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CHAPTER - V

ACCOUNT AND AUDIT

5.1 ACCOUNTS
According to the co-operative societies Aét the labour co-operative

societies have to maintain the specific books and registers as follows.

1. Register of Members

The labour co-operative societies are required to maintain the
Register of Members, in ‘I’ format and the members list in ‘J’ format. The
Register of members is one of the statutory books. It gives information about the

members of the society.

2. Share Register

It is another important statutory book showing the total capital
collected from members of the society. It contains details like the name and
address of Share Holders, number of shares purchased of shares and the total share

capital. It is maintained upto date.

3. Cash book
Cash book is used to record the daily cash transactions of the society.
It is maintained upto date and is signed by the cashier, secretary and the Chairman

of the society. Periodically the actual cash balance is verified with the balance

shown in the cash book.

4. Loan Register

This book gives information about the loans taken by the society.
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5. Proceeding Book of General Meeting
It is useful for noting the record of business transacted at annual
general meeting and that of extra-ordinary general meeting of the share holders of
the society. It is signed by the Chairman of the society. When confirmed it

becomes the legal proof of the business done in the meeting.

6. Proceeding Book of Committee Meeting
This book is used to note proceeding of meetings of committee of the
society. It is signed by the Chairman of the society. Entries in the book are

official and authentic record of the business conducted in committee meetings.

7. General and Personal Ledger
It contains the accounts of expenses and incomes. It also contains the

accounts of individuals, institutions and other agencies.

8. Dead - Stock Register

The dead-stock register shows the dead stock belonging to the

society.

9. Property Register

It is used for recording the fixed assets possessed by the society.

52 AUDIT

The audit of the labour co-operative societies is conducted every
year by the auditor appointed by the society and the audit report is submitted in a
specific format. Audit ensures that the accounts show a true and fair view of the
working of society. The auditor has to give information in form No. 1 and form

No. 21. The auditor has to take the following precautions while submitting the

audit report.
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1. The share amount as per the provision of bye — laws has been deducted from

the wages of the members.

Lo

The loan, if any, has been repaid in time.

No contractors are given membership of the society.

oW

The advances given to the members are recovered regularly and necessary

action has been taken against the defaulting members.

5. To check the amount of tender with the amount shown in the contract
statement.

6. To ensure that the rates given in the tender are approved by the managing

committee.

5.3 FINAL STATEMENTS

At the end of every year the society prepares the final accounts as follows.

1. Trial balance
Trial balance is prepared in the form of Terij patrak (3915 95). This
statement shows the totals of debit sides and credit sides of all the ledger accounts.

It ensures the arithmetical accuracy of the entries made in the books of accounts.

2. Trading account
These societies prepare trading account in the form of Kantrati
Patrak (#a1€1w=). This statement shows the income and expenditure of all labour

contracts completed by the society in that particular year. The profit is known as

the Kantrati profit (=1 %), which is nothing but gross profit.

3. Profit and Loss account

This account shows the profit or loss made in the year. This profit

or loss is finally transfered to balance sheet.



4. Balance sheet

This statement is usually prepared to show the financial position of
the society on a particular day. It shows the assets and liabilities of the society on
the last day of the accounting year.

All these statements are .'prepared at the end of every year and got
audited. The copies of these annual accounts are distributed among the members
| of the society. The over all working of the society can be evaluated on the basis of
the data available in these annual reports. There are so many techniques of
analysing the financial position of the society. The present research work uses
comparative size income statement and common size Balance sheet and

comparative size Balance sheet techniques.

5.4 FINANCIAL STATEMENT ANALYSIS
Accounting process involves recording, classifying and summarizing various
business transactions. The day-to-day transactions of a business are recorded in
different subsidiary books. These transactions are posted into various ledger
accounts and the balances are taken out at the end of a financial period. The aim
of maintaining various records is to determine profitability of the enterprise from
operations of the business and also to find out its financial position.
Definitions

According to Jhon N. Myer, “The financial statements provide a
summary of the accounts of a business enterprise, the balance sheet reflecting the
assets, liabilities, and capital as on a certain date and the income statement

showing the results of operations during a certain period.”

Comparative Statements

The comparative financial statements are statements of the financial

position at different periods of time. The elements of financial position are shown
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in a comparative from so as to give an idea of financial position at two or more

periods.

The comparative statements may show

i. Absolute figures (rupee amounts)

ii. Change in absolute figures i.e. increase or decrease in absolute figures.

iii. Absolute data in terms of percentages.

iv. Increase or decrease in terms of percentage.

Table 5.1
Distribution of Assets

‘ (Figures in lakhs)

Item 1996-97 | 1997-98 | 1998-99 | 1999-2000 | 2000-2001 | Increase /
Decrease

Fixed Assets 1.29 1.61 1.96 18.1 1.74 0.45
Current Assets 1.92 0.54 5.30 10.71 4.41 2.49
Investment 10.34 | 23.30 17.20 21.62 25.00 14.66
Deposit and 0.45 0.46 0.46 0.46 0.33 -0.12
Advance
Other Assets 52.19 9426 | 93.60 122.92 141.70 89.51
Total 66.19 | 120.17 | 118.50 157.52 173.18 106.99
Increase - (53.98) | (-1.67) | (39.02) (15.66) -

Source - Annual Reports of Societies

The total assets of sample societies increased from Rs. 66.19 lakhs in
1996-1997 to Rs. 173.18 lakhs in 2000-2001. This showing an increase of Rs.
106.99 lakhs (161.64 %) the improvement in the financial position of these
societies is highly spectacular when we remember the fact that these are the
societies formed by the labourers with very limited means.

The distribution of assets shows that the fixed assets stood at Rs.

1.29 lakhs in 1996-1997 where as they stood at Rs. 1.74 lakhs in 2000-2001.
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There was insignificant increase in the fixed assets. The fixed assets included
mainly the building, dead-stock and instruments.

The current assets were Rs. 1.92 lakhs in 1996-97. They increased to
Rs. 4.41 lakhs in 2000-2001. Investments also increased from Rs. 10.34 lakhs to
Rs. 25 lakhs during the same period. The investments were made in Bank fixed
deposits, Bank and federation shares, Government securities, Shares of other co-
operatives, Kisan Vikas Patra etc. deposits and advances were Rs. 0.45 lakhs in
1996-97 they stood at Rs. 0.33 lakhs in 2000-2001. The other assets moved from
Rs. 52.19 lakhs to Rs. 141.70 lakhs over the same period.

The yearly movement in total assets showed an increase of Rs. 53.98
lakhs from the year 1996-97 to 1997-98. Rs. 39.02 lakhs in the year 1999-2000,
Rs. 15.66 lakhs in the year 2000-2001. In 1998-99 there was a decrease of Rs.
1.67 lakhs as compared to the previous year.

It can be concluded from the above data that the investment in fixed
assets was very insignificant.

Table 5.2

Sources of Funds

(Figures in lakhs)
Item 1996-97 | 1997-98 | 1998-99 | 1999-2000 | 2000-2001 | Increase
Share Capital 3.48 7.76 10.20 16.56 21.72 18.24
Reserve fund and | 7.31 7.42 8.60 37.32 44.92 37.61
other reserve.
Other Liabilities | 6543 | 11943 | 117.78 42.98 172.44 | 107.01
Deposit 6.54 6.81 6.70 0.67 - -6.54
Total 82.76 | 14142 | 136.58 97.56 239.08 156.32
Increase (58.66) | (-4.84) | (-32.02) | (141.52)

Source - Annual Reports of the societies
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Sources of funds of labour co-operative societies are shown in Table
5.2 for the period from 1996-97 to 2000-2001. The total sources ihcreased from Rs
82.76 lakhs in 1996-97 to Rs.239.08 lakhs in 2000-2001, showing an increase of
Rs.141.52 lakhs. The share capital increased from Rs.3.48 lakhs to Rs 21 72 lakhs
and Reserves from Rs. 7.31 lakhs to Rs.44.92 lakhs during the same period. The
increase in both share capital and reserves was phenomenal especially during the

last two years.

55 COMPARATIVE INCOME STATEMENT

The income statement gives the results of the operations of a
business. The comparative income statement gives an idea of the progress of a
business over a period of time. The changes in absolute data in money values and
percentages can be determined to analyse the profitability of the business. Like
comparative balance sheet income statement also has four columns. First two
cclumns give figures of various items for two years. Third and fourth columns are

used to show increase or decreases in figures in absolute amounts and percentages

respectively.
Table 5.3
Comparative income statement
( Rs. in lakhs)
Item 1996-97 | 1997-98 | 1998-99 | 1999-2000 | 2001-2001

Kantrati Profit - 642 17.56 3543 73.18 66.49
Other Income _ 10.90 2.59 1.74 3.23 3.05
Total Income 17.32 20.15 37.17 76.41 69.54
Total expense 17.17 18.87 35.33 73.19 64.86

(99%) (94%) | (95%) (96%) (93%)
Net Profit 0.1% 1.28 1§84 3.22 4.68

Source - Annual Report of the Societies




3b

Table 5.3 shows the net profit of the sample societies for the period
from 1996-97 to 2000-2001. The net profit increased from Rs. 0.18 lakh to Rs 4.6%
lakhs during the same period. The labour societies derived their profit mainly from
the majuri work. Their other income includes the interest on deposits and dividend
on shares.

Total expenses varied between 93 and 99 percent over the period of
last five years. Of this nearly 25 percent expenses were incurred for bonus payment
tc the members, their medical treatment and other welfare activities. Nearly 10
percent cxpenses were incurred on the employees of the society. The other
expenses were 65 percent, which need to be reduced considerably to increase the

net profit.
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5.6 COMPARATIVE SIZE INCOME ANALYSIS

Comparative size income analysis of the individual sample societies
was made to find out the trend analysis. These statements are given in this chapter.
From Table 5.4 it was observed that the Kantrati profit (Gross profit) of Karveer
Kamgar Majur Co-operative society increased from Rs. 35,057 in 1997 to Rs.
43,069 in 2001. Registering an increase of 22.85 percent. The yearly movement in
Kantrati profit showed an abnormal increase of 170 percent in the year 1998. But
in the next two years it showed a considerable down fall. This society made net
profit in the year 1998, 1999 and 2000. However, the net profit decreased very
heavily i. e. from Rs. 52,455 in 1998 to Rs. 3,184 in 2001. It incurred loss in the
year 1997 and 2000. The total expenses of this society were above 90 percent of
the total income in almost all the years except 1998.

Table 5.5 shows the trend analysis of the income of Gurukrupa
Majur Co-operative Society. It was observed that the Kantrati profit of the this
society increased from Rs. 24,128 in 1997 to Rs. 49,691 in 2001 registering an
increase of 105.95 percent. The yearly movement in kantrati profit showed an :
decrease of —73.78 percent in the year 1998. But in the next three years it showed
an increase. This society made net profit in the years 1997, 1999, 2000 and 2001.
However the net profit increased from Rs. 102 in 1997 to Rs. 28,829 in 2001. The
society incurred loss of Rs. 18,766 in 1998. The proportion of total expenses to
total income varied between 40 to 61 percent.

Table 5.6 shows the trend analysis of the income of Revansidha
Majur Co-operative Society. It was observed that the Kantrati profit of this society
increased from Rs. 12,549 in 1997 to Rs. 25,375 in 2001 registering an increase of
35.50 percent. The society made net profit in the years 1999,2000 and 2001. It

incurred loss in the years 1997 and 1998. The total expenses of this society varied

between 50 and 87 percent of the total income.
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The net profit position of Kolhapur Majur and Hamal Co-operative
Society was shown in Table 5.7. Net profit increased from Rs 30,885 in 1997 to
Rs. 2,79,751 in 2001, showing an increase of nearly 9 times over a period of five
years. The percentage of total expenses varied between 90 to 96 percent.

As seen in Table 5.8 Mahalaxmi Majur Co-operative Society was
found to be not working smoothly. Infact it did not make any operations for two
consecutive years from 1998 to 1999. It incurred loss in the year 1997. It made
net profit in the years 2000 and 2001. Its expenses varied between 88 and 91
percent.

Table 5.9 shows the trend analysis of the income of Sandeep Majur
Co-operative Society. It was observad that the Kantrati profit of this society
increased from Rs. 6,830 in 1997 to Rs. 1,08,468 in 2001, registering an increase
of nearly 15 times. It incurred loss in the year 1997-1998. In 1999 it made a net
profit Rs. 11,169 which increased to Rs. 83,228 in 2001.

The proportion of expenses to the income was 79,71 and 24 percent
respectively for the years 1999,2000 and 2001.

The income movement of Suswagatm Majur Co-operative Society
was shown in Table 5.10. The society incurred loss in 1997 and 1998. In these
two years there were no operations of the society. In 1999 and 2001 it made a
profit of Rs. 8,727 and Rs. 35267 respectively, were as in 2000 it incurred loss.

Table 5.11 shows ths trend analysis of the income of
Tilbhandareshwar Majur Co-operative Society. It was observed that the Kantrati
profit of this society increased from Rs.14,674 in the year 1997 to Rs.27,275 in
2001 registering an increase of 85.87 percent.

The society incurred a loss of Rs.2,718 in 1997. From 1998 it earned
profit, which increased from Rs.4,736 to Rs.15,737. The percentage of expenses to

income was 82,76,86 and 42 percent for the years 1998,99,2000,2001.

14397
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Conclusions

sample societies the conclusions can be summarized as follows.

48

From the above comparative size-income statement analysis of the

1. Except Kolhapur Majur and Hamal co-operative society the remaining all

sample societies incurred loss in first two years, 1.6.1997,1998.

(3o

Rs.50000 except Kolhapur Majur and Hamal Society which has made a

profit exceeding Rs.1 lakh.

Even though the societies earned profit the amount of profit was less than

3. The percentage of expense to the income was found to be very high, almost

90 percent but in the last two years the percentage of expenditure has come

down, increasing the amount of profit.

Table 5.12

Inter-society Income Comparision for the year 1997

(Figures in thousand)

Profit Society Number
1 2 3 4 5 6 7 8
1997 -9 05 |-0.5 31 -1 (-0.1) -2 -3
1998 5.2 (-19) (-9) 107 - (-4) -8 5
1999 1 32 4 118 - 11 9 8
2000 -22 10 6 311 0.5 28 -16 4
2001 3 29 17 280 6 83 35 16

Source - Annual reports of societies.

Table 5.12 shows the comparative income analysis of the sample

societies for the period from 1997 to 2001. In 1997 6 societies incurred loss, the

remaining 2 societies made a profit. In 1998, 4 societies incurred loss, 3 societies

made a profit. One society had no transaction in the year. In 1999 except 1 society

the remaining 7 societies made a profit ranging from Rs. 1000 to Rs.32000. One



society had no operations. In 2000, 2 societies inéurred loss and the remaining 6
societies made profit from Rs. 4,000 to Rs. 3,11,000.

In 2001 all societies made profit ranging from Rs. 3,000 to
Rs.2,80,000. Society number 4 namely Kolhapur Majur and Hamal Co-operative
Society made profit in all the five years of study. Its profit increased from
Rs.31,000 to Rs. 2,80,000 during the same period.

Society number 7 namely Suswagatam Majur Co-operative Society
incurred loss for 3 years out of the period of 5 years of study. In 2001 it made
profit Rs. 35,000.

Society number 1-Karveer Kamgar Majur Co-operative Society,
society number 3-Revansidha Majur Co-operative society, society number 6-
Sandeep Majur Co-operative Society incurred loss for 2 years out of the five years
of the society. Society number 1 made highest profit Rs. 52,000 in 1997. Society
number 3 made profit Rs. 17,000 in 2001. Society number 4 made profit Rs.
83,000 in 2001.

Society number 2 - Gurukrupa Majur Co-operative Society, society
number 5 - Mahalaxmi Majur Co-operative Society, society number - 8
Tihbhandareshwar Majur Co-operative Society incurred loss for one year out of
the 5 years of the study. Society number 2 made highest profit in the year 1998 of
Rs. 32,000. Society number 5 had no operation in 1998 and 1999, It made profit
of Rs. 6,000 in 2001. Society number 8 made profit of Rs. 16,000 in 2001.



57 COMPARATIVE BALANCE SHEET

The comparative balance sheet analysis is the study of the trend of
the same items, Group of items and computed items in two or more balance sheets
of the same business enterprise on different dates. The changes in periodic
balance sheet items reflect the conduct of a business. The changes can be
observed by a comparison of the balance sheet has two column is used to show
increase or decrease in figures. The fourth column may be added for giving
percentage of increase or decreases.

While interpreting comparative balance sheets were studied.

1. Current financial position and liquidity position.
1i. Long-term financial position.
iii.  Profitability of the concern.

Here presented comparative balance sheet of each society for five
years. Shows total eight societies positiori from 1997 to 2001. Each societies
comparision for 1997 to 2001.

From Table 5.13 it was observed that the fixed assets of Karveer
Kamgar Majur Co-operative Society remained constant over the period of five
years of the study. The proportion of fixed assets to total assets was 12 percent in
1997 and 22 percent in 2001, ‘

Current assets decreased from Rs. 20,635 in 1997 to Rs. 10,593 in
2001. They constituted 7 percent of total assets in 1997 and 2001 also.

Investment of the society increased from Rs. 8,930 in 1997 to Rs.
11,930 in 2001. The total assets of the society showed a decreasing trend from Rs.
2.95 lakhs to Rs. 1.61 lakhs from 1997 to 2001.

- The owned funds (share capital + reserve + balance of profit)
increased from Rs. 12,734 to Rs. 24,650 during the same period. The over all the

financial position of the society seems to have deteriorated in the last five years.
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From the comparative balance sheet statement given in Table 5.14 it
was observed that Gurukrupa Majur Co-operative Society had no fixed assets.
Current assets of the society decreased from Rs. 6,629 in 1997 to Rs. 1080 in
2001. The proportion of current assets in total assets was less than 1 percent.
Investments of the society were insignificant. Total assets of the society showed a
decreasing trend from Rs. 9.14 lakhs to Rs. 6.19 lakhs from 1997 to 2001.

The owned funds increased frorﬁ Rs. 11,788 to Rs. 39,176 during the
same period. The overall position of the society seems to be not satisfactory.

Revansidha Majur Co-operative Society had no fixed assets as seen
from Table 5.15. Current assets decreased from Rs. 3,283 in 1997 to Rs. 1,001 in
2001. They constituted 1 percent of total assets in 1997 and in 2001 also.
Investment of the society decreased from Rs. 1,01,100 in 1997 to Rs 1600 in 2001.
The total assets of the society showed a decreasing trend Rs. 2.75 lakhs to Rs. 0.63
lakhs from 1997 to 2001. The owned funds of the society increased from Rs. 972
to Rs. 18844 in the same period. The overall position of the society was not
satisfactory.

From Table 5.16 it was observed that the fixed assets of Kolhapur
Majur and Hamal Co-operative Society showed an increasing trend from Rs.
93,847 to Rs. 1,38,834. The proportion of fixed assets to total assets was 2
percent in 1997 and 0.9 percent in 2001.

Current assets increased from Rs 1,52,045 in 1997 to Rs. 3,98,238 in
2001. It was 3.26 percent in 1997 and 2.69 percent in 2001 of the total assets.

Investment of the society increased from Rs. 9 lakhs to Rs. 24.7]
lakhs. The total assets showed increasing trend from Rs.46.56 lakhs to Rs 148.21
lakhs.

The owned funds increased from Rs.10.34 lakhs to Rs.68.72 lakhs

during the same period. The overall financial position of the society was

satisfactory.
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From Table 5.17 it was observed that Sandeep Majur Co-operative
had no fixed assets. Current assets increased from Rs. 2,823 to Rs. 16,221 from
1997 to 2001. It was 1 percent of the total assets in 1997 and 2.87 percent in 2001.

Investment of the society remained constant over the period of five
years. Total assets showed an increasing trend from Rs. 1.47 lakhs to Rs. 5.65
lakhs from 1997 to 2001.

The owned funds increased from Rs.-596 to Rs.6,805 during the
same period . The overall financial position of the society was sound.

From Table 5.18 it was\ observed that there were no fixed assets
belonging to Mahalaxmi Majur Co-operative Society. The current assets
decreased from Rs.1,265 to Rs.1,134 from 1997 to 2001. The percent is 0.43
percent in 1997 and 0.19 percent in 2001.

Investment of the society remained constant in the five years period.
Total assets increased from Rs. 2.91 lakhs in 1997 to Rs. 5.68 lakhs in 2001. The
owned funds increased from Rs. 30,672 to Rs 1,14,043 during the same period.
The society depended on borrowed funds heavily. The percentage of borrowed
funds to total funds was 80 percent. The overall financial position of the society
was found satisfactory.

Suswagatam Majur Co-operative Society had no fixed assets as seen
from Table 5.19. The current assets increased from Rs. 1,065 to Rs 10,159 from
1997 to 2001. The percent of total assets was 4.31 percent in 1997 and 3.31
percent in 2001.

Investments of the society remained constant for all the five years. The
owned funds of the society increased from Rs.6,159 to Rs.41,088 . The overall

financial position of the society improved during the period of study.
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From Table 5.20 it was observed that Tilbhandareshwar Majur Co-
operative Society had no fixed assets. The current assets decreased from Rs.4,123
in 1997 to Rs.2,321 in 2001. |

Investment of the society were marginal. The total assets of the
society increased from Rs. 14,353 to Rs. 2,11,986. The owned funds were Rs.
17,287 in 2001. The overall financial position of the society showed an

improvement during the period of study.

5.8 COMMON-SIZE STATEMENT

The common-size statements, balance sheet and income statement
are shown in analytical percentages. The figures are shown as percentages of total
assets and total liabilities. The total assets are taken as 100 and different assets are
expressed as a percentage of the total. Similarly, various liabilities are taken as a
part of total liabilities. These statements are also known as component percentage
or 100 percent statements because every individual item is stated as a percentages
where changes in items could not be compared with the totals have been covered
up. The analyst was able to assess the figures in relation to total values.

Here are presented the common-size statements of selected societies.
They shows the inter-firm comparison of the selected societies. They show the

trend of the financial position of these selected societies.

Common-size financial position

The common-size financial position of sample societies during the

period from 1997 to 2001 is presented in Table 5.21.
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Society number 1 Karveer Kamgar Majur Co-operative Society
society number 2 Gurukrupa Majur Co-operative Society and society no 3
Revansidha Majur Co-operative Society showed a decreasing trend in terms of
total assets. The current assets of these societies decreased. The total assets of
remaining five societies showed an increased trend. Their current assets also
increased. There was an increased in owned funds also. The overall ranking of

the sample societies was as follows.

Rank Name of the Society
1 Kolhapur Majur and Hamal Co-operative Society
2 Sandeep Majur Co-operative Society
3 Mahalaxmi Majur Co-operative Society
4 Suswagatam Majur Co-operative Society

Tilbhandareshwar Majur Co-operative society
Gurukrupa Majur Co-operative Sociery

Karveer kamgar Co-operative Society

0 N W

Revansidha Co-operative Society



