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Subs: Depreciating o7 ug.ietaz of oop.institutions.

"Valuaztion of Awguﬁa_af Ccop. ingtitutions ls an
important duty of Auditor of Cva Soclieties as requlred under
Section 62(2) (d) of 0.C.5. ~ct 1962.8ince the value of "an asset
acguired by an institution gradually deCreases due to uUse Or for
& other reasons, the real face value of such assets at any point -
of tlme can be assessed after allowing depreciation to the extent

- Oof decrease 1n value.This loss of value of asset i.&. depreciation,
1s admitted as loss in P/L account as it is loss ‘to the Organisa-
tion. : . : ) .

Years back vide Circular No.40170..dt.10.9,1976 and

2591 dt., 234121981 ,the following ahnual rates of depreciation

on dlfferent types of assets was preseribed by R. C. S-,Orlqsa whi
is in Operatlon tlll NOW.

1. Building - 2.5 %
2. Furniture - 5%
3. Vehicles - 20 %

4. Heavy Vehicle- 40 %
5. Plant & Machinery=20 %
6« Library - 20 %

In the meantlme, most Commercial Organigations have
dispensed with charglng annual rate of depreciagtion i.e.
caloulatlng deprGCLathH on asseéts onthe booksg value at the clogse
of' the year and have adopted scientific agnd loglcal method of
charging depreciation from the date of acqq;sltlon of asset.
The method ofrcharging depreciation a&x& is also being switched
f£rom the "stralght line method" o the "written down value
method" which is also applicable for drawal of £1nan01al statements

- for I. T return purpose. . . :
Besides, when ktrpiN‘ pace with the.changing
pattern of assets; the rates oI uapreciation are Changlng from
timg to time for I.T. return Durpuse. Such changeg are not yet
effected ih R.C.8. Circulars since last about 20 years.
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As a result dlfﬁlculhles are belng faced by Coop.lnstltutlons tor
prepare their flnan01al statement :for statutory audit by adoptlng
rate of depreclatlon prescribed by R.C. S.,Orlssa and for
preparing ﬁlnan01al statement for I,T. return purpose by adetlng
a dlfferent rate of depreClat‘On as prescribed under I. T. Act.

it 1s,therefore, noew decided to adopt. an uniform
pattern of calculation of QQpreciation‘on diiﬁeréntftypes.of
assets which will be bengficial £o0r both Statutory audit under
0.C.8, Act. and preparation of ITT.retﬁrns. Accordingly in
éqpersession of previbus Circularxr instructions of'R;c S.,Orissé on
this score, the followxng ‘rate of depreciatlon on dlfferent

categorles of assets is now Prescribed,

1. Land. ' - No depreclatlonq

2. Building. ~ 10 %
(for office purQOce)
3. Building. - L 5y

(for residential
purpose) .

4. Furnhiture & Fixtures— f .15_%
Se Library. - - 20 %
6. Plant.& Machlinpery- 25 %
7. Plant & Machinery = 50 %

acgliired & installed

for weaving,processing

& garment sector of.
Textiles Industrles
purchased under Technology
upgradation Scheme of Govt.

8. Computer including

Computer Software - 60 %
9, Roller,Boiler. w - B0 %
10.Vehicle. - 20 %

{ Two Whegler Car,Jeep)
'11.Vehicle. - 40 %

{(Truck.Bus,heavy

Vehicle).

12,Purely temporary 100 %

grections such as
Wooden structur.

Note:= Building shall inhclude approach rOads,brldges,
Cllwverts, Wells, Tube Wells constructed ‘by the
Organlsatlon for 1t's oWl Use.
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J) The raté of dépreciation is to be charged On assets
from the date of acqguisition and not on the book valué at the

close of previous year. For example, a vehicle is purchased on
1.6.2003 at the cost Of Rsi3.0C L:zkhs. The rate of depreciation isg
20 %.S0, depreciation on this ascet as on 31.3.2004'w11} be,

R5. 3,000,000/~ _x 304 (days) x 20 . _ ¢, 49972.60
365 (days) % 100 or
. . Rs.49,973.00
2. ' On allowing depreciation on different assets as per -

above norm, the value of assets appearlng in the asset side of
Balanhce sheet will be gradually reduced.'It may s0 happen that
even if thg asset ‘is performing and in Worklng/Serv1ceablb_

.condltlon, it's value ‘will go down to abnormally low: level.

Therefore, since the asset exists and not categorised as bad asset/

__LOes asset due to non~functlon ng & un-usable- condltlon, it's

value should not be allowed to become "Zero" or very low. Therefore.

i1f any asaet is in worklng ‘and usable condition, no depregiation

‘15 to be charged for the last year in which the value may become

less than 25%¢% of purchase value & in such situation immediate
steps be taken for re-valuation of the concerned asqet through a
reglstered quallfied valuer. Thin revalued value OF thg asset is
to be reflected in the financ iz’ statemMernts and books of the
socieﬁy ahd Dn'this'dépreciat;«;'is to be charged at prescribed
at Rse 5 ‘1akhs.The rate of deprac! ation is 40%. S0 as on 31.3. 2004
the value after deprec:f_atlon will be Rse3. 00’ lakhs. on 31.3. 2005

For example, the . ¢y :by purchased a Truck on 1.4. 2003.

it will be Rse 1 s 80 lakhs after depreclatlon. T£ further depreclav

tion is allowed, the value of the Truck will go down to Rs.1.08
lakhs i.e. less than 25% of purchase value, as on 31.3. 2006.
So the Society should take steps to re-~valuye. thls asset in
2005—06 and on this re-valuation depreclatlon is to be charged
on this asset at prescribed raté of 40% whils assessing the value
as on 31.3.2006. | o ' '
While revaluing the assets,the dlﬁference betwcen the
book value before re-valuation and the value Of. asset after '
re-valuation is not o be taken as profit of the institution.
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It should be shown as "Revaluation of Asset ReserVe" under ouﬁéi
Reserves-in books Of accounts and the Balance Sheet and“note to
that ‘effect Kept in the "Note to Accounts" & also, mentloned
“below the Iine" in . the Balance Sheet. . - T

This Clrcular 1nstruct10n shall supersede all previous

Circulars on thisg Subject and shall have. lmmedlate effect.
‘ ‘ ' - ol
o Audltor General,
- ‘ Coop SOGletleSpOrlssa-
g (),
/Dt ,
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: ‘ Copy forwarded to Registrar of Coop.Socletlps.Orqu a/
Director of Textilés & Handlooms, Orissa/Dirsctor Of ALH., &V.S.,
Orissa/Director of Flsherles,Orl“sa/Dlrectmr of Handicrafts &
Cottage Industties,Orissa/Dirscror of Industries,Orissa/Director

- 0f Agriculture & Food Productions, Orissa for information and
Hecessary action. They are T.guisted to lnstruct their field -

- . '(-i/"’j o
Memo No, 2% 2

functlonerles to circulate t! i~ ‘ircular instruction to ithe Coou.
lnstltutions functlonlng ure. - relr local ﬁuthorlty.
A . * ‘ i . i
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) ,l~£' e CEEJ int Aunditor Gpneral of C.s5.(0),
Memo No, =0 ./Dt, 1 -5 n sy

Copy forwarded to Managlng Directors -of a?l Apex,. Coop.,
Institutions/Sectetaries of all Central Coop, Banks/Secretarlms of
all Urban Coop. Baliks for information ahd neceqsary action,

\- ; ~ fl i -| “......4--'-'""". 1 .-:~.
ey, LB Fo 1nr 3ud1+>r Gendrfal of &. 5. (0).
Memo No, .9 3| JUF s 5 i _
' “COpy. Forverd: o 8o all feet. A.G.C.8. of Circ les fOr

information. and . nacese

CUoelidn. Yhey are requested to C}rculate
this Clrcular amongst #‘w

Lnoanditors for thglr gu1danc
il's
] c I .)

JDlnt Auditor General 0f C.8. (o).

, | g e
Memo Noi < ¥ 3 2- /Dt b2eiz o 2. R . 9 |
_ Copy submitted to the Commiss'ioner-cum-Secretary to Jé%
Govt. of Orlesa,Cooperatlon Department for, Favaur of kind informa- '
tion. . i 3 4
b —"“”" el LI J {E‘

' e Joint Audltor Geheral of C.s.(0). :

2% 33Cc%o) , fenera ! >4,

Memo No. /bt, Ja B 2Ty ' 1

_ o Copy to G.F. /AldJ*—I Seat/All Auditors of Apex Coop DO
including C.as. /30 spare coLiz - P
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Joint Auditor General of c.5.(0) ¢

M. M/=6.5,2004. , ' ' o ¥
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