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operative to make panel of Auditors and
send it to member co-operatives. The
Federal co-operative can issue guide
lines for smooth conducting of audit.
However as per Section 33 (1) of the
KSS Act, 1997 right of appointment
of the auditors rests with the General
Body of the concerned cooperative and
hence federal cooperative cannot give
directions in appointment of auditors.
However the federal cooperative has
issued circularsto all cooperatives stating
that the cooperatives have to appoint
auditors out of the panel only.

Q. Income from e-stamping whether
deduction available u/s 80P?

A. No. E-stamping activity is not a
banking activity and deduction under
section 80P is not available. However
co-operative concerned can maintain
separate books of accounts and records
for e-stamping activity and can claim
al the expenditure like rent, salary,
depreciation on computers ,electricity,
stationery etc spent for e-stamping
activity and the income arrived after
deducting all these expenditures is only
subject to tax.

Q. Regarding appointment of auditor s-
by society. Why not appointment
shall be made by the Karnataka
State Souharda Federal Co-operative
itself directly to make the audit more
transpar ent/independent.

A. As pe the existing provisions
explained in one of the answers above it
is not possible. It requires amendment to
KSS Act. One should also note that this
may defeat the very purpose of Souharda
Act.

Q. In a souharda co-op depreciation
fund created in liability side and gross
block of asset shown in assetsside. Now
what is the remedy.(But depreciation
calculated on WDV method . Now
what istheremedy?

A. You can continue with the same
procedure of accounting of depreciation
in future also. Alternatively you can pass
thejournal entry by debiting depreciation
reserve and crediting concerned assets
to arrive at the written down vaue at
the year end. You have to follow WDV
method of depreciation accounting only.
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Q. canour staff attend the A.G.M. as our firms representative
? or Only partners haveto attend?

A. No. As per section 33 (5) of K S S Act, 1997, the auditor
should attend the general body of the co-operative and he can
not delegate this power to any other person. However, it is
recommended to fix the general body in consultation with the
auditor concerned.

Q.1.What is the exact difference between the co-operative
credit society and souharda?

A. A credit co-operative society is
registered under the Karnataka Co-
operative Societies Act, 1959 whereas
Souharda  cooperative  is
registered under the Karnataka
Souharda Sahakari Act, 1997.
There is a provision in the
1959 Act for the Government
interference. But there is no
provision in the 1997 Act
for any interference of the
Government. Self management,
self control and full freedom is
given under the 1997 Act. There
are no government grants for
Souharda Co-operatives. Audit
is carried out by the Chartered
Accountants is Souharda Co-
operatives, whereas in case of
co-operative societies audit is
carried out by co-operative audit

Botidedd, BEted Totie
Thoreety 386 SZH0BRersT

Se03IeE 08THY TTHHRIT ST
BOBeFS0 B, 0803 JoatZ
TBTO0D STBOBReTT e SHGHFT
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Incase of co-operatives one can take a stand that the depositing
cash in savings account by a member of co-operative, in my
opinionisnot in violation of section 269SS as the deposit is not
in the nature of deposit from “any other person”. It is putting
money in your own account.

Q. Now | am applying for empanelment. Whether | can get
Audit for theyear 2010-11.

A.No. Theempanel ment of Chartered Accountantsfor conducting
the audit for 2010-11 was prepared by the
Federal Co-operative about 2 years back.
The present empanelment is for the years
2011-12 and 2012-13.

Q. Auditor who is indebted to
the society can be appointed as
auditor. Whether he can take
loan after appointment.

A. No. As per the institute
guidelines (ICAIl) any person
having liability of Rs.1000/-
or more cannot accept the
appointment as auditor of that
cooperative.

Q. Sitting fees to director
is there any minimum or
maximum limit.

A. There is no minimum or
maximum limit prescribed in the
KSS Act. It is the prerogative
of the General Body of the
concerned cooperative.

department. _ _ Q. Whether annual
Q. Our unit (Cooepd credlkt] Q0 6%3@@539(35(3 D060 Be information report has to be
society is  register wit o filed by the souharda?

A.R.(Belgaum). Can it be S &egdds‘d)& TTETOT. A. Section 285BA of the Income

converted into souharda? .If so
what steps to be followed.

A. Yes. Your credit cooperative
society can be converted to
souharda. Please follow the guidelines issued by the Souharda
Federal Co-operative in this behalf.

Q. Whether co-operative can pay dividend to regular
member & associate membersat different rates?

A. No. Thereis no provision in K S S Act to do so. As per co-
operative principles all members are equal for distribution of
dividend.

Q. Section 269 SSof Income Tax Act: - cash deposit exceeding
Rs.20,000 first credited to SB A/c or Current A/c and then
transferred toterm deposit. Isit violation of thel.T Act, Sec.
269SS.

A. Section 269SS of the Income Tax Act, 1961 specifies the
mode of taking or accepting certain loan or deposits. According
to the existing provisions of the Income Tax Act no person shall
accept from any other person in excess of Rs.20000/- in cash
from any other person and hence from the plain reading of the
section accepting cash in excess of Rs.20000/- is in violation
of section 269SS. However, this provision is not applicable to
banking company, post office savings bank or co-operative bank.

Tax Act, 1961 read with rule
114E provides that the AIR
shall be filed by class of person
specified in the table in respect
of specified transactions. The co-operatives are not included in
the said table and hence co-operatives are not required to file
the same. However if the information is sought specifically in
writing you are required furnish the same.

Q. F.D. madeby thecoop society with National Bank whether
TDSisapplicable?.

A. As per section 194A of the Income Tax Act, provisions
contained in the said section are not applicableif the payeeisthe
co-operative society. Hence deposits made in commercial bank
are not subject to TDS. However few of the banks due to lack of
awareness are deducting tax at source. One should also note that
the interest earned on investment with commercial bank is not
eligible for deduction under section 80P(2) and subject to tax.
Q. What will be the impact of Direct Tax Code Bill on
Souharda Act & Rules?

A. Provisions and impact are given separately in the article.

Q. When a new CA enters into Audit Panel what are the
chances of getting the audit?

A. Section 53(7)(T) of KSS Act, 1997 empowers Federal Co-
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