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Foreword 

The cooperative sector has long served as a pillar of India’s socio -economic 

development, driving inclusive growth, empowering communities, and 

ensuring equitable access to financial and developmental opportunities. 

Today, as cooperatives expand their roles across banking, agriculture, 

housing, credit, and producer sectors, the need for stronger governance, 

professional management, and greater transparency has become more 

important than ever. As the cooperative landscape undergoes rapid 

transformation, there is a growing need for professionally guided financial 

stewardship that ensures both compliance and long-term sustainability. 

This publication on “Professional Opportunities for Chartered 
Accountants in the Cooperative Sector” is a important contribution 

towards strengthening the cooperative ecosystem. It provides a clear and 

well-structured overview of the legal framework, institutional mechanisms, 

governance practices, and operational challenges that shape the functioning 

of cooperatives in India. By simplifying complex regulatory requirements and 

offering practical insights, the publication serves as a dependable guide for 

all stakeholders engaged in cooperative development. 

The role of Chartered Accountants in this sector is particularly significant. 

Their expertise in financial reporting, auditing, compliance, and advisory 

functions promotes accountability, strengthens member confidence, and 

supports sustainable growth. Chartered Accountants, with their 

multidisciplinary expertise, are uniquely positioned to elevate governance 

standards and contribute meaningfully to the nation’s broader agenda of 
inclusive economic growth. This publication rightly recognises and highlights 

the expanding opportunities and responsibilities of professionals in 

safeguarding the integrity and efficiency of cooperative institutions.  

I commend the Committee on Commercial Laws, Economic Advisory and 

NPO Cooperative for its initiative in developing this comprehensive resource. 

I congratulate CA. Abhay Chhajed, Chairman; CA. Pramod Jain, Vice-

Chairman; and all Committee members for their commitment in 

conceptualizing and delivering this insightful publication. 
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I am confident that this publication will serve as an essential reference for 

Chartered Accountants and for all those committed to enhancing the vitality 

and resilience of the cooperative movement in India. 

 

CA. Charanjot Singh Nanda 

President, ICAI 

 



Preface 

In an era of expanding cooperative movements, rapid socioeconomic 

development, and heightened regulatory expectations, cooperatives have 

emerged as key institutions driving financial inclusion, community 

empowerment, and sustainable growth. Across sectors such as banking, 

credit, housing, dairy, agriculture, and multi-state operations, cooperatives 

continue to enhance livelihoods, create employment, and provide accessible 

financial services. With increasing scale and complexity, the need for 

stronger governance, transparency, regulatory compliance, and professional 

management has become essential for long-term sustainability. 

This publication on “Professional Opportunities for Chartered 
Accountants in the Cooperative Sector” provides a comprehensive 

overview of the cooperative ecosystem, including legal and institutional 

frameworks, governance practices, and operational challenges. It highlights 

the crucial role of Chartered Accountants in enhancing accountability, 

financial discipline, compliance, and advisory functions within the sector.  

As Chairman and Vice-Chairman of the Committee on Commercial Laws, 

Economic Advisory & NPO Cooperative, ICAI, it is our privilege to present 

this publication, aimed at empowering and strengthening the cooperative 

sector.  

We thankfully acknowledge the contributions of the author, CA. B V 

Raveendranath and reviewer CA. Ruta Chitale, for their valuable insights and 

dedicated efforts.  

We also express our heartfelt gratitude to CA. Charanjot Singh Nanda, 

President, ICAI, and CA. Prassana Kumar D, Vice-President, ICAI, for their 

continuous support and guidance. Our appreciation further extends to 

Secretariat of the Committee and the Committee members for their 

unwavering commitment to developing useful professional resources.  
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We hope this publication serves as a practical and enriching guide for 

cooperative leaders, Chartered Accountants, policymakers, regulators, and 

students dedicated to strengthening and advancing the cooperative 

movement in India. 

 

CA. Abhay Chhajed CA. Pramod Jain  

Chairman Vice-Chairman 

Committee on Commercial Laws, Economic Advisory and NPO Cooperative 

 

November 18, 2025 

Delhi 
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Preamble 

The Indian cooperative sector is a monumental cornerstone of the nation's 

economic and social fabric, deeply entrenched in the livelihood of millions. 

Encompassing a colossal and intricate network of societies, it spans across 

vital segments of the economy: from grassroots Primary Agricultural Credit 

Societies (PACS) and Urban Cooperative Banks (UCBs) to housing, 

consumer services, and large multi-state marketing federations. This sector 

is not merely a collection of financial entities; it is a profound social 

movement, rooted in the principles of self-help, mutual aid, and democratic 

member control. For decades, this sector has operated with its unique set of 

laws and challenges, often overlooked by the mainstream financial 

professional. This oversight has historically led to governance deficits, 

financial vulnerabilities, and an environment ripe for mismanagement, 

creating a perception of the sector as being less transparent.  

However, with recent legislative reforms, a powerful governmental push for 

accountability, and comprehensive technological integration, the cooperative 

sector is evolving at an unprecedented pace. The establishment of the 

separate Union Ministry of Cooperation signalled a decisive commitment at 

the highest level to unlock the sector's potential and modernize its 

functioning, aligning it with contemporary standards of corporate governance. 

This new mandate calls for a radical infusion of professional competence.  

The Transformative Imperative: Modernization 
and the Need for Rigour 

The current era represents a watershed moment for Indian cooperatives. The 

challenges faced by the sector – ranging from Non-Performing Assets 

(NPAs) in cooperative banks to data opacity in agricultural societies – 

demand professional intervention. The legislative amendments, such as the 

proposed changes in the Multi-State Co-operative Societies (MSCS) Act, 

2002, are designed to introduce much-needed discipline, transparency in 

financial reporting, and strict election protocols. 

Perhaps the most defining opportunity lies in the massive, centrally 

sponsored project for the Computerization of 63,000 functional PACS. This 

initiative is the lynchpin of the transformation, replacing archaic manual 

record-keeping with a cloud-based Enterprise Resource Planning (ERP) 



Professional Opportunities for CAs in the Cooperative Sector 

2 

system, a Common Accounting System (CAS), and a robust Management 

Information System (MIS). This profound digital shift makes the role of the 

Chartered Accountant not just valuable, but absolutely indispensable to 

ensure data integrity, system assurance, and the seamless transition of 

legacy financial records into the new digital architecture. The success of this 

multi-thousand-crore government project hinges on the availability of 

qualified professionals who can audit, certify, and advise on this technical 

and financial integration. 

The Chartered Accountant: The New Strategic 
Partner 

This document serves as a comprehensive guide to the multifaceted 

professional opportunities available for Chartered Accountants (CAs) within 

this dynamic landscape. It moves decisively beyond the traditional role of a 

statutory auditor to explore a wide range of advisory, specialized audit, and 

strategic assurance functions. 

The CA, with a unique training that blends law, accounting, taxation, and 

auditing, is the only professional equipped to address the sector's complex 

needs: 

• Statutory & Tax Compliance: Guiding societies through the 

complexities of Income Tax, particularly leveraging Section 80P for 

deductions, and ensuring stringent GST compliance for housing, 

credit, and marketing cooperatives. 

• Specialized Assurance: Executing mandatory Concurrent Audits, 

implementing Risk-Based Internal Audit (RBIA) frameworks as 

mandated by the Reserve Bank of India (RBI) for cooperative banks, 

and performing crucial IT Audits to validate the newly implemented 

ERP systems. 

• Investigative & Governance Roles: Addressing the rising concern of 

white-collar crime by deploying Forensic Audit and Fraud Investigation 

techniques to safeguard member funds and acting as a strategic 

governance advisor on bye-law maintenance, mergers, 

amalgamations, and liquidation proceedings. 

By meticulously examining the lifecycle of a cooperative society—from its 

formation to its corporate actions—and highlighting the CA's role at each 
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stage, this publication aims to be an indispensable resource and a career 

roadmap. It is designed to empower CAs with the specialized knowledge 

required to navigate the sector's specific legal frameworks and to position 

themselves as trusted partners and Catalysts of Change in fostering 

governance, financial integrity, and sustainable growth within India's 

cooperative movement. The future of a strong, transparent, and financially 

sound cooperative sector rests squarely on the shoulders of the Indian 

Chartered Accountant. 



Chapter 1 

Introduction 

The Indian cooperative sector, a vast and complex network of over 800,000 

societies spanning 29 diverse sectors, is undergoing a profound 

transformation. Fuelled by significant government initiatives aimed at 

modernization and enhanced governance, the sector is moving from a 

traditionally informal structure to one demanding professional oversight. In 

this evolving landscape, the role of a Chartered Accountant (CA) has 

transcended its conventional boundaries. CAs are no longer confined to the 

statutory obligation of auditing financial statements; their expertise is now 

indispensable for a wide array of strategic, advisory, and governance 

functions. 

This report demonstrates that the CA is an essential partner in navigating the 

sector's growth, complexity, and ethical challenges. From the foundational 

stages of registration and drafting of legal documents to the complexities of 

corporate restructuring and forensic investigations, CAs are uniquely 

positioned to provide value. The recent formalization of governance 

standards by the Institute of Chartered Accountants of India (ICAI) and the 

establishment of new regulatory bodies underscore the sector's increasing 

systemic importance. The professional opportunities for CAs are extensive 

and growing, encompassing roles from compliance officers and risk 

managers to strategic advisors and guardians of public trust.  



Chapter 2 

The Indian Cooperative Sector:  
An Evolving Landscape 

2.1 Overview and Context 

The cooperative movement in India is a significant economic and social 

force. With a staggering 802,639 societies, it is a sector of immense scale 

and reach, with large entities like the Indian Farmers Fertiliser Cooperative 

(IFFCO) reporting a turnover of over 60,000 crores in the financial year 2022-

23. This ecosystem spans multiple sectors, from agriculture and credit to 

housing and marketing. Recognizing this immense potential, the Government 

of India has initiated a strategic push for modernization. A prime example is 

the project for the computerization of 63,000 functional Primary Agricultural 

Credit Societies (PACS) with a total financial outlay of ₹2,516 crore. 

This drive for modernization is not merely an administrative exercise. By 

bringing all functional PACS onto a common ERP-based national platform, 

the government is deliberately creating an environment of enhanced 

transparency and standardization. This systemic change fundamentally shifts 

the operational requirements of these societies, creating a critical need for 

professional expertise. The CA, with a strong understanding of financial 

systems and digital processes, is a crucial facilitator of this transition. CAs 

with a background in information systems and data management are needed 

to: 

● Act as System Integrators (SIs): 

 Collaborating with national software vendors to digitize decades of 

legacy data and customize the ERP software to meet state-specific 

requirements. 

● Data Migration and Reconciliation: 

 The process of collecting, cleaning, and migrating historical data to the 

new digital platform is a critical, highly specialized task that demands a 

CA's expertise in accounting and data integrity. 
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● Training and Capacity Building: 

 CAs can play a key role in providing training and "handholding" to 

PACS personnel and members, who are often digitally illiterate, to 

ensure a smooth transition to the new systems. 

The role is not merely to audit the accounts after the fact but to guide 

societies in the initial digital onboarding, ensure data integrity, and manage 

the systemic implications of a centralized financial and operational 

framework. This moves the CA from a passive compliance role to a central 

figure in the sector’s digital transformation. 

2.2 The Chartered Accountant as a Catalyst for 
Change 

The ICAI, as India’s largest professional accounting body, is actively shaping 
the professional landscape in the cooperative sector. Its decision to expand 

the mandatory applicability of its Audit Quality Maturity Model (AQMM) 

Version 2.0 to a wider range of entities is a clear indication of a strategic 

shift. This expansion includes firms that audit multi -state cooperative banks, 

subjecting them to the same rigorous quality standards previously reserved 

for listed companies and other major banks. 

This policy change signifies a crucial moment for the cooperative sector. The 

ICAI's move demonstrates a formal recognition of the systemic importance of 

large cooperative institutions. By applying the same audit quality standards 

to these entities as it does to companies, the ICAI is elevating the 

cooperative sector to a position of greater public and regulatory scrutiny. This 

creates a clear mandate for CAs to apply their highest levels of expertise in 

ensuring governance, strengthening processes, and leveraging technology to 

enhance audit quality, thereby providing confidence and public trust in a 

sector long plagued by opacity. 

2.3 Legal and Regulatory Framework 

A defining feature of the Indian cooperative sector is its dual regulatory 

structure. As "Cooperative Societies" are a State Subject, societies operating 

within a single state are governed by state-specific Cooperative Societies 

Acts. In contrast, societies with an area of operation extending to more than 

one state fall under the central law, the Multi -State Co-operative Societies 

Act, 2002 (MSCS Act). The Central Registrar of Cooperative Societies is the 
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statutory body responsible for the registration and other processes of Multi -

State Cooperative Societies (MSCS), while their state counterparts manage 

societies within their respective jurisdictions. 

This bifurcated legal framework presents a unique professional challenge 

and a significant opportunity for CAs. For a practitioner with a national 

footprint, it requires a nuanced understanding of a patchwork of state -specific 

laws and the overarching central act. The ability to navigate these legal 

complexities and provide bespoke advice is a high-value service. A CA can 

help a multi-state society ensure uniform compliance across all its 

operational geographies, thereby mitigating the risks of non-compliance and 

providing a seamless, legally sound operational structure. This positions the 

CA as a critical legal and financial advisor, bridging the gap created by the 

legislative structure. 



Chapter 3 

The Foundational Framework: Legal, 
Regulatory, and Governance Structure 

3.1 The Legal Mandate and its Implications 

The legal framework for cooperative societies in India is dual and 

multifaceted. Societies operating within a single state are governed by state-

specific Cooperative Societies Acts, while those with a presence in more 

than one state are regulated by the Multi-State Cooperative Societies 

(MSCS) Act, 2002. This legal regime mandates an annual audit for every 

cooperative society, with the MSCS Act explicitly requiring that the auditor be 

a Chartered Accountant. The appointment of these auditors is legally 

prescribed, often from a panel approved by the Registrar of Cooperative 

Societies. This legal mandate provides a foundational, perennial source of 

professional work for CAs. 

The fragmented and dual regulatory environment presents a significant 

challenge for cooperatives but a direct opportunity for CAs. Navigating the 

specific nuances of state laws versus the central MSCS Act, and the 

additional regulations from RBI or NABARD for banks, requires specialized 

expertise that only a CA can provide. This complexity transforms a 

compliance task into a high-value advisory service. A cooperative registered 

in a single state operates under one set of rules, while a multi -state 

cooperative must adhere to another. This lack of a uniform legal framework 

across the country means that a one- size-fits-all approach is impossible. 

CAs, by staying updated on these varied legal frameworks, can offer tailored 

and precise advice, ensure compliance and mitigating legal risks. This 

expertise is a key differentiator and a direct result of the regulatory 

complexity. 

3.2 The Dual Regulatory Regime and its 
Complexity 

A particularly complex aspect of the cooperative ecosystem is the dual 

regulatory regime for cooperative banks, which are overseen by both the 

state cooperative departments and central authorities like the Reserve Bank 
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of India (RBI) and NABARD. The Ministry of Cooperation also provides 

crucial policy support to strengthen these banks. This multi -layered 

regulatory structure, while intended to ensure discipline and transparency, 

necessitates a professional intermediary to facilitate communication and 

compliance. CAs serve this crucial bridging function, ensuring cooperatives 

adhere to both state-level and central-level guidelines. 

The existence of multiple supervising authorities for a single entity can lead 

to conflicting requirements or bureaucratic delays. The CA's role is to 

harmonize these requirements, ensuring that statutory audits, internal audits 

(e.g., Risk- Based Internal Audit as per RBI guidelines), and other 

compliances are met without friction. This positions the CA as an essential 

part of the institutional mechanism that ensures the sector operates "in a 

disciplined and transparent manner". The Institute of Chartered Accountants 

of India (ICAI) has a history of successful representations to the RBI and 

NABARD on matters such as auditor appointment and fee fixation, 

demonstrating the profession's established role in this regulatory landscape.  

1.2 The Imperative for Professionalization and Accountability 

A majority of cooperative societies are documented as lacking financial 

stability, with many being either dormant or loss-making due to poor 

leadership and a lack of accountability. The government's new policy directly 

aims to create a favourable legal environment that ensures both autonomy 

and accountability. The professional role of a CA is critical for 

institutionalizing this accountability. By acting as a third-party, independent 

professional, the CA can enhance the credibility of a cooperative and protect 

member interests. 

The core problem cited is a lack of accountability and financial stability. The 

mere presence of a statutorily mandated CA audit is designed to combat this 

issue. The CA's report provides an independent assessment of the society's 

financial health and its adherence to legal norms. This external validation is 

critical for building trust among members and attracting external funding. By 

highlighting internal control weaknesses and other vulnerabilities, CAs can 

help cooperatives move from their current state to becoming professionally 

managed, vibrant economic entities. 

 

 



Professional Opportunities for CAs in the Cooperative Sector 

10 

Act / Provision Purpose CA's Role 

MSCS Act, 2002 (Sec 

70, 72) 

Mandates annual audit 

and specifies that the 

auditor must be a 

Chartered Accountant. 

Statutory    Auditor: 

Conducts mandatory 

annual audit, signs off 

on financial 

statements, and 

issues a report on 

legal compliance. 

Karnataka 

Cooperative 

Societies Act  1960 

Maharashtra 

Cooperative 

Societies Act, 1960 

and similar State 

laws 

Regulates the 

appointment, duties, 

and fees of the 

auditor; restricts audit 

tenure to two 

consecutive years. 

Panel Auditor & 

Advisor: Engaged 

from an approved 

panel, performs   

audit,   and provides a 

report to the Registrar, 

adhering to legal 

provisions 

Model Bye-Laws Defines the society's 

constitution, including 

rules on raising funds, 

membership, and 

financial record-

keeping. 

Governance 

Consultant: Advises 

on drafting or 

amending bye-laws to 

ensure legal 

compliance, financial 

soundness, and 

alignment with 

business objectives. 



Chapter 4 

Registration, Incorporation, and 
Foundational Advisory 

4.1 Drafting of Bye-Laws and Registration 
Documents 

Historically, the legal framework for cooperatives has been "prescriptive" 

rather than "facilitator," with model bye-laws often becoming mandatory in 

practice and restricting a cooperative's autonomy. The NCP’s focus on 
providing "autonomy, ease of doing business, and good governance" directly 

addresses this issue. CAs are well-positioned to act as governance and legal 

consultants, helping cooperatives transition from outdated, prescriptive 

frameworks to modern, flexible, and financially sound governance structures.  

Bye-laws are the "constitution" of a society, governing everything from the 

composition of the management committee to financial management and 

member rights. CAs, with their knowledge of financial and legal regulations, 

can advise on drafting or amending bye-laws to: 

(a) incorporate new business lines, 

(b) establish clear financial policies and controls, 

(c) define member rights and duties, and 

(d) introduce best practices for governance and staff remuneration. 

This transforms the CA from a mere rule-follower to a rule-shaper, enabling 

cooperatives to operate more efficiently and in line with contemporary 

business practices. 

Therefore, the professional involvement of CAs in the cooperative sector 

begins at its inception. The registration process for a cooperative society is a  

meticulous, document-heavy procedure that lays the legal and operational 

groundwork for its future. For a multi-state society, the Central Registrar 

requires the submission of several documents, including four copies of the 

proposed bye-laws, a list of persons who have contributed to the share 

capital, and a comprehensive list of office bearers. The bye-laws themselves 

are the society's foundational charter, detailing its name, registered address, 
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area of operation, and critical procedures such as membership admission, 

election processes, and the constitution of the board. 

A CA’s role in this stage is far more than procedural; it is a critical act of 
proactive risk mitigation. While the law mandates the submission of these 

documents, a seasoned CA ensures they are drafted with legal foresight. For 

instance, clearly defining the procedure for membership or the terms of share 

redemption in the bye-laws can prevent future disputes and mismanagement. 

The CA can also act as a witness for the Memorandum of Association, 

providing a layer of authenticity and legal authority to the founding 

documents. By establishing a robust governance framework from the outset, 

the CA helps build a resilient organization, setting the stage for long -term 

success and integrity. 

The following table provides a concise checklist of key requirements for a 

multi-state cooperative society's registration, serving as a practical guide for 

a CA advising a new client. 

Requirement Description & Details Relevant Act/Rule 

Application &A joint application from all 

founding members with four 

copies of proposed bye-laws, 

signed by each applicant. The 

bye-laws must be consistent 

with the MSCS Act. 

Multi-State 

Cooperative Societies 

Act, 2002 & Rules, 

2002 

Share Capital & 

Members 

A list of persons contributing 

to the share capital, including 

the amount and admission fee 

paid by each. A CA can 

authenticate the 

Memorandum of Association. 

Multi-State 

Cooperative Societies 

Act, 2002 

Key Bye-Law 

Content 

Must specify the society's 

name, registered address, 

area of operation, and rules 

for membership,   elections,   

and redemption of shares. 

Multi-State 

Cooperative Societies 

Act, 2002 

Legal Status Upon registration, the Central 

Registrar issues a certificate, 

Multi-State 

Cooperative Societies 
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and the society becomes a 

body corporate with a 

separate legal entity. 

Act, 2002 

Documentation A copy of the society's 

registration certificate, a list of 

governing body members, 

and proof of the registered 

office's address. 

Cooperative Societies 

Registration Act or 

relevant State Law 

4.2 Navigating the Election Process 

A cornerstone of the cooperative model is its democratic governance, where 

members actively participate in setting policies and electing their 

representatives. Recent amendments to the MSCS Act have institutionalized 

this principle by establishing a new, independent Cooperative Election 

Authority (CEA). This body is tasked with the preparation of electoral rolls, 

the conduct of elections, and the overall supervision of the electoral process 

for multi-state societies. 

The creation of the CEA represents a direct regulatory response to the 

historical challenges of electoral integrity and a strategic move toward 

ensuring a transparent and fair process. This new professional landscape 

offers a specialized and high-value opportunity for CAs. CAs can be 

empanelled with the Department of Co-operation as Election Officers, a role 

that leverages their reputation for impartiality and ethical conduct. By serving 

in this capacity, a CA becomes a vital instrument of this state-led reform, 

ensuring that the democratic principles of the cooperative movement are not 

only upheld but also professionally and transparently executed.  



Chapter 5 

Regulatory Compliance and Statutory 
Obligations 

5.1 Compliance with Cooperative and Allied Acts 

A CA's expertise is fundamental in ensuring a cooperative society adheres to 

the intricate web of laws governing its operations. Beyond the Cooperative 

Societies Act, a society is subject to the Income Tax Act, Goods and 

Services Tax (GST) Act, and a variety of labour laws. The ICAI correctly 

identifies CAs as essential advisors who help businesses navigate these 

complex legal requirements, thereby mitigating the risk of legal penalties and 

reputational damage. 

A significant aspect of this is the mandatory annual compliance calendar. 

Societies must hold Annual General Meetings (AGMs), maintain accurate 

records, and file annual returns with the Registrar of Cooperative Societies. 

This includes audited accounts, a list of current office bearers, and a report 

of activities for the year. A CA's role extends beyond the mere preparation of 

these documents. By ensuring strict adherence to these statutory obligations, 

the CA builds and maintains the organization's credibility with regulators and 

its members. This is a critical function that turns compliance from a burden 

into a strategic tool for good governance and stakeholder trust.  

5.2 Taxation and Financial Prudence 

The tax regime for cooperative societies has seen recent, favourable reforms 

that present significant opportunities for CAs as tax advisors and planners. 

The government has reduced the surcharge for societies with income 

between ₹1 crore and ₹10 crore from 12% to 7% and has cut the Minimum 

Alternate Tax (MAT) rate from 18.5% to 15%, bringing it on par with 

companies. This policy change is a clear signal from the government to level 

the playing field and empower cooperatives to reinvest capital for the benefit 

of their members. 

For CAs, this means moving beyond simple tax compliance. The role now 

involves providing strategic counsel to help societies maximize the benefits 

of these policy changes. This includes advising on financial strategies to 
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reduce tax burdens, freeing up capital for member benefits, and ensuring the 

society's financial structure is optimized for long-term growth. Furthermore, 

CAs must advise on GST compliance, as societies are not automatically 

exempt from the tax. With a registration threshold of ₹20 lakh for services, 

and a rule that maintenance charges exceeding ₹7,500 per member per 

month are taxable, CAs are necessary to ensure societies do not 

inadvertently fall afoul of the law due to a lack of awareness.  

5.3 Adherence to Labour and Social Laws 

When a cooperative society employs staff, even on a contract basis, it legally 

assumes the identity of an “employer” and must comply with a range of 
labour laws. This includes adhering to the Minimum Wages Act, complying 

with the Payment of Gratuity Act if it employs 10 or more people, and 

managing obligations under the Employees' Provident Fund (EPF) Act if it 

has 20 or more regular employees. POSH Act etc. Failure to comply with 

these regulations can result in substantial penalties, fines, and legal 

prosecution. 

A common challenge for many smaller societies, such as housing societies, 

is a lack of awareness of these complex legal obligations. This knowledge 

gap creates a high-value opportunity for CAs to provide specialized advisory 

services. By conducting a thorough compliance audit of employment 

practices and guiding the society's management on its legal duties, a CA can 

protect the organization from significant legal and financial exposure. This 

proactive risk management role, which combines legal, financial, and 

operational expertise, is a crucial, yet often overlooked, area of professional 

practice. 



Chapter 6 

Distinct Areas of Professional 
Opportunity beyond the Traditional 

Audit 

Ensuring timely and accurate compliance is crucial for any organization, 

particularly those operating under the Cooperative Societies Act. A Chartered 

Accountant (CA) plays a pivotal role in managing these statutory obligations. 

Here is a breakdown of the key requirements, the governing laws, and the 

essential services a CA provides. 

Annual General Meeting (AGM) 

Act/Law: Cooperative Societies Act 

Frequency: Annually 

CA's Role: The CA's involvement includes agenda drafting and 

attendance at the meeting to ensure procedural 

correctness. 

Statutory Audit & Annual Return Filing 

Act/Law: Cooperative Societies Act, 1860 (or relevant state laws) 

Frequency: Annually (within 6 months of the financial year closure) 

CA's Role: The primary role involves the preparation of audited 

statements and filing the audit report with the Registrar.  

Income Tax Return (ITR) Filing 

Act/Law: Income Tax Act, 1961 

Frequency: Annually 

CA's Role: This includes the preparation and filing of the ITR, a 

necessary step even if the entity's income is tax-exempt. 
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GST Compliance 

Act/Law: GST Act 

Frequency: Monthly or quarterly 

CA's Role: A CA handles registration, invoice issuance, and filing 

GSTR- 1 & GSTR-3B if the turnover exceeds the mandated 

threshold. 

Labour Law Compliance 

Act/Law: Minimum Wages Act, EPF Act, Gratuity Act 

Frequency: Ongoing/Periodic 

CA's Role: The CA provides advisory on employer obligations, assists 

in maintaining statutory records, and conducts compliance 

audits to mitigate risk. 

Bye-law Maintenance. 

Act/Law: Cooperative Societies Act 

Frequency: As required 

CA's Role: Services here focus on providing advisory on amendments 

and new rules, including liaising with the Registrar's Office 

to ensure the by-laws remain current and legally compliant. 

6.1 Annual General Meeting (AGM) & CA’s 
Professional Role 

The Annual General Meeting (AGM) is a cornerstone of a cooperative's 

democratic governance, a principle that is fundamental to its operation. The 

Cooperative Societies Act mandates that a society must hold an AGM 

annually. This meeting is a formal event where members discuss the 

society's activities and financial matters and make key decisions, such as 

amending bye-laws or electing the board of directors. 

For a Chartered Accountant, the role is far from passive. A CA can provide a 

critical service by drafting the AGM agenda and the budgets to ensure they 

are compliant with statutory requirements. Furthermore, a CA often attends 

the AGM in their capacity as the appointed auditor to present the annual 

audit report, a legal obligation for the society to fulfil. This not only ensures 
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financial transparency but also reinforces the CA's position as a key advisor 

in the cooperative's governance structure. 

6.2 Statutory Audit & Annual Return Filing 

This is the foundational and legally mandated function for a CA in the 

cooperative sector. The Co-operative Society Act, 1912, and its subsequent 

state-level versions, requires every registered society to undergo a statutory 

audit at least once a year. An auditor, typically a qualified CA, is appointed 

from a panel approved by the Registrar. The scope of this audit extends 

beyond a simple financial check; it includes a thorough examination of 

overdue debts, cash balances, and the valuation of assets and liabilities. 

Critically, the auditor is also responsible for assessing whether the society 

has achieved its social objectives and adhered to its own bye-laws. 

Following the audit, the society is obligated to file an annual return with the 

Registrar of Cooperative Societies, a process in which a CA is indispensable. 

This filing, which must be completed within a specific timeframe after the 

financial year closes, includes the audited statements, a list of current office 

bearers, and a comprehensive activity report for the year. The CA's expertise 

ensures that these documents are prepared accurately and submitted on 

time to maintain the society's legal status. 

6.3 Income Tax Return (ITR) Filing 

Under the Income Tax Act, 1961, every registered cooperative society is 

considered a separate legal entity and is required to file its Income Tax 

Return (ITR) annually. This obligation exists even if the society's income is 

tax- exempt. 

The CA’s role is to manage this entire process, ensuring that the ITR is 
prepared accurately and filed promptly. This involves navigating the tax laws 

specific to cooperatives, which can include advising on recent tax rate 

reductions for societies and ensuring that any claims for tax exemptions are 

properly documented and substantiated. 

6.4 GST Compliance 

While many cooperative societies are small, they are not automatically 

exempt from Goods and Services Tax (GST). If a society's annual turnover 

from taxable activities (such as non-interest incomes, maintenance charges, 

hall rentals, or fees) exceeds the prescribed threshold of ₹20 lakh for 
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services, it must register under the GST Act. The law also specifies that 

maintenance charges exceeding ₹7,500 per member per month are taxable, 

making compliance complex for many housing societies. 

A CA acts as a vital advisor in this area, guiding societies on the need for 

GST registration, ensuring proper invoices are issued, and managing the 

monthly or quarterly filing of GST returns (GSTR-1 and GSTR-3B). The CA's 

expertise helps societies avoid penalties from a lack of awareness or poor 

compliance. 

6.5 Labour Law Compliance 

A cooperative society, upon hiring staff—even on a contract basis—is legally 

considered an “employer” and must comply with a range of labour laws. This 
includes the Minimum Wages Act, the Payment of Gratuity Act (if it employs 

10 or more people), and the Employees' Provident Fund (EPF) Act (if it has 

20 or more regular employees). Non-compliance can lead to significant fines 

and legal exposure. 

The CA’s professional role in this area is primarily advisory. A CA can 
conduct a compliance audit of a society's employment practices, help them 

maintain statutory records like wage registers and muster rolls, and provide 

counsel to the management on their legal obligations. This service is a key 

form of proactive risk management that protects the society from legal and 

financial risk. 

6.6 Bye-law Maintenance. 

The bye-laws are the society's foundational charter, specifying its name, area 

of operation, and rules for membership and elections. They must be 

consistent with the governing Cooperative Societies Act. Amendments to 

these bye-laws may be necessary to reflect changes in law, such as new 

rules permitting electronic communication for meetings. 

For a cooperative's management, this can be a complex and challenging 

process. The CA provides essential advisory services, guiding the society on 

the necessary amendments and ensuring that the updated bye-laws are 

properly registered with the Registrar's Office. This ensures the society's 

internal rules are legally sound and current, providing a robust framework for 

its operations. 



Chapter 7 

Strengthening Governance through 
Audits and Assurance 

7.1 Statutory Audit – The Core Mandate 

The statutory audit is the foundational professional opportunity for CAs in the 

cooperative sector. The Co-operative Society Act mandates an annual audit 

of every registered society. The auditor, typically a qualified CA, is appointed  

from a panel approved by the Registrar. The scope of this audit extends 

beyond a mere verification of financial statements. It includes an examination 

of overdue debts, verification of cash balances, and a valuation of assets and 

liabilities. 

A crucial element that distinguishes a cooperative audit from a corporate one 

is its dual mandate. The auditor is not only required to verify financial 

accuracy and legal compliance but also to assess the society's performance 

in achieving its core, social objectives. This requires the CA to employ 

principles of proprietary auditing, evaluating how the society's funds are used 

to promote the economic interests and general welfare of its members, rather 

than simply maximizing profits. This additional layer of ethical and social 

responsibility elevates the CA's role to a guardian of the cooperative's 

fundamental purpose. 

7.2 Specialized Audits and Investigations 

While a statutory audit provides an annual snapshot of a society’s financial 
health, internal audits are a continuous process designed for ongoing 

vigilance. CAs are instrumental in designing, implementing, and monitoring 

robust internal control systems. These systems are the first line of defence, 

intended to safeguard assets, prevent and detect fraud, and ensure the 

efficiency of operations. 

A. Concurrent and System Audits 

In the context of cooperative banks and other large financial societies, 

concurrent audits have become a vital professional opportunity. As an "early 

warning system," a concurrent audit is a parallel and continuous examination 
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of financial transactions as they happen. A CA or an empanelled CA firm 

conducts this audit, often on a daily basis, to ensure adherence to financial 

norms, verify cash balances, and monitor for early warning signs of 

irregularities. This role transforms the CA from a periodic auditor to a 

continuous monitor of the organization's financial pulse. For high-transaction 

entities, this near-real-time oversight is critical for mitigating risks and 

ensuring regulatory compliance. 

B. Forensic Audits and Investigations 

Forensic auditing is the most specialized and high-value professional 

opportunity for CAs in this sector. A forensic audit is not a routine check; it is 

a meticulous, investigative examination of financial records specifically to 

gather evidence for use in legal proceedings concerning fraud. The recurring 

reports of financial irregularities and mismanagement in the cooperative 

sector, such as the New India Cooperative Bank fraud, create a clear and 

growing demand for this service. The EOW’s consideration of a forensic audit 
in the New India case points to the fact that standard auditing was insufficient 

to uncover the complex embezzlement scheme. This specialized role 

positions the CA as an indispensable asset in uncovering the root causes of 

financial impropriety, siphoning of funds, and wilful default, thereby helping 

regulators and the society itself restore trust and accountability. The need for 

forensic accounting has grown in India due to a rise in corporate frauds, 

financial discrepancies, and other white-collar crimes that conventional 

audits often fail to detect. 

C. Tax Audits 

A CA is also required to perform a tax audit under Section 44AB of the 

Income- tax Act, 1961, for any cooperative society whose total sales, 

turnover, or gross receipts from business exceed a specified limit in a given 

financial year. This audit is distinct from a statutory audit and focuses on 

ensuring the correctness of the books of accounts from an income tax 

perspective. The tax audit report, prepared and certified by a CA, helps tax 

authorities verify the accuracy of the society's income and deductions as 

reported in its annual return. 

D. Re-audits 

A re-audit is another type of professional service that a CA may be engaged 

for in the cooperative sector. This is typically a second, independent audit, 

often ordered by the Registrar when there are concerns about financial 
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irregularities or a failure to comply with established laws and bye-laws. Re-

audits serve as a crucial validation check on the original statutory audit and a 

governance tool to address administrative lapses or non-compliance. 

E. GST Audits and Compliance 

While there may not be a specific “GST audit” mandate in the same way as a 
tax audit, CAs provide an essential service by ensuring a society’s 
compliance with the GST Act. If a cooperative society’s annual turnover from 
services exceeds the prescribed threshold, it must register and comply with 

GST regulations. This involves maintaining records, issuing GST-compliant 

invoices, and filing GSTR-1 and GSTR-3B returns. 

The CA's role in this domain is to provide expert consultation, navigate 

complex tax laws, and ensure the society avoids penalties stemming from 

non- compliance. 

7.3 Audit Segmentation and Scope Delineation 

The following is the differentiation between the various types of audits and 

the corresponding role of a CA, highlighting the evolution of the profession 

from a compliance function to a high-value advisory service. 

1 Statutory Audit 

The Statutory Audit is mandatory and focuses on legal compliance.  

• Primary Objective: To ensure legal compliance with Cooperative Acts 

and verify the accuracy of financial statements. 

• Frequency: Annually. 

• CA's Role: The CA acts as a Registrar-appointed auditor who provides 

a legal and financial opinion on the organization's accounts.  

2 Internal Audit 

The Internal Audit is a proactive management tool aimed at improving 

processes. 

• Primary Objective: To identify operational inefficiencies and rectify 

necessary issues before the final statutory audit takes place.  

• Frequency: Monthly or quarterly. 

• CA's Role: The CA serves as an internal control advisor who designs 
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and implements preventative systems to streamline operations and 

safeguard assets. 

3 Concurrent Audit 

The Concurrent Audit provides real-time oversight to catch issues 

immediately. 

• Primary Objective: To provide an "early warning system" by 

continuously examining transactions in parallel with their occurrence.  

• Frequency: Daily or on a continuous basis. 

• CA's Role: The CA functions as a continuous monitor who ensures 

real- time compliance and risk mitigation within the day-to-day 

operations. 

4 Forensic Audit 

The Forensic Audit is an investigative function triggered by specific concerns.  

• Primary Objective: To investigate specific allegations of fraud to gather 

evidence for legal proceedings. 

• Frequency: As needed, often in response to a legal crisis.  

• CA's Role: The CA acts as an investigative expert who combines 

accounting and legal skills to uncover and document financial crimes.  



Chapter 8 

The Digital Imperative: Opportunities in 
Technology and Automation 

8.1 The Government's Flagship Initiative: The 
PACS Computerization Project 

The most significant and immediate opportunity for CAs in the cooperative 

sector is driven by the government's major push for digitalization. The 

Centrally Sponsored Project for the Computerization of Primary Agricultural 

Credit Societies (PACS) is a flagship initiative approved with a total budget of 

over ₹2,516 crore, now increased to ₹2,925.39 crore. This project aims to 

digitize approximately 63,000 functional PACS over a five-year period. The 

core of the project involves bringing all these PACS onto a common, cloud -

based Enterprise Resource Planning (ERP) software, linking them with State 

Cooperative Banks (StCBs) and District Central Cooperative Banks (DCCBs).  

The project's components include the provision of essential hardware 

(computers, printers, biometric devices), the development of a national -level 

PACS software (NLPS) and ERP, and the appointment of System Integrators 

(SIs) to digitize legacy data and provide on-the-ground support. The software 

is designed to implement a Common Accounting System (CAS) and 

Management Information System (MIS), enhancing efficiency and 

transparency by providing a comprehensive solution that integrates various 

functionalities, from membership management to financial services, 

procurement, and even Public Distribution Systems (PDS). This initiative 

represents a fundamental business process re-engineering for the 

cooperative sector. 

8.2 CAs as Digital Transformation and System 
Implementation Advisors 

The PACS computerization project is not a simple technology rollout; it is a  

fundamental transformation of operational models, moving away from 

manual, paper-based processes. CAs are perfectly positioned to manage this 

transformation, acting as a critical bridge between the technical 

implementation and the financial and operational needs of the cooperative. 



The Digital Imperative: Opportunities in Technology and Automation  

25 

This role moves them from a post-facto auditor to a pre-facto strategic 

planner and implementation advisor. 

The project’s success hinges on more than just providing hardware and 
software. It requires a complete overhaul of manual processes. A CA's 

expertise in financial systems, internal controls, and data integrity is crucial 

for selecting the right ERP solution, customizing it for local needs, and 

ensuring accurate data migration. The CA can also advise on establishing a 

robust CAS and MIS, which are core components of the project, to ensure 

the new systems produce reliable and auditable financial data. This is a high -

value, niche service that requires both technological and financial acumen.  

8.3 Cybersecurity, Risk Management, and Data 
Analytics 

As cooperatives embrace digitalization, they are exposed to new and 

complex risks, particularly cybersecurity threats and data breaches. 

Cooperative banks, for instance, are advised to adopt solutions like SOC-as-

a-Service and implement robust Disaster Recovery (DR) plans. Research 

highlights that cybersecurity risks and low digital literacy remain significant 

challenges to technology adoption in rural areas. 

The CA's role evolves from a financial auditor to a technology auditor and 

risk manager. As the sector becomes digitized and interconnected, CAs are 

crucial for assessing digital vulnerabilities, establishing IT internal controls, 

and ensuring compliance with data privacy and security regulations. A 

traditional financial audit is insufficient to cover these digital risks. CAs with 

expertise in IT audit can perform a critical function in assessing the security 

of new systems, evaluating internal controls for data protection, and advising 

on risk mitigation strategies. The NCP's goal of transparency relies on 

accurate and secure data, making the CA's role in this domain a non-

negotiable part of the new ecosystem. The new "Cooperative Stack," which 

will integrate with platforms like the Agri- stack and national databases, 

further underscores the need for expert guidance on data security and 

interoperability. 

The digitization of Primary Agricultural Credit Societies (PACS) involves 

several key components, each creating a significant professional opportunity 

for Chartered Accountants (CAs). The CA's expertise is vital for ensuring 
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financial integrity, managing assets, and overseeing system implementation 

during this technological transition. 

Hardware Provision 

Description: This phase involves procuring essential equipment, 

such as computers, printers, and biometric devices, for 

the PACS. 

Project Due 

Diligence 

CAs are crucial for advising on the financial aspects of 

procurement and ensuring proper asset management 

for the hardware rollout. 

NLP/ERP Software 

Description: This is the core development and implementation of a 

cloud-based ERP (Enterprise Resource Planning) 

solution, integrating a Common Accounting System 

(CAS) and a Management Information System (MIS). 

CA 

Opportunity: 

System 

Selection & 

Implementation 

Advisory 

The CA's role involves guiding the selection of the 

software, customizing it to the cooperative's specific 

needs, and overseeing the entire implementation 

process. 

System Integrator (SI) 

Description: A System Integrator is assigned to each PACS to 

digitize legacy data and provide on-site support for the 

new digital framework. 

IT & System 

Audit 

CAs are tasked with auditing the data migration process 

and verifying the integrity of the new digital records, 

ensuring data accuracy and compliance during the 

transition. 
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Training, Handholding 

Description: This component delivers essential training for PACS 

personnel on how to operate the new digital framework 

effectively. 

Financial 

Management 

Advisory & 

Training 

CAs contribute by developing and delivering training 

modules specifically focused on the digital aspects of 

financial management and accounting. 



Chapter 9 

Additional Professional Opportunities 
and Advisory Services 

9.1 Professional Director on the Board 

The Multi-State Co-operative Societies (Amendment) Act, 2023, has opened 

a new and formal avenue for CAs to contribute to the cooperative sector. The 

Act now mandates the inclusion of members on the board of directors who 

have expertise in critical fields such as banking, management, cooperative 

management, and finance. This provides a clear opportunity for CAs to 

serve as co-opted or professional directors, offering their financial expertise 

to enhance the credibility of the board and improve governance. The CA's 

role on the board is to act as a "corporate guardian," promoting transparency 

and ethical practices to build and maintain the trust of stakeholders.  

9.2 Legal and Policy Drafting 

CAs are uniquely positioned to assist cooperative societies in drafting a 

range of legal and internal policy documents. Their involvement in legal 

drafting goes beyond just the registration and incorporation phase. CAs can 

help in the preparation of legal documents such as agreements, MOUs, and 

contracts. Their expertise in financial matters and statutory laws allows them 

to draft clear and precise contracts, identify potential risks, and incorporate 

clauses related to payment terms, dispute resolution, and indemnity to 

protect the society from future legal and financial issues. 

Furthermore, CAs are instrumental in the development and implementation of 

a society’s internal policies, procedures, and subsidiary rules. They are 
engaged in drafting formats for day-to-day activities and creating robust 

internal controls and Standard Operating Procedures (SOPs) to safeguard 

assets and ensure efficiency. 

9.3 Arbitrator in Dispute Resolution 

The cooperative model is built on self-governance and the peaceful 

resolution of disputes among members. To avoid lengthy and expensive 

litigation in civil courts, disputes concerning the constitution, management, or 
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business of a society can be referred to an arbitrator. The Registrar has the 

authority to appoint an arbitrator to hear and decide a dispute.  

Given their reputation for impartiality and deep knowledge of financial and 

operational matters, CAs are well-suited to serve as arbitrators in these 

mechanisms, ensuring disputes are resolved fairly and in accordance with 

the society’s bye-laws. The ICAI also recognizes this as a professional 

opportunity, having published a handbook on mediation for CAs. 

9.4 Capacity Building and Training 

A core principle of the cooperative movement is the provision of education, 

training, and information to members, elected representatives, and 

employees. CAs can play a significant role as resource persons in these 

capacity-building initiatives. This includes acting as trainers for employees 

and board members on topics such as financial management, internal 

controls, and ethical governance. By sharing their knowledge in these areas, 

CAs can help societies improve their operational efficiency, ensure long-term 

sustainability, and protect their assets from fraud and mismanagement. A 

public accountant can also be relied upon for the recruitment of specialized 

manpower for a new business or a struggling one. 

9.5 Business Strategic Consultant: Optimizing 
Commercial Operations 

The Chartered Accountant's training, which uniquely combines financial 

analysis, economic forecasting, and legal frameworks, positions them as an 

ideal Business Strategic Consultant for cooperatives. Unlike other 

professionals, a CA understands the cost structure and commercial levers of 

a business from the perspective of both compliance and profitability. This 

holistic view enables them to assist cooperatives in crucial operational 

decision-making, such as: product profitability analysis, structuring 

appropriate discount models, implementing sophisticated stock management 

and inventory control systems, and optimizing the strategic use of leverage 

(debt-equity mix). Furthermore, CAs are proficient in deploying advanced 

techniques for cost control and variance analysis, offering clear strategies to 

minimise operational expenditure and enhance overall economic efficiency, 

thereby maximizing value for the cooperative's members. 
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9.6 Risk Management Advisor: Tailoring 
Frameworks to Cooperative Principles 

Every cooperative operates within a distinct risk environment, governed by 

principles that differ significantly from corporate or proprietary business 

models. The CA, being well-versed in the practical application of diverse 

commercial laws, organizational structures, and sector-specific regulations 

(such as the Cooperative Societies Act, RBI guidelines, and NABARD 

norms), possesses the requisite expertise to act as a Risk Management 

Advisor. This role involves much more than simply identifying threats; it 

requires developing customized Risk-Based Internal Audit (RBIA) 

frameworks, assessing both financial risks (e.g., NPA management in banks, 

credit risk) and operational risks (e.g., IT system security for digitized PACS). 

By identifying potential governance failures or legal exposures unique to the 

cooperative structure, the CA can recommend and implement strategic, 

mitigating measures to safeguard the institution and protect member 

interests effectively. 

9.7 Addressing Empanelment Challenges: A 
Practical Advisory Role 

A significant and often overlooked barrier to entry for Chartered Accountants 

seeking audit and assurance engagements in the cooperative sector is the 

complex process of Empanelment. While CAs possess the technical 

competence, securing registration with Cooperative Department Registrars, 

RBI, and other nodal agencies (like NABARD for certain schemes) can be 

tedious and opaque. The CA is ideally suited to act as an Empanelment 

Advisor to their peers and to the Institute itself. This involves: 

• Lobbying and Policy Advocacy: Working with professional bodies to 

simplify and standardize the multi-layered empanelment process 

across different states and regulatory authorities. 

• Documentation and Compliance: Guiding fellow practitioners 

through the specific documentation, infrastructure, and seniority 

requirements mandated for various classes of audit, ensuring their firm 

is always compliant and registration-ready. 

• Transparency and Independence: Proactively documenting 

compliance with stringent independence norms—especially in cases 
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where CAs perform both management consultancy and audit 

functions—to mitigate the risk of disqualification and maintain the 

highest ethical standards expected by regulators. This advisory role is 

vital to ensuring the professional opportunities detailed in this book are 

practically accessible. 



Chapter 10 

Ethical Compliance and Strategic 
Advisory 

10.1 Principles of Integrity, Transparency and 
Accountability 

Cooperative societies are built on core ethical principles, including 

democratic member control, autonomy, and a concern for the community. 

The professional role of a CA is inextricably linked to the enforcement of 

these values. Transparency in decision-making and accountability to 

members are not just ethical ideals; they are mandatory compliance 

requirements. By ensuring accurate financial statements and implementing 

transparent reporting mechanisms, a CA provides the operational tools that 

transform these abstract principles into tangible practices. CAs can help co-

operatives move from a localized mindset to a globally competitive one by:  

● Developing Business Plans: 

Advising on the feasibility of new ventures in areas like green energy, 

organic farming, or digital taxi services, as suggested by the new policy.  

● Capital Structuring: 

Assisting with financial planning and advising on innovative ways to raise 

capital, such as through the issuance of non-voting shares, a provision 

enabled by the 2023 MSCS Act amendment. 

● Governance and Board Membership: 

The call for professional management in the new policy presents a clear 

opportunity for CAs to serve as independent directors on co-operative 

boards. Their financial expertise and ethical grounding can enhance the 

credibility and strategic direction of these organizations. 

The concept of public integrity, defined as the alignment of ethical values 

with public purpose, is considered an "antithesis to corruption". The CA, as a 

"corporate guardian," acts as a key enforcer of this integrity by ensuring that  

financial practices are beyond reproach and that the board's actions align 

with the society's mission and the interests of its members. The CA's 
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expertise builds and maintains the essential "trust" and "confidence" that a 

cooperative requires from its stakeholders, reinforcing the sector's ethical 

foundation from the inside out. 

10.2 Consultation on Amendments and Policy 
Changes 

The cooperative sector is a dynamic environment, with new laws and 

regulations constantly being introduced. For instance, the recent amendment 

to the MSCS Act established the Cooperative Election Authority, 

fundamentally changing how elections are conducted.14 Similarly, new model 

rules are being developed that allow for electronic communication and 

meeting attendance, which can significantly alter a society's operational 

model. 

For a cooperative's volunteer board and management, keeping up with these 

changes is a considerable challenge. This creates a high demand for CAs as 

specialized consultants. The CA's role is to act as a primary source of 

information, interpreting the implications of new legislation and guiding the 

society on how to update its bye-laws and internal policies to remain 

compliant and competitive. By providing this foresight and strategic advice, 

the CA ensures the society not only meets its legal obligations but also 

leverages new regulations to improve its efficiency and member 

engagement. This positions the CA not just as a financial expert but as a 

strategic partner in the society's long-term viability. 



Chapter 11 

Corporate Restructuring and 
Dissolution 

11.1 Financial Restructuring and Revival of Sick 
Cooperatives 

The high rate of dormant and non-viable cooperatives represents not a 

failure, but a significant, long-term opportunity for CAs specializing in 

turnaround management and financial restructuring. The NCP explicitly aims 

to "revive sick cooperatives with institutional mechanisms," acknowledging 

this as a key challenge. Many cooperatives face financial instability and have 

high non- performing assets (NPAs), which are critical issues for cooperative 

banks. 

CAs, with their expertise in financial due diligence, NPA determination fo r 

cooperative banks, and risk assessment, are uniquely equipped to diagnose 

the root causes of financial distress. They can then formulate and oversee 

turnaround strategies, which may include operational reforms, debt 

restructuring, and new business planning. This is a high-impact, high-fee 

advisory service that leverages the CA's core skills to address a critical, 

systemic problem within the cooperative sector. 

11.2 Winding Up and Liquidation 

When a cooperative society reaches the end of its operational life, the 

winding- up and liquidation process begins. The Registrar has the authority 

to issue a winding-up order based on an inquiry, inspection, or on a request 

from a majority of members. A liquidator, who may be a CA, is then 

appointed to take custody of all the society's property, effects, and actionable 

claims. 

The liquidator's role is a high-stakes legal and financial undertaking. They 

are vested with broad powers to realize assets, institute and defend legal 

proceedings on behalf of the society, investigate all claims against it, and 

determine the contributions to be made by members to the society’s assets. 
This is a delicate fiduciary role that requires balancing the competing 

interests of members and creditors. The CA’s expertise in asset valuation, 
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liability settlement, and navigating the legal framework makes them a trusted 

choice for the Registrar in these sensitive situations, ensuring an orderly and 

fair dissolution that protects the interests of all stakeholders.  

11.3 Mergers, Amalgamations, and Amelioration 

As the cooperative sector matures and seeks greater efficiency, corporate 

restructuring through mergers and amalgamations is becoming a strategic 

tool. Two or more societies can merge with a resolution passed by a two-

thirds majority of their respective members and with the sanction of the 

Registrar. This process involves the comprehensive transfer of assets and 

liabilities to the new or continuing society. 

A CA plays a critical advisory role in these complex transactions. Their 

professional services are essential for conducting due diligence, assessing 

the financial health of both entities, and advising on the valuation of assets 

and liabilities. The CA is in a unique position to anticipate the future cash 

requirements of the combined entity and provide strategic advice on whether 

the merger will genuinely create value and benefit the members. By 

navigating the complex tax implications and ensuring that member interests 

are protected, a CA acts as a high-level strategic advisor, ensuring that such 

a transition aligns with the core principles of the cooperative model.  



Chapter 12 

Digital Project Components and  
CA Opportunities 

The digital project is structured into distinct phases, each offering unique 

opportunities for a CA firm’s technical and financial expertise.  

12.1 Hardware Provision 

This involves procuring essential equipment, such as computers, printers, 

biometric devices, and VPN access, to establish the digital infrastructure at 

the PACS level. 

CAs are crucial for conducting pre-audit due diligence on procurement 

processes (tender validation, price discovery) and ensuring proper physical 

verification and inventory tagging of the new hardware upon installation, 

thereby managing and safeguarding the new digital assets. 

12.2 ERP/NLPS Software 

The core implementation of a cloud-based ERP solution, integrating a 

Common Accounting System (CAS) and a Management Information System 

(MIS) to standardize financial operations across the country.  

The CA's role involves guiding the selection of the software modules, 

ensuring the ERP is customized to meet the specific State Cooperative Act 

requirements, and certifying the CAS adheres to established accounting 

standards. CAs must ensure the MIS is capable of generating regulatory 

reports required by NABARD and RBI. 

12.3 System Integrator (SI) & Legacy Data 

A System Integrator (SI) is assigned to each PACS to digitize all legacy data 

(old paper records) and provide on-site support for the new system. 

CAs may be tasked with performing a Data Integrity Audit to verify the 

accuracy, completeness, and consistency of the migrated legacy data. This 

critical role ensures that the opening balances and historical records are 

correctly captured in the new digital system, minimizing future financial 

discrepancies. 
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12.4 Training, Handholding & Capacity Building 

Essential training for PACS personnel on how to operate the new digital 

framework, including the new accounting and MIS processes. 

CAs can contribute by developing and delivering specialized training 

modules focused on the digital aspects of loan accounting, digital security 

practices, and compliance reporting using the new ERP system. This 

elevates the financial literacy and capacity of the grassroots cooperative 

workforce. 



Chapter 13 

Emerging and Strategic Opportunities 

The final chapter explores specialized and high-value advisory roles that 

leverage the CA's deep knowledge of law, finance, and governance, 

positioning them as essential partners in the cooperative sector's evolution.  

13.1 Non-Audit Certifications and Reports 

Beyond the Statutory Audit, CAs are required for various certifications vital 

for a cooperative's business operations: 

• TDS/TCS Certificates: Issuing certificates for Tax Deducted at Source 

(TDS) and Tax Collected at Source (TCS) compliance. 

• Borrowing Certifications: Certifying figures for bank borrowings and 

working capital limits from District Central Cooperative Banks (DCCBs) 

and State Cooperative Banks (StCBs). 

• Subsidy & Grant Utilization Certificates: Issuing Utilization Certificates 

(UCs) for funds received under various government schemes (e.g., 

agricultural subsidies) to ensure they are spent for the intended 

purpose. 

• Net Worth Certificates: Providing certificates of Net Owned Funds 

(NOF) as required by regulators or for tender participation.  

13.2 Advisory Roles in Corporate Actions 

CAs provide critical support for complex financial and organizational 

restructuring: 

• Mergers and Amalgamations: Advising on the valuation of assets and 

liabilities, drafting the scheme of amalgamation, and securing 

approvals from the Registrar and General Body for the merger of 

smaller, financially weak societies into stronger entities. 

• Winding-Up and Liquidation: Serving as the Official Liquidator in cases 

where a society becomes insolvent, managing the asset realization 

and settlement of liabilities under the relevant Cooperative Act 

provisions. 
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13.3 Operational and Capacity Building Roles 

The CA's skill set makes them ideal for roles focused on efficiency and 

dispute resolution: 

• Drafting Internal Controls and SOPs: CAs are positioned to be key 

consultants for drafting robust internal policies, Standard Operating 

Procedures (SOPs), and subsidiary rules that are critical for strong 

internal controls, especially after the implementation of the new ERP 

systems. 

• Arbitration and Dispute Resolution: Serving as Arbitrators in disputes 

between the society and its members or third parties, leveraging their 

understanding of the financial facts and cooperative law. 

• Election Officer: Serving as the Election Officer to oversee the election 

process of the managing committee, ensuring a fair, transparent, and 

legally compliant democratic process. 

13.4 Risk Management and Compliance 
Monitoring 

With increasing regulatory scrutiny, CAs may be required to implement and 

monitor risk frameworks: 

• Enterprise Risk Management (ERM): Implementing an ERM framework 

to identify, assess, and mitigate risks related to credit, liquidity, 

operations, and compliance. 

• Regulatory Compliance Management System (RCMS): Designing and 

monitoring an RCMS to track all ongoing compliance obligations and 

deadlines, ensuring no statutory deadline (from the Cooperative Act, 

IT Act, or GST Act) is missed. 



Chapter 14 

The Skills Gap and Strategic Positioning 

To successfully navigate the expanding opportunities in the co-operative 

sector, CAs must recognize and address the sector's inherent challenges 

and strategically position their services as solutions. The sector faces a 

unique combination of internal and external pressures that can be mitigated 

with professional expertise. 

14.1 Expanding into New and Emerging Sectors 

The NCP’s promotion of cooperatives in new and emerging sectors like clean 
energy, waste management, biogas, healthcare, and technology-based 

services is arguably the most forward-looking and potentially lucrative 

opportunity for CAs. This is a directive for diversification, moving beyond 

traditional, single- product models. A cooperative may have expertise in dairy 

or credit, but not in waste management or biogas production.  

The CA's role is to act as a business planning and financial viability expert, 

guiding these cooperatives in their new ventures. Expertise in financial 

planning, project feasibility studies, due diligence, and business process 

outsourcing is critical for these new business lines. CAs can help 

cooperatives with market analysis, capital expenditure versus operational 

expenditure planning, and creating a sound financial model to ensure the 

new business is profitable. This is a direct alignment of the CA’s high -value 

skills with the government's strategic vision, making them an indispensable 

partner in the sector's diversification efforts. 

14.2 Bridging the Gap: Challenges and Solutions 

A major obstacle to the co-operative movement's full potential is the 

widespread issue of political interference. Reports from Kerala and other 

states indicate that administrative members are often appointed based on 

political connections rather than merit. This politicization can lead to 

corruption and mismanagement, with loans being sanctioned based on 

political influence rather than proper procedures or collateral, a practice that 

contributes to an atmosphere of impunity and results in massive frauds and 

non-performing assets. 
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Another significant challenge is the general lack of professional 

management. Many co-operatives, particularly at the grassroots level, suffer 

from outdated business practices, a lack of modern technology, and the 

absence of a performance-based incentive structure. This often leads to 

financial instability, poor quality control, and a failure to compete with more 

agile private enterprises. While co-operatives are essential for providing 

financial services to underserved populations, they often struggle with limited 

access to capital markets, which restricts their ability to meet regulatory 

capital requirements and expand their operations. 

CAs are uniquely positioned to address these systemic issues. Their 

professional mandate is built on principles of integrity, transparency, and 

accountability, making them ideal partners in restoring trust. A CA can 

position themselves as a change agent by: 

• Championing Professional Governance: 

By advocating for transparent governance structures and implementing 

robust internal controls, CAs can help insulate co-operatives from political 

influence. This includes designing ethical frameworks, conducting rigorous 

and independent audits, and establishing compliance monitoring cells, as 

suggested by legal experts in response to fraud cases. 

• Building Institutional Capacity: 

CAs can offer specialized training and consulting to help co-operative 

functionaries adopt modern management practices, financial literacy, and 

digital tools. This is a direct response to the new National Cooperation 

Policy's emphasis on capacity building and preparing the younger generation 

for leadership roles in the sector. 

• Facilitating Financial Health: 

By providing expert advice on capital structuring, risk management, and 

diversification, CAs can help co-operatives overcome their financial 

constraints, enhance their viability, and compete effectively in the market.  

Professional bodies like the Institute of Chartered Accountants of India (ICAI) 

also have a critical role to play in preparing CAs for this specialized field. 

ICAI provides guidance notes on the audit of co-operative banks and other 

specialized areas. Furthermore, the government's establishment of India's 

first national co- operative university, the Tribhuvan Sahakari University in 

Anand, Gujarat, signals a long-term commitment to professionalizing the 
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sector. This creates opportunities for CAs to serve not only as practitioners 

but also as educators, researchers, and subject-matter experts, shaping the 

future of co-operative governance. 



Chapter 15 

Challenges and Recommendations: 
Paving the Way Forward 

15.1 The Barriers to Engagement 

Despite the vast opportunities, a number of barriers must be addressed to 

fully integrate CAs into the cooperative movement. Research indicates that 

the adoption of technology in rural areas faces significant hurdles, including 

inadequate infrastructure, such as limited access to electricity and poor 

internet connectivity. The high cost of devices and a significant lack of digital 

literacy among the rural population also present formidable obstacles. In 

addition to these logistical challenges, there is a general distrust of new 

technologies and a cultural resistance to change within many rural 

communities. The lack of trained human resources is also cited as a major 

reason for the inactivity of many cooperatives. 

A CA cannot simply propose an ERP system or a digital transformation plan 

without first addressing these root causes. The success of any professional 

engagement depends on a deep understanding of the unique cultural, social, 

and logistical challenges of rural India. The professional body for CAs and 

individual practitioners must proactively address these gaps to ensure their 

services are both effective and well-received. 

15.2 Strategic Recommendations for CAs and the 
ICAI 

The success of the CA in the cooperative sector depends on a holistic 

approach that moves beyond technical skills to encompass a genuine 

partnership model. The following strategic recommendations can help bridge 

the gaps and fully unlock the sector's potential: 

• For CAs: 

○ Specialize in the Cooperative Sector: CAs should consider 

developing specialized expertise in the legal, regulatory, and 

operational nuances of cooperatives. 

○ Adopt a Partnership Model: Instead of a pure vendor-client 
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relationship, CAs should develop a "service-as-a-partnership" 

approach that includes on-the-ground support and capacity 

building for cooperative staff. 

○ Focus on Training and Literacy: Given the low levels of digital 

literacy, CAs can offer training and handholding services to 

empower cooperative personnel to confidently operate within 

the new digital framework. 

• For the ICAI: 

○ Create Specialized Certifications: The ICAI should consider 

developing a specialized certification in Cooperative Sector 

Auditing or Rural Finance to equip CAs with the specific 

knowledge required to excel in this field. 

○ Collaborate with the Ministry of Cooperation: The ICAI should 

leverage its history of successful representation with the RBI 

and NABARD to position itself as a key partner to the Ministry of 

Cooperation in policy implementation and project oversight.  

○ Develop Practice-Oriented Materials: The ICAI should create 

and disseminate practice-oriented materials that address the 

unique financial, technological, and governance challenges of 

the cooperative sector. 

Regulating the process of empanelment in coordination with the Ministry of 

Cooperation for conduct of various types of audits through the formed panel.  



Chapter 16 

Conclusion: The CA as an 
Indispensable Partner in Viksit Bharat 

2047 

The National Cooperation Policy (NCP) 2025 has created a historic opening 

for Chartered Accountants to move beyond their traditional roles and become 

catalysts for economic and social transformation at the grassroots level. The 

CA is not merely an auditor but an essential, multi -faceted partner in the 

cooperative sector's journey toward professionalization and sustained 

growth. By providing expertise in statutory and internal audits, acting as a 

strategic advisor for digitalization, guiding governance reforms, and 

facilitating diversification into new sectors, CAs can align their professional 

aspirations with the national vision of "Viksit Bharat 2047." The future 

belongs not just to cooperation, but to cooperation driven by professional 

excellence. 

16.2 Charting a Path Forward for CAs 

The professional landscape for Chartered Accountants in the Indian 

cooperative sector is dynamic and ripe with opportunity. As demonstrated 

throughout this report, the CA's role has evolved from that of a basic 

statutory auditor to an indispensable, multi-faceted professional whose 

expertise is critical at every stage of a cooperative's life cycle.  

The government's continued focus on modernization, exemplified by the 

computerization of PACS and tax reforms, is a clear signal of the sector's 

strategic importance. This modernization, however, also brings increased 

scrutiny and a higher demand for transparency and professional governance. 

The recurrent instances of fraud and financial irregularities, such as those at 

the New India Cooperative Bank, underscore the urgent need for robust 

internal controls and specialized investigative services. 

The CA is perfectly positioned to address these challenges. Opportunities 

abound, from foundational advisory roles in drafting bye-laws and managing 

elections to high-value, specialized services in forensic auditing and 

corporate restructuring. The profession's reputation for integrity, coupled with 
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its technical expertise, makes the CA the natural "corporate guardian" of the 

cooperative sector, responsible for ensuring its financial health, ethical 

integrity, and sustainable growth for the benefit of its members and the wider 

community. 

Here is an analysis of the mentioned major cooperative sector scandals in 

India, focusing on the nature of the fraud, audit failures, and the (often limited 

or reactive) role of Chartered Accountants (CAs) in remediation:  

Case Name Nature of Fraud Audit Failure & 

Implication 

CA's Role in 

Remediation 

Madhavpura 

Mercantile 

Coop Bank 

(MMCB) 

Scam 

(2001) 

Unsecured, 

excessive lending 

(approx. 

₹1,200 crore) to 

stockbroker 

Ketan Parekh, in 

violation of RBI 

norms. Funds 

used for stock 

market 

manipulation. 

Failure: Auditors 

(including internal 

and statutory) 

failed to detect the 

massive, 

concentrated 

exposure and the 

issuance  of  

fraudulent "pay 

orders". The 

central bank had 

noted irregularities 

as early as 1999, 

but a robust audit 

did not prevent the 

escalation. 

Implication: The 

bank collapsed, 

causing massive 

financial losses to 

depositors and 

shaking the 

confidence in the 

cooperative 

banking sector. 

Primarily 

involved in the 

liquidation 

process, asset 

valuation, and 

forensic 

investigations 

post-collapse. 

Their role was 

reactive, 

assisting in the 

legal winding-up 

and recovery 

efforts under the 

guidance of 

court-appointed 

liquidators. 

Punjab & 

Maharashtra 

Creation of over 

21,000 fake 

Failure: Auditors 

(statutory and 

Played a 

significant role in 
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Cooperative 

(PMC) Bank 

Scam 

(2019) 

accounts to hide 

loans worth 

₹6,500 crore 

extended almost 

entirely to a 

single entity 

(HDIL Group), in 

violation of 

lending caps. 

internal, including 

a CA firm) signed 

off on manipulated 

balance sheets for 

years, accepting 

false data 

regarding loan 

books and NPAs. 

The fraud 

remained hidden 

for a decade. 

Implication: The 

RBI was forced to 

supersede the 

board and impose 

strict withdrawal 

limits, causing 

severe distress to 

thousands of 

customers. The 

incident led to a 

regulatory 

overhaul. 

forensic audits 

and restructuring. 

CAs were 

involved in 

preparing the 

scheme of 

amalgamation 

(e.g., merging 

with Unity Small 

Finance Bank) 

and assisting 

investigative 

agencies. Action 

was taken 

against the 

involved auditors 

by regulatory 

bodies like the 

ICAI. 

Adarsh 

Housing 

Society 

Scandal 

(2010) 

Illegitimate 

allotment of flats 

meant for war 

widows/veterans 

to high-profile 

politicians, 

bureaucrats, and 

military officials 

Through forged 

documents and 

violations of 

norms. 

Failure: Auditors 

of the society 

overlooked 

numerous red 

flags, including 

irregularities in 

membership 

documents, land 

acquisition 

processes, and 

environmental 

clearances. The 

primary failure 

was in verifying 

the legitimacy of 

Involved in 

forensic 

accounting to 

trace the flow of 

funds and 

identify true 

ownership. Their 

role was crucial 

in providing 

evidence for 

legal 

proceedings and 

identifying 

beneficiaries of 

the fraud. 
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the members  and 

adherence to the 

stated objective of 

the society. 

Implication: Major 

corruption 

exposed at high 

government 

levels; the building 

was declared 

illegal by some 

authorities. 

New India 

Cooperative 

Bank Fraud 

(2025) 

Embezzlement of 

₹122 crore over 

several years by 

a senior manager 

through 

manipulation of 

records and 

unauthorized 

withdrawals. 

Failure: Both 

internal and 

concurrent audits 

failed to identify 

discrepancies in 

the books over a 

5-year period. A 

lack of robust 

internal controls 

allowed a single 

person to 

manipulate the 

core banking 

system 

undetected. 

Implication: The 

bank was put 

under RBI 

restrictions, 

impacting its 

operations and 

public trust. 

Involved in 

special audits to 

determine the full 

extent of the 

fraud and 

quantify the 

losses. CAs are 

assisting in 

rectifying the 

balance sheets 

and ensuring 

compliance with 

the recovery plan 

mandated by the 

RBI. 

Karuvannur 

Cooperative 

Bank Scam 

crores of rupees 

to political 

associates and 

Failure: Auditors 

in this state-

regulated society   

Involvement is 

currently focused 

on investigative 



Conclusion: The CA as an Indispensable Partner in Viksit Bharat 2047 

49 

(Ongoing) management, 

leading to a huge 

build-up of NPAs. 

reportedly ignored 

complaints and  

failed to scrutinize 

loan 

documentation 

adequately. The 

dual control 

structure 

facilitated 

regulatory capture 

and oversight 

failure. 

Implication: The 

bank is facing a 

major crisis, with 

numerous 

complaints and 

ongoing criminal 

investigations by 

agencies like the 

ED and the Crime 

Branch. 

audits and 

assisting law 

enforcement 

agencies in 

tracing money 

laundering and 

illegal 

transactions. 

Their reports are 

key to legal 

action against 

the perpetrators. 

Summary of CAs' Role: 

• Pre-Scandal: The role of the statutory auditor (often a CA) has 

frequently been a point of failure, facing criticism for negligence, 

collusion, or simply failing to detect significant fraud due to weak 

internal controls or intentional deception by management. 

• Post-Scandal (Remediation): In remediation, CAs are vital in 

performing forensic audits, assisting liquidators or administrators, 

valuing assets for recovery, preparing amalgamation schemes, and 

helping rectify the financial records to restore regulatory compliance. 

Action by the Institute of Chartered Accountants of India (ICAI) often 

follows against auditors found to be negligent. 
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