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. INTRODUCTION

I, the Chairman, Committee on public Accounts, having been authdsed by
the Committee to present this ReporL on their behalf present the 36th Report on
Action lbken by Govemment on the Recommendations contained in the
49th Report of the Commitree on public Accounts (2006_2008)

The Committee considered and finalised this Repon at the meeting held
on 3-12-2018.

Thiruvananthapuram,

3rd December, 2019.

V. D. SATHEESAN,

Chairman,
Committee on Public Accouns.



REPORT

This Repon deals with the Action Tbken by Govemment on the

recommendations contained in the Forty Ninth Report of the ' Commitree

on Public Accounts (2006-2008).

The 49th R€port of the Committee 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 Govemment was

addressed on 29th March 2008 to furnish the Statements of Action Thken on the

recomrnendations contained in the Report and final reply from ihe govemment was

rcceived on 27-10-2017.

The Committee considered the Acti.on Thken Statements in its meetings held

on 3-6-2015, 23-12-2015 & 13-f2-2077 and decided not to pursue further action

oir the recommendatioirs in the light of the replies furnished by the govemment.

Such recommendations and government rePlies are incorporated in this RePort'

CO. OPERATION DEPARIMENT

Recolonendatiotr

(SL No. 1, Para No. 13)

The Committee comes to know that one of the reasons for the escalation in

anears of audit is due to the Paucity of Staff and also finds .&ere is

no proportionate increase in staff corresponding to the increase in the number of

Co-operative Societies.

Action Tbken

The Co-operation Department was re-organised in the year 1981 and since

then the Depanment has been functioning in the structue and pattem so approved' '

Over the yean the Co-operative sector of the State develoPed significandy which

resulted more work toad to the DePartment Staff. It is felt that a work study of the

Depfiment is necessary and the Centr€ for Management Development'

Thinvananthapuam, an autonomous Imtitution sponsored by the Government of

Kerala agreed to conduct the study at a cost of Rs. 9'78 lakhs and Govemment
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have accorded administrative sanction for the release of Rs. 9.7g lakh
and the CMD was entrusted to conduct the work study vide proceedings
No. G(1) 22399/12(I) dated 13-12-2012. The CMD team have visited all District
Offices and it is €xpected that the report will be submitted very short-ly.

To overcome the shortage of auditoE the ilepartment is providng emporary
auditors in large Co-operatives such as Apex Federations, District Centrai
Co-operative Bank, Urban Co-operative Bank, 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 rcspective Co_operatives
which are willing to bear the cost of the auditor. At present there ar€ l32t
temporary auditors under different categories 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
govemment to perform the statutory audit without any financial commitment.
However in the long run thts is not a perfect method to tonduct rhe 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 govemment.

. Recommendation

. (SI. No. 2, paia No. 14)

The committee is of opinion that the societies which are defunct shourd be
rejuvenated and measures should be taken to clear the pending arrears. The
Committee also recommends that if lhe paucity of Staff affeqted thJentire process
of work both the Departmnt and the Government should find a reasonable remedy
to clear the audit arrears in the Depanmenl



Action Thken

Funds are provided for revitalisation ol defunct SC/SI Women Marketing

and Crddit Co-operatives under state plan dr.uing the cunent year. This year there

are 17727 audits to be completed by the Department. The staff strength of r€gular

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 departnent is getting service df dl the.455 auditon they can complete about

16500 audits per year as per the norms fixed, ie., three audits per capital per morth.

Unfonunately the depafiment 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 tle arears far below from the 30000 in
the period 2006-2008. As on 1-zl-2012 the total number of audits due is 34672

including anears oI 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

thr€e tier short term credit structue. During the drive the depanment was able to

clear 1283 audits out of 1,189 and some of the disticts such as Palakkad,

Wayanad and Kasaragod were able o touch cent percent in clearing arrears. As on

31-8-2012 the anear audit up to 2010-11 is only 14277,

Recommendation

(SI. No. 3,'Para No, 15)

The Cornmittee finds that there is no corresponding increase in the number of

audit staff even if the number of Societigs are seen to have increased. Hence the

Committe€ suggests that the deparEnent concemed convince the Finance

Depaiment and get the proposal agreed without delay.

Action Thken

Departmint of Co-operation require more auditors to perfofln efficiently

without any backlog. It is exPected that the problem csn be solved by Legislation

to the gth ameidment this will become mandatory to prcvide auditors so as to

conplete audit without any alrears.
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Recommendation 
l

(Sl. No. 4, para No. 16)

The Committee observis that the process of computerization in the
Co-operation Deparfirent is under way and rccommends that an early decision be
taken to replace with new system in the audit wing of thb Department
to avoid lagging.

. Action Taken

. The Ploposal to computerize the process of audit wing has been taken up.
The proposal is to issue Audit Certificate generated by elecEonic system under the
plan scheme for the financial year 2012_13. In the first pliase, this process is to be
implemented in 16 taluk offices of 3 distdcts namely Ernakulam, Kottayam and
Kannur and the Directorate. The process involves cohputerization of the Audit
Note and preparation of audit cenificate and to build up reposjtory of Audit note
and other documents in phase II, the process is to Uu eneoaua ;; ;.;;;;;
dishict. in the z16 Taluk offices and U district offices. A discussior with C_DIT has
already been held to draw up an action plan for prparation of a technical poposal
of Phase I and phase II. They have already submifted the proposal for phase-l and
the same is under consideradon of the Govemmenl It is understood that *le same
was not cleared by the working group due to shonage of plan funds. A master plan
and road-map covering the enure scope of computerization for the co-operatrves
are under consideration. The C_DIT has already been entrusted to implement lhe

;Tl,*ffi"J:"n:-::T*lJ:::i:::ffJil:,",H:'ffffi I:
systems for institutionalizing best practices elsewhere and it is under the scrutiny
of the Govemment



Recommendation

(Sl. No: 5, Paro No. 17)

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

link the societies with the office of Registrar of Co-operadve Societies.

Action Tbken

It is informed that an amount of Rs. 15 lakhs was provided for the

modemisation of the DeparErent from 2003-04 onwalds. An amount of Rs.30 lakh

was provided during the year 2012-13. But in addition to the DePartment needs for

the current year the provision is extended to Kerata State Co-operative Election

CommissiorL Co-opemtive Ombudsman, Co-operative Ttibunal and Arbiuation

Coun. Besides the expenditue towards re-organiqtion ofthe DePartment has also

to be met from this pmvision. The proposed amount for the modemisation of the

Department was not sufficient to meet requiremens which is a big hin&ance to

achieve the desired objective. It may also be noted that with the curent provision

replacement of existing hardwares and maintenance only be possible.

In view of the above facts the departrnent Proposed for an ouday of

Rs. 500 lakh towards modemisation of the depanment for the year 2013-14. If this

amount is provided in 3 phases, net work.ing, link between th€ Co-oPeratives and

computerisation in the audit wihg can be implemented.

Recommendation

(SL No. 6, Pora No. 18)

The Comniittee leams that the system of group audit in Co-op€rative

institutions in the state is not functioning effectivefY. Hence the Committee

recommends for the need of modemising the audit mechanism irr the

Co-operative Departnent in order to see the pmcess of audit functioning in more
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effectiv€ 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-operative Societies

and a cornprehensive Audit Manual be prepared.

Action Thken

Based on the recommendations and finding of the Committee, the Centle for
Management Development (CMD) was entrusted to study the amendment of Audit
Manual. The CMD submitted their proposal to amend the Audir Manual
incorporating the required changes and adapting national standards in Co_operative
audit. . Later, on the basis of the decision taken ih the me€ting held by the Secretary
(Co-operation), the Director of Cc.operative Audit has submitted a panel of
officers for constituting Working Group for th€ above purpose and Govemment,
vide G.O. (Rt.) No. 458/14lCo-op. Dated 77-g-2O74, has constituted a Wbrking
Group consisting of 5 persons to fumish report lor the amendment of the
Co-operative Audit Manual within d period of six months.

Additional Information Sought

The Committee enquired the current status of the amendment procedure of
Audit Manual and to inform the details to the Committee.

Action. Taken

mJno6@Gm 6Dalt0' ac(rxd acelo(BfilrDocojl nroLgolarmrolcogp @1dc6sb6ud
go0o6cgEil4. erEnrJlggos qlo(oeraeb gororocrndkoronq. o4aoocoll ofl,iqmar4C€e
cilcgcr0g 31-12-2016-rn" qnuctoll rnldocolnl riuordqlicodnocoemc) o4crrcrulrxDroos

30-8-2016-oei mr.g. (m.rcoc.) 2160/2016/m:oo.-gac(oo c6oe au"oaosrn cDnrrC
oorn,Jcfl o.rol.goemorollmcqgg ofa6Lut Ed .gro:mr""erdldl4oecdnd eGr')(ool
.Uoo.lioilChsrd. (Annexure).



Recommedation

(Sl. No. 6, paro No. 19)

Regarding the amar of audit fee and cost realisable from the various

Co-operative lnstitutions, the Committee wants more details on th€ subject. The
Committee urges the Department to fumish the curent details of the arreaF in the

Audit fee and cost to be realised from the Co-operative Institutions.

Action Thken

An amount of Rs. 10.53 crort was in anear towards audit fees as on

31-3-2012 and an amount of Rs. 40.51 lakh was in arrear towards audit cost as on

3l-3-2012. It may be noted that circular direction has beeh issued to collecr aU

govemment dues including anear audit fees and to keep necessary registers.

A major portion of the arrear audit fees are related to Co-oDeratives under the

control of fiurctional Registars. The Audit Reviei committee meedng was

convened rccently in the districts chaired by the Disrict Collector to rcview the

situation. Revenue Recovery Proceedings are also initiated to rccover the dues.

It is assured a1l steps will be taken to reduce thq anear in audit fees.

. Recommendation

(SI. No. 8, para No. 28)

The Committee finds,that about 7796 of the total arrears of revenue collection

is due from the Institutions like Kerala State Marketing Federation, Kera Karshaka

Federation and Kerala State Co-opeHtive Consumer Federation. In the case of
Marketing Federation Goyernment had convened Rs. 20 crores as equity and

waived Rs. 7 crore as penal interest. But in the case of Consumer Federation no

such rnove 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 Consum€r

Federation be implemented at the earliest.

Action Thken

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

in respect of Kerala State Co-operative Consumdr's federation (Consumerted) for
the conversion of Rs. 2560.06 lakh (loan outstanding as on 31_3-2009) into share

capital and to write off Rs. 1287.39 lakh b€ing interest and penal interest payable

to Government, the Finance Department has raised objection in adhering

to the request.

Recommendation

(Sl. No. 9, para No. 29)

Dissatisfied by the reply regarding para 7.5.11, lhe Commiftee view it so

serious and comments it as breaching the time limit as per the public Accounts Act.
Hence the Committee would like to see a final settlement to the issue.

Action Taken

The observation of the C & AG in para 7.5.11 is thar Korrayam, palakkad and
Pathanamthitta Disnict Co-operative bank shon remitted interest of Rs. 3.30 cmre
on loan aggregating Rs. 8.37 crore. disbursed to primary co_op€rati!€s 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 convened on
5-6-2014. In the meeting. the DCB officiils pointed out tlnt the failure of
marketing, SC/ST and Consumer Co-operatives have atuibuted to the shon
remittance.



But as per guidelines of the ICDP scheme, the DCBs, being the iniplementing
agency, responsibility of recovery of loan with interest is vested wilh them.
This was bmught to their notice and directed to take possible steps to remit the

int€rest payable.

The Kottayam District Co-operative Bank has remitted Rs. 1,81,50,966 in
Govemment vide Chelan No. 99 on 18-11-14 b€ing interest on ICDP loan

meirtioned in the report of C & AG.

The Pathanamthitta and Palakkad District Co-operative banks harie remitted

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 remitt€d the amount reported by the Accountant

General and the share, loan, interest amounts are not fully remitted by the
Kotlayam District Co-operative 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 thee District Co-operative Banks to Govemment. Remittance

particulars of Pathanamthitta District Co-operative Bank & Palakkad District
Co-operative Bank are given below.

Name of Bank Intercst amount due
(obsewed by Accountant

General) as on 31-3-2002

Amount
remitted by

Bank

Balance
Amount

Patbanamthitta District
Co-operativ€ Bank

L,19,85,794 1,19,85,798 Nil

Palakkad District
Co-operative Bank

28,93,12!0 2&93,1210 . Nil

Koftayam District
Co-opemtive Bank

1.,81,50;966 1,81,50,966 Nil

Tbtal a30,29,904 3,30,29804
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Details regarding the fjrst phase in ICDP Scheme as on 31-5-2015

DisEict
Co-operative Bank
(Pathanamrhitta)

District
Co{perative Bank

(Kottayan)

DisEict
Co-operative Bank

(Palakkad)

Loan amount

Sanctioned

s93,27,25O 2,87,58,510 1,33,15,650

Remitted bv Bank 5,03,27,zs0 2;07,70,393 r,JJ,lJ,OJU

Balance Amonnt Nil 79,88,r17 Nil

Share amount

saDctioned

7,83,92,800 461,18,290 3,11,21,300

Remitted by Bank 7,83,92,800 2,81,00,910 3,11,21,300

Balance amount Nil 1,80,17,380 Nil

Interest 2,51,72,620 6,59,04,075 r,7t,Lo,467

Remitted by Bank 2,5L,72,620 3,64,L7,62a t,77,70,467

Balance Amount Nil 2,94,86,447 Nil

Recommendation

. (Sl. No. 70, Para No. 30)

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

Department is about Rs. 4O,000 cmres and also wishes to have a separate

Directorate for monitoring the system. flence the Committee strongly

recommends that Government take immldiate steps to constitute a viable system

for the audit of the Co-operative Societies.
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Action Taken

Since the formation of Directorate of Co-operative Audit all possible
measures are being talen 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 Cenual Co-operatives. New training pmgramme are designated

. for new auditors for proper induction i[ the Depafinent. The present auditors are
. innoduced to the new modern systems to professionalize their career and improve

the quality of Audir.

V. D. SATHEESAN,
Thiruvananthapuram Chairman,
3rd Decembet 2018. Committee on public Accouns.
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