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A Summary and ‘furthér cdnéoﬁdafion of everfthirig so far written is as
follows: : '

i, In BOOK KEEPING; The Orgahizatioﬁ,' 'ti:"e'at;,s‘ itself as a completely
separate entity. It treats itself as separate from it's owners and employees
as well as other Corporations, Companies or Individuals.

Owners, employees, other Corpofations. Cdfnﬁdﬂiq’s and Individuals are
one and all treated in BOOK KEEPING as Outside Persons.

2. A Summary of The Organizations transactions with Outside Persons is
as follows: - ‘ -

A. The Organization receives an INFLOW » from Outside Persons, of
MEST, SERVICES and MONEY. The corresponding OUTFLOW was made by
the Outside Persons concerned. : _

.~ B. The Organization OUTFLOWS, to Outside Persons, MEST, SERVICES,
and MONEY, The corresponding INFLOW is received by the Outside Persons
concerned. ' ’

3. The pu.rpoée of BOOK KEEPING is to record the above transactions, VIZ:

A, The Orgé.nization records it's INFLOW of MEST, SERVICES and
MONEY and it records the action of the OQutside Persons concerned who
QUTFLOWED this MEST, SERVICES and MONEY.

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

4, The basic building block of BOOK KEEPING is the Account. VI-t is an
arbitrary rule of BOOK KEEPING that an Account records INFLOWS on it's
left hand side and OUTFLOWS on it's right hand side.

The Organization keeps Accounts to record the foliowing: '

A. It keeps Accounts to record it's INFLOW of MEST and SERVICES
and sufficient Accounts are maintained to differentiate between the broad
categories of INFLOW of MEST and SERVICES. It also keeps an Account
to record it's INFLOW of MONEY and thig is called the Bank Account.
(Note: The Organization may maintain several Banking Accounts
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and in this case scparate Bank Accounts are kept to record the INFLOW
of MONEY into cach ones) A4ll the asbove INFLOWS are shown as left hmd
entries on the Accounts concored,

The Orgonigation also keeps Accounts to racord the action of the
Outaide Persone who OUTFIOED the above MEST, SERVICES and MONEY to the
Organiwation,  These entries are right hund entries to the Lccoam‘ca of
the Outside Persons concerncd,

Be It keeps ;“,ooounta to’ record it's OUTFLOW of MEST and SERVICES
and sufficiant Lccounts are maintained to differentizte ag hetween the
broad categories of OUTFLOW of 1EST and SERVICES. It also kecps an
iocount to record it's QUTFLOYW of MONEY and this ngain, is the Bank
Account, (Note: The Organization may maintain sevor:l Banking Acoounts
and in this case separate Bgnk Accounts arse kept to record the OUTFLOW
by cach one.) A1l the above OUTFLOVS arc shown ac right huind entries
on the hccounts concerned. ‘

The Organizstion also keeps iccombe to record the INFLOW of tho
above MEST, SERVICES and MOWEY by the Outsido Persons concerned., These
entries are left hand mtrioa to the Accownts of the Outside Pernons
econcernod,

Se It 18 thus secn that every transsotion is recorded twice = this
is Double Entry BOOK XEEPING. BEvery transaction is recorded both aa to
it's INFLOV or Reoeipt point and aa ¥o it's OUTFLOV or CAUSE point.
This is summarised as followss THE

hAe Every IFFLOV by The Organisation of MEST, SERVICHS and WH
is rcoorded by a left hand entry to the rclevant Account and, at the same
timo, o right hand entry is mode to the Accounts of the Outside Persons
vwho werc rosponsiblc for the OUTFLOY.

. B. Evary OUTFLOW by tho Orgenigation of MEST, SERVICES or MOMNEY
is recorded by a right hand entry to the rulevent Account snd, at the
same time, & loft hond entry is made to the Accounts of the Outside
Persons who reccived the mFLOd.

6 It oon now bo realised that every transaction is recordod from
The Orgoniszationts viewpoint and also from the vicwpoint of the Outside
Person concerned,

The Organization viewpoint of o transaction showo much of each
type of particle it INFLOVED and how much of each type of particle it
OUTFLOYED.

The Qutside Person's viowpoint shows how much MEST, SERVICES or
MONEY such Outsidc Person OUTFLOWED to and IKFLOVED from The Organisation,

Cege to quote Example 12 ognin we have

Sykus Account

15¢h Auguat Hotor Car delivered
to The Organizafion
700,00
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MotogQCar gccount_

15th August Motor Car received T00400

Sykes sccount records the viawPoiht of the Outside Person concerned
and HMotor Car Account records the viewpoint of The Organization

.2 to quate exanple 15 again we have:

E Meter Sales Account |
11th August Biggs 80400

29th August Jones - 80,00
160,00 -

Bizgs Account

11th August Recelved i Meter
- from The Organization 80,00

Jones gccount

29th August Received E Meter
from The Orgonization 80400

E Meter Seles Account recordé the viewpoint of The Organization
and the Acoounts of Biggs and Jones record the viewpoint of the Outoide
Perscne

To introduce further terminology, the Accounts maintained for
Quiside Persons are termed "Personal Accounts" simply because they wrecord
the view of the Qutside Persons. Thus the above Accounts with Sykes, Biggs
and Jones are oxamples of "Personal Accounts." Any isccount that The
Organizaticn maintains with any Outside Person i3 termed a "Personsl
Account

By contrast Accounts maintuained vhich show the point of view of
The Organization are termed "Impersonal Accounts." Thus in the above
exanplzs Motor Car Account and E Moter sales hccount are "Inpersonal
Lecounts." Sinmilarly in earlier exanples Stationery account, Bank
Account, Sales of Proceasing dccount are further examples of "Imporsonal
Accounta,” This terminology is not particulurly zvod bub so long as it
is realized that “Imperconal .acoount" means aay aceount recording the
Orsgandzations viewpeint of & transaction then it will serve. For further
explanation I give a full list of Imporsonal usccounts bhelow.

Te As stated above it can now be realized that overy transaction is
recorded hoth from the viewpoint of The Organization and the viewpoint
of the Qutside Person concerned.

This is the aame os saying that every travsaction in MEST, SERVLICES
and MONEY involve an interplay betveen un Impersonal sccount and a
Porsonal Account,
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This is the same as saying that every transsction in MEST, SERVICES

and KOBEY involve o intarplay betwoen o Inrmerasonal Ascount aud 2 Personal
Account,

The entries may be swirnarized ting:

As Bvery LHFLOW by Tho Orgenixction of HMEST, JMRVICRS or MONEY is

reoorded by
ae A left hand antry to the ILNFLOWING Imperscnal Account
and b, By 2 righi hand entry to tho OUTFLOWING Poruoual Account,

Ba 'Evcry QUTFLOY by Tho Orgenization of MEST, SBRVICES and MONEY
is recorded by: '

Ae & right hand eniry to the OUTFLOWLIG Iupersontl iccount
and B, A left humd entry to the E.:'II"LOT.'{ING Pé;'soml Aocount,
1f this iz understood than the wiolo of Deuble Entry BOOK KIEPING.

veconco wnderstondeblo. .
8¢ A broader illustration 7 (L) nbove is showm thuas
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Imperaonal Locounts

Purchases of Books
& Meoters \
Woges
FSH Commissions
Rent, Rates and
Insuranoce
Poatage
Blectrieity, Gus
Repairs
Advortising
Stationery and 0fficc IRFLOY
Expensca
Cleaning v
Hire 0ffice Equipmont from
Staff “felfarc MEST ‘
Donations Paid ( SERVI.CES wwmsmes Outside
Travelling Expenscs
Logal and Professional Poraons
ixpenses .
Ten por cents
audit Pees
Bank Charges MONEY
Intereet Poaid
Buildings
FPurniturs
0ffice Bguipment
Motor Vehicles

Bank Account

s i et it

Bvary INFLOW by Thoe Org:miwtion of MEST, SERVICES aud MONEY is rocordad by
e & left hond entry to the INFLOWLNG Imporsoncl Account
and  be 4 right hand ontry to tho QUTHLOVING Porsanal sccount,

The illustration shows the typical seriecs of lupersonsl Accounts
ikopt by The Organization to record the vuriocus categories of IRFLOW reocivod,
The brackoted series of Accounts record the different categoriecs of MEST and
SERVICES INFLOVED and the Baniz jccount records the DIFLOY of MONEY. It also
shows that the corresponding OUTFLOY is made by an Outside Person and it
sheuld be kown that for every Cutside Person a Personsl hcoount will be
E’L.’lﬂi.ntaincdo

o for every INFLOY of MOST, SERVICES or MONEY to The Organization
4 left hand entry is made into the approprinte Imporsenal iLccowmt mid o
right hond entry is made inte the Persenzl iLccount of the Person congerneod.
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8, Thus Pubs Crg despateies Boois and Kebters of value $1,000,00 . to
The Orranlmtz.on. This is recorded Ly o left hand entry into Purchzses
of Books & HYeters Account and a right hond entry to Pubs Org Personal
Aoooun.t. - »

Thus Bleotricity Comisny bills The Organization for eupplies of
Electricity of value §J5,00. A lefi hund entry is made to Eleetricity,
7as Account and a right hend entry to the flectricity Co. Personal iccount,

Thus Lawyer bBrinkmor bills The Organization for Legal Services of
value $900,00, 4 left ha.nd entsy is nede to Legnl and Professional Services
Lecoount and a right hand entry to Lrinkmante Personal Account,

Thus student Jenkins pays i MONEZY to The Organization for the
anownt of 8700400, 4 left hond entry is nade to Bunk iLccount and a r:i.‘,ht
hand entry is made to the DPersonzl ieccunt of Jenkins,

Thus Tony Jones acd 3ill Urertice oy in 53500'.00 cach for stocks
shores (ns per example 22), & left ‘xad antry is made to B"mk Account
‘.rd 2 right hard euniry to Stock or Shure Cupital iccount.

Hote: The "Stcek" or "Share Cupital” ;»cc.mmt is sinply & Ccllective
Persornal Account of all the stock or shure! miders and records their OU'I'I‘LOU
of MONEY into the Or,;anwation. } . -

i separate Pwrsonal :;coount could bo kept Yor each individual stock
or sharcholder Lut it ia more ususl -mdé convenient to keep one collective
Personal Lccount for them all, e :

9e & brouder illustraft:ion of 7 (3) is as follows:

EXAMPLE 2/§ N

\\
THE ORGART A ‘--'
IMPERSGOHAL /Jecounts
OUTFLOY

| ales of Books e
{ & Meters
; Salea of Training : R o
; & Processing [P i
’ S&l Of H.\ﬂut:’&)r hl \S ; 13: '{ ‘r’{ h'ES _—> OU.t Sidu

Szles of Insimmin
; ™ i , Paraons
! - O . >
: Bonk HC20ULY e
L .

Ever" QUTI‘E.O’&’ by The Oréxmimtmn of MESTD, SSRVICES =nd HOHEY dis
recorded- by :

e & vight hand antry to ths OUTFLOWLND Imcersonal isccount.
‘be A left hand entry to the INETGUING Personsl Locount.
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9 The 1llustretion shows the typlcsl seriss of Impersonsl Accounts
kept by The Crgsnizetion.to.rscord the various categories of OUTFLLV
made, The bracketed series of Accounts record the. different categories
of MZST and SERVICES OUTFLOVED and the Bank Account records the OUTFLOW
of MOVEY, It elso shows thet the correspending INFLOW is reccived by en
Outzide Person and it should be known that for every Outside Person a
Personal Account will be mainteined.

‘Thus The Organizetion invcices student Bryanston for one E Meter
despatohed to him, A right hend entry is mede to Sales of Bocks and
Meters Account and a left hand entry is made to Bryesnstont's Personsl
fiecournit,

Thus The Organization inveicos student Bright for the SERVICE of
cne HSDC delivered to him, A right hand entry is made %o Selce of Training
and Processing end a left hend entry is mede to Bright's Personal Account.

Thus The Orgenization disburses & cheque to I.B.Ms for § 242,00,
A right hand entry is made to Bank iccount end e left hend entry is made
to 1.B.M, Personal iLccount,

LIBREVIATED 300K KEFFING
Now having gone to great lengths to exrlain how every trensactior
is en interplay between Personel and Impersonsl Accounts it now hog to

be expleinsd how, in practice, the Personsl Account is souetimes by-passed
end omitted. Hence this sub heading of "Abbrevisted Book Keeping,"

Lxemple 25

On 20th August the Bock Store of The Orgmnization delivers ome Book
for g 2,00 to stucent Jonem; Jones immediately gives the cashicr g 2,00,

Now the full BOOK XIEPING would bos

20th August One Book delivered to
Joney 2,00

20th August One Book P August Money peid to The
raceived spization 2,00

20th Auqust Money received
from Jones . 2,00

But since this trznenction was concluded immedistely it is fer more
arzeticel to ignore the Personnl /iceount of Jones. This is indiented by
atriking a cross theougn Joncz?! hccount sbove, You will now sce that we
erc left with a left hend entry to Bank lLccount and right hand one to
Seles of Hooks end Metors lecount., This is an practice what is done but
de recognize thet we ave doing sbbreviated HOX KgEPIUG, There are two



ECO PL 14 Y¥ov 70, V 8.

distinet flows invelved, vizs
8. fn OUVIFLOW of the Book by The Orgenization to Jones

b. An OUTFLOW by Jones of MONEY to the value § 2.00 to The
Orgronizetion, o

whet we have Gone is to ignore the recording of Jone's part in
each flow,  We are just left with a left hand entry to Bank Account and
a right hend entry to Sales of Books end Meters iccount, This has the
effoct of juming & MEST end o MOREY flow together,

Abbrevieted BOCK EEFING cen be practiced with sefety so long es
one ean remember that a flow of o MEST op SERVICL particle is diffcrent
from & flow of MONEY and that ebbrevirted BOOX KEZWPING doeg jam them
together, ‘

How in practice The Organizatfon is likely to mske meny srles of
Books &t the Book Store cach dey a2nd it will receive MOIEY. immedisately
for these. Thus in one dey it might sell Books to the velug of $95.00
end receive thig MONEY.

The abbrevieted BOOK KEEPING thereforc would be to.mnke one entry
for the whole F95.00 to the right hend cide of Seles of Books and Meters
Leccount end n left hend cntry to Bank Lccount, Or you might acd up the
whole of such srloes nt the Book Store for & complete finenciel peried,
i.e. they might amount to #5,101,00 for e whole year.  The abbrevinted
P00E FIEFING could be completed by one right hend entry to Scles of 3ooks
rnd Meters sceount of ﬁSlOl.OO and cone left hend ontry to Bank fLceount
for this smount,

Lxoaple 26

On 29th August the Orgénization delivers the SERVICE of cne HSIC to
Student Simon st cost #250.,00 snd he immedictely pays this amount of IKilE
%o the eaghier,

The full BCOX KEEPING would bes

29th August One ESIC dolivered
' to Simon . 250,00

29th Lugust One HLDZC

received 250,00 st MONEY pajié to The

\\S:f?nization 250,00

S

2%th lugust MOMEY received

from “imon . © 250,00



HOO PL 14 Nov 70, V 9

Lgain it is common for the Personal Aeeount of Simon to be by~
presed and ignored, This is shown by the cross striking out the Account,
Thue the entries mede would only be & left hend-ontry to Bank Acoount
end right hend entry to.S5nles of Treining and Processing ficcount, This
ean be done with safety, ®ince the transzetion is completed, Lut do know
for your un@erstanding that the, effect of this abbrevieted BOOK KEEPING
is to jam e flow of a SERVICE and e flow of MONEY together whereas they
ware in fzet quite sepsrate,

Again it is usual for = whole series of such trensactions to be
addszd up, and one entry mede to rccord the lot at once, by o right hand
entry to Seles of Training and Processing Lceount ond 8 left hand entry
to Bank dccount,

yam “

The Orgsnizations Weges bill for week ending 12th iugust is $260,00;
r. cheque is drawn for cnsh for this emount and it is paid out to the
various emploveesa,

fne must recognize that therc are two flows heres

e, An OUTFICY of s SEXVICE by the employees to The Organization
for which' they are entitled to their ngreed wages - in this case ﬂ260.00.
In aeffact the employees bill The Organizetion for this omount of SERVICE,

b, An OUTFLOV of MUITEY by The Organization to the employecs of
£260,00,

Now if full BOOK KEEPIFG were done then a grent amount of unnecessary
entries would be made, Assume for the scke of simplicity that the wages
bill for F260,00 is for five staff members et ¥52,00 each and thet their
naues arc iy By Cy D, nnd E, "

low the full BOOK KECPING would bet

Hegon Acoount
12th August Service from i 52400
" ! 53‘00
" C 5600
" D F2e00
1 1] ‘E -~

o0
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Pexsenel focount A

12th Auguct Money received ‘ro;\\\ 12tk August Service delivered to
The (rgsnizztion Y 00 , The Orgenizution 52,00

za.amui}m_

do RZ,00 lgth August

i

¢, 00 12th suguct do

de

12th August Cheque for Cash p&id
o )».OO

g

o

c ,C. oC
D 7(. .O...f
E

N R d i s

Urwvicusly guch entrier weuld multiply the BOCE ¥UIPING records
enowmiounly,  And thus, in preetiee, one ignores the Personal hecounts
aak. thesna, Oy Ln t}”’CTt laft With 2%

£33 inddieated by o orocs gihrvel thre
ielt Yand s"t“' e soxcrunt and e risht hend entry to Bank Account,
in practice this woulsd =inciy bo rocorded thmug:

esos lLoceund

14th Aug, Bank ldecount <bCe 00

cogund
12tk Aupust wagae Paid 260,50

6, s
197 S TN

is the only practical why to recerd guch trrneaeticns but do reeranize
that the affact ~f the above aniry is to jum s flow of ¢ SEGVICE ord &

Iy NS e e

5.
1 togethor but it i peefestly sefs to €0 since the trungection

The ’T&ﬂni”'tiﬁn puys PEM Comaimssion to FU¥ Mannie Hoskins of
iu uﬂt. In the first insgtence there would have been

762,70
the JUT 11.,'1.}'-' ,.4‘

Banon

N |JL h’"ll‘:,: +a "“.’ﬁ i]_""nj_"’( *lcn Qy bl'_lnn_‘i_(- e in thc
N e

'tlrn will CUTFLGY @ cheque to him,

[oN
[
i
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igain it is more convenient to by-pass the Pers~nal Account of
Manriie ond simply record it thus:

FOM Commis

12ty August Mannie Hoskinsg 52400

12th iugust Peid to Mennie
Hoakins 52.00

It should be recognized sgain thet such recording does jem & flow
of o SERVICE and a flow of MUKEY together, But is perfectly safe to do
since the transsction ies complete.,

Exemple 29

The Bank with whem The Orgsnization keeps 41ta Account informs
The Organizetion that its Cherges to Lugust 3lst ere $40,00 end in
fact they do charge The Orgenizntion immediately by entry onto The Bank
Stutement,

Again there are two flows here. The Banl: did deliver a SERVICE to
The Orgznization in the first instance and, in the second, The Organizntion
does pay the Bank,

But cgain, for simplicity, one ignores any Fersonal account for
the Benk and the entries ara: ‘

Benk _iocoupt
August 31 Bank Charges 40,00
Begk Chorgaes foo
sugust 31 Peid to Bunk ACDC

In this instance The Orsganizsticn dees not even meke out a chegue
since the Bank heve aslresdy teken peyient by making e direct entry onto
The Organizetion's Benk Statement, Thue the right hand entry to Benk
Lecount merely reflects whet the Bank has alrecdy done on the Bank Stato-
ment; nonetheless it still constitutes a payment by The Orgenization.

411 the ebove are examples of abbreviated BCOX KSEPING whereby the
use of the Personnl lfccount is ignored,

ibbrevisted BOOK X¥RFING is perfectly safe to do snd correctly
rroduces the end result produced by Full formel BOOK KEEPING es long es
the complete transaction is completed within the seme finsncial perdod.
NOTH: A YPinancisl Period” is simply the period of time covercd by &
fincnecial repert,

Thus The Orgenization OUTFLOWS o SERVICE of en HEDC and receives
the MCNEY for this in the seme financisl veriod, In this cnss sbbrevinted
BOUK KIEFING will produce the correct end result despite cmitting the
Personal isceount of the student concerned,
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Thmg The Orwanization receives the INFLGY of MEST or LFRVICES and
rays for this i the same {inancisl “nrioﬁ. Iin this case abbreviated
BOOY HREPING will nrodu09 the vorsect eand result dempite omitting the
Pergonal Account of the Zupplier "CLCLTHG&-

In this foshion it is possible. to ccomplete the whole of the BOOK
KFEPING for The Organization, in the first instance, by ignoring or b=
passing all the Personal Accounts with Students and Preclesxs on one .
hand and Suppliers on the other,

. But although this will produce the correct end result as far as
completed transections are concerned i% will not record those transactions
which are incomplete et the e¢nd of the Finencial Ieriod,

Thus The Orgzanizetion mer heve OUUTILOWEL or sold the SLRVICE of an
I5D7 in the financial peried but did not reccive paynmemt until 4hé sube
sequernt finenciel period, Mo part of this JUTFILY by The Organization
5 SERVICE will be recorded bty atbtrwevistsd ZHCUK KLERIFG mnd it will be
neoegeary to record it to show the errrcot pesiticn at the end of that |
Tinanecizl period.

1T

timflarly The Organization‘mey have LIPLOVES MECTE ep uu”V’CES
within the financial period tut did net pay for them until the next
eriod, Again, sbbreviated BOOK KIEPIHG will record rce pert of this
IA.M\W at the ond of the financiel veried and it will be nzcessery to
veeerd it in order to show for the carrect pos*tion fox that fia &nClul

veriod.

ueh incompleted tronsactions at the end of a Finencial Perind dc
have to be recorded {hen by the use cf Tersonal fccounts and full formel
BOOX KEEFING. Ang in this way cbbreviated BOOK KFKPING plus the use of
full formal BOOK FEFFLUG ar regrade incezpleted trensaotions &t the end
of the finzncial period can be made to produoge corrucet finencicl reports.

This is demonstrated very fully letsr and it is of the utaost
importznee girece thie is the method by which Sclentolcgy Crgenizotions
proware their financial reports,

HAD HOMENCLATURE

¥o upe has boon made so far, cf the two vords most commonly‘nsgd
in BOOK KEETING and ACCOURTANCY = one is the word "lebit" and the other
ic the wor¢ "Credit,"

They have not been used sc far hecause the uvarinas of theése .werds

do not adeouetely duscribe thﬁ function they perform in . BUUK KL,}IJ” and
APC\IU‘\; f\l\l“{

The word "debit! comes from Latin "Jebitum" zenning a debt, New
in BOOK KEXPIFG the word is used to describe any entry made on the left
hauﬁ side of an fheocunt dbut the making of lets hané entry does not alweys
nean the recording of a debt. If 5 loft hend entry is made to sn Inpersonel
x"nount ﬂf thc Oz gunizetion it mesns the recording of the receipt of a MIST,
SERVLON MONEY particle = it is not reccwdins a debi, ‘

Tow if e left bhené ontry is mads to e Perconel icccunt it can mean
the recording of a debt as shown in Exsuple 8 for imstones but even here
sou have to be careful to reelize it meene » debt due 3o The Organdzetion,
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Further the word “eredit" comns from the Latin ereéitum meaning
comething ertrusted tc another - & Loesn. In BOOK KEEFING the word is
used to mean any right hand cntry made to an Account but the making of
such right hand entries docs not neccessarily mean the recording of a
Loan., 1In fact when you mexe & right hand cntry to an Iﬂnersonal Account
it means the recording of -n UUTFLOW of s MELT, SFRVICE or MOREY particle,
it does not mear the recoriing of a lLoan, A rldht hand entry made to &
Personal. Account can mean the recording of a Loan as shown in Examples 9,
10, end 31 but egain you must be careful to realivo this meens a Loan to
The Organization.

Possibly this faulty noucncleture is the basis of most confusion
with BOOXK KEEFING, ,

That is why when speeking of a left hand cntry to an Account the
word "dcbit" has not booi used but ingtead the exprossions INFLOW or
Reccipt point or Effcet point are utilized, The word "debit” is uscd
from new on, t¢ keep in touch with usunl nomenclaturs, tut when used
the meaning assigned is that of making = 1cft hand entry to any Account =
whether Personal or Imperzonel. And a lcft hand entry means recording
an IHFLOW or Huceips to thet Account,

Similarly the word "credit" has not been used up to now but in-
gtead & right hend entry is described as OUTFLOW or Cause Point, The
gord "credit" is uscd from now on to keep in tcuch with usuzl nomenclatures,
but when used the meaning assigned iz simnly that of making a right hend
entry to any Account, And a right hend entry means. thc recording of an
OUTFLOW by .that Account,

FINANCIAL REPORTS
There are two Finsneiel Reportg or Statements that are wrcpared
end thevr are known as the INCOME AND FXAFETDITIRE ACCCUNT and the BALANCE

SHE Sl e

S0CC T AND FXPINDITURE ACCOUNT

The INCOME and EXPFEKLITURE ACCCUUT 4s en ACCOUNT covering e
particular financisl period and vhich records the followings

On the right hend side or Credit side the value of the MEST and
SERVICE particles outflawed or sola by The Craanization in the period
concerned, i.e. the value earned by The (rg-onization in the veriod,

Ot the loft hand side or Debit oid: the value of MEST and SERVICE
particles INFLCWED and used ur by The Organization for the period
concerned,

If the valuc of the OUTFLOV excacds the INFLOV side then therc is
rrofity  if the valuc of the INFLDY ¢ greetor then thore is o Tose., The
profit or loss is elways carried te¢ and placed on the Balance Shoet,

SeLalI0R DEERT

The Bzlance Sheet is sinply = finaneial statoment which lists down
ell tha nb“ﬂt° end Liebilities of Ih; Crasnization at th. ond of the
Financial Period coneerncd,



t

The Assets are listed an the left hand side or debit side and
the Liabilities are listed down on the right side or Credit side.

An asset may be defined as something of wilue owned by The
Organization at the end of the Finaneial Period concerned and a liability
may be defined as ‘something of value owed by The organxzation at the end
of the- Pinancial per:.od concamed.

It will be seen that Assets are something that The Orga.nization
will enjoy the benefit of in the subsequent financial period and that
liabilities are obligations which The Orgenizotion will have to meet
in the subaoquent period.

Anothar viewpoint of the Balance Sheet therefore is that :I.t
inocludes all Accounts not terminztedly handled at the 3ulance Sheet
date since such accounts will effect Tho Organ:.zatwn in the following
period,

By oontraat the Income and Expenditurc account recoi'ds Accounts
vhioh are terminatedly handled since it records value earned and the
cost of MEST or SERVICES used up. 'E.esc arc dccomphaned and oompleted
facts, :

As noted the Profit or louss on the Income ond Exponditure Account
is carried to the Balanco Shect and it ie pointed out that th:l.a too car.
be regarded in terms of an Aasset or a I.iaulity.

A profit reflects as o eredit balance on the :Balanoe ¢§haet ank ia
a Liability in that the Organization ocun be rogarded as owing' this anount
to the owner or owncrs of The Organization,

A loss refleets as ~ decbit balence on the Bulance She‘ef and thibr
can be regarded as an zsset in that the ownors of the Org;;xization owe
this amount to The Organization,

This explanation does not work out with o Legal Stock or Shire
Corporation since, by law, thce stock or charcholders do rot usuclly .
nave to make up the loasses of The Organization, In this event a loss
ean only be regarded o an Account showing the overall deficiency of
The Crganization and as an amount which: I‘hu Orgenizotion would like to
reooup from the ownors but vhiech it is stopped from recouping by reason
of the law, : ' :

A Non Profit Corporation = which is tho legal status of mony of
tho Churches of Scientology = does not have owners.

Instead it usually has Trustceces vhoue responoibility it is to
dirvect the affsirs of the Churel in accordcnes with its non profit
objzetives, In this cusc a profit con be regarded as further funds
wing to the Trustees by The Organization for their use in accerdoxee
with the Nou Profit Corporation's objectives. A loss would 2gain be
regurded as a Deficianey iccowit since the Trustocs would not generslly
have any lisbility to mako up Deiiciconcics of The Organization,
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