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Sub: Compliance on defects pointed out in audit report, initiation and disposal
of Surcharge Proceeding and Execution Proceeding thereofl and holding of

Triangular Commitiee Meeting,

Audit is an important mechanism for ensuring accountability in the Co-operative
Qocieties. It should be effectively used foff to detect irregularities, illegalities,
misappropriation fraud etc. committed by the management and/or the erring employees
of the Co-operative Societies. The findings of these reports give rise to rcasonable
suspicion of wrongdoing and such reports should be communicated and complied to, in

time, as per the provisions of Acts & Rules.
It has come to the notice of the Government that audits are not conducted timely

and appropriate action on such audit reports is not being taken in a timely manner.
Therefore, there is a need for reiterating the statutory provisions relating to audit and

strenpthening the monitoring mechanism.

1. As envisaged under Rule — 58 A (2) of O.C.S. Rules, 1965, the A.G.C.5. shall
communicate copics of Audil Report containing Financial Statements duly Certified by |
him io the Socicty, the Financing bank to which it is affiliated and the R.C.S. or the

person excreising the powers of the R.C.5. in respect of the society as the case may be.
On receipt of the audit report, the committee of the society shall consider and

furnish compliance there to in the format prescribed vide Circular No. 6079 dated
29,02.2002 of AGCS, Odisha, to the AGCS/AAGCS as prescribed under Rule 58
(A)3) of OCS Rules 1965 within one mn:mﬂ]"ﬁn-m the date of receipt of the same or
such further time as may be allowed by the AGCS/AAGCS and on its failure to furnish

such compliance, the AGCS/AAGCS may place a requisition for taking action under
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the Act/Rule /Bye laws as he may deem proper with the R.C.8. or the person exeicising

the powers of RUS.
On receipl of such requisition, the RCS shall take such action as may be required

thercin and admissible for him under the Act/Rule which shall not be called in quastion

by the RES, as provided under Rule 58 A (4) of OCS Rules 1963.

On the other hand, the AAGCS has to maintain one Audit Compliance Register

and ensure recording of objection paras for each society in the manner prescribed by the

' - 9.2011,

It is observed that the socicties are either not fumishing or submitting
ties are being commitied

perfunctory compliance, as a result, the defects and irregulari

year after year. It is therefore directed that on receipt of the compliance the AAGCS

shall examine the compliance on each para, if found satisfactory, drop the same or call

for further compliance, if it is found inadequate. The result of such examination of paras

shall be communicated by the AAGCS to the society concemned. This should also be

reviewed in the bimonthly Triangular Committee meeting.

If the society does not submit compliance within the time frame, requisitions
shall be placed by the AGCS/AAGCS with the RCS or the person exercising the powers
of the RCS in respect of the society for taking action under the Act/Rule/Bye laws as he

may deem proper.

2, As provided U/S-67 of OCS Act, 1962, Surcharge proceeding can be initiated on
the basis of Audit/Enquiry/Inspection/Liquidator’s Report, if it is found that any
officer/Office bearerfemployee of the society has made any paymeni contrary to the
Act/Rule/Byelaws or has caused any deficiency to the Assets of the society by breach of
trust wilfull negligence or othcrwise misappropriated, fraudulently _r::taine.d any rmoney

" or property of the society , the AGCS or the person authorised in that behalf, on his own

muotion or on application of a liquidator/the committec-or any creditor and dispose of

the same in the manner prescribed.
It is therefore, mandatory that the RCS or person exercising the powers of RCS

shall cause inspection of every Cooperative Society at least once in each Cooperative

to the society/ financing bank/AGCS/AAGCS

year and communicate Copy thereof
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within one month frion the dete of commencement of such inspechion as provided 1175
64 (1) ol OCS Act, 1962
| When an enguiry U/B-65 of the Act 13 :'.unr.i_uuted by the RCS or the person
exercising the powers of RCS, the copies o4 such inquiry report shall be communicate.
o the AGCS/AAGCS under Sub section 4(h) of Section 65 of OCS Act 1962,
Since Surcharge Proceeding can be initiated on the basis of the Liguidator’s

rei:n}rt it is therefore mandatory that the liguidator shali submit copy of his report to the

AGCS for taking surcharge action, if any.
son_authorised on that behalf on receipt of Inspection/

i 1 g

Enquiry/Liquidator’s Report and Audit Report issued by him shall initiate surcharge
proceedings on the basis of such report after one month, if the amount is not recovered

or the case is not filed with him and dispose of in the manner prescribed.

Therefore, it is directed that
The copies of such orders of surcharge shall be communicated to the parties,

i)
the principal officer and the financing bank by the AGCS/AAGCS.

(ii)  On receipt of the order, the society shall file EP case with the Pri ncipal Officer
within one month.

(iii}  The Principal Officer on receipt of the application shall execute the order in the

manner prescribed.
(iv)  After execution, the status of recovery of the amount shall be intimated by the

Principal Officer to the AGCS or the AAGCS and the society as the case may

be. :
(v)  The society shall file further compliance for dropping of the para to this effect

which shall be considered by the AGCS/AAGCS in the manner prescribed,
In the event of the society not filing EP cases, the AGCS/AAGCS shall place

(vi)
request before the RCS/ARCS under Rule 58 A(3) for taking action against the
society for non compliance of this objection para,

(vii) On receipt of the requisition, the RCS or the person exercising the power of the

RCS in respect of that society shall act up on the requisition of the
AGCS/AAGCS as the case may be within one month of the receipt of the

same.
(viti) Ifthe amount is recovered by the society after receipt of Surcharge Order or the

Execution Proceeding, compliance to this effect shall be submitted to the

AGCS/AAGCS, who in turn shall drop the para,
The status and follow up action on surcharge proceedings and EP cases shall be

(ix)
reviewed in the bimonthly TC Meeting,
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The information on initiation wnd disposal of surcharge and B presvribed pere
will he uploaded by the AAGCS/ARL. The AAGCS shall il up From column
& 22 (except column 11} and eolumn no 11 & 18 wo 24 shall be fiilled
The data {or each month should be uploaded by j5®

()

no § 1a 17
up by the ARCS concerned.
of succeeding month. A computerised monitoving system is being put in place
within one month_containing information_in the format enclosed. The data so

l\u—piuadﬁi';ha_i-l-be accescible to the Principal Officer /AAGCS and the DRCS n

respect of his circle/ Division and the data for the entire state by the Principal
Secretary to  Government in Cooperation Department, AGCS, Odisha and RCS,

L Odisha.
These issues pertaining to audit, meetings of TC, compliance, surcharge orders,

(1)
execution proceedings and other related maEr it s be revicwedatrteast——

once in a quarter at the state level by RCS and AGCS jointly. AGCS shall be the
convenet of this meeting which will be chaired by the RCS.

3 The Triangular Committee at the Division level was constituted under the
chairmanship of divisional DRCS vide Circular No 46033 dated 26.11.1980 aof RCS,
Odisha to review the rectification of Audit defects pointed out in the Audit Report.
Subsequently the AGCS, Odisha vide Circular No. 2601 dated 05.05.2004 prescribed
that Triangular Committee meeting should discuss the following matters:-

Review on audit progress with emphasis of audit of pricrity societies and equal

weightage to be accorded to different Directorates.
Non-availability of records of audil. Steps for reconstruction of records search

and seizure of missing records etc 1o be discussed with the representatives of

different Directorates.
3. Non-maintenance and non production of records for audit.

4.  Special audit where misappropriation is suspecled.
5. Receipt of inspection and enquiry reports of societies from Administrative

Authorities for initiation of surcharge proceedings.
6. Collection of andit fees.

Receipt of compliance report on
of OCS Rule 1965. No of audit reports sent (o societies, no of compliance reports

received during the period beiween two meetings, progress positions from

audit findings under the meaning of Rule 58 A

beginning of the year.
8. Any other matter relating to audit.
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