v ‘ . -

D IRLCTORATE OF COOPERAT”... AUDTT: ORISE42EATT

il SR R,

No VI(I)62/99,,“-31 cutol Audit-8/Dateds / ;
(3253 i ,m”,v‘wmﬁ/ 3/Date /%7 c>00?

CIRCULAMAR.,

Subg - Issue of gummons and half margin memos

during the course of audit, '

The scope of Avdit of Coopefative institutions is
not merely examination of aocounts; It colvers examination
of both administrative and financial nanagement of Coop.s
to £ind out whether iilegalities and irregularitiss have
Ween committed in violation of provisions of 0.C.8.4c% and
Rules there under, Bye-~laws of ‘the Soclety ;Rules of Businesc
and various Circular instiructlons of Reglsterar of Coopera-
tive 8001Culeb,011aua, Luditof Gener.l of CDUpC“ﬂLlV
SOCl:tleS,QTlea and € . spective administrative Heads of
Deptt. The'SCOﬁe of au.. -~ ¢ Cooperative and the matter to
be chered'in one audit .. »rt is well defined 'in Section
62(2) of the 0.C.S.hct.i.. and uvnded Rule 59 c¢i the 0CS |
Rules,1965 o In crder +. w.amine the Books of focounts and
the position of assets and liabilities of Cooperatives
and prepare the audit report as per requlrement under the
above Rule, the Auditor has %o obtain requ;red‘lniormatlon,
documents etc., for his examination and the Officers and

enployees of Soclotlcs are bound to glvo all assistance ‘to
the Auditors as per provisions undef Rul e 58(3) of the
0.C.S.Rules,To obtain required 1nformatlon,documenus, files
etc., ahd for any clarification for audit purpose, the
Auditor has been empowered to have acecess to all the Bocks,

“accounts d00uments,p pers, securltles, cash and other

properties belonglng to or in the custody of the ooolety
at ‘any Bime under Section 62(4) (a) of 0 C.U.Act He has
also been glven ‘powers. 5o issue summon and cn¢orce
attendance of ‘any person. o furnish qny Lnfoﬂﬂﬁtlon or o
produoe any documerits in his p0559831on or power under
‘section 62(4) (a) and (b) of the said 4Act. '
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Lt has been macz. . ndlng under Rule 98(3) that thL , Y

officers dnd empl oyees of ‘the. Soclety shall glve the &uditor %ﬁ
all asslstance necessary Ior‘conduct and complctlon of g
audit and for this purpose in partlcular,prepare such
statements and take such ;action with regard to the verifi-
cation or examination of agcounts and stocks ag may be
requlred by the Auditor,If they fail o provide such: audit
requirements, it is to be construed as hlndrance bo audit
and henhce,continuance of such persons can be xﬁzx xnpﬁxx
inpertreted a& detrimental  to audit. In such case, . 1
necessary legal action for suspen81on of the concerned
‘offlcmdls/ Officérs or staff of the soclety,from holding
tha t position /post can be. considered under section 62(®)
of the 0.C.S.lct by following procedures I'gid down in this
Dlrectorate Clrcular No fr57‘“ dated.19, '11-'1999-

When Auditors heve been given all the powers
mentioned above %o -brop: .17 conduct audit and to submit
their audit report.covefi 2ll aspects laid dovn under

‘Rule 59 of the 0.C.S.RIX -, 1965, it is observed with
mush displeasure that in ;k ¥ cases thé audit reports gre
not revealing. many irre;iiarities and 1llega11t1e “which
qle subsequently coming ‘to 1lght through special audit or
enqulry.Moreover, when suroharge proceedings and criminal
actlon are initiated on the basis of audit reports anhd |
the same authority who issues the audit repor
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® 13 to initiate oy
ahd dispose surcharge prooeedlngq, unless the qudlt

findings are supported with details of docuMFntary evidence
in support of findings, it may lead Go embégasslng
situations for thiis Directorate of" Cooperqtlve.hudlt
Be31des recently during dlSpOSal of surcharge
proceedlngs, Some defendants replied that the audit report “
-not Dbased on facts and that the audit findings have , 2%“
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been drawn up behind their back as the auditor did not %{u
summon them durlné audit ‘o prlaln nor obtalned lmimxmaA _i?
) P.T.0., G
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Infomations from the insztitution through half-margin memos

O to reach tlie condlusion. Even though the person may be

jij guilty of an i_lcgﬂlity,he may .get the benefit of doubt

,iﬂ in a Court of Law of in surcharge prOCCGdlngu due to this

‘i; 1dcun1 of auddit,. . RS

. To Obviate these legal problems and to present

;‘ the audit reports with complete facts as per,requlremtns
O under Rule 59 of 0.C.5 ,Rules,1965 and the Ciroular

™ instructions on presentation of audit reports, the auditors
5 are to otrlcwgrf011ow the following 1n8uruct10ns durlng
e the course of thelr gudit.

éf\ 1.(a) FFor APEX,State Leovel C,S,

Central level C.S,,CARD Bamw,

it Urban Banks and L{p brimarieg,

?Cl (1) Immedlabely after - ”hlng the Society for audit
%fE purpose ythey mue . -~ >w the audit authorisstion

P C order to the ICI .  ixecubive and intime e him the
%i- date of commencc :.iit of audit,

§{= (ii) Next issue summoxn %0 Chief Executive o nroduce

5(_ _ cash balahce, Bank Pass Books,Securities and other
i valuables with connecting records-for- physical

i verification at commencement of audit giving date,
! time and place in the summon for such verification.
(s Lhis should preferably be done on the first day of
(- .commencement. of zudit it.zelf to mﬂouylmmﬂlf
e %kexmzx the cash book has.been written upatpndﬁtc or Mot

and whether physical VGT;IlGﬂthﬂ of ¢éash by the
insfitution it sclf hos been done regularly or nob
If not,thihs itself becomes a valid audit observation
to be written in the Audit Report.This could be

(NI conflrmed then and. their:iby 1sgue ‘of, a formal

' ' half—margln memo dtautng the obJectlono

?i | |
?” (ii1) Issue halfumargi neno to Chlef Executlve To submit
L ' (a) A copy of By .. s(b) list of recordﬁ naintained

o - with their condﬂ"}gﬁ of malnuendnnce i.e whether

~ they are maintair . up—tgudqte properly for entire
. - period covdred unier audit and whether all the

] ~ accounts-are reconciled or not -

; {After obtaining reply‘tq this helf margin menc
R read the Bpe<laws and note down important points
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records ‘are incompl: ® . uditor should allow fixed date ;i'
in wri%ing'to the Gh;;;-Execmfive to ﬁp;date éuch, Ji'
record according tc v ltors requirement as per his W
pmyWMEfﬁﬁswﬂijfﬂj%ﬁetmﬂycmmuwmnof é‘
T audit without break luc to non-mairitenarice: of records. 7%.
iv)‘ The Audltor has 4o issue ancther half margin Q?

;44

gourse of audit,

The posltlon of malnLenance of record ; rcconcillatlon
etcs, should be ascerta Lned to ch1lltqte the auditors
to draw his audit programmne ‘and pian hls work and decide
the rlskin@ne GPeas’ harehe should ‘concentrate

his audit effert)If -iv Books of account and documents/

oy,

ﬁ%ﬂlﬁ&m{

memo to the Chief Bxecutlve -to Intimate the name and
de81gnatlon of the Officer who igs %o be inecharge of
producting records, docwnents ete., to Auditor and to
whom he is to contact for audit requlfemcnts
NObe'— The list of records examlned by
Audlt is to be ehclosed to 4 udit

- Report in each case.
After obtaining the above 1nformatlons ﬁhrough half
margin memos, the Audltor has to siart audit work
from vouchlng.
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Sir

V) A1l transactions of Cooporative instiwations
are regulated either by provisions of 0.C.S.Ach,
Rules,Byeulqws,B Rebot,N,Tdhct,Income Tax Act ,Labour
Act,Payment of Bonus ﬁ?ﬁ'etc., or Cireular instructicns
of Registrar of Coor - - ive Soclctles,Orlssc,qultor
Gteneral of Cooperati nociéties,OriSsa,adminivtrative
Dirsctorates, R.B,I. " .T4RD 30 ther flnanclng agencies and
approved Rules of businrss of institutions. The Auditer E
need be ﬁhorough about such provisions . and  circular
instructions before vouchlng. If durlng the course of
audit ies either during vouching or exqmlnatlon of &
records ,the :audit or deubts genulneness of wny transace
tions, any recordlng in books of accounts and other
P T.O.
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records, any action of m-n. =uent conttrary to provisions of
law, circular instruction:, sules of business etc., ha should
immeédiately issue half—mgﬁblh memos ‘to the Chief-Executive
for reply within reasonabile %ime not exceeding 3 days to
clarify/ comply.the findings of audit report on such points
should contain mention of details of such transaction reply
to half margin meno and the conclusion of auditor thereof'.

In no-case the reporting on an objecticnahle
expenditure, 11legal fihance,improper extension, illegal
action of management etc., should find place in audit
report without issue of half-margin memo and reply of the
instution therecf. If aftér giving reasonable time for reply
the dnstitution fail to comply gny. half-margin memo, the
Auditor should mention the smme and draw his conclusion in
audit report,: . ' |

() For Primary Sceieties other than
| 'CARD:Banks,Urban Banks,bigger Primaries,
- Since: the aud.’’ rogramne of these Sccicties
does no% allc - -.’ficient time for issue of half
“margin memos .. :etting théir compliance %o
audit observe .. .35, the auditor has to get writt-

en reply. from o . cretary on audit. observantions
_qnd'cdpies of relevant documents, duly certified
by the SuCT“Ldfy for. proof of findlngs and append
them in audit reports. :

2 As-per provisioné under section 62(4) (c) of the
TRV O.GwS,Aot,.ﬁ962,the Auditor shallihaVe'powers
- to take such copies of documenﬁs or of any
entries . therein as may be considered necessaty
for audit. .
If to substantiate his flndlngu the auditor
feels it necessary to obtaln such copies, he has
0 issue half-mqrgln memo to the Chief Executive
of the Instltutloﬂ %o prov1de certlfled copies
of dbcuments or any entrles in recorda of
fSoclety w1th1n reasonﬂhle dates

P,T.0.
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3 If it is' icl% bo examine any present or past df
bfiicial/y'“-.,rs/employees/membel of the
“.Society pv ‘1_ally ‘to explaln any transactlon
or deéisir;_gf 1nfonmatlon requirad Por gudit
purpose, i};',Jdltor has to issue summons to

them to a: pz-. before audlt sp@clfylng the -
place date and tune.Thc reuult of this summon
is to be rec orﬂrd in the qudlt report

, As per provisions undcr Ruleé 58(&) (1) of the

0.C,S Rules,1965 every hLudi tor conductlng audit on behalf
- of Auditor General of Cooperative SOCleilLS,OTlSaa shall
_forthw1th endorse mf Copl“S of all obgecﬁlon memos and
compl lances received there to the duditor General of
Cooperative 3001otles(for Clrclc Asslutant Auditor General
of Cooperative Societits)who shall ‘ake +those -in to acecount
for giving such directions to -the Society as'he may deem
proper'TheureforL, ti is now legally. binding -on fuditors
for issue of half margin objection memos: durlng the cours

.of audit. Any audit finding w1tn0ut support of half margin
- memo 1s ‘to be treated as nirfunctory‘audlt and shall weerars |

warrant qctlon qgalns’_f :verned fuditor,

. The Assis - ' suditor Genefal of Cooper#tive
Societies of Circles »- - e’ reviwing officers at
headquarters shall rev = . the position of issuc of half.

margin memos, summons <%¢., alongwith replies received
thereof in monthly meetinsa of Auditors individually.
Any Auditor gound 1acking should be adequately cautioned

and 1if no development is noticed in his perfonnance, be
proceeded against.

This review should £ind pléoe in mdnthly
field staff meeting proceedings hence forward.
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- - Cle uditor Ge cpal of C S. Orissa.

Memo No. jé’j\%’ /Dqte%- S H s Reoyf ’ '
Copy forwarded to 41l Asstds.G.C. 3., of Circles

for information and necessary action,They a re requested to
circulate the copy of the above circular instructions
amongst the auditors of their circle for their informgtion
ahd doing the nCtdel- e -
Copy to G.F./ e

7y

| Joint suditor Genciwul of L.S.(Q)

Dash 12 5 2004 .
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