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PREFACE

The Working Group, appointed by the Government of Kerala for revision of
the KeralaCo-operative Audit Manual, has revised tAedit Manual. The revised
Manualconsists of three parts. The general audit guidelines are included in Part |
and the guidelines for audit of credit-operatives in Part Il. The last part viz, Part
[ll, contains the guidelines for dit of noncredit coeoperalves, such as
Marketing, Processing, Dairy, Fisheries, Coir, Weavés, Labour ontract,
Education, Hospital and the likbesides Capperative Unions and Welfare Boards
under the administrative control of the Registrar ofdperative SocietiedNorms
for audit classification of nowredit ceoperative societies are also included in this
part. It has been the attempt of the Working Group to incorporate almost all
existing types of coperatives under the coverage of the Manual.

It has to be admitted thatehrestrictions on account of Covid 19 protocols
imposed restrictions on our endeavour. In spite of the odds against us, we are of the
sincere belief thabur attemptat presenting a reliable and up to date revised
Manual have been fruitful.

We wish to plae on record our deep felt gratitude to
Sri Kadakampally Surendran, Hon Minister for Gaperation, Tourism and
Devaswom for investing trust and confidence in us. We express our thankfulness to
Smt Mini Antony, IAS, Secretary, Goperation, for the valuablguidance and
support provided to us. Registrar of -Gperative Societies, Director of €o
operative Audit, SriP.S. Rajesh, Additional Secretary, &@peration and all the
officers of the Department of Gaperation deserve our special gratitude. We are
much indebted to DrV.R. Chithra, AssistantProfessorDepartment of English,
University College Thiruvananthapurdor undertaking the language editing of all
the three PartsThe typing and page layout was done in a perfect and flawless
manner by SriA.S. Rejith, Office of the Director of Goperative Audit, who
deserves great appreciation for his untirargl dedicatedservice,throughout the
period of preparation of this revised Manual. The revision of the Kerala Co
operative Audit Manual would not havbeen possible, but for the active
involvement, ceoperation and support provided by the officers and staff of the
Department of Capperation. In this respect, the auditors of teealtment deserve

special mention. We acknowledge our gratitude to the esffiand staff of the
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Directorate of Ceoperative Audit for their dedicated service in collecting a great
wealth of information from the CGoperatives.The Chief Executives of all Apex
Co-operatives, Federal Gaperatives and selected Primary-Querativesdeserve
our appreciation for their eoperation and support.

The working Group expresses its sincere gratitude to all those who have co
operated with us for the successful completion of this academic work.

The members of the Working Group, at the time arhpletion of the work
entrusted by Government, were the following.

1. Sri. Jose Phillip,
Additional Registrar (Rtd) Chairman.

2. Sri. UdayabhanuKandeth,
Senior Audit Officer (Rtd), &countaniGeneralOffice- Member

3. Sri. M.S Mukundan Nair, FCA
Member

4. Sri. Anilkumar Parameswaran, FCA
Member

5. Sri. R.K.Menon
Director,

Institute of Ceoperative Management hiruvananthapuraiin Member

6. Sri. M. Binoy Kumatr,
Additional Director of Ceoperative Audit Member

7. Smt. AnjanaS
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1.1. Introduction

The functional features of different type of non crediopemtive ®cieties
may be varyinghence in this pa of Audit Manual it is attemptd to outlinethe
special feature®f noncredit co-operatives. The witor shall be well equipped
with sufficient knowledgeof different enactments including -@perative law. It is
the duty of the audibr to ensure that transactiocaried on by the society are
permtted under Kerala Goperative 8cieties Act RulesandBylaws. The auditor
should interalia, see that the gcieties consisbf only personsvho are qualified to
become members aralso ensure that thieinds arebeing appliedonly to such
purposes as are permissihirder the At, Rules, and Baws. The aditor shall
acquainthimself with the natureof activities of different types of Co-operative
Societies,whoseaccounts henas to audit and also the manrazlopted by the

sodeties forconductingthe transactions.

The auditor should carefully study the Gxperative Sociges Act, Rules and
Bylaws of the Society before ommencingthe audit. He shall refeto other
relevant laws @ad circulars of Registrar and the Governmehhe norms or
standardgrescribed by the @&ernmet or Registrar in respect ofworking of
different typs of Co-operative Societies or wdit of such societies or audit

classification should be followed lkie auditor.

1.2. Generhaspects to be verifieith audit
General apects applicable to altypes of Non Credit Ceoperative
Societiesto be verified in audit, are enumerated below.
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1.2.1.Verification of bylaw.

The activities and functionsf Co-operative Societies are clearly laid down
in the bylaws.Hence the aditor shallfamiliarize himself with the bylaws at the
outset. He shall ensure that the bylaw is amended in accordance with the
amendments in the Kerala ©perative Societies Act and Rules from time to time.
The auditor shall call for the latest amendments andiyviénvith the amendrants
in KCS Act and Rules and if found théhe amendments in the bylaw gorending

heshall advise for amendments compatible with the KCS Act and Rules.

The Auditor shall also ensure that there is nothing in the bylaws which is
either contradictory or atariance with the provisions of the Kerala-GQoerative
Societies Act, Rules and the Bylaws.

1.2.2. Membership

The eligibility criteriafor the membership of every type of ©perative
Society shall be specifically mentioned in the bylaw. &hdtor shall examine the
provisions and satisfy thatthe memberships grantedto the eligible persons/
sodeties, only. ¢ shall examinghe bylaws Minutesbook, Admission register,
share pplication register and satistyat the proceduresare properly followed
while admitting members.

The Auditor shall also examine the file containing complaints and disposal
to satisfy himself that no eligible person or Society has been denied membership in
contravention of the provisions of théerala Co-operative Societies Act, Rules
and the Bylaws.

I. Application formembership :The auditor shall se¢hatthe application for
the membership had besabmitted and the shacapital amount andntrance fee
were remitted by the applicant. The resolution numbel @ate admitting the
membersshall be recorded in the application for@omplianceof KYC norms
shall also be ascertained.
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ii. The Admission RegisteiThe Admission Register shall berified by the
auditor tosee that the details of the member such as name, residential address etc.
areentered in the space provided for it. The date and number of resolution of the
Board of Directors admitting the member shall be entered in the Admissio
Register.The details of remittance of share capital v@ell as the entrance fee
shouldalso be shown in the Admission RegistEhe signature/thump impression
of the members shall be obtained in the Admission Register and a recent pass port
size photogaph pasted irthe Register. Theualitor shall examine whether the
terms and conditions as laid down in section 16 and Rule 16 of KCS Act and Rules
was compliedwith while admitting a member. \Wther identity card in form 6A
was issued and Register of idaytcard in form 6B maintained in the society,

should also be verified.

1.2.3. Verification of Share Capital

The aithorised share capitals per the registered bylaand paid up share
capitalas per thdooks ofaccountsshall beverified by the aditor. If the paid up
share capital is more than thetlaorised share capitahe Auditorshall advisehe
co-operative Societyor immediate bylaw amendment. The refund arithdrawal
of share capital shall be strictly based on the provwsainKerala Coeoperative
Societies Act and Rulesvhich shall be ensudeby verifying the respective
registersThe Share Certificatedgjister kept at thedad office shall be verified to

see that share certificatare issued properly.

1.2.4. Dividend accrued ancypale

The dividend acruedshall be verified with the Didend Register tosee that
dividend payable to the Government is paid without delay. The dividend payable
and paid to the members of the society shall be scrutimstdthe dividend
register.
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1.2.5. Borrowings

The Maximum Borrowing &wer as prescribed in the laws shall be

verified. The rate of interest shall also be vedifie see that the rate is at pdth

the prevailing rate in the market.

The repayment of borrowings shall alsodbecked.

1.26. General BodyAnnual General Body arffpecial General Body

Every Co-operativeSociety isliable to convendts General Bodymeeting in

compliance with section 29 and rule 8A of KCS Act and Rulés auditor shall

verify the minutes of thaneeting and ense that the proceedingseain line with

the Act, Rule and the Bylaws. Thellowing pointsshall be verifiedwith respect

to the General Body.

1.

Whether the General Bodyas conductedin accordance with the
provisiors of KCS Act, Rules and Bylaws.

Whether theGeneral Bodywas held within the periogrescribedas
per section 29 of KCS Act.

Whether thee wasquorum for the General Body as prescribed in the
Bylaw.

Whether the annualeport was considered and approved by the
General Body

Whether the audit report wgdaced before th&eneral Bodyas
stipulated in the\ct, Rulesand gproved by the General Body

Whether the Budget for trmmingfinancial year was approved by
the General body.

Whether the opet@nal Deficit/loss and program to reduce such
deficit or loss was reviewed by the General Body.
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8.  Whether the ppgramof activities for the next year was approved by
the Annual General Body
9.  Whether the annual repahd accounts of the subsidiary

organizatios, if any, wereeviewed by the General Body.

10. Wheher the amendments of Bylaws weapproved by the General
Body.

11. Whether the date of General Body and conduct of election to the
Board of Directors werdeclared by the General Body.

12. Whether the profiappropriation was approved by the General Body
13. Whether any department officers had attended the General Body as

specified in sub section (2) of section 29 of KCS Act.

14. Whether the notice of #hual General Body meeting peescribedn
the KCS Act (Sub section (5) skction 29), Ruleand Bylaws was
served tdhemembersf the society.

15. Whether the expenditure of thAnnual General Body was in
accordance with the guidelinssued by the Registrar

1.2.7. Boardof Directors

The auditor shallscrutinizethe minutes of th&eneral Bodyand satisfy that
the election to théoard of Directorswas inaccordance with the provisions of
KCS Act, Rules ad Bylaws. The following points shall be checked while auditing
the society.

1.  Whetherthe Board of Directors are qualified as per phevisiors of
KCS Act, Rules and Bylaws.

2.  Whether the reservatiaslaid downin the Act and Rules is followed
in the Soocety for categories such asomen and ScheduledCaste
andScheduledTribe.

3.  Whether the meetingof the Board of Directors waseld as
prescribed in the Bylaws
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4, Whether the Boardf Directors had approved the annualdbet,
annualworking report and adit report.

5. Whether the investment of the fundsthe society wasnadeas per
directions ofthe Registrar

6.  Wheherthe cash balandenit, prescribed in the bylaw wasmplied
with.

7.  Whether the Board of Directorsdhallotted shares and membership in
time to the eligible applicants.

8. Whether the Board of Directors had arranged the maintenance of
books of accountas stipulated in the KCS ActRules and Bylaw

9. Whether the Board of Directors had approved the expenditure
incurred for the management of the society.

10. Whether the Board of Directors had exercised control over the Chief
Executive and other staff members for executing the programs of the
Sockty.

11. Whether the minutes of the meetings of Board of Directors are kept
properly as per directions.

1.2. 8 Maintenance of Books of Accounts

The Co-operative Societiesvhether Apex Federatioror Rimary Society,
shall maintain their books of accounts tg date accurately as prescribed in the
KCS Act and Rules and Bylawvin accordance with the generally accepted
accounting mactices. The Financial statements shall be prepared and subioitte
audit as per sub sectiod and 4 of section 64 of the Kerala Gaperative
Societies Actlt shouldbe ensure that the books anddgisters as laid down in
rule 29 are written up and maintainedpart from the registerand ledges
specifically required for their business activitidhe aiditor shallexamine the
registers, ledgers as well as theancial statements and satisfy thidiey were
prepared in accordance with the directions of the Registrar/Director of Co

operative Audit
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1.2 .9Submission of returns

Whether the society had submitted the returns as prescritzettion 66 C

of Kerala Co-operative Societies Act and Rules shall beadained.

1. 2.10. MaximumBorrowing Power

The Maximum BorrowingPowerof each society shall be laid dowmithe
bylaw of the soety. The auditor shall examinat by checking theamaunts
borrowed and satisfy that the society has followed the prescribed. lim
Confirmationstatement shall bebtained and ensut¢hatthe balance outanding
in respect of principal and interest aren agr eement with the

accounts and ledger obtrowings

1.2.11. Amendmenf Bylaws

The Saiety shall keep a copy of itsyBaw including latest amendmest
its Registered @ice as persection 97 of the KCS Act.he aiditor shall examine
whether the provisions of the bylaws are in conformity with the KCS Act and
Rules. It should be ensutéhat thebylaw is amended in accordance witle latest

amendments in KCS Act and Rules

1.2.12.Verification of Sharewith otherinstitutions

The Share Capitalnvestment in other cooperative institins shall be
verified by the aditor. The share cefitates as well as the registafr shars with
other institutions shall bexamined to ascertathe stats of such investments.

1.2.13. Repayment of Share Capital to thevernment

The sanction order of thedBernment shall be verified to ascertain the lock
in period and seethat the repayment has started after the lock in pefibd

register inrespect of the sharapital loan shall & examined during theudit.
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1.2.14. Repaymermtf loans to the Government

Every societyshall maintain proper registersn respect of loasm and
advances ragved fran the GovernmentThe auditor shall examineghe registers
and ensure that the instalments due are paid in time as stipulateslsianction

order. Whether interest accrued the loan is paid shall also be examined.

1. 2.15. Annual Stock Verification

Annual Stock Verificationof closing stock ofevery Coeoperative Society
shall be caducted as specified in Gipter IX of Part | of the Kerala Gaperative
Audit Manual. The auditor shall compare the closing stock details with the stock
register as well as the stock verification statemiatiodicalphysical verificaibn
of stock is advised in the Gaperative hstitutiors where trading business is
undertaken However the annual stock verification at the endthed year is
mandatory and report shall be verified by the auditor to know whether themg is
shortage/deficit/damage/excess in stock. The reason for uneven deficimage
should be enquired ancekportedby the auditor. The Auditor shall ensure that
suitable remedial action has been taken in respect of excess/shortage detected

during AnnualStock verification.

1.2.16. Appropriation of net profit

The net profitof co-operative eciety shall be appropriated in accordance
with the provisios of KCS Act, Rules, and Bylawaendwhether the apropriation
is approved by the Generab8y and carriedver tothe books of accounts ofthe
society is to be ascertained.

1.2.17 Government Assistance

Proper acounts shall be maintained in every society irespect of
government financial assistancessuch as grants/subsidies,share capital

contribution orloans The auditor shall verify the sanction orders and satisfy that
18



the repayment is made as per schedule. He afsal verify the confirmation of
balancesas well as the registef government assistancédhether the assistances
received were utilisedor the purpose for which it wasandtioned shall be
ascertained. Ishould be ensudethat the utilisatiorcertificate is submitted to the

authority concerned.

1.2.18. Reconciliation of accoustvith members, apex Societiesfiches,
regional offices and other dealers

At every cooperative society there should be a regular system of
reconciliation of accounts with the other societies, agendiesitutionrs or
Government as the case may b&he auditor shall call for theeconciliaton
statement andcsutinise with the confirmation of balancésm the concerned.
Every Iong pending umeconciled account shall lspecifically checked and written

explanation fom theChief Executiveof the society lsall be obtained.
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Chapterl I

2.1 AUDIT OF CO -OPERATIVE MARKETING SOCIETIES

2. AUDIT OF KERALA STATE CO -OPERATIVE MARKETING
FEDERATION LTD (MARKETFED)

2.1.1. Introduction

2.1.2.  Marketing of Agricultural Produce

2.1.3.  Fertilizer Business

2.1.4. Bio Fertilizers

2.1.5. LODP Scheme of Coconut Development Board
2.1.6. Spices

217. AnKerajamo Coconut Oi l
2.1.8.  Fertilizer Mixing Unit

2.1.9. Export Sales

2.1.10. Business with Temples

2.1.11. Procurement of Rubber, Copra etc.

2.1.12. Remittance of MargifPayable tahe Government
2.1.13. Depots/Branches

2.1.14. Insurance

2.1.15. Special Schemes of Procurements

2.1.16. Inspection of Primaries and&ches of the Federation

2.1.17. Reconciliation of accoustvith NAFED and other National level
Federations
2.1.18. Repayment of Government assistance such as share capital, Loans

2.119. Payment of Guarantee Commission to the Government

2.1.20. Quality Controli compliance ofFood Safetyand ®curity Act
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2.1.1.Introduction

Being an Apex Society, theederation has to undergo tharocess of
Financial Audt as well as Administrative @dit as prescribed in the Kerala -Co
operative Societies ActApat from the general audit guidelines outlinedPart |
of the Kerala Cepperative Audit Manual, the specifigoints relevant to the
Fedeation also shoulde consideredvhile performing the audit. The peculiar
aspects that are significantith respect to the Financial Audit as well as
Administrative Audit of the Kerala State GCoperativeMarketing Federation are

mentionedbelow. See pagé8 of 1stpart of Kerala Cepperative Audit Manual.

2.1.2 Marketingof Agricultural Produce

The auditor shall ensure that the Apex Federation has a valid license for
trading in agricultural produceOn receipt of goods from Primary Marketing
Societiesthe federation issues stock receipts to the Primary Society. The primary
society shall be executing an agreement specifying the terms and conditions for
sale of produce pledged. The auditor has tofywéhis agreement and ensure that
the federation has fulfilled the conditions withspect tathe transactions. In case,
federatim has advanced loans on the pledge of produce, the auditor élasure
that the advance is limited to the percentage ofgmaspecified in the business sub
rules if any,adopted The auditor shall also ensure that the advance is issued only
on properlypledged produce by checking the agreement, stock receipt, loan ledger
and daily market ratedde shall also verify that théederation adjustshese
advances on sale of the produdeeceipt of comnsgsion at the prescribed rates by

the federation shall also be verified in the audit.
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2.1.3. Fertilizer Business

The federation assess the requirements of fertilizers of the primary
societies and places orders with the fertilizer companies. The requireshatits
be supplied to the ware houses from where thadefation lifts the stock. On
supplying the ferlizers to the warehouses, thertilizer companies issueceipts.
The issues from the warehouses will be regulatedddivery notes/orders of the
federation The stock register shall be checked with the ware house receipts and
delivery orders/notes. Since the purchases of fertdjzer majority cases are
arranged by the Apex Bank on issuing lettefscredit, through bankers, the
federation has to reconcitlee fertilizer accounts with the bank periodicallyh&ve
the federation makes purchases on cash basis, the auditoasoestain whether

the comnission has been realized in time

2.1.4 BioFertilizers

The auditor shall verify the transactions in respedhefBio fertilizers and
see thatll business operatisrare performed complyingith the rules, regulations
and he federatio@s business procedures.

2.1.5 LODP Scheme of Coconut Development Board

The scheme t@nable the supply of fertilize to the cocout farmers, on
behalf of Coconut Development Board, shall be verifiedHgy duditor and see
that itis beneficial tahe farmers as well as to thediration.

2.1.6. Spices

The auditor shallexamine the promotionalactivities and advise the
federation to boost up its operations so that the farmers in that sector shall be able
to reap themaximumprice for their producesuch ascardamom,pepper, gqger,
clove, egnama etc. Whetherthe federation has compliedith the procedures of
business and the sub rules is to be verified. Why the federaildo fattainthe
positonof & bi g d siatoberadalysed critegily. c e
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217 Kerajamo Coconut Oil

The Apex Federatids producel K ajanbbrandi Coconut g@d| o f
guality Copraprocuredthroughprimary societiescrushed in modern cshing units
and widely marketed in major marketf the country. The audit shall ensure
whether a study byreexpert team on efficiency of the systems forgibcurement
of Copra(2) processing of oil and (3)arketing ofQil, was conductedf so report
shodd be asked for, and if not tleesirabilty of conducting such a study mag

suggestedThe auditor shouldhake observations based on the available data

2.1.8 Fertilizer Mixing Unit
Whether the capacity utilization of the mixing unit is optimized is to be
verified by the auditor.

2.1.9 Exportsales

The auditor shall examine all records connected with expersadstother
produceand see that the sales &aourableto the derationHe should attempt a
comparison with the sale ipes on export obtained by the State Trading

Corpordion for the same product during the same period.

2.1.1Q Businessvith Temples
The gex federation habeen supplying cardamom and such other products

to the templesof Sabarimala andTirupathi. The contract/agreementsupply

procedures, sales pretc. shall be examined by the auditor.

2.1.11. Procuremenbf Rubber, Copra etc.
The guide lines for procurement of coprajbber etc. were issued by the

Registrar The auditor shallexaminethese guidelines and ensure thatytlaee
scrupulously compliedvith. He shall also verify whether any unevkss had
happened in the business, by studying the purchase/procurement price and the

market price of the purchase date.
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Ref-. 1) Circular No15/2019 dted 2304/2009 of Registrar of
Co-operative Societies

2) Circular No14/2012dated 300032012 of Registrar of
Co-operative Societies

3) Circular N039/2013 dted 02/06/2013 of Registrar of
Co-operative Societies

4) Circular N015/2014 @ted 11/04/2014 of Registrar of
Co-operative Societies

2.1.12. Remittanceof Margin Payabldo the Government
The auditor shall ascertain ether the stock of poadi fertilizers hasbeen

kept separatelyWhether the éderationhassold the pookd fertilizer at the rates
fixed by the Government from time to time and the margin payable to the
Government has beeemitted within the time limit, if any specified, is also to be

verified by the auditor.

2.1.13. Depot#Branches
Theapproved gents undertake the salesagfricultural producand spices.

The auditor has to ensure the approval of agsnioythe Board of Diretors n

order tomake sure that wide publicity is beigg/en to the process of selection of
agenciesand that level playing fieldsi available to all competitord’he Bank
guarantee executed by the agents may also be verified. The periodical

reconciliation of accounts with the depots/branches lie ensured.

2.1.14. Insurance
The good in possessiomnf the ederation, both procured and pledged, by

Head office as well aBranchedDepots should be adequately insured. In respect of
insurance of goods pledgedth the fderation by Primary Marketing Societies for
sale at favourable circumstances, theitananay verify the connected records and
see that theevisedpremium on insurance has bemsalised from the member

societies.
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2.1.15. Special Schemes of Procurements

The State Government may entrust the praoerg of certain crops with the
federation. Theauditor has to verify thescheme in detail and ensure that the
schemes are implemented as agreed upon. It shtsdde ensured that the apex
federation maintains separaecountsin respect of such procurement schemes
entrusted with themThe working results of each scheme should be critically
examined by the auditor and suggestions if any, for impromgmaay be
provided. Since theefleration deals wh mainly agricultural produceshrinkage
etc. in stock may be an unavoidable featlitee auditor has to verify the relevant
Board resolution fixing the percentage wéstage etc.that may be allowed and
may comment upon the reasonability of wastage etc.

2.1.16. Inspection of Primaries arBranches of theefderation

The auditor has tensure that theris an efficient system in thederation
for the periodical inspection of bremes as well as the affiliated primaiycgeties,
and closely follow up the defects pointed ontlauggestions indicated during the
inspection.
2.1.17. Recontiation of accouns with NAFED and other National levEkederations

The periodical reconciliation of accosgntith NAFED and other national level
federations should be ensured by the auditor. The reconciliation statements shall be
verified by the auditor before finalising the audit and discrepancies if any, shall be
enquired. The Chief Executive of the ederation shall beobliged to provide
satisfacbry explanation for such umconciled accounts.

2.1.18. Repayment of Government assistarsteh as share capitalpéns etc.

The apex éderation might have received share capital assistance from the
Government of Kerala/NCDC. The auditor shall vettig terms and conditions in
respect of the financial assistance and see that the amount is repaid to the
Government/NCDC as stipulated in the sanction order. Similarly the financial
assistance by way of loans may ai&yerified. The repayment scheduke\aell as
the rate of interest shall be checked and see that the repayment is made without fail
as scheduled. The payment of interest on loans shall also be verified by the
auditor.

25



2.1.19. Payment of Guarantee Commission to the Government

The auditorshall verify the total amount of guarantesade available by the
Government and ascertain the gudea commission payable by the federation.
Whether the dderationhas paid the guaranteeommissionand if not paid, the
reason fomon paymentand the amount outstanding for payment shall be verified

and reported by the auditor.

2.1.20. Quality ontrol : Food Safetyand Scurity Act2006

The provisions of Food Safegnd Scurity Act 2006 are to be complied
while marketing food icles. Hencethe quality control measures as well as the

licensing from Food Safety Departmemeto be verifiedn theaudit.
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Chapterl | (2)

2.2. AUDIT OF KERALA STATE CO-OPERATIVE RUBBER
MARKETING FEDERATION LTD. (RUBBER MARK)

2.2.1. Introduction

2.2.2.  The activities of the pex Federation

2.2.2.1) Rubber Marketing

2.2.21i) Fertilizer Business

2.2.2iii) Soil and leaf testing

2.2.2.iv) Distribution of diemicalsand fungicides andeaial spraying
2.2.2.v) RubberProcessing

2.2.3.  Subsidiary Wits

2.24. Performance evaluatiasf employees

2.25. Performance evaluation of thederation

2.26. Provision for vastage etc.
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2.2.1 Introduction

Consequent on the amendment of the Constitution of India, the Keoala
operative Societies Act was amended2013 giving way for thegrocesss of
financial audit and administrative audit in the-QuerativeApex Societiesn the
State. Being an apex FederatioKerala Coeoperative Rubber Marketing
Federation has to conduiinancial audit as well aadministrative audit and place
the report before the Legislativessembly eaclyear. The general audit guidelines
outlined in the part of the Kerala Cepbperative Audit Manual shall be followed in
the audit of thedderation. Apartfrom thoseguidelines in thgart! of the manual,
the following specific aspects to be examined by théitar while auditing the
apex ederation. The auditor shall ensure that lhench accounts as well as the
accounts of the subsidiapnits areincorporated in theederatiods consolidated

statements of accounts and financial reports.

2.22. The activities of the apexderation

1) Rubber Marketing

i) Fertilizer Business

iii) Soil and leaf testing

iv) Distributionof chemicals and fungicides anerel spraying
v) Rubber Processing

2.2.2.i. RubberMarketing

(1) Purchases :

In order to ensureair prices to the rubbercultivators of the state, the
federation purchases rubber from the primary rubber markstiogties estates
and dealersby opening collection depotall over the StatePurchases shall be
made by theddeation on the basis of contraatntered in toypboth parties at the
prevailing market rates. Theauditor shall ensure that the contradior purchases
are entered mto through atransparentprocess byproviding oppomnity to all
rubber cultivatorsHe shall verify the market rates with the purchase rate of
federation If the federation hd made any purchases at higher rates in order to
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fulfil any contract entered in to with other agencies, the auditor has to examine
those cases with particular eaand ensure &t the better interests of thedieration

Is proected. The purchases are wadhat the godownand the grading is taken
place before adding to the closing stock. The purchase bills and the purchase
register shall be verified by the auditor with the reports prepared by the grader. It
should also be ensured that all the purchases made have beametdouin the

stock register. The stock registers maintained at the godowns are to be reconciled
periodically with the stock register at thead office. He should also be satisfied
that allpurchasehave been graded and the total of the graded quaatind with

the purchase billsThe federation shall maintaiproper mechanism to record the
daily marketrate of various grades of rubber and corepa with the actual
purchase priceThe Board of Directors, Purchase/Business suincitee shall
ensureghe maintenancandavailability of such market rates in the state.

Ref- 1) Circular No27/83 dited 2306/19830f Registrar of
Co-operative Societies

2) Circular N010/97 dited 1803/19970f Registrar of
Co-operative Societies

3) Circular No15/2014 @ted 11/04/2014 of Registrar of
Co-operative Societies

(2) Sales:

The agx federation sells the rubber procured from rubber growers and
primary rubber marketing societies or other agencies to the manufactures of rubber
bases products or to the state trading corporation for export. Whenever stock is
transferred to sales depotse auditor shall verify such transfdips and the files
pertaining to the transportation of stock to ensure whether the goods have been
transported on the day of transfer. The auditor shall also ascertain whether all the
transfers to the branches sales depots are incorporated in the branch/sales depot
accounts by checking the transfdips with the extract of stock register of
branchesThe sées agreements executed by thddration shall also be verified to
ascertain whether the sales are madhé maximum advantage of thexlération.

All records such as agreements/contdetdsjnvoices or bills, minutes etshall
be scrutinisedby the auditor to see that all the sales transactions are with the
approval and authority ahe Board of Directs of the €deration.
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2.2.2.1. Fertilizer Business :

Apart from rubberthe federation organizes fertilizer business through its
sales depots as well as the agencies such as Primaopetative Societies and
other agencies. Fertilizers, Bio Fertilizensd other inputs required for the farser
and rubber growers are margdtand processed by the federation. In order to
make available fertilizer at a clyger rate to the peasants, the federation has
fertilizer mixing units in various districts. The rawaterials required for the
mixing units are purchasedom other agencies. The auditor shall examine whether
the formalities for the purchase has been compligih properly. He shall
examine all records with respect to the mixing units and ensure thaagtage of
materials is minimum and reasonable and also supported with proper authorization
from competent authority. The auditor shall see that the accounts related to these
mixing units are properly incorporated in to the federda@onsolidated bookst
accounts. The operations of fertilizer mixing units may be specifically analysed so
that the profitability of each unit can be ascertained and reported.

Ref:- 1) Circular No17/2009 d@ted 12/06/20090f Registrar of
Co-operative Societies

2) Circular No52/2013 dated4/09/20130f Registrar of
Co-operative Societies

2.2.2.iv.Distribution of Chemicals :

Distribution of Chemicals is another businesslemaken by theefderation.
It acts as an agent for the distribution of chemicals. Suppliers will send the items
direct to the parties and the copysaies bills or invoices to thederation. The
auditor shall verify whether the commission due on such dealing is realized
properly aml entered in theappropriate bBad of accounts.The auditor shall
scrutinisethe invoices received from the supplier with thekreowledgements
received fom the parties to ensure that there has been no pilferage and that
invoiced quintile of chemical has &e received by party concerned

Ref- 1) Circular No.56/1981 dted 1812/19810f Registraiof
Co-operative Societies
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2.2.2.v.Rubber Processing :

A part fromthe narketing of the rubbeprocured from the clients, the

federation organizewvarious rubber processing activities. The auditor shall
examine the various rubber processing units and see that the units are operating
efficiently economically and profitably.

The auditor shall check the following points with respect to the rubber

processing units.

bR

10.

11.

12.

13.

14.

Whether the capacity utilization is optimized

Whether the inputs and outputs are accounted properly

Whether the inputs and outputs are in the appropriate proportion
Whether the Management has made proper financial ratio anahtbis
respect to thenits.

Whether all the accounts related to the units are incorporated in to the
consolidated accounts of thederation

Whether all the business transactions, purchases as well as sales and
expenditure on various activities are with proper sanction and authority of
the Board of Directors.

Whether allthe records registers and ledgers such as stock register is
maintained properly and up to date.

Whether the unitere making uneven lego the &éderation, if so the reason

for such uneven loss should be enquired.

. Whether the Board of Directors prepare separate business plans for each

year for each unit.

Whether the achievements are monitored regularly on quarterly or half
yearly basis by the Board of Directors or business committee or executive
committee.

Whether separate trading, profit and loss acanéprepared separately

for each unit.

Whether sub committees or Board members antrusted with the

monitoring of each unit

Whether adequate cash security or bonobisired from the staff in charge
of each unit

Whether periodical inspaon is carried out in each urtiy the senior staff
members of the federation.
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15. Whether periodical reconciliation is effected between Heffide and the
unit accounts.

16. Whether any study of quality control of the processing mechanism has been
made by any reliable agency and whether any report is available.

2.2.3 Subsidiaryunits

The workng of subsidiary units of theefleration should also be exaed
by the auditor. Theompositionof sharesan the subsidiary uits shall be verified
and satisfied to sethat the better interests of the Rubber Markemgprotected.
Whether the funsitransferred to the subsidiary units by way of shares are making
rich dividends is to be ascertained. The auditor shall ensure that the accounts of the
subsidiary units are properly maintainddhereshould be periodical reconciliation
of accounts with the subsidiary units if fund transfefregjuently done. It should
be enaured that the affairs of the units are managed as per the rules and regulations
laid down for the purpose. Whether the Federation is getting back the dividends on
the shares taken in the subsidiary unit is to be verified by the audftoether the
licence necessary for subsidiary institution are obtained from the various
departments shall be verified to ensure that they are renewed timely. The contracts
in respect of bildings, godowns etc, shall be verified to satisfy its validity.

2.2.4 Performance evaluation employees

The performance of employees shall be assessed periodically. Especially the
performance of thdield staff should be reviewebdased on the targets given to
them.

2.2 5. Performance evaluation of thederation

Various ratioson businesparameters may be analysed and the inferences
based on surcratio analysis may be recordedthe Audit Report so that the Board
of Directors shll be able to take corctive steps and to guide thedération in to a
proper developmental path.

2.26. Provision for Wastage etc.

The auditor has to ensure that wastage if any, in the stock of rubber is
reasonable and provision made with the appro¥/#the Board of Directors subject

to the general guidelines issued by the Registrar ediavative Societies.
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Chapterl | (3)

2.3. AUDIT OF PRIMARY MARKETING CO-OPERATIVE SOCIETIES

2.3.1. Introduction

(i) General Marketing Goperative Societies
(i) Special Marketing Coperatives

2.3.2. Business Activities

2.3.3. Marketing of Agricultural Produce
2.3.4. Outright Purchases

2.3.5. Pooling and Grading

2.3.6. Payment of Advances

2.3.7. Linking of Credit with Marketing
2.3.8. Hiring of Agricultural Machiney
2.3.9. Advanced against produce or goods
2.3.10. Un authorized advances

2.3.11. Verification of Stock

2.3.12. Other activities of Marketing Societies
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2.3.1 Introduction

The Marketing andProcessing Agricultural Produgdays a vital role in the
agrarian economic developmenft our country In view of the progress of
agricultural sector marketing and processig-operative Societies are organized
extensively. Because of these marketing societies peasants are aftidodbtey
price for their produce. The credit needs of farmers are alsowittetby the
marketingsocieties by providing the price of agricultural prodtcehe farmers
without any delay, which causesthe elimination of the private money lenders and
intermediaries in this sectoeading to an endf exploitation of small and medium
agricultural farmers.

There are twotypes of Marketing Cwmperative Societiese, General
Marketing and Special Marketing Societi€eneral Marketing Societies deaithv
all type of produce, while Special Marketingoceties deal with special

commodities such as rubber coconut, coffee etc.

2.3.(I) General Marketing Goperative Societies

Marketing Cooperatives are organized in order to achieve the following
objectives:

) Procurement of produdeom the members andaking arrangements feales.

i) Induces the farmers fothe cultivation of high yielding quality agrarian
products.

iii)  Arranging anddisbursing of loans and advances to the farmersthen
security of tleir produce

Iv)  Facilitatingthe storage of members produmemaking godowns.

v)  Providing seeds, fertilizersagricultural implements/machinery such as
tractors, illers etc to the members on reasonable rates.

vi)  Acts asanagent in implementing the policy of linking credit with marketing.
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The auditor shall verify the llgws of the society and satisfy that the objectives
are upheld in the functioning of the marketing society.
General marketing societies shall undertakenteketing articles of almost
all agricultural produces, day to day of needs of the people as well as specialized
products such as fruisndvegetables, coconut, rubber, coffee, pepper, cardamom
etc. The society shall keep separate books of atzcamd €dgers for each
product and unitand the auditor shall verify each usitaccounts and records

before finalizing the audit.

2.3.(i1). Special Marketing Goperatives
Specialsed Marketing Camperatives are successful than tlgeneral

marketingCo-operaives, since they can concentrate fully on their area of business.
Rubber marketingCoconut marketingfruits andvegetable marketing asame of

the specialized marketing societies in operation. The auditor shall casfidly

the provisions of the bgws of the marketing society and satisfy that the activities

are authorize with the provisions of the taws.

2.3.2.BusinesdActivities
Primary Marketing Societies ancentratetheir business in arranging the

marketing of produce of their members, advancing loans on the pledge of produce,
distribution of fertilizer and agricultural implements etc. In addition to the above,
many of the marketing societies undertake a numbethafr @ctivities also. The
auditor should, therefore study the laws of the society to examine whether the
society isengaged in any other activity which is not contemplated in treevsy If

any activities with are not permitted in the layvs are undéaken the auditor has

to appraise the Board of Directors of their liability for the irregalamnauthorized
transactions thusundertaken Separate account is to be maintd for each

business activityindertaken by the society.
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2.3.3. Marketingof Agricultural Produce

Necessary perits and licences must be olrted before starting the function
as a commission ageninward register shall be maintained to record the receipt of
products, agricultural as wells othersThe receipt shall be checkedtlwithe
inward register and weighment slips. Sales should be checked froaudten
register and also the salggreements and weighmestips. A daily register is to be
maintainedrom which posting into the personal accounts of the customers and the
merchants who have brought the produce can be checked. Cash payisahs
proceeds to the customers sibulbe checked frrdmsbhanidAd
payment slips. Entries in thRegister of sale agreements shall be carried over to
the Daily Sales Register. Postings in the register should be seen in the personal

accounts of customers. Cash payment may be checked with payment slips.

2.3.4. Outright Purchases

In order to manage thearketing activities in dasslefree manner there
should be provisioffior outright purchase in the laws. It should be seen that the
amount invested in outright purchases does not exceed thgfliamy, specified in
the byaws. All purchases and sal@sde in the society shall be genuine and legal.

Agreements made for the proper storage of the artictesing under
pending sale shall be ascertained. All goods belonging to the society should have
proper and sufficient coverage of insurance.

2.35. Pooling and Grading

All goods brought in to the society shall be eatein the Pool Register.
Theentries in this register have to be checked withdbods received reports, the
weighment slips and the counterfoils of receipts/bills issued to the memblees.
arrangements made for grading shall also be ascertained by the auditor. When
sufficient quantities are collected the date for holdingathion should be fixed
and the produce sold inuetion after giving necessary publicity. The auditor shall
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examine the @ction report and related records. dltommission earned and the
expensse incurred by the society ate be deducted frorthe same proceeds and

the average price or pooled price is calculated. Members are paid at pooled rates. It
should be vefied whether the advances paid, if any, is deducted at the time of
final settlement of accounts. If produce received for saj@ocessed before it is

sold, t will enable the members to realize better prices for the produce. If the
processing is carrnieout by the society, it shkd be treated as separate uaniid
separate accounts shall be maintained for such units.

2.36. Payment of Advances

In order to facilitatehassle freemarketing of agricultural produce, there may
be need for the payment of advances to the produtie pending sale gbroduce.
The bylaws of the society may berified in audit tosee whether advances are
paid within the limit prescribed in the bylawshd auditor shall verify that the
advances are recovered at the time of final settlement of accounts. Regular
vouchers should be obtained for payment of expenses such as transportation
charges, Market Cess, etc. The auditor shall verify the applicati@d¥ances and
agreements executed by the borrowers.

2.3.7. Linking of Credit with Marketing

It is envisaged by the policy maketisat every borrower member of an
Agricultural Credit Society shall selhis producethrough the Cepperative
Marketing Socigt and agrees with the marketing society to deductGreslit
S 0 c is eluey fom the sale proceedhe marketing society at the time of
payment of sale proceeds, dettuthe dues to the society.dugh this principle of
linking of credit with marketing wa highlighted by the authoritiesn actual
practice, linking of credit with marketing was not implemented properly. The
auditor shall examine the accounts and verify whether transactions with the
producer members as well as tBeedit Societywere properly monitored and

reconciled.
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2.3.8. Hiring of AgriculturalMachinery

Some of the Marketing Societies may be hiring tractors, ploughs and other
agricultural machingrto its members. Such societies shall maintain a machinery
Hire Charge Registerhewing the name of person hiring, date on which hired,
date of return, rate of hire charges, hire charges dwe,charges recovered,
balance if any etc. It should be seen thatlihlls for hire charges are prepared
promptly and recoveries made withoways. The autbr shall verify the reeipts
of hire charges from the &thineryHire Register. Machinery Register should be
examined to ensure that hire charges are collected for all theodayfichthe
particular machinery was hired out. He shakamine to ascertain whether the
agreement havinglear terms and conditions with respect to the repairing; non
performance compensation, situation arising from mishaps etc. The charges
collected and paid shall be compared.

2.39. Advance against producer goods

A marketing society may makadvancesagainst the produce or goods
pledged or hypothecated to the society subject to the prosigictheir bijaws. In
thatcases, the audit should examine whether the adeasaremade for different
producewithin thelimit prescribed. It should alsensure that the advances made
on the security of produce are settled or repaid within the permitted period. The
produce stocked in the society shall be insured against firbuagthryat the cost
of membersThe storage facility should be examined by the auditor to ensure that
they are safely stored against damage or deterioration. Whether the management
makes periodical verificatioaf stock and follow up action ate be ascertained in
audit. Whether the sty is vigilant against market fliwation is also to be
examined Whether the marketuctuation of prices of producaffect the society
shall also be examined and guarded against the excessive advdimeesociety
should framesub rulesin corporationprovisions with respect to the treatment of
damage of goods at the godown. If the godown is takerent the agreement shall
be verified to satisfy that the terms are in favour of the society. Losses due to
marketfluctuationsshall be properly guarded.
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2.3.10. Un authorized advance

Payment of advances to producers and manufactures shdbbrsewith
proper authority and approval. Any unauthorized payment shall be reported by the
auditor with appropriate suggestions for recovery of such amounts.

2.3.11. Verification of Stock

Periodical physical verification of stock in possession of the marketing
society is advisedHowever the annual verificatiorof stock (at the endof the
year) is mandatory and the reports shall be verified by the auditoot® whether
there is any shortage/damage/deficit/excess in stock. The reason for uneven deficit/
shortage shdd be enquired by the auditto satisfy that the amount of shortage

has been recovered from the pers@sponsible, without delay.

2.3.12. Otheractivities of Marketing Societies
Apart from the specialized marketing activitigsis seen that the following
activities are also carried out asatpof business development/growth.

1) Fertilizer depots

i) Manufacturing of building materials
lii) Agency sées of various products
Iv) Tourismactivities

v) Group deposit schemes

vi) Renting of buildings

The auditor shall verify all the records, ledgers and accounts related to the
business which the marketing society has undertakérether unit accounts are
incorporatedin the main accounts is tbe ascertainedSome of the specialised
marketing societies are seen computerized. Heiheeauditor shall enquire the
scope and extemf computerisation the societiRef to: i) Chapte Il of the part|
of the Kerala CeoperativeAudit Manualii) Circular No. 27/17 ded 05/05/2017

of theRegistrarof Co-operative Societies
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Chapterl | |
AUDIT OF PROCESSING CO-OPERATIVE SOCIETIES

(). AGRICULTURAL PROCESSING

3.()1. AUDIT OF KERALA KERA KARSHAKA
SAHAKARANA FEDERATION LTD. (KERAFED)

3(i).1.1. Introduction

3(1).12. Verification of objects

3(1).1.3. Procurement ofoconut

3(1).14. Processing ofoconut

3(1).15. Procurement ofopra

3(i).16. Processing ofapra

3(1).1.7. Marketing of @conut oil and other products
3(1).18. New Schemes dheFederation
3(1).19. Financial analysis of the Federation
3(1).1.10. Internal audit andnispection
3(1).111. Performance evaluation offployees

3(1).1.12. Reconciliation of accounts witRegional Offices, District
Offices and Branch Offices/Field Offices

3(i).1.13. Quality Control and Compliance &food Safetyand S&cuity
Act 2006.

3(i).1.14. Performance evaluation of Regional of¢®istrict offices,
Branch offices and Field offics.
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3(i).1.1. Introduction

The Kerala Kera Karshaka Sahakarana Federgimpularly known as
AKer af ed o0 edeatioa formedpfae ¥he gurposd organisingcoconut
growers to augment their income and increase the productivity of farm sector
through increased system of production, procurement, processimgaakelting of
coconut and its byproducts. The adoption of modern agricultural practices to
increasehie productivity of coconut farms and increase the income of farmers to a
considerable extent is the prime object of the Federation. It also asrtrege
supply of seedlings, fertilizers, modefarm implements and equipment for the
cost effective mnagement of agricultural farms. The Federation shall also arrange
for the procurement of coconut copra and other products. The Federation has
installed plants for the processing of copra at Karunagappally (Kollamh) an
Naduvannur (Kozhikkode). The apex peoative through its farm interventions
egecially in marketing, shall be able to ensure the farmers with fair price for their
produce (coconut, copra etc.). Thederation is also entrusted with the object of
providing technical as well as financial atances to the member societies.

The marketing of the products requires modern sales management techniques
which shall be promoted by the Federation for the benefit of member societies too.
Since the Kerala Kerkarshaka Sahakarana Federation is an Apexety, It
shall beunder an obligation to undertake Financial Audit as well as Adminigtrati
Audit. The Administrative Audit guidelines laid down part | of the Kerala Ce
operative Audit Minual shall be followed by the auditors while auditing the

fedention.
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3(i).1.2 Verificationof objects

The auditor shall examine whether the apex federation is able to maintain
and succeed in fulfilling its object3he clauses of bylaws with respect to the
objects ofthe federation shall be scrutinisled the auditor at the time of audit

3(i).1.3 Procurement ofaconut

The details of coconut procured throughember societieor through
agricultural offices (Krishi Bhavanshall be verified by the auditor. He shall
compare the rate of coconut price disbursed in comparison with the support price
notified by the Government of Kerala. The stock register $lallerified andhe
stock in transit shall also be considered wlalriving at the closing stock of the
coconut.
3(i).1.4.Processing of @aconut

The auditor shalexaminethe conversiorratio of coconut to @pra and
ensure that the estimated quantity of copra is obtained from the qizemity of
coconut. The conversin ratio shall be exained and ensure that the apex
federation is making advantage out of thasitbess by ensuring optimum
production of copra. Thquantity of @conut inputs, the conversion ratio, and the
quality of output i.e. copra shall be véed bythe auditor. Every unishall be
examined to assess the productivity.

3(i).1.5 Procurement ofapra

The federation shall be procuring copra from the member societies or
farmers. The auditor shall verify the details of procurement of copra. The stock
register, invoices, procurement rate and the market price and support price of copra
shall be verified by theuditor. Moisture factorshall also be considered by the
auditor. The standard rate of such factors shall be comparedheitbriginal rate
in each unit

Read 1- 1) Circular No15/20® dated 2304/2009 of Registrar of
Co-operative Societies

2) Circular No39/2013 @ted 12062013 of Registrar of
Co-operative Societies
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3(i).1.6. Processing ofapra

The Copra procured alh be processed in the fact@ieowned by the
Federation. The auditor shall verify the conversion ratio of copra to cocomut oil
other products, by adopting the technique of process cdSbgnut oilobtained
per metric ton copra shall be verified to ensure that fdderation obtain
reasonablequantity of oil from copra. This will also fom the basis for the
assessment whether the copra procured was of reasonably standard Toelity.
rate of return as oil shall depend on the quaiftgopra procuredl'he auditor shall
ensure that the treatmesitnormal loss and abnormal loss are within the permitted
limits. The accounting dfy producs shall also be verified.

3(i).1.7. Marketing of oconut oil and other products

Adhering to modern markieg and sales techniques, itiMae able to ense
better marketing share olHaroilhGocomurnullduct s
powder etcwhich are marketd under thedera Bran@ which have gained
popularity and apeciation among the consumetr$ie awlitor shall verify whether
the federationhas suaceeded in utilizing the potential of its prodsicand the
available resources, by adopting modern marketing techniques.

3(1).1.8 New Schemes tifefederation

Thenew schemes introduced by tleelération shall bscrutinised by the
auditor andascertaiadwhether they are beneficial to the farmer community as a
whole.

3(i).1.9. Financial analysis of theefleration

The most important part of an administrative audit is the analysis of the
financial position of the éderation considerinthe 4-5 years financiadata The
growth rate of thedderation came ascertained by these datae auditor shall be
able to make approlaite conclusions regarding thederatiolds gowth prosped.
Various atios can be arrived at to make a fruitful anadys

3(i).1.1Q Internal audit and Inspection

The auditor shalénsure tht internal audit and inspectioase carried ouin
regular and prescribed intervals and that the reporisezned are considered by
the Board of Directors and the defects pointed out by ititernal auditand
inspection team are rectified properly
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3(i).1.11. Performance evaluation oh®loyees

The duties and responsibilities of Chief Executive Officer migke
mentioned in the bylaws. Ehduties and responsibilities of other employees must
be decided and circulated thgiuoffice orders or circulars. In caseamhission the
auditor shallpoint this outfor remedial actiorby the authorities concernedhe
Auditor shall make an evaluation on the basis of the relevant records whether the
performance of the CEO matched the stipulations in the bylaws. He shall also
ascertain whether the CEO has evaluated the performance of the employees in

terms of the coular.

3().1.12 Reconciliation of accounts with Regional Offices, District Offices and
Branch Offices/Field Offices

The auditor shallascertainthat the accounts with the Regional offices,

District Offices and Branch Offices/Field offices hacgbe&econciled regularly and
properly.
3(i).1.13. Quality Control and Compliance of Food Safahd Scurity Act 2006

Since Kerafed deals with food articles, it is obliged to conwih the
provisons of Food &fety and SecurityAct 2006 The auditorshall examine the

quality control measures adopted by tleelération.

3(i).1.14. Performance evaluation of Regional ofScBistrict offices, Branch
officesandField offices

The performancef each office/unishall be analysed and sethat they are

contibuting for the growth of theelderation positively.
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3(i).2. AUDIT OF CO-OPERATIVE SUGAR FACTORIES MILLS

3(i).2.1.
3(i).22.
3(i).23.
3(i).24.
3(i).25.
3(i).26.
3(i).2.7.
3(i).2.8.
3(i).2.9.
3(i).2.10.

3(7).2.11.

Introduction

Verification of Books of accounts maintained
Verification of lusiness

Verification of raw material (Sugarcane) account
Verification of production

Stock Verification

Verification of ales

Verification of grants/sbsidies received
Reconciliation ofaccounts with dealers
Verification of management functions

Verification of employees matter
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3(i).2.1 Introduction

Sugar factories are setup onagerative lines with the objective of ensuring
maximum possible canprice to the farmers. e membership is open to the
farmerswithin the area of operation. €lto-operative agar factories shall arrange
for the harvesting and transport of sugar cane from the members and make timely
payment to the members carensure marnum possible price. Aus the ce
operative shall ba catalyst for the socio economic development of the area, by
providing employmendpportuniies to the sugar cane farmers

3(i).2.2. Verificationof Books of Acounts maintained

The auditor shall acquaint with the books of accounts maintained iCdhe
operative sugaraictory before the commencement of audit. He shall also study the
nature of transactions and the method of accounting as well.

The books of accounts maintained in eaclpad@nent/section shall be
verified with special emphasis on their functiodsually the Sugar Factories/Mills
have the following departments/sections.

1. Administration/Accounts section

2. Cane Section

3. Manufacturing Section

4. Distillery
3(i).2.2.(1).Administration/Accountsegtion

In the Administration/Accounts sectigtine following books of accounts and
records should beaintained which shall be verified by the auditor.

1. Day book

2. Journals

3. Ledgers

4. Cane Payment Register

5. NRD Register

6. Stock Register of Molasses etc.
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3(1).22.1(1) Day book:

Day book is to be maintained in accordancdtihthe double entry system of
book keeping in which all daily transactions including cash as well as transfer are
to be recorded.
3(1).2.2.1(2) Journals :

Usually in Sugar Factories, purchagmirnals sales journal and journal
proper are to be maintained.

3(1).22.2(i). Purchase Journal : All purchases of store materials other than
sugarcae, are entered in this journallThe paid bills and themdjustments with
this journal are to be verified by thaditor and ensurkthat all the bils have been
correctly entered therein.

3(i).2.2.2(ii). Sales Journal : Theuditor shall veify the invoices in respect

of sales osugar, molasses etc. with the sales journal.

3(i).2.2.2(iii). Journal Proper : The Journal proper is intended for transfer
entries, closing entries of accounts, rectification entries etc. All adjustment entries
other than those entered time Purchase Joual and salesournal ae entered in
this Journal. The auditor has to check therpal slipswith the journal entries and
also coss check the entries with the ledger.

3().22.3.Ledgers

The Common ledgers maintained in a Sugar Factory are (a&r&dredger
(b) Personal Legers (c) Expense Ledger. Theddaor shall examine these ledgers
in orderto ascertain the accuracy of statements of accounts.

3(i).2.2.4Cane Payment Register :

This Register is maintained for recording the details of camplied by
membes, its value and final payments made. Deductions are to be made and
recaded in the egister in respect of loans and advances made if any, before
making the final paymentThe auditor shall verify theegister with respect to the
rate ofcane total value of cane supplied, advances nimdancs payable etc. and
ensure that all thesare properly recorded in thegister
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3(1).22.5 N.R.D. Register :

The auditor shall check the detaitd Non Refundable Deposits from ryats
the closeof the year with this egister and ensure that the balances in the
statement/schedule suiited by the mnagement agree with the balanceshia
Register.
3(i).2.2.6.Stock Register of Molasses

The aiditor shall scrutinize the stoclegister ofMolasses and other items,
which shall contain the details of production, issue and balance of each item.
3(i).2.2.2. Cane Section

The Registers maintained in the Cane Section are

a. Planting Register

b. Agreement Register

c. Register of Cane Supply

d. Cutting order Register
e.Purchase Register of Cane

The auditor shall check all the abovegisters and ensureaththe entries are
made in the egister properly and promptlyiHe shall see that the accounts are in
agreement with Day book, Genetaldger and other Personal Ledgers.

3(i).2.2.3. ManufacturingSection:

In the manufacturingsection @ily manufacturingeport and stockegisterof
sugarareto be maintained.

3(i).2.2.3.(1). Daily Manufacturing Report Daily arrival of cane, crushed
cane, yard balance, production of sugar, sugar in process, molasses and other by
products are to be entered in this Report Register. Fuel, firewood, chemicals and
other materials used for production are algobe enteredni the egister.The
auditor shall verify this register twee that all those entries are made promptly in
the Register.

3(1).22.3.(2) Stock Register obugar: The auditor shall cleck thestock
register of sgar and satisfythat production sales and d&lances are properly

accounted.
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3(1).22.3.(4) Distillery: The Distillery Units of Ceoperatve Sugar

Factories shall have to maintain fleldowing Registers:

1.

a &~ 0N

Stock Register of Molasses
Production Register

Stock Register of finished goods
Stock Registeof raw materials

Vendingfee Register

The Sugar Factory shall maintain muster rolls ofatsourersacquaintance

roll, Expenses &dger Cost of FPoduction Register, Cane Production Register,

Purchase Register of cane etdhe aiditor shall verify all tlese egisters and call

for confirmation certificates from the membeyats who are supplying cane, to

verify the balances if anydue to them. He has also to ensure that there is an

efficient system of internal checking and internal audit in the sugtoria
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3(i).3. AUDIT OF TEA FACTORIES

3(1).3.1. Introduction

3(i).32. Verification of Tea Plantation
3(1).3.3. Verification of Tea Factory
3(i).34. Quality Control Measures

3().3.5 Compliance of Food Safety & Security Act

3().36 Reconciliation of accounts with Tea Board
3(1).37 Reconciliation of accounts with other business dealers
3(1).38 Verification of Borrowings

3().39 Utilisation of Grart Subsidies
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3().311 Compliance with Labou€odes
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3(i).3.1. Introduction

Co-operatives own and operate tea estates andataid¢s. Those G-
operative societies who own tea estates have their own plantation of Tea plants and
grow tea plants in a scientific manner. On oieer hand the copemtive society
may be operating tea factories, where in tea leaf may be purchased from tea
growers and processing @& leaf such as drying owing etc. shall be carried out in
the factories. The various types ada products such aeaf tea, granules anega
powder shall be obtained througinocessing. The grading and quality control
measures are to be adopted by thanmagement in order to optimise their income
through salesThe value aded products of different varieties of tea Isuas
cardamom tea, chocolatsaiblendtea etc. shall be useful to coatp in the market.

The modern marketing management techniques shall also be adopted to achieve
themaximum sales turnover.

3(i).3.2. Verification of Tea Plantation

The auditor shallverify the operations of the plantation byrgmizing the
following points:

1. The area of land under tea plantation

2. The number of tea plants in the estate

3. The number of employees/lalmersengaged in the tea estate
4. Average usage dértilizer/manures applied in the estate
5. Average production in the tea estate

6. Highest production in the tea estate

7. Lowest production in the #eestate

8. Reason for the low production ldve

9. Quality of the €a planted

10. Qualify of led harvesed

11.Average expenditure per hecta

12. Average income per hec&a

13. Stock details of tea leaf

14. Sales details of tea leaf
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3(i).3.3. Verification of Tea Factory
The inputs as well as the output of tfactory shall be examined. The
auditor slould check the following points:

© oo NSO~ WDNPE

e
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The capacity of the factory

The capacity utilisation of the factory

The intake of raw tea leaf to the factory

The production details of leaf tea, granules and tea powder
Conversion ratio of raw leaf to leaf lea, granules t@adpowder
Labourer details in the factory

Wage details of labourers

Whether minimum wage law is compliadth in the factory
Quality control details

. Stock details of tea products

Sales details of tea products
Annual maintenance details atfory
Whether the provisions of thadtory Act is compliedvith

14 Whether the employees thfe factory argechnically qualified as per law

3(i).34.

Quality Control Measures

Grading and QualityControl Measures are inevitable for maximizing the
sales income of the Tea Fat. Whether the management laa®pted the quality
control measures is to be verified.

3(i).35. Compliance of Food Safetyd ®curity Ad 2006

The auditor shall ascesain whether the tea factory ha®mplied with the
provisions of the Food Safety and Security 2€06. If any short coming is
noticed, heshall include it in the Audit Bport.

3(i).36.

Reconciliation of accounts with Tea Board

The transactions with the Té&ward shall be verified and ensdréhat it is
reconciled on a regular basis.
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3(i).3.7 Reconciliation of accounts with other business dealers
The Cooperative Society shall be having business deals with other co

operatives, private traders companies tadplantation. The auditor shall see that
the accounts with these parties are reconciled regularly and the amount due to the
society is recovered promptly.

3(i).3.8. Verification of Borrowings

The working fund of the coperative may be arranged by waf
borrowings from Govemment Banks, and other approved financiadtitutions.
The auditor shall check the details of such borrowings such as the amount
borrowed, the terms of such borrowings, rate of interest paid, market rate of
interest, refund deta) dues or overdues in borrowings etc. The auditor shall
ensure that the ledger of borrowings is kepttapdate and he shall obtain
confirmation certificate from the d@ks/Government/other approved financial
institutions.
3(i).3.9 Utilisation of Grand/Subsidies

The receipt of Grant/subsidies from Government or Tea Board shall be

verified in the audit. Whether utilization certificdtas beersubmitted in time by

the management is also to be ascertained.

3(i).3.10 Business Analys

The husiness of the teaétory shall be verified by the auditor resorting to
different ratio analysis. Profitéity ratios such as rgss prdit ratio, net profit
ratio, expenses ratio, operating ratio, operating profit ratio, Stock Turn Over Ratio,
shall be worked out to ascertain the business position of the factory. Composite
ratios such as Turn Over oké&d assets. Turaver of total assets, Working Capital
Turn Over Ratio, etc shall also be computed to make a comprehensive business
analysis.

3(1).3.11. Compliance with Labour Codes/laws

The tea &ctory being a maufacturing unit shall be oblegl to comply with
the lalour codes/legislations such as Minimum Wages Ractories Act, etc. The
auditor shall acquaint with various provisions otlsuegislations and examine
whether they are complied with by the tea factory.
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(if). INDUSTRIAL PROCESSING

3(ii).(1) AUDIT OF KERALA STATE CO -OPERATIVE TEXTILE
FEDERATION LTD. (TEXFED)
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3(i).1.2. Verification of borrowings

3(i1).1.3. Verification of interest due ondorowings

3(ii).1.4. Repayment of loan® Government t of Keraland NCDC
3(ii).1.5. Verification of loans issued
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3(ii).1.7. Verification of establishmenkpenses

3(ii).1.8. Profit appropriation
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3(ii).1. Introduction

Kerala StateCo-opeaative Textile Federation Ltd.TEXFED) is the apex
federation of TextileCo-operatives such as weaving millspinning mills and
processing mills.The membership of theedleration is open to Gaperative
spinning mills, Spinning and Weaving mills, Weaving mills, Processing mills,
Finishing Mills, Kerala State Handloom Weaverso-Gperative Society
(HANTEX), Regional Power loom Weavers ©peative Societies, National and
State level Textile Federations, NCDC and Stemtral GovernmentThe
objectives of the federation 9 to plan, advice assist, cardinge, monitor,
supervise, manage and otherwise facilitate the organization and wofkimg co
operative textile millsin the State.The federation also aimmat promoting or
assising to promote oorganize newextile mill of its own or at the instance it$
affiliated mills/units and to arrange for manufacturaitextile products dealing
with and supply of all textiles machinery equipment, raw materials, consumable
stores and spares, semi finished produstsste etc of theektile mills ard also
advaice loans to member textile millgfts onareasonable rate of interedt also
aims at engaging imdding activities The federation being an apex institutioas
to complywith the provisions of sub section 10 and 11 of section 63 of Kerala Co
operaive Societies Act. Theudlitor sh#l study well about the objectivéanctions
and infrastructure details of the Federation including Branches/Regional Offices/
Units at theoutset.He shall also acquaint with the Bylavesinual working reports

as well agheprevious Audit Reports.
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3(ii).1.2. Verification of Borrowings

The Provisions of the bylaw of thederation with rggect to the permitted
limtofbor r owi ngs shall be examined in audi
obtained and ensutethat the bance outstanding in respect ofinzipal and
interest is in agreement with tkkenfirmation statement and thedieratio® sookis

of accountsuch ad edger of borrowings.
3(ii).1.3. Verification of Interest Due on Borrowings

The rate binterest on borrowing of theetleration shall be reasonable atd
par with the existing rate ¢fie Banking Industry. Apart from the borrowings from
Government of Keraland NCDC borrowingsmay be madé&rom Banks and other
financial institutions, on which the rate by interest shall be considered on the above
lines. The balance outstanding, whether due or overdue, in respect of interests on
borrowing shall be checked with the confirmation statemeriskd of accounts

andfinancial statements of thederation.

3(ii).1.4. Repayment of loarte Governmenof Kerala NCDC etc.

The loans availed from Government of Kerala or NCDC shall be refunded
after the lock in period. Theuditor shall verify the lan sanctia order and see
that the instahents are repaid as schedulébnfirmation certificate shall be
obtained from the Government of Kerala or NCDC and compared with the books
of accounts of theelderation. ®erdues in respect ofrimcipal or interest shall be
reported in audit.

3(ii).1.5. Verification of loans issued
The loans issued to the member societies or the units shall be checked with

the statements schedulésan ledger, General Ledger etéew confirmations may

be obtained from theborrowers on random sample basik,the number of
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borrowersare huge and check it with thederatiods records. If any discrepancy

or mismatch is found, the auditor shall go for a detailed verification taking a large
size of sample or the wholaccountsof loans outstandingThe pincipal
outstanding intereshat isdue andheinterest overdue shall be cross checked with
the books of accounts of the Texfed. If the loan accounts show any long pendency,
it shall be specially checkezhd reason for sudong pendencghall be called for

from the Chief ExecutiveAdequate pvisioning may be made in such accounts.

3(ii).1.6. Verification of nterest due on loans and advances
Loan accounts of all borrowers shall be vedfito ensure that every

borroweris treated equally and the rate of interest charged is uniform and as per
the directions of the Government /Registrar. The balance outstanding as interest
receivable shalbe checked with the personkdgers and General ledger and

schedule of intereseceivable at the end of the year.

3(ii).1.7. Verification of Establishment Expenses
The Expenditure on establishment as well contingencies shall be compared

with the Budget estimates. The outstanding payments both at the beginning and at
the end of the year shaltle consideredn the audit. The auditor el verify
whether the expensacurred is reasonable and genuine. The propriety as well as

the efficiency of expenditure shall be verified.

3(ii).1.8. Profit appropriation

The net profit of previous years shall be appropriated in accordance with
section 56 and Rule 53 of Kerdlm-operative Societies Act and Rules, and as per
the Bylaw of the Federation. Whether the profit appropriation approved by the
General Body is carried over to the Day Book and other books of account of the
Federation, Keeping the provision of Kerala-Qquarative Scieties Act, Rules and
Bylaws shall be ensured
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3(ii).1.9 Verification of employds service matters

The relevant sectio(6n 80) and Rules (Rules 182 to 201) of the Kerala Co
operative Societies Act and Notification or orders of Governmeneaddl and the
circulars of the Registrar (Director of Industriehpll be perused while auditing
the establishment of the Texfe@hapterX of part 11 of the revised Kerala Go

operative AuditManual maybereferred.

3(ii).1.10Verification of Suspengkssets

The ledger of Suspense Assets may be verified and eitbatethe schedule
made available for audit is in agreement with the books of accounts. The Receipts
and Disbursements and Balance sheet shallexismined to see that the amoaht
suspens asets agree with the schedules attached. Transaction in each account
shall be verified thoroughly tsee that no entries were made tmderstatethe
balances outstanding particularly in the last months of the financial year and the
initial months of thefinancial year. Confirmations may be obtained with the case

of suspecteentries.

3(ii).1.11. Verification of Suspense Liability

The receipts/challans ofispencdiability amounts shall be checked with the
personal ledger of Suspense Liabilifyne amountoutstanding at the end of the
year shall be verified with the schedules, General ledger and the financial
statements. The auditor shall send letter of confirmation to the parties and ensure

the genuineessof the balance outstanding.
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3(ii).1.12 Reconciliation of Acounts with Member Societies

The accounts with the member societies shall be reconciled regularly. The
auditor shall check the reconciliation statements and ensure that reconciliation

statement is prepared properly ahdttno transaction is pending tectonciled.

3(ii).1.13 Reconciliation of accounts with dealers

The accounts with cottonextile dealers other than membsbcietes,
weaving and spinning millsshall be reconciled regularly. The auditor shall
examine tle personal ledgers accounts with such agencies and ensure that they are

properly reconciled.

3(ii).1.14. Implementation ofpecial schemes

The special schemes implemented by the Government/Federation for the
modernisation of spinning mills, modernisatiohpower looms and revitalisation
of spinning mills shall be sctinised. The project proposal/report of each scheme
should be examined and the amount spent for each project should be evaluated.

The outcome of projectnplementatiommay be assessed angoged.
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3(ii).2. AUDIT OF KERALA STATE CASHEW WORKERS APEX
INDUSTRIAL CO -OPERATIVE SOCIETY LTD (CAPEX)

3(ii).2.1. Introduction

The Kerala State Cashewdikers Apex Industrial Coperative Society
(CAPEX) was formed with the maimbjectof organising the cashew industry on
commercial lines. The very intgan of the formation of CAPEX is to ensure
maximum working days to the workers attached to CAPEX who belongs to lowest
income group of the society, and enhance their livelihdbdshall render
assistances to the affiliated cooperative societies in the matter of procurement and
distribution of rawnuts, making available funds forocessing and marketing of
kernels and other items produced in the factories of the affiliated gsCiEAPEX
wasformed as anf@ex society toproduce raw cashew nuts, distribute slagne to
the factories and get them processed and retrieveethelk in differengrades and
market them throughhe traders. All these are done to provide continuous
maxinum employment to the workers engaged in cashew processing industry of

which 90% ofthe workers are women and belongindackward classes.

CAPEX has a capacity to process 10000 MTao¥ cashew nuts per annum.
The kernels are obtained through pegl of cashew nuts, and theectkels are
classified into different gades based on the colour, count, moisture percentage etc.
CAPEX is marketing a number of value added prodinctsugh fanchisees.

3(ii).2.2. Special points to be verified

I.  Whether qualitycontrol is properly adhered in the apex society and a regular
system of quality control is adopted.

li.  Whether the out turn analysis is made so that the oatiaw nuts processed
and the krnels obtained is maintained at a satisfactory level.
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Vi.

Vil.

Viii .

Xi.

Xil.

Xiii .

Xiv.

XV.

Whether benefs to the workers are given as per the labour codes.
Whether fund management of the apegisty is carried out i@ satisfactory
manner.

Whether the pex society has got tHeence from food safetyand security
department and the provisions of the fosdfeyy and security act are
complied with

Whether books of accounts of the apexisty is maintained properly and

verified in audit in accordance with the Kerala Cooperative Societies Act
and Rules.

Whether the society had filed the returns and statenmemiiscordance with
section 6€ of the Kerala Cooperative Societies Act.

Whether the annual General body is conducted and the Budget, programme
of activities for the forthcoming yeathe annual working report, financial
statements and audit report areraped by the Annual General body.

Whether the bylaw rmendments and appropriation oktnprofit was

approved in the Annual General body.

Whether annual stock kication is conducted in thepax society as per
Directions of the Registrar and the guidelipesvided as per chapter IX of
the revised Kerala Coperative Audit Manual, Part |

Whether the financial ratio analysis was adopted to knowxaet énancial
strength of the@ex society.

Whether the Board of Directors is taking interest in the aftdithe society
and the affairs of the apewdety is managed efficiently, economically and
transparently.

Whether he capacity utilization of the€tories of CAPEX was satisfactory.

Whether the export ofétnels and other products to other countries was
achieved in its full potential.

Whether the accounts with affiliated member societies factories and
franchisees are reconciled regularly.
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3(ii).3. AUDIT OF KERALA STATE CO-OPERATIVE SERICULTURE
FEDERATION (SERIFED)

3(ii).3.1. Introduction

The Kerala State Coperative Sericulture Federation was established to
facilitate the sericulture business in the state. The federation provides the
infrastructual facilities tothe primary sericulture societies for mulberry cultivation
and cocoon production. It shall provide the inputs needed for the mulberry
cultivation and also enable the marketing of cocoon, silk, silk fabric and silk waste.
The procurement of cocoon from the sericulture farmers shall be arranged either
through the primiy societies or directly by the SERIFED. The working shed for
the cocoon production, silk manufacturing etc shall be arranged by the federation.

The auditor shall examine the folang points in addition to theemeral
audit guidelines provideith Partl of theKerala Cooperative Audit Manual:

1. Whether the financial assistances received from the Government of Kerala
or Government of India or any other agency was properly accounted in the
books of accounts.

2. Whether the refund of instalments due to d@vernment of Kerala was

made in time.

Whether the boks of &counts were maintained by thexleration properly.

4. Whether the accounts of mulberry cultivation, cocoon production,
procurement and sales were incorporated in the books of accounts of the
federdion.

5. Whether the fixed assets of the federation was verified and valued by the
auditor.

6. Whether the grants and subsislireceived by the federation anglized

properly and utilisation certificate submitted to the concerned authorities.
7. Whether the elexn to the Board of Directors were held in time.

8. Whether the Annual General Body meeting was held in accordance with the
provisions of Kerala Goperative Societies Act and Rules and mandatory
obligations fulfilled.

9. Whether the annual stock verification sva&onducted properly and the
auditor has based the Annual Stock verification statement for calculating the
closing stock.

w
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3.(ii).4. AUDIT OF CO-OPERATIVE SPINNING MILLS

3(ii).4.1.
3(ii).4.2.
3(ii).4.3.
3(ii).4.4.
3(ii).4.5.
3(ii).4.6.
3(ii).4.7.
3(ii).4.8.

3(ii).4.9.

3(ii).4.10.

3(ii).4.11.

3(ii).4.12
3(ii).4.13

3(ii). 4.14

Introduction

Capacity Utilisation of the factory

Verification of Production

Performance evaluation

Verification of Books, Registers etc. maintained in the Spinning |
Reconciliation of accounts with Apé&ederations

Loans, and Advances fro@overnment of Kerala/NCDC

Reconcilation of accounts withGovernment of Kerala /INCDC

Verification of StocKTurnoverRatio
Verification of inventory in use
Verification of Stock Level
Revitalisation Schemes
Modernisation of Spinning Mills

Compliance with various regulations
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3(ii).4.1. Introduction

The Primary aim of &o-operative spinning mill is to provide employment
opportunities to the sked and unskilled workers. The spinning mallso aimsat
providing qualiy yarn to the handloom sectofhese spinning mills set up their
factory with adequate number of spindles to produce variouss kifiggarn in
different counts.They producecarded and aobed yarn in differet counts and
different forms.The spinning nils aim at providing Hank Yarn and cone yarn to

the weavers at a reasonable rate in a seamless manner.

As the work of the Spinning Millare specialized in nature, thedstor shall
studythe institution vell by verifying the lylaws, previous yearsudit reports and
the annual working reports presented before the General Body of the Society. He
shall ascertain the quality parameters and ensure that the institution has
implemented adequatquality control measures and complyith the quality
parameters. The mission and vision of the institution shall bguideng force, and

hence the auditor shall understand the same.

3(ii).4.2. Capacity Utilisation of the factory

The capacityutilization of the pindles shall be examined and if the
percentage of capacity utilizan is not satisfactoryit shall be reported. The
management may be advised to incre&sedapacity utilization of the machinery
and equipment

3(ii).4.3. Verificaton of Production

The auditor shall verify the falving points while auditing in respect thfe

production in a spinning mill.
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1. Production capacity ie., Nmberof spindles available in the factory
2. Numberof spindles utilized for manufacturing yarn

3. Quality and Quantity of raw materials

4. Number of workers available in the Unit

5. Time schedule of workers

6. Delivery of raw materials

7. Conversion ratio of raw materials to yarn

8. Quality of products (yarn)

9. Cost of Production/operational expess

10. Market demand for the products

11. The inventory details of raw materials, work in progress and finished
goods

12.The inventory costs, cost of stgeafacilities handling chargelssurance,
pilferage, taxes etc.

13. Stocklevel maintained in the factory

14. Stockturnoverratio etc.

3(ii).4.4. Performance evaluation

The performance of thespinning Mill may be asssa adopting various

ratios such as gross profit ratio, net profit ratio, operating ratio, operating profit

ratio, Stockturnover ratioetc. The performance of the employees may also be

assessed.

Refer(ChapteiXIl of Partl of the Keral&Co-operative Audi Manual)

3(ii).4.5. Verification of Books, Registers etc. maintained in the Spinning Mill

With respect to the purchase of cott@sue of yarn and stock keepjrbe

following books and registei@e maintained in the spinninglls, which shall be

verified intheaudit.

65



1.  Cotton lotbook: Purchase of cotton in lots is entered in thgigter.
The issue of cotton for mixing shall also be entered in the same register.

2. Mixing book: This register is intendetb record the variety, the lot
numberfrom which the issue is made daguantity received with weight antet
percentage of each varietged for quantityith weight. The percentage of each
variety used foone mixture is also arrived and noted in this register.

3. Cotton stockRegister: The stock register of cottorprovides the
balance stock onamd every day.

4, Blow loom lap Register: This register is maintained to show the
number of lg@s produced per day.

5. Drawing Hanks ProductiofRegister: This register is maintained to
exhibit thetotal number of hanks produced per day.

6. Hanks productiorRegister:This register gives details of the cotton
hanks processing which is supplementary to the Drawing Hanks Production
Register.

7. Drawing Wrapping Register/Sampl&/rapping Register These

registers are maintained to entee strength of slivers when euessted and

show whether the standard is maintaittedughout

8.  Yarn Production Doff Weighment Register : Thetalls of production
of yarn per shift per day including gross weight awed weight is recorded in this
register.

9. Unreded Yarn StockRegister: This register is posted from yarn
production register with the quantity produced per day and the quantity issued for
reeling per day and also the balance aotded yarn at thelose of each day.

10. Pneumofil Waste Register : This register gives the details of the waste
of cotton in the frames. The acknowledgement of the worker is obtained in this

register, accepting the correctness of quantity.
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11. Pneumofil Wage Percentagregister : This egistershows thedetails
of total percentage of cotton waste. Consiun is given toeach worker if the
waste is less than a fixed percentage.

12. Spinning Production Gumission Register : Thisegister shall be
showing the commission andcentive for the production of yarn over and above
the fixed standard weight.

13. Doff Receipt Regiter/Main Doff Register : Theseegisters give the
total production per day and also the total monthly production by each worker.

14. Monthly WagesRegister The total doffs produced by each worker

shall be available from this register. The wages due to the workitralgtbe
available from thisegister, which is posted from Doff Register.

15. Reeled Yarn Stock Register : The details of daily receigtissue to
bundling section and the closing stock of every day is recorded in this register.

16. Bundling Prodution Register : The receipt ofayn from the Reeled
yarn stock Register is posted in this Register and also the number of bundles
produced peday.

17. Bundle Yarn Stock Register : The total receipt of bundles igexthte
from the Bundle productioregister and after entering the issue of bundles daily to
Bale Section, the balance as on the close of the day is arrived at both in number
and in weight.

18. Bale Stock Register : The details of bales such as opdyalagce,
receipts and issuder sales per day and closing balance of stock on hand, shall be
available from tis register.

Theauditor shall verify the abovegisters and ensutkat the entries
are made promptly. He shall also verify whether the purshases made with

proper authority and authentication.
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3(ii).4.6. Reconciliation of accounts with Apéederation, National level
Institutions etc

The accounts of th&pinning Mills with their Apex Federation (Texfed),
Hantex, Hanveev etc. shall veconciledregularly. The accounts with National
Textile Fecekration shall also be reconciled a reglar basis. The anagement of
the Spinning Mill shall ensure that thecoaciliation statements are prepared and

compared with the confirmation from the institutions concerned.

3(ii).4.7. Loans, and Advances from Government/NCDC

The receipts, repayments and the outstanding balance in respect of loans and
advances from th&overnment of Kerala and NCDC (National -Gperative
Development Corporation) shall be checked by the auditor and drikatgroper

records and registers are kept by the society.

The overduesiif any, in respect of principal and interest on loan accounts

shall also be scrutinized and reported in audit.

3(ii).4.8. Reconciliation of accounts with Goverentof Kerala /INCDC

The management of tlepinningmills shall obtain confirmation certificates
from the Governmenif Kerala NCDC and ensure that the balance outstanding at
the er of the year agrees togethBeconciliation of accounts with Government of

Kerala and NCDC shall be ensured.

3(ii).4.9. Verification of StocKurnoverRatio

Stock Turnower Ratio is computed by dividing the cost of goods sold by the
average inventory. It is actually the relationship between inventory and cost of

goods sold.
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StockTurnoverRatio = Costs of Good Sold
Average Stock

Costs of goodsatd is calculated as follows
Costs of goods Sold = Opening stock + Purchas€sosing Stock

Average inventory =Opening stock + Closing stock

2
3(ii).4.10. Verification of inventory in use

Inventory Management has muclsignificance in the production
management and control of ©perative Spinning Millsin order to carry on the
uninterrupted production it should b@managed aentifically and efficiently,

following principles of inventory mnagement.

3(ii).4.11. Verifcation of Stock Level

The Production unit shatlarefully maintain the stock level tbe advantage
of the spinning nl. Overstocking andunder stocking of materials should be
avoided. The management of thallmshall fix stock levels as maximum level,
minimum level, order level, avega level and danger level. Theiditor shall
verify the stock level so fixed bthe management with thadf the actual stock

level maintained in the factory.

3(ii).4.12. Revitalisation Schemes

The revitalization schemes implemented by the Government of Kerala, with
the participation of Tetked and Smning Mills, for the improvemenof textile
sector shall be examined in audit.
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3(ii).4.13. Modernisation of Spinning Mills

To compete withCorporate Textile Mills, theCo-operative $inning Mills
shall have modermachineryand equipment coupled with technically trained
workers. Realising the importance of the above, Government of Kerala had
initiated special schemes for the@dernization ospinning nills. The aiditor shall
examine the elements of modernization and make an evaluation of the process of

modernization of Caperative Spinning Mills.
3(ii).4.14. Compliance with various regulations

The workers details as well as thegulationsrelated to the payment of
wages shall examined. The complianegh the laws ofpollution control and

environment protection shall also be ascertained.
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Chapterll |
3.(i1).5. AUDIT OF SERICULTURE CO -OPERATIVE SOCIETIES

Sericulture Ceoperatives are setip with the object of generation of
employment opportunities in rural areas. The area of operation may be a Grama
Panchayat or more. The society shall attempt to serve thellsgecfarmers by
providing mulberry plants and cocoons as and when required. The society shall
undertake the production of cocoons or it shall undertake the collection of cocoons
from the members and process it and arrange for the marketing of silk Widrens.
sericulture ceoperdive society shall laison with Central SilkoBrd, Agriculture
Departments o€Centre as well aState to avail guide lines for modern cultivation
pattern of mulberry cultivation and silk worm production. It shall also arrange for
the fertilizers, manure and other allied agricultural implements, irrigation
equpment etc for the mulberry cultivation. The shed required for cocoon
production andéncillaryequipmeni&and other requirements shall be made available
by the society. It shalctasan agenbf the Government and CentralkSBoard
for the distibution of materials required for the cultivation of mulberry as well as
the production of cocoon or silk worm. The society shall provide credit to the
farmers for mulberry cultivation nal silk worm production either directly or
through banks. The sericulture-operative society shall promote cattle farming,
which shall besupporting theactivities for the mulberry cultivation and help to
obtain loans and advances for cattle farming. f@meains of silk worms/cocoons
shall be useful for the rabbits and hence it shall promote the rabbit rearing on an
industrial basis. It shall be the responsibility of the sericulture society to engage
and undertake welfare schemes and projects for th@etomnd social welfare of
the farmers of this sector. The society shallassociation with the Central Silk

Board and other agencies engaged in sericulture, produce better quality silks and
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market it inside the state and abroad. The society shall praaoitggs habitself
relianceand ceoperation among its members. It shall alsthwihe permission of
Registrar collect deposits conductvarious deposit schemes such as mutual benefit
schemesor monthly deposit schemes and welfanad for the bettermerof its

members.

The aiditor shall study the activities of the society and make an analysis
with respect to its objectsnd accomplishmentsThe society shall maintain the
books of accounts as stipulated in the Keraleo@erative Societies Act anRules.

The auditor shall check the disbursal of loans and advances. The loan application
the bad or agreement, theecurities offered or security pledgedavith the
resolution of the Board of Directors, the disbursement of loan amount and the
personal ledgrs of loans and advances etc shall be verifireddetail The
repayment of instalments dhde monitored and the overdut any, shall be
legally dealt with. The aditor shall velfy whether there is any overdum the

loans and advances taken by the ifloaf Directors. The major activity ie the
production purchase and sale of silk/silk worm/cocoon shall be verified in detail.
The socigt shall maintain the books ancdegisters in respect of mulberry
cultivation, silk worm production, purchase and salesit etc which shall be
examined carefully. It should be ensured that all accounts such as receipts and
payments related to the sericulture activities are brought into the books of accounts
of the sericulture societyVhether annual General bodyeetingwas conducted as

per section 29 of KCS Act shall be ascertained. Whether the society submits

statements and returns in accordance with section 66C shall also be examined.
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Chapterl I |

(iif). AUDIT OF OTHER PROCESSING CO-OPERATIVE S

3.(ii1).(1). AUDIT OF REGIONAL AGRO INDUSTRIAL DEVELOPMENT
CO-OPERATIVE OF KERALA LTD (RAIDCO)

3(iii ).1.1. Introduction

3(iii ).1.2 Objects of the Federal Guperative
3(iii).1.3 Sources of funds and Working Capital
3(iii).1.4 Human Resources

3(iii).1.5 BusinessAnalysis

3(iii).1.6 Quality Gontrol and compliance oFoodSafety and $curity Act

3(iii ).1.7 Verification of Accounts of different units

3(iii).1.1. Introduction
The Regioal Agro Industrial Development Gaperative of Kerala Ltdsia

FederalCo-operative Society as defined in the Keraladperative Societies Act,

having statevide aea of operation.

3(iii).1. 2. Objects of the Federal Gaperative and its accomplishment
Its major objects are purchase or manufacture or hire agricultural megchi

and implements igluding power tillers, Power ploughgyashers, tractors,ump
sets, PVC fpes etc. and either to sell or supply on hire purchase basis or on hire,
Raidco shall purchase or manufacture industrial machinery, either to sell or supply
or hire purchase basis to small cottage/large scale indusinesher objects to

promote, establish, maintaand manage the business relat@dhe manufacture,
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purchase and sale of any type of products of fruits and vegethlsgball also act
as anagent of the Central/State Government organizations or institutions for the
distribution of agricultural machingrand other inputs. Theelderal Ceoperative
also aing at the arrangement for procurement or manufacturing and distribution of

organic and chaical fertilizers, seeds, pesticides etc.

Raidco shall undertakeural electrification programmedjft irrigation
programmesand small hydro power projectstc It also ains at interventions in
solar energy generatiore manufacture and dishution of ®lar power equipment
and solar energy systems. The Federal Society shall hire land on lease for
undert&ing modern farming activitie®aidco shall also work faseting up waste

management plants, crematorium and butcheries on modesn |i

The Regional Aro Industrial Federation had established branch offices,
production units and service centres in different parts of the state to accomplish the
above objects. It hstarted production/manufacturing units suah pumpset
manufacturing unit,Agricultural workshop/Rollers manufacturing unit, Agro
machinery unit, fruit caning unit curry powder unit and solar energy unit named
Raidco renewable. Raidcmanufatures NPK bio fertilizers and distributes it
through its branches. The auditor shall verify the asj@and functions of the €o
operative and satisfy that it is working on the lines of objects outlined in the
bylaws.

3(iii).1.3. Sources of funds and Working Capital

The working epitalformation is the most importafdctor for the successful
operation of an institution having multiple objects and operations. The sources of
funds laid down in the bylaw may be ascertained and examvhether the full

potential had been utilised toobilise theworking capital.
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3(iii).14. Human Resources
The guidelines prescribed in the pdftof the Kerala Cabperative Manual

may be referred while auditing tlservicematters connected with the employees.
The auditor shall also verify whether the guidelines in respect of HumauiRes

Management had been compliedh by the Federal Society.

Read : (Circular No. 56/2006 dated™IS8ovember 2006 of Registrar of Co
operative Societies)

3(iii).1.5. Business Analysis
The auditor shall resort to various ratio analy$es obtaining the actual

position of business, conducted by the society. (Refer. Chapter XII of theqgfart
the Kerala Ceoperative Audit Manual)

The gross bsiness of the society for the past years may be compared to the
current yeais perfornance andhe conclusion of theualitor may be reported. The
gross profit ratio, the net profit ratio, theosk turnover ratio etc. may be

ascertained.

3(iii).1.6. Qudity Control and compliancef Foodsafety and security A2006G
Since the Federal Societyndertakes the production and distribution/

marketing of food articles, ghall be obliged to complyith the provisios of PFA
Act as well as the Fab Safety and Security Act. Theudtor shall examine
whether the aciety had obtained licem from the concerned authority and
complied with the provisios of the enactents. The quality control measures

should also be strictly implemented.

The society shall maintain prapbooks of accounts as well asgrsters in
respect of financial assistances receiftean the Government of Kerala, NCDC
etc. The repayment should be watched by checking the Regiéthare capital
loans etc. by theulitor.
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3(iii).1.7. Verification of @counts of different units.

The ooks of accountsf different units of the saety shall be verified and
ensued that all the accounts arecorporatd with t he soci etyds mae
The profit and loss account of each unit should be separately drawn up and the net
profit or net lossshall be particularly examined.oss making units shall be
scrutinized separately artlde reason for such losses and action on them shall be

reported in audit.
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Chapterl I |

3.(iii).2. AUDIT OF KERALA STATE RUBBER CO -OPERATIVE LTD.

3(iii). 2.1.
3(iii). 2.2.
3(iii). 2.3.
3(iii). 2.4.
3(iii). 2.5.
3(iii). 2.6.
3(iii). 2.7.
3(iii). 2.8.
3(iii). 2.9.

(RUBCO)

Introduction

Source of Funds and Working Capital

Verification of Human Resources

Business Analysis

Reconciliation of accountsith branches, units and other institutior
Fund flow Analysis

Ratio Analysis

Verification of subsidiary units

Compliance with Food Safety and Security Act

3(iii).2.1. Introduction

Kerala State Rubber Gaperative is a Federal Gyperative Society having

area of operation all over théage. The main objects of thederation are to

promote, establishmaintain and manage the business relatbogmanufacture,

purchase and sale of differekinds oftyres to promote, establish, maintain and

manage the business relating to the manufagiurehase and sale of any type

productsbased on natural or processed rubber ubvber wood. The business

relating to the manufacturgpurchase or sale of any type of machinery, tools,

apparatus, utensils, fertilizers, chemicals and devicesesfuired for cultivaton

growing, processing etc. ofilbbber is another major objective. It also sian the

promotion and establishment of the business relating to the manufacture, purchase

and sale of any type of products based on coconut or any other agalult

produce The Rubco branded products viz. Rubco mattresses palsafRubco
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furnitures manufactured out of Rubwood etc. constitute nlagor products of
Rubco. The aditor shall veify the details of each produand its production units

to see thatiteyare managedn an efficient and profitable maar.

3(ii).2.2. Source of Funds and Working Capital

The source of funds enumerated in the Bylaw shall be examined amd see
that the full potential of such sources were tapped for the formation of working
capital. The cost of funds shall also be examined to see that the rate affordable an

reasonable were opted by thamagement.

3(iii).2.3. Verification of Human Resources
The auditor shall refer Chapter X gfartll of the Kerala Ceoperative Audit

Manual, while auditing the employ@e service related matters. It should be
ensuredhat the mode of recruitment wasaccordance with the provisions of the
Act, Rules ad the drections & Registrar. The employees shall have the
gualifications as prescribed in the Rules. The auditor shall verify whether the

employees have the minimum qualifications prescribed for the posts.

3(iii).2.4. Business Analysis

Every business unif the federal sciety shall be scrutinised separately and
the principles of management accounting and cost accounts shall be adopted to
arrive at the exadinancial position of each unit Profitability analysis of every
unit shall be made and appropriateggestions put forward based the different
ratios. The federal society untikesthe manufacturing and sales of mattresses,
funiture, chappal et¢ which shold be examined separately. Thesiness results
as a whole should be verified to seatthihe society hadtaken appropriate
decisbns with respect to each unRatios suchas working capitaltatio, liquid
ratio, gross profit ratio, ret profit ratio,operating profit ratio and stockirhover
ratio shall be calculated for a better business amslys
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3(iii).2.5. Reconciliation of accounts withrénches, units and other institutions

The accounts with therdnches, different units and institutions shall be
reconcile regularly to avoid long pending unreconciled amounts. Tiuditar shall
check thereconciiation statements of each unit, brana@nd other institutions
separately and ensure thatatcounts areecnciled properly. If any amourseen
un reconciled for a lorey period, the written explanation of the Chief Executive

shall be obtainedand suitable provisions shall be made.

3(iii).2.6. Fund flow Analysis
Cash budgeting and fund flow management are very significant in the

business management of various units and branches obc¢hetys\Whether the
funds requird for each unit wee supplied in time are to be verifiedthether there
were excessive hds allotted to any of the unghould also be ascertainedhe
profitability of each unidepends on liquidity management and hetioere should
be a proper system of flow of funds.
3(iii). 2.7. Ratio Analysis

The variousratios in respect of each umshall be worked out and the
management of the society shall decide upon the prospeaistoiisits. Theatio
analysis guidelines mentioned in Chapter Xll of the padf the Kerala Ce

operative Audit Manual shall be adhered to.

3(iii).2.8. Verification of subsidiary units

If the Federal Society had constituted subsidiary units in accordance with
section 14AA of Kerala Goperative Societies Acit shall be the duty of the
auditor to check the account and financial statemehssich subsidiary units. The
auditor shall ensure that the activities of such subsidiary units were carried out

strictly in accordance with the provisiohtbe Act, Rules and Bylaws o8 rules.
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3(iii). 2.9. Compliance with Food Safety and Security 2006

Sincethe Federal Society deals withold articles, it is obligatory on the part
of the society to comply with the provisions of the Food Safety and Security Act
2006 The aditor shall check witber the licensingand other clauses of the Act

arecomplied with by the society.
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Chapterl I |

3.(ii1).3. AUDIT OF DINESH BEEDI WORKERS CENTRAL
CO-OPERATIVE SOCIETY LTD.

3Giii). 3.1.
3(iii). 3.2.
3(iii). 3.3.
3(jii). 3.4
3(ii). 3.5
3(iii). 3.6
3(iii). 3.7
3(ii). 3.8
3(iii). 3.9
3(iii). 3.10
3(jii). 3.11
3(jii). 3.12
3(iii). 3.13
3(jii). 3.14
3(jii). 3.15
3(iii). 3.16

Introduction

Purchase of rawnaterials

Production and sales of Beedi

Accounts with Primary Societies

Payment of Taxes

Welfare cum Pension scheme

ESI Scheme

Dinesh Food Products

Dinesh Umbrellas

Dinesh Information Technology Systems (DITS)
Dinesh Apparels

Government assistan¢ésrants/Shares/Loans
Business Analysis

Appropriations of Net Profit

Compliance with Food Safegnd Security Ac2006

Compliance with Labour Welfare Legislations
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3(iii).3.1. Introduction
The crisis consequent on thmplementation of Beedi and CigAct by the

Central Government, in the Beedector, ultimately lead to the formation of
Dinesh Beedi Wirkerés Central Ceoperative Society. The aim of such an
enterprise was to provide employment/labour to the beedi wsorkbe Primary

Beedi workersindustrial Ceoperative Societieare the members of thee@tral
Co-operative Society. lorder to provide full time labour to its workers (i.e. the
members of the primary Beedi Workers Society), Dinesh Beedi Central Co
operative Society arranges for the production of Beedi, supplyingnaerials

such leaf, tobacco, etc. and also labels and twine for binding. The Central Society
collect the beedi manufactured by the members of the Primary Saaieipges

for the sales of the beedi sThoGonsunters br a
for the Beedi haslecreased drastically due to the increased awareness among the
people, of the unhealthy effects of smoking, and the production and sales of Beedi
had come down. In order d tide over the crisis, Dinesh Management had
implementeddiversified projects such as Dinesh Foods, Dinesh Umbrellas, Bines

IT Systems (DITS) and Dineshppards etc. which hadh great impact orhe
society. Government of Kerala had supported the society by providing financial

assistances such as grants, subsidiesg slagqitalcontributionetc.

3(iii). 3.2. Purchase of raw materials
The aiditor shall checkwhether the procedureswere followed in the

purchase of rawnaterial for the production ofeedi umbrellas, édod articles and
garments. Thenarket rate shall beompared with the purchased sale of such
raw materials. Theuality of such raw materigimay also be checked and ensured
thatthe right quality habeen purchased.
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3(iii).3.3. Production and sales of Beedi

The raw materials used for manufacturindingl of beedis shall be
compared in each unit or society and the ratio of production out of a given amount
of leaf and tobacco shall be calculated and it shall be verified in each batch of
production. The production expenses including the cost of rawialates well as
the wages shall be verified and unit wise/society wise cost of production per such
number of beedis shall be comparé&tiequality as well as the rate oéédis sold

out and the balance of stock shall be verified by the auditor.

3(iii).3.4. Accounts with Primary Societies

The acounts with the Primary Beedi Worketadustrial Ceoperative
Society shall be verified and the raw materiglpplied as well as theebdi
returned shall be properly accounted the Central Society and the evhber
Society. There should be a continuous system of reconciliation of accounts with
the member societie$he auditor shall examine the reconciliation statements with

every society as well as with evesther parties dealing with the Centralctety.

3(iii). 3.5. Payment of Taxes afidencefees

The payment of Taxes such as Land tax, Building tax, GST and license fees
shall be verified and ensuté¢hat there isno dues on account of sudxes and
fees.
3(iii).3.6. Welfare PensioncBeme

The details ofvelfare benefits paid to the workers and their depesdeay
be verified in audit. The family benefit scheme on the death of the worke
retirement benefit scheme, and the pension scheme may be examshedild be
ensured that the disbursement is #irim accordance with the rules and eligibility.

The pension fundetails may be verified by theiditor.
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3(iii).3.7. ESI Scheme

The exemption granted thecentral society and member setoes shall be

verified in the adit.

3(iii). 3.8. Dinesh FoodProducts

The detailed accounts of the food prodwait shall be checked by the
auditor. He shall ensure that the unit is working in an efficient and economic
manner. The accounts relating to the production unit should be incorpordbed i
S 0 c I e tinyatmuntsilhe stock details, the goods in ts#n the cost of
production,labours engagedtc. should be examined by thad#gor. Whether the
society has obtained necessary licenses from the food safety depatiaéalso
be verified. The Manufagting Account, trading account, Profit and Loss account
and Balance Iseet of the Food Products Unit #hee verified by the aditor.

The quality control mesures shall be examined by thedaor. Provisios
of the Food Safety and Security Act shhlk adheredo by the unit. The wditor
shall ascertain the compliance of the provisioh the Act. Separate books of
accountareto be maintained and the account with the dealers as well as the central

society shall be reconciled.

3(iii). 3.9. Dinesh Wnbrellas

The Capacity utilization of th&nit shall be verified by theualitor and if
underutilized it should be pointed out in his report. The qualitptcol measures
may be checkedl'he salesand marketing techniques adopted by the society may
also beascertained. The inter unit accounts and the accounts with the dealers and
the central society shall be reconciled properly. SeparatéksBof acounts and
registers shalbe kept in the unitThe stock details and logistic details shall be

maintained inhe unit properly by keeping proper books of accounts and Registers.
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The accounts imespect of raw materials shallbe maintained up to dat&he
wages/piece rate paid to the workers shalb dde verified by theualitor. Whether
the workers were paithinimum wages as perdhMinimum Wages Act, should

be ascertained.

3(iii). 3.10. Dinesh Information Technology Systems (DITS)

The deails of the projects undertakeoy the Information Technology
Systems, (DITS) «ldl be checked by theuditor. Whether he projects had
achieved efficiency an@&conomy in itsimplementation, whether the capacity
utilization was maximized, whether the unit was able to utilize the inputs/resources
in its optimum whether thedchnology adopted was most modern and suitainle
the business needs of thestomers, whether the humaesources availed in the
project is efficient and experts in the fielte thepointsto be ascertained by the
auditor. The breakeven analysis should be dorwksee that the unit is working in
theright way. The Books of accoustand Registers, particular to the unit shall be
maintained by the peapss in charge of the unit. Thaditor shall check the Books
and Registers and ssfiy that they are maiatned properly and up to dat&he
strategy adaed by the unit for marketing their products shadlbabe reviewed by
the aiditor, to understand whether the society had adopted modern marketing

principles.

3(iii).3.11. Dinesh Apparels

The audlitor shall check the Books ofc&ounts and Registers maimtad in
the unit to satisfy that separate books of accounts showing the purchase and
distribution of raw materials, production details of differéypes of appaits,
stock details, sales details,chbeen maintained in the unithe cost oimachinery
utilized forthe production unit and its capacity utilization shall be checked. The
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method of pricing oftie products shall be checkeddee that it waslone in an
appropriate manneilhe quality controlmeasures shallso be scrutinized. The
stock registemay be verified tsee thathe closing stock of every itetally with

the actual stock maiained in the showrooms/depoide inter unit accoust the
accouns with suppliers and other dealers including sales depots shall be reconciled

regularly.

2C (c)12. Government assistances Grants/Shares/Loans

The financial assistances provided by the Governnoérierala, shall be
verified tosee that théooks ande&gisters were maintained up to date in respect
such financial assistance$he aiditor shall check the repayment schedule to
ensure thathte repayment was made in tim&he dividend payable to the

Government shall be uéied and if the remittance gending, it shll be reported.

3(iii). 3.13. Business Analysis

The business of the Central Society shall be examined in detail using
modern management accounting techniques such as analysis of various ratios. The
comparative analysis of last few years may be made to ascertain whether the

business carried out is beiwl to the society.

3(iii). 3.14. Appropriation of Net Profit

The auditor shall check whether the nebfpp of previous years were
appropriated by the General Body in accordance with provisions of the Bylaw
Whether appropriation account is carried owethe Day Book and Geneialdger
is also to be examine@he Dividend Register shall also be checked.
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3(iii).3.15. Compliance with Food Safety and Security28€6.

Since the Society deals with tpeoduction and distribution obbd articles
it shall be obligatory on the part of the society to adhere to the provisions of the
Food Safety and Security Act 200d8he provisiols of the Act as well as the
standards prescribed shall be scrutinized and ethshuae the society had followed

the directions

3(iii).3.16. Compliance with Labour Welfare Legislations

Since the Labour Welfare Legislations wereaste and new labour codes
introduced by the Central Government, the Society shall ascertain the provisions of

the new labour codes and ensure thay arebeingfollowed.
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Chapterl V
AUDIT OF CONSUMER CO-OPERATIVES

4.1. AUDIT OF KERALA STATE CO -OPERATIVE CONSUMER
FEDERATION LTD

4.11
4.12

4.1.2.
4.1.2.ii
4.1.2.iii
4.1.2.iv

4.1.2.v
4.1.2.vi
4.1.2.vii
4.1.2.viii
4.1.2.ix
4.1.2.x
4.1.2.xi
4.1.2 xii
4.1.2 xiii

4.1.2.Xiv
4.1.2.xv
4.1.2.xvi

4.1.2.xvii
4.13
4.14

Introduction
Business Activities

Note book Manufacturing hit.
StudentMarket
LPG Plant operations

Marketing and Distribution of Consumer articles to Primary
Societies.

Pharmacy College

Triveni Department Stores/Supermarkets
Neethi Medical Stores

Foreign Liquorshops

Festival Markets

Mobile Triveni

Triveni Godown

Snacks Br

Neethi MedicaldVareHouse
E-Triveni /Statiorary Unit
Co-operative Library

EMS Memorial Auditorium
Sushrusha High Tech Lab
Government Loans andd&ances

Purchases
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4.15
4.16

4.17
4.18
4.19

4.110
4.111
4.112
4.113
4.114
4.115
4.116
4.117

General Points to be examined

Reconciliation of acounts with RegionaDffices, Branches anc
other Units

Filing of Tax Returns
Verification of Licences

Reconciliation of accounts with Natiorfaéderations District
Wholesale ®res and other business partners

Verification of purchases in the regional/branch level units
Retirement of Bills

Consignment Bsiness

Provision for wastage etc.

Quantity Control

Maintenance of Accounting ancBkkeeping

Prevention of Food dulteration

Internal audit and inspection

4.11. Introduction

For an apex eciety, it is mandatory to carry out the procedures of
Administrative Audit asvell as Financial Audit in aapex Federation. The audit
guiddines elaborated in the paltof the Audit manual shalbe followed while
auditing the apex society. Firstof all the olpect of the éderationis to be

ascertained by theuditor and seethat it hasaccomplished its obligations as an

Apex Consumer Society.
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The Primary objecof Consumer Feelationis to facilitate the activities of

affiliated primary consumer societieShe aiditor shall examine whether the apex

society has been able to achieve this objective. The market interventioe of th

federation is of much sigfitance as the consumers gmtected from the evil

effects ofhoarding and black marketingecause fothe activities ofConsuner Co

operative Societies. Theaiditor shall verify the following points with respecttte

attainmenbf goals and objest

1.

Whether the apexosiety succeeded in the procurement and distribution of
consumer goods to the Rrary Consumer Societies.

Whether it has been able to make proper arrangements for the storage,
package and grading of such consumer goods.

Whether it hasbeen able to provide better transportation facilities to the
primary societies.

How farit hassucceeded in the supervision and control of primary consumer
stores?

How far it is able to provide technical guidance and assistance to the primary
consumer capperativeswhich are affiliated to the Apex Consumer Society
for achiewng operational manageriafficiency?

Whether the Apex Society has besuccessful in assisting the Primary
Societies in seuring financial accommodation from the Government as well
as othethe financial mstitutions.

How far it is able to codict and disseminatbe market related information
and datao the affiliatedorimaries

The auditor shall understand the broader objectives of the federation before

beginning the audit. He shall gather maximum information with respect to the

functions @ the apex society.
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4.1.2 Business Activities

The business activities of the federation shall be examimed the
operational efficiency as well as theoptability shall be analysed/arious ratios
shall be worked out and the status of busimesiities shall be ascertained. Based
on the various ratios, the auditor shall make inferermed the report shall be

preparedaccordingly

The item wise analysis shatle made in order to reach a fair level of
inferences with respect to the profitatyiland efficiency. The ode of purchase
shall alsobe scrutinisedto examine thetransparencyandgenuinenesshe quality

of items shall also be verified.

4.1.3.(i). Note book manufacturing unit

The manufacturing accounts obte book uit shall be examined and the
manufacturingcost per boolshall be worked out and it shall be compared with the

selling price of note books.

Ref: (1) Circular.N0.4/2002 dted 1603/2002 of Registraof
Co-operative Societies hiruvananthapam

4.13.(ii) Student Market

The various accounts in respect of Students Market suchaasfacturing
costof productor the purchase price of school market items such as school bags,
umbrellas, water bottles etc. shall be checked by the auditor. The sale shall be
closely verified and th&rial Balance, Tradingnd Profit and Loss Accountshall

be verified to see wheththe student market operations are profitable or not.

4.1.3(iii) LPG Plant operations
The capacity tilization of the LPG Planshal be verified by the auditaio

see that the unit is functioning profitably.
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4.1.3.(iv) Marketing and Distribution o€onsumeatrticles to Primary Societies
The business transactions with the Primary Consumer Stores or other Co

operative Societies shall be examined by the auditor in order to ascertain the
transparency, efficiency and economy of consumer business antyteadivities.

The Primary Consumer Stores were advised byRébegistrarto make purchases
from the Federation instead of private traders.

Ref: 1) Circular N0.39/2002 dted 1511/2002 of Registrar
of Co-operative SocietieS hiruvananthapuram

4.13.(v). Pharmacy College
Thebooks of accounts of tHeharmacy College run by the Apex Federation
shall be scrutinized by the auditar $ee that the boolae maintained properly

and the college imanaged profitably and efficiently.

4.1.3.(vi). Triveni Department Stores/Supermarkets

The accounts maintained in the department stegsr markets shall be
verified by the aditor. The openinflosing stock details and goods issued and
sales shall be checked and ensufett the stock of goods asrpg&ock Register
andstock verificationreportare in agreement. Deficit if any shall be reportEue
stock Register anthe Liability Regster shall be verified by theuditor.

4.1.3.(vii). Neethi Medical Stores

Primary Societies were advised to ghaise medicireeand other items from
Consumerfd. The auditor shall check all the transactions in the Neethi Medical
Stores to satisfy that it is carried out in accordanitk the rules and regulations,

and directions from thRegistrar.

Ref: (1) Circular No.382008 dated 22/052008 of Registrar
of Co-operative SocietieS hiruvananthapuram
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4.1.3.(viii). ForeignLiquor shops

Theaccounts of thé&oreign Liquor Shops shall be checkadhe auwdlit and
the purchases, sales and thesing stock shalbe verified. The incentive offered
by the supplier @mpanies shall also be examinetihe federation shall give
direction to the depot managdo maintain proper books areprsters in respect of

Foreign Liquor business

4.1.3.(ix). Festival Markets

The Festival markets run hbiype Apex Federation during thestivals of
Onam, ,Ramsansand/ishu shall be verified. Whether thiederation has
receivedthe subsidy sanaihed by the Government for the festivaanketsshall
be examied The sales turn over, operational expenses and the gross profit shall be

ascertained.

4.1.3.(x). Mobile Triveni

The goods issued to the Mobile Trivenis as welhassales shall be verified
and also ensuré that the closing stock of goods were takenthe consolidated
closing stok statement of theefleration.The operational expenditure of the

Mobile Triveni shall also be ascertained.

4.1.3.(xi). Triveni Godown

The stock of articles kept at theogowns shall be verified and enstitbat
they were B0 takenin to account while consolated stock was arrived at. The

registers kept at theogownshall also be verified by theuditor.

4.1.3(xii). Snacks Br
The sales of the snagkar shall beverified and seethat it is ircorporate
in the accounts of the Federation. The operational expenditure of the Ismac
shall also be verified teee that the unis making profit
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4.1.3.(xiii). Neethi MedicaWare House

The purchase and sakgetails of Neethi Medical Stores shall beifred by
the auditor. The arrival, delivery and dispatch detail®f stockat the ware houses
shall be checked and ensdrthat the stock of edicines and othematerials
handled ware properly accounted and mana@abds in transit shall also be
consideredExamine whether any medicine, in respect of which the expiry date is
over, is retained in the warehouse or in the Neethi Medical Stores without
replacement.
4.1.3.(xiv). E Triveni Stationery Unit

The transactions of-Eriveni shall be checked in the aud?urchases of the

units shall follow the procedures prescrib&tie sales shall be verified see that
these units are operatingamprofitable manner.

4.1.3.(xv).Co-operativeLibrary

The stockregister as well as the annusfiock verification statemenn
respect of books andurnals shall be examined see that all purchase of books
and periodicals are entered in the stock. The expenditure on account of the
management of thdibrary shall also be verifiedExamine whether proper
procedure has beenlifmved in respect of shortage of stock found during stock
verification.

4.1.3.(xvi). EMS Memorial Auditorium

The rates of rent, rent receivede program details and the maintenance cost
of theauditorium shall be ascertain@daudit. Examine whether the optimum
utilization has been achieved and whether the timings for occupation are fixed in

such a manner that optimuwntilisation is ensured.
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4.1.3.(xvii). Sushrusha High Tech Lab

The service charges collected at the Lab shall be verified. The operational
expenses and the income from the lab shall be compared to see that the unit is

running on profit.

4.14. Government Loans andl¥ances

The terms and conditions of each loan fréhe Government shall be
verified by the auditor so th&e can make a report exhibitiagfair picture of the
outstanding positionThe outstanding in respect of principal, interest aadap

interest should be separately recorded and reported.

4.15. Purchases

The proceduref purchase®f various items shoultbe scrutinized by the
auditor. Whether the tendering procedures are followed in all kind of purchases in
order to ensure transparency, eaogoand efficiency in purchase shall be
examined. The Aditor shall ascertaiwhether the federation is able to provide the
consumer goods at a rate which is moderate and prevents consumer exploitation

and helps to check inflation in the market
4.16. General Points to be examined

The auditor shall examirtée following pointsalsa

1) Whetherthe General body meeting wasnvened as stipulated in the bye
laws.

i) Whether members of theederation actively participadan the affairs of
the federation

i) Whether the business as stigted in theKCS Act and rules wasarried
out in the General &ly
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iv) Whether the working report, financiabgements of the pceding year, the
audit reportwere placed before the General body as provided in the Co
operative law

v) Whetherthe noticeof GeneraBody meeting wa given to all membersas
prescribed in the bylaws

vi Whether the disposal of net profitas considered in the general body in
accoraance with the Act, Rules andlaws

vii) Whether the Generalbdyapprovedhe budget fothe next year
viii) Whether theamendments of dgws areapproved by the general body.

ix) Whetherthe General Bodgonsidered the procedural matters relating to
the election tahe Boardof Directors.

X) Whether the amendments of the layes weae duly registered
xi) Whether theslection to the Board of Dirgars was duly conducted
xii) Whetherall the Boardof Directors wee qualfied as per rules

xiii) Whether allDirectorson the Boardactively participatd in the affairs
of theFederation

xiv) Whether the Boardf Directorsgenuinely exercised the powesssted on
them in respect of :

a.Admission ofnew members

b. Raising of funds

c. Investment of funds

d. Maintenance of books of accounts

e.Maintenance andp keepingpf assets of theetleration

f. Recovery ofdues, ifany

g. Appointment, control and supervisidhe employees of the
federation

h. Take up and manage legabpeedings for and against theglération

I. Formulategeneral policies of business andaaf$ of
the federation in line with the general market conditions
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j. Production, marketing and distribution of commaodities and products
for the benefit of primary coperative societies

k. Proper maintenance of books of accounts and records and financial
statements

|. Enabling the audit ohccountof thefederation

m. Preparation of necessary sub rules for the efficient functioning of
the federation

n. Realisation of amouatlue from various agencies

0. Enabling etendering for purchases

xv). Whether the B®ard of Directors et reqularly as prescribed in the by
laws

xvi). Whether the meetings of the Board of Directors baistituted quorum
for meeting as presribed in the blaws

xvii). Whether the Managg Director of the Federatiomischarged his
duties as laid down in the layvs

xviii). Whether the employees were qualified as per rules and efficient in
discharging their duties.

4.1.7. Reconciliationof Accounts with Regional officdBr,anches and other hlts

The reconciliation Daccounts with Regional officefranches anather
units, should be ensuretihe auditor shall examinée reconciliation statements to
see that all entries driransactions are incorporated in the Head Office accounts as

well.

4.18. Filing of Tax Returns

The aditor shall check whether thederation has filed the tax returns in

time and whether any tax due is pending remittance
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4.1 9. Verificationof Licenses

Whether the pex federationhad obtainedlicencefor carrying out various
trading ativities, whether the dience obtained for such activities halbeen

renewed and valid at the period of activities.

Ref- Circular No. 1) Circular N021/2012 dted 07/06/2012 of Registrar

of Co-operative Societied hiruvananthapuram

4.1.10. Reconciliation of accounts with National Federatiobsstrict Wholesale
Sores and other business partners

The transactions with National Federations, DistWidtolesale Stores and
other business partners shall be scrutinized by the auditor so that it can be ensured
that thediscrepancies imutual transactions are reconciled and prigpentered in
the books ofaccounts othe federation. The auditor shalbtain the certificate of
confirmation from the institions concerned before the flisation of audit and

ensure the accuracy.

4.1.11. Verification of purchases in tieegional/Branch level Units
The procedures of the regional purchase committee oBithech offices

shall be verified by the auditor to see that the process of purchases is beneficial to
the federation. Whether the norms of purchases have been followed by the
Regional or branch level purchasareto be verified. The quantum of purchases
should have relton to the stock in possessiosgles and rotation ratio. There
should be proper inventory control mechanism in order to attain maximum

profitability.
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4.1.12. Retiremendf Bills

Bills received on account of goods suppligidould be margedpromptly so
that funds of thedderation will not be locked up unnecessarily. The bills should be
retired after ascertaining the dadiy status of the goods ordered, as the delay in
retiring of blls within the specified/agreement time limit will cause payment of
demurrage etcThe retirementof bills within the time limit is significant and it
should be ensured. Cash discount ftbedealers should not be filated because

of the delay in reting the bills.

4.1.13. Verificationof consignment business

The auditor shall verify the invoices of goods received on consignment
basis. He shall ascertain whether the value of goods received is shown under
sundrycreditors and the stock owsidingin this category isaken as closing stock
of the federation. Prompt realization of commission on sales should be ascertained
in audit. Confirmation letters from consigner should be obtained to verify the

accuracy of outstanding in consignment accounts.

4.1.14. Provision for wastagetc.

The povision made for wastageic should be checked by the auditor to see
that it is reasonable and wih the permissiblémit.

4.1.15. Qudity Control

The qudity control in repect of consumer products most significart.
Hence the dderation should arrange for the quality control measures of the
products that they manufacture. (Umbrellas, Note books etc.) The auditor shall
verify the quality control measures that the Apex Federationadapted and
report ifany drawback igeingnoticed.

Ref: 1)Circular No66/2007 dted 26/11/2007 of Registrar
of Co-operative Societied hiruvananthapuram

99



4.1.16. Prevention of Food\dulteration

Since the Apex Federation deal mostly with food articles and consumer
goods, it is mandatory to follow thEovisionsof the Food Safety and Security Act
2006. The auditor shall examine the provissoaf the Act and satigf that is

complied with bythe Federation.
Ref: 1) Circular No6/87 dated 12/06/1987 of Registrar of
Co-operative Societied hiruvananthapuram

4.1.17. Internal Audit and Inspection

In order to checKraudsand irregularities in the sales outlets and branches
internalaudit wing and inspection teansiould be constitutednd the day to day
transactions are scrutinized regllarThe inspection reports and internaldé
reports shall be placed before thea&bof Directors and Audit @bbcommittee. The

Audit Sub Committee shall be formed if not in existence.
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Chapterl V

4.2. AUDIT OF DISTRICT WHOLE SALE CONSUMER STORESLTD.
4.2.1. Introduction

Wholesale Cepperative stores were organized, with a vision to ensure
supply of quality consumer products to the consumers at reasonable/affordable
rate, within a Revenue Districthe objects of the wholesale stores were to provide
consumer articles to é¢hconsumers by arranging purchase and sale of such articles
ensuring the quality of the products throughnggent quality control measures.
They were also entrusted with the formation and manageofemanufacturing or
processing units for the benefits obnsumers. The wholesale stores were
supposed to act as an agent of Government for the supply and distribution of
essential commoties, strengthening the publicsttibution system. The wholesale
co-operative consumer stores were also entrustéth theduty of procurement and
storage of food grains and other essential commodities. The wholesale stores had
starteda number ofBranches fo attaining the above objects. Tmsddle level
consumer cabperative structure plays a significant role in contngllithe price
escalation in the consumer market by providing groceries and consumption goods
at reasonable rate and check the black marketing and hoarding resdrteth¢o
private tradersThe general audit guidelines specified in the Pat the Kerala
Co-operative Audit Manual, shall be followed in the audit of BestCo-operative
wholesale consumer storegpartfrom the points spefied below

4.2.2. Special points to be verified by the Auditor.
1. Whether the wholesale store hascsededn accomplishingts objects

2. Whether the paid up SteaCapital is limited téhe Authorised Share
Capital

3. Whether all the members had remitted the full amount of share allotted to
them, whether there aamy dueon account of share capital

4. Whether Admission Register is maintained properly
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5. Whether the share capital contribution from Government is refunded
when due

6. Whether there is proper accounting with respect to Trade Deposits,
whetherthe ledger of Trade Deposits is kept up to date.

7. Whether the maximum Borrowing Power is completh

8. Whether the General Body Meeting was held as per rules and whether all
the business specified in the Act, Rules and Bylaws was transadtes i
meeting.

9. Whether the Board of Directors had fulfilled their obligations and
responsibilities.

10. Whether all the Board members are qualified to be continued in the
Board

11. Whether the Day to Day business of the store is carried out on sound
lines

12. Whether the annudlogk verificationis carried ouin all the units as
prescribed.

13. Whether periodical stock verification was carried out by the
Management

14. Whether Books of écounts were maintained properly

15. Whether the meetings of the Board of Directors were held regularly
(on a monthly basis)

16. Whether the amual returns to the Registraediled regularly within
the time limit prescribed

17. Whether there s system of business analysis by the Board of
Directors at Head office and Branch level.
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18. Whether all the employees are qualified as per rule (Refer to Chapter X
of part Il of the Kerala Ceperative Aud Manual and follow the
guidelines outhed in it)

19. Whether trading activities were carried,quibtecting the interests of the
Store, whether there were reasonable returns on such activities.

20. Whether purchase return and sales retware properly accounted

21. Whether the cash, equipmemtildings and all othaasset®f the store
is preserved and ke properly by the mnagement and staff.

22. Whether accounts with Apex aNdtional Federations reconciled
regularly.

23. Whether accounts with member societies reconciled properly and
regularly.

24. Whether the accounts with the traders reconciled regularly and properly

25. Whethethe amendments in the bylaw® arought in,in line with the
amendments of Kerala Guperative Societies Act and Rules.

26. Whether the purchase policy is in compliance with the directions of
Registrar

(Circular No. 47/74 dated 30.09.1974 of Registrar ofoperative Societies)

27. Whether the Government assistances were utilized properly
(Circular No. 13/82 dated 17.04.1982 of Registrar ofoperative Societies)

28. Whether Management Accounting System is implemented in the
wholesalestores.

(Circular No. 28/82 dated 29.06.1982 of Registrar ofoperative Societies)

29. Whether guidelines issued by the Registrar was compiigdwhile
disposing he obstete and damaged items in the wholesale consumer
Co-opeative stores

(Circular No.CC(1)67d225/83 dated 3.12.1983 of Registrar of
Co-operative Societies)

103



30. Whether the Management techniques were implemented in the wholesale
stores in order to avoid operataifoss.
(Circular No. 45/84 dated 17.11.1984 of Registrar of-operative

Societies)

31. Whether the wholesale store had adopted gieention of food
adulterationAct and arrangements made for the implementation of the

Act.
(Circular No. 6/87 dated 12.2.1987 of Registrar of-dperative

Societies)

32. Whether the store had adopted Management Acounting system and
made arrangements for

1) Budgetary Control

i) Cash Budgeting

iii) Administrative Budget
Iv) Sale Budget

v) Purchase Budget
vi) Internal checking

(Circular No. 7/87 dated 24.4.1987 of Registrar ofdperative Societies)

33. Whether the steps prescribed for avoiding loss to the Neethi &tates
Neehi Medical stores were complied with
(Circular No. 9/2001 dated 6.2.2001 of Registrar ofdperative Societies)

34. Wheher quality is ensured in theedlicines and other items distributed
through Neethi Medical Stores
(Circular No. 66/2007 dated 26.11.2007 of Registrar ofo@erative

Societies)

35. Whether the store had obtained license from the food safety department
under Food SafetsindSecurity Act 2006
(Circular No. 21/202 dated 7.6.212 of Registar of Cooperative Societies)
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Chapterl V

4.3. AUDIT OF PRIMARY CONSUMER STORES

4.3.1. Introduction
4.32. Double compartmeat system
(a) What is double compartmental system
(b) What are the advantages of double compartmental system
4.33. Verification of Business activities
i) Vouching of Purchases
i) Verifying of Expenses
iii) Verifying of Sales
iv) Vouching of ncidental charges
4.34. Verification of Stock RegisteandPrice Fixation Register
a) Stock Register
b) PriceFixation Register
4.35. Verificationof Sal es maRégsterLi abi | ity
4.36. Trade deposits
4.37. Bonus on Purchases
4.38. Verification of Credit purchase Register
4.39. Verification of Goods Issued Register
4.310. Verification of Return ofjoods

4.311. Verification of Prepacking of goods

4.312. Verification of Register of empties

4.313. Verification of stock for retail sales

4.314. Verification of Business Management

4.3.15. Verification of Management

4.316. Recondiation of accounts with apexetieration

4.317. Reconciliation with other institutions
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4.3.1. Introduction

Consumer Capperatives are the back bone of a country wthelm the
heredi tyleofPifRoecehr dsad . | n oaperdive hoaement t h e
Is attributed tdhe activities of Primary Goperative Cosumer Society, Consumer
Stores mnaged by Primary Agricultural Credit SocietiEsployees G-operative
Societies Women Co-operatives, SC/E Societies as well as tHaistrict Whole
Sale S$ores andhe Apex FederationThese Ceaperatives deakith groceries and
consumer goods, textiles, medicines, fertilizers, home appliances f&tol proof
accounting gstem in these Goperatvesis of much significance as it is the most

important fator to deect any kind of errors, omissions and frauds.
4.3.2.(a) What is double comparéntal system?

Forthe maintenance of stock in theseres, it should be properly accounted
in a systematic and transparent manner. Double compartmental system relates to
the maintenance of stock, which is divided in to main stock and retail stock. The
main stock will be under the custody of the secretargamne other responsible
persons authorized for the purpose. Issues will be made from the main stock based
on the indents made by the sales man. The auditor shall check the sales bills so as
to ensure that goods are sold only at the retail price fixed &yctimpetent
authority. He has to ensure that the sale price is not boosted so as to reduce the
value of stock and the salesmands | i abi
given for wastage etc. igasonableThe issues made from the main stéakhe
sales sections wilbe valued at the retail selling price and the salesmen made
responsible for valuef articlessupplied as per their indeniBhe salesmen has to
handover the daily sales turn over, arrivsdchs per the daily sales book, to the

Secretary immediately after the close of business each day. The amount thus
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received by the Secretary will be entered in the cash/Day book under sales and the
liability of the salesman reduced to that extent. Where there are tinem one
salesman, it isdtter to fixjoint responsibility on all of them. TEnhstock in the retail
section should beerified at the end of each month or at least once in 3 months and

the reasons for abnormal deficiency, if arshall be dected and rectified
promptly.
4.3.2.0) What are the advantages of double compartmental system ?

1) Depreciation due to wastagc, is reduced to the minimum <& the

main stock is kept intact.

i) Clerical job is minimized considerably, as the cumbersome work of daily

classification of slas is dispensed with.

lii) Defalcation of goods, if any, can be easilytetded by reconciling the

actual stock with the salesman on a particular day.

IV) It creates a sense of greater responsibility on the part of the salesman, as
he is held responsibler the value of stock handed over to him at selling

price.

v) Stock taking at regulantervals is made very easgsthe major portion

of the stock is kept in bulk in the main godown.

vi) Shortages due to careless handling or other reasons can be easil
ascertained by calculating the diff

and the value of unsold stock with him on a particular day.
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4.3 3. Verification of Business activities

The auditor shall verify all the businessa@sdertaken bythe society. He
shall scrutinize the minutes to ascertain the authenticity of the decisions. He shall
also examine the files and records connected to the businesses such as tendering,
guotations, auctions etc.

4.3.3i. Vouching of Purchases

The auditor s to ascertain the system of purchase followed by the stores.
As soon as garticular stock is exhausteithe godown keeper has to prepare a list
of articles to be purchased and send it to the responsible officer of the society. He
should verify the lisand place thesamebefore the purchase committee for the
decisions regarding the quantity to be purchased, agency from which the purchase
to be made. When the purchase committee approves theapergroposal,
arrangements shdle made to place ordessth the supplying agencies. Approved
put hase orders fFTdem Blhekprishmioed dsese | s s
made or supplies orderetf. oral orders are issued or orders are booked over
phone, hey should be confirmed by iseg aregularordéhr r om t he pri nt e
Booko. When the goods ar e rteepaticiaesd wi t
should be noted in the AGoods invoiced
the note from the Godm-Keeper with the invoices showerify the calculations,
and pass it on to the secretary for orders of payment. On ensuring the accuracy of
calculations and receipt of goods ihe godown, the secretary shoyldss the
invoice for payment.

The auditor shall satisfy himself about the systemindérnal check in
existence. He should also see that payment is made to the suppliers only after
necessary scrutiny. In the case of credit purchases, the auditor should be careful to
see that the credit bills are transacted correctly. The possibilitigsesenting
credit bills as cash bills should be avoided.
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4.3.3.ii. Verifying of Expenses

The auditor shall examine the expenses related to the purchases as well as
sales of the consumer store. Whether the expenses are reasonable and at par with
othersshall be verified. Rtio of expenses shall also be examined while the
business analysis is undertaken.

4.3 3.1ii. Verificationof Sales

The cash bill or challan signed by the salan should be issued by the
salesman. At the close of the d#ye salesman should record all sales in his daily
sales register and the total of the sales register is taken to the Day book
representing the total sales of the day. The auditor should check the entries in the
daily sales register with the cash memod #ren the total sales in tiizay book.

The posting from the daily salesgister to the Day book has to be checked fully.
The auditor should check the sales bills or challans completely. While checking the
sales chitshe should satisfy him#ethat saés have been mades per the retalil

price fixed by the stores. The retail prices are usually fixed by the purchase
committee with reference to the market trend and also the cost of articles etc. Any
change in the retail price has to be effected by thehpse committe. Proper
control mechanism shalibe adopted against misuse of cash memos/bills/challans

in the stores.

4.3.3.iv Vouching of Incidental charges

Incidental experss on carriage, freight etc. and other transporangd
travelling expenss in connection with the purchasehall be verified by the
auditor. He has to satisfy himself the reasonableness as welham@es of the
expenditure.If many kind of articles are received in one consignment, the
expenditure has to be apportioned betwienvarious items for fixing the selling
price.
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4.34. Verification of stock register and price fixation register

4.3.4i. Stock Register

The stock register has to be checked with the invoices and cash/credit bills
for receipt of goodsThe auditorhas to engre that the dates of purchasaantity
purchased and the weight or measure ofsueshoted in the invoice are entered in
the stock register. The salesmands I n
correctness of issuof articles from the a@down. The issues as per thstock
register and the salesn@nndent should agree. In the case of issues in bulk, the
auditor should check the wholesale sales or cash bills with the stock register. The
balance of each entry should be checked in ordesder&in the correctness of the
stock register. At the end of the checking, the auditor should total thevitsam
guantity of receipts and issues for the year in the stock registierify whether
the opening stock plus purchases during tar ytaly with the closing tock plus
issues and sales. The margin between the sales price and purchase price shall be
considered while making the above comparison. If huge defbibrtage is
noticed, the auditor shall make a through verificatammd if any fraud or
misappropriation igletected it should be reported promptlif. the magnitude of
the deficit/shortage is significant it shall be reported without delay through a
special report to the Registrar of Operative Societies and Director of -Co

operative Audit.

4.3.4.ii.Price Fixation Register

The purchase committee Wilix the price of each item considering the
incidental expenses also on the purchase of such article. Instead of maintaining a
separate price fixation register, a combined purclaask price fixation register
must be maintained. Maintaining the purchasgister in twoparts is also seen

prevalent insome stres under purchasand sales prices. Each invoice is entered
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in one line On the left hand side is recorded the cost price and on the right hand
side the sale price of the articles. The registerttide checked with the invoices,
andshould be senthat sales iorrectly arrived at. The s&d margin should be
verified tosee that it is enough to maintain the profitability of the store. It should

be ensured that éhmargin is limited to optimal.

435. Veri fication of salesmands | iabilit
Sal es mabilityRe gi st er i's to be checked w

daily sales billedger The postingshould be verified and ensudrthat the balance

arrived a is correct.The stock verificatiomesult on monthly or quarterly basis is

to be recorded in theegister and thamount ofdeficit or excess over the liability

disclosed should beeported. The signature of the salesman for each entry in the

register and also for the closing balance athemonth should be obtained. The

auditor shouldensurethat the procedures adopted without fail and seehether

the management a8 initiated appropriate actiofor the realisation of

defidts/shortages.
4.36. Trade deposits

Credit sales may beermitted only on the bastd specific provisionsn the
bylaws. Trade deposits may be collected from members so that credit sales can be
carried out against the trade deposit. The amount drawn out of this is recouped at
the beginning of the next monthhe auditor shall verify this trade deposit register
with reference to the cash regotsi and also thkills concernedindsee whetherhie
balances are correctly arrived at. The pass books supplied, to the members may be

called for ad checkedat random
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4.37. Bonus on Purchases

Sub section (2) of section 56 of the Kerala-@perative Societies Act
provides for the payment of bonus to its members out of its net profit, after
providing for statutory reserves, basaa the amount or volume of business done
by them with the society to the extent ahé manner specified in the lays of
the society. Theercentagef bonuspayable will be decided by the Generaldy
every year, subject tthe limit prescribed in théylaws. The purchasdsy each
member are to be entered in a register
The bonus at the rates as declared/decided igeheralbody is worked out with
reference to the totghurchasesnade by each member. The comess of the
bonus calculated shall beerified in audit and ensudewhether they are in

accordance with the rules and whether the distribuicemade properly.
4.38. Verification of Credit purchase Register

In most of the employees GiperativeConsumer Stores, credit sales are
permitted to its members. The maximum limit for such credit sales shall be
specified in the bylaws in relation to the sglwages of the employe&he auditor
shall verify whether the maximum limit fixed in the bylawd&ng adheredb in
allowing credit sales to its members. He shall also examine whether the amount
under credit sales is being recovered regularly and that proper action has been
taken for the realization of arrears, if any. As far as possible the askdold get
confirmation, as on the last day about the balance, from the merAbire. pass
books of the members may be called for at random and the entries there in
compared with the account of the member as per the ledigerconsolidated
amount in cedit purchase register shall be compared with the finast@aément

while preparing the Balancén&et.
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4.39. Verification of Goods Issued Register

The godown Kkeeper s houllsduednredisterifoa i n
eachBranch or section of the sety. Goods issued to the branchassections
should be sGopoer tl sd uwideleyiC b a b issaauhly fi
the GodowrKeeper. The goods issued notes or delivery challans contain the sale
price of the articles, which will be entered in t8a | e s mallity fRegister.
The auditor shouldverify whether both theGoods Issued &yister and the
Sal esmands Li akeptupitadgte. Regi st er ar e

4.3.10. Verification of Return of goods

When goods received are ratad to the suppliers due to defectiveness or
any other irregularity, irdrior quality or damage, or not according to sample, a
debit note should be sent to the supplier and his account debited with the amount of
goods returned. The auditor shall examine dltails of discount allowed etc. with
respect to the purchase return. The accounting in respect of GST shall also be

verified by the auditor.
4.3.11. Verification ofRepackingf goods

All articles received in bulk arpacked in convenient packets irffelient
weights and displayed on the counter or kept on the rack. In order to match the
proper dispensation drticlesreceived in bulk an@donvertedin to packetsit is
necessary that the society maintains
contairs particularssuch as number of bags or other bulk containers opened and
converted in to packagein which the contents wa been packedlhe auditor

should checkhe egister and shortagagany, should be eported.
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4.3.12. Verification of Regiter of empties

Goods are received in various kind of containers such as gunny bags, boxes,
tins etc. The empties should be properly accounted both by the godown keeper and
the retail section. Whenever goods are receitkd concerned empties folio
shout be posted as to the number of empties received. In cases where empties are
to be returned to the suppliers, the empties account cansbel or returns on
receipt of the credit note from the supplier. The empties which are not returnable
can bedisposed of on proper resolution of the Board of Directors. The aubdbr s
verify the entries in theegister with reference to the inward invoices, credit notes,

sales bills etc. and see whether the sales have been effected on proper sanction.

Ref: 1) Circular N0.23/69 dated 7/06/1969 of Registrar of
Co-operative Societied hiruvananthapuram

4.3.13. Verification of stock for retail sales

Supply of stocks from the godown to the retail stores/branshesld be
made only against approved indents submitted by the Branch Mangsgesman
in charge. The Godowkeeper should have also obtained the atigre of the
Branch Manageroré&&l e s man, on t he ofDélverydChallan.sAs u e d
copy of the above Note or Challan should be set toateuntslepartment which
mai ntain the Sal es e Adisor shauld see that thgre iRe g i
separate register kept for expiry items and the procedure followed shall not be
detrimental to thenterest of thesociety.He shall also verify whether the salesman

remit the cash on sales to store promptly.
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4.3.14. Verificationof Business Management

The consumer business hagpanded considerably and the auditor shall
adhere to modern management principles and practices for auditing the various
management portfolios. The following points are the most vital and hence should
be scrupulously examined.

I. Fund Management :

The utilization of funds shall be verified. If the investment in non cliating
assets such as land, building, farmhouse fatidres etc. are disproportiotedy
large, itshall affect the functions of the institution. The auditor shall makialskai
commentn his report.

Ref- 1)Circular No45/84 dited 17/11/1984 of Registrar
of Co-operative Societied hiruvananthapuram

ii. Budgetary Controi

Yearly, half yearly and quarterly targets should be fixed for purchases and
sales. Otheexpenditure should be regulated through budgetary control.

lii . Supervision oveBranches

The arrangements of branches and sales depots, maintenance of proper
accounts, reconciliation of head office account etc. should be verified. Necessary
suggestioa for improvement of the system should be provided to the Board of
Directors.

Iv. Management of Acounts

Periodical reports and statements shall be obtained from the branches/sales
depots/departments on purchases, sales, and stock and should beremibsidhe
Board of Directors.The reports shall be analysed and the results should be
reviewed periodically in order to rast unhealthy practices if anyhe Board of
Directors shall resort to ratio analysis methoso that scientific and logical
decisiors can be arrived @ various trading/business applications.

Ref: 1) Circular N028/82 dited 2906/1982 of Registrar of
Co-operative Societied hiruvananthapuram

115



v) Government Assistance

Government grants and assistances should be properly utilized and that
should be properly accounted in the institution. The utilization, submission of
utilization certificate, the repaymermf the assistansesuch asloans or share

capital should be examed by the aditor and appropriate report must made.

Ref- 1) Circular No13/82 dited 17/04/1982 of Registrar of
Co-operative Societied hiruvananthapuram

vi). Management of rade:

Scientific methods of control over purchases, sales and investall be
resortedto. Arrangements for periodical stock taking sHadl madeThe auditor
shall examine all these and satisfy the procedueggestiondor improvement

shall bemade to the appropriate authority.

4.3.15. Governance:

The success and prosperity of the society depends on the initiative and
interest shown by the Board of Directors of the society. The auditor shall verify the
decisions taken by the Board in respecba$iness undertaken, with respect to the

future developments of the sogieand manpower planning and management.

The auditor shall go through the resolutions of BoardDakctors by
verifying the minutes of théoard meetings as well as the subcortesitmeetings
to ascertairl), whether the decisions tak are with properauthority and
authenticity?) whether the decisionsuphold the common interés of the ce
operative society 3Wwhether the decisions are implemehtefficiently and
effectively4) Whether the Board ofDirectors have followed the rules and
regulations and) whether the decisions are in compliance witine directions

from the government6) whethersoundfinancial discipline is maintained in all
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financial transactions 7)whether theprinciples of Ceoperation areadhered to
while undertaking the business activities. The auditor shall scrutinize the contracts
and agreements made by the society to see that the principles of propriety
transparency and economy, are upheld while suctiracts or agreements are

being made.
4.3.16. Reconciliation of accounts witkpex Federation

The periodical reconciliation of accounts with tAgex Federation is
necessary as the transactions with the Federation will be vast and frequent. There
should be a continuous mechanisfreconciliation which should be carried out
by senior staff members. The Secretary or Chief Executive shall monitor the work
and seehat all transactions with thep&x Federation aneconciled properly. Any
discrepancig in such accounts shall be verified thoroughly and maxiraéfort

should be taken faeconciliation.
4.3.17. Reconciliation with othed nstitutions

The transactios, if any, with other institutions, Goperative, private or
public sector shall beecorciled on a continuous basis. erfibdical, monthly,
quarterly, half yearly or yearly cenciliation shall be adoptetbr obtaining

satisfactoryresult ,if the transactions were frequent.
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ChapterV

5. AUDIT OF FARMING CO -OEPRATIVE SOIETIES
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5.1. Introduction

Co-operative Farming Societies were introduced as a model to circumvent
the limitations of small size of farms and shortage in credit facilities to the
individual farmers. Heréarming is done jointly by pooling their land, though the
ownership remain with the individuals. Profit is divided among the mesnber
(farmers) based on the ratio of land owned and pooled by them. The wages shall be
paid based on the number of days workedte pooled farmland. Coperative
farming was introduced in order to avoid the problems due to fragmentation of
land and to achieve increased produtti The size offarm increases due to
pooling of land, the cost of prodtion shall be reduced and teeonomics of scale
achieved. There shall be available with the farm more resources such as man,
material and money, which shall result in the incregeeductivty of land. The
Co-operative Planning Committee suggested for the organization of 4 ¢ype

farming ceoperativa such as :

I. Better farming Ceoperative Societies

ii. Joint Farming Cabperative Societies

lii. Terant Farming Ceoperative Societies and
Iv. Collective Farming Capperative Societies

The aditor shall study well the bylaws of tHearming Society before he
stars his job. Whethethe farming society works in lenwith the objectivesaid
down shall be a point to be examined. The auditor shall bear in mind the guidelines
issued as per Paltof the Kerala Caperative Audit Manual rad it should be
adoptedn the audit of farming societies.

5.2 Pooling of Land

In Joint Farming Cepperative Societies, members agree to pool their land
for common cultivation Agreements are executed by the mempbfs pooling
their land for farming/aggeultural activities.
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5.2.i. Registenflands pooled :

Every society shall keep a&gister of pooled lands, which shall contain the
complete details of the land pooled, date and period of pooling, dates of execution
of agreements, registration of mortgage deeds, the value on the date of pooling,
number andlate of resolution of the GerarBody fixing the value and the capital
expenditure incurred by the society for its impnmemts and along with the
signature of member3he name and admission number of the member, the extent
of land pooled by him, name of revenue village in which &émel lis sinated should
be entered in theegister. The auditor shall verify theegister of lands pooled with
the agreements executeddsch member who had pooled thed.

5.2.ii. Register of improvements in the pooled land :

The register containgarticulars such as description of land taken up for
improvement, nature of improvement, the estimated cost of work, date of
commencement and date of completion of work ahé factual cost of
improvement.Plan and estimatareto be prepared and approveefdre starting
any devebpment activities in the land:he cost of improvement/development has
to be apportionedn between the plots which had been benefitted by the
improvementdevelopment.

The cost so apportioned to a particular plot has to be deaganhst the
member and it has to be recovered from .hithe auditor shall verify the
apportioomentand recovery of such amount.

5.3. Program ofCultivation :

The General Body of the Farming Sdgieshall approve a cropping
programme for cultivation. Ihas also to decide the method of organization of
teams or groups according to plots, crops or operations, appointment of group
leaders, fixation of scales of wages for different operations and for different
categories ofworkers and allied matters. Tsupevise the farm operations, a
production subcommittee shall be appointed. The wditor shall verify the
programme of cultivation and satisfy that the operations of the farm are going on
well.
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5.4. Purchase of Fditizers:

The purchase of seeds, manurertiizers and other materials shall be
properly accounted, for which a fARegi st
An issue Register showing issues of different kinds of materials and operations and
to which their cost is to bdebited should be maained bythe society. The
Purchase Register mdbe checked with invoices ando€k Register. The closing

stock of each items purchased and issued shall be verified andit.

5.5. Cultivation Account

For recording the deta of each cropcultivated, a egister should be
maintained, showing details of every crop cultivated. The cultivation atcou
haveto be closed for each crop as soon as harvesting is completed. An abstract
will be prepared showing the total value of the produce htedethe total value of
cultivation and the gross income from the crop.

5.6. Payment of Wages

Usually the wages are paid on daily basis in the farming societies. Bt in t
case of operations such asweng or harvesting, piece rate may be paid. The
scciety has to maintaimuste rolls according to plots, or corps, and pay wages on
the basis of attendance or quantum of wotk put. Daily cultivation sheets
showing plot numbers, and crops sown, labengagd, and other equipmented
are filled in daiy and the entries made in the consolidated cultivation register.
Cost of cultivation can be ascertained from this register. The auditor shall check
the payment of wages frommuste r o lcquitance Reigter, Daily labour
sheets etcThe pb wiseregister of tractors, tillers,oing machines or other

agricultural implements should be checked with the daily cultivation sheets.
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5.7. Harvesting of Crops

When the harvesting of crops are made, the details of the harvest such as
measurement or wdigs, shall be recorded and approved by the managing
committee. The harvested crops after measurement or weighment shall be taken to
stock. The members of the farming society shall be given proper notice regarding
the harvesting, wghing and measuring o€rops. The managing committee
members shall be respobla for arranging the harvest ¢ime in orderto avoid

any damage or loss to the crops.

5.8. Marketing and sales of produce

The most significant factor for the successfohnagemenof a farming
society is the efficient, timely markieg and sales of its farnproduce The
managing committee shall decide upon the strategy of marketing and the time of
sales, depending on the market demand and the tranike of the farm produce.
Mog of the farming ceoperatives does not have propgrdown facilities for
storage of the agricultural produaedhencethey shall be copelled to sell, even at
a pricenot advantageous to the society. The auditor shall verify the details of cost of

produdion, sales price and margin d¢ime sales of farm produce.

5.9. Valuation of g&anding Crops

The expenses incurred over the new crops shall be consolidated and shown
as the value of standing crops.

5.10. Valuation of Agricultural Produce

The aops or the agricultural produce shall be valued at selling price after
making necessary adjustmendsvard expenses to be incurred for marketing the
produce The auditor shall ascertain the market rates and satesfytité valuation
of the produces mack in an appropriate manner.
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5.11. Valuation of Live Stock
Considering the méet rate, ageusefulness etc. the animals or livestock
should be valued.

5.12. Register of apportionment of wages

The wages paid as disclosed by thestar rolls shall be apportioned among
the following items.
I. Capital expenditure
ii. Cultivationaccount
lii. Maintenance of bulls
Iv. Working of pump sets and

v. Otherexpenses

The expenditure as apportioned above shall be taken to thepappo
accounts maintained for each item$he aiditor shall check the postings and

satisfy that they were correcthpsted

5.13. Register of Dividend and Bonus

The Register of Dividend and Bonus slahtain the details of membersho
had pooled their land for farming jointly. Admission number and name of the
members, the extent of land pooled, the value of land, the rate of dividend declared
to the land owners, the rate afrius on wages declared and the amount payable as
bonus etcshould be showim this register.The date of payment, and signature of
the members shide affixed in the egister.The General Body resolution declaring
the payment of dividend to the land owners who had pooled the land, and the

bonus should be verifteby the aditor.
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5.14. Daily Record Sheet

The information about the farm iall its aspects viz. participation by members
in the farm operations, adequacy of lakens, condition of standing cropscetwill
be available from thisegister. The auditor should verify this record, so that he

will be able toimbibethe sum and substance of the society at a glance.

5.15. Performance Analysis

The auditor shall consider the performance of the society for last 3 to 5 years
and shalimake an analysis with respect to the business/operations such as production
of agricultural land pooled, ¢hsales of agricultural produdde wages, dividend and

bonus paid to the members/workets.
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6.1.1. Introduction

Being the Apex Society of primary Handloom Weavers-dperative
Society, KeralaState Handloom \&avers Cooperative $ciety Ltd. mpularly
known as o HAPNG &rXh e aalrs businéss in the state] Theea
society arranges for the supply @w materials such as yarn dtcthe pimary
weaverssocieties, and production ceed and collects the woven garments/cloths
from the primary societies/productionentres/members of primary societies/
weavers. The payment shall be made by the Apex society eithenpgfwash or
raw material. Thewditor shall check the system of produatisupply and sales of
handloom clothes andgerify whetherthe full production capacity wagilised by

the production cengs, primarysocieties an@veavers.

The auditor shall ascertain the bylaw provisions with respect to the working
of the Apex Societyand satisfy thait is strictly in accordance with the Kerala-Co
opemrtive Societies Act and RuleBhe amendments in the Act and Rusésll be
compared with the provisiongf the bylaw andf any inconsistencyexists the

society shall be advised &nend its bylaw

6.1.2. Source of Funds

The source of working capital is the most significant factor in the successful
working of the Ceoperdive Society. Theprovisions of thebylaw of the society
with respect tahe sources of funds shdde examine by the auditorto see that
such sources are lisied properly. Whether the apexcsety had maintaireeproper
books of accounts and registeggliijers in respect of such financial transastio

shall also be verified iaudit.
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6.1.3. Handloom Business

1. i) Purchase of Yarns The apex sciety shall purchase yarn either by
placingorders with the production ceas/mills or by negotiation with wholesalers
or agents. In ordeptwatchthe market rates of each cowftyam, the society shall
maintainmarket intelligence on the rates prevailing at major designated markets. It
should be ensured that no purchesmade above the market rates. Counts which
canbe produced internally should not be purchased from outside agencies.
In case of negotiatiornhe society shall keep files of such negotiation with

complete details, which shdde checkedby the aditor.

i) Purchase of handloom clothes from societies/membeFke purchase of
woven handloom items shall be based on the requirements of clothesles in
the sales depots/outlets of the Hantex as well as the agencies, as assessed by the
officials concerned.When goods are procured from the affiliated weavers
societies, the purchase invoices should be accompanied by necessary certificates of
Qudity Control Inspectors of the administrative department oredhnical
Supervisors of thepgex societyas to the correctness of fixation of price, quality,
and marketality of the handloom productsThe aiditor shall check these

certificates and invoices$o satisfy the correctness of price fixation and quality.

2. Sales: The aiditor shall verify the sales bills and ensure that the sales were
effected strictly in accordance with the prices fixed for each item. There shall be a
market survey system tonderstand the trends of the people and identify the
demands in the market. Whether the details of each sale is accounted properly in
the books of accounts is to be verified. Modern sales management techniques shall
be adopted for sales promotioFhe aiditor shall study the effectiveness of such

techniques and advice on such practices.
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3. Production Centres : If the cost of production and establishment expenses of
the production centre were met by the Head Office, these advances should be
settled pendically and regularly when the concerned production centre submit
periodical production statement. Theditor shall check whether all productions
made at the centre are transferred to the depots arwlirded in the Stock
Register.The Goods Receive8tatements of the production ce, sent to the

Head Office, ball be checked with the stoclegister to ensure the proper

accounting of finished goods transferred.

6.1.4. Verification of various schemes

The aditor shall examine the schemes adopted by the society for the
promotion of sales of handloom product$he sub rules madef any, or the
contractagreement with e Government/Agencies/CompaBgtietes shall be
scrutinized by thewditor. It shall beensured that the terms and conditions of such
schemes were favourable to the Apex Society. The cost bearing/sharing agreement
of the implementation of such schemes shall be verified. An analysis magdae m
with respect to each scherse that it can be kawn whether such schemesree

advantageous to thederation.

6.1.5. Agency Depots

The Apex Society shall execute proper agreements with the agencies in
respect of supplyrad sales of handloom produci&e agreements executed with
such agencies shabe verified by the aditor to ensure that the terms and
conditions asagreed were compliedith properly. Whether adequate security
deposit was collected from thgencies is to be verified. Thadbility Register in
connection with the transfer of goods to the agencies shall be verified to see that
the limit prescribed as per the agreement is properly followed.
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6.1.6. Exhibition cum sales

Exhibition cum sales of handloom products in connectioth warious
festivals is one of the methedf sales promotion. Participation of the society in
the exhibition shall be with proper decision of the board and san@tion
competent authorities. Ifayernment financial assistance is recejvédshall be
scrutinised by the aditor whether it is accounted and utilized properly. Whether
the stocks in the exhibition depots are adequately insured specifying the venue of

the depot in the exhibition is also to be verified.

6.1.7. Maintenance®f Books of Accounts

The auditor shall check whether the booksamtounts as prescribed in the
Bylaws and Rulegor the industry, arenaintained in the Head Office, Branches,
Regional Offices, production cems, sales depots and thghibition depots upo

date ircorporating all entries related to the handloom business.

6.1.8. Verification of Rebate Schemes

The rebates sanctioned in connection with seasos@dés may be verified
by the aiditor, whether the society has submitted its claim forteelmatime to the

Government and accounted properly in the Books of Accounts when received.

6.1.9. Business Analysis
There should be a system of business analysis involving the business ratios.

Whethe the maximum output is obtainemlt of the minimum inputs is to be
ascertained. The efficiency of the production units shall be ascertainedheith
help of such ratios. Theuditor shall call for the details of such business analysis
and see that the production and sales were pertbm maximum efficiency

and in a cost effective manner.
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6.1.10. Weavers Training Scheme

Theexpenses n connection wi t lkchemmehieanywmetav er 0

by the society in advance shall l@mbursed by the Government. The auditor has
to verify the timely reimbursement of such expenses.

6.1.11. Weavers Service Centre

It has to be examined whether the service centre formulates new attractive
designs and propagate them among the various affiliated weavers societies.

6.1.12. Insurance coveragd stocks

The auditor shall ascertain whether all the stock of goods in depots, godowns
and in transit ee adequately insured and policies kept alive by the Apex Society.
The Head Officeshdl bevigilant in these aspects and theldor shall call for such
policy documents while auditing.

6.1.13. Inspection of Depots

The Head Office shall exercise proper control over the depots and periodical
inspection and stock verification shall be conductedlsety to avoid any kind of
malpractices. The aditor shall ascertain whether proper inspection was conducted
by the authorised officers. He has also to see whether the defects noticed during
inspection, or shortage in stock, if any, during verification @amptly rectified
by recovey of shortage of deficit.

6.1.14. Verification of Employees Service Particulars

The auditor shall examine theervice details of employees such as
recruitment, sanctio of increment, DA sanctioneday fixation, leave particulars,
promotion transfer, disciplinary action and superannuation. The time bound higher
grade sanctioned, training to the staff etc. shall also be verified. The auditor shall
check whether a propéivision of labour and job rotation aimplemented in the
Apex Society Refer to chapter X of part Il of Kerala é@perative Audit Manual

for further details in respect otidit of employee3service matters.

130



6.1.15. Valuation and Verification of closing stock

Complyingwith the directives of the Reserve Bank of India and Registrar,
the value of closing stock shall be calculated.shHould beensured that annual
stock verification hadbeen conducted athe depots, godowns and production
centresproperly. The stock held by eary branch depa and agencys well as the

goods in transit shall be considered while auditivegclosing stock.

6.1.16. Depots Outside State

The annual stock verification of the depots outside state shall be conducted
through regrocalarrangements with the Registrar of-Quoerative 8cieties of the
States concerne@he accounts with the depots outsidestate shall be reconciled
periodically by the tdad Office.
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6.2.1. Introduction

Primary Weavds Goperative Societiesire organized with the objeatf
promotion of handloom cloth production as well as the economic betterment of the
members of the weau@r cooperative societyFFor accomplishing the objectde
society purchases machinegnd equipment needed for the handloaioth
production and supply to the members eitiecash or credit. The raw materials
required for the industry shall also perchased and supplied to theavers by the
Co-operative Soiety. The equipmenaind materials necessary for processing
designimg, colauring and quality checkingshall be procured by the society and
they shall be given to the members. In oredevelop savings attitude among the
members, the society shall introduce and implement various deposit schemes in the
society. The manutaured handloom items shall be bought/collected by the society
from the members, which shall be sold by the society through the sales ofitlets

Apex Society.

6.2.2. Handloom Business

6.2.2i. Production and Processing :
The Primary Weavers Sociesghall make arrangements for the purchase of

yarn, dys, chemicals, shuttles and other spare parts, which shall either be supplied
to the weavers dve used in the production cesg of the society itself. Using the
machiney and the raw materials, the $ety shall ensure that production of cloth

Is optimised. Production of cloth either by using handloom or powerdairall

follow the process ofyking of yarn, bleaching andyeing of finished cloth. The
auditor shall see that the society had followed finecedures rad rules while
purchasingdf machinery rav materials and other equipmeittshould be verified

that the production capacity of the handloom or pda@m was fully utilized.
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The purchase of raw materials and other requisites are to befroadée
Apex Society as far as possible. Other options shall be considered only after the
Apex Society for the pul@ase and supply of raw materiahél society should get
indents from them and purchases should be made considering their requirements
for a month. Invoices and bills received from the suppliersukhbe checked in
order to ascertaiwhether the discount anébate received are accounted ot. n
The auditor should verify the accounts with creditors. The outstanding balance of
credit accountstall be got confirmed. The proper control should be exercised over
the receipts and issues of stocks from the godown. All stock in possession of the
society should be insured. Thaditor shall check the insurance coverage as well
as the contromechanismThe society should maintain proper books and registers
with respect to the stock of raw materials, stock of finished goods and selling price.
The auditor shall verify theyaws to ascertain whether crediteslarepermitted
as per bylawsThe credit bis or memos should be checked to ascertain the

outstanding amount from tloebtors

a. Annual Production &eme : An annual production scheme should be
prepared and got approved by the General Body. The produstibeme
envisages the following:

I. Yarn of the required counts as also staple yarn and other requisites

are issued tonembers and they weave cloth timeir home yard and bring ¢h

finished cloth to the society ; and

ii. The Society operates the factory and worksown handloom or
power loomsMaster weavers shall be appointed to supervise the weaving work if
the work is donea t t he s oci e tugitérshoutl aecify the gosting T h e
register, egister of tools an@quipmentand yarn register, cotton stock register,
prodwction register etc andegisterof machinery in the case of poweoms.
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If the wages are paid on piece rate basis, arrangements for measuring
cloth and inspecting its quality and grade should be examined. If the members are
paid wages on piece rate badise rates of wages shall be fixed according to
counts of yarnsdesign and width of bordeweaving patterndesign etc. The
Auditor shall verify the payment of wages with reference to the criteria for fixing
the wages. Where yarn or finished goods gexidbefore issue or sale, accounts of
colours and chemicals used and other expenses should be checked by the auditor.

The cost of dging should be added to the selling price of yarn or finished goods.

b) Marketing and salesThe Society shall adopt modern marketing
techniquesfor the sales of their product3he sales can be either through the
depotsand outletof the Apex Society or througlosc i et yd6s own sal es
and marketing agesit The aditor shall verify the bis and invoices of sales
Separate account ise be maintained in respect of wholesale sales and retail sales.
Total quantity of different uaeties of cloth produced and purchased from
members shdd be checked with the quantitiseown as sold. Where gumls have

been sent on consignment basis, sales received from them should be checked.

Certificates should be obtained from consignees regarding quantity and
stock of different verities held by them. The stocks with consignees should be
included in the cldag stock. With regard to retail saJesash memos/bills should
be checked with the dailyakes register. The daily salesgider should be checked
with the Day Bok. The ebates allowed to customers shall also be verified to
ascertain the correctnessrebate allowedTheauditor shalexamine whetér the
cost of finished goods fsxed taking in to account the cost of raw matksjg&abour
charge etc.
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6.2.3. Loans and Advances to Members
Some veavefs societies advance loans to its members fopthrehase of

power looms, tools and equipments or raw materials. In some other cases, raw
material or machingror tools and equipmerghall beissued tothe members on
credit basis. The society should keep proper accounts with rdaspgath credit
disbusals. The aditor shall check the books and ledgers to satisfy the position of
outstanding balances. Confirmation of balances may be obtained from the
members.

6.2.4. Deposits
The weaving societies, which colledepogs such as Thrift Depositsixed

Deposits, Recurring deposits ordme safe Bposits from members shall keep
proper books of accounts such as deposgdeetc for each of them. Thaditor

shall verify the entries in the personal ledgers with the receipts, payment challans.
Generaledger etc. The rate of interest paid shall also be verified.

6.2.5. Income Support Scheme

The schemes to support the weavehall be verified in audit teee that
proper books of accounts are kept in the society.

6.2.6. Weavers Welfare Fund

Whetherthe members are enrolled in the welfare fund scheme is to be
ascertained. The society shall keep accurat&$of accounts with respect tiwe
welfare fund of weavers.

6.2.7. Shares with Apex Society and other Institutions

The shares invested with theei@la State Handloom Weavers-Qgerative
Society as well as with other institutions shall be verifiethmaudit. The share
certificates shall be verified and the dividend receivieany, on those shares shall
be checked to ensure that they were propbey accounted 1 n the

accounts.
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6.2.8. Financial assistance from Government of Kerala/Government of India

The fnancial assistanceeceived from the State Government or the Central
Government shall be chiesd tosee that they are properly accounted in thoeesp
by maintaining books andegisters for the assistance receiv&tie repayment
scheduleas well as the complianad the conditions attached to the assistance
the case of share capital loan or workoagital loanor margin noney shall also be

verified.

6.2.9. Rebate Scheme

The rebates allowed oredtival seasons by the Government, to promote
handloom cloths, shall be verified by the auditbhe rebate allowed to the
customers by th&overnment iso be examined with payment of rebatébe
period of rebate announced by the government and by the society shall be
compared, to ensure that rebate claimed by the society is in compliaince w

government rebate

6.2.10. Pricing of Products

Pricing ofthe finished cloths, shall be done, considering all the factors such
as cost of raw material, wages of workers, depreciatiotoat, equipmenbr
machinerypurchased by the society etc. The cost of production of cloths shall be
worked out accurately and the price of cloth products shall be fixed based on the
cost of productionThe auditor shall examine the cosgister alsoThe Auditor
should verify the tyen registerwage register, finished goods register and stock of
raw material. The rate paid to outside agencies for bleaching and dyeing shall be
examined to ensure that it is reasonable.
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6.3.1. Introduction

Apart from the guidelinesn the partl of the Kerala Cebperative Audit
Manual, the specific points which have to be verified while auditing the Kerala
State Ceoperative Coir Marketing Federation Ltd.(Coir Fed) are outlined in this
chapter. Coir Fed, the Apex Federatiohthe Primary Coir G-operdive Societies
is working with a motive of development and growth of the coir secttireistate.
With this object the Apex Federatiemgayes in the activities of buying and selling
of coir, andcoir products produced by the primaigcgeties. Tle arrangements of
raw materials, i.e., husk, workingapital, plants and machinerytechnical
knowhow and the marketing net work for the productigmocessing and
marketing of coir and coir products, are undertakgntie Apex Federation.
Coi r f e deftisn i9 requireda activatethe primary societies and to provide

labour to the workers/members of the Primary Cowoperative Societies

The auditor shall examine t provisions of the ydaws and atisfy that the
federation is acting on the provisiong/hether lhe apex federation could fuliiis
obligation as an apex society in facilitating the activities of the member societies
and successful in monitoring and supervising their workirgl 4ke verified in
audit. The aditor shall undertake an ovdranalysis of the working of the
federation and suggest measures for the improvement of its rparfoe. The
observations of theuaitor shall be placed before the meeting of the Board of
Directors, and their views obtained before finalizing his obsematiand

suggestions.
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6.3.2. Source of Funds

The share capital and entrance fimen members, loans and advantesn
Government and financial Intuitions, and financial assistances from Government
and other agencies grants, subsidiesdmmhtionsconstitute the source of finance
of the Apex federationThe aiditor shall check whether the amagement is
successful in mobilizing the working funds for the efficient functioning of the

Apex Federation.

6.3.3. Business Activities
6.3.3i. Producton andProcessing of Coir and@r Products :

The aiditor shall verifythe arrangements made by treslération for the
production of wir and coir poducts either through its own factoridaffts or
throughthe Primary Coir CaperativesWhether the apex fedeiah was able to
provide necessary raw materials for the producéiod processing to the members,
whether the purchase of raw matesialas cost effective and beneficial to the
societies and were folwing the rules and procedures awnthether the Apex
Fedeation was successful in providing technical istesice to the member
societies. The production process shall be most efficient and cost effective.
Whether capacity of the plants and machyreand laoms were utilized maximum,
whether workerrsmembers wergiven maximum number of employment, whether
the workers were given minimum wages as prescribed in the labour legislation, are
also to be ramined in audit. fe quality and quantitgf the coir yarnproduced
out of husks depends on the quality of huskdus€he mats, mattresses and other
products of thefederation as well as the memberisties shall be othe best
quality, © that the éderation shall be able to compete in the market andhei
maximummarket share including exportghe ratio of rawmaterials used and the
output shall also be analysed. Ascertain whether aptirauput is obtained out of
the inputs applied. The processing of various coir products such asnmatisigs
coir fibre pots,etcshallbe put under scrutiny teee that the &b of processing is
reasonable

140



6.3.3ii. Marketing of Coir and Coir Products

Even if the €&deration could maximise its production of coir and coir
products, it will not help theefleration if it could not maximise its sales. The
modern marketing thniques shall be adopted and all avenues of sales
management shall be utilised. The piling op stock in the godowns and
showrooms or depots shall adversely affect the liquidity of the Federation. Hence
the marketing team of the Federatioraltbe vigiant in maintainingthe stock
position at a reasmble level. The wditor shall verify the stock position at the
godowns as well aatthe showrooms/depots. He shall also examine the expenses
in respect of the marketing expenses of ¢he productsWhether the marketing
strategy adopted by the Apex Federation is feasible or any shift or alteration is

required is to be suggested.

6.3.3iii. Show roomsdepotsandexhibitioncum sales outlets.

The sales of the Coir and vario@oir products are promed by the
federation through its show rooms, depots and ageninesestival seasons
exhibitions cum sales out lets shall be set up temporarilyban centresThe
distribution of stock, transportation, keeping of the stock without dansigdl be
decisivefor the success of the marketing strateflye auditor shall examine the
arrangements made for the marketing of coir and coir products. Whether the
expenses are kept at a minimum level is to be verified. Whether there is a proper
system for accauting the sales in the sales out lessveell as depots and show
rooms shall be ascertained. Thales as well as the stock detalsall also be
verified by the auditor. Theetleration shall institute a subcommittee of Board of
Directors and senior offials for verifying the stock position in the sales depots,

showrooms and exhibition cum sales outlets.
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6.3.4. Supervisiorand Control of Showrooms andepots

Sub committee comprising of members of the Board of Directors and senior
officers of the &deration shall be authorized to supervise and monitor the sales
activities d the showrooms /depots of the federation. Thditar shall examia
the arrangements made by tedération for the monitoring of the showroom/otep
level activites. Whether reessary Books of écounts and Registers are kept at the
showrooms or depotshall also be examined by thedior. Whether the depot
managers or show room ioharges are permanent employees and collected

adequate cash security from thehallalso to be vefied.

6.3.5. Reconciliation of accounts with Primary Societgspots and showrooms

The accounts with Primary Societiedepots and showrooms shall be
reconciled priodically by the derationThe aiditor shall verify the reconciliation
statementand ensure that they were properly reconciled.

6.3.6. Reconciliation of accounts witbealersAgencies/Governmefather
Co-operativelnstitutions and Apex Federatign

The auditor shall call for the confirmation statements in respect of the
accountsor outstanding with th®ealersAgencies, Government, ar@her Co
operative mstitutions including Apex Federations. He shall satisfy that those
accounts were properly reconciled and if any deficiency is noticed, written
explanation of the Chief Execugvshall be called for. In case of absence of

satisfactory explanation the matter shall be appropriately reported.

6.3.7. Verification and valuation of closing stock.

The federation shall make arrangements for periodical verification of stock
at salesshow rooms and demoauthorizing the bard members or senior offise

The auditor shall examine tharrangement$o seewhether it was satisfactory or
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not. The Head Office of the ederation shall ensure that the annual stock
verification is carried outproperly in all its showrooms depots and sales
empaiums. The auditor shall see that annual stock verification was conducted in
all the showrooms anithe depots inside and outside the state.

The dosing stock statement shall be consolidated incorporadkiagstock
held by all the depots and showrooms. The stock held by agencies shall be treated
in accordance with the terms and conditions of theeeagent with dealers or
agenciesand shall verify whether appropriate action was initiated in cases of
shortags / excess of stock.

6.3.8. Verification of Sundry debtors and Sundry creditors

The auditor shall verify the personal ledgers in respect of sundry debtors and
compare the amount outstanding as per statements or schetlithesend of the
financial yeari.e. the audit year. So also in the case of Sunday creditas
ledgers as well as the statementschedules shall be verifie@ihe long pending
amountsshall be verified by theualitor with special emphasis on the reason for
such long pendency.

6.3.9. Performancé\nalysis of show rooms

The Board of Directors shall fix targets for every depots or show rooms,
which shall be reviewed periodically. The performance of each show room or sales
depots shall be reviewed by the Boardfectors and appropti@ corrective
action may be initiated to make good the sales of the products. The profit and loss
account of every showroom mdye prepared and analysed. Thaditor shall

examine the performanoé every showoomand ensurg¢hat they aresatisfactory
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6.3.10. ProductionAnalysis

Various ratios may be used for analyzing the efficiency of produoficoir
and coir products. Baseoh the ratios, the decisions of production gloiities
may be adopted. Theuditor shall check such analysis and gatithat the

decisions wereright .

6.3.11. Investments

The investments in shares of othem-Gperdive Institutions and Apex
Federéions shall be verified by theuditor. The investments in movable and
immovable assets may alse Werified and ensurthat the &€deration is in the
actual possession arehjoyment of the propges The aiditor shall satisfy
himself that the investments were made in institutions approved for the purpose by
the governmentin respect of landed pperties the aditor shallexamine the title

deeds teensure that the rigluf the society over the land is undisputed.

6.3.12. Borrowings

The borrowings from financial institutionsgGovernment orany other
agency may be verified with the confirmation statements. The borrowing limit
prescribed bythe Bylaws shall be examined #atisfy its complianceshall be
ensured The statement or schedule shall also be checked thé books of

accounts of theederation.

6.3.13. Internal Audit and Inspection.

The Apex Federatio shall institute a system for internal audit and
inspection. The show rooms and depotdl flminspected andualitedperiodically.
The Apex Federation shall inspect the member societies in accordance with sub

section (7) of section 66 of the Kerala-Gperative Societies Act.
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6.3.14. Export of Coir and Coir Ppducts

The Icense for export sales are to be renewed periogieald theauditor
shall examineghe licenses. The accounts related to expodssshall be verified
and it should be ensurdlat all amours of export sales were propercounted.
It should be examinedthether the society takéollow up action with the bankers
for the realizabn of value of coir sold. Theuditor shall call for a letter of

confirmation if any amount is outstanding with the dealers.

Since majority of sales are arranged on negotiation, the auditor may peruse
the connected files and the markeitletinsto satisfy that the society has entered
into the contract at the best advantage of the member sociétefuditor shall
ensure that there has been no instance of rejection of export on the ground of poor
quality. Auditor shall satisfy himself hat t here has been no

society

6.3.15 Insurance.

The stocks of coir and coir products at the Head Office, branches or
showrooms/depots ra to be insured properly. Theuditor shall verify the

insurance policies.
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6.4.1. Introduction

In order to provide employment to the rural people of coastal Districts of
Kerala, Primary CoirCo-operatives Societies were organized since 1950
Regular emplgment to the workers, fair waggebetter marketing arrangements
were the objects behind such a movement. Primary Coipopeoatives were
concentrated in the areas where the husk is &laikbundantly and where there
arefacilities for retting. The main object of a Primary Coir €perative Society
shall ke to provide employment to theovkers ly establishing coir factories,
procurement of husks and facilitate the retting of the husttslatribute the retted
husks among the members. Marketing of coir and coir products woven by the
members at a fair price shall also be the dlgpé&the coir society. Theualitor shall

verify whether there is any violatiaf the provisions of the Bylaws

6.4.2. Purchaseof raw materials (Husk)
Purchase of isk is to be made from the dealers at the rate fixed by the

Government, from time to timeThe society shall keep a Purchase Register
recording the details of purchases including the rate of purchdmseh shall be
checked with Purchase Billor invoices, by the ugitor. He shall verify the
quantity procured, ratof purchase, unloading charges etc., and also the Purchase

Register with Day Book.

6.4.3. Stock Register of retted Husks

The quantity issed for retting is to be checked i tStoak Register for
rett ed The acknowlaidgement from the concerned person (Group leader/
Mooppen) should be obtained at the time of distribution ok$@isr retting. The
auditor shallexamine the records connected with retting to see that the charges
incurred for retting is reasonable and within the limits fixed by the Board of
Directors.
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The security furnished by the Group Leader/Mooppen, nsoy lze verified
in audit. The aditor shall verify the inspection reports of the subcommittee as to
the existence of husk in thetting yard and see that such reports are placed before

the managing committee.

6.4.4. Distribution Register of rettedusk

After retting, husks will be distribute@imong the members/Groups Leaders,
through pernts issued by the society. Thedstor shall check thpermits with the
distribution egister to ascertain the quantity of retted husk issued. It may be
ensured that the number of husks retted Momda and those taken out at a time
tally with each other. While digbuting the retted husks to the members/leaders,
their acknowledgements should be obtaindthe quantity issued as per
Distribution Registers t o be checked wit hegosktienrifs hte
ascertainwvhether therequired quantity of finished goods have been returned, as
against the quantity of retted husk supplied. As the finished goods have to be
returned within a specified periodter issue of retted husk, theuditor may
ascertan whether, a second consignment has been issued before returning the

finished goods of earlier supply.

6.4. 5. Register of AFinished goodso

The quantity of fibre contestvary during seassn Thereforesocieties,
divide the year in to different terms and fix the quantity of finished goods to be
retrned in each seasoffhe aditor may check whether the members have
returned the prescribed quantity of finished goods as fixed by the committee. In
case any concessian reduction has been allowed, on account of reduction in the
fibre contents, the auditor has to ascertain that the society has made a realistic
study of the fibre contents in the husk, before allowing such reduction/concession
The auditor may also ensarthat the total quantity of finished goods retd
maintain the prescribed proportion to the quantity of retted husk distributed.
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6.4.6. Wages Register

Whether cool or wages have been paid at the rate prescribed by the
Managing Committe, is to be ascertained, by checking theagesAcquittance
Register. It may also beerified that the total quantityf finished goods received
in a day are properly accounted for in the stock register of yarn on the same day.
This can be eured by chedkg the finished Goods Receivededtster with
Coir/Yarn Stock RegisterThe Auditor shall examine whether the Minimum

Wages Act was complied.

6.4.7. Labour Welfare Fund

The Welfare Fund contributions of the society as well asabrkersshall

be account properly.The auditor shall check whether it was accounted correctly.

6.4.8. Sales

As the sales were madby the Central Coir Marketing Society on
consignment basis, the concerned consignmestusat has to be checked by the
auditor.

6.4.9. Insurance
The auditor shall verify the insurance policies and ensure that the stock in

possessionf the society imdequatsl insured and the policies dree.

6.4.10. Reconciliation of accounts with Apex Society
The officers of the society shall mak&rangements for the reconciliation of

accounts with the Agx Society on a regular basishe aiditor shall call for
confirmation statementwith respect to the outstandingth the Apex Society or
any other institution, and satisfy that those accounts vpeoperly reconciled.
Long pending amounts mdye specially examined and clarification sought from

the Chief Executive.
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6.5.1. Introduction

These type of Coir Goperative Societies concentrate on the production and
distribution of various typesf coir mats and mattings. Large scale factories are set
up for the prduction of mats and matting€oir workers are the members of the
society. Various types of mats and mattings and other kinds of coir products are
manufactured in view of export ssglby these societies Government assistances
are provided to these types ofoperative societies in order to increase theoexp

of coir and coir products.

6.5.2. Purchase of raw materials and semi finished goods

The mats and mattings society may roeking purchases either from the
Apex Society or from Primary Coir Gaperative Societies and individuals.
Whether the purchase price of such articles purchased from other sourcésthan
Apex Sciety, have been limited the rates prevailing in the ApeSociety, kall
be enquired by theuditor. Whether the articles so purchdseere available with
the apex Society during that period shall also be verified, and if available, the
necessity of such outsigeirchases may be ascertainéthen goods are punased
and brought to the society, a gate pass will be prepared with respect to the number
of bundles brought in. The goods so brought will be weighed and the weight noted
in the weighment register. The society shall prepare a purchase bél] ba the
weihgment registerThe auditor shall check the purchadill with the gate pass
and weighment register to ensure that the weight and number of bundles tally. The
stock shall be entered in the stock&giger showing the particulars ofate pass

number and flinumber.
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6.5.3. Productionof mats, mattings and other coir products

The raw materials, required for the production of different varieties of mats,
mattings and other coir based products shall be supplied to theyfacm the
main godown.The d/eing materials, coir yarn and other inputs supplied from the
main godown shall be verified by theuditor with the productionagisterto see
that the quantity agree=ach other. The production of mats and mattings $feall

entered in the production registes well as the stoclegister.

6.5.4. Quality Control

The society shall adopt effective quality control measures, since the products
have to maintain high quality tgualify for export sales. Theuditor shall review
the quality control measures andisly that the society had adoptedeguate

quality control mechanism

6.5.5. Sales

The Board of Directors shall ensure that the various coir products
manufactured in the factories of the society as well as the members are sold out at
the appropriat¢ime, without delay. The sales prices of various products shall be
fixed by the Board of Directors based on the cost oflpction and market rate.

The auditor shall verify the sales price and mardixed for the products. The
minimum sale prie of expot quality products igixed by the Coir Board and the
auditor shall verify the details of export with respect to the stock as well as the
sales price of the exported goods. The goods sold will be sent guiyomeans of

an out pass. Thauditor may checkhe stock egister,outpass and despataigrster

as to check the correctness of goods sent out. The sales invoices as well as the

shopping reeipt shall also be verified.
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6.5.6. Payment of Wages

The payment of wages may be on piece rate bassodically to the
workers. The daily totals of Wages Register shall be carried over to the Day Book.
The production of mats and mattings as revealed by the Wages Register will be
entered in the Production Register and fronréh® the Stock RegisterThe
auditor may check ther&duction Register and ensure that the prices of finished
products, are fixed, taking in to consideration the material aast manufacturing
cost. The aditor shall check whether the workers were paid wages in accordance

with the labour legislations such as Minimum Wages Act etc.
6.5.7. Consignment sales

If the Mats and Mattings Socieqdopts consignment sales, thelior shall
check the consignment account and satisfy that they were correct.

6.5.8. Insurance

The societyshall arrange forthe insuranceof finished goods and raw
materials in the possession of the society. The auditor shall verify the insurance
policies and satisfy its coverage.

6.5.9. Branch accounts

The accounts with the Branches $Ha@ reconciled regatly. The aditor

shdl verify the reconciliation tsee that they were properly reconciled.
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6.5.10.Reconciliation of accounts with Apex Society

The accounts with the Apex Society Bhbe reconciled properly. The
auditor shall call for the reconciliation statements and check it with the

confirmation statement obtained from the Apex Society.

6.5.11.Government assistance

The auditor shall check the Rygster of Government assistaneeaintained
in the society. It shadd beensured that proper books amgjisters were kept up to
date in repect of @vernment assistanc€onfirmation statemestmay also be

obtained anderified.

6.5.12.Submission of Statutory Returns

Whether the society had submitted the statutory returns in time is to be
verified. Whether the taxes, (such as GST) wermitted as stipulated, may be

ascertaineth the audit.
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6.6.1. Introduction

Kerala State Goperative Fedetmn for Fisheries Developmenbpularly
known as Matsyafed is the Apex Federation of Pirntashermen Capperative
Societies of the state. Thederation aims at thelevelopment ofi§heries sector
by facilitating the fisherme with modern fishing equipmersuch as out board
engines, ishing nets and other equipmerdrranging working gqatal for the
primary fishermen capperative societies by way of loans and advances, grants and
subsidies etc., enabling the processing and marketing of fish, providing basi
infrastructure for the members of-operative societies and arranging the sales of
fish including export sales to Foreign Countrieehe fderation is obliged to
arrange employment to the fishermen by implementing various schemes introduced
by Central Government as wal$ the State Governme@usters are formed with
3 to 10 Primary Societies for the effective implementation of the schemes. Various
divisions are forrad at the Head Office of Matdyal and authorised for
undertaking the activities of theefleration in a efficient nranner.He shall study
well the activites of the fedeation, before beginning thaudit. He shall acquaint
with various projects implemented by thederation, so that he shall be able make

a realistic and scientific analysis of the activitieshafapex £deration.

6.6.2. Verification ofProjects implemented by the Federation

The apex éderation implements various projects in association with
State/Central Governments, National -Querative Development Corporation
(NCDC), National Backward Community Finance Development Corporation
(NBCFDC), National Minority Development Finance Corporation (NMDFC) and

other financial mstitutions.The financial assistances received from thesencigs
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shall be verified by theualitor to ascertain whether theyere properly accounted

in the eederatim. The utilization of the assistances may also be verified, with
respect to the target fixed as per the project report, the achievementhean
implementation strategyWhether procedures as prescribed for the Financial
Management wer followed is tobe ascertainedWhether he manpower deployed
wasin accordance with the project proposals and with the approval of thhd Bba
Directors as well as thanfancing agencies is to be checked. The infrastructure
developedin the projects isto be verified. The books of accounts are to be
maintained properly for eagbrojectand specific officials shall be entrusted with
that assignment. Periodic project evaluation shall be entrusted with subcommittee
or senior officials and the Board of Directors shall evaltiageprojects even at the

end of the project, with rpect to the achievements. Theddor shall verify the
amount of assistances received by way of grants/subsidies, loans and advances etc.,
to see that they were utilizédr the purpose for which thayeresanctioned. He

shall verify the targets of the project and compare it with the achievements.
Whether the assets purchased utilizing the amounts are emterbé Stock
Register andarein the actual pssession and enjoyment of tleglération is tde
verified. He shall examine the terms and conditionghefsanction order of

various schemes and ensure that they were compitagroperly.

6.6.3. Verification of purchases of fishing equipment

The Apex Federation purchases outboard reegyi and other fishing
equipment to be distributed amondné fishermenThe purchase formalities, the
rate of purchase, the market rate, etc. shall be verifiethenaudit. Whether
equipments purchadewere of desired quality and capacity is alsm be
ascertaird. Whether the federatidmad an import licence, if the purchase was

made from exterrlaagencies of foreign countries, shall be scrutinid&thether
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proper documents and Registeesigers were maintained in thederation with
regpect to such imported egumentor items shall be verified ithe audit. The
distribution of the equipmentay be recorded and proper acknowledgement
obtained in respect of receipt from the authorized fishermen/society. The auditor
shall check whether the issue wdsne with necesary authentication and

acknowledgements.

6.6.4. Verificaton of narketing and 8les

The federation shall procure fish from the fishermen and make arrangements
for the processing, storage and sales througdales outlets and other franchisees
The fish marts, mobile fish marts and other rketing systems adopted by the
fedeation shall be verified by theuditor. Whether the sales outlets are
systematically instituted, whether proper accounting system adoptdtether
pricing mechanism was propand transpant, whether the storage and stock
keeping was ideal and whether the manpower deployed were paid properly
whether the agencies were selected in a systematic and transpareat, raes to
be examined by theuditor. The auction details sh&lé verified,if adopted for the
procurement.Whether the mdeting strategy adopted by thedkration was

beneficial to he fishermen and the societieslération shall also be examined.

6.6.5. Borrowings

The loans and advances received from @entral/State Governments,
National Ceoperative Development Corporation (NCDC), National Minority
Development Finance Corporation (NMDFC), National Backward Community
Finance Development Corporation (NBCFDC) shall be verified to see that they
were propest accounted in the books of accounts of the federation. The rate of
interest shall be ascertained by verifying theneand conditions of each lgaand
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compared witlthe market rate. The repayment sdhke shall also be verified to
satisfy hat they wee repaid correctlyThe dues position may be checked in
respect of eeh loan of financial institutons, which had proided loans and
advances to theefleration. Confirmation statements nisy/ obtained from them
and compared with the ledgesf accounts ofthe federation to ensure that the

balance outstanding if any, aretefang

6.6.6. Loans and advances

The loans and advances disbursed tlhe primary societies or to the
Fishermen Groups shall be verified in audit. The bond or agreement, the payment
voucher and the ledger postings shall be checked. The rate of iatenest the
agreement and charges$ per the loan ledger shall be camgd with the rate
determined bythe Board of DirectorsThe repayment shall be verified and
confirmation statements may be obtaine respect of the outstanding mustbe
ensured that the statementsochedule withrespect tdhe outstanding at the end of

the year agree with the Genlet@dger balances.

6.6.7. Import of engines, equipmeartd machiney

Whether the dderation had obtained a valid licence fmporting engines,
equipmentand other items neceary for the fishing activitieshall be examined.
The invoices and bills oimports shall be verified. The amount spent for such
purchases shall also be verified satisfy that the purchase/import prices are
reasonable and competitive. The resolutions of the Board of Directors with respect
to the imports, the rate, as well &g total bill of the order, the quality andantity
of the imported items shabe checled intheaudit. Whether the items so imported
were taken to the Stock Register ane dstribution recorded in thegisters are to

beensured
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6.6.8. Preservation and Processing of fish

The federation shall arrange for the procurement of fish from fishermen and
preservation and processing at its various chilling plants, ice and freezing plants
etc, in order to export better quality products. The valdédition process shall be
done to obtain maximum margout of the export sales. Theditor shall examine
the preservation arrangements and satisfy that they were arranged to preserve the
procured items efficiently. The processing shall be arranged ahtlieg plants
and freezing plants, so that the fish items can be sold at a beneficial rate, including
export sales. The expenses incurred for the processing shall be consideesd whil
fixing the sales price. Theuditor shall examine the pricing mechaniand ensure

thatit is advantageous to thederation and customers alike.

6.6.9. Verification of Production Units

The federation undertakes, various kinds of production of fishing nets,

fishmeal plants, Kaitin Kaitosan plants, flake ice, etc. at varmaces of the state.

The operation of thesdgmts shall be verified by thauditor to ascertain whether
theplants are advantageous e tederationVerify whether the Fish marts, Vyasa
stares, Diesel bunks and KerosenanBRs OBM Workshops are operating for the
benefit of the éderation.He shall verifywhether theoperational expenses were
properly accounted and incorporated in themacounts of theederation. The
Board of Directors shall review the operatbresults @ the production plants and

units and appropriate decisions shall be taken for the continuance, upgradation or

closure of the plants based on the profit or loss of the plant.
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6.6.10. Export sales

Foreign exchange earned out of export sales shalcbnsiderable factor to
the Sates economy. Henceghe Government shall be giving top priority for the
steps taken by the Matsya Fed for the export of various kinds of fish items.
Maintenance of highest qualitpr the products igequired forobtaining more
export ordersThe Board of Directors shall concentratetba maintenance othe
quality of the products and aming more export orders. Theditor shall verify
the documents in relation to the exports and see that all procedureficaredo
and all records maintained properly. The terms and conditions of eaoht exp
orders shall be verifiedo see that the contracts vwemade beneficial to the

federation.

6.6.11. Insurance schemes
The hsurance schemes adopted by the Apex Fedarsttiall be scrutinised

by the auditor tsee that the schemes are beneficial to the fishermen. How far the
benefis were made availabte the fishermenwho had enrolled in the insurance
schems shall be checked.He shall also examewhether there is gnnstanceof

admission of ineligible claims.

6.6.12. Debt relief schemes
The fishermen debt kef schemes introduced by th€entral/State

Government shall be examined awerified whether the eligible fishermen had
obtained the benefits of such debt relief schenmid® Auditor shall examine
whether the claims were submitted to the findnastitutions in time and whether

the benefitsvere made availabl® the claimants.
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6.6.13. Management Information System
The Managment Information System in thederaton shall be scrutinised

in the adit, to know whether they are implemented as péne guidelines
prescribed. The various tratives for computerizing theefleration such as Pay
Roll System, Marketing of fish products, Distribution of Kerosene Permit,
computerization of Kerosertgunks etc. shall be verified ®nsure that necessary
procedures were followed in the selection of vendors and expenditure on such
software were normal and reasonable. The licensing of the software shall be

verified.

6.6.14. Construction of Buildings, Plémand Machinegy

The Apex Federation shall be setting up processing plants, chilling plants
and differenkinds of plant and madhery. The construction details of such plants
shall be verified in audit to ascertain whether it has the approval of the Board of
Directors, whether it has got nesasy approval from theauthoritiesconcerned.
Whether the expenditure incurred on thestarction was reasonable and approved

by the Board of Directors.

6.6.15. Verification of movable and immovable properties

The auditor shall examine whether the movable and immovable properties
are in the actual possession and enjoyment of the Bpd&ration. He shall verify
it with the stock vafication statements and stockegister. The physical
verification of the assets whether movable immovable can be done by the
auditor. The documents of purchase deed, encumbrance certificate, tax paid
receipt, location certificate etcan beverified by the aditor. The Register of

properties shall be checked and the accuracy ensured.
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6.6.16. Reconciliation of accounts with member societies, District offices and
Project offices.

The reconciliation of amunts with the affiliated fishermen societies shall be
examined by verifying the letters of confirmation. The account with the District
offices and Project offices as well as with the different project units shall also b
reconciled periodically. The audr shall examine theeconciliation statements

and ensure that the accouats properly reconciled.

6.6.17. Employees Service Matters

The auditor shall check the service partars by checking the service
register of employees. He shall adopt the guideline issued as per chapter X of the

partll of the Kerala Cabperative Audit Manual.

6.6.18. Training to Employees, Board Membarsl Membersof Apex Federation
and Primary Societies.

Based on a scientifidraining Need Analysis, (TNA) conducted in the
Federation and Primary Societies, the Apex Federatioall schalk out a
comprehensive training programme for the employees, boathbers and
members, which shall be Uséfor the development of the fisherissctor. The

auditor shall assess the programmes and make his suggestions.

6.6.19. Inspections and Internal Audit

a. Member Societies The Apex Federation shall authorize senior Officers
for the periodical inspection of member societies. The Boadrectors shall
consider therispection report along with the compliance report in respect of
defects/obsentins made in the reporiThe aiditor shall verify the reports while

auditing.
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b. Federation: The Apex Fedration shall constitute teams eénior
officers for the intemal audit of its offices. Thenternal audit team shall verify the
accounts and records #te Head Office, Dstrict Offices, Project Offices and
different Project Units (PMUS)The audit subcommitteer the Board of Directors
shall discuss the defects pointed out by the Internal Audit Wing and take steps for
the rectification of defects. Theuditor shall checkhe Defects Register aritle

only defects which are not rectified till thehall be examined and reported.

6.6.20. PerformanceéAnalysis of Projects

Projects implemented by the Matsyafed for the developmelfisbéries
sector shall be having sortergets such as number of emplants generated, etc.
The auditor shall veify the project reports andchievements ém the project
implementationThe expenditure incurred shall be considered and the performance
of the projects shall be analysed usihg tools of ratiaanalysis.The achievements
shall be verifiedin comparison with the targets/objects. The assetetteut of

the project funds may also be assessed.

6.6.21. Compliance with Food Safety and Security A&&20

The auditor shall examinavhether the Apex Society had complied with the
provisions of Fod Safety and Security Act 2006, whether the federation had the
licensedor carrying out the marketing of food articles is to be examined.
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6.7.1. Introduction

Primary Fishermen CGoperative Societies are registered in accordance with
the provisions of Kerala Coperative Societies Act 1969, having the area of
operation of one or more villages or Panchayats. The society shall be working with
the object of providig employment to its members i.e., the fishermen. It shall
under take Fish Farming, Fish Catching, Processing and Marketing of fish and fish
products either througits own outlets or through the members. The society shall
arrange for the auction sales fidh caught by the members, as well as for the
processing and storage of fishtlwchilling/freezing equipmentThe society shall
act as an agent of Matsyafed for the procurement as well as the sales of fish and
other acqua products, through its membersvam outlets. Fishermen Gaperative
Societies shall undertake fish farming activities either in its own land or in the
plots taken on leas The members need support and assistaioceacquiring
fishing boats, fishing nets, and other modern fishing mggent The society is
obliged to provide the above items to its members by way of purchasing it or
taking on lease basi¥he vehicles, ice plds, cold storage and equipmeatuired
for the management of fish industry shall be procured or collected & hich
shall be made availabte its members on rent basis. The working capital needed
for the fishermen shall be mobilised and disbursed by the society to its members in
the form of loans and advances or grants/subsidies. The Fishermen Development
Welfare and Cepperative Societies undertake various developmental activities for
the welfae of its members. They may stadrous types of deposit schemeggeh
purchase schemes, financifguse constructignpromotion of small scale and
cottage industriesfor ensuring employment opportunities to its members. The

society shall support the educational and cultural requents of the members too.
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6.7.2. Source of funds

The mobilization offunds for the activities of theociety shall be the major
agendabefore the managing committee. Share cap#atrance feegrants and
subsidies, deposits,odns and advansge donations and other contributions
consitute the source of funds. Theuditor shall examine the working capital

generated and advise the sogietlr improvement in their activities.

6.7.3. Borrowings

The maximum borneing power shall be verified teee that th prescribed
limit is kept Deposits and loans from members or from other financial institutions
shall be verified inthe audit. As per the special scheme approved, the financial
assistances from Government, and the Apex Federatextisded from this limit.

The auditor shall verify the ledger of borrowings to ascertain the details of amount

received, repaid and interesti@, during the year on borrowings.

6.7.4. Procurement and marketing of fish

The society shall make arrangements for the procurement of fish through
auction sales or through other means. The processing storage and sales
arrangements shall also be madenmptly. The aiditor shall examine the details
of procurement/auction sales, storage and sales and satisfy that every activity had
been supported with the Board resolution and rules and procedures. The price
fixation shall also be examined. The Boat Registhall be verified with the
Register of catches tgatisfy the accuracy of quantity sold out. The sales
bills/invoices from the Apex Federation or any other agencies shall be verified

with respect to the prices and quantity.
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6.7.5. Loans and advances meembers

The society shall arrange for the loans and advances to the members for
purchase of boats, nets or other fishing equipmenttsffordable rates of interest.
The auditor shall scrutinise the disbursement of loans and advances, verifying the
loan ledgers,bond/agreement, payment vouchers and Board resolution. He shall
verify the schedule of repayment and compare it with the ledger postings of
repayment.It should be ensured that theneipal and interest are repaid promptly
as metioned in thesanction letterln case of default, adequate provision shall be
created for the overdue amount. The calculation and collection of interest shall be

verified inthe audit.

6.7.6. Purchase and Biribution of Fishing Equipment

The society shall bendertaking the purchase and distition of the fishing
equipmentto the members either on cash or on credit basis. They shall be
supplying such fishing equipment on concessional rates. Utitoa shall verify
the purchase agreements, invoices and paymouches and satisfy that the rate
of purchase is reasonable and competitive.

Different types of fishing equipmenare supplied to Fishermen ©perative
Societies by the Government on subsidised ratesh as Mechanized Boats,
Country boats, Nylon nets, Nylon yarn etc. In the cas@rotessing societies,
equipmentnecessary for processing activities are also supplied.aiditor shall
verify the sanction order and bonds/agreements executed by thty so@scertain
the terms and calitions. The date of loan andcquisition of partular asset
should be noted tascertain whether it has been pntypaccounted. In the case of
mechanised dats the make of engine, its numldength and capacity of bgaand
in the case of nets, type of net, accessories issued along with it, etc. should be
verified. Inthe case of country boats, thedéor shall see that trepecification in

the invoicecorrespondwith the entries in the books of accounts in all eetg.
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6.7.7. Implementatiomf InsuranceésSchemes

The nsurances schemes adopted for the welfare of fishermen including
health insurance, accidental insurance etc should be verifige iaudit, vinether
the premium from the society as well as from tiembers is paid properly in time
and whether the claisnare submitted without delayhe auditor shall check the
registers in respect of collection of premium as well as payment of premium of

such insurance schemes.

6.7.8. Fish Farming

In some fisheries societies, ish farming maybe undertaken to provide
labour opportunities to the membeifishe aiditor shall examine the details of the

farm, expenses incurred for the farming and the income out offishclarming.

6.7.9. Maintenance of Stock Register

The society shall keep stock register of all puresad he aditor should
verify the entries and ensure that they agree with the details in the purchase invoice
or bill. Every distribution of equipmenboats or nets shall be deducted from the
stock bdance and the stock register as well as the physical stock shall be checked
by thesubcommitteauthorizedoy the Managing Committee. Thaditor shall see
the annual stock verification statement and ensure that all items were included in

the statement skong the number as well as the value.

6.7.10. Repairs and maintenaa of Fishing Crafts, Equipmermstc.

The arrangements made for the repair and maintenancdioigfisrafts and
other equipment ar® be ascertained. The procedure to be followed in repairing of
such equipments shall be mentioned in the sanction order, if it was supplied on

concessional rates. The procedures prescribed shall be followed in the case of
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major repais. The aditor shalld ensure that theociety maintaing Soare parts
Register and all purchases of spare paresaccounted in it and utilisatiors
monitored properly.The disposal of outdated condemned parts should also be

watched.

6.7.11. Running Expenses

Therunning &penss in respect of maintenance addis, andishing crafts
such as cost ofiésel, engine oilhading and launching charges may be verified.
The log bok of boats shall also compared withhile checking the diesel bills.
Every purchase bishall be signed by the crew or leader of the boats. In societies
owing more than one boat, it mapmetimese foundthat the society purchases
the desel, oil etan bulk and suppliet individual boats. In such cases the society
shauld maintain stockegister of desel,oil etc. and issues made only mdents
placed by the crew, duly approved by the Secretary/President. Acknowledgements
from the crew or leader of the boat shall also be obtained for the supfligne
purchase of oil or diesel isnocredit, the balance outstanding should lo¢ g
confirmed. The gxenditure connected with the hiamg and launchmg shall be

verified and satisfiethat proper procedures were followed in the tenders etc.

6.7.12. Log book

The society shall maintaiproper log book by entering the details such as
fuel consumed, number of heuworked, and the auditor should satisfy that the
fuel consumed is commensurate with the number ofswearked. At the close of
the fishingoperations athe end of the seasatte balance of stock of diesel in the

tank of the boat/boats should be verified by the persons authorised and accounted

properly.
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6.7.13. Verification of Boat Register

The BoatRegister shold contain the name/number obdi, the names of
members engaged, leader of the crew, engine number, make of engine, date of
fishing, place of start, time of arrival, type of net used for fishing, oil consumed,
guantity of fish netted, value of fish etc. It should be ascertained whalther
catches wee brought ashore and handed over to the society. He shall also see that

the number of perss engaged for each trip waptimum.

6.7.14. Register of Catches and allocation

The quantity of fish netted as per the Boat Register shall agte¢he total
quantity and value of fish netted as per the Register of caMhe=n boat, net etc.
are supplied on subsidised rates, the agreement will confirm the apportionment of
catches.

The division in respect of un mechanized boats

I. 55% as wageto members engaged in fish catching operations

ii. 30% asfund for repayment of loans

lii. 10%asthrift deposit of members and

v. 5% as societybdbs share to meet the

On the other handhe division or apportionment of catchesrespect of
mechanized boat is#ollows:

I. 40% as wages to members engaged in catching
ii. 30% as fund for repayment of loan

lii. 20% towards fuel expenses

iv. 5% thrift for members engaged irshing

V. 5% as share of society to meet tdomtingent expenses
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The aditor shall examine the apportionment with reference to the
resolutions adopted by the managing committee as well as the provisions of the
Bylaws.

6.7.15. Debt Relief Scheme

Whether the benefibf the Debt Relief Scheme implemented by the
Central/State Government was properly availed to the fishermen shall be verified
in audit. Whether the claim was properly submitted and whether all the fishermen

who are eligible for debt waiveavailedof such benefitshall be examined.
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6.8.1. Introduction

Kerala Cooperative Milk Marketing Federatio popularly known as
0 MI L Mwrfedfunctioning in comection with the implementatioof operation
Food | I The ededid&vds ks wi th a mirgsperitpn of
throughconsumer satisfaction. Theime godof A Mi | ma 6- edor®mi¢c he s
progress of the dairyafmes through procuring, prassing and marketing of
m | Mdmaoperates in the true denmefamet i c |
and f or tMinea ailaat guaraeéng welfareand financial security of
the dairy &rmers through Regional Unions by implementing variawesfare
measures utilizing the fundsom Central, State and its own funds. Necessary
inputs likecattlefeeg mineralsupplementsmedical aid and artificiahsemination
facilities are also provided to the farméinerough the Regional Union§he aidit
team shk examine the accounts ofdhfederation with a comprehensiveew in
mind to see whether thederation had succeeded in its Igafgproviding financial
securityas well as welfare to the dairarmers. They shall examine the whole
arrangements, schemes implemented and projectertakdn by the Apex
Federation for the betterment ofidy farmers and theadry sector.Whetherthe
federation has succeeded in the initiative to mairtte@rpriceof cattle feedn the
marketis to be verified. Whether thafmes are getting remuneraé price for the
milk supplied by tem is to be examined ithe audit. The price fpation
mechanism headed by the Apex Federation and the Regional Unions shall be
verified to see that thenajor beneficiary of price increases the farmer. The
auditors shall be well versed with the processes and proceduaesivitiesof the
federation, espedlg its ancillary production andprocessing units. Since
KCMMF is an Apex Federation it has to follow the audit prescriptions as laid

down in sub sectio 10 and 11 of section 63 of Kerala-Gperative Societies Act
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1969. The Administrative Audit guide lines outlined in the Paftthe Kerala Ce
operative Aud Manual shall be adhered tbhe federatio® s oper ati ons
the managemenuhctions shth be analysed and reged. Modern management
principles shall be adherdd for analyzing the mnagerant functions. The inter

union and inter unitransactions shall be verified satigy that they are reconciled

6.8.2. Verificationof Procurement of Milk

The auditor shall ascertaithe arrangements made by tleddration for the
procurement of milk. It should be ensured that the arrangsmantsystems
introduced by the ederation for the procurement of milk is systematic and
scienific. The measuring or weighment system of poured milk shall be accurate
and the testing of fat content etc should be error free. The accounting system
introduced for the curement shall be verified s&eethat it is satisfactory. The
growth or retardtion in the procurement shall be analysed and commented in the

audit report.

6.8.3. Verification of Processing of Milk
The milk collected from the dairnafmers are brought to the AnaRdttern

Co-operative Societies and after testing and weighihghall be brought to the
dairy plants of the Regnhal Unions and the etleration. The processing
arrangements nole at the diry such agasteurisatioretc shall be verified tsee
that it is carried ouproperly. The plat capacity utilization of theairy plantshall
be verified.

6.8.4. Verification of Marketing and Sales
The progress of every constitueng, the farmer, AnandPattern Milk
Producers Coperative SocietyAPCOS) Regional Milk Producers Union arlae
Apex Federation dependargely on themarketing strategy adopted by the Apex
Federation as well as the Regional Milk Producers Union. The market demand
shall be asseed periodically andhe supply maybe arranged accardyly. Market
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survey shall be arranged by the marketing team to adsesearketrendand to
obtain the feedback of the customers/consuméh® sales shall be analgse
periodically and supplylanned and arranged according to the smtsls The
auditor shall make an analysis of sales of milk and milk products by comgpiue
sales of consetive years. It shall be verified whether the management has
adopted proper salemianagement techniques,hether the Management had
adoptedappropriate sales polictp exploit the market @mand and whether the
federation able to me¢he market demandlrhe marketing expenditure shall be
verified to see whether it is reasonable and competitive.

6.8.5. Verification of Dairy Units

The auditor shall verify all he accounts related to variouany units under
the control of federation. It should be ensured that dery wit runs in a
profitable mannerThe nmanufacturing account, Trading arferofit andlossaccount
and BalanceSheet of each dairy unit shall be prepared, comparing with the
accounts of theelderation and incograted withthe financial statement of the
federation (Head Office). The capacity utilisation lo¢ fplant may be examined.
The annual rmintenance contract of the plant and maclyirserd equipmenimay

also be reviewed.

6.8.6. Milk Products
The rawmaterial consumption, the value additidine quatity of products

obtained shall be examined. Whethitie expected outt obtained shallbe
verified. The expenditure on the productidrak be verified tasee that the price of

the product is fixed in accordance with the cost of production and market demand
for the product. The auditor shaheckthe stock egister of raw materials, the
Register offFinished products and the castproduction. The convemn ratio of

raw materials (inputs) to products shall be examined.
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6.8.7. Verification of different schemes implemented

The schemes implemented for the expansion and development of the Dairy
sector shall be verified by the Auditor. Whether the projsotemplementedhad
contributed for the growth of the Dairy sector is to be assessed. The Government of
India schemes such as strengthening infrastructure for quality and clean milk
production programme (SKQNP) and Integrated Dairy Development Programme
(IDDP) and all other schemes shall be verified in audit. The procedures of the
implementation of the schemes as well as the resources including Human
Resources utilized for the projects shall be examined. Whether the terms and
conditionslaid down in the mject sanction order and the project reparte
followed, is to be verifiedThe beneficiaries of the projects shadlidentified and

the benefits so received shall be assessed.

6.8.8. Insurance schemes

Different insurance schemeslopted for thébenefit of the &rmers or the
employeesshall be verified. Whethethe premium prescribed wasemitted,
whether the claims were submitted timely and whether the benefitsre
distributedto the candidates properly, shall be scrutiniseth@audit. The mlicy
documents shall beevified. LIC Aam Admi Bhima Yana, Mediclaim insurance,

Cattle Insurane scheme etc. shall be scrutinised by tnditar.

6.8.9. Verification of CentraProductsDairy

The auditor shall examine the details of thequluct dairieswith respect to
the following.

I Capacity utilization of the diry plant

. Products of thenit. The quantity and quality of the products made in
the plan
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Vil.

viil.

Xi.

Xil.
Xiii.
XiV.

XV.

XVI.

XVil.

XViii.

Raw materials and inputs used in the plant. Ratio of inputs to outputs
Cod of production of value added milk products

Human resources deployed in theairg plants, thig service
particulars

Marketdemand for the products of thaid/ unit

Manufacturing and Trading arRtofit and loss account of thaidy
unit

Books and Registers maintained in the unit

Stock Register, Stock details and closing stock at the end of the
financial year

Annual stockverification ofthe dairy unit

Annual maintenance contract for the maintenance of vehicles
machinery equipmenetc. if any.

Detailsof landand building in the possession and enjoyment of the plant

Cash andBankbalancs kept with the diry plant if any
Submssion of returns to the He&iffice

Reconciliation of aaounts with other units and Head Office and other
Regional Unions

Sundry creditors account and sundry teb account. Books and
registers kept, action taken for realising the outstanding balances, if
any. Confirmation statements may be collected from the parties in
case of bigger amounts.

Marketing and sales of the products of the Central Products Dairy
Units.

Conversion ratio of the milk and milk products
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6.8.10. Quality Control

The quality of milk marketed and the products manufadturehe product
division of the Federation plays a vital role in maintaining the consumers demand.
Hence the arrangements made by tleeldration for the quality control shall be
reviewed. Whether the wision had technical competency to maintain the quality
of the products ot h e 0 Mi | baastertainedWhether it iscapable of
providing technical and legal assista to the Primary Dairy Cmperaive
Societies, and whether dose,is alsoto be examined. W4ther the milk marketed
by the tderation and Regional Unions maintains the required level of FAT and
SNF, as per statutomequirements is to be verified. Mether the quality control
laboratories are adequate, and whethe enployees deputed at the quality control

labs are qualified is also to be verified.

6.8.11. Compliancewith Food Safety and Security Act 2006
As the apex dderation Regional Ceoperative Milk Producers Union and

Primary Dairy Societies are handlinfpod articles, they have to abide with the
relevant provisions of the Food &&f and Security Act 2006. Theuditor shall
verify whether proper licences have bewtained for dealing with the food items.

Whether the standards prescribedhe Act ardollowed shallbe ascertained.

6.8.12. Projectsof KCMMF

The projects of theederéion such as setting up of new dairy plantsitle
feed plants, modernization éuup gradationof existing airies and cattle feed
plants, etc. shall be verifiewith respecto the following:

I Whether the detailed project report is approved by the Board of
Directors and the administrative department

i, Whether the detailed project report is prepared and submitted to the
Central/State Government/Funding or Finanaggncies
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li.  Whether the bidding process was carried out properly
iv.  Whether the proper tendering procedures follawed

v.  Whether a realistic financial budget was prepared for the project
implementation

vi.  Whether the project implementatioragsymonitored properly

vii.  Whether necessary approval or sanction obtained from the statutory
bodies, before theocnmencement of the project.

viii. Whether the purchases of machineries, electrical equipments, steel,
cement etc. were made througindering

ix. Wh et h-tenderi@process was adhered to

X.  Whether the purchase committee accorded sanction for the proposals
after proper verification and scrutiny.

6.8.13. Business Analysis

The different ratios shall be worked out order to make a scientific
business analysis of thederation. Working capital ratio may be worked out to
ascertain the current assets liability position. Gross profit ratio may be calculated
so that it can be seen whether the bessnisbeingmanagd profitably. For sales
planning net profit ratio can be utdied. So also expenses ratios, operating ratios
operating profit ratio and stock turnover ratio can be calculated to assess the
busines&nd financial position of thestitution.

(Chapter Xllof the Rartl of the Kerala Cebperative Audit Manual may be
referred for further guidelines of ratio analysis)

6.8.14. Verificationof Human Rsources

The details of bman resources shdle examined by theuditor. Whether
the recruitmerappointment was made through the Kerala Public \Gex
Commission as prescribgdhether the employees have the required qualifications
including technical qualifications necessary for the bstll be ascertainedhe
auditor shall verify serviceegisters of the eployees and satisfy that all service
particulas are properly entered in he guidelines referre in chapter X ofthe
part Il of the Kerala Cepperative Audit Manual may be followed while auditing
the employees matters.
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6.8.15. Trainingto employees

The employees shall be provided with ample training baseithe Training
Need AnalysigTNA). The technicaemployeesshall beprovided with adequate
training periodically in order to ujld the efficiency of the plardperationsThe
progammes conductedt @ahe training centre owned by thederaion shall be
verified. The ontents of the programme, duration, participation and the
expenditure per head may be verified.

6.8.16. Information TechnologyyStem
The system adopted in the KCMM#&nd its units shall be examined to

ascertainwhether the system is adequate and efficient enougtary out the
functions of the éderation. The ERP (Enterprise Resource Planhrsofware
shall be verified tosatisfy that it is adequate for the Infotmea Technology
requirements of theetleration. The guidelines outlined in chapter VIl of the part
of the Kerala Cepperative Audit manual may be followed while auditing the
Information Technology Systeof the federation.

6.8.17. Performanceéinalysis of Dairy Units and Cattle Feed plants

The performance of theadty units, cattle feed plants and other production
units shall be analysed ing modern scientific methodsThe economic
performance of the unit, its profitability, its efficiencywasll as the transparency
in business transactions shiadl studied and recorded. Thamagement efficiency
shall be ascertained arstiggestions mape made in case of angcune Break
even analysis shall be made and corrective measures may be advisee iof
stagnation.

6.8.18. Internal Audit and Inspection

The federation shall havan internal audit andnspectionwing to weed out
discrepancies and distortionghe work of the internal audit andspections team
shall be well planned amarogrammed. Senior officials #te Head office shalbe

in charge of the divisiong he frequency of inspection and the internat# shall
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be scheduled in advance and the reports shall be placed before the Audit committee
as vell as the Board of Directs. The Auditor shall see the internal audit reports as
well as themspection rports and its compliance

6.8.19. Extension Activities
The apex éderation shall be organizing many extension activities for

bringing more farmers under the umbrella of-Gperative Sector. The existing
members shall be enlightened through awareness programmes and welfare
schemes. The extension activities shall be planned with specific targets in respect
of enrolment of farmers, orgamtion and egistration of APCOSfarmers groups

and other types of clubs etc. Theuditor shall check the measures taken in
connection with the extension programmes. The expenditure involved, the budget
allocation, the procedures followed and the manpower deployed for the
implementatiorshall be examined.

6.8.20. Animal Husbandry, Artificial Insemination etc.
Apart fromthe extension programmes, the federation may be undertaking

animal hwsbandry activities, especiallytdicial insemination, either through the
Primary Dairy Societiesr directly. If Special centresra run by the gderation or
Regional Milk Producers Uons for promoting mimal husbandry activities
including atificial insemination and distoution of preventive medicineghe
auditor shall examine the arrangements tbese activities tosee that the
expenditure incurred is with the approval of Board of Directors and in compliance
with the rules and procedures.

6.8.21. Welfare schemes for the catierhers

The welfare schemes implemented by ftbéeration and the Renal Milk
Producers Unions through the Anand Patterno@erative Societies shall be
verified. The amount spent for the schemes and the benefits out of the schemes
shall be ascertained.
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6.8.22. Reconciliation of accountsith RegionalUnions, Dairy Units, Cattle Feed
Plants and Products Units.
There should be a system of regukezanciliation of accounts withdgional

Milk Produces Unions, Dairy Units, Cattle Feed Plants as well as Products unit.
The auditor shall verify the stateemt of reconciliation and satisfy that the accounts
are reconciled properly. He shall verify the statement of confirmation to satisfy the
reconciliation. The accounts with other agencies and dealers shall also be verified
with the statement of confirmatiocaind see thathe balance agremgether.The
accounts witHinancial nstitutions Central/State Governments and National/State
Level Apex Federabns shall also be checked and the balance outstanding
ascertained.

6.8.23. Inter Unit Reconciliation
It should be ensured that the inter unit accoardsreconciled properly. The

auditor shall collect statements of confirmation with respect to the transactions and

comparehemto see that the inter unit accounts are reconciled.

6.8.24. Exportof Milk Products
The initiative on the part of theefleration for the export of its quality milk

products abroad shall be examindthe licences may be verified see that all
formalities were followed in the export activities. The outstanding amount, if any,

shallbe verified inthe audit.

6.8.25. Purchase of Milk and Skimmed Milk Powder from Neighbouring States
During lien seasonswhen the procuremermf milk is less, the éderation

shall be purchasing milk from neighbouring states, to meet the excess demand.
The purchase details of milk as well as the Skimmed Milk Powder shall be
examined in audit. The purchase price, the transportation charges, the processing
charges etc. shall be verified. Thet result of the purchase of milk and skimmed

milk powder fromother states and the sales of it shall be scrutinized and reported.
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6.8.26. Price fixation of milk and itk products
The mechanism of price fixation shall hasedouble edge. The farmers

shall be paid remunerative prices, competent for meeting dreir éxpenseplus

a margin for their livelihood. i.e. the cost of production shall be a major
consideration in fixing the sales price of milk and milk products. At the same time
the interest®f the consumers of milk in the state shall also be protectedthe

prices of various brands of milk and milk products shalleasonable. The auditor
shall examine the price fixatioarrangements and see that st efficient and
transparent. The market rate of other brands of milk shall also be considered while

fixing the price.

6.8.27. Inspection of Affiliated Societies

Apex Federation shall make arrangermseior the ingoection of affiliated
societiesin accordance with sub section (7) of section 66 of Keratag&rative
Societies Act. The auditor shall ¥gr the inspection reports as well as the
compliance report and satisfy that they were placed before the Board of Directors

and see that thayere discussed in the meeting.
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Chapter Vi

6.9. AUDIT OF REGIONAL CO -OPERATIVE MILK PRODUCEERS

UNIONS
6.9.1. Introduction
6.9.2. Procurement of Milk
6.9.3. Processing, Marketing and Sales of Milk
6.9.4 Marketing of Products
6.9.5 Supervision and Inspection of Affiliatedb8ieties
6.9.6 Extension Ativities
6.9.7. Welfare Schemes
6.9.8 Insurance &hemes
6.9.9 Financial Assistances
6.9.10 Reconciliation of accounts with Apex Federation, Dairy Units, Ci
feed plants and Anand Pattern-Qoerative Societies
6.9.11 Infrastructure Development and Capacity Expansion
6.9.12 Promotional activities
6.9.13 Verification of Dairy Rants
6.9.14 Implementation of Government Schemes
6.9.15 Verification of Human Resources
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6.9.1. Introduction

The Regional Milk Producers Unisrare registered Goperative Societies
under Kerala Caperative Saeties Act 1969. Middle level &operative
Societies affiliated with the Kerala cperative Milk Marketing Federation Ltd.
(KCMMF) known as Milma (brandame), having area of operationa number of
Districts. The Anand Pattern Gaperative Saeties (APCQOS) are affiliated tine
Regional Milk Producers Union. The Regional Milk Producers Union shake
arrangements for the procurement of milk from sbeietes and process the milk
atthe dairy pants and chilling plantewned by the Regional Unions atite Apex
Federation. The Procurement and Inputs Division of the Regional Milk Producers
Unions are entrusted with the supervisory and extanaaivities for promoting
the dairy &rming, thraugh various schemes and progsanthe Regional Milk
Producers Unios are working with the pme objecive of socieeconomic
progress and development of the daigrnfiers by organizing the production,
processing and marketing effectively and eéintly. To achieve this objecthe
Regional Unions Iwall organize more Anand Patte@o-operative Societies and
undertake various promotional, developmergetivities beneficial to the dairy

farmers.

The Regional MilkProducers Unions shall collectilkn from the Primary
Societies (APCOS) andap themilk valueto the societies pmptly. The Regional
Unions shall provide veterinary and artificial insemination services and other
technical inputs for the promotion of milk production asapply preventive
medicines It shall render financial assistances to the member societies by way of
milk price incentives, cattle feed subsidy etwhich shall be distributedo the
farmers by the primary milk society. The Regional Unions shall provide technical

assistanceto the member societies with respect to califeeding activities,
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artificial insemination, procurement and measuring ofk ninrough electronic
equipment etc. The most vital assistance provided to the Apcos are the
administrative help from the part dfé¢ RegionaMilk ProducersUnion. The P&l

wing visits the societies and assists nthéor the proper management of
procurement and sales of milk, book keeping and accounting, office administration

and onvening of the Board meetings.

(Ref. Circular No. P/2016 dated 8.12.2016 of the Director of Dairy
Development)

6.9.2. Procurement of Milk

The transportation arrangements made by the Rdgioneon for the
procurement of mk shall be verified. Whether procedures were followed in
tendering tharansportation ofnilk from the societies to the dairygnts, is tobe
examinedWhether the lowest quoteabbeenaaceptedis to be checked. The milk
collected fromthe farmers at the Primary Milk Producers -GperativeSociety
(APCOS) shall be testedha the excess milk after local sales shall &et 40 the
Regional Union. The necurement details from member societies shall be
scrutinised and the reason faeuneven decreasgany, of milk from any society

shall be specifically verified.

6.9.3. Processing, Marketing and Sales of Milk

The pocesg facilities arranged in the dairygmts and chilling plants shall
be reviewed in the audit. Whether the system is efficient enough terpeesnd
manage the quality of itk shall be ascertained. Thexpenditure incurred for the

processinghall beverified and satisfied that it had beerasonable.

The functions of the marketing cell shak examined in detail. Whether

registers and books of accourdse maintained properly in the cell is to be
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checked. Theexpenditure incurredor the promotion of marketing and sales of
milk shdl be scrutinized. Whether alules and procedurdsave beerollowed in

the payments shall be enquired. The increase of sales due to marketing efforts shall
be assessedlhe marketing strategy shall be reviewed periodically based on

market tend analysis and surveys.

6.9.4. Marketing of Products

A variety of milk baed products are marketed bylilma agents Primary
Societies, Milma Shapies and other Units.

Theinputs of production, milk, sugar and other flavours and spices shall be
verified and the conversioratio shall be ascertained $een that there shall be a
standard conversion ratio for every product, which shall befiegrin every
production unit. The expendature/cost of production shalbe scrutinized and
sdisfied that they @ within limits. The stock details of raw materials as well as
the products shall be examineddee that the stock keeping system is proper and
efficient. The details chgenges anddistributors appointed for promoting sales of
milk and other productsshall be verified tosee that the distribution nebrk
functiors well. The expenditure for advertisements on account of sales promotion
shall be assessed.

6.9.5. Supervisiorand Inspection of affiliated societies

Sub section (7) of sdon 66 of KCS Act authorises tHeederal Society to
inspect the affairs of the affiliated societies. Tihepection report®f the P&l
supervisos shall be placed before the Board Directorsof the Regional Milk
Producers UnionsThe aiditor shall go through thmspection reportand ensure

that the observati@areconsidered foredification by the management.
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6.9.6. Extensioractivities
The extension activities undertakentbg Uniams shall be put under review

to see that they are wosthenough for the promotion ofady farming and
subsidiary activities. The interest free loan scheme for the purchasédchf
cows, adoption of calf scheme, free cattle feed distributioenseh subsided
cattle feed distribution, réficial insemination etc are some of thactivities
undertakerby the Unions. Theuwalitor shall examine whether proper accounts and
records for the extension activities undertalea maintainecand whether th
expenses have beapproved by the Board @firectors of the Regional Union and
whether the expenditure incurredgbeen reasonable and accordingttee rules
and procedures. Ehhuilding grants or managerial subsiggid to the Primary

Societiesshal also be ascertained.

6.9.7. Welfare Schemes
The welfare schemes adopted by the Regional Union shall be making great

impact in the social well being of the farmers as well as their families. Hence the
education loans, educational grants andkakhips for different courseshall be
reviewed positively tsee ifthe dislursements havthe approval of the Board of
Directors. The financiahssistancéo the dependantsf members of the affiliated
societies by way of aftedeath assistance shale the sanction of the Board of

Directors.

6.9.8. Insuranceschemes

The various insurance schemes implemented by the Regional Milk
Producers Union shall be veefl. Cattle Insurance Schemeay Farmers
Insurance Schemes, Prime MinigiesleevanJyothi Beema Yojana Insurance
Schemes etc. shall be examinedst®e that the premium if any, from the enrolled
members were collected and remitted properly. The accounts of such enrolment as

well as therecords ofemittan@ shall bekept properly.
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6.9.9. Financial assistances

The various types offinancial assistances such as grants, subsidies etc.
received from Central/State Government or NDDB or any other financial agencies
shall be poperly accounted. Theuwditor shall see that the Books of Accouats
kept up to date and the assistance receivedasrdel in the books of accounts and
registers of gants and subsidies. The utilization of the grants/subsidies shall be

watched and the submission of utilisation certificate ensured.

6.9.10. Reconcilidion of accounts with Apex Federation, Dairy Units, Cattle feed
plants and APCOS

The accounts section of the Regional Milk Producers Union shall arrange for
the regular reconciliation of accounts with the Apex Federatiorryits and
Cattle fee plants and APCOSThe auditor shall verify the reconciliation
statements prepared by the Regional Union and compare it with the confirmation
statements. The transactions with the Primary KsheerolpadakapeZative
Societies shall be verified ensure that they are reconciled. If any discrepancy in
the of accounts is noticedt shall be verified in detail @hthe reasons for the

discrepancyhallbeinquired.

6.9.11. InfrastructureDevelopment and Capacity Expansion

The infrastructure developmersuch as construction of weplant and
building, purchaseand instdhtion of modernmachinery shall be examined. It
should be ensured that the rules and procedures were followed, necessary
approvals from the concerned authorities such as PWD, Town Ripramd
Corporation or Local Self Government Department, obtained prior to the beginning
of the onstruction work.The estimateand plan approved by the authorities

corcerned and the valuation certificates of the buildings shall also be verified. The
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rate d construction shall be checked with the approved rates of the Government.
The expenses of such constructidmall be checked tgee that the amount spen

had the approval of the Board of Directors and the Administrative Department.
The sanction order fosuch construction shall be verified and enduteat the
amount spent is recouped, if spent out of the General funds, as specified in the

sanction order.

The expansion of plant capacity of Dairy Plants and chilling plants are
crucial in the promotion andevelopment of the Milk Producers Unidth should
be carried out with prioplanning and proper care. Theditor shall scrutinise the
whole steps and procedures in connection with the expansion work of such plants.

The capacity utilisation shall be assed and reported.

6.9.12. Promotionalactivities

Seminars Conferences and Short term awareness ament@tion training
programmes for the Dairy Farmers and employees of Primary Societies and the
Regional Union shall be significant and the impacswth programmes organized
shall be studied by the union. The results of the advertisemeatgthmediaTV

Channels awell as social media shdle assessed.

6.9. 13. Verification of Dairy plants

As the a@iry plants are maintaining separate bookaccounts and registers,
the auditor shall examine theetails of the working of theadry plants with special
reference tohe expendituresfothe plants The processing and manufacturing
activities shall bereviewed and the capacity utilization othe phlnts shall be
assessedlhe Trial Balance/Receipts ardisbursements accountglanufacturing
andTrading account prepared by the plarftaidls shall be scrutinised.he Profit
andLoss account and Balance Sheet of the plsimal be examined and analgse
It should be esured that the accounts of thairg plants are incorporated in the
main accounts and financial statements of the Regional Milk Producers Union.
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6.9.14. Implementatiof Government Schemes

The schemes of the Central/State government for the promotion of Dairy
Farming Sector shall be implemented by the Regional Milk Producers Union
through its affiliated member societies, in association with the Apex Federation.
The schemes so implementecisiive reviewed by th8oard of Directors and the
auditor shall see that thBnancial assistances granted for the implementation of
such schemes were brought to the books of accounts of the Union. The amount
spent on the schemes and the results of suojeqts shall be assessed by the
auditor and reported. How fdhe schemesvere beneficial tothe diry farmers

shall be ascertained.

6.9.15. Verificationof Human Resources

In order to manage the dairyusiness efficiently and effectively, the
human esources shall be techaily qualified, experienced and professionally
trained. Whether the persons posted for the technical assignments have technical
qualificationsas prescribedhall be checked. Whether the recruitment policies
were followed and the procedis complied witlshould be examined in audit. The
guideline issued in the palit of the Kerala Cabperative Audit Manual (Chapter

X) shall be referretb and followed while auditing the employees particulars
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6.10.1. Introduction

Co-operative Dairy Farming had undergone a strategic change consaguent
the white Revolution, and as a part df phase of it, Kerala Ceoperative Milk
Marketing Federation andRegional Milk Producers Uni@were established.
Grass root level Primary Dairy Gaperative Societies were also organized, which
is popularly known as RCOS(Anand Péern Coeoperative SocietiesMost of the
traditional DairyUlpadaka/Vyavasaya Caperaive Societies were converted as
Anand Pattern Goperative Societies. Some of them contindexbtd traditional
system in spite of the advantagesAdtCOS Organisation of Primary Dairy €o
operative Societies at the village level was the major actfityhe Procurement
and Inputwing of the Regional Milk Producers Union as well as the Division
entrusted with promotional activities the Apex Federation. The special feature
of the Anand Pattern Coperative Society (APCQOS) is that it is set up igivaen
pattern asnodelledin Anand, GujaratAll functions of the society is specifically
designed and organized in a professional manner. Milk Collection and testing is
carriedout using electronic equipmenihe quality of milk is asseas efficiently
and milk value determined based on the chart prepared by the Apex

Federation/Regional Milk Producers Ungn

6.10.2. Procuremenof Milk

Samples shall be collected from theembersand tested toascertainthe
level of FAT and SNF. The price of the milk poured by the memtwal be
based on the price chart supplied by the Regional Milk Producers $4p@x
Federation.
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a. Production Register/Purchastegister The aiditor shall examine the
procurementdetails andverify the Production Registéhirchase Registeand
compared payment Registdihe milk supplied by the mabers shall be recorded
in the egister, which shall be the proof of reddior determining the purchase

bonus out of the net profit.

b. Dairy Register. The pocurement, sales, local sales and the quantity of
milk supplied to Dairy Plant, amount receivable from Regional Milk Producers
Union, amount payabléo the memberare prepared and the abstract of such

accounts are recorded in Dairy Register.

The quality of the milk shall be tested correctly using, electronic Testing
machines (Milk O Tester) and the FAT and SNF content rechnahich shall be
verified in audit. he auditor shall check the Dairy Register and compare it with

Purchase/Production Register and Milk Value Payment Register.

Ref. 1. Circular No. 15/2016 dated®3August 2016 of the Director of Dairy
Development

c. Payment Register : Traetails of mik supplied and thamilk value paid
to the members on each daghall be reorded in the Payment Registdihe
cumulative total of the payment shall be worked out and payment shall be made
after obtaining the thump impreesi or signature of the membeBince the
qualification of a member to contesie election to the Board of Directors is
dependent on the required quantity of milk supplied to the society, this register
shall be maintained correctlyThe auditor shall verify thisegister to ascertain ¢h

milk value payment details and satisfy that the payment is made genuinely.
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6.10.3. Sales of Milk

Primary Milk Producers Society shall be selling milk locally apart from the
sales to the Regional Milk Producers Unidime sales billshall be checketb
verify the quantity of sales as well as the rate of local sales.ldda¢ sales
registershall also be verified tgee that theegister is maintained properiyna
correctly. The local saleggister shall be checked with Day Book and General
ledger The quantity of milk sent toalry plant shall also be verified the audit.
The quantity of milk procured, quantity of local sales, aitg of milk sent to
dairy, shall becheckedto see that the society is getting the requigeentity of

pouring excss in the milk collection.

The mlk bill from the dairy shall be verified tsatisfy that the value of milk
obtained is as per the price chart published by the Regional Union/Apex

Federation.

Ref. 1. Circular No. 15/2016 dated 31.8.2016 of the DireofoDairy
Development

6.10.4. Purchase and sales of cattle feed

Accounts of the Cattle feed purchased and sold shall be scrutinisedtin audi
The purchase may be either from Milmzattle feel plantsor from public sector
/private traders. The purchas#idshall be verified and the rate of feed per bag
and the quantity purchased shall be ascertained. It should be ensured that the
quantity purchased (number ofalgs andwveight) is taken to th€urchase Register
and theStock Register on the date of purskatself. Separate folios may be used
for entering the details of different feeds in the stock Register. When the feed is
sdd, it shall be entered in theédgk Register and the balance arrivedsabtracting

the quantity sold. It should be ensured tift sales price of cattle feed purchased
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from private traders are fixed considering the transportation and handling charges
and the margin to the socieffhe incetive/subsidymanagerial subsidy allowed

by the GovernmdarApex Federation/ Regional Unia@hall be properly accounted

in the books of accounts of the society. It should be ensured thaubsaly
sanctioned to théarmers is disbursed to them properly. The managerial subsidy
allowed to the employees of the society shmdl disbursed to themsa. The
auditor shall check the payments to satisfy that the subsidy paynrentsade to

the deserving onlyThe cattle feed advancegister shall be verified with sales

bills and the recovery shdle checked with the milk valueaipment egister.

Ref. 1. Circular No. H1/4731/2001 dated™®larch 2001 of the Director of
Dairy Development

2. Circular No. C2/1033/2008 dated™J@anuary 2008 of the Director
of Dairy Development

6.10.5. Busines#\nalysis

The Board of Directors of theociety shall madperiodical business analysis
and based on the inferences, trehall make policy shifts with respect to the
promotional activities, propaganda and awareness programmes, etc. The Auditor
shall see that each item of businesasbeenbendicial to the society, that no
erosion hasappened, so that the gross profit of the society is maintained at the
required level. The pouring excess as laid down shall be ensured while collecting
the milk at the collection centres. So also the comweratio of milk (i.e. litreto
kilogram) while it is sent to the Union plant shall also be verified. The cattle feed
purchase and sales shall also be scrutinised and the margin received in the trading
shall be checked. The closing stock of cattle feetl bhaverified to ascertain the
exact position of cattle feed business. Various ratios may be calculated to assess

the business and decisions may be taken basedtbnesios.
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6.10.6. Verificationof Movable Asets

The purchase of all movable assets shaltlecked and ensured that they
are entered inthe Stock Rgister of the society. The annual stock verification
statement shall be verified with the stock register. Physical verificatiomabf s
items shall be madey the aiditor to ensure the actual possession of the items by
the society. The damaged items may be noted and shown separately in the stock
statement.Certificate of Pssession of the assets should be obtained from the

Board of Directors.

6.10.7. Verification of Immovable gsets

The immovable assets such as land, building, plantsiedtl.be verified in
the audit. The actual possession and enjoymditie deeds in respect of
ownership, encumbrances if any, location, payment of taxeseanetc shall be
verified in respect of such assets. Whethariety maintaing Register of fixed
assets and if so, whether the detaile entered in the Register, is to be examined.
Whether the purchasef land or land and buildingsiin accordance with the

directions of the Registrar shall be verified.

Ref. 1. Circular No. 41/2018 dated 26/2018 of the Director of Dairy
Development
2. Circular No. 6/2002 dated 30/01/200% the Director of Dairy
Development
3. Circular No.B2/1356/2002 dated 20/01/2008the Director of Dairy
Development
4. Circular No. B2/15423/2003 dated 15/02/20G8 the Director of
Dairy Development
5. Circular No. B2/16929/2003 dated 15/01/20@f the Director of
Dairy Development
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6.10.8. Verification of Investments

The societyds investments by way of
return on such investmentsompared with the existing market rate. The shares
with Regional Union/Apex Federation shall be verified. The share icaté$
shall be scrutinized. The return of such investments by way of dividend shall also
be assessed. The Register of investments kept in the society shall be checked to see

that it is ket up to date and signed by the Chief Executive of the society.

6.10.9. Extensiorand Awareness Programmes

The extension programmes spearheaded by the Apex Federation or the
Regional Milk Producers Union shall be implemented through the Anand Pattern
Co-operative Societies or Traditional Milk Producers-@uerative Sociy. The
procedures of the implementation of such extension programmes shallysedna
The results, the expenditure incurred and the revenue gendratedsuch
actiities shall be reviewed. Thevarenesprogrammes for educating the farmers,
shall beheld with a vision to improve the farming techniquesvall as the general

standards.

6.10.10. Animal Husbandry and Artificial Insemination

The aimal husbandry activitiem association with the Animal i$bandry
department shall be undertaken by theiety. The insemination services shall be
made available so that the cattle population can be increased. The subsidy or grant
made available to the society for organising the actssisball be accounted
properly. The registers maintainedn the society n respect of artificial
inseminatiorand incentives subsidy shall be verified ithe audit.
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6.10.11. Welfare Schemes and Insurance Schemes

The implementation of the Ksheera Karshaka Kshema N&itheme
implemented by the Government of Kerala for the welfare of Dairy Farmalls sh
be verified. The premium shdle remitted to the Kshema Nidhi Board promptly
and the accountsegisters and records shbk kept up to date. The claims shall

be sulmitted as prescribed.

Ref. 1. Circular No. 10/2017 dated 06//03/2017 of the Director of Dairy
Development

The insurance schemes ftretbetterment of Dairy Farming such as cattle
insurance, calf feed subsidy scheme, cattle adoption schemes or cdlbradop
programmes shall be examined gatisfy that the society has undertaken all
necessary steps for the implementatiothee schemes and accounts auilsters

maintained properly.

6.10.12. Grants and Subsidies

The gants, subsidies and financial satance received from the
Central/State Governments or any other agencies such as National Dairy
Development Board, Apex Federation or Regional Milk Producers Union shall be
properly accounted and recorded appropriate registers. Theuditor shall
examne the receipt of such grants, its utilization and submission of utilization
certificates to the concerned authorities and ensure thatatleeincludedn the
Balance Sheet Whether the grants and subsidies received were utilized for the

purpose for which it was granted shall also be ascertained.
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6.10.13. SuspensAssets and Suspense Liabilities

The receipts and payment of suspersset acounts and suspense liability
accountareto be posted in the personal ledgemsnpptly and it should be seen by
the auditorthat the amount due todhsciety is realized in timeThe outstanding
shall be verified with the statements and confirmations obtained.

Ref. 1. CircularNo. C3/15028/07 dated 23/10/2007 of the Director of
Dairy Development
2. Circular No. 15/2016 dated 31/08f®of the Director of Dairy
Development

6.10.14. Service Matters dimployees
The guidelines for the recruitment of staff to theand Pattern and other

Diary Co-operative Societies were issued by the Registrar and the government
from time to time. As per SR0478/96 dated' Tine 1996, Government of Kerala
has issued a notification exempting Dairy -Querative Societies from the
operation of Rules 189 and 199. Uniform staff pattern and the pay and allowances
of the Primary Diary Caperative Societies were sanctioned as per GO(R)
2/2016/Agri. Dated 19 January 2016The classificion of societies based on the
milk collection per day was the major criteria for fixati of staff patternThe
gualification for various categories was also notified. The recruitment procedures
were alsostreamlined and directiorggven. Chapter X of the palt of the Kerala

Co-operative AuditManual shall be referrefdr moreclarifications.

Ref. 1. Circular No. 3/1995 dated 17/02/1995 of the Director of Dairy
Development

2. Circular No. H216530/1994 dated 24/04/1998 of the Director of
Dairy Development

3. Circular No. 15/201@lated 31/08/2016 of the Director of Dairy
Development

4. Circular No. 48/2018 dated 01/12/2018 of the Director of Dairy
Development

201



6.10.15. Reconciliationof Accounts with Dairy Plants, Regional Unsand other
dealers

The auditor shall call for thereconciliation statements tiie accounts with
Diary Plants, Regiomal Unions and other dealers to see that they paoperly
reconciled. If any unusual unreconciled figures are noticed, it shall be inquired and
the reason for the same shall be verified agported. Provision may be created

for such amountsf necessary

6.10.16. Maintenancef Books of accounts

Book keeping and maintenance of acceugftall be esaured in the Primary
Societiesby the Board of Directors and the Chief Executive. Apart from the usual
bodks of accounts maintained in @Gperative society such as Day Book, General
Ledger, Personal Ledgers, Admission Register, @idew additional books and
registers are to be keph the Dairy Ceoperative Society such as purchase
Register, Payment Register, Dairy Register, Cattle Feed Advance Register,
Dividend Register, Bonus Register etd’he aiditor shall check whether these

books are maintained properly, authenticated by tiiefExecutive.

Ref. 1. Circular No. 15/2016 dated 31August 2016 ofthe Director of
Dairy Development

2. Circular No. 19/2017 dated 25/07/2017 of the Director of Dairy
Development

6.10.17. Affiliation of Dairy Society with State Coperative Union

The Primary Ceoperative Society shall be affiliated wiitate Ceoperative
Union. The aditor shall check whether the socigaffiliated with the State Go
operative Union antlaspaid the affiliation fees

Ref. 1. Circular No. C2/8628/2004 dated 06/12/2004 of the Director of
Dairy Development
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6.10.18. Generalaspects
The aditor shall examine the following points also while auditing an
APCOSTraditional Ksherolpadaka Cebperative Society:

1) Whether the Bylawsare amended in accordance with the latest
amendments in KCS Act and Rules

2) Whether stafecurityis collectedas prescribed

3) Whether the Staff Securitg invested ima profitable manner

4) Whether the provident fund collected from employeissjnvested
remitted as prescribed.
(Ref. 1. Circular No. 19/15 of the Director of Dairy Development

5) Whether the Registers of Staff Secty and ProvidentFund are
maintainedproperly and are up to date.

6) Whether the General funds of the Societilisgd was incompliance
with the directions
(Ref. 1. Circular No. 14/17 dated 25/05/2017 of the Director of Dairy
Development

7) Whether the funds spent by the socigyfor the petitions and appeals,
related to the society.

8) Whether the Chief Executive had taken steps for reporting the cases of
misappropriation as directed by the Government of Kerala.
(Ref. No. 5/2004/Fin. dated 1.12.2004 of the Secretary, Finance,
Government of Kera)a

9) Whether the employees are enrolled time Kerala Cepperative

Employees Pension Scheme

10) Whether the monitory disputes were filed before the appropriate
authority as prescribed.
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6.10.19. Audit Classification of Dairy Quperatives

No. ADL 2.35829/84. Office of the Registrar of GoperativeSocieites,
Trivandrum, dated-4-1986.

CIRCULAR No. 2/86

Subd Auditd Audit classification of Dairy C@perative Societiés Standards
Prescribed.

The National Dairy Development Board has pointed out that the present system of
Audit Classification ofSocieties is not relevant to the Primary Milk Produc&rgply
Co-operative Societies and District/Regional-Querative Milk unions as the salient
features/aspects of these-aperatives are not taken into account and requested to
suitably modify the preent basis of Audit Classification of these societies. Considering
this and the standards adopted in Gujarat State for audiificassn of Dairy Coe
operatives, the following standards are prescribed for Audit Classification of dairy co

operatives in ta State with immediate effect.

Be Maximum
awarded Marks
(1) (2) 3) (4)

A. Primary Milk Producers Milk Supply Goperative Societies
1. No. of Suppliers

(i)  If More than 6°% membeareSupplying milk to the 5 5
Society

(i) Between 56% to 60% 4

(i) Between 50% to 55% 3

(iv) Below 50% 2

2. Milk Collection (Quantity)

(i) If 12% increase in milk compared to last 5 5
(i) If between 8% to 12% 4

(iii) If upto 8% compared to last year 3

(iv) If upto 5% 2

(v) Ifupto3% 1
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Accounting:

If cash book and other accounts boakes written daily]f the
closing balance is written in words in cash balaly and is
signed daily by the Chairman/Setary. Accounts are accurar 10
and exact and honestly writtenAll other accounts files
registers are kept clean and systematically.

Cash on hands:

If cash on hand is kept uptioe limit prescribed in the byelaw

or by the resolution of the committee. If it is felt
verification of cash book that unnecessary cash on hand |

kept. 5
Deduction of marks:

If cash on hand is over the prescribed limit in more than 5(
daysduring the prescribed of audit (-3)
If it is between 25% and 50% (-2)
If it is lessthan 25% deduct marks from 5 as perrniexit

5. Administrative control and management :
Administration and Management of the Society is run as
act, rulesand byelaws, managing committee meeting is |
regularly and all accounts, milk collection, shortage
verified by the committee every year and periodically
signed by the Chairman. Cash on hand is verified, secu
are verified regularly and Chanan is taking interest in th
milk business of the society

10
6. Audit and its Rectification:
If rectification of audit objections are done regular
andarel00%. Satisfactory and the rectification notes are s¢
Auditors regularly and a copy tfie same is available with tt
society

Deduction fom the abovenarks:

A. If more than 25% audit objections are not complied wil
months (-3)
B. If it is less thar25% (-2)
C. Over and above the rectification of audit objections c
practically may be verified and the marks should be allc
accordingly.
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7. Training of the staff:
If all the staff of the society is trained

8. If suggestions regarding milkusiness are adopted kye
socidy and suggestions made by the-@perativeDepartment
are carried out.

9. If all the expenditure are made in the limit of budgt
provisions and the exnditure of the current year limited to
the previous year or 10% mord&he expenditure may b
more/less according to the miltollection compare to last
year

10.Business activities

If the totals of the milk purchase register tally 100% with
payment register, and the Chairndecretary sign it
regularly

11. If pass book is supplied to all the milk suppliers ¢
necessary records such as sample bottle No. quantity of
fat % and price of milk are properly maintained

12.If dairy register is maintained regularlyagnd cheaper anc
costlier purchase, of milk is calculated every shift and note
the purchase register and while comparing the general fat
society with the union, there is a difference of less than (
then ful marks, if the difference is more than that deduc
marks and if it is more than 1.25% tha&o marks

13. If 100% samples of the milk bought are tested regul
and also there is system of 5% interastl clear record of th
same ignaintained.

14. If the profit of milk rading cattle feed trading andher
trading accounts are maintained as per prescribed limit ar
registers Such as sale stock registers are maintained prop
15.1f the excess of itk is maintained properly

16.If the society is taking keen interest to extension activiti
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17.Capital investments

If the payment of milk is done from the own working capi
while calculating the working cajai the total of fix and
floating assets shadll be deducted from total shaagdtal,
reserve fund and building fund

18. Marks to be deducted in general

A. If there araunrecoverable loans upto 20% to 30%

B. If it is more than 30%

C. If sample milk sale amount is to be recovered and insut
premium money of the stai§ not paid

D. If there is misappropriation of dash and stock

E. If the members are paid over and above the bonus and
fundsarenot in accordance to the milk business.

Total marks obtained.

Total marks to be deducted.

Net total marks

Classification:

1. If more than 60 marks A class.
2. If between 50 and 59: B class.
3. If between 40 and 49. G class.
4. Less than 40% D class.

B. Distinct Regional Ccoperative Milk Unions

Financial:

In case the Union accounts are written systematic
and accurately and required registers, files

" statements are made regularly and promptly up
marks are to be given

Up to five marks may be awarded provided (1) Unic
administration is generally run as per the Act, rules

byelaws and (2) statements concerning inco 5

expenditure and trading results are prepared and p
before the Board periodically and disbed

If proper arrangements and records exist

procurement custody and disposal of raw mate
(other than milk), stores etc., limits for maximt
guantities of items fixednd actual quantities are with
those limits unserviceable and absolute items
disposed of in time upto 5 marks may be given
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10.

If the trade and other dues are categorised into ¢
doubtful and bad and proper steps are taken
recovery up to 5 marks may be given.

Note:If the overdues (outstanding more than three ye
exceed the 30% of thetal overdues, then no marks shad
awarded.

If the loan, subsidy and other aid rendered to the Ui
by the Government, Indian Dairy Corporation and of
bodies araitilised for the purpose specified, recordec
concerned registers and loans are repaid as per the
upto 4 marks may be given

In case the Union is repaying the dues of the respe
parties in the required time period, two marks are t
given

If the union is making payment regularly to t
affiliated societies ager the below given Schedule:

(i) If payment iswithin 7 days of supply 4 marks
(i) 0 10 3
(iii) 0 15 2
(iv) 0 30 1

Noted The Union Offering advance payment of more the
80% of dues to its members within the time limit mention
above is to be given marks as per the above schedule.

If cash is generally kepwithin the limits fixed by the
Board and if a perusal of the cash book shows the
unnecessary and superfluous cash is kept, theo 6¢
marks are to be given

If the financial position of the union is better compa
to the previous year andhe required funds ar
sufficiently built up, upto 5 marks can be givel
keeping in view the operational results of the year

Note- If depreciation, interest, funds, etc. are not provi
as per byelaws lesser rka are to be given.

If the defects brought out in audihd inspection mem
are satisfactorily rectified and if the rectification rep
Is sent to the concerneduiditor intime along with the
Board resolution upo 5 marks ard¢o be awarded
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11.

12.

13.

14.

15.

16.

Professional :

If the dairy plant run by the Union is working to mo
than 80% ofits capacity upto 5 marks are to b
awarded

1. For working 70% and more 4
2. For working 60% and more 3
3. For working 30% and more 2
4. For working less than 50% Nill

Note :- Capacity utilisation shall be calculated wi
reference to utilisation during the peak month or fortnigh
the year as compared to (a) utilisation as projected ir
report on the scheme or the project or (b) installed cape
in case the projected gacity be not stated

If the cattle feea plant run by the union is working to

more than 80% of its capacity 5 marks are to be
awarded.

1. For working 70% and more 4
2. For working 60% and more 3
3. For working 30% and more 2
4. For workingless than 50% Nill

Note :- Capacity utilisation shall be calculated wi
reference to utilisation during the peak month or fortnigh
the year as compared to(a)utilisation as projected in
report on the scheme or the project or (b) instategacity,
in case the projected capacity be not stated

If standards for lossof fat in production of milk
products are generally fixed, and excesses
prescribed limits are analysed, up to 5 marks ma
given.

In case wher¢he difference between the fat percent:
noted by the societies and the union is more thar
precent and there is a system of such mark interes
the union and a system to investigate such differe
exists, then 3 marks may be given.

If the staff possess prescribed qualifications, h
undergone properdining, recruitment body/comntite
is created for appointment of staff and rules have |
made for recruitment, upto 5 marks are t@hen

If the directions of theCo-operative Department ar
professional guidance are acted upon promptly
adequately upto 4 marks are to be given.
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17.

18.

19.

20

21.

22

23

Developmental:

() If, on an average, are than 60% of the affiliate
societies are supplying milk to the union during
leanest month, the Unions shall be awarded 5 mark

(i)  If the number is 56 to 60% 4 marks
(i) 50 to 55% 3 marks
(iv) 40 to 49% 2 marks
(v) Less than 40% 1 marks

If milk procurement during the e is more than 109

than that ofthe preceding year, the union shall 3
awarded three marks.

(i) If the increase is between 586d tha 10% -2 marks
(ii) If the increase is between 2% to 4.90% -1 marks

If the Union has specialised staff for guidingei
affiliated societies such staff hawdischargd their

duties regularly and exhiletl interest for solution o 5
daily problems up to 5

marks may be given.

In case training arrangementsvere made, for the
employees of the affiliatksocieties, and also meetin
were held with the office bearers of the societies
periodical intervals as to cover all societies at least
every year then up to

3 marks are to be given.

If there exists a sytem f@®upplying cattle feed, ghe
semen etc., to the affiliated societies as per t 3
requirement upo 3 marks are to be given.

In case the wunion is supplying standard tes
equipment, acid etc., to the affiliated societies

reasonable price as per the requirements upto 3 n 3
are to begiven

In casethe scheme pertaining to animal lbandry

cum medicalaid areformulated and implemented 3

the Union in the District, upto 3 marks may be awar
onthe basis of targets and achievements.
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24 If the milk price given totaby the affiliated societies i
more than therevious yeaby 5% or more keeping ir
view the inflationary trends (figure to be supplied 3 3
CEO)upto 3 marks to be given.

Total 100

Total Marks Secured Audit Classification

1. 1.60 or more A

2. 50 to 59 B

3. 3.40to0 49 C

4. Below 40 D

SI.No Details Marks

0} Financial 45 Sdf

(ii). Professional 27 K. N. SURENDRAN

(iii). Developmental 28 Add. Registrar of Ceoperative
Total 100 Societies (Audit).
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Chapter Vi

6.11. AUDIT OF KERALA STATE HANDICRAFTS APEX
CO-OPERATIVE SOCIETY LTD (SURABHI)

6.111. Introduction

6.112. Loans and advances to affiliated societies
6.113. Financial assistances from the Government
6.114. Government Guarantee

6.115. Marketing ofHandicrafts

6.116. Verification of Fixed Assets

6.111. Introduction

The Kerala State HandictafApex CeoperativeSocietystartedfunctioning
even before the enactment of Kerala@perative Societies Act 1969, as an Apex
Society for the development, prodwaect and marketing of dndicraft products.
The Apex Society aimat the promotion of &ndicraftproducts andhe artisandy
arranging the production and markegiof the handicrafts producto achievehe
object, the Apex Society hagt up sales showroomsdiifferent parts of the tate.
It also organises trade fairs and dimmafts exhibition cum sales durirfgstival
seasomand also takes part in differenadie fairs and exhibitions. Thpex society
arranges for the collection and dislalrsf raw materials to the artisans or to the
affiliated societies.They purchasethe handicraft products fromhé member
societies andreangethe sales of the products atbetter price. Thepex society
shall also, make contracts with the member societies on consignment basis for the
sales of handicraft products. The purchase of raw material, the labour charges or

wages paid, the salesige and tunover shall be verified by theuditor.
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6.112. Loans and advances to affiliated societies

The apex sciety shall be lending to its affiliated societies thoe production
of handicraftsThe ledger of loans and advances shall be scrutiminddhe rate of
interest shall be verified with the rate of interest prescribed by the Registhar or
Government. The collection of loanssued shall be closely monitorexhd
ensurd that legal action has been initiated against the defaulter membEhns.
balance outstanding at the end of tharyghall be verified and satisfied to gbat

the amount as per loan ledger, General ledger and Day book are in conformity.

6.11.3. Financial assistances from the Government

Since the Government, either Ceator State, has been providifinancial
assistances to theraditional artisans coperatives, the amount of assistance
received during the year by way of grants, subsidies, share capital assistance and
loans ad advances shall be verified satisfy tha they are accounted properly in
the Society. The repayment schedule may be checked in the case of loare@nd sh

capital assistances see that repayment is made as specified in the sarcten

6.114. Government Guarantee

The Governmentugarantee provided to the Ap Society shall be verified to
see that the society has utilized the facility properly. Whether the society had paid
the Guarantee Commission, if payable, shalb dle examined. Thegister of

Government Guantee shall behecked by thewitor.

6.115. Marketing of Handicrafts
The handicrafts produced by the member societies or artisans shall be

marketed properly so that they may be able to run their business smoothly. The
Apex Society shall set up sales show rooms l@ssamporiums at different places,

which will enable the sales of handicrafts in an effective manner. Another mode of
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marketing handicrafts may be through exhibition cum sales in tradeidair,
connection with festivalsales engaging commission agent®ay also be
experimented. Theudlitor shall verify the satein the showrooms as well s
exhibition centres and see that all sales are accounted properly. The expenditure in
connection with the exhibition cum sales and trade &hiedl be examined in ¢l

to see that it is reasonable and supported with proper vouchers and bills. The sales
price of eachtem shall be checked &atisfy that it is in conformity with the rate

approvedoy the Board of Directors or Sulb@mittee.

6.11.6. Verification ofFixed Assets

The value of fixed assets as well as the number of items owned by the
society shall be verified with the stock register and annual stock verification
statement. It should bengured that all purchasesea@ntered in the stock register
as wellas the General ledger. Physical verification may be conducted in case of

any dfference in the stock balance.
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Chapter\/l

6.12. AUDIT OF POULTRY FARMING SOCIETIES

6.12.1.  Introduction

6.12.2. Loans and Advances to members
6.12.3.  Eggcollection and &les

6.12.4. Egg Collection Register

6.12.5. Stock Register

6.12.6.  Supply of Feed

6.12.7.  Confirmation from IPD units
6.12.8.  Hatcheries

6.12.9.  Chicken Meat Poduction andsales

6.12.1. Introduction
In order to generate more employment opportunitiesural areas Poultry

Farming Ceopemtive societies are organizedThe society undertakethe
responsibilities of provithg credit/finance and arranges loans addaaces to its

members from Cerdl/State Governments, dnks financial institutions and other

developmerdl agenciesNational Ceoperative Development Corporation (NCDC)
provides financial assistances for various activities of the Poultry Farming Co

operative Societies.

6.12.2. Loansand Advances to members
For construction of poultryheds, purchases of birds, feed dtans and

advances are disbursed to the memmbehich may be arranged from banks and
finanaal institutions. The aditor shall @sure that those loans are disburgethe

members on the very same terms and conditetimulated by the financing
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agencieslt should be seen that the repayments are made promptly. The utilization
of subsidy, if ailable, shall be ensured. Thadstor shall verify the loan ledger
and sedhat the disbursement as wedl the remittances or recovemegosed in

the ledger and balances arrived at correctly.

6.12.3. Egg collection and sales

The collection of egg as well as the sales shall be verified. The eggs
collected bythe society from the members are sold to the nearest IPD units or to
other agencies. Procurement and sales of egg shall be compared and if considerable
difference is noticed, it shall be enquired in audit. phechase rate arghlerates
shall be compared.

6.12.4. Egg Collection Register
The daily collection of eggs isntered in this Register. The details are

subsequently entered in the personal accountiseshembers. Theuwalitor has to
check the entries in both these registers as well as indivichstings in the

personal accounts.

6.12.5. Stock Register
The weekly sale of eggs as raled in the consolidated stockgister sbuld

be compared with the totalf the Daily Egg Collection Register, and if any
difference is noticed, it shtaibe verifial in detail. The aditor should satisfythat
the percentage of damages allowed is minimum and within the reasonable limit

and supported by proper and valid authorization.

6.12.6. Supply of feed

The society shall arrange for the supply of feed toféinmers and if it is
supplied on credit, it should be ensured that the value of feed supplied on credit is
recovered fom the value of egg procuredom the farmersThe aiditor shall
verify the purchase and sale of feeds and see timb#neficialto the members
and thesocietyas well

216



6.12.7. Confirmation from IPD units

If the society adogtcreditsale of eggs to IPD units, thaditor shall obtain
confirmation from such units and ensure that the balance outstanding agrees with

the accounts of the society.

6.12.8. Hatchery

If the society manages a hatchery for generating more chicks, it shall be

verified to satisfy that the activities are properly accounted.

6.12.9. Chicken raat production and sales

If the society is organizing the production of chicken meat, it shall be
condwted with the necessary licesseand approvals from the concerned
authorities. Therovisions of the Food Safety and Security Act shall be complied
with by the society. Theualitor shall check all the accounts and resarelated to

such activities.
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Chapter Vi

6.13. AUDIT OF KERALA STATE RURALWO MENGS ELECTRONI C
INDUSTRIAL CO -OPERATIVE SOCIETY LTD (RUTRONIX)

6.13.1. Introduction

6.13.2. Maintenance of Books of Accounts, Suspense Assets a
Suspense Liabilities
6.13.3. Filing of Returns

6.13.5. Verification of Employees Service Particulars
6.13.6. Reconciliation of Bank accounts, Brané&lmAnchisee
accounts or members accounts.

6.13.7. Verification of activities undertaken BBUTRONIX

6.13.1. Introduction

Primary Women Industrial Goperative Soieties are the members of the
federation. Thdederation aims at the organizatiof Electronic Industry on Go
operative lines by mobilizing financial assistancesmfr@Central and State
Governments,Khadi and Village Industries Commission, Kerala Khadi and
Village Industries Board, Goperative BanksNationalized Banks and NABARD.
taimst o or agni se Wo ropenafive Societiesurwdl arda.allis Co
enabled by ensuring thectaical assistances and advitem the Information
Technology Department, Government of India, and other QuaserGment
organizations, antherebyincrease the production/manufacturing of elect®mor

computer products.The federation shall in association with Kerala State
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Electronic Development Corporation (KELTRON) and with the financial
assistace of KeralaKhadi and Villagelndustries Board, and othdmancial
institutions undertake the electronic development schemes and projects and also
with the prior approval of Registraundertakes the marketing and sales and
services of electronic products of Goveemh or private sector companies. The
Federdion shall make arrangementfor the manufacturing of electronic
equipmentsthrough its affiliated societies and conduct computer coufgesigh
franchisees.

6.13.2. Maintenance of Books of Accounts
The booksof accouns as prescribed in Rule 29 of KCS Rules shall be

maintained by the federation. Theditor shall verify the books anegisters and
satisfythat all books, ledgers andgistersare kept up to date as prescribethe

auditor shall check the lggr of suspense assets and suspense liabilities and see
that the entries in the ledgers are matching with the entries of General ledger and

Day book.

6.13.3. Filing of Returns

It should be ensured that the federation had filed ¢h@msand statements
as provided in Sectiof6C of Kerala Cebperative Societies Act and Rule 33 of
KCS Rules.

6.13.4. Verification of Employees Service Particulars

The auditor shall verify the service pgaculars of staff. The guide line provided in

chapter X of part Il of the Kerala Gaperative Audit Manual shall be followed.
The circulars of the Khadi and Village Industs Board and or the orders or
notifications of the Department of Industries shall also be refelwddr more

clarity with respect to the service particulars of the employees.
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6.13.5. Reconciliation of Bank accounts, Branch/Franchisee accounts or members
accounts.

The federation shall adopt a system périodic reconciliation of dnk
accounts anthe balance outstanding at the end of the ghall be compared with
the letter of cafirmation from the banks. Theuditor shall examine the
reconciliation and if any discrepancy noticel, a clarification shall be obtained
from the Chief ExecutiveThe branch accounts as well as tlmanfchisee accounts
shall also be reconciled periodically. The statement of outstanding balance shall be
checked with the personal Igers, General ledgeand Day book tcsatisfy the

correctness of the balance outstanding

6.13.6. Verificationof activities undertaken by RUTRONIX

The activities undertaken by the federation lshalscrutinized t@atisfy that
all receipts and payments related to the business are brought in to the books of
accounts of the federation. \&ther the books of accounts @gisters necessary
for such activities are kept up to date shall also be enquired. Whether the initiatives
are supported with resolutions of the Board of Directors shall also be ascertained.

The efficiency, the capacity utziation and theconomy shall banalysed.

220



Chapter\/l
AUDIT OF HOSPITAL COOPRERATIVE SOCIETIES

7.1. AUDIT OF KERALA CO -OPERATIVE HOSPITAL
FEDERATION LTD (HOSPITAL FED)

7.1.1. Introduction

7.1.2. Verification of Movable assets

7.1.3. Verification of Immovable assets

7.14 Verification of Sundry creditors and Sundry debtors

7.1.5. Verification of educatioml institutions managed by thederation
7.1.6. Employees of the federation

7.1.6a. EPF

7.1.6b. Staff security

7.1.7. Rectification of @&fects

7.1.1. Introduction

The Kerala Cepperative HospitalFederationHospital Fed)wvas established
to coordinate guide and assist the function®f primary cooperative hospital
societies in the stat@he main object of thelospitalFed is to augmat the health
care facilities ofthe state by assisting the hospitals run bgpemtive hospital
societies or by establishing multi specialty hospitgith modern health equipment
and facilities It also ains at the medical researcphroduction and distribution of
medicines and surgical instruments and other items related to medical Sdator
federation manage nursing college and a physiotherapy college named C

operative hsitute of Health Siences. The apex federation aims at the
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establishment of health education institutions leading talégeeecourses such as

MBBS, BDS, BSc nursing pharmacy coursesmedical laboratory technology

courses and paramedical coursHsalso provides financial assistance to the
membe hospital scieties guidance to the hospitabcieties and also worin
association with CentralState governments for the implementation of Cehtral

State Health Cangrogrammesndprojecs.

7.1.2. Verification of Movable gsets

The movableassets shall be valued see that they are properly accounted
The stock verification statement and the stock register shall be checked and
compared with theDay Book andGenerallLedgerand ensuré that the stock
register is properly maintainedncorporating all particulars fothe itens.
Depreciation charged shall beenfied in comparison with the @ance Sheet

figures

7.1.3. Verificationof immovable assets

The land and building purchased constructed shall be verified &ee that
they are in the actual possessiamd enjoyment of theApex FederationThe
ownership deedax paid receiptencumbrance certificatcation and possession
certificate etc, related td¢ land owned shall be scrutiets The procedures of
purchase or construction of land and buildindaés down shall be verified teee

that all formalities such aenderingyaluation of building etcarefollowed.

7.1.4. Verification of Sundry creditors andu&dry debtors

The amount of adances paid shall be verified sge that such payments
have beenmade with valid reasons The recovery of such advances shall be
examinedIt should be ensured that ledgers of sundry creditors uamdhys debtors
are maintained ufo date
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7.1.5 Verification ofEducational institutions

The auditor shall examine the detafsthe educational institutions managed
by the Apex FederatiotWhether the institutions had adopted the guidelines and
directions of the University or other authorities shall be verif\thether the
accounts of the educatiahinstitutionsare incaoporated in the accounts of the
Federation is to be ascertainddhe details of affiliationadmissionsfee collected
and other administrativenattersof the educational institutions shall be verified
The financial position of thenstitutions shall be anagd and reported inthe

audit.

7.1.6 Employees of thederation

The dedils of staff appointed in theedieration shall be scrutinized@he
guide linesoutlined in ChapteX of the partll of the Kerala Cebperative Audit

Manual shall be referragd while auditing the staff details

(a). Employees Provident Fund The details of employees Providenirié
collected and remitted to the provident fund commissicshall be verified and
satisfied to sethat the books and registers in respedEmaployeesrovidentFund
are maintained propsrl

(b). Saff Security :- It should be ensured that staff security as prescriised
collected and investedhe register of staff security shall also be verified

7.17 Rectification ofDefects

The defectgointed out in the alit shall be rectified by theetleration and
the rectification report shall be submitted to Bieector of Co-operative Audit and
the Registrar ofCooperativeSocieties as stipulated fBubsection to 2(c) of section
65 of the Keral&Co-operativeSocietiesAct 1969.
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Chapter\/ll
7.2. AUDIT OF CO-OPERATIVE HOSPITAL /DISPENSARIES

7.2.1.  Introduction

7.22. Vouching of Receipts

7.2.3. Verification of Collection Register
7.2.4. Purchase of Medicines

7.2.5. Purchase of LaboratoBquipment
7.2.6. Reimburement of date expirededicine
7.2.7. Grants and subsidiesaeived

7.2.1. Introduction

The Co-operative Hospitals and Dispensarigere set up with the object

of providing health care facilities to the ruralepple with modern medical
egqupmentand better health care ah affordable rate. The under privileged and
downtrodden, who are unable to meet thedical expensedthe private bspitals,
shall be able to get ndern medical services from the-Gperdive Hospitalsand
Dispensariessince they wok on the principles ohumanitarianservices. As the
co-operative hospitals andispensaries ware exempted from the provisions of
clause (c) ofSulsection (1) of section 7 of the Kerala-Gperative societies Act
the serwtes of ceoperative bspitals shall be available to all sections of people
irrespective of geographical limitatisnEstallishment of more Hospitals and
Dispensaries in coperative Sector will provide more job opportunities to the
health workersas well @& paramedical staffThe auditor shall examine the
operatios of the Ceoperative Hospital or Bpensaries and make his suggestions

for the improvement of the medical services
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7.22. Vouching of Receipts

Collections of hospitaldispensariesnainly consist of égistration fes, cost of
medicines, arvice charges, Xay and ECG charges, service charges for other
laboratory investigationsroom rent for in patients etclThese collections are
classified and entered in agister. The consolidadetotal istaken to the Day book.

The collections on account of each items is to be checked with the help of the
concened registers, outpatient angpatients ticketsbills/receipts etc. Theualitor

shall ensure that the society has realised the chargascordance witlthe sub

rules approved or rates fixed by the Board of Directors or subcommibiaetime

to time. The receiptsilts should also be checkeauth the collection egister tosee

that all collections are accounted in the books of accafrtise hospital society

promptly.
7.2.3 Verificationof Collection Register

The auditor must be vigilant to ascertain as to whether all the issues of
medicines and consumable laboratory articles are made under proper orders of the
Medical Officers and wther cost of the same has been realized from those who

are liable to pay.

7.2.4 Purchaseof Medicines

Indents of medicines are to be duly approved by the Medical Officer in
charge of purchase of medicines,by the Board of Director§.he Secretary shall
approve the indents if the coef medicines are above a desirable levll
purchase should benade from approved sellers or manufacturers and after
observing the store purchasges to the extent possibléhe aiditor should ensure

that the Medical Officer has satisfied and certified about the quantity and quality
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etc. of the medicines purchasebhe purchases should be the minimum required

for a reasonable period. Special care should be taken to see that no medicine is
distributed ad usedafter the date of expiry. Thauditor should check the details

of indents, stock kept in the pimaacy and sales of medicines éasure that the
society has adopted on error free mechanism to maintain accuracy and

transparency in medicine purchasel sales.

7.2.5 Purchaseof Laboratory Equipment
For purchase of laboratorygeipmenttoo, indents duly approved ke

Medical Officerin charge of purchases or by the Board of Direct@sequired.

All purchases should be mattem approved agencies or manufactures observing
the store purchase rd to the extent possible. Thed&or should ensure that the
details of laboratory equipmerdre properly entered in the stoclegister. The
annual stock verification s&tent shalbe verified by the aditor to arrive at the

value of laboratorgquipment

7.2.6 Reimbursement of date expired medicine

The pharmacy in charge should take steps for the timely retudate
expired medicines. Theuditor should watch whether the sogiéias taken timely
action to get reimbursement of date expired medicines in the stock. At the same
time, care should be taken to see that the value of such stock are not included in the

total value of stock while arriving at the closing stock.

7.2.7. Grarts and subsidieseceived

The grants and ubsidies from Government or other agencies, shall be
accounted properly and recorded in theoks of accounts andegisters.The
auditor shall veify the books of accounts aneégisters and satisfy thétey ae
properly accountedThe utilisation of the grants and sillies shall also be
watched tosee that utilisation certificatbas beensubmitted to the concerned

authority.
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Chapter VI
AUDIT OF SC/ST CGOPERATIVE SOCIETIES

8.1 AUDIT OF KERALA STATE FEDERATION OF SCHEDULED
CASTE/ SCHEDULED TRIBE DEVELOPMENT CO -OPERATIVES
LTD. (SC/ST FED.)

8.1.1.
8.1.2.
8.1.3
8.1.4
8.1.5
8.1.6
8.1.7
8.1.8
8.1.9
8.1.10
8.1.11

8.1.12
8.1.13

8.1.14
8.1.15

8.1.16
8.1.17
8.1.18

Introduction

Analysis of Businessaaivities and functions
Ayurdhara Pharmaceuticals
Panchakarma Centre

Fuel Pump

Sales show room

Canei Procurement, Minor Forest Produce Procurement
Working Womeids Hostel

Maintenance of Accounts

Verification of Grants and Subsidies
Annual StockVerification

Reconciliation of Accounts with Primary Societies, Branches and L
Verification of Service Particulars of the Employees

Suspense Assets and Suspense Liabilities
Refund of Government Loans

Inspection and Internal Audit
Arbitration and Execution

Welfare and Development of SC/ST Sections
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8.1.1. Introduction

The Apex Federation of Primary Scheduled Caste/Scheduled Tribe Co
operative Societies in the State is established for improving the socio economic
conditions of scheduled castrd scheduled tribe popuian. It aims at providing
integrated creditaicilities to the people through Primary-Gperative Societies for
mariketing of agricultural produce, minor forest produce and prodtisenall scale
and cottage industrie§ he federationnot only provides credit facilities to the
affiliated primaries but alsoprovide raw materials as well as inputs needed for
their activities. TheSC/STfederation undertalsghe activities instrumental for the
welfare of Scheduled Caste darcheduled Tribe Communitie$hey include
collection and marketing of minor forgstodwces agricultural produce and goods
manufactured by the members of Primary SC/ST Societies by setting up cottage

and small scale industries.

The Ayurdhara Ayurvesl Medicine factory estalshhed by the SC/ST
Federation hasbeen manufacturing Ayurvedic meties of varieties and
marketingthemthrough ts branches, Government Ayuneeltbspitals Pharmacies
and other private medical distributors. The Panchakarma Centres of the Federation
provides various kinds of treatmentsWith a dealership form Indian Oil
Corporation it manage a fuel pump The activities undertaken shall be

individually verified tohave a comprehensive assessnoémtach of them.

8.1.2. Analysis of Business@vities and functions

The Apex Federation is raged to provide financial assistances the
Primary SC/ST SocietiesWhether the federation haprovided financial
assistances by way of loans and advances to its affiliated societies shall be verified.
Whether they provide guidance and iméwon the developmental activities for the
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welfare of Scheduled Caste/Scheduled Tribe Comnesnghall be scrutinised.
The auditor shall examine the business activities oféteration and see that they
arein correlation with the objectivdaid down inthe bylaws. The profability and
efficiency of eachactivity undertaken shall be analyzed choosing the various ratios
such as Current ratio, Quick ratio, Gross profit ratio, Net profit ratio, Stock
turnover ratio etc. The trend @gsis shall also be madounderstand the progress

of business over a period of time.
8.1.3 Ayurdhara Pharmaceuticals

The plant and machingrinstalled in the Pharmaceutical factory, the
infrastructure facilities arranged and the raw materials and other inputs for the
manufacturing of Ayurvea Medicines, the manpower deployed for the production/
manufacturing unit etc. shall be verified. The amount of expenditure shall be
examined, whether the procedsigd tenders and such formalities were followed
shall be ascertainetiVhether the Pharmaceutical unit is functngnefficiently and
profitady shall be verifiedThe conversion ratio of manufacturing raw materials to
medicines shall be examithéo satisfy that theoutputis satisfactory. Books of
accounts shall be mairm&d exclusively for the unit and stock register of raw
materiat as well as medicines and other produdtallsalso be maintainedrhe
auditor shall examine the manufacturing account and profit and loss account of the
unit and satisfy that the unit is ming & profit. The details of wages and salaries
paid to the staff should be checked.

8.1.4 Panchakarma Centres

The charges of the Panchakarma Centre shall be verified with respect to the
number of inpatients aswell as outpatientslt should be ensured that the

Panchakarma centre is running on profit. Sepdfadét and LossAccount may
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be prepared tsee that all receipts of service charges as well as the @irice

medicineis accounted in the respective head itself.

8.1.5 FuelPump
The fuel pump run by thiederatiorshall be verified irtheaudit. The daily

collections of the pump shall be properly accounted by keeping up to daieesv
and registers. The stoclkegster shall be verified by theuditor to see that the
filling of the QOil Corporation is properlgccounted. Similarly when sais
effected the stock shallbe deducted to the turef quantity of fuel sold. The
auditor shall check the incoming quantitss well as the saleby checking the
inward registersand tle sales invoices and daily sales register with the stock
register of fuels Separate stock register for diesel aattqd and engine qijreag

and any other petroleum products shall be maintained, which shall be certified
daily by the fuel pump in charge. TradiAgcount andProfit andLossAccount for

the fuel pump shall be grared to see that the pump makesfit. Any shortage of
cash or fukshall be reported and dealt with serioudtyshould be seen that the
loss due to evaporation is limited to the permissible level.

8.1.6 Sales show room

The receipts on account of sales and payment on account of purchases shall
be examined The salesinvoices, the daily sales register, the purchase or
procurement invoices and the stock register along with the stock verification
statement shall be scrutinizet that anyshortagecan be deicted If salesman
liability systemis followed, the liability egister shall be checked with the purchase
invoices and the sales invoices or bhills.

8.1.7. Canei Procurement, Minor Forest Produce Procurement

The federation shall keep up to date records in connection withahe c
procurement as well as the minor fereproduce pcurement. The rate of
procurement and the quantity procured shall éeorded in theagisters. The
Stock Register shall be checked with the purchase invoices as well as the sales

bills. The stock register and the annual stock verificatiatesent kall be closely
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checked by theualitor to see that there was no omission or commission ieecesp
of procurement of cane andmor forest poduces as well as in the sales of them.

8.1.8 Working Womeis Hostel

The establishment of Working WomisrHostel with theihancial assistance
of Scheduled Caste/Scheduledb& Department shall be examinadd see that
the rules and procedures were complietth in the constructio and the
establishment of thedstel. There should keesystem of maagemenbf the hostel
and the aditor shall see that thecome and expenditure of th@stel isbeing
properly accounted and audited.

8.1.9 Maintenance of Accounts
The SC/ST Federation shall keep all the Book&ofounts in accordance

with Rule 29of Kerala CeoperativeSocieties Rules, and tlaaditor shall examine
whether those registers anddks of accounts as predmd were kept up to date.

The registers peculiar to the business/activities undertaken by the Federation shall
also be preparednd kept up to date. The stockgister of the raw materials and
finished gmds shall be maintained by thedieration, which shall be checkede

audit. Each unit, and branch shall maintamn books of accountand records
pertaining to theactivities in order todepct a fair and correct picture of the
financial position of the branches/unithe subcommitteedudit committee of the
federation shall review the status of the maintenance of accounts andtoepert
Board of Directors. Theefleration sHhfile returns and statements as specified in

section 66 C anRule 33 of the Kerala&operative SocietieAct andRules 19609.

8.1.1Q Verification of Grants and Subsidies

The grants andubsidies omany other financial assistanoeceived from the
Government, Central as well as State and the agencies like NatiowogleCxive
Development Corporation (NCDC), National Federations/Corporations for the

development of Scheduled CasteSwheduled Tribeshall be accounted by the
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fedemntion in the books of accounts and utilized properly. The utilization ef th
grants andsubsidies shall be verified tensure that they were utilized for the
purposefor which they weregranted. The utilization certificate shall be submitted
to the concered authoritiesand the auditor shall verify the file relating to the
utilization certificates.

8.1.11 Annual Stock Verification

The closing stock of theefleration at the end of thimancial year shall be
verified as prescribed in chapter IX of the tHaof the Kerala Cebperative Audit
Manual, by the officers authorizedThe aiditor shall examine the annual stock
verification statements, with the Stock RegisDay Book and Generakdger.He
should see that the stocks held at different units/ besavere consolidated and
carried over to th8alance Sheet.
8.1.12 Reconciliation of Accounts with Primary Societies, Branches and Units

The Cooperative Apex Federation shall adopt a regular system of
reconciliation of accounts with the Primary Saigs, Branches and Units. The
auditor shall verify the aconciliation staments to satisfy the proper
reconciliation. Any discrepancy of considerable amount and petadl be
specially enquired, to obtamwritten clarification of the Chief Executive.

8.1.13 Verification of Service Particulars of the Employees

The ®rvice paticulars such as recruitment, pay fixationpmotion, transfer
and postings, leaveasction maintenance of service register, annual increment,
provident fund, employees welfarund, disciplinary action, retirement and
pension etc. shall be verified iheaudit. The guidelingprovided as per chapter X
of the partll of the Kerala Cepperative Audit Manual shall be adheredwhile
auditing the employees service affairs.

8.1.14 Suspense Assets and Suspense Liabilities

The federation shall prepare separate personal ledgers in respect of suspense
accounts. The details of amount due to the federation shedcbeded in 8spense
Asset lelger and the amount due by thedEratiorshall be accounted ingHedger
of Suspense LiabilityThe balance outstanding at the end of the year shall be
consolidaeéd by checking these ledgers in compariaath the Day book and
General ledger.
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8.1.15 Refund of Government Loans

The ledger inrespect of Government loans received shall be eérifn
audit, along with the loan sanction order to ascertain the rate of interest as well as
the schedule of repayment. Whether the prepayment was made as per the schedule
shall ke checked tcee that thenterest on loans was also remitted as laid down in
the terms and conditions. Confirmation aitstandingmay be obtained from the

offices concerned and verified the audit.

8.1.16 Inspection and Internal Audit

There should be a system of interaabitby the senior officers of the apex
federation in order to ensure accuracy and transparency i Kemping and
accounting. The wditor shall examine the internal audit report andpection
reports, if any, of the primaries, branches and unith®fiederation, and see that
the defects or suggestions were considered by the Federatiorediigd the
defects properlylf there is any un rectified defedhe aiditor shall mentiornt in

thereport.

8.1.17 Arbitration and Execution

The apex édeation shall take appropriate timely action on defaulted loans
and advances made to the Primary Scheduled Caste/Sched@eCtuperative
Societies. Thewitor shall examing¢he defaulteccases and see that legal action
was taken ¥ the Federation onaeh case The statement of arbitration and
execution cases shall be obtained and compared with the pasicalahe

respective ledgers andgisters.
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8.1.18 Welfare and Development of SC/ST Sections

The Kerala State Federation of Schedul€hste/Scheduled Tribe
Development Caperative is committed for the welfar@evelopmenand growth
of Scheduled Caste and Scheduled Trdoenmunities. Whether the activities
under takn by the apexelderation semedthe purpose is to beerified. How farthe
projects havesucceeded, andow many Scheduled Caste and Scheduled Tribe
membershave beerbenefited from the projects, to what extent itheome of the
memberdasincreased etshall be analysed and an evaluation of the proguil|

be included irthe aiditorés report.
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ChaptevIil

8.2. AUDIT OF PRIMARY SCHEDULED CASTE/ SCHEDULED TRIBE

8.2.1.

8.2.2.
8.2.3
8.2.4
8.2.5
8.2.6
8.2.7.
8.2.8
8.2.9
8.2.10
8.2.11

8.2.12
8.2.13
8.2.14

8.2.15.
8.2.16.

CO-OPERATIVE SOCIETIES

Introduction

Verification of ceposit accounts

Verification of MDS and other schemes
Loans and advances to members

Production and ®cessing

Other activities

Welfare and dvelopment of SC/ST Population
Appropriation of Net Profit

Verification of Staff natters

Verification of computerizedaounts
Arbitration and Execution

Debt ReliefSchemes

Welfare Fund

Risk Fund

Verification of assistances

Verification anddisposal of damaged or dead stock

8.2.1. Introduction

In order to improve the living conditions oScheduled Caste/Scheduled
Tribe population, Government hamplemented several soegronomic welfare
programmesThe organization of Primary Gaperative Societies exclusively for
the Scheduled Castes and Scheduled Tribesawtep initiated by the Government
of Keralafor the upliftment of the populatiorilhe objedtve of the ceoperative
society shall bethe all round growth and development and welfare o th
scheduled castésbes population.The membershipf the societyis restricted to
scheduled castscheduled tribe people onlyThe department ofscheduled
caste/scheduled tribe providemximum financial agstances by way of plan fund

as well as non plan allocation.
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8.2.2 Verification of @&posit accounts

If the society collects degds from its membershe auditor shall verify the
Deposit ledgr, General ledger and Day boakd see that they are properly
accounted. The serial numbers of deposit certificate in respect of term/fixed
deposits shall behecked with the register kefpor the purpose. The rate of
interest, the nominations, etc. shall be verified. Whether thefidation details of

the deposdr (KYC Norms) wascollected shall also be checked.

8.2.3 Verification of MDS and other schemes

If the sociey conducs MDS or any other similar schemes theddor shall
examine it in detail Chapter V of th@artll of the Kerala Ceoperative Audit
Manual shall be referretb and adopted for audit of accoamf MDS/other
schemes.

8.2.4 Loans and advances to members

The Scheduled Caste/Scheduledb&riCeoperative Societiexnly few of
the members have own landeide majority of them shall be eligible for short
term loans and advances only, even though there are provision for long term and
medium tem loans in their bylaws. Theuditor shall cleck the loan ledgers and
stock register of gld, if gold loan is disbued. He shall verify the Gehan
Register, in case Gehan is registered. Thevithgal maximum lorrowing power
shall also be examined while auditing the loan accounts.

8.2.5 Production and Processing

Apart from theagricultural activities, the Schedule€dhaste/Scheduled Tribe
society may be engaged in the production of various articles by setting up cottage
and small scale industries, which shall be a source of generating employment
opportunities to the members thfe ceooperative society. Theuditor shal verify
the stock register of raw mategals well as the finished goods. The percentage of
out turns shall also be ascertained to ensurepghimisationof production.
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8.2.6 Other activities

The Scheduled Caste/Scheduled Tribe-Operative Societies ay be
involved in certain other activities too in order to create more employment
opportunities, such as minor forest produce collection, bee keeping, goat rearing,
provision stores, Neethi Sts, tailoring units and garmembhaking, driving
schools and auoputer trainingcentre fertilizers depot etowith the financial
assistance provided by the Central/State governmentsoteadt agencies like
NCDC. The aditor shall examine the details of the units and see that the accounts
related to such units are ket to date and the profit and loss account is prepared

and the profitability analysed.

8.2.7. Welfare and Development of SC/ST Population

All the schemes, projects and activities are undertakth the objective of
increasing the employment opportunities of the Scheduled Caste/Scheduled Tribe
Communites. The aditor shall assess the implementation of these schemes and
projects andascertainhow far theyhave helped towardthe betterment ofhe
living conditions of the SC/ST population.

8.2.8 Appropriation of Net Profit

If there is net pofit in the working of the society, it should be appropriated
in accordance with the provisions of KCS Act and Rudesl Bylaws of the
society. The aditor shall see that the appropriation was done in accordanbe wit

the law and carried over to thedks of accounts of the society.

8.2.9 Verification of Staff Matters

The aiditor shall examine the details of employees such as recruitment,
transfer and pamgs, leave particulars, annual increment, promotion, pay fixation
disciplinary action etc. Theuditor shall adhere to the proviseaof KCS Act and
Rules and the guidelines as per the Kerala-Qugrative Audit Manual Part Il,
Chapter X for the verifigtion of staff matters.
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8.2.1Q Verification of computerizedcaounts

If the society is computerizedhe aditor shallrefer to chapter VIl othe
part 1of the Kerala Cepperative Audit Manual and follow the guidelines provided
in it.

8.2.11 Arbitrationand Execution

The auditor shall examine the status abdration and execution cases and
satisfy thathelegal action was taken timely.

8.2.12 Debt RelieBchemes

The Debt Relief Schemes of the Central and State Governments, for the
benefit of Schedeld Caste and Scheduled Tribe people shall be verified and see
that all accounts related to the schemes are properly handled and accounted.

8.2.13 Welfare Fund

Theauditor shallscrutinise the Welfare Fund Schemes fordhmployees of
SC/ST Societies teee that contributions were remitted timely.

8.2.14 Risk Fund

Whether the society had collected the premium from theobhers and
remitted to the development funddrd shall be ascertained.

8.2.15. Verification of assistances

The Auditor shall very whether the society keep a register for monetary
assistances receivédtbm GovernmenfApex Society The Auditor should ensure
that the conditions prescribed in the sancoater ha been fuly complied with by
the SocietyThe timely repayment of loan gayment ofdividend onsharecapital
shall be ascertained.

8 2.16 Verification and disposal of damaged or dead stock.

The verification and valuation oflahssets including trade stock should be
conducted by the Auditor ggescribedThe Auditor should Iso verify the timely
disposal of damagi#dead stock made by the sociedyg per rules
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ChapterIX
9.1. AUDIT OF EDUCATIONAL CO -OPERATIVE SOCIEITES

9.1.1. Introduction

9.1.2 Employees of Society

9.1.3. Disposal of Profit

9.1.4 Annual Stock Verification

9.1.5 Courses and Programmes

9.1.6 Verification of Infrastructure

9.1.7 Verification or deposits made by students

9.11. Introduction

Educational Ceoperative Societiewereregistered and started in theat&with
a view to provide employment opportunities to the educated unemployed youths as
well as to faciliate the higher education to #®who could not get admission in
the affiliated colleges. Usuallyite O A6 Cl as s resmetedbtethes hi p
employes of the societyIn some societies it shall be open to Graduates and Post
Graduates, who will accept teaching as their professible objectives of the
educational Co-operative Societies shall be the establishment cifcational
institutions for generatg employment pportunities to the educated amployed
persons, and to conduct training programme and coaching classes. The society
aims at eradication of illiteracy by undertaking educational activities for spreading
literacy among the peopl@hey also oganizejob oriented technical coursesd
other short term course3he educational societies shall be undertaking allied

activities such as coaching classes fordperative Examinations, Publication of
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journals, books etc.The coursse of undergraduatenal post graduate levels are
conducted in collaboration with the school/Directorate of Distance Eduoaiti
different Universities. The aiditor shall examine the whole arrangements and
satisfy that the systems and arrangements are in compliancthaviovisions of
the Bylaws. The auditor shall verify the files relating to the affiliation and

recognition of course offered by the Educationaldperative Society.

9.1.2 Employees dhe Society

The employeg of the society shall b6 A Cl ass member s.
particulars of the employees shall be verified withrigisters kept in the society.
The educational qualifications, pay arallowances and service conditions of
teaching and non teaching staff as approved by the Boardrettdis of the

society shall be verified in audit.

9.1.3. Disposal of Profit

Whether the annual General body has approved the appropriation of net
profit, shall be ascertained. Whether the appropriaipproved by the General
Body hasbeen carried oveto the Day Book and Generaktlger shall also be

examined.

9.1.4 Annual Stock Verification

The Annual Stock veriation of furniture, equipment and text books and
note booksif any, shall be conducted as prescribed in the paftthe Kerala Ceo
operdive Audit Manual The aiditor shall verify the Stock &jister and the stock
verification statenent with the Day Book and Generatdger. If any shiage of
furniture or equipmenbr other stocks is noticed, it shall be checked in detail and

reserve may bereated for deficit stock.
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9.1.5 Courses and Programmes

The aiditor shall ascertain the details of courses conducted, number of
students admitted in each course and each batch, the affiliated unieessithie
fees for each course as per prospediall be checked with the feeollection
details. The fee collectioregister shall be chked tosee thaho omission in fee
collection ha occurred The aiditor shallverify whether there arany feedues at
the end of the financial year. He shall verify all programmes such azhicg
classes for competitive examinations as well as trainlogrammes. The income
from each programme or courseshall be comparkwith the expenditure for each

couse andprogramme

9.1.6 Verification of Infrastructure

The infrastructure facilities of the educational-QuerativeSociety shall be
ascertained teee that the requiremertakthe students are satisfiethe ownership
title shall be examined if the societyvis land, by verifying the title deeds,
possession certificatéand tax receipt etc. The building, if owned by the society,

shall be verified with thgaluation certificate issued kige PWD Engineer.

9 1.7 Verification or deposits made by students

The deposits such as caution deposits received from the stusteaitsbe
verified and ensurkthattheyare propertyaccountedn the registeto satisfy their

prompt repayment ooompletion of the course
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ChapterIX

9.2. AUDIT OF SCHOOL/ COLLEGE CO-OPERATIVE SOCIETIES
9.21. Introduction

The Co-operative societies in schools and colleges shall be organised to
facilitate the distribution ofetxt books and other teaching aids and study materials
to the students. The minimum ageescribed for membership the KCS Act&
Rules shall not be applicalie this type of cooperative societies. The membership
shall be open to the students as wellcahe staff members of the school/college.
The major objective of the society shall pemoting cooperationself-reliance
and savings mentality among the students. It shall also frame small savings
schemes for the economic and social welfare of the members. Purchase and sale of
articles needed for the educational activities andrtieem bsalay o day life shall
be undertaken by the society. The management of the society shall be vested in an
elected committee of fixed members plus Bresident(usually the Principal or
Head Master). Secretary shall be selected from among the electedss cl
members Majority of the committee shalbe A cl ass members and
members (stud#s) shallalsobe givena few seats. Té auditor shall concentrate

on the following points while auditg thesociety:

9.2.2. Points to be verified.
I. Whether thesociety has an elected managing committee
ii. Whether the Books of accounts are written up to,date

lii. Whether the transactions are properly accounted in the cashbook and

vouchers keptlate wise and serially numbered,
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iv. Whether the mnual stock erification was carried out and stock
verification statement made availalfbe audit.

v. Whether the society Baaken up the distribution afxt books for the
students,

vi. Whether the businessegmad out by the societgremakingprofit,

vii. Whethe the accounts withekt book depot or other schopts a group
society, have been reconciled properly.

viii. Whether the secretary was paid honorarium in accordance with the
Government direction.

IX. Whether the society had prepared indéotghe purchases of text books and
whether it isn conformity with the actual number of students

X. Whether the society remittede sale valuéf due) of text bookdo the
depotpromptly.
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Chapterx
AUDIT OF LABOUR CONTRACT CO-OPOERATIVE SOCIEITES

10.1. AUDIT OF KERALA STATE LABOUR CO -OPERATIVES
FEDERATION LTD. (LABOURFED)

10.1.1. Introduction

10.1.2 Labour Contracts

10.1.3 MVR Institute of Skill and Developmentatiilies
10.1l46Labour Todayéb

10.1.1. Introduction

Kerala State Labour CoperativesFederation was established as an Apex
Federation of Primary Labour Contract-GperativeSocietiesf the state, with the
objectives of promoting the economic and social welfare of the unskilled, semi
skilled and skilled dbour and organising eaperatives for the purposeThe
federation may undertake the activities in furtherance of the objectives. The
LabourFed shall promote thedbour Contract Goperatives and strengthen them
to diversify their activities, and set updustries and plants in collaboration with
other ceoperatives for the manufaure of construction equipmentonstruction
materials and allied materials nesary for the construction work. Thederatio
shall supply tools, equipmerdgnd implements, acssories, store items to the
Primary Labour Contract Societies. It shall also undertake research and
consultancy work to provide advanced technical knowhow tmésibersocieties
and collect information necessary for the growth of labowomerativesand

supply to the members witippropriate analysis.
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10.1.2 Labour Contracts
Whether thedderation undertakdabour contracts, projectamagement and

consultancy works of buildings and allied engineering works of the Government,
local bodies, andprivate sector shall be verified ithe audit. Whethe the
federation has obtainedthe approval or competency certificate for undertaking

such contract work shall also be examined.

10.1.3 MVR Institute of Skill and Developmentalides
The auditor hall examine the functions of the institute and see that it is in

accordance with the approved sub rules as well as the Bylaws of the Labour
Federation and the Kerala ©perative Societies Act and Rules. Theditor shall
examine the research awi@velopment activities of the institute aslwas the
training programmesrganised by the institute, whether these short term training
programmes and skill development programmes were beneficial to the members
and employees of the Primary Labour Conti@otoperatives The man power
deployment, the course fees collected and other income fronngheite the
expemiture incurred for each course progamme shall be scrutinizedVhether

these accounts arecorporaté in the main accounts of the fedéon shall be
examine&l. The egisters showing the details of number of participants, duration of

the short term coursgigaining programmes etc. shall also be verified.

10.1.4 OLabour Today®é

The publication detail s oedThehuebed L abo
of copies printed, the number of subscriptiaiig subscription amount received,
advertisement tariff, advertisement income received if any, the expenditure for
printing, the postage for despatchther contingent expenses etshall be
ascertainedWhether the journal got thegistration from the News Papeoctety
of India shall also be ascertained. Whetherabcountelated to the publication is
incorporated in the books of accounts of the federation shall be verified.
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Chapter X

10.2. AUDIT OF LABOUR CONTRACT CO -OEPRATIVE SOCIETIES

10.2.1. Introduction
10.2.2. Borrowings

10.2.3. Deposits from members
10.2.4. Works undertaken
10.2.4i). Labour Contracts

10.2.4ii). Hollow bricks units
10.2.4iii). Stone crusher Unit
10.2.4iv). Survey work

10.2.5 Purchase of Land

10.2.6 Purchase of machiner
10.2.7 Workshop

10.2.7i). Fabrication Unit
10.2.7i)). Heavy Machinery
10.2.7iii)). Automobile /Vehicle Department
10.2.8. Furniture works unit
10.2.9. Quality control
10.2.10. Financial assistances from the government
10.2.11. Government Guarantee
10.2.12. Maintenance of Fluid Resources
10.2.13. Maintenance of Books of AccouritsAccounting Software

10.2.14. Annual Stock Verification
10.2.15. Reconciliation of account
10.2.16. Certification of works completed
10.2.17. Training to employe

10.2.18 Welfare schemes/activities
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10.2.1. Introduction

Primary Labour Contract Coperative Societies are set up for generating
employmentopportunities among the members. The societies undertake contract
works for building construction, roads and bridges and other public works. The
society enabkeits members by providing equipmeabhd machiner necessary for
carrying out the construction or maniance works. The materials amgputs
necessary for the construction works shall also be arranged by the society either by
manufacturing or by purchasing them, and make available to the workers/
members Apart from undertaking the contract workee Labour Contract So
cities may undertake analy activities for the enhancement of Labour-Co
operative, such as bilding materials supplytollow bricks manufacturing unit,
stone crusher units, mechanicabrkshopsetc. The socety may be providing
machinery and equipment necessary for the wedter on lease or rent basis. The
capacity development or skillpgradation training to its workershall be the
obligation of the labour contract society. In@rdo promote savings habits among
the members, the society may be conducting differamdskiof deposit schemes
such as Thrift [@posit, DayDeposit scemes etc.The society may be nming
workshops for the assemblagad repair of machines, vehicles dtcshall also
arrange for ensuring the quality of material purchased as well as the quality of
work completed. It shall use goapiality machines and equipment in order to
maintain the higlguality of works undertaken. The Labour Contract Society may
berunning furniture and equipmeauhits also fo providing necessary furnitussnd

equipment to its members/work sites.
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10.2.2. Borrowings
The maximum limit prescribed in ¢éhbylaw shall be ascertained gatisfy

that he limit is kept. The cost dforrowings shall be checked see that it is
reasonable and matching with the existing market rate. The personal ledgers in
respect of brrowings shall be verified teee that they are in conformity with the
Day Bookand General &dger. Confirmation statents may bebtained from the
financial ingditutions and compared to ensure the accuracy of balance outstanding

at the end of the year.

10.2.3. Deposits from members
Whether there is an enabling provision for collecting deposits, in the bylaw

of the saiety, shall be ascertained. The personal ledgérsifferent type of
deposits suchsaThrift, Recurring Monthly Deposit and Daily Bpositshall be
verified with thereceipts/chellans, Day d®k, General Ledger tsee that the
receipts as well as repayments are properly accounted. The rate of interest on each
type d deposit shall be verified tces that the rate prescribed by the Registrar of

Co-operative Sociges isbeingfollowed.

10.2.4. Works undertaken
1) Labour Contracts. The construebn works undertaken by the society

shall be verified in detail. Whether gross contract arhaimvithin the permitted

limit shall be ascertained. The completi@ntidicate shall be verified teatisfy that

the society is operating properly and efficiently. The income generated out of the
work undertaken and the expenditure incurred for carrying out the work shall be
compared toensure that the society gets share as margin of profit. Theiditor

shall ascertain whether necessary approvals were obtained Is¢dotiag the
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construction work Whether the rules and regulatsonere followed shall also be

as@rtained, while carryingut publicworks such as roads, bridges etc.

i) Hollow bricks units In order to facilitate the construction works, Labour
Contract Ceoperative Societies may set up Hollow Bricks Unitsheir own. The
manufacturing of bricks, and the inputs and raw material given for manufacturing
such as cemensand etc. shall be compared. The income from the unit as well as
the expenditure on account of productidribee unit shall be verified teatisfy that
the unit is running o profit. The stock register of bricks as well as the distribution

anddelivery acounts shall be checked.

lii) Stone crusher UnifThe operations of the csher unit may be scrutinised
to see that the aggregates/stone/rubbles are handled and transported to the required
sites promptly so that the crushing work willegmn seamlessly. The income as
well as the expendituref dhe unit shall be examined.The accounts of the unit
such as stock of each item shall be manad properly, verified by thenit in

charge.

Iv. Survey work Before starting the work, the LalmoContract Sciety may
undertake a surveyard investigdion of the work and the sit@he feasibility of

the work may be revealed by this survey and investigation.

10.2.5. Purchase of Land

The purchase of land by theocsety shall be in accordance witihe
guidelines issued by the Registrar of-Querative SocietiesThe auditor shall
verify the procedures adopted for the purchase of land by the society.

Ref. 1. Circular No. 26/2018 dated 4/5/2018 of Registrar ofoperative
Societies
2. Circular No. 36/2018 dated 29/06/2018 of Registrar cb@erative

Societies
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3. Circular No. 7/2019 dated 15/02/2019 of Registrar cfoperative
Societies

10.2.6. Purchaseof machiney

Whether the purchase was mdneadopting the rules and procedures shall
be ascertained. Whether every purchase wantto the stockegister shall also
be verified. It should be ensurddat for every new purchas of machine and
equipment annual mintenance contract @ppropriaé insurance schemes rge

beingadopted

10.2.7. Workshop

The auditor shall check the workshopn by the society, whethat is
undertaking théabricationwork or maintenance and repair of heavy machinery or
automobilesor vehicles. The whole accountlated to the workshop shall be

scrutinised in detail.

10.2.8. Furnitureworks unit

The furnitureworks unit shall be checked see that the raw materials used
and the prducts obtained/released areconfarmity. The stock register may also
be checked

10.2.9. Quality control

The Labour Contract Society shall ensure the quality of the materials
purchasd andused in their work to ensure the quality of works undertaken. For
this purpose, the society shall use bettetityuaf machinery and equipmeirt the
exeation of the work. The society shall set up a quality testing lab as well as

engage a team of experts for quality tests andrawrpats
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10.2.10. Financialassistances from the government

The financial assistances to the society by way@nts, subsidies, share
capital contribution loans and advances and guarantee commission shall be
properly accounted in the society.he auditor shall check the register to ascertain
thereceig of the financial assistangelhe utilization shall be asdainedand the

utilisation certificate verified.

Ref. 1. Circular No. 59/2005 dated 20/12/2009 of Registrar efgavative
Societies

2. Circular No. 59/2018 dated 15/11/2018 of Registrar cbferative
Societies

3. Circular N0.15/2015 dated 23/03/2015 of Registrar of@erative
Societies

4. Circular No. 38/2015 dateld/08/201%0f Registrar of Cepperative
Societies

10.2.11 GovernmenGuarantee

If the society get Government guarantee, it shk recorded properly and
the auditor shall verify the sanction order as well as the register of Government
Guarantee, and ascertain whether the society has remitted the guarantee

commission to the Government.

10.2.12. Maintenancef Fluid Resources

The aditor shall examine whether the society hamsaintained fluid

resources as per Rule 63 of the KeralaoPerative Societies Rules.
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10.2.13. Maintenancef Books of Accounts

The Books of accounts maintainedthg society shall be checkeddee that
they were kept in accordance with Rule 29 oétKCS RulesThe accounting
software shall be examined if the socibgs adopted computerization gee that
the software used is comprehensive and effective in the maintenance of accounts.

Theauditor shall verify the workegister muster rollLEMD Register etc.

Ref. 1. Circular No. 27/2017 dated 5/5/2017 of Registrar ofoperative
Societies

2. Circular No. 62/2020 dated 18/08/2020 of Registrar cb@erative
Sockties

10.2.14. AnnualStock Verification

The closing stock of all assets including cash in hand shall be physically
verified by the stock verification officer atdhclose of the financial yealhe
gudelines issued as per chapter dKthe partl of the Kerala Cepperative Audit

Manual shall be adhered to.

10.2.15. Reconciliatiorof account

The Labour Contract Society shahake a systematic arrangemédat the
periodical reconciliation of accounts with the Apex Federation, other financial
institutions, Government and other business dealers. The reconciliation statement
shall ke checked and satisfied by theddor.

10.2.16. Certification of works congied

The works undertaken and completed by the Labour Contcaietg shall
be certified by a competent authority. Thel@or shall veriy thework in progress
as well as theompletion certificate teatisfy that the society hasmdertaken the
work asper permit issued.
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10.2.17.Training to employee

The employeeshall be provided technical or administrative training for
effective and efficient management of the society. The skillgradationand
capacity development shall be achieved through various training modules. The
TNA may be made and the employees may be deployed for such trainings in

accordance with the Training Need Analysis.

102.18. Welfare schemes/activities

The welfare shemes implemented by the society for the betterment of its
members may be verified in audit. The various emplopeegfit schemes such as
EPF, ESland Group Gratuity schemes shall be scrutinized. The pension schemes if

any, adopted by the society shalBobe examined.
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ChapterXI
AUDIT OF WOMEN & CO-OPERATIVE SOCIETIES
11.1. KERALA WOMEN COOPERATIVE FEDERATION LTD (VANITHA FED)

11.1.1. Introduction
In order to achieve socieconomic development of women, the Kerala

Women CeoperativeFederation, undertakategrated credit and service activities

through the Primary Women Gaperative Societies. To reach theafof socie

economic uplifment of women, the Kerala Women cperative Federation
undertakes various developmentahdawelfare schemes and project3he
organization of Primary Women Gaperative Soieties, arrangeand disburses
loans and advaces to the Primary Societiesp-ordinates and monitos the
activities of the Primary Societiegndertakes projects and schemenduciveto

the growth of womershall be the dderatiods major activities. The federation

shall take up manufacturing and processing units and import and export of
agricultural and other producé&he tderation shall impart training to the members
of Primary Societies with respect the setting up of smalkcale and cottage
industries, dairy drming Poultry etc. The Kerala Women Federation known as
fiVvanitha Fed shall attempt either through its activities or through its affiliated
member Primary Women Gaperatives, empower the womenfolk, especially the
marginalized and lower income group of women in our society through engaging
them in agricultural, small scadéad cottage industries, cattle farming, goat rearing,
poultry, catering units, training centres, electronic industry €&ermission was
granted for the collection of deposits to Keralarén Ceoperative Federatioas

per circularsasshown below.
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Ref.1. Circular No. 17/2020 dated 6/3/2020 of Registrar ofoperative
Societies

2. Circular No. 36/2020 dated 15/05/2020 of Registrar cb@erative
Societies

11.1.2. Business Activities

The aiditor shall carefully examine the businesses and ascetftain
profitability.

a. Kera Kanthi coconut oil and soafg’he puchaseand sé of Kera Kanthi
natural oconut oil shall be verified tsee that the federation gained from the
business. It should be ensured that all transatedated to the purchase, sale and
sales promotion expenses are @ibpaccounted. Thstockatthe end of the year

shall also be examined the audit.

b. Loans and Advances In respect of the loans and advances issued to the
affiliated societiesthe federation shall keep the personal ledgers and the auditor
shall examine the following:

1) The rate of interé¢son the loasissued

ii) The details of securitynortgagé property for the loan sanctioned

lii) The amount disbursed and tnstalments refunded,

Iv) If there is overdue, the amount of overdue in respect of principal and
interest

v) Details of legal action initiated, in case of defaulted loans

The ederatio shall keep the books of accounts in respect of loans issued as
per clause (n) of sub rule (2) Blle 29 of the KCS Rules. Theaditor shall verify
the ledgergo satisfy that theyra properly maintained.

c. Neethi Medical Stores The purchase andlsaof the Neethi Stores shall
be checked and the guidelines provided as per chapter | ((2) of Part Il of the Kerala
Co-operative Audit Manual (1.2.32(b)) shall be considered while auditing the
Neethi Medical Stores.
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11.1.3. Arbitration and Execution

Whether legal action was initiated against the defaulted cases shall be
ascertained. The details of Arbitration and Execution ¢#sasy, shall be closely
examinedto see that theefderation hataken steps to protect and preseitge

assets.
11.1.4. Verificationof Employees Matters

Whether the Vanitha Federation has got approved the staff pattalhbe
verified. The particulars of employees shall be checked, considering the points

elaborated in chapter X of part Il of the Kerala &merative Aidit Manual.

11.1.5. Verificationof immovable assets

The immovable assets such as land and building shall be verfiether
the property is in the actual possession and custody of the fedevdigther taxes
such adand tax, building tax are paid promptly should be ascertained. The original
deed as well as the encumbrarmertificate maybe verified. The egister of

immovable assets shalsobe checked.

11.1.6. Collectionof Deposits

The Registrar of Goperative Societies had permitted the Women
Federation to allect deposits from PACS. Theuditor shal verify the deposit
ledgers tosatisfy that the rate of interest paid irs conformity with the rate
prescribed by the Registrar.

Read. 1. Circular No. 17/202ated 6/3/2020 of Registrar of perative
Societies

2. Circular No. 36/2020 dated 15/05/2020 of Registrar cb@erative
Societies
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ChapterXI

11.2. AUDIT OF PRIMARY WOMEN CO -OPERATIVE SOCIETIES

11.2.1  Introduction

11.2.2. Deposits

11.2.3. Borrowings, maximum borrowing power

11.2.4. Financial assistances tioe Women -operatives

11.2.5. Interest receivable and payable

11.2.6. Loans and Avances

11.2.7. MDS /other deposit schemes

11.2.8  Verification of branchdaunits

11.2.9  Verification of training centres/nursing schools/créchesigilhomes etc
11.2.10 Reconcilation of accounts with apex federation and other societies

11.2.11 Self help Goups

11.21. Introduction

Women Ceoperative $cieties arerganized with the objeoe of ensuring
employmat opportunities among the uneloyped women and toachieve
economic and social progress and prosperity among the@seco-operatives aim
at promoting savings mentality and habits among women and condumtis/a
deposit schemesThey arrangefinance needed for managing the businesses
undertaken by the memisaof the ceoperative societiedn order to attain socio

economic prosperity and welbeing of women, these @perative societies
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undertake the follomg activities Cottage and small scaladustries Consumer
StoreMaveli Store/Stationary StoresNeethi StoresMargin - Free  Shops,
Readymade garments unitextile shops,Knitting/tailoring unit, Catering unit,
Coffee shop,CanteensRedaurants,Hostels,Old age homesCréches,Day Care
Centres, Chittty/ Kury/Benefit fund, Assemblagend repairs of home appliances
book binding,note book manufacturing and salgardening,orchid/floriculture,
food products, curry powder, pickles, beverages training and capacity
developmentskill development of womerentrepreneursThe above list is not
exhaustivadepending onhte local geographical potentialhe guidelines provided
as per part of the KeralaCo-operative Audit Minual shall be adherdad while
auditing the Vomen Co-operative. Since the Women &operatives undertake
most of the activities by the Primary Agricultural Credit-QperativeSocieties
the guidelines provided in chapt€R) of part Il of the Keral&Co-operativeAudit
Manual shall o be referredio while auditing these primary Women ©perative

Societies.

11.2.2. Deposits

The following points shall be ascertained while auditing the deposit
accounts

I. Whether the women eoperative society has provision in its bylaws
permitting collection of deposits

ii. Whether the society has verified the KYC details and collected the copy of
identify proof andkeptit in the society

lii. Whether the society hamid interest in accordance with the rate prescribed
by theRegistra of Co-operativeSocieties

Iv. Whether the society has maintairted deposit ledgenrgp to dateposting all
transactions in respect of deposits
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v. Whether the statement of deposits agree withBhlanceSheet figuras. If
any difference is notedt, should be verified in detadnd provision may be
created in case of difference

vi. Whether the society has adoptsdb rulesfor deposits, approvedy the
Registrar.

11.2 3. Borrowings maximum borrowings power

The auditor shall examindaé borrowings of the society teatisfy that the
cost of borrowings is moderate and reasonable borrowngs ledger shall be
verified tosee that it agees with the Generalddger andday Book. The maximum
borrowing power shall be scrutinised atisfy tha the limit prescribed as per

bylaw is followed

11.2 4. Financialassistancefo the WomenCo-operatives

The guidelindor the sandgon of financial assistance to Mhen Cooperative
Societies byway of subsidy and share capital was issued as&speno. 21/2019
Co-operation dated 1/6/2019 The auditorshall examine the guidelines to dbe
utilisation of granfsubsidy or share capital satisly that the amount was utilised
for the purpose for which it was grantedihe repayment of share capital
contibution shall be scrutinized tsatisly that promptrepayment was madét

should be ensured that the dividend due to the govetrimemittedpromptly.

(Ref. Circular No. 1. 59/202018 dated. 15/11/2018 of Registrar ajpg@oative Societies
2. 1520205 dated.25/03/2015 of Registrar of Cepperative Societies
3. 3820205 of Registrar of Cepperative Societies

11.2 5. Interest receivable and payable

The interest receivable on account of loans and advances and the interest
payableon deposits shall be checked datisfy that the receivable as well as the
payable amount is arrived at precisely and provision was made in respect of
overduenterest.
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11.2 6. Loans andAdvances, IMBRandoverdueprovisioning.
The auditor shall examine the following while auditing the loansaaivdnces:

1. Whether the loan is sanctioned by Bward ofDirectors,

2. Whether theAgreementBond was executed before the disbursal of the
loan amount,

3. Whether Gehawas registered for loan \&he propertys mortgaged,

4. Whether thesuretiessignedthe Bond/Agreement as cobligates

5. Whether the rate of interest was in accordance with the rate notified by the
Registrar,

6. Whether the details of the borrowas well as the amount of loan
posted in the loan ledger,

7. WhetherninstalmentdEMI wererefundedregularly,

8. Whether legal action wasitiated against the defaulter,

9. Whether thebooks andregisters in respect of loans, advances were
maintained asentionedn Rule 29 of KCS Rules,
10.Whether the over dues ofipcipal as well as interest wem®nsidered
for provisioning as per prudential norms,
11.Whether ecovered instahents vere posted in the personal ledger
properly,
12.Whether the statements of loans and advaasEs conformity with the
BalanceSheet,
13.Whether the limit prescribed for disbursal of loans was strictly followed
In every case.

11.2.7. MDS/ other deposit schemes.

If the society conducts MD8ther deposit schemes the auditor shall
adherdo the guidelines provided in chapt& of the part Il of the Kerala
CooperativeAudit Manual.The auditor shall verify the statements of outstanding,
MDS/deposit scheme tsatisfy that it is in conformity with thBalanceSheet.If
any discrepancy is foundt should be enquired in detadnd adequately
provisioned.

11.2. 8. Verification of business unit
The business units run by theowlen Cooprative shall be scrutinized see

that they arerunning in profitThe Manufacturing, flading account,Profit and

Loss Account as well as thBalanceSheet of each unit shall be prepared and
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financial ratio analysis made to check whether they are making profit orltoss.
case of manufacturing units/ production unitsfunn analysis shall be adherexd

Whether proper books and registers amg kethe units shall also benquired.

11.2.9. Verification of trainingcentes, nusery schoolsgreches/oldage homestc.

The omputer traimg centre for women, tailoringeatre, Driving Shool,
etc. shall be verified tgsee that thencome from the units are incorporated in the
societyds account s.

11.2. 10. Reconcilation of accounts witthe ApeXederaton and other societies
Periodical reconiliation of transactions withpex federation as well as other
cooperative institutions shall be ensur&hde auditor shall verify the reconciliation
statement tsee that the accounts are correctly reconchtsl shall examine the
transactions to know whether the outstandingount issettled or realisedf long
pending amount is noticed, it shall be verifigad written clarification from the

chief executiveshall be called for

11.2. 11. Self-help groups

The transactions with the seffelp groups either by way of loans and
advances or subsidies shall be examinedcase of loans and advancdse
repayment details shall be ascertained from the personal |etigersubrule
pertaining to the selfielp groupsshall be examined and ensured that it was

approved by th&egistrar.
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ChapterXI I

AUDIT OF TOURISM CO -OPERATIVE SOCIETIES

12.1 AUDIT OF KERALA STATE COOPERATIVE TOURISM
FEDERATION LTD (TOURFED)

12.1.1. Introduction
12.1.2. Tourism Activities
12.1.3. Reconciliation of Acounts

12.1.1. Introduction

The Kerala State Coperative Tourism Federation Ltd. (TOURFED) was
established with the purpose of organizing Primary Tourisro@@rative Societies
to facilitateinfrastructure development in theutism sector. It initiates Tourism
Development Projects in different fields of Tourism such as Ayurveda Tourism,
Echo Tourism, Adventure Tourism, Pilgrimage Tourism, Farm Tourism, Village
Tourism andCultural Tourism. It providesour packages to theurists from inside
and outglle Kerala. Establishing AyurvadResorts, hotels, arranging house boats,
luxury coaches and tourist cars for the serviceoofists Tourism Federatiotries
to attract maximum tourists to our statdt offers booking sendges forrail, road
and ar travels for the convenience of tourists. It aims at funatigras a channel
agency for the technicalinbincial and administrative functions of tourisnctee.
The federation provides technical and financial adviceéhe affilated soceties
and takes upraining and empowerment of theiman resources engaged in the

tourism services.
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12.1.2. Tourism Activities

The burism activities to augment and promote infrastructural development
of Tourism Sector by the Tour Fed shadl €rutinized. Whether the federation has
obtained necessary approvals from the authorities| be enquired. Each project
or scheme undertaken by the federation shall be examiretwe that all income
generated out of therogammesare brought © the books of accounts correctly,
and the expenses incurred are reasonable and competitive. It should be ensured
that the rules and procedures were followed while incurtiegetxpenditure. All
books and egisters necessary for the industry shall bet kgpto date and the
auditor shall examine them in detail. The profit and loss of each project shall be

prepared separately and analysed to make a conclusive decision.

Ref. 1. Circular No. 51/2019 datke4/12/2019 of Registrar of Gaperative
Societies

2. Circular No. 32/2020 dated 30/04/2020 of Registrar cb@erative
Societies

12.1.3. Reconciliation of accounts

The federation shall adopt a periodical system of reconciliation of accounts
with Primary Tourism CaperativeSocieties and the institutions, to which isha
financial transactions. Theiditor shall verify he reconciliation statements to
satisfy that the accounts are reconciled properly. The transactions of next period

may also be checked to satisfy the redatmon.
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ChapterXI I

12.2. AUDIT OF PRIMARY TOURISM CO -OPERATIVE SOCIETY

12.2.1. Introduction

12.2.2. Source of funds

12.2.3. Financial Assistances
12.2.4. Tourism Activities
12.2.5. Deposits from members
12.2.6. MDS/DDS

12.2.7. Loans andAdvances

12.2.8. Reconciliation of Accounts

12.2.1. Introduction

Tourism Cooperative Societies are organized with various objectives to
promote tarrismin the state. The Primary objective is to augment the employment
opportunities through tourism activities. To reach this destination, the tourism co
operative societies undertake numerous activities such as arrangement of travels
between touris centres setting up or tieup with hotels and restaurants, home
stays of hous boats for the convenience dautists, arranging trucking inilh
ranges and tourist atilitation Centres They pomote Ayurveda tourism,
Responsible tourism, Adventure tourism, Cudtutourism, Health tourism, Echo
tourism andHeritage burism. To attract more tourisfghe traditional distic and
cultural programmes are organized and promoted. They also arrange transportation
or travel facilities for the tourists by road, rail and &y chartering flights etc.
conducttourismcourses as well as training tbe tourist guides and tourists. In
connection withthe tourism week, the societies organize food fests, trade fairs and
exhibition cum sales of handicrafts and artistic iteffisey also undertake the
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propaganda for attracting tourists and ariges awareness campaigno
undertake reseeh and development irotirism activities is the most important
objectve of Tourism Ceoperative Societies hey also takeip consultancy wdr
for the promotion and growth adurism and related operations.

12.2.2. Source of funds

The auditor shall ascéain the sources of funds 8ee that the society had
tried their level best to mobilize the funds in order to facilitate the working of the
society effectively and efficiently.

12.2.3. Financial Assistances

The financial assistances received by the society by way of Grants/
Subsdies, ShareCapital Contribution,Loans andAdvances shall be verified see
that they wereaccounted properlin the society. The outstanding shall be verified
with the Registers to ascertain the accuracy of balancdse utilisation of such
financialassistances shall albe verified.

Ref. 1. Circular No. 59/2009 dated 20/12/2009 of Registrar efavative
Societies

2. Circular No. 15/2015 dated 25/03/2015 of Registrar ebferative
Societies

3. Circular No. 59/2018 dated 15/11/2018 of Registrar cbQerative
Societies

12.2.4. Tourism Activities
Various tourism activities undertaken by the Primary Tourisrorative

Society shall be verified in detail. The impactthe work shdlbe analysed to see
that it hashelped the promotion of tourtsin the state. The books arehrsters in
respect of the projects, schemes and units shall be kept up taldakeshall be
checked by the witor. The Profit and Loss account each project shall be
prepared separately and verified in audit to see that such prajecbeneficiato

the society.
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12.2.5. Deposits from members

Whether there is bylayprovision permitting the society for collection of
deposits is to be cheed. Whether the sub rule of deposits got approved by the
Registrar of Ceoperative Societies should be ascertained. The deposit ledgers may
be verified to see that all receipts as well as payments are accounted appropriately.
The rate of interest paid aeposits shall be checked to see that it is in conformity

with the rate prescribed by the Registrar.

12.2.6. MDS/DDS
The DDS/MDS if conducted by the sawieshall be verified in detail.

whether it is conductedith the approval othe Registrar, is to be verified. The
OVariyolad or sub rule as wel/l as the
scrutinized. The amount receivable as well as payable on accObMiDS/DDS

shall be verified t®atisfy that they are in conformity with theoks of accounts of

the society.

12.2.7. Loans and Advances

If the society makes loans @dradvances to its members, thedigor shd
check the loan applicationgsolutiors sanctioning thdoans,loan ledgers and
agreement or bond executed with th@rbwer. The repayment shall be vexdi

andlegal actiorensuredn ca® of default.

12.2.8. Reconciliation of Accounts

The accourgt with apex &deration and other financial institutionsabe
reconciled periodicallyThe aiditor shal examine theeconciliation tosatisfy that
they are properly reconciled.
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ChapterXII I

MISCELLANEOUS CO -OPERATIVE SOCIETIES
13.1. AUDIT OF SOCIAL WELFARE CO -OEPRATIVE SOCIETIES

13.1.1. Social Welfare Goperative Societies shall be registered irrespective of the
geographical limitations and usually witm area of operation of one or two
wards/divisions of Panclyats/Municipality/Corporation

Thesetype of Co-operative Societies all undertale activities for the
betterment of economic and social welfaret®members. In order to achieve the
objective, it shall carry out the consumer business by setting up shops and stores
for the marketing and sales of groceries, statiesend food articles. It shall also
undertake procurement and processing of the above items through its stores and
sales depots. The Welfare Operative Societies may be social Welfare Societies
or Residence Welfare or Farmers Welfare Socielibs. objedtes, functions and
features shall be similar and the differesbtall be marginal. The Social &Nare
Co-operative Societies shall rirome appliances showrooms for the convenience
and benefit of its members some cases, the Welfare-Gperative Societeshall
take up the public distribution system and manage ration shops for the supply of
food items and groceries. They shall organize Mini Trade Fairs and depots for the
benefit of consumers in association with otherdperative Institutions or Public
Enterprises. The Welfare Gaperative societies shall provide assistances to its
members for labour and employmemtade and commerceselfemployment
medical treatment and education of wards.

Co-operative Societies shall arrange for the purchase andfsadgicultural
produceof its members and shall organise the processingvahet addition of
such producend market it to ensure better remunerative prices to the members.
It shall also actas an agent of ta Marketing Federation and Kekarshaka

Federation in order to market tipeoduceof its members.
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The Welfare Ceoperative Society shall assist the members for the
construction of RecreatioGentes, Health Clinics, Cattle ieding Farm etc. It
shall also manage the maintenance and up keeping of the above institutions by

providing financial as well as human resource assistances.

The Scial Welfare Ceopeiative Societies shall undertallee management
of canteens, hostels foromen andother public welfare activities. The society
shall also take up the servicing of home appliances, electronic itemwlath it
had supplied. Marketingf fertilizers seeds and agricultural implements, and
agricultural schemes, providing services b@ tmembers suchs remittanceof
electricity chargeswater charges and different kinds oéxes shall also be
undertaken by the society. Dry cleaning Centre, DTP Centre, Photo ceéopg

etc.may also be run by the society.

13.1.2 Affiliation of theSociety-

Whether the society is affiliated to @perative Union and whether enrolled
in the Deposit Guarantee Scheme, ando@erative Risk Fund Scheme shall be

verified.

13.1.3 Borrowingsfrom Financial Institutions

The rate of interest onobrowings shall be compared with the existing rate.
The balance outstanding at the end of the year shall be compared with the
confirmation from the banks and financial institutions.

13.1.4 Financial assistancéom GovernmentNCDC etc -

The financial assistances by way of share capital contribution, Grants/
subsidies and loans @nadvances shall be verified ®nsure that they were
properly accounted ithe booksof accounts of the societyhe utilisation of grants
and subsidies and the repayment b capital and los and advances shall be
verifiedin audit.
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13.1.5 Collectionof Deposits-

The Social Welfare€Co-operative Societies shall condudifferent types of
deposit schemespart from savings deposits afixed deposits. The Day deposit
schemes like Pigmi degits etc. shall be verified to see that these are conduncted
accordancevith the approved sub rules of the Registrar. Home safe deposits shall
be collectedhrough HomeSafe Boxes. Thauwditor shall enste that the rate of
interestis paid in accordance with the rate prescribed by the Registrar. The balance
outstanding shall be examined with the deposit ledgers and &dedger. In
some societiestdde deposits may be collected in order to facilitia¢edistribution
of groceries and home requirementie pass boakshall be debited when a
purchase is made and the balance along with interest at prescribetalatees
refunded to the depositan the case of tade depositThe loan sanctioned on the
security of fixed or tem deposit shall be examined satisfy that the rate of
interest on loans is more than the rate of interest of the deposit.

13.1.8. Loans and Advances

The Welfare Cepperative Societieshall grantloars and advances to its
members. Usually ordinary loans, Business loans and Security loans may be
issued. The auditor shall ensure that the society dtakhg loan sub rules approved
by the Registrar of Goperative Societies. The auditor shall pay spedtahtion
to the following points:

I Therate of interestharged orifferent type of loans
i. The security, either mortgage or personal segurity
lii.  The bond or agreement execuyted

iv.  The refund of instanents

V. Legal actiomagainst defaulters

vi.  Share linking as per the direction of Registrar

vii.  The overdues of Board of Directors

vii.  Theprovisionof strong room andesurityarrangemenis
if Gold Loans are issued

viii. The proper appraisal of gold by experienced gold appraiser and
maintenance of goldack register

IX.  Whether the gold stock is adequately insured

X. Whether thee is periodical physical verification of gold stock
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13.1.9. Neethi StoreNeethi Medical Stores

The Welfare Ceoperative Society shall bmanagingNeethi Medcial Stores
and Neethi Stome for the benefit of customers in the area. The Board of
Management of the society shall ensure the proper maintenance k§ Bbo
accounts irthe stores teee that the stoseare operating in profit. Theuditor shall
check the account of the Neethi Medical Storewels as the Neethi Stores tees

that the annual stock verification is carried out properly.

13.1.10. Compliance with Food Safeand Security A2006

The Social Welfare/Residence Welfare/Farmers Welfareo&vative
Society which is carrying out the consunf@dd items shall complwith the
provisions of the food safety and security Act 2006e auditor shall check the

compliance
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ChapterXIII

13.2. AUDIT OF INSURANCE CO-OPERATIVE SOCIETIES

The idea behind the formation of Insurance-dperative Societies was to
provide seamless and effective insurance services to the consumers and to check
the flow of funds to privatensurance Comanies. Hence, the Quperative
Insurance Bcieties undertake the insurance business subject to the provisions of
Insurance Regulatory and Developmehthority Act (IRDA) 1999 and the
Kerala Ceoperative Societies Act 1969. The Societies have to comply with the
directives from the Registrar of Gyperative Societies as well as the Insurance
Regulatory and Development Authority (IRDA).

The auditor shall examine the whol&rangements made by the Insurance
Co-operatives and the insurance schemes as well as the poNbies shall be
studied and compared with the other popular schemes alive in the market. Whether
the schemes opteds the best available option, shall be wesl. The insurance
premium collected should be properly invested, in accordance with the provisions
of the bylaws as well as the terms and conditions of the insurance schemes/
policies.

The auditor shall see that the society lka&pt necessary books af@untsto

ensure that the premium collected, amount invested or remitted to other public

sector companies have been properly recorded and accounted.

It shall be verified and satisfied that the society is doing its business in
accordance with the provisie of the Kerala Goperative Societies Act, Rules and
Insurance Regulatory and Developménithority Act, and the circulars of the
Registrar & Co-operative SocietiesThe aiditor shall adhere to the guide lines
provided in Part | of the Kerala @peratve Audit Manual, while auditing the
Insurance Capperative Societies. It should be ensured thatstiwety keeps its
records andeagisters in accordance with the provisions and requirements of IRDA

as well as the Kerala Gaperative Societies Act and Rsle
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The insurance business transactiom®usd be properly recorded and
registers maintained. If the society acts as an agent, it should pay incentives to the
agents or field offices based on the collection of premmwamount, hence it should
keep egistes properly for premium receipts and remittance to the public sector

insurance companies.

The incentive shalbe worked out, verifying thesegisters as well as the
confirmation from the insurance companies. The transactions with the insurance
companiesand other financial institutions shall be reconciled periodically, iand
should be satisfied by thei@itor.

The auditor shall examinghe constitubn of the Board of Directors teee
that it is in accordance with section 28 of Keraladperative Sociges Act and

Rul es and Societyds byl aw.

Whether the Annual General Body Meeting was conducted in accordance
with section 29 of the KCS Act shall also be ascertained. Whethendhdatory
business as laidownin the Act werecompleted in the Annual General Body shall
also be ascertained. The staff particulars may be examined with reference to
Chapter X of the Part Il of the Kerala ©perative Audit Manual. The powers,
duties and responsibilities of the Board of Directorsiai@nan/President and
Mangling Director/Secretary/Chief Executive shallaseertained from the bylaws

to examine whether they have exerdigerformed/fulfilled properly.
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Chapter XII
13.3. AUDIT OF MOTOR TRANSPORT CO -OPERATIVE SOCIETIES

While auditing the accounts of the motor trangmo-operative societies, the
auditor shall pay more attention to the points mentioned below in addition to the

guidelines provided in the Part | of Kerala-Gperative Audit Manual.

a. Accounting of daily collectiomf vehicles
b. Cost of repairs and renewals; and

c. Proper maintenance of spare parts and tools.

In order to examme the daily collections, theuditor has to examine the

following records.

I Trip Card
il. Challan of Remittance

lii. Collection Register of Vehicle (Bus)

The trips card contains the vehicle number, date etc and also provides columns
for recording the numbeaf tickets sold denomination wis# is by means of this
card that the conductor works out the total number of tickets sold. The collection of

a day isremitted to the society by means of a challan.

Vehicle Mllection Register is opened with the dhal of remittance and is
intended to record the daily collections of all the vehicles, and Batta etc paid to the
operating staff. It is from this registehat total collection of the day is fed to
the Day Book. The ¥hicle (Bus) Collection Register contains columns for vehicle
(Bus) number, date, shift number, diaal number, ammt, name of the conductor

and driver latta etc paid to them
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In case ofdrry services, the rate is fixed p&ilometer. To hire a lorry, the
Parties have to book the lorry by paying an advance. After the transporting is
completed the lorry driver can receive the balance of hire charges and issue a
temporary receipt for the balee amount. The collections during return trip can be
made by the driver, by issuing temporary receipt. The collections by the lorry
driver have to be verified with reference to the duplicate of the temporary receipt
book, trip sheet etc. The society has issue regular or permanent receipt
thereafter. The wditor has to check the daily collections of buses and lorries
carefully.

In case of societies which run workshops, indents for the supply of spare
parts for the repairs of the vehicles should be signed bfoteenan. The replaced
or condemned parts should decounted for separately. Thed#or has to vouch

the issue of spare parts with reference to the concerned ledgers viz, the stock ledger
etc.

The stock register has to be checked with the indents and the log books of
the concerned vehicles. The stocks have to be verified at the close of the
accounting year.

With regard tothe consumption of petrol or oil it varies from vehicle to
vehicle and deendon the age of the vehicle. Theidator has to compare the
consumption of fuel, with reference to that of the previous year. The society should
send the vehicles for mileage test to the competent authority in time. If the study of
log book rereals anysudden increase ronsumption of fuel for a particular period
the matter should be examined irtaleand ascertagd as to whether there is any
convincing reason for the same. Theddor shall verifywhether permit from the
Motor Vehicles Department h&®enobtained for operating the services, in case of
Bus route services. It should be verified whettier society has maintained the

Collecton Register, Operationaldgjister and Tourist Bus Advance Register.
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ChapterXIII

13.4. AUDIT OF AUTORICKSHAW CO -OEPRATIVE SOCIETES

Apart from the general audit points referredin Part | of the Kerala Go
operative Audit Manual, the following points may also be considered while
auditing the Autorickshaw Coperative Societ®e

I. Allotment of Auto Rickshaws:The societies normally get allotment adfito
rickshaw chass, through state quota, on recommendation of Government/
Registrar. The @ditor has to verify whether the society maintains proper records
with regard to the purchase afto rickshaws also indicating the chesnumber,
date of purchase etc. He has datsexamine the procedure followed by the society
in the body building ofauto rickshawsand whether the work has been done
observing the necessary formalities.

ii. Allotment of Vehicles The vehicles should bellotted to members on
proper resolution of the managing comnett@nd according tthe priorities. The
vehicles should beegistered with theransport authorities and necessary taxes
remitted to ply the vahle on the road. Insurance policies covering the risk in
respect of each vehicle should also be verified. It should be verified whether the
total loan debited in the name afottee on account of a value of vehicle, cover all
expenses, incurred by thecsety to put the vehicle on road. The auditor should
also verify acknowledgements ioken of receipt of the vehicle and also Hire
purchase/Hypothecation deed executed in favour of the society hypothecating the
vehicle.

iii . Remittance of collections It should be ensured whether members were
prompt in remitting the daily collections towards the loan accoasmtipulated in
the agreementinstances of failure should be enquired in detail with special

reference to the action taken for recovery.

iv. Running of workshop It should be ascertained whether the members are
availing the services of the workshop. The economy of the workshop shall also be

examined in audit.
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v. Loans and advances If the society disburses loans and advances to its
membersit shall be verified with the Loan LedgeBeneral Ledger and DayoBk
and the minutes of the Board of Directors to verify the resolutions, sanctioning the

loans and advances.

vi. Verification of petrol pumps, pare parts shopgjriving schools srvice
stations, pollution testingeaitre etc-: The aiditor shall erify whether the society
has gt necessary permititences/approvals from the authority concerned such as
Motor Vehicles Department, Pollutio€ontrol Board, local Self Government

Departmenttc.

vii. Deposits or Deposit schemeH: the society colled depo#ts from its
members or condugtdifferent deposit schemesuch as Day &posit schemes,
Mutual Benefit schemesr dvlonthly Deposit schemes, theditor shall verify the
approved sub rulesf the scheme. The guidelines provided in chapter V of Part Il

of Kerala Ceoperative Audit Manual shall aldxereferredto.
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Chapter XII

13.5. AUDIT OF CO -OPERATIVE PRINTING PRESS

The Cooperative Printing Press shall be established to progigsity
printing to the book sellers, and other customers. The society shall own printing
press and carry on the business of printing, book binding and other works related to
publishing of books and periodicals aatreasonableate. The egisters kept irthe
press as well as the stock of items shall be examined carefullgeiaudit.
Whether the printing order form and the receipt of printing charges are in
agreement shall be ascertained. The society shall maintain books of accounts as
prescribed in the Re (Rule 29 of KCS Rulesppart from the bookandregisters
prescribed, the Goperative pmting press shall maintain thesgister of job
contract, work orderegister, register for papenk etc, podudion register, wages
register, ock register offinished goods etc. The auditor shall check theggstes
to satisfythat the accounts are kept in @ppropriate mannevWhether the society
had filed the returns and statame as stipulated in section 6@&T the KCS Act
shdl also be examined. Theastk register of every @m printed shall be verified to
satisfy that the opening stock added with the quantity of printed items and the
iIssued items added with the closing items tally. The purchase details of paper and

other materials, maintenance of pmgt machines etc shall also be examined.

The salary and allowancesages and other benefits paid to the employees
shall be verified. It should be ensured that the statutory payments due by the
society in respect of Employees Provident Fund/Pension Fund, Welfare fund etc
are paid orremitted promptly. Whether thantngal assistances receiveare
accounted in the books of accounts of the society shall also bedda satisfy

that the grantseceived were utilised properly.
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ChapterXIII

13.6. AUDIT OF LITERARY CO -OPERATIVE SOCIETES

I. Membership: Usually the membership in Literary €perative Societies
may be limitedo writers. If the bylaws provide for the admission of pessather
than those engaged in literary work, to a limited percent, the auditor shall ascertain
whether the society hasmplied with the limits prescribed.

li. Printing Section: If there is a printing press owned by the society,
printing works shall be done in that press itself, to the maximum extent possible.
Wherever deviations have been noted in executing the printing with other press, it
has to beexaminedwhether the societiias followed the normgbrocedurewiz.,
inviting of tendes/quotations etc. before entruggirthe work with other parties.

The pinting order form giverirom the Publication Department fprinting should
be checked with the registeejit in the press to ascertain whether manuscripts of
books given for printingire kept unattended for long.

The auditor has to ascertain whether the society has observed the necessary
formalities for purchasef paper ink and other materials. While examiningrihe
the auditor will make an assessment of the consumption of printiagemals
required for printing a specified number of books, with those issued for the
purpose and decide whether they are reasonable. He will also enquire about the
percent of wastage, if any, allowed by the society and compare it with the actual
wastage.The printing unit shall be assessed and, short comings if any, shall be
reported with suggestions for improvement.

iii. PublicationSection All publications shall have the prior approval of the
Board of Directors. As the books are topelished as pepriority, the aiditor
has to examine the deviations, if any,nfrahe approved policy and sedether
such deviations are justifiable. In case the society takes up printing, publishing and
sale of books at its cost on behalf of authors, care should ée taksee that the
society takes up the printing and publishing of books which are saleable, in order
to avoid locking up of money.
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(a). Copyright Investment Register The auditor has to ascertain whether the
committee has laid down specific norms fofing the value of copyright and
whether these norms have been followed.

The copyright investment register has to be examined to ascertain whether all
the titles have been published or whether they are ready for publication. In the
case of titles pendg unpublished for long, the reason for such pendency shall be
ascertained. The copyright agreement may be checked with copy kgbhtment
register, the day boolith the voucher for payment of amount and with the
copyright investment register.

(b). Royalty- In case, of books published on royalty basis, the royalty
agreement has to be exandnt ascertain whether the agreement has been
executed as soon as the selection of title is made. It should also Heiasder
whether the society hgwinted and sold onlythe number of copies as agreed.
Printing of books beyond the valid period of agreement should also be located in
audit. If it is for prepublication sale, the agreement must have been executed
before starting the work of pgublication. Sine the offer of prgoublication
concession extends to a specific period only, it may be ensured that such
concessioswere allowed only to those who remitted money within the timet limi
specified for the purpose. $mthe royalty payable is calculated thie basis of
books sold, thauditor will verify the stock register teee that no excess payment
is allowed on this account. Statement showing the sale of books, amount of royalty
payableetc shallbe prepared both for publication angtdbution of book. The
auditor will also examine the subsidiary rules, if any, framed by the society for the
paymentof royalty and ensure that there is no violatidine concerned board
resolution shold also be verified.

Iv. Distributionsection The terms of agreemeaf distribution ofbooks has
to be verified in order to ascertain the mode of payment of sale proceeds,
commission etc. It may be ensured whether payment has been made to the party,
before the actual sale of books, which is against rules. It may beedexiiether
payment oraccount of sales of books, hlasen made entirely on the basis of the
half yearly verification of stock at variouBepots/Agency/BranchesProper
realization of commission on sales is another important aspect Wwhgho be
looked in to by the waditor. It should also be assessed whether the commission
realised on sales is sufficient to meet the expenses in connection with the sales of
such books.
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v. Agency System-:Accounts relating to the agencies are to beckbe.
The agreements executed by the agencies should be verified to assess the security
deposit to be furnished by thgency,the maximunwvalue of bookghat could be
entrusted to the gency for sale etq and regarding the fulfilent of those
conditions The liability register, in 1gpect of each agency should dieecked to
ascertain whether the agencies remit the sales proceeds regularly as p&f terms
agreement and the periodicatonciliation of balances outstanding with them.

vi. Closing stock: The method of arriving at cost price for calculation of
closing stock is an important factor. Unrealistic calculation of closing stock shall
affect the préit or lossof the society.

a. Publication BooksThe opening stock of books at face value and cost
price/value willbe taken from the previousudit certificate. The face value of
publicaton books published during thaudit year will be added to the opening
stock of books at face value and the total arrived at. Similarly, along with the
opening stockof books at cost price/value, the cost price/value of bd@aksch
include material cost, rmting expenses etc.) published during the year will be
added and the total cost price/value arrived at. In order to calculate the percentage
of cost to face valuef books, the total of cost value/price arrivegdaast above will
be divided by the total of face value. The annual verification of stock will reveal
the face value of closing stock. Multiplying the face value of closing stock by the
percentage of cosprice will reveal the closing stock at cost price for the
preparation of final accounts.

b. Outrightpurchases In case of outright purchases of books, cost price will
be the actual purchase price. The cost can be arrived at by deducting the
commission arned in effecting the purchase. The method of calculation of
percentage of cost and assessment of the value of closing stock at cost price will be
the same as in the cost of publication books.

c. Charging of depreciation obhooks: Depreciation has to be charged on
books according to the age of books. The rate at which such depreciation has to be
chargel will be fixed by the Registrar from time to time.hd rate now fixed is as

follows:
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I. No Depreciation on books which are ugbtgears old

ii. Depreciation @ 5% to be charged on books which are 5 to 10 years old

lii. Depreciation @ 10% to be chadyen all books which are more than 10
years old.

vii. Different Book clubSchemes :These are schemes designed to boost up
sale of books. It may be verified that such schemes have been started on proper
resolution of the Board of Directors of the society. The sub rules formulated for
each sheme should be examined. Thel#or has toascertain whéier they are
complied with

viii. Branches:The control of sales units/branches will be exercised by the
sales wing of the Head office of the society. The books/publications for sale will
be distributed among theranches from the main down. In order to ensure
proper accounting of books transferred from the main godown to branches the
transfer bills of books issued by the godown keeper have to be checked with the
liability register/stock register maintained at branches. With regarcdtohiacking
of sale proceedsf branches, theualitor will check the daily extracts of sales with
the ledger and the ledger with the Day book. Whether the branches are operating
econonically shall be checked by theditor.

ix. Reconciliation of Branch amunts It should be ensured that the society
conducts periodical reconciliation of braretcounts.

Monthly reconciliation of kad offie account with the accounts of
publication, dstribution and the sales wings of the society should be ensured.
Similarly reconciliation ofa g e natcousts with dad office account is also
necessaryThe working results of each unit shall be assessed realistically and
deficiencies if any pointed out indicating suggestion for improvement.

The auditor has to checkvhether all the stock in sae&lepots, godowns,
press, kad office etc. are adequately insured and the policies kept alive.

x. Verification of BookFestival: The impact of Book Festivals on books
sales shall be assessed and d@Rpenditure on account dle festivals shall be
reviewed.
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xi. Financial assistance from Governmelt¥hether financial assistance
sanctioned by the Government have been duly accounted in the books of accounts
of the society is to be ascertained. The utilization of grants andimgshd be

examined and proper ushktion ensured.

282



ChapterXIII

13.7. AUDIT OF LIFT IRRIGATION OF CO -OPEATIVE SOCIETIES

Lift Irrigation Co-operatives are setup in rural areas for supporting the
farming activities by facilitating therrigation of agricultural land. The society
arrangs for the agricultural development works, making canals and rivers and
bunds. The lift irrigation societies shall also undertake the lift irrigation projects
within the area of operation of the sociefyhe water charges received by the
society shall be verified and it shall be compared with the rate approved by the
Board of Directors. The pumping of water shall be examtoesiatisfy that the
pumping clarges received by the society ataly accounted inthe books of
accounts. The rate approved by the managimgnaittee shall be scrutinised $ee
that the society has received the pumping cleaagjehe same rate. The expenses
incurred on the pumping of water shall be verified. The maintenance and adpairs
the motors as well as the motsheds shall be ascertainedsiee that they are
reasonable. The electricity charges paid and the pumping charges collected by the
society shall becompared with.The auditor shall verify the resolutions of the
Geneal body. If the Annual Generaldgly is not held, it shall be reported to the
administrative departmen@hetherthe Annual General &ly Meeting las been
conducted and the society hagproved the statutory reports shall be ascertained.
Whether the Budget fdhe forthcoming year is approved shall be ascertained. The
society shall maintain books of accounts in accordandeRuite 29 of KCS Rules
and the auditor shall verify the samesstisfy that they are properly maintained. It
should be ensured that the firal Stock Verification is carried out iaccordaoe
with the directions of RegistrgRef, Audit Manual Part | Chapter IX)
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ChapterX1V
AUDIT OF OTHER TYPES OF COOPERATIVES
14.1. AUDIT OF INDUSTRIAL CO -OPERATIVE SOCIETIES

14.1.1. Introduction
14.1.2. Production and Processing
14.1.2.i)) Use of Raw Materials
14.1.2(ii) Receipt of Finished Gods
14.1.2(iii) Payment oWWages
14.1.2(iv) Costing
14.1.2(v) Price Fixation

14.1.3. Out turn Analysis

14.14. Reconciliation of Accounts
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14.1.1. Introduction

The Cottag and #all scale industrial units play a significant role in the
growth and prosperity of the rural economy. The production and services related to
pottery, carpentry, blacksmithy, leather products and metallic industries are
organized under the auspices of tmelustrial Ceoperative Society. Various
products manufactured by these production units shall be satisfying the demands of
the consumers. The rural employment opportunities shall be augmented through
these small scale and cottage manufacturing unitsmBmeifacturing units may be
placed either in théactoriesset up by the society or in the workshops of the
members itself. The cottage and small scale units are categorised into modern
industries and traditional and heritage industries-oferative Socigts were
registered exclusively for weavers, coir weavers and manufacfistesrmen and

dairy farmers, which arseparately dealt with in this &hual.

14.1.2. Production and Processing
The Industrial Ceoperative Societies carrgut the manufacturing and

processing of different productBor this purposethey have to setip plantand
machiney and workshopsThe purchase of equipmeahd machiner shall be
verified by the auditor to ascertain whether rules and procedures bfggescwere
followed. The society may be running the production units in its own workshops
or supplying raw materials to the members who shall return the protindtse
former casemembers may be getting wages on daily basis and in ttiee dase,

the members may be getting the price of the finished gdloas they have
manufactued. The cost of raw materiglshall be deducted from the price of
finished goods. The workers may be employed on piece rate basitasaditor

shall check the followg points with respect to the production and processing

activities of the unit.
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14.1.2.(I) Use of raw materials: The society should keep a specification chart
indicating distinctly the raw material required for producing a particular item. The
guantity of raw materials issued to a member, to manufacture a particular product
shall be compared with the specification chart to ascertain whether they had a
reasonable correlation, if there is high level of variation, such cases should be
enquired in detail. Téa raw material issueshould bechecked with the register.

The auditor has also to ensure that the society has an efficient system of inventory

control and the stocks have been adequately insured and the policies kept alive.

14.1.2.(ii) . Receipt of finished gooddt should be ensured that the finished goods

delivered is properly accounted in the soci€fhhe raw material issueegister

should be compared with the register of finished goods.

14.1.2.(iii) . Payment of wages In order tomaintain the high quality of finished

goods, technical advice should be available to assess the workmanship of the
finished products and to decide on the rate of wages payable in respect of different
varieties, if piece rate system is followed. While d¢eg the wages, the auditor

shal ensure that wages habeen paid only in accordance with the rate fixed by

the technical experts. This can be ensured by checking the wages register/muster

rolls, with the approved schedule of wages.

14.1.2. (iv) Costing: The elements which constitutieettotal cost of any product

are (a) Direct expenditure (b) Indirect expenditure. Direct expenditure includes
material costlabour and direct expensésdirectexpenses includegke marketing

and distribution expenditure, factory expens#fice or administrative expenses

etc.

286



Every production unit should have an estimate of the probable cost of a unit
of a particular commodity rpposed to be produced by the statement whic
shows the estimated costs is termed as cost sheet. The total of factory cost and
office overhead will be the cost @roduction or actual cost. Theuditor may
compare the actual cost of a particwart with the estimated cost see how they
correlate If the actual cost exceedset estimated cost heavily, thaditor has to
investigate the reason for such increase, and appraise the Board of Directors about
it. He shall examine whether the increase in the cost of production has been
noticed in direcexpenditure or indirect expenditure or has occurred as a result of

non production of the items to its optimum level.

14.1.2. (v) Price Fixation: The selling price of a product is decided by adding a
fixed percentage of profit on thetaal cost of th@roduct. The aditor shall verify
whether the sellingrice has been fixed, taking in to consideration all the factors
related to the productioand marketing of th@roductsubjectto the approval of

the Board of Directors or subcommittee.

14.1.3. Out urn Analysis

The raw material and inputs applied in the manufacturing process should
have a correlation witthe output or finished good$he aiditor shall ascertain the
percentag®f out tum in respect of each productgatisfy that thepercentage level
of out turnhas been maintaindd each batch of production. If any considerable
variation is noticed in the percentadpe shall make a detailed enquiry and reason
for such shortage shall be reported. Natural and usuaétions in thgpercentage

of out turn shall be considered.
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Chapter XV

14.2. AUDIT OF RUBBER KARSHAKA CO -OPERATIVE SOCIET IES

14.2.1. Introduction

Primary Rubber Karshaka or Rubber UlpaddBe-operative societies are
started with the area of operation of a village or a Taluk. The major ieljetthe
society is to assist theibber growers for the scientifialtivation of mbber. Tle
Rubber Karshaka Coperative $8cieties shall makearrangements for the
availability of high yielding ubberplants. They shall also arrangéber nurseries
for the distribution of better quality plants. The small scale rubbeneie are
unable toarrangesprayingof copper sulphate and other medicings,it requires
aerial spraying with the help of helicopter. Henttee cooperative society shall
arrange for the aerial spraying by taking the helicopter on rent and the members
shall be chaged according to the extent aftiber trees sprayed. The-operdive
society shall purchase modesquipmend required for theubber cultivation and
shall let it to the members for their use. They shall also take up the collection of

latex and other products and enable their sales at moderat@asadgents.
14.2.2. Collection of Deposits

The various deposit schemes undertakenhlysbciety shall be verified see
that they are having approvedb rulesand approval of the Registrar. Retog
deposits, savings deposits and fikedrm deposits may be checkedtlwithe
ledgers and Day book.

14.2.3. Maintenance of Fluid Resouce
The aiditor shall ensure that the society maintains fluid resources in
accordance with Rule 63 of the Kerala Cooperative Sesi&ules. He shall verify

the register of fluid resourcés satisfy that the society has kept the fluid resources
sufficienty.
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14.2.4. Credit Deposit ratio

The credit degpsit ratio shall be verified tensure that the society keeps the CD
ratio at a higher level. If the ratio i€low the minimum required, treuditor shall
enquire intat and the reason for such a low level shall be analysed and reported.

14.2.5. Membership in statutory schemes

The Auditor shall examine whether the society kbasolled in the statutory
schemes such as Deposit Guarantee schemepé&rative Risk fund Scheme etc
for the benetiof the members of the society.
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Chapterxiv

14.3. AUDIT OF LIME SHELL CO-OPERATIVE SOCIETIES

The limeshell collected by the members from various lakes and back waters
shall be procured by the society. The limeshelbperative societies are registered
with the objective of improvement of economstatus of the membersby
implementingthe schemedor the enhancement of the employment opportunities
of the members. The amperative societyshall mobilize funds by way of
borrowings from banks and financial institutions for the management of limeshell
business. The society shall act as an agent ésdlke of limeshell after processing.
The quick lime or burnt lime obtained tlugh processing of lingkell shall be
supplied through agencies or franchisees. The lime shaktg may be running
provisionstores and consumer stores for the benefit olmbers. The society shall
provide loans and advances to its members foptinehase of tools and equipment
necessary foshell mining as well as for therocessing of lime shell. Theuditor
shall examine whether theociety hasa valid licence for lime &l mining and
whether it is sublet to the members as per the resolutions of the Board of Directors.
Whether the members had supplied the lirnellscollected to the society dhe
same day itself, shall be ascertairedlwhether the payment of value ahkeshell
was made in accordance with thevision of thebylaw. The vale of lime shell
collected by the members and supplitedthe society, shall be paitie rate as
prescribed in the bylaws. Theuditor shallverify the bylaw provision tesatisfy
tha the rate prescribed in the law is compliedwith and applied to all members
uniformly. Whether any member collects lime shells and sell it to any other
agencies other than the society shall be enquired by the Board of Directors and if
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any such instancesrea noticed, such members shall be removed from the
membershipf the societyin accordance with the klaw as well as the provisions

of the KCS Act and Rules and thedstor shall verify whether the procedures were
strictly followed in such removaWhetherthe society had prepared necessary sub
rules for the business of the society and got approved by the Registrar shall be
ascerained. The otherbusinesss undertaken bthe socigy shall alsobe verified

by the aditor. The depods if collected by thesociety,shall be checked in the

audit tosee that théllowing points are satisfied:

The soeety has provision in the bylaenabling the collection of deposits
The society has sulles for the deposits approved by the Registrar.
The rate of interestgud is in accordance with the directives of Registrar

The society keegpbooks of accounts andgisters for the deposits collected.

o~ DB

The society keegfluid resources in accordance with Rule 63 of KCS Rules.
The Auditor shalexamine thdollowing pointstoo

1) Whether the society Baconducted the annual Generabdy meeting and
fulfilled the mandatory obligations

ii) Whether the soety is affiliated to the G-operativeUnion.
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ChapterXIV

14.4. AUDIT OF WASHERME N CO-OPERATIVE SOCIETIES

14.4.1. Introduction

Washerma Cooperative 8cieties are established for ensuring and
augmenting the employmempportunities of persons engaged in washing and
laundry. It shall enable the members for improvement in their profession by
purchasing of equipmerfor washing ad sales to its members either on cash sales
or on credit basis. These type of societies shall arrange for installing laundry to
provide job opportunities to its members. The society shall undertake the activities

conducive for the wellbeing of its mers.
14.4.2. Special points to be examined
1. Whether the society has kept liggjisteredoylaws and categorical statement in

the society.

2. Whether the membership was restricted and allotted tpdis®ons specified in
the bylawsonly

3. Whetler the sub rule fodeposit hagot approved by the Registraf the society
is collecting deposits from its members.

4. Whether the society is paying interest on deppsiss per the directions of
Registrars of Cmperative societies.

5. Whetherthe electiom to the Board of Directors wa®ld in accordance with KCS
Act and Rules

6. Whether Annual Generaldgly meeting was held in accordance with section 29
of KCS Act and provisions compliegith.

7. Whether the Annual General Body meeting had the minimum required quorum

as specified in the bylaws.
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8. Whether the annual repprannual financial stements, audit report,uldget
profit appropriation and Bgw amendments werapproved by the Annual

General Bdy meeting.

9. Whether the society has got approvedsthie ruledor the loans and advances.
10. Whether appropriate legal actiomsvtaken on overdue loans.
11. Whether annual stock verification was condudtedhe society and whether

the auditor has considered the stock verification statement while arriving at the
annual closing stock.

12. Whether there is any defidoverdue in the loans and advances disbursed to the
Board of Directors.

13. Whether the society had filed returns and statements to the Registrar as
prescribed in section 66C of the KCS Act.
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ChapterXIV

14.5. AUDIT OF TODDY TAPPERS/PRODUCERS CO-OPERATIVE
SOCIETIES

While auditing Toddy Tappers/Producers-Querative Societies, the following
pointsshall be considered in addition to the guidesime Part | of the Kerala &
operative Audit Manual.

14.5.1. Accounting of business:Accounting of Toddy Tappers/Producers €o
operative Societies can be broadly classified in to three major heads.

a. Tapping of Toddy

b. Pooling and distribution

c. Sales through shops

a. Tapping of Toddy :

1. Coconut trees are hired Iblye societies and allotted to the tappers.
The rate of hire charges (Chethupattom) will be decided by the Board of Directors
of the society from time to time for tapping the trees, the owners are paid
Achet hupattomo direct aklymethyhesoagesy. Wd i ¢ h
andi tor has therefore to see whether 0
passed by competent authority.

2. Chethu cooly includes wages payable to tappers, charges incurred for
transporting toddy from the field to théosng place and the dearness allowance.
It has to be ascertained whether d&écheth
Board of Directors and are supported by bills duly approved by competent
aut hority. Si nce 0c hesehoti aguttanzd also, the i | | ¢
auditor will verify these bills to ensure that proper acknowledgements have been
obtained for payments made. Thad#&or has ao to verify the wage rolls on
account of payment mad e t owar ds AOr uk
allowances and dearness allowance.
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b. Pooling and Distribution :

1. Pooling : Toddy tapped are carried to the various shops/stores by the
tappers. Toddy will be measured and taken to stock by the shop managers/stores

managers and necessary entmaade i n the naKallu al avu
tappers. Wage bills are prepared by the managers from the books maintained at the
shops. Whil e checking the wage bill s,

be called for at random and correctness otakddy measured andeounted in the
shopsstoresverified.

The shop managerswouldbesendi a st or eeathadficeo 0 t 0O
i ndicating the stock of toddy in the ¢
memosoO recei ved f rstores, alconsdidatedestodk Iggr vih p s a n
be maintained at theelad office. It has to be cross checked dutimgaudit.
Whether the actual quantity measured and stored as per store memo tally with the
actual guantity measuchadhuacsoodsdhovbon il ot
head office by the managers. The store memos should also be checked with the
stock register.

14.52. Distribution : When the toddy pooled in the stores are distributed to the
toddy shops for sale, it has to be checkeldetherproper invoices and delivery

notes are prepared and signed by the store managers and adgeoMy the

Shop Manages . | ssues from the stores have t
Regi ster o/ Dai | yntanedoattte stére, sith denece, prepareda |

by the manager. The report of messengers who distribute the toddy to the shops
may also be checkedtwih t he O Dai | gentdbytlred®ke Managert, te me n t
see whether the supply as indicated by both reports tally.

c. Sales throulg shops :

1. Toddy received from the store and toddyany, measured at the toddy
shops by theappers, where there are no stores, are sold at rates fixed by the Board
of Directors. The shop managers wil|l
heal office indicating the stock of toddy, sales and other petty expenses incurred in
connection with the sale and the net sale proceeds handed over to the messengers.
The messengers account has to be clubakih the cily shop statemerat random

to see wether the toddy supplied at shop has been accoymggxbrly. While
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checking the vouchers of petty expenses at shops, the auditor should ensure that
incurring of such expenses is within their competence, and supported by proper
vouchers. In checking thessouchers the auditor may use his discretion to check
them entirely or at random or depend on the effective internal checking, if any in
force.

In order to ensure that all the sale proceeds entrusted to the messesmgers
remitted in the bad office. he messengers account may be checked with the daily
shop statement regularly. The liabilitiyany, of each shop manager is to be
worked out and reconciled dalily.

li. Destructionof Toddy :Unsalable toddy has to be destroyed or transported
to various distilleries as per permit. In case of destruction, it has to be ascertained
that destruction has been made under the supervision of competent authorities, as
authorized by the Managing Comiek. Reports on the destruction of toddy may
also be verified.

lii. Accounting of sale proceedsoddy sales receipts remitted in office by
the messengsras per challan ifirst accountedin he O6cash bookd me
O ash e rAs dnily abstract W be prepared and the shop eslreceipts and
expenses are @red in the main Day @k from the subsidiary cash book. It has
to be ensured whether daily receipts and expenses as exhibited in the subsidiary
cash book are properly carried over to themaay book and whether all the daily
receipts and payments are entered in the subsidiary cash book.

lI.  (a) Contribution to Kerala Toddy Workers Welfare Fundt has to be
ascertained whether welfare fund contributionthatrate prescribed under tlaet

havebeen remitted monthly to the concerned authority before the due date.

(b)) Remi t t anc eTreeTax aicK:I TBeftedbmson which the toddy
shops have been entrusted to the society, may be ascertained by verifying the
relevantordersinteiregar d. Ti mel y r elmé Bxetwrhaséasobe f 06K

verified in audit.
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(c) Abkari Act andRules: It may be ascertained whether the society has
complied with the statutory requirements, if any prescribed in the Abkararadt
Rules, in conductinghe bddy shops and other transactions related to it. Daily
receipt and sales of stock are to be reconciled in respeatb shop and store, and
eachstore and eal office. The aditor shall review the working result of each
shop durig the audit periodand appraisethe managing committee of its

performance with suggestions, if any, for improvement.

[ll.  Maintenance of Books of Accountdn addition to the books of accounts
specified in Rule 29 of the KCS Rules, the industry specific books and $edger
shall be kept up to da by the society. Productioregister Raw materials

register, @nversion register etc. shall be verifiedhe audit.

IV. Verification of Sub Rules The auditor shallexamine whether the society has
got approved the sub rul@s respect of ancillary activities such as collection of

deposits, disbursal of loans and advances and MDS/MBS/DDS schemes.
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Chapter XV

14.6. AUDIT OF CO-OPEATIVE CANTEENS/RESTAURANT

Special attention shall be paidhie auditing the cepperative canteens or

restaurants et&ollowing points deserves thaditorés attention.

14.6.1. Production Register/Conversion Register

Raw materials required for the preparation of various food items will be
suppled from the main stock of thénief cook daily/wekly which will be entered
in the production register/conversion register. It should be ensured that issue of
articles from the maintsck, are properlyaccountedin the booksof accounts
maintained by the heef cook. The relevant resolutions of the managing
committee/business committee fixingroduction ratiosof each unit of eatables,
with a specified quantity of raw materials, should be verified and it should be
ensured whether such minimum ratios havenshieved in producing finished

products by thelgef cook.

a.Number of meals thatan be prepared by cooking orikvgram of rice.

b. For preparing 100 cups of tea haownwuch quantity d milk, sugar and tea
powder isrequired or with one litre of milkhe number of cups of tea/coffee that
could be prepared etthe audibr shall ascertain conv&on ratio of each item by

checking the Productiocdnversiorregister.

The production regisr has to be checked with the salegister to see
whether the mtire production has been sold in the canteen and if not the
arrangements made to destroy perishable items.
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14.6.2. Liability Register

The liability register maintained #te kitchen, showing the liability of cook
in respect of articles supplied fromhe main stock, should be checked with
production register to sdhe cost of articles supplied to the kitchercomparison
with the cost barticles prepared. If there avade variationsthe causes for such

abnormal variations should be investigated.
14.6.3. CouporRedemption Register

Where sales have been effected on the basis of coupons sold in advance to
the members, the auditor should check thgister with the coupon issuegister
to ascertain that the total value of coupostdd in advancehas been correctly
recorded in this register in order to assess the actual liability of the saniety
meeting the demands of the members. Simildudydaily/weekly sales maas the
basis of coupon, should be entered in this register, reducing thigyialbithe
members. While preparing tHimal accounts, the outstandi@g revealed by this
register should be treated as a liability of the society. The arrangements made by
the society in destroying coupons reted on account of salskould be examirtk
It should be examined whether the society conducts periodical reconciliation of

unused coupons kept with the members.
14.6.4. Credit Sale of Coupons

In societies, where the system of credit sale of coupons is followed, the
auditor should check th@ersonal accounts of the members who avail such
facilities. The outstanding balances under this head should be treated as an item of

asset while preparing the final accounts.
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In certain societies, a different procedure is followed for issuing coupons
credit At the time of issue of coupons on credit, a loan equal to the value of
coupons issued on credit will be shown as issudiismame In such caseghe
auditor should check the loan ledger with the recovery schedules/statemeétd etc.

shallexaminethe credit salesegister as @il as the credit sales coupayister.
14.6.5. Compliance with Food Safety and Security 2006

The Canteen/Restauranto-@perative $8ciety shall comly with the
provisions of Food Safety ande&urity Act such asidensing etc, since these
societies are dealing with food articles as defingdhe Food Safety ande8urity
Act 2006.

14.6.6. Sub rules for deposits etc

It should be verified whether the gety had got approved from the
Registrar of Cepperative 8cieties, the subrules for conducting d@hd collection

of deposit schemes and deposits from its members.
14.6.7. Dairy Farms etc

The society shall be runningady farms or agricultural farms for obtaining
milk, ghee, vegetables etc for the use of the canteens or restaurants. In sych cases

the auditor shall verify all accounts andatrsactions related to the farm.
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ChapterXIV

14.7. AUDIT OF INDIAN COFFEE BOARD WORKERS CO -OPERATIVE
SOCIETY

14.7.1. Introduction

Indian coffee house is a restaurant chain in India, run by a series of worker
cooperative societies. Indian Coffé®use was established as a worker €o
operative in 1957 ands first outlets opened at Bangalore and New Delhi. The
chain of 400 outlets all over Indis, managed by 13 CGoperative societies, which
are self managed and symbolic of wodsandependence. IKerala theThrissur
branch started in 1958.

Thetwo Co-operativesn our state irthe name of Indian Coffee House are

I. India Coffee Board workers Cooperative Society Ltd N0.4227 Trissur
and
ii. India Coffee board workers cooperative Society Ltd No. 4317 Kannur
The administrative control vests withe Industries department in the case
of first cooperative society andepartment ofCooperation in the case of second

coffee workers cooperative society.

14.7.2. Employees Matters
Service particulars of the employeshall be verified irthe audit tosatisfy
that the directions of the Government and Registrar are complted Refer to

chapter X of Part Il of Kerala Goperative Audit Manual.
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14.7.3. Business of the Cooperative Society

The preparation of vegetarian andn-vegetariaritems with a unique rege
Is the most attractive featucé Indian Coffee Houses. The purchases for the food
preparation shall behecked tcsatisfy that a policy is formulated and a purchase
committee is monitoring the purchase operations. The quaatitl quality of
materials purchased shall be verified. As most of the products are perishable and
therefore norms should have been formulated in terms of maximum quantity to be
prepared at a time, judiciously managing the supply cycle as well as avoiding
wastage. The freshness and quality of the materials purchased by Branch Managers
Is to be ensured which shall be inspected by the authorised team from Head Office,
periodically. The maintenance of quality and safety of dishes supplied is of
supreme priorityin the Indian CoffedHouses, which is the major attraction of its
customers. Apart from the in house restaurant service§afiee Houses may be
undertaking external pantry contracts, parcel services, community pantry services
as well as door to door sas. The aditor shall @ through all these accountsdee
that every transaction of purchase as well dessssi ncl uded i n the
financial statements He shall examine the Production/Conversion Register,

Purchae Register, Stock Register andvance Register.

14.7.4. Pricing of Iltems

Whether there is a pricing policy, which takes in to accahetcooking and
preparation ast of food items and beverages)ether there is a mechanism for the
review of prices in accordance with market trend, aratease or decrease of
prices of groceries and other materials, and wages, electricity charges, cooking gas
etc are to be examinedlrhe prices shall be ratifiedpproved by the Board of

Directors, if there is a system sfibcommittee
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14.7.5. Marketing Strategy

The CoffeeHouses may be adoptingffdrent marketing strategies he
identification of certan branches as vegetarian anangoothers asonvegetarian
Is a fair marketing strategy attracting both tymé customers. The Auditor shall

examine the strategy dradvice the society if any chgais required.

14.7.6. Financial Analysis

The gross profit and the net profit of the society Ishalcompared with
previous yeas. In orderto have a scientific undstanding of its financial position,
various financialks well as operatingatios shall be worked ouReferto chapter

XII of the Pat | of the Kerala Cepperative Audit Manual for detaileglidelines.

14.7.7. Disposal of Waste
The arrangements made Hye society for the disposal of waste shall be
verified ard if found unsatisfactory, theuditor shall suggest measures for better

disposal methods.

14.7.8. Food Safety andesurity Act2006

Whether the society had obtainktensefrom the food safety and security
department and compliance with the food safety and security act 2006 is to be
verified.

14.7.9. Quality Control

Since the prospect of the society mainly depends on the better quality of
food items supplied in the ICHshdre should be a fair level of quality control
mechanismn the society.

14.7.10. Training to the employees

The workers should be enabled with better quality training on hospitality,
customer carehygiene as well as modern technicquef restaurant ranagenent
and sales managem
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ChapterXIV
14.8. AUDIT OF TAILORS CO -OPERATIVE SOCIETY

The persosawho are engaged imaitoring professiorand who have passed
Diploma or Certificate in tailoring shall be adttéd as members of the Tailors-Co
operative 8ciety. The society shall undertake schemes and projects for supporting
the members who have involved in sethployment projects. It shall provide loans
and advances to its members for dstablishment and expansion aildring units.

The society sHh arrange for the purchase odiloring machines andther
equipmentnecessary fosewing and tailoring works and sell it to the members at

reasonable rates, either on cash or cisahts

The Cooperative $cieties may be managing tailoring institutes for
providing vocational training to ghunemployed youths. Theiditor shall verify
the projets undertaken by the society to enstivat it has got necessary approval
from the authority concerned. Theiditor shall see that necessary bo@ksl
ledgers of loas and advances, deposits and monthly deposit scliBrag®eposit
Schemesremaintained in the societyVhile audiing the accounts of the society,
he shall verify the purchase details of machines and ensure that rules and
proceduresare strictly followed in purchases. The society shall be managing
stitching materials shop, tailoring institutes for men and women or exclusively for
women, tailoring unit or shops and showrooms for the sales of sewing machines

ard other equipments and machines.

1. Stitching Maerials Shop
Materials required for household tailorirgiall be supplied through the
show rooms. Theuwlitor shall see that the purchases and sales in the show room

are properly accounted and stock register is maintained properly.
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2. Tailoring Institutes
Whether necessary approwvabtainedfor running such nstitute from the
authority concerned shall be verifiddecessary books andgisters, for recording
the details of trainees, details of fees collected, payment of remuneration to the
master tailors etshall be kepup to date in the society. The auditor shall examine
it to satisfy that all transactions are entered in the Registers and ledgers.

3. Tailoring Shop
The works undertaken in the stitching unit should be properly recorded. The
work assignmets shall be verified with reference to the rate of each méwesrk.
The egisterof customets details shall be véied with the receipts and DayoBk.

4. Show room for sewing machines:
Sales showroom shall be opened by the society for supplyingédivag

machines and other equipmeatits members as well as to the public at reasonable
rates. The licenses obtained from the atriti shall be verified by theualitor. The
purchases and sales shall be properly accounted and incorporated in the main
acounts of the society. The Books of Accounts in the shawn shall be verified

by the auditor taatisfy that no purchasa sales omission happened ie tociety.

If any such instancés noticed, it should beeported immediately. The stock
register shalalso be maintairgcorrectly and checked by theditor to satisfy the
proper maintenance of closing stock, which should be verified periodically by the
Board of Directors or by authorised officials.

5. Otheractivities:
(a) MDS/DDS

The society may beonducting monthly deposit schemes or Day deposit
schemes for the benefit of its members. The guidelines provided as per chapter V
of Part | of the Kerala Goperative Adlit Manual shall be adheredo while
auditing such schemes. Whether the society hagmmoved the sukules for the
conduct of MDS/DDS shall be ascertained.
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(b) Hire purchase loan : The hire purchase loans issued to the members shall be
verified and ensured that repaymentade vithout any overdues. If there aaay
overdues, itlsould be taken up legally. Theiditor shall examine the legal steps
initiated against the defaulters. The loan ledger shall be checked with Day Book
and General Ledger to satisfy the outstanding balances.

(c) Deposits : The axiety may be collectingiXed /term deposits, savings
deposits and the special deposit schefoe the children of tailors and others.
Whether these are carried out with th@rawal of Registrar and with the sub rule
approvalshall be ascertained. The balance outstanding in respeeich deposit
shall be checked with thetatements,deposit ledger, Day Book and General

Ledger.
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ChapterXIV

14.9. AUDIT OF KERALA STATE CO -OPERATIVE INSTITUTE OF
INFORMATION TECHNOLOGY ELECTRONICS AND
COMMUNICATIONS LTD (COSTECH)

14.9.1. Introduction

The Kerala State Coperative Institute of Information Technology,
Electronics & Communications Ltd was registered witihe objedve of
undertaking and managingngineering colleges on information technology to
conduct Degree courses dnformation TechnologylIt aims to conduct Post
Graduate degree courses in Computer Applications and degree courses in
Computer Science, Electronics and Instrumentation and Electronics and
Telecommunications to garner endorsement from companies, indaistri
sponsorship for students in Cooperative Engineering collegesarket imported/
local software applicationt® the organisationsinstitutions and individuals in the
state to market imported/local computer and computers hardimatiee state etc.

The society shall also endeawoto set up ofechnology park from a marketing
network throughout thestate for the distribution of ardware/softwareand
accessories etc. It shall invite companies in India or abroad to setup their branches
in the technology @rks. The society shall associate with the universities, institutes
and companies in India or abroad for the accomplishmenth@fobjectives
pronounced. The COSTECH shall develop and market software required for its
clients in India and abroad. It shalsa develop Ecommerceapplication for the
Government orlocal/overseas clients. The Institute shallderiake training
programmes on dvanced software, training programmes for Government and

private organisations etc. It shall conduct hardware and neatwgorkaining
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programmes anaveb basednteractive training. The society shall also take up
consultancy services on IT related areas. It shall conduct research and development
for Government and Private enterprises. The society shalirafsart and export

electronic equipmerdand components required for various organisations.
The following pointshallbeverified by the aditor.

1. Whether the @ction to the society was held ame

2. Whether the financial assistances received from the Government was
accountd properly in the society. Whether it is utilised and utilization
certificate submitted.

3. Whether the instalments due to the Governméany,is beingremitted.

4. Whether the dividend on share capital contribution of the Government is
beingpaid

5. Whether the Annual Gener8ody was conducted in accordance with the
Kerala Cooperative Societies Act and Rules.

6. Whether thedBudget Annual Report and Financial Statemewtadit Report,
Byelaw Amendments, Net profit appropriation and election date ifviae
approved by the Generabdy.

7. Whether the Books of Accounts are maintained in accordance with Rule 29

of the KCS Rules.

8. Whether the returns and statemeanisfiled in accordance with section 66C
of KCS Act.

9. Whether annual stock verification was heldgerly in accordance with the
directions of Registrar.

10.Whethe fixed assets of the society averified and valued by theuditor
and whether it is in agreement with the stock verification statement and
Stock Register
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ChapterXIV

14.10. AUDIT OF KERALA STATE ENGINEERING AND TRANSPORT
DEVELOPMENT CO -OPERATIVE SOCIETY LTD (KETCO)

14.10.1. Introduction

The Kerala state Engineering and Transport Development Cooperative
Society was setup to cater to the needs of unemployed youths whoadifeed in
Engineering and technol ogical fields.
employment opportunities to the unemployed Degree or Diploma holders in
Engineering Computer Science etc. The society shall provide modern technical
and otherservices required by the transport and automobile industry at reasonable
cost and to provide them all articles, materials, fuels, oils, stores, maglspare
partsand accessories of good qualityaateasonable price. It shall also provide
better trangort service to the people atreasonable costt shall undertake the
estallishment and running of modernngineering workshops, spare parts
manufacturing units, service stations, body building units, transport services and
service stations, manufactuginrecharging and repairing of batteries, running of
spare parts show rooms and repairs, overhauling and reconditioning of automobiles
etc. In addition to the general points to be verified in accordance with the
provisions in the Part | of the Kerala ©perative Audit Manual, the following
points shall be specifically viéed by the auditor while carrying out theidit of
the Kerala State Engineering and Transport Developmerip€mative Society
Ltd. (KETCO).

1.  Whether the Annual GeneralobBy ha been anvenedas per provisions of
the Kerala Cooperative Societies Act and Rules and Bylaws.
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Whether the accounts related @ G-operative retreadswere properly
maintained and incorporated in the main accounts of the society and
verified by the aditor.

Whether the receipts and payments at the service station and workshops
were properly accounted and brought into the books of accounts of the
society.

Whether the accounts of the Neethi Auto Stoaes kept properly and
incorporated irthe books of accounts of the society.

Whether the accounts with theeistomers such as VSSC, IISTil @alm
India & KSRTC are reconciled regularly by the society.

Whether the income from the four wheeler workshop & service station were
included n the main accounts of the society.

Whether the society hasaintained all the books of accounts required as per
rules 29 of KCS Rules and whiger the aditor has verifiedthe Deposit
ledgers to sadfy that the ledger balancesatdh with the General
Ledger and Day Book.

Whether the society hasomplied with the rules and procedures of the
MDS/DDS as referred in Chapter &f Part Il of the Kerala Cooperative
Audit Manual.

310



Chapter XIV

14.11. AUDIT OF ARTISANS DEVELOPMENT CO -OPERATIVE LTD
(ARTCO)

14.11.1. Introduction

The Artisans Development Cooperative Ltd was registered for promoting the
economic interest of members, who are artisans, who have acquired their skills
traditionally, andare irvolved in the workof carpentry, masonry blacksmithy,
goldsmithy, other metal jewellery work, copper anwrize work, handicrafts,
pottery, cobblery, tailoring, bamboo and eeta works, traditional pappad n&tking
The society is envisaged as a nuutipose cooperative society having many areas
and avenues of activitieks work is concentrated on credit activities, marketing of
products manufactured by the artisans and alsthenconstruction sector. The
society was approved by the Gomment as an accredited agency of the
Govermment of Keralaso as to bable to undertake the projects ob@rnment
departments. ARTC@asexemption instore purchase rules from th@w&@rnment
Hence it shall be able to supply furtnire and other office equipmewithout any
tendering process. WReiauditing the accounts of the Artisans Developn@ot

operative Ltd, the followinggnts shall be specially examined:

14.11.2. Pointsto be checked

I. Whether the society has gapproved sub rules for deposdllection from
the Registrar.

2. Whether the society hd®pt all books of accounts as prescribed in Rule
29 of the KCS Rules.
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3. Whether the society has got permission for conducting MDS and such
deposit schemes arsapproved ie sub rules. Refer ©Ghapter V of thepart I
of theKerala Woperative Adit Manual for the guidelines fauditing MDS.

4. Whether the loans disbursed to the members are recovered without
defaults.

5. Whether any Government guarantes haensanctioned to the society, if
sanctioned, whether the society hasnitted the guarantee commission.

6. Whether the societigasmaintained properc@ounts in respect of Artisans

Family Welfare Scheme.
7. Whether the loan overdue and interest ovelltlane been verified in the
audit and whkther the societllas taken adequate legal steps against the defaulters.

8. Whether the society has maintained fluid resources as per rule 63%f KC
Rules
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Chapter XV

1412  AUDIT OF KERALA STATE ENGINEERING AND
INFRASTRUCTURE SERVICE CO-OPERATIVE LIMITD
(KEISCO)

14.12.1. Introduction

The Kerala State Engineering and Infrastructure Service®pEmtive
Limited, ( KEISCO),was formed by amalgamating the Kerala State Engineering
Consultancy and Construction ©perative Society Ltd. and Kerala Infrastructure,
Leasing and Financial Services Limited. The major objective of the society is to
generate more employment opportiggitamong the members. The society shall
undertake the building construction of local bodies andprative institutions,
and shall act as consultant as well asupervisor for such activitiesThe
OKEI SCO6 shall prepar e swelpas the achitectugal pr o j
and structural designs and drawing of building and structures. The society shall
prepare plans and estimates and tender documents of buildings and shall review the
plansandestimates already pregdr The maintenamcand repias, electrification
interna partition, fire fighting etc.shall also be done by the society. The valuation
of the building and undertaking of all enginegrprojectsshall be theactivities of
the society.KEISCO shall implement suchclsanes for providing part time
employment to the studés of engineeringcolleges under the Government, -Co
operative institutions and oth&elf financinginstitutions.

14.12.2. Points to be verified whikeuditing:

1. Whetherthe engineering supervisory work Haeen carried out by qualified
engineers

2. Whethetthe consultancy work is generating employment opportunities to the
members

3. Whether the society has got valid approval from the authorities for taking up
consultancy and building construction warks
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Chapter XV

14.13. AUDIT OF KERALA STATE HOMEOPATHIC CO -OPERATIVE
PHARMACY LTD (HOMCOS)

14.13.1. Introduction

Kerala StateHomeopathic Caperative Pharmacy Ltd is a statede co
operative working under the control and supervisiofidk Y U PEpartmen.
The Co-operative parmacy prepares and processesnéopathic medicines of
superior quality through standardisation unthex expert supervision of medical
professionals.tlsupplies lmmeopathic medicines to Government departments and
other public sector enterprisds shall also institute clinics and other centres for
the benefit of members. The society shall start medi¢arens and shall provide
advices to its members. Collection and distribution of raw materials shall also be
undertaken by the society. It shall pide free medical aid using the Common
Good Fund available fronthe net profit. Publication of Homeopathioyrnals and
other literatures and research inrheopathy shall be taken up by the society. It
shall also promote the Homeopathic system of treatment and shall participate in

exhibitions for the propagation of Homeopathic medicines
14.13.2. Purchase, Procesing ard Sales of Homeopathic Medicines

The society shall puhase raw materials and prepare homeopathic
medicines as per the guidelines issued by the ®@gntroller. Whether the
society has got a valilicence from the dugs controller shall be ascertained. The
quality of the medicines prepared and processed shall be ensured through
standardisation or quality control measures. The society shall make arrangements
for the sale of medicines prepared through its own depots orl@snthe auditor
shall examine the details of raw materials purchased and consumed for the
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preparation of medicines. It shall also be necessary to see that the stock Register of
raw materiés is properly maintained. Theuditor shall see that the open meirk
sales, interstate sales anckdit sales to Government departments are properly

accounted in the society.
14.13.3. Verification of Farm Expenses

The medicinal farm run byhe society shall be examined $ee that the
expenses incurred for the farmpsoperly accounted and supported with proper

vouchers.
14.13.4. Internal Inspection and Audit

The society shall implement a system of internal inspection and audit in the
society, so thait shall be enabled to manage the affairs of the society more

efficiently and effectively
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ChapterXV
AUDIT OF CIRCLE CO -OPERATIVE UNION

15.1. Introduction

As per section 88 of Kerala Guperative Societies Acthe Government shall
by notification in the Gazette constitute a Circle Cooperative Union for each circle
in the manner as prescribed. The details of the election to the circle cooperative
union shallbe ascertained. Thaiditor shall examine the des ad responsibilities
of the Circle @operative Union with respect to the prosperity and expansion of
cooperative movement in the circle. The propaganda and awareness programmes

organised shall be examined.

15.2. Register of Societies
The circle cooperativeinion shall maintain a Register of societiagth the

following particulars:

I Register number, name and date of registration of the society
i Paid up shareapital
iii.  Date on which affiliated to Circle Cooperativaion

iv. Detalls of collection of affiliation fee¢newal fee

The auditor shall examine thegister and ensure that the above particulars

are recorded properly.

15.3. Collection and Remittance of Affiliation fees to the State Union

Whether the affiliation fees and renewal fees are duly collected them t
societies and remitted tthe State Cooperative Union thie prescribed ratio (at
presat 25% of fees collected) shoul@ bscertainedThe aiditor shall check the

Registers of affiliation fees andmewal fees and the list of societies.
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15.4. Co-operative Propaganda and Education

The programmesorganised in respect of Gperative popaganda and
education shall be ascertained and exadthtoesee how far theif€le Union has
succeeded in its mission. The training programnmeasses seminars and

workshops conducted by the Circle Cooperative Union shall be verified.

15.5. Managing Committee Meetings.

The CircleCo-operative Wion shall be obliged to convey its opinion about
the issues of bylaw amdment, supeession of committee and winding up of
societies etc. For enabling such opinions,tfeetings of thdlanaging Committee
of the Circle Cooperative Union shall be held regularlyeast once in a month.
The auditor shall verify the minutes ahe Circle Cooperative Union &atisfy that

it hasperformed its obligations properly.

15.6. Annual General Body meeting and approval of budget
The auditor shallscrutinise the minutes of the Circle Cooperative Union to
satisfy that the budgeor the next financial year has beapproved and copy

submited to the Registrar and the State Cooperative Union as per rules.

15.7. Utilisationof Grantsreceived

The grantsand subsidies or any kind of financial assistances received from
Government shall be utilized for the purpose for which it wasctioned. Té
auditor shall see that it is properly accountetlized and certificate of utilization

submitted to the authorities concerned.

15.8. Maintenance of Books of Accounts
The drcle Union shall maintain the books and registersaugate reltedto

the data of affiliated cooperative societies such as

a. Register of Directors of affiliated societies
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Register of employees of affiliated societies
Affiliation fee registerand renewal register
Service Registers of employees

Minutes book

Cash Book/Day Bok etc

Stock file of circulars of Registrar, SCU and the Government

-~ ® o 0o T

5 Q

Stock Regster of Furniture and Equipment

Register of dormant/defghsocieties

15.9. Bylaws of affiliated societies

The Circle @operative Union shall keep the registergtatyvs of affiliated

societies in the circle with up to date amendtaemits file.
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ChapterXVI
AUDIT OF STATE CO -OPERATIVE UNION

16.1. Introduction

State Ceoperative Union (SCU) is constituted in accordance with section 89
of the Kerala Cepperative Societies Act 1969 and the funci® of State
Cooperative Union specified in section 91 of the KCS Adre organisation
development angroviding assistance to the cooperative societasrying outthe
cooperative propagda and disseminationf eduation on @operative Bnciples
and practices and organisation of training programmes for the employees of
societies and participation in the developmental dm#/iof local authorities. The
audit of accounts of State Cooperative Union shall be condigtéide Director of
Cooperative Audit free of cost as specified in Rule 170 of the Keralap€rative

Rules 1969at leasbnce in a year.

16.2. Membership

Every Co-operative society shafiet affiliated with theState Co-operative
Union, within a periodf six months of the date of itgegistration, as per section
90 of the Kerala Coopative Societies Act 1969. Theuditor shall ascertain
whether the newly registered societies are affiliated with the State Cooperative
Union as prescribed. He shall alsnsare that affiliation and renewal fees are
collected promptly and accounted properly. In respect of contribution of affiliation
and renewal fees to their€le Cooperative Unions, proper receipts shall be
obtainedand filed, and verified by theuditor.

16.3. Member Education Programme

Mostly the member education programmes shall imanted by the

Government. The witor shall verify the programmes and related Government
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orders sanctioning financial assistance for the same and ensure that they are
properlydisbursed to the beneficiaries and utilisation certificates submitted to the
competent authorities. It should alseascertaied whether the unutilised portion

if any, has been refunded to th@rnment in time.
16.4. Utilization of Cooperative Educamn Fund

The Cooperativ&ducation Fund shall be constituted in accordance with sub
rule 2(a) of Rule 53 of KCS Rules. As per subrule 2(c) of Rujere8@operative
Education Fund shall be utilized ftre furtherance of Cooperativdueation ad
propagada. It shall be utiliseth accordance with the regulations of theion and
the general directions issued by the Registrar and theefdovent from time to
time. The aditor shall examine the utilizatiorf €ooperative Education Fund to
see that it was in accordance with the regulations and directions as prescribed. The
account maintained by the Union shadl &crutinised by the Auditor &ee that the
Fund management and administration is carried out by the committee constituted

by theGovernment for that purpose.
16.5. Training Colleges an€entes

The training colleges ancentres run by the $te Cooperative Uniorshall
maintain their own accounts anshould be ensured that they are incorporated
within the accounts fo State Cooperative Union. The uditor shall asertain
whether the accounts dfaining colleges andraining Centres are reconciled
periodically. The disbursementf stipend should be verified tgsee that the

payment was nte to the actual beneficiaries.
16.6. Publicity and Propaganda

In order to propagate the cooperative principles and ideals, and for the
publicity of cooperative activities and for the furtherance of the cause of
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cooperation etc, the State ©perative Union shall undertake the publication of
journals and periodicals. Theaditor shall examine thaccounts of the publications
to ensure that accounts and recordshbaiagmaintained properly and the expenses

incurred are reasonable and competitive.
16.7. Seminars and Conferences

For seminars ahconference®rganisedat the state levebndto discuss and
formulate policies for the devgdment of the movementhe Union may be giving
advances to the sponsors ok tprogramme. In such cases thedigor shall
scrutinise the individual accotshof the seminar/conference &nsure that the

advancesare promptly adjusted with proper voecs.

16.8. Inspection of Training and Trainingentres.

The State Cooperative Unionaharrange for the periodical inspection of
training colleges andrdining centes. The aditor shall ensure thahé¢ defects
communicated on thenspectios were rectified by theraining colleges and
training centes.

16.9. KICMA

The management college under the control of State Cooperative Union,
Kerala Institute of CooperativdManagement(KICMA) conducts Master of
Business Administration (MBAYXoursewith the approval of Kerala University
and AICTE.It shall be examined teee that all acamts related to the Institute are
incorporated with the main accounts of the State Cotiperbinion. Theincome
and exgnditure of the Arts & Scienceollege under KICMA shall also be verified
and included with the accountstbe State Cooperative Union.

16.10.Kerala Cooperative Journal
The subscription rates, the subscription amount received, the number of

copies printed, the number of copdispatchegdthe quantity of paper purchased,
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the quantity of paper consumed fornting of the journal and the printing charges
and postal charggsaid with respect to the Kerala Cooperative Jaushall be
ascertained by theuditor. It should be ensured that the registration with the
Newspaper 8&ciety of India islive and see that all egisters including Stock
Register o paper, and printed magae arekept upto date properly. The wages
and remunerations paid to the editor as well as otherskghboked as expenses

of the purnal.
16.11. Grants and Subsidies from Government

The financial assistanseeceived from the Government by way of gesaoit
subsidies shall be properly accounted in the accounts of the State Cooperative

Union.
16.12. Verification of the Assets of the State Cooperative Union

The auditor shall verify and value the assetdlod Union. He should ensure
that all items of assets are duly incldde the assets portfolio. The annuadck
verification shall le carried out properly and theditor shall examine it to arrive

at a correct value of closing stock.
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ChapterXVI I

17. AUDIT OF KERALA STATE CO -OPERATIVE EMPLOYEES
WELFARE BOARD

17.1. Introduction

Government of Kerala hagonstituted the Kerala State Cooperative
Employees WeHre Board for implementing theeltare schemes for the regular
employees, commission agents ahd persons working in the capacity of any
other name on commission basis in aoperative society registered or deemed to
be registered under the Kerala Cooperative Societies Act. The scheme shall be
applicable to employees of cooperative societies mgmnder the administrative
control ofthe Registrar of Cooperativeo8eties as well as other departments such
as Fisheries development, Dairy developmentustries, Coir Bvelopment and
Khadi & Village Industries Board etc to alleviate the distreshefsaid employees
and their dependents in indigent circumstances. The Welfare Fund shall be raised
from the contributions at fixed rates from the employees as well as employer
(CooperativeSocietieg. The Board shall administer the fund and shall provide
assistance to themployees whenever needed. Thelitor shall examine the
constitution of the Board, constitution and administration of the fund, especially
the financial assistances to the employee and his family and the refund of
contributed amount oretirement or relief. The purposes for which the Board shall
provide financial assistances shall be financial assistance to the family on the event
of deceased employees, medical assistances to the employees who have undergone
treatment of deceases as spedi refund of contributions made by the employees
on their retirement or relief, awarding cash prizes to the children of employees etc.
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17.2. The aditor shall checkHe following points

1.

Whetherthe contributions have beeeaceived from all employees who have
opted the scheme.

Whether the fund management was proper and as per regulations issued by
the Government from time to time.

Whether the Managingdnmitteehasadministeedthe affairs of the Board

in compliance with tB rules and agulations and directions from
Government

Whether the Managing Committee Haamed subrules for the conduct of
the Boardos business

Whether all assistande the employees and théamily were sanctioned by

the Managing Gmmittee

Whetherthe assistanceanctioned by the chairman in urgent cases were
ratified by the managing committee subsequently.

Whether the refund claims sanctioned by the Secretary/Treasurer was
ratified by the Managing Committee in its subsequent meeting

Whether the metings of the Managing Committee wehneld as specified in

the Rules (at least four times a year)

Whether all records and assetsreveept in the safe custody of the

Secretary.

10.Whether the mintes of the Managing Committee akept promptly and

properly ly the Secretargf the Board.

11.Whether the books of accounts of the Board are maintaingeydoy the

Secretaryf the Board.
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12Whether all income such as monthly contribution from employees and
employers and income arising out of investments vaesounted promptly
by the Board.

13.Whether the nominations of employees wdrtdy filed in the prescribed
form countesigned by the President of thectety.

14.Whether the contributions of employees and employers to the welfare fund
are remitted regularly withut any delay.

15.Whether the accounts maintained in the branches of KSCB are reconciled
regularlyand properly

16.Whether the financial assistances to the family of the deceased are disbursed
promptly.

17.Whether the contributed amount to the welfare fund byeimployee is
refunded along with the incentive promptly on retirement or relief of the
employee.

18.Whether the treatment assistance to the eysglowho is undergoing
treatment for cancer, heart surgeridrey transplantation etas prescribed
in the rules ha beersanctionedo the employees promptly.

19.Whether the annual report prepared by the Secretary/Treasurer and approved
by the Managing Committedyas beenfurnished to the Government of
Kerala promptly.

20.Whether the accounts witlegional offices ardeing reconciled regularly

and properly.
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Chapterxvii |

18. AUDIT OF KERALA STATE CO -OPERATIVE EMPLOYEES
PENSION BOARD

18.1. Introduction

The Kerala State Cooperative Employees Pension Scheme was formulated
by the Government of Kerala for tipayment of pension to the retired emyaes
of Cooperative Societies of thea& in the year 1993 by inserting section 80A in
the Kerala Cooperative SocietiestAGhe Pension Scheme was initiateyg the
Government of Kerala andBoard for theadministration of the Pension Fund was
constituted in 1995. The Keraladse Cooperative éf-financing Pension scheme
1994 is applicable to all primary, regional, centradl @pex cooperative societies
of the State under the administraéi control of theRegistrar of ©operative
societies. All primary cooperative soties under théunctional Registrasuch as
Director of Dairy Development, Director of Fisheries etc are also brought under
the purview of Kerala State Cooperati&lf-financing Pension Seme All
employees working on fulltime regular bagiscluding part time contingent
employeescommission agents, security staff and such categories are eligible to be
enrolled in the scheme. The Kerala State-operative Pension Board was
entruged with he administration of gnsion funds of two pension schemes namely
Kerda State Ceoperative Employeese8-financing Pension @ieme 1994 anthe
Kerala State Goperative Bank and Distit Co-operative Bank Employeeslk
financing Pension Scheme 2005.

The pension scheme was extexdto the employees of variouso@ds
constituted under the provisions of Kerala Cooperative Societies Act (vide Go (P)
No. 47/2017 Cooperative Dated 26.08.2017).

18.2. Speci&points to be verified by theuditor while auditing the Pension
Board

1. Members of the Pension Schemes : Whether all the societieh
aresupposed to be enrolled in the pension scheme have joined the schesne and
remitting the pension contribution to the Pension Board in time.
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2. Whether administration charges prescribed in the scheme leen
charged from Kerala State Cooperative Bank and District Cooperative Banks.

3. Whether the Board haBsbursed consolation pension as mentioned in
the scheme.

4, Whether the Board hagodlected life certificate or facilitated
mustering of pensioners as refertedn the pension scheme.

5.  Wheher the PensionBoard hasprepared the gnsion tatement for
each month and sertd the branches of the Bank (KSCB) for pension distribution
and received back the pension paid statement from the bank branches.

6. Whether the Pension Board has maintained books of accounts
necessary for its activities, as stipulated in the scheme.

7.  Whether the Pension Board heeconciled the accounts with banks,
financial institutions to which ti has transactions and its owregional
offices/branches.

8.  Whether the Pension Boahds kept the investmenggister properly
and obtained confirmation seahent from the banks and reconciled.

9.  Whether the calculation of pension was certified by the authorities
concerned.

10. Whether the Pension Boardd®sanctioned the pension to all eligible
apgdicants and the formalitief®llowed properly.

11. Whether tle Pension Board has invested their funds in the banks
specified in the scheme itself.

12.  Whether the PensioruRd was utilised as stipulated in the pension
scheme.

13.  Whether the Pensiondardhassubmitted its annual working report to
the Government atipulated

14. Whether the pension contributiorafibeen remitted to the Pension
Board o time by thesocieties, ifdelayed whether action asbeeninitiated forthe
recoveryof penal interest from the Chief Executive, responsible for the default.

[Ref. Circular No. 44/2012 dated i®November 2012 of Registrar of €o
operative Societies]
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ChapterXI X

19. AUDIT OF KERALA CO -OPERATIVE DEVELOPMENT AND
WELFARE FUND BOARD

19.1 Introduction

A scheme c al | e d-opefiailivh ¥elfake eanda De\eeloprteat
Schemed was Goveanmes of Kdvayaantafumd was constituted for
the |1 mplementation of the scheme whioch
Kerala Coeoperative societies Act wfe 02.01.2001. The governmenthas
formulated as c h e me c aopelae d vei CRi sk Fund Sche
establishment of a fund for meeting the loan liability of members who have availed
loans from ceoperative societiesAll loans exceptgold loans and loans aie

security ofdeposits (fixed/term depiby are included in the scheme.

All members of theCo-operativeSocieties, who avail loans are supposed to
subscribe to the cooperative risk fund scheme by remitting anrdrabthe rate as
prescribedin the scheme. The welfare and charity measuresieiiaed in the
scheme which will enable the borrowers for several reliefs such as loan waiver up
to a certain amount (Rs.l&kh as of now) on the event of death of a loanee, based
on terms and conditions. The borrower whea been affected with severe dass
such as carer, kidney disases, cardiac ailments stroleads patients, TB, lever
cirrhosisetc shall be giveran assistance of Rs.1llakh subject to theerms and

conditions.

The societies are required to remit annual contribution to the Board as
prescribed in the schem&he auditor shall examine the followingoints while

auditing the Board:
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