record it thus:

12 Aug Mannie Hoskins 52,00

* BANK_ACCOUNT -

12 Avg Paid to Mannie
- Hosltins 52.00

It should be recognized again that such recording does
Jam a flow of & SERVICE and a flow of MONEY together. But
is perfectly safe to do since the transaction is complete.

ELAMPLE 29:

The Bank with whom the Organizatioa keeps its Account
informs the Orgenizatlon that its Charges to August 31lst are
$40.00 and in fact they do charge the Organizatlon inmediately
by entry onto the Bank &tatement. '

Again there are %two flows here. The Bank did deliver
e SERVICE to the Organization in the first instance and, in
the second, the Organigzation does pay the Dank.

But again, for simplicity, one ignores any Personal
Agcount for the Benk and the entries are:

BAIK gccom |
51 Augv Banlk Charges | 40.00
B%EE_QE&&“-1§¥XEB..
31 Aug Paid to Bank 40.00

In this instance, the Orgarization does not even make
out a check since the Bank has already taken payment by making
a direct entry onto the Organizationis Bank Statement. Thus
the Right Hand Zntry to Banh Account merely reflects what
the Bank has alreedy done on the Bank Statement. Nonetheless,
it still constitutes a payment by the Organization.

All the above are examples of abbreviated BCOXK XEERING
whereby the use of the Personal Account is ignored.

Abbreviated BOOK KEEPING is per*ectly safe to do and
correctly produces the end result produced by Full formal
BOOX KEEPING as long as the complete transaction is combleted
within the same finanoial period, NOTT: "Financial Period"



is simp1y the“period of time oovered by a Tinancial report.

.- Thus the Organization OULFLOWS a SERVICE of an HGDC gand
receives the MONEY for .thie in the same finansial perieod.

In this case, abbreviated BOOK KEEPING will produce the
correct end result despite omitting the Personel Accownt of
the student concerned. = ;- ' ~ - o

Thus the Organization receives the IIFLOVW of MEST or
SERVICES gnd pays for this in the same financial periocd. 1In
this case,. abbreviated BOOK XEFPING will produce the correct
end result despite omitting the Persconal Account of the
Supplier concerned. . ’ '

- In this fashion, it is possible to complete the whole of
the BOOK KEEPING for the Organization, in the first instance,
by ignoring or by-passing all the Personal Accounts with
Students and Preclears on one hand and Suppliers on the other.

~ But although this will produce the correct end result,
as far as completed transactions are oconcerned, it will not
record those transactions which are incomplete at the end of
the financial perilod. . - o S :

Thus the Organigzation may have OUTFLOWED or 8c0ld the
SERVICE of an HSDC in the ‘financial period but did not receive
payment 1mtil the subsequent financial period. No part of
this OUTFLOW by the Organization of SERVICE will be recorded
by abbreviated BOOK KEEPING and it will be necessary to record
it %o show the correct position  at the end of that financial
period., - A = G :

Similarly, the Organigation may have INFLOWED MEST orx
SERVICES within the finencial period but did not pay for them
until the next period. Again, abbreviated BOOK KEEPTIG will
record no part of this INFLOW at the end of the financial.
period and it will be necessary to record it in order to show
for the correct position for that financial period. . =~

. Sueh incompleted transactions at the end of a financial
period do have to be recorded then by use of Personal Accounis
and full formal BOOK KEFPING. And in this way, abbreviated BOOX
KEEPING plus the use of full formal BOOK KENPING ap regards in-
completed transactions at the end of the financial period can
be made to produce correct financial reports.

This is demonstrated very fully later and it is of the
utmost imporfance since this ig the method by which '
Scientology (R) Organizations prepare their financial reports.

- BAD NOMENGLATURE
No use hat been made so far, of the two words most
commonly. used. in BOOK KEEPING and ACCOUNTANCY - one is the
word "Debit" and the other is the word “"Credit". :
 They have not been used so far because the neanings of
these mords do not adequately describe the function they
perform in BOOK KEEPING and ACCOUNTANCY. R

The word "debit" comes from Latin vdebitun" meening e
debt. Now in BOOK KEEPING, the word is used to describe any
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entry made on the left hand side of an Account but the making
of Left Hand Entry does not always mean the recording of a
debt. If a Left Hand Entry is made {0 an Impersonal Aceount

of the Organization, it means the recording of the receipt of =
MEST, SERVICE or MONEY particle - it is not recording a debt.

Now if a Left Hand Entry is made to a Personal Account,
it can mean the recording of a debt as shown in Example 8,
for instance, but even here you have to be careful to realize
it means a debt due 1o the Organization.

Further, the word "credit" ocomes from the Latin "creditum"
meaning something entrusted to another - a Loan. In BOOK
KEEPING the word i1s used to mean any Right Hand Entry made to
an- Agcount dbut the making of such Right Hand Entries does not
necessarily mean the recording of a Ioan. In fact, when you
make a Right Hand Entry to an Impersonal Account it means the
reaording of an OUTFIOW of a MEST, SERVICE or MONEY particles
it does not mean the recording of a Loan. A Right Hand Entry
made to a Personal Account can mean the recording of a Loan
a8 shown in Examples 9, 10 and 1l; but again you must de
careful to realige this means a Loan %9 the Orgenigation.

Possibdly this faulty nomenclature is the basis of most
cqnfusion with BOOK KEEPING.

That is why when speaking of a Left Hand Entry to an
Ascount the word "debit" has not been used, but instead the
expressions INFIOW or Receipt point or Effect point are
utilized. The word "Debit" is used from now on, to keep in
touch with usual nomenclature; but when used, the meaning
assigned 15 that of making a Left Hand Entry to any Account e
whether Personal or Impersonal. And a Left Hand Entry means
recording an INFIOW or Receipt to that Account. ~

Similarly, the word "oredit" has not been used up to now,
but instead a ﬁight Hand Entry is descrided as OUTFIOW ox
Cause point. The word "eredit" is used from now on to keep
in touch with ususl nomenclaturess but when used, the meaning
agsigned 1s simply that of meking a Right Hand Entry to any
Agcount. And a Right Hand Entry means the recording of an
OUTFLOYW by that Account. o '

EINANCIAL REPORIS
There are two Financiel Reports or Statements that are

prepared, and they are known as the INCOME AND EXPENDITURE
ACCOUNT and the BALANCE SHEET. ’

LICQE AND EXPENDITURE ACCOUNT

The INCOME and EXPENDITURE ACCOUNT ia an ACCOUNT éoverir:
& particular financial period and which records the following:

On the right hand side or Credit side, the value of the
MEST and SERVICE particles outflowed or scld by the Organ-
igatlon in the period concermed, i.e. the value earned by
the Organization in the period. .

On the left hand side or Debit side, the value of MEST
and SERVICE particles INFLOWED and used up by the Organization
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for the period concerned.

If the value of the OUTFLOW exceeds the INFLOW side,
then there is profit; if the wvalue of the INFLOW ie greater,
then there ie a Loss. The profilt or.loss is always carried
to and placed on the Balance Sheet. . ’

BALANCE SHEE

The Balance Sheet is simply a financial statement which
1lists down all the Assets and Liabilitiea of the Organization
at the end of the financial period concerned.

“he Assets are listed on the left hand side or debit side
and the Lisbilities are listed down on the right hand side ox
Credit side. '

An Asset mey be defined as something of value owned by
the Organization at the end of the financial period concerned
and a Liability may be defined as something of value owed by
the Organizetion at the end of the financial period concerned.

It will be seen that Assets are something that the
Organization will enjoy the benefit of in the subsequent
financial period and that Liabilities are obligetions which
the Organization will have to meet in the subsequent period.

Another viewpoint of the Balance Sheet, therefore, is
that it includes all Accounta not terminatedly handled at
the Balance Sheet date since such Accownts will effect the
Organization in the following period.

By contrast, the Income and Expenditure Account records
Accounts which are terminatedly handled since 1t records
value earned and the cost of MEST or SERVICES used up. These
are accomplished and completed facts.

As noted, the Profit or Loss on the Income and Expendi ture
bccount is carried to the Balance Sheet and it is pointed out
that this too can be regarded in terms of an Asset or a
Liahility. o . ;

. A profit reflects as a credit balance on the Balance
Sheet and is a Liability in that the Organization can be
regarded as owing this amount to the owner or owners of the
Organization. '

A Loss reflects as a debit balance on the Balance Sheet
and this can be regarded as an Assci in that the owners of
the Organization owe this amount to the Orgaenization.

This explanation does not work out with a Legal Stock

or Share Corporation since, by law, the stock or shareholders
do not usually have to make up the losses of the Organization.
In this event, a Loss can only be regerded as an Account
showing the overall deficiency of the Organization and as an
amount which the Organization would like to recoup from the
:gne{s but which it is stopped from recouping by reason of

e law.

A Non-Profit Corporation = which is the legal status of
meny of the Churches of Scientology - does not have owners.
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. Instead, it usually has Trustees whose responsibility it
ls to direct the affalrs of the Church in accordance with its
noneprofit objectives., In tuis case, a Profit can be regarded
ag further funds owing to the Trustees by the Organization for
their use in accordance with .the Non-Profit Corxporationts
objectives. 4 loss would again be regarded as a Deficiency .
Account since the Trustees would not generally have any ‘
Liability to make up Deficiencies of the Organization.

Derek Field
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The Guardian WW

for :
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The Controller
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