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Republic of the Philippines
OFFICE OF THE PRESIDENT
COOPERATIVE DEVELOPMENT AUTHORITY

MEMORANDUM CIRCULAR NO. 2005-10

Series of 2005

TO

SUBJECT

: ALL CDA DEPARTMENT AND REGIONAL DIRECTORS,

REGISTERED / CONFIRMED CONSUMERS COOPERATIVES
AND THOSE WITH CANTEEN AND/OR CATERING SERVICES

: STANDARD CHART OF ACCOUNTS FOR CONSUMERS

COOPERATIVES AND THOSE WITH CANTEEN AND/OR
CATERING SERVICES

Pursuant to Section 3 of Republic Act No. 6939, an Act creating the Cooperative
Development Authority defining its Powers, Functions and Responsibilities, the
Authority hereby issues this Memorandum Circular prescribing the use of Standard Chart
of Accounts for Consumers Cooperatives and those with Canteen and/or Catering

Operations.

L. Scope

This Circular shall be applied in accounting and reporting of all consumers
cooperatives and those with canteen and/or catering operations, duly registered/confirmed
by the Cooperative Development Authority pursuant to Republic Act No. 6938,
otherwise known as the Cooperative Code of the Philippines.

I1. Definition of Terms

1. Consumer Cooperative

A consumer cooperative is primarily engaged in the procurement and

distribution of commodities to members and non-members. Commodities
may include consumable and non-consumable items. Consumer operations
also include canteen and catering services.



2. Consumers Cooperative in Schools with Canteen/Catering Services

Refers to ancillary services in the school that sells cooked food items to
the pupils/students and serves as a support mechanism to the effort to
eliminate malnutrition among the learners.

3. Accounting

Accounting is the art of recording, classifying, summarizing, in a
significant manner and in terms of money, transactions and events which are
in part at least of a financial character and interpreting the results thereof.

Accounting is a service activity. Its function is to provide quantitative
information, primarily financial in nature, about economic entities intended to
be useful in making economic decisions.

4. Bookkeeping

It is the systematic and chronological recording of all financial
transactions that take place in the cooperative.  The importance of
bookkeeping are as follows: to have a record of whatever changes there are in
the financial condition of the consumer cooperative; to protect funds; to serve
as the guide in the formulation of policies and activities for the coming year;
to serve as source of information necessary for the Board to properly set the
policies of the cooperative; to serve as basis of reports to members; for
management to enable them to run the affairs of the cooperative and for the
submission of the financial statements as mandated by the government.

5. Books of Accounts

Set of books where financial transactions are recorded, classified and
summarized. These are classified into books of original entry and final entry.
The books of original entry are the books where entries from source
documents are first recorded.  These are cash receipts book, cash
disbursements book, general journal and special journals such as sales book
and purchase book. The books of final entry called general ledger and
subsidiary ledger are the books where entries in the books of original entry are
posted to the corresponding accounts. It is also called a “reference book” of
the accounting system where transactions are classified and summarized. This
is the source of data for the trial balance and eventually the financial
statements.



6. Financial Statements

Financial statements are the means by which the information
accumulated and processed in financial accounting is periodically
communicated to those who use it. They are designed to serve the needs of a
variety of users, particularly owners and creditors. Through the financial
accounting process, the myriad and complex effects of the economic activities
of a cooperative are accumulated, analyzed, quantified, classified, recorded,
summarized and reported as information of three basic types: (a) financial
condition, which related to a point in time; (b) financial operations; and (c)
cash flow, which both relate to a period in time. Notes to Financial
Statements, which may explain headings, captions or amounts or present
information that cannot be expressed in terms of money and those descriptions
of accounting policies are integral parts of the statements.

A.  Statement of Financial Condition (Balance Sheet) presents three major
categories: (a) assets; (b) liabilities; and (c) equity, the difference
between the total assets and total liabilities. The statement of financial
condition at any date presents the financial status of the cooperative at a
particular point in time in conformity with generally accepted
accounting principles.

B.  Statement of Operation (Statement of Net Surplus) presents the
revenues, expenses, gains, losses and net surplus / (net loss) recognized
during the period. It presents the results of the cooperative’s service-
directed activities during the period in conformity with generally
accepted accounting principles. The information presented in the
statement of operation is usually considered the most important
information provided by financial accounting because the net surplus is
a paramount concern of those interested in the economic activities of the
cooperative.

C.  Cash Flows Statement is a formal statement summarizing all operating,
investing and financing activities of a cooperative. In simple language,
the statement of cash flows provide information about cash receipts and
cash payments of a cooperative during a period.

III.  Objective and Purposes

The basic purpose of prescribing the standard chart of accounts is to provide
guidelines in the use of account and account titles in the preparation of financial
statements for the use of consumers cooperatives and those with canteen and/or catering
operations. Specifically the standard chart of accounts shall:



a)  ensure uniformity and common understanding of accounts;

b)  guide in the installation of accounting and internal control systems;

¢) facilitate the conduct of audit; .

d) enhance transparency, define responsibility, and identify accountability

e) serve as guide in setting standards and discipline in measuring the financial
safety and soundness; and

f)  facilitate the analysis and evaluation of financial management performance,
monitoring, supervision and business linkages.

IV.  Standard Chart of Accounts for Consumers’ Cooperatives and those with
Canteen and/or Catering Operations

ACCOUNT TITLE |

DEFINITION

STATEMENT OF FINANCIAL CONDITION

ASSETS

CURRENT ASSETS

Economic Resources of Cooperatives that are recognized and
measured in conformity with generally accepted accounting
principles. 1t includes assets that are convertible to cash or
cash equivalents within 12 month period.

Cash on Hand

Money (bills and coins), checks (except postdated checks),
postal money order (PMO), and demand drafts still in the
possession of the cooperative’s custodian. These are cash
items awaiting deposits.

Cash in Bank

Money deposited in the bank and federations under the name
of the cooperative, i.e. savings, current, time deposits, and
combo-account which are unrestricted and readily available
when needed. A subsidiary ledger shall be maintained for
each account.

Petty Cash Fund

Amount of money set aside for small expenditures, maintained
under an imprest system. The total amount of expenditures
properly supported by documents plus the remaining cash
balance shall be equal to the amount of the fund. It is a cash
fund, withdrawn from the general cash account and made
available for small purchases of supplies, taxi fares or staff
meals, etc.

Revolving Fund

The amount set aside to cover disbursements for recurring
transactions. This may include emergency purchases, deposit
withdrawals, etc. involving reasonable amount set by BOD.
Transactions covered by this fund is subject to immediate
liquidation in accordance with their policy.




Change Fund Reasonable amount of money set aside by BOD to change
bigger amount of bills to smaller denominations.

Short Term Investments in marketable securities, government bonds, and

Investment other mutual funds that are readily convertible into cash when

the need arises.

Advances to Officers
and Employees

Duly approved cash advances for official business to officers
and employees subject to immediate liquidation and/or refund.

Accounts Receivable
Trade — Current

The amount due from member and/or non-member patrons
resulting from sale of merchandise/goods and/or catering/
canteen services which are expected to be collected in the
regular course of business or over a definite period of time.
Aging of receivables should be prepared.

Accounts Receivable
Trade — Past Due

Total collectibles due from members and/or non-member
patrons which remain unpaid beyond the terms set by the
BOD.

The receivable shall remain in this account until fully paid or
until arrangements are formalized for its renewal/extension/
restructuring or collection/foreclosure.

Accounts Receivable
Trade — Restructured

Collectibles from member and non-member patrons whose
accounts were restructured upon full payment or settlement of
interests due and/or penalties.

Accounts Receivable
Trade — In Litigation

Total collectibles from past due accounts under legal action.
The receivables shall remain in this account during the
pendency of the legal proceedings and until fully settled.

Allowance for
Probable Losses on
Accounts Receivable
Trade

Allowance set aside in the books of the cooperative to provide
for possible losses due to uncollectible accounts. This account
may also be referred to as Allowance for Doubtful Accounts.
This is a contra account to Accounts Receivable Trade.

Installment
Receivables — Current

Amount due from members and non-member patrons for sale
of merchandise/goods on a deferred payment or installment
plan. Aging of installment receivables should also be
prepared.

Installment
Receivables — Past
Due

Total collectibles due from installment receivables which
remain unpaid beyond the terms set by the cooperative.




Installment Collectibles due from installment receivables that were
Receivables — restructured upon full payment or settlement of interests due
Restructured and/or penalties.

Installment Total collectibles from past due installment receivables under
Receivables — In legal action. The receivables shall remain in this account
Litigation during the pendency of the legal proceedings and until fully

settled.

Allowance for
Probable Losses on
Installment
Receivables

Allowance set aside in the books of the cooperative to provide
for possible losses due to uncollectible installment accounts.
This account may also be referred to as Allowance for
Doubtful Accounts. This is a contra account to Installment
Receivables.

Receivable from
Accountable Officers

Total collectibles from officers and employees arising from
shortages and other losses due to neglect, fraud,

And Employees misrepresentation and unliquidated cash advances. These are
subject to immediate settlement/sanction.
Other Receivables Transactions/adjustments not classified under any of the
receivable accounts mentioned. These also represent:
o the amounts currently owed to the cooperative by persons
other than the members for services rendered
e advances to members on account of their expense not
previously covered by deposits such as insurance
premiums on properties pledged to the cooperatives, taxes
and other government imposts, inspection fees, wire
charges and other expenses
Input Tax Value-added tax due from or paid by a VAT registered/

registrable cooperative on the importation or local purchases of
merchandise/goods or service including lease or use of

property

Deposit to Suppliers

The amount paid in advance to suppliers.

Inventories

Cost or other appropriate value of merchandise and other
goods on hand/in process which are intended for sale. A
subsidiary ledger shall be maintained for each group of
inventory.




Repossessed Cost or other appropriate value of merchandise sold but

Inventories regained as a result of the default of the payments due from
members/customers, including cost of reconditioning.

Assets Held for Sale The amount of non-current assets and/or assets of a
discontinued operation that the cooperative had held for sale
and for which buyers have been identified.

Unused Office/Store/ | Unused Office/Store/Kitchen/Canteen/Catering Supplies on

Kitchen/Canteen/ hand at the end of the accounting period.

Catering Supplies

Prepaid Expenses

Payments made in advance in exchange for a future benefit
usually within one year (e.g. insurance, interest, advertising,
rentals, etc.)

LONG TERM
INVESTMENT

Investments which the cooperative intends to hold for more
than a year

Investment in

Equity investments of the cooperative in coop bank/federation/

Cooperatives union only. There should be a disclosure if there is a decline
in market value of all investments.

Government Investments in securities and bonds issued by the government

Securities/Bonds and its instrumentalities.

Long Term All other investments not included in the above.

Investment — Others

PROPERTY AND Include all tangible assets with an estimated useful life beyond

EQUIPMENT one year are used in the conduct of the business, and not
intended for sale in the ordinary course of business.

Land The acquisition cost of the land used for its main operation

plus all incidental costs such as title, taxes, surveying fees,
legal fees, restoration cost, etc. All these are reflected in a
single cost (fair market value or appraised value if donated).
Taxes paid by the cooperatives as a contribution to the cost of
public improvements (special assessment) are treated as part of
the cost of the land.

In case of erosion of land, the cost or value of property will
be reduced and directly charged to Depletion Expense.




Land Improvements

The cost of depreciable improvements after land acquisition
(i.e. pavement, fencing, water system, drainage system,
sidewalks and others that are subject to depreciation over their
useful lives).

Accum. Depreciation
and Impairment —
Land Improvements

Total amount of depreciation/impairment cost on land
improvement that are set up periodically and charged against
the current operations.

Building

Acquisition/Construction cost of the building on the land
owned/controlled by the cooperative and used for its main
operation. Major repairs or improvements that will prolong
the life of the building are considered additional cost.

Accum. Depreciation
and Impairment —
Building

Total amount of depreciation/impairment cost on building that
are set up periodically and charged against the current
operations.

Furniture, Fixtures &
Office Equipment

The cost or appraised value or other appropriate value of
movable (furniture), immovable (fixture), properties and office
equipment used in the cooperative’s ordinary course of
business such as but not limited to desks, chairs, cabinets,
computers including incidental expenses incurred in acquiring
them, up to the time that they are received and ready for use.

Accum. Depreciation
and Impairment —
FF & OE

Total amount of depreciation/impairment cost on Furniture,
Fixture and Office Equipment that are set up periodically and
charged against the current operations.

Kitchen, Canteen and
Catering Equipment/
Utensils

Cost of equipment, cutleries and other tools used in food
preparation and serving including incidental expenses incurred
in acquiring them up to the time they are received and ready
for use.

Accum. Depreciation
- Kitchen, Canteen
and Catering

Sum of depreciation on Kitchen, Canteen and Catering
Equipment/Utensils that are set up periodically against current
operations.

Equipment/Utensils
Transportation/ Cost of motor vehicles owned by the cooperatives such as
Delivery Equipment | motorcycles, pick-ups, vans and other vehicles used in the

operation/transporting goods and services.




Accum. Depreciation
and Impairment —
Delivery & Trans.
Equipment

Total amount of depreciation/impairment cost on Delivery &
Transportation Equipment that are set up periodically and
charged against the current operations.

Linens and Uniforms

The cost of linens and the uniforms used by employees and
staff including costs of tablecloth, curtains and similar items.

Accum. Depreciation
- Linens and
Uniforms

Sum of depreciation on linens and uniforms that are set up
periodically against current operations.

Leasehold Rights &

The cost of depreciable improvements on leased land or

Improvements premises (i.e. renovations of office building, repainting,
' pavement, fencing, etc.) including cost of rights which are |
subject to amortization.
INTANGIBLE ASSETS | Non-physical assets from which benefits are obtained by the
cooperative.
Franchise The right for the exclusive use or distribution of products or
services acquired from a franchiser.
Copyright The right for the exclusive use or distribution of products or
services acquired from an author or artists.
OTHER ASSETS Assets which do not fit into any of the preceding

classifications.

Organizational Cost

Expenses incurred prior to the actual operations of the
cooperatives such as promoting and organizing. This can be
amortized for a period not exceeding five (5) years. Among
others, these costs are:
a. Legal fees in connection with the organization;
b. Registration fees;
c. Cost of printing share capital certificates and transfer of
books, seal of the cooperative, etc; and
d. Other cost of services rendered in the formation of the
coop.

Computerization
Cost

The cost of acquisition or development of computer programs
and other software. This can be amortized over a period not
exceeding three (3) years. (Subsidiary Ledger for
development cost and for computer softwares shall be
maintained.)




Other Funds and
Deposits

The fund set aside for funding of reserves (statutory and other
reserves) established by the coop. This may be in the form of
time deposit or other securities which are readily convertible to
cash when needed.

Holdout deposits on guarantee fund given by the
cooperative to the funding institutions in compliance with the
requirements of certain agreements. The cooperative has the
option to create the sub-accounts.

Due from HO/Branch/
Subsidiary

The amount used to record receivables from Head Office/
Branches/Subsidiary.

Assets Held for
Disposal

The amount of non-current assets and/or assets arising from a
discontinued operation that the cooperative had held for sale
and for which no buyers have been identified.

Assets Acquired in
Settlement of

Real and personal properties acquired by the cooperative
through judicial or extrajudicial settlement of accounts.

Accounts

Deposit on The amount paid as deposits on containers subject to refund

Returnable upon return of the container.

Containers

Other Land Cost of land owned by the cooperative which is not used for its
main operations.

Other Building Cost of building owned by the cooperative which is not used
for its main operations.

Accumulated Sum of depreciation on other building that are set up

Depreciation — periodically against current operations.

Other Building

Construction in

The cost or appraised value of assets owned by the

Progress cooperatives such as building and others, that are still under
construction.

Accumulated Total amount of depreciation/impairment cost on Assets under

Depreciation and Construction that are set up periodically and charged against

Impairment — the current operations.

Construction in

Progress
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Miscellaneous Assets not falling any of the above categories.
Assets
LIABILITIES Economic Obligations of a cooperative that are recognized
and measured in conformity with generally accepted
accounting principles.
CURRENT Obligations that are reasonably expected to be settled through
LIABILITIES the use of existing current assets or the creation of other

current liabilities and the same statement of conditions within
the normal operating cycle of the cooperative which is usually
one year.

Savings Deposit

Deposits made by members that can be withdrawn anytime at
the option of the depositors.

Time Deposits

Deposits made by members in the cooperative over a specified
period of time and withdrawable at a predetermined date.

Accounts Payable —
Trade

Amount of obligations/indebtedness to suppliers for purchase
of goods intended for sale.

Accounts Payable —
Others

Amount of obligations/indebtedness to suppliers for purchase
of goods not intended for sale (e.g. supplies, periodicals and
etc.)

SSS/ECC/Philhealth/
Pag-Ibig Premium
Contributions Payable

Amounts withheld by the cooperative from the compensation
income of its employees representing their premium
contributions to SSS, Philhealth and Pag-Ibig agencies. As an
employer, the cooperative has its corresponding share of
contributions and this should be set up every payroll period.

SSS/Pag-Ibig Loans
Payable

Amounts withheld by the cooperative from the compensation
income of its employees representing their payment of loans to
SSS and Pag-Ibig agencies.

Withholding Tax
Payable

All taxes withheld as prescribed by law including but not
limited to the unremitted withholding tax deducted from the
employees’ salaries representing part of their possible income
tax liability to the Bureau of Internal Revenue.
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