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Introduction 

The purpose of this Guide is to explain in an accessible fashion the manner of maintaining 
accounting at agricultural entrepreneurial cooperatives (hereinafter "cooperatives") 'set up in 
compliance with Business Cooperative Law No.73-XV of April 12, 2001 (hereinafter "Law 
N0.73-XV"). 

The Guide characterizes regulatory framework for accounting at cooperatives and sets 
forth the manner of accounting for intangible and long-term tangible assets, inventories, cash, 
receivables, payables, cooperative discounts and premiums, statutory capital, costs, expenses, 
income, and financial performance. Theory is supported by case studies, examples of practical 
applications, charts, tables, etc. 

Methods of drawing up financial statements are an important part of the Guide. Based on 
a case study, the manner of preparing Balance Sheet, Income Statement, Owners' Equity 
Flow Statement, Cash Flow Statement, and Fxplunatory Notes to annual financial 
statements is explained. 

The list of National Accounting Standards (NAS), Accounting Policy, Service Report, and 
Cooperative Member Personal Accounts are attached to the Guide. 

Materials presented in the Guide are set forth in compliance with Accounting Law 
No.426-Xm of April 4, 1995, Law No.73-XV, NAS, and other normative acts in effect as of 
March 1, 2002. At the same time, this Guide does not replace legal and normative acts on 
accounting, it is just a methodical guide explaining the provisions of the indicated acts and 
their practical application. 

The Guide only reviews accounting aspects of a cooperative's economic and financial 
transactions. Fiscal aspects of such transactions will be set forth in a separate paper, which 
will be prepared in compliance with the current fiscal legislation. 

The following materials were used to prepare the Guide: NAS, comments on the 
application of NAS, Chart of Accounts, other normative acts, volumes I and 11 of a series New 
Accounting System for Economic Entities of the Republic of Moldova and Financial 
Accounting manual, published by the Association of Professional Accountants and Auditors 
of the Republic of Moldova with financial support of the US Agency for International 
Development (USAID). 

The Guide is intended for cooperative accountants and managers, auditors, participants of 
continued professional education courses, and professors and students of schools of 
economics. 

Authors: Vasile Benderschi (Chapter 2), Ludrnila Grabarovschi (Chapters 5, 9 (9 9.1, 9.2)), 
Alexandru Nederita (Introduction, Chapters 1, 6), Stefania Poberejnic (Chapter 9 ( 5  9.3, 9.6, 
9.8)), Adela Sandu (Chapter 4), Natalia Tiriulnicov (Chapters 7, 8, 9 (5 9.5, 9.7)), Marina 
Selaru (Chapter 9 (5 9.3,9.8)), and Natalia Zlatina (Chapters 3,9 (5 9.4)). 

The Guide was prepared in the framework of the Private Farmers Assistance Program. 

Private Farmers Assistance Program 



Chapter 1. Normative Basis of Accounting in Agricultural 
Business Coo~eratives (Coo~erative Farms) 

Objectives of this Chapter: 

Provide a general description of legislative and normative documents that regulate 
accounting in the Cooperative. 
Describe general rules of accounting in the Cooperative. 
Explain procedures for documenting and showing transactions in journals. 
Examine the accounting systems that can be applied in the Cooperative. 
Disclose procedures for preparation and application of accounting policy in the 
Cooperative. 

1.1. The Normative Regulation of Accounting 

A Cooperative is a commercial organization having rights of a legal entity that is obliged 
to keep records the same way that other enterprises, engaged in business activity, do. 

Accounting for Cooperative is regulated by the legislative and normative documents 
presented in Table 1.1. 

Table 1.1 

List of Legal and Normative Documents that Regulate Accounting in Agricultural 
Business Cooperatives 

( LegaUNormative Document Title 1 Basic Provisions 
I 
1 

Accounting Law 
No.426-XIII as of April 4th, 
1995 

3 
Y 

General rules on: 
- documentation of economic transactions 
- preparation of journals 
- stock taking of property 
- correcting accounting errors 

Law on Business 
- preparation and presentation of Financial Statements 

Manner of: 
Cooperatives No. 73-XV as of 
April 12th, 2001 

- maintenance of personal account of a Cooperative 
member 

- presenting Financial Statements and Cooperative 
Specialized Statement 

Framework for the 
Preparation and Presentation 
of Financial Statements 

- keeping Cooperative's documents 
General description of: 

- fundamental accounting assumptions and principles 
- Financial Statements' component parts and of groups 

of users of these Financial Statements 
The General NAS (list of 
N.A.S. approved by the 
Ministry of Finance of the 
Republic of Moldova, is 

1 presented in Annex 1 of this 
Guide) 

I 

General norms of: 
- accounting 
- valuation and recording of assets, owners' capital, 

liabilities, revenues, expenses and financial 
performance 

- preparing Financial Statements, Annexes and the 
Explanatory Notes 
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Commentaries on NAS 
Application (at present the 
Commentaries to NAS 1,7, 13, 
16, 18,23, 24,25, 27,28 are in 

I 1 
NAS 4 "Accounting in Small 
Businesses" 

force) 

2 
Application criteria for the Complete and Simplified 
Accounting Systems 
Description and list of a simplified Chart of Accounts 

Methodical Instructions on 
Specific Features of Accounting 
in Entrepreneurial 
Cooperatives 

Chart of Accounts for 
Ordinary Activity of 

Simplified forms of journals and Financial Statements 
Official explanations (based on case studies) for application 
of NAS provisions 

Accounting for: 
- staq up costs 
- legal capital 
- internal and external transactions 
- Cooperative discounts and premiums 
- allocation sf net profit 
- transactions for reorganization and liquidation of the 

Cooperative 
Presentation of information in Financial Statements 
List and description of accounts 
Methodological norms for the application of accounts 

Enterprises 
Instructions, letters and other 

The legislative and normative documents presented in Table 1.1 are obligatory for all 
economic entities, including Cooperatives. 

Explanations for keeping accounting for various activities of 
1 instructive documents issued 
by the Ministry of Finance of 
the Republic of Moldova 

1.2. Organization of Accounting 

an enterprise, and those of a cooperative 

1.2.1. General Rules on Accounting 

Accounting in a Cooperative can be kept by: 
accounting department that is an autonomous structural subdivision of the 
Cooperative; 
a staff accountant of the Cooperative; 
a non-staff accountant (on a contract basis) of the Cooperative; 
an audit (consulting) firm. 

Responsibility for organization of and keeping accounting lies with manager of the 
Cooperative, who should ensure: 

preparation and observance of accounting policy; 
control the way transactions are carried out and shown in source documents; 
authenticity, completeness and timeliness of information presented in financial 
statements; 
keeping source documents, journals and Financial Statements. 

Besides the manager of the Cooperative, the responsibility for accounting in various 
sectors lies with: 

The Head of Accounting Department (Chief Accountant) who should: 
- ensure control over availability of all economic transactions in accounts, 
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- respect methodological principles of organizing accounting, 
- prepare ledgers and Financial Statements within fixed periods; 
individuals who have signed source documents and journals - regarding timeliness 
and correctness of preparation of source documents and journals, as well as 
authenticity of information that is included in them. 

While keeping records of the Cooperative, the following should be taken into 
consideration: 

4 the Head of the Accounting Department, as well as the Cooperative's Manager, sign 
documents (including source documents) that serve as a basis for receipt of and 
handing over goods and materials, cash, and for recording of receivables and liabilities 
of the Cooperative; 

4 orders on hiring, transfer and dismissal of officials and employees of the Accounting 
Department are issued with approval of the Head of the Accounting Department; 

4 the Head of the Accounting Department (Chief Accountant) is prohibited to receive 
for execution documents on economic transactions that contradict legislative and 
normative documents currently in Oforce and violate contractual and financial 
discipline. Such documents can only received for execution on the basis of orders 
written by the Manager of the Cooperative, who will then assume the responsibility 
for that; 

4 while dismissing the Head of the Accounting Department (Chief Accountant) all the 
files are handed over to newly appointed Head of the Accounting Department (Chief 
Accountant) or to Provisional Chief Accountant appointed by an order issued by the 
Manager of the Cooperative. Simultaneously, accounting and Financial Statements 
authenticity should be under control on the basis of an order of the M manager of 
Cooperative. 

A Cooperative should: 
reflect in source accounting documents all economic transactions carried out; 
fill in forms of journals and prepare Financial Statements according to the 
corresponding NAS provisions; 
prepare and apply an adequate accounting policy. 

1.2.2. Documenting transactions 

A Cooperative is obliged to show all transactions in source accounting documents. For 
source documents, one can use standard forms of interdepartmental1 and departmental 
justificative documents, as well as self-developed forms approved in the manner established, 
which contain the following obligatory elements: 

document's title; 
date of preparation; 
contents of the economic transaction; 
measurement unit of the economic transaction (in physical and monetary expression); 
enterprise's name; 
titles and names of persons responsible for carrying out the economic transaction and 
its correct documentation; 
personal and legible signatures of the responsible persons. 

' Forms of interdepartmental and departmental source documents are presented in the Catalogue of the 
Department of Statistics and Sociology Research of the Republic of Moldova as "Standard Interdepartmental 
Forms of Source Documents for Enterprises and Organizations of the Republic of Moldova" (in two volumes) - 
Chisinau, 1995 (volume 1) and 1997 (volume2). 
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Depending on economic transaction's nature and information processing technology, 
other additional elements can be included into source documents. 

A source accounting document should be prepared when carrying out the economic 
transaction, if this is not possible, immediately after the transaction is completed. When 
goods, production and services are sold using cash and control machine, source accounting 
documents (on receiving cash and settling book value of goods, production and services sold) 
are prepared in according to cash receipts at least once a day (usually, at the end of the day). 

No correction in cash and bank documents is allowed. Correction of errors in other source 
documents should be documentarily confirmed with signatures of the persons who have 
drawn up and signed these documents, providing the date on which the correction was 
introduced. 

According to the degree of regulating the manner of economic transaction documentation, 
one distinguishes documents under flexible control and documents under inflenble control. 

Documents under flexible control are used when documenting internal economic 
transactions (receipt cash orders and payment orders, work tickets, advance statements etc.). 

Documents under rigorous control are used to document economic transactions of 
transportation of goods, use of vehicles, purchase of materials and goods by transfer and 
against cash. These transactions are carried out outside the enterprise and need a rigorous 
control by legal order protection bodies, fiscal and other state authorities, which aim at 
preventing theft of materials and goods, malversation, evasion of indirect taxes, etc. 

Documents under rigorous control include: 
bill of lading, 
annex to bill of lading, 
travelling warrant (of a truck, a car, a bus), 
invoice on the value added tax, 
warrants, 
receipts, 
receipts on purchase (collecting) of animals, poultry and rabbits; milk and milk 
products; eggs; grapes and other agricultural products (FR-1, FR-3, FR-4, etc.) 

The use of documents under rigorous control is regulated by Instruction on Accounting, 
Issuing, Keeping and Using Standard Forms of Source Documents Under Rigorous 
Control and Instruction on Issuance of Warranties on Receiving Inventories, approved by 
the Decision of the Government of the Republic of Moldova No. 294 as of March 17, 1998 
(Monitorul Oficial a1 Republicii Moldova, 1998, No. 30-33). 

Information contained in source accounting documents is to be shown and accumulated in 
journals, forming the basis for preparation of which Financial Statements are prepared. 

Source documents, journals and Financial Statements should be only kept according to the 
procedure established in Standard Instruction on Clerical Practices, approved by the 
Decision of the Government of the Republic of Moldova No. 618 as of October 5, 1993 
(Monitorul Oficial, 1993, No. 10). 
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1.2.3. Accounting Systems 

Cooperatives may keep records using either the Complete or Simplified System. 
Cooperatives, which average annual number of employees, annual net sales volume and 

total balance sheet figure exceed the limits set by the Government, keep records using the 
complete system. 

Cooperatives, which average annual number of employees, annual net sales volume and 
total balance sheet figure are within the limits set by the Government, may apply either the 
Complete Accounting System or the Simplified one based on provisions of NAS 4 
"Accounting in Small Businesses". Each Cooperative selects an accounting system talung 
into consideration informational needs, volume of activity (sales) and activity peculiarities, as 
well as other factors, which should be shown in its accounting policy. Thus, Cooperatives 
with many members and employees, which are involved in several types of activity, are 
recommended to use the Complete Accounting System, whereas small Cooperatives that 
practice one type of activity - the Simplified Accounting System. 

The Complete Accounting System 

When applying the Complete Accounting System, a Cooperative should: 
a) use Chart of Accounts for Ordinary Activity of Enterprises; 
b) fill out the forms of journals recommended for economic entities that are not small 

businesses; 
c) prepare financial statements completely and according to the standard forms 

stipulated by NAS 5 "Presentation of Financial Statements" and NAS 7 "Cash Flow 
Statement". 

According to the Complete Accounting System, accounting is kept in analytical and 
summary sheets, journals and other registers. Then the information from these papers is, 
posted to the General Ledger that serves as the basis for preparing financial statements (see 
Fig. 1.1). 

master record 
------------------------ cross check 

Fig. 1.1. Complete Accounting System 

Source Documents 

Cash Office 

Analytical Registers '2 
-) 

(sheets, analytical register 
cards, accounting notes, 

etc.) 
. w 

Summary andlor Mixed 
Journals (journals, adjustment 

log for summary accounts, etc.) 
--.----------------------, Index of 

Assets 

Inventories Journal 

4 

I 
General Ledger 

Financial statements 
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The Simplified Accounting Systenz 

When applying the Simplified Accounting System, a Cooperative should: 
a) prepare and use a Simplified Chart of Accounts (a sample of a Simplified Chart of 

Accounts recommended for Cool>r.ratives, is presented in NAS 4, paragraph 17). 
b) use journal forms recommended 1)) \ LAS 4; 
c) prepare financial reporting in the ~ I Z C  and standard form stipulated by NAS 4. 
At the same time, when applying thls bysrem, it should be noted that Cooperatives may 

adapt their own journal forms to peculia~ lrres of their activities, as well as prepare additional 
journals provided the following is ensured: 

a unique methodological basis for accounting is respected that provides for application 
of accrual and double recording pnnc~ples; 
interrelations between analytical and summary accounting records; 
all economic transactions are completely shown in journals based on source 
accounting documents; 
data from source accounting documents are accumulated and systematized in view of 
indicators necessary for management and control of the enterprise's economic activity, 
as well as for preparation of financ~al statements. 
The Simplified Accounting System has two variants: 
1) based on the Journal of Transactions; 
2) using worksheets of transactions by accounts (groups of accounts)'. 

The variant based on the Journal of Transactions is recommended for Cooperatives, 
which render one type of services, make settlements with buyers and suppliers directly when 
transactions take place, do not have production (services) in process and do not have big 
inventory stocks. 

According to this variant, recording of source accounting documents, showing 
transactions in accounts and determining financial results are carried out in one journal - 
Journal of Transactions (f. S-1). The mode of organization of accounting based on Journal 
S-1 is presented in Fig. 1.2. 

Source Accounting 
Documents 

Register-Journal of Accounting 1 wOrkshee - -  _ 1 Cash Office ( 
Remuneration for Economic Transactions 

I Financial statements I 
Fig. 1.2. Simplified Accounting System Based on the Journal of Transactions 

Besides the Journal S-1, Worksheet of Long-term Assets and Their Depreciation (f. S- 
2), Worksheet of Remuneratiort ( f. S- 1 O),  Workslt eet of Settlements with the Budget ( f. S- 
1 l), a Cooperative may use other jouinals, if necessary. 

Journal S-1 is an analytical and summary accounting sheet, on the basis of which 
balances of assets, owner's equity and liabilities, as well as amounts of income, expenses and 
results of activity at a concrete date are determined and financial statements are prepared. 

' The forms of Register-Journal and spreadsheets of transactions are annexed to NAS 4 (please see Monitorul 
Oficial a1 Republic;; Moldovo No. 27-28 of March 9th,  2000). 

9 
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Journal S-1 is a combined accounting sheet that contains all accounts used by the 
Cooperative, which allows accounting for economic transactions in each of them. 

The Cooperative may open Journal S-1 for every month (using annexed worksheets of 
transactions by accounts, if necessary) or for the reporting year, as a whole. In the second case 
Journal S-1 should be laced up and numbered. The number of pages contained is written on 
the last page, which is certified with the signatures of the Manager and the person who is 
responsible for accounting, as well as the stamp of the Cooperative. 

Journal S-1 starts with posting amounts of balances of the beginning of the reported 
month (the beginning of activity by the Cooperative) by every summary account. Further, 
column 3 "Contents of Transaction" shows the month, and all economic transactions carried 
out during this month are reflected in chronological order using positional method based on 
every source document. At the same time, the amounts of every transaction are recorded in 
Journal S-1 using the double recording method: simultaneously, in columns "Debit" and 
"Credit" of accounts of assets, liabilities and financial results. 

During the month, costs related to rendering services are recorded in the debit of Account 
215 "Work in Process", whereas the actual cost of services rendered, that are determined in a 
special analytical journal called "calculation", is recorded in the credit of this account. 

Revenues and expenses of the Cooperative are recorded in accordance with the accrual 
accounting principle directly in the credit and debit of Account 333 "Net Profit (Loss) of the 
Reporting Period". If a Cooperative carries out several types of activity (operating, investing, 
financial) within Account 333 there can be opened the corresponding sub-accounts, whereas 
in Journal S-1 additional columns are provided. While showing transactions in Account 333, 
there should be noted that the use of goods, production (services) for personal purposes, as 
well as against liabilities to the Cooperative's members and employees on remuneration of 
labor, is considered as a sale and simultaneously, the revenues and expenses are recorded as 
revenues and expenses relating to the sale. 

The financial result from sale of goods and services is determined as a difference between 
the debit and credit activities of Account 333, and it is reflected in the journal as a separate 
line. In this case, column 3 shows "Monthly Financial Result", whereas columns "Amount", 
"Account 333 - Credit" (if there is a profit) or "Account 333 - Debit" (if there is a loss) 
show the amount of financial result for the current month. 

When the month expires, the total monthly amounts of debit and credit activities of all 
summary accounts are calculated, which should be equal the total of column 4. In this case, it 
should be taken into consideration that the activities of Account 333 are recorded as a 
cumulative total figure at the beginning of the year. 

After the total monthly debit and credit activities of accounts have been calculated, a 
balance as of the last day of the reported month is determined for every of these accounts. 
Based on account balances of classes 1-5, a Balance Sheet is prepared, whereas based on 
debit and credit activities of Account 333, an Income Statement is prepared. 

The variant with the use of worksheets of transaction by accounts (groups of accounts) 
may be applied by Cooperatives that in production (rendering services) have considerable 
material and labor expenses, big stocks of materials, products and goods, make settlements 
with debtors and creditors, mainly through banks. In case of applying this variant, a 
Cooperative may use the following journals for accounting for transactions: 

Worksheet of Long-term Assets and Their Depreciation (form S-2); 
Worksheet of Inventories (form S-3); 
Worksheet of Livestock and Poultry (form S-4); 
Worksheet of Costs and Expenses (form S-5); 
Worksheet of Cash and Investments (form S-6); 
Worksheet of Payments Made by Buyers and Other Debtors (form S-7); 
Worksheet of Owner's Capital (form S-8); 
Worksheet of Payments Made to Suppliers (form S-9); 
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Worksheet of Payroll (form S-10); 
Worksheet of Settlements with the Budget (form S-1 1); 
Worksheet of Settlements with Other Creditors (form S-12); 
Worksheet of Sales and Financial Results (form S-13); 
Trial Balance (worksheet) (form S- 14); 
Trial Balance for Summary Accounts (form S-15). 

Each worksheet is used for accounting for transactions by account or group of accounts. 
The amount of every transaction is recorded simultaneously in two worksheets: in one 
worksheet - in debit of the corresponding account, whereas in another worksheet - in credit 
of this account. In this case in both worksheets, column "Transaction's Contents", shows 
records on the contents of transaction carried out based on source documents or the relating 
explanations. 

In all the worksheets used, it is indicated the month when they are completed, and when it 
is necessary, the titles of summary accounts. At the end of the month, after footings have been 
calculated and account balances have been determined, the worksheets are signed by the 
persons who prepared and verified the records. 

Monthly account footings recorded in worksheets S-2 through S-13 are summarized in the 
Trial BalQnce (worksheet) - form S-14, based on which Trail Balance for Summary Accounts 
(form S-15) is prepared. Based on the Trial BalQnce S-15, Balance Sheet and Income 
Statement are prepared (see Fig. 1.3). 

Source Accounting 
Documents 

Index of Long-term Assets 
and Inventories 

Cash Office 

w I 

Worksheets I 
I 

4 ------------I 
S-2 through S-13 

Trial Balance (worksheet) 
S- 14 

Accounts S-15 or General 
Ledger 

I Financial statements 1 

Fig. 1.3. Simplified Accounting System Using Worksheets of Accounting for Economic 
Transactions 

Besides the Trial Balance S-15, an enterprise may draw up the General Ledger. 
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1.3. Accounting Policy 

Accounting policy is an aggregate of assumptions, principles, rules, methods and 
procedures, adopted by the Cooperative management for accounting and preparation of 
financial statements. 

Accounting policy is an integral part of financial statements and should be developed by 
every Cooperative, no matter what activity it practices or size of the activity. 

The procedure of development and disclosure of accounting policy is stipulated by the 
provisions of NAS 1 'Nccounting Policies", Commentaries on Application of NAS I 
"Accounting Policies" and NAS 4 "Accounting in Small Businesses". 

1.3.1. Accounting Policy Development 

Accounting policy is developed while establishing the Cooperative, before the first 
presentation of financial statements, but no later than 90 days after the rights of a legal entity 
have been obtained. The selected accounting procedures and methods are applied by the 
Cooperative since the date of its state registration. Approval and specifying of accounting 
policy is made on the basis an organizational and regulation document (order, instruction etc.) 
of the Manager of the Cooperative. A sample of the order on accounting policy of a 
Cooperative is presented in Annex 2 to this work. 

The procedure of formation and approval of accounting policy is set up by each 
Cooperative independently. For example, a draft of accounting policy may be developed by 
the Accounting Department, a specially assigned committee or by a consulting firm (audit 
firm). The selected accounting policy can be previously examined by an authorized body 
(General Meeting of members or Council) of a Cooperative, then approved by president of the 
Cooperative. 

The responsibility for formation and observance of accounting policy lies with the 
Manager of the Cooperative. 

Accounting policy of the Cooperative should contain at least information on: 
accounting system employed (Complete or Simplified); 
selected variant of the Simplified Accounting System; 
form of maintenance of accounting (using journals; 1-C etc.); 
simplified chart of accounts; 
methods of valuation of assets and liabilities; 

' methods of calculation of depreciation (amortization) of long term assets; 
mode of recognition and accounting for revenues, expenses and financial results; 
other methodological and organizational aspects of accounting. 

A sample of accounting policy of the Cooperative (short variant) is presented in Annex 3 
of this work. 

According to NAS I, when selecting and reasoning accounting policy the Cooperative 
should proceed from fundamental assumptions (going concern, consistency and accrual) 
and respect the accounting principles (prudence, substance over form, materiality). 

The accounting policy is formed on the basis of legal and normative documents included 
in the normative regulation system of accounting in the Republic of Moldova (laws and legal 
acts approved by the Parliament, decrees of the President, Decisions of the Government, 
NAS, commentaries on application of NAS, Chart of Accounts for Ordinary Activities of 
Enterprises and other normative documents approved by the Ministry of Finance). 

The procedure of elaborating accounting policy on a specific accounting problem (sector) 
consists of selecting one variant from several, allowed by legal and normative documents, 
justifying the method selected on the basis of the peculiarities of the activity performed by the 
Cooperative and its acceptance as a basis for accounting and preparation of financial 
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statements. For example, NAS 16 "Accounting for Long-Term Tangible Assets" 
recommends four methods of depreciation of the assets: 

the straight-line depreciation method; 
the units of output depreciation method; 
the declining-balance depreciation method; 
the sum-of-the-years digits method. 

When developing accounting policy the enterprise selects a depreciation method which 
corresponds, to a greater extent, to the model of useful life set up for a concrete tangible asset. 
Thus, since a car losses a big portion of its value in the first years of its use, the depreciation 
should be calculated using the declining-balance depreciation method, but not the straight-line 
depreciation method, used for depreciation of buildings and other objects, that lose their value 
equally over their whole useful life, is calculatect. 

The accounting policy selected by the Cooperative should be applied consecutively: from 
one reporting period to the other. In cases provided in paragraph 12 from NAS 1 "Accounting 
Policies", the Cooperative may introduce modifications into accounting policy, that is may 
not respect the principle of consistency during the reporting year. For example, modifications 
may be introduced into accounting policy in case of: 

a) reorganization (merger, association, separation) of the Cooperative, which, according 
to legislation in force, may be carried out based on decision of a delegated body of the 
Cooperative or judicial instances. In these cases modifications to accounting policy are 
introduced at the date of the state registration of newly established legal entities; 

b) introduction of modifications in legislation in force (interdiction or limitation of an 
activity, introduction or annulment of state regulation of prices on products; 
modification of conditions of external economic activity - considerable hardening or 
liberalization of tax regulations, increase of inflation rate; modification of some 
provisions and other normative documents) - at the date the modifications and 
additions introduced in legal and normative documents have become operative; 

c) development of new accounting practices (introduction of additional methods of 
valuation of assets, fixed assets depreciation methods, revenues and expenses 
recognition methods etc. in NAS) - beginning on January, 1 of the following year, 
except for some extreme situations. Adjustment of accounting policy since the 
beginning of a new reporting year ensures consistency of accounting during the 
reporting year and the comparability of accounting information. 

All the modifications introduced in accounting policy, no matter what are their causes, 
should be justified and completed through regulation documents (orders, instructions), 
indicating their effective dates. 

1.3.2. Disclosure of Accounting Policy 

Accounting policy is an integral part of financial statements and should be brought to 
knowledge of all categories of users of accounting information: members of Cooperative, 
investors, creditors, the Cooperative's staff, financial bodies etc. The Cooperative itself 
develops a form of presentation of accounting policy. Either the order on accounting policy or 
extracts from the policy that record principle procedures and methods used in accounting and 
in presentation of financial statements may be presented to the users of the information. 
However, in any case, accounting policy should be a separate chapter of the Explanatory 
Note to the Annual Financial Statement. 

Accounting policy should disclose, as a minimum, the following accounting methods and 
procedures used by a Cooperative during reporting year: 

valuation of intangible assets, fixed assets and their depreciation and amortization 
methods; 
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methods of valuation of long-term and short-term investments in related and non- 
related parties; 
valuation and calculation of cost of inventories; 
valuation and accounting for long-term and short-term receivables; 
valuation methods and accounting for allowance for doubtful debts ; 
accounting for bank credits and loans, recognition and determination of expenses 
related to loans, conditions of their capitalization; 
composition and formation and accounting for provisions for future expenses and 
prepayments; 
composition and recognition and accounting for revenues and expenses on types of 
activities carried out by the Cooperative; 
accounting for leases and financial instruments; 
index and accounting for taxes, including deferred taxes; 
accounting for expenses related to pensions and payment of allowances to the staff; 
showing the effects of exchange rate fluctuations; 
accounting for government subsidies. 

Composition and contents of accounting policy information related to some concrete 
accounting problems, which are going to be disclosed in financial statements, are determined 
by each enterprise, taking into account the corresponding NAS provisions. 

Besides the above mentioned variants and accounting practices, the Cooperative should 
indcate modifications of accounting policy made in the reporting year and their causes 
separately in the Explanatory Note to the annual financial statements, and evaluate the 
consequences of modifications in terms of value. For example, if during the reporting year the 
Cooperative uses a different depreciation method for fixed assets, while disclosing accounting 
policy one should indicate the causes of modifications and their influence on the size of 
financial accounting result. 

Disclosure of accounting policy does not justify wrong or inexact reflecting of 
information and the Manager and Head of the Accounting Department (Accountant) of the 
Cooperative are not relieved of the responsibility for infringement of laws on accounting and 
of preparation of financial statements. 
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Objectives of this Chapter: 

Description, recognition and valuation of long-term assets. 
Presentation of accounting procedure for: 
- intangible assets, 
- m e d  assets, 
- tangible assets in process, 
- lund, 
- lease transactions. 

Long-term assets are goods and valuables of any nature, mobile or immobile, tangible 
or intangible, purchased or produced by the Cooperative, meant to serve for a period of more 
than one year in the Cooperative's activity. 

Long-term assets are classified into three groups: 
Intangible assets. 
Tangible assets. 
Financial assets. 

2.1. Accounting for Intangible Assets 

2.1.1. Description, Composition, Recognition and Valuation of Intangible Assets 

Intangible assets are assets with no physical natural substance, non-monetary assets, 
that are controlled by the Cooperative and are held for use for a period of more than one year 
in the production, commercial and other activities, as well as for administrative purposes. 

The composition and procedure of recognition, valuation and accounting for intangible 
assets are regulated by NAS 13 "Accounting for Intangible Assets" and are determined by 
accounting policy of the Cooperative. 

The composition of intangible assets includes: 
Start-up costs; 
goodwill; 
patents; 
trade marks; 
licenses; 
computer software; 
other intangible assets (copyrights, rights to use fixed assets etc.); 
finance leased intangible assets. 

Intangible assets are recognized as assets (are accounted for) if: 
a) it is probable that future economic benefits that are attributable to the assets will flow 

to the Cooperative; 
b) cost of the assets can be measured reliably. 

If these two conditions are not met, costs on purchase (creation) of intangible assets 
are recognized as a period expense or, if necessary, as deferred expenses, and will be charged 
to as costs or expenses of the reporting period they refer to. 

Recognized intangible assets are measured at their initial cost that in case of: 
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a) acquisition - equals to acquisition cost plus non-refundable taxes and fees stipulated 
by the legislation, any directly attributable expenditure on obtaining property rights on 
intangible assets and on their preparation for use according to their purpose, legal 
protection of available assets, payment for services on valuation of intangible assets 
under acquisition. Any trade rebates and discounts are deducted from the intangible 
asset purchase cost; 

b) creation of assets by the Cooperative - equals to actual cost that includes cost of 
materials consumed, remuneration of labor, deductions to the State Social Fund, 
indirect production costs on creation and preparation of intangible assets for their use 
(inventions, industrial models and designs, other types of invention and creation 
activities, technical solutions, development of new technologies etc.), as well as 
amounts of borrowing costs at their capitalization according to NAS 23 "Borrowing 
costs". 

c) their receipt in the form of government subsidies and free of charge - equals to 
their fair value; 

d) merger of Cooperatives - equals to their fair value determined according to NAS 22 
"Business combinations"; 

e) receipt as a result of exchange of assets - equals to the cost established by 
independent parties and determined in the following succession: 

at the fair value of the asset received in exchange or the asset handed over for 
exchange adjusted by the amount of cash paid (received); 
at the book value of intangible assets meant for exchange, if there is no real market 
value confirmed; 

f) finance lease - equals to the cost agreed between the leaser and lessee and determined 
in accordance with NAS 17 "Leases". 
In order to account for its intangible assets, the Cooperative uses Account I l l  

"Intangible assets", which summarizes information on availability of and movement in the 
intangible assets, which are part of the Cooperative's property, and are received as a finance 
lease. The debit side of this account shows the initial cost of intangible assets purchased or 
created by Cooperative, received with the right to use against common share or received 
gratuitously, and the credit side shows the book value of intangible assets disposed of, and the 
write-off of the accrued amortization on disposal of these assets. 

The following sub-accounts can be opened within Account 111 "Intangible 
Assets": 11 11 "Start-up Costs", 11 12 "Goodwill", 11 13 "Patents", 11 14 "Trade Marks", 
11 15 "Licenses", 11 16 "Computer Software", 11 1 7 "Other Intangible Assets", 11 18 
"Long-tern Leased Intangible Assets". 

2.1.2. Accounting for Start-up Costs 

When starting up the Cooperative, expenses incurred in its establishment include: 
legal costs for drafting and editing a Contract for establishing a legal entity, a charter and 
other foundation documents of the Cooperative; stamp fee payment for its registration; 
payment for opening a temporary account of the Cooperative; notary fee for authentication of 
foundation the Cooperative Contract and other expenses incurred before the Cooperative state 
registration. These expenses are considered as intangible assets and are reflected in 
accounting in the month of the Cooperative's state registration. 

The procedure and terms for refunding foundation expenditures of the Cooperative are 
stipulated in its foundation Contract. 

Based on documents annexed to the Prepayment Report that confirm the incurrence of 
foundation expenses by the Cooperative (bills of lading, invoices on the value added tax, 
receipts, payment orders, cheques etc.), which have been presented by the individual, who 
bore the above-mentioned expenses or collected the documents, the following entry is made: 
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Dt I l l  "Intangible Assets", sub-account 1111 "Start up Costs" - for the amount of 
foundation expenses of the Cooperative, including VAT; 

Ct 532 "Liabilities to Employees by Other Transactions'; sub-account 5321 "Payables to 
Accountable Individuals" - for the amount of foundation expenses of the Cooperative, 
which have been incurred by the Cooperative's employees; 

Ct 522 "Short-term Liabilities to Related Parties'; sub-account 5223 "Payables to Other 
Related Parties" - for the amount of foundation expenses, which have been incurred by 
the Cooperative's members. 

The settlement of liabilities on foundation expenses is reflected by the following entry: 
Dt 532 "Liabilities to Employees by Other Transactions", sub-account 5321 "Payables 

to Accountable Individuals" - for the amount of the liabilities settled with an 
individual, who is the Cooperative's employee; 

Dt 522 " Short-term Liabilities to Related Parties'; sub-account 5223 "Payables to Other 
Related Parties" - for the amount of the liabilities settled with the Cooperative's 
members; 

Ct 241 "Cash" '; sub-account 2411 "Cash in National Currency" or 
242 "Settlements Account': sub-account 2421 "Non-restricted Cash" - for the amount 
of total liabilities settled. 

If start-up costs of the Cooperative are settled from its cashier's office or its 
settlements account, corresponding source documents (bills of lading, invoices on the value 
added tax, receipts, cheques, etc.) enclosing to the payment document (payment order), then 
the transaction will be reflected by the following entry: 
Dt 111 "Intangible Assets", sub-account 1111 "Start-up Costs " - for the amount of start- 

up costs of the Cooperative, including VAT; 
Ct 241 " Cash" '; sub-account 2411 "Cash in National Currency" or 
Ct 242 "Settlements Account'; sub-account 2421 "Non-restricted Cash" - for the amount 

of start-up costs of the Cooperative, including VAT, paid for. 

If the Cooperative's employee is given a prepayment from the cashier's office to cover 
start-up costs of the Cooperative, the following entry is made: 
Dt 227 "Short-term Employees Receivables'; sub-account 2272 "Short-term Receivables 

of Accountable Persons" - for the amount of the prepayment given out; 
Ct 241 "Cash" '; sub-account 2411 " Cash in National Currency" - for the amount of the 

prepayment given out to settle start-up costs of the Cooperative. 

After presentation by the accountable individual of the documents that confirm 
incurrence of foundation expenses by the Cooperative, which have been annexed to the 
Prepayment Report, the amount of prepayment is settled by the following entry: 
Dt I l l  "Intangible Assets", sub-account 1111 " Start-up Costs" - for the amount of start- 

up costs of the Cooperative, including VAT; 
Ct 227 "Short-term Employees Receivables'; sub-account 2272 "Short-term Receivables 

of Accountable Persons" - for the amount of start-up costs of the Cooperative made by 
the accountable individual. 

Amortization of start-up costs is calculated in the same way that amortization of other 
intangible assets is calculated, which is discussed in paragraph 2.1.4 of this Guide. 
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2.1.3. Accounting for Receipt of Intangible Assets 

Intangible assets of the Cooperative may be acquired from legal entities and 
individuals against payment, obtained from founders and members of the Cooperative free of 
charge as contributions to its statutory capital or otherwise. 

Intangible assets are accounted for based on the following source documents: bills of 
lading, invoices on the value added tax, receipts, cash payment orders, cheques, treasury 
payment orders, contracts concluded between the Cooperative and its members on 
transmission of rights to use goods against payment of their common shares, that regulate the 
rights and obligations of the parties, reports on receipt and handing over of goods for use and 
as the Cooperative property, prepayment reports, etc. 

In order to record intangible assets in accounting, the following summary accounts are 
used 11 1 "Intangible Assets'; 112 "Intangible Assets in Process" and 113 "Amorhiation of 
Intangible Assets". 

In the course of its activities, the Cooperative can have other intangible assets, such as 
trademarks, patents, licenses, computer software, goodwill, other intangible assets 
(copyrights, rights to use fixed assets etc.). 

Intangible assets are registered in conformity with their source of origin by following 
entry: 
Dt I l l  "Intangible Assets'; related sub-accounts - for the initial cost of intangible assets, 

including VAT (if the Cooperative is not registered as a VAT payer and/or it is exempt 
from VAT, according to the legislation)'; 

Dt 534 "Liabilities on Settlements with the Budget'; sub-account 5342 "Payables on 
VAT" - for the amount of VAT according to the invoice on the value added tax (if the 
Cooperative is registered as a VAT payer and/or it is not exempt from VAT, according to 
the legislation); 

Ct 313 "Unpaid Capital" - for the amount of non-monetary contribution made to the 
Cooperative in the form of rights to use fixed assets or other property against common 
share. The value of non-monetary contribution made to the Cooperative against common 
share is based on the market value of the lease during the use of this property, which is 
stipulated by the Contract concluded between the Cooperative and its member. The 
market share of non-monetary contribution made to Cooperative with the right to use 
against the initial common share of the founders is approved by the Foundation Meeting 
of the Cooperative, and the market value of non-monetary contribution made to 
Cooperative with the right to use against initial and additional common share of its 
members is approved by the Board of Directors of the Cooperative; 

Ct 532 " Liabilities to Employees by Other Transactions", sub-account 5321 "Payables 
to Accountable Individuals" - for the amount of expenses incurred by accountable 
individuals on the own expense in acquiring intangible assets; 

Ct 522 "Short-term Liabilities to Related Parties'; sub-account 5223 "Short-term 
Payables to Other Related Parties" - for the amount of liabilities to the Cooperative's 
members for intangible assets received; 

Ct 539 "Other Short-term Liabilities" - for the amount of liabilities to other individuals for 
intangible assets received; 

Ct 241 "Cash'; sub-account 2411 "Cash in National Currency" or 
Ct 242 "Settlements Account", sub-account 2421 "Non-restricted Cash" - for the amount 

of payment made for intangible assets acquired. 

' According to Article 4, paragraph (8) of Law No. 1417-XI11 of 17 December 1997 on application of Title I11 
of Tax Code, since Januaryl, 2002, non-monetary contributions that are made before I January 2004 to statutory 
capital of service agricultural cooperatives, established in compliance with Article 87 of Business Cooperatives 
Law No. 73-XV of 12 April 2001 are exempt from the value added tax. 
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Example 2.1 

The Cooperative Foundation Contract envisages non-monetary contributions with the 
right to use for a period of 5 years as initial common shares of 2 founders. The market values 
of the non-monetary contributions made to the Cooperative with the right to use against 
common share that have been approved by the decision of the Cooperative's meeting is 
10,000 lei including 6,000 lei (one founder contributed a computer for the Cooperative's 
ofice) and 4,000 lei (another one contributed a car "Jiguli"). Handing over of the goods was 
carried out during one month afier the registration of the Cooperative based on the Report on 
Receipt and Handing over Fixed Assets (standard interdepartmental form MF-I). The 
contract value of the assets handed over to the Cooperative with the right to use, comprises, 
therefore, 15,000 lei and 10,000 lei. 

The Cooperative will make the following entry for the value of the non-monetary 
contributions obtained with the right to use against common share: 
Dt 11 1 "Intangible Assets'; sub-account 11 17 "Other Intangible Assets" 

(the right to use f ied assets and other property, contributed as initial common shares, 
including the cost of the computer in amount of 6,000 lei and the cost of the car "Jiguli" 
in amount of 4,000 lei contributed to the Cooperative) 10,000 lei; 

Ct 313 " Unpaid Capital" 10,000 lei. 

Simultaneously with this transaction, the contract value of the assets received with the 
right to use against common share is recorded in the debit side of ofS-balance Account 925 
"Assets Received with the Right of Temporary Use" - 25,000 lei. 

Off-balance Account 925 "Assets Received with the Right of Temporary Use" is used 
to summarize information on availability of and movement in the assets obtained with the 
right of temporary use against common shares. 

The debit side of off-balance Account 925 "Assets Received with the Right of 
Temporary Use" shows the receipt of the asset at the value cited in the Contract and the 
Report on Receipt and Handing over of Assets with the right of temporary use against their 
common shares, and the credit side shows return of the assets to the Cooperative's member. 
Analytical accounting for assets received with the right of temporary use against common 
shares is maintained by types of assets and by members of the Cooperative. 

2.1.4. Accounting for Amortization of Intangible Assets 

Recovery of the initial cost of intangible assets means its inclusion into costs or 
expenses composition of the Cooperative by calculating its amortization. According to NAS 
13 "Accounting for Intangible Assets", amortization of intangible assets is determined based 
on their values and useful lives. Useful life of a concrete intangible asset is determined by the 
Cooperative itself in its accounting policy. If it is difficult to determine useful life of an 
intangible asset, NAS 13 provides for a maximum useful life of an intangible asset of 20 
years. The Cooperative periodically, usually at the end of the year, specifies the useful life of 
an intangible asset. The useful life of an intangible asset may be specified by an annual 
general physical count of the Cooperative's assets. 

The amortization method used by the Cooperative should reflect the pattern in which 
economic benefits (profit), associated with the asset, are consumed by the Cooperative. 
According to NAS 13 "Accounting for Intangible Assets" (paragraph 43), when calculating 
amortization of intangible assets, various methods may be applied: the straight-line method, 
the unit of production (services rendered) method and the diminishing balance method. 
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According to the straight-line method, constant (unifoim) amortization charges are 
made over the whole useful life of' an intangible asset. It is determined applying an average 
annual amortization charge to the cost of an intangible asset. The average annual amortization 
charge is developed in the form of a percentage, as a ratio of 100 to the useful life expressed 
in years. 

The amortization charge calculated using the unit of production (services rendered) 
method is allocated to costs or expenses depending on the number of units produced (services 
rendered). 

When using the diminishing balance method, the amortization charge over the whole 
useful life of an asset is constantly declining. 

The amortization method is determined by the Cooperative in its accounting policy. 
The amortization of intangible assets handed over for usage is calculated beginning on 

the first day of the month, following that one when the intangible assets were recorded, and 
the amortization of intangible assets disposed of, is discontinued on the first day of the month 
that follows the month of the intangible assets' disposal. The amortization charging is 
discontinued after the cost of an intangible asset is completely allocated (the end of its useful 
life). 

Accounting for amortization charges of intangible assets is maintained with the help of 
liability Account 113 "Amortization of Intangible Assets". The credit side of the account 
shows the amount of amortization of intangible assets calculated over their useful life, and the 
debit side shows the write-off of accumulated amortization of intangible assets disposed of. 

At the end of the reporting period, the amortization charge is recognized as a cost or 
an expense depending on the destination of intangible assets. 

Amortization of start-up costs of the Cooperative is shown in the composition of 
general and administrative expenses, and amortization of other intangible assets is shown in 
the composition of costs and /or expenses by their designation. 

Example 2.2 

During September 2001, the total amount of start-up costs shown as intangible assets 
of the Cooperative was 600 lei, and their amortization period was 2 years. According to the 
Cooperative accounting policy, amortization of start-up costs is charged using the straight- 
line method. 

Using the straight-line method, amortization is calculated in the following way: the 
total amount of start-up costs is divided by the total number of months in their amortization 
period. 

Using the infomzation from example 2.2, the monthly amortization charge of start-up 
costs is 25 lei (600 lei : 24 months). The amortization of intangible assets is calculated 
beginning in October 2001. 

The following entry is made for the nzonthly amortization charge of start-up costs of 
the Cooperative: 

Dt 713 'General and Administrative Expenses7: sub-account 7132 "Amortization of 
Intangible Assets" 25 lei; 

Ct 113 "Amortization of Intangible Assets'; sub-account 1131 "Amortization of Start-up 
Costs" 25 lei. 

The rights to use fixed assets and other assets handed over to Cooperative against 
common share are amortized using the straight-line method over their whole useful life or 
based on another method determined by the accounting policy of the Cooperative. 
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Example 2.3 

Using inforhation from example 2.1,1etJs calculate amortization charge of the rights 
to use fixed assets that have been handed over to the Cooperative against initial common 
shares (10,000 lei). The accounting policy of the Cooperative provides the straight-line 
method for amortization of these rights during 5 years. 

Amortization of the rights to use fixes assets handed over to the Cooperative against 
initial common shares is 167 lei per month (1 0,000 lei : 60 months). 

The following entry is made for the amount of amortization charge of the rights to use 
fixed assets handed over to the Cooperative with the right to use them against initial common 
shares: 
Dt 713 " General and Administrative Expenses", sub-account 7132 "Cost of Amortization 

of Intangible Assets" 167 lei; 
Ct 113 "Amortization of Intangible Assets", sub-account 1137 "Amortization of Other 

Intangible Assets" 167 lei. 

Licenses, patents and other intangible assets that have a validity term are amortized 
using the straight-line method over their whole useful life or using another amortization 
method determined by the Cooperative's accounting policy. 

2.1.5. Accounting for Disposal of Intangible Assets 

When the Cooperative is engaged in its activities, intangible assets may be retired 
from use because of a complete write-off of amortization, sale, free of charge disposal or 
disposal in the form of contribution to the statutory capital of other economic entities. 

The write-off of intangible assets after amortization is complete, is made by issuing a 
document or accounting note on writing the intangible assets off and by the following entry: 
Dt 113 "Amortization of Intangible Assets", related sub-accounts and 
Ct 11 1 "Intangible Assets", related sub-accounts. 

Example 2.4 

Based on the document on writing 08 start-up costs are settled because of their 
complete amortization. Their value is 600 lei and useful life is 2 years. 

This transaction will be recorded by the following entry: 
Dt 113 "Amortization of Intangible Assets", sub-account 1131 "Amortiiation of Start-up 

Costs" 600 lei; 
Ct 11 1 "Intangible Assets", sub-account 11 11 "Start-up Costs" 600 lei. 

The settlement of the carrying amount of intangible assets disposed of, is reflected by 
the entry: 
Dt 721 "Expenses on Investing Activity", sub-account 7211 "Expenses on Disposal of 

Intangible Assets"; 
Ct I l l  "Intangible Assets", related sub-accounts. 

The procedure for accounting for transactions relating to selling, free-of-charge 
disposal, etc. of intangible assets is examined in Chapter 6 of this Guide. 

Analytical accounting for intangible assets and their amortization is maintained by 
their types, which allows for control over their amortization charge, useful life, and carrying 
value. 
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Cooperatives, that maintain accounting based on the Simplified Accounting System, use 
accounting registers provided by NAS 4 "Accounting in Small Businesses" for the purpose of 
analyhcal and summary accounting for intangible assets and their amortization. 

If the Cooperative uses the variant of keeping accounting registers based on Journal of 
Transactions, summary accounting for intangible assets and their amortization is maintained 
in the Journal of Transactions (form S-1), and analytical accounting is maintained in 
Worksheet of long-term Assets and Their Depreciation (Amortization) (form S-2). 

If the Cooperative uses the variant of keeping accounting registers based on the 
Worksheets of Transactions by Accounts (Groups of Accounts), analytical and summary 
accounting for intangible assets and their amortization is maintained in the Worksheet of long- 
term Assets and Their Depreciation (Amorhiahahon) (form S-2). 

If the Cooperative organizes accounting based on the Complete Accounting System, 
the summary accounting for intangible assets is maintained in accounting registers for related 
accounts by sources of origin of intangible assets. Analytical accounting for intangible assets 
is maintained in ledger accounts for accounts 111 "Intangible Assets" and 113 "Amortiiahon 
of Intangible Assets". 

Intangible assets are shown in financial reporting of the Cooperative at their initial 
cost less the amount of accumulated amortization (carrying value) or their revalued value 
based on the fair market value less the amount of accumulated amortization, if the market 
value can be measured reliably. The evaluation method of intangible assets in financial 
reporting is determined in the Cooperative's accounting policy. 

According to Article 39 (1) of Law on Accounting No. 426-XI11 as of 4 April 1995, 
the Cooperative is obliged to carry out physical count of intangible assets at least once a year 
in the course of its activity. The physical count is carried out according to the provisions of 
Regulation of Physical Count No. 30 as of 5 March 2001 approved by the Ministry of 
Finance of the Republic of Moldova. 

2.2. Accounting for Long-term Tangible Assets 

long-term tangible assets are assets that have a physical natural substance, their 
period of useful life is more than one year, and they are held by the Cooperative in its 
activities or are in process of production and are not held for sale. They include the following 
groups: 

1. Tangible assets in process; 
2. Land; 
3. Fixed Assets; 
4. Natural resources. 

The composition, recognition, evaluation and accounting for long-term tangible 
assets are regulated by NAS 16 "Accounting for long-term Tangible Assets", 
Commentaries on the application of NAS 16 and the accounting policy of the Cooperative. 

The object of long-term tangible assets is recognized as an asset (is accounted for) 
when: 

a) it is probable that future economic benefits associated with the asset will flow to the 
enterprise; 

b) the cost of the asset to the enterprise can be measured reliably. 

If these two conditions cannot be satisfied, the expenditure related to sale (production) of a 
long-term tangible asset is considered as a period expense. 

The following summary accounts are used to account for long-term tangible assets: 
121 "Tangible Assets in Process'; 122 "Land': 123 "Fixed Assets': 124 "Depreciation of 
Fixed Assets", 125 "Natural Resources" and 126 "Depletion of Natural Resources". 
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2.2.1. Accounting for Fixed Assets 

2.2.1.1. Accounting for Receiving Fixed Assets 

Fixed assets are tangible assets (means of production), the unit price of which exceeds 
the limit set in the legislation (1,000 lei), and which are intended to be used for more than one 
year in production, trade and other activities, including for administrative purposes or for 
rental to others. 

Depending on the technical specifications and designation of fixed assets, they are 
classified into the following _groups: 

buildings- buildings for production shops, office building of the Cooperative, etc.; 
special constructions- land laid with asphalt that belongs to the Cooperative, scaffold, 
fences, etc.; 
transmission devices- electric networks, pipe lines with all intermediary devices for 
transformation of energy and transmission of liquid or gas substances (fume, water, 
condensed air, etc.); 
machinery and equipment, which are also classified into: 
a) power machinery and equipment - steam engines, internal combustion engines, 

electric engines, electric machinery (electric generators, synchronic compensators), 
tractors and auto propelling frames, power transformers, etc.; 

b) working maclzinery and equipment - tractors, combines, machinery and devices, 
equipment, with the help of which chemical, mechanical and thermal 
transformations are made on raw materials and materials to convert them into 
products; machinery and equipment, including automatic one and that with an 
automatic drive (equipment for accounting for units produced, production quality 
control, etc.); 

c) measurement and adjustment devices and equipment and laboratory equipment- 
devices and equipment meant for measurement of thickness, diameter, area, mass, 
time, pressure, speed, capacity, devices for testing materials, performing 
experiments, analyses, etc.; 

d) calculation techniques - computers, operation calculating machines, analogical 
calculators and devices, numerical calculator (keyboard calculators), etc.; 

e) other machinery and equipment- machinery and equipment non-included in the 
above-mentioned groups (equipment of telephone stations, industrial television 
equipment, fire-engines), etc.; 

transportation vehicles- motor vehicles, motorcycles, scooters, bicycles, main gas 
and water pipe lines, etc.; 
tools, production and household tools and other types o f m e d  assets - objects meant 
for performing production operations (package for keeping liquid, powdery materials, 
casks, cans, containers, objects for transportation of products within the enterprise that 
are not part of package materials), cutting, beating, pressing, stuffing tools, both 
manual and mechanized, for assembling works, household tools- furniture, safes, 
copying, hectographing and mimeographing equipment, tents, etc.; 
production and breeding animals- worlung animals (horses, cattle and other working 
animals), bloodstock (cows, breeding bulls, stallions and brood mares, breeding sows 
and boars, sheep and rams, etc.); 
perennial plants - orchards, vineyards, other fruit and decorative perennial plants 
without value of land; 
other fmed assets - library funds and capital investments, etc. 

Fixed assets are carried out in accounting at their initial cost, which for: 
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a) self-constructed fixed assets equals their actual cost plus non-recoverable taxes 
envisaged in the legislation; 

b) buildings and other facilities constructed by an independent contractor equals the 
contract value of the object; 

c) fixed assets bought from other enterprises and individuals: 
buildings and other facilities equals the acquisition cost plus expenses attributable 
to their repairs aizd bringing them to working condition; 
machinery and equipment equals the acquisition cost plus expenses attributable to 
acquisitio~~ (insurance, custom drities, non-recoverable taxes and charges, 
transportation costs), assembly, installation, testing, etc.; 

d) fixed assets acquired in exchange (barter) for other assets equals the value of assets 
received or given up in exchange; 

e) fixed assets received free of charge equals the value of assets set in documents on 
receipt and giving up of assets; 

f) fixed assets received with the title of property against common shares equals the 
contract value approved by the Foundation Meeting and Council of the Cooperative. 

The moment of inclusion of an asset into the composition of fixed assets coincides with 
the date of placing it  in service. The basic document that confirms placing in service of an 
asset is Report on Receipt and Handing Over of Fixed Assets (standard interdepartmental 
form MF-I), which is drawn up by a reception committee appointed by the order of the 
Cooperative's Manager based on bill of lading, invoice on the value added tax, contract 
signed between founders and members of the Cooperative and the Cooperative on 
transmission of goods with the title of property against common shares, the report on placing 
them in service, as well as other source documents that confirm the receipt of fixed assets. 
When the received or bought fixed assets, that do not need to be assembled, were not place in 
service at the date they were received or bought, they are included into composition of 
tangible assets in process. 

The analytical accounting of fixed assets is maintained by categories of fixed assets, 
and within each category - by inventory items using Fixed Asset Register Card (standard 
interdepartmental form MF-6). 

In order to ensure control over the integrity of Fixed Asset Register Cards, they are 
registered in the List of Fixed Asset Register Cards (standard interdepartmental form MF-7). 
Register cards are recorded by categories of fixed assets. 

In order to ensure control over the integrity of fixed assets, every item is given an 
inventory number. The number will remain unchanged during the whole period of the item's 
availability at the enterprise. The operative recording of the availability and usage of fixed 
assets by places of keeping (use) is maintained in the List of Fixed Assets (standard 
interdepartmental form MF-9). 

As it was specified before, the summary accounting for availability of and movement 
in fixed assets is maintained in Account 123 "Fixed Assets" within which it may be opened 
the following sub-accounts: 1231 "Buildings", 1232 "Special Constructions", 1233 
"Machinery, Equipment and Transmission Devices", 1234 "Vehicles", 1237 "Other Fixed 
Assets': 1238 "Leased Fixed Assets (long-term)". The debit of Account 123 "Fixed Assets" 
shows the initial cost of fixed assets placed in service, bought or constructed, received with 
the title of property against common shares or received free of charge, acquired in exchange, 
received in finance lease, etc., as well as the adjusted value of fixed assets that results from 
further capital investments and their revalued cost. The credit of the given account shows the 
value of fixed assets disposed of, the write-off of depreciable amount of fixed assets accrued 
during the useful life of the assets, the value of utilizable materials obtained and the amount of 
reduction of the value fixed assets when they are revalued. 
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The Cooperative may acquire fixed assets through buying them from legal entities and 
individuals, constructing, receiving free of charge from its founders and members in the form 
of contributions to the statutory capital, etc. 

Buying fixed assets that do not need to be assembled from legal entities and 
individuals, when the date of their placement in service coincides with the date of buying, is 
shown in accounting in the following way: 
Dt 123 "Fixed Assets", related sub-accounts at the fixed assets' initial cost, including VAT 

(in case the Cooperative is not registered as a VAT payer and/or is exempt from VAT in 
compliance with the legislation in force); 

Dt 534 "Liabilities on Settlements with the Budget'; sub-account 5342 "Payables on 
VAT" - for the amount of VAT based on the invoice on the value added tax (in case the 
Cooperative is registered as a VAT payer and/or is not exempted from VAT in 
compliance with the legislation in force12; 

Ct 521 "Short-term Trade Liabilities" - for the amount of liabilities on fixed assets 
received for payment from the third parties; 

Ct 522"Short-term Liabilities to Related Parties'; sub-account 5223 "Short-term 
Liabilities to Other Related Parties" - for the amount of liabilities on fixed assets 
received for payment from the Cooperative's members; 

Ct 532 "Liabilities to Employees for Other Transactions'; sub-account 5321 "Payables to 
Accountable Individuals" - for the amount of expenses incurred by accountable 
individual for buying fixed assets when they were not given a prepayment; 

Ct 227 "Short-term Receivables from Employees'; sub-account 2272 " Short-term 
Receivables of Accountable Persons" - for the amount of expenses incurred by 
accountable individuals for buying fixed assets from the prepayment received; 

Ct 241 "Cash'; sub-account 2411 "Cash in National Currency" or 242 "Settlement 
Account'; sub-account 2421 "Non-Restricted Cash" - for the amount of payment made 
for fixed assets received; 

Ct 313 "Unpaid Capital" - for the value of non-monetary contribution in the form of fixed 
assets received with the title of property or other property against initial common shares. 

The Foundation meeting of the Cooperative should approve market value of non- 
monetary contribution received with the title of property against common shares of the 
founders, and the Council of the Cooperative approves the market value of non-monetary 
contribution received with the title of property against the initial and additional common 
share of its members; 

Ct 622 "Financing Income'; sub-account 6224 "Revenue from Assets Received Free of 
Charge" - for the market of items received frke of charge; 

Ct 421 "Long-term Lease Liabilities'' - for the market value of items received in finance 
lease. 

Example 2.5 

According to the contract on starting up the Cooperative, there have been determined 
non-monetary contributions against coinmon shares of 2 founders with the title of property in 
amount of 70,000 lei. The market value of non-monetary contributions transferred to the 
Cooperative with the title of property against common shares approved by the decision of the 
Foundation meeting of the Cooperative is, therefore, 60,000 lei and 10,000 lei (one founder 
has contributed a building for the Cooperative's ofice, the other one - a car GAZ-53). The 
transfer of goods was pe$ormed during one month afrer the Cooperative's registration based 

' According to Article 4 paragraph (8) of Law No.1417-XI11 as of 17 December 1997 on the application of Title 
I11 of Fiscal Code beginning on Januaryl, 2002 non-monetary contributions that have been introduced before 
January 1, 2004 to the statutory capital of an agricultural service Cooperative set up in compliance with Article 
87 of Law No.73-XV of April 12,2001 on business cooperatives are exempted from value added tax. 
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on the Report on Receipt and Handing Over of Fixed Assets (standard interdepartmental form 
MF-1). 

The following entries are made for the value of non-monetary colztributions 
transferred to the Cooperative with the title of property against common shares: 
Dt 123 "Fixed Assets", sub-account 1231 "Buildings" - for the value of tlze building for 

the Cooperative's ofice transferred to the Cooperative with the title of property against 
initial common diare 60,000 1 e i; 
Sub-account 1234 'Vehicles9'- for the value of the car GAZ-53 
transferred to the Cooperative with the title of property against initial common share 

10,000 lei; 
Ct 313 "Unpaid Capital"- for the total value of non-monetary contributions 70,000 lei. 

Cooperatives, that keep accounting based on the Simplified Accounting System, use 
accounting registers envisaged in NAS 4 "Accounting in Small Businesses" for analytical 
and summary accounting for fixed assets and their depreciation. 

When the Cooperative uses the variant of maintaining journals based on the Journal 
of Transactions, the summary accounting for fixed assets and their depreciation is maintained 
in the Journal of Transactions (form S-1), and summary accounting - in Worksheet of 
Long-term Assets and Their Depreciation (Amortization) (form S-2). 

When the Cooperative uses the variant of keeping accounting based on Worksheets of 
accounting for economic transactions by accounts (groups of accounts), analytical and 
summary accounting for fixed assets and their depreciation is maintained in Worksheet of 
Long-term Assets and Their Depreciation (Amortization) (form S-2). 

When the Cooperative applies the Complete Accounting System, the summary 
accounting for fixed assets is maintained in ledger accounts by origin of sources of recording 
fixed assets. 

Fixed assets are shown in financial reporting of the Cooperative at their initial cost 
less the accumulated depreciation (carrying value) or at their revalued amounts, which is the 
fair value at the date of revaluation less the accumulated depreciation. A concrete valuation 
method used to show fixed assets in financial statements is set up by the Cooperative in its 
accounting policy. 

According to Article 39 (1) of Law on Accounting No. 426-XI11 as of 4 April 1995, 
the Cooperative is obliged to count fixed assets at least once a year during its activity. The 
physical count is performed in compliance with the Regulation on Physical Count No. 30 as 
of 5 March 2001 approved by the Ministry of Finance of the Republic of Moldova. 

2.2.1.2. Accounting for Fixed Assets Depreciation 

Fixed assets are subject to depreciation, for which there are various depreciation 
methods provided by NAS 16 "Accounting for Long-term Tangible Assets" and accounting 
policy of the Cooperative. 

During the use of fixed assets, the economic benefits associated with the assets are 
reduced, that is why the book value becomes gradually lower by way of calculating and 
allocating of depreciation to costs or expenses. The depreciation amount for each item of 
fixed assets is determined based on calculation of depreciable value, which is the difference 
between the initial cost of the item and the estimated residual value, and on its useful life. The 
estimated residual value and useful life of fixed assets are determined in the Cooperative's 
accounting policy. The useful life of fixed assets is determined by the period during which 
they may be useful to the Cooperative. 

Depreciation of fixed assets is calculated depending on the pattern (scheme) of their 
usage. 
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For example, when the Cooperative intends to obtain economic benefits from the use 
of an asset evenly over its useful life, the depreciation method should also be even. But when 
it intends to obtain more economic benefits in the first half of the useful life of the asset, and 
fewer benefits in the second one, a depreciation method that corresponds to this very pattern 
should be applied. The depreciation amount calculated in each reporting period shall be 
recognized as costs and expenses provided it is not included in the carrying value of the long- 
term tangible asset. 

When taking part in the process of production, fixed assets are gradually depreciated 
and their value is allocated to costs andlol- expenses. 

Depreciation of fixed assets can be physical wear and tear and obsolescence. Physical 
wear and tear is the result of physical (natural) changes, while obsolescence is caused by 
technical and scientific progress. The depreciation amount of fixed assets depends on intensity 
of use, the nature of assets, exploitation conditions and other factors. 

According to the provisions of NAS 16 "Accounting for Long-term Tangible Assets" 
(paragraph 47), when calculating depreciation of fixed assets there may be applied various 
depreciation methods: the straight-line method, the units-of-output method, the sum-of-the 
years'-digits method and the double declining-balance method. 

The straight-line depreciation method allocates equal amounts over the whole useful 
life of the fixed asset. Depreciation is calculated applying an annual average depreciation rate 
to the depreciable cost of fixed assets. The annual average depreciation rate is determined in 
percents as a ratio of 100 to the useful life in years. 

Example 2.6 

A fixed asset acquired and placed in service has the initial cost of 55,000 lei, its 
estimated residual value is 5,000 lei and its useful life is 5 years. The depreciation charge per 
year will be: 

50,000 (55,000 - 5,000) 
= 10,000 lei, 

5 
and the yearly average depreciation rate: 100 : 5 = 20 %. 

Thus, applying the annual average rate to the depreciable cost of the f i ed  asset, one 
obtains depreciation per year, which is the same for each of 5 years: 

50,000 x 20 % = 10,000 lei per year and 833 lei per month (1 0,000 lei : 12 months). 

We present an example of allocation of calculated depreciation over the whole useful 
life of a fixed asset using the straight-line method. 

Example 2.7 

During September 2001, the Cooperative placed in service a combine SK-4 of initial 
cost of 85,000 lei, the estimated residual value is 5,000 lei, the useful life is 10 years. 

The depreciation amount per year is 8,000 lei [(85,000 - 5,000) : 101. The average 
depreciation rate is 10 % (100 : 10). The results of calculation of depreciation are shown in 
Table 2.1. 
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Table 2.1 
Combine Depreciating by Straight-line Method 

(lei) 

*~e~rec ia t ion  for 2001 is 2,000 lei (8,000 lei : 12 x 3), and for the year 2011 - 6,000 lei 
(8,000 lei : 12 x 9). 

According to the information presented in the Table, during the useful life in each 
year the same depreciation amount is allocated to costs or expenses - 8,000 lei, and in each 
month - 667 lei (8,000 : 12). The amount of accumulated depreciation increases evenly by 
8,000 lei, and the book value decreases by the same amount till the end of the year 10, leaving 
the book value be equal to the residual value- 5,000 lei. 

The unit-of-output depreciation method assumes that depreciation is charged to costs 
or expenses depending on the number of units produced (services rendered). 

Example 2.8 

Let's assume that the combine SK-4 placed in service, according to example 2.7, has a 
capacity to harvest 6,000 ha. Depreciation per one hectare of harvest will be 13.33 lei 
[80,000 : 6,0001. If in 2002 the Cooperative harvested 550 ha; in 2003 - 6-70 ha; in 2004 - 
600 ha; in 2005 - 700 ha; in 2006 - 500 ha; in 2007 - 600 ha; in 2008 - 650 ha; in 2009 - 
550 ha; in 2010 - 600 ha; in 2011 - 600 ha, then the following will be the result of 
calculations (please, see Table 2.2). 

Table 2.2 

Units-of-output Depreciation of Combine SK-4 
(lei) 

2008 
2009 
2010 
201 1 

85,000 
85,000 
85,000 
85,OO 

650 
550 
600 
600 

8,665 
7,332 
7,998 

8,016.** 

56,654 
63,986 
71,984 
80,000 

28,346 
21,014 
13,016 
5,000 
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*In the year 2001 there was no depreciation calculated for combine SK-4, since it was not 
used for harvesting. 
** 

In the year 2011 the depreciation charge will be 8,016 lei in place of 7,998 lei (600 ha x 
1'3.33 lei)(because of rounding made when calculating depreciation per one hectare 
harvested in the preceding years). 

The yearly and monthly depreciation charges will be determined by actual volume of 
hectares harvested in the reporting year (month). The amount of accumulated depreciation 
will vary depending on modification of the area harvested, and the book value will decline by 
the same amount until it is equal to the estimated residual value. This method may be applied 
when calculating depreciation of fixed assets that are directly involved in rendering services. 

When using the declining-balance depreciation method, the depreciation amount 
over the whole useful life of the asset declines constantly. According to this method, the 
depreciation amount of fixed assets is calculated based on the depreciation rate set by the 
straight-line method, increased maximum to a double figure. 

Example 2.9 

Using the information from example 2.7, let's assume that the Cooperative made the 
decision to double the depreciation rate of the combine SK-4, thus, resulting in 20 % (2  x 
10 %), or in the decimal equivalent of 0.2. When calculating depreciation per year using the 
declining-balance depreciation method, the depreciation for the first year of service of afixed 
asset is calculated based on the initial cost, and for each succeeding year - based on the book 
value at the end of the previous year. Only in the last year of service the estimated residual 
value is taken into consideration. The related calculations are presented in Table 2.3. 

-~e~reciat ion calculated jor 3 months. 

Table 2.3 
Declining-balance Depreciation Method 

The computations show that depreciation in the first year of service is determined 
based on the initial cost of the item (85,000 lei), and for each succeeding year, depreciation is 
calculated based on the book value at the end of the previous year: for the year 2 of service- 

Reporting period 

At the date of putting into 
operation (September 
2001) 
At the year's end: 2001 

2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 
2011 

Depreciation per year 

- 

4,250 (0.2 x 85,000 : 12 x 3)* 
16,150 (0.2 x 80,750) 
12,920 (0.2 x 64,600) 
10,336 (0.2 ~ 5 1 , 6 8 0 )  
8,269 (0.2 x 41,344) 
6,615 (0.2 ~ 3 3 , 0 7 5 )  
5,292 (0.2 x 26,460) 
4,234 (0.2 x 21,168) 
3,387 (0.2 x 16,934) 
2,709 (0.2 x 13,547) 

5.838 (10,838 - 5.000) 

Initial 
cost 

85,000 
85,000 
85,000 
85,000 
85,000 
85,000 
85,000 
85,000 
85,000 
85,000 
85,000 
85,000 

Accumulated 
depreciation 

- 
4,250 

20,400 
33,320 
43,656 
51,925 
58,540 
63,832 
68,066 
71,453 
74,162 
80.000 

(lei) 

Book 
value 

85,000 
80,750 
64,600 
51,680 
41,344 
33,075 
26,460 
21,168 
16,934 
13,547 
10,838 
5.000 
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80,750 lei (85,000 - 4,250); for the year 3 - 64,600 lei (80,750 - 16,150), etc. Depreciation 
in the last year (201 1)  is calculated as the diference between the book value at the end of the 
year 2010 and the estimated residual value in amount of 8,838 lei (10,838 - 5,000). 

The sum-of-the-years '-digits depreciation method assumes that depreciation amount 
is calculated based on the estimated profitability of assets charged to costs and expenses. 
Using this method, the depreciation is determined as a product of a fraction and the 
depreciable cost. The fraction is calculated as a ratio of the number of years of the asset's 
useful life left (in descending order) and the amount of its whole useful life (a cumulative 
number). 

Example 2.1 0 

Using the information from example 2.7, in which the initial cost of the combine SK-4 
is 85,000 lei, the estimated residual value (used spare parts and iron) - 5,000 lei, the 
depreciable cost of the combilte SK-4 is 80,000 lei and the useful life is 10 years, the amount 
sum of the number ofyears is equal to55 (1 + 2 + 3 + 4 + 5 + 6 + 7 + 8 + 9 + lo), and 
estimated fractions per years are 10/55, 9/55, 8/55, 7/55, 6/55, 5/55, 4/55, 3/55, 2/55, 1/55. 
The related calculations are presented in Table 2.4. 

Table 2.4 

Sum-of-the-years '-digits Depreciation 
of the Combine SK-4 

(lei) 
Reporting period 

At the year's end: 
2001 85,000 3,636 (1 0 : 55 x 80,000 : 12 x 3)* 3,636 

At the date of putting 
into operation 
(September 2001) 

value Book I Initial 
cost 

* In the year 2001 depreciation of the combine SK-4 is calculated only for 3 months. ** 
In the year 2011 the depreciation amount is 10,910 lei and it represents depreciation for 9 

month, that is determined as the diference between the book value at the end of the year 2010 
and the estimated residual value (1 5,910 - 5,000). 

85,000 

Depreciation per year Accumulated 
depreciation 

- - 
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The calculations demonstrate that the depreciation amount in 2002 is the biggest 
(13,091 lei) and it is gradually declining from year to year. 

Examples for various depreciation methods of fixed assets are presented in the 
Commentaries on the Application of NAS 16 "Accounting for Long-term Tangible Assets" 
(please, see magazine "Contabilitate qi Audit" No. 812001, p.45). 

The Cooperative itself is to selects depreciation method and to show it in its 
accounting policy. 

Depreciation of fixed assets placed in service is calculated beginning on the first day 
of the month that follows the month when they were placed in service, and depreciation of 
fixed assets disposed of, ends on the first day of the month that follows the month when the 
fixed assets were disposed of. 

Depreciation is not charged after the useful life of a fixed asset is over. 
To account for depreciation of fixed assets, liability Account 124 ''Depreciation of 

Fixed Assets" is used. Its credit shows the accrued depreciation, and the debit shows the 
write-off of the accrued depreciation of fixed assets disposed of. This account has a credit 
balance, and it shows the amount of accrued depreciation of fixed assets available at the end 
of the reporting period. The following sub-accounts can be opened within Account 124 
"Depreciation of Fixed Assets": 1241 "Depreciation of Buildings", 1242 "Depreciation of 
Constructions", 1243 "Depreciation of Machinery, Equipment and Transmission Devices", 
1246 "Depreciation of Other Fixed Assets", 1247 "Depreciation of Leased Fixed Assets 
(for a long term)". 

The analytical accounting for depreciation of fixed assets is maintained by categories 
of fixed assets, accounting groups and individual items. 

When calculating depreciation of fixed assets, the following entries are made: 
a)  forfixed assets used in rendering services and for those used for general production 

purposes: 
Dt 813 "Indirect Manufacturing Costs", sub-account 8131 "Depreciation and Expenses 

Related to Repair and Maintenance of Fixed Assets Used in Production", 
Ct 124 "Depreciation of Fixed Assets", related sub-accounts; 

b) forfixed assets used in rendering services and selling goods: 
Dt 712 "Marketing and Selling Expenses", sub-account 7128 "Other Marketing and 

Selling Expenses", 
Ct 124 "Depreciation of Fixed Assets", related sub-accounts; 

c )  for fixed assets used for general and administrative purposes: 
Dt 713 "General and Administrative Expenses'; sub-account 7131 "Depreciation, Repair 

and Maintenance of Fixed Assets Used for General Economic Purposes", 
Ct 124 "Depreciation of Fixed Assets'; related sub-accounts; 

d )  forfixed assets on operating lease: 
Dt 714 "Other Operating Expenses", sub-account 7142 "Expenses on Current Lease", 
Ct 124 "Depreciation of Fixed Assets", related sub-accounts. 

The write-off of the accrued depreciation of fixed assets disposed of: 
Dt 124 "Depreciation of Fixed Assets", related sub-accounts, 
Ct 123 "Fixed Assets", related sub-accounts. 

Example 2.11 

According to the Report on the Write-ofS of Fixed Assets (standard interdepartmental 
foml MF-3), the Cooperative removes from service a fully depreciatedfixed asset. The initial 
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cost of the asset is 65,000 lei. The estimated residual value is 3,000 lei. The valzie of nzaterials 
actually obtained from removing the asset from service is 3,500 lei. The amount of 
accumulated depreciation is 62,000 lei. Based on the information from the exniizple the 
following entries are made: 

1. The write-off of the depreciation of the fixed asset accumulated over its whole usefil 
life: 

Dt 124 "Depreciation of Fixed Assets': related sub-account 62,000 lei; 
Ct 123 "Fixed Assets': related sub-account 62,000 lei. 

2. Recording the receipt of materials: 
Dt 211 "Materials': related sub-account - for the actual value 3,500 lei; 
Ct 123 "Fixed Assets': related sub-account - for the estimated residual value 3,000 lei; 
Ct 621 "Investing Income" -for the amount of the difference between the value of 

materials actually received and the estimated residual value (3,500 - 3,000) 500 lei. 

2.2.1.3. Accounting for Repairs of Fixed Assets 

As it was specified before, fixed assets loose their physical qualities during their use. 
That is why, in order to ensure that fixed assets are in normal working conditions over their 
whole useful life, they should be maintained and, if necessary, repaired. 

Fixed assets can be repaired using resources of the Cooperative or on a contract basis 
(by a third party). 

Expenditure on repairs of fixed assets using resources of the Cooperative consists of 
the cost of materials and spare parts used to repair the assets, the accumulated amount of 
salaries of workers involved in repairs, deductions to the State Social Fund out of calculated 
salaries, the cost of services, etc. Accounting for repair expenditures is maintained in 
compliance with the provisions of NAS 3 "Composition of Costs and Expenses". 

Expenditure on repairs of fixed assets incurred on a contract basis comprises the cost 
of works indicated in bills of lading or invoices on the value added tax and other payment 
documents that the contractor presented to the Cooperative. 

Various source documents are used for showing transactions on repairs of fixed assets. 
Before the reporting period begins, a Worksheet for recording damages with a List of parts to 
be replaced, is filled in for items that should be repaired. This document serves as a basis for 
preparing a repair schedule for fixed assets, which contains information used to develop an 
estimate, documents on delivery of spare parts and materials for repairs. When the repair 
works are carried out using own forces of the Cooperative, the delivery of spare parts from 
warehouse is documented in Limited Consumption Tear-offs, Consumption Orders etc.; the 
accrued salaries of repairmen are documented by issuing an order of works carried out by 
agreements; deductions to the Social Fund are calculated in a Worksheet of salary 
distribution. Other expenses are shown in other documents: report on electric power 
consumption, calculation of depreciation of fixed assets, etc. 

No matter what method of performing these works is used, at the end of a capital 
repairs for each of the items repaired, as well as for items that were reconstructed or 
modernized, one prepares a Report on receipt of repaired fixed assets (standard 
interdepartmental form MF-2). Information related to capital repairs, reconstruction and 
modernization of fixed assets based on the Report on receipt of repaired fixed assets is then 
recorded in the register card of fixed assets (standard interdepartmental form MF-6). 

Further, we shall describe the procedure for accounting for expenses on fixed 
assets repairs when the Cooperative does not create provisions for future expenses and 
payments in the reporting period. 
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Accounting for expenses relating to repairs o f  fmed assets carried out using the resources 
o f  the Cooperative's Kcpair Department 

Expenses on repairs of fixed assets carried out by a repair shop of the Cooperative 
based on source documents are accumulated in the debit of Account 812 "Auxiliary 
Production". The accumulated expenses are settled and charged to costs and expenses of the 
current period by destination of use of the repaired assets or are capitalized in compliance 
with paragraphs 23'24'26 and 27 of NAS 16 "Accounting for Long-term Tangible Assets". 

Transactions on repairs of fixed assets using one's own forces in the Cooperative's 
repair shop will be recorded by the following entry: 

812 "Auxiliary Production" - for the total amount of expenditures on fixed assets 
repairs; 
211 "Materials" - for the amount of spare parts and materials consumed while repailing 
fixed assets; 
213 "Low-value and Short-life Items" - for the value of low-value and short-life items 
with a unit price of no more than 500 lei consumed while repairing fixed assets; 
214 "Depreciation of Low-value and Short-life Itenzs" - for the amount of accrued 
depreciation of low-value and short-life items with a unit price of no more than 500 lei 
consumed while repairing fixed assets; 
531 "Liabilities to Employees on Remuneration of Labor" - for the amount of 
calculated salaries of workers for repairs of fixed assets; 
533 "Liabilities on Insurance" - for the amount of deductions to the State Social Fund 
out of the accrued salaries of workers for repairs of fixed assets; 
812 "Auxiliary Production" - for the amount of services rendered to the Repair 
Department by other auxiliary production; 
813 "Indirect Manufacturing Costs" - for the amount of indirect manufactuiing costs 
incurred by the Repair Department included in the cost of current repairs of fixed assets. 

Example 2.12 

The current n~onth the Cooperative's Repair Shop was repairing tractor MZ-80, and 
the following expenses were incurred to maiittain the asset in its normal working condition 
and not to decrease the origirtally assessed econontic benefits: 

spare parts - 2,000 lei, 
repair materials - 2,500 lei, 
salaries of the workers - 1,500 lei, 
deductioizs to the State Social Fund - 435 lei, 
Repair Shop's indirect rnarzufacturiilg costs - 1,535 lei. 
The tractor MZ-80 is used by the Cooperative in its main production activity. 

The entries on the expenses incurred while repairing tractor MZ-80 are presented in 
Table 2.5. 
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Table 2.5 

Entries on Expenses Incurred while Repairing Tractor MTZ-80 

(lei) 
No. 

I. 

1 1 auxiliary production department for repair of the tractor 1 812 1 531 1 1,500 I 
2. 

Contents of transactions 
( c o n f i a t i o n  documents) 

Delivery of spare parts and materials for repair of tractor 

1 Ithe amount of salaries of workers of auxiliary production I I I I 

. - -  

M7Z-80 ( Worksheet on material distribution) 
Calculation of the amount of salaries of workers of 

3. 
(Worksheet on material distribution) 
Calculation of deductions to the State Social Fund out of 

I Ithat are included in the cost qf the current repair qf the I I I I 

Amount Entry 

81 2 

4. 

debit 

I I main ~roduction (calculation) 1 813 1812 1 7.9701 

credit 

21 1 

department for repair of the tractor (calculation) 
Allocation of indirect nzanufacturing costs of Repair Shop 

5. 

When repairing fixed assets meant for selling products (goods) or for general 
purposes, the expenses accumulated in the debit of Account 812 "Auxiliary Production" are 
recorded by the entry: 
Dt 712 "Marketing and Selling Expenses" - for the amount of expenditures on repairs of 

fixed assets that are used for selling products; 
Dt 713 'General and Administrative Expenses" - for the amount of expenses on repairs of 

fixed assets for general purposes of the Cooperative; 
Ct 812 "Auxiliary Production" - for the total amount of expenses on repairs of the 

Cooperative's fixed assets allocated by destination. 

4,500 

If at the end of the reporting period repair works for some items were not finished, the 
accumulated expenses on the works will be recorded by the following entry: 
Dt 215 "Work in Process", 
Ct 812 "Auxiliary Production". 

81 2 

tractor (calculation) 
The write-08 of expenses on repair of the tractor used in 

At the beginning of the subsequent reporting period there will be a reversing entry, 
that is: 
Dt 812 " Auxiliary Production': 
Ct 215 "Production in Process". 

If capital repairs increase useful life of fixed assets that was determined at the initial 
assessment (recognition) or the capacity of items repaired, the expenditure on repairs of fixed 
assets is capitalized, that is, included in the value of the repaired item. The following entry is 
made for the amount of such expenditure: 
Dt 123 "Fixed Assets': related sub-account; 
Ct 81 2 "A uxiliary Production". 

533 

81 2 

When repairing fixed assets directly in places of their use, expenses on repairs are 
recorded in the debit of Account 712 "Marketing and Selling Expenses", 713 "General and 
Administrative Expenses': 813 "Indirect Manufacturing Costs" (by designation of assets) 
and in the credit of accounts 211 "Materials", 531 "Liabilities to Employees on 
Remuneration of labor': 533 "Liabilities on Insurance", etc. 

435 

81 3 1,535 
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When expenses on repairs of fixed assets are shown as an increase to the value of the 
repaired item, the following entry is made: 
Dt 123 "Fixed Assets" or 121 "Tangible Assets in Process", relded sub-accounts - for the 

total value of repair works; 
Ct 211 "Materials" - for the value of materials and spare parts consumed while repairing 

fixed assets; 
Ct 531 "Liabilities to Employees on Remuneration of Labor" - for the amount of salaries 

of workers who repaired these fixed assets; 
Ct 533 "Liabilities on Insurance"- for the amount of deductions to the State Social Fund. 

Accountinn for Expenditure on Fixed Assets Repairs Carried out on a Contract Basis 

Based on documents presented by the contractor (report on receipt of works, bill of 
lading or invoice on the value added tax) in the Cooperative's accounting documents the 
following entry is made: 
Dt 712 "Marketing and Selling Expenses"; 
Dt 713 "General and Administrative Expenses'? 
Dt 813 "Indirect Manufacturing Costs" - for the cost of repair works less VAT (by 

destination of repaired items); 
Dt 534 "Liabilities on Settlements with the Budget" - for the amount of VAT on the value 

of these works (if the Cooperative is registered as VAT payer andor is not exempted 
from VAT, in compliance with the legislation in force13; 

Ct 521 "Short-term Trade Liabilities" or 522 "Short-term Liabilities to Related Parties" 
and others - for the total value of repairs. 

When expenditure on repairs of fixed assets are recognized as an increase of the value 
of the repaired item, the following entry is made: 
Dt 121 "Tangible Assets in Process" or 123 "Fixed Assets': related sub-accounts - for the 

value of repairing works, including VAT (if the Cooperative is not registered as VAT 
payer andor is exempted from VAT, in compliance with the legislation in force); 

Ct 521 "Short-term Trade Liabilities" or 522 "Short-term Liabilities to Related Parties" 
and others - for the total value of repairs. 

If the Cooperative is registered as VAT payer andor is not exempted from VAT, in 
compliance with the legislation in force, the following entry is made: 
Dt 121 "Tangible Assets in Process" or 123 "Fixed Assets", related sub-accounts - for the 

value of repairs less VAT; 
Dt 534 "Liabilities on Settlements with the Budget" - for the amount of VAT on the value 

of the works; 
Ct 521 "Short-term Trade Liabilities" or 522 "Short-term Liabilities to Related Parties" 

and others - for the total value of repairs. 

The money transfer made to contractor as a settlement of the liabilities is reflected in 
the following way: 
Dt 521 "Short-term Trade Liabilities"; 
Dt 522 "Short-term Liabilities to Related Parties'? 
Ct 242 "Settlement Account"; 

3 When the Cooperative is not registered as a VAT payer andor is exempted from VAT, in 
compliance with the legislation in force, the amount of VAT on repairs is included into the 
current costs andor expenses composition. 
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Ct 243 "Foreign Exchange Account". 

Cooperatives, which keep accounting using the Simplified Accounting System, use 
journals provided by NAS 4 '%ccounting in Small Businesses" for analytical and summary 
accounting for fixed assets repairs. 

When the Cooperative keeps journals based on the Journal of Transactions, the 
summary accounting for expenditures on repairs of fixed assets is maintained in the Journal 
of Transactions (form S-1), while the analytical accounting is maintained in a free-style 
worksheet of expenditure on repairs of fixed assets developed by the Cooperative. 

When the Cooperative keeps journals based on Worksheets of Transactions by 
Accounts (groups of accounts), the analytical and summary accounting for expenditure on 
repairs of fixed assets is maintained in the Worksheet of Costs and Expenses (form S-5). 

If the Cooperative maintains accounting using the Complete Accounting System, the 
analytical accounting for expenses on current repairs of fixed assets is maintained in journals 
of expenses incurred by the Cooperative. The analytical accounting for expenses on capital 
repairs is maintained by classes of fixed assets (machinery and equipment, buildings and 
others) underlining capitalized and non-capitalized expenses. The analytical accounting for 
capital repairs, which are subject to capitalization, is kept separately by individual items in the 
corresponding worksheet. The summary accounting for expenditures on fixed assets repairs is 
recorded in ledger accounts of expenses and costs of the Cooperative. 

2.2.1.4. Accounting for Disposal of Fixed Assets 

Disposal of fixed assets may occur by removing them from service due to full 
depreciation, selling them, giving them out free of charge, exchanging them, liquidating them, 
or it may occur due to natural calamities, etc. 

While writing fixed assets off, except vehicles, due to their full depreciation and 
damage caused by natural calamities, one fills in a Report on Write-off of Fixed Assets 
(standard interdepartmental form MF-3), and while writing transportation vehicles off one 
fills in a Report on Writhing Vehicles off (standard interdepartmental form MF-4). 
According to the Report on Write-off of Fixed Assets and Register Card of a Fixed Asset 
Removed from Service, it is necessary to show the settlement of accrued depreciation, receipt 
of materials and expenses on disposal. The write-off of depreciation of the disposed items and 
the value of materials received as a result of the liquidation is shown in the credit of Account 
123 "Fixed Assets". The expenditure on disposal of fixed assets is shown in the debit of 
Account 721 "Expenses of Znvesting Activity". 

When selling fixed assets, a bill of lading or invoice on the value added tax (provided 
the Cooperative is registered as a VAT payer) as well as payment documents are prepared. 
One may annex a technical passport, instruction on exploitation, etc., to document on delivery 
of the fixed asset to the buyer. 

When disposing of fixed assets, the following entries are made: 
1. Settling the amount of depreciation of a fixed asset disposed of: 

Dt 124 "Depreciation of Fixed Assets'; related sub-accounts; 
Ct 123 "Fixed Assets'; related sub-accounts. 

2. Write-off of the book value of a fixed asset disposed of: 
Dt 721 "Expenses of Znvesting Activity" - for the book value less VAT; 
Dt 534 "Liabilities on Settlements with the Budget" - for the amount of VAT, if the 

Cooperative is registered as a VAT payer (if the initial cost of a fixed asset sold included 
VAT); 

Ct 123 "Fixed Assets'; related sub-accounts - for the book value of the item. 

3. Recording expenditures on disposal of a fixed asset: 
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Dt 721 "Expenses of Investing Activity" - for the total amount of expenses; 
Ct 211 "Materials" - for the actual cost of materials consumed; 
Ct 521 "Short-term Trade Liabilities" - for the amount of services rendered by the third 

parties; 
Ct 531 "Liabilities to Employees on Remuneration of Labor" - for the amount of salaries 

of the workers; 
Ct 533 "Liabilities on Insurance" - for the amount of deductions to the State Social Fund 

from the accrued salaries; 
Ct 812 "Auxiliary Production" - for the cost of services rendered by auxiliary production. 

4. Recording receipt of materials obtained from the write-off of fixed assets caused by 
their full depreciation or natural calamities: 

Dt 21 1 "Materials" - for the actual value of materials received; 
Ct 123 "Fixed Assets" - for the estimated residual value of fixed assets determined when 

the assets were put into operation; 
Ct 621 "Investing Income" - for the amount representing the difference between the actual 

value of the materials received and their estimated residual value 

If the value of materials actually received exceeds the estimated residual va&e, the 
difference is recognized as an investing income, and when the value of materials 
received as a result of removingmed assets from service is lower than the estimated 
residual, the difference is recognized as expenses of investing activity. 

5. The write-off of the book values of fixed assets disposed of as a result of natural 
calamities: 

Dt 723 "Extraordinary Losses"; 
Ct 123 "Fixed Assets", related sub-accounts - for the book value. 

6 .  Recognizing receivables upon the sale of fixed assets: 
Dt 229 "Other Short-term Receivables", sub-account 2294 "Short-term Receivables on 

Other Transactions" - for the total amount of receivables (selling price plus VAT) (in 
case the Cooperative is registered as a VAT payer); 

Ct 621 "Investing Income", sub-account 6212 "Revenue from Disposal of Long-term 
Tangible Assets" - for the selling price less VAT; 

Ct 534 "Liabilities on Settlement with the Budget" - for the amount of VAT (in case the 
Cooperative is registered as a VAT payer). 

Example 2.13 

A Tractor MZ-80  is written 08 its initial cost being 100,000 lei, the useful life being 
10 years, the estimated residual value being 13,000 lei, the value of materials actually 
received being 13,300 lei. The accrued depreciation at the timeof the write-ofl is 87,000 lei, 
expenses on removing the asset from service are 3,000 lei, including: 

salaries of workers involved in disassembling of tractor MZ-80  - 2,000 lei, 
deductions to the State Social Fund out of the accrued salaries - 580 lei, 
services rendered by auxiliary production to remove the tractor from service- 380 lei. 

According to the conditions of the example, the amount of depreciation is calculated as the 
amount of the depreciable value - 87,000 lei. 

The entries are presented in Table 2.6. 
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Entries on Writing off of Tractor MTZ-80 
Table 2.6 

(lei) 

l Contents of transactions 
(confirmation documents) 

1. I The write-offof the accrcled calculation of MTZ-80 disposed I 1 
2. 

3. 

4. 

5. 

of (calculation of depreciation) 
Accruing salaries of workers related to disassembling M E -  

6. 

When the value of materials received from removingfixed assets from service is lower 

80 (the Worksheet on salary distribution and Report on the 
write-off offixed assets) 
Calculation of deductions to the State Social FundJi-om 
remuneration of labor for disassembling of M7Z-80 (calculation 
and Report on the write-oflofjixed assets) 
Recognizing the cost of services rendered by auxiliary 
production for removing MTZ-80 from service (calculation) 
Recording the receipt of materials within the amount of the 
estimated residual value determined when the tractor was 

exceeds the-estimated residual-value of the tractor (Receipt 
Order and calculation) 

than their estimated residual value, the differerlce is recognized as an investing activity 
expense. Let's assume that there were received materials in amount of 12,500 lei. In this case, 

124 

put into operation (receipt order and calculation) 
Recognizing the actual value o f  rnaterials received that 

the following entry is made: 
Dt 21 1 "Materials" -for actual value of received materials 12,800 lei; 
Dt 721 "Expenses of Investing Activity" -for the amount representing difference between 

the actual value of materials received and their estimated residual value 200 lei; 
Ct 123 "Fixed Assets" -for the estimated residual value 13,000 lei. 

123 

721 

72 1 

721 

21 1 

Example 2.14 

531 

533 

81 2 

21 1 

62 1 

123 

300 

The Cooperative sells a Tractor ME-100 to a third party, its original cost being 
150,000 lei (without VAT), the accnled depreciation in the time of sale being 138,000 lei, 
selling price being 13,000 lei, VAT being 2,600 lei (13,000 x 0.2). The Cooperative is 
registered as a VAT payer. 

The entries are presented in Table 2.7. 
Table 2.7 

Entries on Sale of Tractor M'IZ-100 
(lei) 

13,000 

No. 

1. 

2. 
3. 

Contents of transactions 
(confirmation documents) 

The write-off of the accrued depreciation of the sold 
tractor M'IZ-100 (calculation of depreciation) 
The write of the book value of M7Z-100 (calculatioiz) 
Recognizing receivables on the sold tractor M'IZ-100: 

- for the selling price (without VAT) (bill of lading); 
- for the amount of VAT (invoice on the value added 
tax) 

Amount 

138,000 
12,00( 

13,000 
2,600 

Entry 
debit 

124 
72 1 

229 
229 

credit 

123 
123 

621 
534 
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Exanrple 2.15 

The Cooperative handed over free of charge a truck GAZ-53 to its member. The initial 
cost of the truck is 50,000 lei, including VAT, the accumulated depreciation over the period of 
its use - 23,000 lei, the market value- 30,000 lei, including VAT - 5,000 lei (30,000 : 6). The 
Cooperative is registered as a VAT payer. 

The entries are presented in Table 2.8. 
Table 2.8 

Entries on Handing Over Fixed Asset Free of Charge 
(lei) 

No. 

1. 

2. 

3. 

If the Cooperative is not registered as a VAT payer, based on the information from 
example 2.15, the following entries are made: 

4. 

1. The write-off of the accumulated depreciation before the @xed asset is handed over 

Contents of transactions 
(confirmation docunr ents) 

Write-ogof accumulated depreciation of GAZ-53 handed 
over free of charge (calculation o f  depreciation) 
Write-off of the book value of GAZ-53 (without VAT) - 
22,500 lei (27,000 - 4,500) (Receipt and Handing Over 
Record and calculation) 
Recognition of VAT on the book value of GAZ-53 handed 
over free of charge - 4,500 lei (27,000 : 6 )  (calculation) 

free of charge: 
Dt 124 "Depreciation of Fixed Assets" 
Ct 123 "Fixed Assets" 

Recording of VAT on the value of the item handed over 
free of charge (invoice on the value added tax) 

2. The write-off of the book value of the item handed over: 
Dt 721 "Expenses of Investing Activity" 
Ct 123 "Fixed Assets" 

23,000 lei; 
23,000 lei. 

Suma 

23,000 

22,500 

4,500 

Entry 

71 3 

27,000 lei; 
27,000 lei. 

debit 

124 

721 

534 

Cooperatives that use the Simplified Accounting System and keep journals based on the 
Journal of Transactions, maintain the summary accounting of transactions related to the disposal 
of fixed assets in the Journal of Transactions (form S-1), while the analytical accounting - in 
the Worksheet of Long-term Assets and Their Depreciation (Amorhrhzation) (form S-2), 
Worksheet of Inventories (form S-3), the related worksheets of receivables, payables, expenses 
and revenues or in other related journals for analytical accounting of receivables and payables. 

If the Cooperative keeps journals based on worksheets of transactions by accounts 
(groups of accounts), the analytical as well as summary accounting for transactions on disposal 
of fixed assets is maintained in the Worksheet of Long-term Assets and Their Depreciation 
( A m ~ ~ z d i o n )  (form S-2), Worksheet of Inventories (form S-3), the related worksheets of 
receivables, payables, expenses and revenues. 

If the Cooperative uses the Complete Accounting System, the summary and analytical 
accounting for transactions on disposal of fixed assets is maintained in ledger accounts. 

credit 

123 

123 

123 

534 5,000 
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2.2.2. Accounting for Other Long-term Tangible Assets 

22.2.1. Accounting for Tangible Assets in Process 

Tangible assets in process are expenditures to acquire and create assets incurred by 
the developer of construction over a long period of time (acquisition of equipment that needs 
to be assembled, construction of buildings, construction of special facilities, etc.) The 
composition of tangible assets in process includes subsequent capital investments for 
additional improvement of the state of fixed assets (modernization of equipment, 
reconstruction of buildings, special facilities, etc.), as a result of which the Cooperative will 
obtain future economic benefits that will exceed those estimated originally at the acquisition 
and construction of fixed assets. 

Accounting for tangible assets in process is maintained in compliance with the 
provisions of NAS 16 "Accounting for Long-term Tangible Assets" (paragraphs 62-7 1 ) .  

Tangible assets in process are evaluated as fixed assets at their initial cost. 
Accounting for tangible assets in process is maintained by developers of construction 

and assembling works. In the category of tangible assets in process there are included: 
a) capital investments to acquire equipment that needs to be assembled and to create 

other assets over a long period of construction of buildings, special facilities; 
equipment and other items of fixed assets that do not need to be assembled prior to 
being placed in service; 

b) subsequent capital investments to improve the condition of fixed assets. 

When the Cooperative itself performs construction works, tangible assets are accounted for by 
individual item showing the following cost items: direct material costs, direct labor costs, 
indirect costs (costs on maintenance of machinery and construction devices), overheads and 
other costs, if these costs are directly attributable to creation of an asset. Expenses on 
construction of special and temporary facilities that are included or not in the catalogue are 
shown separately from expenses incurred to construct the main object. The finished 
construction of special temporary facilities not included in the catalogue is recorded within 
low-value and short-life items as current assets. 

When a contractor carries out the works of construction and assembling, the amount of 
long-term prepayments made to the contractor is shown by the developer as other long-term 
financial assets. 

Accounting for tangible assets in process is maintained in Account 121 "Tangible 
Assets in Process", which is used by the developer to generalize information on expenses on 
acquisition, assembling and installation of equipment that need to be assembled, equipment 
and other items that do not need to be assembled before placing them in service, construction 
of new buildings, reconstruction and expansion of the enterprise, upgrading of fixed assets 
being in service and construction of special temporary facilities included in the catalogue. 

Account 121 "Tangible Assets in Process" is an asset account. The debit of this 
account shows the cost of construction and assembling works relating to the creation of fixed 
assets, including the value of equipment that need to be assembled, equipment and other items 
of fixed assets that do not need to be assembled prior to placing them in service. The credit 
shows the initial cost of fixed assets placed in service, following capital investments relating 
to the increase of the assets' value and expenditure on construction of special facilities that are 
included in the catalogue and are temporary facilities. The balance of the account is debit, and 
it stands for accumulated expenditures on creating tangible assets in process on a cumulative 
basis at the end of the period, the value of equipment that need to be assembled, and of 
equipment and other fixed assets that do not need to be assembled before placing them in 
service. 

Within Account 121 "Tangible Assets irt Process", the following sub-accounts can be 
opened: 1211 "Corzstructions in Process", 1212 "Equipntertt to Be Installed': 1213 
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"Equipment and Other Property Before Putting into Operation", 1214 "Subsequent 
Expenditures". 

The analytical accounting for tangible assets in process is kept by fixed assets created, 
by types or works and by expenses. 

The Cooperative can obtain tangible assets in process from the following sources: 
acquisition from legal entities and individuals, from its founders and members in the form of 
contributions to the statutory capital, free of charge acquisition, created by the Cooperative 
itself, etc. 

Recording of tangible assets in process in accounting is made based on the following 
source documents: bills of lading, invoices on the value added tax, reports on receipt and 
handing over of equipment for installation, work orders, limited consumption tear-offs, 
materials consumption orders, notes, etc. 

Receipt of equipment that needs to be assembled and of other items that do not need to 
be assembled before placing them in service is shown by the following entry: 
Dt 121 "Tangible Assets in Process", related sub-accounts - for the initial cost, including 

VAT (if the Cooperative is not registered as a VAT payer and/or is exempted from VAT, 
in compliance with the legislation in force14; 

Dt 534 "Liabilities on Settlements with the Budget': sub-account 5342 "Payables on 
VAT'' - for the amount of VAT according to the invoice on the value added tax (if the 
Cooperative is registered as a VAT payer and/or is not exempted from VAT, in 
compliance with the legislation in force); 

Ct 521 "Short-term Trade Liabilities" - for the amount of liabilities on equipment bought 
that need to be assembled and other items that do not need to be assembled before placing 
them in service; 

Ct 522 "Short-term Liabilities to Related Parties': sub-account 5223 "Payables to Other 
Related Parties" - for the amount of liabilities to the Cooperative's members for 
equipment bought that need to be assembled and other items that do not need to be 
assembled before placing them in service; 

Ct 532 "Liabilities to Employees for Other Transactions': sub-account 5321 "Payables to 
Accountable Persons" - for the amount of expenses incurred by accountable persons to 
acquire equipment that needs to be assembled and other fixed assets that do not need to 
be assembled before placing them in service, if there was no prepayment made or 

Ct 227"Short-term Receivables from Employees': sub-account 2272 "Short-term 
Receivables from Accountable Persons" - for the amount of expenses incurred by 
accountable persons using a prepayment for acquisition of equipment that needs to be 
assembled and of other fixed assets that do not need to be assembled before placing them 
in service; 

Ct 241 "Cash': sub-account 2411 "Cash in National Currency" or 242 "Settlement 
Account': sub-account 2421 "Non-Restricted Cash" - for the amount of payment made 
for the received equipment that needs to be assembled and for other fixed assets that do 
not need to be assembled before placing them in service; 

Ct 313 "Unpaid Capital" - for the value of non-monetary contribution in the form of 
equipment that needs to be assembled and other fixed assets that do not need to be 
assembled before placing them in service, which are obtained with the title of property 
against common shares. Market value of equipment that need to be assembled and other 
fixed assets that do not need to be assembled before placing them in service, which are 
obtained with the title of property against the initial common shares of the founders, 
should be approved by the Founders Meeting of the Cooperative, while market value of 

. In compliance with Article 4 paragraph (8) of Law No.1417-XI11 as of 17 December 1997 on introduction of 
Title I11 of the Tax Code beginning on January 1,2002, non-monetary contributions, that have been made before 
January 1, 2004 to the statutory capital of agricultural service Cooperatives, founded according to Article 87 of 
Law No.73-XV as of April 12, 2001 on Business Cooperatives, are exempt from the value added tax. 
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the contribution conveyed against the initial and additional common shares of its 
members should be approved by the Council of the Cooperative; 

Ct 622 "Financing Income", sub-account 6224 "Revenue from Assets that Have Been 
Received Free of Charge" - for the market value of equipment that needs to be 
assembled and fixed assets that do not to be assembled before placing them in service, 
which were acquired free of charge. 

Example 2.1 6 

According the foundation contract of the Cooperative, a founder has brought in a 
lathe to be installed against his common share cis a non-monetary contribution with the title 
of property. The market value of the lathe obrailzed by tlze Cooperative with the title of 
property against initial common share and approved by the Decision of the founders' meeting 
of the Cooperative, is 40,000 lei. The lathe was conveyed during 10 days after the date of the 
Cooperative's registration according to the Report on Receipt and Handing Over of 
Equipment to Be Assembled (standard interdeparh?zental form ZC-2). 

The Cooperative will make the followi~zg entry for the value of non-monetary 
contributions transferred to it with the title of property against the initial common share: 
Dt 121 "Tangible Assets in Process", sub-account 1212 "Equipment to Be Installed" -for 

the value of the lathe transferred to the Cooperative with the title of property against 
initial common share 40,000 lei; 

Ct 313 "Unpaid Capital" -for the value of unpaid coiztribution 40,000 lei. 

Handing over of equipment for installation at its actual cost will be recorded by the 
following entry: 
Dt 121 "Tangible Assets in Process", sub-account 1211 "Construction in Process"; 
Ct 121 " Tangible Assets in Process", sub-account 1212 "Equipment to Be Installed". 

Direct and indirect expenses on assembling and installation of equipment, when 
performed by the Cooperative itself, are recorded by the following entries: 
Dt 121 "Tangible Assets in Process", sub-account 1211 "Construction in Process" - for 

the total amount of expenses; 
Ct 211 "Materials" - for the value of materials and spare parts used for assembling and 

installation of equipment; 
Ct 531 "Liabilities to Employees for Other Transactions" - for the amount of salaries of 

workers for assembling and installation of equipment; 
Ct 533 "Liabilities on Insurance" - for the amount of deduction to the State Social Fund 

out of the amount of salaries of workers for assembling and installation of equipment; 
Ct 812 "Auxiliary Production" - for the value of services rendered by auxiliary production. 

Putting equipment into operation is shown as fixed assets according to the Report on 
Receipt and Handing Over of Fixed Assets: 
Dt 123 "Fixed Assets", sub-account 1233 "Machinery, Equipment and Transmission 

Devices "; 
Ct 121 "Tangible Assets in Process", sub-account 1211 "Construction in Process". 

The settlement of the book value of tangible assets disposed of as a result of natural 
disasters is shown as follows: 
Dt 723 "Extraordinary Losses'? 
Ct 121 " Tangible Assets in  Process", sub-account 1211 "Construction in Process", 1212 

"Equipment to Be Installed", 1213 "Equipment and Other Items Before Placing in 
Service" and 1214 "Subsequent Expenditures". 
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Cooperatives, which apply the Simplified Accounting System, use journals provided 
by NAS 4 "Accounting in Small Businesses" for the purpose of analytical and summary 
accounting for equipment that needs to be assembled, equipment and other items that do not 
need to be assembled before placing them in service. 

If the Cooperative uses the variant of maintaining journals based on the Journal of 
Transactions, the summary accounting for equipment that needs to be assembled, equipment 
and other items that do not need to be assembled before placing them in service is maintained in 
the Journal of Transactions (form S-1), while analytical accounting - in the Worksheet of 
Costs and Expenses (form S-5). 

If the Cooperative uses the variant of maintaining journals based on Worksheets of 
transactions by accounts (groups of accounts), the analytical and summary accounting for 
equipment that needs to be assembled, equipment and other items that do not need to be 
assembled before placing them in service are maintained in the Worksheet of Costs and 
Expenses (form S-5). 

I f  the Cooperative applies the Complete Accounting System, the analytical and 
summary accounting for equipment that needs to be assembled, equipment and other items 
that do not need to be assembled before placing them in service are maintained in journals by 
accounts of sources of origin of recording equipment that needs to be assembled, equipment 
and other items that do not need to be assembled before placing them in service. 

Tangible assets in process are recorded in financial reporting of the Cooperative 
according to the procedure envisaged in its accounting policy (at the initial or revalued cost). 

2.2.2.2. Accounting for Land 

Land is a special category of real estate that has an unlimited useful life and which 
can be used in the Cooperative's activities, or can be leased. This category includes farming 
and forest land, land without constructions, land with natural resources, land with 
constructions (buildings and edifices of the Cooperative, etc.) 

Accounting for land is maintained in compliance with NAS 16 "Accounting for Long- 
term Tangible Assets" (paragraphs 72-79). 

Land plots and buildings are distinct assets. That is why they are accounted for 
separately, even if acquired together. Land, as a rule, has an unlimited useful life, thus, there 
is no depreciation related to it. Buildings have a limited useful life, that is going to be 
determined and as a result, they are depreciable assets. An increase of the cost of land, on 
which a building is placed, does not influence the determination of depreciable cost of the 
building and its useful life. In the case of acquisition of a set of items at one price (agreed 
upon) (for example, land and building located on the land), the amount of payment (total 
payment) is allocated between the acquired items proportionally to the fair value of each item. 

Land plots and buildings, located on these land plots, are not considered as separate 
assets when they are treated as a long-term investment property. 

Land plots are carried at the initial cost that includes their acquisition cost, broker's 
commissions, cost of determining the land's value, other services, property taxes that are paid 
by the Cooperative, other expenses (costs of drainage, cleaning and filling to level land), costs 
incurred in removing useless buildings. Cost of land plots also includes fees relating to 
attesting the right of property on land, legal and registration fees, costs of verifying the 
availability of sequester, pledge, mortgage or other legal restrictions related to property. 

Land with constructions (buildings, special facilities) may be recultivated after their 
removal. Thus, its cost is not included in the cost of constructions. Land acquired for sale is 
shown as an investment. 

If the Cooperative possesses a plot of land that is included in the composition of 
investments, the related taxes, insurance fees and other costs are capitalized, since 
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investments have not generated any income yet, however, when such an asset generates 
revenues in the reporting period (for instance, leased property), these costs may not be 
capitalized. 

The analytical accounting for land plots is maintained by their types, by destination 
and by location. 

The summary accounting for land is maintained in asset Account 122 "Lund". In the 
debit of this account the initial or revalued cost of land acquired is recorded (purchased or 
long-term leased), and its credit shows the book value of land disposed of. The balance of this 
account is debit and represents the value of land at the end of the reporting period. Within 
Account 122 "Lund" the following sub-accounts can be opened: 1221 "Lund without 
Constructions", 1222 "Lund with Constructions", 1223 "Lund with Mineral Resources", 
1224 "Leased Lund (long-term)". 

Purchase of land from legal entities and individuals is shown at the initial cost: 
Dt 122 "Lund", related sub-accounts; 
Ct 521 "Short-term Trade Liabilities"; 
Ct 522 "Short-term Liabilities to Related Parties'; sub-account 5223 "Payables to Other 

Related Parties" and other accounts by sources of expenses incurred while purchasing 
land. 

Recording the reevaluation difference relating to the cost of land: 
Dt 122 "Lund", related sub-accounts; 
Ct 341 "Differences on Reevaluation of Long-term Assets", sub-account 3412 

"Differences on Reevaluation of Long-term Tangible Assets". 

Recording the amounts of value reduction as a result of revaluation of land. 
Dt 341 "Differences on Reevaluation of Long-term Assets'; sub-account 3412 

"Differences on Reevaluation of Long-term Tangible Assets"; 
Ct 122 "Lund", related sub-accounts. 

The cost of land is written off when it is sold or as a result of other transactions. 
Benefit or loss caused by a disposal (sale) is determined as the difference between the amount 
of revenues (returns), the book value of land plot and expenses on disposal (sale). The results 
are shown in the Income Statement in chapter on investing activities. 

The write-off of the book value of land plot disposed of: 
Dt 721 "Expenses of Investing Activity'; sub-account 7212 "Expenses on Disposal of 

Long-term Tangible Assets"; 
Ct 122 "Lurid'; related sub-accounts. 

Recording receivables on land sold: 
Dt 229 "Other Short-term Receivables'; sub-account 2294 "Short-term Receivables on 

Other Transactions" - for selling price of land; 
Ct 621 "Investing Income'; sub-account 6212 "Revenue from Disposal of Long-term 

Tangible Assets9'- at the amount of revenues without TVA. 

The summary accounting for land is maintained in various journals, no matter what 
Accounting System is applied by the Cooperative - complete or simplified one. 

Cooperatives that apply the Simplified Accounting System use journals envisaged by 
NAS 4 "Accounting in Small Businesses" for analytical and summary accounting for land. 

If the Cooperative uses the variant of maintaining journals based on the Journal of 
transactions, the summary accounting for land is maintained in the Journal of Transactions 
(form S- 1) ,  while the analpcal accounting - in the Worksheet of Long-term Assets (form S- 
2). 
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If the Cooperative uses the variant of maintaining journals based on Worksheets of 
transactions by accounts (groups of accounts), the analytical and summary accounting for land 
plots is maintained in the Worksheet of long-term Assets (form S-2). 

If the Cooperative applies the Complete Accounting System, the summary accounting 
for is maintained in ledger accounts of origin of recording sources of land. 

Land is recorded in financial statements of the Cooperative at its initial or revalued 
cost according to the procedure envisaged by its accounting policy. 

2.3. Accounting for Lease of Fixed Assets 

2.3.1. Accounting for Fixed Assets Taken on Lease 

In order to perform its activities, in some cases the Cooperative may lease or take on 
lease fixed assets. 

Lease arrangements are regulated by the Civil Code (Articles 278-299), the Law on 
lease No. 861-XI1 as of January 14, 1992 with the subsequent modifications and additions, the 
Law on Cadastre of Real Estate No. 1543-XI11 as of February 25, 1998 (Articles 4-5, 28-30, 
35-36,43). 

The Tax Code regulates the tax treatment of lease transactions 
(Articles 90,277). 

Lease arrangements between the Cooperative and leasers (lessees) are regulated by 
lease contracts. A lease contract is the only document that sets the rights and liabilities of the 
parties involved, and it is recognized by any state body, including judiciary ones, in case 
there are any litigation between contracting parties. 

The contract clauses may be modified based on the agreement of the parties. One of 
the parties may solicit modification of the contract clauses only in cases envisaged by the 
legislation or by the contract. The contract is no longer effective once its term expired, in 
case of liquidation of the economic entity, destruction of the leased goods, their deterioration 
or purchase. The expected cancellation of the contract is based on the agreement reached by 
the parties. At the request of one party the contract may be cancelled on the grounds of the 
decision made by the responsible legal body in case the other party has violated the contract 
clauses (the Law on leases, Article 16). 

The right on lease of real estate for the term of more than 3 years is subject for 
recording in Journal of Real Estate within 3 month, after the lease contract has been 
concluded. If the term of a lease contract is not observed, it is declared invalid (the Law on 
leases, Article 711). 

The lease contract clearly specifies the amount of lease andsthe procedure of payment, 
as well as the terms of payment. 

Accounting for leased fixed assets is maintained in compliance with NAS 17 
"Accounting for Lease (Rent)" and the Chart of Accounts for Ordinary Activity of 
Enterprises. 

NAS 17 "Accounting for Lease (Rent)" envisages two types of leases - finance lease 
and operating lease. 

The main conditions of determining types of lease are envisaged in paragraphs 8 and 
10 of NAS 17. 

Under finance lease, the major part of risks and advantages relating to the usage of 
fixed assets goes from the leaser to the lessee. 

Under operating lease, all the risks and advantages relating to the usage of fixed 
assets, as well as the legal title to the leased property are assumed by the leaser. 

The document that confirms receipt of the leased fixed assets based on an operating 
lease contract is the Report on Receipt and Handing Over of the Leased Fixed Assets, and 
the receipt of the assets leased on a financing lease contract is documented in the Report on 
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Receipt and Handing Over of Fixed Assets (standard interdepartmental form MF-1). The 
leased fixed assets are recorded in accounting at the date of their receipt based on the 
corresponding source documents. 

The analytical accounting for fixed assets leased under a finance lease contract is 
maintained like accounting for the owned fixed assets: by categories of fixed assets, and within 
these categories- by individual items. 

In order to ensure control over the integrity of leased fixed assets, every single item is 
given a number. This number remains the same over the whole period of time the item is in 
possession of the Cooperative. The operating accounting for availability and use of the leased 
fixed assets by places of keeping (use) is maintained in the List of Fixed Assets (standard 
interdepartmental form MF-9), which specifies that the assets are leased. 

The main document that confirms placing in service of a leased item according to the 
Finance Lease Contract is the Report on Receipt and Handing Over of Fixed Assets 
(standard interdepartmental form MF-1). It is filled in by the Committee in charge appointed 
by the order issued by the Cooperative's Manager based on the lease contract and the Report 
on Receipt and Handing Over of Fixed Assets prepared by the leaser. 

The summary accounting for availability of and movement in the leased fixed assets 
according to the Finance Lease Contract is maintained in Account 123 "Fixed Assets", sub- 
account 1238 "Fixed Assets Leased on a Long-term Basis". The debit of this account shows 
the initial cost of the fixed assets received on finance lease, that is, their purchase value 
(contract value) plus costs relating to transportation of the assets etc., in case the lease 
contract stipulates that these costs are covered by the Cooperative. 

The summary accounting for availability of and movement in the leased fixed assets 
based on an operating lease contract is maintained in off-balance Account 912 "Leased Long- 
term Tangible Assets". The debit of this account shows fixed assets leased at the value 
envisaged in the lease contract, and the credit shows the return of the assets to the leaser when 
the lease term expires. 

Transactions for finance lease of fixed assets are recorded by the following entries: 
1. Recording the leased fixed assets at their purchase value (contract value), including 

VAT (if the Cooperative is not registered as a VAT payer andor is exempted from 
VAT according to the legislation): 

Dt 123 "Fixed Assets': sub-account 1238 "Fixed Assets Leased on a Long-term Basis"; 
Ct 421 "Long-term Lease Liabilities". 

2. The calculation of VAT on the purchase (contract) value (if the Cooperative is 
registered as a VAT payer andor is not exempted from VAT according to the 
legislation): 

Dt 226 "VAT ~ecoverabie"; 
Ct 421 "Long-term Lease Liabilities". 

3. Recording liabilities on lease relating to the reporting period: 
Dt 421 "Long-term Lease Liabilities"; 
Ct 539 "Other Short-term Liabilities". 

4. Recording the part of VAT that is going to be redeemed in the reporting period (if the 
Cooperative is registered as a VAT payer andor is not exempted from VAT according 
to the legislation in force): 

Dt 534 "Liabilities on Settlements with the Budget"; 
Ct 226 "VAT Recoverable". 

5. Settlement of Lease Liabilities: 
Dt 539 " Other Short-term Liabilities"; 
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Ct 242 "Settlement Account" andor 241 "Cash". 
6. Calculation of depreciation of the leased fixed assets: 

Dt 811 "Main Production", 813 "Indirect Manufacturing Costs" or 713 "General and 
~dministrative Expenses" (by destination of leased fixed assets); 

Ct 124 "Depreciation of Fixed Assets", sub-account 1247 "Depreciation of Fixed Assets 
Leased on a Long-term Basis". 

7. Calculation of the lease payment (interest) relating to the reporting period, including 
VAT (if the Cooperative is not registered as a VAT payer andor is exempted from 
VAT according to the legislation in force): 

Dt 722 "Expenses of Financing Activity"; 
Ct 539 "Other Short-term Liabilities". 

8. Recording VAT on the amount of lease interest (if the Cooperative is registered as a 
VAT payer andor is not exempted from VAT according to the legislation in force): 

Dt 534 "Liabilities on Settlements with the Budget9',- 
Ct 539 "Other Short-term Liabilities". 

9. Calculation of income tax on total amount of the lease payment settled (the purchase 
value plus lease interest) - for the owners who are individuals not registered as 
entrepreneurs, and on the amount of the lease paid less the purchase value - for 
owners which are economic entities (5 %): 

Dt 539 "Other Short-term Liabilities"; 
Ct 534 "Liabilities on Settlements with the Budget". 

10. Upon the completion of the lease term and execution of all payments, the leased fixed 
assets are returned to the leaser who owns them: 

Dt 123 "Fixed Assets", related sub-accounts; 
Ct I23 "Fixed Assets': sub-account 1238 "Fixed Assets Leased on a Long-term Basis". 

11. At the same time depreciation of the fixed assets returned to the leaser is settled: 
Dt 124 "Depreciation of Fixed Assets': related sub-accounts; 
Dt 124 "Depreciation of Fixed Assets'; sub-account 1247 "Depreciation of Fixed Assets 

Leased on a Long-term Basis". 

Transactions for operating lease of fixed assets will be shown by the following entries: 
1. Recording the receipt of the leased fixed assets at the value determined by the 

contract: 
Dt 912 "Leased Long-term Tangible Assets". 

2. Calculation of the lease payment for the reporting period, including VAT (if the 
Cooperative is not registered as a VAT payer andor is exempted from VAT according 
to the legislation in force): 

Dt 713 "General and Administrative Expenses"; 
Dt 81 1 "Main Production"; 
Dt 813 "Indirect Manufacturing Costs" - by destination of fixed assets; 
Ct 539 "Other Short-term Liabilities". 

3. Recording VAT on lease payment calculated for the reporting period (if the 
Cooperative is registered as a VAT payer and/or is not exempted from VAT according 
to the legislation in force): 

Dt 534 "Liabilities on Settlements with the Budget"; 
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Ct 539 "Other Short-term Liabilities". 
4. Calculation of income tax on the lease payment settled (5 %): 

Dt 539 "Other Short-term Liabilities",- 
Ct 534 "Liabilities on Settlements with the Budget". 

5. Settlement of lease payments by cash: 
Dt 539 "Other Short-term Liabilities"; 
Ct 242 "Settlement Account" andlor 241 "Cash". 

6. Calculation of taxes and fees relating to the leased fixed assets, in case they are 
covered by the Cooperative according to the lease contract: 

Dt 713 "General and Administrative Expenses'? 
Ct 534 "Liabilities on Settlements with the Budget". 

7. Transfer of income tax, withheld by the Cooperative from the lease payment settled, 
from the settlement account, and taxes and fees charged by the Cooperative: 

Dt 534 "Liabilities on Settlements with the Budget'? 
Ct 242 "Settlement Account". 

Example 2.1 7 

According to lease contract No. 10 as of September 25, 2001, Cooperative 
"AGROSERVICE" has taken on operating lease some property from S.R.L "AGRO" of total 
contract value of 316,000 lei for 4 years, including a car GAZ-53 of total mass of 4 tons, the 
contract value of 20,000 lei, an administrative building of 100,000 lei and a tractor T-74 S of 
196,000 lei. The leasedfixed assets were handed over to the Cooperative on October 1,2001 
based on the Report on Receipt and Handing Over of the Leased Fixed Assets. The amount 
of lease payment is fixed and is equal to 8,000 lei less VAT and VAT in amount of 1,600 lei 
per year of lease. The Cooperative makes quarterly payment to the leaser S.R.L. "AGRO". 
The Cooperative is not registered as a VAT payer. According to the provisions of the lease 
contract, all taxes and fees envisaged by the legislation of the Republic of Moldova are 
covered by the leaser S.R.L. "AGRO". 

In the 4'" quarter of 2001, the Cooperative conducted the following transactions: 
1. The leasedfixed assets have been recorded at the value stipulated in the contract. 
2. The lease payment that is going to be paid for the 4'" quarter was calculated. 
3. The lease payment for the 4'" quarter has been partially settled in amount of 950 lei 

(the amount to be settled is 1,000 lei). 
4. The income tax in the amount of 5 % of the lease paid which equals to 50 lei (1,000 x 

0.05) has been withheld and settled with the Budget. 
Using this information, the entries presented in Table 2.9 are made. 
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Entries for operating lease 
Table 2.9 

(lei) 

Cooperatives, which keep accounting by the Simplified Accounting System, use 
journals stipulated by NAS 4 "Accounting in Small Businesses" for analytical and summary 
accounting for transactions on lease of fixed assets under Operating and Finance Lease 
Contracts. 

When the Cooperative uses the variant of maintaining journals based on the Journal of 
Transactions, the summary accounting for transactions on lease of fixed assets based on Operating 
and Finance Lease Contract is maintained in the Journal of Transactions (form S-1). The 
analytical accounting for transactions on lease of fixed assets based on Operating and Finance 
Lease Contract is maintained in worksheets of liabilities and expenses. The analytical accounting 
for the leased fixed assets based on a Finance Lease Contract and their depreciation is maintained 
in the Worksheet of long-term Assets and Their Depreciation (Amortization) (form S-2). 

In case the Cooperative applies the variant of keeping journals using worksheets of 
transactions by accounts (groups of accounts), the analytical and summary accounting of the 
leased fixed assets based on a Finance Lease Contract and their depreciation is maintained in 
the Worksheet of long-term Assets and Their Depreciation (Amortization) (form S-2). The 
analytical and summary accounting for transactions on lease of fixed assets based on 
Operating and Finance Lease Contract is kept in worksheets of liabilities and expenses. 

In case the Cooperative uses the Complete Accounting System, the summary and 
analytical accounting for the transactions on lease of fixed assets based on Finance and 
Operating Lease Contracts is maintained in ledger accounts. 

The fixed assets leased on Finance Lease Contract are recorded in financial statements 
of the Cooperative at their initial cost less the accumulated depreciation (book value) or at the 
revalued cost that is the fair value at the date of revaluation less the accumulated depreciation. 
The evaluation method used for recording the fixed assets leased on Finance Lease Contract 
in financial statements is stipulated by the Cooperative in its accounting policy. 

No. Contents of transactions 
(con finnation documents) 

Entry 
debit I credit 

Amount 
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2.3.2. Accounting for Fixed Assets Leased 

If the Cooperative rents fixed assets on a finance lease, it prepares Report on Receipt 
and Handing Over of Fixed Assets (standard interdepartmental form NF-l) ,  and on an 
operating lease it fills in the Report on Receipt and Handing Over of Fixed Assets (prepared 
in a free form). 

Accountina for Fixed Assets Rented on a Finance Lease 

The transactions on finance lease implies, as a rule, a long period of time. Therefore, it 
is important to determine the amount of receivables, liabilities, expenses and revenues relating 
to the reporting period correctly. 

The transactions on renting fixed assets on a finance lease will be recorded by the 
leaser by the following entries: 

1. Write-off of accumulated depreciation during exploitation of the fixed assets rented to 
the lessee: 

Dt 124 "Depreciation of Fixed Assets': related sub-accounts; 
Ct 123 "Fixed Assets'; related sub-accounts. 

2. Recording the book value of the leased fixed assets: 
Dt 141 "Long-term Deferred Expenses': 
Ct 123 "Fixed Assets", related sub-accounts. 

3. Recording the amount of long-term deferred expenses relevant to the reporting period: 
Dt 251 "Current Deferred Expenses"; 
Ct 141 "Long-term Deferred Expenses". 

4. Recording long-term receivables of the lessee in amount of the purchase (contract) 
value of the leased fixed assets (without VAT): 

Dt 134 "Long-term Receivables"; 
Ct 422 "Long-term Deferred Income". 

5. Recording VAT on the purchase (contract) value of the leased fixed assets in case the 
Cooperative is registered as a VAT payer: 

Dt 134 "Long-term Receivables"; 
Ct 535 "VAT and Excise Tax Accrued". 

6. Recording long-term deferred income that is going to be obtained in the reporting 
period: 

Dt 422 "Long-tern Deferred Income"; 
Ct 51 5 "Current Deferred Income". 

7. Recording long-term receivables composed of the purchase (contract) value and VAT 
relevant to the reporting period: 

Dt 229 "Other Short-term Receivables",- 
Ct 134 "Long-term Receivables". 

8. Recording VAT that is going to be collected in the reporting period: 
Dt 535 "VA T and Excise Tax Accrued"; 
Ct 534 "Liabilities on Settlement with the Budget". 

9. Recording current deferred income relevant to the reporting period: 
Dt 515 "Current Deferred Income"; 
Ct 621 "Investing Income". 
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10. Recording the current deferred expenses relevant to the reporting period: 
Dt 721 "Expenses of Investing Activity"; 
Ct 251 "Current Deferred Expenses". 

11. Recording money received from the lessee for the purchase (contract) value of the 
leased fixed assets in the settlement account: 

Dt 242 "Settlement Account"; 
Ct 229 "Other Short-term Receivables". 

12. Recording income in the form of lease interest relevant to the reporting period: 
Dt 228 "Short-term Receivables on Income Accrued'? 
Ct 622 "Financing Income". 

13. Recording VAT on the lease interest: 
Dt 228 "Short-term Receivables on Income Accrued'? 
Ct 534 "Liabilities on Settlement with the Budget". 

14. Recording the lease interest and VAT (except for income tax in the amount of 5 % of 
withheld amounts from the lease payment from the source of payment, that is, from 
the lessee) in the settlement account: 

Dt 242 "Settlement Account"; 
Ct 228 "Short-term Receivables on Income Accrued". 

15. Recording withholding of 5 % income tax by the lessee from the lease interest 
received: 

Dt 225 "Short-term Receivables on Settlements with the Budget'? 
Ct 228 "Short-term Receivables on Income Accrued". 

account in^ for Fixed Assets Rented on Operating Lease 

In case of renting fixed assets on an operating lease, they remain on the Balance Sheet 
of the Cooperative and their depreciation is calculated by the Cooperative. The summary 
accounting of the availability of and movement in fixed assets rented on a operating lease is 
kept in Account 123 "Fixed Assets'; sub-account 1239 "Fixed Assets Rented on a 
Operating Lease". The debit of this sub-account shows the initial cost of the leased fixed 
assets, and the credit shows the initial cost of the fixed assets received from (handed back by) 
the lessee. Settlements with the lessee, related to the lease payment, are recorded in asset 
Account 228 "Short-term Receivables on Income Accrued". 

The basic documents that are necessary to be recorded in accounting for transactions 
for renting fixed assets on an operating lease are the Lease Contract and Report on Receipt 
and Handing Over of Fixed Assets. 

The Cooperative recognizes lease payment (without VAT) as an income as it is 
calculated, taking into account the terms of lease payment determined in the lease contract. 

The leaser will record the transactions on operating lease of fixed assets by the 
following entries: 

1. Recording of transferring of fixed assets on lease at their initial cost: 
Dt 123 "Fixed Assets'; sub-account 1239 "Fixed Assets Rented on a Operating Lease"; 
Ct 123 "Fixed Assets", related sub-accounts. 

2. Recording the lease payment (without VAT) for the fixed assets transferred on lease: 
Dt 228 "Short-term Receivables on Income Accrued"; 
Ct 61 2 "Other Operating Income". 
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3. Recording VAT on .the lease payment in case the Cooperative is registered as a VAT 
payer: 

Dt 228 "Short-terni Receivables on Income Accrued'; 
Ct 534 "Liabilities on Settlements with the Budget". 

4. Recording receivables paid by the lessee without 5% income tax withheld from the 
source of payment in the settlement account: 

Dt 242 "Settlement Account"; 
Ct 228 "Short-term Receivables on Income Accrued". 

5. Recording 5% income tax withheld from the lessee on the calculated and received 
lease payment: 

Dt 225 "Short-term Receivables on Settlements with the Budget"; 
Ct 228 "Short-term Receivables on Income Accrued". 

6 .  Calculation of depreciation of the leased fixed assets: 
Dt 71 4 "Other Operating Expenses"; 
Ct 124 "Depreciation of Fixed Assets". 

7. Recording expenditures on current repairs of the leased fixed assets in case it is 
covered by the Cooperative, which is stipulated in Lease Contract: 
a)  using own resources (in case the repairs are carried out by the Cooperative itselfl: 

Dt 714 "Other Operating Expenses" - for total amount of expenditure on repairs of the 
leased fixed assets; 

Ct 211 "Materials" - for the value of materials and spare parts used to repair the leased 
fixed assets; 

Ct 531 "Liabilities to Employees on Remuneration of labor" - for the amount of salaries 
of the workers who have repaired the leased fixed assets; 

Ct 533 "Liabilities on Insurance" - for the amount of deductions to the State Social Fund; 

b) by contract: 
Dt 714 "Other Operating Expenses" - for the value of repair works without VAT; 
Dt 534 "Liabilities on Settlements with the Budget" - for the amount of VAT on the value 

of these works (in case the Cooperative is registered as a VAT payer); 
Ct 521 "Short-term Trade Liabilities" or 522 "Short-term Liabilities to Related Parties" - 

for total value of repairs, including VAT. 

In case the Cooperative is not registered as a VAT payer andlor is exempted from 
VAT, according to the legislation, the amount of VAT will be included in the value of repair 
works by the following entry:. 
Dt 714 "Other Operating Expenses" - for the value of the repairs, including VAT; 
Ct 521 " Short-term Trade Liabilities" or 522 "Short-term Liabilities to Related Parties" - 

for total value of repairs, including VAT. 

8. The settlement of liabilities with the contractor for repair works: 
Dt 521 " Short-term Trade Liabilities" or 522 "Short-term Liabilities to Related Parties" - 

for total value, including VAT; 
Ct 242 "SettlementAccount". 

9. Calculation of the prepaid lease (without VAT): 
Dt 228 "Short-term Receivables on Income Accrued"; 
Ct 515 "Current Deferred Expenses". 
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10. Calculation of VAT for the amount of the prepaid lease: 
Dt 228 "Short-term Receivables on Income Accrued"; 
Ct 535 "VAT and Excise Tax Accrued". 

11. Recording receivables of the lessee taking into account the prepaid lease payment, 
except for income tax amounting 5 %: 

Dt 242 "Settlement Account"; 
Ct 228 "Short-term Receivables on I~tcome Accrued". 

12. Recording income tax amounting 5 % withheld from the lessee on the prepaid lease 
calculated and received: 

Dt 225 "Short-term Receivables on Settlements with the Budget'? 
Ct 228 "Short-term Receivables on Income Accrued". 

13. Calculation of VAT on the prepaid lease payment: 
Dt 225 "Short-term Receivables on Settlements with the Budget'? 
Ct 534 "Liabilities on Settlements with the Budget". 

14. The transfer of VAT on the prepaid lease received: 
Dt 534 "Liabilities on Settlements with the Budget'? 
Ct 242 "Settlement Account". 

15. Recording the prepaid lease payment calculated and received, which is transferred to 
income of the current reporting period: 

Dt 515 "Current Deferred Income'? 
Ct 612 "Other Operating Income". 

16. Transfemng VAT on the prepaid lease, calculated and received during the reporting 
period, to liabilities on settlements with the budget: 

Dt 535 "VAT and Excise Tax Accrued"; 
Ct 534 "Liabilities on Settlements with the Budget". 

17. Offsetting VAT on prepaid lease during the reporting period: 
Dt 534 "Liabilities on Settlements with the Budget"; 
Ct 225 " Short-term Receivables on Settlements with the Budget". 

18. Recording receivables of the lessee relevant to the submitted claim, which has been 
recognized by him, for non-fulfillment of conditions of the lease contract: 

Dt 229 "Other Short-term Receivables"; 
Ct 61 2 "Other Operating Income". 

19. Upon the expiry of the lease term, the receipt (return) of fixed assets by the lessee is 
recorded at the initial cost: 

Dt 123 "Fixed Assets'; related sub-accounts; 
Ct 123 "Fixed Assets'; sub-account 1239 "Fixed Assets Rented on an Operating Lease". 

20. Recording the increase of the cost of the fixed assets received free of charge from the 
lessee, in case the improvement of the leased fixed assets was carried out without the 
Cooperative's permission and it can not be separated from them: 

Dt 123 "Fixed Assets'; related sub-accounts; 
Ct 622 "Financing Income". 

At the end of the reporting period, on the filling in the Tax Return of Legal Entity 
Engaged in Business Activity, in case the Cooperative has liabilities on income tax to the 
Budget, the income tax withheld from the source of payment by the lessee during the fiscal 
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year is offset within the limits of the current liability to the Budget. This transaction will be 
recorded by the following entry: 
Dt 534 "Liubilities on Settlements with the Budget". 
Ct 225 "Short-term Receivables on Settlements with the Budget". 

Example 2.18 

According to Lease Contract No.2 of September 30, 2001, the Cooperative 
"AGROSERVICE" has rented a Tractor T-74 at the initial cost of 50,000 lei, the contract 
value of 60,000 lei on an operating lease to "AGROPRIM" LLC for 
4 years. The amount of lease payment per year is 5,000 lei without VAT and VAT is 1,000 lei. 
The tractor has been handed over by the Cooperative to "AGROPRIM" LLC on October 1, 
2001 based on the Report on Receipt and Handing Over of the Leased Fixed Assets. 
According to the provisions of the Lease Contract, "AGROPRIM" makes lease payment, on a 
quarterly basis. The Cooperative is registered as a VAT payer. All taxes and fees envisaged 
by the Republic of Moldova are covered by the lessee, the limited company "AGROPRIM", 
and the Cooperative incurs expenses on current repairs of the leased item. 

In the 4"' quarter 2001, the Cooperative carried out the following transactions: 
I .  Lease payment for the 4"' quarter, 2001 has been calculated. 
2. Depreciation of the tractor for the 4"' quarter 2001 has been calculated (Depreciation 

is calculated using the straight-line method and the depreciation per month is 250 lei). 
3. Lease payment for the 4'" quarter, 2001 in amount of 1,187.50 lei has been settled on 

account, except for income tax amounting 5 % withheld from the source of payment. 
The entries for the 4"' quarter, 2001 are presented in Table 2.10. 

Table 2.10 

Entries on Renting Fixed Assets on Operating Lease 

(lei 1 
No. 

I. 

Contents of transactions 
(confirmation documents) 

2. 

3. 

Recording the operating lease of the tractor at the 
initial cost (report on receipt and handing over of 
leased fixed assets) 

Entry 
debit I credit 

Calculation of lease payment to be received for the 4'" 
quarter, 2001 in amount of 1,250 lei (5,000 lei : 4 
quarters) (Lease Contract and related calculation) 
Recording VAT on the lease payment calculated for 
the 4"' quarter, 2001 of 250 lei (1,250 x 0.2) (invoice 
on the value added tax) 
Depreciation calculation of the leased tractor for the 
4'" quarter, 2001 of 750 lei (250 lei x 3 months) 

Amount 

1,239 

71 4 

242 

225 

5 .  

6. 

228 

228 

124 

228 

228 

(related calculation) 
Recording on settlement account of the lease payment 
receivedfrom the lessee for the 4'" quarter, 2001, 
excluding income tax amounting 5 % withheld from the 
source of payment in amount of 1,187.50 lei (1,250 lei - 

" (1,250 lei x 0.05)) (Payment Order) 
Recording 5 % income tax withheldfrom the source of 
payment on the lease payment (without VAT) - 62.50 
lei (1,250 lei x 0.05) (payment order) 

1,233 

61 2 

534 

50,000 
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Cooperatives, which apply the Simplified Accounting System using the variant of 
maintaining journals based on the Journal of Transactions, maintain the summary accounting 
for transactions on renting fixed assets on finance and operating lease in the Journal of 
Transactions (form S-1), while the analytical accounting is maintained in the relevant 
Worksheets of accounting for receivables, liabilities, expenses and revenues or in other 
journals of analytical accounting for receivables and liabilities. 

In case the Cooperative uses the variant of maintaining journals based on Worksheets 
of transactions by accounts (groups of accounts), the analytical and summary accounting for 
transactions for renting fixed assets on finance and operating lease is maintained in the 
Worksheets of receivables, liabilities, expenses and revenues. 

If the Cooperative applies the Complete Accounting System, the summary and 
analytical accounting for transactions on renting fixed assets on finance and operating lease is 
maintained in ledger accounts. 
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Objectives of this Chapter: 

Define inventories. 
Describe rules and methods for evaluation of inventories. 
Document the transactions for receipt of inventories. 
Examine informational accounting system for inventories. 
Explain the procedure for accounting for transactions with inventories and for their 
recording in journals. 

3.1. Contents and Structure of Inventories 

The composition, evaluation and recognition of inventories are regulated by the provisions 
of NAS 2 "Znventories". 

Inventories of the Cooperative represent circulating tangible assets meant for 
consumption in the process of rendering services or acquired for resale. These include: 

a) materials; 
b) low-value and short-life items; 
c) services and work in process; 
d) goods, including land and other long-term and current tangible assets acquired and 

held for resale. 

Materials can be classified into raw and consumable materials. 
Raw materials are goods directly used in manufacturing of products and found integrally 

or partially in the finished product, whether in their initial or converted state. 
Consumable materials are categories of goods that are current assets by their nature 

(auxiliary materials, fuel, packaging materials, spare parts, construction materials, seeds, 
fodder, and other consumables), which are directly used in the manufacturing process, usually 
without being found in the material content of the finished products. 

Low-value and short-life items are goods of a unit value that is lower than the limit set 
by the legislation in force for fixed assets (1,000 lei), irrespective of their life, or of a life that 
is shorter than one year, irrespective of their value, as well as goods assimilated to these 
(protection equipment, equipment and devices of general and special use, protective clothing 
and similar items). Temporary movable facilities (that are not in the catalogue) are also 
considered low-value and short-life items. 

Services and work in process include the services and products that have not passed all 
the stages of execution (converting) included into the process of rendering services 
(manufacturing). 

Goods are assets bought by the Cooperative for resale. 

All these goods and services can become subject of accounting for inventories if the 
Cooperative owns them. 

The structure of inventories is provided by Figure No.3.1. 
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Items of a life 
shorter than one 

Other materials 

Fig. 3.1. Structzrre of Inventories 

3.2. Rules and Methods of Inventories' Measurement 

Inventories are measured at the date of their receipt (initial measurement), their use or sale 
(current measurement), and at the date of preparation of financial statements (Balance Sheet 
measurement). 

At the date of receipt, inventories are measured at their initial cost (acquisition cost), which 
may be: 

for goods bought from third parties - purchase price plus costs incurred in purchasing 
them; 
for goods and services self-manufactured - actual cost that includes direct materials, 
direct labor, and indirect manufacturing costs; 
when exchanging inventories during trade transactions between independent parties - 
fair value of goods received or handed over in exchange; 
for inventories received in the form of contributions to the capital, free of charge or by 
donation - fair market value or utility value. 

When receiving inventories, they are measured and accounted for as follows: 
Raw materials and materials, low-value and short-life items, livestock, goods and other 

purchased assets - at the initial cost, which includes: 
a) purchase price of inventories; 
b) customs duties relating to imported inventories; 
c) additional costs related to purchasing them. 

The additional costs related to purchasing inventories represent direct or indirect costs 
relating to the purchase before receiving them into administration. These costs may be: 
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cornrnissions, transit expenses, insurance, external transportation, internal transportation, 
expenses for loading and unloading, receipt of inventories, etc. 

The acquisition cost does not include taxes that are to be offset later on to the Cooperative 
by tax bodies, and rebates. 

Inventories received as a result of exchange (barter) are measured in the following way: 
1) at fair value of inventories received in exchange, adjusted to the amount of cash paid 

or its equivalent; 
2) at fair value of inventories released in exchange, adjusted to the amount of cash paid 

or its equivalent; 
3) at book value of inventories held for exchange, in case there is no real market value 

confirmed; 
4) at contract value agreed by the parties. 

Example 3.1 

Business Cooperative "Avantaj ", not registered as a VAT payer, has purchased goods 
from a supplier - non-resident of the Republic of Moldova, for the contract value of $30,000 
In addition to the contract value, the Cooperative covers transportation costs in amount of 
$2,000. The oficial exchange rate of N.B.M. at the date of importing is of 12.82 lei for $1. 
The customs duties for the imported goods are 5 %, the cost of customs processing- 0.25 %. 
Insurance costs of goods, when transporting them, are 5,000 lei, and the cost of unloading 
goods is 1,275 lei. The initial cost of acquired goods is determined the following way: 

Table 3.1 

Calculation of Acquired Goods Purchase Cost 

(lei) 
I No. I Purchase Cost Elements Value 
I 1. I Contract purchase price (30,000 x 12.82) 384,600 

Transportation costs are directly or indirectly included in the purchase cost of 
inventories according to the Cooperative's accounting policy. 

2. 
3. 
4. 
5. 

- 
6. 

The current measurement of inventories' availability and disposal is carried out by types 
of prices or costs depending on the following methods: 

the retail inventory method - to measure a big quantity of goods that generate a 
relatively equal profit taking into account their selling price and quickly changing 
range of products; 
the specific identification method - to measure inventories held for specials projects, 
as well as those which are not interchangeable; 
the weighted average method or 
the FIFO method @st-in, fist-out), as well as the LIFO method (last-in, jht-out) - to 
measure inventories with a varied and interchangeable range. 

Transportation costs 
Customs duties [(384,600 + 25,640) x 51 : 100 
Customs processing [(384,600 + 25,640) x 0.251 : 100 
Additional delivery costs: 

- insurance 
- loading, unloading 

25,640 
20,512 

1,026 

5,000 
1,275 

Purchase costs (1 + 2 + 3 + 4 + 5 )  438.053 
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The weighted average cost (W.A.C.) is calculated as the ratio between the total value of 
the initial stock (Si) plus the total value of acquisitions (Vi) and the quantity available as the 
initial stock (C,) plus the acquired quantities (Ci): 

W.A.C. = (Si + Vi) : (Cs + Ci). 
As provided by the NAS 2 "Znventories", the weighted average method may be applied in 

two variants, that is: 
1) updating the weighted average cost per unit upon each receipt of inventories; 
2) updating the weighted average cost per unit on a periodic basis, on a monthly basis or 

in certain intervals (which, as a rule, should not exceed the average period of 
keeping). The advantage of this method is that it levels out price fluctuaf ons, and its 
disadvantage is that one needs to wait till the end of the period in order to measure 
the inventories disposed of. 

Example 3.2 

1. Inventories of goods "A" on 01.07 constituted 400 pieces, 120 lei per piece. 

2. In the reporting period, the acquisitions were as follows: 
04.07 - 3,000 pieces, 172 lei each, 
12.07 - 180 pieces 140 lei each, 
27.07 - 150 pieces 160 lei each. 

3. Disposals of goods "A" were as follows: 
on 08.07 - 600pieces, 
on 14.07 - 400 pieces. 

4. Inventory "A" on 31.07 are 2,730 pieces. 

Table 3.2 

Updating the Weighted Average Cost per Unit upon Each Acquisition 

W.A. C./04.07 = (48,000 + 516,000) : (400 + 3,000) = 165.88 lei/piece. 

It should be mentioned that in this example and further on, because of rounding of prices, 
there are differences that occur, when verifying final inventories as a product of quantity and 
the calculated average cost. 
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Table 3.3 

Monthly Calculation of Weighted Average Cost of the Reporting Period 

W.A.C. = 613,200 lei : 3,730 pieces = 164.4 lei/piece. 

When applying the FIFO method, inventories disposed of in the reporting period are 
valued at the initial (acquisition) cost of the first acquisition. As the batch is being depleted, 
the disposed inventories are valued at the initial (acquisition) cost of the subsequent batch, in 
chronological order. 

Table 3.4 

Evaluation of the Disposed Inventories According to the FIFO Method (the First-in, First- 
out) 

The essence of evaluation of the disposed inventories according to the LIFO method (the 
last-in, first-out) is: the disposed goods are valued at the acquisition cost or the production 
cost of the last acquisition or batch. As the batch is being depleted, the disposed inventories 
are valued at the acquisition cost or the production cost of the previous batch, till its complete 
depletion. 
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Table 3.5 

Evaluation of Inventories According the LIFO Method (the hst- in,  First-out) 

The use of the above-mentioned methods is determined by the fact that in the market 
economy the different quantities from the same batch are accounted for at different prices, 
depending on the acquisition source and time. 

According to another rule of measurement and recording of inventories provided by 
paragraph 7 of NAS 2, inventories are shown in financial statements at the lower of cost or net 
realizable value (N.R.V.). 

The cost of inventories includes acquisition cost, conversion cost and other costs incurred 
in getting the inventories to the place and conditions when they are ready for use. 

Net realizable value represents the estimated selling price of inventories in the ordinary 
course of business minus the additional costs relevant their sale, such as transportation costs, 
commissions given, expenses related to warranty term, and other marketing costs. 

Inventories shall be valued at the net realizable value, when their value is lower than cost, 
that is, in cases of: 

reduction of the selling price of inventories (the market price upon sale is lower); 
partial damage 
partial or complete deterioration; 
partial or complete depreciation; 
increase of expenses that are to be incurred in selling the inventories. 

31.07 

Inventories shall be valued at the N.R.V., item by item, or by groups of similar items, 
within the same range of inventories that have similar purposes or end use, are produced and 
marketed in the same geographical area. 

Final 446.960 

I Inventory 
2,730 163.72 
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3.3. Accounting for Inventories 

Accounting for inventories is kept within the system of accounts of class 2 "Current 
Assets", group 21 "Inventories" that is composed of the following summary accounts: 211 
"Materials'; 212 "Livestock for Raising and Fattening'; 213 "Low-vahe and Short-life 
Items", 214 "Depreciation of Low-value and Short-life Items", 215 "Work-in-process'; 216 
"Products" and 21 7 "Goods". 

The accounts of this group are meant to summarize information on availability of and 
movement in inventories, they are asset accounts and are shown in group 2.1 "Iizventories" of 
the Balance Sheet (except for Account 214 "Depreciation of Low-value and Short-life 
Items"). Account 214 "Depreciation of Low-value and Short-life Items" is a liability 
account and is meant to generalize information on depreciation of low-value and short-life 
items and temporary movable facilities. 

The above-mentioned accounts provide: 
conditions for accounting for inventories according to the structure, and by categories 
of inventories envisaged in paragraph 6 of NAS 2 "Inventories"; 
implementation of specific administration standards on: 
- keeping inventories in one's own warehouses; 
- keeping inventories in the hands of a third party, by categories; 
goods acquired or sold; 
application of rules of valuation and recording of inventories; 
insurance of the prudence principle, when determining physical units and evaluating 
current tangible assets in financial statements. 

3.3.1. Accounting for Materials 

Within the Cooperative, the current tangible assets (inventories) give rise to numerous 
transactions, which can be grouped by their contents in transactions for acquisition and 
keeping, for disposal of inventories from warehouses, and for physical count. These 
transactions are recorded in various documents and operative records. 

Goods are normally purchased from outside, that is, from third parties and from the 
Cooperative's members. 

In order to attain the objectives set in the acquisition program, the Cooperatives issue 
orders to suppliers, and, based on these orders, contracts are concluded. Upon execution of 
orders and acquisition contract, the Cooperative-buyer receives from the supplier bills of 
tading, annexes to bills of lading and, if necessary, invoice on the value added tax. The 
quantitative receipt shall be carried out by the store-keeper and its results are recorded in the 
receipt order or entry notes, and the qualitative receipt shall be carried out by a specialist and 
recorded in the quality certi3cate (analysis bulletin). 

In case of an acquisition through a representative of the Business Cooperative, he is given 
a certipcate, which is handed to the supplier, when taking over the goods. 

Documents used to transfer inventories for consumption are: consumption order and 
limited consumption tear-off 

The summary accounting for materials owned by the Cooperative is carried out with the 
help of Account 211 "Materials", within which the following sub-accounts may be opened: 
2111 "Raw Materials and Basic Materials'; 2112 "Semi-finished Products and 
Components Purchased'; 21 13 "Fuel'; 21 14 "Containers and Packaging Materials'; 21 15 
"Spare Parts", 21 16 "Other Materials", 21 17 "Materials for Processing'; 21 18 
"Construction Materials" and 21 19 "Agricultural Materials". 

Account 211 "Materials" is used to summarize information on availability of and 
movement in inventories, which participate directly in the manufacturing process, rendering 
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services and are found integrally or partially in the final product. This account is debited for 
the sum of initial costs of purchased materials and it is credited for the value of materials 
disposed of (used in the process of rendering services or sold). 

The receipt of materials is recorded in summary accounts the following way: 
1. For the purchase value of acquired materials, depending on the source of origin: 

Dt 21 1 "Materials"; 
Ct 241 "Cash" or 242 "Settlement Account': 243 "Foreign Exchange Account", 244 

"Special Bank Accounts" - in case of a direct'payment; 
Ct 521 "Short-term Trade Liabilities" and/or 522 "Short-term Liabilities to Related 

Parties" - in case of settlements with non-related parties and/or related parties; 
Ct 227 "Short-term Receivables from Employees" - in case of purchase carried out by 

accountable persons upon receipt of prepayment; 
Ct 532 "Liabilities to Employees for Other Transactions" - in case of purchase carried out 

by accountable persons with no prepayment received; 
Ct 622 "Financing Income" - in case of receiving inventories free of charge, 
Ct 313 "Unpaid Capital" - for inventories received from founders for settlement of 

liabilities on contributions made to the statutory capital. 

2. For additional costs (transportation, custom duties, insurance, etc.): 
Dt 21 1 "Materials"; 
Ct 521 "Short-term Trade Liabilities" - for transportation of materials to the Cooperative's 

warehouse; 
Ct 522 "Short-term Liabilities to Related Parties" - in case of acceptance of documents for 

settlement with the related parties; 
Ct 812 "Auxiliary Production" - for transportation services, loading and unloading carried 

out by auxiliary production of the Cooperative; 
Ct 242 "Settlement Account" - in case of immediate payment of customs duties; 
Ct 539 "Other Short-term Liabilities" - for customs duties to be settled; 
Ct 533 "Liabilities on Insurance" - for expenses on insurance of goods en route; 
Ct 227 "Short-term Receivables from Employees" - in case of payment made by 

accountable persons upon receipt of a prepayment; 
Ct 532 "Liabilities to Employees for Other Transactions" - in case of payment made by 

accountable persons with no prepayment received. 

3. For materials acquired through exchange for other assets: 
Dt 21 1 "Materials"; 
Ct 221 "Short-term Trade Receivables"; 
Ct 223 "Short-term Receivables from Related Parties". 

4. For recording surpluses of materials recorded as a result of physical count: 
Dt 211 "Materials"; 
Ct 612 "Other Operating Income". 

5. For useful materials and wastes obtained from: 
a )  Write-of of low-value and short-life items: 

Dt 21 1 "Materials': 
Ct 213 "Low-value and Short-life Items"; 

b) liquidation offlxed assets: 
Dt 21 1 "Materials", 
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Ct 123 " Fixed Assets". 

Example 3.3 

Cooperative "LuceafiZrul" has purchased materials from a supplier from the Republic of 
Moldova. The invoice on the value added tax includes: 

The value of materials, price - 97,500 lei 
The value added tax, 20 % - 19,500 lei 
To be paid - 11 7,000 lei. 

In order to transport materials, the Cooperative used vehicles of a transportation 
company, which has presented an invoice of 4,570 lei, including VAT, to the Cooperative. 
During shipment, the freight was insured for a cost of 800 lei. The Cooperative's employees 
have unloaded the materials; their salaries are calculated in amount of 165 lei. The supplier 
has settled completely the payments with the transportation company and insurance company. 

Cooperative "LuceafiZrul" will carry out the following accounting transactions for this 
operation: 

Table 3.6 

Accounting Entries on Purchase of Materials 
(lei J 

Contents of transactions 
Credit 

1. 

2. 
3. 

Recording the value of materials (without VAT) 
purchased from suppliers 

I 4. 

Recording VAT on materials purchased 
Recording expenses incurred by the transportation 

I 

5. 

6. 

Information on movement in materials is generated depending on the variant of keeping 
accounting used by the Cooperative, that is: 

1) if accounting is based on he Simplified Accounting System, one fills in: 
the Journal of Transactions (form S-1) or 
the Worksheet of Inventories (form S-3); 

2) if the Cooperative uses the complete accounting system, one fills in the Ledger 
Account 21 1 "Materials". 

21 1 

company and related VAT 
Recordina insurance costs 

7. 
8. 

At the end of the reporting period, upon completion of the General Ledger, information 
from standard journals is recorded in the Balance Sheet on line 190 "Materials". 

5,342 
21 1 

Calculation of salaries of employees related to 
unloading of materials 
Settlement of liabilities by suppliers 

The transactions for showing costs of materials are treated in Chapter 6 of this work. 

521 

5,342 
21 1 

Payment for transportation services 
Settlement with insurance company 

97,500 
521 
539 

21 1 
521 

1 9,500 
3,808.34 

539 

539 
533 

761.66 

531 
242 

533 I 800 

165 
11 7,000 

242 
242 

4,570 
800 
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3.3.2. Accounting for Low-value and Short-life Items 

During its ordinary activities, the Cooperative uses different items, which do not fall under 
the category of fixed assets, because of peculiarities of their use and circulation of their value. 
These are items with a unit value lower than the limit set for fixed assets and a useful life 
shorter than one yi'31-. 

As a rule, these items are not consumed during one exploitation cycle, but transfer their 
value over many cycles, as they are used, to the expenses relating to activities in amount of 
100 90 of depreciation accrued, less the estimated residual value. Low-value and short-life 
items, the cost of which is less than 1/20 (500 lei) of the set limit, are exceptions. According 
to NAS 2 "Inventories7', these items are written off to expenses or costs as they are 
consumed. 

According to NAS 2 (paragraph 34), the low-value and short-life items are assets of: 
a unit value less than the limit set by the legislation (1,000 lei), irrespective of their 
useful life; 
a life less than one year, irrespective of their unit value. 

The structure of low-value and short-life items includes labor tools, instruments, 
implements, manufacturing devices, protection and labor equipment, measurement and 
control equipment, etc. 

As far as the sub-system of source documents used, it includes documents on receipt and 
disposal similar to the documents used on receipt and disposal of inventories and in addition a 
Record Card of Items in Use is filled in, in which the quantity of individual items in use are 
accounted for by persons who store them. 

The following accounts are used for accounting for low-value and short-life items: 
213 "Low-value and Short-life Items'', which is debited for the initial cost of 
incoming items and is credited for the depreciable amount charged to expenses, and 
for the value of utilizable assets that are obtained through liquidation of items; 
214 "Depreciation of Low-value and Short-life it ern^'^, which is credited for the 
depreciable amount charged to expenses or costs when placing the assets in service, 
and is debited for the amount of the accrued depreciation written-off of the low-value 
and short-life items disposed of. 

Example 3.4 

According to the invoice on the value added tax, the Cooperative "Alfa" has purchased 
low-~lalue and short-life items of 11,740 lei (without VAT). The transportation costs (without 
VAT) are 756 lei. According to the consumption order, the assets of value 8,340 lei have been 
placed in service, the individual unit value of which being less than 1,000 lei. At the end of the 
year, when physical count takes place, there was recognized no more items placed in service. 
Wastes in amourlt of 425 lei have been recovered and shown in the Report on Write-off of 
Low-value and Short-life Items. The estintated resiclual value of these items is 83 lei. 

65 
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Table 3.7 

Entries on Movement of low-value and Short-life Items 

(lei) 

No. Contents of transactions 

Recording the value of low-value and short-life items 
purchased from suppliers, with a subsequent 
payment 

at the value of items without VAT 
VAT on individual items 

Recording transportation costs on acquisition of 
low-value and sjzort-life items 

VAT on costs stated in the invoice on the 
value added tax 

Placing in service of low-value and short-life items 
Calculation of depreciation.for the items placed in 
service - 8,257 (8,340 - 83j 
Disvosal o f  low-value and short-life items 
Recording recoverable wastes 

within the estimated residual value 
for the excess of the estimated residual value 

It is should be mentioned that if the estimated residual value of low-value and short-life 
items is higher than the value of materials or wastes obtained when disposing items, the 
difference shall be recorded as follows: 
Dt 714 "Other Operating Expenses"; 
Ct 213 "Low-value and Short-life Ztems". 

The summary document system that process information from source documents on the 
movement in low-value and short-life items includes: 

Journal of Economic Transactions (form S-1) or the Worksheet of Inventories (form 
S-3), if accounting is kept according to the Simplified Accounting System; 
Ledger Account 213 "Low-value and Short-life Items" - if accounting is kept 
according to the Complete Accounting System. 

The availability of individual items, less the accrued depreciation, is shown in the Balance 
Sheet, item "Low-value and Short-life Ztems" (line 210). 

3.3.4. Accounting for Work in Process 

Production (services) in process is products (services) that are found in intermediary 
stages of processing and execution, being neither finished products (services), nor semi- 
finished products, as well as incomplete products. Accounting for production (services) in 
process is maintained with the help of Account 215 "Work in Process". It is debited for the 
amount of products and services in process at the end of the reporting period and is credited 
by settling the book value of production (services) in process at the beginning of the reporting 
period. The following sub-accounts may be opened within Account 215 "Production in 
Process": 2151 "Products in Process" and 2152 "Services in Process". 

Production (services) in process shall not and cannot be the subject of current, permanent 
recording during the accounting period, since: 
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production (services) in process is determined at the end of the period, as a rule, by 
physical count; 
the actual cost of products and services in process is determined upon completion of 
the period of manufacturing or execution. 

Due to these characteristics of administration of products and services in process, the 
following is the procedure for accounting for these items: 

At the end of the reporting period, based on physical count, the actual cost (the book 
value) of products (services) in process is determined, which is recorded in financial 
accounting by the entry: 
Dt 215 "Production in Process': sub-account 2152 "Services in Process"; 
Ct 811 "Main Production" or 
Ct 812 "Auxiliary Production ". 

Production (services) in process, which was recorded at the end of the period, is written 
off at the beginning of the subsequent period, since it is in continuous movement, conversion 
and completion, and the information recorded at a given moment, as a result of a physical 
count, is .not relevant for the period that follows immediately after that; it is shown in the 
credit of Account 215 "Production in Process", sub-account 2152 "Services in Process" and 
in the debit of Account 81 1 "Main Production " or 812 "Auxiliary Production ". 

Example 3.5 

E.C. "Foi~or" renders services on repairing agricultural equipment and presents the 
following information on services in process relating to the reporting period: 

services in process at the beginning of the period 385 lei, 
cost of materials related to rendering services 1,750 lei, 
labor costs 950 lei, 
contributions on social insurance 295 lei, 
energy costs for technological purposes 147 lei, 
value of services rendered to clients 2,300 lei, 
services in process at the end of the period 1,227 lei. 

Table 3.8 

Entries on Movement in Low-value and Short-life Items 

(lei) 

Contents of transactions 

1 
1. 

2. 

- - 

4. 1 Recordinn labor costs 1 811 1 531 1 950 

2 
The balance of services in process at the beginning 
of the reporting period is written off from financial 

3. 

accounts 
Recording costs of materials used for rendering 

3 

services 
Recording energy costs for technological purposes 

5. 
6. 

81 1 

7. 

4 

81 1 
81 1 

Recording contributions on social insurance 
Recording the value of services rendered to clients 

5 

2,152 

Transfer of the balance of services in process at the 
end of the reporting period to financial accounts 

385 

21 1 
521 

81 1 
71 1 

1,750 
147 

2,152 

531 
81 1 

295 
2,300 

81 1 1,227 



Chapter 3. Accountine for Inventories 

Information on production and services in process is summarized depending on the variant 
of accounting applied by the Cooperative, and that is: 

if accounting is kept based on the Simplified Accounting System, Journal of 
Transactions (form S-1) or the Worksheet of Inventories (form S-3) is filled in; 
if accounting is kept based on the Complete Accounting System, Ledger Account 215 
"Production in Process" or sub-account 2152 "Services ill Process" is filled in. 

At the end of the reporting period, upon completion of the General ledger, the information 
from the journals is recorded in the Balance Sheet, line 220. 

3.3.5. Accounting for Goods 

Goods are assets acquired for resale in the same condition. Accounting for goods is 
influenced by several factors. The first factor is the sale type: retail or wholesale. In case of 
wholesale, the sale is based on documents, with subsequent settlements, as a rule, made by a 
transfer. Hence, it is necessary to use Account 221 "Short-term Trade Receivables", in which 
receivables starting from the moment of delivery of goods till the moment of settlement are 
recorded, as well as Account 223 "Short-term Receivables from Related Parties" for 
recording transactions with the Cooperative's members. In case of retail sale, the goods are 
sold against immediate payment in ready cash. 

Another factor, that influences accounting for goods, is different prices used for recording 
goods, their purchase or sale. 

Figure 3.2 shows that if the Cooperative keeps its accounting records at selling prices, 
then it is necessary to account for another element of price -trade mark-up. 

Thus, if goods are accounted for at purchase price, it is necessary to use Account 821 
"Trade Mark-up" in order to account for trade mark-up that is a part of the selling price of 
goods. In case of a sale of goods, one uses liability Account 611 "Revenue from Sales", 
which is credited for the value of goods sold to buyers (no VAT or excise taxes), and asset 
Account 711 "Cost of Sales'; which is debited for the book value of the goods sold. 

In accounting for goods the following accounts are used: 217 "Goods'~ 821 "Trade 
Mark-up" and 822 "Return and Allowances on Goods Sold". 

Price of the manufacturer 
Total amount that manufacturer 

I I receives from sales or the 
- purchase price paid by the 

merchant 

merchant 
Amount that the 

- merchant collected 
- from sale 

Scheme 3.2. Categories of Prices Used for Valuation of Goods 
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Account 217 "Goods" is used for accounting for availability of and movement in goods in 
warehouses, as well as in retail trade entities or in public catering. This is an asset account and 
is debited for the initial cost of goods: 

that have been purchased from suppliers in relation to the credit of accounts 
521 "Short-term Trad~ Liabilities': 522 "Short-term Liabilities to Related Parties" 
at the acquisition cost without VAT; 
together with expenses relating to the acquisition of materials by crediting accounts 
521 "Short-term Trade Liabilities': 522 "Short-term Liabilities to Related Parties': 
812 "Auxiliary Prodrtction': 539 "Other Short-term Liabilities", 533 "LLiabilities on 
Insurance': 531 "Li~~bilities to Employees on Remuneration of Labor", etc.; 
introduced as a non-cash contribution to the statutory capital by crediting Account 
31 3 "Unpaid Capitctl"; 
received as donation or free of charge by crediting Account 622 "Financing Income"; 
recognized as surpluses determined by physical count by crediting Account 
612 "Other Operating Income"; 
as a trade mark-up related to the received goods, which is a part of selling price, in 
case these goods are recorded at the selling price by crediting Account 821 "Trade 
Mark-up"; 
for the value of goods returned at the estimated price of their use by crediting Account 
822 "Return and Allowance on Goods Sold". 

The credit of Account 21 7 "Goods" shows the book value of goods disposed of in several 
possible ways: 

by sale in relation to Account 711 "Cost of Sales"; 
as shortages recognized as a result of physical count and due to perishable nature of 
goods - by debiting Account 714 "Other Operating Expenses"; 
for the trade mark-up related to goods sold in case when accounting is kept at a selling 
retail price - by debiting Account 821 "Trade Mark-up"; 
for losses from calamities - by debiting Account 723 "Extraordinary Losses"; 
for the difference between actual price and net realizable value by debiting Account 
714 "Other Operating Expenses". 

The balance of Account 217 "Goods" is debit and it represents the book value of goods 
that are available in stock at the end of the reporting period. 

Example 3.6. Recording Transactions for Acquisition of Goods (accounting is kept at 
selling retail price) 

At the beginning of the month, Cooperative "Doina" has goods of book value which 
amounts 58,400 lei. The trade mark-up on the stock available is 8,750 lei. During the 
reporting period, there were purchased goods of purchase price - 33,600 lei, the value added 
tax on goods purchased - 6,720 lei, the trade mark-up used by the Cooperative is 23 %. The 
goods were sold against cash. The value of goods sold at the selling retail price, including 
VAT, is 79,800 lei. 
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Table 3.9 

Entries on Goods Availability and Movement 
(lei) 

15. 1 Recording sales, including VAT 1 241 1 611 ( 66,5001 

No. 

1. 

2. 

3. 
4. 

Contents of transactions 

Recording trade mark-up on goods at the beginning 
of the month 
Recording cost of goods purchased from suppliers 

Recording value added tax on goods purchased 
Recording trade mark-up on goods purchased 

6. 

At the end of the reporting period (month), in order to summarize information on goods, 
there may be opened the Journal of Transactions (form S-1) - in case accounting is kept 
based on the Simplified Accounting System or in the Ledger Account 217 "Goods" (form S- 
3), in case the Complete Accounting System is used for accounting for goods. 

Information on availability of goods at the end of the reporting period is recorded in 
section "Goods" (line 220) from the Balance Sheet. 

7. 
8. 

' At the end of the reporting period an average percentage of price differences (trade mark-up) is determined 
(8,760 + 7,728) : (66,500 + 41,988) x 100 % = 15.198 % (41,988 lei represents goods at the end of month valued 
at the selling price). Then the trade mark-up on goods in stock is calculated as a product of the average 
percentage and the value of goods available in stock at the end of the period 
(15.198 x 41,988) : 100 % = 6,381 lei. The trade mark-up on goods sold is determined as a difference between 
trade mark-up preliminarily calculated (16,488) and the trade mark-up on goods available in stock 
(6,381) = 10,107 lei. 

The book value (actual cost) of goods sold is calculated as a difference between selling price of goods without 
VAT and the trade mark-up on goods sold (66,500 - 10,107) = 56,393 lei. 

21 7 
534 
21 7 

Recording trade mark-up on goods sold' 

Amount 

8,760 

Entries 

Recording book value of goods sold 
Recording trade mark-up on goods in stock 

Debit 

21 7 

521 
521 
82 1 

241 
821 

Credif 

82 1 

33,600 
6,720 
7,728 

71 1 
21 7 

534 
21 7 

13,300 
10,107 

21 7 
821 

56,393 
(6,381) 



Chapter 4. Accounting for Cash and Settlements with 
Accountable Individuals 

Objectives of this Chapter: 

Definition and classification of cash composition. 
Examine the procedure for documenting and recording cash in the cashier's office 
and in bank accounts. 
Describe the procedure for documenting and recording settlements with accountable 
individuals. 

4.1. Definition and Classification of Cash 

During its ordinary activities, besides material values, the Cooperative generates cash, 
which represents an asset of high liquidity. 

In accounting and in financial statements, cash is classified according to the following 
criteria: 

a) depending on its currency: 
cash in national currency; 
cash in foreign currency; 

b) depending on the form and on the place of storage: 
cash in hand; 
money in accounts (for payments by check); 
other cash (cash documents, etc.); 

c) depending on possibility of its use: 
non-restricted cash; 
restricted cash. 

Restricted cash is cash owned by the Cooperative, which, however, may not be used for 
certain reasons. This includes balances of sequestered bank accounts, blocked accounts until 
certain circumstances are clarified, as well as compensating balances of cash accounts that 
represent the minimum amount of money required in bank accounts as a security for credits 
received. The amount of compensating balance is determined under a mutual agreement with 
the bank, depending on terms of the credit agreement. 

Non-restricted cash is cash that is owned by the Cooperative and can be used freely by it. 
The most exact classification of cash by various criteria for proper accounting is presented 

in Figure 4.1. 



Figure 4.1. Cash Classification 
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4.2. Documc.nting and Accounting for Cash in the Cashier's Office 

Accounting fat. cash in the cashier's office, its safeguarding and recording is based on 
Regulations on Cash Transactions in National Economy of the Republic of Moldova 
approved by the Government Decision No.764 as of November 25, 1992, and on any 
subsequent modi fi  :;i!ions and additions. 

A cashier or ai-countant, with whom the Cooperative shall conclude an agreement on 
financial responsibility, carries out cash transactions. 

Cash from banks is given only to the cashier of the Cooperative, with whom the 
Cooperative shall conclude an agreement on entire financial responsibility without the right to 
entrust cash transactions to other persons. In case the cashier gets hislher discharge 
unexpectedly, the cash is immediately counted by a new cashier, who receives the cash and 
documents it in the presence of the Manager and Chief Accountant of the Cooperative or in 
the presence of a Committee composed of persons appointed by the Cooperative's Manager. 
The results of counting are recorded in the Report orz Cash Count and Cash Documents. 

According to the legislation in force, a cashier is a financially liable individual. 
Before opening the cashier's office and the safes, the cashier is obligatory to verify 

integrity of locks, doors, etc. In case any deterioration is detected, the cashier is obliged to 
report to the Chief Accountant and the Cooperative's Manager, who, after the fact has been 
ascertained, communicates the fact to corresponding internal affairs bodies, and undertakes 
measures to watch the cashier's office until the police arrive. 

Upon a permission given by the internal affairs bodies, the Cooperative's Manager, Chief 
Accountant or persons who represent them, as well as the cashier verify the availability of 
cash and other values safeguarded in the cashier's office. The results of checlung are recorded 
in a report signed by all persons who participate in the check. 

Upon receipt of cash, the following source documents are filled in: 
checks from a check book, which is issued by the bank that serves the Cooperative 
based on an application. The cheque indicates the recipient of the amount requested 
(for example, the payment for salaries for the corresponding period) and the following 
information is filled in: date, signatures of the Manager and Chief Accountant, 
identification card information of the person who receives the cash and stamp. The 
right part of the check is tom out and remains in the bank, whereas the receipt remains 
in the cheque book; 
cash receipt order with a receipt, which is filled in the same way, and signed by the Chef 
Accountant and cashier and is certified with the Cooperative's stamp. The receipt tom out of 
the cash receipt order is given to the person who paid the money to confirm that the related 
amount has been deposited. 

When cash is given out, the following source documents are filled in: 
voucher, that can be accompanied by the defraying report of experzses in case the cash 
is given out to settle liabilities with accountable individuals; 
payroll in case settling liabilities with employees. 

The stamp of the Cooperative is put on these documents, and the Cooperative's Manager 
and Chief Accountant sign them. 

When individuals receive cash, they should present identity documents. The cashier 
indicates the number of the document, the date of its issue and who has drawn it up, in 
vouchers. 

When the payment term has expired, the cashier shall calculate the amounts actually paid 
and those unpaid, put a stamp or note "Deposit" against the names of individuals who have not 
been paid in the payroll, and fi l l  in Register of Anlounts Deposited; at the end of the list, the 
cashier shall write the actual payments and deposits. 

The receipt and disposal of cash by orders may be carried out only on the day when the 
transaction takes place, which shall be signed by the cashier and stamped with "Paid" or 
"Received" by the cashier upon cash receipt or disposal. 

Cash receipt and payment orders are recorded in the Receipt Order and Voucher Register, 

BEST AVAILABL E COPY 
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When cash is transferred to the settlement account, Cash Disbursernetit Note is filled in, 
where it is stated its number, date, who pays, the bank's name, the recipient's name, and the 
amount of the payment. 

At the end of each working day, the cashier copies the data from cash disbursement and 
receipt documents to Cash Register, in which cash receipt and payment transactions are totaled 
and the cash balance for the cashier's office is calculated. Cash Register is filled in by the 
cashier in two copies using a carbonlcopying paper and filled in by a biro or pen. The first copy 
is kept in the cash register, and the second is tom out and used by the cashier in his report for 
the Accounting Department. The Accounting Department receives source documents against 
receipts together with the torn-off page, acknowledging this fact by the corresponding 
inscription in the Cash Register. 

The Cash Register should be sown, sealed, numbered and signed. The Cash registered is 
filled in separately for national and foreign currencies. No corrections or erasures are allowed in 
the Register. 

For the purpose of sum~narizing information on availability of and movement in cash in 
national and foreign currencies, the cashier uses Account 241 "Cash". 

Account 241 "Cash" is an asset account, in its debit all cash receipts at the cashier's 
office are recorded, and in its credit - cash disbursements. Its balance is debit, and it 
represents the cash available in the cashier's office at the period end. 

The following sub-accounts can be opened within Account 241 "Cash": 
2411 "Cash in National Currency"; 
2412 "Cash in Foreign Currency",- 

* 2413 "Restricted Cash". 
Sub-account 2411 "Cash in National Currency" shows cash transactions in national 

currency. 
Sub-account 2412 "Cash in Foreign Currency" shows cash transactions in foreign 

currency. On the territory of the Republic of Moldova, cash settlements in foreign currency 
are not allowed. Cash in foreign currency is usually used to make prepayments in the 
appropriate currency in case a representative of the Cooperative goes abroad. In order to show 
separately cash movements in foreign currency in the Cooperative, the Cash Register and 
source documents are kept separately for each currency involved. 

Sub-account 2413 "Restricted cash" is opened in cases when cash in the cashier's office 
is seized, blocked, pledged as security, or in other similar cases. 

Cash received at the cashier's office is recorded in accounting by the following entry: 
Dt 241 "Cashm-for total amount of cash; 
Ct 221 "Slzort-term Trade Receivables" - for the amount of cash stated in payment 

documents received from non-members of the Cooperative; 
Ct 223 "Short-term Receivables from Related Parties" - for the cash stated in payment 

documents received from members of the Cooperative; 
Ct 227 "Short-term Receivables from Employees" - for the cash deposited by the 

Cooperative's employees; 
Ct 242 "Settlement Account" - for the cash received from the settlement account of the 

Cooperative; 
Ct 611 "Revenue from Sales" - for the cash received from goods sold and services rendered 

(without VAT and excise taxes); 
Ct 612 "Other Operating Income" - for the cash received from sale of other current assets 

(without VAT and excise taxes) and in the form of fines, penalties, and compensations; 
Ct 621 "Investing Income" - for the amount of cash received from sale of long-term assets 

(without VAT and excise taxes); 
Ct 622 "Financing Income" - for favorable differences relating to the balances in foreign 

currency in the cashier's office of the Cooperative; 
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Ct 623 "Extraordinary Income" - for the amount of losses incurred as a result of 
extraordinary events, set off; 

Ct 534 "Liabilities on Settlements with the Budget" - for the amount of VAT and excise 
taxes received from services rendered. 

Cash payments will be recorded in accounting by the following entry: 
Dt 227 "Short-term Receivables from Employees" - for the amount of prepayment issued 

for settlement with the Cooperative's employees; 
Dt 242 "Settlement Account" - for the amount of cash deposited in the settlement account 

of the Cooperative; 
Dt 521 "Short-term Trade Liabilities" - for the mount paid to suppliers who are not members 

of the Cooperative; 
Dt 522 "Short-term Liabilities to Related Parties" - for the mount paid to the suppliers who 

are members of the Cooperative; 
Dt 713 "General and Administrative Expenses" - for the current expenses covered by the 

cashier's office; 
Dt 722 "Expenses of Financing Activities" - for the amount of unfavorable differences in 

foreign exchange rates relating to balances of cash in foreign currencies; 
Ct 241 "Cash" - for the total amount of cash given out from the cashier's office of the 

Cooperative. 

According to the regulations in force, the physical count of the cashier's office can be 
carried out suddenly by a special committee, which is composed of minimum three 
individuals. The physical count is carried out at least once in three months. During the 
physical count, all cash and other values placed in the cashier's office are counted. It is 
forbidden to keep cash in the cashier's office, which does not belong to the Cooperative. In 
case there is any extra cash detected, it is recorded as a receipt by issuing cash receipt order 
and it remains in the Cooperative. 

The following situations may arise during the physical count: 
Accounting data coincide with those detected by the physical count; 
Accounting data do not coincide with those detected by the physical count. As a result, 
deficits or surpluses of cash or other values can be detected. 

The results of count are documented in a report. 
Examples on how the results of count are shown in accounting are presented below. 

Example 4.1 

Upon cash count, there was cash deficit detected in the cashier's office of BC "L6pti~or- 
Com" in amount of 2,789 lei. All the deficits have been charged to the cashier, who will 
reimburse the deficits in the following way: 40 % of the deficits detected- in cash upon 
detection, and 60 % - as deductions from his salary during the future 5 months. 

BC "LZpti~or-Corn" makes the following entries: 
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Table 4.1 

Entries on Results of Cash Count in the Cashier's Office 

1 No. I Contents of .Transactions 

2. Recording deficits charged to the cashier, 1 which are going to be covered in the following 

1. 

I I reporting periods: 
the current one 

Accounts 

the jkture ones I 1 Total 

Amount I 

Recording cash deficits detected by count 

13. (Recording the amount paid by the cashier in 1 1 1 1 

Debit 
71 4 

I i the salary of the cashier (during the following 
five months ) I 531 i 227 I 334.6 I 

4. 

Cash surpluses, detected in the cashier's office by count, are recorded as income by the 
following entry: 
Dt 241 "Cash",- 
Ct 612 "Other Operating Income". 

Credit 
241 

At the end of the month, all the information is summarized based on source documents in: 
Journal of Transactions (form S- 1) or the Worksheet of Cash and Investments (form 
S-6) - in case the Cooperative uses the Simplified Accounting System or 
Register Opened for Summary Account 241 "Cash", in which balances at the 
beginning and at the end of the month, debit and credit footings, information relating 
to when a transaction took place and the document's number are recorded - if the 
Cooperative uses the Complete Accounting System. 

2,789 

cash 
Monthly recording of the amount withheld from 

4.3. Accounting for Cash in the Settlement Account 

In order to keep free cash temporarily, to make payment of and to receive cash, the 
Cooperative opens a settlement account. This facilitates cash circulation, avoids delays while 
making settlements with the public, other enterprises, institutions, organizations, irrespective 
of their legal organizational form. 

The procedure for making payments using a settlement account is regulated by the 
Regulation on Settlements by written Order in the Republic of Moldova No.25111-22 of 
July 12, 1996 with subsequent modifications and additions and the Regulation on Opening 
and Closing Accounts with Banks of the Republic of Moldova No.415 of December 30, 
1999. 

Relations between the Cooperative and a bank are stipulated by contract. The Cooperative 
selects the bank of its choice. It can carry out its bank transactions in one or several banks. 

Settlements by written orders are carried out via a cash bank transfer from accounts of the 
payee to the account of the recipient with the help of various bank transactions that will 
replace cash. Using this format, there are carried out not only settlements with suppliers for 
material goods received or buyers for services rendered, but also settlements with the budget 
in relation to taxes, other debtors and creditors, subsidiaries, etc. 

1,116 241 22 7 
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According to the legislation in force, each Cooperative can have many settlement accounts 
in national currency. For newly created Cooperatives, before they are registered, temporary 
settlement accounts are opened. 

In order to open a settlements account, the Cooperative presents the following documents 
to the bank: 

application to open un account; 
registration certificate of the Cooperative; 
copy of the statute; 
copy of the foundation coiztrcict of the Cooperative; 
specimen book of sigizut~u-es and stamp print; 
other documents at tlze bank's request. 

These documents are kept in the account's register. After the decision of opening a 
settlement account is taken, a contract on cash transactions and settlements is concluded. 

The Cooperative manages resources in its settlement accounts by itself. The only 
payments that can be made without the Cooperative's approval are those based on 
govemment demand or court orders for payment of delinquent taxes, debts, etc. 

Cash is given out, and transfers are made by the bank in accordance with standard bank 
documents that are authorized by the signatures of individuals, whose signature samples were 
presented to the bank, and by its seal. 

Transactions on cash receipts and payments tolfrom the settlement account may be 
documented through the following source documents: 

Cash payment order; 
Treasury payment order; 
Payment on govemment demand or court orders; 
Note on receipt of cash; 
Request for payment order; 
Letter of credit; 
Check. 

Payment documents are filled out within the limit or above the limit of the balance of the 
settlement account. If the balance is zero, a commercial bank concludes an OVERDRAFT 
contract of credit. In case there is not enough cash in the account, these documents go to the 
bank's file No.2 "Settlement Documents Non-paid on Time". These payments are made in 
chronological order, while the priority is given to the liabilities arising from settlements with 
the Budget and the National House of Social Insurance. 

Cash receipts are recorded in the settlement account only after these amounts have been 
written off from the balance of the payer. 

The money transfers are based on the documents that should have the following 
identification information: 

title of tlze settlement document; 
number of the settlement document; 
date, month and year of issue; 
the amount transferred in letters andfigures; 
izalne of the economic entity - payer; 
name of the bank-payer, the code and account of tlze economic entity-payer; 
name of the econoinic entity-recipient; 
name of the bank-recipient, the code and account of the economic entity-recipient; 
destination of payment (number, date and year of the contract or of any other 
document that coizfirms delivery of goods or rendering of services); 
signatures, notes, stamp print of the bank and of economic entity that issues a 
settlement document. 



Chapter 4. Accounting for Cash and Settlements with Accountable Individuals 

All source documents filled-in in one, two or three days (depending on the volume of 
transactions carried out) are annexed to the bank statement of account that is given to the 
Cooperative. 

The bank statement of account contains the following information: the date, month and 
year when transactions are carried, the initial balance of cash, the number of settlement 
account, type of the transaction, the amount recorded in every payment or receipt document, 
the cash balance at the end of the day and other data codified by the bank. 

The Accounting Department verifies the truthfulness of the transactions carried out based 
on the documents annexed to the bank statement of account. 

After bank statements of account have been updated, the information on availability of 
and movement in cash in national currency is summarized in the Cooperative's accounting. In 
order to do this, one uses asset Account 242 "Settlement Account". The debit of this account 
shows the receipt of cash in national currency, and the credit shows the use of cash. The 
balance of this account is debit and represents cash in the settlement account at the end of the 
reporting period. 

The following sub-accounts can be opened within Account 242 "Settlement Account": 
2421 "Non-restricted Cash"; 
2422 "Restricted Cash", which is used to maintain accounting for seized, blocked, 
pledged as security cash, in a separate way. 

Receipts in the settlement account of the Cooperative are recorded by the entry: 
Dt 242 "Settlement Account" - for total cash; 
Ct 221 "Short-term Trade Receivables" - for cash received from non-members of the 

Cooperative; 
Ct 223 "Short-term Receivables from Related Parties" - for cash received from members 

of the Cooperative; 
Ct 611 "Revenue from Sales" - for the amount of cash received for goods sold and services 

rendered (without VAT and excise taxes); 
Ct 612 "Other Operating Income" - for cash received from the sale of other current assets 

(without VAT and excise taxes) and in the form of fines, penalties, compensations, lease 
payments (in case of a finance lease); 

Ct 621 "Investing Income" - for cash received from sale of long-term assets (without VAT 
and excise taxes); 

Ct 623 "Extraordinary Income" - for the amount of losses compensated as a result of 
extraordinary situations; 

Ct 534 "Liabilities on Settlements wifh the Budget" - for the amount of VAT and excise 
taxes received from rendering services; 

Ct 241 "Cash" - for cash received from the cashier's office of the Cooperative; 
Ct 523 "Short-term Prepayment Received" - for cash received as a short-term prepayment. 

Payments from the settlements account are recorded by the entry: 
Dt 241 "Cash" - for the amount of cash given to the cashier's office of the Cooperative; 
Dt 521 "Short-term Trade Liabilities" - for the amount of liabilities settled with the 

suppliers who are not members of the Cooperative; 
Dt 522 "Short-term Liabilities to Related lp&s"- for the amount of liabilities settled with 

the suppliers who are members of the Cooperative; 
Dt 534 "Liabilities on Settlements with the Budget" - for the amount of liabilities settled with 

the budget; 
Dt 533 "Liabilities on Insurance" - for the amount of liabilities settled with the National 

House of Social Insurance; 
Dt 713 "General and Administrative Expenses" - for cash paid for telecommunication, 

bank services, legal fees, etc.; 
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Ct 242 "Settlement Account" - for total cash transferred. 

At the end of the month all the information is summarized based on source documents in: 
Journal of Transactions (form S-1) or the Worksheet of Accounting for Cash and 
Investments (form S-6) - in case the Cooperative uses the Simplified Accounting 
System; 
Register Opened for Summary Account 242 "Settlement Account", in which the 
balances at the beginning and at the end of the month, debit and credit footings, the 
dates of the economic transactions, the number of documents are indicated - in case 
the Cooperative uses the Complete Accounting System. 

4.4. Documenting and Accounting for 
Cash in Foreign Exchange Account and Other Bank Accounts 

In order to keep cash and make settlements in foreign currency, the Cooperatives can open 
a foreign exchange account with an authorized bank, and have the right to conduct settlements 
in foreign currency in case: 

of carrying out current international operations; 
payments are conducted to settle debts in foreign currency that are related to import 
of goods and materials; 
reimbursement of credits in foreign currency; 
money in foreign exchange account have been recorded as a result of a current 
international activities, bought from the domestic foreign exchange market, or 
recorded in a different manner that complies with the legislation of the Republic of 
Moldova; 
other cases that coinply with the legislation. 

In order to open a foreign exchange account, the Cooperatives should present the same 
documents as they do to open a settlement account (please, see paragraph 4.3). It is allowed to 
open accounts with banks in currencies that are convertible in the Republic of Moldova. 

A contract on service between the bank and Cooperative is concluded, where the list of 
services rendered by the bank, commission fees, conditions for money placement, the rights 
and liabilities of the parties, etc. are provided. 

Each Cooperative should open an analytical foreign exchange account by types of 
currency. Thus, an analytical foreign exchange account is opened in the bank by types of 
currency that the Cooperative uses to carry out its transactions. 

The Cooperatives may conduct payments abroad only by transfer, presenting documents, 
that confirm the necessity to conduct these payments, to an authorized bank (copies of 
contracts, bills of lading, invoices, customs documents, etc.). 

A foreign currency can only be given out in cash as a payment of expenses incurred on 
business trips and transportation costs and customs relating to business trips. 

When conducting transactions in foreign currency, their recording in accounting needs 
setting up a lei equivalent (or recalculation) of amounts expressed in a foreign currency. In 
compliance with NAS 21 "The Effect of Changes in Foreign Exchange Rates", the 
recalculation is carried out based on the official exchange rate of the Moldovan lei to the 
currencies of other states, which is set by the National Bank of Moldova at the corresponding 
date. In case a transaction is conducted in a foreign currency, the exchange rate against the 
Moldovan lei of which has not been set by the National Bank of Moldova and the rate has not 
been issued, the recalculation in lei is carried out in two steps: 

at first, the amount received or paid in a foreign currency is transformed into a 
convertible currency (for example, in US dollars). In order to do this, one uses the 
direct exchange rate of the currencies; 



Chapter 4. Accounting for Cash and Settlements with Accountable Individuals 

then, the amount obtained in the convertible currency is recalculated in the national 
currency of the Republic of Moldova according to NAS 21 "The Effect of Changes in 
Foreign Exchange Rates". 

According to the general rules set up by the provisions of NAS 21 "The Effect of 
Changes in Foreign Exchange Rates", the date of the foreign exchange transaction is 
considered the day when [he Cooperative gains the right to account for it in compliance with 
the legislation or the contract. 

If there is no money in the foreign exchange account for 6 months, the bank, that the 
account is opened with. has the right to close it, preliminarily informing the holder of the account. 

Sale or purchase of foreign currency is carried out, according to the Decision of the 
Cooperative in the amount specified. When selling currency, an applicatioiz for selling 
foreign currency is prepared, and when buying it, an application for buying foreign currency 
is prepared. When selling or buying a foreign currency, a foreign exchange rate difference 
appears between the National Bank exchange rate and selling exchange rate set up by the 
related bank, which is the bank's revenue and it is shown as a loss in the economic entity's 
accounting. 

As transactions have been conducted, the bank provides the Cooperative with bank 
statement of the foreign exchange account, where the date, the official exchange rate, the 
currency code, the currency name, the amount at the beginning and the end of the day, and the 
debit and credit activities are shown. 

Based on the documents annexed to the bank statement, the accuracy of the transactions 
carried out is fulfilled and is recorded in summary accounts. 

In order to summarize information on availability of and movement in cash in foreign 
currencies, asset Account 243 "Foreign Exchange Account" is used. The debit of this 
account shows inflow of foreign currency, and the credit shows the outflow of foreign 
currency. The balance of the account is debit and it represents the amount of foreign currency 
at a certain date. The following sub-accounts can be opened within this account: 

2431 "Domestic Foreign Exchange Accounts"; 
2432 "Foreign Exchange Accounts Abroad': 
2433 "Restricted Foreign Currency". 

Analytical accounting records within this account are kept by different currencies and by 
banks. Receipt and disbursement of foreign currency in the foreign exchange account are 
authorized through a SWIFT message, which shows the payer's bank and the payer, the 
payee's bank and the payee, the amount of foreign currency, date and other information 
relating to the transfer. 

Transactions on cash receipt in the foreign exchange account are shown in accounting of 
the Cooperative by the entry: 
Dt 243 "Foreign Exchange Account; 
Ct 221 " Short-term Trade Receivables"; 
Ct 223 "Short-term Receivables from Related Parties"; 
Ct 224 "Short-term Prepayments Made"; 
Ct 227 "Short-term Receivables from Employees"; 
Ct 228 " Short-term Receivables on Income Accrued"; 
Ct 229 "Other Short-term Receivables". 

For the amount of disbursements made from the foreign exchange account: 
Dt 51 1 "Short-term Bank Credits"; 
Dt 513 "Short-term Loans"; 
Dt 522 "Short-term Liabilities to Related Parties"; 
Dt 523 "Short-term Prepayments Received"; 
Dt 539 "Other Short-term Liabilities"; 
Ct 243 "Foreign Exchange Account". 
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The exchange differences may occur in the course of ordinary activities of the 
Cooperative, as a result of modification of the official exchange rate, within the period 
between the date when a transaction is made, and the date of payment (that is, the date of a 
partial or complete settlement of short-term receivables or liabilities) or the date of 
presentation of financial statements. 

Such differences can be: 
favorable; 
unfavorable. 

The exchange differences can be shown in accounting in the following manner: 
Dt 243 "Foreign Exchange Account" - for the amount of favorable exchange differences, 
Ct 622 "Revenue from Financial Activity", sub-account 6223 "Revenue from Exchange 

Differences" - for the amount of favorable exchange differences; 

Dt 722 "Financial Activity Expenses", sub-account 7223 "Expenses Arising from 
Exchange Differences" - for the amount of unfavorable exchange differences, 

Ct 243 "Foreign Exchange Account" - for the amount of unfavorable exchange 
differences. 

The information shown in analytical and summary registers of settlements and foreign 
exchange accounts of each Cooperative is organized by types of activity for the purpose of 
preparing the Cash Flow Statement. 

Besides the settlements and foreign exchange accounts, the Cooperative can open other 
accounts with the bank, in which it can record information on availability of and movement in 
cash in both national and foreign currencies, letters of credit, limited checkbooks, credit and 
magnetic cards. In order to summarize information on availability of and movements in cash 
in letters of credit, limited checkbooks, credit and magnetic cards, asset Account 244 "Special 
Bank Accounts" is used. The debit of the account shows the inflow of cash into special bank 
accounts, and the credit shows the outflow of cash. The balance of the account is debit and it 
represents the balance of cash that has not been used, recorded in letters of credit, in limited 
checkbooks, credit and magnetic cards at a certain date. 

4.5. Documenting and Accounting for Settlements with Accountable 
Individuals 

The procedure of delegation of employees is stipulated by the Regulation on the 
Procedure for Sending Employees of Enterprises, Institutions and Organizations of the 
Republic of Moldova on a Business Trip, approved by the Decision of the Government of 
the Republic of Moldova No.805 of November 7, 1994, together with all subsequent 
modifications and additions, and the Regulation on Business Traveling of Employees of 
Institutions and Economic Entities Abroad, approved by the Decision of the Government 
of the Republic of Moldova No.613 of September 4, 1995, together with all subsequent 
modifications and additions. 

Business trips are considered dislocation of employees, based on the order of the 
Cooperative Manager, for a certain period of time, in a different place for a certain business 
mission. 

Business trips of employees, permanent work performed on the way or works of mobile or 
strolling nature are not considered business trips. 

The period of a business trip is determined by the Cooperative's Manager, and may not 
exceed 40 days - in case of a trip on the territory of the Republic of Moldova and 2 years - in 
case of a trip abroad, excluding time spend on the way. 
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Departure day for a business trip is the day of departure by train, airplanes, car and other 
vehicles from the permanent work place of an employee, and the day of arrival is the day of 
arrival of the transport means specified at the permanent work place. 

The employee gone for a business trip retains his workplace and average salary over the 
period of the trip, as well as over the time spent on the way. In case the period of the trip 
exceeds 6 months (business trip abroad), the salary of employee remains 75 % of the average 
monthly salary at the workplace. 

Business trip expenses include: 
transportation costs; 
accommodation costs; 
per diem; 
other expenses. 

Transportation costs include: 
two-way transportation costs, including insurance fees, payment for services rendered 
on preliminary sale of tickets, payment for bed linen in train; 
travel expenses in public transportation (except for taxies) 
tilllfrom the station, airport, landing stage, located not in the place of destination. 

The employee should present his travel tickets for recording in accounting of the above- 
mentioned costs. 

In case the employee goes abroad by personal auto transportation, his expenditures on fuel 
and lubricants (according to the itinerary and mileage recorder), road fees and other specific 
costs will be reimbursed according to the justificative documents presented. 

Accommodation costs include payments for obligatory services rendered by hotels in 
compliance with the requirements on room exploitation in hotels (except for "luxury" rooms), 
as well as payments for hotel reservations in amount of 50 % of compensation cost of a place 
for 24 hours according to the documents annexed. The maximum payment for a 24 hour 
accommodation are stipulated in the annex to the Regulation on the Procedure for Sending 
Employees of Enterprises, Institutions and Organizations of the Republic of Moldova on 
a Business Trip and in the annex 2 of the Regulation on Sending out Employees of 
Institutions and Economic Entities Abroad. 

The same way, the costs of renting a living space incurred during the time of a forced stay 
on the way are compensated based on confirmation documents. 

Costs on food, various services, included costs of renting a living space, are settled from 
per diem and are not subject to reimbursement. 

In case the documents that confirm accommodation expenses incurred by an individual 
sent on a mission, are not presented, they are compensated in the amount of 5 lei, if a business 
trip takes place on the territory of the Republic, and in the amount of 5 % of maximum pay set 
for 24 hours, if delegation takes place abroad, excluding the time spent on the way. 

Per diem is a compensation given to the individual on mission to cover current expenses, 
food and transportation costs related to the location where he carries out his activities. 

The amount of per diem for each day of a business trip, except for departure and arrival 
days, is specified in the annex to the Regulation on the Procedure for Sending Employees of 
Enterprises, Institutions and Organizations of the Republic of Moldova on a Business 
Trip and in Annex 1 of the Regulation on Sending out Employees of Institutions and 
Economic Entities Abroad. 

For departure and arrival days, per diem is paid in the amount of 50 % of the maximum 
pay determined. 

Per diem in foreign currency for traveling abroad (except for, in the C.I.S. countries) are 
classified in three categories, depending on the function of an individual sent on a mission, 
the scope and nature of the mission and are given out in the currency of the country of 
destination or, as agreed by the Administration of the Cooperative and the delegated 
employees, in a different currency suitable for both parties. 
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Payment of per diem in foreign currency is made based on a seal applied by the customs 
office in the passport, while crossing the boundary of a country, and in case of a business trip 
to Romania and the C.I.S. countries, it is based on notes made on delegation page and is 
calculated by applying a quotation rate of the National Bank of Moldova at the date when 
prepayment is issued. 

The employee sent on a mission during 5 days, upon his return, presents a report on 
expenses incurred. During the same period of time, a balance of prepayment that was not 
spent is reimbursed. Based on confirmative documents, a defraying report of expenses is 
issued, which shows accommodation and delegation costs incurred in the currency of the 
country of destination and recalculated in the national currency. The recalculation is carried 
out based on the rate indicated in documents issued by exchange offices, which have been 
presented by the employee sent on a mission, and in case there are no such documents, - using 
the National Bank rate at the date, when prepayment was issued. 

Other expenses include expenses that have been incurred, but cannot be included in any 
of the above-mentioned categories of expenses. They are recorded in accounting based on the 
documents presented by the employee sent on mission. 

In order to record the settlements with accountable individuals for expenses incurred by them, 
accounts 227 "Short-tenn Receivables fi-om Employees", sub-account 2272 "Short-tern 
Receivables of A c c o u d l e  Persons" and 532 "Liabilities to Employees for Other Tmnsactions", 
sub-account 5321 "Payables to Accountable Individuals" are used. 

The above-stated settlements are recorded in the following way: 

Variant. The case when a prepayment for a business trip has not been issued. 

Example 4.2 

Employees of BC "Liiptiqor-Com" Aurel Sorbalii and Vasile Plutii have been delegated to 
the BGl?i region for market research purposes during 5 days from October 15 till October 19, 
2001 without a prepayment. The defraying reports of expenses have not been annexed with 
justifying documents. 

The following expenses have been recorded in defraying reports of expenses: 
I )  per diem- 60 lei, including for 15 and 19 October, 7.50 lei each day. [(I5 lei x 0.5) 

x2+ (15 x 3 ) ]  = 15 + 45 = 60lei; 
2) acconzmodation costs (no justzfying documents) - 20 lei (4 x 5). Payment for 

accommodation costs is made by nights when the employees actually spent during the 
business trip. 

Total amount of expenses approved by the Manager, that is going to be refunded to the 
delegate, is 80 lei (60 + 20). 

Table 4.2 

Entries on Recording Settlements with Accountable Zndividuals - 

(lei) 

Contents of transactions w Amount I 1 1. 1 ~ e c o r d i n ~  expenses based on the submitted defraying 1 

1. When payments and settlements of prepayments are made, the following entries are made: 
a) Dt 227 "Short-term Receivables fi-om EmployeesJ\ sub-account 2272 "Short-term 

Receivables of Accountable Persons" - for the amount of prepayment made, 
Ct 241 "Cash" - for the amount of prepayment made from the cashier's office of the 

Cooperative, 

2. 
reports of expenses 
Recording expenses relating to the business trip that were 
  aid from the cashier's ofice 

71 2 

532 

532 

241 

160 

160 
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Ct 242 "Settlement Account" - for the amount of prepayment made from the 
settlements account of the Cooperative, 

Ct 243 "Foreign Exchange Account" - for the amount of prepayment made from the 
foreign exchange account of the Cooperative; 

b) Dt 712 "Marketing and Selling Expenses" - for the amount of expenses according to 
the submitted documents, 

Ct 227 "Short-term Receivables from Employees9< sub-account 2272 "Short-term 
Receivables of Accountable PersonsJ'- for the amount of expenses according to the 
submitted documents. 

2. If the issued prepayment has not been entirely spent, the difference is returned by: 
a) Cash payment: 

Dt 241 ''Cash9< 
Ct 227 "Short-term Receivables from Employees': sub-account 2272 "Short-term 

Receivables of Accountable Persons"; 

b) Withheld from the salary: 
Dt 531 "Liabilities to Employees on Remuneration of hbor9< 
Ct 227 "Short-term Receivables from Employees9< sub-account 2272 "Short-term 

Receivables of Accountable Persons". 

The transactions on settlements with accountable individuals are recorded in: 
Journal of Transactions (form S-1) or the Worksheet of Accounting for Settlements 
with Buyers and Other Debtors (form S-7) - in case the Cooperative uses the 
Simplified Accounting System or 
Journals opened for summary Account 227 "Short-term Receivables from 
Employees" or 532 "Liubilities to Employees for Other Transactions", which shows 
the balances at the beginning and the end of the month, debit and credit activities, the 
dates when economic transactions take place, the document's number, if the 
Cooperative uses the Complete Accounting System. 
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Cha~ter 5. Accounting for Receivables and Liabilities 

Objectives of this Chapter: 

Disclose the composition, classification criteria and measurement method of 
receivables and liabilities. 
Examine the accounting for receivables and liabilities relating to operations of the 
Cooperative. 
Determine and account for Cooperative mark-downs (mark-ups). 
Examine the causes of and accounting for receivables and liabilities. 

As the Cooperative carries out its ordinary activity, it creates a complex and varied system 
of economic relations with buyers and suppliers (that arelare not members of the 
Cooperative), employees, state bodies, other legal entities and individuals. These result in 
receivables and liabilities. 

Receivables include the rights of the Cooperative as a creditor to claim the equivalent cost 
of goods, works and other services from other individuals or legal entities (debtors). 

Liabilities represent payment commitments of the Cooperative to the Budget, suppliers, 
personnel, other creditors that are to be settled within the set terms. 

Receivables and liabilities can be of the following lunds, depending on their maturity date: 
long-term, with a maturity date greater than one year; 
short-term, with a maturity date no more than one year. 

Receivables and liabilities are measured at their par value that is recorded in the related 
documents. The composition of receivables and liabilities, the procedure of their creation and 
settlement are stipulated by the provisions of the Framework for Preparation and 
Presentation of Financial Statements, NAS 5 "Presentation of Financial Statements'; NAS 
17 "Accounting for Leases'; NAS 18 "Revenue". 

5.1. Accounting for Operating Transaction Receivables and Liabilities 

Operating transactions of the Cooperative include transactions for sale (purchase) of 
material goods or rendering (receiving) of services. 

Operating transactions of the Cooperative are classified by entities, which the Cooperative 
has economic relations with, in: 

internal transactions, 
external transactions. 

Internal transactions are transactions conducted by the Cooperative (between the 
Cooperative and its members), and external transactions are the transactions between the 
Cooperative and an individual or a legal entity outside of the Cooperative (the third party). 

Income (expenses) obtained as a result of sale of goods (rendering of services) during 
operating transactions are recognized and recorded in accounting using an accrual basis in 
compliance with the provisions of NAS 3 "Composition of Costs and Expenses" and NAS I8 
"Revenue". The goods purchased (services received) as a result of operating transactions are 
measured and recorded in accounting based on the provisions of NAS 2 ''Inventories" and 
NAS 16 "Accounting for Long-term Tangible Assets". 
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Internal Transactions 

Transactions between the Cooperative and its members are regulated by Law No.73-XV, 
Methodical Instructions on Specific Features of Accounting in Entrepreneurial Cooperatives, 
as well as by contracts concluded between the Cooperative and its members. 

While conducting operating transactions, movement in material goods (rendering and 
receiving services) is documented in various standard and free style source accounting 
documents, that is: 

distance covered records (to settle for fuel and lubricants); 
bill of lading; 
payment order; 
purchase of goods document (if these are purchased from individuals); 
cash register slips; 
business trip certificate; 
report on rendering of services (please, see Annex 4); 
invoice on the value added tax. 

The analytical accounting for short-term liabilities to members of the Cooperative is kept 
by each member in the Account of the Cooperative's Member (please, see Annex 5). 

In order to exercise control over the goods delivered (services rendered) to members of 
the Cooperative within Account 223 "Short-term Receivables from Related Parties", one can 
open accounts of grades IT and III for each member of the Cooperative. 

The analytical accounting for receivables is kept by each debtor in the Account of the 
Cooperative's Member and in journals recommended for economic agents that are not 
business Cooperatives. 

Accounting for income from sales and cost of sales is kept separately by members of the 
Cooperative in the related accounts of grade III opened within accounts 611 "Revenue from 
Sales" and 71 1 "Cost of Sales": 

61121 "Revenue from Sale of Goods to the Cooperative's Members", 
61131 "Revenue from Services Rendered to the Cooperative's Members': 
71121 "Cost of Goods Sold to the Cooperative's Members': 
71 131 "Cost of Services Rendered to the Cooperative's Members". 

Settlements between the Cooperative and buyers, who are its members, usually are not 
carried out simultaneously with the delivery of material goods or rendering of services. As a 
result, receivables from the Cooperative's members to the Cooperative are created. In most 
cases, settlement of these receivables is to take place in the foreseeable future. In order to 
summarize information on availability, creation and settlement of such receivables with 
maturity of less than one year, Account 223 "Short-term Receivables from Related Parties" 
is used. The debit of this account shows receivables from the Cooperative's members, and the 
credit shows their settlement or payment. The balance of this account is debit and it represents 
the amount of receivables from the Cooperative's members at the end of the reporting period 
(please, see the Figure). 

Dt 223 "Short-term Receivables from Related Parties" Ct 
The balance shows receivables from1 
the members of the Cooperative at 
the beginning of the period 

I 

Receivables Recording l~eceivables Settlement 
The balance shows receivables from 
the members of the Cooperative 
members at the end of the period 
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The goods sold (services rendered) to the Cooperative's members based on bills of lading, 
reports on receipt and giving out works, purchase documents, orders, etc, are recorded in 
accounting by the following entries: 

for the selling value (without VAT): 
Dt 223 "Short-term Receivables from Related Parties'; 
Ct 61 1 "Revenue from Sales"; 

for VAT (in case the Cooperative is recorded as a VAT payer): 
Dt 223 "Short-term Receivables from Related Parties'; 
Ct 534 "Liabilities on Settlements with the Budget"; 

for the actual cost of goods sold (services rendered): 
Dt 71 1 "Cost of Sales'; 
Ct 21 7 "Goods9< 
Ct 81 1 "Main Production'; 
Ct 81 2 "Auxiliary Production". 

Settlement of receivables from the Cooperative's members is recorded by the following 
entries: 

with cash: 
Dt 241 ''Cash'; 
Dt 242 "Settlement Account", 
Ct 223 "Short-term Receivables from Related Parties"; 

by exchange for other assets: 
Dt 1 11 "Intangible Assets", 
Dt 123 ''Fixed Assets9< 
Dt 211 "Mate&1s9; 
Dt 21 7 "Goods", 
Ct 223 "Short-term Receivables from Related Parties': 

by charging liabilities of the Cooperative to its members (in case of a settlement by 
way of reciprocal compensation): 

Dt 522 "Short-term Liabilities to Related Parties'; 
Ct 223 "Short-term Receivables from Related Parties': 

by charging to prepayments received: 
Dt 523 "Short-term Prepayments Received'; 
Ct 223 "Short-term Receivables from Related Parties". 

As a result of transactions for purchasing material goods (receiving services), which are 
internal operating transactions, the Cooperative incurs liabilities to its members. In order to 
summarize information on availability, creation and liquidation of such liabilities with 
maturity of no more than a year, Account 522 "Short-term Liabilities to Related Parties" is 
used. The credit of this account shows liabilities to the Cooperative's members, and the debit 
shows the amounts transferred to settle them. The balance of this account is credit, and it 
stands for liabilities to members of the Cooperative at the end of the reporting period (please, 
see the Figure). 

Dt 522 <<Short-term Liabilities to Related Partiesn C t 
The balance shows liabilities to the 
Cooperative's members at the 

Settlement of invoices submitted by 
the Cooperative's members 

beginning of the period 
Accepting invoices from the 
Cooperative's members 
The balance shows liabilities to the 
Cooperative's members at the end of 
the period 
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Accepting for payment of invoices from suppliers, who are members of the Cooperative is 
recorded in accounting by the following entries: 

for the value of assets received (without VAT): 
Dt 21 1 "Materiuls'; 
Dt 213 "Low-value and Short-life Ztems'; 
Dt 21 7 "Goods", 
Ct 522 "Short-term Liabilities to Related Parties9> 

for the value of services received (without VAT): 
Dt 712 "Marketing and Selling Expenses'; 
Dt 713 'General and Administrative Expenses'; 
Dt 811 "Main Production': 
Dt 813 "Zndirect Manufacturing Costs'; 
Ct 522 "Short-term Liabilities to Related Parties". 

recording VAT on payment documents for the cost of goods and serviced received: 
Dt 534 "Liabilities on Settlements with the Budget". 
Ct 522 "Short-term Liabilities to Related Parties". 

Settlement of invoices received from the members are recorded by the following entries: 
with cash: 

Dt 522 "Short-term Liabilities to Related Parties'; 
Ct 241 "Cash'; 
Ct 242 "Settlement Account"; 

by bank credits: 
Dt 522 "Short-term Liabilities to Related Parties'; 
Ct 51 1 "Short-term Bank Credits'; 
Ct 41 1 "Long-term Bank Credits"; 

charging receivables from the members (in case of a settlement by way of reciprocal 
charges compensation): 

Dt 522 "Short-term Liabilities to Related Parties'; 
Ct 223 "Short-term Receivables from Related Parties". 

Settlements between the Cooperative and its members can be made in advance, before the 
delivery (purchase) of material goods or rendering (receiving) services takes place. In order to 
account for short-term prepayments made to the Cooperative's members, as well as short-term 
prepayments received from them for delivering material goods or rendering services, asset 
Account 224 "Short-term Prepayments Made" and liability Account 523 "Short-term 
Prepayments Received" are used. 

Short-term prepayments made (received) are recorded in accounting of the Cooperative in 
the following way: 

for the amount of prepayments made: 
Dt 224 "Short-term Prepayments Made'; 
Ct 241 "Cash'; 
Ct 242 "Settlement Account"; 

for prepayments received: 
Dt 241 "Cash'; 
Dt 242 "Settlement Account", 
Ct 523 "Short-term Prepayments Received". 

Prepayments are then offset for final settlement. The off-set of these amounts is recorded 
by the entries: 
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for prepayments made: 
Dt 522 "Short-term Liabilities to Related Parties", 
Ct 224 "Short-term Prepayments Made9',- 

for prepayments received: 
Dt 523 "Short-term Prepayments Received", 
Ct 223 "Short-term Receivables from Related Parties". 

Example 5.1 

Goods purchased from the Cooperative may be used for future sale or conversion. In case 
the Cooperative's members hand over material goods for their future sale, the Cooperative 
may act in its name (based on Commission Contract) or in the name and on account of the 
Cooperative's members (based on Mandate Contract). 

BC "Vara" purchases sugar beet from Farm "Plai" (a member of the Cooperative) under 
the condition of prepayment in amount of 10,000 lei (both the Cooperative and its member 
are not VAT payers)'. On October 20, 200X, the Cooperative has transferred a prepayment 
on account of the future delivery, and on November 4, 200X, Farm "Plai" delivered sugar 
beet to the Cooperative in the amount of 22,000 lei. On November 15, 200X, Cooperative 
"Vara" transferred, as a final payment, the amount owed to Farm "Plai". 

The following accounting entries o f 3  Cooperative "Vara" are presented in 
Table 5.1. 

Table 5.1 
Entries on Prepayments Made 

(lei) 

If the Cooperative (commissioner) and its member (a mandate offerer) - the owner of 
material goods collaborates as stipulated in the Commission Contract, their delivery is carried 
out by the commissioner at prices set by the mandate offerer. Commissioner states income in 
amount of the commission and transfers cash received from the sale of goods less the 
commission to the mandate offerer. The members of the Cooperative account for material 
goods handed over (before their sale by the Cooperative) in a separate inventory sub-account. 
Material goods received for sale are accounted for by the Cooperative in off-balance account 
923 "Goods Received on Consignment". The analytical accounting for such goods is 
maintained by mandate offerers, who are the Cooperative's members, and within these, by 
types of material goods. 

In case the Cooperative (an authorized agent) and its member (a mandate offerer) 
collaborate based on a mandate contract, delivery, as a rule, is carried out by the owner of 
property (the mandate offerer). At the same time, the member is obliged to provide the 
authorized agent with means that are necessary to carry out the mandate, to reimburse him 
expenses relative to the mandate execution and to pay the authorized agent a fee, if necessary. 

No. 

1. 

2. 
3. 
4. 

I Hereinafter, economic transactions are discussed without VAT. 

89 

Contents of Transactions 

Transferring from the settlement account for 
future delivery 
Purchasing sugar beet from Farm "Plai" 
OfSsetting the amount of prepayment made 
Settlement of invoices to Farm "Plai" for 
sugar beet purchased 

Amount 

10,000 
22,000 
10,000 

12,000 

Entries 
Debit 

224 
21 1 
522 

522 

Credit 

242 
522 
224 

242 
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The authorized agent, who is entitled to carry out such transactions, recognizes income only 
in the amount stipulated by the contract. 

B.C. "Agro-Lux" cultivates sunflower seeds, having at its disposal a shop for processing 
oil-producing raw materials. One of its members has delivered a truck of oil of 10,000 kg to 
the Cooperative, on a commission contract basis. The selling price (price of the mandate 
offerer) for 1 kg is 5 lei. The selling cost of oil received from the Cooperative's inember is 
composed of: 

the price of sunflower oil set by the mandate offerer 50,000 lei, 
commission 5,000 lei. 

According to the contract concluded with the buyer of oil, the delivery has been performed 
on the day when cash is received in the settlement account of the Cooperative; the price being 
5.5 lei per 1 kg of oil. 

As a result of these transactions in the Cooperative's accounting, the following entries 
have been made (please, see Table 5.2). 

Table 5.2 

Entries on Sale According to Commission Contract 
(lei) 

11. l ~ e c e i ~ t  of oil from the Cooperative's member 1 
I No. l Contents of Transactions 

b 

2. 

1 lsellina services 1 223 1 611 1 5.0001 

Amount 1 Entry 

3. 
4. 

Debit 

forfuture sale 
Receipt of cash from the buyer 

Internal transactions of the Cooperative include transactions on handing over of materials 
for processing to the Cooperative's members. In such a case, the Cooperative shows in its 
accounting the materials handed over to processing and related costs in sub-account 2117 
"Materials for Processing" of summary Account 211 "Materials". When handing over 

Credit 

Recording cost of oil sold 
Recording commission for marketing and 

materials for processing, the Cooperative does not recognize income and expenses, since the 
materials are not sold, but remain in the Cooperative's property. Income and expenses are 
determined and recorded in accounting upon the sale of products obtained as a result of 
processing materials. These products are returned to the Cooperative and usually are used for 
sale. The actual cost of such products is determined as debit footing of Account 211 
"Materials", sub-account 211 7 "Materials for Processing" and is charged from the credit of 
this account to the debit of Account 216 "Products". 

923 
242 

5. ~ettlement of the liability to the Cooperative's 
member for oil sold (less commission) 1 522 

The Cooperative's member, who processes the materials of the Cooperative, records them 
in off-balance Account 922 "Materials Received in Processing". He records costs relating to 
processing of materials in managerial accounts (cost of materials handed over for processing 
is not included in costs incurred by the member), recognizes income and expenses together 
with the processing services using the accrual method according to the provisions of NAS 3 
"Composition of Costs and Expenses" and NAS 18 "Revenue". Payment for services of 

923 

242 

223 
6. 

522 
55,000 

50,000 

5,000 

55,000 
55,000 

Ofsetting the commission against liabilities to 
the Cooperative's member 522 
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processing of goods, as stipulated by the Contract, can be made with cash or some processed 
raw materials. 

Example 5.3 

B.C. "Vara" have handed over for processing sugar beet in amount of 150,000 lei to its 
member. The processing cost is 36,000 lei. The Cooperative uses services of a transport 
organization to transport raw materials and products; the transportation costs being 600 lei. 
The transportation costs are settled by transfer. 

The accounting for these transactions in Cooperative "Vara" is presented in 
Table 5.3. 

Table 5.3 

Entries for Transactions on Handing over of Materials for Processing 

(lei) 

No. 

4. l~ecord in~  the actual cost of products obtained as a I 

1. 
2. 

3. 

Contents of Transactions 

Handing over of sugar beet for processing 
Recording the processing costs according to the 
invoice of the Cooperative's member 
Recording transportation costs according to 
invoice 

5. 

External Transactions 

6. 

Settlements between the Cooperative and its buyers and external suppliers for material 
goods delivered (purchased) and services rendered (received) have a nature of trade 
receivables and liabilities. In order to summarize information on availability, creation and 
settlement of such receivables and liabilities with maturity less than one year accounts 221 
"Short-term Trade Receivables" and 521 "Short-term Trade Liabilities" are used. 

External transactions are recorded in accounting as ordinary trade activity in compliance 
with the National Accounting Standards and the Chart of Accounts for Ordinary Activity of 
Enterprises. 

Trade receivables and liabilities can be divided into receivables of and liabilities to foreign 
and local debtors and creditors. 

Amount Account 

2,117 

2,117 

2.117 

result of processing of sugar beet 
Settlement of processing costs 

The analytical accounting for trade receivables and liabilities is kept separately by debtors 
or creditors, depending on their terms of settlement. Procedures for accounting for receivables 
and liabilities are recorded in the following accounting Registers: 

in case of the Simplified Accounting System: 
- Journal of Transactions (form S- 1) or 
- Worksheet of Settlements with Buyers and Other Debtors (form S-7), Worksheet 

of Settlements with Suppliers (form S-9); 
in case of the Complete Accounting System: 

Debit 

Settlement of services rendered by the transport 
organization 

Credit 
2,111 

522 

539 

21 6 
522 

150,000 

36,000 

600 

539 

2,117 
242 

186,600 
36,000 

242 600 
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- related ledger accounts: 221 "Short-term Trade Receivables': 223 "Short-term 
Receivables from Related Parties': 521 "Short-term Trade Liabiliiies': 522 
"Short-term Liabilities to Related Parties". 

- 5.2. Accounting for Cooperative Discounts/Premiums 

According to Article 61, paragraph (3) of the Law No.73-XV, Cooperatives carry out 
delivery (purchase) of material goods and rendering (receiving) services at the same prices 
and rates for its members as well as for the third parties (if the statute of the Cooperative does 
not stipulates otherwise). 

Cooperative discounts/premiums are reductions/increases of prices on goods delivered 
(rates for services rendered) made by the Cooperative to its members or made by its members 
to the Cooperative. Cooperative discounts/premiums are considered internal transactions and 
are announced by an authorized body of the Cooperative at the end of the reporting year. In 
order to do that, one should simultaneously observe the provisions of Article 70 paragraph (I) 
of the Law No.73-XV: 

a) the Cooperative has no balance losses in the year when discounts/premiums were 
made; 

b) owners' capital of the Cooperative is no less than its statutory capital and 
discounts/premiums do not influence this ratio; 

c) the Cooperative is solvent and the payment of discounts/premiums does not result in 
its insolvency. 

The procedure of accounting for discounts/premiums is regulated by the Law No.73-XV, 
as well as by NAS 2 "Inventories': NAS 3 "Composition of Costs and Expenses", NAS 18 
"Revenue9'and the Chart of Accounts. 

The amount of discounts/premiums that is due to a member of the Cooperative is 
calculated proportionally to his actual participation in economic transactions with the 
Cooperative within the period stipulated by its statute. 

Discounts/premiums are recorded in accounting by making the final adjustment entries for 
December of the reporting year and are considered in while determining financial statement 
figures. 

Accounting for di scounts/premiums is maintained separately in accounts of III grade 
opened within accounts 223 "Short-term Receivables from Related Parties" and 522 "Short- 
term Liabilities to Related Parties". 

Discounts/premiums are accounted for depending on the time of their use (before or after 
the annual financial statements have been approved). Adjustment entries for Cooperative 
discounts calculated and allocated before annual financial statements have been approved, can 
be recorded in compliance with Article 62 paragraph (2) of the Law No.73-XV as a decrease 
of receivables from related parties and, as a result, a decrease of income from sales by a 
reverse entry: 

Dt 223 "Short-term Receivables from Related Parties 
Ct 61 1 "Revenue from Sales". 

Adjustment entries on Cooperative mark-ups are recorded in accounting as an increase of 
period costs and of liabilities to related parties by additional entries. Discounts/premiums are 
recorded in the following way: 

Dt 71 1 "Cost of Sales", 
Ct 522 "Short-term Liabilities to Related Parties". 
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In case of discounts/premiums upon approval of annual financial statements, decrease 
(increase) of expenses and income that took place during the preceding year is recorded in 
Account 331 "Adjustment on Results of Prior Periods" by the following entry: 
Dt 331 "Adjustment on Results of Prior Periods", 
Ct 522 "Short-term Liabilities to Related Parties". 

The calculation approved by the authorized body of the Cooperative serves as a 
justificative document for accounting for discounts/premiums: 

Example 5.4 

Agricultural Service Cooperative "Vega" (has 5 founders) delivers fertilizers to its 
members. During the reporting period, 2,000 kg of fertilizers for the price of 10 lei a kg has 
been delivered. During January of the following year, tlze Council of the Cooperative has 
announced discounts of 2 lei per kilogram of fertilizers. The total amount of discounts is 
4,000 lei (2  lei x 2,000 kg). Net sales to Cooperative members are allocated in the following 
way: to Farm "Prut" - 3,000 lei, Farm "Ruta" - 5,000 lei, Company "Cioba'na~" Ltd. - 
7,000 lei, Company "Victoria" Ltd. - 4,000 lei, Company "Soare" Ltd. - 1,000 lei. The 
amount of discounts due to a member of tlze Cooperative is calculated proportional to his 
actual participation in transactions with the Cooperative during the last financial year 
(please, see Table 5.4). 

Calculation of Discounts 
Table 5.4 

(lei) 

In accounting of Cooperative "Vega" the announced discounts are accounted for as 
follows: 
Dt 223 "Short-term Receivables from Related Parties" (4,000 lei), 
Ct 61 1 "Revenue from Sales" (4,000 lei). 

No. 

1. 

2. 

3. 

4. 

Credit balances can appear as a result of reverse entries that record discounts in Account 
223 "Short-term Receivables from Related Parties. This is the case if a discount is given to a 
member of Cooperative, who has settled completely or partially liabilities to the Cooperative 
for the reporting period when the discount is used. According to provisions of NAS 5 
"Presentation of Financial Statements", the offset of assets and liabilities is not allowed. In 
such a case, the entries on transferring credit balance from Account 223 "Short-term 
Receivables from Related Parties" to Account 522 "Short-term Liabilities to Related 
Parties" are made: 
Dt 223 "Short-term Receivables from Related Parties"; 
Ct 522 "Short-term Liabilities to Related Parties". 

Description 

Net sales of the 
Cooperative 
Weight of actual 
participation in 
transactions with the 
Cooperative, % 
The announced 
discounts 
Net sales adjusted 
(line 1 - line 2) 

Total 

20,000 

100 

4,000 

16,000 

, . 

Including 
Farm 
"Pru t " 

3,000 

15 

600 

2,400 

Farm 
"Ruta" 

5,000 

25 

1,000 

4,000 

LLC 
"Soare" 

1,000 

5 

200 

800 

LLC 
"Ciobrina$" 

7,000 

35 

1,400 

5,600 

LLC 
"Vktoria" 

4,000 

20 

800 

3,200 
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This adjustment entry shows liabilities to members of the Cooperative on the announced 
discounts. 

Settlement of liabilities to its members on the accrued discounts/prerniums can be made in 
cash. The following entry is made: 
Dt 522 "Short-term Liabilities to RelQted Parties'? 
Ct 241 "Cash'? 
Ct 242 "Settlement Account". 

Upon approval of the Council of the Cooperative and of each shareholder, the settlement 
of liabilities of the Cooperative to its members can be made with non-monetary assets and is 
recorded in accounting as an ordinary trade transaction: 

for selling value (without VAT): 
Dt 223 "Short-term Receivables from Related Parties'; 
Ct 61 1 "Revenues from Sales'? 

for the amount of VAT (in case the Cooperative is registered as a VAT payer): 
Dt 223 "Short-term Receivables from Related Parties'; 
Ct 534 "Liabilities on Settlements with the Budget'? 

for actual cost of goods sold: 
Dt 71 1 "Cost of Sales", 
Ct 21 7 ''Goods9? 

settlement of liabilities of the Cooperative: 
Dt 522 "Short-term Liabilities to Related Parties'; 
Ct 223 "Short-term Receivables from Related Parties". 

Upon a request of a member of the Cooperative, his discounts/premiums can be 
capitalized as his share or can become a loan made to the Cooperative based on a contract 
concluded in the written form. In this case the following entry is made: 
Dt 522 "Short-term Liabilities to Related Parties'; 
Ct 311 "Statutory Capital'; sub-account 3112 "Other Capital Agreed'; 
Ct 413 "Long-term hans9< 
Ct 513 "Short-term Loans". 

If a member has a financial liability to the Cooperative, his discounts/prerniums can be 
used to settle his debt based on the order of the Manager. Offsetting liabilities against the 
accrued discounts/premiums is made by compensating reciprocal liabilities and is recorded as 
follows: 
Dt 522 "Short-term Liabilities to Related Parties9< 
Ct 223 "Short-term Receivables from Related Parties". 

Example 5.5 

On January 20, 200X, Cooperative "Ara" announced discounts/premiums for the 
preceding reporting year in compliance with the Decision of the Council. The total amount of 
the announced discounts is 8,000 lei, and of premiums - 7,000 lei. Cooperative "Ara" has 6 
founders. Liabilities of the Cooperative on discounts and premiums announced are presented 
as follows: 
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Announced Discounts Announced Premiums 
Fam "Guru Bicului " - 2,000 lei; LLC "Crit" - 4,400 lei; 
Farm "Siiteasca " - 2,500 lei; LLC "Strugura~" - 1,600 lei; 
LLC "Spectru" - 3,500 lei; Farm "Orizont " - 1,000 lei. 

In the second quarter of 200X, the liabilities of the Cooperative on discounts and 
premiums have been settled in the following way: cash by transfer - 2,000 lei (Farm "Gura 
Bricului") and in ready cash - 1,000 lei (Farm "Orizont"); the transfer of pesticides to settle 
the announced premiums - 1,600 lei (LLC "Strugurag '7; offsetting (reciprocal settlement)- 
3,500 lei (LLC "Spectru"); transference of discounts to shares - 2,500 lei farm "Siiteasca") 
and to a short-term loan- 4,400 lei (LLC "Crit"). 

Accounts are presented in Table 5.5. 
Table 5.5 

Entries on Settlement of Cooperative Discounts/Premiums 

lNo. I Contents of Transactions 
(lei) 

1. 

Account I Amount ( 

Settlement of liabilities of the Cooperative on the 
accrued discounts/premiums: 

Farm "Gura Bricului" 
Farm "Siiteasca " 
LLC "Spectru" 
LLC "Crit " 
LLC "Strugurag " 
Farm "Orizont " 

Debit 1 Credit I 

Discounts/premiums are settled during 6 months upon the approval of the Decision on 
their use by the Council of the Cooperative, provided no shorter term has been stipulated. 
When the term expires, the Cooperative pays each member a penalty for each day of the 
delay, taking into account the amount of discounts/premiums unsettled. The percentage of 
penalties is determined in the statute of the Cooperative. 

The accrued penalties for non-observance of the settlement conditions of the 
discounts/prerniums announced are recorded in the following way: 
Dt 714 "Other Operating Expenses"; 
Ct 522 "Short-term Liabilities to Related Parties". 

Discounts/premiums that have not been received by the Cooperative's members during 3 
years, since the right had been set forth, are recorded as an increase of other operating income 
by the following entry: 
Dt 522 "Short-term Liabilities to Related Parties"; 
Ct 612 "Other Operating Zncome". 

5.3. Accounting for Settlements with Personnel 

Settlement relationships between the Cooperative and its personnel arise in transactions 
for remuneration of labor, prepayments to be settled, sale of goods with installment payment, 
recovery of material damages, etc. that result in receivables from employees to the 
Cooperative and liabilities of the Cooperative to its personnel. 

Settlements on remuneration of labor of the Cooperative's employees include various 
payments in cash or in other equivalent units that are salaries (by position), additional pay and 
raise of salary, bonuses and benefits. 
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Salaries of the Cooperative's employees are fixed by their qualification and competence, 
the quality and complexity of works they carry out. Additional pays and raises of salaries 
have a nature of incentive or compensation and are determined by the results achieved by 
each employee, work conditions, and sometimes by length of employment. As an incentive 
for employees, in order to obtain certain performance level, the Cooperatives can apply 
various kinds of bonuses and benefits. 

The procedure of remuneration of labor of employees in the Cooperative, as well as in 
other enterprises, organizations and institutions, is regulated by the Code of Labor, the Law 
on Remuneration of Labor No. 1305-XI1 as of February 25, 1993, as well as other legal 
documents of general character. These provisions are stipulated by the Law No. 73-XV, the 
statute and rules of the Cooperative, group and individual contracts. 

In order to calculate and settle payables to employees, the Cooperatives apply various 
accounting documents. These can be primary and summary documents depending on 
information recorded in them. Accounting documents can be grouped by destination in the 
following way: 

to keep personnel records; 
to keep records of time worked; 
to keep records of works performed; 
to keep records of settlements with personnel. 

Cooperatives may either develop formats of accounting documents by themselves or use 
standard forms. Among standard forms, the following ones are recommended: 

order on hiring; 
order on transfer to a different work place; 
order on dismissal; 
order on denouncement of labor contract; 
collective list of presence; 
pay checks; 

. payroll; 
pay checks and payroll; 
register card for remuneration of labor. 

The procedure of accounting, calculation and inclusion of salaries in the cost of products, 
services and assets purchased or created, as well as charging salaries to period costs is 
regulated by NAS 2 "Inventories': NAS 3 "Composition of Costs and Expenses': NAS 11 
"Construction Contracts': NAS 13 "Accounting for Intangible Assets': NAS 16 
"Accounting for Long-term Tangible Assets". 

Calculation of main salaries of employees is made by the form of salary system approved 
by the Cooperative for the work place - by unit of time, pieces, lump, etc. All types of 
additional salaries for time not worked that is going to be paid (payments for vacation, 
payments for temporary disablement, etc.), is calculated depending on an average salary based 
on documents that confirms the right of an employee to obtain them. 

When calculating an average salary, one includes both main salaries and additional 
payments that have a permanent character (incentives, bonuses and benefits, equivalent 
payments in goods, etc.), except for: 

service/termination benefit (in case the labor contract is cancelled) and other payments 
irrespective of source of payment; 
various fees of a compensation character (for a leave of absence not used; in case the 
employee is crippled); 
payments made as a compensation of business trip expenses; 
aid provided in cash or in an equivalent payment in goods, services, etc.; 
proceeds from shares of the Cooperative's members in the Cooperative's assets 
(dividends, interests) accrued for payment, etc. 
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The analytical accounting for settlements with personnel is kept by each employee. 

In order to summarize information related to settlements with the Cooperative's personnel 
on remuneration of labor and'cash deposited, liability Account 531 "Liabilities to Employees 
on Remuneration of Labor" is used. The credit of this account records the amounts of 
salaries accrued, and the debit shows the amounts paid and withheld (please, see the following 
Figure). The balance of this account is credit, and it represents liabilities of the Cooperative to 
its personnel on remuneration of labor at the end of the reporting period. 

Dt 531 "Liabilities to Employees on Remuneration of Labor" Ct 
Balance - the amount of liabilities on 
remuneration of labor at the 
beginning of the period 

lremuneration of labor at the end of 

Salaries paid and withheld 

lthe reporting period 

Salaries accrued 

Balance - the amount of liabilities on 

For salaries accrued the following entries are made: 
for salaries charged to direct or indirect manufacturing costs: 

Dt 81 1 "Main Production': 
Dt 812 "Auxiliary Activities': 
Dt 81 3 "Indirect Manufacturing Costs': 
Ct 531 "Liabilities to Employees on Remuneration of labor9',- 

for salaries charged to period costs by types of activity and nature of works: 
Dt 712 "Marketing and Selling Expenses'; 
Dt 713 "General and Administrative Expenses", 
Dt 721 "Expenses of Investing Activities", 
Dt 722 "Expenses of Financing Activities': 
Dt 723 "Extraordinary Losses'; 
Ct 531 "Liabilities to Employees on Remuneration of labor"; 

for salaries calculated for workers involved in buying and creating of assets, loading 
and unloading of materials, as well as in other works relating to supplying: 

Dt 112 "Intangible Assets in Process9\ 
Dt 121 "Tangible Assets in Process': 
Dt 122 "Land'; 
Dt 21 1 "Materials'; 
Dt 212 "Livestock for Raising and Fattening'; 
Dt 213 "Low-value and Short-life Items': 
Dt 21 7 "Goods': 
Ct 531 "Liabilities to Employees on Remuneration of labor"; 

for salaries calculated for vacation period using a created provision: 
Dt 538 "Provisions for Future Expenses and Payments': 
Ct 531 "Liabilities to Employees on Remuneration of Labor". 

If the Cooperative does not create a provision for future expenses and payments, salaries 
for vacation period are allocated directly to period costs or expenses. 

Main salaries calculated with raises, compensations, and other additional payments 
represent a taxable gross salary. Net salaries to be paid are determined as a difference between 
gross salaries, the amount of prepayments made and total amount of deductions. 

Prepayments made from salaries are recorded by the entry: 
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Dt 531 "Liabilities to Employees on Remuneration of Labor"; 
Ct 241 "Cash"; 
Ct 242 "Settlement Account". 

In case prepayments made exceed salaries accrued (a debit balance on Account 531 - 
"Liabilities to Employees on Remuneration of Labor"), at the end of the reporting period, 
adjustment entries are made by transfemng its debit balance to Account 227 "Short-term 
Receivables from Employees". In this case the following entry is made: 
Dt 227 "Short-term Receivables from Employees", 
Ct 531 "Liabilities to Employees on Remuneration of Labor". 

Example 5.6 

In September, Cooperative "Nistru" made a prepayment of salaries in the amount of 
20,000 lei. The same month, salaries, incentives, payments for vacations and benefits in 
amount of 53,500 lei have been calculated by the following categories ofpersonnel: 

workers, directly involved in the main activity of the Cooperative 22,000 lei, 
workers involved in servicing and repairing of equipment 6,500 lei, 
administrative staff and auxiliary personnel of divisions 7,000 lei, 
administrative staff and service personnel 8,490 lei, 
personnel of commercial and marketing subdivisions 6,690 lei, 
workers for carrying out works relating to disposal offixed assets 420 lei, 
payment for vacation of workers against created provisions 2,100 lei, 
costs relating to social insurance 300 lei. 

When checking personnel records, the Cooperative has discovered extra payment of 200 
lei made to two employees. 

Accounts are presented in Table 5.6. 
Table 5.6 

Entries on Transactions for Remuneration of Labor 

No. Contents of Transactions 

1. 

14. Calculation of social insurance fees 
5 .  Recording the adjustment entry on transfer of the debit 

Issuing a prepayment of salaries from the cashier's 
office 

2. 

1 balance 

Calculation of salaries for the Cooperative's personnel: 
workers directly involved in the main activity of the 
Cooperative 
workers involved in servicing and repairs of 
equipment, as well as adnzinistrative and auxiliary 
personnel of divisions 
administrative and service personnel of the 
Cooperative 
personnel of commercial and marketing subdivisions 

Debit Credit 

,t, 

workers involved in disposing offixed assets 
3. Calculation of payment for vacation of workers against 

lcreated ~rovisions 

(lei) 

7 



Deductions from salaries accrued can be grouped into the following: 
obligatory deductions; 
other deductions. 

Obligatory deductions include: 
income tax; 
pension fund deductions; 
withholdings according to executory titles. 

Income tax is withheld from individuals in compliance with the provisions of the Tax 
Code and Instructions on Withholding Income Tax from the Source of Payment No.14 of 
December 19,200 1. 

In the year 2002, income tax withheld from the source of payment of salary (including 
bonuses, benefits, etc.) is: 

10 % from taxable income that does not exceed 12,180 lei annually or 1,015 lei 
monthly, 
15 % from taxable income that exceeds 12,180 lei and does not exceed 16,200 lei 
annually or exceeds 1,015 lei monthly and does not exceed 1,350 lei monthly, 
25 % from taxable income that exceeds 16,200 lei annually or 1,350lei monthly. 

Taxable income withheld from an employee include all types of salaries, bonuses, 
additional payments, compensations, recompenses, other payments, as well as payments made 
by the Cooperative. The taxable income of an employee does not include insurance fees and 
indemnities (except for annuities) based on insurance contracts, indemnities obtained in case 
of temporary losses of labor capacities, and in case of disablement, compensation of expenses 
relating to performance of service duties, maintenance payments and compensations for 
children, assets received free of charge and other types of income determined by the Tax 
Code. Income tax from the source of payment is calculated based on income less exemptions 
granted to the employee, and it is withheld from the source of payment when income is 
directed for payment. 

Calculation of salaries, determination of taxable income, exemptions and income tax is 
made in the Personnel Record of Income in the Form of Salary and Other Payments made 
by the Manager to his employee in the reporting year, as well as income tax withheldfiom 
these payments (further, Personnel Record) with a cumulative total from the beginning of the 
year or the day of hiring. For these purposes exemptions to employee are determined as a 
cumulative total, starting from the month that follows the month when an Application on 
granting exemptions from income tax withheld from salary is submitted. 

The number of months of the fiscal year, during which an employee is considered hired 
(employed) is determined in the following way: - starting from January, if an employee is hired in the preceding year; 

starting from the month that follows after the month when he was hired, if the 
employee is employed during the fiscal year. 

Income tax withheld from the salary is recorded by the following entry: 
Dt 531 "Liabilities to Employees on Remuneration of Labor'', 
Ct 534 "Liabilities on Settlements with the Budget". 

Example 5.7 

The (Cooperative's employee is considered an employee hired during the whole fiscal 
year. Before the beginning of the fiscal year the employee has Fled an Application on 
personnel exemptions (2,520 lei per year). During the fiscal year the employee has obtained 
the following inconze: 

Table 5.7 
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Excerpt of Personnel Record 

The total amount of income tax withheld from the salary is calculated in the following 
way: 

(7,360 - 2,520) x 10 % = (4,840 x 10) : 100 = 484 lei. 

Income Paid Date 

Withholdings to pension fund comprise 1% from salary of an employee and they are made 
according to the procedure on payment of social insurance contributions. 

The following entry is made for the amount of withholdings to the Pension Fund: 
Dt 531 "Liabilities to Employees on Remuneration of I..abor9; 
Ct 533 "Liabilities on Insurance". 

07.03 
10.04 
15.05 
1 6.06 
17.07 

20.08 
19.09 
20.10 
15.11 
18.12 
Total 

Withholdings from employee salaries according to executory titles are made based on 
documents that have been authorized by a Notary Public or filed based on the legal Decision, 
which determined their cause, procedure and amount. An executory title is sent to the work 
place of the accused and shall be executed. Thus, besides the liabilities for maintenance 
payments, the following documents also have the status of executory title: agreement on 
maintenance payment documented and authorized by a Notary Public or legal Decisions on 
executory title, as well as Application of the payer of maintenance filed in the work place, 
which expresses a voluntary willingness to cover the maintenance payment in the amount no 
less than the minimum set by the legislation. 

The following items are not obligatory for withholding: 
settlement by an employee of a liability on prepayments received earlier; 
reimbursement of extra payments made as a result of calculation errors; 
settlement of liabilities on prepayment not used and not reimbursed on time issued for 
business trips or general needs; 
recovery of material damage caused to the Cooperative; 
transfer of salary to a personal bank account of an employee (credit card account), etc. 

The following entry is made for deductions from salary according to executory titles, as 
well as for oth'er types of withholdings that are not obligatory: 
Dt 531 "LiaBilities to Employees on Remuneration of Ldor"; 
Ct 227 "Short-term Receivables from Employees". 

Aid 
Leaves of absence 
Salary 
Salary 
Payment for utilities for the employee's apartment 
that is made by employer 
Prepayment 
Salary 
Salary 
Aid 
Salary 

300 
2,500 

430 
450 

800 
250 
330 
500 
400 
800 

7,360 
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Salaries, compensations for temporary disablement, bonuses, etc. are issued to employees 
by the cashier, who marks the amounts issued and deposited (not requested) in the payroll 
(pay checks and payroll). Salaries that have not been requested are entered in the Register of 
deposits and are recorded in summary accounting in a separate sub-account opened within 
Account 531 "Liabilities to Employees on Remuneration of labor". 

The issue of salaries, bonuses, compensations for temporary disablement is recorded by 
the following entry: 
Dt 531 "Liabilities to Employees on Remuneration of Lubor'? 
Ct 241 "Cash9'- when paying from the Cashier's Office of the Cooperative; 
Ct 242 "Settlement Account" - when transferring payments to the bank in which an 

employee has an account. 

the Cooperative's settlement with personnel may include not only receivables and 
liabilities on remuneration of labor, but also receivables and liabilities for other transactions. 

In order to perform certain duties, employees or accountable individuals are provided with 
prepayments. These prepayments are used to purchase assets, and especially to cover 
traveling expenses. 

The composition and procedure of determination of traveling expenses on the territory of 
the Republic of Moldova and in the C.I.S. countries, except for the Baltic countries is 
regulated by the Regulation on the Procedure for Sending Employees of Enterprises, 
Institutions and Organizations of the Republic of Moldova on a Business Trip, approved 
by the Decision of the Government of the Republic of Moldova No.805 of November 7, 1994 
(with subsequent modifications and additions). 

In case of business trips to the countries, different from the above-mentioned, 
Cooperatives are conducted by the Regulation on Business Traveling of Employees of 
Enterprises and Economic Agents, approved by the Decision of the Government of the 
Republic of Moldova No.613 as of September 4, 1995 (together with subsequent 
modifications 
and additions). 

The terms of business trips of accountable individuals, as well as description of business 
trip costs reimbursed to the employee sent on the business trip are discussed in Chapter 4 of 
this Guide. 

Accounting for settlements with accountable individuals on prepayments made, as well as 
on all short-term receivables from personnel is maintained in Account 227 "Short-term 
Receivables from Employees", within which one may open various sub-accounts. 
Receivables from accountable individuals are recorded in sub-account 2272 "Short-term 
Receivables from Accountable Individuals". 

Accounting for liabilities to accountable individuals, in case these individuals incur 
expenses without a prepayment, is maintained in Account 5321 "Payables to Accountable 
Individuals". 

When a prepayment is made, the following entry is made: 
Dt 227 "Short-term Receivables from Employees"; 
Ct 241 "Cash"; 
Ct 242 "Settlement Account"; 
Ct 243 "Foreign Exchange Account". 

Based on a defraying report of expenses, the expenses incurred by accountable individuals 
are settled by their destination. The expenses incurred by accountable individuals with or 
without a prepayment are recorded in the following way: 

for business trip costs: 
Dt 712 "Marketing and Selling Expenses", 
Dt 713 "General and Administrative Expenses", 
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Dt 813 "Indirect Manufacturing Costs': 
Ct 227 "Short-term Receivables from Employees': 
Ct 532 "Liabilities to Employees for Other Transactions"; 

for expenses incurred on purchasing assets: 
Dt 11 1 "Intangible Assets ", 
Dt 123 "Fixed Assets", 
Dt 211 "Maderiuls': 
Dt 213 "Low-value and Short-term Items'; 
Dt 21 7 "Goods'; 
Dt 246 "Cash Documents9< 
Ct 227 "Short-term Receivables from Employees" 
Ct 532 "Liabilities to Employees for Other Transactions". 

Expenses incurred by accountable individuals at their own expense are reimbursed to him 
by the following entry: 
Dt 532 "Liabilities to Employees for Other Transactions'; 
Ct 241 "Cash'; 
Ct 242 "Settlement Account", 
Ct 243 "Foreign Exchange Account". 

Settlements on receivables from personnel can appear as a result of transactions on goods 
sold on credit (purchased in installments by the personnel), material damage caused to the 
Cooperative (thefts of material goods) and of other transactions. 

Thus, the following entry shows receivables from personnel on recovery of material 
damage are recorded in the reporting period, when the accused has recognized the damage or 
when juridical bodies adjudged: 
Dt 227 "Short-term Receivables from Employees"; 
Ct 612 "Other Operating Income" - for the amount of damage that is to be recovered in the 

current reporting period or 
Ct 422 "Long-term Deferred Income"; 
Ct 515 "Current Deferred Income" - for the amount of damage that is to be recovered in 

the future reporting period. 

All types of short-term receivables from personnel can be settled (refunded) in the 
following way: 

in cash: 
Dt 241 "Cash'; 
Ct 227 "Short-term Receivables from Employees"; 

by withholding from salary: 
Dt 531 "Liabilities to Employees on Remuneration of Labor': 
Ct 227 "Short-term Receivables from Employees". 

5.4. Accounting for Liabilities on Insurance 

Insurance commonly includes social insurance, property insurance and other types of 
insurance. 

Social insurance represents a system of social protection for insured individuals, which 
includes compensations, aids, pensions, payments for prevention of diseases and recovery of 
ability to work, as well as other payments stipulated by the legislation. The right on social 
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insurance is guaranteed by the state and is exercised by the public system of social insurance, 
which is administered by the National House of Social Insurance (NHSI). 

According to the Law on Public System of Social Insurance No.489-XIV as of 
July 8, 1999, all the economic agents, irrespective of their type of property and their legal 

-form, including Cooperatives, should make contributions to the state social insurance budget. 
In order to comply with the provisions of this law, Cooperatives should be registered as social 
insurance payers in a territorial subdivision of NHSI. 

Social insurance contributions are determined yearly in the Law on the State Social 
Insurance Budget. Thus, according to the Law on the State Social Insurance Budget for 
year 2002 No.740-XV of December 20, 2001, state social contributions are calculated and 
transferred in the amount of 29 % of the wages fund and other payments, and individual social 
insurance dues of employees of the Cooperative - in amount of 1 % from their salary 
(income). 

Contributions to the state social budget are not made from certain compensations paid 
within the limits stipulated by the legislation, namely: 

amounts of material aid granted in relation to natural calamities, in other extraordinary 
situations, as well as in cases when such an aid is granted for one time based on the 
Decision of the Government; 
amounts of material aid granted in cash or equivalent units, in cases different from the 
above-mentioned at the main workplace; 
compensations within the limits set by the legislation (per diem during business trips 
and payments in exchange for per diems, compensation for damages to employees as a 
result of crippling or a different damage to their health during the process of work), 
except for compensations for vacation not used in case of dismissal; 
amounts received by insured persons as a result of voluntary insurance, irrespective of 
the fact whether helshe or any other one had paid the insurance contributions; 
service benefits paid in case of dismissal in compliance with the legislation; 
amounts that are composed of the value of gifts (bonuses in the form of items) and 
incentives received by employees from enterprises, institutions and organization at the 
main workplace of employees, which do not exceed the minimum salary; 
social insurance benefits, except for benefits in case of temporary disability to work 
(including for allowances for sick children), pregnancy and childbed as well as 
unemployment benefit, etc . 

The List of exemptions is set by the Law on Social Insurance Budget in the corresponding 
year. 

Liabilities on insurance are recorded based on calculations made, bank statements, and 
payment orders, through which the cash has been transferred. 

The summary accounting for deductions and settlements on social insurance contributions, 
liabilities on medical insurance, property insurance and personnel of the Cooperative is kept 
with the help of credit Account 533 "Liabilities on Insurance". The credit of this account 
shows liabilities accrued on insurance, and the debit shows payments, transfers and expenses 
(please, see the Figure). The balance is credit, and it represents liabilities of the Cooperative 
on insurance at the end of the reporting period. 

Dt 533 "Liabilities on Insurance" Ct 

Balance - liabilities on insurance at 
the end of the period 

Payments, transfers and expenses 

Balance - liabilities on insurance at 
the beginning of the period 

Liabilities on insurance accrued 
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Calculation of liabilities on insurance is accounted for in credit of Account 533 
"Liabilities on Insurance" and in debit of accounts of costs (811 "Main Production", 813 
"Indirect Manufacturing Costs"), and expenses (712 "Marketing and Selling Expenses", 
721 "Expenses of Investing Activity") - for salaries of employees involved in operating and 
non-operating activities, as well as in the debit of long-term and current asset accounts (121 
"Tangible Assets in Process", 122 "Land", 211 "Materials", 212 "Livestock for Raising 
and Faitening", 213 "Low-value and Short-life Items", 217 "Goods") - for salaries of the 
Cooperative's employees involved in the supplying and creating of assets, loading and 
unloading of materials, as well as in other supply works. 

Individual social insurance payments of the Cooperative's employees in the amount of 
1 % are deducted from salaries and are not included in the Cooperative's costs (expenses). 
Persons, to whom there have been accrued social insurance contributions from disability 
pensions, unemployment benefits, temporary disability benefits, pregnancy and childbed, are 
not subject to individual social insurance contributions. 

Example 5.8 

Labor Remuneration Fund of the Cooperative "Nistru" in November 200X included: 
a) salaries of workers involved in the main production- 40,000 lei; 
b) material aid (in cash) of workers involved in the main activity - 4,000 lei; 
c)  salaries of administrative personnel and service workers of subdivisions- 5,000 lei; 
d) salaries of managers, administrative and service personnel of the Cooperative - 

10,500 lei; 
e)  benefits for temporary disability, including maintenance for sick children against 

social insurance means - 600 lei; 
fl payments for vacations of workers involved in main production against the created 

allowance - 3,000 lei. 
Based on the information presented, social insurance contributions are calculated in the 

ainount of 17,724 lei. 
Social insurance contributions have been calculated the following way: for the amount of 

salaries of 59,100 lei (40,000 + 5,000 + 10,500 + 600 + 3,000) the social insurance 
contributions are calculated in amount of 29 %, and 17,139 lei (11,600 + 1,450 + 
+ 3,045 + 174 + 870), individual contributions of 1 %, is 585 lei 
(400 + 50 + 105 + 30). Individual contributions are not calculated from benefits for 
temporary disability. 

Based on the above-presented calculations, the following entries are made in the 
Cooperative's accounting (please, see Table 5.8): 
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Table 5.8 

Entries oiz Calculation of Social Insurance Contribritiol~s 

(lei) 

Debit 
I. Social iils~il-ance corztributions fror12 salaries 

accnied: 
workers in~~ol~lecl in tlze ~ ~ z a i ~ l  activity 81 1 
actrninistrative perso1z17el and selvice 
stafS of suDdil:isiolzs 81 3 
lnanagers, ad~lzinistrative persoilizel arlcl service 
staff of tlze Cooper~ztive 71 3 
froriz ten~porar?; disabilih) beizefits 533 
froln paylnerzts.for vacatiorz of workers irzvolved 
irz the nzairz prodrdction ugainst the created 

12. l~ocial  inszira~lce contribzrtions in tlze an~ouizt o f  1 % 1 1 I 1 

If the terms set for transfer of contributions to the social insurance budget are not met, a 
penalty in the amount of 0.2 % of the sum which was not transferred for every day of delay is 
calculated. The amount of social insurance contributions from the labor remuneration fund 
that was paid to the Cooperative's employees in cash or equivalent units, which has not been 
transferred to the state social insurance budget, irrespective of the financing source, is 
considered unpaid to the state social insurance budget. 

In case of an intentional decrease of the calculation base, including a labor remuneration 
fund, or concealing income, from which social insurance contributions have been calculated, a 
fine in the amount concealed is applied. 

The social insurance budget is used for the following principle destinations: temporary 
disability benefits, payments for pregnancy and childbed, disability pensions, payments in 
case of the supporter's death, benefits for length of service, payments for medical treatment in 
curative institutions, unemployment benefits, granting material aid, recompenses to families 
of low income, etc. 

When accruing the amounts due to employees on social insurance, the following entries 
are made: 
Dt 533 "Liabilities on Insurance"; 
Ct 531 "Liabilities to Entployees on Remaneration of labor"; 
Ct 532 "Liabilities to Employees for Other Transactions". 

The Cooperative can insure its property with an insurance company. Such insurance can 
be voluntary or obligatory. Social insurance contributions in this case are calculated, taking 
into consideration fees set up by the insurance company. This calculation is recorded by the 
following entry: 
Dt 712 "Marketing and Selling Expenses"; 
Dt 713 "General and Administrative Expenses"; 
Dt 813 "Indirect Man ufacttiring Costs"; 
Ct 533 "Liabilities on I~tsurance". 

Thc balance of Account 533 "Liabilities on I~isurance" usually is credit, however, in 
certain periods, when extra amounts are transferred to NHSI, as well as in case extra amounts 
of NHSI are paid by the Cooperative to its employees, this account may have a debit balance. 
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If the transfer exceeds the amount, which is due for payment, the difference is charged to the 
receivables, and at the end of the reporting period it is reflected by the following entry: 
Dt 229 "Other Short-term Receivables': 
Ct 533 "Liabilities on Insurance ". 

The analytical accounting for liabilities on insurance payments is kept so that information 
on existence, occurrence of the liabilities and directions of their use has been collected. The 
NHSI and the state tax authorities exercise control over corsectness, completeness and 
timeliness of the transfer of social insurance contributions. To that end, Cooperatives 
represent the Report on Calculation, Use and Payment of the State Social Insurance 
Contributions (form No.4-BASS). This report is prepared with a cumulative total at the 
beginning of the year and is presented in two copies, one is sent to the territorial subdivision 
of NHSI, and another with the NHSI stamp - to the state tax authorities. The report is filed in, 
on a quarterly basis, in compliance with the terms set by the legislation in force. 

5.5. Accounting for Settlements with the Budget 

Settlements of Cooperatives with the Budget are conditioned by the fact that they are 
payers of taxes and fees, that is tax payers. The statute of a taxpayer obliges the Cooperative 
to comply with the state registration procedure, and to be registered at a tax body of its 
location indicated in its foundation (registration) documents, to file in tax reports and present 
them to the competent bodies, to pay taxes and fees accrued on time and in a entire amount, to 
fulfill other obligations stipulated by the tax legislation. 

Tax legislation of the Republic of Moldova is composed of the Tax Code and other 
normative documents approved in compliance with it by authorized bodies (Government, 
Ministry of Finance etc.), authorities of central and local public administration. 

Cooperatives calculate and transfer state and local taxes and fees to the Budget. 
Relationships that occur in settlements of tax liabilities concerning general state taxes and fees 
(income tax, value added tax, customs duties, fees to the road fund) are regulated by the Tax 
Code. At the same time, these relationships determine general principles for setting and 
understanding the following local taxes and duties: land tax, property tax, tax on use of 
natural resources, etc. 

It should be noted that according to the Tax Code, if at least 75 % of total value of 
deliveries made by an agricultural service Cooperative is the value of goods and services 
delivered to its members and the value of goods delivered to the Cooperative by its members, 
the Cooperative is exempted from income tax, and services rendered by this agricultural 
service Cooperative to its members are exempted from the value added tax (provided that the 
Cooperative has not made decision voluntarily to be registered as a VAT payer). 

Tax liabilities relating to each type of taxes and fees are determined based on an 
appropriate methodology, the legislation, and in order to record these liabilities in accounting 
an adequate system of registers and accounts (sub-accounts) should be used. 

In order to summarize information on settlements with the Budget on taxes, fees and 
economic sanctions relating to their payment, Cooperatives use liability Account 534 
"Liabilities on Settlements with the Budget". The credit of this account shows amounts that 
shall be transferred to the Budget, and the debit shows the amounts that have been actually 
transferred. 

The balance of Account 534 "Liabilities on Settlements with the Budget" is credit and it 
represents the amount of liabilities of the Cooperative on payments to the Budget at the end of 
the reporting period (please, see the Figure). 
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D t 534 '‘Liabilities on Settlements with the Budget" C t 
The balance - is liabilities to the 
Budget at the beginning of the period 

Within Account 534 "Liabilities on Settlements with the Budget" there can be opened 
sub-accounts by types of taxes and fees. The same analytical sub-accounts and accounts are 
necessary to be opened within Account 225 "Short-term Receivables on Settlements with the 
Budget" in order to offset the amounts by types of taxes and fees. 

Income taxes on legal entities have an important place in settlements with the Budget. The 
procedure of determining and accounting for income taxes of legal entities is regulated by 
NAS 12 "Income Tax" and the Tax Code. 

In order to determine income tax, Cooperatives calculate accounting income (loss), which 
represent income (loss) of the reporting period before taxes. This income is determined in the 
reporting year in Income Statement, while at the end of the year, it is determined in Account 
351 "Income and Expense Summary". 

In 2002, the percentage of income tax for legal entities is 25 %. 
The taxable income is determined at the end of the year based on an adjusted accounting 

income of the reporting period in compliance with the rules stipulated by tax legislation, for 
the amount of permanent and temporary differences. 

The procedures for determining permanent and temporary differences, recognizing 
income tax liabilities and assets deferred as well as their presentation in financial statements 
are examined in accounting literature. 

Current liabilities on income tax during the year are recorded by the following entries: 
Dt 731 "Tax Expense (Saving)"; 
Ct 535 "VAT and Excise Tax Accrued", su b-account "Income Tax Prepaid". 

Amounts actually transferred 

At the end of the year, the prepaid amount of income tax is recorded by a reverse entry: 
Dt 535 "VAT and Excise Tax Accrued", sub-account "Income Tax Prepaid"; 
Ct 731 "Tax Expense (Saving)". 

Calculation of amounts that shall be 
transferred 

The balance - is liabilities to the 
Budget at the end of the period 

At the same time, the actual amount of income tax is recorded by the following entry: 
Dt 731 "Tax Expense (Saving)'? 
Ct 534 "Liabilities on Settlements with the Budget". 

The accrual of taxes, fees and other obligatory payments to the Budget, except for income 
tax, VAT and excise taxes is recorded in accounting in the following way: 
Dt 713 "General and Administrative Expenses"; 
Ct 534 "Liabilities on Settlements with the Budget". 

When transferring the accrued taxes and fees to the Budget, the following entries are 
made: 
Dt 225 "Short-term Receivables on Settlements with the Budget" - for the amount of 

prepayments made during the reporting period; 
Dt 534 "Liabilities on Settlements with the Budget" - for the amount of taxes and fees 

transferred to the Budget; 
Ct 241 "Cash"; 
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Ct 242 "Settlement Account". 

Offsetting amounts prepaid relating to settlements with the Budget at the end of the 
reporting period is recorded in the following way: 
Dt 534 "Liabilities on Settlements with the Budget"; 
Ct 225 "Short-term Receivables on Settlements with the Budget". 

5.6. Accounting for Settlements with Other Debtors and Creditors 

During the Cooperative's ordinary activity, there appear receivables and payables other 
than those mentioned above, that is: short-term receivables of insurance companies; short- 
term receivables of social insurance bodies; short-term receivables and liabilities on claims 
and denunciations; receivables and liabilities on lease; short-term receivables and liabilities on 
other transactions. 

Settlenients with other debtors and creditors are recorded based on various documents: 
contracts, acts, notes, calculations, executory titles, etc. 

In order to summarize information on availability of, creation and settlement of other 
short-term receivables, asset Account 229 "Other Short-term Receivables" is used. The debit 
of this account shows creation of other short-term receivables, and the credit shows their 
settlement. The balance of Account 229 is debit, and it stands for the amount of other short- 
term receivables at the end of the reporting period (please, see the Figure). 

Dt 229 "Other Short-term Receivables" Ct  
The balance - is the amount of other 
receivables at the beginning of the 
period 

The analytical accounting for other receivables is kept separately by each debtor, 
depending on the nature of the transaction that has given rise to receivables. Various sub- 
accounts can be opened within Account 229 "Other Short-term Receivables". 

Receivables of insurance companies are recorded in sub-accounts 2291 "Short-term 
Receivables from Insurance Companies". Liabilities of insurance companies are the result of 
a risk that took place as events that determine a liability of insurer to render insurance services 
to the insured. Such cases are the consequences of damages, fires, natural calamities, or other 
extraordinary situations, which result in destruction or deterioration of material goods. 

Recording the amount of damage that is to be settled by insurance companies is made by 
the following entry: 
Dt 229 "Other Short-term Receivables'? 
Ct 612 "Other Operating Income". 

Creation of other receivables 

The b'alance - is the amount of other 
receivables at the end of the period 

The sub-account 2292 "Short-term Receivables from Social Security Agencies" shows 
receivables from social security agencies. The availability of and accounting for these 
receivables have been discussed in paragraph 4 of this Chapter. 

In case the Cooperative incurred a material damage caused by suppliers as a result of 
violation of contract clauses (extra payments in invoices of suppliers that are made as a result 
of incorrect application of prices or arithmetical errors, low quality of material goods 
received, deficits, waste caused by suppliers, etc.), a claim is submitted to the suppliers. 
Together with a claim, the supplier is given justificative documents. A written answer that has 

Settlement of other receivables 
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been filed with the Cooperative in the time frame determined may contain either an agreement 
to its partial or complete satisfaction or a partial or complete refusal. In case a supplier 
assumes obligations to satisfy the Cooperative's claim partially or in full, the supplier 
indicates the amount, number and date of payment order, based on which the amount has been 
transferred, or the terms and procedure of satisfying the claim, provided it can not be valued 
in cash. In case the supplier refuses to pay the amount claimed, the Cooperative has the right 
to address judicial bodies for collecting this amount. 

The amount claimed and recognized by the claimant or adjudicated by judicial bodies is 
recorded in sub-accoun t 2293 "Short-term Receivables on Made and Recognized Claims" 
using the following entry: 
Dt 229 "Other Short-term Receivables': 
Ct 612 "Other Operating Income". 

Settlement of a claim is recorded the following way 
Dt 241 "Cash"; 
Dt 242 "Settlement Account"; 
Dt 243 "Foreign Exchange Account': 
Ct 229 "Other Short-term Receivables". 

Based on a Contract concluded, Cooperative "Agro-Lux" purchases from a supplier (who 
is not member of the Cooperative) 100 kg of fertilizers for 10 lei per 1 kg making a 
prepayment. On October 1, 200X, the Cooperative has transferred a prepayment in the 
amount of 500 lei. On October10, while checking the goods received (before recording 
fertilizers) there have been detected deficits in the amount of 20 kg. Cooperative "Agro-Lux" 
has filed a claim to the supplier in the amount of 200 lei. On October 15, the claim was 
satisfied conzpletely, and on October1 7, the Cooperative settled liabilities with this supplier. 

Economic transactions made by the Cooperative are recorded in Table 5.9. 

Entries on Claims Table 5.9 
(lei) 

The diversity of economic entities that receive claims (suppliers - for violation of contract 
clauses; bank and financial institutions - for wrong transfers from accounts; buyers and clients 
- for failure to make settlements within the time frame determined; control bodies - for fines 
and penalties accrued groundless) conditions opening analytical accounts for each debtor. 

Receivables from other transactions are recorded in sub-account 2294 "Short-term 
Receivables on Other Transactions". 

In case the receivables are considered doubtful as a result of expiry of the term or 
bankruptcy of the debtor, they are recorded as losses: 

No. 

1. 
2. 

3. 

4. 
5. 

6. 

The Contents of Economic Transactions 

Prepayment made on delivery of fertilizers 
Recording fertilizers received from the supplier in 
actual quantity 
Recording the claim filed and recognized by the 
supplier 
Settlement of the claim recognized by the supplier 
Ofset of the prepayment made to settle liabilities 
with the supplier 
Settlement of liabilities to the supplier from the 
settlement account 

. . 

Amount 

500 

800 

200 
200 

500 

300 

Entry 
Debit 
224 

21 1 

229 
242 

521 

521 

Credit 
242 

521 

61 2 
229 

224 

242 
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Dt 714 "Other Operating Expeizses"; 
Ct 229 "Other Short-term Receivables". 

In order to ensure an efficient economic and financial analysis, evaluation of solvency and 
liquidity of the Cooperative, it is necessary to account for current receivables and long-term 
receivables separately. In compliance with the provisions of NAS 5 "Presentation of 
Financial Statements", at the end of reporting year, entries are made to convert long-term 
receivables that are to be settled in the current year into short-term receivables. The part of 
long-term receivables that is necessary to be settled in the current year goes to current 
receivables by the following entries: 
Dt 221 "Short-term Trade Receivables"; 
Dt 223 "Short-term Receivables from Related Parties9> 
Dt 229 "Other Short-term Receivables"; 
Ct 134 "Long-term Receivables". 

Requirements on classification by maturity term and truthful recording in accounting are 
applied not only to receivables, but also to liabilities. For this purpose, at the end of the 
reporting year, amounts (or their part) that have been previously recorded as long-term 
liabilities should be recorded as current liabilities, if their maturity is less than one year. Here 
one includes liabilities that are going to be settled in installments, in different reporting 
periods. 

The current portion of long-term liabilities is a part of the total amount of liabilities that 
should be recorded in another account. Accounting for current liabilities displaced from long- 
term liabilities, in case of their maturity does not exceed one year, is kept in Account 514 
"Current Portion of long-term Liabilities". 

The transfer of current portion of long-term liabilities to current liabilities is recorded the 
following way: 
Dt 421 "long-term Lease Liabilities"; 
Dt 426 "Other long-term Accrued Liabilities"; 
Ct 514 "Current Portion of long-term Liabilities". 

In order to summarize information on the Cooperative's current lease settlements, claims 
filed by the buyers, fines, penalties and compensations recognized (adjudicated), the amounts 
on risks transferred and accepted for reinsurance, settlements with transportation firms for 
their services, as well as other transactions of the Cooperative, Account 539 "Other Short- 
term Liabilities" is used. The credit of this account shows short-term liabilities, and the debit 
shows their settlement. This account has a credit balance, and it represents liabilities of the 
Cooperative on other payments at the end of the reporting period. 

Dt 539 "Other Short-term Liabilities" C t 
l ~ h e  balance - is other liabilities at the 
lbeginning of the period 

The balance - is other liabilities at the 
end of the period 

I 

The analytical accounting in Account 539 "Other Short-term Liabilities" is kept by each 
creditor. Within this account, different sub-accounts can be opened depending on the nature of 
transactions that have given rise to liabilities. 

Settlement of other liabilities Recording of other liabilities 
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Payment for operating (current) lease is recorded in sub-account 5391 "Short-term 
Receivables on Current Lease" in accounting of lessee. The lessee accounts for assets taken 
on operating lease in off-balance accounts. Lease payment is calculated in amount and terms 
stipulated in a Lease Contract and it is recognized as expenses or costs in the appropriate 
reporting period, irrespective of the time the payment was made in cash or another form of 
compensation. 

The calculation of lease payment for the current lease period (without VAT) is recorded 
the following way: 
Dt 71 2 "Marketing and Selling Expenses"; 
Dt 71 3 "General and Admirzistrative Expenses", 81 3 "Indirect Manufacturing Costs" - by 

destination and actual use of property leased; 
Ct 539 "Other Short-term Liabilities". 

In case lease payment is calculated (is settled) in advance for future reporting periods, it is 
recorded, first, in Account 251 "Current Deferred Expenses", and then, in the reporting 
period - in accounts 712 "Marketing and Selling Expenses", 713 "General and 
Administrative Expenses", 813 "Indirect Manufacturing Costs". 

In case the leaser imposes a fine for non-observance of the Lease Contract clauses on the 
Cooperative, the sanctions that have been or are going to be settled are recognized as period 
costs and are recorded by the following entry: 
Dt 71 4 "Other Operating Expenses"; 
Ct 241 "Cash9> 
Ct 242 "Settlement Account"; 
Ct 243 "Foreign Exchange Account"; 
Ct 539 "Other Short-term Liabilities". 

The procedure on accounting for lease transactions is discussed in Chapter 2 of his Guide. 
Sub-account 5392 "Short-term Payables on Claims" shows the amounts of claims filed 

by suppliers and buyers and recognized by the Cooperative. A buyer can file claims against 
the Cooperative for goods, if their quality, assortment and package do not meet the Contract 
clauses. A claim can be also filed for deficits and losses, arithmetical errors committed in 
settlement documents in case prices other than those negotiated have been applied, etc. 

Liabilities to other creditors are recorded in sub-account 5393 "Short-term Payables to 
Other Creditors". Settlement of these liabilities is recorded the following way: 
Dt 539 "Other Short-term Liabilities"; 
Ct 242 "Settlement Account"; 
Ct 243 "Foreign Exchange Account9> 
Ct 244 "Special Bank Accounts". 

Accounting transactions for settlements with personnel, insurance, the Budget, as well as 
with other debtors and creditors are recorded in the following journals: 

in case the Simplified Accounting System is used: 
- Journal of Transactions or 
- Worksheet of Settlements with Buyers and Other Debtors (form S-7), Worksheet 

of Remuneration of Labor (form S-lo), Worksheet of Settlements with the 
Budget (form S- 1 1), Worksheet of Settlements with Other Creditors (form S- 12 ); 

in case the Complete Accounting System is used: 
- corresponding ledger accounts: 227 "Short-term Receivables from Employees", 

229 "Other Short-term Receivables", 531 "Liabilities to Employees on 
Remuneration of Labor9: 533 "Liabilities on Insurance", 534 "Liabilities on 
Settlements with the Budget': 539 "Other Short-term Liabilities". 
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Chapter 6. Accounting for Costs, Expenses and Revenues 

Objectives of this Chapter: 

Characterize and classify costs, expenses and revenrres. 
Describe the rules of evaluating and recognizing costs, expenses and revenues. 
Examine the procedure for accounting for costs, expenses and revenues. 
Disclose the procedure for determining and accounting for financid results. 

6.1. Accounting for Costs 

6.1.1. The Composition of, and Procedure for Evaluating and Recognizing Costs 

Costs are resources of the Cooperative that it uses to manufacture products and to render 
services in order to obtain profit. These are directly related to manufacturing process 
(rendering services), and are physically present in final products and production (services) in 
process. At the end of each reporting period, costs are recorded in the Balance Sheet as assets 
and are not included when calculating financial results of the Cooperative. 

The composition of costs and expenses and procedures for their determination and recognition 
are regulated by the provisions of NAS 3 "Composition of Costs and Expenses". 

The costs that make part of the cost of production (services) include the following items: 
materials costs, labor costs, and indirect manufacturing costs. 

Materials costs include: 
raw materials and main materials; 
auxiliary materials; 
construction materials; 
fuels and oils; 
spare parts for rendering repair services; 
other materials used in the manufacturing process (rendering of services). 

Labor costs include: 
main and additional salaries of personnel involved in the manufacturing process 
(rendering of services); 
bonuses, salary rises; 
social insurance contributions accrued on salaries of personnel involved in the 
manufacturing process (rendering of services). 

Indirect manufacturing costs are associated with the maintenance and administration of 
the Cooperative's subdivisions (departments, sections, service rendering units) and include: 

maintenance costs and depreciation of fixed assets used for manufacturing purposes; 
amortization of intangible assets used in manufacturing process (rendering of 
services); 
depreciation of low-value and short-life items; 
salaries and social insurance contributions of managerial and servicing personnel of 
the Cooperative; 
other costs associated with product manufacturing and providing services. 

Indirect manufacturing costs are divided into: 
variable costs that vary according to changes in production volumes (remuneration of 
labor of auxiliary employees, cost of materials consumed, etc.); 
fixed costs that are relatively independent of production volumes (accrued 
depreciation, maintenance and exploitation expenses associated with buildings and 
equipment). 
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At the end of each reporting period, indirect manufacturing costs are allocated between 
cost of products and production (services) in process and period costs. In this case, the full 
amount of variable costs is included into the cost of products manufactured (services 
rendered) and production (services) in process, irrespective of the actual use of production 
capacities. 

Fixed indirect manufacturing costs are allocated to the cost of products (services) and period 
costs based on normal capacity of manufacturing facilities. Normal capacity is the production 
level (volume of services) that can be achieved, on average, during several periods or seasons 
under normal circumstances taking into account the loss of capacity resulting from planned 
maintenance works. If the actual volume of production (services) equals or exceeds the normal 
capacity, the actual amount of fixed indirect manufacturing costs is fully included into the cost of 
products (services). In case the actual production volume is less than normal capacity, fixed 
indirect manufacturing costs are charged to the cost of products based on the standard rate 
obtained by dividing the actual amount of these costs by the normal capacity. The amount of fixed 
indirect manufacturing costs that have not been allocated, is recognized as period costs for the 
reporting period in which they incurred. 

Costs are measured at the carrying value of inventories used, the accrued remuneration of 
labor, social insurance contributions, depreciation of fixed assets and low-value and short-life 
items, amortization of intangible assets, allowances created for repairs of fixed assets, payment 
for vacation, etc. 

The costs of the Cooperative are recognized and included into the cost of products 
(services) of the corresponding reporting period irrespective of time of their actual settlement, 
that is: anticipated (prepayments of salaries, anticipated payment for materials obtained and 
consumed, etc.) or future one (vacation payment for employees against allowances created 
beforehand, etc.). 

6.1.2. Analytical and Summary Accounting for Costs 

Analytical accounting for costs is kept by types of services (products), places of 
performance, and calculation elements. 

Accounts of Group 81 "Manufacturing Costs Accounts" are used to maintain summary 
accounting: 

811 "Main Production': 
812 "Auxiliary Production'\ 
813 "Indirect Manufacturing Costs". 

Recordings in costs accounts are made based on the following source documents: 
materials consumption orders (documents); 
limited consumption tear-offs; 
distance covered records; 
invoices on the value added tax; 
work coupons; 
labor and works performed worksheets; 
production reports; 
calculation of depreciation of fixed assets used for manufacturing purposes; 
accounting notes, etc. 

Peculiarities of manufacturing costs accounts is that at the end of each reporting period, 
these accounts are closed with financial accounts and have no balance. 

Account 811 "Main Production" is used to summarize information on main 
manufacturing costs, that is: costs to manufacture products (render services), which is the 
purpose of creation of the Cooperative. This is a calculation account. 
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During the reporting period, the debit of this account shows materials costs, labor costs, 
indirect manufacturing costs. This is recorded by the following entry: 
Dt 81 1 "Main Production"; 
Ct 21 1 "Materials"; 
Ct 521 "Short-term Trade Liabilities"; 
Ct 522 "Short-term Liabilities to Related Parties"; 
Ct 81 2 "A uxiliary Production"; 
Ct 531 "Liabilities to Employees on Remuneration of labor"; 
Ct 533 "Liabilities on Insurance"; 
Ct 538 "Provisions for Future Experzses and Payments"; 
Ct 81 3 "Indirect Manufacturing Costs". 

The credit of Account 811 "Main Production" shows the actual cost of products 
manufactured (services rendered) by the entry: 
Dt 21 6 "Products"; 
Dt 71 1 "Cost of Sales"; 
Ct 81 1 "Main Production". 

At the end of each reporting period, Account 811 "Main Production" is closed. This is 
recorded by charging the balance of production (services) in process to Account 215 "Work 
in Process" by the entry: 
Dt 215 "Work in Process"; 
Ct 81 1 "Main Production". 

At the beginning of the following reporting period, the balance of work in process is 
transferred back to Account 811 by a reverse entry: 
Dt 81 1 "Main Production"; 
Ct 215 "Work in Process". 

Account 812 "Auxiliary Production" is used to summarize information on costs of 
production that is auxiliary (secondary) in relation to the main activity of the Cooperative. 

The debit of Account 812 "Auxiliary Production" shows direct costs associated with 
manufacturing products, performing works and rendering services, as well as indirect costs 
relating to maintenance and administration of auxiliary activities. In this case, the following 
entry is made: 
Dt 81 2 "A uxiliary Production"; 
Ct 521 "Short-term Trade Liabilities"; 
Ct 522 "Short-term Liabilities to Related Parties"; 
Ct 812 "Auxiliary Production"; 
Ct 531 "Liabilities to Employees on Remuneration of hborY> 
Ct 533 "Liabilities on Insurance"; 
Ct 538 "Provisions for Future Expenses and Payments"; 
Ct 81 3 "Indirect Manufacturing Costs". 

The credit of Account 812 "Auxiliary Production" shows the actual cost of services 
rendered by auxiliary production departments: 
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a) for acquisition of assets: 
Dt 112 "Intangible Assets in Process'; 
Dt 121 "Tangible Assets in Process", 
Dt 123 "Fixed Assets'; 
Dt 21 1 "Materials'; 
Dt 213 "Low-value and Short-life Items'; 
Dt 21 7 "Goods'; 
Ct 812 "Auxiliary Production"; 

b) to subdivisions of the Cooperative: 
Dt 712 "Marketing and Selling Expenses'; 
Dt 71 3 "General and Administrative Expenses'; 
Dt 71 4 "Other Operating Expenses'; 
Dt 721 "Expenses of Investing Activities'; 
Dt 723 "Extraordinary Losses'; 
Dt 81 1 "Main Production'; 
Dt 812 "Auxiliary Production'; 
Dt 81 3 "Indirect Manufacturing Costs'; 
Ct 812 "Auxiliury Production"; 

c) to legal entities and third parties: 
Dt 71 1 "Cost of Sales", 
Ct 81 2 "Auxiliary Production". 

At the end of each reporting period, the balance of Account 812 "AuxiliaryProduction" is 
transferred to Account 215 "Production in Process" by the entry: 
Dt 21 5 " Production in Process"; 
Ct 81 2 "A uxiliury Production". 

At the beginning of the following reporting period, the balance of production in process is 
transferred back to Account 812 by a reverse entry: 
Dt 812 "Auxiliury Production'> 
Ct 215 "Production in Process". 

Account 813 "Indirect Manufacturing Costs" is used to account for expenses on 
maintenance and administration of production subdivisions of the Cooperative. 

Account 813 "Indirect Manufacturing Costs" is an accumulation and allocation account. 
During the reporting period, the debit of this account accumulates indirect manufacturing 
costs. In this case, the following entries are made: 

1. Accruing for remuneration of labor and social insurance contributions for 
administrative managerial and service personnel of production subdivisions: 

Dt 81 3 "Indirect Manufacturing Costs"; 
Ct 531 "Liabilities to Employees on Remuneration of labor"; 
Ct 533 "Liabilities on Insurance". 

2. Calculation of amortization of intangible assets and depreciation of fixed assets used 
for production purposes: 

Dt 81 3 "Indirect Manufacturing Costs"; 
Ct 113 "Amortization of Intangible Assets" 
Ct 124 "Depreciation of Fixed Assets". 

3. Recording costs for repairs and maintenance of fixed assets in their working condition: 
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a) for materials consumed: 
Dt 81 3 "Indirect klanufacturing Costs': 
Ct 21 1 "Materials"; 

b) for electric energy, steam, water consumed: 
Dt 81 3 "Indirect Manufacturing Costs': 
Ct 81 2 "Auxiliary Production': 
Ct 521 "Short-term Trade Liabilities': 
Ct 522 "Short-term Liabilities to Related Parties9> 

c) for remuneration of labor calculated for workers and their social insurance 
contributions: 

Dt 813 "Indirect Manufacturing Costs': 
Ct 531 "Liabilities to Employees on Remuneration of labor': 
Ct 533 "Liabilities on Insurance". 

4. Charging to expenses of low-value and short-life items introduced in production, the 
unit value of which is not more than 112 (500 lei) of the limit stipulated by the 
legislation: 

Dt 813 "Indirect Manufacturing Costs"; 
Ct 21 3 "low-value and Short-life Items". 

5. Calculation of depreciation for low-value and short-life items, the unit value of which 
is more than 500 lei: 

Dt 813 "Indirect Manufacturing Costs"; 
Ct 214 "Depreciation of low-value and Short-life Items". 

6. Calculation of payments for guarding production subdivisions: 
Dt 81 3 "Indirect Manufacturing Costs"; 
Ct 539 "Other Short-term Liabilities". 

7. Recording costs incurred by accountable individuals: 
a) when prepayment is made: 

Dt 81 3 "Indirect Manufacturing Costs': 
Ct 227 "Short-term Receivables from Employees"; 

b) when no prepayment is made: 
Dt 81 3 "Indirect Manufacturing Costs'; 
Ct 532 "Liabilities to Employees for Other Transactions". 

8. Calculation of insurance payments: 
Dt 813 "Indirect Manufacturing Costs': 
Ct 533 "Liabilities on Insurance". 

9. Recording deficits and losses caused by the impairment of the value of goods and 
materials within the limit of natural deterioration: 

Dt 81 3 "Indirect Manufacturing Costs'> 
Ct 21 1 "Materials"; 
Ct 215 "Work in Process". 
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10. Creation of provisions for vacation payments for employees involved in repairs of 
fixed assets: 

Dt 813 "Indirect Manufacturing Costs"; 
Ct 538 "Provisions for Future Expenses and Payments". 

11. Charging a portion of long-term and current deferred expenses to the reporting period 
costs: 

Dt 813 "Indirect Manufacturing Costs"; 
Ct 141 "Lung-tern Deferred Expenses7> 
Ct 251 "Current Deferred Expenses". 

At the end of each reporting period (month), costs accumulated in the debil of Account 
813 "Indirect Manufacturing Costs" are allocated and included in the cost of products and 
services relating to main and auxiliary production, of other assets or are charged to period 
costs by the entry: 
Dt 81 1 "Main Production"; 
Dt 81 2 "Auxiliary Production"; 
Dt 714 "Other Operating Expenses"; 
Dt 112 "Intangible Assets in Process'> 
Dt 121 "Tangible Assets in Process",- 
Dt 141 "Lung-tern Deferred Expenses"; 
Ct 813 "Indirect Manufacturing Costs". 

Example 6.1 

Total alnozint of indirect manufacturing costs incurred during the N quarter of 2001 is 
38,400 lei, including variable costs - 26,400 lei, $xed costs - 12,000 lei. In this period, 
services for cooling of 5,200 tons of nzilk were rendered. The nonnal capacity of cooling plant 
is 6,000 tons of milk. 

In this example, indirect manufacturing costs will be allocated the following way: 26,400 
lei are directly included into the cost of services rendered, and 12,000 lei are allocated to cost 
of services rendered and to period costs. The following calculations have bee12 made: 

1. A standard rate of indirect manufacturing costs has been deternzined: 
12,000 : 6,000 = 2 lei. 

2. The following indirect nzanufacturing costs have been calculated: 
a )  Cost of services rendered: 5,200 x 2 = 10,400 lei, 
b)  Period costs: 800 x 2  = 1,600 lei. 

Thus, 36,800 lei (26,400 + 10,400) of the total indirect manufacturing costs are included 
into the cost of services rendered, and the remaining portion (1,600 lei) is recorded, as other 
operating expenses. 

The following entries are made based on information from Example 6.1: 
Dt 81 1 "Main Production" 36,800 lei, 
Ct 813 "Indirect Manufacturing Costs" 36,800 lei; 

Dt 714 "Other Operating Expenses" 
Ct 81 3 "Indirect Manufacturing Costs" 

1,600 lei, 
1,600 lei. 

Entries on recording and settlement of costs are recorded in the following journals: 
Journal of Transactions (form S-1) or Worksheet of Costs and Expenses (form S-5) 
- in case the Simplified Accounting System is used; 
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Ledger Accounts 811, 812 and 813 - in case the Complete Accounting System is 
used. 

6.2. Accounting for Expenses 

6.2.1. Characterization, Measurement and Recognition of Expense. 

Expenses are expenditure and losses (damages) incurred in the course of the ordinary 
activity of the Cooperative, which are not directly related to the manufacturing process 
(rendering services). Unlike costs, expenses are not included into the cost of products 
(services). They are presented in Income Statement and are deducted from revenues in 
determining profit (loss) for the reporting period. 

Depending on types of activity, expenses are divided into three groups (please, see 
Figure 6.1): 

Expenses of the Cooperative c 
perating Expenses r-l 

Figure 6.1. Clussijkation of Expenses of the Cooperative , 

I I 

I I 

Operating expenses include expenses incurred in the course of the main activity of the 
Cooperative. 

Non-operating expenses include expenses incurred by the Cooperative in the course of 
other activities. 

Income tax expenses include the aggregate amount of income tax expenses taken into 
consideration while determining net profit (loss) for the reporting period. 

Composition of expenses by types of activity is presented in NAS 3 "Composition of 
Costs and Expenses". 

When accounting for expenses, one encounters two main problems: 
1) measurement of expenses, that is determination of their amounts that should be 

recorded in accounting and financial statements; 
2) recognition of expenses, that is determination of the reporting period, in which they 

should be recorded in accounting and financial statements. 
Accordng to NAS 3 ,  expenses are measured at the actual cost of services rendered 

(products sold), at the carrying amount of goods sold, salaries and wages accrued for 
managerial personnel and servicing staff of the Cooperative, including social insurance 
contributions, depreciation of fixed assets and amortization of intangible assets of general use, 
provisions created, allowances for doubtful debts, etc. 

Expenses are recognized and recorded in accounting based on the following principles: 
accrual basis of accounting, 
prudence, 

General 

Admini- Expenses 
strative 

S 

Cost of 
Sales 

Marketing 
and Selling 
Expenses 
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matching principle, 
non-offsetting. 

Accrual basis of accounting means that expenses are recognized and recorded in 
accounting in the reporting period, in which they were incurred. irrespective of time when 
actual payments of cash or any other compensation was paid. For example, electric power 
consumed and supplied by the third party is charged to costs or expenses of the reporting 
period when it was consumed, and not upon its payment; prepaid rental is charged to costs or 
expenses in the periods when the leased item was used, etc. 

Prudence means that expenses are recognized and recorded in accounting immediately 
when they incur. For example, losses recognized upon phjsicul count of inventories, as well 
as losses as a result of their deterioration, cost of defected products, expenses to fix defects, 
etc. are recorded in accounting as expenses when they are detected, irrespective of cauises and 
of guilty persons. The amount of recovery of these losses and deficits (income) is recognized 
only when enterprise is sure, or has a documentary confirmation, that it will receive it (there is 
a written consent of an employee to recover material damage, or a court decision, etc.). 

Prudence principle allows enterprises, if necessary, to create provisions within period 
expenses on recovery of expected losses that might arise from doubtful debts, returns of and 
discounts on goods sold, warranted repairs and maintenance of products and goods sold, etc. 
At the same time, prudence does not justify the creation of ,,inconspicuous reserves", which 
can result in an unjustified overstatement of expenses and the decrease of financial result. 

Matching principle allows for simultaneous recognition in accounting and in financial 
statements of expenses and revenues that result from the same economic transactions. For 
example, cost of sales (the carrying value of products, goods sold, services rendered) is 
recognized and recorded in accounts and financial statements at the same time as the sales 
revenues, that is, in the same reporting period. 

Non-offsetting means that expenses and income shall be recorded separately and 
expenses and income recognized cannot be changed, and they cannot be offset during the 
reporting year. If there are doubts about obtaining a payment that has been already 
recognized as revenue, a related amount will be charged to expense, and it should not be 
deducted from revenues that were previously recognized. This principle is related mainly to 
the revenues and expenses presented in Annual Income Statement. 

Example 6.2 

In December 2001, Company "ZX" sold goods to another enterprise valued at 100,000 lei 
selling price (VAT excluded), the cost of sales being 70,000 lei. In January 1998 goods of 
poor quality were returned to the enterprise at 5,000 lei selling price without VAT. Their net 
realizable value was 2,000 lei. 

In this example,Company "ZX" recognized income and expenses (cost) in December 1997 
associated with this sale at 100,000 lei and 70,000 lei and records this transaction in lncome 
Statement for 1997. 

The diflerence between the value of returned products and their net realizable value - 3,000 
lei (5,000 - 2,000) is classified as a loss, and it will be recorded in lncome Statenzent for IS' 
quarter 1998 or it will be settled fronz provisions specially created for this purpose. 

BEST AVAILABLE COPY 
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6.2.2. Analytical and Summary Accounting for Expenses 

Analytical accounting of expenses is kept by types of expenses, places where they occur 
and by types of activity of the Cooperative. 

Summary accounts of Class 7, Expenses, are used to account for expenses: 
71 1 Cost of Sales 
712 Marketing and Selling Expenses 
713 General and Administrative Expenses 
714 Other Operating Expenses 
721 Investing Expenses 
722 Financing Expenses 
723 Extraordinary Losses 
731 Tax Expense (Saving) 

Expense accounts have a debit balance. In the reporting period the debit shows cumulative 
expenses from the beginning of the year, and the credit shows how accumulated expenses are 
charged to the financial results at the end of the reporting year. At the end of each quarter, 
debit footings of expense accounts are recorded in Income Statement in the related lines. 

Recordings in expense accounts are made based on the following source documents: 
material goods consumption orders (documents), 
distance covered records, 
invoices on the value added tax, 
time sheets, 
calculation of depreciation of fixed assets of general use, 
accounting notes, etc. 

Account 711 "Cost of Sales" is used to summarize information on actual cost of products, 
goods sold and services rendered. During the reporting year, the following entry is made for 
cost of goods, products sold and services rendered: 
Dt 71 1 "Cost of Sales"; 
Ct 216 "Products"; 
Ct 21 7 "Goods"; 
Ct 81 1 "Main Production"; 
Ct 81 2 "Auxiliary Production". 

Account 712 "Marketing and Selling Expenses" is used to account for expenses incurred 
to sell products and goods and to render services. 

In the reporting period, marketing and selling expenses incurred from the beginning of the 
year are accumulated in the debit of this account. The following entries are made: 
1. Recording expenditure to package final products at warehouses, including the cost of 

packaging materials and containers, wages and associated social security payments of 
packers, services of auxiliary production or other en ti ties: 

Dt 712 Marketing and Selling Expenses 
Ct 21 1 Materials 
Ct 531 Liabilities to Personnel on Remuneration of Labor 
Ct 533 Liabilities on Insurance 
Ct 812 Aaxiliary Production 
Ct 521 Short-term Trade Liabilities 
Ct 522 Short-term Liabilities to Related Parties 
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If products are packed at manufacturing units, where they were produced, the cost of the 
packaging materials and containers and related expenditures are recorded as a debit in 
Account 811, Main Production, and are included in the cost of products manufactured. 

Recording expenditure to load products and goods to transportation vehicles by workers 
of the warehouse, of auxiliary production units or by other entities. 

Dt 712 Marketing and Selling Expenses 
Ct 531 Liabilities to Employees on Renzuneration of Labor 
Ct 533 Liabilities on Insurance 
Ct 812 Auxiliary Production 
Ct 521 Short-term Trade Liabilities 
Ct 522 Short-term Liabilities to Related Parties 

3. Recording the cost of transportation of products and goods from the warehouse to the 
buyers or to the railway station (airport, port) by vehicles owned by the enterprise or by 
other entities if the seller (supplier) pays for the transportation: 

Dt 712 Marketing and Selling Expenses 
Ct 812 Auxiliary Production 
Ct 521 Short-term Trade Liabilities 
Ct 522 Short-term Liabilities to Related Parties 

4. Recording expenses associated with advertising in mass media, publication of booklets, 
press-releases, participation in exhibitions, fairs, etc.: 

Dt 712 Marketing and Selling Expenses 
Ct 241 Cash 
Ct 242 Settlement Account 
Ct 243 Foreign Exchange Account 
Ct 244 Special Bank Accounts 
Ct 521 Short-term Trade Liabilities 
Ct 522 Short-term Liabilities to Related Parties 
Ct 227 Short-term Receivables from Personnel 
Ct 532 Liabilities to Employees for Other Transactions 

5. Recording to expense samples of finished products and goods donated according to 
contracts at exhibitions and fairs, etc.: 

Dt 712, Marketing and Selling Expenses 
Ct 21 6 Products 
Ct 21 7 Goods 

6. Creation of provisions: 
a) to reimburse expected losses arising from doubtful debts: 

Dt 712 Marketing and Selling Expenses 
Ct 222 Allowance for Doubtful Debts 

b) associated with warranted repairs and maintenance of products sold, salaries, 
returns and discounts: 

Dt 712 Marketing and Selling Expenses 
Ct 538 Provisions for Future Expenses and Payments 

7. Charging the book value of low-value and short-life items that cost under 1/20 of 
established the unit value, to expenses: 

Dt 712 Marketing and Selling Expenses 
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Ct 213 Low-Value and Short-Life Items 

8. Accrual for depreciation of low-value and short-life items used in packaging, loading and 
unloading of products and goods sold: 

Dt 712 Marketing and Selling Expenses 
Ct 214 Depreciation of Low-Value and Short-Life Items 

9. Charging to expenses of doubtful debts relating to the expired trade receivables: 
Dt 712 Marketing and Selling Expenses 
Ct 221 Short-term Trade Receivables 

Account 713, General and Administrative Expenses, is used to account for expenses 
associated with the administration of the Cooperative as a whole. In the reporting period, 
general and administrative expenses are accumulated from the beginning of the year in ,the 
debit of Account 713 and are recorded by the following entries: 
1. Accrual of wages and salaries, various bonus, benefits to the administrating staff, service 

workers of the Cooperative and associated social security payments: 
Dt 713 General and Administrative Expenses 
Ct 531 Liabilities to Employees on Remuneration of Labor 
Ct 533 Liabilities on Insurance 

2. Recording amortization of intangible assets and fixed assets used for general purposes: 
Dt 713, General and Administrative Expenses 
Ct 113, Amortization of Intangible Assets (Reserve) 
Ct 124, Depreciation of Fixed Assets (Reserve) 

3. Recording expenditure to maintain and repair fixed assets used for general administrative 
purposes: 

Dt 713 General and Administrative Expenses 
Ct 211 Materials 
Ct 521 Short-term Trade Liabilities 
Ct 522 Sort-term Liabilities to Related Parties 
Ct 531 Liabilities to Personnel on Remuneration of Labor 
Ct 533 Liabilities on Insurance 
Ct 812 Auxiliary Production 

4. Recording the low-value and short-life items valued under 1/20 of the limit per unit (500 
lei): 

Dt 713 General and Administrative Expenses 
Ct 213 Low-Value and Short-Life Items 

5. Accrual of depreciation of low-value and short-life items valued more than 500 lei per 
unit and used for loading and unloading products sold: 

Dt 713 General and Administrative Expenses 
Ct 214 Depreciation of Low-Value and Short-Life Items 

6 .  Bills issued by guard services provided by other entities accepted for payment (for 
objects used for general administrative purposes): 

Dt 713 General and Administrative Expenses 
Ct 539 Other Short-term Liabilities 
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7. Recording expenses associated with business trips and other purposes incurred by 
accountable individuals (whether they receive a prepayment or not): 

Dt 71 3 General and Administrative Expenses 
Ct 227 Short-term ~eceivables from Employees 
Ct 532 Liabilities to Employees for Other Transactions 

8. Recording business entertainment expenses or bills received from other enterprises 
accepted for payment, reports on the use of prepayments associated with business 
entertainment services: 

Dt 713 General and Administrative Expenses 
Ct 241 Cash 
Ct 242 Settlement Account 
Ct 244 Special Bank Accounts 
Ct 227 Short-term Receivables from Employees 
Ct 521 Short-term Trade Liabilities 
Ct 532 Liabilities to Employees for Other Transactions 
Ct 539 Other Short-term Liabilities 

9. Payment or accrual of fees for banking, legal, postal, telephone, telegraph services, etc.: 
Dt 713 General and Administrative Expenses 
Ct 241 Cash 
Ct 242 Settlement Account 
Ct 244 Special Bank Accounts 
Ct 521 Short-term Trade Liabilities 
Ct 539 Other Short-term Liabilities 

10. Recording expenses associated with the insurance of property used for general 
administrative purposes: 

Dt 713 General and Administrative Expenses 
Ct 533 Liabilities on Insurance 

11. Recording additional payments for benefits, increments, compensations to employees of 
the Cooperative: 

Dt 713 General and Administrative Expenses 
Ct 531 Liabilities to Employees for Remuneration of Labor 
Ct 532 Liabilities to Employees for Other Transactions 

12. Recording expenses associated with the maintenance of transportation means: 
Dt 713 General and Administrative Expenses 
Ct 211 Materials 
Ct 124 Depreciation of Fixed Assets 
Ct 531 Liabilities to Employees for Remuneration of Labor 
Ct 533 Liabilities on Insurance 
Ct 539 Other Short-term Liabilities 

13. Recording expense of charity and sponsorship: 
Dt 71 3 General and Administrative Expenses 
Ct 241 Cash 
Ct 242 Settlement Account 
Ct 21 1 Materials 
Ct 21 6 Products 
Ct 21 7 Goods 
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14. Payment or accrual of taxes and charges to the Budget except for the income tax: 
Dt 713 General and Administrative Expenses 
Ct 241 Cash 
Ct 242 Settlement Account 
Ct 243 Foreign Exchange Account 
Ct 534 Liabilities Associated with Settlements with the B rcdget 
Ct 539 Other Short-term Liabilities 

16. Charging the value of goods after their expiration date, to expenses: 
Dt 713 General and Administrative Expenses 
Ct 21 1 Materials 
Ct 21 6 Products 
Ct 21 7 Goods 

Account 714, Other Operating Expenses, is used to summarize information on expenditure 
made to sell current assets (except for finished products, goods and services), associated with 
operating lease, payment of interest on loans and credits, fines, penalties, unallocated indirect 
manufacturing costs, deficit and loss of assets. 

In the reporting period, other operating expenses are accumulated in the debit of Account 
714 (cumulatively from the beginning of the year), and the following entries are made: 

1. Recording the book value of materials, low-value and short-life items, short-term 
securities, cash documents sold, to expense: 

Dt 71 4 Other Operating Expenses 
Ct 211 Materials 
Ct 212 Livestock for Raising and Fattening 
Ct 213 Low-Value and Short-Life Items 
Ct 231 Short-term Investments in Related Parties 
Ct 246 Cash Documents 

2. Recording expenses associated with the sale of materials, short-term securities and other 
current assets: 

Dt 714 Other Operating Expenses I 

Ct 211 Materials 
Ct 227 Short-term Receivables form Employees 
Ct 521 Short-term Trade Liabilities 
Ct 522 Short-term Liabilities to Related Parties 
Ct 531 Liabilities to Employees on Remuneration of Labor 
Ct 533 Liabilities on Insurance 
Ct 539 Other Short-term Liabilities 
Ct 812 Auxiliary Production 

3. Expenses (interest) associated with credits and loans received except for cases when they 
are capitalized in conformity with NAS 23 "Loan Expenses": 

Dt 714 Other Operating Expenses 
Ct 411 Long-Term Bank Credits 
Ct 412 Long-Term Bank Credits for Employees 
Ct 413 Long-Term Loans 
Ct 51 1 Short-term Bank Credits 
Ct 512 Short-term Bank Credits for Employees 
Ct 513 Short-term Loans 



Chapter 6. Accounting for Costs, Expenses and Revenues 

4. Recording current deferred expenses relating to the current reporting period: 
Dt 714 Other Operuting Expenses 
Ct 251 Current Deferred Expenses 

5. Charging short-term unused prepayments if the term over which the Cooperative could 
go to court expired, to expenses: 

Dt 714 Other Operating Expenses 
Ct 224 Short-term Prepayments Given out 

6. Charging bad debts to expenses (if no allowance for doubtful debts has been established): 
Dt 714 Other Operating Expenses 
Ct 134 Long-Term Receivables 
Ct 223 Short-term Receivables from Related Parties 
Ct 22 7 Short-term Receivables from Employees 
Ct 228 Short-term Receivables Associated with Accrued Revenues 
Ct 229 Other Short-term Receivables 

7. Recording deficits and losses of material goods, cash and cash documents detected by 
physical count: 

Dt 71 4 Other Operating Expenses 
Ct 211 Materials 
Ct 213 Low-Value and Short-Life Items 
Ct 21 5 Work in Progress 
Ct 21 6 Products 
Ct 21 7 Goods 
Ct 241 Cash 
Ct 246 Cash Documents 

8. Charging unallocated fixed indirect manufacturing costs to expenses: 
Dt 714 Other Operating Expenses 
Ct 81 3 Indirect Manufacturing Costs 

9. Charging the difference between the cost of inventories and their net realizable value, to 
expenses: 

Dt 714 Other Operating Expenses 
Ct 21 1 Materials 
Ct 213 Low-Value and Short-Life Items 
Ct 215 Work in Progress 
Ct 21 6 Products 
Ct 21 7 Goods 

10. Depreciation (amortization) of fixed assets (intangible assets) given in operating lease: 
Dt 714 Other Operating Expenses 
Ct 11 3 Amortization of Intangible Assets 
Ct 124 Depreciation of Fixed Assets 

11. Payment or accrual of fines, penalties and forfeits caused by violation of the legislation 
and/or contract clauses: 

Dt 71 4 Other Operating Expenses 
Ct 242 Settlement Account 
Ct 521 Short-term Trade Liabilities 
Ct 522 Short-term Liabilities to Related Parties 
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Ct 534 Liabilities on Settlements with the Bndget 
Ct 539 Other Short-term Liabilities 

Account 721, Expenses of Investing Activity, is used to summarize information on 
expenses associated with the disposal of long-term assets, their revaluation, interest in other 
enterprises, related parties, and transactions with long-term securities, etc. 

In the reporting period, investing expenses are accumulated in the debit of Account 721, 
and the following entries are made: 
1. Recording the book value of long-term assets disposed of: 

Dt 721 Investing Expenses 
Ct 1 11 Intangible Assets 
Ct 112 Intangible Assets in Process 
Ct 121 Tangible Assets in Process 
Ct 123 Fixed Assets 
Ct 131 Long-Term Investments in Unrelated Parties 
Ct 132 Long-Term Investments in Reluted Parties 

2. Recording expenses associated with the disposal of long-term assets: 
Dt 721 Investing Expenses 
Ct 21 1 Materials 
Ct 531 Liabilities to Employees on Remuneration of Labor 
Ct 533 Liabilities on Insurance 
Ct 812 Auxiliary Production 
Ct 521 Short-term Trade Liabilities 
Ct 522 Short-term Liabilities to Related Parties 

4. Recording a decrease in the value of long-term assets when disposed of: 
Dt 721 Investing Expenses 
Ct 341 Difference on Revaluation of Long-Term Assets 

5. Recording deficits and losses of long-term assets detected by physical count: 
Dt 721 Investing Expenses 
Ct 1 11 Intangible Assets 
Ct 112 Intangible Assets in Process 
Ct 121 Tangible Assets in Process 
Ct 123 Fixed Assets 

At the end of each reporting period, the debit footing in Account 721, Investing Expenses, is 
taken into account, while determining the result of investing activity: profit or loss. 

Account 722, Financing Expenses, is used to summarize information of expenses associated 
with the payment of royalty, finance lease, exchange differences, etc. 
h the reporting period, expenses of financing activity are accumulated in the debit of 

Account 722. The following entries are made: 
1. Accrual of payment for long-term assets received on finance lease from other legal 

entities and individuals: 
Dt 722 Financing Expenses 
Ct 242 Settlement Account 
Ct 243 Foreign Exchange Account 
Ct 521 Short-term Trade Liabilities 
Ct 522 Short-term Liabilities to Related Parties 
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2. Recording losses arising from exchange differences in respect of cash in foreign currency 
and the related receivables and liabilities: 

Dt 722 Firzancing Expenses 
Ct 221 Short-term Trade Receivables 
Ct 223 Short-term Receivables from Related Parties 
Ct 224 Short-term Prepayments Made 
Ct 241 Cash 
Ct 243 Foreign Exchange Account 
Ct 244 Special Bank Accounts 
Ct 227 Short-term Receivables from Employees 
Ct 521 Short-term Trade Liabilities 
Ct 522 Short-term Liabilities to Related Parties 
Ct 523 Short-term Prepayments Received 
Ct 539 Other Short-term Liabilities 

3. Charging previously made unused long-term prepayments, to expenses: 
Dt 722 Financing Expenses 
Ct 136 Long- Term Prepayments Made 

At the end of each reporting period, the deb& footing amount in Account 722, Financing 
Expense, is taken into consideration in determining the result of financing activity: profit or 
loss. 

Account 723, Extraordinary Losses, is used to summarize information on losses from 
natural calamities, political upheavals, changes in the legislation of the country and other 
extraordinary events. 

In the reporting period, the debit of Account 723, Extraordinary Losses, accumulates 
losses arising from extraordinary events from the beginning of the year. The following entries 
are made: 
1. Charging the book value of long-term and current assets disposed of as a result of 

extraordinary events, to expenses: 
Dt 723 Extraordinary Losses 
Ct 11 1 Intangible Assets 
Ct 112 Intangible Assets in Process 
Ct 121 Tangible Assets in Process 
Ct 123 Fired Assets 
Ct 21 1 Materials 
Ct 212 Livestock for Raising and Fattening 
Ct 213 Low-Value and Short-Life Items 
Ct 215 Work in Progress 
Ct 21 6 Products 
Ct 21 7 Goods 
Ct 245 Cash Floats 

2. Recording expenditures associated with the liquidation of the effects of extraordinary 
events: 

Dt 723 Extraordinary Losses 
Ct 21 1 Materials 
Ct 531 Liabilities to Employees on Remuneration of Labor 
Ct 533 Liabilities on Insurance 
Ct 241 Cash 
Ct 521 Short-term Trade Liabilities 
Ct 522 Short-termLiabilities to Related Parties 
Ct 812 Auxiliary Production 
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At the end of each reporting period, extraordinary losses accumulated in the debit of 
Account 723 are taken into consideration in determining the extraordinary result: profit or 
loss. 

Account 731, Tax Expense (Saving), is used to summarize information on tax expense 
associated with the income tax in the reporting period. 

During the reporting year, the debit of Account 731, Tax Expense (Saving), shows the 
amounts of tax prepayments made to the Budget in accordance with the legislation in force. 
The following entries are made: 

Dt 225 Short-term Receivables on Settlements with the Budget 
Ct 242 Settlement Account 

Dt 731 Tax Expense (Saving) 
Ct 535 VA T and Excise Tax Accrued, sub-account 5352 "Income Tax Prepaid". 

At the end of the reporting year, the actual amount of income tax expense shall be 
determined taking into consideration permanent and temporary differences incurred between 
the financial and taxable incomes. In this case, the following entries are made: 

1. Recording the current tax liabilities: 
Dt 731 Tax Expense (Saving) 
Ct 534, Liabilities on Settlements with the Budget 

2. Recording the deferred income tax liabilities: 
Dt 731 Tax Expense (Saving) 
Ct 425, Deferred Income Tax Liabilities 

3. Recording the deferred income tax assets: 
Dt 135 Deferred Income Tax Assets 
Ct 731 Tax Expense (Saving) 

4. Settlement of income tax prepaid in the course of the year: 
Dt 534 Liabilities on Settlements with the Budget 
Ct 225 Short-term Receivables on Settlements With the Budget 
Dt 535 VAT and Excise Tax Accrued, subaccount 5352 "Income Tax Prepaid" 
Ct 731 Tax Expense (Saving) 

In the end of the reporting' year, expense accounts are closed by transferring their debit 
footing amount to the financial result account. The following entries should be made: 

Dt 351 Income and Expense Summary 
Ct 71 1 Cost of Sales 
Ct 712 Marketing and Selling Expenses 
Ct 713 General and Administrative Expenses 
Ct 71 4 Other Operating Expenses 
Ct 721 Investing Expenses 
Ct 722 Financing Expenses 
Ct 723 Extraordinary Losses 
Ct 731 Tax Expense (Saving) 

At the beginning of the next reporting year, expense accounts have no balance. 
Entries for recording and settlements of expenses shall be shown in the following journals: 

Journal of Transactions (form S-1) or Worksheet of Costs and Expenses (form S-5) 
and Worksheet of Sales and Financial Results (form S-13) - if the Cooperative uses 
the Simplified Accounting System, 
Ledger Account 711, 712, 713, 714, 721, 722, 723 and 731- if the Cooperative uses 
the Complete Accounting System. 
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6.3. Accounting for Revenue 

6.3.1. Composition, Measurement and Recognition of Revenue 

Revenue is benefits obtained or to be obtained from rendering of services, sale of goods 
(products), lease transactions, as well as fines, penalties, recovery of material damage, etc. 

The composition, general rules of measurement and recognition of revenue are regulated 
by the provisions of NAS 18 "Revenue". 

The composition of revenues does not.include amounts charged on behalf of third persons, 
for example, VAT, excises, gross revenue received by the enterprise upon the instruction of 
third organizations from sale of their products or goods, as these amounts are not economic 
benefits of the Cooperative and do not affect its equity. 

Value added tax and excises are not revenues of the Cooperative as they are charged on 
behalf of state bodies and are transferred to the Budget. 

Amounts received in the course of intermediary transactions on behalf of the owner of 
products (goods) and transferred to him, are not the Cooperative's revenue as well. In such 
cases, the Cooperative's revenue includes only commission fee. For example, revenue of the 
Cooperative that sells goods on behalf of its members consists of commission fees deducted 
from the sale price charged from the buyer, and of other commission fees. 

Depending on sources of receipt, revenues are classified into two groups (please, see 
Figure 6.2): 

Revenue of the L 
Operating Revenue Non-operating Revenue 

Revenue 

Figure 6.2. Classification of Revenues of the Cooperative 

Operating revenues include amounts received as a result of the main activity of the 
enterprise. 

Non-operating revenue includes amounts received or subject to receiving from other 
activities of the enterprise. 

When accounting for revenues two major questions arise: 
1) measuring the revenue, i.e. determination of its size (amount) which has to be 

recorded in accounting and in financial statements; 
2) recognition of the revenue, i.e. determination of the reporting period in which the 

income has to be shown in accounting and in financial statements. 
In accordance with NAS 18 requirements, the revenue is measured at fair market value 

which represents the amount at which the asset can be exchanged in an arm's length 
transaction between knowledgeable and willing parties. Fair market value arising from 
transactions is set by the agreement between the seller and buyer, or user of the asset and 
includes the amount of cash or other remuneration received or subject to receiving. 

In some cases, the amount of the revenue can be higher or lower than the fair market value 
of sold products, goods and services. Thus, if goods are sold with discount, i.e. at the amount 
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lower than regular (sale) price, the revenue is recognized at lower amount, and not at regular 
price. 

Example 6.2 

Regular sale price of goods is 10 lei per unit (without VAT). The buyer has acquired a batch 
of goods - 2,000 units and paid in cash immediately, getting the discount in the amount of 5% 
from the total volume of sale. In this example, the seller recoglzizes the revenue in the amount 
of 19,000 lei [20,000 - 1,000 (2,000 x 5 / 1 OO)], i.e. less tlze given discount. 

When goods or services are exchanged, the revenue is measured in the following way: 
If similar goods and services with similar cost are exchanged, such exchange is not considered 
revenue generating transaction. Exchange of dissimilar products, goods and services (barter 
transactions) is treated as a revenue generating transaction. In this case, the revenue is 
measured at the fair market of goods and services received in exchange adjusted by the 
amount of transferred (received) cash or cash equivalents. If the fair market value of received 
products, goods and services cannot be measured reliably, the revenue is measured at the fair 
market value of products, goods or services transferred in exchange, adjusted by the amount 
of transferred (received) cash or cash equivalents. 

Example 6.3 

Cooperative DX exchanged goods of the carrying value of 30,000 lei for equipment of the 
carrying value of 10,000 lei with an additional payment of 3,000 lei. The revenue is 
recognized in the amount of 37,000 lei (40,000 - 3,000). 

Company DX delivers goods in the amount of 15,000 lei and pays additional 6,000 lei to a 
Repairs Company in exchange for repair services, the fair market value of which cannot be 
measured reliably. In this case, the revenue is recognized at the fair market value of 
transferred products taking into account the amount of transferred cash, i.e. 21,000 lei 
(1 5,000 + 6,008). 

The revenues are recognized provided certain criteria are met, which differ depending on 
the sources of revenues: sale of finished products and goods, rendering of services, giving out 
company's assets to be used by other persons. Criteria common for all types of assets are: 

a) it is probable that economic benefits associated with the transactions will flow to 
the enterprise; 

b) the revenue can be measured reliably. 
Revenue is recognized only when it is probable that it will flow to the enterprise. In some 

cases such certainty appears only after cash is received or uncertainties are eliminated. For 
example, when there are doubts about receiving the amount due, such amount is charged to 
expense or to decrease of the initially created allownace, and not to decrease of the initially 
recognized revenue that was recorded in finacial statements. 

When recognizing income, it is necessary to observe principle of prudence or 
conservatism according to which revenues are recognized and recorded only after they are 
earned and the enterprise is sure that it will receive them. 

Example 6.4 

In December 2001, company DX agreed with company "Stejar" on supply of a batch of 
goods, which had to be shipped and delivered in February 2002. In this case, the company 
has no absolute certainty that the transaction will take place. Principle of prudence requires 
the revenue to be recognized and recorded in financial statements only after actual delivery is 
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made and ownership rights are transferred to the buyer. Thus, if the batch of goods is 
delivered to the buyer in 2002, the revenue is recognized also in this year. 

Most Cooperatives receive revenues from sale of finished products, goods or rendering of 
services. According to NAS 18, revenue on such transactions is recognized on accrual basis 
when delivering goods, or rendering services, irrespective of the time cash is actually 
received. Thus, cash can be received by the enterprise in the prior period as well as in future 
periods, and not only in the one the revenue is recognized. For example, the Cooperative may 
receive cash from its members, before selling goods to them. In this case, if cash related to 
the sale of goods, which has to be delivered next year, is received during the current year, the 
revenue should be recognized next year. Received cash is recorded not as a revenue of the 
year of sale, but as liabilities to the related parties. 

In certain cases, NAS 18 allows recognition of revenue after actual installation of goods 
(products) sold provided the seller still has ownership rights. For example, if shipped goods 
have to be installed at buyer's premises and installation is a significant part of the contract, the 
revenue is recognized only after works on installation and technical control on sold goods are 
done. When goods are sold through consignment stores, the revenue is recognized only after 
actual sale, as before that sale, the goods are in the ownership of the supplier and can be 
returned to him. 

6.3.2. Analytical and Summary Accounting for Revenue 

The analytical accounting for revenue is maintained by types of revenues, their sources 
and periods, when they are obtained. 

Accounts of class 6 "Revenues" are used to maintain summary accounting for revenues: 
611 "Revenue from Sales': 
612 "Other Operating Income': 
621 "Investing Income': 
622 "Financing Income': 
623 "Extraordinary Income". 

Revenue accounts are liability accounts. Their credit shows cumulatively from the 
beginning of the year amounts of revenues recognized according to NAS provisions, and their 
debit shows charging accumulated revenues at the end of the reporting year to account of final 
financial results. 

When preparing quarterly financial statements, the credit footings of revenue accounts are 
recorded in Income Statement in appropriate lines. Financial results for each quarter are 
determined by calculation with no entries made. 

Recordings in revenue accounts are made based on the following source documents: 
bills of lading, 
invoices on the value added tax, 
reports on receipt and giving out of works (rendering of services), 
payment orders, 
receipt orders, etc. 

When revenues are recognized the following entries are made: 
revenue on sales: 

Dt 241 Cash 
Dt 242 Settlement Account 
Dt 243 Foreign Exchange Account - for the amount of revenue on sale of products, 

goods, works and services (without VAT and excises) 
Dt 221 Short-term Trade Receivables 
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Dt 223 Short-term Receivables from Related Parties 
Dt 227 Short-term Receivables from Enzployees - for the cost of sale of sold products, 

goods, works and services (without VAT and excises) on invoices presented 
for payment to buyers, customers, related parties, employees of the 
Cooperative 

Dt 422 Long-Term Deferred Income 
Dt 515 Current Deferred Income - for the amount of revenues from sales received in 

prior periods but related to the current reporting period 
Ct 611 Revenue from Sales - for the total sum of revenue on sales recognized in this 
reporting year 

other operating revenues: 
Dt 241 Cash 
Dt 242 Settlement Account 
Dt 243 Foreign Exchange Account - for the amount of received revenue (without 

VAT and excises) from sale of other current assets (materials, low value and 
short life items, short-term securities, etc.) 

Dt 221 Short-term Trade Receivables 
Dt 223 Short-term Receivables from Related Parties 
Dt 227 Short-term Receivables from Employees - for the cost of sale of other current 

assets sold (without VAT and excise taxes) on invoices presented for 
payment to buyers, related parties, employees of the enterprise 

Dt 21 1 Materials 
Dt 213 Low-Value and Short-Life Items 
Dt 215 Work-in-Process 
Dt 216 Products 
Dt 217, Goods - for the cost of surplusses of assets detected in the course of physical 

count, as well as on the amount of excess of their net realizable value on the 
previous evaluation within their cost 

Dt 228 Short-term Receivables on Income Accrued - for accrued payment for 
intangible and long-term tangible assets transferred to operating lease 

Dt 229 Other Short-term Receivables from Employees - for amount of accrued fines, 
penalties, and other sanctions related to claims for violating terms of 
contracts, which are recognized by enterprises and customers andor are set 
by the judicial bodies; 

Dt 422 Long-Term Deferred Income 
Dt 515 Current Deferred Income - for the amount of other operating revenues 

received during prior periods but related to the current reporting period 
Ct 612 Other Operating Income - for the total amount of other operating revenue 

recognized in the reporting year. 

Investing Revenue: 
Dt 241 Cash 
Dt 242 Settlement Account 
Dt 243 Foreign Exchange Account - for received revenue on sale of long-term assets 

(without VAT and excises); 
Dt 223 Short-term Receivables from Related Parties 
Dt 227 Short-term Receivables from Employees 
Dt 229 Other Short-term Receivables - for the cost of sale of disposed of long-term 

assets (without VAT and excises) delivered to the third parties, related parties 
and personnel; 
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Dt 228 Short-term Receivables on Income Accrued - for the amount of accrued 
dividends, interests, return on share participation in other enterprises; 

Dt 11 1 Intangible Assets 
Dt 121 Tangible Assets in Process 
Dt 123 Fixed Assets - for the excess of long-term assets detected during physical 

count; 
Dt 211 Materials - for the cost of materials received on liquidation of fixed assets in 

excess of their earlier calculated residual value 
Dt 341 Differences on Revaluation of long-Term Assets - for the amount of 

appreciation diffences related.to disposed of long-term assets 
Dt 422 Long-Term Deferred Income 
Dt 515 Current Deferred Income - for the amount of investing revenue received 

during prior periods but related to the current reporting period 
Ct 621 Investing Income - for the total amount of investing revenue recognized in this 

reporting period 

Financing Revenues: 
Dt 11 1 Intangible Assets 
Dt 121 Tangible Assets in Process 
Dt 122 Land 
Dt 123 Fixed Assets 
Dt 21 1 Materials 
Dt 213 Low-Value and Short-Life Items 
Dt 217 Goods - for the cost of assets received from other legal entities and individuals 

free of charge 
Dt 221 Short-term Trade ~eceivables 
Dt 223 Short-term Receivables from Related Parties 
Dt 224 Short-term Prepayments Made 
Dt 241 Cash 
Dt 243 Foreign Exchange Account 
Dt 227 Short-term Receivables from Employees 
Dt 521 Short-term Trade Liabilities 
Dt 522 Short-term Liabilities to Related Parties 
Dt 534 Liabilities on Settlements with the Budget - for the amount of recognized 

revenue on exchange differences on cash in foreign currency and the related 
receivables and liabilities; 

Dt 241 Cash 
Dt 242 Settlement Account 
Dt 243 ForeignExchange Account - for amounts of subsidies received from the 

Budget, premium, awards, as well as inflows from other persons as sponsor 
assistance, under non-competition agreements 

Dt 531 Liabilities to Employees on Remuneration of Labor - for the amount of 
written off payables and receivables with expired legal limitation 

Dt 422 Long-Term Deferred Income 
Dt 515 Current Deferred Income - for the amount of financing revenues received in 

prior periods but which are related to the current reporting period 
Ct 622 Financing Income - for the total amount of financing revenues recognized in 

this reporting year 
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Extraordinary Income: 
Dt 21 1 Materials 
Dt 213 Low-Value and Short-Life Items 
Dt 21 7 Goods 
Dt 241 Cash 
Dt 242 Settlement Account 
Dt 243 Foreign Exchange Account - for the cost of assets and cash received from 

state entities, legal entities and individuals to compensate losses caused by 
extraordinary events 

Dt 229 Other Short-term Receivables - for amounts to be received from insurance 
companies to compensate losses caused by extraordinary events 

Ct 623 Extraordinary Income - for the total amount of extraordinary revenue 
recognized in this reporting year. 

At the end of the reporting year, revenue accounts are closed by writing off accumulated 
revenues to Account 351, Income and Expense Summary. 

The following entry is made: 
Dt 61 1 Revenue from Sales 
Dt 612 Other Operating Income 
Dt 621 Investing Income 
Dt 622 Financing Income 
Dt 623 Extraordinary Income 
Ct 351 Income and Expense Summary 

After this transaction, revenue accounts are closed and net profit (loss) of the reporting 
year is determined in Account 351, Income and Expense Summary. For these purpose, the 
debit footing (accumulated expenses) and credit footing (accumulated revenues) of this 
account are compared. If total amount of revenues exceeds the amount of expenses, the 
Cooperative receives profit, which is recorded as follows: 

Dt 351 Income nd Expense Summary 
Ct 333 Net Profit (Loss) of the Reporting Period 

When the amount of the revenue is less than the amount of expenses, the Cooperative has 
losses, which are recorded by a reversal entry: 

Dt 333 Net Profit (Loss) of the Reporting Period 
Ct 351 Income and Expense Summary 

After writing off net profit (loss) of the reporting period, Account 351, Income and 
Expense Summary is closed and is not recorded on the financial statements. 

The amount of net profit (loss) of the reporting period is recorded in line 150 of Income 
Statement and is shown in the Balance Sheet in line 590, Net Proj2 (Loss) of the Reporling 
Period. 

Entries on recording and settlement of revenues is recorded in the following journals: 
Journal of Transactions (form S-1) or Worksheet of Sales and Financial Results 
(form S-13) - if the Cooperative uses the Simplified Accounting Ssystem; 
Ledger Accounts 611, 612, 621, 622 and 623 - if the Cooperative uses the Complete 
Accounting System. 
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Chapter 7. Accounting for Statutory Capital 

Objectives of this Chapter: 

a Define statutory capital of the Cooperative and identib its components. 
a Describe the accounting for the Cooperative's statutory capital formation. 
a Group transactions in ordinary and preferred shares depending on the need to 

reflect them in summary accounts. 
a Explain the accounting for changes in the Cooperative? statutory capifnl. 

7.1. Accounting for Statutory Capital Formation 

Statutory capital is an underlying component of the Business Cooperative's equity. On the 
one hand, statutory capital serves as the main source of formation of the minimum of property 
necessary for the Cooperative's statutory activities. On the other hand, statutory capital is 
intended to guarantee financial interests of the Cooperative's creditors. 

Under current legislation, statutory capital of the Cooperative may include several 
components, as shown in Figure 7.1. 

1 Statutory Capital 1 

Ordinary Shares 
I 

I Preferred Shares I 

Shares Shares Shares 

Figure 7.1. Business Cooperative's Statutory Capital Composition 

Accounting for formation of and changes in the Cooperative's statutory capital is 
governed by general and special legal and normative acts. The latter include, in particular: 

a Law No. 73-XV 
a Methodical Instructions on Spenp  Features of Accounting in EWepreneuriaI 

Cooperatives 
Statutory capital formation procedure in the business Cooperatives is characterized by a 

number of specific features. In particular, the Cooperative's statutory capital formed at its 
establishing includes exclusively initial shares of its founders. As a result, at this point the 
statutory capital value equals the amount of initial shares, determined in the Cooperative's 
foundation documents. 

Cash and non-cash property can be contributed as payment for initial shares. If foundation 
documents stipulate that founders should make cash contributions, funds contributed as initial 
shares are accumulated in a temporary bank account until the Cooperative's state registration 
date. 

Non-cash contributions to the founders' initial shares are evaluated in the manner set by 
the Cooperative's statute, and evaluation result is approved by a decision of the Cooperative's 
authorized body (general members' meeting or Cooperative's Board). 

As envisioned by the aforementioned normative acts, initial statutory capital formation is 
reflected in accounting after the Cooperative's state registration. Analytical 
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Accounting for statutory capital is kept in Cooperative Member's Personal Account by each 
founder. Entries on the size of a founder's initial share, share weight in the total statutory 
capital value, and share payment (non-payment) are made in the document showing statutory 
capital formation. 

Summary accounting for the Cooperative's statutory capital is kept in liability Account 
311 Statutory Capital. Within this account, which generalizes information about statutory 
capital and changes in it, the Cooperative can open the following sub-accounts: 

3111 Initial Registered Capital - to account for existence and flow of the founders' 
initial ordinary shares at value recorded in the Cooperative's foundation documents; 
3112 Other Agreed-upon Capital - to account for existence and flow of ordinary and 
preferred shares following the Cooperative's registration. 

Within sub-account 3112 Other Agreed-upon Capital, the Cooperative can open III grade 
accounts to account separately for initial shares, additional shares, bonus shares, and preferred 
shares. 

When statutory capital formation is reflected, cash contributions to initial shares made by 
the founders are recorded as cash receipts, and non-cash and outstanding cash contributions as 
unpaid capital by the following accounting entry: 
Dt 242 Settlement Account - for the collected (contributed) cash amount; 
Dt 313 Unpaid Capital - for the value of non-cash and outstanding cash contributions to be 

made by installments in conformity with the foundation documents; 
Ct 311 Statutory Capital - for the value of founders' initial shares envisioned by the 

Cooperative's foundation documents. 

Along with a Foundation Agreement and State Registration Certificate of the 
Cooperative, cash order - if cash is contributed by cash, and payment order - if cash is 
contributed by transfer, also serve as confirming documents for making the aforementioned 
accounting entry. 

Thereafter, clearance of the foundersy initial share arrears is accounted for as cash 
proceeds, receipts of other assets, and unpaid capital decrease: 
Dt 111 Intangible Assets; 
Dt 123 Fixed Assets; 
Dt 131 Long-term Investments in Unrelated Parties; 
Dt 211 Materials; 
Dt 21 7 Goods; 
Dt 241 Cash; 
Dt 242 Settlement Account and other asset accounts; 
Ct 313 Unpaid Capital. 

Receipt of non-cash property as payment for shares can be evidenced by inspection report 
- for long-term assets and bill of lading or invoice on the value added tax - for goods and 
materials. 

Example 7.1 

On August 7, 2001 a business Cooperative's founders concluded a Cooperative 
Foundation Agreement with statutory capital of 3,500 lei. The Foundation Agreement 
envisions contributions of cash in the amount of 1,700 lei and non-cash property comprising 
1,800 lei. 

Prior to the Cooperative's state registration, the founders contributed to the temporary 
bank account the entire amount of cash envisioned by the Foundation Agreement. The 
Cooperative's state registration took place on September 18, 2001. Following the 
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Cooperative's registration, its statutory capital formation is accounted for by the following 
accounting entry: 
Dt 242 Settlement Account 1,700 lei; 
Dt 313 UnpaidCapital 1,800 lei; 
Ct 31 1 Statutory Capital 3,500 lei. 

On October 10, 2001, under the Foundation Agreement, the founders contributed to the 
Cooperative: 

fixed assets amounting 1,000 lei; 
materials amounting 800 lei. 

Settlement of the founders' initial share liabilities is accounted for by the following 
accounting entry: 
Dt 123 Fixed Assets 1,000 lei; 
Dt 211 Materials 1,800 lei; 
Ct 313 Unpaid Capital 1,800 lei. 

Pursuant to provisions of Law No. 73-XV, foundation documents should specify a time 
frame during which each founder is obliged to make contributions to hislherlits initial share. 
In reality, for various objective and subjective reasons founders sometimes fail to meet the 
terms and conditions set in the Cooperative's Foundation Agreement and Statute. This often 
happens when contributions are made by installments or shares are paid for by non-cash 
property. Upon the expiry of the time frame stipulated in the foundation documents for share 
contributions, the member pays interest to the Cooperative in the amount set by the 
Cooperative's Statute. The amount of accrued interest is recorded in the Cooperative's 
accounts as follows: 
Dt 228 Short-term Receivables on Income Accrued; 
Ct 621 Investing Income. 

For received interest, the following accounting entry is made: 
Dt 241 Cash; 
Dt 242 Settlement Account; 
Ct 228 Short-term Receivables on Income Accrued. 

Accounting Note on Accrued Interest, Cash Order, and Payment Order serve as an 
evidence for making these accounting entries. 

Example 7.2 

Under the Cooperative's Foundation Agreement, founder Ion Plugam is obliged to contribute 
as his initial share cash totaling 700 lei as follows: 

a)  first installment - 350 lei -prior to the Cooperative state registration; 
b)  second installment - 200 lei - not later than October 31, 2001; 
C )  third installment - 150 lei - not later than November 30, 2001. 
The same document stipulates that not later than October 31, 2001, founder Tudor Esanu 

is obliged to contribute as his initial share a horse, the estimated value of which is 1,000 lei. 
Founder Ion Plugam paid the second and third installments to his initial share 32 and 

48 days later respectively due to money shortage. Interest due to the Cooperative was collected 
concurrently. Founder Turod Esanu failed to make his non-cash contribution until the end of 
2001 (which represents 61-day delay as of the Annual Financial Statement date) due to 
livestock morbidity caused by epizootic. In accordance with the Cooperative's Statute, which 
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envisions accrual of interest in the amount of 0.05% of outstanding amount for each day of the 
delay, the total amount of interest in this event is calculated as follows: 

Founder Ion Plugaru 200 x 32 x 0.05 : 100 = 3.2 lei, 
150 x 48 x 0.05 : 100 = 3.6 lei, 

Founder Tudor Esanu 1,000 x 61 x 0.05 : 100 = 30.5 lei 
Total 37.31ei 

The following accounting entry is made for interest assessment: 
Dt 228 Short-term Receivables on Income Accrued 37.31ei; 
Ct 621 Investing Income 37.31ei. 

The amount of interest collected from founder Ion Plugaru is reflected by the following 
accounting entry: 
Dt 241 Cash 6.8 lei; 
Ct 228 Short-term Receivables on Income Accrued 6.8 lei. 

Interest on founder Tudor Esanu's outstanding contribution in the amount of 30.5 lei will 
be reflected in the Balance Sheet as part of short-term receivables on income accrued. 

In Cooperatives' economic practice sometimes there are situations when estimated value 
of a non-cash contribution exceeds the size of the member's share. In this case, the 
Cooperative's authorized body, by the share holder's consent, makes a decision on solving the 
problem. In particular, the above-mentioned difference can be recorded as follows: 

Cooperative's liability to the member payable by the Cooperative by cash or to be 
further used as contribution to additional share; 
loan to the Cooperative; 
contribution to additional capital; 
financial aid; 
property transferred to the Cooperative free of charge. 

Depending on the decision made, the following accounting entry is made for the amount 
of difference: 
Dt 123 Fixed Assets and other asset accounts; 
Ct 537 Liabilities to Founders and Other Co-founders - if the difference is considered to 

be liability to the member; 
Ct 413 Long-term Loans or 
Ct 513 Short-term Loans - if the difference is considered to be a loan to the Cooperative; 
Ct 312 Additional Capital - if the difference is considered to be a contribution to the 

Cooperative's additional capital; 
Ct 622 Financing Income - if the difference is considered to be property transferred to the 

Cooperative free of charge. 

Extract from the minutes of the Cooperative's authorized body's meeting (session) 
serves as the confirming document for making this accounting entry. 

Example 7.3 

Under the Cooperative's foundation agreement, three founders are obliged to contribute 
as their initial shares the following non-cash indivisible property within three months 
following the Cooperative's state registration: 
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Initial share, Non-cash Estimated value of 
lei corttributiort contribution, lei 

Zlie Pruteanu I, 000 Motorcycle 1,300 
Nicolae Scurtu 900 horse 1,200 
Mihai Tofan 900 cart 1,100 

By consent of concerned founders the Cooperative's Board made the following decision: 
I. Consider the amount of excess of the estimated value of founder Zlie Pruteanu's non- 

cash contribution over the initial share alnoulzt totaling 300 lei to be the 
Cooperative's liability to the founder. Settle such liability by cash within a month 
following the transfer of non-cash contribution to tlze Cooperative. 

2. Consider the amount of excess of the estimated value of founder Nicolae Scurtu's 
non-cash contribution over the initial share an.zount totaling 300 lei to be a loan 
provided to the Cooperative for six months. Assess interest on the loan according to 
the agreement concluded between the Cooperative and its member. 

3. Consider the amount of excess of the estimated value of founder Mihai Tofan's non- 
cash contribution over the initial share amount totaling 200 lei to be property 
transferred to the Cooperative free of charge. 

According to presented accounting data, the following accounting entries are made: 
I. Following the Cooperative's state registration, for founders' initial shares: 

Dt 313 Unpaid Capital 2,800 lei; 
Ct 311 Statutory Capital 2,800 lei. 

2. At the moment of non-cash property contribtition as initial shares: 
Dt 123 Fixed Assets -for the estimated value of coiltribtrtions inade 3,600 lei; 
Ct 313 Unpaid Capital -for the value of founders' initial slzares 2,800 lei; 
Ct 537 Liabilities to Founders and Other Co-founders -for the diflerence between the 

share value and tlze contribution considered to be tlze Cooperalive's liability to its 
member 300 lei; 

Ct 513 Short-tern b a n s  -for the diflerence between the share value and the contribution 
considered to be a loan to the Cooperative 300 lei; 

Ct 622 Financing Income -for the dlflerence between tlze share value and the contribution 
considered to be property transferred to the Cooperative free of charge 200 lei. 

7.2. Accounting for Changes in Statutory Capital 

Pursuant to the current legislation, one of the underlying operational principles of 
Business Cooperates is to form variable statutory capital. This means that in the course of its 
activities the Cooperative often resorts to increase or decrease in its statutory capital and 
change in its component ratios. At the same time, not all transactions in ordinary or preferred 
shares carried out by the Cooperative and its members are reflected in summary accounting. 
From this viewpoint such transactions can be classified as shown in Figure 7.2. 

Figure 7.2 shows that the first group includes transactions resulting in change in the share 
owner, while total amount of respective shares remains unchanged. In this case, no entries are , 
made in summary accounts. Respective changes are only reflected in the Cooperative 
members' personal accounts. 

The second group of transactions includes those transactions changing the size of common 
or preferred shares. Such transactions need to be reflected in summary accounting. Below, we 
will consider the substance and manner of accounting for such transactions. 

Unlike other economic entities, which account for changes in the statutory capital following 
the introduction of respective changes to the Statute and State Registration Registry, the 
Business Cooperative accounts for changes in the statutory capital in its accounts without 
amending its Statute. This specific feature, provided by Law No. 73-XV, conditions the timing 
and nature of confirming source documents necessary to reflect changes in the statutory capital 
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in accounting. Such changes are recorded in Account 311 Statutory Capital, sub-account 3112 
Other Agreed-upon Capital on the date set by an appropriate decision of the Cooperative's 
authorized body. In this event Extract from minutes of the Cooperative's general meeting or 
Board meeting serves as the confirming document. The balance of sub-account 3112 Other 
Agreed-upon Capital can be a credit balance - and recorded as a plus amount in the balance 
sheet liabilities, or a debit balance - and reflected as a minus amount in the balance sheet 
liabilities. At the same time, the minus balance of the aforementioned sub-account may not 
exceed initially recorded capital. 

If a new member joins the Cooperative and makes contributions as hislherlits initial share, 
accounting entries are made similar to those made for the Cooperative's statutory capital 
formation. 

Ordinary share (share portion) conversion into preferred share is reflected in Account 311 
Statutory Capital, sub-account 3112 Other Agreed-upon Capital as ordinary share decrease 
concurrently with preferred share increase. Preferred share (share portion) conversion into 
additional share is the opposite case. Accounting entries are made on the approval date of .the 
Cooperative's Board decision (agreement) on share conversion. Appropriate changes are 
introduced to the Cooperative members' personal accounts, to which an extract from the 
minutes of the Cooperative Board meeting is attached. 

Ordinary and 
Preferred Shares 

Transactions 

I - I 

~. 

share (its portion) to 
another member o r  
associated member of  
the Cooperative or 
third parties 

Not Reflected in Summary 
Accounting 

I 

Share succession r'- 

Reflected in Summary Accounting 

ordinary or  preferred 
, 

b 

New member's contributions to the statutory 
capital (ordinary share formation) 

, 

Levying execution upon 
the share (including 
pledged share) for the 
Cooperative member's 
or associated member's 
liability to third parties 
(creditors) 

Transfer of ownerless share value to the 
Cooperative's additional capital 

Ordinary share (its portion) conversion into 
preferred share and vice versa 

' 
' 

, 

Ordinary or preferred share (its portion) 
conversion into the loan to the Cooperative and 
vice versa 

Ordinary andfor preferred share reduction with a 
view to recovering damages caused to the 
Cooperative through the Cooperative member's 
fault 

Share value reimbursement in case a member 
leaves or excluded from the Cooperative or in 

Share increase at the expense of the risk fund 

, 

Figure 7.2. Classification of Ordinary and Preferred Shares Transactions 
Depending on the Need to Reflect Them in Summary Accounts 

Ordinary share reduction when book losses are 
covered by statutory capital reduction 
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Example 7.4 

Due to inability to attend regularly the Cooperative's general meetings, member Anatol 
Crudu filed an application for conversion of his initial ordinary share' worth 500 lei into 
preferred share. At the same time, member Nicu Dontu, who holds 8 percent of the total 
nunzber of the Cooperative members' votes, filed an application for conversion of his 
preferred share worth 300 lei into an additional share with a view to increasing his share of 
votes above 10 percent. The Cooperative Board meeting reviewed the applications and gave 
its consent to the requested conversions. 

At the Board's decision date the following accounting entries are made in the 
Cooperative's accounting based on the extract from the minutes: 

1. Conversion of member Anatol Crudu's ordinary share into preferred share: 
Dt 31 1 Statutory Capital, sub-account 31 12 Other Agreed-upon Capital, 

III-degree account 31 121 Initiul Shares 500 lei; 
Ct 31 1 Statutory Capital, sub-account 31 12 Other Agreed-upon Capital, 

III-degree account 31 124 Preferred Shares 500 lei. 

2. Conversion of member Nicu Dontu's preferred share into additional share: 
Dt 31 1 Statutory Capital, sub-account 31 12 Other Agreed-upon Capital, 

III-degree account 31 124 Preferred Shares 300 lei; 
Ct 311 Statutory Capital, sub-account 3112 Other Agreed-upon Capital, 

III-degree account 31122 Additional Shares 300 lei. 

If ordinary or preferred share (its portion) is converted into a loan to the Cooperative, decrease 
in the value of respective shares is recorded in the debit of Account 311 Statutory Capital, sub- 
account 3112 Other Agreed-upon Capital with concurrent accounting for formation of (increase 
in) long- or short-term loans from related parties in the credit of Account 413 Long-term Loans 
or 513 Short-term Loans. The entry made in summary accounts is justified by the loan 
agreement concluded between the Cooperative and its member according to the procedure set by 
the Cooperative's general meeting. This document must specify the loan date and period, which 
determines the timing of accounting for the conversion transaction and loan classification as either 
long- or short-term liability. 

Example 7.5 

As a result of the Cooperative membership reduction, a member holds above 20 percent of 
its statutory capital. Having received the Cooperative's notice of excess of statutory ceiling, 
the nzember filed an application for conversion of surplus totaling 370 lei (which includes the 
entire anzount of preferred share of 300 lei and a portion of initial ordinary share in the 
amount of 70 lei) into a loan to the Cooperative. Based on the Cooperative Board's consent 
to the requested conversion, the Cooperative nzember concluded a six-month loan agreement 
with the Cooperative. 

At the contract conclusion date the following accounting entry is made in the 
Cooperative's accounting: 
Dt 311 Statutory Capital, sub-account 3112 Other Agreed-upon Capital, 

III-degree account 31121 Initiul Shares 70 lei; 
Dt 31 1 Statutory Capital, sub-account 31 12 Other Agreed-upon Capital, 

III-degree account 31 124 Preferred Shares 300 lei; 
Ct 513 Short-term Loan, sub-account 5132 Short-term Loans 
from Related Parties 370 lei. 

In the Business Cooperatives' economic activities the opposite situations also occur, when 
a loan made to the Cooperative by its member is converted into an additional or preferred 
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share. Such transaction is accounted for as decrease in long- or short-term loans from related 
parties in the debit of Account 413 Long-term Loans or Account 513 Short-term Loans and 
increase in other agreed-upon capital in the credit of Account 311 Statutory Capital. 

Example 7.6 

Upon the expiry of the loan agreement concluded between the Cooperative and its 
member in the amount of 500 lei for 9 months, it was stated that there is not enough money to 
repay the loan and pay interest in the amount of 140 lei. The Cooperative member agreed to 
the proposal to convert the entire amount of liability (640 lei) into additional share and$led 
a respective application with the Cooperative's Board. Based on the application, the Board 
made a decision to convert the loan into an additioizal share. 

The following accounting entry is made based on the extract from the minutes of the 
Cooperative Board meeting: 
Dt 513 Short-term Loans, sub-account 5132 Short-term Loans 
@om Related Parties 640 lei; 
Ct 311 Statutory Capital, sub-account 3112 Other Agreed-upon Capital, 

III-degree account 31122 Additional Shares 640 lei. 

Ordinary and preferred shares can serve as tender to repay damages caused to the 
Cooperative through its member's fault. In the given case, decrease in the amount of ordinary 
or preferred share is accounted for as reduction in other agreed-upon capital in the debit of 
Account 311 Statutory Capital concurrently with clearance of receivables from the 
Cooperative member for damages in the credit of Account 223 Short-term Receivables from 
Related PartiesrtDecrease in shares due to recovery of recognized damages by the guilty party 
is accounted for based on the Exfract from the ntinzltes of the Cooperative's management 
body meeting (session). Otherwise, appropriate entries are made based on the court's 
decision. 

Example 7.7 

Based on the Cooperative's materials I~lvei~tory Report it was stated tlmt materials amounting 
150 lei at book value are missing through the fault of the Warehouse Manager, who is the 
Cooperative member. He admitted his guilt, and the Cooperative Board made the decision to 
recover the book value of materials, multiplied by a factor of 1.5, at the expense of the member? 
ordinary share reduction. 

The following accouiztiizg entries will be made in the Cooperative's accounting based on 
the aforementioned data: 

Table 7.1 
Accounting Entries for Recovery of Recognized Damages 

at the Expense of Ordinary Share Decrease, in lei 

1 recovery of damages multiplied by a factor of 1.5 1 223 1 612 1 225 1 

No. 

1 
2 

13 1 Showing ordinary share reduction for recovery of damages / 311 1 223 / 225 1 
In conformity with the current legislation, the Cooperative's members bear joint and 

several secondary liability within the limits of outstanding portions of ordinary shares held by 
other members, if the Cooperative's property is inadequate to satisfy its creditors' claims. 
From the practical viewpoint, members are obliged, as necessary, to make contributions 

Contents of Transactions 

Showing lack of materials at their book value 
Showing receivables from the Warehouse Manager for 

Amount 

150 

Accounts 
Debit 

714 
Credit 

211 
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within the limits of the Cooperative's unpaid capital. Collection of contributions is accounted 
for in the debit of Accounts 241 Cash and 242 Settlement Account. At the same time, the 
formation of the Cooperative's liability to such members is recorded in the credit of Account 
537 Liabilities to Founders and other Co-founders. 

Thereafter, satisfaction of creditors' claims at the expense of collected contributions is 
accounted for in the usual manner: long- or short-term liabilities accounts are debited while 
cash accounts are credited. 

Payment of outstanding portions of ordinary shares on a voluntary basis or as decided by 
court is shown in the debit of cash accounts'and credit of Account 313 Unpaid Capital. 

Afterwards, settlement of the Cooperative's liabilities to its members, who assumed 
secondary liability, and cash withdrawal is recorded in the accounts simultaneously: 
Dt 537 bbi l i t ies  to Founders and Other Co-founders; 
Ct 241 Cash; 
Ct 242 Settlement Account. 

The above accounting entries are justified by cash orders - if cash is collected or issued 
by cash or payment orders - if payments are made by transfer. 

Obviously, such economic transactions occur more often in the event of liquidation of 
business Cooperatives, but they might also take place in the course of the Cooperative's day- 
to-day operation. 

Example 7.8 

Upon the expiry of a contract for credit made between the Cooperative and a commercial 
bank for 10 months, liabilities, including interest on the credit, totaled 1,360 lei. The value of 
cash and other available assets at the moment is 985 lei. At the same time, according to the 
Cooperative members' personal accounts, two founders out of jive have arrears on initial 
shares totaling 460 lei. These founders refused to settle their arrears without delay due to 
lack of cash. 

The above data shows that the gap between satisfaction of the creditor's claim and 
available Cooperative's property is 375 lei (1,360 - 985), which fits into outstanding portions 
of ordinary shares. Pursuant to provisions of the current legislation, three founders of the 
Cooperative, who made full corztributions to the statutory capital, decided to make cash 
contributiorzs in the required amount in order to satisfy the creditor's claim. Collected 
contributions were transferred to pay liability to the creditor. 

The Cooperative demanded judicially payment of the two founders' outstanding shares. 
Demanded payment was obtained by cash through enforcement of a court's ruling. At the 
expense of this cash, the Cooperative settled its liabilities to the members who assumed joint 
and several secondary liability. 

The following accounting entries are made in the Cooperative's accounting for such 
transactions (see Table 7.2): 
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Table 7.2 

Accounting Entries for Contributions in the Event 
of Cooperative Members' Secondary Liability, in lei 

During economic activities of the Cooperative, ordinary and preferred shares of its 
members might lose their actual value due to inflation or force-majeure. In order to recover 
lost value of shares, the current legislation allows Cooperatives to use the Risk Fund, which is 
set up beforehand, based on the net profit. If the Cooperative members' general meeting 
approves the decision on the risk fund use to cover loss in the actual value of shares, Risk 
Fund reduction is accounted for in the debit of Account 322 Statutory Reserves and the 
increase in shares is recorded concurrently in the credit of Account 311 Statutory Capital, 
sub-account 31 12 Other Agreed-upon Capital. 

Example 7.9 

No. 

1 
2 
3 
4 

When the Cooperative was set up, its statutory capital totaling 1,250 lei was formed out of 
five equal shares of its founders. Over two years the Cooperative created Risk Fund in the 
amount of 830 lei from generated profit. At the same time, initial shares devalued due to 
inflation and the statutory capital became inadequate to maintain the Cooperative's economic 
activities. 

An application for membership was filed with the Cooperative. In his application, the 
applicant specified that he was able to contribute not more than 500 lei as his initial share. 
Taking into consideration the devaluation of the founders' initial shares and participation 
ceiling in the Cooperative's statutory capital, as set by the law, the Cooperative members' 
general meeting decided: 

1. Use the Risk Fund money in the amount of 750 lei to repay, on a pro rata basis, loss in 
the value of the founders' initial shares due to inflation. 

2. Accept the application for membership with initial share of 500 lei, which makes up 
20percent of the increased value of the statutory capital totaling 2,500 lei (1,250 + 
750 +500). 

Based on an Extract from the minutes of the Cooperative members' general meeting, the 
following accounting entry shall be made for recovery of the loss in the value of founders' 
initial shares at the expense of the Risk Fund: 
Dt 322 Statutory Reserves, sub-account 3222 Risk Fund 750 lei; 
Ct 311 Statutory Capital, sub-account 3112 Other Agreed-upon Capital 750 lei. 

Contents of Transactions 

Collection of founders' contributions 
Settlement of liabilities to the creditor 
Payment of the two founders' outstanding contributions 
Clearance of liabilities to members who assumed joint and 
several secondary liability 

In case of a member's voluntary leaving or exclusion from the Cooperative and in other 
similar events, the Cooperative is obliged, pursuant to the current legislation, to reimburse the 
member for value of ordinary and preferred shares. At the same time, the legislation does not 
allow Cooperatives to repurchase shares. This means that when the value of shares is 
recovered no withdrawn capital appears in the Cooperative and, accordingly, Account 314 is 
not used in its accounting. 

Recovery of share values in summary accounts is reflected as follows: 

Amount 

375 
375 
460 

375 

Account 
Debit 

242 
51 1 
241 

537 

Credit 

537 
242 
313 

241 
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On the effective date of the Cooperative's authorized body's decision on share value 
recovery, decrease in value of respective shares is recorded in the debit of 
Account 311 Statutory Capital, sub-account 3112 Other Agreed-upon Capital, and 
concurrently formation of (increase in) liability to the Cooperative's members is 
accounted for in the credit of Account 537 Liabilities to Founders and Other Co- 
founders; 
On the date of cash transfer to a former member, clearance of share recovery liability 
is shown in the debit of Account 537 Iiabilities to Founders and Other Co-founders 
in correspondence with the credit of cash accounts. If shares are recovered by non- 
cash property, withdrawal of such property is accounted for as a regular sale 
transaction. 

Extract from the minutes of the Cooperative's authorized body meeting (session) serves 
as the confirming document for making the first aforementioned accounting entry. The second 
accounting entry can be justified by the following documents: Cash Order, Payment Order, 
Report on Receipt and Handing Over of Fixed Assets - for long-term assets, bill of lading 
or invoice on the value added tax - for goods and materials. 

Example 7.10 

The Cooperative Board reviewed an application of a member wishing to leave the 
Cooperative. The Bourd's decision envisioned recovery of the ordinary share value of 750 lei 
by transferring nzaterials with the book value of 510 lei and preferred share value of 250 lei 
by cash. These recovery liabilities are to be settled in a inonth afier the Board's decision date 
but itot later than two months. 

The following accounting entries are made in the Cooperative's accounting according to 
the above data (please, see Table 7.3): 

Table 7.3 

Accounting Entries for Share Value Recovery upon Withdrawal of Cooperative Members, 
in Mdl 

Sometimes there are situations in the economic activities of Business Cooperatives when 
for various reasons a member discontinues relations with the Cooperative without prior 
notification of management bodies or application for leaving. Three years after the relation 
discontinuation date, the member's share is considered an ownerless share. By unanimous 
decision of the general meeting or court made based on the documentary evidence of the 
impossibility of finding the ownerless share's holder, the value of such share can be included 
into the Cooperative's additional capital. In this case, decrease in Other Agreed-upon 
Capital is recorded in the debit of Account 311 Statutory Capital and increase in the 
additional capital is recorded in the credit of Account 312 Additional Capital. 

No. 

1 
2 
3 
4 

5 

Amount 

750 
250 
250 

510 

750 

Contents of Transactions 

Showing Cooperative '5 ordinary sltare recovery liabilities 
Showing Cooperative's preferred share recovery liabilities 
Cash payment 
Showing book value of materials transferred as ordiitary 
share recovery 
Showing selling value of materials transferred as ordiizary 
share recovery 

Account 
Debit 

3,112 
3,112 
537 

71 4 

537 

Credit 

537 
537 
241 

211 

612 
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Example 7.11 

Upon the expiry of a three-year term since the last transaction with the Cooperative 
member Aurel Platon, the Cooperative Board took measures to find this member. The 
measures failed, and appropriate documentary evidence (address bureau certificate, etc.) was 
presented to the Cooperative members' general meeting. The meeting made a unanimous 
decision to include the value of the member's initial ordinary share of 150 lei and preferred 
share of 85 lei in the Cooperative's additional capital. 

The following accounting entry is made based on the Extract from the general meeting 
minutes: 
Dt 31 1 Statutory Capital, su b-account 31 12 Other Agreed-upon Capital, 

III-degree account 31121 Inithl Shares 150 lei; 
Dt 31 1 Statutory Capital, su b-account 31 12 Other Agreed-upon Capital, 

III-degree account 31 124 Preferred Shares 75 lei; 
Ct 312 Additional Capital 225 lei. 

Information about transactions related to formation of, and changes in, the statutory 
capital of a Business Cooperative is systemized in the accounting records, the form and 
substance of which depend on the accounting system used by the Cooperative. 

If the Simplified Accounting System is applied, two ways of showing and accumulating 
transactions on statutory capital formation and change are possible: 

Based on Journal of Transactions (form S-1); 
Using Owner's Equity Worksheet (form S-8). 

If the Cooperative uses the Complete Accounting System, Owner's Equity Registry is 
used to systemize Btatutory capital formation and change transactions, in which the 
transactions are shown in the credit of Accounts 311 Statutory Capital, 312 Additional 
Capital, and 31 3 Unpaid Capital. 
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Cha~ter 8. Accountine for Net Profit Distribution 

Objectives of this Chapter: 

Describe accounting for dividend accrual and payment. 
Explain accounting for compensation for Balance Sheet deficit. 
Describe accounting for formation and use of the Cooperative's reserves Cfunds). 
Review accounting for bonus share accrual. 

Net profit (net loss) represents after7tax income summary of the reporting period. To 
put it other words, net profit is determined by subtraction of the income tax expense (saving) 
from the before-tax profit. 

Accounting for the Cooperative's transactions on profit distribution is governed by 
general and special legal and normative acts. The latter include, in particular: 

Law NO. 73-XV 
Methodical Instructions on SpeciJic Features of Accounting in Entrepreneurial 
Coopemtives 

Reporting-year net profit (net loss) is recorded in Account 351 Income and Expense 
Summary, in which all accumulated income and expenses for all types of the Cooperative's 
activities are recorded at the year-end. The same account determines financial result (that is, 
before-tax profit or loss) as the difference between total income and total expenses. Once 
income tax expense (saving) is reflected in this account, the difference between debit and 
credit footings of the account represents the net financial summary. In this case, the following 
accounting entries are made: 

for net profit amount: 
Dt 351 Income and Expense Summary, 
Ct 333 Net Profit (Loss) of the Reporting Period; 

for net loss amount: 
Dt 333 Net Profit (Loss) of the Reporting Period, 
Ct 351 Income and Expense Summary. 

Under the current legislation, the Cooperative's net profit distribution is within the 
exclusive competence of the general meeting. At the same time, Law No. 73-XV envisions 
presentation of the Annual Financial Statement to the annual general meeting of the 
Cooperative's members. Pursuant to the above-mentioned Law, such meeting is convened 
within not more than 50 days after expiry of the financial year, the results of which are to be 
reviewed by the meeting. This means that at the moment when the Annual Financial 
Statement is issued, there is yet no decision of the Cooperative owners on the reporting-year 
net profit distribution. 

Given the fact that each financial year should begin with zero-balance in Account 333 
Net Profit (Loss) of the Reporting Period, when Balance Sheet is compiled, the balance of 
the given account is referred to prior-year results: 

for net profit amount: 
Dt 333 Net Profit (Loss) of the Reporting Period, 
Ct 332 Retained Earnings (Deficit) of Prior Years; 

for net loss amount: 
Dt 332 Retained Earnings (Deficit) of Prior Years, 
Ct 333 Net Profit (Loss) of the Reporting Period. 
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Thereafter, the Cooperative's net profit distribution, as decided by the general 
meeting, is shown in Account 332 Retained Earnings (Deficit) of Prior Years. 

The general meeting may distribute the Cooperative's net profit for the following 
purposes: 

payment of dividends; 
compensation for book losses; 
forming reserves (funds); 
bonus share accrual; 
other. 
From the viewpoint of order of the Cooperative's profit distribution, payment of 

dividends is of paramount importance. Preferred share holders registered in the Cooperative 
members' Registry are entitled to receive dividends at any period of the year for which 
dividends were declared. This means that individuals and legal entities which held preferred 
shares during any period of respective year do not forfeit right to dividends, regardless of 
whether they still hold the preferred share at the moment when the dividends are declared or 
not. 

Based on the general meeting's decision to allocate the net profit distribution for 
payment of dividends, their entire amount is distributed to the holders of preferred shares. 
According to Law No. 73-XV, the amount of dividends payable to each holder is determined 
in proportion to the value of itslhislher preferred share and period of time during which the 
share has been used by the Cooperative in the year for which the dividends are declared. This 
entails that Accrual of Dividends Payable to Preferred Share Holders serves as the 
confirming document showing accrued dividends in analytical accounting, that is, in the 
Cooperative members' personal accounts. 

In summary accounts, dividend accrual is reflected as profit decrease and concurrent 
emergence of (increase in) the Cooperative's liabilities to preferred share holders: 
Dt 332 Retained Earnings (Deficit) of Prior Years; 
Ct 537 Liabilities to Founders and Other Co-founders. 

This accounting entry is made at the dividend declaration date and is justified by an 
Extract from the minutes of the Cooperative members' general meeting. 

As a rule, declared dividends are paid to the shareholders by cash. In this case, 
reduction of the Cooperative's liabilities to preferred share holders is recorded in the debit of 
Account 537 Liabilities to Founders and Other Co-founders in correspondence with the 
credit of cash accounts. 

Dividends, by coilsent of the Cooperative Board and each holder of preferred share, 
can be paid in other forms. For example: 

non-cash property; 
clearance of the preferred share holder's arrear on hislherlits additional ordinary 
outstanding share; 
preferred share increase; 
conversed into loan to the Cooperative. 
Depending on the accepted form of dividend payment, the following entry is made: 

Dt 537 Liabilities to Founders and Other Co-founders - for the amount of paid dividends; 
Ct 611 Sales Revenues, 612 Other Operating Income, 621 Investing Income - for the 

estimated value of non-cash property; 
Ct 313 Unpaid Capital - for the amount of clearance of the preferred share holder's arrear 

on hislherlits ordinary additional outstanding share; 
Ct 311 Statutory Capital - for the amount of preferred share increase; 
Ct 413 Long-term Loans or 
Ct 513 Short-term loans - for the amount of dividends converted into a loan to the 

Coopel-ative. 
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Under the legislation in force, Cooperatives are obliged to pay dividends within six 
months after their declaration date, if the general meeting's decision does not envisage a 
shorter time frame. Interest in the amount set by the Cooperative's Statute is accrued on the 
declared dividends not paid on time. In accounting, the interest amount is included in the 
Cooperative's other operating expenses concurrently with increase in the Cooperative's 
liabilities to preferred share holders by the following entry: 
Dt 714 Other Operating Expenses; 
Ct 537 Liabilities to Founders and Other Co-founders. 

Interest payment is recorded as decrease in liabilities to preferred share holders and cash 
withdrawal : 
Dt 537 Liabilities to Founders and Other Co-founders; 
Ct 241 Cash; 
Ct 242 Settlement Account. 

Example 8.1 
A general meeting of the Cooperative's members conducted on February 8, 2002 

made the decision to distribute 2001 net profit amounting 2,800 lei, 40 percent of which was 
directed to pay dividends. 

The following calculations were made when total amount of dividends 
(1,120 lei =2,800 x 40 : 100) was distributed to preferred share holders (please, see Table 
8.1): 

Table 8.1 
Dividend Distribution Calculations, lei 

Note. Distribution ratio is determined as total dividend amount-to-total calculated 
amount ratio (.00406 = 1,120 : 276,000). 

No. 

A 
1 
2 
3 
4 

Since there is not enough money to pay dividends declared in full, at the Cooperative 
Board meeting, by consent of preferred share holders, it was decided to: 

1) pay caslz dividends due to Petru Cucu; 
2) convert accrued dividends of Nicolae Cadu into a two-year loan to the Cooperative; 
3) use accrued dividends of Vasile Popa to settle his liability for additional outstanding 

share; 
4) pay accrued dividends of Ion Zmeu by materials, the book value of which is 190 lei 

and estimated value is 224 lei. 
Based on the above data the following entries are made (please, see Table 8.2): 

Preferred Share 
Holder 

1  
Nicolae Cadu 
Petru Cucu 
Vasile Popa 
Ion Znzeu 
Total c: 

Holding 
Period in 

2001 

2  
07.01 - 12.31 
07.01-10.23 
10.24 - 12.31 
07.01 - 12.31 

X 

Number of 
Days in 
Holding 
Period 

3  
184 
115 
69 
184 
X 

Preferred 
Share 

Amount 

4  
700 
500 
500 
300 
X 

Dividend 
Amount 

7 = 5 x 6  
523 
233 
140 
224 

1,120 

Calculated 
Amount 

5 = 3 x 4  
128,800 
5 7,500 
34,500 
55,200 

2 76,000 

Distribution 
Ratio 

6  
.00406 
.004 06 
.00406 
.00406 
.00406 
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Table 8.2 
Entries for Dividend Accrual and Payment, lei 

Compensation for book losses is the second direction of the Cooperative's profit 
distribution. The following aspects should be taken into consideration when this economic 
transaction is carried out: pursuant to current legislation, the Cooperative is entitled to carry 
forward its tax losses to the following years in parts with a view to reducing taxable income 
when income tax is assessed. In particular, agricultural service Cooperatives may carry 
forward their losses to the following five years, and entrepreneurial Cooperatives to three 
years. This means that it is not beneficial for the Cooperative to compensate for losses before 
the expiry of the aforementioned period. 

At the same time, deficit accumulation can cause a situation when the Cooperative's 
owners' equity amount is smaller than its statutory capital. In this case, the Cooperative would 
suffer a number of negative consequences, including a ban on declaring dividends. 
Consequently, when the period of carrying forward losses for following years expires or when 
a decision is made not to carry forward losses, the Cooperative gets interested in 
compensating such losses. 

The Cooperative can use a number of sources to compensate losses, among which the 
current legislation envisions primarily net retained earnings. 

The following conclusion can be made, taking into consideration exclusive 
competence of the general meeting with regard to net profit distribution and taking into 
account the time frame for the annual general meeting convocation: when a decision is made 
on compensation of the Cooperative's losses from net retained earnings, such losses and 
retained earnings are shown in Account 332 Retained Earnings (Deficit) of Prior Years. 

This means that, in order to account adequately for book losses compensation, the 
Cooperative should open separate sub-accounts to develop summary Account 332 Retained 
Earnings (Deficit) of Prior Years for respective periods (years) of financial results. As a 
result, an economic transaction for loss compensation from net retained earnings would be 
shown in accounting as follows: 

No. 

1 
2 
3 

4 

5 

6 

Contents of Transactions 

Reflecting declared dividends 
Payment of Petru Cucu's cash dividends 
Conversion of Nicolae Cadu's dividencls into a long-term 
loan 
Using Vasile Popa's dividends to settle his liability for 
additional outstanding share 
Showing the book value of materials provided to Ion Zmeu 
as accrued dividends payment 
Showing the estimated value of materials provided to Ion 
Zmeu 

Amount 

1,120 
233 

523 

140 

190 

224 

Account 
Debit 

332 
537 

537 

537 

71 4 

537 

Credit 

537 
241 

413 

31 3 

21 1 

61 2 
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Dt 332 Retained Earnings (Deficit) of Prior Years, sub-account Retained Earnings of 
Respective Year; 

Ct 332 Retained Earnings (Deficit) of Prior Years, sub-account Deficit of Current Year. 

The above accounting entry is made as of the date of the general meeting's decision on 
profit distribution and justified by an Extract from the minutes of the Cooperative members' 
general meeting. 

Example 8.2 

At the end of 2004, the Business Cooperative recorded net profit of 4,600 lei. At the 
same time, it was stated that the Cooperative's owners' equity became smaller than its 
statutory capital as a result of prior-year deficit accumulation totaling 6,800 lei, of which: 

2003 deficit - 800 lei; 
a 2002 deficit - 2,500 lei; 
a 2001 deficit - 3,500 lei. 

On February 7, 2005 the Cooperative members' general meeting made the decision to 
distribute 2004 net profit in the amount of 3,500 lei to compensate for 2001 losses. 

The following accounting entry is made: 
Dt 332 Retained Earnings (Deficit) of Prior Years, 

sub-account Retained Earnings of 2004 3,500 lei; 
Ct 332 Retained Earnings (Deficit) of Prior Years, 

sub-account Retained Earnings of 2001" 3,500 lei. 

Reserves (funds) envisioned by the Cooperative's statute and those set by the 
legislation can be used as other sources of compensation for the Cooperative's losses. In such 
event, the following accounting entry is made in the Cooperative's accounting records based 
on the general meeting's decision on compensation for losses: 
Dt 321 Legal Reserves; 
Dt 322 Statutory Reserves; 
Ct 332 Retained Earnings (Deficit) of Prior Years, sub-account Deficit of Respective Year. 

If net profit and the aforementioned reserves (funds) are inadequate to compensate for 
loves, as decided by the Cooperative members' general meeting, all ordinary shares can be 
reduced on a pro rata basis to this end. In such event, the following is recorded in the 
Cooperative's accounting: 
Dt 311 Statutory Capital, sub-account 3112 Other Agreed-upon Capital; 
Ct 332 Retained Earnings (Deficit) of Prior Years, sub-account Deficit of Respective Year. 

Example 8.3 

At the end offinancial year 2002, it was stated that the Cooperative's owners' equity 
L became smaller than its statutory capital due to the Balance Sheet deficit. Since there was no 

net profit the Cooperative members' general meeting made the decision to use reserve capital 
in the amount of 800 lei and reduce ordinary shares by the amount of 1,000 lei in order to 
cover losses of 2002. 

The following accounting entries would be made: 
1. Reflecting loss compensation from reserve capital: 

Dt 321 Legal Reserves 800 lei; 
Ct 332 Retained Earnings (Deficit) of Prior Years, 
sub-account Deficit of 2002 800 lei. 
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2. Reflecting loss compensation at the expense of ordinary share reduction: 
Dt 31 1 Statutory Capital, sub-account 31 12 Other Agreed-z~pon Capital 1,000 lei; 
Ct 332 Retained Earnings (Deficit) of Prior Years, 
sub-account Deficit of 2002 1,000 lei. 

Under the current legislation, Business Cooperatives on a compulsory basis distribute 
net profit to form reserve capital and Development Fund of the Cooperative. Accounting for 
required reserves (funds) is kept in summary Account 321 Legal Reserves, in which the 
following sub-accounts are opened: 

321 1 Reserve Capital, 
321 2 Developmeltt Fund. 

In addition to required reserves (funds), the Business Cooperative is authorized to form 
reserves (funds) set by the Cooperative's statute from its net profit. To account for such 
reserves (funds), summary Account 322 Statutory Reserves is used, in which the following 
sub-accoun ts are opened: 

3221 Indivisible Fund, 
3222 Risk Fund, and other sub-accounts to account for other funds envisioned by the 
Cooperative's statute. 

Formation of (increase in) the Cooperative's reserves and funds at the expense of net 
profit deductions is recorded in the debit of Account 332 Retained Earnings (Deficit) of 
Prior Years in correspondence with Account 321 Legal Reserves and/or 322 Statutory 
Reserves. 

In addition to net profit deductions, the Cooperative's reserve capital also includes 
admission fees levied pursuant to the Cooperative's statute. In this case, increase in funds and 
reserves set by the legislation is reflected in accounting records. 

Example 8.4 

The Cooperative members' general ineeting convened on February 8, 2002 made the 
decision to distribute net profit of 2002 totaling 3,200 lei. In particular, 5 percent of total 
profit is deducted to resen7e capital, 10 percent to Development Fund, and 3 percent to Risk 
Fund. The meeting also received Dumitru Cretu's application for membership. The applicant 
paid in cash his admission fee of 7 lei. 

Based on the above data the following entries are made in the Cooperative's 
accounting records (please, see Table 8.3): 

Table 8.3 
Accounting Entries for Formation of Reserves and Funds, lei 

To determine how to use the created reserves (funds) is within exclusive competence 
of the Cooperative members' general meeting. According to a decision of this management 
body, use of available reserves (funds) is accounted for in the debit of reserve (fund) accounts 
in correspondence with the credit of accounts reflecting use of these funds. 
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Examples 7.9 and 8.3 of this Guide describe accounting procedures for use of reserves 
to compensate for Balance Sheet deficit as well as use of Risk Fund to cover real depreciation 
of shares. Below, we will examine specific features of accounting for Development Fund use. 

Two III-degree accounts can be opened within sub-account 3212 Development Fzmd to 
control formation and use of the Cooperative's Development Fund: 

32121 Established Development Fund, 
32122 Used Development Fund. 

Use of the development fund to purchase long-term productive assets pursuant to the 
Cooperative's budget or as decided by the general meeting is accounted for by internal 
correspondence between the aforementioned III-degree accounts. Total Development Fund, 
reflected in financial statements when such transaction is carried out, does not go down. 
Concurrently, regular accounting entries are made reflecting entrance of long-term assets. 

Example 8.5 

As envisioned by the Cooperative's budget, a second-hand truck was purchased at the 
contract value of 2,300 lei with the Developnzent Fund money. Payment to tlze seller was 
made by transfer at the date of the respective Report on Receipt and Handing Over. 

The following accounting entries will be made (please, see Table 8.4): 
Table 8.4 

Accounting Entries for Fixed Assets Purchased for Development Fund Money, lei 

No. 

1 

I 1 sub-account 3222, 1 sub-account 3222, 1 1 

2 
3 

Contents of Transactions 

Showinp the truck initial cost 

Unlike in entities of other legal organizational forms, in Business Cooperatives, owners' 
income takes on the form of bonus shares. The size of such shares is determined in proportion to 
each member's volume of participation in economic relations with the Cooperative. 

From the practical viewpoint, total net profit, distributed at the Cooperative members' 
general meeting for bonus share accrual, is distributed to members, taking into consideration 
the percentage which was used to calculate Cooperative discounts (premiums) (please, see 
Chapter 5 of this Guide). At the same time, pursuant to provisions of Law No. 73-XV, the 
value of bonus shares must be divisible by 10. 

Analytical accounting for accrued bonus shares is kept for each member in the 
Cooperative member's personal accourtt. In summary accounts, bonus share accrual is 
recorded as follows: 
Dt 332 Retained Earnings (Deficit) of Prior Years; 
Ct 31 1 Statutory Capital, Sub-account 31 12 Other Agreed-upon Capital, 111-degree 

account 31 123 Bonus Shares. 

Slzowing paynze~zt for tlze truck 
Showing use of the Developmelzt Fund 

111-degree account 
32121 

The above accounting entry is justified by an Extract from the minutes of the 
Cooperative members' general meeting and calculation of bonus shares for ordinary share 
hoMers approved by the authorized body. 

III-degree account 
32 122 

Amount 

2.300 

Account 

52 1 
321, 

Debit 

123 
Credit 

521 
242 
321, 

2,300 
2,300 
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Example 8.6 

The Cooperative members' general meeting nzacle tlze decision to distribute net profit 
in the amount of 2,500 lei to accrue bonus shares. Tlze specified amount was distributed to tlze 
Cooperative members as follows (please, see Table 8.5): 

Table 8.5 
Bonus Share Accrual for Ordinary Share Holders 

Note. Calculated bonus share amount is determined as the product of the share of 
member's participation in economic relations with the Cooperative and total amount of profit 
allocated to bonus share accrual. 

Bonus shares shown in the last column of the above Table are reflected in the 
Cooperative members' personal accounts. The following accounting entry is made for the 
total amount of accrued bonus shares: 
Dt 332 Retained Earnings (Deficit) of Prior Years 2,500 lei; 
Ct 311 Statutory Capital, sub-account 3112 Other Agreed-upon Capital, 

ZZZ-degree account 31 123 Bonus Shares 2,500 lei. 

No. 

1. 
2. 
3. 
4. 
5. 

Information about the Cooperative's net profit distribution transactions is systemized 
in the same manner and in the same accounting records, which are used to show and 
accumulate statutory capital flow transactions (please, see Chapter 7 of this Guide). 

Cooperative Member 

Stefan Spataru 
Ion Lozanciuc 
Vasile Popa 
Tudor Apavaloiu 
Dumitru Cretu 
Total 

Bonus Share 
Amount Divisible 

by 10, lei 
960 
680 
420 
380 
60 
2,500 

Share of Member's Participatiorr 
in Economic Relations with the 

Cooperative 
38.3 
27.3 
16.9 
15.2 
2.3 

100.0 

Calculuted Bonus 
Share Amount, lei 

957.5 
682.5 
422.5 
380.0 
57.5 
2,500.0 
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Chapter 9. Cooperative's Financial Statements: Preparation and 
Presentation Procedure 

Objectives of this Chapter: 

Set forth financial statement destination, composition, and presentation procedure. 
Review activities preceding the presentation of financial statements. 
Describe financial statement preparation procedure based on a case study. 

9.1. Financial Statement Destination, Composition, 
and Presentation Procedure 

The Cooperative's financial statements include systematized information about events 
affecting the Cooperative's activities and'its economic transactions. The purpose of drawing 
up a financial statement is to present information accessible to external and internal users 
about property and financial position of the Cooperative, its performance indicators, and cash 
flows. 

Pursuant to NAS 5 Presentation of Financial Statements, in order to accomplish this 
purpose, the Cooperative's financial statements should include the following information: 

Assets under the Cooperative's control, which are the source of eventual cash flows 
(or other future economic benefits); 
The Cooperative's liabilities which are the source of withdrawals of cash (or of other 
future economic benefits); 
Cooperative's cash flows over the reporting period (to forecast eventual future cash 
flows); 
Cooperative's owners' equity flows. 

The financial statement composition and presentation procedure is set by Accounting 
LQw, LQw No. 73-XV, Conceptual Fundamentals of Preparation and Presentation of 
Financial Statements, NAS 1 Accounting Policy, NAS 5 Presentation of Financial 
Statements, NAS 4 Accounting at Small Businesses, NAS 7 Cash Flow statement, and other 
national accounting standards approved by the Ministry of Finance of the Republic of 
Moldova. 

The composition of financial statements depends on the period it  covers and the applied 
Accounting System. 

0 

At all the enterprises, including Cooperatives, financial statements are prepared and 
presented for reporting periods of a quarter and a year. Reporting year begins on January 1 
and ends on December 31 of the calendar year, except the first reporting year for newly- 
established Business Cooperatives and last reporting year for liquidated (reorganized) 
Cooperatives. First reporting year for the newly-established Cooperatives starts on the date of 
their state registration (acquiring rights of a legal entity) and ends on December 31 inclusive. 
Liquidated (reorganized) Cooperatives submit last financial statements for the period starting 
from the beginning of the calendar year and ending on its liquidation (reorganization) date. 

Business Cooperatives applying the Complete Accounting System prepare and submit 
financial statements in full volume in conformity with forms envisioned by NAS 5 
Presentation of Financial Statements and NAS 7 Cash Flow Statement. 

In the course of the year such Cooperatives draw up and submit the following quarterly 
financial statements: 

Balance Sheet (Form I); 
Income Statement (Form 2); 
Cash Flow Statement (Form 4). 
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In addition to the above-mentioned financial statements, the Annual Financial Statement 
of such Cooperatives includes the following: 

Owners' Equity Flow Statement (Form 3); 
Annex to Balance Sheet (Form 5); 
Annex to Income Statement (Form 6); 
Explanatory Note. 

Business Cooperatives which apply the Simplified Accounting System prepare and submit 
financial statements according to the foims envisioned by NAS 4 Accou~lting in Small 
Businesses. 

These Cooperatives prepare and submit on a quarterly basis the following: 
Balance Sheet (Form 1-BS, Annex 16 to NAS 4); 
Income Statement (Form 2 ,  Annex 2 to NAS 5). 

In addition to the above-mentioned financial statements, the Annual Financial Statement 
of such Cooperatives includes the following: 

Annex to Financial Statement (simplified); 
Explanatory Note (simplified). 

Annex and explanatory note contain additional information necessary to users for making 
respective economic decisions. 

Performance indicators of branch offices, representative offices, subsidiaries and other 
stand-alone divisions of the Cooperative are included in its financial statements. 

The Cooperative's financial statements must include current and preceding reporting 
period indicators (paragraph 25 of NAS 5). Corresponding indicators for current and 
preceding reporting periods should be calculated using the same methodologies, except when 
changes are introduced to the accounting policy. 

No offset (mutual settlement) between assets and liabilities or income and expense lines is 
allowed in the Cooperative's financial statements, except when such offset is envisioned by 
the National Accounting Standards. 

Current reporting year data shown in the Cooperative's financial statements can only be 
corrected before the Annual Financial Statement approval. If, following the approval of the 
Annual Financial Statement, decrease (increase) in prior-year realized expenses and income is 
stated, no corrections (adjustments) are made in that year financial statement, but detected 
discrepancies are reflected the following year in Account 331 Adjustment on Results of Prior 
Periods in correspondence with the accounts in which errors were made. The difference 
generated in this account after re-assessment of prior-year income tax is shown in the same 
line of the Balance Sheet and is not included in the current reporting year financial 
performance. 

In addition to financial statements, Cooperatives prepare and submit on a quarterly and 
annual basis Statistical Report (5-C) "Costs and Expenses of the Enterprise". 

Pursuant to Law No.73-XV, the Cooperative's Financial Statement should be reviewed 
annually and approved on a compulsory basis by the Cooperative's general meeting. Before 
the Cooperative's general meeting reviews and approves the Annual Financial Statement, the 
audit commission (consulting Cooperative, audit firm, Cooperatives' association) and 
Cooperative's Board provide their opinion about it. Compulsory audit of the Cooperative's 
financial statements are conducted in the events envisioned by Law No.73-XV. 

All forms of the Cooperative's financial statements are signed by its Manager and Chief 
Accountant (Accountant). If accounting at the Cooperative is kept by an audit firm on a 
contractual basis, financial statements are signed by the Cooperative's Manager and the audit 
firm Head. 

In conformity with the Accounting Law and Decree of the Government of the Republic 
of Moldova on Improvement of the Statistics System No. 866 of September 11, 1997, 
financial statements are submitted to: 
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Territorial agency of the Statistics and Sociology Department at the place of the 
Cooperative's registration; 
Cooperative founders (members) in compliance with current legislation and 
foundation documents. 

In accordance with the aforementioned normative acts, the Cooperative's financial 
statements can also be submitted to other public authorities, banks providing loans to the 
Cooperative, and various interested users under a contract concluded with the Cooperative. 

Time frames for presentation of l'inancial statements is set by the Accounting Law: 
Quarterly Statements -front the 15'" to the 25"' day of the rno~~tlt followiltg after the reporting 
quarter; Annual Statement -front Jallualy 25 to March 15 of the year following after the 
reportiitg year. 

Specific time frames for the presentation of financial statements by each Cooperative is 
set by respective territorial agencies of the Statistics and Sociology Department authorized to 
receive, verify, and summarize financial statements of all legal entities. 

The Cooperative's financial statements and annexes thereto are prepared as per standard 
forms approved by the Ministry of Finance of the Republic of Moldova. It is prohibited to file 
financial statements in an arbitrary format or send them by e-mail. 

The Cooperative's Manager is responsible for reliability, completeness, and timeliness of 
presentation of financial statements. 

9.2. Activities Preceding the Preparation of Financial Statements 

Financial Statements of the Cooperative are prepared based on the uniform principles and 
rules of statement, evaluation, and disclosure of transactions and events over a reporting 
period as set by the National Accounting Standards for all types of enterprises. 

Compliance with such principles and rules ensures that the Cooperative prepares 
financial statements meeting the requirements of most users of information. Based on 
financial statements, their users can determine the Cooperative's performance in current and 
preceding periods and compare it with that of other Cooperatives, which allows to make 
reasonable decisions. 

Depending on the applied accounting system, the following can serve as initial data for 
financial statement preparation: 

For Cooperatives applying the Complete Accounting System - General Ledger data on 
account footings and balances; 
For Cooperatives applying the Simplified Accounting System - data from records 
envisioned by NAS 4: Suniirtary Accounts Verification Balance Sheet (Form S-15), 
Ecortomic Transactions Registry (Form S-1), or General Ledger - depending on the 
version accepted by the Simplified Accounting System. 

Certain activities ensuring timeliness, completeness, and objectivity of data reflected in 
financial statements precede the accounting data processing made with a view to prepare 
financial statements. Such activities are carried out in the following order: 

I. Analysis of economic transactions and verifying (based on source documents) the 
correctness and objectivity of their recording in analytical accounts. 

11. Verifying the correspondence of analytical accounting data to summary accounts' 
footings and balances. 

111. General inventory of property and reflecting its results in accounting. 
IV. Closing income and expense accounts at reporting year end and determining financial 

performance. 
V. Closing Journals for the last month of the reporting period and preparing General 

Ledger. 
VI. Preparing financial statements. 
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At stages I and 11, the correctness of accounting for all economic transactions and 
correspondence of analytical accounting data to summary accounts' footings and balances is 
verified (according to the source document data). In such event, it should be taken into 
consideration that the Chart of Accounts is designed based on the principle of the strict ordering 
of asset and liability accounts. Class 1 Long-term Assets, 2 Current Assets, 7 Expenses and 
8 Managerial Accounting, except reconciliation accounts, are asset accounts; and class 
3 Owners' Equity, 4 4ng-term Liabilities, 5 Short-term Liabilities and 6 Income, except 
reconciliation accounts, are liability accounts. 

Subsequently, correspondent account amounts are reflected in the respective records of 
analytical and summary accounting. At the same time, correspondence of the analytical 
accounting data to summary accounts' footings and balances is verified. 

In such event, the following is carried out: 
1) Respective amounts of deferred expenses and income are specified and charged to costs, 

expenses, or income of the reporting period. Thus, prepaid expenses (rent, subscription to 
specialized literature, etc.) are reflected at the moment of payment in the debit of Account 
251 Current Deferred Expenses, and subsequently, when respective period starts, they 
are transferred from the credit of that account to the debit of respective accounts: 813 
Indirect Manufacturing Costs, 712 Marketing and Selling Expenses, or 713 General 
and Administrative Expenses. 

Deferred income is included in the current reporting period income depending on the 
period (quarter, year) during which it was generated. For example, income recorded as 
that deferred by a year is stated on a monthly basis as current-period income in the amount 
of 1/12 of its amount and shown in the debit of Account 515 Current Deferred Income 
and in the credit of respective current-period income accounts: 611 Sales Revenues, 
612 Other Operating Income, 621 Investing Income, or 622 Financing Income. 

Respective shares of other deferred income and expenses are charged to income and 
expenses of each reporting period similarly, bhsed on the time frame set by the 
Cooperative on a case-by-case basis. 

2) Indirect manufacturing costs are distributed in compliance with the provisions of 
NAS 3 Composition of Costs and Expenses and NAS 2 Inventories; 

3) Settlements with debtors and creditors are analyzed. Such an analysis presumes 
verification of settlements according to respective documents. Settlements are verified by 
circulating abstracts of analytical accounts to all the debtors. The debtors either confirm 
them or make their objections. The verification results are recorded in a report. 

Past due payments for products, work, and services are of special importance in the 
analysis of the Cooperative's receivables. In accordance with its accounting policy, the 
Cooperative can build up possible doubtful debt loss provision. The size of the provision 
is set by each Cooperative, taking into consideration the experience of previous years and 
current-period and future risks. Creation of such a provision is reflected by the following 
entries: 
Dt 712 Marketing and Selling Expenses, 
Ct 222 Allowance for Doubtful Debts. 

If the settlements matching resulted in finding out that receivables are doubtful (the 
buying enterprise is liquidated and does not have successors, the limitation period has 
expired, the debtor does not acknowledge debt, etc.), in the Accounting Department, a list 
of doubtful debts is prepared and filed with a commission for review. Based on the 
commission's opinion, receivables for which the limitation period (2 years) has expired 
and those awarded by courts and not collected due to the debtor's insolvency, are executed 
by the order of the Cooperative's Manager. In this case, the following accounting entries 
are made: 

At the expense of marketing and selling expenses: 
Dt 712 Marketing and Selling Expenses, 
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Ct 221 Short-term Trade Receivables, 
Ct 223 Short-term Receivables from Related Parties; 

At the expense of doubtful debt provision: 
Dt 222 Allowance for Doubtful Debts, 
Ct 221 Short-term Trade Receivables, 
Ct 223 Short-term Receivables from Related Parties. 

If debtor enterprises, previously stated to be insolvent and debts of which were 
cancelled, are able to pay the invoices, accounting entries are made for restoration of 
receivables which are considered to be doubtful: 

At the expense of other operating income: 
Dt 221 Short-term Trade Receivables, 
Dt 223 Short-term Receivables from Related Parties, 
Ct 612 Other Operating Income. 

At the expense of doubtful debt provision: 
Dt 221 Short-term Trade Receivables, 
Dt 223 Short-term Receivables from Related Parties, 
Ct 222 Allowance for Doubtful Debts. 

Long-term receivables and liabilities are subjected to the same analysis. When 
receivables and liabilities with maturity of less than a year become due, the Cooperative 
reclassifies long-term receivables and liabilities as short-term receivables and liabilities. 

Debit balances can appear in some liability settlement accounts (in settlement accounts 
with the Budget, personnel, suppliers, insurance agencies). Such balances are transferred 
to corresponding asset accounts in order to account for receivables. 

If credit balances emerge in the asset settlement accounts, they are transferred to 
respective liability accounts and are shown as part of debts in the Balance Sheet. 
Accounting entries reflecting such situation were reviewed in Chapter 5 of this Guide. 

4) Closing managerial accounts; 
5) Determining and accounting for the exchange rate differences; 
6) Specifying the value of inventories. 

Pursuant to NAS 2 Inventories (paragraphs 19-25), the Cooperative assesses 
inventories in day-to-day accounting using various methods: normative price accounting, 
retail trade accounting, identification accounting, FIFO, weighted average cost 
accounting, and LIFO. 

In financial statements, inventories are reflected at the lower of their actual cost and 
net realizable value (NRV). 

If actual cost of inventories is lower than their NRV, inventories are shown in 
financial statements at their actual cost calculated using one of the above-mentioned 
methods accepted by the Cooperative's accounting policy. 

If book value (actual cost) exceeds the net realizable value of inventories, they are 
assessed at NRV. 

The difference between book value (actual cost) and the NRV of inventories is stated 
as period expenses and is shown by the following entry: 
Dt 714 Other Operating Expenses - for the total amount of difference; 
Ct 215 Work in Process - for the difference in the balance of work in process; 
Ct 211 Materials - for the difference in the balance of materials; 
Ct 21 7 Goods - for the difference in the balance of goods. 

When the balances of accounts are determined, they are compared with the analytical 
accounting data and unadjusted verification balance sheet is drawn up. 

On the one hand, the verification balance sheet reflects the existing relation between 
summary and analytical accounting data in accordance with the double entry principle, and, 
on the other hand, dependence of such data on the financial statement indicators. 
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The manner of carrying out preparatory activities at stages I and 11 is the same for both 
Quarterly and annual financial statements. 

Stages 111 General Inventory of Property and Accounting for Its Results and IV Closing 
Accounts at Reporting Period End are of special importance in the overall set of preparatory 
activities preceding the preparation of the Cooperative's financial statements. 

At stage 111, the Cooperative should: 
Make a general inventory of property and show its results in accounts; 
Re-evaluate long-term assets (if necessary) in compliance with NAS 13 Accounting 
for Intangible Assets, NAS 16 Accounting for Long-term Tangible Assets and NAS 
25 Accounting for Investments. 

Pursuant to the Accounting Law, general inventory of the Cooperative's assets and 
liabilities is made once a year with a view to verifying and matching accounting data with 
actual existence of the enterprise's assets. Inventory of fixed assets, intangibles, inventories, 
and cash is made by their location and by financially liable persons with which the assets are 
kept, by recording their balances in the inventory sheets. Based on the inventory sheets and 
accounting data, comparative schedule is drawn up, in which actual balances are matched 
with accounting data and inventory results are determined. 

The Cooperative's inventory commission reviews inventory results within 10 days and 
decides who will be held liable for the shortages detected by the inventory or how surpluses 
will be recorded. Also, reports are prepared, based on which accounting entries are made. 

Pursuant to Article 42 of the Accounting Law, and paragraphs 13 of NAS 18 Revenue and 
22 of the Comments on Application of NAS 18 Revenue, discrepancies detected during the 
inventory or other inspections of tangible assets and cash are reflected as follows: 

For current assets: 
a) Surpluses of tangible assets, securities, and cash are recorded and charged to the 

Cooperative's operating income (account 612 Other Operating Income) by the 
following accounting entry: 

Dt 21 1 Materials, 
Dt 21 2 Livestock for Raising and Fattening, 
Dt 213 Law-value and Short-term Items, 
Dt 215 Work in Process, 
Dt 217 Goods, 
Dt 231 Short-term Investments in Unrelated Parties, 
Dt 241 Cash, 
Dt 246 Cash Documents, 
Ct 612 Other Operating Income; 

b) Shortage of tangible assets within the limits of set natural perishability standards 
detected in the Cooperative's units and other divisions is shown by the following 
accounting entry: 

Dt 81 3 Indirect Manufacturing Costs, 
Dt 714 Other Operating Expenses, 
Ct 21 1 Materials, 
Ct 212 Livestock for Raising and Fattening, 
Ct 213 Low-value and Short-term Items, 
Ct 215 Work in Process, 
Ct 21 7 Goods, etc .; 

c) Shortage of current assets in excess of the set natural perishability standards and losses 
due to deterioration of tangible assets calculated at actual cost (regardless of causes 
and regardless of whether guilty parties were identified) is charged to other operating 
expenses by the following accounting entry: 

Dt 714 Other Operating Expenses, 
Ct 21 1 Materials, 
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Ct 212 Livestock for Raising and Fattening, 
Ct 213 Luw-value and Short-term Items, 
Ct 21 5 Work in Process, 
Ct 21 7 Goods, 
Ct 231 Short-term Investnzents in Unrelated Parties, 
Ct 241 Cash, 
Ct 246 Cash Documents. 

Subsequently, such shortages evaluated at market prices are subject to 
reimbursement at the expense of the guilty parties (if there is their written consent or 
court ruling) and are charged to other operating income; 

d) Shortages and losses resulting from natural disasters or other emergencies are charged 
to extraordinary losses by the following entry: 

Dt 723 Extraordinary Losses. 
Ct 21 1 Materials, 
Ct 212 Livestock for Raising and Fattening, 
Ct 213 Low-valzre and Short-term Items, 
Ct 215 Work in Process, 
Ct 21 7 Goods, 
Ct 231 Short-term Investments in Unrelated Parties, 
Ct 241 Cash, 
Ct 246 Cash Documents. 

If shortages and losses within the limits of natural perishability standards are 
related to the technological process (at processing Cooperatives), the Cooperative can 
build up provisions at the expense of manufacturing costs during the year: 

Dt 81 1 Main Production, 
Ct 538 Provisions for Future Expenses and Prepayments, sub-account 5381 

Technological Loss Provisions. 
Subsequently, after the inventory, losses within the limits of natural perishability 

standards, are cancelled by the following accounting entry: 
Dt 538 Provisions for Future Expenses and Prepayments, 
Ct 21 1 Materials; 

For long-term assets: 
a) Surplus is recorded and charged to investing income by the following accounting 

entry: 
Dt 11 1 Intangible Assets, 
Dt 121 Tangible Assets in Process, 
Dt 123 Fixed Assets, 
Dt 125 Natural Resources, 
Ct 621 Investing Income; 

b) Shortage of long-tern assets at book value is charged to investing expenses and 
reflected by the following accounting entry: 

Dt 721 Investing Expenses, 
Ct 11 1 Intangible Assets, 
Ct 121 Tangible Assets in Process, 
Ct 123 Fixed Assets, 
Ct 125 Natural Resources; 

c) Shortages and losses resulting from natural disasters or other emergencies are charged 
to extraordinary losses and shown by the following entry: 

Dt 723 Extraordinary Losses, 
Ct 11 1 Intangible Assets, 
Ct 121 Tangible Assets in Process, 
Ct 123 Fixed Assets. 
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If necessary, the Cooperative reevaluates its long-term assets. Each Cooperative 
reevaluates its long-term assets independently if their book value considerably differs from 
their selling value. The revaluation procedure and manner of reflecting its results in 
accounting is set forth in Chapter 2 of this Guide. 

As a result of the revaluation, reevaluated value of long-term assets is determined, which 
is their selling value at the revaluation date net of the respective amount of accumulated 
depreciation. 

Fair market value of long-term assets is determined based on their market value, taking 
into consideration their destination. Such value is determined by expert examination carried 
out by qualified specialists (appraisers). If confirmed market value is absent, assets are 
evaluated at their replacement value. 

Fair market value of fixed assets is determined, taking into consideration their destination 
at the revaluation date. If an asset use for other purposes is envisioned, it should be evaluated 
like similar items used for the same purpose. 

In compliance with the provisions of NAS 13 Accounting for Intangible Assets, NAS 16 
Accounting for long-term Tangible Assets, and NAS 25 Accounting for Investments, the 
Cooperative can reevaluate long-term assets, applying one of the following two methods: 

8 At initial cost with concurrent revaluation of accumulated depreciation; 
8 At book value without evaluating accumulated depreciation. 
Long-term assets revaluation results are recorded in a report drawn up in the appropriate 

format and accounted for in the following manner: 
a) Revaluation amount of, or increase in, the book value is charged to increase in 

owners' equity in the credit of Account 341 Differences on Revaluation of long-term 
Assets by the following accounting entry: 

Dt 11 1 Intangible Assets, 
Dt 112 Intangible Assets in Process, 
Dt 122 Land, 
Dt 123 Fixed Assets, 
Dt 125 Natural Resources, 
Dt 133 Changes in Value of long-term Investments, 
Ct 341 Differences on Revaluation of long-term Assets; 

b) The amount of book value reduction (decrease) is charged to decrease in owners' 
equity to the debit of Account 341 Differences on Revaluation of long-term Assets 
by the following accounting entry: 

Dt 341 Differences on Revaluation of long-term Assets, 
Ct 11 1 Intangible Assets, 
Ct 112 Intangible Assets in Process, 
Ct 122 Land, 
Ct 123 Fixed Assets, 
Ct 125 Natural Resources, 
Ct 133 Changes in Value of long-term Investments. 

Changes in book value are reflected distinctly for each asset in particular. It is not allowed 
to compensate for revaluation book value reduction of one asset at the expense of increase in 
another asset's book value. 

Upon withdrawal of long-term assets, the amounts of increase and decrease in book value 
are charged to investing income and expenses respectively by the following accounting 
entries: 

a) For the amount of withdrawn long-term assets revaluation increase: 
Dt 341 Differences on Revaluation of long-term Assets, 
Ct 621 Investing Income; 

b) For the amount of withdrawn long-term assets revaluation decrease: 
Dt 721 Investing Expenses, 
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Ct 341 Differences on Revaluation of long-term Assets. 
Stage IV of preparatory activities preceding preparation of the Cooperative's financial 

statements presumes closing the income and expense accounts. Account closing is a process 
canied out at the reporting period end by transferring the amounts accumulated in the income 
and expense accounts (classes 6 and 7) to Account 351 Income and Expense Summary. This 
account is only used at year-end to summarize income and expenses realized over the 
reporting year and determine financial performance from all types of the Cooperative's 
activities, including extraordinary items. In this case, the following accounting entries are 
made (by activity type): 

a) For total amount of income accumulated over the reporting year: 
Dt 611 Sales Revenues, 
Dt 612 Other Operati~zg Income, 
Dt 621 Investing Income, 
Dt 622 Financing Income, 
Dt 623 Extraordinary Income, 
Ct 351 Income and Expense Summary; 

b) For total amount of expenses accumulated over the reporting year: 
Dt 351 Income and Expense Summary, 
Ct 71 1 Cost of Sales, 
Ct 712 Marketing and Selling Expenses, 
Ct 713 General and Administrative Expenses, 
Ct 714 Other Operating Expenses, 
Ct 721 Expenses of Investing Activity, 
Ct 722 Expenses of Financing Activity, 
Ct 723 Extraordinary losses. 

After such entries have been made, income and expense accounts are closed and have no 
balance at the following year-beginningl. Once income and expenses are written off, reporting 
year accounting income (loss) is determined in Account 351 Income and Expense Summary. 
To this end, debit footing (accumulated expenses) is matched with the credit footing 
(accumulated income) of the specified account. 

If the amount of income exceeds the amount of expenses, the difference represents 
accounting income of the Cooperative and is reported in the Income Tax Return of the Entity 
Engaged in Entrepreneurial Activities with a view to determining taxable income. 

At the following stage, the Cooperative's income tax expense (saving) is determined at the 
reporting-year rate. The manner of determining and accounting for income tax expense 
(saving) is described in the specialized literature. 

Actual amount of the income tax expense (saving) is determined at year-end pursuant to 
the provisions of NAS 12 Accounting for Income Tax. To this end, the following accounting 
entries are made: 

a) For the amount of current income tax liabilities: 
Dt 731 Income Tax Expense (Saving), 
Ct 534 Liabilities on Settlements with the Budget; 

b) For the amount of deferred income tax liability: 
Dt 731 Income Tax Expense (Saving), 
Ct 425 Deferred Income Tax Liabilities; 

c) For the amount of deferred income tax assets: 
Dt 135 Deferred Income Tax Assets, 
Ct 731 Income Tax Expense (Saving); 

d) For the amount of cleared income tax liabilities: 
Dt 534 Liabilities on Settlements with the Budget, 

' Income and expense accounts are not closed when quarterly Financial Statements are drawn up. Financial 
performance for each quarter is determined by calculation without making accounting entries. 
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Ct 242 Settlement Account, 
Subsequently, the balance of Account 731 Income Tax Expense (Saving) is determined 

by matching debit footing with credit footing, which represents the actual amount of income 
tax expenses (savings) realized over the reporting year. This amount is shown in line 140 
Income Tax Expense (Saving) of the reporting-year Inconze Statement. 

In line 140 of the Cooperative's Quarterly Statement, the amount of income tax prepayments 
is shown, which is calculated in compliance with Article 84 of the Tax Code. 

Transfer to the Budget of income tax prepayments is recorded by the following accounting 
entries: 
Dt 225 Short-term Receivables on Settlements with the Budget, sub-account 2251 Short- 

term Income Tax Receivables 
Ct 241 Cash, 
Ct 242 Settlement Account, 
Ct 243 Foreign Exchange Account; 
Dt 731 Income Tax Expense (Saving), 
Ct 535 Value-added Tax and Excise Tax Accrued, sub-account Prepaid Income Tax. 

In compliance with Article 81 of the Tax Code, at year-end income tax prepayments to 
the Budget are specified in the Income Tax Return of the Entity Engaged in 
Entrepreneurial Activities as income tax proceeds. In such event, the following accounting 
entries are made: 
Dt 535 Value-added Tax and Excise Tax Accrued, sub-account Prepaid Income Tax, 
Ct 731 Income Tax Expense (Saving); 
Dt 534 Liabilities on Settlements with the Budget, sub-account 5341 Income Tax 

Liabilities on Legal Entities, 
Ct 225 Short-term Liabilities on Settlements with the Budget, sub-account 2251 Short- 

term Liabilities on Income Tax. 
At year-end, income tax expenses (saving) are transferred from Account 731 Income Tax 

Expense (Saving) to Account 351 Income and Expense Summary, and Account 731 Income 
Tax Expense (Saving) is closed. This transaction is accounted for by the following 
accounting entry: 
Dt 351 Income and Expense Summary, 
Ct 731 Income Tax Expense (Saving). 

Once income tax expense (saving) is reflected in Account 351 Income and Expense 
Summary, the balance of this account represents net income (profit or loss) of the reporting 
year and it is transferred to Account 333 Net Profit ((Loss) of the Reporting Period by the 
following accounting entries: 

a If total amount of income (credit footing of Account 351 Income and Expense 
Summary) exceeds expenses (its debit footing), the Cooperative records its after-tax 
profit: 

Dt 351 Income and Expense Summary, 
Ct 333 Net Profit (Loss) of the Reporting Period; 

a If the amount of income is smaller than expenses, the Cooperative records losses: 
Dt 333 Net Profit ((Loss) of the Reporting Period; 
Ct 351 Income and Expense Summary. 

Once the reporting year net profit (loss) is written off, Account 351 Income and Expense 
Summary is closed and is not shown in financial statements drawn up for the reporting year. 

The reporting year net profit (loss) amount is reflected in line 150, having the same name, 
of Income Statement and is recorded in item 590 Net Profit (Loss) of the Reporting Period 
of the Balance Sheet. These indicators should coincide in the quarterly and annual financial 
statements. 

Before annual financial statements are drawn up, current income tax liabilities for income 
(profitlloss) of prior years stated in the current year are also adjusted. The adjustment amount 
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is reflected in the Income Tax Return of the Entity Engaged in Entrepreneurial Activities 
in a separate line and is calculated by multiplying the amount of profit (loss) (creditldebit 
balance of Account 331 Adjustment on Results of Prior Periods) by the income tax rate set 
for the year in which the profitlloss was recorded. In such event, it should be taken into 
consideration that only income and expenses, not taken into account when financial 
performance of respective prior years was determined, are shown in Account 331 Adjustment 
on Results of Prior Periods. 

The following accounting entries are made for assessed income tax on profitfloss of prior years 
stated in the current rcpiting year: 

a) For the amount of increase in current income tax liabilities (if profit was recorded in 
prior years): 

Dt 331 Adjustment on Results of Prior Periods, 
Ct 534 Liabilities on Settlements with the Budget; 

b) For the amount of decrease in current income tax liabilities (if losses were recorded in 
prior years): 

Dt 534 Liabilities on Settlements with the Budget, 
Ct 331 Adjustment on Results of Prior Periods. 

At stage V, the Cooperative closes the following Journals for the last month of the 
reporting period: 

a) Order Journals or other accounting Records (accepted by the applied complete 
accounting system); 

b) Economic Transaction Worksheets (Forms S-2 and S-13), Verification Balance 
Sheet (Form S-14), Journal of Economic Transactions, or other records envisioned 
by NAS 4 (when the Simplified Accounting System is applied). 

Depending on the applied Accounting System, totals from Order Journals, Economic 
Transaction Sheets (Forms S-2 and S-13) and Verification Balance Sheet (Form S-14) are 
transferred to the General Ledger or Summary Accounts VeriJication Balance Sheet (Form S- 
15), in which footings are determined, totals calculated, and balance of each summary account 
is determined. When Journal of Transactions is used, totals for each summary account are 
determined directly in the Journal, and so is the balance of each account. 

At stage VI, the Cooperative's financial statements are drawn up based on the footing and 
balances of the summary accounts of General Ledger, Verification Balance Sheet, or Journal 
of Transactions (Form S- 1). 

Matching the footing and balances of summary and analytical accounts and reconciliation 
of totals of stand-alone accounting records precede the preparation of financial statements. In 
the conditions of automated accounting, such matching can be confirmed by an adjustment 
table (please, see Table 9.1). 

Table 9.1 
Adjustment Table 

200- 

Preparation of the adjustment table begins with reporting at the end of the period the debit and 
credit footings of accounts receivable and payable from General Ledger (or other similar 
documents) accounts in Temporary Verification Balance Sheet (columns 3 and 4). Thereafter, 
adjustment entries are made, the essence of which is transformation of Temporary 
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Verification Balance Sheet account balances in order to ensure reporting-period income and 
expense correspondence. Thus, adjustments are made when economic events presume 
changes in assets, liabilities, or capital during more than one reporting period (deferred 
expense and income accounts). 

Once adjustment entries are made, the second Verification Balance Sheet is prepared - 
Adjustment and Verification Balance Sheet (columns 7 and 8) by adding the balance of each 
account of Temporary Verification Balance Sheet to respective amounts from column 
Adjustment Entries: for debit balance (col. 7 = col. 3 + col. 5 - col. 4 - col. 6), and for credit 
balance (col. 8 = col. 4 + col. 6 - col. 3 - col. 5). In order to avoid errors, summary account 
data which figures in Adjustment and Verification Balance Sheet is compared with analytical 
accounting data. 

Thereafter, drawing up the adjustment table presumes filling out columns Income 
Statement (col. 9, 10) and Balance Sheet (col.11, 12). These columns are filled out based on 
the footings of class 6 and 7 accounts (co1.9, 10) and balances of class 1-5 balance sheet 
accounts (col.11, 12). The difference between indicators in col. 10 and col. 9 constitutes the 
reporting period financial performance. 

Income and expense accounts are not included in the Cooperative's Quarterly Statements. 
Financial performance is determined based on the adjustment table data (col. 9, 10) and at the 
reporting date it is reported in line Net Profit (Loss) of the Reporting Period of the Balance 
Sheet without any accounting entries: profit with the plus sign, and losses with the negative 
sign (in parentheses). Information reflected in columns 9 and 10 of the adjustment table serves 
as the basis for drawing up an Income Statement, and information in columns 11 and 12 for 
drawing up the Balance Sheet. 

Balances of debit and credit accounts of the Balance Sheet are transferred to General 
Ledger opened for the following reporting year. 

Adjustment entries which resulted in the formation of new assets and liabilities are recorded in 
the adjustment table and are subsequently corrected by reversing entries (col. 13, 14). An entry 
made on the first day of a new reporting period, which reverses accounting entry of the prior 
period, is considered to be a reversing entry. For example, ending actual cost of. production in 
process is shown by the following accounting entry: 
Dt 215 Production in Process, 
Ct 811 Main Production, 
Ct 812 Auxiliary Production. 

A reverse accounting entry is made at the beginning of the following reporting period: 
Dt 811 Main Production, 
Dt 812 Auxiliary Production, 
Ct 215 Production in Process. 

Thus, the adjustment table data serves as the grounds for drawing up the Cooperative's 
financial statements at the final stage of the accounting cycle. 

The manner of preparing Annual Statements (forms 1, 2 and 4) is similar to that of preparing 
respective quarterly financial statements. 

At the same time, when annual financial statements are prepared, in addition to the specified 
transactions utilization of profit should be accounted for and accounting entries reflecting changes in 
the Balance Sheet should be made. 

Profit is only used based on the decision of the Cooperative's general meeting to pay 
dividends, cover Balance Sheet deficit, build up provisions (funds), accrue bonus shares, and 
for other purposes. It is recommended to apply Account 334 Dividends Prepaid and sub- 
accounts 3341 Dividends Prepaid During Reporting Year and 3342 Profit Used at Reporting 
Year-end to account for utilization of current-year profit. 

If decision on profit utilization was made before approval of Annual Statements, the 
following accounting entries are made: 
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Dt 334 Dividends Prepaid, sub-account 3341 Dividends Prepaid During Reporting Year 
and 3342 PrvJit Used at Reporting Year-end, 

Ct 321 -1 Kesertxs, 
Ct 322 Stal r c t r b ~ j  K t,sc*rves, 
Ct 323 Other Kesr t.l*rs, 
Ct 537 Liabilities to Founders and Other Co-founders. 

If decision on profit utilization was made after the approval of the Annual Financial 
Statement, only the :lniount of dividends prepaid during the reporting year is reflected in the 
debit of Account 33J 1)ividends Prepaid, and cun-ent-year profit utilization is reflected in the 
debit of Account 322 Retained Earnings (Deficit) of Prior Years in the reporting year 
following after the Balance Sheet change. 

Utilized culrent-year profit (debit footing of Account 334 Dividends Prepaid)) is reflected 
in item 600 Utilized Reporting-Year Profit of the Annual Balance Sheet. 

Once annual financial statements are prepared, the Balance Sheet is modified; the 
modification consists in accounting for current-year profit (loss) by the following accounting 
entries: 

a) For the amount of profit used during current reporting year: 
Dt 333 Net Profit (Loss) of the Reporting Period, 
Ct 334 Dividends Prepaid, sub-account 3341 Dividends Prepaid Durirzg Reporting Year 

and 3342 Pro@ Used at Reporting Year-end. 
b) For the amount of profit of prior years stated in current reporting year (once income 

tax on such profit is reflected): 
Dt 331 Adjustment on Results of Prior Periods, 
Ct 332 Retained Earnings (Deficit) of Prior Years; 

c) For the amount of prior-year losses stated in the reporting year (once the amount of 
decrease in current income tax liabilities are reflected): 

Dt 332 Retained Earnings (Deficit) of Prior Years, 
Ct 331 Adjustment on Results of Prior Periods; 

d) For the amount of retained earnings of current reporting year: 
Dt 333 Net Profit (Loss) of the Reporting Period, 
Ct 332 Retained Earnings (Deficit) of Prior Years; 

e) For the amount of deficit of current reporting year: 
Dt 332 Retained Earnings (Deficit) of Prior Years, 
Ct 333 Net Profit (Loss) of the Reporting Period. 

In compliance with Article 32(1) of the Tax Code, losses resulting from the Cooperative's 
business activities are consistently carried forward for the following three years. Therefore, 
stand-alone sub-accounts should be opened within Account 332 Retained Earrzings (Deficit) 
of Prior Years in order to account for losses at the year they are incurred. 

Once the aforementioned entries are made, Accounts 331 Adjustment on Results of Prior 
Periods, 333 Net Profit (Loss) of tlze Reporting Period and 334 Dividends Prepaid are closed 
and have no balance at the beginning of the following reporting year. 

When asset and liability balance of the prior reporting year are reported in the following 
year's Balance Sheet, the amount shown in i tem 570 Adjustment on Results of Prior Periods 
and the difference between the amounts shown in items 590 Net Profit (Loss) of the 
Reporting Period (balance of Account 333) and 600 Used Pro@ of the Reporting Year 
(balance of Account 334) is reported in item 580 Retained Earnings (Deficit) of Prior Years 
(balance of Account 332). 
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9.3. Source Data for Preparation of Financial Statements 

Financial statements preparation technique will be demonstrated using Alternativa 
Agricultural Business Cooperative (hereinafter Alternativa ABC) as an example. Economic 
situation of this Cooperative is shown below, and it will be used as a reference point to 
illustrate the manner of accounting for economic transactions and drawing up financial 
statements on its basis. Note that all information is conventional and reflects the most typical 
transactions characteristic of Business Cooperatives. 

Background Information 

Alternativa ABC was founded by five founders in Yereseceno commune on September 15, 
2001 and registered with the State Registration Chamber of the Infoimation Technologies 
Department on October 1,2001. 

Duration of the Cooperative's activity is unlimited. 
Core business of the Cooperative is rendering the following services to the Cooperative 

members and other entities (third parties): 
a) Agricultural work; 
b) Freight transportation by motor vehicles; 
c) Sale of agricultural produce consigned by the Cooperative members; 
d) Providing agent services to the Cooperative's members to purchase mineral fertilizers, 

crop protection substances, seedlings, seeds, etc. 

Alternativa ABC's statutory capital is 150,000 lei. Under the foundation agreement, 
64 percent of the statutory capital is to be contributed by cash (96,000 lei) and 36 percent 
(54,000 lei) as non-cash (in-kind) contiibutions. 

lnformation about initial shares and amounts contributed to the Cooperative's statuto~y capital 
by each founder (member) is shown in Table 9.2. 

Table 9.2 
Alternativa A BC Statzitory Capital Composition 

Cash 
Contribu- 

tion, lei 

12,000 

Cooperative Founder (Member) Share Type 

Ordinary 

Perso- 
nal 

Code 
001 

Non-cash 
Contribu- 

tion, lei 

18,000 

Name 

Ivancea Peasant Farm --- 
002 

003 
004 
005 

Total 
Amount of 
Share, lei 

30,000 

Paid before 
State 

Registra- 
tion, lei 

5,000 
Pereseceno Peasant 
Farm 
Vinogradari LLC 
Optima LLC 
Nicolaevca Peasant 
Farm 

Ordinaiy 

Ordinary 30,000 20 6,000 24,000 

% of 
Statutory 
Capital 

20 

Total Statutory Capital 

Ordinary 
Ordinary 

30,000 
30,000 

150,000 

20 
20 

100 

30,000 
30,000 

96,000 

0 
0 

54,000 

20,000 
25,000 

60,000 
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Table 9.3 

Non-cash Contributions to Statutory Capital of Alternativa ABC 

Under the foundation documents, all non-cash contributions to initial shares in the 
statutory capital of Alternativa ABC are to be made by its members within a month after the 
state registration date, while cash contributions: 60,000 lei - before the state registration, and 
36,000 lei - within a month after the state registration date. 

Organizational expenses are recorded as intangible assets of the Cooperative and are 
compensated by the founders within a month after the Cooperative's state registration. 

Accounting at Alternativa ABC is maintained by an Accounting Office, which is its 
independent unit. 

Alternativa ABC7s accounting policy determines the following accounting methods and 
procedures: 

1. An analytical (personal) account is maintained for each Cooperative member, 
reflecting all economic transactions between the Cooperative and its member. Each 
member of the Cooperative, in its turn, is obliged to keep similar accounting records 
of economic transactions with the Cooperative. 

2. The Cooperative provides its members with no less than 75 percent of generally 
rendered services. 

3. In 2001 Alternativa ABC is not registered as VAT payer. 
4. Long-term assets are evaluated at their initial cost determined as follows: 

For assets purchased from legal entities or natural persons - purchasing value (less 
commercial discount provided by the supplier) plus purchasing costs, assembly, 
installation, adjustment, testing expenses, etc.; 
For long-term assets contributed as non-cash contributions to ordinary shares of 
statutory capital: 
a) As of right of ownership - at market value negotiated based on the market 

price determined in the contract concluded between the Cooperative and its 
member; 

b) As of right to use - at market value calculated based on market rent cost and 
duration of use of thisasset, as specified in the contract concluded between the 
Cooperative and its member. 

5. Subsequent expenses connected with installation, adjustment and testing of an asset, 
acquired as a non-cash contribution into statutory capital, are incurred by the 
Cooperative. When the asset is put into operation, such expenses are charged to 
increase in its value. 

Cooperative Founder 
(Member) 

Information about long-telm assets is shown in Table 9.5. 

Noncash Contribution 
Type 

ZTL truck 

GAZ-53 truck 

First floor of the 
administrative building 

Perso- 
nal 

Code 
001 

002 

003 

Name 

Ivancea Peasant Farm 

Pereseceno Peasant 
Farm 
Vinogradari LLC 

Market Value 
under Contract 

with the 
Cooperative 
Member, lei 

18,000 

12,000 

24,000 

54,000 Total 

Transfer Conditions 

As of right of 
ownership 
Asofrightof 
ownership 
As of right to use for 
3 years and 4 months 
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6. Intangible assets are amortized, using straight-line amortization method for the entire 
duration of their use, starting with the month following the month of their entrance 
(recording): 

Organizational expenses - for two years, 
Right to use of administrative building - for 3 years and 4 months. 

7. Depreciation of fixed assets is accrued, talung into consideration their service lives, as 
follows: 

Buildings, special structures, and cargo vehicles - straight-line depreciation, 
starting with the month following the month they are put into operation; 
Agricultural machinery (tractors, equipment) - proportional-to-machine-hours 
work. 

8. In everyday accounting, inventories (except expendables and consumables) are 
accounted for at weighted average value, and in financial statement at the lower of the 
cost and net realizable value. 

9. Expendables and consumables are reflected in the Balance Sheet as follows: 
a Expendables and consumables in storage - at initial cost (purchase value); 
a Expendables and consumables in operation - at residual value. 

Expendables and consumables the unit cost of which does not exceed 500 lei are 
charged to costs (expenses) at the moment they are put into operation. If expendables 
and consumables, the unit value of which is above 500 lei, are put into operation, 
depreciation in the amount of 100 percent of their value is accrued less probable 
residual value. 

10. Receivables are accounted for and shown in the Balance Sheet in their par value. 
11. Deferred expenses are shown in separate accounts and in separate items of the Balance 

Sheet, and they are charged to costs or expenses at the period they refer to. In our 
example, such expenses are represented by 6-six months subscription to "The 
Accounting and Audit" magazine and one-year insurance of property. 

12. Costs are reflected in class 8 accounts. Account 812 is not applied since there is no 
auxiliary production. Indirect manufacturing costs are allocated among types of 
services in proportion to their volume. 

13. Alternativa ABC's owners' equity is comprised of statutory capital, additional capital, 
reserves (funds) of the Cooperative, retained earning, and secondary capital. 

14. Liabilities are accounted for and shown in the Balance Sheet in the amounts necessary 
to settle the liabilities (i.e., amounts which need to be paid). 

15. At quarter-end, balances of accounts receivable and liabilities of the Cooperative 
members are verified and totals are charged to accounts. 

16. Profits generated during the reporting period that refer to future periods are accounted 
for in separate accounts and shown in separate items of financial statements. They are 
included into the income of the reporting period they refer to. 

17. Income and expenses are recorded and accounted for in financial statements in the 
reporting period during which they took place, regardless of the moment of actual 
receipt or payment of cash. In accounting and Income Statement, income and 
expenses are reflected separately by activity (operating, investing, financing) and by 
extraordinary events. Amounts received as a result of transactions carried out in the 
name and by the order of the Cooperative members and transferred to them are not the 
Cooperative's income. In the above event, the Cooperative's income consists of fees 
deducted from the selling (purchase) price of material valuables. 

18. Income and expenses are reflected in class 6 and 7 accounts. 
19. At reporting quarter-end, adjustments are made for the amount of discounts 

(surcharges) provided to the Cooperative members under a decision of the 
Cooperative's general meeting. 
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20. The Cooperative's net income is distributed as envisioned by the Cooperative's statute 
after the general meeting reviews and approves the Annual Financial Statement. 

Altemativa ABC prepares and presents the following reports for 2001according to NAS 5 and 
NAS 7: 

Balance Sheet; 
Income Statement; 
Owners' Equity Flows Statement; 
Cash Flows Statement; 
Annex to Balance Sheet; 
Annex to Income Statement; 
Explanatory Note. 

In 2001 the following economic transactions were recorded at Altemativa ABC (please, see 
Table 9.4). 

Table 9.4 
Journal of Transactions of Alternativa ABC transactions in 2001' 

I No transactions connected with VAT are reviewed in this example. They will be considered in a separate paper, 
which will be drafted in compliance with the Tax legislation. 

No. 

1 

2 

Contents of Transactions 

3 
Showing Cooperative's statutory capital after its 
state registration: 
a) In the amount of the founders' cash 

contributions to shares in statutory capital 
b) In the amount of outstanding shares 
Stating (receiving for payment of) defraying report 
of expenses by Ivancea Peasant F m  (founder, 
personal code 001) for organizational expenses it 
incurred in connection with the Cooperative 
foundation and registration, 

including: 
Legal firm's services regarding preparation 
of foundation documents - 1,200 lei 
State registration fee - 180 lei 
Stamp duty - 750 lei 
Opening bank accounts - 150 lei 
Stamp manufacturing - 300 lei 
Cooperative name reservation fee - 10 lei 
Code assignment fee and fee for registration in 
the State Commercial Registry - 12 lei 
Notary services regarding certification of 
foundation documents and managers' 
signatures for opening bank accounts - 70 
lei 

Date 

1 2  
10.01 

10.02 

Amount, 
lei 

4 

60,000 
90,000 

2,672 

Accounts 

Debit 

5 

242 
313 

111 

Credit 

6 

311 
31 1 

522 
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(personal code 003) on account of initial share in 
the Cooverative's statutorv ca~ital  

cash (in-kind) share in the statutory capital 
Recording (putting into operation) GAZ-53 

4 

truck transferred to the Cooperative by 
Pereseceno Peasant Farm (personal code 002) on 

contract, 
including: 

a assets for productive purposes - 264 lei 
a assets for general economic vumses - 144 lei 

10.03 

10.04 Recording fuel and lubricants received from l 7  1 Vinogradari LLC (personal code 003) in the 

Receiving (putting into operation) ZIL truck as 
of right of ownership from Ivancea Peasant 
Farm (personal code 001) on account of non- 

8 

9 

Receiving from the storage facility expendables 
and consumables with unit value above 500 lei for 
general production needs (probable residual value 
180 lei) 
Calculating depreciation of expendables and 
consumables with unit value above 500 lei that 
were put into operation (2,930 - 180) 

10.04 

10 

1 13 1 10.10 F Subscribing to The Accounting and Audit 

amount of 5,950 lei 
Delivering (accounting for) fuel and lubricants from 

10.08 

I 1 magazine for 6 months 
,14 1 10.10 / Receiving expendables and consumables with unit 

storage facilities for hucks operation 
Receiving expendables and consumables worth 
12.750 from the sumlier 

10.08 

I ;  value under 500 lei for general economic needs 

Receiving expendables and consumables with unit 
value under 500 lei for general production needs 
from the storage facility 

1 account to the supplier for tractor supply 
Y 

16 1 10.15 Paying for subscription to The Accounting and 

, I 5  

I from the storage facility 
10.15 /Effecting a prepayment from the settlement 

I 

i ' contributed by the founders to outstanding 
1 I shares in statutory capital: 

a Ivancea Peasant Farm (personal code 001) - 
7,000 lei 

a Pereseceno Peasant Farm (personal code 
I 

002) - 8.000 lei 

17 
i Audit magazine 

10.15 Charging to the settlement account funds 
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18 
19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

1 2  

10.15 
10.16 

10.16 

10.17 

10.17 

10.18 

10.19 

10.19 

10.20 

10.20 

10.20 

10.20 

10.20 

3 
Vinogradan LLC (personal code 003) - 6,000 lei 
Optima LLC (personal code 004) - 10,000 lei 
Nicolaevca Peasant Farm (personal code 
005) - 5,000 lei 

Transfer to the insurance company 
Compensating from the settlement account for 
Ivancea Peasant Farm's expenses (personal code 
001) related to the Cooperative foundation and 
registration 
Paying the supplier's invoice for received 
expendables and consumables 
Recording and putting into operation the tractor 
purchased from the supplier at initial (purchase) 
cost 
Charging to the account the advance payment to 
the supplier for the supplied tractor 
Transfemng advance payment to the supplier for 
supplied fuel and lubricants 
Recording fuel and lubricants received from the 
supplier at purchase prices 
Charging to account the advance payment to the 
supplier of fuel and lubricants as per invoices 
Transfemng from the settlement account the 
outstanding payment for fuel and lubricants 
Recording spare parts and repair materials received 
from Ivancea Peasant Farm (personal code 001) 
worth 8,200 lei 
Receving fuel and lubricants (paid for) for the 
tractor operation during autumn ploughing from 
storage facilities 
Presenting invoices to the Cooperative members 
for rendered services regarding products 
transportation by motor vehicles from the field 
to storage facilities, 

Including: 
Ivancea Peasant Farm (personal code 00 1) - 
for 2,840 lei 
Pereseceno Peasant Farm (Personal Code 
002) - for 3,100 lei 
Vinogradari LLC (personal code 003) - for 
2,450 lei 
Optima LLC (personal code 004) - for 3,330 
lei 
Nicolaevca Peasant Farm (personal code 
005) - for 3,400 lei 

Receving cash at the Cashier Office from the 
settlement account for business trips and 
economic expenses 

4 

408 

2,672 

12,750 

48,000 

48,000 

21,500 

25,550 

21,500 

4,050 

8,200 

12,820 

15,120 

2,800 

5 

533 

522 

521 

123 

521 

224 

211 

521 

521 

211 

811 

223 

241 

6 

242 

242 

242 

521 - 

224 

242 

521 

224 

242 

522 

211 

61 1 

242 
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31 

32 

33 

34 

35 

36 

37 

38 

39 

40 

41 

1 2  
10.20 

10.20 

10.25 

10.25 

10.25 

10.25 

10.29 
1 1.29 
12.28 

10.29 
1 1.29 
12.28 

10.29 
11.29 
12.28 

10.29 

10.31 

3 
Cashier office's advance payments: 
a) For business trips 
b) To purchase postage stamps 
Purchasing office supplies (pens, pencils, 
journals) for cash for the administrative staff 

Recording an asphalt parking lot in process with 
suspended roof for motor vehicles and agricultural 
equipment purchased by the Cooperative from 
Nicolaevca Peasant Farm (personal code 005) at a 
market value of 14,500 lei under a contract 
Receiving construction materials from 
Vinogradari LLC (personal code 003) 
Receiving defraying reports of expenses for payment 
for: 
a) Business trip expenses 
b) Purchase of postage stamps 
Returning to the cashier office the unused 
balance of settlement 
Accruing wages to: 
a) Main workers (tractor-drivers and mechanics - 

1,800 lei; drivers - 2,400 lei) 
b) Shop staff (mechanic, technical fleet 

watchman) 
c) Administrative staff and management 

(chairman, accountant, janitor, administrative 
building security) 

Accruing social insurance contributions (31 
percent of the wage): 
a) Main workers (tractor-drivers and mechanics - 

558 lei; drivers - 744 lei) 
b) Shop staff 
c) Administrative staff and management 
Charging a share of current deferred expenses to 
the reporting quarter expenses: 
a) Subscription to The Account and Audit 

magazine (316 of 150 lei) 
b) Insurance of property meant for productive 

purposes (3112 of 264 lei) 
c) Insurance of property meant for general 

economic purposes (3112 of 144 lei) 
Reflecting expenses on the completion of 
construction of the asphalt parking lot for motor 
vehicles and agricultural equipment: 
a) Wages to workers 
b) Social insurance contributions 
c) Used materials 
Putting into operation the asphalt parking lot for 
motor vehicles and agricultural equipment 

4 

1,800 
350 

180 

14,500 

4,850 

1,720 
350 

80 

4,200 

800 

1,800 

1,302 
248 
558 

75 

66 

36 

1,200 
372 

4,255 

20,327 

5 

227 
227 

713 

121 

211 

713 
246 

241 

811 

813 

713 

811 
813 
713 

713 

813 

713 

121 
121 
121 

123 

6 

24 1 
24 1 

24 1 

522 

522 

227 
227 

227 

53 1 

53 1 

53 1 

533 
533 
533 

25 1 

25 1 

25 1 

53 1 
533 
21 1 

121 
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- 

42 

43 

44 

45 

46 

47 

48 
4 9  

50 

5 1 

52 

53 

54 

55 

4 
540 

345 

27,000 

280 

27,000 

240 
74 
70 

1 27,664 

6,000 

5,800 
5,675 

1,021 
68 

2,176 
1,021 
540 
55 

460 
384 

1,422 

1 2  
10.31 
11.29 
12.28 
11.05 
11.29 
12.28 
10.3 1 

10.31 

11.01 

11.02 

1 11.02 
11.02 

11.02 
12.02 
1 1.02 
12.02 
11.02 
12.02 

11.02 
12.02 

11.05 

11.29 
12.28 

5 
713 

713 

121 

121 

521 

121 
121 
121 
123 

242 

241 
531 

531 
531 
533 

534 
534 
713 

813 
713 

713 

3 
Accruing water fee 

Receiving for payment postage and telegraph 
bills 

Receiving from the supplier agricultural equipment 
to be assembled at the purchase cost of 27,000 lei 
Showing own transport services for the 
equipment transportation 
Paying the supplier's invoice for received 
equipment at the expense of a long-term credit 
Showing the agricultural equipment assembly 
expenses: 
a) Workers' accrued wages 
b) Social insurance contributions 
C) Lubricants and other materials 

I Putting the agricultural equipment into operation 
Receiving a short-term loan from Vinogradari 
LLC (personal code 003) 
Receiving at the cashier office money for paying 
wages 
Paying wages at the cashier office 

Withholding from wages the following: 
a) Individual income tax 
b) Pension fund contributions (1 percent) 
Transferring from the settlement account: 
a) To social insurance agencies 
b) To the budget - individual income tax 
c) To the budget - water fee 
d) To banks - services 
Receiving invoices payable from Union Fenosa 
for supplied electricity: 
a) For production purposes 
b) For general economic needs 
Showing QIV amortization of intangible assets 
(please, see Table 9.3, 

including: 
Organizational expenses - 222 lei 
( 1 1 llei x 2 months) 
Right to use administrative building - 1,200 lei 
(600 lei x 2 months) 

6 - 

534 

539 

521 

81 1 

411 

53 1 
533 
21 1 
121 - 
5 13 

242 
24 1 

534 
533 
242 

242 
242 
242 

52 1 
52 1 

113 
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56 

57 

58 

1 2  
1 1.29 
12.28 

11.07 

11.08 

3 
Accruing QIV depreciation of fixed production 
expenses (please, see Table 9.3,  

including: 
a) ZIL truck - 876 lei 

(438 lei x 2 months) 
b) GAZ-53 truck - 567 lei 

(284 lei x 2 months) 
c) Tractor - 1,330 lei (in QIV it was in 

operation for 350 machine-hours x 3.8 lei) 
d) Suspended parking lot - 220 lei 

(1 10 lei x 2 months) 
e) Agricultural equipment - 77 lei (in Q IV was 

in operation for 24 machine-hours x 3.2 lei) 

Receiving a short-term loan from Nicolaevca 
Peasant Farm (personal code 005) 
Under a contract of consignment, receiving 
produce (grapes) for subsequent sale at selling 
prices worth 45,000 lei from the Cooperative 
members, 

including: 
Ivancea Peasant Farm (personal code 001) - 
worth 1 1,000 lei 
Pereseceno Peasant Farm (personal code 
002) - worth 7,000 lei 
Vinogradari LLC (personal code 003) - 
worth Mdl 8,000 
Optima LLC (personal code 004) - worth 
1 1,000 lei 
Nicolaevca Peasant Farm (personal code 
005) - worth 8,000 lei 

The Cooperative's commission for sale services 
under the contract is 10 percent of the produce 
value at selling prices and is withheld from sale 
proceeds 
Delivering the produce to buyers 
Reflecting receivables from the buyers 
Accruing sale commission in the amount of 
10 percent of the cost of sales: 

Ivancea Peasant Farm (personal code 001) - 
1,100 
Pereseceno Peasant Farm (personal code 
002) - 700 lei 
Vinogradari LLC (personal code 003) - 800 
1 ei 
Optima LLC (personal code 004) - 1,100 lei 
Nicolaevca Peasant Farm (personal code 
005) - 800 lei ---- 

Charging to account receivables (in the amount of 
the commission) at the expense of decrease in 
liabilities to the Cooperative members 

4 

876 

567 

1,330 

220 

77 

5,000 

45,000 

45,000 
45,000 

4,500 

59 
60 
6 1 

62 

1 1.08 
1 1.08 -- 
1 1.08 

11.08 

5 

811 

811 

811 

813 

811 

242 

923 

221 --- 

223 

6 

124 

124 

124 

124 

124 

513 

923 
522 

61 1 

4,500 522 223 



63 

64 

65 

66 

67 

Chapter 

1 2  
1 1.09 

11.10 

1 1.11 

1 1.1 1 

11.25 

1 
I 1 Optima LLC (personal code 004) - in the 

1 
1 amount of 4,000 lei 
i Nicolaevca Peasant Farm (personal code 
1 005) - in the amount of 4,600 lei 

9. Cooperative's Financial Statements: Preparation 

3 
Collecting payments for produce invoices from the 
buyers to the Cooperative's settlement account 
Transferring amounts, collected for sold produce 
less the commission fee, from the settlement 
account to the Cooperative members: 

including: 
Ivancea Peasant Farm (personal code 001) - 
9,900 lei 
Pereseceno Peasant Farm (personal code 
002) - 6,300 lei 
Vinogradari LLC (personal code 003) - 
7,200 lei 
Optima LLC (personal code 004) - 9,900 lei 
Nicolaevca Peasant Farm (personal code 
005) - 7,200 lei 

Showing damages in the amount of 3,500 lei caused 
to the Cooperative by the Cooperative member 
Vinogradai LLC (personal code 003) by supply of 
poor quality fuel and lubricants 

Showing the amount of losses established by 
Vinogradari LLC (personal code 003) subject to 
compensation during current period 
Presenting invoices to the Cooperative members 
for rendered services regarding autumn 
ploughing and sowing autumn crops, 

including: 
Ivancea Peasant Farm (personal code 001) - 
in the amount of 4,200 lei 
Pereseceno Peasant Farm (personal code 
002) - in the amount of 4,300 lei 
Vinogradari LLC (personal code 003) - in 
the amount of 4,600 lei 

1 1.25 The Cooperative concluded with a supplier (not a 
member of the Cooperative) a contract on the 
supply of crop protection substances to the 
Cooperative members (by the members' order). 
The Cooperative's commission fee for the service, 
under the contract, is 10 percent of the crop 
protection substances' purchase value. 

and Presentation 

4 

45,000 

40,500 

3,500 

3,500 

21,700 

Expenses on the crop protection substances delivery 
1 to the Cooperative's store are reimbursed by the 

Procedure 

5 

242 

522 

714 

223 

223 

6 

221 

242 

21 1 

6 12 

61 1 
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68 

69 

70 

7 1 

72 

73 

1 2  
11.27 

11.28 

12.04 

12.04 

12.04 

12.04 

3 
Collecting cash to pay for crop protection 
substances to the Cooperative's settlement 
account from its members, 

including: 
Ivancea Peasant Farm (personal code 001) - 
2,750 lei (15.1 percent of total collection) 
Pereseceno Peasant Farm (personal code 
002) - 3,200 lei (17.5 percent) 
Vinogradari LLC (personal code 003) - 
4,000 lei (21.9 percent) 
Optima LLC (personal code 004) - 4,500 lei 
(24.7 percent) 
Nicolaevca Peasant Farm (personal code 
005) - 3,800 lei (20.8 percent) 

Transfemng cash collected from the 
Cooperative members to the supplier (not a 
member) as payment for supplied crop 
protection substances 
Receiving from the supplier (not a member) 
crop protection substances for the Cooperative 
members 
Forwarding to the Cooperative members crop 
protection substances according to the amounts of 
money each transferred: 

Ivancea Peasant Farm (personal code 001) - 
2,335 lei (15.1 percent) 
Pereseceno Peasant Farm (personal code 
002) - 2,718 lei (17.5 percent) 
Vinogradari LLC (personal code 003) - 
3,397 lei (21.9 percent) 
Optima LLC (personal code 004) - 3,822 lei 
(24.7 percent) 
Nicolaevca Peasant Farm (personal code 
005) - 3,228 lei (20.8 percent) 

Reflecting the value of own transportation 
services to transport the crop protection 
substances to the Cooperative's storage facility 
Accruing proceeds from the agent services regarding 
purchase of the crop protection substances, including 
commission fee (10 percent of the crop protection 
substances purchase value - 1,550 lei) and 
transportation services (at cost) - 1,200 lei, 

including: 
Ivancea Peasant Farm (personal code 001) - 
415 lei (15.1 percent) 
[(2,335 : 100 x 10) + (1,200 : 15,500 x 2,335)] 
Pereseceno Peasant Farm (personal code 
002) - 482 lei (17.5 percent) 
[(2,718 : 100 x 10) + (1,200 : 15,500 x 2,718)] 
Vinogradari LLC (personal code 003) - 603 
lei (21.9 percent) 

4 

18,250 

15,500 

15,500 

15,500 

1,200 

2,750 

5 

242 

522 

925 

711 

223 

6 

522 

242 

925 

81 1 

61 1 
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74 

75 

76 

3 
[(3,397 : 100 x 10) + (1,200 : 15,500 x 3,397)] 

8 Optima LLC (personal code 004) - 678 lei 
(23.7 percent) 
[(3,822 : 100 x 10) + (1,200 : 15,500 x 3,822)] 

8 N~colaevca Peasant Farm (personal code 
005) - 572 lei (20.8 percent) 
[(3,238 : 100 x 10) + (1,200 : 15,500 x 3,228)] 

Charging to account the amount of decrease in 
receivables 
Due to Vinogradari LLC's (personal code 003) 
failure to recover damages caused to the 
Cooperative, the Cooperative Board made the 
decision to recover the damages at the expense 
of the loan provided to the Cooperative by 
Vinogradari LLC 
Showing truck current repairs expenses in the 
amount of: 
a) Spare parts 
b) Repair materials 
The Cooperative concluded a contract with a 
supplier on the wholesale supply of mineral 
fertilizers to the Cooperative members (by their 
order). The Cooperative's commission fee for the 
acquisition of the fertilizers under the contract is 10 
percent of the purchase value 

1 2  

12.04 

12.14 

12.14 

12.14 

78 
rn 79 

80 

81 

82 
83 

84 

4 

2,750 

3,500 

580 
220 

12.21 
12.21 

12.21 

12.24 

12.24 -- 
12.25 

12.25 

5 

522 - 

513 

813 
813 

6 

223 

223 

21 1 
211 

Receiving mineral fertilizers from the supplier 
Charging to account the advance payment to the 
supplier for mineral fertilizers 
Showing the value of own transportation 
services to transport the fertilizers to the 
Cooperative's storage facility 
Supplying the mineral fertilizers to the 
Cooperative members at supply prices: 
8 Ivancea Peasant Farm (personal code 001) - 

2,460 lei 
8 Pereseceno Peasant Farm (personal code 

002) - 3,150 lei 
8 Vinogradari LLC (personal code 003) - 

3,930 lei 
8 Optima LLC (personal code 004) - 4,425 lei 
8 Nicolaevca Peasant Farm (personal code 

005) - 3,735 lei 
Writing off the actual price of the fertilizers 
Collecting cash from the Cooperative members 
to the settlement account as payment of invoices 
for the mineral fertilizers 
Recording indirect manufacturing costs as main 
production costs 

15,000 
15,000 

1,200 

17,700 

16,200 

217 
521 

217 

223 

711 

242 - 
52 1 
224 

811 

61 1 

217 

17,700 
7,204 

242 
811 

223 
813 



Cha~ter 9. Coo~erative's Financial Statements: Preuaration and Presentation Procedure 

85 

86 

87 

88 

89 

90 

91 

92 

I 

4 

30,146 

2,750 

180 

155 

180 

540 

9,600 

16,590 

1 2  
12.25 

12.25 

12.25 

-- 
12.26 

12.26 

12.28 

12.28 

12.28 

3 
Showing actual cost of rendered services 
(please, see Tables 9.6-9.8) 
Writing off expendables and consumables in 
operation due to their complete depreciation 
Recording waste resulting from writing off 
expendables and consumables within the limits 
of probable residual value 
According to inventory results, showing the 
value of material shortage recordet to a party 
whose fault it is incriminated with 
Showing the amount of shortage acknowledged 
by the party at fault for recovery at market 
prices within 3 months after its statement 
Accruing interest on loan for November- 
December (12 percent per annum) 
Collect short-term receivables for rendered 
services from the Cooperative members to the 
settlement account, 

including: 
Ivancea Peasant Farm (personal code 001) - 
1,500 lei 
Pereseceno Peasant Farm (personal code 
002) - 2,000 lei 
Vinogradari LLC (personal code 003) - 
1,800 lei 
Optima LLC (personal code 004) -2,100 lei 
Nicolaevca Peasant Farm (personal code 
005) - 2,200 lei 

Mutual clearance of receivables from the 
Cooperative members and the Cooperative's 
liabilities (please, see Cooperative Members 
Settlement Registry), 

including: 
Ivancea Peasant Farm (personal code 001) - 
5,540 lei 
Vinogradari LLC (personal code 003) - 
5,250 lei 
Nicolaevca Peasant Farm (personal code 
005) - 5,800 lei 

5 

711 

214 

211 

--- 

714 

227 

714 

242 

522 

6 

811 

213 

213 

21 1 

612 

41 1 

223 

223 



Table 9.5 

Asset 

.- 

Intangible Assets: 
Organizational expenses 
Right to use 
administrative building 

Fixed Assets: 
ZIL truck 
GAZ-53 truck 
Suspended parking lot 

Agricultural equipment 

Putting into 

Long-term Assets of Alternativa A BCZnitial cost -- 

Monthly Depreciation 
(Amortization) Standard 

3 years 4 months Straight line 
3 years 4 months Straight line 

Straight line 

hours over years in 

Initial Cost, 
lei 

% 
7 

= (100 : ~01.5) : 12 

2,672 

24,000 
- - 

service 

Years in Service Residual 
Value, lei 

Amount, lei 
8 

= [(~01.3 - ~01.4) 
X X 

~01.71 : 100 

hours in operation 

Depreciation 
(Amortization) 

Method 

--- 0 

0 

Depreciation standard per 
machine-hour, lei 

2 

3 years 4 months 

Straight line 

Straight line 

4.17 
2.5 

1 1  1 
600 
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Table 9.6 

Volume of Sentices Rendered, Using Trucks, Tmtor, and Agricz~ltrcral Equipment 
/ 

Service 

Total rendered services 
lei 
39.500 

including: 
Total freight transportation 

[me of Services 
Share, % 

17800 
including: 

a Products for Cooperative members 
a Equipment for the Cooperative 
a Crop protection substances 
a Mineral fertilizers 
Total autumn ploughing 

Table 9.7 
Indirect Manufacturing Costs Allocation 

According to the accounting policy, the volume of rendered services serves as the basis for allocation 
of indirect manufacturing costs by type of service (please, see p. 172, Article 12) 

29 
45 
72 
80 
67 

Table 9.8 
Rendered Services Cost Calculation 

15,120 
280 
1,200 
1,200 

21,700 

I 

Type of Service 

A 
Total 

Freight transportation 

Autumn ploughing 

1 

Share of 
Rendered 

Services, % 
(Table 9.6) 

1 
100 

45 

5 5 

Mineral fertilizers (transaction No. 80) 
Cost of services rendered to the Cooperative members 
(transaction No. 85) 

Indirect Manufacturing Costs, lei 
Common for all 
types of services 

2 
6,404 

(co1.4 - co1.3) 

2,882 
(6,404 : 100 x 45 %) 

3,522 
(6,404 : 100 x 55 %) 

1,200 

10,039 

Directly related 
to freight 

transportation 
3 

800 

800 
(transaction 

No.76) 

20,107 

Total 
(c01.2 + co1.3) 

4 
7,204 

(turnover of account 
813) 

3,682 

3,522 

1,200 

30,146 
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General Ledger for Quater IV, 2001 

31 1 Statutory Capital 
Trnmaction 

Balance 
1 

Footing 

312 Additional Capital 

Debit 

0 

Transaction 
Balance 

Footing 
Balance 

Credit 
0 1 

150,000 
150.000 

Debit 

0 

Credit 
0 

0 
0 
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213 Low-value and Short-life Items I 
I T m & n  1 Debit Credit 
1 Balance I 0 I I 

, 221 Short-term Trade Receivables , 
1 Tmnsaction 1 Debit I Credit I 
Balance 

60 
0 
45,000 

1 63 
1 Footing 
1 Balance 

321 LRgal Reserves 

45.000 
0 

332 Retained Earnings (Deficit) of Prior 
Years 

Transaction 
Balance 

Footing 
Balance 

322 Statutory Reserves 

45,000 
45.000 

1 ~mns&nl  Debit 1 Credit I 

lhmssaction 
Balance 

Footing 
Balance 

Debit 

-- 
0 

Credit 
0 

0 
0 

Debit 

0 

I Balance 

1 333 Net Pro@ (Loss) of the Reporting 
Period 

Credit 
0 

0 
0 

0 

' Footing 
Balance 

0 

1 Tmnsaction 
1 ~ a l  ance 

0 
0 

1 Adjust. 3 
1 Footing 

Debit Credit 
0 

0 
6,044 
6.044 
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1 Balance I 0 1 I 

224 Short-term Prepayments Made 
Tmnsaction 1 Debit 

351 Income and Expense Summary 
T m h n  I Debit I Credit 

Credit 

1 79 
Footing 

Balance 
Adiust. 1 a) 

84.500 

I Adiust. 2 b) I 

0 
6 1.770 

1 Adjust. 1 b) 
P 

1 Adiust. 2 a) 

15,000 
84.500 

47.546 

Adjust. 2 c) 
Footing 

- 1 -  1 Balance I 0 1  

1 

Balance 
Adiust. 3 

4,195 
59.406 65.450 

6.044 

511 Short-term Bank Credits 

6,044 

Tmaction 
Balance 

Footing 
Balance 

Debit 

0 

Credit 
0 

0 
0 
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1 241 Cash 1 

- - - 7 - .  - 

8,680 8,005 
P 

Balance 675 

Tmsaction 
Balance 

1 242 Settlement Account 

Debit 
0 

Credit 

T m d n  
Balance 

- 
246 Cash Documents 

Debit 
0 

Footing 
Balance 

Tmnsaction 
Balance 

35 b) 
Footing 
Balance 

Credit 

82,512 

Debit 
0 

350 
350 
350 

99,422 
16,910 

Credit 

0 
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31 4 Withdrawn Capital 
T m a & n  

Balance 

Footing 
Balance 

Debit 
0 

0 
0 

Credit 

0 
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721 Expenses of Investing Activity 
T m & n  

Balance 

Footing 
Balance 

722 Expenses of Financing Activity 

621 Investing Income 

T m n s d n  
Balance 

Footing 
Balance 

Debit 
0 

0 
0 

Transaction 
Balance 

Footing 
Balance 

622 Financing Income 

Credit 

0 

Debit 
0 

0 
0 

Transaction I Debit 
Balance 

Debit 

0 

Credit 

0 

Credit 
0 

Footing 0 
P 

Balance 

Credit 
0 

0 
0 

0 
y 
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813 Indirect Manufacturing Costs 
T m n s h n  

Balance 
10 
12 
37 b) 
38 b) 
39 b) 
54 a) 
56 d) 
76 a) 
76 b) 
84 

Footing 
Balance 

Debit 
0 
1,860 
2,750 

800 
248 
66 

460 
220 
580 
220 

Credit 

7,204 

0 
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Table 9.9 

Cooperative Members' Settlement Registry, in lei 



Chapter 9. Cooperative's Financial Statement: Preparation and Presentation Procedure 

Optima 004 1 
29 10.20 1 3.3301 

Footing in October 

Footing in November 5,100 

3,330 i 0 

58-60 11.08 

1,100 

3,330 

7,330 \ 11,000 
I 

0 

15,500 

0 

1 1.000 

4,500 

0 
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I Footing in November 5,400 

572 
69, 71 

73 
74 

12.04 
12.04 
12.04 

800 

572 
' 81 

83 
91 
92 

12.24 i 3,735 
PPP 

12.25 ' 
12.28 
12.28 

3,735 
2,200 
5,800 5,800 

8000 

12,307 

13,107 

54,640 

Footing in December I 4,307 

8,000 

i 

3,228 

572 

0 

0 

10,630 

I Total in Quarter N 

1 GRAND TOTAL 

13,107 

65,2 70 

11,800 

9,600 

17,600 

82,512 

18,300 

0 

26,300 

99,422 

8,700 

8,700 

16,910 
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Table 9.10 

Quarter IV, 2001 Unadjusted Verification Balance Sheet, in lei 

132 Long-term Investments in Related 
(Paties 

Ac. 
No. 

1 11 
1 13 
12 1 
123 
1 24 

Account Name 

Intangble Assets 
Amortization of Intangible Assets 

Account Footing 

Tangible Assets in Process 
Fixed Assets 
Depreciation of Fixed Assets 

134 
136 

D t 
26,672 

Ending 
Balance 

14 1 
21 1 

Beginning 
Balance 

Ct 

1,422 

Dt 
26,672 

0 
0 
0 

Long-term Receivables 
Long-term PreDavments Made 

2 13 
214 

D t 
0 
0 

C t 

1,422 

0 
0 

Long-term Deferred Expenses 
Materials 

2 15 

223 1 Short-term Recevables from 1 1 I 1 1 

Ct 

47,991 
125,991 

Low-value and Short-life Items 
Depreciation of Low-value and 

217 
22 1 
222 

Settlements with the Budget 

0 
0 

short-life Items 
Work-in-Process 

227 1 Short-term Receivbales from 
2,330 

228 Short-term Receivables on 

47,991 

3,070 

0 

Goods 
Short-term Trade Receivables 
Allowance for Doubtful Debts 

Income Accrued 0 
229 Other Short-term Receivables 0 

44,730 

0 

241 Cash 0 8,680 1 
242 Settlement Account 0 / 197.5501 

0 
125,991 

15,680 

0 
0 
0 

243 , Foreign Exchange Account 0 
244 S~ecial Bank Accounts 0 ' I 

3,070 

26,050 

0 

246 Cash Documents 0 i 350 1 
25 1 Current Deferred Exmnses 0 558 1 177 

18,680 
8,270 

16,200 
45,000 

3 1 1 / Statutory Capital I 0 ' 1 150,000 i 150,000 ~ 

7,410 

2,750 

16,200 
45,000 

3 14 1 Withdrawn Capital 0 I I '2 

2,750 

0 
0 

3 12 Additional Capital 
3 13 i Un~aid Ca~ital 

0 1 

o+ 

32 1 : Legal Reserves I 
# 0 )  

Prior Years I O I 0 I I I 

322 Statutorv Reserves 
323 Other Reserves 

I 0 1 
0 1 

332 Retained Earnings (Deficit) of : 1 I I 
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Table 9.11 

Record of Adjustments Made in Quarter IV, 2001, in lei 

Adj. 
No. 

1.  

2. 

3. 

Contents of Economic 
Transaction 

Charding accrued income to 
Income and Expense Summary 
by type of activity: 

a) Sales revenues 

b) Other operating income 

Charging accrued expenses to 
Income and Expense Summary 
by type of activity: 

a) Cost of sales 

b) General and 
administrative expenses 

c) Other operating expenses 

Net profit of the reporting period 
shown 

Amount 

6 1,770 

3,680 

47,546 

7,665 

4,195 

6,044 

Correspondent 
Dt 

6 1 1 Sales Revenues 

6 12 Other Operating 
Income 

35 1 Income and 
Expense Summary 

35 1 Income and 
Expense Summary 

35 1 Income and 
Expennse Summary 

35 1 Income and 
Expense Summary 

Accounts 
Ct 

35 1 Income and 
Expense Summary 

35 1 Income and 
Expense Summary 

71 1 Cost of Sales 

7 13 General and 
Administrative 
Expenses 
7 14 Other Operating 
Expenses 

333 Net Profit 
(Loss) of the 
Reporting Period 



Table 9.12 
Table of 2001 Adjustments 

Alternativa EC 
---- ~. . 

Ac. 
No. 

Account Name Verification Adjustment Adjustment and T Income 
Balance Sheet Entry Verification Statement 

Intangible Assets 26,672 26,672 
Amortization of Intangible Assets 1,422 1,422 
Fixed Assets 125,991 125,991 
Depreciation of Fixed Assets 3,070 3,070 
Long-term Investments in Related Parties 
Long-term Receivables 
Long-term Prepayments Made 
Long-term Deferred Exwnses 
Materials 18,680 18,680 
Low-value and Short-life Items 7,410 7,410 
Depreciation of Low-value and Short-life 
Items 

Goods I I 
Short-term Recevables from Related 
Parties 

Short-term Receivables on Settlements 
with the Budget 
Short-term Receivbales from Employees I 180 1 180 1 

Asset Liability Bala- 
nce 
Sheet 



1 
228 

229 
23 1 

3 2 
Short-term Receivables on Income 
Accrued 
Other Short-term Receivables 
Short-term Investments in Unrelated 

4 5 6 7 8 9 10 11 12 13 14 



2 - -p - . -p 
3 4 5 

Value-added Tax and Excise Tax Accrued 
Other Short-term Liabilities - 1 345 1 
Sales Revenues - - -  . - -. - - -up - 1 1 61,770161,770 
Other -- - Operating Income 3,680 3,680 

Investing Income . - -  - 
Financing Income 
-- . - .- - - p- - - - - - -- -..- 

Cost of Sales 
Marketing - - - - and - - Selling - - .- - - Expenses . - 
General and Administrative Ex~enses 7.665 

Other . -- Operating - Expenses 4,195 
Ex~enses of Investing ~ c t i i i t v  
Expenses of Financing Activity I I I 
Extraordinary Losses 
. -- - - - - - - - -- -. - _I 
Main Production 

- - 

TOTAL 
Income and Expense Summary 59,406 
Before-tax Profit (Loss) of the Reporting 
Period (1.130; Form 2) 6,044 
Income Tax Expense (Saving) (1.140; 
Form 2) 0 
Net Profit (Loss) of the Reporting Period 
(1.130 & 1.140) (1.150; FOG 2) 
TOTAL 
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9.4. Balance Sheet Contents and Preparation Procedure 

The Balance Sheet is a financial report, showing the entity's financial condition in cash, 
and correlation between the value of economic goods and their financial resources, as well as 
obtained financial results of the entity's activity. Balance Sheet is prepared at a certain date, 
which usually coincides with the end of the reporting period. 

Property, in its economic essence, represents a complex of tangible and intangible values 
in the form of tangible assets, intangible assets, financial assets, current assets, cash and 
receivables which are referred to as assets belongins to the Cooperative. 

From the legal point of view, property is defined as an aggregate of rights and claims that 
are expressed in cash, and called liabilities, which belong to individuals or legal entities. It 
should be mentioned that there is a mathematical equation between the economic and legal 
contents of property, which is specified in Balance Sheet in the form of a mathematical 
equation between the totals of assets and liabilities. 

Requirements to Balance Sheet data are very exact, and the rules for its preparation are 
very precise. In order to complete it, preliminary work is necessary and must be performed 
consecutively in a logical way, such as to: 

Verify records in accounts of all transactions made during the year or during the 
period for which Balance Sheet is prepared; 
Prepare a trial balance (footings and balances) before the physical count; 
Conduct physical count of tangible assets and cash, which are components of the 
Cooperative's property, and the sources of the capital, receivables, and liabilities; 
Compare data recorded in the accounts and the reality determined by physical count 
and to determine corresponding differences; 
Record determined differences in the accounts and to make necessary adjustments: 
for amortization, time separation of revenues and expenses; 
Determine financial results of the reporting year; 
Prepare Balance Sheet and its annexes. 

The basic characteristics of Balance Sheet are: 
1. The Balance Sheet is prepared according to the standard form approved by the Ministry of 

Finance of the Republic of Moldova. 
2. The results of the previous reporting year N-1 and the current year N are compared in 

Balance Sheet. 
3. Balance Sheet items are grouped by designation. 
4. Offset of the asset and liability items is not admitted. 
5. The Balance Sheet items should correspond to the data recorded in accounting, which 

comply with the real situation of the physical inventory. 
6. Property elements are evaluated according to the provisions of the National Accounting 

Standards. 

By its contents, the preparation of Balance Sheet consists in, mostly, the processing and 
transfemng of account balance data from the previous Balance Sheet and the trial balance of 
summary accounts. By their structure, preparation works of data relating to the current 
reporting period are composed of selecting, classifying and summing up balances from the 
trial balance of summary accounts. 

According to the National Accounting Standards, Balance Sheet includes three main 
elements relating directly to the valuation of the Cooperative's financial situation: 

1. assets; 
2. owner's equity; 
3. liabilities. 
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The global equilibrium of these accounts may be presented through equations. These 
equations make it possible to compare owner's equity with liabilities, enabling to determine 
the degree of the Cooperative's financial independence. Analysis of such equation from the 
given viewpoint discloses the ability of the Cooperative to discharge its liabilities and to 
ensure an expanded reproduction of its assets using own resources. 

Taking into account all the three elements of Balance Sheet - assets - owner's equity - 
liabilities are present, the general equation of Balance Sheet becomes the following: 

a) in the form of a deduction: 
assets - liabilities = owners equity or the net position of the patrimony 

b) in the form of separate sections: 
assets = owner's equity + liabilities 

On the basis of the above-mentioned analysis, the basic model of Balance Sheet is 
presented in Figure 9.4. 

Under the provisions of paragraph 45 of the Framework for the Preparation and 
Presentation of Financial Statements, assets are resources controlled by the Cooperative as a 
result of past events, which will provide economic benefits in the future. They include the 
following main elements: 

a) intangible assets; 
b) tangible assets; 
c) financial assets; 
d) inventories; 
e) accounts receivable - debtor's accounts relating to trade and other transactions; 
i) financial investments; 
j) cash. 

In accounting and Balance Sheet, assets are divided into two groups: long-term and 
current assets. 

Long-term assets have a useful life longer than one year and they include intangible 
assets, long-term tangible assets and long-term financial assets. 

Intangible Assets (non-physical assets), include the economic assets which lack physical 
substance of tangible assets. They are start-up costs, goodwill, patents, licenses, software, 
franchises, and otlzer intangible assets and are included in Cltapter 1, Long-Ternt Assets, 
subsection 1.1, Intangible Assets of Balance Sheet. The procedures for including the 
respective elements in intangible assets, their evaluation and calculation of their amortization 
is regulated by NAS 13, Accounting for Intartgible Assets. 



Balance Sheet 

Assets 
Property 

(Economic Goods) 

Liabilities 
Juridical Property 

(Rights and Obligations) 

Figure 9.4. Balance Sheet Basic Model 

Long- 

Intangible Assets 

Long-term Tangible Assets 

4 Statutory and Additional 
Capital 

Reserves 

term 
Assets 

b 
Owners' 

Retained Earnings 

Reappraisal Funds & 
Grants 

of 
Financing 

Equity 

Property 
Forms 

7 
Long-term Financial Assets 

Sources 

pp 

Other Long- term Assets 

Current 
Assets 

4 

Inventories p Long-term Financial Long- - 
Short-term Receivables 

Cash 

Property 

L 

Liabilities -- term 
Long-term Accrued Liabilities 

Liabilities 

Other Short-term Assets 

b Short-term Financial Short-term Investments 

Short-term Accrued 
Liabilities 

Short-term Trade 
Liabilities 

4 

term 
Liabilities 

Liabilities 
Short- 
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Further, we will show the procedure for determining indicators that should be shown in 
Balance Sheet's items for Agricultural Business Cooperative "Alternativa". General Ledger 
and Trial Balance of the above-mentioned Cooperative are used as sources of information. 

Item 030, Intangible Assets, Book Value is determined as the difference between the 
values of lines 010, Intangible Assets and 020, Amortization of Intangible Assets. 

The book value of Altemativa ABC's intangible assets is 25,250 lei (26,672 - 1,422). 

Tangible assets, also referred to as physical assets, include material goods of long use in 
the Cooperative's activities and are in the form of: land, fixed assets in the form of buildings, 
special constructions, machinery, equipment and transmission devices, transportation means, 
livestock and plantations, etc. Tangible assets in process and natural resources are also 
included into physical assets. Long-term tangible assets are shown in Balance Sheet in items 
040-080 in subsection 1.2. Long-Term Tangible Assets. 

It should be mentioned that in item 040, Tangible Assets in Process, the customer of 
construction and assembling works reflects the actual or revalued cost of the tangible assets in 
process, created over an extended period based on a contract or at his/her/its enterprise: 
acquisition, assembling and installation of equipment requiring to be installed, equipment and 
other facilities that do not need to be assembled before they are put into operation, 
construction of new facilities, future capital investments increasing profit, and temporary 
moveable facilities. Expenses on planting and cultivating of perennials are also included in 
this line. 

Altemativa ABC's long-term tangible assets recorded as fixed assets in items 060 and 
080. 

Item 060, Fixed Assets shows initial cost, adjusted or revalued cost of fixed assets in use 
and idle, belonging to the enterprise and those which are in operating lease. Also in this line 
the lessee records the value of fixed assets in long-term lease with the right of purchase, and 
under a lease agreement. 

The cost of Altemativa ABC'sfixed assets is 125,991 lei. 

Item 080, Depreciation and Depletion of long-term Tangible Assets shows the accrued 
depreciation of fixed assets as well as depletion of natural resources belonging to the 
enterprise or leased for a long term with the right of purchase, which are recorded with a 
negative sign. 

The accrued depreciation in the reporting period is 3,070 lei. 

Item 090, Book Value of long-term Tangible Assets, is determined as the difference between 
the summary of tangible assets in process, land, fixed assets, natural resources and the amount 
of depreciation and depletion of long-term tangible assets. 

Based on the data of Alternativa ABC, the book value of tangible assets is equal to 
122,921 lei (125,991 - 3,070). 

Financial Assets, also referred to as financial or portfolio investments, include the financial 
assets invested by the Cooperative in other entities for a period greater than 12 months, in the 
form of: shares, stakes, bonds, loans given, etc. Deferred assets relating to individual income 
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tax and long-term prepayments made are also a part of the investments. All these are 
recorded in subsection 1.3. Long-term Financial Assets of Balance Sheet. 

The procedures for evaluation, revaluation and composition of long-term financial assets 
are regulated by NAS 25, Accounting for Investments, NAS 24, ReEated Party Disclosures, 
NAS 27, Consolidated Financial Statements and Accounting for Investments in 
Subsidiaries, NAS 28, Accounting for Investments in Associates, NAS 18, Revenue, NAS 
17, Accounting for Leases, NAS 12, Accounting for Income Taxes and the Tax Code of the 
Republic of Moldova. 

There are no long-term financial assets at Altemativa ABC. 

Long-term deferred expenses and other long-term assets are also a part of the long-term 
assets and are shown in subsection 1.4. Other Long-Term Assets, in item 170. The 
procedures for determination and composition of deferred expenses is regulated by the 
provisions of NAS 9, Research and Development Costs. 

Long-term deferred expenses incurred during the reporting year, which are to be included 
in the expenses and costs of periods that are longer than a year, are recorded in item 170, 
Other Long-Term Assets. Other long-term assets, which have not been recorded in the 
above-mentioned items of Section 1. Long-Term Assets are also recorded here. 

The total value of Altemativa ABC's long-term assets is shown in item 180. "Total for 
Section I", and it is determined as the sum of all the sub-totals from lines: 
(030+090+160+170). The total of Section "Long-term Assets" in this Cooperative is 
148.1 71 lei (25,250 + 122,921). 

Current assets are divided into inventories, receivables on trade and other transactions, 
financial investments and cash. 

Inventories are assets having the form of function of: raw materials, main materials, fuel, 
semi-finished products, spare parts, construction nzaterials, packages, livestock for sale and 
production, work-in-process, low-value and short-life, products, goods, and are included in 
Section 2. Current Assets, subsection 2.1. Inventories of Balance Sheet. 

The Balance Sheet inventories include materials, livestock for sale and production, low- 
value and short-life items, work-in-process, products and goods. 

The procedures for valuation and inclusion of tangible assets into inventories are regulated 
by NAS 2, Inventories. 

Low-value and short-life items are shown in Balance Sheet in item 210, Low-Value and 
Short-Life Items. Their book value is determined as the sum of the initial cost of low-value 
and short-life items in the warehouse and the estimated residual value of low-value and short- 
life items in operation (initial cost less accrued depreciation). 

The book value of goods from item 240, Goods, is recorded at the cost or net realizable 
value of goods (without trade mark-up), purchased by trade, public catering and mixed 
activity enterprises. Public catering Cooperatives and the Cooperatives having canteens in 
Balance Sheet also record the raw materials in the kitchen, warehouse and buffet in this item. 
Industrial Coopel-atives and other manufacturing Cooperatives show, in the mentioned item, 
manufactured units, products, materials purchased for sale, the cost of components purchased 
for assembling, which are not included in the cost of products manufactured and which are to 
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be recovered separately by the buyer, and also the cost of the Cooperative's finished products 
from their own warehouses meant for sale or submitted for consignment. 

The total value of inventories available at the Cooperative shown in item 250, Total by 
Subsection 2.1., is determined as the sum of values from the following lines: 
(190+200+210+220+230+240). 

The value of Altemativa ABC inventories according to the data from the trial balance 
and the items of the respective subsection, equals to 26,090 lei (18,680 + 7,410). 

Debtor's accounts on trade and other transactions, also referred to as Cooperative's 
accounts receivable, are economic assets temporarily advanced to individuals or other legal 
entities for which cash or its equivalent will be received. These include the following: buyer 
and customer liabilities, notes received, prepayments made, liabilities from the Budget, from 
the employees, etc. 

Short-term receivables are recorded in subsection 2.2. Short-Term Receivables and 
include receivables from various individuals and legal entities with a maturity no more than 
12 months: relating to trade invoices of related and unrelated parties, relating to settlements 
with employees, with the Budget, and prepayments made, recoverable value-added tax, and 
other short-term receivables. The procedure for formation and allocation of short-term 
receivables is regulated by NAS, 17. Accounting for Leases and 18, Revenue. 

The value of Altemativa ABC's short-term receivables is recorded in line 350 Total by 
Subsection 2.2. of Balance Sheet and is determined as the diference between the 
short-term receivables total recorded in this subsection and the amount of adjustments 
for doubtful debts. In this case, adjustments for doubtful debts have not been charged, 
and the total short-term receivables is 10,810 lei (10,630 + 180). 

Short-term financial investments are financial investments in other entities for the 
period that does not exceed 12 months. They can be in the form of: bonds and other 
securities, deposits, high liquidity securities, loans made, other short-term investment and are 
recorded in Balance Sheet in subsection 2.3. Short-Term Investments. 

Short-term financial investments are divided, by the designation of investments, into 
investments in related and unrelated parties. The procedures for attributing investments to 
short-term investments in related or unrelated parties, the composition and the rules for 
recording their value are regulated by NAS 24, Related Parties Disclosures, 25, Accourzting 
for Investments, NAS 27, Consolidated Financial Statements and Accounting for 
Investments in Subsidiaries, and NAS 28, Accounting for Investments in Associates. 

The total short-term investments are recorded in line 390, Total by Subsection 2.3. and 
equals the short-term investments in related and unrelated parties less the decrease in the 
value of short-term investments. 

Cash is economic assets, which have the form or the function of money. Structurally, 
they can be in the form of: cash at the cashier's ofice, cash in the settlement and foreign 
exchange account, cash in letters of credits, limited clzeck books, cash floats, cash documelzts, 
etc. and are recorded in subsection 2.4. Cash. 

Therefore, cash in the cashier's office, cash in the settlement and foreign exchange 
accounts, cash in special bank accounts, cash floats, and restricted cash are considered cash. 
The procedures for accounting for cash is determined by the normative documents appl-oved 
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by the Government of the Republic of Moldova and the Administrative Council of the 
National Bank of Moldova. 

The total amount of cash is recorded in item 440, Total by Subsection 2.4. and is 
determined as the sum of the items from this subsection, i.e.: (400+410+420+430). 

The value of Altemativa ABCJs cash comprises 25,653 lei (675 + 24,628 + 350). 

Current assets include other short-term assets recorded in subsection 2.5. Other Short- 
Term Assets. This subsection includes the current deferred expenses and other short-term 
assets not discussed earlier. 

The value of Altemativa ABC's current deferred expenses is 381 lei for this reporting 
period. 

The total amount of the current assets available at the enterprise at the end of the reporting 
period is recorded in line 460, Total by Subsection 2 and is determined as the sum of the 
values from lines: (250+350+390+440+450). 

The value of Altemativa ABC's current assets is 62,934 lei and is determined in the 
following way: (26,090+10,810+25,653+381) lei. 

The value from line 470, Total for Assets shows the sum of values from section 1 and 2, 
i.e. lines: (180+460), which should equal to the amount shown in line 980, Total for 
Liabilities. 

The total value of Altemativa ABC's assets is 21 1,105 lei, determined as: (148,171 + 
62,934) lei and is equal to the enterprise's liabilities. 

Owner's Equity is the residual amount in the Cooperative's assets after deducting liabilities 
and consists of statutory capital, additional capital, reserves, retained earnings of prior years 
and the net profit of the reporting period and the differences on revaluation of long-term 
assets. Owner's equity is recorded in section 3, Owner's Equity, of Balance Sheet. 

The methodology on preparing this section of Balance Sheet is similar to the procedures 
for the preparation of the Statement of Owner's Equity Flows which is presented in 
paragraph 9.6 of the given Guide. 

Liabilities are present obligations of the Cooperative arising from various transactions 
and is a legal ground for following payments. They are divided into financial liabilities and 
trade and other payables. 

Financial liabilities are divided into long-term and short-term liabilities. Long-term liabilities 
or borrowed capital are long-term credits received under agreements from banks and other 
financial institutions, loans and long-term lease liabilities, deferred income, prepayments 
received, target financing and receipts, long-term bank credits to employees, other long-term 
financial liabilities. These are recorded in section 4. Long-term Liabilities, subsection 4.1. 
Long-term Liabilities. 

Long-term financial liabilities of Altemativa ABC include long-term bank credits 
amounting 27,540 lei. 

The total amount of the Cooperative's long-term financial liabilities is recorded in line 
690, Total by Subsection 4.1 ., and is determined by the sum of lines (660+670+680). 
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Long-term accrued liabilities include long-term lease liabilities, deferred income, target 
financing and receipts, prepayments received, deferred income tax liabilities, and other long- 
term accrued liabilities. These liabilities are recorded in Balance Sheet line 760, Total by 
Subsection 4.2. and are determined as the sum of values from lines: 
(700+710+720+730+740+750). 

The total amount of long-term liabilities is recorded in line 770, Total by Section 4 and is 
determined as the sum of values from lines: 690+760. 

Trade and other payables show liabilities of the Cooperative arising from settlements 
with individuals and legal entities. They are divided into short-term bank credits and loans, 
liabilities to suppliers, liabilities to the state, liabilities to employees, liabilities on insurance 
and off-budget payments, other short-term liabilities. They are recorded in respective 
subsections of Section 5, Short-term liabilities, of Balance Sheet. 

Short-term financial liabilities are included into subsection 5.1 of Balance Sheet. They 
include short-term bank credits, short-term loans, the current portion of long-term liabilities 
and other short-term financial liabilities, which are recorded in line 820, Total by Subsection 
5.1, and are determined as the sum of values from lines: 780+790+800+810. 

Short-term liabilities of Alternativa ABC has been formed out of short-term loans and 
at the end of the reporting period is 7,500 lei. 

Short-term trade liabilities include liabilities arising from invoices to related and unrelated 
parties and prepayments received. They are recorded in subsection 5.2. Short-term Trade 
Liabilities of Balance Sheet. 

Line 860, Total by Subsection 5.2. shows the total short-term trade liabilities from lines: 
(830+840+850). 

Short-term trade liabilities of Alternativa ABC comprise 17,754 lei and include the 
short-term liabilities arising from invoices, and liabilities to related parties, that is 
844 + 16,910 lei. 

Short-term accrued liabilities include: labor remuneration, insurance, settlements with the 
Budget, off-budget payments, liabilities to employees on other transactions, liabilities to 
founders and co-founders, accrued VAT and excise tax, provisions for future expenses and 
payments, other short-term liabilities. 

The total amount of short-term liabilities is recorded in line 960, Total by Subsection 5.3. 
and is determined as the total amount of short-term accrued liabilities are recorded in lines 
(870+880+890+900+910+920+930+940+950). 

The total value of Alternativa ABC's accrued liabilities in the reporting period is 
2,267 lei, and it includes liabilities on labor remuneration - 1,476 lei, liabilities on 
insurance - 446 lei, other short-term liabilities - 345 lei, respectively (1,476 +446 
+345) lei. 

The total amount of short-term liabilities is recorded in line 970, Total by Section 5 and is 
determined as the amount of values from lines: (820+860+890). 

The total value of "Alternativa's" short-term liabilities is 27,521 lei (7,500 + 17,754 
+ 2,267). 
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Line 980, Total for Liabilities is determined as the total amount of Balance Sheet 
liabilities, i.e. the values from lines: (650+770+970). 

The total amount of liabilities of Altemativa ABC equals 211,105 lei (156,044 + 
27,540 + 27,521). 

One of the main objectives of the Annual Balance Sheet is to provide information on the 
financial position, performance and changes in the financial position, useful for all categories 
of users (investors, employees, loans providers, suppliers and various creditors, customers, the 
government and its representatives, public) in making current and future strategic decisions. 
Details relating to the activities under way as weil as economic and financial position are 
presented in Balance Sheet annexes which include several forms. The Cooperative should 
make sure that each Balance Sheet item is explained consequently in the annexes. 

The Balance Sheet of Alternativa ABC is presented below and is based on the example in 
paragraph 9.3 of this Guide. 
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Annexes to NAS 5 
"Financial Statements Presentation" 

Approved by the Ministry of Finance 
of the Republic of Moldova for the 

annual and quarterly financial 
statements 

Financial Statement 

as of December 3 1,200 1 

Form No.1 

Enterprise Alternativa ABC according to CRIO 
Region (town) according to SOATO 
Type of activity according to CAEM 
Managerial body according to COCM 
Type of ownership according to CFP 
Legal Form according to CFOJ 
Measurement unit: lei 
Fiscal Code according to the declaration 

Check amount 
Address Date of release 

Date of acceptance 
Term of presentation 

last name, first name, telephone of the Chief Accountant 

Codes 
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Annex # 1 
BALANCE SHEET 

as of December 3 1.2001 

Short-term investments in related parties (232) 
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ASSETS 

ITotal by Section 5 (items 820+860+960) 27,521 I 
 GRAND TOTAL for LIABILITIES (items 650+770+970) 1 980 1 211,105 

Enterprise Manager 

Chief Accountant 
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9.5. Contents and Preparation Procedure of Income Statement 

Income Statement of the Cooperative contains information that is of primary interest 
both to its management and external users. 

While Balance Sheet depicts financial position of the Cooperative as of a certain moment 
in time, Income Statement summarizes results of economic transactions during a certain 
period of time, which is referred to as a reporting period. Currently, Income Statement is 
prepared quarterly and cumulatively from the beginning of the reporting year. 

Income Statement comprises 15 lines of values that show revenues, expenses and profit 
(loss) for the current reporting period and corresponding period of the previous year. The first 
eight lines characterize income, expenses and the results of operating activities of the 
Cooperative that are based on its Charter, which are normally regular and on-going activities. 

The remainder of the statement reflects the financial results related to activities of the 
Cooperative, which are not its main activities. In particular, the result of transactions of 
additional business activities of the Cooperative, such as investing and financing activities, 
and those arising from extraordinary events and transactions. 

The procedure for preparation of Income Statement is to fill out each line based upon the 
balances of income and expense accounts of classes 6 and 7 of the Chart of Accounts. While 
preparing this financial statement, positive financial results (profit) are shown as ordinary 
figures and negative results (losses) are shown in parenthesis. 

Line 010, Net Sales shows revenue on sales, i.e. value of shipped (delivered) products, 
goods, executed works, rendered services at sale prices (rates) without VAT and excises as 
soon as ownership rights are transferred and documents for payment are presented to buyers 
and customers. From the point of view of the methodology of preparing Income Statement, 
net sales represent the credit balance in Account 611, Revenue from Sales. 

Based on information from Joumal of Transactions (Table 9.4), the net sales of 
Altemativa ABC during 2001 include: 

cost of transportation services rendered 15,120 lei (transaction # 29) 
selling cominission 4,500 lei (transaction # 61) 
cost of ploughing and sowing services rendered 21,700 lei (transaction # 67) 
cost of acquisition services rendered 2,750 lei (transaction # 73) 
cost o f  mineral -fertelize rs delivered 17,700 lei (transaction # 81 ) 
Total 61,770 lei. 

Line 020, Cost of Sales, and debit of Account 711, Cost of Sales, shows the cost of 
shipped (sold) products, goods, executed works, rendered services. 

When filling in this line in Income Statement, one should be guided by NAS 3, 
Composition of Costs and Expenses of the Enterprise. In accordance with this Standard, 
article "Cost of Sales" in manufacturing enterprises includes direct material costs, direct labor 
costs and indirect manufacturing costs related to sold products. When the Cooperative runs 
trade, it shows the cost of goods sold in this line, and when rendering services, it shows the 
cost of materials and labor, as well as indirect manufacturing costs. 

The accrual principle is of major importance for showing cost of sales in financial 
reporting. In accordance with this principle, consumed resources are shown in the 
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composition of the cost of sale in the period, in which the shipment of products for 
manufacturing of which they were used, took place, irrespective of whether the resources 
were actually paid for or not. 

When preparing Income Statement, it is extremely important to show revenues and costs 
related to the same transactions in the same period. For example, prepayment for services 
rendered, which have been received from the Cooperative, should be shown in the 
composition of net sales in the period, in which cost of services rendered is shown in Income 
Statement. 

In our example cost of sales of Alternativa ABC for the year 2001 consists of: 
cost of transportation services 1,200 lei (transaction 72, Table 9.4) 
cost of mineral fertilizers delivered 16,200 lei (transaction 82, Table 9.4) 
cost of services rendered to clients 30,146 lei (transaction 85, Table 9.4) 
Total on line "Cost of Sales" 47,546 lei 

Line 030, Gross Profit (Loss) shows the difference between the amount of net sales (line 
010) and cost of sales (line 020). 

Thus, in our example gross profit of Altemativa ABC is 14,224 lei (61,770 - 47,546). 

Line 040, Other Operating Income shows recognized revenues that are recorded in the 
credit of Account 612, Other Operating Income. 

Besides the above mentioned, the following can be shown in the composition of other 
operating income: sale of other current assets at sale prices without VAT and excises, accrued 
payment for intangible and long-term tangible assets transferred to current lease, accrued fines 
receivable and other sanctions for violations of contract terms, amounts of recognized claims 
to buyers and customers, amounts of receivables from employees related to compensation of 
material damage subject to be received in the current reporting period, cost of compensating 
expenses on canceled production orders, cost of materials received due to spoilage at prices of 
possible use, cost of surplus of assets revealed in the course of physical count, revenues from 
sale of cash documents, amounts of excess of the net realizable value over the cost of 
inventories according to the previous evaluation within their cost and others. 

Based on the data given in Table 9.4, other operating revenues of Altemativa ABC for the 
year 2001 include: 
the amouizt of claim recognized by LLC "Vilzogradari" 3,500 lei (tralzsaction 66, Table 9.4) 
the shortage to be conzpensated 180 lei (transaction 89, Table 9.4) 

Total on line "Otlzer Operating I~zcome" 3,680 lei 

Line 050, Selling and Marketing Expenses shows expenses related to the sale of finished 
products, goods and services recorded in the debit of Account 712, Selling and Marketing 
Expenses. 

According to NAS 3, Composition of Costs and Expenses of the Enterprise, selling and 
marketing expenses include: expenses on packaging; transportation costs; advertising costs, 
cost of guaranteed repairs and maintenance; marketing expenses; labor remuneration of shop 
assistants, cashiers, loaders and other employees directly involved in sale of goods; payments 
to cooks and waiters at enterprises of catering; payment for services of selling, intermediary, 
foreign trade enterprises; expenses on acquiring export licenses; customs expenses, expenses 
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on creating doubtful debts provisions, losses due to return of goods sold and price reduction 
on goods sold, etc. 

The Cooperative may create a provision for return of goods and price reduction on goods 
sold. In this case, the marketing and selling expenses will include the amounts allocated as 
such provision during the reporting period. 

In our example Alternativa ABC has not recorded any marketing and selling expenses for 
the year 2001. 

Line 060,  General and Administrative Expenses shows expenses related to management 
of the enterprise that are accrued in the debit of Account 713, General and Administrative 
Expenses. 

Showing expenses on management in a separate line in Income Statement is necessary in 
order to present information on the level of these expenses for owners of the enterprise and 
for other users of financial statements. 

When filling in Income Statement with data on managerial expenses, one should be 
guided by NAS 3, Composition of Costs and Expenses of the Enterprise. The composition of 
general and administrative expenses includes: expenses on remuneration of labor of 
managerial and administrative staff with deductions on social insurance; depreciation, repairs 
and maintenance of fixed assets of general use; amortization of intangible assets of general 
use; depreciation of low value and short life items of general use; representation expenses 
(entertainment expenses; expenses on business cars; payment of general and administrative 
services rendered to the Cooperative; expenses on handling general meetings of shareholders; 
expenses on business trips of management; staff training expenses; taxes and fees, except for 
the income tax envisioned by the legislation, etc. 

Based on the data given in Table 9.4, general and administrative expenses of Alternativa 
ABC for the year 2001 are: 
low-value and short-life items from the warehouse for general use 550 lei (transaction # 14) 
ofice supplies given to management personnel 180 lei (transaction # 32) 
business trip expenses 1,720 lei (transaction # 35) 
remuneration of labor of managerial staf 1,800 lei (transaction # 37) 
social insurance deductions from salaries of managerial staf 558 lei (transaction # 38) 
current portion of deferred expenses 11 1 lei (transaction # 39) 
water 540 lei (transaction # 42) 
cost of postal-telegraph services 345 lei (transaction # 43) 
bank services 55 lei (transaction # 53) 
cost of electricity 384 lei (transaction # 54) 
amortization o f  intannible assets 1,422 lei (transaction # 55) 

Total 7,665 lei. 

Line 070, Other Operating Expenses shows other operating expenses that are recorded in 
the debit of Account 714, Other Operating Expenses. 

A certain portion of the named expenses is of a normal (justified) character, e.g.: carrying 
amount of sold current assets, except for products, goods and services rendered; interest on 
received credits and loans except for cases when they are capitalized; accrued payment for 
assets received in operating lease; amounts of written off current deferred expenses related to 
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the reporting period; amounts of the difference between the cost of inventories and their net 
realizable value, etc. 

At the same time, the other portion of operating expenses is of non-production (abnormal) 
character, e.g.: shortage and losses related to damage of assets in excess of rates of natural 
loss; fines, penalties, compensations payable; interest on overdue loans and credit sanctions; 
cost of final spoilage; expenses on correction of spoilage; amounts of written off bad 
receivables (except for receivables for products, goods and services); fixed indirect 
manufacturing costs unallocated due to incomplete use of normative production capacities. 

In accordance with transactions executed by Altemativa ABC, Other Operating Expenses 
for the year 2001 include: 

losses caused by LLC "Vinogradari" 3,500 lei (transaction # 65, Table 9.4) 
shortage of materials 155 lei (transaction # 88, Table 9.4) 
interest to be paid 540 lei (transaction # 90, Table 9.4) 
Total 4,195 lei. 

Line 080, Results from Operating Activities: Profit (Loss) shows financial results 
determined in the following manner: other operating income (line 040) is added to gross profit 
(loss) shown in line 030, while selling and marketing expenses (line 050), general and 
administrative expenses (line 060) and other operating expenses (line 070) are deducted from 
this sum. 

Based on data from our example, the result of operating activities of Altemativa ABC is 
6,044 lei (1 4,224 + 3,680 - 7,665 - 4,195). 

The result of operating activity shows, to the users of financial statements, the fair picture 
of profit (loss) of the Cooperative in the reporting period by types of activities envisioned by 
its charter and which are mainly regular and on-going types of activities. 

The following articles of Income Statement are related to other activities of the 
Cooperative, which are investing and financing activities. 

Line 090, Results of Investing Activities: Profit (Loss) shows the difference between 
revenues and expenses from transactions related to availability and movement of long-term 
assets. 

The following are examples of investing income: sale price of long-term assets without 
VAT and excises; dividends accrued on shares, interest on securities and extended loans, 
revenues on share participation in the statutory capital of other enterprises; amounts of 
appreciation of disposed long-term assets; cost of surplus of long-term assets revealed in the 
course of physical inventory; cost of materials received as a result of liquidation of fixed 
assets in excess of initially calculated residual value and other revenues accrued in the credit 
of Account 621 "Investing Income". 

When determining financial results from investing activities, the following are examples 
of expenses may be included in the composition of expenses: carrying amount of disposed 
long-term assets; expenses related to disposal of long-term assets; amounts of price reductions 
on long-term assets disposed of; amounts of shortages and losses of long-term assets revealed 
in the course of physical count and other expenses that are recorded in the debit of Account 
721 "Expenses of Investing Activity". 
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In our example Altemativa ABC has not recorded any financial result from investing 
activity for the year 2001. 

Line 100, Results of Financing Activities: Profit (Loss) shows the difference between 
revenues and expenses on transactions related to changes in the size and structure of owner's 
equity and loaned funds. 

When determining financial results from financing activities, the following are examples 
of income included in the composition of income: accrued lease payment for long-term assets 
in financial lease; value of assets received free of charge; revenues on exchange differences 
on foreign exchange accounts and transactions in foreign currencies; received subsidies from 
the Budget (at non-state owned enterprises); inflows from sponsors; amounts of write off of 
payables and depositor debts with expired period of limitation; revenues (royalty) to be 
received from the transfer of intangible assets into use and other revenues recorded in the 
credit of Account 622, Financing Income. 

The following are examples of financing expenses: accrued payment on long-term assets 
received under financial lease; losses on exchange differences on foreign exchange accounts 
and transactions in foreign currencies; amounts of written off long-term prepayments which 
were issued earlier and not claimed; accrued payment (royalty) for intangible assets received 
for use and other expenses accumulated in the debit of Account 722, Expenses of Financing 
Activity. 

Based on data from our example, Altemativa ABC has nor recorded any financial result 
fromfinancing activities for the year 2001. 

Line 110, Results of Financiul-Economic Activities: Profit (Loss) shows profit or loss 
received by the Cooperative during the reporting period from all types of activities. This 
result is determined as an algebraic sum of data of lines: Results from Operating Activities: 
Pro@ (Loss) (code of line 080), Result from Investing Activities: Projif (Loss)" (code of line 
090), Resultfiom Financing Activities: Profl (Loss)" (code of line 100). 

Based on data from our example, the result offinancial-economic activities of Alternativa 
ABC is 6,044 lei. 

Line 120, Extraordinary Result: ProB (Loss)" shows the difference between revenues 
and expenses arising from extraordinary events and transactions. For example, such events 
include: 

natural calamities; 
political disorders (military actions, revolutions); 
changes in the legislation of the Republic of Moldova (decision on nationalization, 
prohibition of certain types of activities. 

The following expenses may arise as a result of such events: written off carrying amount 
of assets disposed of as a result of extraordinary events; expenses related to liquidation of 
consequences of extraordinary events. 

When preparing Income Statement, the following can be shown as extraordinary 
revenues: amounts received to cover losses related to extraordinary events received from state 
entities, legal entities and individuals to compensate for losses due to extraordinary events; 
amounts subject to receiving from insurance companies. 
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From the point of view of methodology of preparing Income Statement, the value 
"Extraordinary Result: Profit (Loss)'' is determined as the difference between the credit 
footing of Account 623, Extraordinary Income and the debit footing of Account 723, 
Extraordinary Losses. 

In our example, Alternativa ABC has not recorded any extraordinary result during 2001 

Line 130, ProJit (Loss) of the Reporting Period Before Taxation, shows financial results 
received by the enterprise from all types of activities during the reporting period, and also 
extraordinary results. This value, also referred to as an accounting profit, is determined as an 
algebraic sum of data in lines Result from Financiul-Economic Activity: Profit (Loss) (code 
of line 110) and Extraordinary Result: Pro@ (Loss) (code of line 120). 

Based on the data from our example, profit (loss) of the reporting period before taxation 
of Alternativa ABC is 6,044 lei. 

Line 150, Net Pro@ (Loss) represents the difference between Pro@ (Loss) of the 
Reporting Period before Taxation (code of line 130) and Income Tax Expense (Saving) 
(code of line 140). Data in this line should correspond to the net profit (loss) of the reporting 
period shown in Balance Sheet (code of line 590). 

In the course of filling in Income Statement one should bear in mind that when preparing 
quarterly statements, net profit (loss) of the reporting period is determined by calculations 
without making accounting entries. When preparing annual statements, net financial results 
of the reporting period represents the difference between debit and credit footings of Account 
351, Income and Expense Summary and is recorded in this statement on the basis of the 
balance of Account 333, Net Pro@ (Loss) of the Reporting Period. 

The amount of the net profit is of primary interest for owners of the Cooperative, as it is 
the main source for dividends and bonus shares. Upon the decision of the General Meeting of 
the Cooperative's members, it can also be used to create reserves (provisions), to cover losses 
of prior years, or for other purposes. 

Further, we show Income Statement filled in using data from our example. 
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Annex # 2 

INCOME STATEMENT 
from October 1 to December 3 1,2001 

Financing result: profit (loss) (622-722) 
Financing-economic result: profit (loss) (aS0+090+100) 
Extraordinary result: profit (loss) (623-723) 

Profit (loss) of the reporting period before taxation (i110r120) 
Expenses (savings) on income tax (73 1) 

Net profit (loss) (i130i140) 

100 
110 
120 

130 
140 

150 

6,044 

6,044 

6,044 
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9.6. Cash Flow Statement 

General Provisions 

Cash Flow Statement is one of the main forms of financial statements which shows all 
changes in financial resources of the enterprise from the point of view of cash inflows and 
cash outflows for the appropriate reporting period. 

Procedure for preparing Cash Flow Statement in the Republic of Moldova is regulated by 
NAS 5, Presentation of Financial Statements, and NAS 7, Cash Flow Statement, and 
Commentaries on the Application of these Standards. At present, Cash Flow Statement is 
prepared quarterly and cumulatively from the beginning of the reporting year. 

Unlike other financial statements prepared on the accrual basis, Cash Flow Statement is 
prepared on the cash method. All cash and cash equivalents inflows are accounted for in 
amounts, which were actually received in the cashier's office or deposited to appropriate 
accounts. Cash outflows are shown in the amounts actually disbursed from the cashier's 
office or transferred from bank accounts. Transactions are considered to be completed at the 
date when actual expenses are paid, or real money was received in the cashier's office or in 
bank accounts. 

In this case, cash inflows and outflows on behalf of other persons can be shown in this 
Report on a net basis, that is as the difference between inflow and outflow. 

According to NAS 7, cash for Cash Flow Statement consists of: 
cash on hand, available at the enterprise (coins, bills, foreign currency) 
deposits in the settlement account and foreign exchange accounts in banks; 
cash in UCs, cheque books, credit cards; 
deposits in current, specific and other accounts in the bank except for deposit 
accounts). 

For the purposes of Cash Flow Statement, cash includes cash equivalents - cash floats 
and cash documents (postal stamps, excise duty stamps, state duty stamps, paid travel tickets, 
vouchers for vacation and treatment, and others that are in the cashier's office of the 
enterprise). 

When preparing a detailed report, all cash and its equivalents (including those restricted) 
are summed up and their total amount is shown. 

It is important that Cash Flow Statement does not show those transactions, which 
influence net profit without any cash displacement. 

Such transactions include the following: 
barter; 
amortization; 
depreciation of long-term assets; 
deferred taxes; 
other non-cash transactions. 

Internal movement of cash is not considered as cash inflows and cash outflows and is not 
recorded in Cash Flow Statement. These are: 

letter of credit issuing; 
purchase of cash documents and cards; 
recording cash floats in bank accounts; 
cash receipts from settlement and other bank accounts into the cashier's office and 
vise versa. 
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Taken as a whole, these transactions represent administration of cash transactions by the 
enterprise, and they are only recorded in cash accounts. 

It is necessary to bear in mind that according to the provisions of NAS 7, short-term 
securities of high liquidity (bonds, treasury certificates with the initial maturity of no more 
than one year) purchased by the enterprise for resale, as well as deposits, are not included into 
cash. The purchase (sale) of these assets is related to cash receipts (disbursements), which 
shall be recorded in Cash Flow Statement, Operating Activity Part. 

Cash Flow Statement Preparation Methods 

Two methods of preparing Cash Flow Statement are used in international practice: 
Using Direct method, the financial statement shows the total cash receipts and 
disbursements by activity designation of the enterprise. It shows the main sources of 
cash inflows and directions of cash outflows, gives an opportunity to make operating 
conclusions as to sufficiency of cash for payments on current liabilities, and it sets a 
mutual relationship between the amount of sales and cash receipts; 
Indirect method allows to adjust net operating profit (loss) taking into account the 
modifications incurred during the reporting period to inventories, receivables and 
payables related to operating activity, and non-cash positions (amortization, tax 
deferrals, etc.), as well as all items related to investing and financing activities, into 
real cash. This method enables to show a mutual relationship between various 
activities of the enterprise, as well as between net profit and modifications that have 
taken place to its assets during the reporting period. 

Cash Flow Statement Preparation Procedure 

According to the provisions of NAS 7, all economic entities of the Republic of Moldova 
prepare Cash Flow Statement using Direct Method, which summarizes all real cash inflows 
and outflows on the basis of journals and source documents cumulatively from the beginning 
of the reporting period. Indirect Method is recommended for control purposes. 

Cash inflows and outflows are summarized by types of activity that are recorded as a 
separate line. 

Figure 9.6 will help to understand the structure of Cash Flow Statement. 

Figure 9.6 clearly shows that cash flows are summarized in this statement in three main 
sections, which correspond to types of activities of the enterprise: 

operating (main), for which the enterprise is established and which, in most cases, 
generates main income; 
investing, which includes acquisition and sale of manufacturing assets, investments 
into long-term securities, allowing loans; 
financing, which leads to changes in amount and composition of the owners' 
equity and loaned resources. 
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Figure 9.6. Caslz Z~zjlow and Outflow Classification by Types of 
Activity 

Cash Inflows Type of Activity Cash Outflows 

operating lease 
received fines, penalties, compensations 
compensation of material damage; 
revenue from sale of short-term expenses related to sale of other current 
securities 
returns from the Budget; operating lease payments; 
commission fees; paid fines, penalties; 

all types of taxes and fees (except for 
the income tax 
commission fees; 
other outtlows 

f Cash inflows in form of credits and 
loans, from placement of company's 

debt securities 

Other inflows: 

subsudues, prernia, awards; 

\ 
Inflows to cover losses 

* 'cash outflows due to 

caused by natural calamities + 
Extraordinary cash inflows fire, flood, theft, 

J (outflows) other circumstances 

Positive (negative) exchange 
differencies 

BEST AVAILABLE COPY 
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Cash inflows and outflows related to extraordinary situations, are shown separately, as well 
as positive (gain) and negative (loss) exchange diflerences, arising from changes in 
exchange rates of foreign currencies. 

Grouping of cash flows by sections corresponding to types of activities of the enterprise 
demonstrates the impact of each of these activities on cash. 

Operating Activities 

According to provisions of NAS 7, operating activities are defined as the main activity of 
the enterprise that are envisaged by its Charter and renewed on a permanent basis for the 
purpose of generating income (or activities which are primarily profit oriented), as well as 
other types of activities, which are not related to investing or financing activities. 

Sources of cash flows from the main activity are usually sale of products, goods, 
execution of works, rendering services. Sources of cash inflows and outflows from other 
types of operating activities are other economic transactions that ensure the execution of 
production-commercial functions of the enterprise, which are not related to investing or 
financing activities of the enterprise. 

Note that in compliance with NAS 7, receipt of credits and loans is considered financing 
activity, while granting of credits and loans is considered investing activity of the enterprise. 
However, bank overdrafts, paid upon the first request and which are a component of cash 
management tools, as well as all types of loans received by the Cooperative from its members 
or issued to them, and loan repayment are the object of the operating activities of Business 
Cooperatives. Such transactions are recorded by the Cooperative in Cash Flow Statement, in 
lines Other Cash ZnJows and Other Cash OutJows of Operating Activity (that is, lines 060 
and 070). 

Cash flows from operating activities are summarized in the first section of Operating 
Activities Statement (lines 010-080). 

Line Cash Inflows from Sales (code 010) shows actual cash inflows (including VAT and 
excises) from buyers and customers for sold products, goods, executed works, rendered 
services. 

These inflows include both direct payments of trade bills of the current period and 
prepayments (received from buyers and customers as payment for future deliveries of 
products, execution of works, rendering of services), inflows as payment of receivables on 
trade bills, payment of notes received earlier. 

We shall use the transactions of Alternativa ABC to illustrate the procedure of preparing 
Cash Flow Statement for the IV quarter of 2001. 

From the given list of transactions of Alternativa ABC.(Table 9.3) for the N quarter, the 
following inJows will be shown in line 010: 

from agent services relating to selling products on consignment (calculated on a net 
basis) - 4,500 lei (45,000 (Transaction 63) - 40,500 (Transaction 64)); 

from agent services rendered on acquisition of plant protection means for the 
Cooperative's members (calculated on a net basis) - 2,750 lei 
(1 8,250 (Transaction 68) - 15,500 (Transaction 69)); 
for mineral fertilizers sold to the Cooperative's members that have been acquired using 
the Cooperative's resources (Transaction 83) - 17,700 lei; 
cash received as a payment .fowshcrrtdennnn re-cci~ebles of the Cooperative (Transaction 
91) - 9,600 lei. 
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Total anzoiint of cash inflows from sale in lirze 010 will comprise 34,550 lei (4,500 + 2,750 
+ 1 7,700 + 9,600). 

Category Cash Outflo ws to Suppliers and Contractors (code 020) includes amounts that 
are actually paid (including VAT and excises) to suppliers and contractors for acquired raw 
materials, materials, goods, payments to third organizations for received services (including 
electricity and heat) and works provided, repayment of payables to suppliers, prepayments 
(made to suppliers and contractors for future delivery of products, execution of works, 
services), repayment of notes that were issued earlier. 

From the given list of transactions of Alternativa ABC the following will be shown in line 
020: 

payment of supplier's invoices orz low-value and short-life items (Transaction 20) - 
12,750 lei; 
prepaynzent made to suppliers for received fuel and oil (Transaction 23) - 21,500 lei; 
entire payment for receivedfuel and oil (Transaction 26) - 4,050 lei; 
prepayments given to suppliers for delivery of mineral fertilizers (transaction 77) - 
15,000 lei. 

Total payments on line 020 will equal to 53,300 lei (12,750 + 21,500 + 4,050 + 15,000). 

Line Cash Payments to Employees and Deductions to Social Insurance (code 030) 
unites all actual payments to employees (in the form of salary and other revenues) except for 
amounts received in the form of dividends, credits, with executive documents and as 
prepayments made to accountable persons. This line also shows payments to the pension 
fund and to social insurance made to social insurance bodies and trade unions. 

In oztr example, the following will be included in this line: 
payment of salaries to employees (Transaction 51)- 5,675 lei; 
anzount of deductions transferred to social insurance bodies (Transaction 53a) - 2,176 
lei; 

Total amount of payments in line 030 will be - 7,851 lei (5,675 + 2,176). 

Line Payment of Interest (code 040) shows the amount of cash actually paid during the 
current reporting period in the form of interest on bank credits and loans (including interest on 
the company's debt securities), irrespective of the purposes of the credits, their use, terms of 
maturity, and also irrespective of whether interests were recognized as expenses or 
capitalized. Showing paid interest in Operating Activities Section is explained by the fact 
that it is a payment for using resources received from other enterprises. 

In our exainple Alternativa ABC paid no interest irz quarter IV. 

Line Payment of the Income Tax (code 050) shows the amount of the income tax of the 
enterprise actually paid to the Budget, related to business activity, including prepayments. 

When preparing the report, one should bear in mind that payment of income tax withheld 
from the income of individuals is shown not in this line, but in the line Other Cash Outflows 
(code 070). 

Durirzg the IV quurter of2001, Alternativa ABC is exemptedfronz irlconze tax orz business 
activity in accordarzce with Article 63, paragraph 2 of Business Cooperative Law. 
Consequently, the Cooperative did not nzake any irzcome tax payments in the IV quarter. 
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Line Other Cash Inflows (code 060) is used to summarize the amounts of other cash 
inflows from operating activities of the enterprise, comprising the following: 

from sale of other current assets; 
current rent payments; 
received fines, penalties, compensations; 
recovery of material damage; 
return of accountable amounts; 
return of prepayments which were made earlier due to non-delivery of products, 

non-execution of works; 
return of amounts from the Budget; 
commission fees and other charges; 
inflows from sale of short-term highly liquid securities; 
bank overdrafts; 
cash inflows for issuance of licenses; 
compensations of insurance companies; 
inflows from employees of the enterprise as a lease payment, or under executive 

documents; 
loans obtained from the Cooperative's members and repayment of loans which 

were issued to the Cooperative's members earlier; 
other inflows not related to investing and financing activities. 

From the given list of transactions of Altemativa ABC, the following will be shown in line 
060: 

retum of remaining accountable amounts (Transaction 36) - 80 lei; 
receiving short-term loans from the Cooperative's members (Transactions 49 and 
57) - 11,000 lei; 

Total amount of other cash inflows from operating activities in line 060 will comprise 
11,080 lei. 

Line Other Cash Outflows (code 070) shows the amount of other payments of cash on 
those operating activities that ensure execution of all manufacturing and commercial functions 
of the enterprise but are not related to investing and financing activities. They include: 

expenses related to the sale of other current assets; 
payment of the operating lease of tangible and intangible assets; 
fines, penalties, and compensations paid; 
payment of all types of taxes (except for the income tax on entrepreneurial 
activities), charges and other payments; 
expenses for insurance of the property and employees using funds of the enterprise; 
expenses related to acquisition of short-term highly liquid securities, opening of 
deposit accounts; 
off-budget payments; 
allowing loans to the Cooperative's members and paying off loans obtained earlier 
from the Cooperative's members; 
return of prepayments received earlier and advance payments that was caused by 
non-delivery of products, non-execution of works (services); 
expenses on payment of commercial, general and administrative services; 
other cash outflows which are not related to investing and financing activities. 

According to the information of Altemativa ABC, the following has to be shown in line 070: 
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payment of the invoice on acquisition of yearly subscription to magazine 
"Contabilitate si Audit" (Transaction 16) -1 50 lei; 
payment of the insurance of the Cooperative's assets given to the insurance 
conzpany (Transaction 18) - 408 lei; 
giving funds for business trip expenses to be accounted for in the future 
(Transaction 31 a) - 1,800 lei; 
acquisition of ofice supplies (Transaction 32) - 180 lei; 
income tax on individuals (Transactions 53b) - 1,021 lei; 
commission fee to the bank (Transaction 53d) - 55 lei. 

Total of outflows in line 070 - 4,154 lei (150 + 408 + 1,800 + 180 + 1,021 + 540 + 55). 

Line Net Inflow (Outflow) of Cash from Operating Activities (code 080) determines net 
changes (increase or decrease) of cash from operating activities for the reporting period that is 
calculated by summing up lines 010 - 070. 

According to the data from our example, during the reporting period, Altemativa ABC 
had net cash outflow (decrease) from operating activities in the amount of 19,675 lei (34,550 
- 53,300 - 7,851 + 11,080 - 4,154). 

Investing Activities 

Cash flows related to investing activities of the enterprise are presented in a separate 
section, as they show cash outflows related to acquisition of resources, which will generate 
cash inflows in the future. 

Transactions of the Cooperative which include acquisition and sale of long-term 
intangible and tangible assets, shares, stakes in statutory capital of other entities, other 
securities (which are not short-term investments), as well as issuance of long-term loans to 
other enterprises and individuals with further receipt of funds from these transactions, are 
main components of the Cooperative's investing activity. 

Cash flows from investing activities are summarized in Section Investing Activity (in lines 
090- 140). 

Line Cash Inflows from Disposal of Long-Term Assets (code 090) shows the actual 
amount of cash received from sale of long-term intangible and tangible assets, long-term 
shares (except its own ones), stakes in statutory capital of other entities, as well as amounts of 
prepayments for long-term intangible, tangible and financial assets held for resale. 

In our example, there was no inflows recorded in line 090 in the IZZ quarter. 

Line Cash Payments for Acquisition of Long-Term Assets (code 100) summarizes the 
amount of actually paid or transferred cash for acquired long-term intangible and tangible 
assets (including capitalized amounts), as well as long-term shares (except its own shares), 
stakes in statutory capital of other enterprises. 

This line also~shows prepayments given to acquire long-term tangible, intangible and 
financial assets, as well as cash payments related to the creation of long-term assets by the 
enterprise itself. 

According to the list of transactions of Alternativa ABC, this line shows: 
cash outflow forpurchasing a tractor (transaction 1.7) - 48,000 lei; 

225 



Chapter 9. Cooperative's Financial Statements: Preuaration and Presentation Procedure 

operating expenses related to foundation of the Cooperative (transaction 19) - 2,672 
lei. 

. The total amount spent on long-term acquisitions in the reporting quarter is 50,672 lei 
(48,000 + 2,672). 

Line Interests Received (code 110) shows actual amount of cash received as interests on 
financial investments (loans, bonds, deposits). 

In our example, there is no cash inflow in the form of interest for the reporting period. 

Line Dividends Received (code 120) summarizes the amount received during the reporting 
period in the form of dividends and return on the participation in the capital of other 
enterprises. 

Received interests, dividends and share of profits are recorded in accounting as cash 
inflow from investing activities, as they are revenues on the capital invested into other 
enterprises. 

There are no received dividends in the list of transactions of Altemativa ABC for the 
reporting year. 

Line Other Cash Inflows (Outflows) (code 130) shows the difference between other cash 
inflows and outflows related to investing activities of the enterprise. 

Other cash inflows from investing activities may include: 
return of long-term loans which were earlier given to other parties; 
redemption of long-term debt securities (bonds, notes) by other parties; 
other inflows from investing activities; 

Other cash outflows from investing activities include: 
give long-term loans to other parties; 
expenses on acquisition of bonds, notes, other debt securities of third parties; 
other expenses related to investing activities. 

According to our example, Altemativa ABC did not have transactions dealing with other 
cash inflows (outflows) from investing activities in the reporting year. 

Line Net Cash Inflows (Outflows) from Investing Activities (code 140) deduces 
difference between all cash inflows and all cash outflows relating to investing activities 
shown in lines 090-130. 

In accordance with our example, during the reporting quarter Altemativa ABC had net 
cash outflow (decrease) from investing activities in the amount of 50,672 lei. 

Financing Activities 

Financing activities of the enterprise comprise activities related to changes in the size and 
composition of the owner's equity and borrowed capital. 

It is considered that a company is involved in financing activities if it receives resources 
from shareholders, returns them, receives and repays credits and loans, pays dividends. 
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Cash inflows and outflows related to financing transactions are shown in a special section 
of the report, as this information allows forecasting for future cash flows to which investors 
will be entitled. 

Cash flows from financing activities are summarized in Section Financing Activities 
(lines 150-210). 

Line Cash Inflows in the Form of Credits and Loans (code 150) shows received amounts 
of long-term and short-term credits and loans, including credits for employees of the 
enterprise, inflows from placement of company's bonds, notes and other debt securities, as 
well as target financing and receipts which, due to their nature, can be treated as borrowed 
funds. 

In our example, there is no cash inflows in the form of credits and loans received from the 
third parties, except for those received from the Cooperative's members, which have been 
treated in Chapter Operating Activities. 

Line Cash Payments on Credits and Loans (code 160) is used to show actually incurred 
cash expenses on repayment of credits and loans, including company's own debt securities 
(except for interests paid on them). Besides, this line also shows the return of unused target 
financing and receipts. 

According to our example, in the reporting period, there was no transactions related to 
redemption of credits and loans, except for loans obtained from the Cooperative's members 
that have been recorded in Operating Activities Section. 

Line Payment of Dividends (code 170) shows the amount of cash actually paid during the 
reporting period to shareholders, founders and participants in the form of dividends, or shares 
of profit obtained from their investments. 

In our example, the reporting period has not included any dividend or share payments. 

Line Cash Inflows from Issuance of Own Shares (code 180) shows cash actually 
received during the reporting period from issuance and placement of the Cooperative's own 
shares, as well as cash contributions of founders and participants in the statutory capital. 

In our example, line 180 shall show the founders' contributions made for shares in the 
statutory capital in the amount of 96,000 lei (Transaction l a  - 60,000 lei; Transaction 17 - 
36,000 lei). 

Line Cash Payments when Redeeming Own Shares (code 190) shows outflow of cash 
(expense) for redemption of the Cooperative's shares, stakes and shares in statutory capital. 

According to the data of Altemativa ABC , in the IV quarter, there was no cash outjlows 
to show in this line. 

Line Other Cash Inflows (Outflows) (code 200) represents the difference between other 
cash inflows and outflows from financing activities, which were not included in the previous 
categories of the Section. These categories include: 

Cash inflows: 
royalty; 
from long-term financing lease; 
in the form of subsidies, bonuses, awards and sponsor sums; 
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under agreements on non-competition; 
in the form of additionally paid capital; 
in the form of subsidies to state owned enterprises; 
other inflows; 

Cash outflow: 
on royalty; 
on long-term financing lease; 
other outflows. 

In our examples, there was no cash inflows (outflows) fromfinancing activity. 

Line Net Inflow (Outflow) from Financing Activities (code 210) determines the net 
result of cash flows from financing activities for the reporting period, which is the net sum of 
lines 150-200. 

Alternativa ABC during the reporting quarter has had net cash inflow (increase) from 
financing activities in the amount of 96,000 lei. 

Line Net Cash Inflow (Outjlow) Prior to Extraordinary Lines (code 220) shows in lines 
080, 140 and 210 the net inflow (outflow) of cash on all types of activities for the 
corresponding reporting period. 

In our example, net result of cash flows prior to extraordinary lines represents net inflow 
(increase) in the amount of 25,653 lei [(- 19,675) + (- 50,672) + 96,0001. 

Line Extraordinary Cash Inflow (Outflow) (code 230) is used to show the difference 
between cash inflows and outflows, which arise due to extraordinary events. 

This line shows cash inflows from government, legal entities and individuals in the form 
of compensation to cover losses caused by natural calamities, cash outflows caused by floods, 
fires, robberies, etc. 

The fact that such cash inflows and outflows are shown separately is explained by the 
need to disclose the reason why they appeared and their impact on the current and future cash 
flows. 

In our example, information on cash inflows and outflows arising from extraordinary 
events is not given. 

Line Net Cash Inflow (Outflow) (code 240) shows the result of net cash flows for the 
enterprise as a whole taking into account extraordinary items (line 220 + line 230). 

According to our exanzple, as there are no extraordinary cash inflows (outflows), the net 
result of cash flows in line 240 will be equal to the total of line 230, i.e. 25,653 lei (25,653 + 
0). 

Line Positive (Negative) Exchange Differences (code 250) is envisioned to show results 
between revenues (gains) and expenses (losses) arising from changes in exchange rates. These 
changes are not viewed as cash flows, however, the balances at the beginning and at the end 
of the reporting period are affected by changes in exchange rate, that is why they are shown as 
a separate line. 
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In our example, there is no exchange transaction, therefore there is no figure in this line. 

Line Cash Balances as of the Beginning of the Year (code 260) includes all balances of 
cash and cash equivalents as of the beginning of the year from Journals. In this case, a cash 
balance shown in line 260 of Cash Flow Statement should be in compliance with the amount 
in line 440 of Balance Sheet as of the same date. 

Altemativa ABC was registered with the State Registrar on October 1, 2001. At the 
beginning of the reporting quarter, there was no settlement or other bank accounts open, that 
is why line 260 Cash Balances as of the Beginning of the Year shows 0. Cash inflows for 
shares in the statutory capital are recorded on October 1, 2001 (Transaction l a )  and in line 
180, accordingly. 

Line Cash Balance at the End of the Reporting Period (code 270) is used to determine 
the balance of cash of the enterprise as of the end of the reporting period, which is calculated 
as the net sum of cash flows of the enterprise for the reporting period (code 240), exchange 
differences (code 250) and the cash balance as of the beginning of the year (code 260). 

In this case, the cash balance as of the end of the reporting period, determined with the 
help of Cash Flow Statement (line 270), should correspond the total result of line 440 of 
Balance Sheet as of the same date. 

According to our example, cash balance of Altemativa ABC at the end of the reporting 
period will be 25,653 lei. 

Transactions 30 and 50 (cash received into the cashier's office from the bank account), 
Transaction 31 b (cash given to an accountable person as a prepayment for purchasing post 
stamps) and Transaction 35 b (receiving defraying reports of expenses for cash documents 
purchased) are not shown in this statement, because they are internal cash flows in the same 
reporting period. 

If giving money to acquire cash documents to an accountable person takes place in one 
reporting period, while presentation of a defraying report of expenses and recording of cash 
documents take place in the next period, and there is a debt of the accountable person on these 
amounts as of the end of the reporting period to the enterprise, in this case, in order to avoid 
deviations in cash balances in the corresponding accounts and balances determined in the 
Cash Flow Statement, it is reasonable to show cash outflows in the statement for the period 
when the money was given, while inflows - for the period when the defraying report of 
expenses is presented and cash documents are recorded in the cashier's office of the 
enterprise. 

Cash Flow Statement prepared using Direct Method on the basis of information of 
Alternativa ABC is presented below. 
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Annex #1 
to NAS 7 

"Cash Flow Statement" 

CASH FLOW STATEMENT 
for the period from October 1 to December 3 1.2001 

Cash Flows by Types of Activities 

1 

Operating activities 

Cash inflows from sales 

Cash payments to suppliers and contractors 

Cash payments to employees and deductions to social insurance 

Payment of interest 

Payment of the income tax 

Other cash inflows 

Other cash outflows 

Net cash inflows (outflows) from operating activities 
(01 0-020-030-040-050+060-070) 

Investing activities 

Cash inflows from disposal of long-term assets 

Cash payments to acquire long-term assets 

Interests received 

Dividends received 

Other cash inflows (outflows) 

Net cash inflow (outflow) from investing activities 
(090- loo+ 1 10+ 120+130) 

Financing activities 

Cash inflows in the form of credits and loans 

Cash payments on credits and loans 

Payment of dividends 

Cash inflows from issuance of shares 

Code of 
Line 

2 

010 

020 

030 

040 

050 

060 

070 

080 

090 

100 

110 

120 

130 

140 

150 

160 

170 

180 

Reporting 
Period 

3 

34,550 

(53,300) 

(7,851) 

11,080 

(4,154) 

(19,675) 

(50,672) 

(50,672) 

96,000 
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1 

Cash payments for redemption of company's shares 

Other cash inflows (outflows) 

Net cash inflows (outflows) from financing activities 
(150- 160- 170+ 180- 190+200) 

Net cash inflow (outflow) prior to extraordinary lines (*080*140*210) 

Extraordinary cash inflows (outflows) 

Net cash inflow (outflow) (+22k230) 

Positive (negative) exchange differences 

Balance of cash as of the beginning of the year 

Balance of cash as of the end of the reporting period (rt_240+250+260) 

2 

190 

200 

210 

220 

230 

240 

250 

260 

270 

3 

96,000 

25,653 

25,653 

0 

25,653 
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9.7. Contents and Preparation Procedure of Statement on Movements in 
Owner's Equity 

According to the provisions of NAS 4 "Accounting in Small Businesses': Business 
Cooperatives that use the Simplified Accounting System do not present statement on 
Movements in Owner's Equity. In case the Business Cooperative uses the Complete 
Accounting System, it shall prepare and present this statement in compliance with the 
provisions of NAS 5 "Presentation of Financial Statements". 

Statement on Movements in Owner's Equity is a component of the Cooperative's Annual 
Financial Statement. Further, we will cover procedure for preparation of this statement using 
data of Alternativa ABC that uses the Complete Accounting System. Showing movements in 
owner's equity as a separate form is stipulated by importance of this information for different 
users and especially for owners and associates of the Cooperative. 

This statement characterizes formation sources of the part of Cooperative's assets, which 
represents its property. This serves a guarantee for creditors in terms of repayment of debts in 
case of liquidation of the enterprise. This is the portion of assets which the Cooperative's 
members have the right to receive after the claims of creditors are satisfied. Thus, though the 
owners are exposed to maximal risk inherent to the activities of the enterprise, they have the 
right to all remaining property. 

According to NAS 5, Presentation of Financial Statements, Statement on Movements in 
Owner's Equity consists of 4 sections, which contain data on changes in the components of 
owner's equity by groups envisioned in Section 111 of Balance Sheet: 

a) statutory and additional capital; 
b) reserves; 
c) retained earnings (deficit); 
d) non-owner's equity. 

Statement on Movements in Owner's Equity is prepared in such a way that changes in 
each component of the capital are recorded using the principle of the "Balance Formula": 

Balance as of the Balance as of 
previous reporting Received Spent - - the current + year end (accrued) - (transferred) reporting year 

end 

Therefore, unlike Balance Sheet, Statement on Movements in Owner's Equity contains 
not only data as of a certain date, but also information on movements (increase and decrease) 
in components of owner's equity during a certain period of time (reporting period). 

The technique used to prepare Statement on Movements in Owner's Equity is to fill in 
each of its lines on the basis of balances of accounts and account activities of accounts of 
class 3 from the Chart of Accounts. Column 4, As of the End of the Previous Reporting 
Year in figures (without parenthesis) shows initial credit balances in the named accounts are 
shown while initial debit balances are shown in negative figures (in parenthesis). 

When filling in columns 5 and 6 of Statement on Movements in Owner's Equity, it is 
important to remember that almost all accounts of class 3 are liability accounts. Exceptions 
are Account 313, Unpaid Capital, Account 314, Withdrawn Capital (that are not used in 
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Business Cooperatives) and Account 334, Prepaid ~ividends'. Column 5 "Received 
(Accrued)" shows the total of monthly credit footing of liability accounts of class 3 
"Owner's Equity" as ordinary figures, i.e. without parenthesis, while the total monthly debit 
footing of asset accounts in parenthesis (negative). Column 6 "Spend (transferred)" shows 
monthly debit footing of liability accounts as ordinary figures, and credit footing of asset 
accounts - as negative figures. 

Column 7, At the Current Reporting Period End, is filled in using final balances from 
owner's equity accounts: credit footing is shown in ordinary figures (without parenthesis) and 
debit footing is shown in negative figures (in parenthesis). 

The first Section of Statement on Movements in Owner's Equity represents summarized 
information on movements in the statutory, additional, unpaid and withdrawn capital. 

Line Statutory Capital (code of line 010) shows the size of contributions made by the 
members and associate members of the Cooperative into its property, accounted for in 
Account 311, Statutory Capital. In other words, this line shows the value of common and 
preferred shares. Columns 5 and 6 show amounts of increase and decrease in the statutory 
capital that incurred according to the procedure envisioned by the legislation. 

Based on the transactions listed in Table 9.4, which were executed by Altemativa ABC, 
during 2001 the size of the statutory capital was 150,000 lei that is recorded in columns 5 and 
7 of Statement on Movements in Owner's Equity. 

Line 020, Additional Capital, shows movements in additional capital of the Cooperative 
in the form of the difference between the estimated indivisible non-monetary contribution and 
the share due to the member. This line of Statement on Movements in Owner's Equity also 
shows the value of ownerless share, which has been recorded by a unanimous decision of the 
General Meeting of the Cooperative or by court decision. 

Line 030, Unpaid Capital, shows the information on availability and changes in debts of 
the Cooperative's members and associate members on contributions to the statutory capital. 
Such debts are shown in Statement on Movements in Owner's Equity on the basis of data in 
Account 313, Unpaid Capital, only in negative figures and is deducted when filling in total 
lines of this statement. 

In our example, upon the registration of the Cooperative, its shareholders made their 
contribution into its statutory capital in the ainount of 90,000 lei, which is recorded in lines 5 
and 6 of Stateineizt on Movements in Owner's Equity. 

One of peculiarities of filing in Statement on Movements in Owner's Equity of the 
Business Cooperative is that, according to the legislation, these entities do not have 
withdrawn capital, therefore this very item is not shown in the statement. 

Line 050, Total for 1, shows the total amount for the first Section, which is calculated in 
the following way: the amount of additional capital shown in line 020 is added to the size of 
the statutory capital (line OlO), and the amount of unpaid capital (030) is deducted from this 
sum. 

I In the future, the name of Account 334, Prepaid Di~~irlerzds, is planned to be changed into Reporting Period 
Used Plofits 
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The second Section of the statement gives data on availability and movements in reserve 
capital of the enterprise, which includes Legal Reserves (code of line 060), Statutory 
Reserves (code of line 070) and Other Reserves (code of line 080). On the basis of data from 
accounts of class 3 of Chart of Accounts, column 4 shows reserves, which the Cooperative 
had at the beginning of the reporting period. Payments to reserve funds made by the 
Cooperative during the reporting period in the established manner are shown in column 5. 
When using funds from reserve capital to cover losses or for other purposes, the 
corresponding amounts are shown in column 6. The size of reserve capital as of the end of 
the current reporting period is determined using the principle of "Balance Formula" shown 
earlier. 

Line 090, Total for 2, shows the total size of reserve capital available at the Cooperative 
that is determined by adding lines 060,070 and 080. 

Section three of Statement on Movements in Owner's Equity represents the information 
on availability and movements in retained earnings (uncovered losses) of the Cooperative. 

Line 100, Adjustments on Results of Prior Periods shows the information on results of 
adjustments made during the reporting year on transactions related to prior periods. Column 5 
shows differences in the form of profit of prior years accounted for in the credit of Account 
331, Adjustments on Results of Prior Periods, and column 6 shows differences in the form of 
losses of prior years accounted for in the debit of this account. 

This line may have a credit balance when profit of prior years is revealed and it is shown 
in the statement with "plus" sign, or it can have a debit balance when losses of prior years are 
revealed, then it is shown in negative figures. One should bear in mind that Statement on 
Movements in Owner's Equity shows only those financial results on transactions of prior 
years, on which there is a documented proof that they belong to those years. 

Line 110, Retained Earnings (Deficit) of Prior Years, shows information on availability 
and movements in retained earnings (deficit) of prior years. On the basis of data of Account 
332, Retained Earnings (Deficit) of Prior Years, column 5 shows covering of losses of prior 
years, and column 6 shows the use of retained earnings. Balances in this line of Statement on 
Movements in Owner's Equity can be shown in ordinary figures provided there are retained 
earnings, or in negative figures if there is a deficit. 

Line 120, Net Profit (Loss) of the Reporting Period, shows information on availability 
and movements in retained earnings (loss) of the reporting year, which the enterprise has after 
taxation. This figure is shown in the statement after accounting entries on recording annual 
financial results have been made. This line of Statement on Movements in Owner's Equity is 
actually filled in based on balances and activities of Account 333 "Net Profit (Loss) of the 
Reporting period". 

In the exanzple of Alterrzativa ABC, the izet profit for the reporting period is 6,044 lei. 
This amount is recorded irz Statement on Movements in Owner's Equity in ordinary figures 
(without parantheses). 

Line 130, Prepaid Dividends, shows the amount on the used profit based on the decision 
made by the Cooperative's owners during the year and accounted for in Account 334, Prepaid 
Dividends. Column 5 shows the amount of profit used, and column 6 shows offsetting of this 
amount during final settlement at the end of the year. Balances in this line are shown in 
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Statement on Movements in Owner's Equity only in negative figures and are deducted when 
filling in total lines of the statement. 

Line 140, Total for 3, shows total retained earnings (uncovered losses), which is 
determined by adding lines: 2 100 2 110 2120 - 130. 

The fourth Section of Statement on Movements in Owner's Equity shows data on 
availability and movements in non-owner's equity of the Cooperative. 

Line 150, Difference on Revaluation of Long-Term Assets, shows the information on 
differences arising from revaluation of long-term assets. This line is a regulating one: 
revaluation differences are carried in Account 341, Differences on Revaluation of Long- 
Term Assets, until the assets are disposed of, when the amount of the previous appreciation is 
attributed to investing income and revaluation deficit is charged to investing expenses. 

When filling in Statement on Movements in Owner's Equity, column 5 shows amounts of 
appreciation of long-term assets and charging to expenses of amounts of mark down relating 
to disposed assets. Column 6 of the statement shows the amounts of mark down of long-term 
assets and the amounts of appreciation of disposed assets added to revenues. The balances of 
this item of the statement can be recorded in ordinary figures (in case amounts of appreciation 
exceed the amounts of mark down as of the reporting date) or in negative figures (in case 
amounts of mark down exceed the amounts of appreciation). 

Line Subsidies (code of line 160) is not filed in by Business Cooperatives for Statement 
on Movements in Owner's Equity, as these entities are not owned by the state. 

Line Total for Item 4 (code of line 170) shows the total size of non-owner's equity of the 
Cooperative, which is the same amount as the one shown in line 150. 

Line Total (code of line 180) of Statement on Movements in Owner's Equity is 
calculated by adding totals of four Sections of the statement: line 050 + line 090 2 line 140 2 
line 170. 

Statement on Movements in Owner's Equity prepared on the basis of this example is 
presented below. 
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Annex #3 

STATEMENT ON MOVEMENTS IN OWNER'S EQUITY 
As of December 3 1,2001 

# Indicators 

Statutory and additional 

At the end of 
the prior 
reporting 

year 

Line Code 

4 

i 

1 

Received 
(accrued) 

(lines * 100* 1102 120-130) 
Non-owner's equity 
Differences on revaluation of 
long-term assets (341) -- 
Subsidies (342) 
Total for Section 4 (lines + 
150+160) 
GRAND TOTAL (lines 
050+0902 140+ 170) 

Spent 
(transferred 

) 

140 6,044 6,044 

150 

At the end of 
the current 
reporting 

period 

160 

170 

180 66,044 (90,000) 156,044 



Chapter 9. Cooperative's Financial Statements: Preparation and Presentation Procedure 

9.8. Explanatory Note to Financial Statements for the year 2001 
of Alternativa ABC 

1. General Provisions 

Alternativa ABC renders services on transportation of goods and performs agricultural 
and technical works to private agricultural enterprises. Besides, at the request or under the 
instruction of the Cooperative's members, it may act as an agent in acquisition of mineral 
fertilizers, seeds, and receives self-manufactured agricultural products from its members for 
sale (based on consignment contracts). 

The Cooperative was founded on September 15, 2001 by five founders (farms "Ivancea", 
"Pereseceno", "Nicolaevca", LLC "Vinogradari" and "Optima") with equal contributions 
(20 % each) into the statutory capital (owner's capital). The Cooperative was registered with 
the State Registration Chamber on October 1, 2001. 

The Cooperative's office and Production Department are located in village Pereseceno, 
Orhei District. In 2001, the average monthly number of employees of Alternativa ABC, 
including management and administrative personnel is 10. 

The main clients of Alternativa ABC are its founders (members), as well as other private 
agricultural enterprises and individuals from Orhei District. 

During 2001, Alternativa ABC rendered services only to its members. The total net sales 
during the reporting period (taking into account agent services and the cost of mineral 
fertilizers purchased for the Cooperative's members and delivered to them) attained 61,800 
lei, from which 35,l % were attributed to agricultural and technical works, 25,4 % - to 
transportation services. The rest of net sales were attributed to agent services rendered to the 
Cooperative's members. 

The information on the volume of sales made to each member of the Cooperative is 
presented in Table 9.13. 

Table 9.13 

2. Accounting Policy 

Cooperative's members 

Farm "Ivancea" 
Farm "Pereseceno" 
LLC "Vinogradari" 
LLC "Optima" 
Farm "Nicolaevca" 
Total 

Accounting policy of Alternativa ABC for 2001 was developed in compliance with NAS 1 
Accounting Policy, NAS 16 Accounting for Long-term Tangible Assets, other National 
Accounting Standards and the Commentaries on their application. 

The main provisions of the accounting policy of Alternativa ABC for the year 2001 have 
been presented on pages 171-172 from this Chapter and are as follows: 

1. Tangible and intangible assets created and purchased are valued at their initial value 
(purchase value), and those received in the form of non-monetary contributions made 
to owners' equity, as shares, are valued at the negotiated market value that is 
determined by the contract concluded between the Cooperative and its founders. 

2. When accruing amortization of intangible assets, the straight-line method is used 
during the useful life of each asset. 

Volume of services reridered 
amount, lei 

11,015 
11,732 
12,383 
13,533 
13,107 
6 1,770 

weight, % 
17.9 
19.0 
20.0 
21.9 
21.2 
100 
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3. Depreciation of buildings, special constructions, and transportation means is accrued 
taking into account their useful lives using the straight-line method. In this case, the 
residual value is determined, when the assets are placed into service. Depreciation of 
agricultural equipment is calculated proportionally to its time in service, which is 
expressed in machine-hours. The estimated machine-hours over the total useful life is 
determined based on technical characteristics of an asset, when it is put into operation. 

4. Expenses incurred during current repair of fixed assets are charged to the related 
period costs or are capitalized in compliance with NAS 16. The Cooperative does not 
create any provision for repairs. 

5. For the current measurement, inventories are valued at the weighted average cost, and 
in financial statements, they are recorded at the lower of cost and net realizable value. 

6. Receivables are recorded at their nominal value. The Cooperative does not create any 
allowance for doubtful debts. 

7. Liabilities are estimated at values that are to be paid. 
8. Interests on loans are accrued to the Cooperative's members once in six months and 

are recorded as period expense. 
9. Offsetting liabilities of the Cooperative against liabilities of its members is carried out 

in cash, goods, compensation of mutual claims, settlement of amounts received from 
the Cooperative's members or loans made to them. 

10. In 2001, the Cooperative did not set any discount (premium) for the Cooperative's 
members. 

11. Income and expenses are recognized and recorded using the accrual principle by types 
of activity. 

12. Net profit is used to create provisions determined by the legislation and the 
Cooperative's statute. 

13. Income based on the results of 2001, is not expected to be used to pay dividends. 
14. As a newly enterprise created in the year 2001, Alternativa ABC is not registered as a 

VAT payer. 

3. Compliance of Financial Statements to the National Accounting Standards 

All financial statements of Alternativa ABC are prepared in compliance with NAS and the 
Commentaries on their application based on the going concern principle. 

4. Financial Position Description 

At the end of 2001, Alternativa ABC owns assets for the total value (carrying amount) of 
211,200 lei, from which 148,200 lei are long-term assets, and 62,900 lei are current assets. 
Thus, the share of real estate at the end of the reporting period is 70,2 % (148,2 : 211,2 x 
100). This is explained by the fact that at the initial stage of the Cooperative's activities, it 
was necessary to purchase technical means in order to unfold business activities. 

Long-term assets are presented by intangible assets and fixed assets. Intangible assets 
include organizational costs in amount of 2,672 lei and the right to use a certain part of the 
administrative building in the amount of 24,000 lei contributed to the statutory capital of LLC 
"Vinogradari" for 3 years and 4 months. 

As for fixed assets, they include two trucks (ZIL and 
GAZ-53) received from the founders as non-monetary shares into the statutory capital with 
the title of property, as well as agricultural equipment (a tractor and other equipment) and 
suspended platform purchased by the Cooperative during the reporting period. 

Alternativa ABC intends to purchase, in the future, a combine for harvesting grain and a 
piece of equipment for harvesting sugar beet. For this purpose, it is planned to receive long- 
term loans (credits). 
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Current assets of the Cooperative include supplies of oil and fuels, low-value and short- 
life items in the amount of 26,090 lei, receivables from the Cooperative's members in the 
amount of 10,630 lei and from its personnel in the amount of 180 lei, cash in the amount of 
25,653 lei and the current portion of deferred expenses in the amount of 381 lei. 

At the end of the reporting period, the short-term liabilities of Alternativa ABC are 
27,521 lei (including liabilities to the Cooperative's members in the mount of 16,910 lei). 
Consequently, at the reporting date, the net circulating capital of the Cooperative is 35,400 lei 
{(Current assets (62,934) - Short-term liabilities (27,521)), and the current ratio is 2.29 
(62,934 : 27,521). Thus, the current assets are 2.29 lei for each lei of the Cooperative's short- 
term liabilities. 

At the end of the year, the liquidity of Alternativa ABC is 36,844 lei [Current assets 
(62,934) - Inventories (26,090)], and the quick ratio is 1.34 (36,844 : 27,521). And namely, at 
the end of the year, for each lei of short-term liabilities, the liquid assets are 1.34 lei, and the 
net liquidity is 9,323 lei [Liquid assets (36,844) - Short-term liabilities (27,521)l. 

At the end of the reporting year, the weight of values owned by the Cooperative is 73.9 % 
[Owners' equity (156,044) : Total liabilities (211,105)l. The share of assets that were created 
using the resources of founders (shareholders) as of January 1, 2002, was 72.4 % 
[Owners' equity (156,044) : Initial value of the assets (215,597)l. Loans to Owners' Equity is 
0.35 [Loans received (55,061) : Owners' equity (156,044)l. At the end of the year, loans 
obtained from the Cooperative's members are 7,500 lei, and long-term bank credits are 
27,000 lei. 

During the reporting period, Alternativa ABC has obtained gross profit in the amount of 
6,044 lei, thus, sales profitability is 9.8 % [Gross Profit (6,044) : Net Sales (6 1,770)], and the 
profitability of owners' equity is 3.9 % [Gross Profit (6,044) : Owners' equity (156,044)l. 

As a main source of the Cash Inflow, over the reporting period, are contributions of the 
founders made to the statutory capital, as well as credits from banks and loans obtained from 
the founders. 

The availability of receivables is conditioned by the fact that the Cooperative guarantees 
its members preferred settlement terms, including offsetting of mutual claims. 

Payment of big amounts of cash within the investment activity is related to acquisition of 
fixed assets during the reporting period for the purpose of rendering services to the 
Cooperative's members and other clients. 
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General Provisions 

1. Methodical Instructions on Accounting at Business Cooperatives (hereinafter 
"Methodical Instructions") are drafted on the basis of Business Cooperative Law No. 
73-XV of April 12, 2001 (hereinafter "Law No. 73-XV"), Accounting Law No. 426- 
XIII of April 4, 1995 (hereinafter "Law No. 426-XIII"), National Accounting 
Standards (hereinafter "NAS") and other normative acts. 

2. The purpose of these Methodical Instructions is to set forth specific features of 
accounting and preparation of accounting records and financial statements at Business 
Cooperatives (hereinafter "Cooperatives"). 

3. These Methodical Instructions shall apply to all the Cooperatives registered in the 
Republic of Moldova pursuant to Law No. 73-XV and their branch offices, representative 
offices, and other divisions both in and outside of the Republic. 

4. The following terms are used in these Methodical Instructions: 

Internal operational transactions mean supply (purchase) of material valuables 
(services) between the Cooperative and its members. 

External operational transactions mean supply (purchase) of material valuables 
(services) between the Cooperative and third parties (not members). 

5. Cooperatives shall maintain accounting pursuant to methodological principles and rules 
set by Law No. 426-XIII, Conceptual Fundamentals of Preparation and Presentation 
of Financial Statements, National Accounting Standards, Chart of Accounts for 
Ordinary Activity of Enterprises, these Methodical Instructions, and the 
Cooperative's accounting policy. 

6 .  Cooperatives can maintain accounting using the Complete or Simplified Accounting 
System pursuant to the provisions of Law No. 426-XIII. 

7. The Cooperative's organizational expenses include those related to establishment of the 
Cooperative (preparation of documents for registration; state duties; consultants' fees; 
fees for opening the Cooperative's account; notary fee; payment for advertising 
initiatives, and other expenses incurred prior to the Cooperative's state registration). 
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Organizational expenses shall be recorded in accounting as intangible assets pursuant to 
the provisions of NAS 13 Accounting for Intangible Assets. 

8. Organizational expenses shall be amortized and included in general and administrative 
expenses within the time frame set by the Cooperative's accounting policy. 

Accounting for Statutory Capital 

9. Initial statutory capital of the Cooperative is fully comprised of initial ordinary shares, 
and its amount shall equal the value of shares, including founders' contributed and 
outstanding stakes recorded in the Cooperative Members Registry. 

10. Cash contributed as payment for shares before the Cooperative's state registration date 
shall be accumulated in its temporary bank account. 

11. Cash contributed as payment for shares shall be accounted for after the Cooperative's 
state registration pursuant to the cash order and cash contributions made by transfer based 
on the payment order. 

12. The evaluation procedure for non-cash contributions to ordinary shares shall be 
determined by the Cooperative's Statute, and the value of non-cash contributions to the 
founders' initial shares shall be approved by the Cooperative's foundation meeting. 

13. Non-cash contributions transferred to the Cooperative as of right of ownership or right of 
use shall be evaluated according to their contractual (useful) value, and, in the latter 
event, also depending on the duration of the asset use contract and amount of rent. 
Transfer of a non-cash contribution shall be confirmed by the inspection report for 
respective asset. 

14. If estimated value of non-cash contributions exceeds the amount of a Cooperative 
member's share, the difference shall be recognized in accounting pursuant to the decision 
of the Cooperative's authorized body (foundation meeting, general meeting of the 
Cooperative members, or Cooperative Board) made jointly with the share holder. In 
particular, the aforementioned difference can be recorded as the Cooperative's liability to 
its member subject to clearance by the Cooperative by cash or contribution as additional 
share, loan to the Cooperative, contribution to additional capital, or property transferred 
free of charge. 

15. Analytical accounting for statutory capital shall be maintained by type of share in the 
Cooperative member's personal account (hereinafter "personal account"). 

16. Summary accounting for the Cooperative's statutory capital shall be maintained in 
Statutory Capital Account, in which the following sub-accounts can be opened (11-degree 
accounts): 
a) Initial Registered Capital - to account for availability and flow of the founders' 

initial ordinary shares in the amount registered in the Cooperative's foundation 
documents; 
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b) Other Agreed-upon Capital - to account for availability and flow of ordinary and 
preferred shares after the Cooperative's registration. 

17. To develop Other Agreed-upon Capital sub-account, the Cooperative can open III-degree 
accounts for separate accounting for initial, additional, bonus, and preferred shares. 

18. Initial statutory capital shall be recorded in accounting after the Cooperative's state 
registration in the amount of the founders' initial shares envisioned by foundation 
documents. The founders' cash contributions made as their initial shares shall be reflected 
as cash proceeds pursuant to bank statement of the Cooperative's temporary bank 
account, and non-cash contributions and outstanding cash contributions as of the 
Cooperative state registration date as unpaid capital. 

19. Clearance of the founders' arrears on initial shares shall be shown in accounting as 
receipt of cash, other assets, and decrease in unpaid capital. 

20. Interest on contributions to statutory capital not paid within a set deadline shall be shown 
as increase in short-term receivables for accrued income and investing income. 

21. When formation of, and change in, the Cooperative's statutory capital is shown, 
Withdrawn Capital Account shall not be used pursuant to provisions of Article 37(3) of 
Law No. 73-XV. 

Changes in the Cooperative's statutory capital shall be shown in accounting without 
amending its statute. Such changes shall be shown in Other Agreed-upon Capital sub- 
account of Statutory Capital Account on the date set by the appropriate decision of the 
Cooperative's authorized body. Extract from the minutes of the Cooperative Board meeting 
or session shall serve as a confirming document in such event. The balance of Other 
Agreed-upon Capital sub-account can be credit balance and shown as a positive amount in 
Balance Sheet liabilities or debit balance and shown as a negative amount in Balance Sheet 
liabilities. Negative balance of the above-mentioned sub-account cannot exceed initial 
registered capital. 

23. Transactions in ordinary or preferred shares resulting in change of the shareholder 
without change in the total amount of respective shares shall not be shown in summary 
accounts. Such changes shall be shown in the Cooperative members' personal accounts. 
In particular, such transactions shall include the following: 
a) Transfer, sale of ordinary or preferred share (its portion) to another member or 

associated member of the Cooperative or third party; 
b) Share succession; 
c) Share gift; 
d) Levying execution upon the share' (including pledged share) for the Cooperative 

member's or associated member's liability to a third party (creditor). 

24. Transactions in ordinary or preferred shares resulting in change in the total amount of 
respective shares shall be shown in summary accounts (sub-accounts) and respective 
personal accounts of the Cooperative members. In particular, such transactions shall 
include the following: 
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New member's or associated member's contributions to the statutory capital; 
Ordinary share (its portion) conversion into preferred share and vice versa; 
Ordinary or preferred share (its portion) conversion in the loan to the Cooperative 
and vice versa; 
Ordinary and/or preferred share reduction with a view to recovering damages caused 
to the Cooperative through the Cooperative member's fault; 
Share value reimbursement in the event of a member's withdrawal or exclusion from 
the Cooperative or in other similar events; 
Transfer of ownerless share value to the Cooperative's additional capital; 
Ordinary share reduction when book losses are covered by statutory capital 
reduction; 
Share increase at the expense of the Risk Fund; 
Bonus share accrual. 

25. Ordinary share (its portion) conversion into preferred one shall be shown in Other 
Agreed-upon Capital sub-account of Statutory Capital Account as decrease in ordinary 
share and increase in preferred share. Preferred share (its portion) conversion into 
additional share is the opposite case. Accounting entries .shall be made on the date of the 
Cooperative board's decision (consent) on share conversion. Appropriate amendments 
shall be introduced to the Cooperative members' personal accounts, to which an extract 
from the minutes of the Cooperative Board session shall be attached. 

26. Ordinary or preferred share (its portion) conversion into a loan to the Cooperative shall 
be shown in accounting as decrease in other agreed-upon capital and increase in long- or 
short-term loans from related parties. Accounting entries reflecting such transactions shall 
be made under a loan agreement concluded in the manner approved by the Cooperative's 
authorized body. 

27. Conversion of a loan provided to the Cooperative by the Cooperative member or 
associated member into an additional or preferred share of such member shall be shown 
in accounting as decrease in long- or short-term loans from related parties and increase in 
other agreed-upon capital. The recognition date for such transaction and confirming 
document shall be determined in compliance with the requirements set in paragraph (25) 
of these Methodical Instructions. 

28. Recovery of damages caused to the Cooperative through its member's fault by decreasing 
the amount of such member's ordinary and/or preferred share shall be shown in 
accounting as decrease in other agreed-upon capital and short-term receivables of related 
parties. Respective accounting entries shall be confirmed by an extract from the minutes 
of the Cooperative's authorized body's session or court ruling. 

29. Compensation for the share value in case of the member's voluntary withdrawal or 
exclusion and in other similar events shall be accounted for as follows: 

a) Decrease in other agreed-upon capital concurrently with increase in liability to the 
Cooperative member shall be recorded in accounts on the effective date of the 
Cooperative's authorized body's decision on compensation for the share value; 

b) Clearance of the share compensation liability and cash withdrawal shall be accounted 
for on the date of actual transfer of cash to the former Cooperative member. If 
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compensation is made by non-cash property, withdrawal of such property shall be 
accounted for as a regular sale transaction. Respective accounting entries shall be 
confirmed by a cash order, payment order, inspection report for long-term assets and 
waybill or tax invoice for goods and materials. 

30. Inclusion of ownerless share in the Cooperative's additional capital shall be accounted for 
as decrease in other agreed-upon capital and increase in additional capital. Such entries 
shall be made on the date of the Cooperative's authorized body's decision or court ruling 
on the ownerless share inclusion in the additional capital. The value of the ownerless 
share shall remain in the additional capital until the Cooperative liquidation or until the 
owner (heirs) appears (appear). In the event of the Cooperative's liquidation or if no 
owner (heir) was identified, the value of the ownerless share shall be written off to the 
Cooperative's income. 

31. In the event of the Cooperative members' subsidiary liability for satisfaction of its 
creditors' claims within the limits of outstanding portion of ordinary shares held by other 
members, receipt of the Cooperative members' contributions with concurrent emergence 
of the Cooperative's liability to such members shall be reflected in accounting. 
Thereafter, satisfaction of creditors' claims at the expense of receipts shall be accounted 
for in a regular manner. Clearance of the outstanding portion of ordinary shares on a 
voluntary basis or as ruled by court shall be accounted for pursuant to paragraph 19 of 
these Methodical Instructions. Subsequently, clearance of the Cooperative's liabilities to 
members, which assumed subsidiary liability, and concurrent withdrawal of the 
Cooperative's assets shall be reflected in accounts. 

32. Depreciation (loss) of real value of shares (due to inflation or force-majeure) shall be 
compensated for based on the general meeting's decision to use the Risk Fund and 
accounted for as decrease in the Risk Fund and increase in other agreed-upon capital. 

Accounting for Operational Transactions 

33. The Cooperative and its members shall maintain separate accounting for internal and 
external operational transactions. 

34. Analytical accounting for the Cooperative's internal transactions shall be kept for each 
member in the Cooperative member's personal account. Each Cooperative member shall 
keep similar accounting. 

35.  Short-term Receivables from Related Parties Account and Short-term Liabilities to 
Related Parties Account are meant for summary accounting for the Cooperative's 
internal transactions. 

36. Selling value (without VAT and excises) of sold valuables (rendered services) shall be 
shown as increase in receivables from related parties or cash and proceeds from sale, 
while book value of sold valuables (actual cost price of rendered services) - as increase in 
the cost of sales and decrease in the book value of material valuables or actual cost of 
rendered services. 
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37. Material valuables transferred to the Cooperative for sale by its members or third parties 
(under a power of attorney, mandate agreement, or commission agreement) shall be 
shown as follows: 
a) In the Cooperative's (agent's, mandator's, commissioner's) accounting - in the 

respective off-balance account; 
b) In the accounting of the Cooperative members or third parties (representative, 

mandator, principal) - in a separate sub-account of respective balance account. 
Income and expenses of the Cooperative, its members, and third parties shall be 

recognized and shown in accounting as material valuables transferred to the Cooperative for 
sale are sold. 

38. For separate accounting for income and expenses related to the sale of goods (rendering 
services) to the Cooperative members, the following LU-degree accounts can be opened 
within Sales Revenues Account and Cost of Sales Account. 
a) Proceeds from Sale of Goods to the Cooperative Members; 
b) Proceeds from Rendering Services to the Cooperative Members; 
c) Cost of Goods Sold to the Cooperative Members; 
d) Cost of Services Rendered to the Cooperative Members. 

39. Receivables and liabilities for operational transactions (including interest and penalties) 
with expired maturity shall be attributed to commercial expenses (or written off at the 
expense of previously created allowance for doubtful debts accordingly) and other 
operating income 

40. Cooperative discounts (premiums) due to each Cooperative member shall be assessed as 
decided by the Cooperative's authorized body in proportion to the actual volume of 
respective member's participation in the economic relations with the Cooperative over 
the period determined by the Cooperative's Statute. Discount (premium) calculation 
approved by the Cooperative's authorized body shall serve as a confirming document in 
such event. 

41. Cooperative discounts (premiums) calculated and distributed prior to the Annual 
Financial Statement approval shall be shown in accounting by adjustment entries for 
December of reporting year as follows: 
a) In the Cooperative's accounting - discounts shall be reflected as adjustment of 

receivables from related parties and sales revenues, while premiums - as increase in 
operating expenses and liabilities to related parties; 

b) In the Cooperative members' accounting - discounts shall be reflected as adjustment 
of operating expenses and liabilities to third parties, while premiums - as increase in 
receivables from related parties and operating income. 

42. Cooperative discounts (premiums) calculated and distributed after the Annual Financial 
Statement approval shall be shown in the debit (credit) of Adjustment on Results of Prior 
Periods Account. 

43. The Cooperative's discount (premium) liabilities to its members can be cleared as 
follows: 
a) By cash 
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b) By non-cash property 
c) By offset of reciprocal claims; 
d) By conversion of Cooperative discounts (premiums) accrued to the Cooperative 

members into a portion of their shares or loan to the Cooperative. 

44. Payment of Cooperative discounts (premiums) by cash shall be shown as follows: 
a) In the Cooperative's accounting - as decrease in liabilities to related parties and cash; 
b) In the Cooperative members' accounting - as increase in cash and decrease in 

receivables from related parties. 

45. Payment of Cooperative discounts (premiums) by non-cash property can be effected by 
consent of the Cooperative Board and each shareholder and shall be accounted for as a 
regular purchase and sale transaction. 

46. If a member of the Cooperative has liabilities to the Cooperative, by decision of the 
Cooperative's authorized body, accrued cooperative discounts (premiums), which are 
confirmed by the mutual settlement act, can be used to clear such liabilities by offsetting 
reciprocal claims. 

47. Cooperative discounts (premiums) accrued to the Cooperative members shall be 
converted into a portion of their shares or loan to the Cooperative based on the 
application and written contact. In such event, Cooperative discounts (premiums) shall be 
shown as follows: 
a) In the Cooperative's accounting - as decrease in liabilities to related parties and 

increase in other agreed-upon capital or loans from related parties; 
b) In the Cooperative members' accounting - as increase in investments to related 

parties and decrease in receivables from related parties. 

48. Penalties for failure to meet cooperative discount (premium) payment deadline shall be 
charged in compliance with the Cooperative's Statute but not less frequently than once in 
a reporting period and shown as follows: 
a) In the Cooperative's accounting - as increase in other operating income and liabilities 

to related parties; 
b) In the Cooperative members' accounting - as increase in receivables from related 

parties and other operating income. 

49. The Cooperative and its members are obliged to keep personal account of the 
Cooperative member and thus ensure the following: control over the Cooperative 
members' shares and provided (received) loans; keeping track of the share of internal 
transaction purchases and sales; assessment of the condition of payments to the 
Cooperative members; taking timely action to clear past due receivables and liabilities; 
analysis of accrued, distributed, and paid dividends and cooperative discounts 
(premiums). 

50. Personal account shall be filled out on the basis of source documents and shall contain, as 
a minimum, the following: personal account code; name of the Cooperative member 
enterprise or full name of the Cooperative member natural person; membership type 
(member or associated member); name and particulars of the document identifying or 
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confirming the state registration of the Cooperative member; Cooperative member's 
address, including zip code, telephone, fax and modem (if any); fiscal code and VAT 
code; bank account numbers, bank codes and names, correspondent account; size and 
specific weight of shares in the statutory capital by type; information about payment of 
shares (outstanding shares) by type; information about deductions to the Cooperative's 
reserves (funds); summary data about purchases (sales) between the Cooperative and 
respective member; specific weight of internal-transaction purchases and sales in the 
Cooperative's total volume of purchases and sales; information about obtaining 
(provision of) a loan; information about accrued and paid dividends and Cooperative 
discounts (premiums). 

51. Reciprocal reconciliation of settlements between the Cooperative and its members shall 
be carried out within the deadline set by the Cooperative's accounting policy but not less 
frequently than once in a reporting period. 

Accounting for Net Profit Distribution 

52. The Cooperative's net profit distribution shall be accounted for by the decision of the 
authorized body, which envisions the following: 
- Dividend payment; 
- Compensation for book losses; 
- Building up reserves (funds); 
- Assessment of bonus shares; 
- Other purposes. 

53. Accrual of dividends shall be accounted for on the date of their declaration by the 
authorized body as decrease in net profit and increase in the Cooperative's liabilities to 
holders of preferred shares. 

54. Payment of dividends shall be reflected as decrease in the liabilities to holders of 
preferred shares and cash. Withdrawal of non-cash property to pay dividends shall be 
accounted for as a regular asset sale transaction. 

55. Accrued interest on declared dividends not paid within a set deadline shall be shown as 
increase in other operating expenses and Cooperative's liabilities to holders of preferred 
shares. Payment of interest shall be reflected as decrease in liabilities to holders of 
preferred shares and cash. 

56. Accrued dividends used to clear a preferred share holder's arrears on additional ordinary 
share shall be shown as decrease in the liabilities to the holder of preferred share and 
unpaid capital based on the mutual settlements act or application of the preferred share 
holder. 

57. Conversion of accrued dividends into a portion of preferred (or additional) share or loan 
to the Cooperative shall be shown as settlement of the dividend liabilities to preferred 
share holder with concurrent increase in other agreed-upon capital or Cooperative's loans 
from related parties. The following shall serve as confirming documents in such event: 
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application of the preferred share holder and consent of the Cooperative's authorized 
body; loan agreement. 

58. Compensation for the Cooperative losses after expiry of their consistent carry-forward 
deadline (five years for agricultural service Cooperatives and three years for other 
business Cooperatives) shall be accounted for based on the decision of the general 
meeting as decrease in the deficit of prior years and respective sources of covering such 
deficit: retained earnings, reserve capital, and other reserves (funds) envisioned by the 
Cooperative's Statute. 

59. Pro rata decrease in all ordinary shares with a view to compensating for the Cooperative's 
losses shall be reflected as concurrent decrease in other agreed-upon capital and deficit of 
prior years. 

60. If Cooperative members make contributions to compensate for the prior-year losses, in 
the asset accounts, receipt of funds shall be reflected concurrently with reflecting increase 
in other agreed-upon capital. Thereafter, entries are made to show the utilization of 
received contributions by decrease in other agreed-upon capital and losses of prior years. 

61. Replenishment of the Cooperative's statutory capital portion used earlier to cover losses 
shall be reflected as decrease in net retained earnings of prior years distributed to this end 
as decided by the general meeting and increase in other agreed-upon capital (pro rata 
increase in all ordinary shares). 

62. Accounting for transactions to cover the Cooperative's book losses shall be kept in 
separate sub-accounts of Retained Earnings (Deficit) of Prior Years Account for periods 
(years) when the financial results appeared. 

63. Summary accounting for required reserves (funds) shall be maintained in summary Legal 
Reserves Account, within which the following sub-accounts shall be opened: 
Reserve Capital 
Development Fund. 

64. Summary accounting for other reserves (funds) shall be kept in the summary Statutory 
Reserves Account, within which the following sub-accounts can be opened: 
Indivisible Fund 
Risk Fund and other sub-accounts necessary to account for the funds envisioned by the 
Cooperative's Statute. 

65. Deductions to reserves (funds) from the Cooperative's retained earnings shall be made 
based on the decision of the general meeting and shown as decrease in the retained 
earnings of prior years and increase in reserves (funds). 

66. Entrance fee shall be levied pursuant to the Cooperative's Statute provisions after 
admission to the membership in the Cooperative and shown as increase in cash and 
reserves set by the legislation. 
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67. Accounting for utilization of reserves (funds) to compensate for the Cooperative's losses 
shall be kept pursuant to paragraph 58 hereof. 

68. With a view to exercising control over formation and use of the Cooperative's 
Development Fund, the following two ID-degree accounts shall be opened within 
Development Fund sub-account: 
Formed Development Fund 
Used Development Fund. 

69. Utilization of the Development Fund to purchase long-term productive assets pursuant to 
the Cooperative's budget shall be shown by internal correspondence between III-degree 
accounts specified in paragraph 68 hereof, that is, as decrease in the Formed 
Development Fund and increase in the Used Development Fund. Total amount of the 
Development Fund shown in financial reporting shall not go down when such transaction 
is carried out. At the same time, regular accounting entries are made to show receipt of 
the Cooperative's long-term assets. 

70. Accounting for Risk Fund utilization to compensate for loss in real value of shares (due 
to inflation or force-majeure) shall be maintained pursuant to paragraph 32 hereof. 

71. Bonus shares accrual shall be made based on the decision of the Cooperative members' 
general meeting and shown as decrease in retained earnings of prior years and increase in 
value of ordinary shares in other agreed-upon capital. Calculation of bonus shares for 
holders of ordinary shares approved by the Cooperative Board or Manager of the 
Cooperative shall serve as a confirming document in such event. 

72. If, as decided by the Cooperative Board, bonus share accrued to the Cooperative member 
is used to clear this member's liabilities to the Cooperative, decrease in value of ordinary 
(bonus) share in other agreed-upon capital shall be shown in accounting concurrently 
with decrease in the receivables from the Cooperative member. 

Disclosure in Financial Statements 

73. The Cooperative shall prepare financial statements pursuant to Law No. 426-XIII, NAS 5 
Presentation of Financial Statements, NAS 7 Cash Flow Statement, and NAS 4 
Accounting at Small Businesses. 

74. Explanatory note to annual financial statements, along with general information, shall 
disclose: 
a) Beginning and ending amount of ordinary and preferred shares and their flow; 
b) Amount of bonus shares accrued over the reporting period; 
c) Information about the amount of shares not paid up by the Cooperative members at 

the reporting period beginning and end; 
d) Information about transfer, sale, pledge, and conversion of ordinary shares (their 

portions); 
e) Information about the Cooperative's net profit distribution; 
f) Amount of declared and paid dividends and Cooperative discounts (premiums); 
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g) Quarterly net sales (progressive total) to the Cooperative members and their specific 
weight in the Cooperative's total sales. 

75. The Cooperative shall present financial statements to the addresses within the time frame 
set by current legislation. 

Accounting for the Cooperative Reorganization and Liquidation Transactions 

76. The manner of reorganization or liquidation of the Cooperative shall be governed by 
provisions of Chapter X l V  Cooperative Reorganization and Liquidation of Law No. 73- 
XV and other legal acts. 

77. The Cooperative shall be reorganized pursuant to Law No. 73-XV and Business and 
Enterprises Law as follows: 
1) In case of merger of Cooperatives, all property rights and duties of each of them shall 

pass on to the Cooperative created as a result of the merger; 
2) In case of association of one Cooperative to another, all property rights and duties of 

the associated enterprise shall pass on to the latter; 
3) In case of split of the Cooperative, a portion of property rights and duties of the 

reorganized Cooperative shall pass on to the new Cooperatives created as a result of 
such split; 

4) In case of spin-off of one or several Cooperatives from a Cooperative, property rights 
and duties of the reorganized Cooperative shall pass on to each of them; 

5) In case of the Cooperative transformation into an enterprise of another organizational 
and legal form, all property rights and duties of the reorganized Cooperative shall 
pass on to the newly-created enterprise. 

78. In the event of merger or association, it is recommended to assess the contribution of the 
merger of the newly-created Cooperative's or absorbing Cooperative's property and 
liabilities. Following the property assessment, the exchange ratio is determined, and 
shares of the newly-created Cooperative shall be assigned to the reorganized Cooperative 
members. 

79. Initial salvage balance sheet of the Cooperative shall be drawn up on the date of 
publication of the Cooperative reorganization or liquidation announcement. 

80. Property of the Cooperative under the process of liquidation shall be evaluated by the 
Liquidation Commission (in particular cases, which are envisioned by law, property shall 
be evaluated by a specialized organization), which shall prepare property evaluation 
report (act). 

81. In case of the Cooperative liquidation, following the inventory and evaluation of its 
property and preparation of respective acts, necessary adjustment entries shall be made 
and initial salvage balance sheet shall be drawn up at the date of the liquidation 
announcement publication. 
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Transactions carried out by the Liquidation Commission include the following: collection 
of receivables; sale of assets; clearance of balance sheet liabilities and those related to 
the Cooperative liquidation, and liquidatiorz result appraisal: 
a) Receivables collected from members and other customers for sold assets or other 

commercial transactions and collected doubtful receivables shall be referred to the 
Cooperative's cash increase. If discounts are provided to members and customers for 
early payment, when receivables from them are cleared, they shall be referred to other 
operating expenses of the period; 

b) Received amounts or those receivable from sale of assets shall be referred to income 
from respective activity and book value of sold assets to expenses on such activity; 

c) Liabilities shall be settled at the expense of the Cooperative's cash, and if discounts 
are provided by the suppliers for early payments, such discounts shall be referred to 
the Cooperative's income; 

d) The Cooperative's liquidation expenses include: property safekeeping expenses, 
administrative expenses, liquidation commission remuneration expenses, and, as the 
case may be, legal costs. Such expenses shall be accounted for as part of the period 
expenses; 

e) Following the closure of income and expense accounts, salvage result shall be 
determined and necessary tax actions carried out in compliance with the current 
legislation. 

83. The Cooperative's property remaining after satisfaction of all the creditors' claims, 
except the indivisible fund property, shall be distributed to the associated members and 
members of the Cooperative in the manner set by Law No. 73-XV. 

84. The amount of arrears to the Cooperative members, resulting from the distribution of 
property free from liabilities, shall be attributed to the Cooperative's capital (statutory 
capital, reserves, funds, salvage result) decrease and to increase in the liabilities to 
members and associated members of the Cooperative. 

85. Property shall be distributed at the expense of funds received from sale of assets and shall 
be shown as decrease in liabilities to members and associated members of the 
Cooperative and decrease in cash. 

86. Upon completion of the Cooperative liquidation process the Liquidation Commission 
shall draw up and present Final Salvage Balance Sheet. 

Final Provisions 

87. Accounting at the associations of Cooperatives shall be kept pursuant to the accounting 
norms and rules set for non-profit organizations. 

88. These Methodical Instructions shall take effect on their publication date in the Monitorul 
Oficial a1 Republicii Moldova. 

Monitorul Oficial a1 Republicii Moldova, Issue 33-35 as of March 7, 2002 
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Annex 1 

National Accounting Standards (NAS) 
effective as of January 1,2002 

1 NAS Title / Effective Date 1 

/ NAS 3. Com~osition of Costs and Exvenses 

NAS 1. Accounting Policies 
NAS 2. Inventories 

January 1,1998 
Januarv 1, 1998 

NAS 4. Accounting in Small Businesses 
NAS 5. Presentation of Financial Statements 

April 9,2000 
Januarv 1. 1998 

NAS 6. Specific Features of Accounting at Agricultural Enterprises 
NAS 7. Cash Flow Statement 

I NAS 11. Construction Contracts 

January 1,2001 
January 1, 1998 I 

Avril 15. 1999 
1 NAS 12. Accounting for Income Tax 
1 NAS 13. Accounting for Intangible Assets 

January 1, 1998 
u u 

NAS 14. Reporting Financial Information by Segment 

NAS 18. Revenue 
NAS 21. The effects of Changes in Foreign Exchange Rates 

January 1, 1998 I 
J 

January 1, 1998 
April 15,1999 

NAS 23. Borrowing Costs 
1 
NAS 25. Accounting for Investments 
NAS 27. Consolidated Financial Statements and Accounting for 

Investments in Subsidiaries 

NAS 16. Accounting for Long-term Tangible Assets 

January1,1998 1 

January 1,1998 

Avril 15. 1999 
NAS 28. Accounting for Investments in Associates 
NAS 31. Financial Reporting of Interests in Joint Ventures 
NAS 36. Disclosures in the Accounting of Savings and Borrowing 

Associations of Citizens 

January 1, 1998 
April 15,1999 

April 15, 1999 
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Annex 2 

Order 
No. - 

r RE: Cooperative's Accounting 1 

Policy 

In pursuance of provisions of Article 80(1) of Entrepreneurial Cooperatives Law No. 75- 
XV of April 12, 2001 and NAS 4 Accounting in Small Businesses and under paragraph - 
of the Cooperative's Statute, I hereby 

O r d e r :  

1. Approve the Cooperative's accounting policy. 

2. Start applying the Cooperative's accounting policy on 
200-. 

(Cooperative's state registratioil date) 

3. Charge 
(Cooperative's arcountants, /wad ofaccour~ting ofice, auditfirm) 

to execute the Cooperative's accounting policy. 

Manager of the Cooperative: 
(sigrrature) @ll name) 
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Annex 3 

Approved by Order No. 
of 200- 

Accounting Policy 
of Agricultural Business Cooperative 

(name) 

1. General Provisions 

1.1. apcultural business Cooperative (hereinafter 
(Cooperative's name) 

"Cooperative") shall keep accounting in compliance with the Accounting Law, National 
Accounting Standards, Chart of Accounts for financial and economic activities of 
enterprises, Methodical Instructions on Accounting at Business Cooperatives, other 
normative acts, and the present accounting policy. 

1.2. Accounting shall be kept in the Cooperative by 
(accountar~t, accountirlg office, auditfirm) 

1.3. The Cooperative shall keep accounting, using 
(Complete System, Simplified System using a Journal, 

Simnplified System using econornic transactions sheets) 

1.4. (Version) The Cooperative shall use a Chart of Accounts envisioned by NAS 4 
Accounting in Small Businesses. 

1.5. The Cooperative shall keep accounting, using form. 
(Journal, 1-C) 

1.6. The nomenclature of summary accounts' sub-accounts, forms of accounting records and 
source documents, procedures of safekeeping and use of special forms shall be set by 
the Cooperative's Manager. 

2. Chosen Methods of Accounting for Assets 

2.1. Intangible assets shall be shown in Balance Sheet at their 
(initial, re-evaluated) 

cost. 
2.2. Amortization of intangible assets, including amortization of the right to use fixed assets and 

other property transferred to the Cooperative as of right of use as ordinary shares shall be 
accrued, using method, 

(sh-aiglat-line, declining-balance depreciation metltod, units qf ourput (volume of services) depreciufiotl) 

taking into consideration their length of service. 
2.3. Length of service shall be set by the Cooperative Manager for each itendgroup of items of 

intangible assets and shown in source documents and analflcal records when the itendgroup 
of items is received. 

2.4. Fixed assets shall be shown in Balance Sheet at their cost. 
(initial, re-evaluated) 

2.5. Fixed assets depreciation shall be determined on the basis of their depreciable value and 
useful life by the following methods: 
a) straight-line - , 

(Coopemrive's office building at~dprodurtiorr farilihes, prcductior~ equip~nent, canputers, unplernents) 

b) units of output (volume of services) - , 
(vellicles and nmrllinery) 

c) 
(as determined by the Cooperative) 

2.6. Useful life and residual value of fixed assets shall be set by the Cooperative Manager for each 
item (group of items) and shown in source documents and analytical records. 
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Current evaluation of stock shall be carried out by 
method. 

(iderit~ficatiorr, FIFO, LIFO, weighted average cost) 

Inventory, except low-value and short-term items, shall be reflected in Balance Sheet at the 
lower of the cost and net realizable value. 
Purchased goods shall be accounted for in everyday accounting at cost. 

(iriitial, sellir~g) 

Low-value and short-term items shall be shown in Balance Sheet at the total of initial costs of 
stock items and residual value of items in operation. 
Long-term investment shall be shown in Balance Sheet at cost, while 

(irlitial, re-evaluated) 

short-term investment at the lower of the initial cost and market value. 
The Cooperative's receivables shall be accounted for and reflected in Balance Sheet in their 
nominal amount, including VAT, excises, and accrued interest and penalties payable as per 
paragraph 5.3. 

3. Chosen Methods of Accounting for Owners' Equity and Liabilities 

Analytical accounting for statutory capital shall be kept by share type in the Cooperative 
members' Personal Accounts. 
Net profit shall be distributed as decided by the Cooperative's authorized body and 
recorded in accounting following Annual Balance Sheet preparation. 
On the basis of net profit deductions, the Cooperative shall build up and account for reserve 
capital, development fund, and 

(Risk Fund, Indivisible Fund, etc. pursuarlt to tlie Cooperative's Statute) 

Liabilities shall be accounted for in amounts payable, including accrued interest and 
penalties payable as per paragraph 5.3. 
Interest and other borrowing costs shall be 

(accourtted for as operatir~g e.rperises, capitalized) 

(Version 1) The Cooperative shall not build up reserves for expenses and prepayments. 
(Version 2) At the expense of the reporting period costs/expenses, the Cooperative shall 
build up reserves for 

fixed as.tets repairs, employees' leaves, etc.) 

4. Chosen Methods of Accounting for Income and Expense 

Income and expense shall be accounted for pursuant to accrual method in the reporting 
period in which it  was generatedlincurred, regardless of the moment of receipt or 
payment of cash or other form of compensation. 
Income and expense shall be accounted for in 

(6 arid 7-class accourzt5, account 333) 

Costs shall be accounted for in 
(rnarragernerlt accounts (811, 812, 813),fir1aricial accourlt (215)) 

The Cooperative shall keep separate accounting for internal and external operational 
transactions. Analytical accounting for internal transactions is kept by member of the 
Cooperative in his/her/its personal account. 
Cooperative discounts (premiums) shall be reflected in accounting by final adjustment 
entries made at the year-end. 
Cooperative discounts shall be recorded as adjustments of receivables from related 
parties and sales revenues, and Cooperative premiums as increase in liabilities to related 
parties and operating expenses. 
Income and expenses shall be shown in Income Statement by activity of the 
Cooperative and by contingency. 
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5. Final Provisions 

5.1. Control over mutual settlements between the Cooperative and its members shall be 
effected at the reporting end. 

(rnorlrh, qrtarler) 

5.2. Money items (cash, securities, receivables, and liabilities) in foreign exchange shall be shown 
in Balance Sheet in the national currency at the exchange rate set by the National Bank of 
Moldova at the reporting end. 

(qrrarler, year) 

5.3. Interest and penalties on receivables and liabilities of the Cooperative shall be accrued 
and reflected in accounting at the reporting end. 

(~rror~tlr, quarter) 

5.4. The Cooperative shall make an inventory of its property and liabilities at least once a 
year, not later than of the reporting year. 

(November I ,  December I )  

5.5. The Cooperative shall prepare financial statements in compliance with provisions and 
forms envisioned by 

(NAS 5 and NAS 7, NAS 4 )  

5.6. Amendments and additions to this accounting policy shall be reflected in the Annex, 
which is an integral part of the accounting policy. 

LIST 
of Amendments and Additions to Accounting Policy of 

(name) 

Date Order 
(No. and date) 

Amended and Added 
Accounting Policy Points 

Signature Stamp 
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Annex 4 
Non-standard Form PVS-1 

(name of Agricultural Business Cooperative) 

Fiscal Code 

VAT Code 

Service Report No. 

(location) 

We, the undersigned, , members of 
Agricultural Business Cooperative, 

represented by , executed this Report, 
confirming that the volume of services: 

under Contract N o .  of 200- was rendered in full in 200-. 
There are no complaints. 

This Report confirms the receipt of rendered services. 

Type of Service 

Rendered by BC: 

Unit of 
Measurement 

Amount 

Received by BC: 
Fiscal Code 
VAT Code 
TIN 

(signature) 

STAMP 

Price, 
lei 

(signature) 
STAMP 

Amount, 
lei 
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Analytical Record CP-1 

Agricultural Business Cooperative 

Fiscal Code D 

PERSONAL ACCOUNTS 

of the Cooperative Members 

in 200- 



Section I. Personal Data 

No. 

1 

- ~ - 

- 

-- 

Full Name of Cooperative Membe 
Person 

2 

- 

- - 

- 

- -  - 

-- 

- 

.. - pp 

-- -- -- 

--- - - -  

- - . .- - -- - 



Continued 

Fiscal Code VAT Code Settlement Account Number, Bank, MFO Code Membership Date Membership 
Termination Date 



Section 11. Admission Fee and Ordinary Shares 

Personal 
'Ode 

11 

Paid 
Admission Fee 

Amount, lei 

(Ct 3213), 
12 

Ordinary Share 

Calculated Total 
lei 

(Ct 311) 
13 = 15 + 19 

------ 

Of Which Paid, lei 
% 

in Statutory 
Capital 

14 

Of Which Outstanding, lei 
Total 

(Ct 311) 
15=16+17+18 

Additional 
Share 

(Dt 313) 
21 

Total 

(Dt 313) 
19 = 20 + 21 

Initial Share 

(Ct 31 1) 
16 

Additional 
Share 

(Ct 311) 
17 

Initial Share 

(Dt 313) 
20 

Bonus Share 

(Ct 31 1) 
18 



Continued 
- . - -- . 

- FOOTING (Increase) in 200- . - 

Personal 
Code 

-- 

Total 

Paid 
Admission Fee 

Ordinary Share 
-- - - -- --- --- 

Amt, Callulated Total - - Of Which - - .  Paid, lei - - -  Of Which Outstanding, lei 
Pay- lei ment lei % Total initial Share Additional Bonus Share Total Initial Share Additional 

in Statutory Share Share Date 
(Ct 311) 3213) Capital (Ct 311) (Ct 311). (Ct 311) ((3-311) - . (Dt 313) (Dt 313) (Dt 313) 

23 24 25 = 27 + 31 -- 26 - 27=28+29+30 28 -- 29 - 30 3 i =  32 + 33 32 33 

- -  - -  - - -- -- .. 

-- 

2 



Continued 
- - -  . -- 

I--. _ - A  .. - . -- FOOTING - -- (Decrease) in 200- -- - I 

Personal Code 

34 
- 

- - 

- 

-- - - -- 

- 

Total ~ G e a s e ,  
lei 

(Dt 311) 
35 = 36 

pp 

-- - 

I Total 

-- - 

Ordinary Share --- 

--- 
Total 

(Dt 311) 
36=37+38+39 .- 

lei 
Additional 

Share 
(Ct 313) 

42 

Of 
Total 

(Ct 313) 
40 = 41 + 42 

- 

.- -- 

~- - 

~ . -  - 

Which Outstanding, 
Initial Share 

(Ct 313) 
41 

Of Which 
Initial Share 

(Dt 311) 
37 

- -- - -- 

Paid, Mdl 
Additional 

Share 
(Dt 311) 

38 - - 

-- 

Bonus Share 

(Dt 311) 
. 39 

- -- 

- 

. 



Section 111. Cooperative Members' Economic Relations with the Cooperative 
- - - -- -- - . . - - - 

1 Annual Contract on Sale of 1 

Personal Code 

1 - 
--- 

,1- - 

Agricultural Products 
(Services) by the Cooperative Actual Volume of Agricultural Product Sales (Rendered Services) by the Cooperative Members 

No. 
- - 

2 - 

- 

--- 

Member 
- - 

Date 

3 -- 
-- 

:--------- 

- - -- - -- - - - - - -- - 

Agricultural Product 
(Service) - 

4 - 
- -  -- 

- 

-- 

- 

Total 

- 

Unit of 
Measurement 

5 -- 

- - 

- -~ 

Amount (ex VAT 
and excises), lei 

8 

-- 

Amount 
- - - 

6 
- - -- - 

---- - 

- 

Unit Price 
.- (Tariff), lei (bani) 

7 



Continued 

Personal 
Code 

1 Total 

Balance as at 200- FOOTING in 200- Balance as at 200- 
Account 522 Purchases (Ct 522) Payments (Dt 522) Account 522 

I From Credit to Debit of To Debit from Credit of 

Debit I Credit I of Lading I VAT Invoice NO. Accounts Accounts 
No. I total Debit Credit 



Continued 
- - I Annual Contract on [ 

Personal 
Code 

24 

- 

-- 

Supplies (Services) to Actual Volume of Sold Goods (Services Rendered) to Cooperative Members 
Cooperative Members 

No. 

25 

- - 

-- 

- - -- 

I 1 
- - - - Total 

-- 

- 

-- 

-- - 

-- 

-- - - - - -- 

. 

-- 

- - -- -. - 

- . - - 

-- - - - - -- - -- 

- - . - - - - - 

- -- - -- - -- - .- .- - 

. - . . -. -- - -- 



Continued 

Prepared by 
(signature) 

Chief Accountant 
(signature) 

200- 

I Balance as of 200- I FOOTING in 200- Balance as of 200- 
Account 223 I Account 223 I ~uppl~s (Dt223)  

Debit 

45 

I I I I I I 
I - 1 -  I I I I I I I T- 

Personal 
Code 

Credit 

46 

Payments (Ct 223) 
From Credit to Debit of 

Accounts 

I 

I 

- 

41 

I I I 

Debit 

I 
I 

I 
I 

I 
I I 
I 
I I 
I 
1 Total 

1 32 1 33 1 34 1 35 I 36 1 37 1 38 

- 

42 

Credit 

I I I I I I I I 
I I I I I I I I 

39 

- 

43 

of Lading 
No. 

40 

total 
(Ct 223) 

44 

To Debit from Credit of 

VAT Invoice No. Accounts 

I - 
- 

total 
W2u) 



T A B L E O F C O N T E N T S  

INTRODUCTION ............................................................................................................................................. 3 

CHAPTER 1 . NORMATIVE BASIS OF ACCOUNTING IN AGRICULTURAL BUSINESS 
COOPERATIVES ................................................................................................................................................. 4 

1.1. THE NORMATIVE REGULATION OF ACCOUNTING .................................................................... 4 
1.2. ORGANIZATION OF ACCOUNTING .................................................................................................. 5 

1.2.1. General Rules on Mainterlarlce of Accorcnting .................................................................................. 5 
1.2.2. Documenting Transactions .................................................................................................................... 6 

............................................................................................................................... 1.2.3. Accounting Systerns 8 
1.3. ACCOUNTING POLICY ....................................................................................................................... 12 

1.3.1. Accounting Policy Development .......................................................................................................... 12 
......................................................................................................... 1.3.2. Disclosure of Accounting Policy 13 

CHAPTER 2 . ACCOUNTING FOR LONG-TERM ASSETS ........................................................................ 15 

2.1. ACCOUNTING FOR INTANGIBLE ASSETS ..................................................................................... 15 
2.1.1. Description. Composition. Recognition. and Valuation of Intangible Assets ...................................... 15 
2.1.2. Accounting for Start-up Costs .............................................................................................................. 16 
2.1.3. Accounting for Receipt of Intangible Assets ................................................................................... 18 
2.1.4. Accounting for Amortization of Intangible Assets ............................................................................... 19 
2.1.5. Accounting for Disposal of lntarzgible Assets .................................................................................. 21 

............................................................... 2.2. ACCOUNTING FOR LONG-TERM TANGIBLE ASSETS 22 
.......................................................................................................... 2.2.1. Accoutlting for Fired Assets 2 3  

2.2.1.1. Accounting for Receiving Fixed Assets ......................................................................................................... 23 
2.2.1.2. Accounting for Fixed Assets Depreciation ..................................................................................................... 26 
2.2.1.3. Accounting for Repairs of Fixed Assets ......................................................................................................... 32 
2.2.1.4. Accounting for Disposal of Fixed Assets ....................................................................................................... 36 

2.2.2. Accounting for Other Long-term Tangible Assets ............................................................................... 40 
2.2.2.1. Accounting for Tangible Assets in Process .................................................................................................... 40 

...................................................................................................................................... 2.2.2.2. Accounting for Land 43 
2.3. ACCOUNTING FOR LEASE OF FIXED ASSETS ............................................................................. 45 

2.3.1. Accounting for Fixed Assets Taken on Lease .................................................................................... 45 
.................................................................................................... 2.3.2. Accounting for Fixed Assets Leased 50 

CHAPTER 3 . ACCOUNTING FOR INVENTORIES ..................................................................................... 56 

3.1. CONTENTS AND STRUCTURE OF INVENTORIES ....................................................................... 56 
3.2. RULES AND METHODS OF INVENTORIES' MEASUREMENT ................................................... 57 
3.3. ACCOUNTING FOR INVENTORIES .................................................................................................. 62 

................................................................................................................... 3.3.1. Accounting for Materials 6 2  
3.3.2. Accolcntirzg for Low-Value and Short-life Items .................................................................................. 65 
3.3.4. Accourztirlg for Work in Process .......................................................................................................... 66 

.......................................................................................................................... 3.3.5. Accourzting for Goods 68 

CHAPTER 4 . ACCOUNTING FOR CASH AND SETTLEMENTS WITH ACCOUNTABLE 
INDIVIDUALS .................................................................................................................................................... 71 

4.1. DEFINITION AND CLASSIFICATION OF CASH ............................................................................. 71 
4.2. DOCUMENTING AND ACCOUNTING FOR CASH IN THE CASHIER'S OFFICE .................... 73 
4.3. ACCOUNTING FOR CASH IN THE SETTLEMENTS ACCOUNT ................................................ 76 
4.4. DOCUMENTING AND ACCOUNTING FOR CASH IN FOREIGN EXCHANGE ACCOUNT 
AND OTHER BANK ACCOUNTS ............................................................................................................... 79 
4.5. DOCUMENTING AND ACCOUNTING FOR SETTLEMENTS WITH ACCOUNTABLE 
INDIVIDUALS ................................................................................................................................................ 81 

CHAPTER 5 . ACCOUNTING FOR RECEIVABLES AND LIABILITIES ................................................. 85 

5.1. ACCOUNTING FOR OPERATING TRANSACTIONS RECEIVABLES AND LIABILITIES .... 85 
................................................. 5.2. ACCOUNTING FOR COOPERATIVE DISCOUNTSJPREMIUMS 92 

........................................................... 5.3. ACCOUNTING FOR SETTLEMENTS WITH PERSONNEL 95 
.................................................................... 5.4. ACCOUNTING FOR LIABILITIES ON INSURANCE 102 

....................................................... 5.5. ACCOUNTING FOR SETTLEMENTS WITH THE BUDGET 106 



............. 5.6. ACCOUNTING FOR SETTLEMENTS WITH OTHER DEBTORS AND CREDITORS 108 

........................................... CHAPTER 6 . ACCOUNTING FOR COSTS. EXPENSES AND REVENUES 112 

6.1. ACCOUNTING FOR COSTS ............................................................................................................... 112 
6.1.1. The Composition of; and Procedure for Evaluatirzg and Recognizing Costs ..................................... 112 
6.1.2. Analytical and Summary Accounting for Costs ................................................................................. 113 

6.2. ACCOUNTING FOR EXPENSES ....................................................................................................... 118 
6.2.1. Characterization. Mensr~rertient and Recognitiorz of Expenses ......................................................... 118 
6.2.2. Analytical and Summcr I ?  Acrounting for Expenses ........................................................................ 120 

6.3. ACCOUNTING FOR REj'ENUE ......................................................................................................... 129 
6.3.1. Composition. Measurenierit and Recognition of Revenue ................................................................ 129 
6.3.2. Analytical and Sutnmn r). Accounting for Revenue ............................................................................. 131 

CHAPTER 7 . ACCOUNTING FOR STATUTORY CAPITAL .................................................................. 135 

7.1. ACCOUNTING FOR STATUTORY CAPITAL FORMATION ...................................................... 135 
...................................................... 7.2. ACCOUNTING FOR CHANGES IN STATUTORY CAPITAL 139 

CHAPTER 8 . ACCOUNTING FOR NET PROFIT DISTRIBUTION ........................................................ 147 

CHAPTER 9 . COOPERATIVE'S FINANCIAL STATEMENTS: PREPARATION AND 
PRESENTATION PROCEDURE ................................................................................................................... 155 

9.1. FINANCIAL STATEMENT DESTINATION. COMPOSITION. AND PRESENTATION 
PROCEDURE ................................................................................................................................................ 155 
9.2. ACTIVITIES PRECEDING THE PREPARATION OF FINANCIAL STATEMENTS ................ 157 
9.3. SOURCE DATA FOR PREPARATION OF FINANCIAL STATEMENTS .............................. 168 
9.4. BALANCE SHEET CONTENTS AND PREPARATION PROCEDURE ....................................... 199 
9.5. CONTENTS AND PREPARATION PROCEDURE OF INCOME STATEMENT ........................ 212 
9.6. CASH FLOW STATEMENT ................................................................................................................ 219 
9.7. CONTENTS AND PREPARATION PROCEDURE OF STATEMENT ON MOVEMENTS IN 
OWNER'S EQUITY ...................................................................................................................................... 232 
9.8. EXPLANATORY NOTE TO FINANCIAL STATEMENTS FOR THE YEAR 2001 OF 
ALTERNATIVA ABC .................................................................................................................................. 237 

METHODICAL INSTRUCTIONS ON BUSINESS COOPERATIVES ACCOUNTING ......................... 240 

BIBLIOGRAPHY .............................................................................................................................................. 252 

ANNEXES .......................................................................................................................................................... 253 



Dear readers! 

We will be grateful for your comments and suggestions. 
Please mail them to the following address: 

Association of Professional Accountants and Auditors 
of the Republic of Moldova (ACAP) 

Republic of Moldova, Chisinau, MD-2012, 
Str. M. Varlaam, 65, offices 41 1, 434, 435. 

Tel. (373-2) 2 1 -35-92, 
tel./fax 22-1 9-25. 

e-mail: acap@moldnet.md 
www: h~p://acap.ngo.moldnet.md 

m 
E A S T  . W E S T  

@mYIIIY.-M-~ M A N A G E M E N T  
I N S T I T U T E  




