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! No. URB/D-4/Proctn/Accounts/mis
Funds/Action/2010
Office of the,
Commissioner for Cooperation and
Registrar, Cooperative Societies,
Maharashtra State Pune
Date- 147907 /2010

CIRCULAR

Subject- Launching of prosecution on account of Misutilisation and
Misuppropriation of F unds of_Cooperative Societies.

Read -1 Government of Maharashtra, Agriculture and Cooperation

Department, No. CCL1270/8'4605/C—7, Sachivalaya Annexe, Bombay -
32 Dated 13" June 1979

2. No. ADT-552 of 1972, Office of the Cooperative Societies, M.S.
Poona, The 5™ September, 1972

o. Govermment of Maharashtra, Home Department Circular No CII, 2769
/52181 VILA Sachivalaya Bombay -32 7" August 1972

4. Government of Maharashtra, Agriculture and Cooperaiion Department
Circular No.C3M-138 1/30472/6-C Mantralaya Annexe Bombay-32.
Dated 12" June19g].

Q“:

&= 1270-34605-(3-3, _
¢ Govemment of Maharashtra, Home Department Government Circular
No. €I -0108/Pra.Kra -11/POL. 12 Mantralaya Mumbei -32 Dated 14%
January 2008

The Circular mentioned above outline the need and modalitjes of launching
and monitoring prosecution against the concerned regarding misutilisatior anc
misappropriation of funds of Cooperative Societies, the instances which came 1

be detecied during audit process, There are instances seen i mzeent years tha:
misutilisation apd misappropriation of funds of Caoperative Societies  are
ascertained in re-audit, Special audit. Test audit and report of fling squad - ~icr

(D ang S auatyuelilyy OY IKEgislrar.  However SEAUIOTY 2 uq;- TBPOIt doc . no-
reflect misutilisation and misappropriation of funds of Cooperat-e Society -7 the

same Year.
° i”‘.—-"_—c’.!‘-“-""-——...._,__"5 e,
OFFICE oF 7 =
.;_—';a';""RC"_H_. N



However, recently instances are reported where the auditors entrusted with
the duty of verification and audit have been indulging in acts of misreporting
consisting of two broad categories. The First is non reporting of serious instances
which are detected/ could have been detected during audit and Umely reporfing of

which could save further complications \\fluch‘fldwrsciy 1ffect 'the well being of
members, depositors and society at largﬁ;. The second category is misreporting of
instances which present an altogether different picture of the status and affairs of
the society, which also due to this kind of misreporting tends to jeopardize the
well being of members, depositors and society at large. The first is called
’Suppressmn of Truth: and the other IS Representatlon of falsehood. There may be a
possibility that these two may overlap and there may be a string of instances

wherein both are present.

3

These instances are to be differentiated from mere negligence, though
amounting to professional lapse or shortcoming, does not amount to frandulent
reporting consisting of suppression of truth or suggestion of falsehood which
either singly or jointly constitute fraud, which is an offence in itselfr As such, the
to]lowmg guidelines are issued to take care of fraudulent fepomng and not for
mere 11w11u«,nu, in conducting audit process or reporting the outcome of Audit
process. | '

F&Vhere fraudulent reporting is observed, it be ascertained whether the
concerned professional is prima facie liable under conspiracy along with the other
persons who have_ﬂactuaﬂy comrmtted the acts of commission and omission while
responSIble for verlﬁcanon will be liable _101ntly and severaily w1th the other
offende@ However, where the elemertt of ct conspiracy cannot be substantiated then
it should be seen whether the concerned professional, who is also a Public servant
while conducting his statutory responsibility, has conducted himself to protect any
person from legal punishment or to save any person from punishment or to save
any person from punistunent of a higher degree and has tried to bring such person
under another kind of a higher degree and has tried to bring such person under
another kind of punishment which is of a lesser degree. This kind of conduct is
covered under Section 217 of Indian Penal Code, 1860 which provides for an
offence by a Public Servant disobeying direction of law with intent to save any

person from punishment or any property from f[orfelture.

Tn the nrecent rirenmefancae there 1e a neasd fooa-aluza daviatiane Braiss
statutory duty minutely to ascertain whether the delinquent office bearers
employees and other persons are tried to be protected by professionals who
themselves are responsible for an early detection of frauds and other serious



Py,

misdeeds on part of people entrusted with the management of the Societies. As
such, this circular is issued to take care of fraudulent reporting by professionals
where conspiracy is involved or otherwise. '

(Rajag
Commissioneffor Cooperation and
Regisirar Cooperative Societies,
Maharashtra State, Pune.

Copy forwarded for information :-
. The Chief Secretary , Maharashira State , Mantralaya Mumbai -400 032.
9 The Additional Chief Secretary, (Home), Home Department, Maharashtra State,
Mantralaya Mumbai -400 032.
3. The Principal Secretary, (Cooperation & Marketing), Maharashstra State,
Mantralaya Mumbai -400 032.
Copy forwarded for information and necessary action fo:-
. Divisional Joint Registrar, Cooperative Societies (All)
2 Divisional Joint Registrar, Cooperative Societies (Audit) (All)
3 District Deputy Registrar, Cooperative Societies, (All)
V District Special Auditor, Cooperative Societies, (All)
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