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indexed. Not illustrated. 1917 Excerpt: .and the difference between the loss and gain columns shows the net
profit or the net loss. This sheet also affords us a convenient means of analyzing items of the Trial Balance, and
demonstrates the truth of the proposition elsewhere advanced,4 namely: Every account having a debit balance
is either (a) An asset (cash, or convertible into cash, something of value owned by the business), or (6) A loss
(expense or cost. 4 See page 80. Every account having a credit balance is either (a) A liability (owed by the
business), or (6) A gain (profit or proceeds). There is likewise demonstrated by means of the analysis, that
whereas every Trial Balance item is extended into either the Balance Sheet or the Profit and Loss division,
inventories and accruals, representing items not yet in the books, must result in equal debits and credits, so as
not to disturb the equilibrium shown by the Trial Balance, and accordingly they affect both the Balance Sheet
and the Profit and Loss Statement. Finally, the proprietor s balance, which from one point of view is surely no
liability (for how can the business owe itself?) is easily understood when we recall that we have consistently
adhered to a single point of view, that is, we have been recording transactions as they affected the business.
The business is liable to the proprietor, in a bookkeeping sense if not in a legal sense, for the proprietor s net
investment. Hence it is...
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