HUBBARD COMMUNIGATIONS OFFICE
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HCUO POLICY LETTER OF 14TH NOVEMBER 1970
ISEUE VIII

Finance Bureau Hate
Asst, Guard, Fin,
Org. Exeoc Seos,

Treasury Hata
THE HUR 2 EEPING AND ACCOUNTANCY - PARI
BCIENTOLOGY ORGANIZATIONS - ABBHEVIATED gggg KEEPING

Earlier the term "abbreviated book keeping" hes been used to mean
BOOK KERPING whioh by-passed and ignored the use of Personal Account,

In other words the double entry is efféoted by entries made directly
between The Orgenizations Bank Account and another Imperaonal Account of
The Organization,

E.gs The Organization received clothing from Hepworth's for the
staff on lst July of value g200,00., A cheque wes paid to Hepworth's on
lat September for these olothes,

Abbrevianted BOOK KEEPING merely records as followst

Example 32,
Bank Accnoutth
lst September Pald to
Hepworths 200,00

Staff Clothing Account

1st September Bank A/C -
Hepworthse 200,00

The omly entry ie from Bank Account to Staff Cléthing Aocount ~
the Personal Account of Hepworths has been.ignored completely, Earlier
Examples 27, 28, and 29 further demonstrated this.

Now once the payment has been made then this does produce the
correct end result given by full and formal BOUK KEEFING,

And am long a8 the payment for the MEST or SERVICES received is
paid for within the same financial period then the correet end result
is recorded in the Accounts,

You only have to be careful when the receipt of the GOODS or
SERVIOHS nccurred in one financial period and the payment ocourred in
the subsaquent period,

Let us assume for the saske of Exemple 32 that ths f inancial period
ended on 31st July. We then have the situntion that MEST to the value
of $200,00 was received on 1lst July but that it had not been paid for
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until after 31lst July i.e., it was paid on 1at September,

Now the BOOK KEEPING is deficient since we do net record the faot
that The Organization owes Hepwurths $200,00 for Staff Clothing, This
now demonstrates that abbrevisted BOOK KEEPING gives & missing sequence
iie. in this case the missing sequence is the recording of the INFLOW of
MEST from Hepworths of value $200,00,

However this is handled by now bringing into the BOOK KEEPING the
correct recording of this missing sequence by the following entrys

Staff Welfare Account

31at July Hepworths for
clothes received on
st J\lly 200,00

Hepworths

31st July Clothes delivered
to The Organizetion on
lst July 200,00

Therefore you will now see thet we nuw have correotly recorded the
INFLOW of MEST from Hepworths and the fact that this amount is owed to
them, Thus the Accounts are now fully and correctly recorded,

This demonstrates that abbreviated BOOK KEEFPING is quite safo tu
use as long as, at the end of the Financial Period, all emcunts owing
for MEST and SERVICES are correctly rccorded as sbove, And in rocording
these amounts owing then the Personal Accounts do have to be recorded
as in the case of Hepworths iccounts above, They cannot be by~passed or
ignored at this Jjuncture, ‘

The above entry would be noted in the Journal Book prior to entry
onto the Accounts,

And what generally happens in en abbreviated BOOK KEEPING system
is that The Organization will record all such amounts cwing et the
financ¢isl ycar end in one entry,

For example assume that The Organization owed ths following amounts
at 3lst July.

F

1. Books and Meters from Puﬁs.receivad

on 18th June, 2 . 1800,00
2. Clothes from Hepworths as above, 200,00
%¢ Telephone Account to 30th June, 251,00
4., Legel bill from lawyer Suskins reoceived
. on 31st May, 701,00

2952,00
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The entry made is shown by the feollowing Journal Notes

Journal | Debit  Credit
Purchases of Books and Meters Aeccount 1800,00
Staff Welfare Account 200,00
Telephone Account 251.00
Legal & Professional Fxpenses Account 701,00
Sundry Creditors 4 : 2952,00

You will observe that the Debit entries are cnrrectly made to the
appropriate Impersonal Accounts to record the INFLOW of MEST or SERVICES
to that Account, - :

You will also note that the Credit entry is made tc a "Sundry
Creditors Account", If this "Sundry Creditors Account" is merely taken
to be a collective Personsl Account for Pubs Org, Hepworths, the Telephone
Company, and Suskins, then its function should be clear. We could equally
well have used four separate Personnel Accounts but, for convenience,' they
are generally all recorded in one collective Account as above when using
e system of abbreviated BOOK KEEPING.

It should be noted that the Monthly Bills Summery mainteined by &
Scientology Organization does show the amounts owing by The Orgenization
and, at the end of a Financial Period, this can be used to make the Journal
Entry cf the above nature, It also should be observed that until such
Monthly Bills Summary is entered into the Accounts by a Journal Entry as
above that it will not form part of the official Accounts; the abuve
Journal Entry has the effect of msking it part of the official BOOK
KEEPING and brings it. into the Income and Expenditure Account and Balance
Sheet,

I*hta.mgle 2 20
Now, let us take another example.
tn 1st July The Organization delivered 10 hours of Review Auditing
to studont Smythe on credit at cost $200,00. On the 15th August Smythe
paid The Organization $200,00 to clear his debt.
Abbreviated BOOK KEEPING.will record this as followss
Bank Account

15 Aug, MONEY from ’
Smytha 200 . 00

Sales of Training and Processing Account

15th August Bank A/C 200,00

The only entry is made beotween the Bank Account and the Sales of
Training snd Processing Account i.e., from one Impersonal Account to
another, The T'ersonal Account of Smythe has beecn by-passed and ignored,
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Exemples 25 and 26 given earlier further demonstrated this.

Now once the peyment has becn received from Smythe then the correct
end result of full BOOK KEEPING is produced by the above entry. As long
as the SERVICE delivered and the MONEY received for such SERVICE both
ocour within the same financial period then the above entry produces the
correct end result.

But if the SERVICE is delivered in one financial period and the
MONEY for this SERVICE is received in the following financial period
then & further entry is needed to make the BOOK KEEPING correct, for
the financial period,

Iet us essume, again, the financial period ends on 3lst July. In
this case it is apparent that a SERVICE of value $200,00 was delivered
within the Finencial Period to 31lst July and that it was not paid for
until the subsequent period, The BOOK KEEPING is therefore deficient in
that it neither records the OUTFLOW of the SERVICE by the Orgenization
in that period or the debs owed by Smythe to The Organization,

This agein shows that abbreviated BOOK KFEPING gives e missing -
sequence i,e, in this instence the miesing sequence ia the omission of
the record of the OUTFLOW by The Organization of the SERVICE to Smythe
on lst July,

Therefore to correct this we now record this missing sequence as
followss

3lst Jﬁly Review delivered
to Smythe on lst July 200.00

§Elihe Account

31st July Review recseived
from The Organization
on lst July 200,00

The effect of the above entries is to record the sequence that was
missing, i,e. we have now recorded the OUTFILOW of SERVICE by The
Organization and the receipt of this SERVICE by Smythe, Thus the value
of the SERVICES delivered by The Organization in the period is corrsotly
recorded and, alsc, the debt due from Smythe is correctly recorded.

This demonstrates that abbreviated BOOK KEEPING is quite safe to
use as long as, at the end of a Financial Period, all debte due to The
Organization for SERVICES or MEST delivered are brought i= .2 recorded
in the above fashion. And in recording these amounts the Personel
A;gounte do have to be recorded as in the case of Smythe's Aocount
abova,

The above entry would generally be recorded by a Note in the
Journal prioi to the entry being madc.
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But what generally happens is that The Organization will record
all such Debts owing to The Organizatinn by one Journal Entry,

For example let us say thot at 31st July the following debts were
due to The Organizations

1 Review deliverod to Smyrthe on lst July (as above). 200,00
2, Cramming Charge for Jones on Tth July. 5.00
3, HSDC delivered to Humphreys on 22nd July. 500,00

705,00

The entry that has to be made in the Accounts is shown by the
following Journal Note:

Journal . .F
Debit Credit
‘Sundry Debtors . 705.00 f
Sales of Training and Processing Account ' 705,00

Thus a note is first made in the Journal as above and then these
entries are oopied into The Accounts concerned,

The crodit entry to Sales of Training end Processing now means that
the full value of SERVICES delivered in the Period are recorded,

You will note that the Debit entrv is made to a "Sundry Debtors
Account" and if this is regarded as a collective Personal Account for
Smythe, Jones and Humphreys then it will be understond, We could
equally well have kept separate Peraonal Accounts for each of these

porsonss the ust of one Sundry Debtors Account merely cuts down the
BOOK, KEEPING entries,

This will be appreoiated more if you realise that there éould be
hundreds of such debts to be entered « not just three,

It should be noted that the Department of Income of a Scientology
Organization keeps Statements to show the amounts of such Debts due to
The Organizstion and these have to be used to obtain the zbove details,
It also should be observed that until the sbove Journal Eniry ie made
that these Statements will not form part of the offiocial BOOK KEEPING
records or get entered into the Inpome and Expenditure Account and
Palance Sheet,

Examgle 24 *

Let us take another exemple. On 15th July Hargreaves made an
advance payment to The Orgenization for his HSDC of $500,00. He does
nc: commence the Course until 8th lugust,

Abbreviated BOOK KEFPING ugurlly would record this as follows:
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Bank Acoount

15th July MOUEY from
Bargreaves o 500,00

Sales of Training and Processins Acoount
15th July Bank hcoount 500400

Again if the receipt of the MONEY and the commencement of the HSDC
ocourred within the same financial period then the above entry would
give, the correct ond phenomena of full BOOK KEEPING,

But if the Financial Period ends before the SERVICE is eommenced
then again a further entry needs to be made to correct the BOOK KEEPING,

Let us assume, egain, thai the Financial Period ends on 3lst July,
In this case it is apparent that the above abbreviated BOOK KEEPING does
not record the oorrect situetion, In the first instence it shows the
delivery of SERVICE at value $500.00 by the credit to Sales of Training
and Prooessing fiecount, but this SERVICE was not delivered within the
Finanoial Period - it was delivered on 8th August, Secondly, since
Hargreaves has not commenced his SERVICE at 31st July then it is apparent
that The Organization owes him this amount of 500,00 et that date, It
is an Advance Payment, ‘

Therefore the following entry has to be made to correct the .
situation, Again this would be noted in the Journal Note book before
entry into the Accounts as followss

Journal
~Debit Credit
Sales of Training and Processing _ 500,00
Hargreaves Account - 500,00

The effect of this entry 1is twofeld., Firstly the debit entry to
Sales of Training amd Processing Account corrects the erroneous recording
of this as a SERVICE delivered. Secondly the credit entry to Hargreaves
Account records the fact that The Organization owes this amount tc
Hargreaves, ’ : ‘

The correct end result for this trensaction is stown below and ywu
will see we have now achieved this by the above correoting entry. This
wes earlier demonstrated in Example 20.

Bank Account

15th July MONEY from
Hargreavss 500,00
Hargreaves

15th July MONEY paid to
The Organization 500,00
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You will cbserve that the above Journal Entry when entered into the
Accounts does now produce the above situation; the errcneous credit to
Sales of Training and Processing Account has bucn cancelled by the debit
entry shown and it is now correctly recorded as a credit to Hargreavaes,

If you could make the above entry direct from Benk Account to
Hargreaves Account in the first place then ne adjustment would be
necessary. The trouble is that when dealing with & system of abbreviated
BOOK KEEPING and The Organization is receiving hundreds of amounts of
MONEY for SERVICE then it is not easily oonvenient to separate out which
are Advance Payments and which are not.

Thereforc it is usual for the whole of the MONEY received for
Training and Processing to be credited to Sales of Training and Processing
in the first instance and, then, those amounts relating to Advance Paymente
are teken out by debit entry and credited to the individual Personal
Accounts concerned as shown above,

Now usually The Organization will have many such amounts of Advance
Payments at the end of the Financial Period and it is usual to deal with
them in one Journael Entry as shown below,

Let us assume that at 31st July there were the following Advanoe
Payments.

1. 15th July Hargreaves for HSDC as above 500,00

2, 17th July Bilkins for 25 hour intensive
coxmenced on 12th August 37500

3. 29th July Wilkins for 5 hour intensive
started on 31lst August © 100,00
975.00

The entry to be made in the Accounts is ghown by the following
Journal Notes : '

Journal. Debit . Creait
Sales of Training and Processing Account 975.00
Advance Paymonts Accounts 975.00

The effect of the above debit entry is to delete from Sales of
Training and Processing Account the value of SERVICES not delivered at
31et July. The effect of the credit entry is to recoxg the amounts due
to these persone making advance payments, If the "Advmnce Payments .
Account" is regarded as. a collective Account for lu.n.eaves, Bilkins
and Wilkine then it should be understandeble, We could squally have
recorded separate Accounts for each of tham but again it makes for less
BOOK KEEPING if one entry is made to "Advance Payments Account®,

The Btatements kept by the Department of Income of ¢ Scientology
Orgauization will show (by the credit bslences) which students have paid
MONEY in advance and in fect thece reocords will have to be used to obtain
the dotails for the above type of Journ:i Entry., It also should be
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obaerved that until the abové Journal Entry is made that these Statements
will not form part of the official BOOK KEEPING records or bring them
into the Income and Expenditure Account and Balance Sheet, It is the
making of the ‘above Journal Note and its entry into the Accounts that

does bring these Statements of the Department of Income into the BOOK
KEEPING,

Therefore in summation abbreviated BOOK KEEPING can be used and a
correct Income and Expenditure Account and Balance Sheet can be produced
by the following sequence of ateps.

A+ Use the Bank Account as the stable datum and complete double entry
BOOK KEEPING from this as follovs:

a, Credit entries to the Bank Account for payments to Outside
Persong for the supply of MEST or SERVICES are debited to the appropriate
Impersonal Acccunts,

Credit entries for payments t. Outside Persons not for the supply
of MEST ex SERVICES would still be debited directly to the Personal Account
of the Outside Person concerned. For example a Loasn made- by The
Organization to an Outside Person is still debited directly to the Personal
Account concerned as shown in Example 19, -

The debit obviously must still go to the Personal Account or
else the money "wed to The Organization will not be recorded,

b. Debit entries to the Bank Account for MONEY received in respect
of MEST or SERVICES supplied or to be supplied are oredited directly to
the apprepriate Impersonal Accounts, :

MONEY recoived from Outside Persons not in respect of MEST or
SERVICES supplied or to be supplied will be credited directly to the
Personal Account of the OUTSIDE Person concerned, Thus a Loan or
Capital roceived will still be credited to the Personal Account of the
Outside Person loaning the MONEY as shown by Exemple 21 and Example 22,
This credit must still go directly to the Personal Account of the Person
oconcerned or alse The Organization will not record its liability for the
MONEY it owes,

Be Adjustments are made for Debts owing by The Organization in respeot
of MEST or SERVICES received by The Organization within the Finanoial
Period as shown in Example 32 above,

C. Adjuetmenta are made for Debts owing to The Organization in respect
of MEST -r SERVICES supplied by The Organization within the Financial
Period as shown above in Example 33,

D. Adjustments are made for Advance Payments received in thie Finanoial
Poriod as shcwn in Example 34 above,

The: if further adjustments are made for the following as
demonstrate”’ in Example 31 an Inoome and Expenditure Account an{ Balance
Sheet can be prepared,
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E. Stocks,

Fe. Accrued Expenses,

G. Prepayments,

He  Depreciation.

I, Provision for Bad Debts,

This subjeat of abbreviated BOOK KEEPING has been laboriously gone
over because this is the method used by Scientology Organizations in the
preparation of their Income and Expenditure Accounts and Balance Sheets,

If you examine H.C.0, Policy Letter of 10th October "Accounts Audit
Series No, 5" you will see that the preparation of the Income and
Expenditure Account and the Balance Sheet is done by abbreviated BOOK
KSEPING a8 above.

But to give an understanding of abbreviated BOOK KEEPING it wae
first necessary to explein full formal BOOK KEEPING and then bridge over
into abbreviated BOOK KEEPING, If e full understanding of the subject
is obtained in the first instance then it is possible iv understand an
abbreviated or shortened version,

And to oomplete the understanding of abbreviated BOOK KEEPING we
now go back to Example 31 and complete the same Income and Expenditure
Account and Balance Sheet by using the abbreviated method as practiced
by Scientology Organizations, This is shown in Part 6 of this Policy
Letter,

This then should provide an effective bridge between the full study
of the subject and the abbreviated method shown in the above H.C.0. Policy
Letter of 10th October,

Derek Field
Accountant Ww

for

Denny Gogerly
Treasurer wWw

for

Herbie Parkhourse
D/Guardian Finarce WW

for

Jana Koerhen
The Guardien WW

for

Mary Sue Hubbard .
The Controller

LRH:M ¢ JKsHPsDG :DFsnt ¢
Copyright () 1970 or
by L. Ron Hubbard L. RON HUBBARD

ALL RIGHTS RESERVED FOUNDER



	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9

