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REAMPLEI  

. 	We now go back to Example 31 and complete the same Inoome and 

"

Expenditure Account and Balance Sheet by the use of abbreviated BOOK 
EMT 

In preparing this Income and Expenditure Aadeunt and Balance Sheet 
steps A to I, es listed above, are carried out in the following fashion. 

41251..b 

We firstly enter up the Bask A000unt exactly as before. Then we 
complete thi double entry BOOK KEEPING for each item of Inoome and each 
item Disbursed by posting to the appropridte Impersonal Account . or to 
the appropriate Personal Account where this is relevant. 

It should be noted that in this Example each item of Income and 
each item Disbursed is posted separately. This oar convenieotly be dons 
because the number of receipts and the number of iter4 disbursed are 
relatively few. 

However in the normal Scientology Organization the nudbers of 
Receipts and the numbers of Disbursements are measured in their hundreds 
or t9usands and it would thus cause a tremendous amount of BOOK KEEPING 
to post each such item separately. 

Therefore to save all this unneoessary BOOK KEEPING it is far 
better to summarise all the Income item, and to summarise all the 
Disbursement items into their relevant categories before making the 
postings to complete the double entry, In this way a tremendous amount 
of BOOK KEEPING is saved. 

M.O. Policy Letter of 10th October 1970, "ACCOUNTS, AUDIT SERIES 
NO. dn , shows how this is done. 

This Poliey Letter shows that the receipts of Imams are finally 
broken down into categories and summarised on the "Income Summary Sheet" 
and that the items disbursed are finally broken down into categories and 
summarised in the "Summary of Disbursements'. 

Thus hundreds or thousands of items of Income may be summarised 
under some 10 to 15 categories on the Imams Summary Sheet and then only 
these 10 to 15 summary totals are posted. 
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Similarly hundreds 	thousands of items disbursed may be 
summarised under some 20 to 40 categories on the Summary of Disbursements 
and then only these 20 to 40 summary totals are posted. 

It is in this fashion that the amount of BOOK KEEPING is cut down 
tremendously. 

Steps B to I. 

These are firstly recorded in the Journal Note Book and then posted 
to the Accounts indicated by the Journal entries. And in this example 
all the Journal 
the normal way 

1 
21. 11th Jan 

22. 17th 	" 

23. 21st 	" 

24. 31st 	" 

25., 28th Feb 

26. 12th Mar ,jenkins 

27. llth 	" 

28. 29th 	" 

tries are shown together on one sheet 
t icy would be recorded. 

Impersonal Accounts 

since this is 

E.G.U.D.C. 
Rates 	200.00 

Pubs Org On A/C 100.00 

Wages . Silwell' 	40.00 

Bigwood - Rent 	250.00 

Personal arpenses 
John Smith 	100.00 

Wages 	Silwell 	40.00 

Electricity Co. 	70.00 

Simons On A/C 	250.00 

Bank Account , 

19th Jan 

31st 	" 

" 	" 

17th Feb 

20th 	" 

28th 	" 

20th Mar 

27th 	". 

31Ct Mar 

i 
ble 	300.00 

ooks Sales 	50.00 

al 	200.00 

ohn Smith 1500.00 

Beal 	200.00 

280.00 

Cutts 	200.00 

Sparke 	500.00 

13. 

14. 

15. 

16, 

17. 

18. 

19. 

20. 
11111111MIMIIM.M.011•11. 

3230.00 1050.00 

Balance 	2180.00 

3230.00 3230.00 

31st Mar Balance 	2180.00 

Purchases eQBoqicnd 	Acc9unApi  

14. 31st Mar Bank A/C. - 	 31st Mar J. 1 - Stodks 910.00 
Pubs Org 	100.00  , 	" 	" Transfer to 

" J. 7 - 	 Income & 
Pubs 	1000.00 	 EXpenditUre' 

   

190.00 

1100.00 1100.00 
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15. 	31st Jan 

	

18. 	28th Feb 
31 	Mar 

evi». 

Wages  Account 

Transfer to 
Income & 
Expenditure 
A/C 120.00 

Bank A/C 	 31st Mar 
Stilwell 	40.00 

do 	:0.00 

J. L2 
Stilwell 	40.00 

120.00 120.00 

Rates'Account 

13. 19th Jan Bank A/C 
EGUDC 	 31st Mar J.4. Prepaid 100.00 

II 	ft Transfer to 
Income  & 
Expenditure 
A/C 100.00 

200.00 200.00 
••••■•••••■11.•••••••■•• 

Rent Account 

16. 17th Feb Bank A/C 	 31st  Mar Transfer to 
Bigwood 	250.00 Income  & 

Expenditure 
A/C 250.00 

Electricity Account 

19. 20th Mar Bank A/C - 	 31st  Mar Transfer to 
Electricity Income & 
Co. 	70.00 Expenditure 

31st Mar J3 do 	. 	, 35.00 
A/C 105.00 

105.00 105.00 

Telephone  Account 

31st Mar J.7.Telephone 	 31st Mar Transfer  to 
Co. 	 60.00 Income & 

Expenditure 
A/C 60.00 



00■111~111011•011•11111.1•111M 

1500.00 
...1110111.1010010101••••• 

/TO PI,  14.11.70 	 - 4 
Issue IX 

Stati9nery Account 

31st Mar J.7 
	

31st Mar Transfer to 
Godstone 	80.00 
	

Income & 
Expenditure 
A/C 
	

80.00 
••■••••••011111.1111•11001111••• 

Rre ci,Ekt ok Accord  

31st Mar  J.5 
Furniture 	25.00 

31st Mar Transfer to 
Income & 
Expenditure 
A/C 25 .00 

Provision for Bad Debts  

31st Mar J.6 Be Beal 50.00 

Income and Expenditure A/c) 

 

31st Mar Transfer to 
Income & 
Expenditure 
A/C 50.00 

   

111101011••■•••••••111111* 

   

Sales of Books and Meters Account  

31st Mar Transfer to 
Income & 
Expenditure 
A/C 	330.00 

10111.011111111•11.1rNinell■ 

22, 17th Jan Bank A/C • 
Book Sales 

26. 12th Mar Bank A/C 
Jenkins 

50 .00  

280.00 

330.00 
.111100IMMINNIMINI100. 

330, 00 
01.1114.11.0...11.6011.. 

41..01.0111.011.0.1.10. 

Sales of Trainirf and Processing Account 

31st Mar J.9 Advance 
Payments 	500.00 

Transfer to 
Income & 
Expenditure 
A/C 	1000.00 

21. 11th Jan 

23. 21st " 

25. 28th Feb 

26. 11th Mar 

28, 29th 

31st Mar. 

Able 

Beal 

Beal 

Cutts 

Sprake 

J.8 Debt . 
Beal 

300.00 

200.00 

200,00 

200.00 

500.00 

111 
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IharVureACeoUnt '  

27th Mar Bank A/C 	 31st Max J.5 
Simons 	250.00 	 Depreciation 	25.00 

31st Mar J.7 Simons 250.00 	" 
	 11 	 475.00 

.......... 
500.00 	 500.00 

MIIIIM••■■•11011101111111•00 

31st Mar Balance 	475.00 

Provision for Bad Debts  (Balance Sheet) 

31st Mar J.6 Hs Beal 	50.00 

Stook Account  

31st Mar J.1 	910.00 

Ttepayments  

31st Mar :4.4 re 
Rates 	100.00 

personal ACoountit 

John Smith . CaDital Account  

	

17. 20th Feb Bank A/C - 100.00 	24. 31st Jan Bank A/C 	1500.00 

	

31st Mar Balance' 1750.00 	31st Mar J. 10 	350.00 

	

1850.00 	 • 1850.00 

31st Mar 'Balance, 	1750.00 

Sundry Creditors  

31st Mar J.7 	1390.00 

Sundry Debtors  

31st Mar J.8 - Beal 100.00 
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Accrued Expanses  

31st Mar J.2 Wages for 
Stilwell 	40.00 

3,3 Electrioity 
for March 	35.00 

75.00 

Advance Payments  

31st Mar 3.9 - SPA 
	

500.00 

Journal Note Book 

All the adjusting entries as detailed .  in steps B to I, above, are 
firstly recorded as a note on this JOurnal Note Book. It is emphasised 
that this Journal Note Book merely makes a note of what has to be done -
it is not part of the double entry BOOK  KEEPING. When the note leas been 
made in the Journal Note Book then the entries to the relevant Accounts 
are. made exactly as written. 

The first six Journal Notes are those made in Example 31 and these 
are entered first and numbered again 	to 1 6 1  to provide continuity 
with that Example. The other Journal Notes in respect of Debts owing by 
The Organization, Debts owing to The Organization and Advance Payments 
are numbered 1 7 1 , 1St and 1 9 1 , respectively. 

Postings made to the respective Accounts from these Journal Notes 
are referenced on the Accounts ooncerned by the relevant Journal number 
i.e. "J1", "J2", etc. 

	

Debit 	Credit 

1. Stook Account 	 910.00 

Purchases of Books and Meters Account 	 910.00 

Being the value of Stook of . Books and Meters at 31st March now entered 
into the records. 

2. Wages Account 	 40.00 

Accrued Ekperres Account 	 40.00 

Being the entry of $40.00 wages due to Stilwell at 31et March. 

3. Electricity A000unt 	 35.00 

Accrued Expenses Account 	 35.00 

Heins the entry of the amount due to the Electricity Co. for tilt, 
 month of March. 
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Dom, 	Credit 
4. Prepayments Accounts 	 100.0Q 

Hates Account 	 100.00 

Being the recording of three months Rates prepaid for the months 
of April, May and June. 

5. Depreciation Account 	 25.00 

Furniture 	 25.00 

Being three months depreciation on Furniture written off to Income 
and Expenditure Account. 

6, Expense of Provision for Bad Debts 	 50.00 

Provision for Bad Debts 	 50.00 

Being 50% provision being made against debt due from Beal of 0100.00. 

7. Purchases of Books and Meters Account 
(i.e. Pubs Org) 	 1000.00 

Telephone Account (i.e. Telephone Co.) 	60.00 

Stationery Aocount (i.e. Godstone) 	00.00 

Furniture Account (i.e. Simons h Co.) 	250.00 

Sundry Creditors Account 	 1390.00 

Being entry of debts owing to euppliers at 31st March. (Note these 
details should be obtainable from the Monthly Bills Summery.) 

8. Sundry Debtors A000unt (i.e. Beal) 	100.00 

Sales of Training and Processing 
Account 	 100.00 

Being entry of Debt due to The Organization at 31st March. (Note: 
details of suoh debts owed to The Organisation should be available 
from the Statements maintained by the Department of Income.) 

9. Sales of Training and Processing Account 	500.00 

Payments in Advance Account (i.e. 
Speaks) 	 500 40 

Being adjustment for Advance Payments received at 31st March. 
Note that details of Advance Payments should be available from 
the Statements kept by the Department of Income. They will reflect 
as credit balances on the Statements. 

Now we list down all the balances as before to prove out the 
Arithmetical acouraoy of the BOOK KEEPING:: 
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Trial Balance 
Credit 

Purchases of Books and Meters 

Wages 

Rates 

Rent 

Electricity 

190.00 

120.00 

100.00 

250.00 

105.00 

Telephone 6.n.00 

Stationery 80.00 

Depreciation 25.00  

Provision  for  Bad  Debts 50.00 

Sales of Training and Processing 1,000.00 

Sales  of Books  and EeMeters 330.00 

FUrniture 475.00 

Bank Account 2,180.00 

Sundry  Debtor 100.00 

Provision for  Bad Debt 50.00 

Stock 910.00 

Prepayments 100.00 

John 'Smith Capital Account 1,400.00 

Sundry. Creditors 1,390.00 

Accrued Expenses 75.00 

Advance  Payments 500.00 

4,745.00 4,745.00 

Both  sides of the  Trial Balance are the same and so the Arithmetical 
accuracy  of the BOOK  KEEPING  is proven. 

As before  all  those Accounts  above  the  line  go into the  Income  and 
Expenditure Account and, upon placing  them into the Income and Expenditure 
Account, they  are  permanently  closed off by the entry "Transfer  to  Income 
and  Expenditure Account".  You  will observe  that  the relevant  Accounts are 
closed off  in this fashion already  but you should  be aware that  this entry 
is made  after  the above Tritl Balance and when entering the figures onto 
the Income and  Expenditure  Account. 

Those figures  below  the line go onto the  Balance  Sheet as before; 
further the Profit of X350.00 as shown on  the  Income and Expenditure 
Account below is  carried  down  to  the Balance Sheet. 
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This profit is owed by The Organization 
and so it is added or credited to the amount 
Organization. 

This action of bringing the Profit from 
Account to the Balance Sheet is described by 
This would be Journal NOmber 1 10/. 

Income and Expenditure Account -.  

to the owner - John Smith 
already owed to him by The 

Income and EXpenditure 
the following Journal Note. 

Debit 	Credit 

350.00 

John Smith - Capital Aocount 	 350.00 

The debit entry reflects the debit entry on the Income and 
Expenditure Account made when striking the balance of profit. 

The credit entry is made to the Account of John Smith. This entry has 
been made already to John Smith's Personal Account in the Example above but 
you should be aware that the time of making the entry is after the Trial 
Balance. It is the final entry made when the Balance Sheet is balanced. 

Thus the balance shown as owing to John Smith an the Trial Balance is 
$1400.00. Then, on completion of the Balance Sheet and the establishment of 
the profit of $350.00, the above Journal Note Noe 10 is made and the 
credit entry of $350.00 is made to John Smith's Personal Account. This makes 
the balance owing to him $1750.00 in &mordant)e with the Balance Sheet. 

The Income and Expenditure Account and Balance Sheet is set out below 
and you. will observe that they are exactly the same am shown in Example 31. 
This demonstrates that the use of Abbreviated BOOK KEEPING plus full roma 
BOOK KEEPING for outstanding transactions at the end of the Pinanoial 
Period does produce the correct result. 

John Smith  

jriciafte and Exrenditure Account  
three months to 31st March 

Purchases of Books end 
Meters 1100.00 

Sales of Training and 
-.Processing 1000.00 

least Stooks 910.00 

190.00 

Wages 120.00 Sales of Books and Meters 330,00 

Rates 100.00 

Rent 250.00 

Electricity 105.00 

Telephone 60.00 

Stationery 80.00 
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Depreciation 	 25.00. 
Provision  for  Bad Debts 	50.00 

Profit for the Period 
	

350,00 

	

1530.00 
	

1330.00 
0101111110.11■11/1111111111.01 

31st March 

ge101111101010•00.1IMIONs 

1400,00 

350 6 00 

Assets 

475.00 
2180.00 

Liabilities 

Furniture at cost 	500,00 
Lose; 

Depreciation 	am 
John !lath Capital Account 

- Balance. 

Add: Profit Balance at Bank 

Sundry Debtor 	100.00 1750.00 

Less; Provision Sundry Creditors 1390.00 

for Bad Debts ....2.192 Accrued Expenses 75.00 

50.00 Advance Payments 500.00 

Stook 910,00 

Prepayments 100,00 
Aorevorm00.00roo .111.1111111WYMMIONNIMM 

3715.00 3715.00 

 

   

   

POLIO ..........ajatakdamt........417E 	 LETTER 	 "ACCOUBT 
1ES 	"HOW TO DO FINAL ACCOUNTS" 

marilsg  "ACCOUNTS"  

If you examine the 'Narking Papers" for Income and expenditure 
Account  and Balance Sheet in the above  Policy  Letter of 10th October you 
will  observe  that the various "Accounts" shown are, kept horizontally 
across  the  page and produce their final balance to the right hand  side of 
the  page  in the 'Final Figures' column. 

This is different to the methods shown  in thin Policy  Letter  where 
each "Account" has•been kept in vertical  fashion.  That  is  to say that 
all the debit entries have been listed down the left hand l eide of  the 
"Account" and all the credit entries have been listed down the right hand 
side of the "Account", 

H.C.O. Policy Letter of 10th October. above. keeps the "Aocounts" 
horizontally because this is more convenient administratively but you 
should be aware that it produces exactly  the  same result as though 
each Account was kept in vortical fashion. If you follow any of these 
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"Accounts" across the page you see that the entries indicated are either 
"debit" or "credit". And if you took all  the  . "debit" entries for any 
"Account" shown and listed them vertically down the left hand side of a 
page and then listed all credit entries for that "Account" down the  right 
hand side of the same page, and then struck the balance,  you  would find 
yourself with the same result as that shown in the "Final Figures" column. 

A BALANCE SHEET FOR THE UNITED KINGDOM AND COMMONWEALTH  

As explained in this Policy Letter a Balance Sheet lists Assets  on 
the left hand or debit side and lists Liabilities on the right hand or 
credit side. 

This is of course completely correct and logical since this reflects 
the exact manner in which such Assets and Liabilities are recorded in the 
respective "Accounts". Assets are debit balances and Liabilities are 
credit balances and the Balance Sheet should simply record this. 

It is therefore completely illogical to find that Balance Sheets 
prepared in the U.K. and the Commonwealth esually list Liabilities on 
the left hand or debit side and list Assets on  the right hand  or credit 
side. 

This is something which has grown up by custom over the years and 
the writer is not aware of any logical reason for it. But because of this 
custom you will find that the Balance Sheet shown in  the  above Policy 
Letter of 10th October does list Assets on the right hand  side and  lists 
Liabilities on the left hand side. 

However there is no need to be confused by this illogicality of 
English custom. Just realize that Assets are  debit .  balances and should 
be on the left hand side and that Liabilities are credit balances  and 
should be on the right hand side. 

And you have the writer's full  permission  to  produce  a Balance  Sheet 
in  a logical manner - with Assets  on the  left hand  side  and Liabilities 
on the  right hand side - and to  completely  disregard  this  illogical 
oustom. 

The Americans do this correctly anyway and any  U.S.  Balance Sheet 
is produced logically with Assets on the left  hand  side  and  Liabilities 
on  the  right hand side. 
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