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All Aesistant-auditor General of
Cooperative. SOCletleq Of Circles.

Subs Audit suggestione tor recovery
) . and_surcharge_action.

Sir, .

It is obge:ved that the Auditors are suggesting
recovery of illegal Payments from Officerg or Offic
without quoting the provieion of the 0.C.S.Act

@ bearers

‘.Rule Or Bye-lszws
pfthe Soclety which has been violated and for which they(auditors
consider it as i1llegal.This is likely to cause prODlem for the

surchargm duthorltlb s LOr guick disposal of proceedlngq ahd may
also lnvlte 1nteerntlon Of competent Tribunal/Court even before
dispogal of such erCEUClng. 8ince Szction 67 Of O+C.5.4Act.
prov;dgs that paymsnts made contrary to the provlqlonq of thlq
Act.,Rule and, Bye-laws of th. Society shall oe recovered ahd
replenighed tothe Society, the Auditor ig Doand ho_quote the
provision of O.C:S.act.,Rule or the Bye~laws violated by the
Officers or Office Dearaers concerned held liable by the Audltor.
This will help the Offlcgr Or Office bearer to defend hlmSPJf and
the surcharge authorlty to tﬁke quick dec;slon. Qayments Made in
violation of provisions of otner laws will not-attract_scope DEf
Section 67 of 0.C.s.Act.. S0, Auditors may suggest for_disciplinary
action, inthst case .
2. The Auditors must vear in mind that in gll cases
where they are suggastinG,IGCOVﬁry in terms of mone 2y Or property
belonging to the SOCiety, they are recommending for depriving tho
Offlcers or Office bearers held so liable of their right to
prOperty tothe extent of recovery suggested. Therefore, as per the
principles of natural Justice, they (Pe;sons held ligble)mast be
served with half-margin M2WO, Or summons, servica of sdmmonq muist
be sufficient,they must be h;ard in Persons if they so rhquest and
thelr statements must be recorded, If their explanation or plea
does not appear conv;nczng th Auditor concermed may quggeqt for
rECDVGr§ giving éd eglate justification in support of the .sugges-
tion and categorically indigating in the report that hplf—margln
mcmo/bummon was lssued to the person held lisgble vo explain his
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stand,and the responsibility was fixed as he-did not r¢sp0ﬁd or -
his explanation was not Toun satisfactory. Slnce service of hh.
sammons to present Chief mx.\.b1Ve or prespnt anaqem 2nt on beha |
of the llabld persons is no: “ufflcl nt beerce, aummonq/h 1f 5%?
_mﬂrGln lemos should be gerv:.' 5n thL llable peroons anu thﬁ

service should be as per 0.C. . Kule 150 (3) . &
3. “ Th@r are Mehy ! cances in Audlt'Reports and .
Spoeaig l Audit Reports where o the Auditors haVe Sudgostmd €
‘ recovery of 1rregular loans +wi sAvanca e fromth Offln«r/Of icerl
'or Office bearers who have 8. dlLunLd Dr dlqbursmd logns :in e

violation of sOme Kules of Bqunccs or because thasm are adVanc¢t
without Proper documerta tlon Such advice £or récoveries are
'lngally untmnable and . tdtallv errineous,; . i€ it is proved that
the 1oan has been. received Ly ‘thﬂ=135nee ahd since zn;%héf ¢ase
h? l" legally bound to refund Jt with 'interest. He can qot e CH
exonerdt () °f the llablllty Jbe cau 2.0f ‘sOme dOGumenLatlan lapses €
lqr ”DH“ObserVa“C“ of rules of busing ess or directions of manage- (.
mgnt For such omidsion or! regligdnce "or dis ~Obedience, managemsnt €
May be askgd £o'diecipline tham, -But if mohey will b*'s&rchargAd
£xom Lhc-arrant offibers . nd re 2plenishedito the SDclety,thﬂn the "
lﬁance will escape w1thgu1 fefuhfiing the loan with interest, ¢
SQCTbty can not lnitiates @gpl action ‘against the loance because ©
it cam not regover. one laan. twize. Thereforp,lf the Auditors £finaC
that - Certdln doan aceounts h:ive become hlghly risky due £ abschel
L 2f certain vital dccuments, o0 they may suggest for dispiplinarg:
k action agJant those who havc.:uﬂanced”and‘legal actiosn under
jSegtlon 68 of O.C.5. Act.agd .-t the Ioanee and/or adwvise tha’
;Sbcietg_tc i@piead_the"eirana fficers or office bearers respon-

apprisal records as additiona’ O.P. alongwith the loan.-us and the &

sible for giving such loan wh lob ebpeared Lo go bad frorh the

sureties. But if the Aadicors fimwd that after- exhauqtlng all ’ .
possible lecal steps alongwity persunssion the loan rmmqlned
totally or partly un-recoversd, -hen. he may suggest for. rezovery
- of thisg amaunt from, the pPers. e whd made that bad financas.
Auditors may also suggest regivery of fake iOans»Df fotlse,
subject to sufficlent proof. fromthe Offlcers or Office bearers
liable . Bven if a dispute filed £.r re05Vefy Of a loan is
~dlsmissed due to documental,isn lapses,then also the auditors may

[
suggest £0rxr recovery of tha samuzfroﬂkhose'who financed it.
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-4:4 i AnOtheI anmple ls CErtaln Caseq’where audlLDr j:(—“l.':hlh

that S0ae Officer or Offlce bearer ljurchaqed 1and at a cost, much

More that reasonable or prevailing rate andhe 1ntands to fix

responsibility. In such case the loss acerued to thL SDClmty in

such land transaction has to be calculated taklng into account
the purchase cost, interest pald on borrowed unds uqed for
pPurchase, till disposal and sale proceads etc.before flxlnj the
guantum of loss.There May be a situation whmre the lana bas
purchaged at a much hivher rate, but due to apprec1atlon of

land~cost, thers May not be a loss. Even in such case, loesg at the
time Of purchase should be assessed verj'carefully,whlch .should
stand the test of law. :

5 In all other dases of recovcry comlng w1thln the
scOpe Of Se ction 67 of O0.C.38.Act. like recOVLry of paynentq made
in CJﬂtraVenthH of_thL provisions of 0. C. S Act.,Rulp and the

. Bye—-laws of the Socie 2ty or de flclgncy caqud in the aesctq Oof the

5001 ty by breach of trust or ne gligence Of duty or oth r-w1qe

i
" Or mis-agppropriated amounts or fraudulgntly r:talned mopgy or

other property of the Society, the: cauditor shoaid ask’ the Chigf~
Executive and Mnnag Wment to take both Crlmlnal And civil action
to recover the same w1th1n particular dbad 1lnﬁ to be fixad by

the Auditor and, advise Duxc aud it to comment on its compliance

It the Chiaf bxecutle ahd Mgnag&mpnt do Aot take any acticn on

the Audit suggestion, than the next Auditor should Make them
liable for their lapses/ommissions alongwlth thg'OffiLers or
Officers held liabls for the recovery in the prwvlouq Aud it Report,

Surcharge action ghould always be the last resort but hot the

first.There is cnb_chLptlon of coursae,that whean thu prbsent
Chief Bxecutive orltnp present. MaNagement ar; foumﬂllablg for the
recovery,they are likely to avoid legal wctlon against themselves.
In some other casessths soclety mlght not be having funds to
deposit- Court fee ete,: In sdch cases suo motu surchsrge action
should be recommend.d alongwith a IeqUaest to the R.C.S.,0risgsa

£tQ remove the Chizf quCdt7ve and the munagbment ao that pProducw
tion of records would not be a problem.: o

6. - Section 28(1)(a){(vi) of 0.C.S5.Act.,provides that
"the. Commi ttae shall exercise the power to enforce any debt or
demand ,of the Sociesty and institute defend or compromigg legal

+
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Proceedings £or eor against th- .0 laty". Thug whehever. a reey

is suygested either By Aulit or by Tnspectionn, a Qcm;nﬁ of th:*

'Society ls created and th: zhaczment should ba glvaﬂ chahce to
do its duty. If the Audlt auth3r1t;ee volunteer to do thaeir iuty
aind take QVur the rcqpon 1ollLfy to enfoyds. rﬁcovbry by exercise
of 'thelr powers thoen very valuﬁalh audit mandays ara lost whan
huge numbers of ycars of auJit is pendifg for digposal. The

aud it start Shgaged 1n F)foJ'lhq and dlsposal of surcharg“
procesdings cah rather De UuillSLd ‘to Lmprove gudit wark and to
<arn morve rhVUnuc for -Govey gn. nt igthe form of audit feg, and
devote more time t@ ensurg r\@&liancg Of audit reports by
SOCletleb concgrhgd. '

7o Inthe_paag, tes mach of alaerity mwd activism in
SUb motu surchare., pocfoh h";; baen avinceed with the Objective
of cdurse to bring abbgt financlal disaipline in the Cooperative
Socicties,and lthougu that has yielded good results,lt should be
borne in mind that EQQtOratl 51 digedpling in a SDCluty is
primarily the r pﬂnslblllt~'0f atministrativea auﬁhcrities and
not of audit., Ovar enghusisen of s0Me audit authogities has ba
mnswunJerstood at timps. S 0. the surcharging authorities area
behaving like “aourts neg @Iriawardfng Punishments withsat zuch
Pawers., It sen's wrong sig.nels toall guarters and vy Oha is
na;'writing to audit authurities to initiate surchara.a procweed ings
wheh they are adequately oav-owerod €5 deal with the Pproblem,
Therefoxy suo motu surchzrg.: action zhould be sparlngly rasnrteg
£o, The Management of the Soclety should b- left to dacide whe theyr
to file dispute or file spplication for surcharge action and only
wheh, they apyear 3 be zvoi’in, such action deliberately, then
auwiit ghould start Intgiating surcharge action.

3, _ Copy of most o thé surcharge corders communicated
to..thig Dlrﬁctorate ars fouw: 9 be non-speaking ones. In gome
cases Lt 1ls belng observed bt Pregonceived decisions arg, Passad
not follouing tls .anglysis civen by thg surcharge authority,

In few cases it 1g .ewn the ' thg Surcharging authority ig

Passing ordey impoging finc on the surchargeg which is not
within his powers, Sinece oro.rvo shpuld not only he juszt but ghoul
2alad appesr just,it is impre e apon all surchaxge au:horicies
LD pass orders guoting the law é}ﬂ Circular bxovisians supporting

the orderg ahd the fingl decleicn/order should be strongly
jJustified inthe body 2f the

¢ Jud Joment precdeading the crdar/deoi-
G100,

C@ntﬂ}g-...Ba.o-e

ol
olf

~

™y

Yy
bt

P

D e O

D O g 00

™

e e Sl LN SN & 3




o

9

81

1”

£

c
€
C
4
€
¢
€
;: .
€
C
-
C

™ e o

-5y
9. Lastly,it has been brought +to my notlce that some
surcharge authoritics are exonerating the office boarers or
Officers oF the cherge and are surcharging somsz other Officer or
Office hesrer whom they fin& liable during the csurse of hearing
Of surcharge proceeding. But this is not legally acceptable.
If they £ound that the persons fixed by Audit are not liable they
May exonerate them but can nut hakm any other Officer or Offlcb
bearer liable without impleading him/them and giving hlﬁ/them a
chance to defend . '

If any of the instructizng contained in »hls Circular
conflicte with any instruction issued sarlier,then this Circular~
guidelines would preva ail. In ease any other clarification & folt
nacessarys the surchqrglng authorltl may feal free to uch
further clarificatiosns.

The contents of this Cilrcular guideline should be
circulated to all saaccs/auditors under the directorate.

"'5‘ ,_/'{"/"i i
A it 31:' G(én@rﬁly
P , Coup.Sogieties,Orissa.
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Copy furw arded tos Joint Secr:tary t= Govt Jf Orissas

v l] . . . Py . ; Sl S o f
Pl f"é‘ L r Audltor Jencra Df C-\J- \.O)I
Memo No. o /Dt. ,r’/ S wonE ~
Cupy tu S+A.A.G.C.5.,Central Audit/Audit-I/P.a. to

CD?peratl‘P Daepartme nt Eox informﬂt1>n.

AeG.C. 3. (Orissa)/Stend to Deputy 1.G.C.5.(0) f£or informationn.
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