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FUNDAMENTALS - SECTION 2  

CONSOLIDATION  

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

1. In BOOK KEEPING, The Organization, treats 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 Corporations, Companies and Individuals are 
one  and all treated in BOOK KEEPING as Outside Persons. 

Z. 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. 

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

A. The Organization records it's INFLOW of MEST, SERVICES and 
MONEY and it records the action  of  the Outside Persons concerned who 
OUTFLOWED 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 Outside Persons concerned. 

4. The basic building block of BOOK KEEPING is the Account. It 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 following: 

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 this is called the Bank Account. 
(Note: The Organization may maintain several Banking Accounts 
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and in this case separate Bank accounts are kept to record the INFLOW 
of MONEY into each one.) All the above INFLOWS are shown as left hand 
entries on the Accounts concerned. 

The Organisation also keeps Accounts to record the action of the 
Outside Persona who OUTFLOWED the above Imo, SERVICES and MONEY to the 
Organization..These - entries are right hand entries to the Aecountg of 
the Outside Persona concerned. 

B. It keopa Accounts to record Ws OUTFLOW of MEST and SERVICES 
and sufficient Accounts are maintaine -I to differentiate as between the 
broad categories of OUTFLOW of  HEST and  =VICES. It also keeps 'an 
Account to record it's OUTFLOW of MONEY and this again, is the Bank 
Account. (Note: The Organization may maintain several Banking Account:: 
and in this case separate B4nk accounts are kept to record the OUTFLOW 
by each one.) All the above OUTFLOWS are shown  az  right hand entries 
on the Accounts:concerned. 

The Organization also keeps Account:: to record:the INFLOW of 'the 
above NEST, SERVICES and MONEY by the Outside Persons concerned. These 
Gantries are loft hand entriee to the Accounts of the Outside Persona 
concerned. 

5. It is thus seen that every transaction is recorded twica — this 
is Double Entry BOOK XFAPING. Every transaction is recorded both as to 
it's INFLOW or Reoeipt point and as to it's OUTFLOW or CAUSE point. 
This is summarised as follows: 

A.. Every IFFLOW by The Organisation of MEM, SERVICS and mom 
is recorded 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 responsible for the OUTFLOW. 

B. Every OUTFLOW by the Organization of MEST, SERVICES or mom 
is recorded by a right hand entry to the relovcnt Account end, at the 
same time, a loft hand entry is made to the Accouate of the Outside 
Persona who received the INFLOW. 

6. It can now bo realised that every transaction is r000rdod from 
The Organization's viewpoint and also from the viewpoint of the Outside 
Person concerned. 

The Organization viewpoint of a transaction shows much of etch 
type of particle it INFLOWED and how much of each type of particle it 
OUTFLOW. 

The Outside Person's -viewpoint shows how much NEST. SERVICES or 
MONEY such Outside Person OUTFLOWED to and INFLOWED from The Organization. 

e.g. to quote Example 12 again we have 

kes Apooual 
15th Au eat Motor Car delivered 

to The Organization 
700.00 
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Motor Car Account  . 

15th August Motor  Car  received 	700.00 

Sykes Account records the viewpoint of the Outside Person concerned 
and Motor Car Account reoords the viewpoint of The Orgauization 

e.g. to quote example 15 again we have: 

E Meter tales Account 

11th August Biggs 	80.00 

29th August Jones  ' 	80.00 

160.00 

AASELASSPunt,  

11th  August Received  E  Meter 
from The Organization 	00.00 

Jonas Account 

29th  August Received  E  Meter 
from The Organization 	80.00 

E Meter Sales Account records  the  viewpoint of The Organization 
and the  Accounts of  Biggs  and  Jones  record  the  viewpoint of the Outado 
Person. 

To introduce further terminology,  the  Accounts maintained for  . 
Outside  Persons  are termed  "Personal  Accouets" simple  because they record 
the view  of the Outside Persons.  Thus the  above Accounts with Sykes, Biggs 
and Jones  are  examples  of "Personal  Accounts."  Any Account that The 
Organization maintains with  any  Outside Person i3  termed a "Personal 
Account." 

By  contrast Accounts  maintained which show the  point of view of 
The Organization are termed nimpertional  Accounts."  Thus  in the above 
exaraples  Motor Car Account  and E Motor eeles  Account are "Impersonal 
Accounts." Similarly  in earlier examples  Stationery Account, Bank 
Account,  Sales  of Processing  Account are  further examples of "Impersonal 
Accounts." This terminology is not  parteularly  good but so long as it 
is realized  that "Impersonal Account" means aey Account recording the 
Or,;anizations  viewpoint  of a  transaction then it will serve. For further 
explanation I  give  a full list of Impersonal Accounts below. 

7. 	As  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 concerned. 

This is the  same  es sayiri that  every trannaction in HEST, SERVICES 
aM MONEY  involve  an interplay betiecia an  Impersonal Account and a 
Personal  Account. 
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This is  the  same as  saying that  every transaction  in  NEST, SERVICES 
and  MOM:  involve ;21 interplay bo.Woen an Im:iorsenai Account red a  Personal 
Account. 

The  entries  may  be  summarized taw: 

A. Every  I1FLO41 by The Orgtanlxtion of MEW, 34WICES  or :MEW  iu 
recorded by: 

a.  A loft hand entry  to  the EVLOWING  Impersonal Account 

and b.  By a  right  hand  entry to  the OUTFLOG Pero=1  Account. 

B. Every OUTFLOW by  Tho Organization of i;EST, •SERVICFS and MONEY 
iu  recorded by: 

ni L right  hand entry to the OUTFLOU1Y1 Impersonal  ccount 

and  b.  A loft hid  entry to  t1v MIMING  P‘uonal Accounts 

If  this iz understood then the wholo of Doublo  paitt7 -kbx XLEPING ,  
becomes undorstndabl. 

8. 	A  broader  illustration 7 	above ii ahown  thus. 



rlIkOR4NIATION  

Impersonal 'Accounts 

Purchases of Books 
&  Meters 

Wages 
FSM Commissions 
Rent,  Rates  and 

Insurance 
Postage 
lectricity, (4:-.1s 

Repairs 
Advertising 
Stationery  and  Office 

Expenses 
Cleaning 
Mire Office Equipment 
Staff .4elfaro 
Donations Paid 
Travelling Expenses 
Legal and Professional 

Expenses 
Ton per  cents 
Audit Fees 
Bank charges 
Interest Paid 
Buildings 
Furniture 
Office Equipment 
Motor Vehicles 

Bank  Account 
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from 
MBST 
SERVICES , ..04110mo•■.. Outside 

Persons 

MOM 

Every  INFLOW  by The Organization  of  MEET, SERVICES and MONEY is  recorded by 

a. A  left hmd entry to  the INFLOWEIG  Imporsonal Account 

and  b. A right hand entry to the  OUTFLOWING  Personal Account. 

The illustration shows the typical  series  of Impersonal Accounts 
kept  by The Organization to record the various categories of INFLOW received. 
The  bracketed series of Accounts record the different categories of HEST and 
SERVICES INFLOVED and the  Bank  Account records  the  =tow of MONET. It also 
shows  that the corresponding OUTFLOW is made by an Outside Person and it 
should  be  known that  for every  Outside  Person a Personal Account will be 
maintained. 

So  for  every  1NFLOJ of HEST,  SERVICES or  HONEY  to  The  Organization 
a loft  hand  entry is made into  the  appropriate Imporsonol  Account  and a 
right  hand  entry is mado into the Personal Account of  the Person concerned. 
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8. 	Thus Pubs  Org  despatches  Book and  Meters of value $1,000.00 to 
The Organisation. This is recorded by e left hand  entry  into  Purchases 
of Books  and  Meter: Account and a right hand  entry to Pubs. Org  Personal 
Account. 

Thus Electricity  Comeany bills The  Orelnization for uupplies of 
Electricity of  value 4j5.00. A left hsnd  entry  is made  to Electricity, 
Gas  Account  and a right hand  entry  Lo the  Electricity Co. Personal Account. 

Thus  Lawyer  E►rillinr4s: bills The Orsassization  for Legal Services of 
value $900.00,  A  left  hand entes is reed°  to  Lesal'and  Professional Servides 
.coount  and a  right  hand  entry to  erinsmants Personal  Account. 

Thus student  Jenkins pays in NOSEY to The  Organization for the 
amount  of 5700.00.  i,  loft  ha c! astry is made to Dank Account  and a right 
hand entry  is made  to  the Persees1 Secount of Jenkins, 

Thus Tony Jones see Bill Ierentice eey in 750000 ouch  for stelas 
or shares  (as  per example 22), A left hand entry is maile  to Bank Account 
end a right hand entry to Stock or Sletre Cseitel  eocount. 

Note:  The  "Stock" or  "Share Cepitel" Acconat  is  simply a  Collective 
Personal  Account  of all the stock or shereholderseand  records their  OUTFLOIT 
of MONEY into  the Oreanisation. 

A  separate  Personal Acoount  could be  kept Or each individual stock 
or shareholder but it  is  more  usual  snd convenient to keep one collectivo 
Personal Account  for them all. 

9. 	broader  illubtration of 7  (3) L. 

.k."',.. 

(1 	

e„...„ 
e. 

THE ORCIANIZATIOIT 	''-' 

Sales of Books 
& Meters 

Sales 	Trait:dna 
S Processing 

Sales of KeMbershies 
Sales of Ineisela 

Bask Ace.ouLt 

laph2e3ONAL Accoveite 

an  follows: 

OUTFLOW 

7I (1:3S 

to 

Out side 

Par3011S 

. ' 	 . 
	...111.11ftwora..16, 

Every  OUTFLOW by free Organization of :ZST, SelaVICIIS and MONEY  is 
recordedsby: 

s. A right hand entry to th:. OT.ITYLOWIMe Imeeroonal Account. 

b.  A left hand entry  to the I.:;TV'f," 	Personal  Account. 



apization 	 2.00 received 

IZEikLagalat 
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9. 	The illustration shows the typical  series of Impersonal Accounts 
kept by The Creanizetion.to.rocord the various categories of OUTFLOW 
mode. The bracketed series of  Accounts  record  the  different categories 
of ME' T and SERVICES OUTFLOWED and  the Bank Account records the  OUTFLOW 
of MONEY.  It also  shows thet  the corresponding  IKPLOW  is received by  an 
Outside Person and it should be known that  for  every  Outside  Person a 
Personal  Account will be maintained. 

Thus  The  Organization invoices student Bryanston for one  E  Meter 
deepatched  to him. A right hand entry is made to  Sales  of Books and 
Meters Account and a  left  hand  entry is  made  to Bryanstonts Personal 
Account. 

Thus The Organization invoices student Bright for the SERVICE of 
one  BSDO  delivered to him. A right hand entry is made to Sales of Training 
and Processing and  a  left hand  entry  is  made  to Brightls Personal Aecount. 

Thus The Organization disburses a cheque to I.B.M. for $ 242.00. 
A  right  hand  entry is made to Bank  Account  and a  left hand entry is  made 
to 	Personal Account. 

ABBREVIATED BOOK KEEPING 

Now.  having gone to  egreat  lengths to explain how every transadtion 
is  an interplay  between Personal  and 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." 

P,I71D  4  25  

On 20th August the Book Store  of  The  Organization delivers one Bock 
for  $  2.00 to  student  Jones; Jones immediately  gives the cashier %  2.00. 

New the full BOOK =PIM  would  be  s 

11422S292tilaillet9222LI 

20th August One  Book  delivered  to 
Jbner 	 2.00 

20th August One Book 	 August Money paid  to The 

20th August  Money  .received 
from Jones 	 2.00 

But since  this  transaction  was ooncluded  immediately  it is far  more 
.1ractica1 to ienore the Personal  Account of  Jones. This is indicated  by 
striking a cross throueh Jeneel Account above. You  willnow  see  that we 
arc left with a left hand entre to Bank :,ccount and rieLt hand  one to 
Sties of nooks and Mptc , ro :.ccornt. This is  in  practice what ie done  but 
do recognize that we are doin6 abbreviated Bt.OX KEEPILIG. There arc two 
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distinct flows involved, vizs 

a. An OUTFLOW  of the Book by The Organisation to Jones 

b. An OUTFLOW by Jones of MONEY to the value $ 2.00 to The 
Orgrmization. 

What  we  have done  is to ignore the recording of Joness part in 
each flow.  We are  just left with a left hand entry to Bank Account and 
a  right  hand  entry  to Sales  of  Books and  11, ters Account. This  has  the 
effect  of  jamming  a  EEST and cl MONEY  flow  together. 

Abbreviated BOOK xEaln can be  practiced with  safety  so  long as 
one  can  remember that  a flow  of a MEST  or  SERVICE  particle is different 
from a flow of  MONEY  and that abbreviated  BOOK KEEPING does  jam  them 
together. 

Wow in practice The Organization is likely to make many sales of 
Books at the'Book Store  each  day arid it will receive  MONEY  immediately 
for  these. Thus  in  one day  it  might  sell Books,to the value of /95.00 
and receive this MJNEY. 

The abbreviated  BOOK KEEPING  therefore would be to,maksone entry 
for the  whole  /95.00 to the right  hand side of Sales.otBOOksi -atingleters 
Account end  a  left  hand entry  to Bank Account.  Or  you.  might add up the 
whole of such  sales  nt the Book Store for a complete financial, period, 
i.e.  they miAt amount  to /5,101.00 for  e,whole  year. The abbreviated 
POOK 1:111ING could  be completed  by one right  hand entry to  Sales  of Books 
and Meters Account of /5101.00 and one left hand rAltry  to Bank Account 
for this  amount. 

glu.mole   

On 29th  August the Organization delivers the SERVICE of one  HSDC  to 
Student Simon  at  cost 1250.0  and  he  immediately pays this amount of  fli:NEY 
to th:, cashier. 

The full BOOK KEEPING  would bes 

29th August One HSDC doliwred 

to Simon 
	 250.00 

29th August  One  HSY 

received 	250.00 	t MONEY paid to The 

"Nza, nization 	 250.00 

29th August MONEY  received 

from  :--imon 	250.00 
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Again it is common for the Personal Account of Simon to be by-
passed  and ignored. This is shown by ,the cross striking out the Account. 
Thus the  entries  made. would  only be a leftehardeontry to Bank Account 
and  right  hand entry  te eSeles  of Training and Processing Account. This 
car be done  with  safety.'"adjlee the  transaction is  completed,  but  do  know 
for your understanding  that'thaeffeot of this abbreviated  BOOK KEEPING 
is to jam  a flow  of a SERVICE  and  e  flow of  EDNEY  together whereas they 
wore in fact  quite  separate. 

Again  it is usual for  a  whole series of such transactions to be 
added  up,  and one  entry  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. 

likammle  ,27  

The  Organizations Wages  bill for  week  ending 12th  August  is g260.00; 
a cheque is drawn for, cash for this  amount  and  it  is paid  out to  the 
various employees. 

One  must recognize  that  there are two flows here: 

a. An  OUTFLOT  of a  SERVICE  by the employees to The Organization 
for  which they  are entitled to their aereed  wages - in this  case  g260.00. 
In effect  the  employees  bill  The  Organization for this amount of  SERVICE. 

b. An  OUTFLOW  of  MONEY by The Organization  to  the employees  of 
g260.00. 

Now  if full  BOOK KEEPING were done then  a  greet  amount of unnecessary 
entries  would be  made.  Assume for  the  sake of simplicity that the wages 
bill for  g260.00  is  for five staff  members  at g52.00 each and that their 
naeles are  A. B. C, D,  and  E. 

Now the  full  BOOK i< PIN  would bet 

Apes Acoour4   

	

12th  August Service from  A 	52.00 
52,QC 

	

C 	52.00 
52.00 
2.00   

260.00 
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12th August Money  received  from 	12th August Service delive  ,  to 
The  Oriztior 	 Th  OrganizrAior 

arscA=s1 A 	t B 

do 	 52.00 	th August 	do 

LILaWALAl2Pour  C 
do 	 12t 	 do 

dl 	 52n0 12th August 

52.00 

52.00 

, C 'P  il„aacuriLE 
do 	 52,00  12th August 	do 	 52.00 

larl&11a2aat 
12th  August Cheque  for rash paid 

to: 	A 52.00 

B 

D 52.00 

F 	260.0C 

Obviculy such varier wild multiply the B0C 	IP1G records 
enr11.1:*, , , And th.!.;s, in practice, ca-io ignores the Personal ilccounts 

in:licateJ: by .7.. o 	ctrvcli thrh 	Cnei thenlertwith a 
left ht,xv-_!, entr tc 	 v. ri.1t and entry to Bank Account. 
in practice thi2 	 r000rded thus: 

12th Aug,  Bank  Account 	 26C!,00-. 

12th Alus-t 	.v.agen  Paid 	260.r)0 

This is the only practical wv to rEorca suo tr-iwactions but do roolnize 
thnt 	€ffoct 	the n:bovc,1 	is to jam r "lc of t. S'jT2VIOZ 
flr 	to them hilt it is pfe ,..7tly st„,lo to Co since the transaction 
is co:,,plote::i. 

The 0rgnirrti.7)n pays FM Comninnion  to  FSM Mannie  Hoskins of 
on 12th LuA,unt 	In th first instnce there would have been 

tric,  JUTFTO'i: 	RC:2 to Tho Orsmirtion "cy 4anric r..nd  in  the 
SeroLd The 0re3rnioaticn will MPLC.; a 0hc:.0x to him. 
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Again it is more convenient to by-pass the Personal Account of 
Mamie and simply record it thus: . 

12th August Mannie Hoskins 	52.00 

Bank Accgynt  

12th August Paid to Mannie 
Hoskins 
	

52.00 

It should be recognized again that such recoreing does jam a flow 
of c SERVICE and a flow of MONEY together. But is perfectly safe to do 
canoe the transaction is complete. 

Exam le 29  

The Bank with whom The Organization keeps its Account informs 
The Organization that  its  Charges to August 31st are P10.00 and in 
fact they do charge The Organization immediately by entry onto The Bank 
Statement. 

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

But again, for simplicity, one ignores any Personal Account for 
the Bank end the entries are: 

Bank account  

August 31 Bank Charges 	40.00 

e fat  r  z 

euguet 31 Paid to Bank 
	

40.00 

In this instance. The Oreenizetien does not even make out a cheque 
since the Bank have already taken pa Bent by making a direct entry onto 
The Orgenizationae Bank Statement. Trius the right hand entry to Bank 
Account merely reflects what the Bank has already done on the Bank State-
ment; nonetheless it still constitutes a payment by The Organization. 

All the above are examples of abbreviated BOOK KEEPILG whereby the 
use of the Personal Account is ignored. 

Abbreviated BOOK KEZPING is perfectly safe to do and correctly 
produces the end result produced by Full formal BOOK KEEPING as long as 
the complete transaction is completed within the same financial period. 
rOTF; A "Financial Period" is simply the period of time covered by a 
financial report. 

Thus The Organization OUTFLOWS A SERVICE of an UDC and receives 
the MONEY for this in the same financial. Period. In this case abbreviated 
BOOK KEEPING will produce the correct end result despite emitting the 
Personal account of the student concerned. 
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Thus The Organization receives tic INFLOV: rf NEST  or  10iVICES  and 
pays for this in the elearie finlenciel period. In this caze abbreviated 
BOOK KEEPIG will prodUee the eeteeect end result despite omitting the 
Personal Account  of  the Cupplier concerned. 

In  this  fashion  it is possible to oomplete the 	of  the BOOK 
KEEPING  for The Organization, in  the first  instance,  by  ignoring or 1).- 
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 

completee  transactions are  concerned it will  riot  record those  transactions 
which  are incomplete at the  end of the Financial.  Period. 

Thus The Orlanizati ,m 	ObT11.;,%U.7.1 or  sold the  SERVICE of  an 
:if= in the financial Period but did not receive payment  until  the  sub-
see:lent financial period. r`o part of this OUTi'LC' by The  Organization 
ef ;SERVICE  will  be recorded by abbreviated 2(Jele and  it will be 
necessary  to  record  it  to show the eereeet nesitien at tle] end  of teat_ 
finanoial period. 

Umilarly  The  Oreanization'may have lt:IfIX:e12L 	cr SERVICKe 
within the  financia2  period  but  did not pay for them until the next 
period. Again, abbreviated BO0i: 1>:TPIIIG will record Lc pert of this 
INFLOW at the cm'.  of  the financial eeriod ned it will be neceseery to 
recerd it  in  order to show  for the  correct position for that  financial 
eeriod. 

Such incomaeted  transactions  rat the end  or  a Financial  Period  do 
have  to be recorded then by  the  use of  rersonal  Accounts and Lull  formel 
BOOK KEEF1NG.  And in this  way  rbbrevirted  BOOK KEKPING  plus the use of 
full formal BOOR 1.EEPING at ragerde inoemeleted  transactions at the end 
of the financial period can be made to produce corv:ct  financiel  reports. 

This  is demonstrated  very fully let ;r and  it is of  the utm:w$t 
importance  wince this  is the method by which 2ciertol(gy Organizations 
pr-eere their financial reports. 

BAD NOMENCLATURE 

No  uce  has  been  made  so far,  rf the two vords most commOnly . used 
in  BOOK REEPII1G  and  ACCOUKTkNCY  -  one is the word "Debit"  and  the  other 
is  the  word "Credit." 

They have not been Used  so  far  because the  moanings rf these ,words 
do not  adequately  describe  the function they perform  in  ..&;01i. ikiiiP11G  and 
ACCOUIt'ANCY, 

The  word "debit"  comes from Latin "debitem" meaning  a  debt. rcw 
in 130elle KE--TVG the  word  is used  to  describe any entry made  on  they  left 
head side  of an Recount but  the making of left hand entry  does not always 
mean the recording  of  tI dett•  If  e left lame entry  is  made  to an Impersonal 
Locount Cf the CIrganization  it  :'teens the reeerding of the  receipt  of a AEST, 
'21i7:7 or MONEY partici:  - it  is  not  reccedine  a debt. 

n7)-4  if  a left hard entry  is  made  to  a Personal i-cccunt  it can mean 
the recording,  of  a debt ar shown in, ii:xeu.ple 6  for  instence  but  even  here 
you have to  be  careful to reelizo  it  -leans e debt due to The  Organization. 
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Further the  word. "credit"  comes from the  Latin  crcditum moaning 
something entrusted to another  - e  Loan. In BOOK KEEPING the word  is 
used to mean any  right  hand entry made to an Account but the making  of 
such  right hand entries  does not necessarily mean the recording  of a 
Loan. In fact  when  you make a right  hand =try  to an Impersonal  Account 
it means the recording of 'h OLTFLOV: of a NEST, F:RVICE  or  AONEY  particle, 
it does  not  mean the recorling of a  Loan. A  right  hand entry  made to  a 
Personal .  Account can mean the  recording  of a Loan as shown in  Examples  9, 
10, and  Ii but again you  must be careful  to realize this  means a  Loan to 
The  Organization. 

Possibly  this faulty  nom,7J1clature  is  the basis of  most confusion 
with BOOK KEEPING. 

That is why  when speLling of a left hand entry  to  an  Account Us 
word "debit" has not been used but instead the expressions INFLOW  or 
Receipt point or Effect point are utilizia. The word "debit"  is  used 
from  now on, to keep in  touch with usurd nomenclature,  but  when used 
the meaning assigned is that  of  making P left hand entry  to any Account .- 
wh:ther Personal  or  Imper -lonal. And a left hand entry means recording 
an INFLOW or. Receipt to that Account. 

Similarly  the  word "credit"  has  not  been used  up to  now  but in-
stead  .a right  hand entry  is  described as OUTFLOW  or  Cause Point. The 
word "credit" is used from  now on  to - keep  in touch.  with usual  nomenclatures, 
but when used the meaning assigned is simply that  of making  a right  hand 
entry  to any Account. And a right hand entry means the recording  of  an 
OUTFLOW  by that Account. 

FINANCIAL REPORTS 

There  are two Financial  Reports or Statements  that  are  prepared 
and they arc known as the INCOME  AI  .1 EXPEMTURE ACCOUNT  and  the  BALANCE 

Twc,':is AND EXP7NLITTIRE ACCOUNT 

ThE INCOME and EXPEELITME ACCOUNT is an ACCOUNT  covering a 
particular  financial period and  which records the following: 

On the right hand side or Credit side the value of the NEST  and 
SERVICE particles outflo•ed  or  sold by The Organization in the period 
concerned,  i.e.  the value: earned by The Org nization  in  the loriod. 

On the left  hand  side or Debit sid-: the value of NEST and SERVICE 
particles INFLOWED  and  used up by The Organization  for  the  period 
concerned. 

If the value of  the  OUTFLOW ey,ceeds the INFLOW side then there  is 
profit; if the •alne of the INELO 	greater -chen there is a Loss.  The 
profit  or  loss is always carried to and placed on the Balance Sheet.. 

SHEET  

The Balance Sheet is silply a financial statement which lists down 
all the Assets and Liabilities of The Ornization at t .  h. end of the 
Financial Period concerne. 
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The Assets are listed ass 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 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 Organization 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 obligations which The Orgauizetion will have to meet 
in the subsequent period. 

Another viewpoint of the Balance Sheet therefore is that it 
includes all Accounts not  terminatedly handled at  the 3elanoe Sheet 
date since such accounts will effect  The  Organization in the following 
period. 

By oontrast the Income and EXpenditurc Account records Accounts 
which are terminatedly handled since it records value earned and the 
coat of MEST or SERVICES used up. Those are accomplished and completed 
facts. 

Aa noted the Profit or Lots on the Income and
.  ExpenditureAccount 

is carried to the Balance' Sheet and it ie pointed . out that this too can 
be regarded in terms of an Asset or  a  Liabilityie 

A profit reflects as  a  credit balance owtheaalancteShetteand.ie 
a  Liability in that the Organization can  be  regarded ,.  as owing` this -amount 
to the owner or owners of The Oreanizationi 

A lees reflects an  a  debit balance on the Balance Sheet and this 
can be regarded as an asset in. that the owners of the .Orgezeization owe 
this amount to The Organization. 

This explanation does not work out with a Legal Stock or Share 
Corporation  since,  by  law,  the  stock or ahareholders do tot usually  . 
have  to  make  up the losses of  The  Organization. In this  event a  loss 
oan  only  be  regarded-es an Account  showine the  overall deficiency of 
The  Organization and as an amount which The Organization would like to 
recoup  from the owners but which it  is stopped  from recouping by reason 
of the law. 

A Non Profit Corporation - which is  the  legal status of. many of 
the Churches of Scientology - does not  have  owners. 

I'.stead it usually  has  Trustees whooe responoibility.it is to 
direct the affairs of the Church in acoordence with its non profit 
objectives. In this  case a  profit can be reaarded  as  further funds 
owing  to the Trustees by  The  Oreaaization for their use in accorderce 
with  the Non Profit Corporationls objectives. A loss would. again be 
reearded  as a Deficiency Account since  the  Trusties would not generally 
have  any liability to  make up Deficiencies of  The Organization. 
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Dorek Pield 
Accountant WW 

for 

Denny Goger1y 
Treasuror 

for 
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The Controller 
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