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RY OF BOOK 04. 
 

Ilia AL ACCO STANCY 	art 

PLEPAkTION OF ALCOME AND EXPENDITURE ACCOUNT AND BALANCE SHEET 

Now let us take a normal series of transactions undertaken by The 
Organization, record the BOOK KEEPING for these transactions, and then 
prepare the Income and Expenditure Account and Balance Sheet from them. 

EXAMPLE 30 

John Smith starts a Franchise on 1st January and the following 
transactions were made in the three month period to 31st March. It is 
required that BOOK KEEPING entries be made to record these transactions 
and that an  Income  and Expenditure Account and Balance Sheet then be 
prepared. Full formal BOOK KEEPING, with the use of Personal Accounts, 
is  to be kept whenever practical. 

dote: An Income and Expenditure Account and Balance Sheet is usually 
drawn  up  for  a  financial period of one year, but here, for the sake of 
brevity,  T take a  smaller period of three months. 

The following transactions occurred in the three month period: 

Training and Processing Sold  — OUTFLOW of SERVICES 
1. 1st Jan Able is invoiced for a 25 hour intensive at cost 
2. 14th " 	Beal is invoiced for an HSDC at oost 
3. 12th Fob Cutts is invoiced for 10 hours of Review auditing 

at cost 

Books and Motors sold  — OUTFLOW of NEST 

4. 17th Jan 10 copies of DMSMH sold for $5.00 each to Sinks. 
Sinks paid the $50.00 immediately to cashier 

5. 12th Mar 2 E—Meters sold to Jenkins for $140.00 each. Jenkins 
paid the $280.00 immediately to cashier. 

1§2palielsrtes2ima - INFLOW of MEST and SERVICES 
6. 11th Jan Reoeived Rates Bill from East Grinstead Urban 

District Council for 6 month period to 30th June 	200.00 
7. 12th " 	'ooeived Bill from Pubs Org as follows: 

100 DMSMH delivered at $3.00 each 	300.00 
10 E Meters delivered at i.' ,80.00 each 	800.00 	1100.00 

8. 29th " Received Stationery Bill from Godotone for 	 80.00 
9. 11th Mar Received Bill for Rent for 3 months period to 

31st March from Bigwood & Co. 	 250.00 
10.17th  Mar  Received Elootrioity Bill from the Electric Co. for 

supply for the months of January and February 	70.00 

$300.00 
500.00 

200.00 
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11, 17th Mar Remived Bill for Stems & Co. for Furniture for 
Franchise delivered and installed on let January 
	

500.00 
12. 31st 'tar Received Bill for Teleehone from the Telephone Co. 

for the period to 31st March 
	

60.00 

Magaltiebursed - OUTFLOW of MONET 

13. 19th Jan Paid Rates Bill to East Grinstead Urban 
District Council 	 200.00 

14. 31st " Paid to Pubs Org on Amount 	 100.00 
15. Peid Wages for staff member Silva' for the 

month of January 	 40.00 
16. 17th Feb Paid Rant Bill to Bigwood « Co. 	 250.00 
17. 26th " Paid cheque for !eadhf for John Smith's own 

personal el:perms 	 100.00 
18. " Paid Wages for staff member Silwell for the 

month of February 	 40.00 
19. 20th Mar Paid olectrio Bill to the Electricity CO. 	 70.00 
20. 27th " Paid Simone pr Amount of Furniture 	 250.00 

MNEZIA°00iYod 

21. let Jan Received from Ablo for intunsivo 	 300.00 
22. 17th " 	Reeeived from Jinks for 10 DriSnitt 	 50.00 
23. 21et " 	Received from Beal on Account of HSDC 	 200.00 
24. 31st " 	Received from John Smi:J1 (the owner) to provide 

oapital for the Franchiee 	1500.00 • 
25. 28th Feb Received on Account from Beal 	 200.00 
26. 12th Mar Received from Jenkins for 2 E Meters 	 280.00 
27. " 	Received from Cutta for Review Auditing 	 200.00 
28. 29th " Received Advaem Payment from Sprake for HSDC 

to be commenood on 10th April 	 500.00 

Noto that in recording the BOOK KrIEPING for the above transactions 
four main groupings of Accounte or types of Accounts are made. Thus 
Impersonal Amounts are grouped into one Section; Personal Amounts 
relating to Suppliers are grouped in another Section; Personal Accounts 
relating to Students and Preclears for Sales of SERVICES are in another 
section; and finally the Personal Account of John Smith, the owner, is 
plaoed in a section of its own. 

In the normal Scientology Organisation it can be seen that the Personal 
Accounts with Suppliers are kept as a separate section by the preparation of 
the MONTHLY Bills Summary by the Departmlnt of Diebursamente. Similarly, it 
can be seen that the Per anal Amounts relating to Students and Proolears 
are kept as a separate section, by the Department of Income. 

You will note that each of the above example transactions arc numbered 
1 through to 28 and those numbers are used again when making the BOOK KEEPING 
entries below in order to help identifioatien of the double entry recording 
of oaoh transaction. 
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IMPERS011ak  ACCODUT3 

Bank Account 

'loci:dyad from Able 300.00 13. 
Received  from Jinks 

for books 	50.00 14. 
Received from Beal 200.00 
R000ived.from John 	15. 

Smith - Capital 1500.00 
Received from Boll 200.00 16. 
Received from Jenkins 

for E Meters 	280.00 17. 
Received from Cutts 200.00 
Reooived from 	 18. 

Sprako 	 500.00 
19. 

20. 

19th Jan Paid to East 
Grinstead U.D.C. Rates 200.00 

31st Jun Paid to Pubs 
on Account 	 100.00 

31st Jan Paid Wagon to 
Silwoll 	 40.00 

17th Feb Paid Bigwood 
for Rent 	 250.00 

20th Fob Personal 
EXpensonfor John Smitb,100.00 

28th Fob Paid Wagon to 
Silwoll 	 40.00 

20th Mar Paid to 
Electricity Company 	70.00 

27th Mar Paid to Simons 
on Account 	 250.00 

21. let Jan 
22. 17th " 

23. 21st " 
24. 31st " 

25. 28th Feb 
26. 12th Mar 

27. 11th " 
28. 29th 

 

-----... 
3230.00 

3230.00 

21b0.00 

  

 

1050,00 

31st Mar Balanco 	2180.00 

  

3230.00 
1111■101110 •110 

31st Mar Balance 

  

PaRMAKIfBoand Meters Account 

7. 12th Jan Books and Meters 
roceivod from Pubs Orgy 	1100.00  

31st Mar Transfer to 
IncoMe and Exponditure 
Account 	 1100.00 

:Eu42a1malt 
15. 31st Jan Bank Account 	40.00 
18. 28th Fob 	 40.00 

60.00 
111••••••■•...M.Nole 

31st Mar Transfer to 
Income and Expenditure 
Account 	 80.00 

80.00 
...■■■•■•■•••■■■•••• 
•■■•••,••■••••■••■•■• 

Aatas...491._.o tun 

6. 11th Jan E.G.U.D.C. =toe 
for six wonths to 30th June 200.00 

efon.e.1111■01 

.011■••■•••••••••■•• 

Rant  Account  
9. 11th Mar Bigwood & Co rent for 

3 months to 31st Mar 	250.00  

31st Mar Transfer to 
Income and Expondituro 
Account 	 200.00 

MOIMMENNONOM11.111110• 

31st Mar Transfer to Inoomo 
and Expenditure Account 250.00 
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A.494_124, 

10. 17th Mar Electricity Bill 
for  January &  February 70A0 

 

31st liar Transfer to Inane 
and Expenditure A000unt 70.00 

 

0•11111WOMIRMIII..• ■••••■••••.■•••••••• 
111...I.W.•■••10.a• 

   

allUallaILIA22411k 
12.  31st  Mar Telephone  Bill 	.  31st Mar Tranefer to Iioome 

to 27th March 	 60  00 	oand Expenditure Account 	60.00 
• 

0.400....M11.104 011.M—As..117.0 

Stat ioneaz Arnot 
8., :29th  Jan ''Stationery  .Supplieo 

trot' Godateno 	 ' 

;00.001.1.■••■••• 

ast.Mar .Trangfer to  Income 
and ExVenditurs . Account 	80,00 

 

11.411.10.0.40M0110 

11. 17th- Mar .FUrniture received 
on  let January. from  Silions 
and Co. 	 500.00 

Z-0.42121:TraininzaniasvasingAccowit 

1.  1nt Jan Intonaive Delivered 
to Able 	7,0040 

31st Mar  Trtmefor to inrItomo 	a.  14th Jc n  HUG delivered 

	

and  Expenditure  Account 1000.00 	 to Opal 	500.00 
3. 12th Feb Review delivered 

to Cuttn 	200.00 

	

7631,7071 	 1000.00 

N421;.0:24SAJ41 442211A92. 
22.  17th Jan 

51nt Mar  Transfer  to  Income 
and  Expenditure  Account  330.00 26. 12th Mar 

330 
11‘.1.01.110.41.00 

50.00 

280.00 

33p.do. 
wevonserffremo 

1500.00 

1500.00 

1400.00 

cwt 

Bank Account 
Jinks 

Bank Account 
- %Tonkin'  a 

zwaigt  Aqp2p; -   cram  

jol!i  SmitUlt629alLiaSWA 
17.-  20th  Feb  Bank  Account --MONEY 24. 31at Jan MONEY paid to 

received. from  The 	 The Organization 
Organization 	100.00 

31st  Mar: Balance - 	1400.00  • 

1500.00 

31st  Par  Balance 
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1.1M21411122652.===a 

Pubs Ora doaount 
14. Slat Jan MONEY 	7. 12th Jan Books and Meters . 	. 

from Thi Organization 100.00 	delivered to The 
Organization 	1100.00 

31st Mar Balance 

   

 

1100.00 

  

   

31st Mar Balance 

baigs.1130)eol gasa_liotriet-goagail tosquaI  
13. 19th Jan MONEY received 	6, 11th Jan Rates SERVICE 

from The Organization 200.00 	delivered to The 
OrganizatiOn for as 
months to 30th June 200.00 

.101.101141 1, 

. 10•1111411.011.110.•• 

250.00 

    

:.14e44.46112A.A212WAt 
16. 17th Feb MONEY received 	9. 'Ilth Mar Rent SERVICE 

from The Organization 250.00 	delivered to the 
Organization for 3 
months to 31st Mar. 

     

     

19. 20th Mar MONEY received 	10. 17th Mar Eleetricity 
from The Organilation 70.00 	SERVICE supplied to The 

Organization for Jan. 
and Feb. 70.00 

    

41,101.16111101111101111.1.1■• 	 ONIIIIMMINOM•11.1101. 

.111sAbamm4aA.A222aal 
11. 31st Mar Telephone SERVICE 

supplied to The 
Organizations for the 
period to 31st March 60.00 

Godstone & Co ‘ Azooun$  

8. 19th Jan Stationery delivered 
to The Organisation 	80.00 

ZarautAG2A 
20. 27th Mar MONEY-received 

from The Organization 250.00. 
31st Mar Balance 	20.09  

500.00 
MOIMItypr.alsoMIN 

11. 1st Jan Furniture supplied 
to The Organization 	500.00 

500.00 

31st Mar Balance 	250.00 
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1,  lst Jan Received  SERVICE 	21. 11th Jan MONEY paid to 
of 25 hour intensive 	300,00 	The Organization 	300.00 

	

samo1010....“•••10•• 	 Mymparowar....M" 

baal Accaak 

2.  14th Jan Received  SERVICE 	23. 21st Jan MONEY paid to 
of  HSBc 	 500.00 	The Organization 	200.00 

25.  28th Feb 	ditto 	200.00 

	

31et Mar Balance 	100.00 

500.00 
IYAIM9111101111,111100•10•111.0). 

31st Mar 	1ance 	100.00 

Qattat.1.222.11at 
12th Feb Received  SERVICE 	27. 11th Max MONEY paid to 

of 10 hours Review 	200.00 	the Organization 	200.00 
0■010101.111POPOIME. 

20. 29th Mar MONEY paid to 
The Organization 	500.00 

Note: All the above BOOK KEEPING was kept by full formal BOOK KEEPING, i.e. 
with the use of Personal A000unts except in the case of four items which 
were recorded by abbreviated BOOK KETPING, 

The first two of thee° items were: 

22. 17th Jan Received. MONEY from Jinks for 
10 MMSMH 	 50,00 

26. 12th Mar Received MONEY from Jenkins for 
2 E Meters 	 280.00 

Since the MONEY for these Sales was reeeived immediately then the 
Pereonal Accounts of Jinka and Jenkins were ignored and bypassed and no 
recording was made of the OUTFLOW of the  MEST  as shown by transaction 
number 1 4 1  and '5' respectively. The entry made therefore was to debit 
Bank Account with the above receiptaof MONEY and credit these sums to 
Sales of Books and Meters Account. Example cf 25 and 26 also demonstrated 
the  use of abbreviated DOOK KEEPING for this type of transaction, 

The other two items dealt with by abbreviated BOOK 

15. 31st Jan 	Paid MONEY to Silwell for Wages 
18. 28th Feb 	 ditto. 

• ae ING were: 

40.00 
40.00 

Since these wages were paid immediately then the only entry made was 
to credit Bank Account and debit Wages Account. The Personal Aoccunt of 
Silwell was ignored. Again, this type of transaction was demonstrated in 
Example 27. 
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Eglej You will observe that certain of the Impersonal Accounts have 
been closed  off  with  an entry marked "Tranefer,toIncome and Ekpenditure 
Account."  Now this entry thculd'be'ignortd - at'this . stage because it is made 
later  in the sequence than we are eurrently,at., You should therefore look 
pit the above 11001:  :PING at thief atage‘eit though the above entries hAd not 
been made  and  later  in this ciiipI6_the'dorrect time and sequence for the 
above entries a.r  indicated. 

Now'haVing oempitted the AOUble entry BOOK KEEPING for efeeh oof the 
transaction& we  simply list down all the balances on eadh*AdoeUnt to chow 
Is either  a  debit or a  credit balance, This listing is.sometimes called 
n Trial  Balance Sinoe r it proVei , the*arithffietical aeOUraoY of the `BOOK • 	 . 	 ,„; 	• 	; 	, 	• 	

, 

KEEPING, 	 „ 

The proof  of  thin  accuracy is trot the list Of debit balances' equals 
the list of credit balances end as  long as the double entry has been 
correctly recorded for  each transaction then  we  must balance. 

It also  should  be  observed what is meant by either  a  idebit balancil 
n `credit  balance' en.. an Account.  A  'debit balance' on an Account. 

simply means  that the sum of the debit entries on that Account exceeds .  
the  sums  of  the.. credit. entries.- The  Bank Account in this example shows' 
debit  entriesef$32504Od creditentries rf $1050.00 and this gives 
a debit balance of  $2180.00. You will observe the method of striking the 
belance en the  Account and the:faot that the debit*balance does appear 
finally  or  the debit side.: 

k 'credit balance'  is  the  reverseAnd occurs when the sum, of the 
credit entries  exceeds the sums  of the  debit entris .' Pubs Org Abeount 
In this  example  shows credit entries  of  $1100.00 and debitentriesof,: , 

 $100.00  to give a  credit balance  Of  $1.000.00. again you :will .note the 
netted of striking the balance and* the fact that the credit balance does 
appear .  finally on the ,credit side. 

TRIAL BALANCE 	 Debit 	Credit 

IMPERSONAL ACCOUNTS 	Purchases of Books & Meters 1100.00 
Wages 80.00 
Rates 200.00 
Rent 250.00 
Electricity 70.00 
Telephone 60,00 
Stetionery 80,00 
Sales of Training & Processing 1000.00 
Sales of Books & Meters 550.00 

Furniture 500.00 
Bank Account 2180.00 

PERL''NAL ACCOUNTS SUPPLIERS 
Pubs Org 	 1,000.00 . 
Telephone Co. 	 60.00 
Godstone 	 80.00 
Simons & 04, 	 :?50.09, 139o.om 

PERSONAL ACCOUNTS . STUDENTS and PRECLEARS 
Deal 100,09 
Sprake 500.00 

PERSONAL ACCOUNT 	OWNEN - John Smith 
146100,09 '02,0,00  
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Observaqene en the TKi,a1 Balance  

1. If you follow through all the Accounts above you will observe that 
we haVe simply listed doWn onto the Trial Balance all debit balances and 
all credit balances shown on the various Accounts. Again it must be 
stressed that these entries marked "Transfer to Indome and Expenditure 
Account" must be igncred  at  this stage since they occur later in the  . 
sequence of actions. 

You will observe that the debit balances listed do equal the credit 
balances and so the arithmetical accuracy of the BOOK KEEPING is proven. 

2. If you  look  at the debit balances on the Trial Balance you Will 
observe that a debt balance should equal either: 

a.  The  cost  of MEST  or  SERVICES  used up in the period 

or b. An Asset. 

If you lock at those debit items above the line drawn you will 
observe that these should represent the coat of  NEST or SERVICES  used up 
in the Period. And if you lock at those debit balances below the line you 
will observe that these are Assets, i.e. FUrniture, Bank Account, Debt 
due from Beal. 

3. If you  look  at the credit side of the Trial Balance you will observe 
that a credit  balance equals  either: 

a. The value earned in the Period 

b. A liability. 

If you lock at the items above the line drawn on the Trial Balance 
you will observe that these represent the value earned by The Organization. 
And if  you  lock at the items below the line you will observe that these are 
Liabilities. 

4. All the debit and credit balances yhown above the line go into and 
compose the Income and Expenditure Account since this shows the value 
earned by The Organization against  the  cost of  NEST  and SERVICES used up 
by The Organization in the Period. The resulting balance on the Income 
and Expenditure Account represents either Profit  or  Lose and is carried 
to the Balance Sheet. 

5. All the items shown below the line drawn gc into the compose the 
Balance  Sheet  since  the Balance,Sheet  is simply a list of Assets and 
Liabilities. To these is  added  the balance from the  Income  and Expenditure 
Account  and  this, as noted  above,  represents either an Asset or Liability 
according to whether it is  a Loss  or  a  Profit. 

6.  The  next thing n  realize  is  that  the Income and Expenditure Account 
and Balance  Sheet  are one complete repert. Ynu cannot  complete  one with-
out the other and it must  be  appreciated that the Balance  Sheet  is not a 
separate document all  on  its own. 

It is  the Income and Expenditure Account and balance Sheet which give 
the  complete  financial report for the Period and together they represent 
all the  BOOK KEEPING  and Accounts. 



to  Balance Sheet 
	

510.00 
0.1.110.11111■•••••••■•• 

1840.00 
	

1,840.00 
0.71.0110111•001MOMM■ 
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7. The actions now necessary are: 

a. Take all the items above the line  and  place into the Income and 
Expenditure Account as shown below. 

b. Strike the balance on the Income and EXpenditure Account and 
bring into'the Balance Sheet as'either profit or loss. 

0.  Take  all the items below the line and bring into the Balance 
Sheet. 

d. Obviously your Balance Sheet must now balance since the Trial 
Balance  balanced in  the  first instant. 

All  we have  done is to take those items above the line and summarize 
their result in the Income and Expenditure Account. This result (repre-
senting either profit or loss) is then carried down to join those items 
below  the line  on  the Balance Sheet. Quite obviously this must balance. 

Now, let  us  prepare the Income and Expenditure Account and Balance 
Sheet  in accordance with the above. 

Ar.b11-galth  Franchiera  
I 	II 	 .P1., • I 	t 	 AO 	i• 	 V 

Purchases of  Books & Meters'1100,00 
Wages 
	

8C.  00 
Rater' 
	

200.00 
Rent 
	

250.00 
Electricity 
	

70.00 
Telephone 
	

60.0C 
Stationery 
	

a0.00 

Sales' of 'Training and 
Processing 

Sales of Books and 
'  Meters 

LOSS for the Period carried 

1,000.00 

330.00 

Daiwa 011;9t as at 31st Mac)  
Assets 	 Liabilities 

Furniture 	 500.00 
Balance at Bank 	 2160.00 
Debt  due to The Organization 100.00 
Income and Expenditure Account ' 
- Loss for the Period 	510.00 

3290.00 

Jehn Smith - Capital 
Account 

Amounts due to 
Suppliers 

Advance Payment 

1400 .00 

1390.00 
500.00 

3290.00 
411.......11.011.1.1•0110 

Observations  on  the Income and Expenditure Account and Balance Sheet: 

1. The Income and Expenditure Account in compoSed of Accounts which are 
terminatedly handled for the Period concerned, i.e. as representing, either 
the value earned by The Organization cr the value of NEST or SERVICES used 
up in the Period. 
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Thus the  final  BOOK  KEEPING entry on each  of  the Accounts placed 
into  the Income and Expenditure Account  is  one marked  "Transfer  to  Income 
Expenditure Account."  The effect  of  this entry is  merely to  transfer the 
balance on each of the  :accounts concerned  'to one  Large summarizing  Account 
The Income  anel Expenditure Account. This final BOOK KEEPING entry has the 
effect of permanently closing off each of the Accounts concerned as far as 
that period is  concerned. 

The entry "Transfer to Income and Expenditure Account" has  been  shown 
above on all the Impersonal Accounts up transferred to the Income and Ex-
penditure Acceunt. 

But  it should  new be  appreciated  .that  the time at which this entry is 
made  is  when prepurine  the  Income  and  Expenditure.  Account. Thus the Trial 
Balance is extracted  .first  to prove the arithmetical :  accuracy of the BOOK 
KEEPING  and  then on preparation  of  the  Income and Expenditure Account the 
relevant Accounts are clesed  off with  the  entry "Transfer to  Income  and 
Expenditure Account," 

2. The  Balance  Sheet is composed of  all the  other  Accounts representing 
either Assets or  Liabilities. These Accounts are not terminatedly handled 
st the Balance Sheet date and ao remain ao  "Belances."  Hence  the term 
"Balance" Sheet it  is  simply a  sheet  of paper listing down n11 those 
Accounts net  terminatedly handled and therefore still chewing a "Balance." 

3. The Income and Expenditure Account shows a debit balance  or  Loss for 
the Period of 0510" and this is carried to the debit side of the Balance 
Sheet as representing -an  Asset. 

It is an  Asset because  it  means  that the owner,  John  Smith:, owes this 
amount  to  The OrganizatiOn. 

HoweVer since  The Organization  already owes  John Smith 01400.0O on 
his Capital Account then the usual showing of this Lose is to deduct it 
from this sum owing tc Smith. 

Thus the Balance Sheet would record it as follows: 

	

John Smith  --  Capital  Account 	 1400.00 

	

Loss  Loss for the  Peried 	 510,00  890.00 

Thus the Loss of A10.00 disappears  from the  :Assets  side  of  the 
Balance Sheet end, on the . Liabilities  side, the  debt due  to Smith is 
reduced to POQ.01  as shoWn.above. Obviously we  still  balance, since 
ell that has been done is to reduce the Asset side and the Liability 
side of the Balance Sheet by 151(").00 each. 

4. On  the  Asset s-,;e cif the Balance Sheet you will note that the debt 
due by Beal of $100.00 is Shown  as "Debt due to the  Organization." This 
could also have been described as "Sundry Debtor" or else "Account 
Reeeivable." 

5. On the Liabilities side of the Balance Sheet the  ameunts due to 
Suppliers are collectively shown  in  the total of $1390.00.  Such  smcunts 
due to Suppliers could also have been described as "Sundry Credit:rs" or 
else "Accounts Pnyable." 
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6. The Liability due to Sprake of $500.00 for his advance payment is 
described as this, i.e. "Advance Payment." 

A NOTE, ON ,BANK:ACOOinit  

In. example 30 above, the Bank Account maintained by The Organization 
thows a debit balance of $2180.00. This ip an Asset and means that The 
Organization has that ;much MONEY in the Bank. 

Now the foot that a debit balance on The Organization's Bank Account, 
as above, means that The Organization owns that much MONEY sometimes causes 
confusion. 

This confusion arises because when the Bank, with whom The Organization 
deals, presents its Statement of the Bank Account, it will show a credit 
balance of $2180.00 e not a debit balance. In other words the Bank in 
presenting  its Statement shows the complete reverse of the situation as 
shown by The Organization's BOOK KEEPING. 

Now  this is perfeetly oorrect and is understandable if you realize 
that  the Bank is presenting its own BOOK KEEPING records; these are 
different BOOK KEEPING records to those kept by The Organization. 

And when the Beek holds $2180.00 of The Organisation's MONEY then, 
factually, it owes this MONEY to The Organization. Therefore the credit 
belance  of $2180.00, as shown by the Bank Statement, reflects the liability 
of the Bank to The Organization. 

If you work out the BOOK KEEPING records that the Bank would keep you 
will see how this arises. You will see that when The Organisation banks 
MONEY that the Bank must, in its BOOK KEEPING, credit the Account of The 
Organization because it owes The Organization this much MONEY. From the 
Bank's pOint of view the inccount maintained by it for The Organization is 
a Personal Account of an Outride Person, and it must credit that Account 
with all MONIES that The Organization banks. 

And, reversely, the Bank will debit the AccOunt of The Organization 
for all cheques disbursed by The Organization. 

In summation therefore if you realize that the Bank Statement presented 
by the Bank represents its BOOK KEEPING record of the Personal Account that 
it keeps for The Organization then the matter becomes clear. Therefore the 
Bank Statement prepared by the Bank is always the complete reverse to that 
maintained in The Organization's BOOK KEEPING. 

Lnd when the Bank Manager tells you that The Organization is "in credit" 
to the amount of $2180.00 then he is telling you that the Bank owes that 
much MKoelY to The Organization. 

Of  course the complete reverse would apply if The Organization Bank 
Account was overdrawn. If we were to assume that in Example 30 that The 
Organization had disbursed $3230.00 and received $1050,00 then The -Organi-
zation's records would show a credit balance on its Bank Account of $2100.00. 
This  credit balance would mean that The Organization bad a liability of 
this amount since it owed this sum to the Bank. 
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The Bank, in presenting its bank. Statement would- show  a  debit 
balance of 02180.00.  i.gein,  this is perfectly correct, since the Bank 
in  presentine its  BOOK. KEEPING  recnrds  and  the debit  baleace on the 
Bank  statement  means. th.st  the  Bank  has 	asst  of  this amount  because 
The  Organization awes -  thie  ameunt to it. Therefore when  the'Bank  mnager 
tells  the Orgatizstion that  it  hs  'debit balance' on ito Bank Account 
he  means  that The Organizstion-owes  this amount of MONEY to it, 

Derek Field 
Accountant WW 
:for. 

Denny Gogerly: 
Transurer WW 

for 

Herbie Parkhouse 
Di/Guardian Finance WW 

for 

Jane Kember 
The Guardian WW 

for 

Mary Sue Hubbard 
The Controller 

for 

L. RON HUBBARD , 

FOUNDER 
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