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INTRODUCTION

I, the Chairman, Committee on Public Accounts, having been authorised by
the Commitiee to present this Report, on their behalf present the 36th Report on
" Action Taken by Government on the Recommendations contained in the
 45th Report of the Committee on Public Accounts (2006-2008)

The Committee coﬂsidered and finaliSed this Report at the meeting hel
on 3-12-2018, o

| _ * V. D. SATHEESAN,
Thiruvananthapuram, ' : . Chairman,
3rd December, 2018. Committee on Public Accounts. -




REPORT

This Report deals with the Action Taken by Govemment on the
recommendations contained in the Forty Ninth Report of the. Committee
on Public Accounts (2006-2008). :

~ The 49th Report of the Commitiee on Public Accounts (2006-2008) was
.presented to the house on 17th March, 2008. This report contained ten
recommendations related to Co-Operation Department. The Government was
addressed on 29th March 2008 to furnish the Statements of Action Taken on the
 recommendations contained in'the Report and final reply from the government was

L received on 27-10-2017,

The Committee considered the Action Taken Statements in its meetings held
on 3-6-2015, 23-12-2015 & 13-12-2017 and decided not to pursue further action
on the recommendations in the light of the replies furnished by the government.
such recommendations and government replies are incorporated in this Report.

CO- OPERATION DEPARTMENT
. T . .
(Sl. No. 1, Para No. 13)

. The Committee comes to know that one of the reasons for the escalation in
alfrears of audit is due to the paucity of Staff and also finds there is.
no proportionate increase in staff corresponding to the increase in the number of
Co-operative Societies.

Action Taken

The Co-operation Department was re-organised in the year 1981 and since
 then the Department has been functi_oning in the structure and pattem so approved.
Over the years the Co-operative sector of the State developed sigpificantly which.
resulted more work load to the Department Staff. It is felt that a work study of the
Department - is necessary and the Centre for Management Development,

Thiravananthapuram, an autonomous Institution sponsored by the Government of
Kerala agreed to conduct the study at a cost of Rs. 9.78 lakhs and Government
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“have accorded administrative sanction for the release of Rs. 9.78 lakh
and the CMD was entrusted to conduct the work study ‘vide proceedings
© No. G(1) 22399/12(1) dated 13-12-2012. The CMD team have visited all District
Offices and it is expected that the report will be submitted very shortly.

To overcome the shortage of auditors the department is providing temporary
auditors in large Co-operatives such as Apex Federations, District Central
. Co-operative Banks, Urban Go-operative Banks, PCARD, and PACS, etc. These
exclusive auditors are posted under rule 156 PART I KSR for single institutions.
This system is managed with the concurrence of the respective Co-operatives
which are willing to bear the cost of the auditor. At present there are 1321
temporary audifors under different éategories of posts working in the Department.
‘This system help the audit wing to complete the audit of the co-operative banks
coming under the purview of the Banking Regulation Act 1949 (AACS) in time
without any backlog audit is appreciated by NABARD and Reserve Bank of India.

Most of the large co-operatives and apex federations ‘co-operating in
rendering the services of such auditors bearing the cost of audit and it help the -
government to perform the statutory audit without any financial commitment,
However in the long run this is not a perfect method to conduct the statutory audit.-
Since some of the institutions are reluctant or in poor financial condition to
bear the audit cost which is comparatively larger than audit fees fixed by
the government. - ' o '

 (SL No. 2; Pdra No, 14)

“The Committee is of opinion that the societies which are defunct should be
rejuvenated and measures should be taken to clear the pending arrears. The
Committee also recommends that if the paucity of Staff affected the entire process

- of work both the Department and the Government should find a reasonable remedy
to clear the audit arrears in the Department.




_ Action Taken
- Funds are provided for revitalisation of defunct SC/ST, Women Marketing
and Credit Co-operatives. under state plan during the current year. This year there
are 17727 audits to be completed by the Department. The staff strength of regular
auditors posted for unit auditing are 455. However the Department never gets the
- service of all auditors due to delay in recruitment, in service training , leave etc. If
the department is getting service of all the 455 auditors they can complete about
16500 audits per year as per the norms fixed, ie., three audits per capital per month.
“Unfortunately the department is getting only an average of 375 auditors for the
work and they are able to cover an average of 13500 audits per year that is a
shortage of 4200 audits per annum. Therefore eamest efforts of auditors to work
with higher targets enabled to bring down the arrears far below from the 30000 in
the period 2006-2008. " As on 1-4-2012 the total number of audits due is 34672
including arrears of which 17727 audit were complete. To clear the arrears a
special drive was conducted in PACS which is considered as a key sector in the
three-tier short term credit structure, During the drive the department was able to
clear 1283 audits out of 1489 and some of the districts such as Palakkad,
‘Wayanad and Kasaragod were able to touch cent percent in clearing arrears. As on
' 31- 8-2012 the arrear andit up to 2010-11 is only 14277.

B_emmmgndam
(S No. 3, Para No 15)

The Committee fmds that there is no correspondmg increase in the number of
audit staff even if the number of Societies are seen to have increased. Hence the -
Committee suggests that the department concerned convince the Finance
Department and get the proposal agreed without delay.

Action Taken
Department of Co-operauon require more auditors to’ perform eff1c1ent]y
without any backlog. It is expected that the problem can be solved by Legislation

to the 9th ameridment this will become mandatory to provide audltors SO as to
complete audit without any arrears.




Recommendation
(SL No. 4, Para No. 16)

The Committee observes that the- process of computerization in - the
.Co-operation Departmént is under way and recommmends that an early decision be
~ taken to replace with new system in the auwdit' wing of the Department
to avoid lagging. :

| A "cgjgg Takepn

The Proposal to computerize the process of audit wing has been taken up.
The proposal is to issue Audit Certificate generated by electronic system under the
plan scheme for the financial year 2012-13. In the first phase, this process is to be
imp]emented'it.l 16 taluk offices of 3 districts riamelyl Ernakulam, Kottayam and
Kannur and the Directorate. The t)rocess involves computerizétion of the Audit
Note and preparétion of audit certificate and to build up repository of Audit note
and other documents in phase 1, the process is to be extended to all the remaining
district in the 46 Taluk offices and 11 district offices, A discussion with C-DfI‘ has
aiready been held to draw up an action plan for preparation of a technical proposal
of Phase I and Phase II. They have already submitted the propoa;.al for Phase-I and
the samé is under consideration of the Government. It is understood that the same
was not cleared by the working gfoup due to shortage of plan funds. A master plan
and ro‘e;d-map covering the entire scope of computerization for the co-operatives.
are under consideration, _.The C-DIT has alfeady been entrusted to implement the
computerization in thé' audit wing By re-engineering of audit wing processes for
making it more efficient and effective and developing knowledge management
systems for ihstitutionalizing best practices elsewhere and it is under the écmtiny
of the Government, . | | N




Recommendation -
(Sl No: 5, Para No. 17)

The Committee opines that if the system is modernised, it would be easy to

link the societies with the office of Registrar of Co-operative Societies. - - -
* Action Taken |

It is informed that an amount of Rs. 15 lakhs was provided for the
modermsauon of the Department from 2003-04 onwards. An amount of Rs. 30 lakh
was provided durmg the year 2012-13. But in addition to the Department needs for
the current year the provision .is extended to Kerala State Co-operative Election
Commission, Co-operative Ombudsman, Co-operative Tribunal and Arbitration
~ Court. Besides the e;_&benditﬁre towards re-organisation of the Departmem has also
' to be met from this provision. The proposed amount for the modernisation of the
~ Department was not sufficient to meet requirements which is a big hindrance to
achieve the desired objective. It may also be noted that with the current provision
replacement of existing hardwares and maintenance only be possible.

In view of the above facts the department proposed for an outlay of
Rs. 500 lakh towards modernisation of the department for the year 2013-14. If this
amount is provided in 3 phases, net working, link between the Co-operatives and
computerisation in the audit wing can be implemented.

. .
" (SL No. 6, Pard No. 18)

‘The Commiittee leamns that the system of group audit in Co-operative
institutions in the state is not functioning effectively. Hence the Comm;ttee
recommends for the need of modermsmg the audit mechamsrn in the
" Co-operative Department in order to see the process of audit functioning in more




effective manner. The Committee finds that making an amendment in the relevant
Rules would be a necessity to ensure the effective functioning of the audit wing in
the Co-operation Department. Hence the Committee suggests that a special
Committee be constituted to study all aspects of audit of Co-operatwe Societies

and a comprehensive Audit Manual be prepared '

Action Taken

. Based on the recommendations and finding of the Committee, the Centre for
Management Development (CMD) was entrusted to study the amendment of Audit
Manual. The CMD submitted their proposal to amend the Audit Manual
incorporating the reqmred changes and adapting national standards in Co-operative

-audit. . Later, on the basis of the decision taken in the meeting held by the Secretary
. (Co-operation), the Director of Co-operative Audit has submitted a panel of
officers for constituting Working Group for the above purpose and Government,
vide G.O. (Rt.) No. 458/14/Co-op. Dated 11-8-2014, has constituted a ‘Working
Group consisting of 5 rp_ersons ‘to fumish report for the amendment of the
Co-operative Audit Manual within a period of six months.

Additional Information Soﬁght

The Cornmlttee enquired the current status of the amendment procedure of
Audlt Manual and to mforrn the details to the Commmee

Action Taken =
muan@eem @y’ 20miel eavmaymacol adl-galemanoireos ua'l«uacﬂuac&ua
_ gu%mmcgg]qo @gmﬂgqes m%go gmmamdl@mga Qiyammony) iidspayees
dlenjods’ 31-12-2016-07 qouotd qudesosics’ numraq;pmmamom«n CYUTLOSRORS
30-8-2016-001 .. (m:au.m) 460/2016/cunn.- () >0@0 SHBE TURDEBHDEMN ey

aomied meﬂ:gcasrnmm’imoqgg Qidalatss’ Qaf odMiTueaguslaflyordoend gmmo!
rqosangn.ﬂ.ﬂlgsrﬁ’ (Annexure)




Recommedation
(Sl. No. 6, Para No. 19)

/Rggarc_ﬁng the arrear of audit fee and cost realisable from the various
Co-operative Institutions, the Committee wants more details on the subject. The
Committee urges the Department to furnish the current details of the arrears in the
Audit fee and cost to be realised from the Co-operative Institutioﬁs.

Action Taken
An amount of Rs. 10,53 crore was in arrear towards audit fees as on
31-3-2012 and an amount of Rs. 40.51 lakh was in arrear towards audit cost as on

31-3-2012. It may be noted that circular direction has been issued to collect all

government dues including arrear audit fees and to keep necessary registers,

A major p’orﬁon of the arrear audit fees are related to Co-operatives under the
control of functional Regiétrai‘s. The Audit Review committee meeting was
Cbnv_ened recently in the diét;'icts chaired by the District Coilec'torrto review the
situation. Revenue Recovery Proceedings are also initiated to recover fhe dues.

It is assured ail 'st'e'ps will be taken to reduce the arrear in audit fees.
Recommendation
(Sl. No. 8, Para No. 28)

The Comimittee finds that about 77% of the total arrears of revenue collection
s due from the Institutions like Kerala State Marketing Federation, Kera Karshaka
Federation and Kerala State Co-oﬁezative Consumer Federation. In the éase of
Marketil-lg' Federation Government had converted Rs. 20 crores as equity and
waived Rs. 7 crore as penal interest. But in the case of Consumer Federation no

such move has seemed taken. It is informed that package was under consideration




for favourable action to the Consumer Federation. The Committee suggest that the
package under consideration for favourable action in the case of Consumer

Federation be implemented at the earliest.

Aémn;fhlgeg

Even though the Registrar of Co-operative Societies has submitted proposal o

in respect of Kerala State Co-operative Consumer's federation (Consumerfed) for

the conversion of Rs. 2566.06 lakh (loan outstanding as on 31-3-2009) into share
capital and to write off Rs. 1287.38 lakh being interest and penal interest payable

to Government, the Finance Department has raised objection in adhering

to the request.
R Jation
(SL No. 9, Para No. 29)

Dissatisfied by the reply regarding Para 7.5.11, the Committee view it so
serious and comments it as breaching the time limit as per the Public Accounts Act.

Hence the Committee wo_uid like to see a final settlement to the issue.

. Action Tal

The observation of the C & AG in para 7.5.11 is that Kottayam, Palakkad and

Pathanamthitta District Co-operative banks short remitted interest of Rs. 3.30 crore
on loan aggregating Rs. 8.37 crore. disbursed to primary co-operatives during the
period from 1988-1989 to 2001-2002 under ICDP scheme,

In order to settle the issue, a meeting of the DCB officials was canvened on
5-6-2014. In the meeting the DCB officials pointed out that the failure of
marketing, SC/ST and Consumer Co-operatives have attributed to the short

remittance,

-3



But as per guidelines of the ICDP scheme, the DCBs, being the implementing
'agéncy, responsibility of recovery of loan with interest js vested with them.
This was brought to their netice and dlrected to take possnble steps to remit the
interest payable

The Kottayam District Co-operatlve Bank has remitted Rs. 1,81,50,966 in
Government vide Chelan No. 99 on 18-11-14 being interest on ICDP loan
mentioned in the report of C & AG.

The Pathanamthltta and Palakkad District Co—operatlve banks have remltted
. the full amount of interest (observed by Accountant General) in ICDP scheme. The
balance amount to be paid by the above two banks are Nil.

~ The. DCB Kottayam. has remitted the amount rEported by the Accountant -

General and the share, loan, interest amounts are not fully remitted by the

Kottayam District Co—operanve Bank Steps have been initiated to recover the
pending amount.

As pointed out in the Report the amount due in terms of interest has been
_ remitted by the three District Co-operative Banks to Government. Remittance
particulars of Pathanamthitta District Co-operative Bank & Palakkad District
Co-operative Bank are given below:

Name of Bank Interest amount due . Amount Balance
(observed by Accountant | . remitted by Amount
. General) as on 31-3-2002 . Bank '
Pathanamthitta District 11985798 | 1,19,85,798 Nil
Co-operative Bank ‘
Palakkad District 28,93,140 2893140 |  Nil
Co-operative Bank | '
Kottayam Distrit | - 1,81,50,966 - 1.81,50,966 | Nil
'Co-operative Bank : N 1
Total - N 3,30,29,904 ~ 3,30,29,904

89/2019.
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* Details regarding the first phase in ICDP Scheme as on 31-5-2015

District District ‘ District
Co-operative Bank | Co-operative Bank | Co-operative Bank
(Pathanamthitta) |  (Kottayam) ~ (Palakkad)
Loanamount |  5;03,27,250 2,87,58,510 1,33,15,650
Sanctioned ' '
Remitted by Bank | - 5,03,27,250 2,07,70,393 1,33,15,650
BalanceAmount | Nil 79,88,117 Nil
Share amount 7,83,92,800 4,61,18,250 3,11,21,300
sanctioned ' ‘ . T ‘ |
| Remitted by Bank 7,83,92,800 2,81,00,910 3,11,21,300
Balance amount | - Nil -0 | 1,80,17,3807 Nil
eerest . | 2,51,72,620 | 65904075 | 1,710,467
" Remitted by Bank | = 2,51,72,620 36417,628 |  1,71,10,467
Balance Amount : Nilr _ 2,9'4,86,447 : Nil
Recommendation

(Sl. No. 10, Para No. 30) '

- The Committee understands that total turn over of the Co-operation

Department is about Rs. 40,000 crores and also wishes to have a separate
‘Directorate for monitoring the system.  Hence the Committee strongly
recommends that Government take immiediate steps to constitute a viable system

for the audit of the Co;operative Societi_es.

Y
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Since the formation of Directorate of Co-operative Audit all possible
measures are being taken to improve the audit'Co-operatives in quality as well as
quantity. Monitoring of audit progress strictly is watched from circles to state level
in every month. Separate review conference is conducting at state level for apex
co-operatives and Central Co-operatives, New training programme are designated
for new auditors for proper induction in the Department. The present auditors are

.introduced to the new modern systems to professnonahze their career and improve
the quality of Audit. '

R V. D. SATHEESAN,
- Thiruvananthapuram, S " Chairman,
3rd December, 2018. Committee on Public Accounts.
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