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PRINCIPLES OF COOPERATIVE

1st Principle: Voluntary and Open Membership.

2nd Principle : Democratic Member Control.

3rd Principle : Member Economic Participation.

4th Principle : Autonomy and Independence.

5th Principle : Education, training and information.

6th Principle : Co-operation among Co-operatives.

7th Principle : Concern for Community.



PREFACE

A Cooperative Society is a symbol of Democracy and Transparency. The Acts and

Rules, and the Bye Laws of every Society demands for a clean record keeping in all its daily

activities. The status of the books of records of a Society reflects its genuineness and it acts

as a primary source of information for assessment of its performance.

Of late, it has been noticed that Primary Cooperative Societies are not properly

maintaining the books of record as desired,  which portrays a grim picture in the working of

the cooperatives as well as the state cooperative movement as a whole.

To fill this void, the department has brought out this basic Manual Book on

maintenance of Records in Cooperative Societies to guide the management in proper record

keeping and to bring uniformity in the system.

The department hope that this small manual book will be utilized to its best in uplifting

the cooperatives and also in achieving the intended objectives of the department as well.

Opinions and suggestions for improvement of the contents of this booklet will be

appreciated and welcomed.

Cooperation Department
Government of Nagaland
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1. Importance of Audit in a Cooperative - Why Audit is necessary.
A cooperative is not a one man’s affair like a joint stock company, it is an association

of persons. Since it is not possible for all the members to attend to the day to day affairs of
the society, an indirect centralized system of the management is adopted. All the members
constitute themselves into a general body and the general body elects a few representative
from among the members known as managing Committee or Board of Directors. The day to
day administration of the society is entrusted to this Committee or Board. The representatives
are expected to carry on the administration of the society in accordance to the Cooperative
Acts and Rules and bye laws of the Society, but not in their own selfish motive. Under this
circumstances, in order to satisfy the members, a surveillance system over them is required
where a constant scrutiny of Book of Accounts and examination of the general management
is vital and for this purpose Audit becomes a necessary tool.

Audit enables the member of a cooperative society to know whether the management
is functioning in the manner best suited to serve the interest of the society and show a true
and fair view of financial position and earnings of their society. Its importance is much
greater for cooperatives consisting of illiterate and poor members who might not have either
knowledge or courage enough against misuse of authority. Thus Auditing is such a check on
the management which enables the members to ascertain whether their representative have
managed the society properly for the common interest of all.

2. Cooperative Audit.
Cooperative Audit may be defined as an examination of accounts and an enquiry

into the affairs of the society in order to ascertain the correctness of accounts and the extent
to which the activities of the society were useful in promoting the socio-economic welfare
of its members to the satisfaction of their needs in accordance with the principles of
cooperation. Thus cooperative audit is something more than a mere financial audit. It is the
responsibility of the Registrar of Cooperative Societies to get accounts of each society audited
once in a year as per the cooperative law. Therefore, every society is under obligation to
complete the accounts and make them ready for audit every year.

To begin an audit, auditor should begin from vouching, Vouching is a technical term
which refers to inspection by the auditor of the documentary evidence supporting a transaction.
Vouching therefore is the essence of auditing. Voucher may be counterfoil of a receipt book,
Expenditure memos, Resolution passed by the committee recorded in the proceeding book,
an invoice, etc.

3. Fundamentals of account keeping - Meaning and Definition:
In a layman’s language, Account keeping is the art of keeping or maintaining the

books of accounts. To speak in technical term, it is a system of keeping records of all business
transaction which are financial in nature. Accounting serves as a language to communicate
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the results of business operation of individuals or Organization/firms in whose case money
received and spent is recorded during a particular period.

For instance, a housewife can record the receipt of money on one page of her household
diary, while the payment for different items such as Milk, Food, Clothing, Children education,
entertainment, etc. on other page in a chronological order. Such a record will help her in
knowing about,

(i) The sources from which she received cash and purpose for which it was utilized.
(ii) The nature of her receipts and payments, whether the receipts are more than

payments or vice versa.
(iii) The balance of Cash in hand or deficit, if any at the end of the period.

Thus, at the end of the particular period, she can see her financial position ie, what
she has and what she have to pay. This help in her planning of her future income & Expenses
to a great extent.

Similarly, the need of accounting is more important for a Cooperative Society, since
it deals with many persons and transactions in a particular period thus managing committee
of the society must therefore know,

(i) What amount is owing to the society by each of its Members, Customers or Debtors;
and

(ii) What amount is owing by the Society to each of its Members, Customers or
Creditors; and

(iii) Whether it has earned a profit or incurred loss on account of running a business.
(iv) What Capital the society has in its business, and what assets and liabilities make

up such capital.
This information can only be derived if an accurate and complete record is kept of

all business transaction.

4. Maintenance of various records in the cooperatives
A cooperative society who do not maintain and keep record is not a true Cooperative

society. Accurate maintenance of records by the cooperatives is the symbol of their efficient
management. Since these records are the primary source of information to the Management,
Members, Auditors and Inspecting team. Further assessment of performance of an
organization is possible only when records are complete and requisite information is furnished.
Some important records and their maintenance are as follows:

(i) DAY BOOK :- A day book is a book of original manuscript entry in which an
accountant or a recorder records transaction by date, as they occur. In other words day book
is a book in which daily transaction are recorded in chronological order and this information
is later transferred into a Ledger/Cash book.
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Sample of a simple Day Book
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(ii) JOURNAL:- The journal literally means daily records. It is a book in which all
the transactions are recorded in order in which they occur. It is maintained by those cooperative
societies which have large number of transfer and adjustment entries with all narration of
the transaction. It includes LAMPS, Marketing Societies, Banks, Consumer Coops., etc.

(iii) SALES BOOK and PURCHASE BOOK:-  Sales book is maintained to record
credit sales transaction, whereas Purchase book is maintained to record Credit Purchases.

(iv) SALES RETURN BOOK and PURCHASE RETURN BOOK:- Return of
sales to us by our customers are recorded in the Sales Return Book and purchase returned by
us to suppliers are recorded in the Purchase Return Book.
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(v) LEDGER:- A ledger is a principal book which contains all accounts ( Assets
account, Liabilities account, Capital account, Revenue account, Expenses account, etc) to
which transactions are recorded, transferred from the book of original entry. The object of
ledger account is to clearly indicate the position of each account in relation to business of an
organization.

Sample of Ledger Account posting from the Day Book.
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NB: Every head of account should be maintained in separate page in the Ledger

(vi) SUBSIDIARY LEDGERS:-
(a) Loan Ledger provide details of Loan & Advances.
(b) Creditors ledger furnishes details of borrowers.
(c) Debtors ledger furnishes details of amount recoverable.
(d) Share Ledger gives the details of share amount and number of share purchased by

members with date.

(vii) CASH BOOK:- Cash book is a book of original entry in which all the transaction
relating to Cash receipts and payments are recorded in chronological order. Cash receipt is
entered on the Debit side and Cash payment is recorded on Credit side of the cash book.

12
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Sample of Cash Book and its posting transferred from Day Book.
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(viii) TRIAL BALANCE :- Trial Balance is a technique for checking the accuracy
of the debit and credit accounts recorded in the various Ledger accounts. It is basically a
statement that exhibits the total of the debit and credit balances recorded in various accounts
of the Ledger. It is usually prepared at the end of an accounting period. In large Cooperatives
like LAMPS, Marketing Cooperatives, Consumer Cooperatives, Banks etc. it is the
responsibility of an accountant to prepare the financial statement of Trial Balance, Trading
Account, Profit and Loss Account and Balance Sheet.
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TRIAL BALANCE



(ix) CLOSING STOCK :- Closing Stock is an amount of unsold stock lying in your
business on a given date. In simple words, it’s the inventory which is still in your business
waiting to be sold for a given period. The closing stock can be in various forms such as raw
materials, in-process goods or finished goods.

(x) TRADING ACCOUNT :- Trading account shows the result of buying and selling
of goods, It is prepared to determine the gross profit or the gross loss of a trader.

18
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(xi) PROFIT & LOSS :- The profit and loss account shows what net profit and loss
your business has made within an accounting period after deducting all expenditure from
the income. A net profit is earned if the total expenditure is less than the sales and a net loss
if it is greater.

(xii) BALANCE SHEET :- A balance sheet is a statement of the financial position
of a business that lists the assets, liabilities and owner’s/ society equity at a particular point
in time. In other words, the Balance Sheet illustrates the business net worth.



(xiii) CASH AND CREDIT MEMOS:- When Cash is received, we issue Cash
Memo and in case of credit sales, Credit Memo is issued.

(xiv) STOCK REGISTER:- Stock Register is maintained to record balance of
commodities and materials.

(xv) ASSETS REGISTER :- Assets Register is maintained to record all the Fixed
Assets of the Societies

(xvi) PRODUCTION REGISTER:- Production Register in case of Agri & Allied
activities, Industrial and Processing units is maintained which includes details of production
ie, Unit/Materials/Commodities/Labour cost. etc.

(xvii) MEMBERSHIP REGISTER :- Membership Register gives details of
members, their Name, Addresses, Father’s name, Nominee, Date of Admission, etc.

(xviii) MEETING PROCEEDING REGISTER:- Meeting Proceeding Book is
prepared to record the meetings of Managing Committee, Sub-Committees and General
Body Meeting.

(xix) INSPECTION REGISTER:- This Register gives the details of observation
by the Inspecting personnel or Team.

(xx) ANNUAL STATEMENT FILE :- This File should record  the annual financial
statement ie, Audited Statement of all consecutive years from the period of registration.

5. REMARKS
(i) The Primary cooperative societies who has nominal transactions can avoid using

the Ledgers by recording the transaction directly to the Cash Book from the Day Book.
(ii) The Day Book can be recorded in any convenient local dialect.
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