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It is a com m on com plain t th a t, in m any prim ary co-operatives, the 
standard  o f book-keeping is poor. The need has long been  
recognised for a basic, sim plified system  of book-keeping, fo r use in 
prim ary co-operatives in developing countries, in order to  help 
im prove th a t s ituation . The system  described in th is m anual has 
been specially designed to  m eet th a t need. I t m akes no claim to  be 
revolutionary , nor to  advocate new techniques. On the  con trary , it 
is based on custom ary  doub le-en try  practice; its only  claim  is th a t it 
is sim ple and th a t  it w orks, and can easily be adap ted  to  m eet 
particu lar local requirem ents.

T he system  was originally in troduced  in Botsw ana, w here it has 
been extensively field-tested  and used for m any years, w ith  
considerable success. In 1970, the British M inistry o f Overseas 
D evelopm ent, in association  w ith the  In term ed iate  T echnology 
D evelopm ent G roup (ITD G ), published th ree m anuals based on the 
system  (one each fo r Consum er, M arketing, and T h rift and C redit 
Co-operatives), w hich have been w idely d istribu ted  and used in 
several countries. The ILO In terna tional C entre fo r A dvanced 
Technical and V ocational Training at Turin  used these m anuals for 
th e  book-keeping sections o f their Co-operative M anagem ent 
Training Courses. The original m anuals have now  been substantially  
revised, to  m ake them  m ore suitable for train ing purposes, and 
reissued as CEM AS/ICA publications. A fo u rth  m anual, for 
Industrial Co-operatives, has been added to  the  original series.

T he purpose o f book-keeping is three-fold:

1 to  m ain ta in  an accurate financial p ic tu re  of the  business, in such 
a way, th a t the state o f its finances can be simply, clearly and 
accurate ly  revealed a t any tim e;

2 to  m ake it possible fo r the  accuracy of th e  accounts to  be 
quickly  checked, to  avoid errors or fraud;

3 to  serve as a m anagem ent too l by providing the in form ation  
required  for decision-m aking and fo r p lanning fu tu re  activities.

This system  satisfies those criteria  and, in doing so, takes acco u n t o f 
the  circum stances w ith in  w hich it has to  be used, and o f the  essential 
need fo r the book-keeper to  know  w hat he is doing and w h y  he is 
doing it. The in ten tion  is to  provide a system  which, while fully  
adequate, in term s o f good book-keeping practice, does n o t m ake 
unnecessary  dem ands on the  u se r’s tim e, ability  and com prehension.

T he m anuals have been so designed as to  serve bo th  train ing  and 
o perating  purposes. They m ay be used as handbooks  fo r co-operative 
teachers, as te x tb o o k s  fo r s tuden ts  a ttend ing  training courses, and 
as w orking  manuals fo r on-the-job guidance o f secretaries and 
book-keepers. T hey will be found o f m ost value w herever train ing  
courses, based up o n  them , are provided, and w here, a fte r the  courses, 
s tuden ts  are encouraged to  use them  on re tu rn  to  work.
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This m anual describes a book-keeping system  concerned w ith  the 
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final sections, a brief descrip tion  o f con tro l system s and prepara tion  
o f  final accounts is given in order to  com plete the sequence of 
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The book-keeping system  described in this m anual has been prepared 
for use by  consum er co-operative societies, or o th er prim ary  
societies w ith a retail o u tle t. This system  uses th e  doub le-en try  
m ethod  o f book-keeping  applied to  the  co lum nar fo rm  o f  accounts. 
All th e  entries fo r the  financial transactions are po sted  in to  a 
w orking ledger and all the  accounts are con tro lled  in th e  m ain 
ledger.

1.1 The consumer co-operative book-keeping system

The objectives o f consum er co-operatives will norm ally be sta ted  in 
th e ir by-laws. Basically th ey  strive to  ensure th a t their m em bers 
o b ta in  the  right consum er goods, a t the right places, a t th e  right 
tim es and at th e  right prices.

T heir m ain fu n c tio n  is to  bu lk-buy  consum er goods and resell them  
to  th e ir m em bers. M em bers own and con tro l their ow n business 
w hich operates in their service. T he business operations are 
financed  from  funds ob ta ined  from  m em bers, from  funds borrow ed  
from  outsiders, and by m aking use o f cred it facilities available from  
w holesale suppliers. The co-operatives trade as efficiently  as 
possible to  cover at least the  costs o f  their operations and to  
provide fo r reserves to  give financial stability  to  their in d ep en d en t 
co-operative enterprises.

T rad itionally  w hen any n e t surplus rem ains, rebates are m ade to  
m em bers in the  form  o f a lim ited  in terest on shares and as a bonus 
on  th e ir purchases from  their society. As co-operatives build  up 
funds and business skills, th ey  develop and expand to  provide a 
w ide range o f goods and services to  their m em bers. These 
developm ents stem  from  good co-operative business practices, 
con tro lled  by  the  use o f good book-keeping systems.

1.2 Objectives and operations of consumer co-operatives



This m anual is ab o u t th e  w ork o f the  book-keeper and how  this w ork
can be used in th e  con tro l o f the  co-operative business enterprise.
The duties o f the  book-keeper will include:
(a) keeping com plete  and accurate records o f every financial 

transaction  in w hich the  society is involved;

(b) checking th e  accuracy o f these records a t regular intervals;

(c) preparing final accoun ts and a balance sheet at th e  end of 
every financial year, ready for audit and later consideration  by 
the  m em bers;

(d) preparing reports fo r the  com m ittee on the  financial position  
o f the society during the financial year.

1.3 The book-keeper's job

B ook-keeping con tro l o f  the  operations o f a society is essential. The 
m em bers are the  owners o f  the  society. They need to  know  how  
their business is doing and how  th e ir funds are being used. The 
m em bers elect a com m ittee to  d irec t and con tro l the  affairs o f  their 
business and a m anager is appo in ted  to  con tro l the  day-to-day 
operations. This com m ittee and th e  m anager need in fo rm atio n  on 
th e  operations o f  the  society to  be able to  m ake decisions and to  
take m anagerial action. It is essential th a t the in fo rm ation  required  
by th e  m em bers, com m ittee  and m anager is com plete, accura te  and 
up-to-date . The book-keeping system  in use m ust th ere fo re  show:

(a) How m uch the society ow es (its liabilities).

(b) How m uch the society ow ns  (its assets).

(c) W hether the society has financia l stab ility  and is able to  pay its 
debts as th ey  arise.

(d) W hether the  society is operating effic ien tly , covering its costs 
and providing a net surplus.

All societies therefore need to  keep books o f accoun t so th a t th ey  
can provide th e  m em bers, th e  com m ittee  and the m anager w ith  the 
in fo rm ation  th ey  need. In m ost coun tries there are laws w hich 
require  th a t co-operatives keep p roper books and records. This 
underlines the  im portance o f a book-keeping system.

The system  described in this m anual will m eet the needs o f m em bers, 
com m ittees and m anagers. T he exam ples in this m anual will be 
re la ted  to  a society w ith  on ly  one trading ou tle t. However, th e  basic 
system , using the  w orking ledger and the  m ain ledger, can be 
expanded  to  m eet the needs o f societies w hich have several branches. 
Each o f these branches w ould  keep a w orking ledger, from  w hich 
postings w ould be m ade to  th e  m ain ledger o f the society in w hich 
all th e  accounts w ould be consolidated .

1.4 Importance of book-keeping
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2.1 Double entry system

B ook-k eepin g  is concerned  w ith  correctly  entering perm anent w ritten  
records o f  f in a n c ia l  tra n sa c tio n s  in to  th e  b ook s o f  acco u n t o f  the soc iety .

A  f in a n c ia l tra n sa c tio n  arises in th e  course o f  business, w h en  there is a 
transfer o f  m o n ey , or so m eth in g  having a m on ey  value. E xam ples w ill be  
considered  later w h en  th e  w orking ledger is exam in ed .

In every financial transaction  there are tw o aspects. T here is the 
im parting {giving) o f  the  benefit transferred  and there is the 
receiving  o f this benefit. This im parting and receiving takes place 
betw een th e  accounts in the books o f the society.

The double-en try  system  o f book-keeping is used to  record  this 
transfer betw een the  im parting accoun t and the  receiving account.
In this system , details o f  the  m oney, or m oney value, o f the benefit 
transferred  are recorded  tw ice in to  the accounts o f the  society.

The accoun t which im parts or provides, is credited  (CR) and the 
accoun t which receives is deb ited  (DR). For every cred it en try  there 
m ust be a corresponding d eb it en try  and vice versa, fo r every debit 
en try  there m ust be a corresponding cred it en try . W hen there  has 
been corresponding postings m ade in to  the  books o f account, they  
will balance. The deb its w ill equal the credits.

The balancing o f  th e  books is similar to  the balancing o f a beam- 
scale. When the  goods in one pan o f the scale are the  same w eight as 
the  m etal weights in the  o th er pan, the scale will balance.

2.2 Trial balances

The book-keeper can check th a t the  books balance by the  
p rep ara tio n  o f a trial balance. These are statem ents p repared  after 
th e  posting  o f the  debit and cred it entries has been com pleted  for a 
given period. They show the  list and to ta l o f all debits and the  list 
and to ta l o f all credits. Since all entries of any financial transaction  
are recorded  tw ice, once as a d eb it and then correspondingly as a 
cred it, the to ta l of all deb its on th e  trial balance m ust be the same 
as the  to ta l o f all the credits. If these to tals do n o t agree w ith  one 
ano ther, then  an error has been m ade. The book-keeper m ust th en  
check all the additions and all the  postings, fo r a trial balance m u st 
balance.

The book-keeper will be concerned w ith  tw o trial balances:

1 W orking ledger trial balance
The w orking ledger (Exam ple 1, page 6), contains the deb it and 
corresponding cred it entries fo r all the  financial transactions. These 
en tries are m ade as they  arise in to  th e  records o f original en try . A t 
the end o f every week th ey  are posted  into the w orking ledger from  
these records. The w orking ledger is closed o ff and balanced every 
w eek after these postings have been  com pleted . This is checked by 
the p repara tion  o f a trial balance o f all the deb it and credit to ta ls o f  
entries  to  be m ade from  the  w orking ledger in to  the m ain ledger. 
Exam ple 1 (page 7) includes a trial balance.

2 M ain ledger trial balance

The m ain ledger (Exam ple 2, page 8) contains the balances on the 
various accounts o f the society. A fte r the deb it and cred it entries 
are m ade from  the w orking ledger, the  new balances on  these 
accoun ts in the m ain ledger are ascertained. T hen a trial balance of 
all the  deb it and credit balances in th e  main ledger will be prepared  
to  check th a t the  main ledger balances. Exam ple 16 (page 29) show s 
this ty p e  o f trial balance.



2.3 Records of original entry

The essential books and records used in this book-keeping system  are 
outUned in the  sections w hich follow . T he entries to  be m ade in 
them  flow  from  the  initial entries m ade in to  the records o f  original 
entry. These entries are m ade im m ediately  the  financial transactions 
occur. T hey  becom e th e  source o f postings to  th e  ledgers. In the  con­
sum er co-operative the  follow ing records of original en try  are used:

(a) R eceip t books (E xam ple 6, page 13)

(b) Paym ent vouchers

(c) Invoices (E xam ple 9, page 16) and credit no tes

(d) Cheque-books, bank  paying-in books and th e  bank  sta tem ents 
fo r bank charges

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

G enerally, either these p rim ary  docum ents can be specially p rin ted , 
o r standard  books, w hich are available from  m o st s tationers, can be 
adap ted  to  m eet m ost local needs. T hey  should be num bered  
consecutively and new  docum en ts should be k ep t locked  away to  
ensure th ey  are contro lled .

Entries ob tained  from  the exercises on page 37 have been used to  
illustrate the posting  o f th e  ledgers, form s and records used as 
exam ples in this m anual. In th e  books o f a society, individual 
transactions are posted  in to  th e  records on th e  dates on  w hich they  
occur.

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

This ledger com bines the  func tions o f the  trad itional cash book  and 
the  journals. I t is a sum m ary ledger. D etails o f  all the  financial 
transactions o f th e  society are posted  from  the records o f their 
original en tries in to  the  w orking ledger. This is kep t on the  d oub le­
en try  system , so th a t for every debit en try  (DR) there is a 
corresponding credit en try  (CR).

This ledger is a colum nar cash analysis book  w hich can usually  be 
purchased from  the local book-shop and the  headings are w ritten  in 
by  the  book-keeper as required. Tw o separate colum ns, one for 
deb it entries, the o th er fo r cred it entries, are k ep t for each ty p e  o f 
account. T he num ber and ty p e  o f separate accounts k ep t by a 
society will depend upon  its ow n particu la r needs and circum stances. 
However, our exam ple shows the  typ ical accounts w hich need to  be 
kep t. T o  avoid opening m any colum ns for accounts w hich are n o t 
o ften  used, tw o separate colum ns can be opened, headed ‘O ther 
A cco u n ts’ and entries for these in frequen t transactions can be 
posted  in to  these colum ns. T hey  are posted  separately in to  the  
accoun ts concerned in the m ain ledger.

As en tries are m ade in to  the  w orking ledger from  the original 
records th ey  show the  date  o f  the transaction , the  details and any 
reference num ber  from  the original en try . T hen the appropria te  
deb it and cred it entries are m ade in to  the  colum ns provided. All 
this in fo rm ation  is shown on th e  sam e line fo r each transaction . A t 
the  end o f every week the w orking ledger is closed o ff  and balanced. 
T he to ta ls  o f the  deb it and cred it en tries th en  to  be posted  to  the  
main ledger are first checked by  the  p repara tion  o f a tria l balance 
(see Exam ple 1, page 7).

T he w orking ledger, show n in Exam ple 1, has been posted  from  the  
sum m ary o f the financial transactions for the  w hole o f 1975 and all 
o f these entries are dated  as D ecem ber 31 (see Exercises, page 37). 
W hen used in a society, the  w orking ledger will have daily  postings 
and it will be closed off, to ta lled  and balanced every week.



OicuÛ
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2.5 Main ledger: Example 2

In this example the accounts are shown together. In the main ledger 
o f a society a separate page is kept for each account as shown in 
Example 2(a). Since they are posted from the working ledger, these 
accounts will be kept in the main ledger in the same order as they are 
kept in the columns o f  the working ledger. The pages kept for each 
account are numbered consecutively and contain colum ns for the date, 
the details, the reference number and then three additional columns.

In the first o f these three columns debit entries (DR ) are posted. In the 
second column the credit entries (CR) are posted. The third column  
contains the running balance, prefixed to  show whether it is DR or CR.

At the end o f every four weeks the DR and CR balances in the main 
ledger are separately listed on a trial balance, shown in Example 16, 
(page 29). This checks that the main ledger balances. Also at the 
end o f every four weeks, after this trial balance has been prepared, 
the m onthly report to  the com m ittee shown in Example 19 (page 31) 
is prepared. At the end o f  the financial year the trading account for 
the year, together with the surplus disposable account and balance 
sheet, all shown in Example 21 (page 35) will be prepared.
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2.6 Members' share and deposit ledger: Example 3

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 o f  their original entries, after these have

E xam ple 3

been posted to  the working ledger. At the end o f  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 o f  the main ledger. The 
resulting balance for deposits is agreed with the CR balance for these 
in this trial balance.
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2 7  Creditors' ledger (accounts payable): Example 4

Creditors are suppliers who are owed m oney by the society for 
goods or services supplied on credit terms to the society. In this 
ledger, a record o f the transactions o f the society with these 
individual suppliers o f  goods and services will be kept. A separate 
page will be opened for each o f these suppliers. These pages will be 
kept in surname alphabetical order.

These pages contain colum ns for the date o f the transaction, the 
details and reference number. There are also three other columns. 
The first colum n 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 o f every four weeks the balances in this ledger will be 
add-listed to produce the net credit balance (CR) due to suppliers.

This total is then agreed with the CR balance for creditors shown  
in the trial balance o f  the main ledger at that date.

E xam ple 4
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2.8 Debtors' ledger (accounts receivable): Example 5

Debtors are customers o f the society who owe m oney to the society. 
The society will generally obtain immediate cash for sales o f goods. 
Som etim es limited credit terms may be allowed (for exam ple, to 
welfare or similar organisations trading with the society). A ny 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 m oney 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.

At the end o f  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 o f  the 
main ledger at that date.

E xam ple  5
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2.9 Other books and records

There are o ther books and records in use in the society, in w hich are 
en tered  the  num erous details connected  w ith  the  business operations 
and controls. These will be ou tlined  w hen the  accoun ts are 
considered later.

2.10 Other book-keeping terms

Book-keeping is a technical subject. Technical book-keeping term s 
are used in this m anual as follows:
(a) Financial, or accounting, period

The financial period  is the  period o f tim e covered by the final 
accounts. This period  is o ften  o f one year, ending on a date 
stated  in the  by-law s o f the  society.

(b) Final accounts

These are p repared  at the  end of the financial period. This 
consum er co-operative uses tw o final accounts.

(c) Trading account

This is one o f  th e  final accounts. It is a sum m ary o f all o f the 
incom e and ex p en d itu re  fo r the financial period. This 
sum m ary reveals the  surplus or loss.

(d) Surplus disposal accoun t

This accoun t shows the  proposed  disposal o f  any n e t surplus.
It contains the  recom m endations o f  the com m ittee  on the 
allocations fo r reserves, education , share in terest and bonus.

(e) The balance sheet

This is a hst o f th e  liabilities and the assets o f  the  society on a 
given date. A balance sheet is p repared afte r the  final accounts 
have been com pleted  a t the  end o f the  financial period.

(f) Surplus and loss

The incom e  o f  th e  society  is earned from  th e  sale o f  goods. The 
expend iture  includes th e  cost o f purchasing and selling the 
finished goods. There is a net surplus w hen incom e is greater 
th an  expend itu re . T here is a net loss when expend itu re  is 
g reater than  incom e.

(g) Liabilities and assets

Liabilities show w hat the society owes. T hey include m em bers’ 
shares and deposits, reserve funds, surplus n o t d istribu ted , and 
balances owed to  creditors.
A ssets  show  w hat the  society owns. They include land, buildings, 
fix tures, fittings, stocks, investm ents, cash, and balances owed 
by debtors.
F ixed  assets are held perm anen tly  to  be used to  earn incom e 
and include land buildings, fix tu res and fittings.

In terest and bonus(h)

(i)

In terest is th a t part o f  any net surplus w hich is d istribu ted  to  
m em bers in relation to  their share capital. In some countries 
th e  term  dividend  is used instead.

B onus  is th a t  p art o f any n e t surplus d istribu ted  to  m em bers in 
re la tion  to  their trade w ith  th e ir society. This is som etim es 
called patronage refund.

The aud itor

T he auditor  is a skilled acco u n tan t whose responsibility  it is to  
check and verify the accoun ts o f the  society at the end o f the  
financial year and at any o th er tim e as the  registrar o f  co­
operatives m ay consider necessary. The aud ito r is independen t 
o f  th e  society and reports  to  the  registrar and the m em bers.
In ternal auditors, w here th ey  exist, are elected under the  by ­
laws by  the  m em bers at their A nnual General M eeting. They 
are elected to  conduct regular checks fo r the m em bers on the  
books, assets and activities o f th e ir society. They rep o rt to  the 
m em bers at th e  A nnual G eneral Meeting.
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T he w orking ledger is show n in E xam ple 1, (pages 6 -7 ). This ledger 
is posted  at the end o f every w eek from  original records w hich are 
m ade im m ediately the  financial transactions occur. The en tries 
posted  in this ledger are ou tlined  as follows:

3.1 Cash account

(a) Security

Cash m ust be handled  w ith  the  u tm o st care and, w herever 
possible, only one person should be responsible fo r receiving 
and paying all cash. This person should n o t also be th e  b o o k ­
keeper. A t all tim es cash, o th e r th an  th a t w hich is in use in the 
cash register (till), m ust be placed in the safe. The safe m ust be 
k ep t locked and only  th e  person instructed  by  the  com m ittee 
should hold the  key.

The cash in hand should be checked from  tim e to  tim e by the 
com m ittee and by the  in ternal auditors appo in ted  by  the  
m em bers. The au d ito r appo in ted  by the  registrar o f  co-opera­
tives will also check the cash in hand on his visits to  th e  society.

A part from  th e  cash float, or o th er cash held to  m ake 
expected  paym ents, all cash should be banked as soon afte r 
receipt as possible. T he cash flo a t  is a set sum  held back  in the 
store fo r change.

(b) Cheques received

For book-keeping purposes all cheques, postal orders or m oney 
orders received by  the society are trea ted  as cash. C heques 
should only be accepted  if prior arrangem ents have been m ade 
w ith the m anager o f the  society. Generally, cheques bearing a 
date in th e  fu tu re  (post-dated) should n o t be accepted.

(c) Cash receipts

A receip t similar to  Exam ple 6 m ust be issued w henever cash 
is received.

E xam ple 6

CASH  RECEIPT

N um ber: /S '

R E C E IV E D  F R O M :...............................................................................................................

.......... ...........................  dollars and .................................... cen ts $ ...  i:. !!^ . 

IN PA Y M EN T OF: ......................

D A TE: 7 .§ ....... FOR: C o-operative s o c ie ty  Ltd

SIG N ED : ....... .............................................

Posted to  w ork ing  ledger page n o ...............................
f>OM book.

The receip t will show the follow ing details;
1 Cash receip t num ber

2 N am e o f co-operative society
3 N am e o f person paying the  cash
4 Purpose for w hich cash is received

5 A m o u n t o f cash received in w ords and figures
6 D ate cash received

7 S ignature o f person receiving the  cash

Usually the  receipt is m ade o u t in dup licate  using carbon 
paper. T he top  copy  is issued to  th e  person paying the cash. 
The b o tto m  co p y  is kep t by the society as the record  of 
original en try  from  w hich the  w orking ledger will be posted  as 
follows:
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D a te ................. received
D e ta il..............  from  receip t book
R e f  no ............ receip t num ber
DR  ..................  d eb it cash account — w ith am oun t

received
CR ..................  credit im parting accoun t eg debtors,

shares or o ther im parting account 
w ith  am ount received

(d) Cash p a ym en ts

A receip t m ust be ob ta ined , or a paym ents voucher be m ade 
out, in su pport o f all cash paid ou t. These will con ta in  similar 
details as show n in Exam ple 6. On the receip t, or paym ents 
voucher, the  person receiving the  cash from  the society  will 
sign his nam e. F rom  th e  receip t or paym ents voucher, which 
form s the  record  o f original en try , the w orking ledger is 
posted  as follows:

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

Detail .............  from  receip t or voucher ob ta ined

R e f  n o .............  receip t or voucher num ber

DR  ..................  d eb it receiving account ie b an k ,
expenses or o ther receiving accoun t 
w ith  am oun t paid

CR ...................  credit cash account — w ith  am o u n t
paid

3.2 Bank account

(a) Current account

A cu rren t accoun t should be opened at the nearest bank. The 
bank will issue a.paying-in book  and a cheque book  a fte r they  
have received a copy o f th e  reso lu tion  of the  com m ittee  to  
open the  account. The com m ittee  will also in form  th e  bank  o f 
the officers w ho are au thorised  to  sign cheques on beha lf o f 
the  society. T he bank  will require specim en signatures from  
these officers. T he person appo in ted  to  handle the  cash o f the 
society will m ake th e  deposits to  this curren t accoun t at the 
bank.

(b) Bank deposits

A page in the bank paying-in bo o k  is m ade ou t in dup licate  and 
the  cash is taken to  the  bank. The bank will keep th e  top  co p y  
and will stam p the b o tto m  co p y  as the receipt fo r the society. 
F rom  this record o f original en try , entries to  be m ade in to  th e  
w orking ledger are:

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

Detail ............. from  the paying-in slip, stam ped and
receipted

R e f  no ...........  num ber o f paying-in slip

DR  .................. deb it bank — w ith am ount deposited

CR .................. credit cash — w ith am ount deposited

(c) Bank paym ents

Paym ents will be m ade using cheques from  the cheque book, 
w hich should be kep t locked in the  safe. The book-keeper will 
p resen t the bills to  be paid to  the  m anager who should m ake 
o u t the  cheques. The officers o f the  society authorised to  sign 
th e  cheques should do so only afte r they have com pared the 
cheques w ith  the bills fo r paym en t. The cheques are sent o ff 
to  the  creditors concerned. T he w orking ledger is th en  posted  
from  the  cheque book  stubs as follows:

Date ...............  o f cheque as show n on the stub
reta ined  in the cheque book

Detail ............. nam e of cred itor (payee) from  the
stub

R e f  no ...........  num ber o f cheque

DR  .................. d eb it payee  — cred ito r or o ther
receiving account w ith am ount o f 
cheque

CR .................. credit bank — w ith am ount o f
cheque
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(d) Bank sta tem en ts and reconciliation sta tem en t

F rom  tim e to  tim e the bank  will send a s ta tem en t show ing all
transactions posted  to  the  acco u n t o f the society by  them ,
together w ith the used cheques. W hen these are received the
follow ing procedure is undertaken :

1 The balance to  begin on  th e  s ta tem en t is checked to  
ensure th a t it is the sam e am oun t as show n on th e  previous 
s ta tem en t as the balance to  end.

2 The cheque en tries on th e  sta tem en t are ticked  (y^) to  ensure 
th a t  all cheques posted  on the  sta tem en t have been enclosed.

3 Item s rem aining as w ithdraw als on the bank  s ta tem en t, if 
any, are for such item s as com m ission and in terest as will be 
seen by  checking the  prefix  num ber of the  posting  w ith  the 
num ber code show n at the  b o tto m  o f the sta tem en t.

4  These bank charges are added and the to ta l is posted  to  the 
w orking ledger as follows;

D ate ...............  posted  to  w orking ledger

D e ta il ..............  bank  sta tem en t — charges

R e f  n o .............  num ber o f bank  sta tem en t

CR ..................  credit bank

D R  ..................  d eb it o ther expenses — bank  charges

5 When this en try  and all entries in the  w orking ledger have 
been posted  to  the  m ain ledger, the  last balance show n on 
the bank  s ta tem en t has to  be reconciled  w ith  th e  last 
balance show n on the bank  account in the  m ain ledger (see 
Exam ple 7 below).

6 Cheques are sorted  in to  their num erical o rder and ticked  
against the entries w hich were m ade in the  w orking ledger 
when the cheques were draw n.

7 D eposits as show n on the  sta tem en ts are ticked  against the 
entries which were m ade in the w orking ledger w hen the 
deposit was m ade.

8 The bank colum ns o f  D R — deposits, and CR — paym ents, 
now  show ticked  entries, indicating th a t th ey  have been 
posted  by the  bank  to  th e  statem ent.

9 T he reconciliation is th en  p repared  as follows: 
E xam ple  7
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10 W here an overdraft (norm ally  in red p rin t) is show n as the 
balance on the  s ta tem en t, cheques n o t p resented  are 
added  and deposits in transit are deducted  to  produce the 
balance on the  bank accoun t in the  m ain ledger.

11 O verdrafts arise w hen cheques have been paid from  the 
accoun t w ith  the  bank in excess o f the funds held in the 
account. T he bank has th en  in reality  m ade a loan to  the 
society. O verdrafts should first be arranged w ith the  bank 
m anager. T hey  should on ly  be used for short periods since 
the  ra te  o f  in terest charged by  a bank for an overdraft is 
very high.

3.3 Purchases
(a) Suppliers

The society will purchase goods fo r resale to  m em bers from  
w holesalers, m anufactu rers or producers. O ften  prim ary 
co-operatives com e together to  form  a co-operative un ion  w hich 
acts as th e ir m ain supplier. By consolidating their buying pow er.
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the  prim ary societies, th rough  their union, buy  in bu lk  and 
ob ta in  b e tte r prices and term s th an  they  could  ob ta in  when 
buying alone.

Suppliers usually give credit term s  to  co-operatives afte r they  
are satisfied th a t the  society  is stable and cred itw orthy . To 
con tinue to  enjoy these term s and to  develop the  confidence 
o f o thers in co-operatives, the  society m ust ensure th a t  it keeps 
w ith in  the  term s o f cred it g ranted, including the  term s o f 
paym ent.

M ost o f the  goods purchased fo r resale will thus be paid for 
som e tim e afte r delivery. Some goods will still be purchased for 
im m ediate cash. For exam ple, p roduce purchased from  
producers fo r resale in th e  store is o ften  paid  by im m ediate 
cash on delivery: DR purchases: CR cash.

(b) Ordering and receiving goods

The m anager should prepare the  w ritten  orders to  the  suppliers 
in duplicate. The o rder is signed by the m anager and the  top  
copy  is sent to  the  supplier.

Usually the goods o rdered  will be sent to  the society w ith  a 
delivery note. The delivery note, sent by th e  supplier, shows 
the  q u an tity  and descrip tion  o f the  goods despatched .

When the goods are received at the society, they  are checked 
against the delivery n o te  and the b o tto m  copy  o f th e  order 
k ep t by the m anager.

W here, because o f dam age or sho rt delivery, a cred it is due 
from  the supplier, it should  be claim ed at once in w riting. A 
copy o f the claim fo r  credit will be kep t by  the  m anager. A fter 
the goods, w hich have been  delivered, have been checked and 
accepted, their details w ill be en tered  in th e  goods received 
book  as show n in Exam ple 8.

Where a society purchases goods from  a few  suppliers and 
delivery no tes are alw ays received, these can be filed separately 
and this file can be used instead o f  a ‘goods received’ book. In 
particular, th e  delivery no tes issued by a co-operative union 
supplying th e  society can be filed separately and k ep t as the 
‘goods received’ record  fo r these supplies.

E xam ple  8
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(c) B ook-keep ing  entries fo r  purchases

The supplier will send his invoice  showing the  cost prices and 
to ta l value o f the goods despatched . A  typical invoice is 
show n in Exam ple 9.

E xam ple  9

INVO ICE
Suppliers no: 147

FROM : C o-operative W holesale L td, 1, T he D ocks, A n yw here.

TO: A n yw h ere  Consum er C o-op  S o c ie ty  L td. Date: 1 /2 /7 5
M ain Street, A nyw here

Y o u r order no; Date ordered: Date sent:

333 3 .1 .7 5 2 7 .1 .7 5

N um ber Description Price Cost

2 Sacks o f  barley

12 Cartons o f  sugar

T erm s: n e t cash 7 days

0 .5 0  1 .0 0

0 .9 0  1 0 .8 0

T O T A L  1 1 .8 0

Soc-te^ mujcvjL. nxD 2 6 2 ,
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Since the cost o f  transporting  the goods for resale to  th e  society 
will be d irectly  recovered from  their selling prices, any charges 
m ade fo r tran sp o rt will be trea ted  in the  same way as charges 
m ade fo r the  goods and will be deb ited  to  the  purchases 
account.
W hen th e  invoice for goods or tran sp o rt is received by  the  
society, it will be given a consecutive num ber. T he details on 
the  invoice will be checked against the  en try  m ade in th e  ‘goods 
received’ book  w hich was m ade w hen the goods concerned 
were received. T he en try  in the  ‘goods received’ bo o k  will be 
m arked o ff to  show  th e  invoice num ber and the  date  o f  the 
en try  m ade fo r th e  invoice in the  w orking ledger.

When credit no tes  are received th ey  to o  will be given a 
separate consecutive num ber. T heir details will be checked 
against th e  b o tto m  copy o f the claim for cred it, w hich will be 
m arked o ff  to  show  th a t the cred it no te  has been received.

F rom  th e  accepted invoice, or cred it notes, the  w orking ledger 
will be posted  as follows:

Charges fro m  invoices Credits fro m  credit notes

D a t e ........ , o f  invoice D a t e ........ .. o f  credit n o te

D eta il .. nam e o f  supplier D e ta i l ..... .. nam e o f  supplier

R e f  n o  . in vo ice  num ber R e f  no  ... .. credit n o te  num ber

D R p u rc h a se s  — w ith  to ta l 
co st value on  in vo ice

D R .. cre d ito rs  — w ith  to ta l 
co st value o n  credit 
n o te

C R cre d ito rs  — w ith  to ta l 
c o st value o n  in vo ice

C R .. p u rc h a se s  — w ith to ta l 
co st va lue on  credit 
n o te

A fter these entries have been m ade in the w orking ledger, their 
details will be posted  in to  the individual accoun t o f th e  
supplier k ep t in th e  c red ito rs’ ledger. The invoices and credit 
no tes will be separately  filed in their society num ber order 
ready for audit.

(d) Pricing

The cost price  o f th e  goods includes their purchase price as 
shown on the  invoice, together w ith  their cost o f tran sp o rt to  
th e  society, and any o th e r d irect costs charged, such as im port

du ty . To calculate the  selling price  o f  the goods a mark-up  is 
added to  their cost price. This m ark-up is usually expressed as a 
percentage rate o f  the  cost price. T he rates o f m ark-up to  be 
applied to  cost prices will depend  upon  at least the following:

1 pricing policy o f the society

2 local prices set by  com petito rs

3 th e  estim ated  expenses o f the  society

4 th e  ty p e  o f goods: quick selling item s like sugar have a low er 
m ark-up than  higher-priced, slow er selling item s like clothing.

The selling price will be calculated by  the m anager and will be 
en tered  in red on the  b o tto m  o f the  invoice. T he goods 
concerned  will be individually price m arked w ith  their selling 
prices. Since delays in the receiving o f invoices can occur, 
selling price calculations are o ften  m ade by using the 
in fo rm ation  show n on th e  delivery notes.

(e) P aym en t fo r  purchases

W here goods for resale are purchased fo r im m ediate cash, no 
entries are m ade in the cred ito rs’ ledger. The entries to  be m ade 
in th e  w orking ledger will be:

D a te ................. o f purchase

D e ta il ..............  o f goods
R e f  no ............ cash rece ip t/p ay m en t voucher num ber
D R ...................  purchases  — w ith  am oun t o f cash paid

CR  ...................  cash — w ith  am oun t o f cash paid

W here goods fo r resale are purchased  on  credit terms, the 
supplier will send his sta tem en ts  fo r  p a ym en t by  the society  a t 
regular intervals, usually m on th ly . These sta tem ents will show 
the  balance ow ed from  previous m o n th s  together w ith  details 
o f invoices, cred it notes, paym en ts received, d iscounts allowed 
during the cu rren t period, and the  balance rem aining due. These 
details will be checked against th e  individual account fo r the 
supplier kep t in the  c red ito rs’ ledger in a similar way as the 
bank sta tem en t is checked.
A fter th e  balance claim ed by  the  supplier has been agreed, 
p ay m en t is m ade in accordance w ith  the agreed cred it term s. 
Som etim es suppliers allow a cash d iscoun t for paym en t
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(f)

w ith in  a stated  period. D eductions fo r any d iscounts are m ade 
from  th e  agreed balance on  the  sta tem en t, and th e  cheque will 
be m ade o u t fo r th e  n e t balance. E ntries are m ade from  the 
cheque stubs in to  the w orking ledger as follows:

D ate  ..............  o f cheque
D e ta il ............. nam e o f  supplier
R e f  n o ............ cheque num ber

D R ..................  creditors — w ith  am oun t o f cheque plus
d iscoun t allowed

CR  ..................  bank  — w ith  am oun t o f cheque
C R ..................  o ther expenses — w ith  am o u n t o f cash

d iscoun t

These details will also be posted  in to  the  individual accoun t o f 
th e  supplier k ep t in the  c red ito rs’ ledger. The s ta tem en t will be 
sent w ith  the cheque to  th e  supplier. When th e  receip ted  
s ta tem en t is re tu rn ed  to  th e  society, it will be filed ready  for 
audit.

Goods fo r  ow n use

Any goods taken  from  th e  stocks to  be used in the  shop for 
cleaning or o th er au tho rised  purposes are to  be recorded. 
E ntries are m ade fo r these in the  w orking ledger as follows;

DR: O ther expenses
CR: Purchases w ith  th e  cost value o f these goods

3.4 Sales

T he m ain source o f incom e to  th e  society is from  th e  sale o f 
consum er goods to  m em bers. T he book-keeper is involved w ith  tw o 
m ain aspects o f  the  financial transactions concerned w ith  sales. These 
are th e  contro l o f  cash and the  recording o f  the trade o f  the  
individual m em bers w ith  their society.

(a) Cash contro l

W hether the  store operates on  coun ter service or self-service, 
as few people as possible should  handle cash. In the  cou n ter 
service store one cashier is usually  sufficient. T he num ber o f 
cashiers in a self-service sto re  will depend up o n  the  num ber o f

check-outs required  to  handle th e  volum e o f business. Each 
cashier will be responsible for th e  cash he or she handles.

Sales can be recorded by  using cash registers (tills) w hich 
p roduce a sales slip for the custom er and an audit list fo r cash 
co n tro l purposes. However, w here the volum e o f business does 
n o t ju stify  the  expend itu re  on a cash register, cash sales 
receip t books w ith num bered  pages w hich are m ade o u t in 
trip licate , using carbon papers, are used. T he pages are 
com pleted  as shown in Exam ple 10.

E xam ple  10

Sold to:

CASH S A L E S  R E C E IP T

Num ber; ....?.7.

............................................................  Share no: ....7.9..

Description o f goods Q u an tity Selling price Tota l value

5  KxU) asr 1 ^ 0

10 K, (o 16 1 6o

C A S H  R E C E IV E D ; ........ ................................dollars
3 oo

a n d ..... ......................... cents

D A T E ; ........  F O R ............................................

S O C IE T Y  L T D

C O -O P E R A T IV E

Signed

T he m anager issues and con tro ls all the  sales receip t books or 
the  till rolls. The cashiers are issued w ith  a set am ount o f 
change as a cash float fo r change at the  start o f  each w orking  
day.
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During the day  custom ers are issued w ith the  top  copy o f the 
sales receip t or a cash register slip as they buy  from  their 
society. Where any p e tty  cash paym ents are m ade from  the till, 
the  cashier will ob ta in  a signed receipt.

A t  the end o f  each day  the  follow ing Cashing-up procedure  
will be follow ed:

1 Cashier takes o u t the  cash float w hich is checked and locked 
in the safe by the  m anager.

2 The rem aining cash is coun ted  and listed w ith any p e tty  cash 
paym ents receip ts on the  cashing-up slip (E xam ple 11). The 
m anager gives the  cashier a receip t for th is cash w hich he 
then  locks in th e  safe.

3 Where a cash register is in use, the  to ta l sales for each day 
will be ob ta ined  from  the  audit list k ep t in the cash register. 
If no cash register is used, the  am ounts o f sales show n on the  
b o tto m  copies o f th e  sales receip ts are add-listed to  produce 
this to ta l. The sales to ta l is en tered  on th e  cashing-up slip.

4 A ny difference betw een  the cash and the sales to ta l is 
recorded on th e  cashing-up slip. The cashier will be required 
to  locate or explain any differences.

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

Date ...............  o f  sales
Detail ............. num ber o f cashing-up slip

D R ...................  cash — w ith  actual ‘cash’ to ta l
(including any p e tty  cash 
paym ents)

CR ...................  sales — w ith to ta l o f sales from  sales
receipts or slips

D R /C R  ..........  cash d ifferences — w ith any shortages
(D R) or any overs (CR)

Where the ‘cash’ to ta l includes any am oun t paid o u t as 
‘p e tty  cash’, a fu rth e r en try  in to  the w orking ledger will 
need to  be as follows:

D ate  ..............  of paym en t

D e ta il ............. from  p e tty  cash paym en t receipt

R e f  n o ...........  receip t num ber

D R ..................  receiving accoun t eg expenses — w ith
am oun t paid

CR ..................  cash — w ith  am o u n t paid

E xam ple 11

C A S H IN G -U P  S L IP
No: .................................

Cashier: ........... ................................................ ..........................  Date:

Cash: $

$ 1 0 0  notes 300-00
$ 1 0  notes 15 0  0 0
$1 notes 2 0 0 -0 0
Coins 5 - 6 2

Cheques 10- I?

Postal Orders 1 -a i

Petty Cash Payments:

........  i '4 -6

TOTAL CASH $

Sales: fro m  sales receipt books
or cash register lists $ b h ‘1 -57

Cash difference: short/over $ /■ 10

Reason fo r  d ifference: ^ a

Signed: ...................................................... ..................  Cashier

Signed: ..............I s T . ............. ..................  Manager

Posted to  w orking ledger — page no 5-(
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(b) M em b ers’ trade records

Where the  society is using sales receipt books, receipts will be 
m ade to  show the  nam e and share num ber o f th e  m em bers as 
well as the  details and prices o f the goods sold. A fter the  to ta l 
daily sales have been determ ined , the m iddle copies o f th e  sales 
receipts will be separately  to rn  o u t from  the sales receip t book. 
They will be sorted  in to  share num ber order and the receipts 
fo r each m em ber will be separately  filed. This will be done 
th ro u g h o u t the financial period. A t the  end o f each financial 
period  the  receipts for each m em ber will be add-listed to  
produce th e  to ta l trade o f  each m em ber during the  period.
These to ta ls  will be used to  d istribu te  any bonus due.

Since this system  is very expensive to  operate  and can resu lt in 
considerable delays, it is recom m ended th a t a bonus stam p  
system  be operated . These stam ps are similar to  postage stam ps. 
They are issued at the tim e o f the purchase o f the  goods by the 
m em ber for a fixed  u n it o f purchase (eg one stam p represents 
five cents o f purchases). Books are provided fo r the m em bers 
to  stick their stam ps in. A t the  end o f the financial year, 
should there be a bonus d istribu tion , the m em bers will p resen t 
their stam p books and the  bonus they  receive will depend on 
the  num ber o f stam ps in their books, which represen t their 
trade w ith  the society.

(c) Credit sales

Generally all sales will be m ade for im m ediate cash. Som etim es, 
if approved by the com m ittee  and authorised under the by-laws, 
som e cred it sales will be allow ed. In these cases th e  society will 
issue invoices. These invoices will be m ade ou t in duplicate  
at the tim e o f the cred it sale. The custom er will sign the 
invoice and take the  top  copy. The book-keeper will post the 
w orking ledger from  the b o tto m  copy as follows;

D a te ....................  o f cred it sale
D e ta il ..................  nam e o f  custom er

R e f  no ...............  invoice num ber

D R .......................  debtors — w ith am oun t o f cred it sale
CR .......................  sales — w ith  am ount o f cred it sale

W hen th e  d eb to r pays the  account, a receip t will be issued by 
the society. From  the b o tto m  copy o f this receip t the w orking 
ledger will be posted  as follows:

D a te ........................... o f  receip t

D e ta il ........................  nam e o f  custom er
R e f  n o ....................... receipt num ber

D R .............................  cash — w ith  am oun t received

CR .............................  debtors — w ith  am oun t received

T he details o f the credit sale and th e  receip t o f the cash will 
also be en tered  in to  the individual accoun t for the custom er 
k ep t in the d eb to rs’ ledger.

3.5 Cash differences

In this accoun t will be recorded any cash differences revealed at the 
end o f each day w hen the sales are balanced. The w orking ledger will 
be posted , as previously indicated, from  th e  cashing-up slips.
D ebit (D R ) en tries in th is accoun t will rep resen t cash shortages, and 
credit (CR) en tries will indicate cash overs. W henever any cash 
differences are revealed explanations will be ob tained  from  those 
responsible for the  cash. A t the  end o f each financial period the 
balance on th is accoun t will be cleared by transfer to  the sales 
account, eg.

Cash d ifferences balance DR $ 5 .6 0  Clear by  transfer to  sales account: 
CR: cash d ifferences and DR: sales w ith  $5.60.

3.6 Wages

(a) E m ployees

T here should be a w ritten  contract o f  em p lo ym en t  m ade 
b etw een  the  society and each em ployee, including the m anager. 
Each em ployee should also be issued w ith  a, job  description  
o u tlin ing  his duties. When an em ployee is engaged, a page will 
be opened for him  or her in the  wages book  show n in Exam ple 
12. The wages will be at the ra te  (and paid at the tim e) sta ted  in 
the  co n trac t o f em ploym ent. D eductions 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.

E xam ple 12
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(b) Paym ents

Separate cheques can be made out for the net cash due for 
wages to each em ployee. However, since m ost em ployees have 
no bank account o f 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 em ployee 
and as they receive their cash, each em ployee 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:

D a te ............ o f  cheques
Detail..........  wages, tax, etc
R e f  n o ........ cheque number

D R ..............  wages — with n e t cash and deduc tions
paid to  the authorities equals ̂ ross wages

C R ..............  bank — w ith  n e t cash and d ed u c tio n s  paid
to  the authorities equals ̂ ro5s wages

3.7 Property expenses

Property expenses are concerned with land, buildings and other 
property o f  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 
paym ent 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:

D a te ..................... o f  payment
D e ta il ..................  detail o f  expense
R e f  n o ................. receipt number
D R .......................  p ro p erty  expenses — with amount paid
C R .......................  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 P roperty 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 o f  the payment. The details o f the 
charge on the invoice and the paym ent made by cheque will also be 
posted to the individual account kept for the creditor concerned in 
the creditors’ ledger.

3.8 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 o f  expenses. Another method o f  keeping the 
different types o f  expenses separate, to help in their comparison 
and control, is shown in Example 13 (page 22) for o ther expenses 
analysis.

This example shows that double-pages are kept in the main ledger 
for other expenses. On the le ft  hand page o f  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
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credit balance. On the right hand page columns are ruled and headed 
for the classes o f expenses for which the analysis is to be kept. 
Details o f  the financial transactions concerning these expenses are 
posted to  the working ledger. The d eb it entries are made to  other 
expenses for charges. These will then be posted and analysed in the 
main ledger.

3.9 Fixed assets and depreciation

(a) Purchase

These are acquired and held primarily for the purpose o f  
earning income. They include land, buildings, fittings, fixtures, 
equipm ent and machinery. M oney spent as capital expend itu re  
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:

D a te ....................  o f  purchase
D e ta il .................. supplier/fixed assets
R e f  n o ................. invoice number
D R .......................  f ix e d  assets — with cost (capital

expenditure)
C R .......................  creditor — with cost

E xam ple 13
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Details o f all fixed assets are also entered into the f ix e d  assets 
inven tory  and schedule o f  depreciation  in Example 14. This 
inventory could also be kept on a card system  with each fixed  
asset having a separate card.

E xam ple 14

An inventory should also be kept o f  all brooms, brushes, 
buckets and similar items purchased. These are usually for 
small amounts and their cost would have been charged to  
o ther expenses. However, a check should be kept on them , and 
their whereabouts always be known to the manager.
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Wages and p ro p e rty  expenses im o lve  p a ym en ts  to s ta f f  or 
o ther organisations. D eprecia tion  is a non-cash expense. The 
charges m ade fo r deprecia tion  in th e  accounts o f th e  society 
are in ternal en tries representing  th e  allocation o f th e  cost o f 
the  fixed asset over its estim ated  w orking life. The years of 
useful w orking life will depend u p o n  the  ty p e  o f  fixed  asset 
and local conditions.

The charge fo r d ep recia tion  is m ade each financial year. These 
depreciation  charges are aggregated year by year so th a t  the 
bo o k  value o f th e  fixed asset is correspondingly reduced  by the 
to ta l charge fo r depreciation .

The equal insta lm ent m e th o d  o f  depreciation  is recom m ended 
here. This m ethod  spreads th e  cost o f  a fixed asset equally  
over its years o f  useful w orking life. T he annual charge fo r 
depreciation  will be calculated  as follows:

co st o f  f ix e d  asset , ,  ̂ ,
— ;---------------------------------------------:----- —̂  = annual charge fo r  depreciation
estim ated  years o f  u sefu l w ork ing  life

As a guide the  cost o f buildings could be depreciated  over 
20 years and th e  cost o f  fix tures, fittings, e tc  over 5 years. In 
som e areas depreciation  is n o t applied to  land, since th is can be 
considered n o t to  be a w asting fixed asset.

A fter th e  calculations o f th e  charges have been  m ade a t the  
end o f th e  financial year, th e  details are posted  in to  their 
inventory . The w orking ledger is posted  as follows:

D a te ................ last day  o f  financial year
D e ta il ............. deprecia tion  fixed assets
R e f  no ..........  inven to ry  page num ber

D R ..................  depreciation  (charge) — w ith  annual charge for
deprecia tion  from  inventory  (transferred  to
trading accoun t)

C R ...................  depreciation  (provision) — w ith  annual charge
fo r deprecia tion  from  inventory  (included in 
balance sheet)

(b) Depreciation

T here are m any risks o f loss or dam age to  the  p ro p e rty  o f  the 
society. The society can be covered against some o f these risks 
by tak ing  o u t insurance cover w ith  repu tab le  com panies. The 
full rep lacem ent value o f the  fixed  assets ra ther th an  th e ir cost 
or bo o k  value should be covered. T he society will pay an 
annual prem ium , these prem ium s being charged as p ro p erty  
expenses. T he insurance com pany  will issue a policy w hich is to  
be safely kep t in a separate file.

(c) Insurance

3.10 Shares and deposits

(a) Entrance fees

An application fo r  m em bership  fo rm  should be com pleted  by 
applicants wishing to  jo in  the society. A fter acceptance in to  
m em bership , the  applicant pays an en trance fee to  the  society 
as m ay be required  by  the  by-laws. A receip t for the fee is 
issued.

A new  m em ber is issued w ith  2. pass-book  showing th e  m em b er’s 
share num ber. These num bers ru n  consecutively. The details 
o f the  new  m em ber are en tered  in to  the  share and deposit 
ledger show n in Exam ple 3 (page 9).
F rom  th e  copy o f the  receip t issued fo r the  entrance fe e  the 
w orking ledger is posted:

D a te ..................... o f receip t o f  fee

D e ta il ..................  nam e o f m em ber

R e f  n o ................. share num ber

D R  ...................... cash — w ith, am oun t o f entrance fee

CR .......................  other expenses  (or reserve fu n d  if so
stated  in the  by-laws)

The m em bersh ip  register can consist o f the  com pleted  and 
accepted  m em bership app lica tion  form s duly  filed in 
surnam e alphabetical order.
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(b) Share contributions

C ontribu tions o f at least the  m inim um  share holding show n in 
the  by-laws should be paid in by the  m em ber. R eceipts are 
issued and the details will be posted  to  the w orking ledger as 
follows:

Date ...................  o f  receip t

D e ta il ..................  nam e o f m em ber

R e f  no ...............  share num ber/rece ip t num ber

D R .......................  cash — w ith  am oun t o f co n trib u tio n

CR .......................  shares ~  w ith  am oun t o f
co n trib u tio n

The details required  to  be show n on the  receip t include a note 
o f the  new  balance in the pass-book o f the m em ber. This is 
show n in Exam ple 6 (page 13). E ntries are also m ade for share 
con tribu tions in to  the  pass-book o f the m em ber and the  share 
and deposit ledger accoun t for th a t m em ber.

(c) Share withdrawals

Share capital is in the n a tu re  o f a perm anen t capital o f the  
society. W ithdrawals can only  be m ade in accordance w ith  the 
provisions in the by-laws. W hen shares are paid back, the  entries 
into the w orking ledger will be m ade from  the cheque draw n or 
receip t ob tained . The bank accoun t will be cred ited  (CR) and 
the share accoun t will be deb ited  (DR). E ntries will also be 
m ade in to  the m em b er’s pass-book and share and deposit 
ledger account.

(d) Share in terest

Should there be any net surplus a t the end o f the  financial year, 
and an in terest on shares be declared, it could be d istribu ted  
by cred it to  the share accoun ts o f the  m em bers. A fter the 
annual general m eeting, th e  in terest due to  each m em ber will 
be calculated based on the  low est balance o f share capital 
held by the m em ber fo r each com plete th ree  m onths. A fter a 
separate calculation has been m ade for each accoun t, the  to ta l 
in terest due is ascertained by  add-listing the  am o u n t calculated 
for each m em ber. The individual share accounts will be posted 
and the  to ta l in terest en tered  in to  the w orking ledger as a 
deb it (DR) to surplus and a credit (CR) to shares.

(e) Bonus

Should there be any net surplus a t the  end o f the financial year, 
and a bonus be declared, it will be d istribu ted  according to  the 
trade  o f the  m em bers w ith  their society  as seen from  th e  to ta ls 
o f the  sales receipts, or based on the  num ber o f bonus stam ps 
issued. Where the  bonus stam p system  is in operation , the 
am oun t o f bonus to  be d istribu ted  to  each m em ber will be 
calculated on the  stam ps p resen ted  by  the m em bers on  days 
declared as bonus days. M em bers w ould  indicate on the bonus 
d is trib u tio n  form s in Exam ple 15 if th ey  w ant their bonus in 
cash or by transfer to  their share accounts.

E xam ple 15

B O N U S  D IS T R IB U T IO N  F O R M

Name of mem ber: .........................................................................  Share no:

Bonus value

N um ber o f fu ll books 

N um ber o f additional fu ll pages. 

N um ber o f additional stamps

T O T A L  B O N U S  $

Please transfer my bonus to m y share account

S ig n e d ............................................................................ M em ber
OR

I acknowledge receipt in cash of m y bonus

o f $ ............................................

D a te ..................................  S ig n e d ...................................................................... M em ber

From  lists m ade from  the bonus d istribu tion  forms, entries 
w ould be m ade as follows in to  the  w orking ledger for the to ta l 
bonus d istributed:

(a) DR: surplus, CR shares: w ith  bonus transferred
(b) DR: surplus, CR cash: w ith bonus paid in cash
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Entries w ould also be m ade in to  the  individual pages o f the 
share ledger and in the  pass-books o f m em bers for the  bonus 
transferred . W here th e  sales receipt system  is in operation , 
similar bonus d is trib u tio n  form s, w ith o u t the  bonus stam p 
details, can be used. The bonus due to  each m em ber, calculated 
from  th e  to ta ls  o f  their sales receipts, will be en tered  on a 
separate bonus d is trib u tio n  form , m ade o u t fo r each m em ber 
before th e  bonus days. T hen  the  m em bers w ould  com e to  
collect their cash, or au thorise the transfer o f th e ir bonus to  
their share accounts.

(f) D eposit accounts

Since share holdings are n o t easy to  w ithdraw , m em bers could 
be encouraged to  invest w ith  their society in deposit accounts. 
W ithdrawals are easier and in terest on  deposits is at a ra te  
agreed w hen the  deposit was accepted. Such in terest is trea ted  
as an expense ra th e r th an  an allocation  o f surplus. As an 
expense, the  in terest is calculated and d istribu ted  by cred it to  
the deposit accoun ts befo re the  final accounts are closed. The 
deposit colum ns  in the w orking  ledger are credited  (C R ) w hen 
deposits are received and deb ited  (D R ) w hen w ithdraw als  are 
paid. W hen the in terest has been calculated, th e  to ta l is 
credited  (CR) to  deposits  and deb ited  (DR) to o ther expenses. 
Details o f these transactions will also be posted  to  the 
individual accoun ts o f th e  m em bers concerned in the  share and  
deposit ledger.

^.11 Creditors and debtors

(a) Creditors

E ntries concerning cred ito rs  are m ade in c red ito rs’ colum ns in 
the w orking ledger and th en  into th e  individual acco u n t o f the 
cred ito r concerned  in th e  c red ito rs’ ledger. W hen goods or 
services are ob ta in ed  by  th e  society on  credit, the cred ito rs’ 
accounts  are credited  (C R ). When th e  cred ito rs are paid, their 
accounts are deb ited  (D R).

Should the society o b ta in  a cash d iscount from  the  cred itor, 
the  entries to  be m ade in th e  w orking ledger are: d eb it (DR) 
creditors and credit (CR) o ther expenses.

(b) Debtors

E ntries concerning deb tors are m ade in d eb to rs’ colum ns in 
th e  w orking ledger, and th en  in to  the  individual accoun t o f th e  
d eb to r concerned in the  d e b to rs ’ ledger. A ny bad deb ts  
w ritten  o ff are deb ited  (D R ) to o th er  expenses and credited  
(CR) to  debtors, and the  details are show n in the d e b to rs ’ 
ledger.

3.12 Investments

(a) A p p ro ved  investm ents

G enerally  all the  funds o f the  society  will be used w ith in  the 
business for providing th e  goods and services required by the  
m em bers. However, there m ay som etim es be funds w hich are 
n o t im m ediately  required  fo r the  trading or developm ent needs 
o f the  society. These funds ough t n o t be left idle in the  bank 
cu rren t account, b u t should be p u t to  w ork as investm ents in 
o th er co-operative organisations, banks or o ther bodies 
approved by the registrar and au thorised  under the by-laws, to  
earn in terest incom e fo r the  society.

T he society  will norm ally be a m em ber o f a co-operative union.
In accordance w ith the requ irem en ts o f the  by-laws o f  such a 
secondary co-operative, the  society  w ould be required  to  
invest som e funds in th is un ion  as share capital. T he un ion  
w ould th en  be able to  provide the  goods and services required  
by its m em ber prim ary societies, financed by these investm ents.

As an added safeguard to  the financial stability  o f the  society , 
funds representing the reserve fu n d s, if n o t being used in trade, 
should be invested outside the  society.
F unds invested outside the  society should be invested w ith  care, 
to  give security , in terest incom e and ease o f w ithdraw al.
Usually the  longer the initial period  fo r w hich the  funds can 
be invested, the  higher the  ra te  o f in terest which can be 
earned. For exam ple, banks m ay be offering in terest a t 4% on 
investm ents w hich can be w ithdraw n a t sho rt no tice and 8% 
on investm ents m ade for a com plete  year. The book-keeper 
should m ake recom m endations to  th e  com m ittee on the  am ounts 
w hich m ay be available fo r investm ent and as to  the  periods fo r
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which these funds can be invested. Wherever possible, 
investments should be made in other co-operative organisations.

(b) D eposit o f  investm ents

When funds are deposited as investments in approved 
organisations, deposit slips issued by these bodies are com pleted, 
usually in duplicate. The funds are paid over and the society is 
issued with a receipt which is usually the bottom  copy o f  the 
deposit slip. The society may also be issued with an in vestm en t  
pass-book  or certificate  showing details o f the investment.
These pass-books, or certificates, will be kept in the safe o f  the 
society. From the receipt the book-keeper will post the entries 
into the working ledger:

D a te ............. o f deposit
Detail ........ name o f approved organisation
R e f  no ......  receipt number
D R ..............  investm en ts — with amount o f  deposit
CR ..............  cash — with amount o f 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 o f the approved organisation together 
with the interest rates, withdrawal and the other terms o f  the 
investment.

(c) W ithdrawal o f  investm en ts

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 o f 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:

D a te ............ cheque received
D e ta il .........  name o f approved organisation
R e f  no  ........cheque number
D R ..............  cash — with amount o f withdrawal
C R ..............  investm en ts — with amount o f withdrawal

(d) In terest on investm ents

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

Interest paid to the society is posted, w hen  received, into the 
working ledger by d eb it (DR) to cash and credit (CR) to  o ther  
expenses  with the amount o f  the interest received. Where the 
interest is distribu ted  b y  being added to  the investm en t accoun t 
by the approved organisation, the entries are posted from the 
details in the investment pass book to the working ledger as 
follows:

DR In ves tm en t account
CR O ther expenses — w ith  the in terest earned

3.13 Surplus

At the end o f 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 o f the meeting by d eb it (DR) to  the surplus 
account and credit (CR) to  the reserve fu n d , education fu n d , share 
or other account concerned.

3.14 Reserve fund

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

Allocations are made to this fu n d  (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 o f  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

A t the end o f  every week the working ledger is ruled o ff  and 
balanced. The entries in each o f the columns are separately totalled  
and shown at the bottom  o f  each column. This is checked by the 
preparation o f a trial balance o f  these totals. When this balances, the 
main ledger is posted.
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TIu4 Incmatnmgcio(cLi
4.1 Posting

T he main ledger is kep t as a co n tro l record  o f all th e  accounts o f the 
society. It contains separate pages for each o f the  accoun ts for which 
colum ns are k ep t in the  w orking ledger. An exam ple o f  th e  accounts 
o f the  m ain ledger is show n in E xam ple 2 (page 8). T he opening 
balances in the main ledger accoun ts will be the  assets and 
liabilities b rough t dow n from  th e  previous financial year and show n 
in th e  last balance sheet o f  the  society.

A t th e  end o f every w eek the  d eb it and cred it entries in th e  w orking 
ledger are posted  to  the  m ain ledger. The num ber o f  each account 
so posted  is en tered  in to  the  w orking ledger undernea th  th e  to ta l 
o f  en tries posted  to  facilita te  checking and ease o f  reference. The 
new  running  balance o f  each accoun t posted  in th e  m ain ledger will 
be ascertained and prefixed  DR o r CR as the case m ay be.

4.2 Balancing

A t th e  end o f every fou r weeks a trial balance will be p repared  from  
the  balances in the m ain ledger. A trial balance is show n in 
Exam ple 16. The cash balance will be checked w ith  th e  actual 
cash-in-hand. T he bank balance will be checked w ith  the  bank  
sta tem en t. The share balance, the  deposit balance, the d e b to rs ’ 
balance and the  cred ito rs’ balance show n on the trial balance will 
be checked w ith the  to ta ls  o f lists m ade from  the  individual 
accoun ts fo r these kep t in th e  various ledgers and so on. This trial 
balance will be included as p a rt o f  the m anager’s rep o rt to  the 
com m ittee  shown in Exam ple 19 (page 31).

E xam ple 16
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f Controfsvstms an(ffinafaccounts
The business operations o f the  society need to  be con tro lled  and 
sum m arised. The sections w hich follow  outline som e con tro l 
system s and present in b rief the  prepara tion  o f the  final accounts 
and balance sheet. These are explained in greater detail in the  nex t 
b o o k  in this series (see N ote fo r teachers, page iv).

5.1 Annual budget

T he annual budget is a fo recast o f w hat the com m ittee  and the 
m anager hope to  achieve from  their m anagem ent o f the society  in 
the  com ing financial year. It is prepared a t least one m o n th  before 
th e  beginning o f the  financial year to  w hich it relates. T he annual 
budget is p repared in tw o parts. The first part is the operating  
budget; the  second is the  cash budget.

(a) Operating budget: E xam ple 11

This part contains forecasts o f the incom e and expend itu re  of 
th e  society. T he expected  allocations of net surplus are also 
shown. The books and ledgers will gradually reveal th e  actual 
cu rren t results, which can be m easured against the  results 
estim ated  in the  budget. The book-keeper, by keeping the 
records o f the  financial transactions up to  date, takes a full 
and active part in the p rep ara tio n  and use o f the  budget.

(b) Cash budget: E xam ple 18 (page 31)

The forecasts m ade o f th e  incom e and expend itu re in the 
operating budget m ust be related  to  the funds available to  
finance the operations o f  the  society. A forecast is therefo re  
m ade o f the flow  o f cash in and cash out. This will enable the 
com m ittee to  be prepared  to  seek loans or overdrafts when 
required, or to  invest funds revealed as n o t being im m ediately 
required  for the  operations o f the society. B oth the operating 
and cash budgets can be prepared  for shorter periods th an  a 
com plete financial year. In particu lar, the cash budget is som e­
tim es m ade for short periods of only  one m o n th  ahead.

E xam ple 1 7

O P E R A T IN G  B U D G E T  

fo r financial year e n d in g ...............................

Detail Budget Actual Actual

This

$

year

%

This

$

year

%

Last

$

year

%

IN C O M E

Sales

G R O S S  S U R P L U S

E X P E N D I T U R E
Wages
Property  expenses 
O ther expenses

T O T A L  C A S H  E X P E N S E S

Depreciation

T O T A L  E X P E N S E S

N E T  T R A D I N G  S U R P L U S

S U R P L U S  A V A I L A B L E  F O R  D IS P O S A L  

Balance brought forw ard  

A D D : Net trading surplus

T O T A L

P R O P O S E D  A L L O C A T I O N S  

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

T O T A L
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Exam ple  18 5.2 Monthly report to committee

CA SH  B U D G E T  fo r period ending

Detail Budget 
This period

A ctual 
This period

F U N D S  A V A IL A B L E  b /f  

Cash at bank

A D D Share contributions

Deposits

Sales

Investm ent w ithdraw als

T O T A L

T O T A L  (1)

LESS Share w ithdraw als  

Deposit w ithdraw als  

Creditors — purchases 

Expenses 

New  fixed  assets 

Investm ent deposits

T O T A L  (2)

F U N D S  A V A IL A B L E  c /f (1 -  2)
....... ........ ..d 1--------------------------

The m em bers are the ow ners of their co-operative society. A t their 
annual general m eeting th ey  elect a com m ittee  w hich will conduct 
the business and be responsible for the general d irection  and con tro l 
o f the affairs o f  th e  society. The m anager is appo in ted  to  run the 
day-to-day business u nder the d irec tion  o f  th e  com m ittee. The 
m anager is required  to  subm it his rep o rt to  the  com m ittee at the  end 
o f every four weeks, w hen the  trial balance o f the  m ain ledger has 
been prepared  by the book-keeper. A n exam ple o f th is repo rt is 
shown in E xam ple 19 below.

E xam ple 19 (con tinued  n e x t page)

M O N T H L Y  R E P O R T  O F M A N A G E R  T O  C O M M IT T E E  

...............weel<s ended

1 Mem bership
To  date this year 
T o  date last year
Increase or decrease: N o ........................................

Page 1

2 Shares and deposits

To  date this year 
To date last year 
Increase or decrease:

3 T rade (to  date)
To date this year 
T o  date last year 
Increase or decrease:

4 Estimated net surplus to  date

Gross surplus a t ..............% on trade

LESS: Wages
Property expenses 
O ther expenses 
Depreciation

T O T A L  E X P E N S E S  

Estimated net surplus

Shares Deposits 

$ ...% ......

$
$
$ ........................ % .........

$ %

$
$ .............. % ............

31



E xam ple  19 (continued)

M O N T H L Y  R E P O R T
Page 2

5 Cash balances
Cash in hand 
Cash at bank

T O T A L  

Creditors due for paym ent $
6 R eport on staff matters

(a) Average trade per em ployee to  date: this year $
last year $

(b) O ther staff matters:

7 R eport on action taken on com m ittee  instructions:

8  R eport on education activities:
(a) Members

(b) S taff

9 O ther m atters fo r a tten tio n  o f com m ittee

10 T ria l balance o f main ledger attached

Date S ig n e d .............................................Manager

5.3 Leakage control account

Every store has losses o f  goods: som e goods will be dam aged, some 
deterio ra te  th rough age or lack of care, some may even be stolen. 
Such losses o r leakages reduce the  surplus o f  the society, and care 
should be taken to  avoid them . Som e leakage is natural and can be 
expected . O ther leakages are unexpected  and could indicate a lack 
o f s tock  control.

To m easure the leakage, a leakage contro l account is kept. To 
prepare this account it is necessary th a t all entries for purchases are 
separately recorded a t selling values as well as cost values, fo r the 
con tro l is k ep t at selling values. W henever stock is listed and valued 
the leakage con tro l account show n below  can be com pleted:

E xam ple 20

l e a k a g e  Co n t r o l  a c c o u n t

............urte^A eA’XjcLiLcL.............

flUi uaJjMU, cub p ria u  i

5 'tocfe fc  he^iM. stock, sh^jzh)

A1>D purcka^i^ piAM:Ua<uL caydA.stf,^

rOTRL

L E SS tnjXiM. (cLd̂ 0 ^J 3 .0 0 0 0

S-tock, to e*v± ( ^ 6 ) ^  pAmoyJ: stocic sLejz/iJ  ^OOO

4

I 3$G

X O b l O

^2000

L&sJlaJfiZ. (err 5aAp[ct<t) 5-6

SLOOOO
(5̂

leakage x 100

The leakage is expressed as a percentage o f  sales sales 
Should this ra te  be above th a t an tic ipated  to  cover expected  natu ral 
leakage, a full investigation w ould be requ ired  and frequen t s tock ­
takings w ould be arranged in order to  discover the reasons for the 
excessive leakage.
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5.4  Final accounts and balance sheet

A t th e  end o f the  financial year, the  final accounts and balance 
sheet show n in Exam ple 21, page 35, are prepared. The follow ing is 
a sh o rt ou tline o f the  p rocedure  to  be follow ed in this p repara tion  
(m ore details are given in the  m anual on accounting, see N ote  for 
teachers, page iv).

1 S to ck  taking o f  goods fo r  resale

The stock o f goods purchased fo r resale n o t y e t sold will be 
listed and valued in a dup licate  book  ruled to  show:

D ate o f stock ta k in g .......................................... Page n o ..........................

D escrip tion  o f  g o od s N um ber o f  u n its U nit selling price T o ta l
1 2 selling value

1 X 2

T he to ta l selling value o f goods in stock will be used to  com plete 
the  leakage contro l account. T he to ta l selling value o f goods in 
stock will be reduced to  ‘c o s t’ by  deducting  an agreed percentage 
(m ark-dow n). This agreed percentage will depend upon  local 
conditions including the rates o f  mark-ups used to  calculate 
selling prices. This ‘co s t’ value will be shown in th e  trading 
accoun t (CR) and in th e  balance sheet as an asset.

2 Purchases ad justm en ts

(a) G oods received n o t invoiced

A ny goods delivered on, or before, the day the  financial 
year ended, for which no deb it has been m ade to  purchases, 
will be listed a t cost and seUing values. These goods will be 
listed from  entries no t cleared in th e  ‘goods received’ book. 
The en tries in to  the w orking ledger, and fu rth e r in to  the  m ain 
ledger, in respect o f this ad justm ent, are:

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

(b) Credits ou tstanding

A ny credits ou tstand ing  in the ‘claim s for c red it’ b o o k  will 
be listed at cost and selling values:

CR Purchases to  be included in the  trading accoun t 
DR Purchases to  be included in the balance sheet

(c) N e t purchases

T he n e t purchases at cost value fo r the trading accoun t and at 
selling value for the leakage co n tro l accoun t will be calculated 
as follows:

$ $
Purchases — from  m ain ledger Cost

+ G oods received n o t invoiced 

— C redits ou tstand ing

T otal to
trading
account

Selling 
(from  separate 

record)

T o ta l to  
leakage co n tro l 
accoun t
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3 E xpenses ad justm en ts

(a) E xpenses prepaid

The full benefit o f expenses th a t have been deb ited  m ay not 
be received u n til the n e x t financial period. In these cases 
cred it ad justm ents are m ade to  carry forw ard  p a rt o f  the  
deb it charged, to  th e  n ex t financial period.

CR E xpenses  to  be included in the  trad ing  accoun t 
D R E xpenses  to  be included in the  balance sheet

(b) E xpenses accrued

T he benefit o f  an expense m ay have been ob ta ined  during 
th e  financial period  b u t no charge has been m ade in the  
accounts. In these cases ad justm ents are m ade for these 
expenses accrued, o r owing, by m aking an ad ju stm en t o f a 
d eb it charge in the financial period  in w hich the  b en e fit was 
obtained .

DR E xpenses  to  be included in the  trad ing  accoun t 
CR E xpenses  to  be included in the  balance sheet

4 F ixed  assets and depreciation

T he charge for depreciation  will be calculated and the  inventory  
o f  fixed assets and schedule o f  depreciation  will be com pleted  
and balanced off. T he actual fixed assets will be checked against 
th e ir inventory.

DR D epreciation (charge) — w ith  charge to  be included in th e  
trad ing  account

CR D epreciation (provision) to  be included in the  balance sheet

5 D eposit in terest will be calculated and posted  through the  w orking 
ledger to  th e  deposit accounts:

CR D eposits  w ith  in terest to  be included in the balance sheet
DR O ther expenses  to  be included in the  trading accoun t

6 T he cash in hand will be checked and certified.

7 T he bank  s ta tem en t will be ob ta ined  and a bank  reconciliation 
s ta tem en t will be prepared.

8 Investm ent balances will be checked.

9 Share, deposit, c red ito rs’ and d e b to rs ’ balances in their ledgers 
will be add-listed and agreed w ith  their con tro l balances in the 
m ain ledger.

10 T he tria l balance o f  the  main ledger will be prepared.

11 A ny ad justm ents will be posted  th ro u g h  the  w orking ledger.

12 The incom e and expend itu re accoun ts in the m ain ledger will be 
closed and their balances will be transferred  to  the trad ing  accoun t 
for th e  year.

13 T he surplus disposal accoun t will be prepared  afte r the  com m ittee  
has m ade its recom m endations on the  disposal o f any surplus.

14 T he balance sheet will be p repared  from  the  balances o f assets and 
liabilities rem aining in the accoun ts in the m ain ledger.

15 T he au d it will be com pleted.

16 T he annual re tu rn  will be p repared  and sent to  the Registrar.

17 T he annual general m eeting will be held.

18 A ny n e t surplus will be d istribu ted  as resolved by the annual
general m eeting.
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Exam ple  21 E xam ple 21 (continued)

F IN A L  A C C O U N T S  A N D  B A L A N C E  S H E E T  

I Trading account fo r year ended 12:1^..
Last year 
(comparisons)

Sales

Stock to  begin

A D D  purchases and inwards 
transport

LESS stock to  end

Cost of goods sold

Gross surplus 

LESS Wages

Property expenses 

O ther expenses 

Depreciation

T O T A L  E X P E N S E S  

N E T  T R A D IN G  S U R P L U S  T O  a/c  II

12.00 

I f  to o

T O T A L  1‘̂ ZO O

1100

600

3&6
54“?

265

$

Soooo

iib o o

21̂ -00

%

lO O

12

II Surplus disposable account at 

Balance b /f

A D D  surplus from  A /c  I

T O T A L  S U R P L U S  F O R  D IS P O S A L  

LESS Proposed allocations:

Reserve fund  
Education fund  
Interest on shares 
Bonus on trade

3SrO
60
10

300

T O T A L

Balance c /f

laoo

ioo

2

•goo

iOo

111 Balance sheet at

This year Last year
(comparisons)

% $

Source of funds (liabilities)

Share capital

Deposits i  ^ 0

Reserve fund 4  1 0

Education fund '?0

Surplus fo r disposal ^ 0 1

Total funds of members K b  SO

Creditors (A /c  3  + 6 + 1 3 ) ' 3  5 “?

T O T A L hOOq

Use o f funds (assets)

Fixed assets

Cost 2 3 0 0

LESS depreciation provision •kb‘S

Book value 1 ^ 3 6

Investments ^ b S

Stocks I l o a

Debtors (A /c  7 + 14) 10

Cash at bank

Cash in hand k o

T O T A L Gooq
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6.1 Book-keeping system

T he ou tline  o f the  book-keeping  system  for consum er societies is
now  com plete. The system  can be sum m arised a!s follows:

1 All transactions are im m ediately  recorded in records o f original 
en try .

2 Details o f  these are posted  in to  the  w orking ledger w hich is ruled 
o ff  and balanced a t the  end  o f every week.

3 T he w orking ledger to ta ls o f  entries are posted  every w eek into 
th e  main ledger.

4 A trial balance o f  th e  m ain ledger is p repared a t the  end o f every 
fou r weeks.

5 A t th e  end o f th e  financial period  th e /m a / accoun ts  and balance 
sheet are prepared.

6 A ny surplus revealed is d istribu ted .

6.2 Control systems

W ithin th e  book-keeping system , d iffe ren t con tro l system s operate:

1 E ffic ien cy  control

The actual business perform ance o f th e  society is com pared from  
tim e to  tim e w ith  the  forecasted  results in the  annual budget.

2 S to ck  con tro l
All stocks are checked as soon as received. All sales are recorded. 
Leakage con tro l accounts are kept.

3 Cash contro l

R eceipts are issued fo r all cash received.
R eceipts are ob tained  fo r all cash paid.
Cash is banked  as soon as possible.
Cash in hand  is checked frequen tly .

4  R eports
R egular repo rts  are subm itted  to  the com m ittee. The au d ito r and 
th e  in terna l auditors exam ine the records and rep o rt on  the 
business.

5 The book-keeper

The book-keeper is the  key person in the  efficient m ain tenance of 
these system s and controls.
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i f

To illustra te  the book-keeping p rocedures outlined , the  in form ation  
from  th e  follow ing th ree exercises has been posted  in to  the  exam ples 
o f the  form s, books and ledgers show n in th is m anual. T eachers can 
change the figures given in these exercises and in th a t w ay prepare 
exercises for fu rth e r teaching purposes. N aturally  o th er changes and 
additions can be m ade in order to  adap t the exercises to  local 
conditions.

Exercise A
In this exercise the m ain ledger fo r the new financial year beginning
1.1.75 was opened from  the  details shown in the trial balance. The 
balances in the accounts fo r the assets and the liabilities show n were 
posted  to  their pages in the m ain ledger (Exam ple 2, page 8)

Exercise B

P'rom the  sum m ary of the financial transactions fo r 1975 the 
w orking ledger (E xam ple 1, page 6) was posted  and the trial 
balance was prepared. The m ain ledger Exam ple 2 was posted  and 
the tria l balance (Exam ple 16, page 29), was prepared.

As far as is possible the o th er exam ples w ith in  this m anual show 
the en tries and balances included in the  w orking ledger and the 
main ledger.

Exercise C

The closing entries for the stocks and the o th er ad justm ents w ere 
sum m arised in the  w orking ledger and then  posted  to  the m ain 
ledger. T hen the  final accounts and balance sheet (E xam ple 21, 
page 35) were prepared.

Exercise A
Opening balances from balance sheet at 31.12.74

1.1.75. Post the  main ledger

Detail R ef
no

DR
$

CR
$

Cash 1 10

Bank 2 1020

Purchases: goods no t invoiced 3 240

Wages — accrued b /f 6 20

P roperty  expenses — prepaid b /f 7 5

Fixed assets 9 2000

D eprecia tion  provision 10 600

Shares 11 1400

D eposits 12 600

C reditors 13 905

D ebtors 14 20

Investm ents — Regional Union 15 200

Surplus for disposal 1974 16 240

Reserve fund 17 4 00

E ducation  fund 18 50

Stocks at cost 19 1200

T O T A L S 4455 4455

N otes
1 R ound  dollars ($) are given in the  exercise here. In th e  boo k s o f  a society the  exact 

am o u n ts  are alw ays recorded.

2 To show th e  use o f  as m any ledgers and records as possible, the to ta ls  o f transactions 
have been p osted  to  the  exam ples given o f  these. How ever, in the boo k s o f a society  
indiv idual tran sac tio n s and accoun ts are posted .
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Exercise B
Summary of financial transactions for 1975 from records of original entries

31.12.75. (a) Post and balance w orking ledger
(b) Post and balance main ledger

1 A llocations from  1974 surplus: 
Bonus paid in cash 
Bonus transferred  to  shares 
In terest transferred  to  shares 
Transfer to  reserve fund 
T ransfer to  education  fund

$

30
68
40
70
30

T otal

2 Invoices from  creditors:
G oods for resale 18010
Fixed assets — new scale 300
Property  expenses 350

Total

3 Paid cred itors by cheque

4 Cash discounts allowed by creditors
5 Sales: Cash sales

C redit sales to  d eb to rs

6 Received cash from  deb to rs

7 D ebtors — bad deb ts w ritten  o ff
8 Cash paid in to  bank

9 Bank charges

10 Investm ent in Regional U nion by cheque

11 In terest added to  investm ent

12 G oods used in shop for cleaning

13 Received share con tribu tions

14 Paid share w ithdraw als by cheque

15 Received deposits from  m em bers

$
15
10

1000
50

400

238 16 D eposit in terest 40

17 Paid deposit w ithdraw al in cash 200

18 Cash shortages 30

19 Cash overs 20

18660
20 Paid expenses in cash:

Wages 530
18500 Postage 40

96 S ta tionery 100

19510 Sundry 130

500 T otal 800

460 21 Paid expenses by cheque:
20 S taff incom e tax 40

20300 W ater fees 50

30
Travel 40
P roperty  expenses 61

191
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Exercise C
Stocks and adjustments at 31.12.75

31.12.75 (a) Post w orking ledger
(b) Post main ledger
(c) Prepare fina l accounts and balaiice sheet

s $

1 S tocks o f  goods fo r resale at selling value 2000
Less 15% to  cost 300

‘C o st’ value 1700

2 Purchases — goods received n o t invoiced at cost 340

3 Wages accrued 50

4 P roperty  expensed paid in advance 30

5 D epreciation: Land and buildings 5% 65
Fixtures and fittings 20% 200

6 T ransfer cash differences to  sales DR 10

7 Proposed allocations o f net surplus fo r disposal:
Reserve fund 380
E ducation  fund 50
Share in terest 70
Bonus 300

Total 800

Leakage co n tro l account:
E xam ple 20 was com pleted  using th e  follow ing details; 

G oods at selling values:
Sales 
Purchases 
S tocks to  end 
S tocks to  begin

Bank reconcilia tion  statem ent:

Exam ple 7 was com pleted  from  the  follow ing details:
Balance on s ta tem en t

Bank balance on m ain ledger

D eposits in tran sit 31 .12.75.

Cheques n o t presented:
No 129 

No 131 
No 135

20 000.00 
20 670 .00  

2 000.00 
1 386.00

2610 .50

2499 .00

500.00

300.00

200.00 
111.50
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Notes
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