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It is a common complaint that, in many primary co-operatives, the
standard of book-keeping is poor. The need has long been
recognised for a basic, simplified system of book-keeping, for use in
primary co-operatives in developing countries, in order to help
improve that situation. The system described in this manual has
been specially designed to meet that need. It makes no claim to be
revolutionary, nor to advocate new techniques. On the contrary, it
is based on customary double-entry practice; its only claim is that it
1s simple and that it works, and can easily be adapted to meet
particular local requirements.

The system was originally introduced in Botswana, where it has
been extensively field-tested and used for many years, with
considerable success. In 1970, the British Ministry of Overseas
Development, in association with the Intermediate Technology
Development Group (ITDG), published three manuals based on the
system (one each for Consumer, Marketing, and Thrift and Credit
Co-operatives), which have been widely distributed and used in
several countries. The ILO International Centre for Advanced
Technical and Vocational Training at Turin used these manuals for
the book-keeping sections of their Co-operative Management
Training Courses. The original manuals have now been substantially
revised, to make them more suitable for training purposes, and
reissued as CEMAS/ICA publications. A fourth manual, for
Industrial Co-operatives, has been added to the original series.

The purpose of book-keeping is three-fold:

1 to maintain an accurate financial picture of the business, in such
a way, that the state of its finances can be simply, clearly and
accurately revealed at any time;

2 to make it possible for the accuracy of the accounts to be
quickly checked, to avoid errors or fraud;

3 to serve as a management tool by providing the information
required for decision-making and for planning future activities.

This system satisfies those criteria and, in doing so, takes account of
the circumstances within which it has to be used, and of the essential
need for the book-keeper to know what he is doing and why he is
doing it. The intention is to provide a system which, while fully
adequate, in terms of good book-keeping practice, does not make
unnecessary demands on the user’s time, ability and comprehension.

The manuals have been so designed as to serve both training and
operating purposes. They may be used as handbooks for co-operative
teachers, as textbooks for students attending training courses, and

as working manuals for on-the-job guidance of secretaries and
book-keepers. They will be found of most value wherever training
courses, based upon them, are provided, and where, after the courses,
students are encouraged to use them on return to work.
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NOTE FOR TEACHERS

This manual describes a book-keeping system concerned with the
maintenance of ledger accounts up to trial balance stage. In the
final sections, a brief description of control systems and preparation
of final accounts is given in order to complete the sequence of
operations up to that stage, but these are deliberately not described
in detail.

As a follow-up to the present series, CEMAS/ICA is producing a
more advanced manual on Co-operative Accountancy, which extends
the system to the stage of preparation of final accounts and

budgets, to meet the needs of larger co-operatives.

When the manual is used for training purposes, it will normally be
desirable for the teacher to prepare and use his own exercises
(additional to the three in chapter 7, on page 37), and particularly
so when it is necessary to adapt these to the specific requirements of
local practice.
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1.1 The consumer co-operative book-keeping system

The book-keeping system described in this manual has been prepared
for use by consumer co-operative societies, or other primary
societies with a retail outlet. This system uses the double-entry
method of book-keeping applied to the columnar form of accounts.
All the entries for the financial transactions are posted into a
working ledger and all the accounts are controlled in the main
ledger.

1.2 Objectives and operations of consumer co-operatives

The objectives of consumer co-operatives will normally be stated in
their by-laws. Basically they strive to ensure that their members
obtain the right consumer goods, at the right places, at the right
times and at the right prices.

Their main function is to bulk-buy consumer goods and resell them
to their members. Members own and control their own business
which operates in their service. The business operations are
financed from funds obtained from members, from funds borrowed
from outsiders, and by making use of credit facilities available from
wholesale suppliers. The co-operatives trade as efficiently as
possible to cover at least the costs of their operations and to
provide for reserves to give financial stability to their independent
co-operative enterprises.

Traditionally when any net surplus remains, rebates are made to
members in the form of a limited interest on shares and as a bonus
on their purchases from their society. As co-operatives build up
funds and business skills, they develop and expand to provide a
wide range of goods and services to their members. These
developments stem from good co-operative business practices,
controlled by the use of good book-keeping systems.



1.3 The book-keeper's job

This manual is about the work of the book-keeper and how this work
can be used in the control of the co-operative business enterprise.
The duties of the book-keeper will include:

(a) keeping complete and accurate records of every financial
transaction in which the society is involved;
(b) checking the accuracy of these records at regular intervals;

(c) preparing final accounts and a balance sheet at the end of
every financial year, ready for audit and later consideration by
the members;

(d) preparing reports for the committee on the financial position
of the society during the financial year.

1.4 Importance of book-keeping

Book-keeping control of the operations of a society is essential. The
members are the owners of the society. They need to know how
their business is doing and how their funds are being used. The
members elect a committee to direct and control the affairs of their
business and a manager is appointed to control the day-to-day
operations. This committee and the manager need information on
the operations of the society to be able to make decisions and to
take managerial action. It is essential that the information required
by the members, committee and manager is complete, accurate and
up-to-date. The book-keeping system in use must therefore show:

(a) How much the society owes (its liabilities).
(b) How much the society owns (its assets).

(c) Whether the society has financial stability and is able to pay its
debts as they arise.

(d) Whether the society is operating efficiently, covering its costs
and providing a net surplus.

All societies therefore need to keep books of account so that they
can provide the members, the committee and the manager with the
information they need. In most countries there are laws which
require that co-operatives keep proper books and records. This
underlines the importance of a book-keeping system.

The system described in this manual will meet the needs of members,
committees and managers. The examples in this manual will be
related to a society with only.one trading outlet. However, the basic
system, using the working ledger and the main ledger, can be
expanded to meet the needs of societies which have several branches.
Each of these branches would keep a working ledger, from which
postings would be made to the main ledger of the society in which
all the accounts would be consolidated.
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2.1 Double entry system

Book-keeping is concerned with correctly entering permanent written
records of financial transactions into the books of account of the society.

A financial transaction arises in the course of business, when there is a
transfer of money, or something having a money value. Examples will be
considered later when the working ledger is examined.

In every financial transaction there are two aspects. There is the
imparting {giving) of the benefit transferred and there is the
recewing of this benefit. This imparting and receiving takes place
between the accounts in the books of the society.

The double-entry system of book-keeping is used to record this
transfer between the imparting account and the receiving account.
In this system, details of the money, or money value, of the benefit
transferred are recorded twice into the accounts of the society.

The account which imparts or provides, is credited (CR) and the
account which receives is debited (DR). For every credit entry there
must be a corresponding debit entry and vice versa, for every debit
entry there must be a corresponding credit entry. When there has
been corresponding postings made into the books of account, they
will balance. The debits will equal the credits.

The balancing of the books is similar to the balancing of a beam-
scale. When the goods in one pan of the scale are the same weight as
the metal weights in the other pan, the scale will balance.

2.2 Trial balances

The book-keeper can check that the books balance by the
preparation of a trial balance. These are statements prepared after
the posting of the debit and credit entries has been completed for a
given period. They show the list and total of all debits and the list
and total of all credits. Since all entries of any financial transaction
are recorded twice, once as a debit and then correspondingly as a
credit, the total of all debits on the trial balance must be the same
as the total of all the credits. If these totals do not agree with one
another, then an error has been made. The book-keeper must then
check all the additions and all the postings, for a trial balance must
balance.

The book-keeper will be concerned with two trial balances:

1 Working ledger trial balance

The working ledger (Example 1, page 6), contains the debit and
corresponding credit entries for all the financial transactions. These
entries are made as they arise into the records of original entry. At
the end of every week they are posted into the working ledger from
these records. The working ledger is closed off and balanced every
week after these postings have been completed. This is checked by
the preparation of a trial balance of all the debit and credit totals of
entries to be made from the working ledger into the main ledger.
Example 1 (page 7) includes a trial balance.

2 Main ledger trial balance

The main ledger (Example 2, page 8) contains the balances on the
various accounts of the society. After the debit and credit entries
are made from the working ledger, the new balances on these
accounts in the main ledger are ascertained. Then a trial balance of
all the debit and credit balances in the main ledger will be prepared
to check that the main ledger balances. Example 16 (page 29) shows
this type of trial balance.



2.3 Records of original entry

The essential books and records used in this book-keeping system are
outlined in the sections which follow. The entries to be made in
them flow from the initial entries made into the records of original
entry. These entries are made immediately the financial transactions
occur. They become the source of postings to the ledgers. In the con-
sumer co-operative the following records of original entry are used:

(a) Receipt books (Example 6, page 13)
(b) Payment vouchers
(c) Invoices (Example 9, page 16) and credit notes

(d) Cheque-books, bank paying-in books and the bank statements
for bank charges

(e) Cash sales receipts (Example 10, page 18) and cashing-up slips
(Example 11, page 19).

Generally, either these primary documents can be specially printed,
or standard books, which are available from most stationers, can be
adapted to meet most local needs. They should be numbered
consecutively and new documents should be kept locked away to
ensure they are controlled.

Entries obtained from the exercises on page 37 have been used to
illustrate the posting of the ledgers, forms and records used as
examples in this manual. In the books of a society, individual
transactions are posted into the records on the dates on which they
occur.

2.4 Working ledger: Example 1 (pages 6-7)

This ledger combines the functions of the traditional cash book and
the journals. It is a summary ledger. Details of all the financial
transactions of the society are posted from the records of their
original entries into the working ledger. This is kept on the double-
entry system, so that for every debit entry (DR) thereisa
corresponding credit entry (CR).

This ledger is a columnar cash analysis book which can usually be
purchased from the local book-shop and the headings are written in
by the book-keeper as required. Two separate columns, one for
debit entries, the other for credit entries, are kept for each type of
account. The number and type of separate accounts kept by a
society will depend upon its own particular needs and circumstances.
However, our example shows the typical accounts which need to be
kept. To avoid opening many columns for accounts which are not
often used, two separate columns can be opened, headed ‘Other
Accounts’ and entries for these infrequent transactions can be
posted into these columns. They are posted separately into the
accounts concerned in the main ledger.

As entries are made into the working ledger from the original
records they show the date of the transaction, the details and any
reference number from the original entry. Then the appropriate
debit and credit entries are made into the columns provided. All
this information is shown on the same line for each transaction. At
the end of every week the working ledger is closed off and balanced.
The totals of the debit and credit entries then to be posted to the
main ledger are first checked by the preparation of a trial balance
(see Example 1, page 7).

The working ledger, shown in Example 1, has been posted from the
summary of the financial transactions for the whole of 1975 and all
of these entries are dated as December 31 (see Exercises, page 37).
When used in a society, the working ledger will have daily postings
and it will be closed off, totalled and balanced every week.



Oicu®
<15
T>ec.

Example 1

| CoilL
02 c/2

IHJ4 SULpla< 30

J)etEU/C

=T

Trans'™ tfj
inudceA CAO-dSsn
ChLtyjuL © CAjLdUbsn
Ca™h, ctiicoanii
Caxk. Sall/lu

CMidk SaJLi C oLitfian

Cajk, aUhtirs tthO
6<ut aUibU N

CxiU.  boMitJIri-

8a.nle.

CMIXUHtsn
19510

20300

 I?agianaM Unxayi.

CfoocU ufed- -“rr cUjl/i*Un®
5QAL CyvLtUhu&Tm
SkaJkJL.
2>"osii=" 400
2>eposit i*i.te\aib
Deposit  {xu'ikdjOijMIL
C47k™ Skoltajei 30
Cmk. Oi>et 20
£xjae*t" pardk Im GXU «00
Expema® pOjJi avagis

_ToTeiLS TO MniN LehCrEK. 2/360

flccouiut KO /

1000

th hg'u® fe ‘treldun” aCEout\b

~Ortc

StocMA
to ejnd.
PMjCiJuiMii : goOcU ir§jc/iXu~e<L not mxjo tcac” (trad <  OICOU
H J » .. Chatkno!.
tVAQCA e clecruadl - iraoUn”™  ocotukd:
" - ba-Ulncz. sUjzalt
P opefdt" ejtpe"At: pAtLptud, account
" —Dbaiojice,
m dolAe” - tvaotiVi® txcouni
pAQUISIO)N- ttaNiar'd SKiejii-
auu oWMerecoll. N
TOTFILS 773 mfilN t-BhGeit
[?cc"gK™ nQ

D&FUKVECL.

3. 6k 3 PuKckgynii
xe cn Die- CR
lioio
\%s00
20300
30
SO
10
0O
191
20300 mai i-ioio 10
3Jfo
3H-0
3ito KY{)

U Sal£j>
ne. ce.
/<%0
500
20010
10
10

30

30

WO0/21CIN& 4LE1

Weizk.no Sx  Bii\dxyL® 31 X)e.cambej®

m s
6 vJoae” s 0yu2>"ex
JE as m M
€ ) | ae Cle
350
20
30
10
Uo
210
530 210
0 bl 90
20 570 i-n 460
SO
o)
30
30
10
10 SO 30 30



Thia.L baUiyct



2.5 Main ledger: Example 2 Example 2(a)

In this example the accounts are shown together. In the main ledger
of asociety a separate page is kept for each account as shown in
Example 2(a). Since they are posted from the working ledger, these

1 CASH fICCOUNT (i\. mcUn.

accounts will be kept in the main ledger in the same order as they are Onti. iefcaU. M CE %oda-nuL_.

kept in the columns of the working ledger. The pages kept for each m s no A

account are numbered consecutively and contain columns for the date, . A ' ] )

the details, the reference number and then three additional columns. 1 Gajjtnct, “ism SdlnQL-SdvE Ve lo 00
7 Enbuti 'iJaddg 2 2000 to IOM 4970

In the first of these three columns debit entries (DR) are posted. In the
second column the credit entries (CR) are posted. The third column - U f k ¥ 9 221,56 20140 6b M 2m- 00

contains the running balance, prefixed to show whether it is DR or CR. - a » 5 2/7650 2396 00 e 2I* 20
At the end of every four weeks the DR and CR balances in the main = $ " » 3 n 11140 29 Je 20 30
ledger are separately listed on a trial balance, shown in Example 16, .

(page 29). This checks that the main ledger balances. Also at the Ali. so K 1 D2z Uo 00

end of every four weeks, after this trial balance has been prepared, 8 3i (\?Aek to bakncs. sW-fc 40 00 This example shows the
the monthly report to the committee shown in Example 19 (page 31) cash account, included ir
is prepared. At the end of the financial year the trading account for Example 2, as it would

o~ Lo . appear on its separate
the year, together with the surplus disposable account and balance Jul. 1 Solay'Ci, *(m. hfar<d. siteal i M 40 00 pgge in the mai:,) ledger

sheet, all shown in Example 21 (page 35) will be prepared. 1 of the society.
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2.6 Members' share and deposit ledger: Example 3

10
20000

Within this ledger a separate page is kept in share number order, for
each member. These records can also be kept in a loose-leaf ledger
or on cards, with a separate page or card being kept for each
member. The share and deposit transactions are posted to this
ledger from the details of their original entries, after these have

Example 3
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been posted to the working ledger. At the end of every four weeks
the individual balances for shares and deposits are separately add-
listed. The resulting share total then has to be agreed with the CR
balance for shares in the trial balance of the main ledger. The
resulting balance for deposits is agreed with the CR balance for these
in this trial balance.
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Example 2 continued



27 Creditors' ledger (accounts payable): Example 4
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Creditors are suppliers who are owed money by the society for
goods or services supplied on credit terms to the society. In this
ledger, arecord of the transactions of the society with these
individual suppliers of goods and services will be kept. A separate
page will be opened for each of these suppliers. These pages will be
kept in surname alphabetical order.

These pages contain columns for the date of the transaction, the
details and reference number. There are also three other columns.
The first column is used for debit entries (DR) for cash paid,
discounts allowed to the society, and credit notes. The second is
used for credit entries (CR) for invoices. The third column shows
the running balance, prefixed DR when there is a balance due to the
society, or CR when there is a balance due to the supplier. Postings
are made to this ledger from the original records after their details
have been posted to the working ledger.

At the end of every four weeks the balances in this ledger will be
add-listed to produce the net credit balance (CR) due to suppliers.
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This total is then agreed with the CR balance for creditors shown
in the trial balance of the main ledger at that date.
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2.8 Debtors' ledger (accounts receivable): Example 5

Debtors are customers of the society who owe money to the society.
The society will generally obtain immediate cash for sales of goods.
Sometimes limited credit terms may be allowed (for example, to
welfare or similar organisations trading with the society). Any credit
terms given must be authorised in the by-laws. The balances due
from debtors will be kept as low as possible.

The debtors’ ledger contains separate pages for each customer who is
given credit by the society. Each page contains columns for the date,
details and reference number. There are also three other columns.
The first column is used for debit entries (DR) for invoices issued

by the society. The second is used for credit entries (CR) for cash
received, and credit notes. The third column shows the running
balance, prefixed DR or, where the society owes money to the
customer, prefixed CR.

Postings are made to the accounts in this ledger from the original
records, after their details have been posted to the working ledger.
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At the end of every four weeks the balances in this ledger are add-
listed to produce the net debit (DR) due to the society. This is
agreed with the balance for debtors shown in the trial balance of the
main ledger at that date.
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2.9 Other books and records

There are other books and records in use in the society, in which are
entered the numerous details connected with the business operations
and controls. These will be outlined when the accounts are
considered later.

2.10 Other book-keeping terms

Book-keeping is a technical subject. Technical book-keeping terms
are used in this manual as follows:

(a)

(b)

(c)

(d)

(e)

(f)

Financial, or accounting, period

The financial period is the period of time covered by the final
accounts. This period is often of one year, ending on a date
stated in the by-laws of the society.

Final accounts

These are prepared at the end of the financial period. This
consumer co-operative uses two final accounts.

Trading account

This is one of the final accounts. It is a summary of all of the
income and expenditure for the financial period. This
summary reveals the surplus or loss.

Surplus disposal account

This account shows the proposed disposal of any net surplus.
It contains the recommendations of the committee on the
allocations for reserves, education, share interest and bonus.

The balance sheet

This is a list of the liabilities and the assets of the society on a
given date. A balance sheet is prepared after the final accounts
have been completed at the end of the financial period.

Surplus and loss

The income of the society is earned from the sale of goods. The
expenditure includes the cost of purchasing and selling the
finished goods. There is a net surplus when income 1s greater
than expenditure. There is a net loss when expenditure is
greater than income.

(g)

(h)

(1)

Liabilities and assets

Liabilities show what the society owes. They include members’
shares and deposits, reserve funds, surplus not distributed, and
balances owed to creditors.

Assets show what the society owns. They include land, buildings,
fixtures, fittings, stocks, investments, cash, and balances owed
by debtors.

Fixed assets are held permanently to be used to earn income
and include land buildings, fixtures and fittings.

Interest and bonus

Interest is that part of any net surplus which is distributed to
members in relation to their share capital. In some countries
the term dividend is used instead.

Bomnus is that part of any net surplus distributed to members in
relation to their trade with their society. This is sometimes
called patronage refund.

The auditor

The auditor is a skilled accountant whose responsibility it is to
check and verify the accounts of the society at the end of the
financial year and at any other time as the registrar of co-
operatives may consider necessary. The auditor is independent
of the society and reports to the registrar and the members.

Internal auditors, where they exist, are elected under the by-
laws by the members at their Annual General Meeting. They
are elected to conduct regular checks for the members on the
books, assets and activities of their society. They report to the
members at the Annual General Meeting.
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The working ledger is shown in Example 1, (pages 6-7). This ledger
is posted at the end of every week from original records which are
made immediately the financial transactions occur. The entries
posted in this ledger are outlined as follows:

3.1 Cash account

(a)

(b)

(c)

Security

Cash must be handled with the utmost care and, wherever
possible, only one person should be responsible for receiving
and paying all cash. This person should not also be the book-
keeper. At all times cash, other than that which is in use in the
cash register (till), must be placed in the safe. The safe must be
kept locked and only the person instructed by the committee
should hold the key.

The cash in hand should be checked from time to time by the
committee and by the internal auditors appointed by the
members. The auditor appointed by the registrar of co-opera-

tives will also check the cash in hand on his visits to the society.

Apart from the cash float, or other cash held to make
expected payments, all cash should be banked as soon after
receipt as possible. The cash float is a set sum held back in the
store for change.

Cheques recetved

For book-keeping purposes all cheques, postal orders or money
orders received by the society are treated as cash. Cheques
should only be accepted if prior arrangements have been made
with the manager of the society. Generally, cheques bearing a
date in the future (post-dated) should not be accepted.

Cash receipts

A receipt similar to Example 6 must be issued whenever cash
is received.
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Example 6

CASH RECEIPT

Number: /5

The receipt will show the following details:
Cash receipt number
Name of co-operative society

Name of person paying the cash

Amount of cash received in words and figures

1
2
3
4 Purpose for which cash is received
5
6 Date cash received

7

Signature of person receiving the cash

Usually the receipt is made out in duplicate using carbon
paper. The top copy is issued to the person paying the cash.
The bottom copy is kept by the society as the record of
original entry from which the working ledger will be posted as
follows:




Date .............. received

Detail ............ from receipt book

Refno .......... receipt number

DR ... debit cash account — with amount
received

CR ... credit imparting account eg debtors,

shares or other imparting account
with amount received

(d) Cash payments

A receipt must be obtained, or a payments voucher be made
out, in support of all cash paid out. These will contain similar
details as shown in Example 6. On the receipt, or payments
voucher, the person receiving the cash from the society will
sign his name. From the receipt or payments voucher, which
forms the record of original entry, the working ledger is
posted as follows:

Date ............ paid

Detail ........... from receipt or voucher obtained

Refno.......... receipt or voucher number

DR ... debit receiving account ie bank,
expenses or other receiving account
with amount paid

CR oo credit cash account — with amount

paid

3.2 Bank account

(a) Current account

A current account should be opened at the nearest bank. The
bank will issue a paying-in book and a cheque book after they
have received a copy of the resolution of the committee to
open the account. The committee will also inform the bank of
the officers who are authorised to sign cheques on behalf of
the society. The bank will require specimen signatures from
these officers. The person appointed to handle the cash of the
society will make the deposits to this current account at the
bank.
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(b) Bank deposits

(c)

A page in the bank paying-in book is made out in duplicate and
the cash is taken to the bank. The bank will keep the top copy
and will stamp the bottom copy as the receipt for the society.
From this record of original entry, entries to be made into the
working ledger are:

Date ............ taken to bank

Detail ........... from the paying-in slip, stamped and
receipted

Refno ......... number of paying-in slip

DR ... debit bank — with amount deposited

CR . credit cash — with amount deposited

Bank payments

Payments will be made using cheques from the cheque book,
which should be kept locked in the safe. The book-keeper will
present the bills to be paid to the manager who should make
out the cheques. The officers of the society authorised to sign
the cheques should do so only after they have compared the
cheques with the bills for payment. The cheques are sent off
to the creditors concerned. The working ledger is then posted
from the cheque book stubs as follows:

Date ............. of cheque as shown on the stub
retained in the cheque book

Detail ........... name of creditor (payee) from the
stub

Refno ........ number of cheque

DR ... debit payee — creditor or other
receiving account with amount of
cheque

CR . credit bank — with amount of

cheque



(d) Bank statements and reconciliation statement

From time to time the bank will send a statement showing all
transactions posted to the account of the society by them,
together with the used cheques. When these are received the
following procedure is undertaken:

1 The balance to begin on the statement is checked to
ensure that it is the same amount as shown on the previous
statement as the balance to end.

2 The cheque entries on the statement are ticked (/) to ensure
that all cheques posted on the statement have been enclosed.

3 Items remaining as withdrawals on the bank statement, if
any, are for such items as commission and interest as will be
seen by checking the prefix number of the posting with the
number code shown at the bottom of the statement.

4 These bank charges are added and the total is posted to the
working ledger as follows:

Date ............. posted to working ledger

Detail ............ bank statement — charges
Refno......... number of bank statement

CR ..o credit bank

DR ... debit other expenses — bank charges

5 When this entry and all entries in the working ledger have
been posted to the main ledger, the last balance shown on
the bank statement has to be reconciled with the last
balance shown on the bank account in the main ledger (see
Example 7 below).

6 Cheques are sorted into their numerical order and ticked
against the entries which were made in the working ledger
when the cheques were drawn.

7 Deposits as shown on the statements are ticked against the
entries which were made in the working ledger when the
deposit was made.

8 The bank columns of DR — deposits, and CR — payments,
now show ticked entries, indicating that they have been
posted by the bank to the statement.

9 The reconciliation is then prepared as follows:

Example 7
BANK RECONCILIATION STATEMENT
$
Balance n bank o bank stateneont 2610150
ADD ala,,oos'.,t:\ n transc-
(da{:osib enknes in hJo;Jein..g (Ldgeh
not ticked as hauning beesw chaon
M bonk statement) __S00] 00
TOTAL 3110|550

LESS

(C/u?fquﬂ« enbries im uo/d&‘nﬁ le;?“

net ticked au l«adnj beon. shnon

o bamk Statemeut) 6ll | so
TOTAL - being balanca we baunk account m 2494/ 0o

Chequas nst prosemted

maon (aclju,

10 Where an overdraft (normally in red print) is shown as the
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balance on the statement, cheques not presented are
added and deposits in transit are deducted to produce the
balance on the bank account in the main ledger.

Overdrafts arise when cheques have been paid from the
account with the bank in excess of the funds held in the
account. The bank has then in reality made a loan to the
society. Overdrafts should first be arranged with the bank
manager. They should only be used for short periods since
the rate of interest charged by a bank for an overdraft is
very high.

3.3 Purchases
(a) Suppliers

The society will purchase goods for resale to members from
wholesalers, manufacturers or producers. Often primary
co-operatives come together to form a co-operative union which
acts as their main supplier. By consolidating their buying power,
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(b)

the primary societies, through their union, buy in bulk and
obtain better prices and terms than they could obtain when
buying alone.

Suppliers usually give credit terms to co-operatives after they
are satisfied that the society is stable and creditworthy. To
continue to enjoy these terms and to develop the confidence
of others in co-operatives, the society must ensure that it keeps
within the terms of credit granted, including the terms of
payment.

Most of the goods purchased for resale will thus be paid for
some time after delivery. Some goods will still be purchased for
immediate cash. For example, produce purchased from
producers for resale in the store is often paid by immediate
cash on delivery: DR purchases: CR cash.

Ordering and receiving goods

The manager should prepare the written orders to the suppliers
in duplicate. The order is signed by the manager and the top
copy is sent to the supplier.

Usually the goods ordered will be sent to the society with a
delivery note. The delivery note, sent by the supplier, shows
the quantity and description of the goods despatched.

When the goods are received at the society, they are checked
against the delivery note and the bottom copy of the order
kept by the manager.

Where, because of damage or short delivery, a credit is due
from the supplier, it should be claimed at once in writing. A
copy of the claim for credit will be kept by the manager. After
the goods, which have been delivered, have been checked and
accepted, their details will be entered in the goods received
book as shown in Example 8.

Where a society purchases goods from a few suppliers and
delivery notes are always received, these can be filed separately
and this file can be used instead of a ‘goods received’ book. In
particular, the delivery notes issued by a co-operative union
supplying the society can be filed separately and kept as the
‘goods received’ record for these supplies.
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Example 8

GOODS RECEIVED BOOK
Page no: 6
- r P R T —
Date | Supplier {‘ Descrip. | Quan. Cost ] Selling TDehveryT invoice ; Working
received | of of value  value note no no ledger
1975 | goods | goods page no
[ - f ]
Jan 2% Wholnaler) Barloy |2 Sacks | 1 loo| 1 lap| 160 | 262 14/2¢/i /75
Sugar |2Gu| (0%0| 12 lop
1noigo| 13 120
N I T ;
H b
0 I O O ]

(c) Book-keeping entries for purchases

The supplier will send his invoice showing the cost prices and
total value of the goods despatched. A typical invoice is

shown in Example 9.

Example 9

INVOICE

TO: Anywhere Consumer Co-op Society Ltd.
Main Street, Anywhere

Suppliers no: 147

FROM: Co-operative Wholesale Ltd, 1, The Docks, Anywhere.
Date: 1/2/75

Terms: net cash 7 days

Your order no: Date ordered: Date sent:
333 3.1.75 27.1.75
Number Description Price Cost
2 Sacks of barley 0.50 1.00
12 Cartons of sugar 0.90 10.80
TOTAL 11.80

Sou‘dg wmupur o 262




(d)

Since the cost of transporting the goods for resale to the society
will be directly recovered from their selling prices, any charges
made for transport will be treated in the same way as charges
made for the goods and will be debited to the purchases
account.

When the invoice for goods or transport is received by the
society, it will be given a consecutive number. The details on
the invoice will be checked against the entry made in the ‘goods
received’ book which was made when the goods concerned
were received. The entry in the ‘goods received’ book will be
marked off to show the invoice number and the date of the
entry made for the invoice in the working ledger.

When credit notes are received they too will be given a
separate consecutive number. Their details will be checked
against the bottom copy of the claim for credit, which will be
marked off to show that the credit note has been received.

From the accepted invoice, or credit notes, the working ledger
will be posted as follows:

Charges from invoices Credits from credit notes

Date ......... of invoice Date ......... of credit note
Detail ...... name of supplier Detail ....... name of supplier
Ref no ..... invoice number Refno ... credit note number
DR ......... purchases — with total DR ........... creditors — with total
cost value on invoice cost value on credit
note
CR ... creditors — with total  CR ........... purchases — with total

cost value on credit
note

cost value on invoice

After these entries have been made in the working ledger, their
details will be posted into the individual account of the
supplier kept in the creditors’ ledger. The invoices and credit
notes will be separately filed in their society number order
ready for audit.

Pricing
The cost price of the goods includes their purchase price as

shown on the invoice, together with their cost of transport to
the society, and any other direct costs charged, such as import
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(e)

duty. To calculate the selling price of the goods a mark-up is
added to their cost price. This mark-up is usually expressed as a
percentage rate of the cost price. The rates of mark-up to be
applied to cost prices will depend upon at least the following:

1 pricing policy of the society
2 local prices set by competitors
3 the estimated expenses of the society

4 the type of goods: quick selling items like sugar have a lower
mark-up than higher-priced, slower selling items like clothing.

The selling price will be calculated by the manager and will be
entered in red on the bottom of the invoice. The goods
concerned will be individually price marked with their selling
prices. Since delays in the receiving of invoices can occur,
selling price calculations are often made by using the
information shown on the delivery notes.

Payment for purchases

Where goods for resale are purchased for immediate cash, no
entries are made in the creditors’ ledger. The entries to be made
in the working ledger will be:

Date .............. of purchase

Detail ............ of goods

Refmno ... cash receipt/payment voucher number
DR ... purchases — with amount of cash paid
CR oo cash — with amount of cash paid

Where goods for resale are purchased on credit terms, the
supplier will send his statements for payment by the society at
regular intervals, usually monthly. These statements will show
the balance owed from previous months together with details
of invoices, credit notes, payments received, discounts allowed
during the current period, and the balance remaining due. These
details will be checked against the individual account for the
supplier kept in the creditors’ ledger in a similar way as the
bank statement is checked.

After the balance claimed by the supplier has been agreed,
payment is made in accordance with the agreed credit terms.
Sometimes suppliers allow a cash discount for payment
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3.4 Sales

within a stated period. Deductions for any discounts are made
from the agreed balance on the statement, and the cheque will
be made out for the net balance. Entries are made from the
cheque stubs into the working ledger as follows:

Date ............ of cheque

Detail ........... name of supplier

Refmno.......... cheque number

DR .......c...... creditors — with amount of cheque plus
discount allowed

CR .o, bank — with amount of cheque

CR .cocvvie, other expenses — with amount of cash

discount

These details will also be posted into the individual account of
the supplier kept in the creditors’ ledger. The statement will be
sent with the cheque to the supplier. When the receipted
statement is returned to the society, it will be filed ready for
audit.

Goods for own use

Any goods taken from the stocks to be used in the shop for
cleaning or other authorised purposes are to be recorded.
Entries are made for these in the working ledger as follows:

DR: Other expenses
CR: Purchases with the cost value of these goods

The main source of income to the society is from the sale of
consumer goods to members. The book-keeper is involved with two
main aspects of the financial transactions concerned with sales. These
are the control of cash and the recording of the trade of the
individual members with their society.

(a)

Cash control

Whether the store operates on counter service or self-service,
as few people as possible should handle cash. In the counter
service store one cashier is usually sufficient. The number of
cashiers in a self-service store will depend upon the number of
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check-outs required to handle the volume of business. Each
cashier will be responsible for the cash he or she handles.

Sales can be recorded by using cash registers (tills) which
produce a sales slip for the customer and an audit list for cash
control purposes. However, where the volume of business does
not justify the expenditure on a cash register, cash sales
receipt books with numbered pages which are made out in
triplicate, using carbon papers, are used. The pages are
completed as shown in Example 10.

Example 10

CASH SALES RECEIPT

Sold to: ....... F. Pule

Description of goods Quantity Selling price | Total vaiue
Broun sugar § Kilo 2% i Lo
Bread f(au 10 Kilo l6 ! éo

3
CASH RECEIVED: ... Thaee. . dollars $ 90
and ... %0 ... cents
DATE: ..21:6:75 . FOR ......0nYwhere CO-OPERATIVE
SOCIETY LTD

The manager issues and controls all the sales receipt books or
the till rolls. The cashiers are issued with a set amount of
change as a cash float for change at the start of each working
day.




During the day customers are issued with the top copy of the
sales receipt or a cash register slip as they buy from their
society. Where any petty cash payments are made from the till,
the cashier will obtain a signed receipt.

At the end of each day the following Cashing-up procedure
will be followed:

1 Cashier takes out the cash float which i1s checked and locked
in the safe by the manager.

2 The remaining cash is counted and listed with any petty cash
payments receipts on the cashing-up slip (Example 11). The
manager gives the cashier a receipt for this cash which he
then locks in the safe.

3 Where a cash register is in use, the total sales for each day
will be obtained from the audit list kept in the cash register.
If no cash register is used, the amounts of sales shown on the
bottom copies of the sales receipts are add-listed to produce
this total. The sales total is entered on the cashing-up slip.

4 Any difference between the cash and the sales total is
recorded on the cashing-up slip. The cashier will be required
to locate or explain any differences.

5 From the cashing-up slips the working ledger will be posted
by the book-keeper as follows:

Date ............. of sales

Detail .......... number of cashing-up slip

DR ... cash — with actual ‘cash’ total
(including any petty cash
payments)

CR ..o sales — with total of sales from sales

receipts or slips

DR/CR ........ cash differences — with any shortages
(DR) or any overs (CR)

Where the ‘cash’ total includes any amount paid out as
‘petty cash’, a further entry into the working ledger will
need to be as follows:
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Date ........... of payment

Detail ........... from petty cash payment receipt

Refno....... receipt number

DR ............. receiving account eg expenses — with
amount paid

CR ..o cash — with amount paid

Example 11

CASHING-UP SLIP

No: ......! / U-/ .............
Cashier: M“TW ....................................... Date: .2%:.12:75. ..
Cash: $
$100 notes 300-00
$10 notes [150-00
$1 notes 200-00
Coins 562
Cheques 101
Postal Orders 1-21
Petty Cash Payments:
....................................................... 46
TOTAL CASH $ bo¥ 47
Sales: from sales receipt books
or cash register lists $ 669-57
Cash difference: short/over $ 110

Reason for difference: J made a nustaka i giving chawge

Signed: ............. M . TANZ Cashier
Signed: ........... /JOY}QM ........................ Manager

Posted to working ledger — page no ....2.0........




(b) Members’ trade records

Where the society is using sales receipt books, receipts will be
made to show the name and share number of the members as

When the debtor pays the account, a receipt will be issued by
the society. From the bottom copy of this receipt the working
ledger will be posted as follows:

well as the details and prices of the goods sold. After the total Date ....cooveeean. of receipt
daily sales have been determined, the middle copies of the sales :
. . . Detail ... name of customer
receipts will be separately torn out from the sales receipt book. .
They will be sorted into share number order and the receipts Refno............. receipt number
for each member will be separately filed. This will be done DR oo, cash — with amount received

throughout the financial period. At the end of each financial CR
period the receipts for each member will be add-listed to ’
produce the total trade of each member during the period.
These totals will be used to distribute any bonus due.

........................ debtors — with amount received

The details of the credit sale and the receipt of the cash will
also be entered into the individual account for the customer

. . . . ) kept in the debtors’ ledger.
Since this system is very expensive to operate and can result in

considerable delays, it is recommended that a bonus stamp
system be operated. These stamps are similar to postage stamps.
They are issued at the time of the purchase of the goods by the
member for a fixed unit of purchase (eg one stamp represents
five cents of purchases). Books are provided for the members
to stick their stamps in. At the end of the financial year,

should there be a bonus distribution, the members will present
their stamp books and the bonus they receive will depend on
the number of stamps in their books, which represent their
trade with the society.

3.5 Cash differences

In this account will be recorded any cash differences revealed at the
end of each day when the sales are balanced. The working ledger will
be posted, as previously indicated, from the cashing-up slips.
Debit (DR) entries in this account will represent cash shortages, and
credit (CR) entries will indicate cash overs. Whenever any cash
differences are revealed explanations will be obtained from those
responsible for the cash. At the end of each financial period the
. balance on this account will be cleared by transfer to the sales
(¢) Credit sales

account, eg.
Generally all sales will be made for immediate cash. Sometimes,
if approved by the committee and authorised under the by-laws,
some credit sales will be allowed. In these cases the society will
issue invoices. These invoices will be made out in duplicate
at the time of the credit sale. The customer will sign the
invoice and take the top copy. The book-keeper will post the
working ledger from the bottom copy as follows:

Cash differences balance DR $5.60 Clear by transfer to sales account:
CR: cash differences and DR: sales with $5.60.

3.6 Wages
(a) Employees

Date ..o of credit sale There should be a written contract of employment made
Detail ............... name of customer between the society and each employee, including the manager.
REf 7O wovvererrn, invoice number Each employee should also be issued with a job description

. . outlining his duties. When an employee is engaged, a page will
DR ..o debtors — with amount of credit sale be opened for him or her in the wages book shown in Example
CR e sales — with amount of credit sale 12. The wages will be at the rate (and paid at the time) stated in

the contract of employment. Deductions for tax and similar
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items will be made from the gross wages, as required and
instructed by the government or other authorities.

Example 12
WAGES &00K
Meum < efyipto£e.: PosSitiey” ¢
ScUx*": % Xaiii, skaxteJ™ " JioJbu loft -
kJx- Lau to-K Leu- dtk®  Net
ms duAB @eu ejnplo’cc.
1
.He £20
-«
(b) Payments

Separate cheques can be made out for the net cash due for
wages to each employee. However, since most employees have
no bank account of their own, they usually require cash.
Therefore one cheque is made out and cashed for the total net
wages due. The manager pays the cash due to each employee
and as they receive their cash, each employee signs in the wages
book as a receipt. Cheques are also drawn to pay the tax or
other deductions to the authorities.

From the cheque stubs the working ledger is posted to show:

Date............ of cheques

Detail.......... wages, tax, etc

Refno..... cheque number

DR .. wages —with netcash and deductions
paid to the authorities equals ~ross wages

CR e, bank — with net cashand deductions paid

to the authorities equals *ro5s wages

3.7

3.8
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Property expenses

Property expenses are concerned with land, buildings and other
property of the society. They will include property insurance
premiums, any rents, repairs or rates. Payments for these expenses
will be made by immediate cash or cheque in some cases, and by
payment against invoices in others. Where payment is made by
immediate cash or cheque, the working ledger will be posted from
the receipt obtained as follows:

Date....oovvernnnas of payment

Detail..cccoeeee. detail of expense

Refno.... receipt number

DR . property expenses —with amount paid
(O3 = cash or bank —with amount paid

When an invoice is received for expenses to be paid later, the entries
into the working ledger would be DR Property expenses. CR
creditors with the amount charged on the invoice. When the
payment is made to the creditor, the entries will be DR creditors:
CR bank with the amount of the payment. The details of the
charge on the invoice and the payment made by cheque will also be
posted to the individual account kept for the creditor concerned in
the creditors’ ledger.

Other expenses

Wages and property expenses are recorded in separate accounts. All
other expenses can be recorded in this account headed ‘other
expenses’. However, where a society requires to analyse the expenses
in greater detail, separate columns can be kept in the working

ledger, and separate pages opened in the main ledger for the
individual classes of expenses. Another method of keeping the
different types of expenses separate, to help in their comparison

and control, is shown in Example 13 (page 22) for other expenses
analysis.

This example shows that double-pages are kept in the main ledger
for other expenses. On the left hand page of the open main

ledger the usual record is kept showing the debit and credit entries
posted from the working ledger together with the running debit or



credit balance. On the right hand page columns are ruled and headed
for the classes of expenses for which the analysis is to be kept.
Details of the financial transactions concerning these expenses are
posted to the working ledger. The debit entries are made to other
expenses for charges. These will then be posted and analysed in the

main ledger.
Example 13
OTHER. EXPENSED
(Ut kaM. pOujjL) , m
h&baXL DR. ClL SaJojiOL
7S m
1 -
Jec 3'_ Bad. cklos. 52 20 M JiO
n 31 Bayik. ck/3U;g<ii 50. 30, 2>H SO
H o S2 10 M  bo
M 51 Deposd: ss 40 D/2 10D
I 52 0.10 370
W3 52. ~Q M
¢ 3/ CXVK duUCISUMES, SX M 364
t 3 Wyiik&sdt: SX : 15
3 To dLCctsu™ 52 2/ —

3.9 Fixed assets and depreciation

(@) Purchase

These are acquired and held primarily for the purpose of
earning income. They include land, buildings, fittings, fixtures,
equipment and machinery. Money spent as capital expenditure
acquires these fixed assets for use by the society for more than
one financial period.

From the invoices obtained when the items are purchased the
following entries will be made into the working ledger:

[DX-1 {- T of purchase

Detail....cocounnnnne supplier/fixed assets

Refno.... invoice number

DR e, fixed assets — with cost (capital
expenditure)

CR i, creditor —with cost

f\hJfALSSIS
(H"kJb kound- pA~™J
1 1
Sia-b'onOK™  VJaitex™ j TAAileX | PosbhexMe

2.0
-

] 1 30

[o]

100 40! 130

50 40 1
-1S
100 50 40 Uo 3.€ 94
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Details of all fixed assets are also entered into the fixed assets An inventory should also be kept of all brooms, brushes,

inventory and schedule ofdepreciation in Example 14. This buckets and similar items purchased. These are usually for
inventory could also be kept on a card system with each fixed small amounts and their cost would have been charged to
asset having a separate card. other expenses. However, a check should be kept on them, and

their whereabouts always be known to the manager.
Example 14
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(b) Depreciation

Wages and property expenses involve payments to staff or
other organisations. Depreciation is a non-cash expense. The
charges made for depreciation in the accounts of the society
are internal entries representing the allocation of the cost of
the fixed asset over its estimated working life. The years of
useful working life will depend upon the type of fixed asset
and local conditions.

The charge for depreciation is made each financial year. These
depreciation charges are aggregated year by year so that the
book value of the fixed asset is correspondingly reduced by the
total charge for depreciation.

The equal instalment method of depreciation is recommended
here. This method spreads the cost of a fixed asset equally
over its years of useful working life. The annual charge for
depreciation will be calculated as follows:

cost of fixed asset

. ——— = annual charge for depreciation
estimated years of useful working life

As a guide the cost of buildings could be depreciated over

20 years and the cost of fixtures, fittings, etc over 5 years. In
some areas depreciation is not applied to land, since this can be
considered not to be a wasting fixed asset.

After the calculations of the charges have been made at the
end of the financial year, the details are posted into their
inventory. The working ledger is posted as follows:

Date ............. last day of financial year

Detail ........... depreciation fixed assets

Refno ... inventory page number

DR ....cccoouee. depreciation (charge) — with annual charge for

depreciation from inventory (transferred to
trading account)

CR i depreciation (provision) — with annual charge
for depreciation from inventory (included in
balance sheet)

(¢) Insurance

There are many risks of loss or damage to the property of the
society. The society can be covered against.some of these risks
by taking out insurance cover with reputable companies. The
full replacement value of the fixed assets rather than their cost
or book value should be covered. The society will pay an
annual premium, these premiums being charged as property
expenses. The insurance company will issue a policy which is to
be safely kept in a separate file.

3.10 Shares and deposits

(a) Entrance fees

An application for membership form should be completed by
applicants wishing to join the society. After acceptance into
membership, the applicant pays an entrance fee to the society
as may be required by the by-laws. A receipt for the fee is
issued.

A new member is issued with a pass-book showing the member’s
share number. These numbers run consecutively. The details

of the new member are entered into the share and deposit
ledger shown in Example 3 (page 9).

From the copy of the receipt issued for the entrance fee the
working ledger is posted:

Date ................. of receipt of fee

Detail ............... name of member

Refno............. share number

DR ..ccocevviiin, cash — with.amount of entrance fee
CR .o, other expenses (or reserve fund if so

stated in the by-laws)

The membership register can consist of the completed and
accepted membership application forms duly filed in
surname alphabetical order.



(b)

(c)

(d)

Share contributions

Contributions of at least the minimum share holding shown in
the by-laws should be paid in by the member. Receipts are
issued and the details will be posted to the working ledger as
follows:

Date ................ of receipt

Detail ............... name of member

Refno ... share number/receipt number

DR ...l cash — with amount of contribution
CR .o shares — with amount of

contribution

The details required to be shown on the receipt include a note
of the new balance in the pass-book of the member. This is
shown in Example 6 (page 13). Entries are also made for share
contributions into the pass-book of the member and the share
and deposit ledger account for that member.

Share withdrawals

Share capital is in the nature of a permanent capital of the
society. Withdrawals can only be made in accordance with the
provisions in the by-laws. When shares are paid back, the entries
into the working ledger will be made from the cheque drawn or
receipt obtained. The bank account will be credited (CR) and
the share account will be debited (DR). Entries will also be
made into the member’s pass-book and share and deposit

ledger account.

Share interest

Should there be any net surplus at the end of the financial year,
and an interest on shares be declared, it could be distributed
by credit to the share accounts of the members. After the
annual general meeting, the interest due to each member will
be calculated based on the lowest balance of share capital

held by the member for each complete three months. After a
separate calculation has been made for each account, the total
interest due 1s ascertained by add-listing the amount calculated
for each member. The individual share accounts will be posted
and the total interest entered into the working ledger as a
debit (DR) to surplus and a credit (CR) to shares.
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(e) Bonus

Should there be any net surplus at the end of the financial year,
and a bonus be declared, it will be distributed according to the
trade of the members with their society as seen from the totals
of the sales receipts, or based on the number of bonus stamps
issued. Where the bonus stamp system is in operation, the
amount of bonus to be distributed to each member will be
calculated on the stamps presented by the members on days
declared as bonus days. Members would indicate on the bonus
distribution forms in Example 15 if they want their bonus in
cash or by transfer to their share accounts.

Example 15

BONUS DISTRIBUTION FORM

Name of member: ... Share no: ..........

Bonus value

Number of full books
Number of additional full pages .........
Number of additional stamps

TOTAL BONUS $

Please transfer my bonus to my share account

OR

SIGNEd v e Member

From lists made from the bonus distribution forms, entries
would be made as follows into the working ledger for the total
bonus distributed:

(a) DR: surplus, CR shares: with bonus transferred
(b) DR: surplus, CR cash: with bonus paid in cash



()

Entries would also be made into the individual pages of the
share ledger and in the pass-books of members for the bonus
transferred. Where the sales receipt system is in operation,
similar bonus distribution forms, without the bonus stamp
details, can be used. The bonus due to each member, calculated
from the totals of their sales receipts, will be entered on a
separate bonus distribution form, made out for each member
before the bonus days. Then the members would come to
collect their cash, or authorise the transfer of their bonus to
their share accounts.

Deposit accounts

Since share holdings are not easy to withdraw, members could
be encouraged to invest with their society in deposit accounts.
Withdrawals are easier and interest on deposits is at a rate
agreed when the deposit was accepted. Such interest is treated
as an expense rather than an allocation of surplus. As an
expense, the interest is calculated and distributed by credit to
the deposit accounts before the final accounts are closed. The
deposit columns in the working ledger are credited (CR) when
deposits are received and debited (DR) when withdrawals are
paid. When the interest has been calculated, the total is
credited (CR) to deposits and debited (DR) to other expenses.
Details of these transactions will also be posted to the
individual accounts of the members concerned in the share and
deposit ledger.

;3.11 Creditors and debtors

(a)

Creditors

Entries concerning creditors are made in creditors’ columns in
the working ledger and then into the individual account of the
creditor concerned in the creditors’ ledger. When goods or
services are obtained by the society on credit, the creditors’
accounts are credited (CR). When the creditors are paid, their
accounts are debited (DR).

Should the society obtain a cash discount from the creditor,
the entries to be made in the working ledger are: debit (DR)
creditors and credit (CR) other expenses.

(b) Debtors

Entries concerning debtors are made in debtors’ columns in
the working ledger, and then into the individual account of the
debtor concerned in the debtors’ ledger. Any bad debts
written off are debited (DR) to other expenses and credited
(CR) to debtors, and the details are shown in the debtors’
ledger.

3.12 Investments
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(a) Approved investments

Generally all the funds of the society will be used within the
business for providing the goods and services required by the
members. However, there may sometimes be funds which are
not immediately required for the trading or development needs
of the society. These funds ought not be left idle in the bank
current account, but should be put to work as investments in
other co-operative organisations, banks or other bodies
approved by the registrar and authorised under the by-laws, to
earn interest income for the society.

The society will normally be a member of a co-operative union.
In accordance with the requirements of the by-laws of such a
secondary co-operative, the society would be required to

invest some funds in this union as share capital. The union
would then be able to provide the goods and services required
by its member primary societies, financed by these investments.

As an added safeguard to the financial stability of the society,
funds representing the reserve funds, if not being used in trade,
should be invested outside the society.

Funds invested outside the society should be invested with care,
to give security, interest income and ease of withdrawal.

Usually the longer the initial period for which the funds can

be invested, the higher the rate of interest which can be

earned. For example, banks may be offering interest at 4% on
investments which can be withdrawn at short notice and 8%

on investments made for a complete year. The book-keeper
should make recommendations to the committee on the amounts
which may be available for investment and as to the periods for



(b)

(c)

which these funds can be invested. Wherever possible,
investments should be made in other co-operative organisations.

Deposit of investments

When funds are deposited as investments in approved

organisations, deposit slips issued by these bodies are completed,

usually in duplicate. The funds are paid over and the society is
issued with a receipt which is usually the bottom copy of the
deposit slip. The society may also be issued with an investment
pass-book or certificate showing details of the investment.
These pass-books, or certificates, will be kept in the safe of the
society. From the receipt the book-keeper will post the entries
into the working ledger:

Date ........... of deposit

Detail ....... name of approved organisation

Refno ... receipt number

DR ............ investments — with amount of deposit
CR ... cash — with amount of deposit

The society would usually not have many separate investments.
However, where there is more than one, a separate page for each
investment will be kept in the main ledger. These pages will be
headed to show the name of the approved organisation together
with the interest rates, withdrawal and the other terms of the
investment.

Withdrawal of investments

Withdrawals can only be made in accordance with the terms
agreed when the investment was made. Proper notice would
need to be given to the approved organisation. Details of the
withdrawal would be shown in the investment pass book. When
the cheque for the withdrawal is received by the society, entries
would be made into the working ledger as follows:

Date .......... cheque received

Detail ........ name of approved organisation

Refno ... cheque number

DR ........... cash — with amount of withdrawal

CR ... investments — with amount of withdrawal

(d) Interest on investments

Generally interest on investments is a minor source of income
to the society. Because interest charged to the society for
overdrafts and interest paid by the society on members’
deposits are debited to other expenses, interest income will be
credited to other expenses.

Interest paid to the society is posted, when received, into the
working ledger by debit (DR) to cash and credit (CR) to other
expenses with the amount of the interest received. Where the
interest is distributed by being added to the investment account
by the approved organisation, the entries are posted from the
details in the investment pass book to the working ledger as
follows:

DR Investment account
CR Otbher expenses — with the interest earned

3.13 Surplus

At the end of the financial year any net surplus from the trading
account would be transferred as a credit to this account.

After the annual general meeting, the allocations from surplus to
reserves, education, interest or bonus would be made in accordance
with the resolutions of the meeting by debit (DR) to the surplus
account and credit (CR) to the reserve fund, education fund, share
or other account concerned.

3.14 Reserve fund
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The reserve fund is created, held and used in accordance with the
by-laws of the society. Allocations are made to reserves (CR) from
surplus (DR). The society should build up its reserves to provide a
source of operating funds and to give greater financial stability to
the society.



3.15 Education fund

Allocations are made to this fund (CR) from surplus (DR). These
funds ought to be increased from year to year, so that eventually
the society can take a more active part in member training and
education.

3.16 Stock account

The stock to begin at cost value is shown as a debit balance in the
main ledger to begin the financial period. On the last day of each
financial period this stock to begin balance will be transferred as a
debit to the trading account. The stock to end will be listed and
valued and shown in the trading account as a credit and in the
balance sheet as an asset. This balance will then be brought down in
the main ledger in the new financial period.

3.17 Balancing

At the end of every week the working ledger is ruled off and
balanced. The entries in each of the columns are separately totalled
and shown at the bottom of each column. This is checked by the
preparation of a trial balance of these totals. When this balances, the
main ledger is posted.



4 Thematnabcio

4.1

4.2

Posting

The main ledger is kept as a control record of all the accounts of the
society. It contains separate pages for each of the accounts for which
columns are kept in the working ledger. An example of the accounts
of the main ledger is shown in Example 2 (page 8). The opening
balances in the main ledger accounts will be the assets and

liabilities brought down from the previous financial year and shown
in the last balance sheet of the society.

At the end of every week the debit and credit entries in the working
ledger are posted to the main ledger. The number of each account
so posted is entered into the working ledger underneath the total

of entries posted to facilitate checking and ease of reference. The
new running balance of each account posted in the main ledger will
be ascertained and prefixed DR or CR as the case may be.

Balancing

At the end of every four weeks a trial balance will be prepared from
the balances in the main ledger. A trial balance is shown in
Example 16. The cash balance will be checked with the actual
cash-in-hand. The bank balance will be checked with the bank
statement. The share balance, the deposit balance, the debtors’
balance and the creditors’ balance shown on the trial balance will
be checked with the totals of lists made from the individual
accounts for these kept in the various ledgers and so on. This trial
balance will be included as part of the manager’s report to the
committee shown in Example 19 (page 31).
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5 G ontrol S! stems and fimz[ accounts

5.1

The business operations of the society need to be controlled and
summarised. The sections which follow outline some control
systems and present in brief the preparation of the final accounts
and balance sheet. These are explained in greater detail in the next
book in this series (see Note for teachers, page v).

Annual budget

The annual budget is a forecast of what the committee and the
manager hope to achieve from their management of the society in
the coming financial year. It is prepared at least one month before
the beginning of the financial year to which it relates. The annual
budget is prepared in two parts. The first part is the operating
budget; the second is the cash budget.

(a) Operating budget: Example 17

This part contains forecasts of the income and expenditure of
the society. The expected allocations of net surplus are also
shown. The books and ledgers will gradually reveal the actual
current results, which can be measured against the results
estimated in the budget. The book-keeper, by keeping the
records of the financial transactions up to date, takes a full
and active part in the preparation and use of the budget.

(b) Cash budget: Example 18 (page 31)

The forecasts made of the income and expenditure in the
operating budget must be related to the funds available to
finance the operations of the society. A forecast is therefore
made of the flow of cash in and cash out. This will enable the
committee to be prepared to seek loans or overdrafts when
required, or to invest funds revealed as not being immediately
required for the operations of the society. Both the operating
and cash budgets can be prepared for shorter periods than a
complete financial year. In particular, the cash budget is some-
times made for short periods of only one month ahead.
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GROSS SURPLUS

EXPENDITURE
Wages
Property expenses
Other expenses

TOTAL CASH EXPENSES

Depreciation

TOTAL EXPENSES

NET TRADING SURPLUS

Example 17
OPERATING BUDGET
for financial year ending ......c.cooceeerinnnnee
Detail Budget Actual Actual
This year | This year | Last year
$ % $ % $ %
INCOME
Sales

SURPLUS AVAILABLE FOR DISPOSAL
Balance brought forward

ADD: Net trading surplus
TOTAL

PROPOSED ALLOCATIONS
Reserve fund
Education fund
Interest on shares
Bonus on trade
Balance carried forward

TOTAL




Example 18

CASH BUDGET for period ending

Detail

Budget
This period

Actual
This period

ADD

LESS

FUNDS AVAILABLE b/f

FUNDS AVAILABLE ¢/f (1 —2)

Cash at bank
Cash in hand

TOTAL
Share contributions
Deposits
Sales

Investment withdrawals

TOTAL (1)

Share withdrawals
Deposit withdrawals
Creditors — purchases
Expenses

New fixed assets

Investment deposits

TOTAL (2)

5.2 Monthly report to committee

The members are the owners of their co-operative society. At their
annual general meeting they elect a committee which will conduct
the business and be responsible for the general direction and control
of the affairs of the society. The manager is appointed to run the
day-to-day business under the direction of the committee. The
manager 1s required to submit his report to the committee at the end
of every four weeks, when the trial balance of the main ledger has
been prepared by the book-keeper. An example of this report is
shown in Example 19 below.

Example 19 (continued next page)

Page 1
MONTHLY REPORT OF MANAGER TO COMMITTEE

............ weeks ended

1 Membership
To date this year
To date last year
Increase or decrease: NO v e, %

2 Shares and deposits

To date this year
To date last year
Increase or decrease: $..%...1% ..%....

3 Trade (to date)
To date this year $
To date last year ‘$
Increase or decrease: $

4 Estimated net surplus to date $ %

Gross surplus at ........... % on trade

LESS: Wages
Property expenses
Other expenses
Depreciation

TOTAL EXPENSES $

Estimated net surplus




To measure the leakage, a leakage control account is kept. To

Example 19 (continued)
prepare this account it is necessary that all entries for purchases are

Page 2 separately recorded at selling values as well as cost values, for the
MONTHLY REPORT control is kept at selling values. Whenever stock is listed and valued
5 Cash balances the leakage control account shown below can be completed:
Cash in hand $ .
Cash at bank $ Example 20
TOTAL $
LEAKAGE CONTROL ACCOUNT
Creditorsdueforpayment $ %UY LonLkA W
6 Report on staff matters AL values at selling prices $ $
{a) Average trade per employee to date: this year § o
last year  § Stock to beg'm (%rom laak Stodk Sheok) 1386
(b} Other staff matters:
ADD  purchases (grcfm prachaae. am.bt&(,s) 20670
7 Report on action taken on committee instructions: TOTAL 220456
LESS  sales (%’-mm maun éw(;p/\) 20000
8 Report on education activities: Stokh o end [ renm ont stock Sloot 2000 22000
(a) Members (5" pras o ) —
(b} Staff
Leakage (or swplus 56
9 Other matters for attention of committee ( L )
loa k“aﬂ x oo . §6& X |00 - O' g o SQ,U/S
10 Trial balance of main ledger attached As 70 ( sales 20000 2 /D (%
Date .ocoeiceieceeiiee e Signed ... Manager leakage x 100

The leakage is expressed as a percentage of sales sales

Should this rate be above that anticipated to cover expected natural
leakage, a full investigation would be required and frequent stock-
takings would be arranged in order to discover the reasons for the
excessive leakage.

5.3 Leakage control account

Every store has losses of goods: some goods will be damaged, some
deteriorate through age or lack of care, some may even be stolen.
Such losses or leakages reduce the surplus of the society, and care
should be taken to avoid them. Some leakage is natural and can be
expected. Other leakages are unexpected and could indicate a lack
of stock control.
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5.4 Final accounts and balance sheet

At the end of the financial year, the final accounts and balance

sheet shown in Example 21, page 35, are prepared. The following is

a short outline of the procedure to be followed in this preparation
(more details are given in the manual on accounting, see Note for

teachers, page iv).

1 Stock taking of goods for resale

The stock of goods purchased for resale not yet sold will be
listed and valued in a duplicate book ruled to show:

Date of stock taking

Description of goods

Number of units
1

Unit selling price
2

Total
selling value
1x2

The total selling value of goods in stock will be used to complete
the leakage control account. The total selling value of goods in
stock will be reduced to ‘cost’ by deducting an agreed percentage
(mark-down). This agreed percentage will depend upon local
conditions including the rates of mark-ups used to calculate
selling prices. This ‘cost’ value will be shown in the trading
account (CR) and in the balance sheet as an asset.
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2 Purchases adjustments

(a)

(b)

(c)

Goods received not invoiced

Any goods delivered on, or before, the day the financial
year ended, for which no debit has been made to purchases,
will be listed at cost and selling values. These goods will be
listed from entries not cleared in the ‘goods received’ book.
The entries into the working ledger, and further into the main
ledger, in respect of this adjustment, are:

DR Purchases to be included in the trading account

CR Purchases to be included in the balance sheet

Credits outstanding

Any credits outstanding in the ‘claims for credit’ book will
be listed at cost and selling values:

CR Purchases to be included in the trading account
DR Purchases to be included in the balance sheet

Net purchases

The net purchases at cost value for the trading account and at
selling value for the leakage control account will be calculated

as follows:
$ $
Purchases — from main ledger ~ Cost Selling
(from separate
record)
+ Goods received not invoiced ...
— Credits outstanding .
Total to Total to
trading leakage control
account account



3 Expenses adjustments
(a) Expenses prepaid

The full benefit of expenses that have been debited may not
be received until the next financial period. In these cases
credit adjustments are made to carry forward part of the
debit charged, to the next financial period.

CR Expenses to be included in the trading account
DR Expenses to be included in the balance sheet

(b)

Expenses accrued

The benefit of an expense may have been obtained during
the financial period but no charge has been made in the
accounts. In these cases adjustments are made for these
expenses accrued, or owing, by making an adjustment of a
debit charge in the financial period in which the benefit was
obtained.

DR Expenses to be included in the trading account
CR Expenses to be included in the balance sheet
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Fixed assets and depreciation

The charge for depreciation will be calculated and the inventory
of fixed assets and schedule of depreciation will be completed
and balanced off. The actual fixed assets will be checked against
their inventory.

DR Depreciuation (charge) — with charge to be included in the

trading account

CR Depreciation (provision) to be included in the balance sheet
Deposit interest will be calculated and posted through the working
ledger to the deposit accounts:

CR Deposits with interest to be included in the balance sheet

DR Otbher expenses to be included in the trading account

The cash in hand will be checked and certified.

7 The bank statement will be obtained and a bank reconciliation

10
11
12

13

14

15
16
17
18

statement will be prepared.
Investment balances will be checked.

Share, deposit, creditors’ and debtors’ balances in their ledgers
will be add-listed and agreed with their control balances in the
main ledger.

The trial balance of the main ledger will be prepared.
Any adjustments will be posted through the working ledger.

The income and expenditure accounts in the main ledger will be
closed and their balances will be transferred to the trading account
for the year.

The surplus disposal account will be prepared after the committee
has made its recommendations on the disposal of any surplus.

The balance sheet will be prepared from the balances of assets and
liabilities remaining in the accounts in the main ledger.

The audit will be completed.
The annual return will be prepared and sent to the Registrar.
The annual general meeting will be held.

Any net surplus will be distributed as resolved by the annual
general meeting.



Example 21

FINAL ACCOUNTS AND BALANCE SHEET

Balance c/f

| Trading account for year ended ..3..12.73.
Last year $ 9
{comparisons)
$
Sales 20000 | 100
Stock to begin 1200
ADD purchases and inwards
transport igloo
TotaL 19300
LESS stock to end 1700
Cost of goods sold 17600 | §%
Gross surplus 2400 2
LESS Wages 600
Property expenses 3%6
Other expenses 349
Depreciation 265
TOTAL EXPENSES
1600 3
NET TRADING SURPLUS TO a/c 1l %00 A
Il Surplus disposable account at ... 30,12.75
Balance b/f 2
ADD surplus from A/c | B00
TOTAL SURPLUS FOR DISPOSAL %02
LESS Proposed allocations:
Reserve fund 3%0
Education fund 56
Interest on shares 70
Bonus on trade 300
TOTAL 800
2
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Example 21 (continued)

Source of funds (liabilities)

Share capital
Deposits
Reserve fund
Education fund
Surplus for disposal
Total funds of members
Creditors (A/c 3+ 6+ 13)

Use of funds (assets)
Fixed assets
Cost
LESS depreciation provision
Book value
Investments
Stocks
Debtors (A/c 7 + 14)
Cash at bank
Cash in hand

TOTAL

TOTAL

This year

$

245%

840
4710

€0
%02

Last year
{comparisons)

$

4650
1359

booq

2300
€65

1435
2658
1700
70
2449
40

6009




6 LSummarJ’

6.1 Book-keeping system

The outline of the book-keeping system for consumer societies is Within the book-keeping system, different control systems operate:

now complete. The system can be summarised as follows:

1 All transactions are immediately recorded in records of original
entry.

2 Details of these are posted into the working ledger which is ruled
off and balanced at the end of every week.

3 The working ledger totals of entries are posted every week into
the main ledger.

4 A trial balance of the main ledger is prepared at the end of every
four weeks.

5 At the end of the financial period the final accounts and balance
sheet are prepared.

6 Any surplus revealed is distributed.
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1

Efficiency control

The actual business performance of the society is compared from
time to time with the forecasted results in the annual budget.
Stock control

All stocks are checked as soon as received. All sales are recorded.
Leakage control accounts are kept.

Cash control

Receipts are issued for all cash received.
Receipts are obtained for all cash paid.
Cash is banked as soon as possible.
Cash in hand is checked frequently.

Reports

Regular reports are submitted to the committee. The auditor and
the internal auditors examine the records and report on the
business.

The book-keeper

The book-keeper is the key person in the efficient maintenance of
these systems and controls.



7 Exereises

To illustrate the book-keeping procedures outlined, the information
from the following three exercises has been posted into the examples
of the forms, books and ledgers shown in this manual. Teachers can
change the figures given in these exercises and in that way prepare
exercises for further teaching purposes. Naturally other changes and
additions can be made in order to adapt the exercises to local
conditions.

Exercise A

In this exercise the main ledger for the new financial year beginning
1.1.75 was opened from the details shown in the trial balance. The
balances in the accounts for the assets and the liabilities shown were
posted to their pages in the main ledger (Example 2, page 8)

Exercise B

From the summary of the financial transactions for 1975 the
working ledger (Example 1, page 6) was posted and the trial
balance was prepared. The main ledger Example 2 was posted and
the trial balance (Example 16, page 29), was prepared.

As far as is possible the other examples within this manual show
the entries and balances included in the working ledger and the
main ledger.

Exercise C

The closing entries for the stocks and the other adjustments were
summarised in the working ledger and then posted to the main
ledger. Then the final accounts and balance sheet (Example 21,
page 35) were prepared.
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Exercise A

Opening balances from balance sheet at 31.12.74

1.1.75. Post the main ledger

Detail Ref DR CR
no $ $

Cash 1 10
Bank 2 1020
Purchases: goods not invoiced 3 240
Wages — accrued b/f 6 20
Property expenses — prepaid b/f 7 5
Fixed assets 9 2000
Depreciation provision 10 600
Shares 11 1400
Deposits 12 600
Creditors 13 905
Debtors 14 20
Investments — Regional Union 15 200
Surplus for disposal 1974 16 240
Reserve fund 17 400
Education fund 18 50
Stocks at cost 19 1200

TOTALS 4455 4455

Notes

1 Round dollars ($) are given in the exercise here. In the books of a society the exact

amounts are always recorded.

2 To show the use of as many ledgers and records as possible, the totals of transactions

have been posted to the examples given of these. However, in the books of a society

individual transactions and accournts are posted.



Exercise B

Summary of financial transactions for 1975 from records of original entries

31.12.75. (a) Post and balance working ledger

(b) Post and balance main ledger

w

(R I N

b

Allocations from 1974 surplus:

Bonus paid in cash 30

Bonus transterred to shares 68

Interest transferred to shares 40

Transfer to reserve fund 70

Transfer to education fund 30

Total

Invoices from creditors:

Goods for resale 18010

Fixed assets — new scale 300

Property expenses 350

Total

Paid creditors by cheque
Cash discounts allowed by creditors

Sales: Cash sales
Credit sales to debtors

Received cash from debtors
Debtors — bad debts written off
Cash paid into bank

Bank charges

Investment in Regional Union by cheque

238

18660

18500
96
19510
500

460
20
20300
30

50

i1
12
13
14
15
16
17
18
19

20

21

Interest added to investment
Goods used in shop for cleaning

Received share contributions

Paid share withdrawals by cheque

Received deposits from members

Deposit interest
Paid deposit withdrawal in cash
Cash shortages

Cash overs

Paid expenses in cash:
Wages
Postage
Stationery
Sundry

Paid expenses by cheque:
Staff income tax

Water fees
Travel
Property expenses

Total

Total

$ v
15
10
1000
50
400
40
200
30
20
530
40
100
_130
800
40
50
40
61
191
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Exercise C
Stocks and adjustments at 31.12.75

31.12.75

(a) Post working ledger
(b) Post main ledger
(¢) Prepare final accounts and balance sheet

Wi oW N

$
Stocks of goods for resale at selling value 2000
Less 15% to cost 300
‘Cost’ value
Purchases — goods received not invoiced at cost
Wages accrued
Property expensed paid in advance
Depreciation: Land and buildings 5%
Fixtures and fittings 20%
Transfer cash differences to sales
Proposed allocations of net surplus for disposal:
Reserve fund 380
Education fund 50
Share interest 70
Bonus 300

Total

DR

1700
340
50
30
65
200
10

800

8 Leakage control account:

Example 20 was completed using the following details:
Goods at selling values:
Sales
Purchases
Stocks to end
Stocks to begin

9 Bank reconciliation statement:

Example 7 was completed from the following details:
Balance on statement
Bank balance on main ledger
Deposits in transit 31.12.75.
Cheques not presented:
No 129
No 131
No 135

20000.00
20670.00
2000.00
1386.00

2610.50
2499.00
500.00

300.00
200.00
111.50




Notes




