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Subs - Audit/Special Audit of accouhts of
Cooperative Socleties~adoption of
principles of natural Justice before
suggesting for recoveries and punishment
in the Audit. Report—rpbarding¢

A& number of rcPrésentatlons are being

. received from time to time. at Govermment level, 'in the

Departnent of Cooperation and State Cooper: tive Audit

' Directo ate qlleglno that although Audit  and Spe0111
Audit report in respect of some of the Cooperative

Societles are show1ng/sugue$t1ng substantial amount

of money to be recovered from or 1 2Eal actlon for

punlshmcnu to be initiated dgalnst such representa— -
tionists, - uhey were notaSk to explain about such
irregularities/lapses or mlﬂ-approprleblon etc., by
the Auditor concerned in caurse of audit. In case such
allegatlons are true, then such denial of natural
Justice to the individual concerned against whom
recovery or punlshmenﬁ 1s_recommended not only becomes
a‘causeAfo: harassment of such persons,but alsc it -
helps such individuals to escape from legal .action for
enforcing such audit observqtlons on the said gruund
and in ‘that case, not only the Socl =Ty would ultmmqtely
suffer but also the Audit rﬂport would become
unfructuous and useless for the purpose of sefblng
things right in the Socichy, ' . >
In this connection, attention is drawn to the

fprOVLSlonu of Section 62 of the Orissa Cooperative

Societies Act,1962 which provisdes enough powers to the .
Audntors to -summon and efiforce attendance of any- person
and to examine him on oath or affirmation and to compel..

for production of any Book aacounts aocuments, securie
ties, .cash and other propsrities ahd the auditor can

even lssue SUMION . for examining the witness as per
(s : ) ‘ .
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the procedure prescrl ad ln uhe blVll Procedure
oode 1908 Suich purson who is summonma by the:
Audltor.ls liable. for puﬂlshment ibr “the offence
cmmujt%ibylnm if he wﬂifdﬂgfor\mjhmluany
.;easonable.e rcuse dlsobcys the sunmon or reguisition
or 1iﬁ-ful written ordzr of the. AUdlbOT under Section

. 115(J; of the Qrissa Cquﬂra tive Sb01etles Act 1962,
- It has ihero¢ore been a long and establ ished
practlce for the Audltors to summon any person and
seek his eﬂplanatlon in respect of any alleged misw
qpproprlqtlon or' serious 1rregular1tles, about whilch

7“ prnnafﬁc1e evidence is awallable, qnd af ter hearlng
" such individuals and e: xamining their explﬂnatlon or

documents furnished by them and tﬂklng into. accoun+
uhe re001ds of the Society. the Audltor flnally formula-
tes his ObS&fVﬂthﬂS luoardlng audlt recoveries or
suggebts for lﬂlt¢dulﬂ“ legal action. In c se of no
response of a person who is surmoned by ﬁudltor apart
from he being lisble for punishment, the Audltor can

take declslons equrﬁc “ﬂgardﬂng the said mlSWyproprlﬂ-

tion or lapscs b151nb on records of the. Socéety

Tt is however, being alleged hat some

offlcers of. the Direclorate and duditors are not

following the above practice on the plea that they

~have no scope to incur e: p@ndl,ure towards postages

and costs for Spcclql messengers etc., to ‘summon/
requisition . ‘attandance of lndiViduqls and production
of records for, which they were dependlng on the Chief
Executive and other employees concsrned of the partie
cular Society to 5qthcr evidence to formulate their
observations regarding audit recovery and initiation

' for punishment etc, But such Plea is not accep able,_

gince the particular Sociaty is rcsponslble to provide
all the facilities for cifective conduct of Audit
1nclud1ng qfore.mentloned éxpenditures for issue of-
summon/requlsitlon €tca.y as provided under Rule 58(3)
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ﬂigf: of the Orissa Cooperative,Societies Act, 1965,
If necessary the Auditors notice can also be published
e - in news paper at the cost of the Soclety.AIter taking
S all such steps and after SRSUTINg that the summon/
- notlce was sufficlently served on the person elther
‘; directly or through the Coop,Socléties audit recoveries
"i and suggestlon for punishment can be recorded in the .
JAudit Report by the Auditor upon his satiffaction on the
C - basis of the records of the Soclety and /or evidences/
witnesses that are produced befora him, In some cases
the Auditors are advising the offlcmrs pf the pqrtlculd”
e _ Socliety to summon a particilar 1nd1v1dua1 to appear
L | before the duditor which is not lawful and proper
- - because the fuditor himself have to sign the notice
) summoning the individual through the Society concerned
or at the cost of such - soclety and in that case the
"Auditor should retain the ogpies of such summon/
'requlsltlon and evidence that the same was served on
: 'm”“m\'“the particular individual, so that, even if the copies
é)if of such: summon/requisition kept at the Socisty level is
lost or destroyed,such individuals can not escape from
the legal actlons on the rround that. Audit report had
wrongly shown rccovery wmthout giving him proper
_ opportunlty of - hearlnp o1 1or ad&u%lng evidcnce on their
. behalf, ,
. ' - "It is uher fora. StrlbL&y directed to all
. concerned that to avold-resaudit wnlph s costly and
o time consuming work and :1so not to provide scope to
thé‘offenders to escape from the punisiment or recovery
- B showing such lacuna in +the audit procedure before the
e . courds, the Auditor must issue summon or requ51tlon or
O atleast show cause notlcw To the particular individual
. © against whom Audit Report woul d show recovery or
B ' 'recommand for punishment against such person.The
Auditors who would‘not folLow this practice/procedure
would be eubgect to CXEﬁplary dLSClpllnqry action in
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such cqses where it would be establ ished 'that the
Auditor had dellberately avolded such procedure
“and it would be presuned that he had connived with
the culprits who cauged loss and mis—appropriation
of funds and other seriaus irregularities in the
Society by preaparing a defective Audit Report ,
providing scope to the culprits to escape from 1ega1
actions for recovery and punlshment :
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A.U. thOI‘ GenEI'al Of C S’Orlssa.

' Memo No, A 141 (/2'0) Datedsw <A > 204
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Ccpy to 41T Auditors of Cooperative Soecie ties/
h'asst.A. Ced, undsr Directorate of Cooperative Audit/
ALl %the A;st.Audluor General of C,8., in charge of Audit €
Circles in the State/Chief Executive of all APEX Coop,
Socletles/Central Cooperstive Banks/411 Urban Coopelatlve
Banks for infonnation and necessary qctlon.

ey o q o
Auditor Generzl 0of -C.SN0Tis8a.

Me}noNo -ll /2‘ /D .l-ed:_ 6)3: 2..’"!?{.,

.. Copy forwarded to the Registrar of COOperat:Lve
Societies,Orvissa sBhubaneswar for 1nfonnablon“?nd nece-

Ssary actlon. I
) 2142 (8) &udltor enetal of ©.5.(0)
Hemo No. _n____“_wh/ua tedsw G 2oog .

Copy Torwarded to AAAL A& .C.C S, (0)/1)eputy

'A.G,C.S,(O;/Central dudit/ Asstudaw OiJ.:Lcer/G.F for
" niormatlon 1

//i\”hlr
Auditor ueneral of S(O)

20.Spdre Copies.
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