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: Wo now go back to Example 31 and oomplete the same Inooms and
Expenditure Acoount and Belance Sheet by the use of abbreviated BOOK

In preparing this Income and Expenditure Acdount end Balance Sheet
ateps A to I, as listed sbove, are carried out in the following fashiom.

Step 4.

We firstly enter up the Bamk Acoount exsotly as before. Then we
oomplete thé double entry BOOK KEEPING for each item of Income and each
item Disbursed by posting to the appropridte Impersonal Account - or to
the appropriate Personal Acocunt where this is relevant,

It should be noted that in this Example esch item of Income and
each item Disbursed is posted separately, This can conveniently be done
because the mmber of receipts and the rmmber of um"a digbursed are
relatively few,

Howsver in the nommal Soientology Organization the nwibers of
Receipts and the mmbers of Disbursements are messured in their hundreds
or thousands and it would thue cause & tremendous amount of BOOK KEEPING
to post each such item separately.

Thexefore to save all this unnecessary BOOK KEEPING it is fer
better to summerise all the Inoome items snd to summarise all the
Disbursement items into thair relevant categories before making the
postings to complete the double entry, In this way a tremendous amount
of BOOK KEEPING is saved, C

HeCo0, Polioy Letter of 10th October 1970, "ACCOUNTS, AUDIT SERIES
No. 4"; showas how this is donse,

This Poliey Letter shows that the receipts of Inoome are finally
broken down into oategories and summarised on the "Income Summary Sheet"
and that the items disbursed are finally dbroken down into categories and
pummarised in the "Sumnary of Disbursements®,

Thus bundreds or thousande of items of Income may be sumnarised
under some 10 to 19 cstegories on the Inooms Sunmary Sheet and then only
these 10 to 15 summary totals are posted,
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Similerly hundrefis or 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 totels are posted.

It is in this fashion that the amount of BOOK KEEPING is ocut down
tromendously,

Stege B to 1.

These are firstly recorded in the Journal Note Book and then posted
to the Accounts indicated by the Journal entries. And in this example
&ll the Journal Pntries are shown together on one sheet eince this is
the nbrmal way they would be recordsd, :

Imgersonal Accounts
Bank Account

i
{

'

21, 1lth Jan Able 300,00 13, 19th Jen E.G.U.D.Ce
22, 17th ® Books Sales 50,00 . ‘ates 200,00
23, 2lst " el 200,00 4. 3lst " Pubs Org On A/C\lO0.00
24. 3lst "  John Smith 150,00 1o+ " " Veges - Silwell 40,00
25, 28th Feb Besl 200,00 16+ 17th Feb Bigwood - Remt 230.00

: L 17. 20th " Personal Expenses
26, 12{b Mar Jemkins  260.00 Sty ® 00,00
2ls 1lth ©  Cutts 200,00 15, 26th " Vages - Silwell 40.00
28, 23th "  Sparke, 50000 19, 20th Mar Electricity Co. 70,00
20, 27th " Simons On A/C 250,00
3230, 00 N 1050, 00
31st Mar Balance 2180,00
323000 L 3230,00
3lst Mar Balance 2180.09
14, 31t Mar Bank A/C - 31st Mar J. 1 - Stocks 910,00
Pubs Org = 100,00 . " W Transfer o
" " J. T~ Income & -
Pubs 1000,00 Expenditure ,

/C 190,00
1100,00 110000

eSS
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15.

18,

13,

16,

19,

31lst Jan

28th Feb
31 Max

19th Jan

17th Feb

20th Mar

31st Mar

318t Mar

Weges Account

h . n‘w}ia; S apmew

31gt Mar Transfer to

Bank A/C
Stilwell 40,00
do 140,00
Jo 2
Stilwell 40,00
120,00
Rates Account
Bank A/C ‘ -
EGUDC 200,00 31st Mar
‘ " 1
" 200,00
Rent Account
Bank A/C 31st Mar
Bigwood 250,00
Flectricity Account
Bank A/C - 31st Mar
Electricity
Co. . 70,00
105,00

e

Telephone Acccunt

J.7 Telephone

Co., 60,00

D ——
T

31st Mar

Income &
Expenditure
A/C

Je4. Prepaid

Transfer to
Income &
Expenditure
A/C

Transfer to
Income &
Expenditure
a/c

Transfer to
Income &
Expenditure
A/C

Transfer to
Income &
Expenditure
A/C

120,00

120,00

8

100.

100.00

200,00

250.00

105,00

105.00

60,00
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31st Mar

315t Mar

-4 -
Stationery Account

JoT 31at Mar Transfer to

Godstone 80,00 Income
Expenditure
v

Dapseciation Account

Jeb5 31st Mar Transfer to

Furniture 25,00 Income &
Expenditure
A/C

Provision for Bad Debts = (Incomé and Expenditure A/C)

3lst Maxr

31st Mar

31lat Mar

" "

Transfer to
Income &

Am/xc)enditure

J.6 Re Beal 50.00 318t Mar

Sales of Books and Meters Account

Transfer to 22, 17th Jan Bank A/C -
Income & Book Sales
Expenditure
26, 12th Mer Bank A/C
a/c 330,00 e ins
330,00

Sales of Treining and Processing Account

J.9 Advance 2l 1llth Jan Able

Paynents 500,00 23, 21st " Beal

Transfer to :

Tnoome & 25, 28th Feb Beal

Expenditure 26, 1llth Mar Cutts

A/C 1000.00 55 29t w Sproke

31st Maxr J.8 Debt -

Beal

1500,00

80,20

25.00

50,00
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20, 27th Mar

3lst Mar

3lst Max

3lst Mar

R L . - P

ture Account

Bank A/C | 3let Max J.5
‘Simons. 250,00 Depreciation
J.7 Simons 250,00 " "
500,00
Balance

475.00

Provisjon for Bad Debts (Balance Sheet)

31st Mar J.6 Re Beal

Stock Aocom. t

31t Mar +J.4 ve

17, 20th Fed
31st Mar

Jel 910.00
nts |
Rates 100,00
2;1 g_ggm;l Aécgu_g!g.

John Smith - Capitsl Account

Bank A/C = 100,00 24, 31st Jan Bank A/C
Balance ' 1750.00 31st Mar J. 10

1850,00

31st Mar 'Balance

Sundry Creditors
3lst Mar J.7

Sundry Debtors

31st Mar J.8 = Beal 100,00

25,00
475,00

500,00

1500.00
350,00

1850,00

1750.00

1390000 )
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 3ist Mar J.2 VWages for

Stilwell 40,00

#" J.3 Kectrioity _
for March 35.00
75.00

Advance Peyments

Jo te Book

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

- The firat six Journal Notes are those made in Exemple 31 and these
are entered first and numbered again 1' to '6' to provide oontinuity
with that Example, The other Journal Notes in respect of Debts owing by
The Organization, Debts owing to The Organization and Advance Payments
are nmumbered '7¢, '8! and '9°Y, respectively.

Postings made to the respective Accounta from these Journal Notes
are referenced on the Accounts concerned by the relevant Journal number
i.,e, "J1%, "J2%, eta, .

-

Debit ait

.1". Stock Account o 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, VWages Account ’ 40,00

Accrued Expen-es Acoount 40,00
Being the entry of #40.00 wages due to Stilwell at 31st March,
3. Eleotricity Acoount : 35,00

Accrued Expenses Account 35,00

Being the entry of the amount due to the Eleotricity Co, foxr the
nonth of March,
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4. Prepayments Accounts 100,0C
Rates Account 100,00

Being the recording of three months Rates prepaid for the months
of April, May and Junse,
5« Depreciation Account 25,00

Furniture _ 25,00
Being three monthe 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 $100,00.

T. Purchases of Books and Meters Account

(1.e. Pubs Org) 1000,00
Telephone Account (i.e, Telephone Co,) 60,00
Stationery Account (i.e, Godstone) 60,00
Furniture Account (i.e, Simone & Co.) 250,00
Sundry Creditors Acoount 1390,00

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

80, Sundry Debtors Acocunt (1090 Be.l) 100,00

Sales of Training and Processing ‘
Account 100,00

Being entry of Debt due to The Organization st 3lst March., (Note:
details of such debts owed to The Orgenizastion should be available
from the Statements maintained by the Depertment of Income.,)

9¢ Sales of Training and Processing Account 500,00

Payments in Advance Account (i.e.
Spesks) 500.00

Being adjustment for Advance Payments received at 31lst March,

Note that details of Advance Payments should be available from

the Statements kept by the Department of Inocome. They will reflect
ag oredit belances on the Statements.

Now we list down all the balances as before to prove out the
Arithmeticsl acourscy of the BOOK KEEPINGs
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Trial Balance
~ Debit Credit
Purchases of Bocks and Meters ’ 190,00
Wages 120,00
Rates | 100,00
Rent ‘ 250,00
Electricity 105,00
Telephons 67,00
Stetionery 80,00
Depreciestion | 25,00
Provision for Bad Debts ' - 50,00
Sales of Training and Processing ‘ 1,000,CC
Sales of Books and E-Meters _ | 330.0C
Furniture ' 47500
Bank Account . . . ~ 2,180.00
Sundry Debtor | 100,00
Provision for Bad Uebt 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 fayments 500,00
‘ 4,745.00  4,745.00

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

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

Those figures below the line go ontoc the Balance Sheet us before;
further the Profit of SBS0.00 as shown on the Income and Expenditure
Account below is carried down to the Balance Sheet,
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Thie profit is owed by The Organization to the owner - John Snith =
and 80 it is added or oredited to the amount already owed to him by The
Organizetion, :

This action of bringing the Profit from Inocome and Expenditure
Account to the Balance Sheet is described by the following Journmal Note.
This would be Journal Number *10f,

Debit Credit
Income and Rxpenditure Account - 350,00
John Smith - Capital Account 350,00

The debit entry reflects the debit entry on the Incoma and
Expenditure Account made when striking the balance of profit,

. The oredit 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 efter the Trial
Belance, It is the finsl entry made when the Balance Sheet is balanced.

Thus the balance shown as owing to John Smith on 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 No ! 10 ' is made and the
oredit entry of $350.00 is made to John Smith's Parsonal Account. This makes
the balance owing to him $1750,00 in aocordance with the Belance Sheet.

The Income and Expenditure Account and Balance Sheet is set out below
and you will observe that they are exaotly the esame as shown in Example 31,
This demonstrates that the use of Abbreviated BOOK KEEPING plus full foxmal
BOOK KEEPING for outstanding transactions at the end of the Finanoial
Period does produce the correct result, :

John Smith
9 Expenditure Aocount
For the three months to Jlet March

Purchases of Books and . Sales of Training and
Meters 1100,00 .. Processing 1000,00
Less; Stooks 910,00
190.00
Wages 120,00  Sales of Books and Meters 330,00
Retes 100,00
Rent | 250,00
Blectricity , 105,00
Telephone : _ 60,00

Stationery 80,00
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Depreciation ' 25,00
Provision for Bad Debts 90.00

Profit for the Period . 350,

8

1330,00 ' | 1330,00

Balance Sheet at 3lst March

Asgets ' © Liabilities
Furniture at cost 500,00 Joehn Smith Capital Aceount
Lesst
Depreciation _ 25,00 475,00 - falance 1400,00
Balance at Bank 2180,00  A&ds Profit 290,00
Sundry Debtor 100,00 | 175000
for Bed Debte __50,00 Accruad Expenses T75.C0
: . ' 50,00 Advance Payments 500,00
Stock 910,00 |
Prepeymente - 100,00 '
3715.00 3715.00
FINAL NOTES - REFERENCE HCO POLICY LETTER of JOth Qotober, “ACCOUNTS

AUDIT SERIES No, § “HOW TO DO FINAL ACCOUNTS"

KEEPING QF "ACCOUNTS"

If you examine the "Working Papers" for Income and Expenditure
Account and Balance Sheet in the above Policy Letter of 10th Oetobar you
will obgerve that the various "Accounts" ghown are kept horizontally
across the page and produce their final balance to the right hend side of
the page in the YFinel Figurce® column,

This ies different to the methods shown in thisy Poliecy Lettor where
each "Account™ has been kept in verticel fashion. That is tc say thet
all the debit entriss have been liated down the left hand ‘side of the
“Acocount" and all the credit ontrics have been listed down the right hang
side of the "Account",

H.C.,0e Policy Letter of 10th October, above, keeps the "Accounts"
horizontally because this is more oonvenient administratively but you
should be aware that it produces exactly the same result as though
each Account was kept in vertical 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
"Aocount" 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" columr.

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, o

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

It is therefore cémpletely illogicel to find that Balance Sheets
prepared in the U.K. and the Commonwealth nsually 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 reamson for it, But because of this
custom you will find that the Balance Sheet shown in the above Policy
Letter of 10th Octobexr 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 sidec,

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 disregsrd this illogical
oustom,

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



HCC PL 14.11.70 - 12 -
Igeue IX

Derek Field
Accountant WwW

for

Denny Gogerly
Treasurer W

for

Herbie Parkhouse
D/Guardian Finance W

for

Jans Kambar
The Guardian Ww

for

Mary Sue Hubbard
The Controller

for

Le RON HUBBARD
FOUNDER

LRHtMSHs JKsHP 1 DG D int
Copyright @ 1970

by L. Ron Hubbard

ALL RIGHTS HESERVED



	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12

