Factastics  wrt Income Tax Provisons:
· The Co-op.Housing societies are not exempted from filing Income Tax Returns.

· There is no threshhold limit available under the Income Tax act and hence even if the taxable income is rupee one the income tax return needs to be filed by the Co-op.Housing society.

· The tax slabs for a CHS are : 

                                0-10,000                                          @10%

                              10,001 to 2,0000                              @20%

                              Over 20,000                                      @30%                            

· The surplus resulting from the collection of the maintenance and other charges is not taxable as per the Concept of Mutuality.

· The interest income , rental incomes form mobile towers and any other income on case to case basis is taxable for the Co-Op.Housing society.

· The Advance Tax Provisons if tax liability after adjusting prepaid taxes and TDS is exceeding 10,000/- are also applicable to the CHS.

· The TDS provisions are also applicable to the CHS and hence CHS society should also apply for PAN & TAN and also file quarterly ETDS returns for the TDS deducted on various payments.

· The 100% deduction u/s 80P can be claimed by the CHS from the Interest Income.

· The TDS is deducted by the banks @10% on FDR incomes of the CHS , however, CHS if falling in the tax slab beyond 10% will have to pay additional taxes in the form of Self Assessment Tax.

· The due date for filing Income tax Returns is 30th Sept and the same needs to be in ITR-5 form.

Taxability of Transfer Premium:

Transfer Premium is collected by the co-operative housing societies from their members for Transfer of flats and the current limit for such transfer premium as set by the 79(A) directives under MSC Act,1960 and as per Bye laws is Rs.25,000/- maximum.

 

Taxability of this Transfer premium of Rs.25000/- and any other collection over and above this amount in the form of donations or contributions to various other the funds etc is always a subject matter of dispute.

 

Recent Dec.2014 HC judgement incase of CIT c/s Darbhanga mansion CHS Ltd. about the taxabilty of Transfer premium collected by the society in excess of Rs.25,000/- .

 

Taxability of Mobile Tower Rent:

Delhi ITAT case law which allowed Mobile Tower Rent to be taxed as House Property income and accordingly standard deduction u/s 24(a) of 30% of the Annual value allowed out of that.

 

Manpreet Singh Vs. ITO (ITAT Delhi), I.T.A. No.: 3976/Del/13, Date of decision: 06.01.2015
Issue – whether or not deduction under section 24(a) @ 30% of the annual value is available in respect of computation of income under the head ‘income from house property’ in respect of income from renting of terrace for installation of mobile antenna.

 

Taxability of TDR and FSI wrt Co-op.Housing Society: Recent Judgement

Recent Judgement:
CIT V/s. Sambhaji Nagar Coop.Hsg. Society Ltd – Bombay HC Judgement –Date of Publication 17th December,2014

	CITATION:
	

	S. 45/ 48: Gains on sale of TDR received as additional FSI as per the D. C. Regulations has no cost of acquisition and is not chargeable to capital gains 

While giving its ruling on taxability of development rights for housing societies, the Bombay HC said the additional FSI or TDR is generated by change in DC Rules and not by sale of development rights and hence is not taxable
 

The Bombay High Court in a recent judgement  CIT V/s. Sambhaji Nagar Coop.Hsg. Society Ltd has given a big relief for all those societies, which have redeveloped their properties. The HC said, additional floor space index (FSI) or transfer of development rights (TDR) that is generated by the change in Development Control Regulations is not a case of sale of development rights embedded in the land.

  

Controversy had existed between societies and the IT Department regarding taxability of these amounts. In the relevant case, Sambhaji Nagar Cooperative Housing Society (CHS) Ltd was asked to pay tax on Rs2.23 crore it received from the developer.

 

The assessing officer (AO) from the Income Tax (I-T) department has said the right is attached to the land owned by the Society, which had been acquired for a value and therefore there is transfer of capital asset chargeable to Tax. The Commissioner of Income Tax (Appeals) upheld the order of AO holding that this is not a case where extra FSI had occurred due to change in law but TDR already existed at the time of reconstruction of society's building.

 

The Tribunal followed a decision by Coordinate Bench in the case of New Shailaja CHS involving similar controversy and held that sale of TDR does not give rise to any Capital Gains chargeable to tax.

 

The High Court looked in to the provisions of Sec. 48 wherein mode of computation of Capital Gain is laid down, Sec. 49 wherein cost with reference to certain modes of acquisition is set out and Sec 55 (2) clarifying cost of acquisition for the purpose of sec 48 of 49.

 

The HC then upheld the order of the Tribunal.

 

2.Taxability of Corpus money received from Developer:

We need to examine  the Provisions of the Income-tax Act 1961 & D.C. Regulations 1991 for better understanding

The Regulation 33(7) of the Development Control Regulations 1991 of the Mumbai Municipal Corporation, provide for the grant of additional FSI if an existing building is redeveloped. The said additional FSI can be utilized either for the extension of the existing building or for the construction of a new building or may be sold for a consideration. 

Section 2(14) of the Income Tax Act 1961, defines “Capital Asset” to mean “Property of any kind”, held by the assessee whether or not connected with his business or profession, but excluding ‘Stock in trade’. This definition is wide enough to cover development rights within its ambit. 

Further Section 45 of the Income Tax Act 1961, states that any profits and gains arising from the transfer of a Capital asset is chargeable to tax and vide Section 48, the profits and gains have to be computed by deducting from the full value of the consideration, the cost of acquisition and cost of improvement of the asset.

Though development rights are a capital asset, the moot question is whether there is a ‘Cost of acquisition’ attached to them. 

Some of the relevant Judgments.
The leading judgments on the issue are that of the Mumbai Bench Tribunal in ITO vs. Lotia Court Co-operative Housing Society Ltd (2008) 12 DTR (Mumbai) (Tribunal) and New Shailaja CHS vs. ITO (ITAT Mumbai)
In Lotia Court Co-operative Housing Society the Society and its members entered into a development agreement with a builder pursuant to which Transferable Development Rights (TDR) entitled to be received under the Development Control Regulations was assigned to the developer for the repairs and redevelopment of the building and the construction of additional floors. The Assessing Officer sought to assess the Society on the ground that it had made Capital Gains. However, the Tribunal held that as the TDRs were owned by the flat owners individually and as no consideration for the transfer of the TDRs was received by the assessee Society nor any area in the constructed portion was allocated to the assessee Society, the Society was not chargeable to tax.

In another case of New Shailaja CHS v/s the ITO, the assessee-Society became entitled by virtue of the Development Control Regulations to Transferable Development Rights (TDR) and the same were sold by it for a price to a builder. On the question of taxability in the hands of the Society, the Tribunal noted that the Supreme Court had laid down the law in B. C. Srinivasa Setty 128 ITR 294 (SC) that if there was an asset for which a cost of acquisition was not determinable, the gains could not be assessed as ‘Capital Gains’. It was accordingly held that though the TDR was a ‘Capital Asset’, there being no ‘Cost of acquisition’ for the same, the consideration could not be taxed.

The said view has also been followed in the case of Om Shanti Co-op Society vs. ITO (ITAT Mumbai). In this case, the assessee Co-op housing Society(CHS) gave permission to the developer to construct 2 floors and 8 flats on the building belonging to the Society by using the TDR/ FSI available to the developer. In consideration, the developer paid Rs. 26 lakhs to the assessee and Rs. 66 lakhs to its members aggregating Rs. 92 lakhs.

The Assessing Officer took the view that the assessee had relinquished its right “to load TDR and construct additional floors” and as there was no cost of acquisition, the entire consideration of Rs. 26 Lakhs was assessable as Long-Term Capital Gains. On appeal, the CIT (A) took the view that even the amounts received by the Members were assessable in the assessee’s hands. He accordingly enhanced the assessment and directed that the consideration be taken at Rs. 92 Lakhs.

However, the Tribunal reversed the AO and CIT (A) on the ground that the assessee and its members had no right to construct additional floors on the existing building as they had exhausted the right available while constructing the flats in the building. The TDR was not obtained by the assessee and sold to the developer. It was held that the assessee had not transferred any existing right to the developer nor any cost was incurred/ suffered prior to permitting the developer to construct the additional floors. The Tribunal held that in the absence of a cost of acquisition, the judgment in B. C. Srinivasa Setty 128 ITR 294 (SC) applied and the consideration was not assessable as Capital Gains.

The taxability in the hands of the members of the Society was considered in Jethalal D. Mehta vs. DCIT (2005) 2 SOT 422 (Mum). There also, following the judgment of Apex Court in CIT vs. B.C. Srinivasa Setty 128 ITR 294 (SC), it was held that as the TDR granted by DCR, 1991 qualifying for equivalent FSI had no cost of acquisition, the sale of the same did not give rise to assessable Capital Gains.
Thus,the respective laws and the precedents of the Case Laws rests on there not being a ‘Cost of Acquisition’ of the development right/ FSI obtained pursuant to the Development Control Regulations 1991. In respect of the buildings that have been erected after the DC Regulations of 1991 came into force, it is a possible argument in favor of the Taxman that some part of the Cost of the building is attributable to the said Development Right/ FSI and that the principle of B. C. Srinivasa Setty does not apply, but that time is still to arrive, as of now there are very less such buildings built after 1991 which are going into re-development venture.
Hence, the facts would though vary from case to case, but if no ‘Cost of Acquisition’ is attributable to the development rights, the said precedent will apply and the gains arising on their transfer will not be assessable, either in the hands of the Society or in the hands of the members.
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The Co-op.Society

Governed By:

Sec.81 –Audit of Accounts

Rule 61-Annual Statements of Accounts

Rule 62-Form of Balance Sheet & Profit & Loss   

Account

Rule 65-Accounts and Books to be maintained

Bye law –No.140,145, 162,163

 
[image: image2.emf]Books of Accounts & registers to be 

maintained –Rule 65



Register of members in I form.



List Of Active member in form J1



List Of Non- Active member in form J2



Register of shares



Register of Debentures & Bonds 



Minute book of Annual General Meeting



Records of attendance of Annual General Meeting.

  
[image: image3.emf]BYE-LAW NO. 140 

The Society shall maintain the following books of accounts, 

records and Registers

1) The Register of Members in "I" form prescribed under Rule 

32 of the MCS rules 1961.

2)  The List of Members in 'J' form prescribed under Rule  33 

of the MCS rules 1961.

3) The Cash Book,

4) The Genera! Ledger,

5) The Personal Ledger.

6) The Sinking Fund Register.

7) The Audit Rectification Register in 'O' form, prescribed 

under the MCS  rules 1961.

8) The Investment Register. 



[image: image4.emf]9) The Nomination Register.

10) The Society / Members Loan Register/Mortgage 

Register.

11)  The Minutes Book for the meetings of the 

Committee of the Society.

12) The Minutes Book for the meetings of the  General 

Body of the Society.

13) The Property register and furniture, fixtures and 

office equipment.

14) The Structural and Fire Audit Register and Lift 

Inspection Record

15) The Register of Nominal Members (Tenant occupant)

16) The Register for Active Members
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• Within 45 days of the close of every co-operative 

year, the committee (responsibility of the Secretary ) 

shall finalize the accounts of the preceding co-

operative year

• Prepare the Receipts and Payments Statement, 

• the Income and Expenditure Statement for the said 

year and 

• the Balance Sheet as at the close of the said year in 

the forms prescribed under Rule 62(1) 

• These statements to be submitted to auditor within 

15 days from the date of preperationi.e.15thMay.


[image: image6.emf]Rule 62-Form for Balance Sheet and 

Income & Expenditure Account



Rule 62(1) states that the balance sheet and Income 

& Expenditure Account to be laid before the AGM of 

a society by the committee shall ordinarily be in 

Form N.



Rule 62(2) & Bye law No.163 states that a copy of 

the balance sheet and Income & Expenditure 

Account and a copy of the report of the committee 

u/s 75(4) shall be displayed on the notice board of 

the society at least 14 days before the date fixed for 

the AGM.



[image: image7.emf]Sec.75 –Annual General Meeting

Section 75(2A)-Auditor’s ppointment



Every society shall appoint an auditor or auditing 

firm from panel approved by state Government in 

its Annual General Body meeting, for the current 

financial year.



Society shall file in form of return to the Registrar 

the name of auditor  & his written consent within 

30 days from the date of Annual General 

Meeting.



Same auditor shall not be appointed for more 

than 3 consecutive year(Bye laws says 2 years)
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

Every society shall file return regarding name 

of auditor & his written consent within one 

month from Annual General Meeting. 
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

Audit shall be completed within 4 months 

from close of financial year.



If society has not appointed auditor and 

failed to file return under sub section (2A) of 

75 or sub section (1B) of section 79, Registrar 

shall appoint auditor from Panel.



No auditor shall accept audit of more than 20 

societies excluding societies having paid up 

capital less than Rs. 1 Lakh.



[image: image10.emf]

Registrar shall submit audit report of every Apex 

society to State Government for being laid 

before both houses of State Legislature.



Audit Report shall have 



All particulars of defects or irregularities 



In case of financial irregularities and 

misppropriation or embezzlement of funds or 

fraud, auditor shall investigate & report modus 

operendi, enstrument & amount involved.



Incase of accounting irregularities ,their 

implications on the financial statements to be 

indicated in detail in the report with the 

correpsonding effects on Profit & Loss
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The functioning of the committee and sub-

committees to be checked and violations if 

any to be reported duly fixing the 

responsibilities for the same.
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a. Chartered Accountant having fair knowledge of 

functioning of society and experience of least one 

year in auditing of societies and working knowledge 

of Marathi.

b. Auditing Firm- A firm of more than one Chartered 

Accountant  having fair knowledge of functioning of 

society and knowledge of Marathi.

c. Certified Auditor-

i) Who holds degree 

ii) Fair knowledge of functioning  of society.

iii) Three years experience in audit of society   

 f
[image: image13.emf]Section 81 (1 ) (f)



Remuneration of auditor or auditing firm shall be 

borne by society & shall be at such rate as may 

prescribed.*

*Prescribed means precribed by rules..and R-74 

prescribes –Remuneration will be borne by the 

society and shall be at such rates as may be 

notified by the State Govt and we have GR 

Dtd.29.10.2014 notifying the Revised Structure 

for Remuneration of Statutory Auditors(Annx A)
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Sr.No Location of the CHS Parameter Rate

1 CHS located in Metropolitan Area and 

in A grade area  

including Adjourning Cantonment 

Area

Per 

member

Min.

Rs.100

2 CHS located at Municipal Corporation 

& Cantonment area

Per 

member

Min

Rs.75

3 CHS located at Taluka and 

Nagarparishad Area

Per 

member

Min

Rs.50

4 CHS located at Village level Per 

member

Min

Rs.40

5 CHS in Liquidation Maximum Rs.2000
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

Audit shall be carried out as per Auditing 

Standards Notified by State Government.
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

Audit Shall include examination of:-

a. Book entry transaction:- As per Section 81(2), 

Auditor has to state whether there are aby book 

entry transaction which are prejudicial to the 

interest Members.

b. Personal expenses debited to revenue.

c. Whether loans have been shown as deposits.

d. Financial assistance  from government utilised for 

the purpose for which it was granted.

e. Physical verification of cash balance/ securities.

f. Quick action against overdues.

 
[image: image17.emf]Section 82- Rectification of Defects



Society has to send Rectification Report to the 

Registrar & to the concerned Auditor within 3 

months from date of report in form “O”.



Auditor Concerned shall offer his remark on the 

Rectification Report of society item wise till 

entire Rectification is made by society & submit 

his report to Registrar.

 
[image: image18.emf]Section 81(5)

•

The auditor appointed shall have the right to 

receive all the notices and every 

communication relating to the Annual General 

Meeting and to attend such meeting and to be 

heard theareat,inrespect of any part of the 

business with which he is concerned as 

auditor.
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

Auditor Shall submit audit report within one 

month from its completion & in any case before 

issuance of notice of Annual General Body 

meeting.



If auditor comes to the conclusion that any 

person is guilty of an offence, he shall file 

specific report to Registrar within 15 days of 

date of submission of Registrar file F.I.R.



Auditor who fails to file F.I.R., his name shall be 

removed from Panel.



[image: image20.emf]

If auditor finds that there are financial 

irregularities resulting into loss if society, auditor 

shall prepare special report & submit along with 

audit report.
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If auditor finds that there are financial 

irregularities resulting into loss if society, auditor 

shall prepare special report & submit along with 

audit report.
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

Auditor shall submit an Audit memorandum i.e.Audit Report to 

the society & registrar.

a. In case of bank:- In form N-1

b. In case of society other than bank:= in form N-2.



The Audit memorandum shall also contain schedules stating :

i. All transactions which appear to be contrary to the provisions 

of the Act and rules or Bye laws;

ii. All sums which ought to have been but have not been brought 

into accounts;

iii. Any material impropriety or irregularity in the expenditure or 

realisation of money due to the society;

iv. Any money or property belonging to the society which appear 

to be Bad or doubtful debt; and

v. Any other matter specified by Registrar



[image: image23.emf]

Auditor shall certify that Accounting policies 

adopted by society are in conformity with as 

issued by state Government/ I.C.A.I.



While certifying profit / loss , he shall 

quantify effect of short fall in various 

provisions like Depreciation , Other expenses 

provision over profit & state clearly after 

considering effects of all provisions, whether 

there is profit or loss to the society.



On Completion of the audit ,auditor shall 

award classification letter to the society


Revised Audit Fee Structure for Co-Op.Hsg.Society


























		Sr.No		Location of the CHS		Parameter		Rate

		1		CHS located in Metropolitan Area and in A grade area  
   including Adjourning Cantonment Area
		Per member Min.		Rs.100

		2		CHS located at Municipal Corporation & Cantonment area		Per member Min		Rs.75

		3		CHS located at Taluka and Nagarparishad Area		Per member Min		Rs.50

		4		CHS located at Village level		Per member Min		Rs.40

		5

		CHS in Liquidation		Maximum		Rs.2000









Revised Audit Fee Structure for Co-Op Hsg Society






BYE-LAW NO. 140 

The Society shall maintain the following books of accounts, records and Registers

 1) The Register of Members in "I" form prescribed under Rule 32 of the MCS rules 1961.

 2)  The List of Members in 'J' form prescribed under Rule  33 of the MCS rules 1961.

 3) The Cash Book,

 4) The Genera! Ledger,

 5) The Personal Ledger.

 6) The Sinking Fund Register.

 7) The Audit Rectification Register in 'O' form, prescribed under the MCS  rules 1961.

  8) The Investment Register. 
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Rule 61 –Bye law No.145

Within 45 days of the close of every co-operative year, the committee (responsibility of the Secretary ) shall finalize the accounts of the preceding co-operative year

Prepare the Receipts and Payments Statement, 

the Income and Expenditure Statement for the said year and 

the Balance Sheet as at the close of the said year in the forms prescribed under Rule 62(1) 

These statements to be submitted to auditor within 15 days from the date of preperation i.e.15th May.
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Sec.75 –Annual General Meeting
Section 75(2A)-Auditor’s ppointment

Every society shall appoint an auditor or auditing firm from panel approved by state Government in its Annual General Body meeting, for the current financial year.

 Society shall file in form of return to the Registrar the name of auditor  & his written consent within 30 days from the date of Annual General Meeting.

 Same auditor shall not be appointed for more than 3 consecutive year(Bye laws says 2 years)
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Section 75(2A)-Auditor’s ppointment
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The functioning of the committee and sub-committees to be checked and violations if any to be reported duly fixing the responsibilities for the same.
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Provisions Related to Accounts  of 
The Co-op.Society



Governed By:

Sec.81 –Audit of Accounts

Rule 61-Annual Statements of Accounts

Rule 62-Form of Balance Sheet & Profit & Loss   Account

Rule 65-Accounts and Books to be maintained

Bye law – No.140,145, 162,163
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Section 81(5)

The auditor appointed shall have the right to receive all the notices and every communication relating to the Annual General Meeting and to attend such meeting and to be heard theareat,inrespect of any part of the business with which he is concerned as auditor.







Section 81(5)
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 If auditor finds that there are financial irregularities resulting into loss if society, auditor shall prepare special report & submit along with audit report.
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Submission of Audit Report

 Auditor shall submit an Audit memorandum i.e.Audit Report to the society & registrar.

In case of bank:- In form N-1

In case of society other than bank:= in form N-2.



The Audit memorandum shall also contain schedules stating :

All transactions which appear to be contrary to the provisions of the Act and rules or Bye laws;

All sums which ought to have been but have not been brought into accounts;

Any material impropriety or irregularity in the expenditure or realisation of money due to the society;

Any money or property belonging to the society which appear to be Bad or doubtful debt; and

Any other matter specified by Registrar









n of Audit Report






Books of Accounts & registers to be maintained –Rule 65

 Register of members in I form.

List Of Active member in form J1

 List Of Non- Active member in form J2

 Register of shares

Register of Debentures & Bonds 

 Minute book of Annual General Meeting

Records of attendance of Annual General Meeting.



                                                                                







Books of Accounts & registers to be
maintained —Rule 65

> Regierofmemzers n form.

» st OfActive memssrin form 2.

» Lzt Ofon- Active memar inform 12

» Regaerofonares

»Registerof Desentures & Sonds

» Winute sosi ot Amnusl Genera Westing

»Records o sandanceof Annusl Ganers Visetng,








Auditor shall certify that Accounting policies adopted by society are in conformity with as issued by state Government/ I.C.A.I.

While certifying profit / loss , he shall quantify effect of short fall in various provisions like Depreciation , Other expenses provision over profit & state clearly after considering effects of all provisions, whether there is profit or loss to the society.

On Completion of the audit ,auditor shall award classification letter to the society
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 If auditor finds that there are financial irregularities resulting into loss if society, auditor shall prepare special report & submit along with audit report.
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Section 81(5 B)

 Auditor Shall submit audit report within one month from its completion & in any case before issuance of notice of Annual General Body meeting.

 If auditor comes to the conclusion that any person is guilty of an offence, he shall file specific report to Registrar within 15 days of date of submission of Registrar file F.I.R.

 Auditor who fails to file F.I.R., his name shall be removed from Panel.









Section 81(5 B)

2 uditor Snal umit udit rapart witnin one
menth from its completion & i any case bafors
issuance of notcs of Annual General 2ody

2 f suditor comes tothe conclusion thst sy
parson’s gty of an offence, he shalfle
spacificraport o Registrar within 15 days of
dita of ubmisson of Registar f1a FLA.

2 uditor wna fisto s £LA., nisnam snsll 5e
removad rom Fans!.





Section 81(2)

 Audit Shall include examination of:-

Book entry transaction:- As per Section 81(2), Auditor has to state whether there are aby book entry transaction which are prejudicial to the interest Members.

 Personal expenses debited to revenue.

 Whether loans have been shown as deposits.

 Financial assistance  from government utilised for the purpose for which it was granted.

Physical verification of cash balance/ securities.

Quick action against overdues.
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Section 82- Rectification of Defects

 Society has to send Rectification Report to the Registrar & to the concerned Auditor within 3 months from date of report in form “O”.

 Auditor Concerned shall offer his remark on the Rectification Report of society item wise till entire Rectification is made by society & submit his report to Registrar.







Section 82- Rectification of Defects
2 Sociaty nss to send Rectificstion Ragart tothe
Registrar & to the concarned Auditor within3

mantnsfrom date of raport i form “O.

2 uditor Concarnad snal offer nis ramrk anthe
Rectification Report ofsociaty tam wise tl
antirs Rectifcation s mads oy sociaty & submit
nisraportto Registrar





Section 81(2)

 Audit shall be carried out as per Auditing Standards Notified by State Government.
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Section 81

 Audit shall be completed within 4 months from close of financial year.

 If society has not appointed auditor and failed to file return under sub section (2A) of 75 or sub section (1B) of section 79, Registrar shall appoint auditor from Panel.

No auditor shall accept audit of more than 20 societies excluding societies having paid up capital less than Rs. 1 Lakh.







 Registrar shall submit audit report of every Apex society to State Government for being laid before both houses of State Legislature.

Audit Report shall have 

  All particulars of defects or irregularities 

In case of financial irregularities and misppropriation or embezzlement of funds or fraud, auditor shall investigate & report modus operendi, enstrument  & amount involved.

Incase of accounting irregularities ,their implications on the financial statements to be indicated in detail in the report with the correpsonding effects on Profit & Loss









The functioning of the committee and sub-committees to be checked and violations if any to be reported duly fixing the responsibilities for the same.





Eligibility of auditor for panel

Chartered Accountant having fair knowledge of functioning of society and experience of least one year in auditing of societies and working knowledge of Marathi.

Auditing Firm- A firm of more than one Chartered Accountant  having fair knowledge of functioning of society and knowledge of Marathi.

Certified Auditor- 

                        i) Who holds degree 

                       ii) Fair knowledge of functioning  of society.

                       iii) Three years experience in audit of society   





Section 81 (1 ) (f)

 Remuneration of auditor or auditing firm shall be borne by society & shall be at such rate as may prescribed.*

    *Prescribed means precribed by rules..and R-74 prescribes –Remuneration will be borne by the society and shall be at such rates as may be notified by the State Govt and we have GR Dtd.29.10.2014 notifying the Revised Structure for Remuneration of Statutory Auditors(Annx A)







Revised Audit Fee Structure for Co-Op.Hsg.Society


























		Sr.No		Location of the CHS		Parameter		Rate

		1		CHS located in Metropolitan Area and in A grade area  
   including Adjourning Cantonment Area
		Per member Min.		Rs.100

		2		CHS located at Municipal Corporation & Cantonment area		Per member Min		Rs.75

		3		CHS located at Taluka and Nagarparishad Area		Per member Min		Rs.50

		4		CHS located at Village level		Per member Min		Rs.40

		5

		CHS in Liquidation		Maximum		Rs.2000







Section 81(2)

 Audit shall be carried out as per Auditing Standards Notified by State Government.







Section 81(2)

 Audit Shall include examination of:-

Book entry transaction:- As per Section 81(2), Auditor has to state whether there are aby book entry transaction which are prejudicial to the interest Members.

 Personal expenses debited to revenue.

 Whether loans have been shown as deposits.

 Financial assistance  from government utilised for the purpose for which it was granted.

Physical verification of cash balance/ securities.

Quick action against overdues.









Section 82- Rectification of Defects

 Society has to send Rectification Report to the Registrar & to the concerned Auditor within 3 months from date of report in form “O”.

 Auditor Concerned shall offer his remark on the Rectification Report of society item wise till entire Rectification is made by society & submit his report to Registrar.





Section 81(5)

The auditor appointed shall have the right to receive all the notices and every communication relating to the Annual General Meeting and to attend such meeting and to be heard theareat,inrespect of any part of the business with which he is concerned as auditor.





Section 81(5 B)

 Auditor Shall submit audit report within one month from its completion & in any case before issuance of notice of Annual General Body meeting.

 If auditor comes to the conclusion that any person is guilty of an offence, he shall file specific report to Registrar within 15 days of date of submission of Registrar file F.I.R.

 Auditor who fails to file F.I.R., his name shall be removed from Panel.







 If auditor finds that there are financial irregularities resulting into loss if society, auditor shall prepare special report & submit along with audit report.





Submission of Audit Report

 Auditor shall submit an Audit memorandum i.e.Audit Report to the society & registrar.

In case of bank:- In form N-1

In case of society other than bank:= in form N-2.



The Audit memorandum shall also contain schedules stating :

All transactions which appear to be contrary to the provisions of the Act and rules or Bye laws;

All sums which ought to have been but have not been brought into accounts;

Any material impropriety or irregularity in the expenditure or realisation of money due to the society;

Any money or property belonging to the society which appear to be Bad or doubtful debt; and

Any other matter specified by Registrar









Auditor shall certify that Accounting policies adopted by society are in conformity with as issued by state Government/ I.C.A.I.

While certifying profit / loss , he shall quantify effect of short fall in various provisions like Depreciation , Other expenses provision over profit & state clearly after considering effects of all provisions, whether there is profit or loss to the society.

On Completion of the audit ,auditor shall award classification letter to the society









Grounds of Removal of Auditor from Panel:

Delay in submission of audit report

Non disclosure of true and correct picture of accounts

Consent given and appointment accepted but audit not completed within stipulated period

Non-submission of specific report

Failure to file special reports

Failure to file FIR

Non-submission of scrutiny of audit rectification report to society within 6 months

If auditor is borrower of society and conducted audit

Auditor or his family member is employee of the society

Auditor or partner of the firm conducting internal audit

Auditor or any family member is committee member of the society

Audit conducted without appointment order and without the approval of general body or the Registrar

Auditor is family member of an employee of the department of Co-operation.









Provision of Act/ Rules with which auditor is more concerned 





Section 65 & Rule 49(a)

 Amount to be deducted before calculating Net Profit :- 

Interest payable on loans and deposits

Establishment Expenses

Rent, Rates & Taxes

Audit Fees 

Provision for depreciation 

Provision for Bonus

Provision for Bad and doubtful Debts.

Provision for Gratuity

Capital redemption fund 

Provision for depreciation in investment

Provision for O.I.R.

Provision N.P.A.





Section 73 C A

 If he is defaulter to society.

 A director become disqualified if he defaults payment of loan on due date. He also become disqualified if he has taken an advance or anamat or he has taken goods on credit and it is not paid within 30 days from the date of demand by the society or the date on which he has taken advance whichever is earlier.

 If he has committed breach of  Co- operative discipline.







 If he has been classified as non- active member under section 26(2)

If he carries on the business carried by society.

If he has been held responsible under Section 79 or 88

 If he has incurred any disqualification under Act & Rules.

 If he has salaried employee of any society.

If he has more than two children.

If he is guilty for any offence under section 146 & convicted under section 147
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Eligibility of auditor for panel

Chartered Accountant having fair knowledge of functioning of society and experience of least one year in auditing of societies and working knowledge of Marathi.

Auditing Firm- A firm of more than one Chartered Accountant  having fair knowledge of functioning of society and knowledge of Marathi.

Certified Auditor- 

                        i) Who holds degree 

                       ii) Fair knowledge of functioning  of society.

                       iii) Three years experience in audit of society   
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Section 81 (1 ) (f)

 Remuneration of auditor or auditing firm shall be borne by society & shall be at such rate as may prescribed.*

    *Prescribed means precribed by rules..and R-74 prescribes –Remuneration will be borne by the society and shall be at such rates as may be notified by the State Govt and we have GR Dtd.29.10.2014 notifying the Revised Structure for Remuneration of Statutory Auditors(Annx A)
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 Registrar shall submit audit report of every Apex society to State Government for being laid before both houses of State Legislature.

Audit Report shall have 

  All particulars of defects or irregularities 

In case of financial irregularities and misppropriation or embezzlement of funds or fraud, auditor shall investigate & report modus operendi, enstrument  & amount involved.

Incase of accounting irregularities ,their implications on the financial statements to be indicated in detail in the report with the correpsonding effects on Profit & Loss
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Rule 62-Form for Balance Sheet and Income & Expenditure Account

Rule 62(1) states that the balance sheet and Income & Expenditure Account to be laid before the AGM of a society by the committee shall ordinarily be in Form N.

Rule 62(2) & Bye law No.163 states that a copy of the balance sheet and Income & Expenditure Account and a copy of the report of the committee u/s 75(4) shall be displayed on the notice board of the society at least 14 days before the date fixed for the AGM.











Rule 62-Form for Balance Sheetand
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Section 79(1 B)

 Every society shall file return regarding name of auditor & his written consent within one month from Annual General Meeting. 







Sect

n 75(18)

& Every sociatyshalfle raturn ragarding name
ofsuditor & nis written consent within an
menth from 4nnusl Ganars! asting.





 9) The Nomination Register.

 10) The Society / Members Loan Register/Mortgage Register.

 11)  The Minutes Book for the meetings of the Committee of the Society.

12) The Minutes Book for the meetings of the  General Body of the Society.

 13) The Property register and furniture, fixtures and office equipment.

 14) The Structural and Fire Audit Register and Lift Inspection Record

 15) The Register of Nominal Members (Tenant occupant)

 16) The Register for Active Members









5/The Nomination Regiter.
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