
j 
j 
j 
j 
j 
j 
j 
j 
j 
j 
j 
j 
j 
j 
j 
j 
j 

j 
j 
j 
j 
j 
j 
j 
j 
j 

j 
j 
j 
j 

j 
j 

j 

j 
j 
j 
j 





" 

SERVANTS OF INDIA SOCIETY'S LIBRARY, 
PflO"'!, '-4 



THE 
Bombay 

Co-operative Societies Act 
( With Rules ) 

(Bombay Act VII of 1925) 
.. 

WITH 

Introduction, exhaustive commentary, The Bombay 
Co-operative Societies Rules, The Co-operativ6 
Societies Act II of 1912 and cases up-to-date . 

. , 
BY 

K~ S. Gupte, B. A., LL. B., 

PLEADER, POON A • . . 
(Author of The Mamlatdars' COUl'ts Act of 1906, 

The 'Dekkhan Agriculturists' Relief Act, 
The Bombay Land Revenue Code, etc. etc.,) 

... 

Wit," a !arewot·q, 

" BY 

v. S. ~Bhide, Esqr., B. A., LL. B., (Cantab). 

I. c. S., BAR-AT-LAW, 

Registrar, Co-operative Societies, 
Bombay Presidency. 

1932 

ALL RIGHTS RESERVED.] [RI.4-8-0 



",,)'1 : (2 '1...3 I J 
C{--2-

Table of Contents fj ( / t 

Foreword 
Preface 
Introduction ... 
Contents of the Act 
Act VII of 1925 

Preamble ... 
Preliminary 
Registration 

- .. ~~ ... -

Rights and liabilities of Members ... 
Duties of societies 
Privileges of societies .. . 
Inspection of affairs .. . 
Liquidation and Arbitration 
Offences 
Appeals and Revision ... 
Miscellaneous 
Enactments repealed •.• 

Appendix (A). 
[ Bombay Co-operative Societies Rules, 1927.]' .. 
Appendix (8). 
[ The Co-operative Societies Act, II of 1912] 
Index ... 

Pages. 
1-4 
5-6 
7-17 
1-4 

") 

J 
1-356 ") 
1-11 l 

Il-"25 . I 
25-96 
95-105 I' 

105-133 
133-222 >-
221-232 I 
231-282 
282-288 I 
288-289 I 
289-355 
356 J 

1_23 

24-41 
1-29 

} 
j 



J 9198 

ARRANGEMENT OF SECTIONS. 

SECTIONS. 

Preamble 

Preliminary. 

1. Short title. 
2. Extent. 
3. Definitions 

Registration. 

Pages. 
1 

11 
12 
12 

4. The Registrar. 25 
5. Societies which may be registered. 34-
6. Restrictions on interElst of member of society with 

limited liability and a share capital. 64 
7. Conditions of registration 68 
8. Power of Registrar to decide certain questions... 77 
9. Application for registration 79 

10. Registration ... 84 
11. Evidence of registration . 85 
12. Annual general meeting 86 
13. Special general meeting 89 
14. Change of na~e : its effect· 91 
15. Amalgamation or transfer of societies 92 
16. Amendment of the by-laws of a society 93 

Rights and liabilities of members. 

17. No rights of membership to be exercised till due 
payments are made 96 

18. Votes of members 98 
19. Restrictions on transfer of share or interest 101 

Duties of societies. 

20. Address of societies 105 
21. Copy of Act. etc., to be open to inspection 106 
22. Audit 10~ 



2 

SECTIONS. 

Pri'vileges of societies. 

23. Societies to be bodies corporate 
24. Prior claim of society. 
25. Charge and set-off in respect of shares or interest 

of member 
26 .. Shues or interest not Hable to attachme~t 
27. Transfer of interest on death of member 
28. Liability of past member ... 
29. Liability ·of the estates of deceased members 
30. Register of members •••. 
31. Admissibility of copy of entry as evidence ... 
32. Exemption from compulsory registration' of in

struments relating to shares and debentures of 
society 

33. Power to exempt from income-t~x, stamp-duty, 
registration and court fees 

33A. Government may give loans or guarantee in
terest 

34. Restrictions on loans 
35. Restrictions on borrowing 
36. Restrictions on other transactions with non-

members 
37. Investment offunds 
38. Restrictions on dividend 
39. Reserve fund 
40. Restrictions on distribution of profits ... 
41. Provident Fund 
42. Contribution to charitable purpose 

Inspection of affairs. 

43. Inquiry by Registrar 
4t.. Inspection of books of indebted society 
45. Costs of inquiry 
46. Recovery of costs 

liQ,uidalion and Arbitration. 

Pages 

133 
13t. 

:140-.: . 
142 
145 
150 
153 
155 
156 

159 

161 

170 
172 
183 

195 
198 
201 
204 
211 
217 
218 

222 
227 

·229 
230 

47. Winding up 
+8. S~ietrmay be wound up .... 

231 
• ..... 233 



49. Effect of cancellation of registration 234 
50. Powers of a liquidator 236 
50A. Power of Registrar to assess damage against 

delinquent promoters etc. 247 
51. Bar of suit in winding up and dissolution 

matters 250 
52. . Disposal of surplus assets 253 
53. Surplus assets of housing society 256 
54. Arbitration 257 
55. Attachment before award ... 269 
56. Appeal against award of arbitrator 271 
57. Finality of order 272 
58. Powers to enforce attendance 274 
59. Money how recovered 275 

Offences. 

60. Offences. 

Default by a society, officer or member. 
Wilful neglect or default by a society, etc. Wilful 

furnishing of falsa information. Disobedience of 
summons, requisition or order. 282 

61. Penalty for offences not otherwise provided for... 285 
62. Prohibition of the use of the word "Co·operative" 285 
63. Cognizance of offences 287 

AppfYlls and Revision. 

6t.. Appeals 288 
6t.A. Power of Government and the Registrar to call 

for proceedings of Surbordinate Officers and to 
pass orders thereon . 288 

Miscellaneo'/ts. 

65. Recovery of sums due to Government... 289 
66. Power to exempt societies from conditions as to 

registration 290 
67. Power to exempt societies from provisions of 

Act 292 
68. Indian Companies Act not to apply •••• 292 
69. Branches &c., of societies outside the Presidency. 294 



SJ:CTIONS. 

70. Notice necessary in suits 
71. Rules 
72. Saving of existing societies 
73 .. Repeal 

Schedule 
E11C1c1ments repealed. 

--

Pages 
294 
295 
355 
355 
356 
356 



FOREWORD. 
BY 

[ V. S. SHIDE, Edq., B. A., LL. 1). (Cantab.), I. C. S., Bar·at-iau;, 
Regi8trar, Co.operative Societies, Bombay Presidency. ] 

, I HAVE great pleasure in recommending to the public this annotated 
edition of tbe Bombay Co.operative Societies Act ( VII of 1925 ) 
by Mr. K. S. Gupte of Poona. Mr. Gupte has already earned a 
reputation as a commentator on various Acts, and in particular. 
his commentary on the Dekkban Agriculturists' Relief Act is well· 
known. Having come into contact with the rural classes and' 
their problems particularly as regards indebtedness, in his capa. 
city 8S a pleader for them in various Civil proceedings, ,Mr. Gupte 
is amply qualified to write a commentary on the Bombay Co
operative Societies Act which IS essentially a measure for the uplift 
of the agriculturist and the small worker and the artizan, Unlike, 
other local Acts, the Co-operative Societies Act hardly gives 
adequate scope for a strictly lawyer's commentary. Ash. well' 
known, the jurisdiction of the Civil Courts is barred in respect of 
ordinary co·operative transactions and judicial decisions on the 
subject are, therefore, necessarily few and far between. 

A small book dealing with, the rulings and brief comments on 
the sections is already published, but Mr. Gupte's book is much 
more ambitious and thorough·going and gil'es an exposition ofi;he 
principles of Co-operative organization which have been com·, 
monly accepted, in essentials, in all the principal countries of the 
world. It, therefore, necessarily deals with the objects and reasons: 
underlying the characteristic provisions of Co·operative Law in 
this Presidency: 

Co·operative Institutions constitute a special type of associa" 
tions formed for the economic well-being of the constituent mem-:, 
bers and as such they bear considerable affinity to the Companies 
registered under the Indian Companies Act. A close comparison 
between the relevant sections of the two Acts dealing with the 
same topics is, therefore, extremely illuminating with a ,view -to 
understand the real purport of the Co-operative Act, and Mr. Gupte, 
thertlfore, has'wisely given an elaborate comparison of the provisions' 



made in the two Acts relating to cognate subjects. Similariy, 
he has clearly brought out the characteristic distinctions which 
differentiate the Co-operative organisations from ordinary com
mercial or joint stock companies. 

Briefly speaking, as distinguished from ordinary Companies, the 
chief characteristics of Co-operative Organisations provided for in 
this Special Act are:-

(1) The extensi ve, exclusive and discretionary powers of regis
tration, vested in the Registrar and also the duties of general 
superintendence, guid.mce and control imposed on him; 

(2) The principle of unlimited liability or rather unlimited 
contributory liability incorporated in the Agricultural SOGieties; 

(3) Democratic control as exemplified by the voting power being 
based on the human factor and not on the amount of the capital 

contributed. In other words, the principle of " One man, one 
vote; " 

(4) A conscious attempt at preventing exploitation and profite
el'ing and the consequent strict limitation of individual holdings 
of capital and also the concurrent limitation of profits; . 

(5) The principle of honorary service wherever possible; 
(6) Compulsory arbitration in internal disputes and strict 

exclusion of the jurisdiction of the Civil Courts and the whole 
paraphernalia of complicated judicial procedure; 

(7) The simple and summary arrangements made to facilitate 
recovery of the societies' debts and other special privileges aI!d -
concessions given by Government to Co_operative Societies in 
view of the marked economic and educational value of the Move. 
ment to the people in general; 

(8) The special position of the Government and the Department 
in relation tothe Movement and the responsibilities of the Goverp-
ment as the sponsor and the ultimate guardian of the whole 
structure. . 

. Some of those characteristics of Co-operative Institutions, par
ticularly the extensive powers reserved for the Registrar and the 
Government, the exclusion of the jurisdiction of the Civil Courts, 
and the summary processes provided for the purpose of recovery may 
strike the general reader as somewhat unusual. The Government was 
the sponsor of the Co-operative movement in India, and in each one 
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of the Provinces a large amount of public money is being directly 
Bpent every year for. the good of the movement in addition to the 
value of the numerous priviloges,such as exemption from diverse fees 
and chargos, which are enjoyed by the Co-operative Societies. Under 
the appropriate headings Mr. Gupte has explained how and why 
it has been necessary to reserve these powers in the hands of the 
Registrar appointed by Government, imd how the existence of in
dependent Government supervisi9n and audit and the moral back
ing of Government are largely instrumental in inspiring the 
necessary confidence in the public mind with regard to the finan
cial stability of the Movement. I trust that the material which has 
been collected together under the appropriate headings in the ¥ari
ous parts of this Book will be greatly helpful in clearing some of 
the mis-understandings which are still current on the subject of 
official control of the Movement. 

The Act itself is a bare outline of the essential structure and 
its great merit is the extreme simplicity and the deliberate 
elasticity imported into the whole arrangement. If by any 
chance any particular provision is found to be unduly restrictive, 
section 67 of the Act specially empowers the Government to 
exempt any particular society from any provision of the Act 
and the Rules thereunder. Since the Movement is still in its infan
cy and unexpected problems sometimes still present themselves 
for settle mont and decision, this provision is essen.tial though 
hardly ever resorted to. A large part of the detailed regulations 
by which the principles enumerated above are actually translated 

. into the working of the Societies are embodied in statutory rules, 
the bye-laws of the various societies and the reports of various 
authoritative Committees and Conferences, Government Resolu
tions, and the vast mass of other literature on the subject. 

Mr. Gupte has to a considerable extent utilised this material and 
given appropriate extracts under the relevant Sections. These 
extracts constitute a most useful part of the Book and Co-operative 
workers and students of the Movement will find an interesting 
collection of authoritativeopin~ons explaining and amplifying the 
ideas underlying the actual text of the Act. A good use has also 
been made of the discussions in Legislative Council which took 
place when the original Bill,-now Act VII of 1925-was on the 
Legislative anvil in 1925. 



It would appear that there is a good deal of scope for compression 
and elimination of the unessentials with regard to this portion of 
the work and at the time of preparing the second edition, if 
the remarks are suitably compressed, Mr. Gupte might find a good 
deal of space available for incorporating a large amount of addit
ional useful material relating to co-operation in other countries and 
in the various ProvincesofIndia. IfI may venture to suggest it to 
him, Mr. Gupte might alsl), with advantage, try and get into in: 
timate touch with the working of the various types of Co·operative 
Institutions at present existing in this Presidency, so that he may 
be able to select his material and offer his advice and suggestion in 
the light of the actual needs as ascertained from a first hand 
examination of the Institutions concerned. 

By devoting his time and energy to this task Mr. Gupte has 
made a valuable contribution to the growing literature on the Co· 
operative Movement in this Presidency. The officers. of the 
Department and the workers in the movement will find the Book 
particularly helpful as a book of reference in the discharge of 
their ordinary duties and, I trust that the Co-operative public 
generally will give Mr. Gupta the appreciative response which his 
effort so richly deserves. 

POONA: } 
March 31, 1931_ V. S. Bhide-



PREFACE. 
SINCE the passing of the Bombay Co-operative Societies Act, 1925, 

whicbhlls replaced the All-India Act of 1912 the development of 
Co-operative movement in this Presi!lency has been so marked that 
a book for occasional reftlrence for· the worker in the movement as 
well as the lawyef was much in demand_ The advent of specially 
qualifying diploma examination in Co-operative Accountancy as 
well as the incl'dasing number of students attending the Co-opera
~ive schools and classes that are being organised· every year at 
various centr~s in· the Bombay Presidency and the Sind by the 
Institute and the Provincial Bank is one more reason why a book 
wher~ Co-operative Law as applicable to this Presidency is dealt 
with at some length should be compiletl. . 

In preparing this commentary I have endeavoured .to devote 
attention to the elucidation of. principles and to show the naturl.l 
of the changes made· and the reasons therefor. in the words ef 
those best fitted to explain them. 

I wish to invite attention to appendices A and B. The former 
contains the rules as amended upto date with explanatory notes 
while in .the latter the old Act of 1912 is given as 8. whole. I wish 
earnestly to invite the attention of our Legislative authorities to the 
suggestions which I have ventured to make for amendment of the 
Act which has been criticised by eminent authorities like Mr_ 
Calvert as somewhat 'rigid'_ 

Special care has been taken to make the index full with refer 
rep-ces and cross-references. 

I have restricted as far as possible to the literature on Co-opera
tion in India in general and the Bombay Presidency in particular_ 

. In preparing this book I have had occasions frequently to consult 
the invaluable treatise 00. the 'Law end Principills of Co-operation' 
by Mr. Calvert for which I am grateful though the plan of my work 
is entirely different from that of his_ 

V. S. Bhide, Esquire. B. A., LL. B. ( Cantab ) Bar-at-Iaw. I. C. s., 
the Registrar of Co -operative Societies. Bombay Presidency, has laid 
me undeJ;" deep obligations by contributing .the generously worded 
'Foreword' which has conEiderably enhanced the value. of this book, 
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more particularly because he wrote it in the midst of heavy official 
engagements. My particular thanks are due to R.B. Gunyantrai H. 
Desai,B.A.PersonaIAssistant to the Registrar for allowing me to make 
use of his very instructive lecture on 'Classification of societies' 
and also for reading portions of the work in manudcript and for 
general guidance and encouragement. It would be also most 
appropriate herJ to record my grateful thanks to D. G. Limaye, 
Esquire, B. A. of the Co-{)perative Department W!lO was ever ready 
to place his very intimate knowledgl3 of the working of the societies 
at my disposal and for the keen interest he displayed during the 
pl'eparation of this volume by making valuable suggestions from 
time to time. My thanks are also due to R. B. S. S. Talmaki. 
Honorary Secretary, Provincial Co-operative Institute, Bombay 
and to V. L. Mehta, Esquire, thll Managing Director of the Bombay 
Provincial Co-operative Bank for furnishing me with information 
regarding the constitution and working of the institutions with 
with which they are associated. The major portion of the 'same 
however 1 had to reserve for my 'Hand book of Crroperation for 
Societies in B.om~ay and Sinl/ which is now in print and will be 
published shortly. . 

I regreAt the delay tn ·the publication of the work due to engage
ments legal and otherwise. It must also be attributed partly to 
my trip to England, which however, enabled me to get an insight 
into the working of some societies there. Let me in this connection 
acknowledge with gratitude the assistance I have derived from the 
Honorary Secretary of the Horace Plunkett Foundation in London 
who had very kindly allowed me to make Uile of the Instit.ution's 
Library during my stay in London. 

In the end, I wish to state that like many commentators I have 
allowed myself the liberty of airing personal views not in order to 
thrust them upon others but solely to stimulate reflection and to 
suggest the possibility of other views. I would like to mention 
that they are my own individual views and that the responsibility 
for whatever defects, (and I am sure there are many) may be found 
is en~iraly mine. 

691, Budhwllr path,} 
Poona City 

1st January, 1932 
K. S. Gupte. 



INTRODUCTtON. 

,.,/ Early History.-Debt has been the load on the agriculturist's 
back in India for centuries and despite aU efforts it seemed al 
most impossible to, relieve him of that load. While commerce 
and industry in India expanded with remarkable rapidity under 
the British Government, the peasant class in many parts of the 
country remained as deeply in debt as it had ever been. The 
persistent indebtedness and stagnation amongst vast masses of the 
agricultural population has been perhaps the greatest barrier in 
the way of progress of the country. 

To the state of indebtedness could be attributed many of the 
evils to which the peasant is subject. For instance, it leads ultima. 
tely to the transfer of land from the agricultural class to the non
agricultural money.lender, leading to the creating of a landless 
proletariate with a reduced E!conomic status. The result is the 
10SsOi' agricultural effciency as 'the money-lender uS)lally sublets 
at a rate which leaves the cultivator wij;lL ~a reduced incentive to 
raise a good crop. As a result of the inefficiency ~he ryot is un
able to get enough money to put in cultivation' to yield first·class 

,crops. It may also be pointed out that the agricultural Tribunal 
of Investigation in England in analysing the factors that go to 
make agriculture a paying industry has pointed out the example 
of Denmark as to what the creation of peasant proprietors in land 
can do. There the farm tenancy dtlcreased from 42'5 per cent ia 
1800 to 10 per cent in 1905 and 92 per cent of the farmers' 
in Denmark now own their own farms. Many . competent 
observers regard the system of ownership in agricultural land 
as· one of the influential causes in Denmark's prosperity • 

. There is also another broad aspect of the problem regard
ing agriculturists. It arises out of the interest of the nation as 
a whole to maintain agriculture in an efficient condition and the 
obligation of the State in that matter. For instance, the Busi
nessmens' Commission on Agriculture in America while empB.asis_ 
ing this aspect in their Report 8ays-" Agriculture is not merely 
a way of making money by raising crops. It is not merely an 
industry or a business; it is essentially a public function or 
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service performed by private individuals for the care and. the use 
of the land in National interest, and the farmers in the course of 
their pursuit of a living and a private, profit are the custodians of 
the basis of national life. Agriculture (and for that matter agri
culturist) is therefore, affected with a clear and unquestionable 
public interest and its status is a matter of' national . concern 
calling for deliberate and far-sighted national policies, not' only. 
to conserve the natural and human resourcea involved in it' but 
to' provide for the national security, promote a well-round pro
sperity, and social and political stability." It is 'quite natural 
therefo e, that the problem of diminishing rural . indebtedness 
shoul engage the attention of Government. From time to time 
va 'ous remedies were tried by Government. 

. A very determined attempt was madll in 1879 in this PresidencI 
by the passing of the Agriculturists' Relief Act which had its 
origin in the agrarian disturbances of 1875 in the Deccan. The 
operation of the 'Relief Act resulted in' restricting the credit of 
agriculturists but in the end it produced some good results, inas
much as it checked to some extent the passing of the lands of 
agriculturists into the hands of the' non-agriculturists. This was 
recognised from time to time. In 1901 the Famine Commission 
de:\lt with the subject of agricultural indebtedness in the Bombay 
Presidency and recommended legislation to restrict transferabi
lity of lands. The Government of India expressed their decision 
in 190.> that an Act of the Punjab type' should be passed for the' 
Bombay Presidency and Sind. The'Bombay Government in 1911 
in their reply argued that the evil of transfer to non-agriculturist 
in Bombay was not great and was abating and that other remedies 
for indebte,dness (Dekkhan' Agriculturists' Relief Act) '~ere' 
making good progress.-.NoIe on agricultltral indebtednes!J in India 
by Mr. Maclagan p. 60. The beneficialrtlsultsof the Dekkhan 
Agriculturist~' Relief Act, 1879 were summarised by tho Arthur
Bodas Commission of 1912 in the following terms:-"The agricul
ful'ist gets harder terms from the money-lender than of yore but 
he borrows less money from him. He would formerly, when he' 
could get cash easily run up a long account of hand-lo~ns with
out ~ thought and would only, realise his position when it bad 
become hopeless. Now the Savkar knows that if he lends money 
to an 'ag~iculturist without security be may lose it altogether and ~ 



that if he takes a mortgage, the land may be redeemed at any 
moment. He; therefore, generally demands a sale.deed and 
since under the operations of s. lOA even that is not safe and 
may be treated as a mortgage, he exacts terms which will 
guarantee him against the losses he may incur ill Court, and 
enters as consideration a fictitious amount, often double or more 
than double what he has really lent. The cultivator thinks twice 
bofore he paest's a sale-deed of his land and the terms exacted un· 
doubtedly tend to make him less reckless in borrowing. The 
contraction of their borrowing power is making the people more 
thrifty. There is no tendency, for land to fall out of cultiva
tion. The Act did help the man who was relieved of debt or 
redoemed his land by its operation and who was wise enoug~ 
industrious enough so to supplement his ag~· cultural income as 
to become independent of the money-lllnder." Whatever that may 
be it was soon realised that mere legislative fia could not effici
ently control the working Df economic law and the problem of 
diminishing rural indebtedness arid bringing crodit facilities 
within the reach of agriculturists on reasonable terms remained 
unsolved'. Another attempt to meet the problem was made again· 
in this Presidency by the organisation of an agricultural bank. 
In 1882-83 under the inspiration of Sir William Wedderburn, 
I. C. S., a committee with the object of founding a bank wiih &' 

capital of 10 lakhs was formed. It intended to begin operations· 
by redeeming all the outstanding debts of the ryots. The scheme 
was not approved by the then Secretary of State, Lord Kimberley 
on the grounel that the bank would virtually be a Government 
institution and that its constitution was faulty on the financial 
side. A system of loans from the State was adopted in 1883 by 
the passing of thll Land Improvement Loans Act .• But it was 
considered that what was lacking was not so much capital for' 
land improvement as ideas for utilising it for productive purposes. 
Next came the Agriculturists' Loans Act of 1884, which empowered 
the Government to advance loans from State f~~ds to owners and 
occupiers of arable lands. The purposes for which the 10:1n8 were 
advanced were the relief of distress, the purchase of seed or cattle 
and any other purpose connectlld with agricultural objects, mostly 

,in backward districts and tracts where credit was weak owing, 
to tLe restrictive tenure d 'lands or special reasons. The Act was 
of great value in certain contingencies but it was realised that it 

2 . 



Ifo(,ld never be the means for meeting all normal requirements of 
agriculture. Activities in otb(lr directions were also undtHtaktm. 
Savings banks were opened and the civil law relating to dtlbts, 
was frequently and ext9nsively amended. Special legislation was 
initiated at various times in different areas for deating with 
tenant rights, the alienation of land • ..the general settlement of 
debts, and the curbing of usury. The result of the restrictions 
placed on tho right to alienate his most valuable security reduced 
the credit of the cultivator with money·lender and with trader 
and forced up the rate of interest. It was found that tagavi 
loanswere distributed and collected by the revenue staff, a 
process from which harassment "a'nd extortion are not easily 
separable. In the meantime the success of "the small village 
banks in Germany and Italy attracted considerable atten
tion in India and it appeared to "ttose who were anxiously 
looking for assistance in solving the problem of rural 
poverty that the working of those institutions dtlserved examina
tion. The Government of Madras took the initiative by dtlputing 
1\Ir. Nicholson (afterwards Sir Fredrick) to study the system. 
and his monumental report was published in two parts in 189'> 
and 1897. In the United }'rovinces· the co-operative movement 
started in 1900 when Mr. Dupernex, 1. C. S., who had studied the 
working of co-operative societitls in Europe was put on thli special 
duty by Government. He published his conclusions in a useful 
booklet called " Peoples' Banks for Northern India." In the 
Punjab Mr. (now Sir Edward) Mac1egan and Capt. Crosthwaite 
and in Bengal Mr. Lyon began to organise societies. A few 
societies then organised still survive in the Punjab. The Report 
of the Indian Famine Committee of 1901 powerfully advocab,d the 
introduction of mutual crediIJ associations. Their recommllnda.. 
tion. -after careful consideration by two committees. took shape 
in the Cooperative Credit Societies Act of HlO-t-. Prior to lOOt. 
associations and societies could be formed and registered under 
either of the two Acts.-The Societies Registration Act, (XXI of 
1860) and the Indian Companies Act of 1882. Under the Societies 
Rt'gistration Act of 1860 any seven or more rereoDs nssociated fur 
any littlrary. scitlntiijc, charitable purrose ( now also for diffusion 
of pulitical education) Dlay be formed into a society by signing a 
memorandum of association in a form prescribed by the Act. 
Under the .Indian Companies Act of 1882 any seven or more 
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persons associated for any lawful purpose may be incorporated 
into a Company. There being no other Act under which an asso
ciation or a society could be formed fur the purpose of promoting 
the economic interests of its members in accordance with co
operative principles, co-operative societies had to· bA organised 
undllr the Indian CompaD.ie9 Act of 188~ (now Act VII of 1913). 
But it was found that the elaborate provisions contained in 290 
sections of that Act were wholly unsuited to societi<1s of the kind 
it was dllsil'ed to encourage. Legislation was, therefore. caUlld 
for to take such societios out ,of the operation of the general law 
on the subject and substitute provisions specially adopted to their 
constitution and objects. It was also thought desirable to confer 
upon them special privileges and facilititls, in order to encourage 
their formation and assist their eperations. But since they were 
to enjoy exemption from tbe general law and facilities of a special 
nature such precautions were considered necessary as were needed 
in OJ'dllr to prevent speculators and capitalists from availing 
themselves undllr colourable pretexts of privililges which were ~ot 
in tfOndAo for them_ 
"The La\v Committee appointed under the orders of the Govern
ment of India to consider the question of the establishment of co
operative societies in India (UJ03) thought tbat the term 'Bank' 
was not altogether suitabla, and was likely to conyey a mis
leading impTession of the objects of the societitls. Tbe committee, 
thertlfore, preferred to lise· tbe term "Co-operative Credit Socilltills" 
118 indicating more clearly th6 aims and scope of tbe institutions 
which it was desired to see e$tablisbed. r1'he Act of 1904 wa$ 
largely framed on the English Fl:iundly Societies Act of 1896 and. 
was put in practice throughout India_ There were two cardinal 
obj~cts which the Government of India kept in vie\v in framing 
the Act. The first was simplicity_ Some of the schemes which 
were laid before them were far too elaborate for the comprehen, 

. sion of the classes for whom thllY were intended but who certainly 
could never ba.ve complied with their provisions. The second was 
elasticity_ It was deliberatoly decided to restrict- the o~ration 
of the Act to credit only. It was, therefore, called the Co·opera
tive Credit Societies Act of 1904,' In' the first instance it was 
found expedient to facilitate the formation of such credit; societies 
for the promotion of thrift, self-help and mutual aid amongst 

, agriculturists, artisans and persons of limited means. In any 
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scheme of rural advancemont the growth of credit was the mo~t 
essential, and, the refu re, it was but natural that the first attempt 
towards helping that growth should be in the direction of the 
formation of credit socie~ies. (Mr. H. W. Wolff saYi that the 
restrictive nature of the Co.operative Act of 190~ was merely a 
• slip" but that the "gJal which it set before it from the very 
beginning was a much larg~r one such as is no\v comprehensi. 
vely pur~ed, with all forms of l:eneficient co-operation kept in 
view.")CTheAct had perforce to be framed before any experience 
had been gained of the working of co-operative societies in India 
and so could only prescribe the general outlines and leave tbe 
details to be filled in gradually, on lines which experience of 
failure or success might indicate as best suited to each part of 
the country. The Act was passed not as the outcome of any 
popular demand but as was the case in Japan, the new legislation 
.was essentially the act of a Government anxious to ameliorate the 
conditions of the people. The public opinion sufficiently instruct· 
ed to criticise or to guide had to be created. The public spirited. 

. helpers, of whom there are now such large numbers, had to be 
found and encouraged to come forward and assume responsibili
ties. In its initial stages, t.he movement was essentially an 
endeavour by the8tate to t.each the advantages of organised 
thrift, self-help and mutual help. Another point to be noticed in 
1egard to the new measurs was that it bccame inevitable that a 
Government department charged with the promotion of the new 
policy should be established and that, as progress was achieved, 
that department should grow in numbers and importance. The 
important flJatures of the Act may be summarised as follows:-

II Societies were classed as rural and urban; and while the latter 
were left a free choice the former were bound to acctlpt unlimited 
liability. Their area was closely restrictud. Loans might be 
made only to members and on personal cr such but not ordinarily 
on chattel; security. An annual official audit was made com
pulsory. The interest of any member in .the share capital of the 
society was strictly limited. and special exemption from fees 
payable under the stamp. registration, and income-tax Act was· 
conceded. Societies were placed in charge of official Registrars 
with very wide powers of control and supervision. The operations 
Qf the societies formed under the Act were restricted only to 
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credit. The societies were intended to be small and simple credit 
societies for small and simple folk with simple needs and requir
ing small sums only. Besides providing cheap credit to the. 
agricult~rist, they were to perform the important task of educating 
him in the use of that credit and inculcating in him habits of thrift 
and self.help. Co·operation was not defined in that Act but it was 
undtlrstood as Ii. voluntary organisation of persons wh.o associate on 
equal terms for tho satisfaction of their common economic needs.1 
The ideas implicit in co-operation proved themselves very acceptable 
to the people. The peasantry readily grasped the new system and 
attempted in"their own way to put it in practice in their villages. 
As we have shown above the original Act of 1901- was framed to 
meet the needs of primary credit societies only. an the course of 
7 or 8 years of the working of that Act it became evidtlnt that 
much progress could not be made under it in the matter of de
veloping rural credit.] 'fhe entire capital of the movtlment in the 
year 1912 was less than Rs. 75lakhs. It made no provision for 
the higher finance of the movement or for non-credit activities. 
These omi'3sions had to be supplied by a n6\V Act. With the 
passing of the Act of 1912 which however retained th rinciples 
of simplicity and elasticity embodied in the old Ac he movement 
entered on the second stage, of its progress. 

The Co-operative Societies Act of 1912, as stated above, 
"was an outcome of the experience gained in a decade and the 
careful and prolonged consideration of a large mass of material 
Acts, rules and opinions. This Act swept away the old distinction 
between rural and urban societies and substituttld a OIore scientific 
distinction based on the character of the members' liability. The 
n-gistration of new types of association for the supervision of 
finance of primary co-operative societies was for the first time 
recognised. Co-operative organisations with other objucts besidus 
that of furnishing credit were allowed. Provision was also made 
for the registration of societies of various types aiming at tlJe 
promotion of economic interests of their members e.g. societies 
dealing not only with credit but also with purchase and sale, 

" insurance and other various specialisud functions carritld out by 
the recent types of societies elsewhere. Thu exact forlD which 
these should take was not dtlfinitely laid down; and pending 

,further experience, Registrars were luft a wide discrlltion in 
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building up the higher storeys of their provincial co-operative 
structures;' This Act IT of 1912 is still in force throughout the 
country except in Bombay and Burma. where it is replaced by 
locallt'gislation in 19'25 and 1927 respectively (see Appendix B 
for Act JJ of 1912). It must. however. be mentioned that in 
spite of the removal of the limitations imposed by the original 
Act. ~nd' the creation of scope for several forms of non-credit 
activitillS. the preponderating element in Indian co· operation is 
still credit. This appears to be natural not only because credit 
is the simplest example of co-operative endeavour that can be 
introduc .. d among a rural population which is largely illiterate. 
but also because as pointl'd out in the optming"paragraph credit 
continues to be the most preEsing need of the Indian cultivator 
who is weighed down by the burden of USlIfY and chronic debt 
which crush the life and thought of "ruraIIridia." 

The progress and development of the co-operative movement 
since 1912 made it necessary to widen the functions of the socie
ties and to revise the law under which co-operative societies 
worked. With the publication of the classic report of the Mac
lagan Committee on co-operation in 1915 the movement may be 
said to have entered on its third stage of d~velopment_ That 
Committee examined the movement in all its aspects and made 
many constructive proposals of a far-reaching character for the 
further development of co-operation. In the meanwhile several 
points for amendment had been brought to the notice by various 
co-operative conferences. the central co-operative institute and 
co-operative bodies and non-official gentlemen interes~ed in the 
movement. Until the Reforms. co-operative movement was an all- . 
India movement and the Act. was therefore. an all-India Act; 
but since co-operation became a transf"rred subject it fllll within 
the scope of the provincial legislature. It may be said that on 
the passing of the Government of India Act of 1919 the movement 
entered on the fourth stage of its development since it began to be 
administered by the ministers under the reformed constitution of 
the provincial Governments. An important step taken in con
nection with encouraging co-operation. after it became a pro
vincialsubject has been the institution of Committees of Enquiry 
by various provinces. The Oakden Committee of the United 
Provinces of Agra and Oudh. the King Committee of the Central ... 
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Provinces. the Townsond Com~ittee of Madras and theC~lvert 
Committee of BUI'ma have already published their reports. The 
aprointment of similar Committees in other provinces. is under 
consideration .. The Royal Commission on Agriculture in India. 
the Provincial Banking)h;~-;;-iry Committees and th~ Indian 
Central Bankin~ Inquiry ~mittee which has recently published 
its report (1931) ~,ve given considerable attention to this subject 
and have Btim~lated the interest of the public in the movement. 
It may also be mentioned that in Madras a bill to replace the all~ 
India Act has been introduced in the Legislative Council. 

\ The Bombay Co.operative Societies Act (VII of 1925) 
was passed by the l30mbay Legislative Council and 'came into 
force from 4th December 1925. and it is this Act which goverDl!' 
co-operative societies in the Bombay Presidency including Sind~
While the all-India ACt of 1912 is for the promotion of thrift and 
self-help amongst agriculturists. artisans and persons of limited 
means the Bombay Act is for promoting these qualities amongst 
all people with common economic needs whether their needs to 
limited or otherwise. t Under it not only can a society which ha, 
8S its object the promotion of the economic interest of its memberS" 
in accordance with co-operative principles be registered but also a' 
society established with the object of facilitating the operations of 
such a society.~Sir...~redrick Nicholson in his report on agricul; 
tural banks in India had drawn pointed attention to the neces
sity to couple credit with the promotion of-almost enforcement 
of thrift, providence and heedfulness in borrowing. Experience 
in Europe showed that the correct practice of co-operation de" 
pendlld on three factors:-(l) t,tTective eliminati,on of waste and 
inculcation of the habit of thrift, (2) education in co-operation. 
and (3) general education of cO-llpdrators., The Irish co-operators 
(head"d by Sir Horace Plunkett) also laid considerable emphasis 
on the fact that the producer cannot be dissociated from the man 
and that in order to bring about a change in his standal'd of 
living and in his out-look on life. the agriculturist should be 
tackltld 89 a whole. Their well-known formula of rural economy 
.. better farming. (practice) better business, (co-operation) and 
better living" (education) has been adopted in the preamble to 
this Act with certain changes. The Act is thus intended to faci.': 
litate the formation and working of co-operative societ.ies for the 
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promotion of thrift and self-help amongst agricuiturists and 
persons with common economic needs so aa to bring about better 
living. better business and better methods of production. As 
given in the statement of objllcts and reasons ( Bill No. XIV 
of 1924) the Bombay Co-operative Societies Act made provision 
for three important matters namely:-

(1) A distinct classification ofthe va rious societies whose objects. 
finance and methods of working are different. 

(2) Introduction of a clear cut system o~ winding up. liquida
tion and dissolution \.f societies on the analogy of the Indian 
Companies Act, 1913. 

(3) Provisions desired by a majority of co-operators in this 
Presidency for the summary recovery of dues in arbitration cases 
through the revenue authorities. 

Rules.-Bombay Government bad issued rules under s. 43 of 
Act II of 1912. They were am~nded from time to time. In the 
new Bombay Act VII of 1925 a major portion of them has been 
embodip.d in the', Act itself. S.71 of the Bombay Co-operatiYe 
Act, j 9:!5 enabled the Government to make rules to carry out the 
purpose of the Act. The Government of BombJY has accordingly 
made certain rullls which are c .. lled the Bombay Co-operative 
Societies rules, 1927 (see Appendix: A.) 

The present position.-Startcd in 19010 with no antecedent 
record the movemllnt Las to-day assumed large proportions parti
cularly in regard to the aggrrgllte number of societies, their 
membership and working capital. The number of societies in 
British India and the Indian States is now nearly 100,000 of which 
about 15,000 oo-e in nine or ten Indian States. The crAdit societies 
alone in British India number over 78000 on the 30th June 1930 
Dnd count more than three million members with a working 
capital of over Rs. 40 crores. Their average membership is some
what between 30 and 40. 'I'he number of non-credit societies on 
the same date is about] 6030 with a membership of 650,000 and 
working capital of about Rs. 6 crores. The cAntral financing 
institutions like the central banks and the banking unions are 
nearly 600 in number of which about 500 are in British India. 
'fhe entire working capital in the movement is about 50 crores 
(excluding loans made by secondary bodies to primal'y societies 
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and deposits made by the latter with the former.) Of this amount. 
about Rs. J4. crotes consist of share-capital and reserve fund, the 
rest of deposits bnd loans from members and non-members. <Tn 
the familiar assumption that a rural family consists of 5 members 
on the average, the membership of three million means that 15 
million people have been touched by the co-operative credit move
ment. 

So far as this Presidency is concerned the number of societies 
on 31st March 1931 was 5896. The total membership on the same 
date was 585.869 giving an average of 98 members per society. 
Taking an average ef five members perfamily three million people 
have boen touched by the co-operative movement in this Presiden_ 
cy. 'fhe working capital was Rs. 13,90,99,530 and the reserve fund 
amounted to Rs. 1,04-,91,393. The huge figure of working capital 
aml)unting to nearly Rs. 14 crores illustrates the large part which 
tho co-operative movement is pl:!.ying in the economie life of this 
province. The owned capital consisting of share-capital, mem
bers' deposits and the reserve fund, now amounts to nearly 62 
per cent. of the total working capital in the mO'O'ement and is dis
tributed as follows :-

,Share Members' R.flserve Total. 
Capital deposits fund 

Rs. Rs. Rs. Rs. 
Lakhs Lakhs Lakhs Lakha 

Central Banks 45 287 13 345 
Agricultural 

Societies 31 75 66 172 
Non. Agl. Socya .... 101 217 26 344 

Total 177 579 105 861 

The number of agricultural non-credit societies was 239 with a 
membership of70,918 and a working capital of Rs. 23l;lakhs. Of 
theso, societies for the sale of agricultural produce, especially 
cotton, constitute the most important ones in the presidency. The 
number of non-agricultural credit societies, on 31st March 1931 
was 615. Of these the number of full fledged Urban Banks with a 
working capital of over Re. 50,000 was 82 while the total working 
capital of such Urban Banks was Rs. 3t Crores, 

3 
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Conclusiob.-The Royal Commission on Agriculture 1928 have 
summarised the results of the working of the movement thus:
"The main results achieved may ba said to be the provision of a 
large amount of capital at raasonable rates of interest and the 
organisation of a system of rural credit which. carefully fostered. 
may yet relieve the cultivator of that burden of usury which he has 
borne so patiently throughout the· ages. Knowledge of the co
operative system is now wide:;pread; thrift is being encouraged; 
training in the handling of money and in elementary banking 
principles is being "given. Where the co-operativll movem.mt is 
strongly established there has baen a genorallowering of the rate 
of interest charged by money-lenders; the hold of the money
lender has been loosened. with tho result that a marked change 
has been brought about in the outlook ef the people." Our faith 
in the potentialities of the movement may be e:rpressed in these 
words of the commission :-" The greatest hope of the sah ... ion of 
of the rUl'al classos from their crushing burden of debt rests in the 
growth aud spread of a healthy and weH{)rganised co-operative 
movement based on the careful education and systematic training 
of the villagers themselves." The importance of the subject is so 
gl'oat that we cannot conclude without referring to the following 
remarks of the Commission: " if co-operation fails the hope of the 
agriculturist (who form the majority of the population) also 
fails." 



THE 
Bombay Co-operative 

Societies Act. 
BEING 

Bombay Act No. VII of 1925 
~ 

( First published, afler having received the assent of the GOVe'l'rtor 
General, in lhe " Bombau Government Gazette II 

on the 4th December 192.;. ) 

An Act to consorldate and amend the law relating to cn-operative societies 
.• .,1 in the Presideucy of Bombay 

WHEREAS it is ~ expedient further to facilitate the 
formatiop. and working of co-operative societies for the 
promotion .of thrift, self-help a.nd mutual aid among 
agriculturists and other persons with common economic 
needs so as to bring about better living, better business 
and better methods of production and for that purpose 
to consolidate and amend the law relating to co-opera
tive societies in the. Presidency of Bombay; and where
as the previous sanction of the Governor General 
required by sub-section (3) of section 80-A of the 
Government of India Act has been .obtained for the 
paRsing of this Act: It is hereby enacted as follows:-

CommeDtary 
The preamble forms no part of an Act, and it is only 

when the Act is read clause by clause and is finally passed that 
the preamble is brought up for discussion before the legislature 
and passed. It, however, indicates in general terms the objects 
of the legislature in passing it. Generally speaking the pre
amble of a statute is a very good guide for the better understand
ing of the Statute itself and is as it were .. a key to it. II Soe the 
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remarks in Jan/a Singh v. Jagannath, 3 Pat. L J. 1: 44 Indiau Cases. 
Page 94 (F. B.) It may be consulted as an aid in determining 
the reason of the law and thus arriving at the true construction 
of the terms employed where the language of the body of the Act 
is obscure or ambiguous.- Gopi Krishna v. Raja Krisima. 
12 Cr. L. J. p. 8. It cannot either restrict or extend the enacting 
part when the language, object and the scope of the Act are not 
open to doubt. It is not unusual to find that the enacted part is 
not exactly co-extensive with the preamble. More often the 
preamble is not thus but a recital of some of the inconveniences, 
to be met and does not, therefore, exclude others for which a speci
fic remedy is provided by the Statute.-R. v. Athos, 8. Mod. 144. 

The previous sanction of the Governor-General 
required by S. 80-A (3) of the Government of India Act
The local legislature of any province has power to repeal 
or alter as to that province any law made by any authority 
in British India. This power is subject to sub section (3) of 
s. 80-A of the Government of India Act. This sub-section 
among other things lays down that the local legislature of any 
province may not, without the previous sanction of the Governor-
General, make or take into consideration any law:- . 

(a) Imposing or auLhorising the imposition of any new tax. uuless the tall: 
is a tax scheduled as exempted from this provision by rules made under 
this Act ; or 

(hI Affecting the public deM of India, or the customa duties or any 
other tall: or duty for the time being in force and imposed by the authority 
of the Governor-Geueral ill Council for the geueral purposes of the Govern
ment of India, provided that the imposition or alteration of a tall: scheduled 
as aforesaid sballnot be deemed to affect any such tall: or duty. 

Marginal Notes to the sections of an Act may not be referred 
to for the purpose of construing an Act.- Thakurain Balraj ". 
Jagafpal. 8 C. W. N. 699; 33 I.:A.132. 

Tbe headings prefixed to sections or sets of sections 
may be used for the purpose of interpreting the meaning, scope. 
aud intention of Statutes; and in Dwarkanath·v. Tafazar Rahman, 
44 Cal. 267, it was held, that the Court could look at the heading 
of the Chapter of an Act for the purpose of construing the 
section. But they ought not to be allowed to pass into con
structive limitation upon the exercise of the powers given by the 
express words of the Act.-Naraina v. Bombay Municipal 
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Commissioner. 42, Bom. 462. In other words, the headings should 
not be allowed to affect the construction of the Stlctions. It is 
only when words are of doubtful meaning that Courts should 
look to probable intention - Janki fingh v. Jagannath Das. 
3 Pat. L J. p. 1. 

Previoul Itate of the law may be resorted to for the purpose 
of aiding in the construction of the provisions of the Act only 
when the meaning is doubtful.-Bank of England ·V. Vagliano 
( J891 ) I. C 107, 144, 145; Krishna Avyangar v. Nallaperumal 
Pillai, 47 I. A. 33,42; 43 Mad. 550. 

Co-operation in the sense of working together for a 
common result is as old as human nature. When primitive men 
hunted and their women folk prepared the food there was ele
mentary co·operation. In this sense Dr. Johnson wrote, of the 
larger and infinitely more v3ried economic order of his time that 
.. the business of life is carried on by a general co-operation ... 
Despite an obvious lack of intention difforent activities did, in 
fact, work to one end. It is, in fact, unthinkable how the world could 
get on, if there were no co-operation, direct or indirect, consci
ous or unconscious between different types and groups of people. 
In co-operation lies strength; in co-operation lies the key to success. 
All people have recognised the virtues of co-operation and the moral 
stories and fables, current among them, illustrate very well the 
importance of co-operation. The blind man, the story goes, could 
not go on in his journey, from one village to another, because htl 
could not !ee; the lame man could not similarly proceed,because 
his legs were unequal to the task; but the blind man with the 
lame man perched on his shoulder c'Juld easily accomplish the 
distance, the legs of the one co-operating with the eyes of the other. 
But that, at best, is unconscious co operation; even in its general 
sense the word usually is reserved for a designed common offort. 
Wishes are expressed that political parties should co-operate for 
BOme national object, or that there should be co-operation of 
labour and capital. These bodies or interests are conceived as 
equal, and free each to take its own course. 'rhey are then asked 
to proceed together to a mutual end-to co-operate. 

The same implication of agents equal and free underlies the 
particular sense of the word in co-operation and the co-operative 
movement. Galley slaves pulled together, but they did not 
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co~perate. In the gilds amongst the freemen of the English villages 
of the 15th Century, as in the mUJins or mutual aid societies of 
Japan, and in the fruifier€8 d Switzerland, it was different. 
In these countries as elsewhere I!uch bodies were voluntary, and 
they arose amongst groups of people roughly on an equality. Of 
the two principles the voluntary element is even more necessary· 
In the, Russia of 1920 when co-operativ6 membership was compul
sory and state control complete the name co-operative 1051. all 
meaning. Free association is ~ssentia1. 

,I\Vhat i. Co~operatioD.-c Co~peration' is a form of orga
,:nization, wherein persons voluntarily associate together as 
, human beings, on a basis of equality and work together for a 

common end. In t.his sense it has been found absolutely necessary 
for the progress and civilization of mankind. Co~peration is the 
voluntary association of persons for doing business, the basis of 
association being equality and the object, the satisfaction of a 
common need, viz., the economic improvemeI!t of themselves. In 
all its manifestations co~peration is the application to economic 
life of the principle that unity is strength. The essence of co
operation is the co~perative spirit embodied· in the motto of the 
Co~perative Union of M anchester-"Each for all and all for eac"''' 
i.e. each shaH work for all and all shall work for each 

, in the attainment of their common need. The application of this 
principle has made it possible for a society composed of compara
tively poor and weak men to give its members some of the advan-

" tages ordinarily obtainable only by the rich and the strong{ Co
operation thus repudiates the principle of the survival\# the 
jiltest, and stands rather for the protection of the poor ansi the 
weak, inculcating the principle of the Brotherhood of Man . .Jrhat 
does not mean that it allows the people to remain we~k but in 
fact enables them to get the necessary strength. Co-()peration, 
however, does not stay the progress of those who are sure of their 
own ability to push on; it does not seek to detain the strong in 
the march through life. It is a movement for the weak; mutual 
help is its key-note; desire to serve is its animating spirit. 

Distributive justice.-Ordinarily people do co-o~rate, that 
is, work towards a common end. But it happans that all those who 
thus work together do not receive equal reward, nor eVfln returns 
proportio&ate to their share of joint work. The milliabotlrer who 
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is as indispenable as the manager or the share-holder for the 
Buccessful working of the mill gets but a small wage while the 
others get far more than could be justified even where the higher 
efficiency of the manager or tho supply of capital for a risky 
venture by the share. holder, is taken into-account. It is a revolt 
against the exploitation of the poor by the rich and thus en
deavours to minimise thll conflict between labour and capital While 
it is inclined to give a due share of profit by way of interest 
on the capital emploYl.'d and by way of compensation for the risk 
involved in engaging the capital in business, it insists· on an 
equitable distribution of wealth between the capitalist and the 
worker. It stands for justice between all who help in the production 
of wealth. It fights against exploitation all round. It is a - . 
reaction against capitalism and is a protest against exploitation. 
Therefore, it tries to eliminate the middleman as far as possible 
in all stages of production and distribution, and promo~~ 
operative institutions both amongst producers and consumerCJ 

Take another instance. The contractor undertakes the con
struction of a,road •• A 1arge army of labourers is employed to do 
the work, and yet it is the contractor who reaps the harvest of 
profits while the labourer gets a small wage. It is evident 
that in production it is not merely capital that is necessary. 
Labour of all kinds is equally necessary. But as is shown 
above, the profits to a very la~extent go to capital and 
the labour is left out in the cold. The surplus profits according 
to the co-operative organisation 0 a society would be distributed 
among the parties concerned in the execution -of "he common 
work, that is, it would be shared by capital and labour both. The 
co-operative movement has often been described as the half way 
house to Socialism. But the truth is that it is an assertion of the 

. principle of equity in the distribution of profits and an emphatic 
denunciation of either group seeking to swallow the whole. It 
recognises that it is not capital only that is the source of value, 
nor on the -other hand labour only, but both, and as such admits 
the cla~m~ of both . ..:J 

In Trade Unionism persons economically weak bind them
selves together to improve their condition. Trade Unionism 
accepts the existing organisatiqn of society and merely seeks to 
improve as far as may be, the condition of labour, while remaining 
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under the banner of capitalism. CO'operation, on the other hand, 
is that where a group of persons, economically weak, bein'g 
actuated by a desire to strengthen their position and improve 
their economic condition, act together in Borne economic process, 
be it production, distribution, exchange or consumption and 
divide the profits arising from their joint efforts, in an equitable 
manner. 

Elimination of the middleman and protest against 
exploitation.-Undertbe present order of things it is the producer 
only who counts, and it is he who only is held justly entitled to 
profits, and the consumer as the person, whose wants, tastes and 
desires have to be consulted, but who in the matter of price is one 
who could be exploited, the co-operative system in a spirit of justice 
and fairness con~' ers the claim not only of the producer but also 
of the consumer Co-operation thinks not only of how to secure 
maximum profits or all those concerned in production, but also of 
how to secure the commodities at the cheapest rates so as to lighten 
the burden of the consumer. Between the producer and the con
sumer, however, at present there is quite an army of middlemen, 
the ri,alal.9, the wholesale merchants, the retail shop-keepers, the 
carriers by land and by sea, the exporters and the importers. 
The res)llt is while the 'consumer pays a heavy price for the 
articles, .he needs, the producer of those articles receives very little 
for all his trouble and skill. The difference goes to the middleman, 
the dtZlal the whole-sale merchant and so on. Thus the producer 
languishes while the middleman pl'Ogresses and waxes fat at t.he 
expense of the others. With its belief in the doctrine of the pro
tection of the weak, with its firm desire for distributive justice, co
operation naturally hates exploitation by one group of another and 
the co-operative movement is an emphatic protest against exploita- ' 
tion. Elimination of middleman is one of the great objects of tho 
co-opel'ative movement. This elimination, it proposes to bring a bout 
by the consumers orthe producers themselves performing the neces
sary services. ( See notes under the hea.d 'The elimination of middle 
man's pro«ts ' in s. 5 infra. ) 

Moral movement.--The co-operative movement is an economic 
movement essentially, but with a moral background, and high 
ideals. The movement replesents really a new spirit, the spirit 
of asso-ciation, self-reliance and harmony ani mating the impulse 
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towards economic betterment, upward striving and'better living. 
The new IIpirit helping to make better men and a bette l' society. 
It is a creed, a faith that elevates, that rules out angularities, that 
promotes a feeling of brotherhood, that inculcates the desire for 
service to one's fellow-beings, and the desire for mutual help, 
self-reliance and justice, and that demands Iluppression of class 
feuds and international wars and bl'eathes international peace 
and harmony_ The co-operative movement claims to place within 

I jle reach of the small man the facilities which at present 'are 
pvailable to the big man. 
L. c~,.operation is an alternative form of organization to capita

lism. It is especially suitable for people who have not sufficient 
capi I for the full satisfaction of their needs on the joint stock 
basis; it is essential to the best. progress of agdculture, so much 
10 that it is practically impossible for a country of small holdings 
to achieve prosperity without it.· In r ndia the main direction in 
which co· operation has worked has been towards securing for the 
ryots in the villages and the poorer people in the towns reason
able terms of credit. The extortions and malpr$ctices' of the 
Indian Sowkar (money-lender) are proverbial and the provision 
of cheap credit for these classes is an incalculable blessing the 
importance of whi.ch cannot be too strongly emphasized. 
- A Co-operative ·Society is not defined in the Act. A credit 

society: is a bank, which raises capital by shares. deposita, de
bentures or loans and gives financial accommodation with this 
~apital. It is co,.operative, if financial accommodation .is given 
only to the persons composing the society .. It is important to 
remember that a ~o-operative society is a business organisation 
with a special mode of doing business. It is p.ota charitable 
institution. A big society ,which gives loans to persons other 
than its members is not co-operative and cannot get the benefit 
of this Act. The law does not permit a co-operative credit society 
to give loans to non-membera wi~h~ut the sanction of the Registrar 
(s. 34) which is rarely given. 

Thrift-frugality, economical management, economy (Cen
tury Diclianary). The question of thrift lies at the very 
foundation of the problem of Indian poverty. Thrift depends 
upon foresight, abstinence or self-control, and security of life and. 
property j and so can only be found in a settled, educated 
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community. \ No panacea for the troubles of India will be of any 
lasting value unless there be thrift\ The great wealth of 
England is said largely to be due to cab.turies of thrift. Thrift 
supplies the capital for all enterprise:\The capital for agricul- . 
tura! needs and agricultural impro~nts must. in the main. 
come from the savings of rural communities. But in this country 
the greater portion of the funds required by the cultivators for 
general agricultural purposes is provided by local money-lenders 
who also supply credit for domestic wants and ceremonial 
expenses which are often extravagant. In the present state of 

. this country it is the money-lender who is in a position to provide 
the bulk of the capital required for current agricultural needs 
and. in a recurrence of severe distress. the money-lender will 

. continue. as in the past. to support the people by timely loans . 
. Now. in India the cultivator is poor. and his habit of saving is not 

too pronounced. He has to wait for six months before he receives the 
return of his labour. and in far too large an area, whore there is 
only one crop a year. the interval between successive receipts 
may be quite twelve months. Circumstances such as these make 
it very difficult for him to avoid borrowing. The village money
lender readily comes to his assistance to provide him with money. 

No one denies the services rendered by the money-lender; the 
charge against him is that these services are rondered at too 
great a price and are accompanied by practices which result in 
great evils. The system is usurious; the ready lending for 
unproductive purposes leads to poverty and economic servitude; 
the steady absorption of rights in land places the money-lender 
in a position of uncontrolled power. and uncontrolled power, is 
almost invariably abused. To a very great extent, the culti
vator in India labours not for prol'it. nor for a net return, but for 
subsistence. Hthemoney·lender is evtlrdriven from the land •. it will 
not be by legislation but by the growth of the co-opera~lve move
ment and more especially. by the habit of thrift, incul'cated by 
that movement. Where thrift is absent, the vagarie~ of the 
monsoon drive the people to borrow and, unless the co-o,perativ6 
movement spreads into every village and draws every ',inhabi
tant in its fold. borrowing will continue. The Royal Comritission 

,,/ on Agriculture in India in their Report in 1928 stated: \ 
.. The greatest hope for the salvation of the roral masses from\ their 

crushing burden of debt reste in the growth and spread of a health)' and 

" '. 



PreamLle] BomLay Act vii of 1925 

well-organiaed co-operative movement based npon the careful educatioll 
~d systematic training of the villagel's themselves. Apart altogether from 
the question of debt, co-operative credit provides the only aatisfactory means 
01 financing agriculture on sound lines. Thrift must be encouraged by 
every legitimate means, 101' the aavingB resulting from the thrift of culti
vatinll cl88lles form the beat basis of the capital they require. If the rural 
community is to be contented, happy and prosperous .local governments 
m1l8t regard the co-operative movement as deserving all the encouragement 
which it lies within their powers to give ... 

Promotion of thrift.-A member can claim a right to de
posit hiB savings in ~he society which must necessarily give 
priori~, to deposits from members over those from non-members. 

iJUoheIP.-The essence of the co-operative movement is that 
t people should take the management of their affairs into their 
wn hands. It has been the experience in Europe that rural 

credit is on the strongest basis in those countries where it has 
been de,'eloped most completely without Government aid and that 
in the long run t.he farmers succeed best when they help them
selves. 

There is no question that there should be supervision and It' 

guidance in the early stages but the aim of the staff of the co
opera 've department should be to train the members of societies 
to nage them without outside interference or assistance. It is 

ssnry that the official guidance and control should be gl'adually 
elaxed and eventually withdrawn when it is found that the 

, members of co·operative bodies have been sufficiently trained to 
assume the responsibilities thrown upon them and that they are in 
a position to supply, from within their own ranks the leadership 
and technical knowledge required for the proper control of the 
mo,·ement. 

Self-improvement and self-help which are so essential to the co-

t:,
(rative movement cannot be effectively achieved unless there is 

roper education. The educational work of the co-operative move
ment may be divided into three branches: education in the 
principles and methods of co-operation, provision for the acquisi-
tion of knowledge of genera] subjects and arrangements for l'e
cI'eation and pleasure. It is rather in such moral aims than in 
any specialisation of method that the idea of true co-operation 
consists. It is for this reason that from the very first the educt\" 

2 
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tion of the citizen has been the chief aim of co-operators. 
No B.-See notes under the head c. Village guidance" in s. 5 
infra. 

V The Act of 1912 said that the object of the co-operative societies 
was to promote self-help, thrift and mutual aid. T'ne Select 
Committee appointed to consider the Bombay Co-operative Socie

-. ties Bijl with a view to make the meaning clear, added words to 
show that the promotion of thrift will lead to better living, the 
prohlOtion of self-help will lead to better business and the promo-

Jion of mutual aid will lead to better methods of production. The 
undel'lying idea of the addition of the words in the preamble is 
that the object of the Act is the same as that of the old Act, 
namely, to promote certain qualities so that it may result in 
better living, etc.-Bombay Legislative Oouncil Debate." 2filh July, 
1921;. 

• Persons ~itli common economic needs.'-Originally 
the co-operative movement owed its origin to poverty and to the 
desire for somd way out of all the distress and hardships that 
poverty entails. ,The common bond that held the members together, 
or that induced 'them to combine was poverty or economic distress. 
Fifst among factol'y workers and later amo,9gst farmers it was 

"thought, therefore, desirable to restrict the operation of the Co
/ operative Societies Act of 1912, to persons of limited means only. 

I Undoubtedly the feeling of economic distress has up to the present I been one of the invariable conditions of the co-operative movement, 
but as attention is turned from credit to other applications of co· 
operative principles it becomes clear that the one essential rtlqui
site is the marked consciousness of a common interest in the 
accomplishment of some definite purpose. This may be improved 
credit, cheaper supplies or better prices for produce, or any 
other common economic need; the point is that while co-operation 
is almost the only avenue of escape from poverty, its benefits 
are/~qually open to others who are willing to work for the common 

1
6dOfall. , 

./. In the present Act of 1925 the words .. persons of common 
economic needs It are substituted for the words" persons of limit
ed means. It The Honourable 1\Ir. Dehelvi while introducing the 
Bill, said: 
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.. The main reason for changing the present wording is that the expres
sion 'limited means' is very vague, and, secondly, because with the forma
tion of societies of new types it is difficult to include within the term 
.. peJ'llons with limited meaDs" men whom there ill only no reason to keep 
out, but is advantageous to include within the movement. To 
illustrate the point there are proposals for forming co-operative banks. for 
some o~e big zamindaJ'll in Sind These people are as much in need of 

• ler landlords. There is no resson why they should not be helped by'lj ~
o ratiou to extricate themselves from their preseut positiou as the 

e co·operative movement. Then we have the consumers' societies which. 
any member rich or poor could, join. Similar is the case of housing 
locieties. There isa proposal from Ahmednagar for a co-operative 'society 
for electric supply in which all cIa!l8es of people could join. It is in order 
that membeJ'll of such societies should come iu, that the wording of the 
preamble is proposed to be changed." ' 

N. B.-See notes under the head" economic interests" in s. 5 infra. 

, Notes.-The fact that persons of limited means deserve most 
consideration involves as practical result that small loans to small 
people must be given preference ovel large'loans to those more· 
well-to-do and that the savings of poorer members must be accept
ed even jf it necessitates returning the large deposits of the pros
perous. At the same time it must be remembered that heavy debt 
may reasonably be considered by a society as jusiifying a refusal 
to admit a candidate ihto credit society. • 

Preliminary 

. 1. This Act may b~ called the Bombay Co
Short title. operative Societies Act, 1925. 

Commentary 

The title of an Act may be resorted to to explain an 
enacting part when doubtful. See the remarks in Herroochunder 
Roy t'. Shoaro Dhonee, 9 W. R. 402 (P. B.) 

A Co-operative Society is not defined in this Act. It was ' 
decided that in view of the present state of experience regarding 
such societies in India, it would be advisable to follow the 
principle adopted in the previous Acts by which the provisions of 
the law were, till further experience was obtained, left as elastic 
and as simple as possible. Government of India., Circular 
No. 13-C, dated 9th March, 1912, with reference to the Co-opera
tive Societies Act of 191:.:l said:-
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" .. While avoiding any precise definition, the Act is not without indication 
of the class of societies for which the provisions are primarily intended. The 
preamble, for instance. and the restrictions imposed by s. 5 (s. 6 of the 
Bombay Co.operative Societies Act, 1925) on the extent of shaNholding 
permissible to an individual member will show the class of persons whom it 
is intended to benefit and ·'{egistrars (whose first duty is to make them· 

. selves ·acquainted with the principles of co-operation) will also receive some 
guidance from the wording of s. 4 (s. 5 of this Act) which requires societies 

. to be based on co·operative print'iples." 

The Maclagan Committee on Co-operation (1915) have recom· 

~
. e ed a rule under the Act defining the objects of societies from 

ositive stand-point. S. 71 (p) enables the Government to fix a 
. aximum rate of dividend. Section 38 of the Bombay Act restricts 
.. the rate to 10%. (eft section 18 which enunciates the principle of 

one man one note.) S. 71 (0) enables the Government to make rules 
preventing societies from becoming close corporations. 

Registrars may also insist on all societies observing the 
requirements regarding proximity of residence or community of 
race or occupation prescribed in s. 7 for Credit Societie~. S!,e also 
s. 36 enabling the Government to prohibit transactions with 
outsiders. 

N. B.-See notes to s. 5 unqer the head" Condition.s necessary 
to make a society co-operative. ... . 

Agriculturists.-See notes under the head "Agriculturist" 
to ss. 5 and 8 infra-

2. This Act extends to the whole of the Presidency 
Extent. of Bombay. 

3. In this Act, unless there is anything repugnant 
Definitions. in the subject or context, 

(a) "by-laws" means by-laws registered under this 
Act and for the time being in force anu includes a 
registered amendment of such by-laws: 

(b) "Committee" means the Committee of :Manage
ment or other directing body to whom the m'l.nagement 
of the affa,irs of a society is entrusted ;. 
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(c) ".Member" includes a person Jommg in the 
application for the registration of a society or a person 
admitted to membership after registration in accordance 
with the rules and by-laws applicable to such society: 

(d) "Officer" includes a chairman, secretary, 
treasurer, member of committee or other person em
powered under the rules or under the by-laws of a 
sodety to give directions in regard to the bmdness of 
such society: 

(e) "Society" means a society registered or deemed 
to be registered under this Act: 

(f) " Jtegistrar" means a person appointed to perform 
the duties of a Registrar of Co-operative Societies 
under this Act: 

(g) ., Rules " means rules made under this Act: 
(k) -(1) a " Resource society" means a society formed 

with the object of obtaining for its members the credit, 
goods or services required by- them; 

(2) a " ProduQers' society" means a society formed 
with the object of producing and dispcsing of good~ as 
the collective property of its members and includes a 
society formed with the object of the collective disposal 
of the labour of the members of such society; 

(3) a "Consumers' society" means a society formed 
with the object of obtaining and distributing goods to 
or of performing services for its members, as well as to 

. other consumers and of dividing among its members 
and customers in a proportion prescribed by the rules 
or 1:.y the by-laws of such society the profits accruing 

. , 
from such supply and distribution; 

(4) a "Housing society" means a society formed 
with the object Of providing its members with dwelling 
houses on conditions to be determined by its by-laws; 
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(5) a "General society" means a society not falling 
under any of the four classes above-mentioned. 

The Registrar shall classify all societies under one 
or other of the above heads and his decision shall be 
final. 

A society formed with the object of facilitating the 
operations of anyone of the above classes of societies 
shall be classified as a society of that class. • 

A list of all such societies so classified shall be 
published annually in the Bombay Government Gazette. 

Commentary. 
Old law.-This section corresponds to s. 2 of the Co·operathe 

Societies Act of 1912. (See Appendix B.) 
Scope.-This section defines certain terms which are referred 

to frequently in the Act. The definitions have got to be carefully 
studied because the words defined in this section must be taken 
to have been used in the sense given to them in the definition
clauses throughout the Act, unless the context in which a word is 
used imperatively demands that that particular word should be 
underi!tood in a differtlnt sense .. 

Definitions are of two kinds.-Sometimes they define the 
word and give the exact meaning of the word; in other cases, 
they are merely inclusive. Sometimes, however, definitions are 
both definitive and inclusive, that is, they give meanings of the 
words used and also include others which though they do not 
strictly fall within the meaning assigned to the word defined are 
within the ambit of the intent. For instance, a Producers' 
society in the Act is defined as meaning a society formed with 
the object of producing and disposing of goods as the collective 
property of its members and as including a society formed with 
the object of the collective disposal of the labour of the members 
of such society. The latter society is included in the Producers' 
society as its object is similar. 

" Anything repugnant in the subject or context "-For 
instance, B. 7 refers to societies which should not be registered. 
Again s. 5 proceeds to describe societies which may be registered. 
Evidently in these cases it is not meant that the definition of the 
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term society as given in this section, namely, that, a society means 
a society registered or deemed to be registered under the Act 
should be applied. 

A .• By-law" is a standing rule of a corporation or society, 
made for the regulation of its internal organization and conduct; 
it is distinguished from a provision of its constitution in being 
more particular and more readily altered.-Centu1'Y Diclionm'y, 
In the case of Companies and Associations governed by the Indian 
Companies Act. 1913, the Memorandum of Association states the 
object of the Company, that is, the purpose for which the company 
is established and the nature of the trade or business it is to 
undertake while the articles of association state the arrangements 
between the members and regulate amongst other things, the 
transfer of shares. forfeiture of shares, general meetings, the 
appointment, powers and duties of directors, accounts, notir.es, etc. 

By-Iawl of, locietiel.-By-Iaws are to a Co-operative Society v' 

what Articles of Association are to a Joint Stock Company or 
what rules and regulations are to a Society registered under the 
Registration of Societies Act of 1860. By-laws include the objects 
of the society and completely define and restrict the society's 
activity. In other words, they embody the provisions by which 
the promoters of a society agree to regulate its proceedings and 
their conduct in relation to it. They should not be too elaborate 
or long. The policy should be to exclude from them all that is not 
really necessary to the binding agreement between members. ~ It 
is important that every member should be able to understand the 
by-laws, which define his relations to' his fellow-members. and 
to make this easier the by-laws require to be couched up in as 
simple language as possible. [ See the Rpport of the Committee on 
Co-operation in Burma, p. 17. (1928-29)]. All these by-laws are v 

not entirely discretional: Some of them are compulsory as pro-
. vided by s. 71 (c) and Rule 4 (1), and have to be framed by every 
society before it is entitled to be registered as laid down in Rule 
to, sub-rule (1), clauses (a) to (g). As to other matters incidental to 
management of the society, Rule 4 '(2) permits every society to 
make by-laws suitable to its own requirements. As is stated 
above the society is to draft its bye-laws and must have them 
prior to registration (cf. s.9). In fact, the application for registra
tion must be accompanied by a copy of the proposed by-laws 
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'(ct· s. 9). The Registrar if satisfied that the proposed by-laws are 
not contrary to the Act may register the Society and its by-laws 
(s. 10). He is to endorse them in token of registration. As t4e 
Registrar must approve the by-laws before registration he is 
practically gh-en the power to impose model by-laws in addition 
to those prescribed by rules issued [so 71 (c)]. The by-laws submitted 
under s. 9' (3) to the Registrar subject to any modifications 
approved by him are to be submitted to and have got to be adopted 
at the general meeting under Rule 5. Then they become the by-laws 
of the society binding on all present and futu're members thereof. 
With the previous approval of the -Registrar the Society may 
ament! the by-laws{s. 16 and Rule 6). For further discussion, see 
notes under s. 71 (2) (c) infra. 

Committee.-Certain persons elected or appointed to whom 
a.ny matter or business is referred, either by a Legislative body 
or by any corporation or society.--Wharton '8 Law Lexicon. 

It may be called a 1tlanaging Committee or a Directors' Board 
or any other name may be given to it. But if it exercises the 
functions of management or of giving directions as opposed to 
mere advice, the body so constituted will be Committee as tlsell 
under the Act. .. 

Notes.-The Committee must consist of not less than two 
members. Where a registered society is a member it may elect a 
member to the committee of the larger society. C In the general 
matters of a society's business it is necessary that there should btl 
a committee of management with a President and a Secretary, 
appointed by the members. 'fhe Act does not provide for a 
Managing Committee but the existence'of one is presumed. A 
Committee is provided for in the by-laws by Rule 4 (d) which 
prescribes that a society shall make by-laws regarding the mode 
of appointment. and removal of members of the committee and of 
the officers,.if any, and the duties and powers of the committeo 
and officers. For further discussion, spe notes under s. 71 (2) (g) 
infra. 

A member is defined in s. 30 of the Indian Companies Act, 1913, 
as one (1) who subscribes to the memorandum, and (2) who agrees 
to become a member of the company and whose name is entered in 
its register of membel·s. A member may become a member of a 
eompany in the following ways:-
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(I) By subscribing (i.e. signing) the Company's Memoranduul 
of Association before its registration. 

(2) By agreeing to take a share or shares in the company' and 
being entered in the register of members in respect thereof. 

(3) By taking a tra~sfer of a share or shares and being. entered 
in the register of members in respect thereof. 

(4) By being entered in the register of members in succession to 
a deceased or insolvent member. 

(5) By allowing his name to be on the register of members. 

A person.-According to s. 3, cl. 35 of the Bombay General 
Clauses Act, 1904,' person' includes a company, or associatIOn, or 
body of individuals whether incorporated or not. 

Notel.-A registered society may be a member of another 
society. In some cases Joint-Stock Companies have been adIpitted 
as members of co-operative societies. But the principles of Joint 
Stock concerns and associations of capitalists are different from 
those of co-operativ!l societies. If they are allowed to be admitted 
as memuers of co-operative societies considerable risks are 
involved. It is, therefore, Becessary to place some restrictions, 
aud cl. (~) of s. 3 may, therefore, be so amended as not to allow 
companies, firms or as~ociations of individuals to be members of 
co·operative societies without the sanction of the Registl·ar. 

Unlimited membership.-The society should be steadily 
keI,t open to new-comers to prev'ent its degenerating into a ring 
like the French luneti1'es is an important rule of co·operation.
See Co-opera/ion in Agriculture by Wolff, but membership of two 
,ocieties with unlimited liability is prohibited.-See Rule No. 45 
given in Appendix A and notes thereunder. 

Officer.-Generally ~peaking, the word' officer' will include 
all persons in a society who are authorised to give orders as 
opposed to those who are to receive and execute those orders. 

Officer here refers to those dealt with by rules under s. 71 (g) 
of the Act. It does not include an Auditor. . 

A Society for the purposes of this Act means a society registered 
or doomed to be registered under this Act. It may arpear tha~ this 
definition leads to somewhat cudous results in view of s. 5, of th¥ 

3 
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Act which proceeds to describe societies which may be registered, 
and s. 7 which refers to societio}s 'which should be registered. This 
apparent anomaly may be explained by ref"rence to the opening 
clause of this section which states that the terms used in this Act 
should be understood to bo}ar the meaning attached to them as 
deli ned in this section, 'unless there is anything repugnant in the 
subject or context '. (c/. notes under" Anything repugnant in the 
subject or context" supra at p. 7). 

Rellistered.-On account of the definition of society in 
this Act which means a society registered under this Act the 
word' rtlgistered' occurring in the Act of 1912 was found re
dundant, and, therefore, it is deleted in this Bombay Act.
Bomba.y Legislative Council Debates, July 29, 1925. 

Deemed to be registered.-Existing Societies registered 
under Act X of 190t and Act II of 1912 shall be deemed to be 
rtlgisttlred under this Act.-Spe s. 72 of this Act. Under the Act 
of 19 A, the registration of by-laws was not necessary. 

Rules made by the Government of Bombay are called the Bom· 
bay Co-operative Societies Rules, 1927. The Rules as amended up 
to date are given in appendix A. Short note~ are added to them 
by way of explanation. 

Registrar.-See notes under the head • Registrar' to s. 4 
infra. 

(H) (1) Resource Society.-Of such societies the most import
ant type is that of credit societies. Owing to the importance which 
credit societies gained in Germany and other countries the general 
classification {see below} has been frequently obscured by confining 
the whole class to credit societies, but, as a matter of fact, resource 
societies include many other types, e.g., Seed Societies, Manure 
Societies, Implement Societies and even Cotton Sale Societies. 
In all these cases the obj,iCt is to assist the member individually 
without touching his proprietary 01' individual rights in the exercise 
of his trade or business or profession by procuring for him the 
resources that he needs in money or in professional instruments. 
Societies composed of mill-hands and salary-eamers are apt illustra
tions of this type.-( Rppol't of the Se!pc( ComTlt,ttpe.) It should be 
remembered that in this form of co-operation the existing idea of 
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individual property. individual rights to labour and the indivi
dualistic conception of society are left untouched. Industrial and 
resource societies of credit or non-credit type may exist as wllll as 
agricultural Don-credit societies. 

H. (2) Producers' Society.-In this class of societies members 
combine together in order to oxercise a trade in common for their 
common advantage. This type of societies originated in France and 
is most developed there and in Italy. These societies depimd on a con
ception of the State more advancerl than that which underlies thEi 
idea of resource societies. They accept the ideal of profit and they are 
not actively antagonistic to the individualistic conception of the 
State. However. they seek their profit not as individuals but 
collectively for the society as a whole. To this class belong the 
Italian Societies of Branchianli type. Branchianti means" posses
sors of arms (B1'rL7Icha in Italian means an arm). Artisans or 
labourers combine with the object of purchasing materials. tools. 
machinery and sale of their finished product and thus s~cure 
highest return for their labour (arm). Labourers' Societies under
taking contracts for erecting buildings or constructing roads, is 
an in stante of such type. 

H. (3) Consumers' Society.-The object of such a society or 
of the movement as a whole is the gradual colltJctive appropriation 
~~ll means of exchange or production by all consumers in 
~~~on and the substitution of a collective method for the existing 
competitive and capitalist regime. The conception is due not only 
to the dislike entertained to individualism and capitalism in 
principle. but also to the fact that members realise that all com
petition is wasteful and that the community has to pay for the 
waste. The idea is to organise industry from the consumption 
ener' and to place it from the start on the basis of production' for 
u.k instead of production for exchange under the control and 
4irections not of themselves as producers. but of themselves a~ 
consumers (Webb. pp. 2 and 3). In this class is found a genuine 
and demonstrably successful alternative to the organisation 
based on the' diametrically opposite idea of production for pro
duction and distl'ibution for private profit which may be termed 
as the capitalist system. 
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. In this type may· be included housing societies. Because a 
house is an article of consumption as much as a piece of bread or 
cloth though its consumption is slower. 

Distinction between Producers' and Consumers' Sec ie
tiel can be easily found. Producers' society is concerned with 
production while the Consumers' society is with distribution. 
The for er is industrial while the latter is distributive. The one 
aims t producing articles cheaply and at getting them to the 
bes advantage. So that the producers might get the most for 

vt 
ir trouble and skill; the other aims at buying things that are 

eeded by members at the cheapest rate and selling them to mem
bers also at the cheapest possible rates; the one seeks to increase 
profits, the other seeks to eliminate profits; the one increases the 
.earnings, the other expenditure; the one seeks to approach the 
ultimate users of the articles" produced, the other seeks to approach 
the ultimate source of supply, the producer of the articles wanted. 

H. (4) Houling society.-This type, really speaking, comes. 
under the group of "Consumers' societies." Housing is. however, 
a very special type of commodity; the organisation of Housing 
BocietieJl has naturally to be on special lines ; their" management 
is intiicate and difficult; these societies are. therefore. classed 
sepa/aiely in the Act. Among these may be included societies 

~
o ed with the object of building houses for habitation of members 
onsumers) and not building societies formed by masons or arti

sans fo~ construction of houses for sale or hire to public. These 
will go under producers' type. The housing societies formed in 
the Bombay Presidency are either on the basis of co-partnership 
tenancy or tenant ownership. 

The only difference between the two is that in the first type, i.e., 
co-partnership tenancy, the member has only a share in the pro
perty as a whole and no claim to a particular house or tenement. 
while in the other though technically a tenant of the society. he 
is for all practical purposes the owner of his house or tenement. 

H. (5) General society.-The classification of societies has 
been made more comprehensive by the addition of a fifth class 
which is meant to include societies formed for propaganda, educa
,ion and such other purposes (Report of the Select Con mittee); The 
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Provincial Co-operative Institute. is an instance of the types of 
.uch societies. 

It is different from what is known as the general purpose society. 
A general society means a society not falling under any of the 
four classes mentioned before it while a general purpose society 
means a society the objects of which are a combination of the objects 
of two or more of the four principal types-resource. producers'. 
consumers' or housing society. A generalsociety is thus peculi'lr 
in this that it is outside the scope of any of the four principal types. 

A Society formed with the object of facilitating opera
tions of an y one of the above classes· of societies is classed as a 
society of that class. Among these will be included Central Banks. 
Supervising Unions and similar societies. 

Classification of Societies. 

Cla.sification of Societies as genel'ally understood may 
refer to (1) audit classification. or (2) scientific classificlltion 
according to the functions. needs and objects of the dil;1'erent 
branches pf co-operation. 

Audit Clauification.-Under s. 22 of this Act, it is one of 
the statutory functions of the Registrar to see that the accounts 
of the societies are audited once at least every year. At the time 
of the audit the societies are classed by the auditors as (a) very 
good, (b) fair, (c) poor, and (d) bad. The qualities which place 
a society in (a) class are :-(1) punctual and bona fide repayments; 
(2) well-written accounts; (3) adequate local deposits;, (4) regular 
meetings of committee and general meeting; (5) members' know
ledge of principles and practice of co-operation; (6) fixing of 
normal credits; (7) inquiry into the purpose, object and utilisa
tion of loans and proper fixing of dates of repayment and general 
good management. Societies which fulfil most of these conditi~ns 
will La classed as (a) and they will have the first claim to enjoy 
all the financial and other benefits which higher co-operativ6 
financing and other agencies and the co·operative department 
provide. Societies are classed (b), (c) or (d) according to the degrees 
to which they achieve the ideal . 

. Scientific classification.-The necessity of scientific classi
fication of co-operative societies and the difference' between the 
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functions. needs and objects of the different branches of co-opera
tion have in fact been more clearly recognised in France than 
elsewhere, 

v Classification according to the Government of India 
Annual Returns:-

Societies 

I 
1 1 

Banks Primary Societies 
.1 

Umons 

. I 
Agncultural 

(I) Credi~ 

I 

[
Ltd. .... - trnltel. 

(~) Purchase. Purchase 
and Sale. .. .. -[tr~\1d. 

(3) Production. . ... -[J~\~d. 
(4) Production and 

Sale. .. .. -[ tr~l\td. 
(5) Insurance. .. .. -[tr~tltl. 
(6) Other forms of 

co-operation. .. .. -[tr~\~d. 

I . 
Non-agrIcultural 

(I) Credit .... -[tk\~d. 
(2) Purchase. Pur-

chase & Sale .... -[tr~\~d. 
(3) Production ..... ~[tr~\~d_ 
(4) Production 

& Sale. [ 
Lt.d. . ... - Unltd. 

(5) Insurance. .. •. -[tr~\1d. 
(6) Other forms of 

t · [Ltd. co-opera Ion .•••• - trnltd. 
Notes.-According to the orders of the Government of India for 

purposes of Annual Returns. the societies are classified into three 
groups: (X) Banks. (Y) Primary Societies. and (Z) tTnions. 

(X) Banks include the Provincial Bank. District Banks. 
Central Banks. Banking Unions and all other societies constituted 
with the object of lending to individual societies and receiving 
deposits from larger areas than those of the primary agricultural 
or non·agricultural societies. All Central Banks are considered 
to be credit banks with limited liability and no further interior 
classification is recognised. 

(Y) Primary societies are divided into two classes. namely:
(A) Agricultural. and (B) Non-agricultural societies. 
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(A) Agriculturallocietiel are those in which the majority 
of members are agriculturists, i.e., persons whose main occupation 
is the cultivation of the land or the rearing or management of live 
stock or in which the object is mainly agi"icultural. (For further 
discussion on this subject, see notes to ss. 5 and 8 of this Act.) 

(B) Non.agricultural societies are those which do not fall 
under the head Agricultural Societies. 

Under each of these classes, namely (A) agricultural and (B) 
Non-agricultural societies there are six sub-di visions:-( 1) Credit, (2) 
Purcha;e, Purchase and Sale, (3) Production, (4) Production and 
Sale, (5) Insurance, (6) other forms of co-operation; 

Each of these· sub-divisions is further sub-divided into two 
groups, (1) limited, and (2) unlimited, according to liability. 

(1) Credit locietiel are those individual societies which lend 
grain for seed or maintenance, as well as those which lend cash; 
thus grain banks are credit societies. 

(2) Purchase, Purchase and lale.-These are societies 
intended to facilitate the purchase of agricultural requisites for 
members, such as societies which purchase seed, manure, imple
ments, etc., for sale to their members. Societies which also collect 
for joint sale the produce of members without making this their 
main object are included in this class. 

(3) Production.-These are societies which have for their object 
an act of production without proposing to themselves sale as a 
direct object. These also would include societies for joint irriga
tion, for collective use of machinery,' for assistance in horse 01' 

cattle breeding. 

(4) Production and aale.-This class includes societies in 
which these two functions are united, in which one or the other 
predominates without it being possible to make a clear distinction 
between them. It will coverall societies whose main object is the 
joint sale of any commodity whether such commodity is produced 
or worked up or prepared for sale by the society itself or by the. 
members individually. It comprises all co-operative creameries, 
butcheries and distilleries as well as societies whose main object 
is the sale of grain. cattle. gbee; eggs. etc., produced by their 
members. 
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(5) Insurance.-These societies include cattle insurance, hail 
storm insurance and other forms of insurance societies. 

(6) Other forms of societies.-These include all other types 
of societies which are not included in any of the above five classei, 
such as Institutes, Housing societies, etc. 

(Z) Unions.-The Guaranteeing and Supervising Unions are 
included in this class. 

Professor Caines in his Course of Political Economy divides the 
societies into three classes :-(I) Societies for consumption 
whose general interest is to eliminate the profit of the middleman 
(undertaker) for consumers and distribute surplus profits among 
consumers in proportion to business done. (2) Producing Socie
ties whose object is to preserve or increase advantage of the middle
man at the expense of the general public. According to Prof. Gide 
this also tends to suppress profit. Consumption must win in the 
end as production is for consumption and consumption is not for 
production. (3) Societies which exist for the purpose of 
securing individual facilities or advantages to their members; 

'.., Classification according to the Bombay Co-operative 
Societies Act. VII of 1925 :-(1) Resource, (2) Producers', 
(3) Consumers', (4) Housing, (5) General Society. 

Since 1921, in this Presidency the more scientific classi
fication of societies based upon the illuminating analysis by 
Prof. Nas\of France in his book upon Co-operative Jurisprudence 
is being followed. By this classification all societies are divided 
into three groups or types (I) Resource Societies, (2) Consum~rs' 
Societies (including Building Societies which erect buildings for 
the habitation of members-consumers), (3) Producers' Societies 
including socioties of masons for constructing hous('s for sale or 
hire to public.} The three groups differ not only in methods but 
also in objects. All co-operative societies can be brought under 
this triplicate classification (tripartites). This classification is the 
more scientific and has the merit of clearness over the one followed 
hitherto. 'I'he classification corresponds to the threo aspects from 

'which'man as an economic being can be regarded, that is, (1) man 
by his labour in a social aggregate is a producer of commodities, 
(2) as a living being, he is and must be in his human group a 
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consumer of food, clothing and other articles, and (3) as an indivi
dual looking to his own interest he requires and obtains resources 
for his own use and advantage. ' 

Registration 
4. Government may appoint a person to be Regis

trar of Co-operative Societies for the' 
The -

Registrar. presidency or any p~rtion of it, and may, 
appoint a person or persons to assist such 

Registrar, and may, by general·or special order. confer 
on any such person .or persons all or any of the ,powers 
of a Registrar under this Act. 

Commentary 
(Cf. s. 3 of the Co-operative Societies Act, 1912, given in 

Appendix B) 
Government-This word is not explained in the Bombay 

General Clauses Act, 1904, but in s. 3 (21) of the General Clauses 
Act (X of 1897) which is an all India enactment it is stated: 
" Government" or the Government shall include the Local 
Government as well as the Government of India. 

The Registrar- The Registrar means the person appointed 
to perform the duties of a Registrar of the co-operative societies 
under the Act [ s. 3 (f) ] and yet strangely enough his duties as 
such are nowhere enumerated in the Act. The Act deals with the 
various powers which he is called upon to exercise and the extent 
of these powers also is the .measure of his duties. The 
office of the. Registrar of the Bombay Presidency is in 
Polma.. There are six Assistant Registrars and one Deputy 
Registrar who has charge of the whole of Sind. . 

Object of appointing a Registrar-Ia European countries 
we find that such officers are appointed in some cases but that 
their duties are mainly offormal character. In other cases the 
movement is in t.he charge of no individual representative. Officers 
of Government in several departments are expected to give th~ir 
support an'd countenance to it. In the creation of a Registrar not 
only to fulfil the formal requirements of the Act but also to. g~ide , 
and control the whole monment, the Indian Government occupies 
a unique position and one as experience has shown, which has 
been of great utility to the movement. - . 

4 
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. When the appointment was first created in 1905, the retention 
of a Government officer as Registrar was looked on as a more or less 
tempora.ry measure. It was left to the local Government to 
appoint a Registrar, who was to guard and control the societies 
especially in the early days of the movement. The Government 
of India in their Resolution (R. and A. Dept. No. 1-63-3 of 
29-4-1901<) said: 

.. He should be selected for his special qualifications and he should for 
tho first year at least be constantly visiting the societies and watching 
their progress. rather as a friendly adviser tbau as an inspecting officer. By 
studying developements under various conditions he will gain experience 
which will render him an invaluable adviser; he will know what has 
succeeded here and what has failed there; he will be in a position to avoid 
the repetition of mistakes. to point out defects and their remedies and to 
extend to one part of the country methods which have proved successful in 
another. Gradually, as experience is gained and the societies are able to 
stand alone. the fostering care of the Registrar will be less required. until 
his duties will become purely official." 

The Government in their Resolution further said :-
.. While State help and support will be needed to begiu with. the object 

to he kept in view is to teach the people to help themselves. and we shall not 
have succeeded unless we are eventuallY able to withdraw that support. 
The Government of India desire to lay stress on the necessity of reducing 
restrictions to a minimum. so that the people may be encouraged (subject 
to certain safeguards) to work out the problem on their own lines wi~h 
luch guidance and advice as can be given them." ( G. R. R. &- A. Dept. No. 
1-63.30/29-4-1904). 

Importance of the post of Registrar. 

The Registrar is the main spring of the Co-operative movement. 
It should be remembered that the Co·operative movement was not 
the outcome of any popular demand and the legislation designed 
to further its objects was essentially the ac1;....of Governmen

1 anxious to ameliorate the conditions of the people. I~ othe ( 
words it was an endeavour by the State to teach the peopleth 
advantages of organised thrift, self-help and mutual help. Wit 
no Co·operative experience in India to guide it, Government ha1 
to depend on the agency of an official staff to carry its p:>lict 
into effect. . 

In circumstances such as these it was inevitable that the Regis
trar should be the foundation of the movement. The importance 
of the Registrar's post to the success of co-operation can hal'dly 
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be exaggerattld. It was for him to study the experience of other 
countries, etc., bring his knowledge to the examination of the 
economic problems of the "agriculturists, artisans and persons 
of limited means" for whose relief legislation was undertaken in 
1904 and subsequently in 1912. It was never intended that he 
should be merely a registering officer. He was expected to 
provide supervision, assistance, counsel and control and though 
he was warned that he must not allow co-operation to become an 
official concern managed by State establishments, he was held 
primarily responsible for seeing that societies wllre formed on a 
sound basis and was given wide powers to ensure thistlThe 
Committee on Co-operation, after a careful enquiry into the 
movement throughout India, expressed their considered view of 
the qualifications required and the duties to be performed in no 
ambiguous terms. They wrote: 

II He must be continually studyiug co.operative hterature which is now 
most extensive. He must make himself acquainted with economic condi· 
tions and practices both throughout India and in his province; he must 
know the principles and methods of joint stock bankiug and must examine the 
lIystems of developing thrift and incnlcating co· operation which have been 
tried in other countries. He is also the head of a teaching establishment 
and must devise effective means for impressing a real knowledge of co· 
operation on the bulk of the population. lIe has further to control Jarge 
staff and draft model by·laws and rules, to collect statistics and write 
reports, to advise Government on various subjects, and to keep in close touch 
with the higher finance of the movement as man8l!'ed by Provincial Banks 
and Central Banks. " 

.. .As Mr. \V oUf has put it, the R .. gistrars should not be set down as 
official" but as guides, philosophers. and friends to the societies, appointed 
and paid by the State. It must further be remembered that there is no finality 
in the Registrar's work and he can never feel that it has been cleared off and 
bronght up.to.da,t"t. He will always feel the DEled of wide readiog and of 
giving..,more and more supervision and teaching to his societies. New means 

. and methods to attain fresh ends must constantly be discussed and devised. 
His work is, moreover, highly respollsible involving a watch over large sums 
of money deposited by the pnblic and a share in the responsibility for the 
economic fate of a province. It can be well realised that few officers are 
entrusted with work more serioosor more exacting. "-p. 109 of the 
Report of Committee on co-operation (1915). When the Committee 
on eo-operation toured India in 1914-15, th" co-operative movement 
was still almost entirely confined to credit, and development even 
in' that directhn -was still far from the stage which it has 
now reached. The Royal Commission on Agriculture in 1928 wrote:-
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• ' To tbe list of quali6cationll laid down by tbe Committee it is necessary 
now to add otbers, for the modern Registrar must be fully abreast of tbe 
activities of all departments working for the improvement ofrnraJ condition; 
be must aee that there is sound foundation of better business to snpport the 
superstructure of Better Farming and Better Living; the more efficient the 
movement the more will other departments make use of it to promote their 
own special activities."-Abstract Report of the Committee on co-operation 
(1915) p. XVIII. states: It is not that the Registrar should assume the 
detailed direction of societies. These must be left to manage their own 
affairs, but the Registrar muat be in a position to know how they are manag
ing these affairs. and to take action in case of need. In addition to being able 
to acquaint himself with the working of the 'IOcieties under his charge. the 
R~gistrar must be able to give and supervise that teaching, of co-opl:rative 
principles without which proper co-operation cannot he expected to grow.,..!) 

As has been pointed out it was in the absence of any demand 
from the public that Government of the day decided to embark 
on an attempt to educate the people in the principles and practice 
of co-operative credit_ In the special circums~ances of rural 
India such education could only be conveyed through the spoken 
work of touring officers, supported, supplemented and replaced 
by non-officials as these became available for work. The effect 
of their efforts has been considerable and some elementary know
ledge of the meaning and potentialities of co-operation has spread 
over a very wide area. It is evident from th!:! statistics that the move
ment has made remarkably rapid progress. It cannot, therefore, 
be reasonably disputed that the control of the movement by official 
Registrar has been a success. If the time has not yet come when 
the official guidance and control which are so essential at this 
stage to the healthy growth of the movement can be removed the 
personality of the Registrar is a matter·of the greatest import
ance. -Administrative experience. knowledge of the people and 
their economic conditions and ability to enlist t.he co-operation 
of honorary workers will be the essential qualifications. The Oak-' 
den Committee appointed to inquire into the co-operative move-

.~ ment in the United Provinces of Agra and Oudh in 1925 wrote:- . 

.. Enthusiasm and the power of inspiring it in othel'8, drive, initiative and a' 
wide education fortified by special training are the essential qualifications 
of the Registrar. " 

The p0i:er!Jhat the Registrar exercises may be summarised 
under the ollowing heads, namely, (1) the power of registration. 
(2) audit, (3) arbitration, and (4) cancellation. 
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(1) The power of registration-It is necessary to have 
some officer to see whether a society proposed to be registered is 
organised in accordance with the Act and the general principles 
of co-operation and if it is organised whether there are any 
reasonable chances of its success. It is well known that a 
society has very little prospect of success unless it is started on 
sound lines and the Registrar is the officer who is primarily l'es
ponsible for seeing to this. , In other words, with the power of 
registration ie imposed on the Registrar the responsibility of 
seeing that a society starts under conditions as favourable as he 
could make them:, It is impossible to lay down in an enactment 
all the principles and all the circumstances under which a society 
is to be registered. Even if a society proposed to be organised 
is within the general principles and provisions of the Act, it may 
be undesirable to register it if from the beginning it is clear that 
it has no chances of success. Suppose for instance, ten members 
who are quite illiterate and backward and having no means of 
their own, combine and send up a proposal for registration 
accepting the by-laws as they are framed, the Registrar will be 
compelled to register the society, though such a society may 
never start work, if there will be no discretion left to the 
Registrar. Even if it starts work it may soon be cancelled. 
Absence of discretion to the Registrar would mean the growth of 
a number of mushroom societies which is bound to affect the 
whole movement. It is, therefore, provided by s. 5 of the Act
that the R~gistrar, • may' register a society. S. 10 also states 
that the Registrar may register the society and the by-laws. 
In order that the by-laws may not conflict with the provisions of 
the Act, and the Rules or with co-operative principles it is laid 
down in s, 16 that they should be sent to the Registrar for his 
.approval. However, if the Registrar refuses to register 
. a society or refuses approval to the making, alteration or abro
gation of any by-law an appeal may be made to the Government 
within two months of the date of the communication of the order 
(s. (4). 

Audit is rather a statutory duty (s. 22) imposed on a 
Registrar than power. Government through the Registrar are 
under a legal responsibility to ensure that all societies of every 
description are audited each year either directly by their OWn 
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officers or by independent competent auditors. (See also p. 83 of tlte 
Repr;rt of the Townsend Committee on co-operaJi6n in Madras, 
1927-28.) 

The Co·operative Societies Act of 1925 insists upon regular 
audit by the Registrar or .. some person authorised by him" and 
provides for inquiry into and inspection of the_ affairs of societies 
either at the request of creditors or when the Registrar considers 
this necessary. The Committee on Co-operation in 1915 said: 

.. The audit was intended to assure Governmeut through whose agency 
at the beginuing of the movement the societies were formed that they were 
developing on sound lilies. The audit in fact is a State controlled audit and 
that appeared to be the view implied in the clauqe of the Act which imposed 
tho duty of makiug au audit on the Registrar and his nomiuees. ,. 

To ensure successful working it is necessary to secure the 
confidence of the memb~rs in their organisation. Many persons 
invest their money in the movem6nt relying on the Government. 
audit.- Townsend Committee, p. 185. It is also necessary to 
safeguard the interest;! of outside investors in co-operative socie
ties. These can only be effected by supervision to such a degree 
as will afford some guarantee against serious loss. It has to be 
remembered that members ef tile co-operative bodies are net yet 
sufficiently trained to assume responsibility threwn on them. 
The Royal Cemmission on Agriculture, 1928, expressed their view 
regarding the importance of supenision and guidance as fellews: 

.. The main cause of the failures of a large number of societies throughout 
India was the lack of adequate supervbion andguidanc3 which they thought, 
were necessary at that stllge to the healthy growth of the movement. The 
essence of the co-operative movement is that the peoph shonld take the 
management of their affairs iuto their own hauds. and, therefore. whenever 
oo-operation will be found in a position to supply from within their ranks 
the leadership and technical kuowledge required fol' proper control of the 
movement, this external control will actually be removed .. " 

At the present stage practical considerations such as these 
described above render necessary some degree of audit. inspection 
and supervision. (See notes to. s. 22 under the head "Audit" infra.) ., 

Arbitration - A dispute is referred to the Registrar. He 
can appoint an arbitrator to. decide er he can decide it himself 
(so 54). In the latter case his decisien is subject to. appeal to 
Gevernment (s. 640). 
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Winding up and Cancellation-The Registrar has dis
cretion subject to a right of appeal to Government (s. 64) to order 
the winding up of a society and to appoint a liquidator (s. 47). 
The liquidator is to exercise the powers mentioned in s. 50 of the 
Act with the sanction of the Registrar (s. 50). As regards cancel
lation, s. 50A gives some power to the Registrar. Undel' that 
section on the application of·a liquidator the Registrar can take 
action when there is misfeasance on the part of the promoters, 
or the committee members of a co-operative society which has 
gone into liquidation. This s. 50 is, however, an adaptation of a 
similar section (s. 235) in the Indian Corqpanies Act, 1913. This 
is, however, subject to appeal to Government. See notes to s. 64. 

Other powers of the Registrar- The Registrar has power Y 

to classify societies when formed [so 3 (d)]. He decides questions 
arising under ss. 5 and 7. He approves of the change of name 
of a society (s. 14), and is empowered to allow amalgamations of 
them (s. 15). He sanctions the amendments of by-laws (s. 16) 
and holds an inquiry into the constitution, working and finan
cial condition of a society (s. 4·3) and orders inspection of books 
of account of a society ts. 44). He directs payment· of costs of 
an enquiry and recovery thereof (ss. 45, 46). He has power to 
hear appeals against arbitrator's award (s. 56). The Registrar 
controls the power of a society to make loans to, and receive 
deposits from non-member: ct. ss. 34 and 35 of the Act of 1925. 
He has a voice in the investment of funds: ct. s. 37 (d) of the 
Bombay Co-operative Societies Act of 1925 . 

. Inspection involves an inquiry into the financial status of a 
8ociety. This is obviously within the rights of the financing central 
banks. In fact, it must be placed amongst the banks' responsibili
ties. 

Supervision involves constant administration, ~ssistance in 
routine work, advice on financial matters, and general guidance, 
both from the business and the co-operstive aspects. Unions form
ed and controlled by the -societies themselves provide the ideal 
organisations for this purpose. The Townsend Committee of Madras v' 

(1927-28) recommended that normal sUPllrvision should be left to 
the unions assisted by federations and .supplemental and residuary 
supervisory control to the Registrar's administrative inspectoratl!' 
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The Royal Commission on Agriculture in India in their Report 

in 1928 said :-
.. Such supervision is only called for until societies are ahle to dispense with 

it and the fact that, where societies are classified, the highest class is reserved 
for them which require no 8upervision, serves as an effective reminder of this. 
But it must be rememhered that Bupervision hy an authority outside the 80-
ciety is equally detrimental to the growth of a proper spirit of self-help whe
therit is performed hy a paid official or an honorary worker. The ideal aim
ed at in some provinces has been to organise a supervising agency from within 
by federating primary societies into special unions. In some provinces super
vision is largely undertaken by provincial unions which maintain paid staffs 
for whose education, training and efficiency they are responsible. . .. Attempt 
to devolve the work of supervision on central banks has p!oved a failure and 
we consider it desirable that finance and supervision should be under separate 
control. Financial perfection is not the main object of co-operative effort 
and the work of village societies cannot be judged solely by their relations 
with their financing agencies In certain areas, inspectors are sent out by 
the provincial or central banks to examine the working of primary societies 
and it is not intended to discredit this prsctice. The duties of these inspectors 
should be clearly defined and they should be strictly confined to them; their 
training and education should be such as to fit them lor the. efficient discharge 
of those duties and should not be of a lower standard than is demanded 
:from officialtl." See 1'1'. 456-57 if the Reprwt. 

The Supervising Unions in the Bombay Presidency serve 
'as a connecting link between the Agricultural Primary Societies 
on the one hand and the District or Provincial Central Bank, (as 
the case may be) and the Bombay Central Co-()perative Institute 
on the other. The .objects of these are to control and assist the 
'agricultural resource societies within their area; secondly, to 
conduct an educative propaganda; thirdly, to organise wherever 
necessary seed, manure and similar societies and to purchase such 
resources for societies on indent and for cash payment whon requir
ed; fourthly, to develop the agricultural co-operative movement 
generally within their area. 

The Co-()perative Societies Act of 1912 and the Bombay and 
Burma Acts all agree that a creditor has the right to insist upon 
an inspection but that it shall be carried out by some one cc autho
rised by the Registrar." This provision should be strictly observed 
through the selection and authori.sation of a person qualified to 
carry out the duty. 

The powers of superintendence, guidance and control 
Ihould be given to the Registar.-The Registrar is not merely 
a registering officer. Generally speaking, the Registrar exercises 



Sec .• j Bombay Act vii of 192~ 

oversocieties the power of a Court over Companies under the Indian 
Companies Act, 1913. As has been stated elsewhere he is expected 
to provide supervision, assistance, counsel and control. lt is this 
control, etc., which has enabled the movement to create the outside 
cl)nfidence which is necessary to.giveit stability. S. 4, therefore, 
may be amended with advantage so as definhely to empower the 
Registrar to exercise general powers of superintendence, guidance 
and control in respect of the co-operative movement within his 
jurisdiction. 

Assi.tant Regiatrars and the peputy Registrar. 

Assistant Registrars.-'fhe Fourth Conference of Registrars 
in 1909 brought to the notice of Government the necessity of 
Assistants to the Registrar which has since been recognised in 
almost every provi~ce. It was urged that it would afford great 
relief to the Registrar if part of his duties could be delegated to 
these officers. The particular powers of the Registrar with 
which they are to be invested should be left to the discretion of 
local Goyernment. The Committee on Co-operation (1915) ex
pressed the following views on the requirements of the controlling 
staff including the Assistant Registrars: 

.. It is vcry advisable that all officers on the cOlltrolling staff should be 
capable of thoroughly m'l.Sterinll and digesting the standard books and periodi
cals on co.operation without relying on second hand information with regard 
to European conditiolls and we would lay stress on the necessity .of a more 
thorough study by the controlling staff of the theory aud practice of c)·opera· 
tion in aU parts of the world than has been common heretofore. There ar~ 
80 many cases ill which the controlling staff have to decide ou the course 
most consistent with co-operative principles that it ill most desirable that 
they should all be steeped in the literature of the subject, aud ~hould even 
if possible have gained pome personal experience of it in ~!lrop(l " 

Powers of Assistant Registrars.-The Gove.rnment of Bom~ 
bay has conferred on Assistant Registrars of co-operative societies 
all the powers of a Registrar under the said Act with the e~cep" 
tion of powers conferred by the following provisions of the said 
Act, namely, sections 10, 14, 15, 16,47,48,49,50, 50-A, 51, 52, 
53, 63 (3), 70-See. Resolutirm No. lWJ/28 daleel 28-11-28. 
The Assistant Registrars are responsible for the control of all staff 
within their charge and are answerable for their industry and 
good conduct. There are six Assistant Registrars and one Deputy 
HAgistral' who has charge. of the whole of Sind. The charges pel<,l 

5 
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by Assistant Registrars are as per G. R. R. D. No. 6768/24, dated 
9th July 1928 as follows: 

(1) Bombay Division .. . 
(2) Belgaum Division .. . 
(3) Central Division 
(I) Khandesh Division .. . 
(5) Northern Division .. . 
(6) Southern Division .. . 

Bombay City, Thana and Nasik. 
Belgaum, Satara, Ratnagiri and Kolaba. 
Poona, Sbolapur and Nagar. 
East and West Khandesh Districts 
The whole of Gujarat. 
Dharwar, Bijapur and Kanara. 

The Deputy R"gistrar in Sind is granted the following powers in addition 
to those deJegated to Assistant Registrars: Section lO.-Power to register 
agricultural credit societies with the model set of by-laws without any 
changes. The borrowing limita under model by.laws 3 and 41 should not 
exceed Rs. !lOOO and 500 respectively. 

The extensive powers given to the Registrar are 
objected to by some on the ground that in the new Act of 1925 
the intention of Government, as expressed in the beginning in 
1903, has not been carried out. It was then asserted as follows:-

.. The people must be in the main left to work out their own salvation ou 
their uwn lines, the function of the Government being confined to hearty sym· 
pathy, assistance and advice alJd that the regulative interference of the Gov 
ernment should be limited strictly upon the spontaneous growth of societies 
unhampered." Further on ill 1912 in moving the adoption of the second 
Act Government observed that it was of the utmost importance to the 
healthy and successful development of the movement that Government 
interference and help should be reduced to a minimum and ~hat mere 
mechanical inspection and control would destroy and not build up the co· 
operative spirit. 

The Townsend Committee of Madras (1927 -28) however said: "We 
agree that the ideal to be aimed at is for Government, subject to 
the due execution of their statutory duties (of which they cannot 
divest themselves) to permit the control of the co-operative move
ment to devolve on non-officials. But the time for putting the 
ideal completely into practice has not yet come. A withdrawal 
from supervision on the part of Government took place in 1925-
26, before adequate provision has been made for non-official 
agencies to take over the work. This has, we consider, been 
responsible for much of the confusion which exists at present in 
the movement. " - T'. 69, Rpj)(yr/ nf th~ Town.'lenri Committe(' (if 
Madras. 

5. Subject to the provisions hereinafter contained, 
Societies a ~ociety which has as its object the PJ'OIllO-

which may tion of the economic interests of its members, 
be registered. 

in accordance with co.operath-e principles, 
or a society established with the object of facilitating 
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the operations of such a society, may be registered 
under this Act with or without limited liability: 

Provided that, unless Government by general or 
special order otherwise directs- . 

(1) the liability of a society of which a memher is a 
!!ociety shall be limited: 

(2) the liability of a society of which the primary 
object is the creation of funds to he lent to its members 
and of which the majority of the members are agricul
turists and of which no member is a registered society, 
shall be unlimited and the members of such a society 
shall, on its liquidation, be jointly and severally liable 
for and in respect of all ohligations of such a society: 

Provided further that when the question whether the 
liability of a society is limited or unlimited has onc~ 
been decided hy the Registrar at the time of registra. 
tion his decision shall he final. 

Commen,tary. 
Old law.-S. 4 of the Co·operative Societies Act, 1912, is repro. 

duced with some additions (see appendix B). 
Note.-The word • registered I occurring in .. and of which no member is a 

registered society" in c1. (2) of the proviso to this section appears to be re
dundant in view of the fact that a • society' is defined as • a society register
ed under the Act' in s. 3 (e) of this Act. 

The objects correspond to the Memorandum of Association of 
a Company. Rule 4 states that every society must make by-laws re
garding the object of the society. A society is bound by its objects 
and it cannot legally incur any obligations not directly connected 
with the furtherance of these objects. It is; therefore, of importance 
that the objects for which a society is being formed should be clear
ly. definitely and exhaustively set forth in the by-laws because 
these 'have to be approved by the Registrar before registration can 
be effected (s. 10). Any act which is beyond the objects specified 
in the by-laws is ultra 'cires and void and if performed by the 
committee or any other members and if thereby any loss is 
incurred the official responsible is personally liable. Among the 
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objects aimed at, the following are the most important :-(1) The 
supply of capital for productive purposes; (2) Education in the 
true uses of credit; (3) Combination to secure the fullest advan
tages in a world of competition; (4) The elimination of middle
man's profits. These may be explained thus:-

(I) Supply of capital for productive purposes.-Model by-laws of credit 
societies (unlimited) lay down the objects of the society to be the creation 
of funds by meaus specified in the by-laws, to be lent ouh to its members 
at the lowest rate consistent with a fair profit. In the case of credit societies 
with limited lia.bility the model by-laws state the objects of the society to be 
(1) to encourage thrift and co·opera.tion among its members; (2) to create 
funds by means specified in the by-laws to be lent out to members of tbe 
society at a moderate rate of interest; ~nd (3) to do general banking busincsa. 

(2) Education in the true uses of credit.~" The initial evil that co
opera.tion has to meet in India is not so much debt as credit" says Mr. 
Darling in • The Punjab Peasant in Prosperity and De!:lt.' He goes 011 to say: 
.. The acquisition of proprietary rights, the inflated value of land. and the 
general prosperity of the country made credit dangerousiy easy. Xow, as a 
servant. credit can turn sand into gold. but as a master. it will turn gold 
into sand. The magic of co-operation lies in the fact that it Bubstitutes for 
the money· lender's demoralizinq system an organization under which credit 
is controlled and debt restricted. The money.lender, provided credit is 
good. rarely enquires the purpose of a loan, and as he is dealing with a care. 
less. improvident class is obliged to guard agaiWlt loss by a high rate of 
iuterest. On the other hand. the village credit society will only advance 
money if it is satisfied that it is either for a necessary or for a productive 
purpose; and it can afford w charge a much lower rate of interest, as the risk 
of lOBI is much less when loans are not indiscriminately given; a defaulter, 
too. can be bubjected to the pressure of neighbours who will be losers if he does 
not repay. Another and the most importsnt difference between the two systems 
is that the money·lt?nder considering his own advantage atone, is far from 
straight in bis dealings autl invariably charges compound inti-rest, This 
imposes a heavy burden .:m the dtlbtor. It ia not surprising, therefore, that 
as soon as a man joins a society he finds himself able to start reducing his 
debt. In this connection, however, it must be remembered that it is not tho 
object of co.operation to reduce debt 80 much 8S to replace unproductive 
debt by productive, and to provide the cultivator with a sound, well· 
ooutroUed system of credit which will be as inimical to waste as it should 
be favourable to development;'-See PJl. 272-73 rf tlte Punjab Pea.~(JIlt ill 
Prosperity ami DC'lit (1(l28 Ed.). 

(3) Combination to Ie cure the fullest advantagea in • world of competi. 
tion.-Co-operatiou is a method of doing business by poor peo!!}" voluntarily 
uuited to S8Cur/) fair dealing, fair opportunity; freedom to choose their own 
lives aud emancipat'j:m from the capitalist. .. The importance of organisa
tion in rei atiqu to development cannot be too strongly emphasized" said 
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Mr. Darliog. He continued, .. Iu Iodia the forces of nature, religion and 
custom are too strong for lhe individll8l to combat alone. With her three 
scourges of drought, disease and flood nature in the East is more like an 
avenging deity than the kindly if fickle goddess familiar to the West. 
&<'ligion and custom are only less powerful, and their dictates have the sanc
tion of too maoy centuries of practice for the illiterate cultivator to thiok 
r:f challenging them unaided." 

(4) The elimination of middleman'. profit •. -The agriculturist is not a 
trader. He sinks hi, cntire capital in bis cnltivation and waits for his crop 
to recoup his capital so that he may pay his relit and his SaTwko,' and meet 
the costs of all the necesuries of. his life. He is, therefore, anxious to sell his 
crop as 800n 88 it is ready. In fact he often takes an advance even when his 
crop is still standing, contracting to give the produce at ridiculously low 
lates to his creditor. Even a substantin.l cultivator who c,n afford to hold 
Ull the u:J!k of his produce must seII part of the Ilew crop to enable bim to 
meet his ordinary expenses. The result is that the middleman who forms 
the link between the grower and cOllsumer absorbs a large amount of profits 
at the oost of both. The grower gets the l~ast and the consumer pays the 
most. Again a cultivator ha.s to pay t.he most when be is a cOllsumer of 
these very articles later on in addition to what he must pay on Buch artioles 
as he does not produce, e.g, salt cloth, snga!, kerosene oil, etc. He gets 
them retailed through a number of middlemen and they naturally charge for 
the service done. It is here that co-operation can come in to relieve him 
from this two· fold loss ac:d the best form of co-operative organisation that 
i~ suited for this purpORe is the Purchase and Sale society. The methods and 
profits of middlemen and brokers are well-known, and have been often 
described; it is prob.lbly iu these transactions that the ryot is most seriously 
fleeced, and that he ca'l be most profitably aided; village banks or associa
tions mayadvanc) money or grain and thus obviate the need for advances 
from the broker, or they may receive tho produce of their members and place 
it at advantageous tbrms upon the market. The provision of numerous 
weekly markets is al~o a most important means of assistance, fur the ryo' 
very soon learns both the true market rat'ls aDd the value to bim of the 
competition of the market for his produce:-R~pol·t regarding the p088ibility 
nf introd/lcin!f La,," awl AJricult'J.al Ba"kd j" ,J[adras Pr'Bi,/,ency b!l Mr. 
Nicho18on (IS!!;;). The aim of (locieties for production and for production 
combined with Salll i~ primarily to get rid. of the middleman whose intsr_ 
ference in the transaction, accounts for the small price often realised by 
'the villager for his produce. A common distinction which occurs in tables of 
prices in IDdia is that between the OO2,lr price and the village price Dy the 
bazar price is meant the rate at which the professional grain dealer is prepar~ 
ed to sell to exporters or large dealers. By the village pdce is meant the 
price which the eultivatl'!' actuallY gets for his produce. 'There is a large 
difference between the two, sometimes amounting to twenty-five per cent. 
and over. The difference is supposed to represent the . mid~leman's charge 
for storago, finding a purchaser for the ,ummodity, and- for tr~n8port. Such 
cha~ges are legitimllte in themselves, but in transactiol1 between a producer 
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of small mea.n~ and a middleman to whom ha is often deeply in debt il.ese 
legitimate cha.rges cau be easily employed to exact as much from the pro
ducer as pOI-sible. It is impossible for the wholesale dealer to deal directly 
with the cultivator, because in the first placa the wholesale dealer cannot 
afford to buy iu small quantities, and in the second place what he requires 
generally is not a commodity, say wheat, as such, but a particular class of 
that cO!Ilmodity for which it is m(lre convenient to deal with a professional 
trader. The problem, therefore, is not to remove the middleman but to replace 
him by an organisatbn of the cultivators themselves who will carry out the 
dnties of middlemen on more reasonable terms. I See also notes under the 
head: 'Elimination of the middleman and pr()test against exploitation.' 
at p. 6). 

Economic interests include thrift and self·help as stated in 
the preamble. The object of a society must be the promotion 
of the economic interest of the people who form themselves into a 
society. Now, economic interests are not defined in the Act, but 
the preamble suggests the idea of bringing about better living, 
better business and better methods of production by means of 
thrift and self-help. 'Economics,' says Professor Marshall in the 
opening words of his "Principles' 'is a study of mankind in the 
ordinary business of life and co·operation is one way of conduct
ing certain parts of this business.' Being not only concerned 
with business but actually one way of conducting business, co
operation has a range of potential activity that is as wide as the 
business of life itself. "-Co-(>peralinn at Home and Abroad oU 
C. R. Fuy (1925) 8rd Edition. Co-operation is a means where
by the prosperity of the mass of the people can be improved. 
But before the general prosperity can be raised, causes of the 
present low standard must be discovered and for every cause 
there must be fonnd a remedy. 

(a) How to increase the wealth of the people-To 
increase production and to decrease consumption; these are the 
two ways by which the wealth of the people can be increased; in 
other words, if wealth is to increase production must exceed 
consumption. 'rhis can be achieved by one or more of the 
following methods: 

(a) Production can be increased b, (1) Scientific methods (:?) improved 
implements (3) better seed (4) new crops, eto. 

ll) Scientific methods in the case of Indian agriculture would be rota
tion of orops, the more effioient aud economical way of carrying out the 
method of tillage, eoonomical methods of transplanting paddy seedlings. 
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drill·sowing of cotton and other crops and intercultivation with bullock 
power and 80 on. 

(2/ Improved implements.-The adoption of an improved plough suitable 
for the local conditions. cane crushing mills, implements of waterlifts and 
buckets, seed drills which will enable the cultivators to take the fullest 
advantage of the first fall of rain, strong and cheap threshing and winnowing 
machines. To this may be added the improved type of the indispensable 
country cart. 

(3) Better seed.-Pure seed of high germinating power alld of proved 
value can be distributed through the agency of co-operative association&. 
Selectiou and the use of improved varieties of cotton, tobacco and the millet 
is very important. The cultivator is only too ready to take to au improved 
variety of crops of the E'xtra-finaucial return of which he has been convinced. 

(4) New crops.-Scienti6c agriculture has made it possible the successful 
introduction of crops which are entirely new to India or new to any particular 
part of it. That the introduction of new .crops offers abundant possibilities 
has been amply demonRtrated not only by experience in the lJ nited States of 
America aud Australia, in which country there is no paying crop which is 
indigenous to the soil, but also by experience in India itself- Cambodia 
cotton now grown in Madras, the cultivation of dates in Puniab, the spread 
of ground-nuts to parts of Bombay, to Bundelkhand, Orissa, Sind, the 
Central Provinces and the dry zone of Burma is perhaps the best example 
in recent years of the extension to llew parts of India of a crop already 
grown in other parts of the country, but other examples are to be found in 
the cultivation of potatoes in the Punjab and Assam and of oil-seeds in Sind· 

(b) Teaching the producers to produce wealth in the hours during 
which they are at present idle.-The most striking feature about typical 
Indian agriculture is the amount of leisure it allows. Owing to climatic 
conditions and the prevailing system of tillage, agriculture does not offer 
employment for the whole of the year except in tracts where irrigatiou is 
available. For a very large number of cultivators there is no work on the 
fields for at least two to four months, the duration of enforced idleness 
varying according to local conditions and the size of the holdings. .. In no 
agricultural country that I know of are so many people to be seen stalking 
idly aaout during the hours of labour as in India. The streets and court 
houses and yards are full of idlers. The roads are never empty and the railway 
stations and the railway carriages are crammed with people. Entering tlJe 
.... illage at any hour of the day you are I\urrounded by idlers .. said Mr. James 
Caird in his Report on Condition of India, in 1880. Mr. Caird has, however, 
attributed this to an absence of other occupation than agriculture and :to all 
uncertain character of land tenure in some parts of the country. In the 
existing conditions of agriculture in this country one of the ways to improve 
the economic condition of the rural population is to open new industrial 
avenues and to provide supplemetary occupations. India cannot continue 
to depend on Boariculture alone for maintaining the bulk of the people on a 
decent stan·lard of living. She must build up industries which may give 
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employment to the surplus and partly employed population. This does not 
necessarily imply the remonl of a large section of the agricultural popula
tion from the bnd. The problem, however, is two-fold. (1) There should be 
secoudary suitahle occupations which the agriculturist can take up during 
the spare time at his disposal without having to give up cultivation, and 
(2) there should be industriel! in which a portion of the population that 
cannot be supported by agriculture may find employment. So far as the 
cultivator is concerned, if he requires more money the best occupation for his 
spare time is more intensive cultivation aud the next best is the suitable 
spare time occupation. The methods of bringing within the cultivator's 
reach industrial opportunity to fill up his spare time must vary according to 
local circulDl!tances, Apart from employment in factories situatEd in its 
neighbourhood the rural population can employ its spll-re time in certain 
village and domestic induMtries, 

Cotton .pinning by haud is a suitable part time Occup!ltion for members 
of cultivators' families especially women. This is particularly true of 
tracts where conditions arc favourable with regard to the supply of cotton 
and the disposal of yarn. 

The HandloolD Industry of India is still of great importance in the 
national ec >Domy and has upto the present shown remarkable "itaJity ill 
the face of competition wHh factory products_ Handloom weaving is the 
most important cottage industry of the Bombay Presidency. 

Dair,ing is essolltblly an occupation allied to agricnlturc and increases 
the agriculturists' annual illcome. The demand for milk and milk products 
is always large and grows larger with increase io population and rise in the 
.tandard of lite. 

The pottery industry meets the 10Jai demand for common utensils at 
moderate prices. 

Rope lDaking was quite universal in the past and it may be revived 
with the introduction of rope-making machinery of simple type. 

Sericulture affords a valuable industry quite suitable as a spare time 
occupation. To the cultivator it :1fl'ord~ additional income with compara
tively sma:! expenditure of time and labour on the crop which feec~ 
the worm. 
Poultry EarlDing-Poultry is quicker in yield and less costly in mainten'lnce 

than cattle. It also yields rich msnure very valnable for fruit trees. It is 
said that America produces by poultry more wealth than by even wheat. 
In 1922 the poultry products amounted to over 400 million pounds sterling, 
exceeding the value of her wheat. The wealth of the farmers of Denmark 
is built as much by poultry as by dairy. England alone purcbases eggs 
worth six million pounds sterling and but.tt'r worth 24 million sterling. 
annually from foreign couutries, much of which comes from D('nmark 
Among Eastern countries, China leads t.he way in this industry. 
Her export trade to Great Britain in 1924 amounted to two and balf 
millions of eggs, dried and liquid, alld she is exporting to many other 
countries besides. Those villoges in China which are not in 1& position to 
export fresh eggs, dry them into powder for export. In vie\v of these facts 
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it is worth giving attention as a subsidiary industry to the people of the 
yilla!l6S. One special advantage of this industry is tbat it is capable of 
yielding income at small intervals. (Ran Baluvlur S. S. TalmaU's not~ on 
Semndary oecllpatitml for /J9f'i('ulturi.fs. ) 

The cultivatiOD of lac is a village industry affording additional income to 
the poorer classes. 

Fruit FarmiDg is another iudustry to be considered as a subsidiary 
occnpation. Extension of fruit culti vation may also afford scope, in course 
of time for many side industri6s, 'such as canning, cnring or drying fruit, 
presery88, jams. pickles, powders, etc. Though cultivation of certain varieties 
of fruit depends npon a good supply of water and marketing facilities 
there are other varieties not much dependent on rain and, are, therefore, 
fitted to famine areas; their growth deserves encouragement, 80 that if rain 
crops fail, the farmer may yet have some crop of fruits. 

Varetahle crowiDg.-Market gardtming is bound up with the question of 
an ample supply of water and mannre ana the facility for sale. Apart 
from this, every farmer shonld be encouraged to grow vegetables, not 80 

much for marketing, unless there are special facilities thereof, as for con
sumption in his own home. The small quantity required for this purpose 
could be easily grown by him even with t1je help of kitchen water and 
hath water in a small bit of garden attached to his cottage. 

Apiculture or bee-farming is another important industry which, though 
hardly known in our country, is very extensively practised by farmers in 
other conntries. In the United States bee·keeping aided by scientific 
appliances is carried on on a very extensive scale. The demand for honey as 
au article of food has increased so enormously in that country in recent 
years tbat it is found that the country, consumes every year 
honsy wort.h about 8 to 10 million dollars. In Germany also, tbe 
industry is very extensively and systematically practised and it is estimated 
that the annual earnings of the German farmers frc.m apiculture are not 
less than 35 million gold marks, which is greater than the total earnings of 
the country from deep sea and coastal fishing put together. 

Its chief advantages are that, it requires little labour and very little 
space and entails a very small initial expenditure. Bees help the fertili-
1IIItion of frnit increasing thereby its quality and quantity. With the aid of 
bees fruit trees in America ale made to yield nearly fourfold the usual 
crop. Efforts must, therefore, be made to introduce this industry in locali
ties wbere bee-forage is ample. 

Among the other small industries carried OD OD a small organised factory 
basis or by individual artisans may be mentioned the manufacture of gold 
and silver thread and the brass and copper vessel industry. There are, 
besides, many occupations to which the a.,"1'iculturists' surplus time caD be 
profitably devoted in the different districts of the Bombay Presidency and 
Sind. The Director of IDdustries mentions the following IllI BOme of the 
llpare-time occupations according to different districts in this Presidency. 

G 
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Wool-spinning, wool-weaving, knitting, dyeing, carpentry, wood-turning, 
smithy, preparing wire cages for trapping rats, making cooking utensil, 
soap-making, preparing paper pulp for toys, snuff· making, preparing toys 
of wood and. clay. cane work, bamboo matting, bamboo basket-making, 
making bid,s. manufacture of dal, flour grinding, preparing dry ginger and 
dry turmeric, making umbrellas and fans from reeds, coal burning, etc .. 

Increasing the number of producers by reducing the 
""number of those who at present add nothing to the 

wealth of country, e. g., reducing the number of unnecessary 
middlemen, distributers, etc. 

Marketins: is the sole business of the distributer whereas. from the point 
of view of the cultivator, whose day to day concern is with production it is 
apt to be regarded as subsidiary to production. 

There are various services of marketing and distribution performed each 
by a sepa1'ate intermediary which under a proper system might well be 
rendered by a single intermediary. Further on organisations of producers 
for the sale of goods are the most effective means of eliminating middlemen. 
By the elimination of unnecessary middlemen the profits which previously 
went to them, become available for division between the agriculturist, the 
merchaut and the ultimate consumer. The removal of such agents as are 
merely parasitic means more rapid busiuess, a quickerturn.over and 2. better 
understanding between the whole purchaser and the producer of the_crop. 

Conditions prevailing at present in India.-Trade is no longer merely 
local; it has become inter· provincial, and international. Improvements 
in the methods of transport and the means of communication by the intro
duction of the railways, steam ships and the telegraphs have revolutionised 
trade so much that the self-sufficiency of the village has given place to a 
world-wide e(oonomy and food crops to money crops. The agriculturist in 
India, though very conservative, has not escaped the transformation thus 
wronght in agriculture and has begun in an inoreasing measure to grow 
crops not merely for subsistence but for market abroad. Prices of agri
cultural produce are now affected by wider factors and the a.,ariculturist 
in this country is ill fitted by his ignorance to sell in the dearest market 
and to make a reasonable amount of profit from his occupation. He is 
thus very adversely affected by this change iu the character of crops and 
the world-wide fluctuations in prices. The organised and educated middle
men who control today the marketing of agricultural produce are much 
better fitted by their knowledge of markets and their control of capital, so 
that in spite of competition they thrive very well indeed. 

As stated above, under this wasteful system of distribution the full advan
tage of growing money crops is denied to the agriculturist. While the con
!lumers might usefully try to bridge the gulf by building up co-operative 
organisations from their end of the chain. it is essential for the 8uccess of 
agriculture that the agriculturist too should build up his organisation 
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from his end for the more attractive marketing of his produce. The unne
cesury multiplicity of middlemen is as obnoxious to agriculturist as to 
the consumer and it is the co.operative system only that will enable bim to 
fight his battle with some chance of success. It is true that tbe middlemen 
are better organised and educated and may not easily surrender to tbe co
operative organisations trying to eliminate tbem. Instances are not wanting 
even in this Presidency where difficulties are thrown in the way of co·opera· . 
tive Sale Societies by the organisations of middlemen; but experience has 
shown that co.operation in this as in other directions succeeds and wben • 
properly developed defies all attempts to snub or strangle it. Countries like 
United States of America and Denmark have made notable progress in 
co-operative marketing and there is no reason why attempts on similar lines 
should not be made in this country. (See also notes under the hoad 
"Elimination of the middleman and protest against exploitation, "at p. 6 ). 

A frequent misapprehension concerning the objects of co.operation is 
that they consist in the elimination of the middleman. a view which is fairly 
held by many people. It would be nearer the truth to say that co,opbration 
aims at carrying out the middleman's functions more efficiently either by 
reducing the number of agents if redundant, and preventing undue profits or 
by taking over the middleman's work and performing it through employed 
agents of the farmers iu the latter's interest. In the present state of market
ing, middlemen are indispensable, and even under 'an improved system, it 
may not be possible or desirable to do away witll them altogether. In the 
economic organisation of the modern world the middleman fulfils certain 
functions. They are useful inasmuch as they render qnick disposill of produce 
in small or big lots possible, take risks, arrange for manufacturing processes 
necessary for marketing, such as ginning of cotton, curing (;f tobacco, de. 
cortication of ground.nut, and hulliug of .paddy, and supply .or secure 
finance 88 and when necessary. 

There are, however, tlVO principal defects of· the system, namely, that 
their number is often larger than necessary and that they are not controlled 
by anyt.hing but their own interests. When the number of middlemen bet· 
ween the producer and the consumer is large, the interests of either or both 
must suffer, 8S such intervening agency bas to be paid its price. There is 
also another drawback. In most of the marketing centres, the number of 
middlemen has increased to such an extent that as a result, some of tbe 
unscrupulousamon'gst them have been forclld to resort to certain malprac· 
tices in order to ma'ke out a livelihood. When the same middleman acts 
for both the polrchaset'and the seller, he is apt to look more to the interests 
of the former than to that of the latter, as it is from the buyer tbat he gets 
mnch larger business tban from an individual agriculturist. Even when a 
direct or indirect check is exercised on the operations of the middleman, it 
proceeds from the big distrihuters, exporters 'or consumers. Being un· 
organised and, therefore, the weakest link in the chain, the producers cannot 
bring any restraining influence to bellor on them. Malpractices are not con· 
fined only to the small middlemen lower down in tha scale. The bigger 
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middlemen are also not free from blame. Producers' organisationll will check 
such malpractices and will benefit not only the growers but also the ex
porters as they will be able to arrange for the supply of produce in sufficient 
quantity, of definite quality and at the stated time. Such organisations will 
also be useful in counteracting the attempt on the part of speculators artifi
cially to depress prices or at least in setting a limit to their desire for un
duly large profits. Pooling together of the produce of agriculture for the 
purpose of offering only lots of a given quantity and quality, and for spread
ing sales over the whole Ileason with a view to obtaining the best average 
prices, can be well arranged through Co-operative Societies. 

Decreasing general source sof waste, such as needlessly 
high prices of commodities, excessive cattle mortality, preventible 
sickness and inefficiency of the wOI'kers, low standard of labour, 
etc. The importance of well-organised markets lies not only in 
the function they fulfil, but in their reaction upon production. 
Well regulated markets create in the mind of the cultivator a 
feeling of confidence and of receiving fair play and this is tile 
mood in which he is most ready to accept new ideas and to strive 
to improve his agricultural pnctice. 

Cattle probleaa.-In none of the noted stock rearing countries like the 
Argentine. AUlltralia or the United States of America are cattle of more 
importance to the home population than they are in India. In most 'parts 
of the world they are valued for food and milk; in India their primary pnr
pose is draught for the plough or the cart. To more than half of the popula
tion of India, the slaughter of the cow is prohibited and this ontstanding fact 
governs the whole problem of the importance of cattle in the country. It 
is necessary to recognise the obligation nnder which the country stands to 
the cow and to her offspring, the trullty ox. Without the ox, no cultivation 
would be possible; without the ox no produce could be transported. Now 
epidemic diseases cause Ilreat direct injury to the cultivator through the death 
of his cattle and also entail ext.ensive indirect losses through the illness of 
his working or milking stock. There al'e also often indirect losses from the 
imperfeet cultivation Ilf crops when working animals are striken by disease. 
It has been found that there is extensi,ve borrowing for cattle purchase which 
in its turn is mainly due to losses cau!led by disea~e. Co.operative societies 
provide a relatively small amount of finance required by the cultivators. 
The more usual source is still the money-lender and there can be little doubt 
that cattle disease often compels resort to him. The loss of a pair of bullocks 
at a critical stage of cultivation and the partial failure of a single crop in 
consequence, may place a cultivator wholly ill the power of the money·lender 
and ultimately involve him in ruin. Co·operative cattle insurance societies 
may afford a solution to the problem but at the same time it should be 
remembered that such societies proved a failure in other provinces. In the 
absence of scientific investigation it is advisable to proceed rather cautiously 
iQ the matter of embarking upon fresh Ichemee in that direction. 
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Public ""alth.-The close relationship between agriculture and public 
health is obvious and the two react upon each other to a remarkable degree. 

Economic wastage due to disease cannot be over exaggerated. Malaria 
Ilays thousands and lowers the economic efficiency of hundreds of thousandH; 
plague and cholera sweep the couutry from time to time; hookworm disease, 
and diseaBes arising from diet deficiency insidiously reduce the labour power 
of the working classes. The All India Conference of Medical Research 
Workers in 1926 was of opinion that the greatest cause of poverty and finan. 
cial stringency in India is loss of efficiency resulting from preventible 
dise88eB. The conference was absolutely sure that the wastage of life and 
efficiency which result'! from preventible diseases costs India several 
hundreds of crores of rupees each year. The conference held that the average 
lIumberof deaths resultiug every year frompreveutible diseases is about 
five to six millious, that the average number of days lost to labour by each 
person iu India from preventible diseases, is not less than a fortnight to 
three weeks in each year, that tl:e perceutage loss of efficiency for an average 
perlou in India from preventible malnutrition disease and is no~ less than 
twenty per cent. and that the percentage of inCants born in India who reach a 
wage·earning age is about 50, whereas it is quite possible to raise this per· 
centage to 80 or 90. 

Primary education for peasants and workers.-Ip no profession is the 
fortune of the individual worker, however, humble his lot, more dependant 
upon his own skill aud judgment, and in none is the posRession of a sound 
elementary education. and of the balanced and progressive outlook that it 
imparts more likely to prove of commercial advantage than in agriculture. 
Primary education to be a vital factor in rural development must be efficient 
and wide.spread. The rural communities must be made to realise that 110-

~hing hinders their moral and materiai well-beiug so much as delay or 
reloctance in briuging primary education withiu the borders of their villages. 
The moral improvement which flows from an iutelligent application of the 
co-operative priuciples cannot too strongly be emphasised But at the same 
time it has to be remembered that the development and strengthening of 
character, which is one 6f the most valuable. results of that movement, 
cannot proceed far unless it is based on the secure foundation provided by 
au efficient system of primary education. An educational programme for 
India 80 far as the worker is concerned, should have the definite object of 
improving his efficiency so that he may turn out more and better work ana 
get a better return for his labour To carry out the programme it will be 

. necessary to know very clearly what are the defects of the workman, what 
is the kuowledge that he must needs, and how much of this most important 
knowledge cau be imparted to him, and assimilated during the time avail· 
able for his iu@truction. 

Decreaaing special.ourcN of waste, auch a. litigation, scattered fielda, 
damage by insects, etc.-In the matter of rural indebtedness, litigation finds 
mention as one of the chi"f causes of borrowing. Most litigation in India 
is of a very trivial nature and a larger proportion of the cases are not really 
disputed. The Civil Justice Committee in 1925 recommended the develop. 
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ment of village panchallat ~Y3tem. Among the other advantages of village 
courts is the fact that they are close to the residence of the pa.rties. The 
expense of litigation in them is negligible as pleaders are not allowed and 
witnesses have not to be brought from a long distance. There is not the 
same difficulty in seeing tha.t the processes are duly executed and the fact 
that the parties are speaking before their fellow villagers in their own 
village makes for a more easy determination of the trnth. 

An attempt was made in 1879 to meet the problem of unnecessary litiga
tion so far as agricuHurists in the Deccan were concerned by providing for 
conciliation in the Dekkhan Agriculturists' Relief Act. This was made on the 
lines adopted by the courts of judges de paix in France where the syst.em had 
attained great 8uccess~ The idea of conciliation was that the agriculturist 
should have a friend living in the neighbourhood who would be ready to 
mediate between him and his creditor, to get him as favourable terms as he 
would get if he went to court, while saving him the time, trouble and expense 
involved in legal proceedings and to effect a settlement satisfactory to both 
the parties who would thus part as friends. However, that system was 
abolished in 1913 as right stamp of men were not willing to come forward 
to undertake the duties of conciliators while the post was sought by men 
of lower calibre whose motive was self-aggrandisement or self-interest. ( For 
further imformation, see notes to Ch. VI of the D. A. R. Act by the writer. ) 

Village Munsif.-With a view to supp'y a cheap and accessible means of 
obtaining ready justice in petty ca.ses. Village Munsifs are appointed in some 
places in the Deccan to . try suits upto the value of Rs. 2:) under the pro

. visions of Ch, V of the D. A. R. Act of 1879. The qualification of this office 
is not based on -literary attainment but on social status and local influence. 
( See notes to chapter V of the D. A. R. Act by the writer). 
It is admitted by all that litigation has become an abscession and is 

a social evil of first order. It is a curse to this province and a source of great 
economic loss as well as the fi"equent origin of serious crime. It does not 
require a very lively imagination to visualize what the 19000 civil suits, in 
1929 must have cost East Khandesh in hard cash, in neglected farms and in 
distracted minds. ( Report Q/ tl,e Department of Agriculture in the BomT,a!l 
Pre8idencv, 1929-30). Any measure, therefore, such as the establishment of 
arbitration societies which promises to bring about a reduction of litigation 
deserves support. Any way something must be done to facilitate the settle
ment of village disputes by local arbitration at an early date. 

Fragmentation of holdings and sub-division.-Fragmentation refers to the 
manner in which the land held by an individual (or undivided family) is 
scattered throughout the village area in plots separated by land in the posses
sion of others. Fragmentation of holdings is in this province one of the 
mORt important of the factors tending to prevent agricultural improvement. 
There is a commOn 'agreement that its evil effects are so great that Govern
ment should not rest until a remedy has been found. The initiative should 
not be left to the spontaneous action of the right bolders but that the State 
should undertake propaganda work, should explore the whole situation and 
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should also bear the costs in the early stages. Progress may be slow where 
tenures are more complex or qualities of soil more varied but difficulties 
ahould not be allowed to become an excU&e for inactivity. 

B, Sub.divi.ion is meant the distribution of the land of a common an
cestor amongst his successors in interest, usually in accordance with the 
laws of inheritence, but sometililes effected by voluntary transfer amongst 
the living by sale, gift or otberwise. 

III the Punjab canal colony, sub·division has been checked by restrictious 
011 aliellation, aud, in the case of certain grants, by the Iimitatioll of success
lion to a siugle heir. Mr. Keatiuge proposed to deal with the evil of sub
division of halding by giving to right holders of.ecollomic holding, power to 
register it as such in the llame of the right holder ollly. The Collector was 
to decide in each particnlar case what was an economic holding. On registra
tiou as au economic holding the holding became impartible and uot liable to 
further subdivision, and was to be held absolutely and in severalty by the 
oue person entitled for the time being. On a small scale, prohibition of"'" 
partition and of succession by more than a single heir has 'been successful ill 
the case of large laDd-owners whose estates have been declared by special 
Acts .. to be subject to the law of primogeniture;" but such landlords are 
U&ually prominent people, members of well-known families, and evasioll 
by them would at once be brought to light, moreover, in such rich families, 
provision for younger sons is a practicable proposition, a fact which entire. 
ly distinguishes their case from that of the majority. It would thus 
appear that interference with sub· division by restrictions on alienation has 
been practicable and successful; interference with the ordinary laws of in
heritance has not been tried, except in new colonies where special condi
tions can be attached to new grants or in the case of large owners rich 
enongh to provide for the younger branches; interfereqce wita such laws in 
other csses bas been suggested but rejected. Other suggestions for dealing 
with sub·divisions lire the prohibition of partition of a holding below II 
certain size, the compulsory acquisition of petty and uneconomic holdings 
and their distribution to those whose holdings would thereby be made 
"economic, .. and so on. It ha! been suggested that Muhammadans might 
find relief in the Egyptian Ctlstom whereoy, although the land is nominally 
divided amongst the heir~, it is actually left in the hands of one to culti
vate on behalf of the whole number, or may be handed to trustees to manage 
for all. Joint farming of the inheritence without partition has been advocat. 
ed for Hindus. The Belgian custom, whereby one heir, usually the eldest 
son, buys out the rest through the agency of mortgage bonds wonld, if 
adopted, check both sub·division and fragmentation, but it is not likely to 
meet with favour until more occupations alternative to the cultivation of 
land become available. -Report of the R. C. on Agricultllre in India. 

Protection against peats, inlects and diseasea.-Closely bound up with the 
Bubject of crop improvement is that of crop protection. The Indian agri- ./ 
culturist is protected against the importation of pe~ts and diseases from out
side the country by an All India Act, the Destructive Insects and Pests Act, 
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II of 1914. The problem of internal protection falls under three main heads. 
These are protection against pests and diseases, protection against deteriora
tion of a superior variety which results from the mixing of seed and protection 
against wild animals, and vermin. There are two methods of dealing with the 
problem of protection against pests and diseases. The first is purely agricul
tural measure.s such as taking the help of 8ntamologists and mycologists, the 
evco\ution of varieties which are resistent to diseale and the general impro~e
ment of the surrounding conditions under which crops are grown. In 
respect of cotton, for example, the deterioration resulting from the mixing 
of seed has been so marked as to necessitate l'pecial measures for deliling 

... with. The more flagrant forms of abuse can be checked by legislation such 
as Cotton Transport Act of 1925. Damage done to crops by wild animals 
can be checked by fencing. But it is in most cases beyond the means of the 
small cultivator. eo.operative societies fo! fencing can do useful work in 
this direction. The extent to which pests and diseases can be controlled hy 
attention to the last two of these factors hM been very strikingly illustrated 
in Java where the Research Station AssJciation of the Java Sugar Industry 
hM found that proper methods of cultivation and the introduction of 
immune or highly res:stent varieties of sugar-cane are the most import
ant factors in the control and elimination of pests and diseases. The 
second method of dealing with destructive pests and diseases is by 

,; legislation on the lines of the Madras Agricultural Pests and Diseases Act 
of 1919. 

Substituting a productive for a wasteful tise of the 
faelors of wealth, e.g. turning into productive channels the 
trained intelligence now devoted to law etc. or the money now 
hidden away in hoards. 
The supply of eduCl\tcd men for law courts, for ordinary routine work under 

Government and in business houses far exceeds the demand. So far as 
Bombay is concerned the saturation point was reached sume years ago. The 
seriousness of the problem presented by unoccupied middle class youth in 
this province is shown by the fact that it has been found necessary to 
appoint a committee to examine it and to suggest remedies. In so fa!" as it 
is accentuated by the drift of educated boys from the villages to the towns, 
there to swell tho ranks of the educated unemployed, it can only be remedied 
by the spread of education in rural areas in combination with an improve
ment in the amenities of village life. From the point of view of agricultural 
development the importance of educational institutions which must play in 
educating those who will become the administrators, the technologists and 
the research workers of the future cannot too strongly be emphasised. There 
is an urgent need of installing in rural communities-the ideals of leadership 
and service. It is upon the homes and fields of the cultivators that the 
strength of the country and the foundations of its prosperity must ultimately 
rest. The claims of the rural areas upon the time and interest of the best 
of India's youth cannot too strongly be pressed. They must now apply them
solves to the social and economical problems of country side, alld so to fit 
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themselves to take the lead in the movement for the rural masses. To the 
factors such as the want of training as to how to save and put by the heredi. 
tary instincts and customs of extravagance at weddings aud other ceremouials 
whioh contribute to the absence of thrift among the poor may be added the 
wsnt of a safe place where to keep the savings. When a man is able by hard 
work to save a small sum he knows not where to keep it safe. He generally 
burieR it under the ground where it lies unprodllctive for years, snd he is 
too often robbed by thieves if not by his relatives or dies without being able 
to tell anyone where the hoard is concealed. This capital, however small it 
may be, can be made available for produ!ltive purposes if a safe place is 
provided for its custody such as a Co·operative Society. 

Better Iiving.-Increase in yield by better seed and belter cultivation; 
security of the harvest gained by the expansion of irrigation, immunity from 
losses due to pest .or pestile!lCe; higher prices from improved communica. 
tions of marketing; everything in short which can be advocated for the 
material advancement of the people may not bring lasting benefit to the 
agricultural populatian. "Only prudence, knowledge and the practice of v 
thrift could relieve the people" in these words the Indian Famine Com· 
mission of 1901 concluded their Report. Now so far as the present economic 
oondition of the rural population in this presidency, the Report of the 
Department of Agriculture in the Bombay Presidency for the year 1929·30 
states: "The net earnings of the agriculturist especially in the cotton and 
ground.nut tracts have greatly increased during the last deead\) and a half; 
but lin fortunately much of this wealth, has not gone back into agriculture, 
in the form of land improvements such as embanking, well.making and 
fenciug or in better.fed cattle. ...... There are too many agricultnrists whQ 
have ~pent their increased incomes on unprodllctive objects such as litigation, 
expensive t"tes and amenities. " 

"Expensive tastes are not quite synonymous with" high standard of living': 
Rice has largely replaced ba}1·j i it costs more but is a less nourishing food. 
Recent investigations revealed the factthat more sugar than gul is being 
consumed. Even in very rural villages 50 pllr cent. of the agriculturists have 
taken to drinking tea. These Bame people are depriving themselves of milk 
PrQducts which they turo iuto cash for expenditure on lhese purpORes. The 
net result would seem to be that the people al"e less well-fed at greater cost. 
In Nasik district the dress of the village people in the course of a generation 

. has materially improved both in quality and quantity. The averal(e cultivator, 
30 years ago, did not possess a coat; now it is exceptional to find a, mall 
without one. This may sound a humble wardrobe, but I am comparing 
yesterday with today. " 

"As regards amenities the ryot has become a motorist, through patronising 
on a big scale tbe public buses which iucidentally enable him to atteud the 
oinemas in the country-towns. No one will grudge the ryot the infusion 
of a little relaxation into hill rather drab lire, but he seems in many cascs to 
be Im.iug the virtue of thrift and to be living above his income, .~.The need 7 . 
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fol' a more enligbtened form of rural education is now generally recognised, 
but the nece~sary stimulus seews to be lacking.· " 

The ideal to be aimed at, should be that every individual born in India 
sbould have a reasonable chance of develoviug his capacities to the ut
most in the iuterests of the country as a whole. Now the importallce of 
education in .the economics of daily life has alrfBdy been dealt with. There 
are other means calculat.od to stimulate the desire for better living. 

Village guidance.-Guidance is far more called for in this respect than In 
anything else. It cannot be reasouably expected of a cultivator that he 
sbould unaided take to corporate action and utilise it for the improvement 
of the village Bud its surrouudiugs. H", lacks leadership The village teacher 
and tbe village headman if trained in geuer .. l citizensbip '\Vould be adruir. 
ably qualified to fill this role. Importance must be attached to linkiug the' 
vill'lge with the social life of the towns. 

The problem of eradicating causes of poverty and encouraging everything 
tbat makes for rural welfare may be tackled by the formation of Better 
Living Rocicties on co.operative lines. 

The deprealed clal.el and tbe aboriginal tribe. form a large part of the 
total population as in the Presidency proper, they number about 14,76,(00 
out of about l60.l2.3U persons. A mere touch of the depresp~d classes is 
held to cause p',llution, which the orLhodox Hindus are taught in the Ilame 
of religion to avoid ai sin. The depressed classes are, therefC're. obliged to 
live in a IItate of isolation from the rest of the community. In the social field 
the result of this has been most deplorable. Servility is a note· worthy charac
teristie, the effects of wbich nre worse tban thOloe followiog from isola'ion. 
The overwh .. lminlt characteri~tie which includes botb the isolation and the 
8ervility is that of uutouchabilily. That oue-sixth of the population are in 
a varying degree denied the common intercourse of life, refused permission 
to obtain water from the village well. refused even the meagre facilities avail
a'lle for the education of their children are facts which every impartial 
student of socialli fe ct\!lnot bllt admit aud admitting must deplore. In no field 
of work iu the villages, ther~f()re. have social workers greater opportunity 
foru~efulness tban in raising of the depressed elemeut of the commuuity 
iuto full citizeoship of common life • 
. Aboriginal and Hill Tribea.- ro a certsin extent tbe problem of the Ab. 

ol'igiu"l aud Hill Tribes is not essentially diffllrent from tbat of the 
DepreHsed classes. Irl botb cases the difficulty a~i~es from the fact of isola
tion from the main body of the commu"ity. In the case of 'he Abori~illal 
Trihes the problem, bowever. is due not to the denial of opportunities but to 
geogral'hical difficulties com~ined witb the lack of desire to avail themselves 
of such ot'portuniLies. The seuse of servility which has been noted above 
at one a~pect of the problem of the depressed classes is absent in the Abori
ginal Tribes. Rather they are characterised by a pride of race despising 
the culture of the otber oommllUities Both tbe depressed clas.es and the 
aboriwiual trihes are heavily indebted. Thi~ indebtedness can only be ~l')",ly. 

~ ·Nole • .,-This extrallt is adIJpted with some changes. 
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removed by an inorease in the earning cl\pacity of these classes, and. by .. an 
impJ'Ovement in their social habits. Education may be e:xpected to give 
much 88sistauce in the reduction of importanlle. of cOijtly death ·ceremonies. 
and c~te dinners for marriages and of other evil habits amollg them, It was. 
thererore, Bugllested at the Tenth Conference of ltcghtrars. 1928, that some 
Ipecial graot snould be made to the depressed classes and concession from 
(}..vernmont should be asked for. to ul.lift these peol>le will are without 
education, without land. in deep poverty. superstition aud iguorance. A 
resolutiou to the elftlct that societie, for special purposes not included in the 
functions of the ordinary village sociaty wit.h. if necessary. special assist. 
ance from Government should be formed. was adopted. The Starte 
Committee appointed to enquire into the problems of the Depressed Classes 
and Aboriginal Trihes (19301 have the followinll to add: .. ell-operation is 
of great value in freeing these classes from the grip of the money,lender. 
but at present it is ouly touching the fringe of the population which seems 
to be in great need of it." 

• Society eltabli'shed with the object of facilitating 
the operations'.-" (a) In the first place it (i. e. Act of 1912 ) 
recognizes the societies known as unions or central banking 
unions which are entirely composed of other societies~ Joint 
societies of this character must. under the first proviso to section 
4. be ordinarily of limited liability, but they are not subject to 
the restrictions laid down in section 5 as regards the limit·of 
shares to be held by each member nor to the requirements in the 
way of numbers or residence, etc.. which are prescribed· in 
section 6 (lI). The Act furthor recognizes the existence ofliullh 
central Bocietit's as are composed partly of other sociaties arid 
partly of individuals. and although the shares of individual mem
bers are in such societies restricted by section 5. they stand in 
res~ct of sections 4 and 6 on the same footing as the unions 
described under (8) above. (As the requirements of section 6 
regarding the minimum number of members do not apply in 
either case. there is nothing in the wording of the Act to prevent 
two societies or one society and one individual from applying f<ir 
registration. but although no definite number of applicants has 
been prescribed in such cases it may be presumed that Registrars 
will exercise their discretion by refusing to register applications 
which do not rell1'esent a reasonable degree of real co-opera
tion.) (c) A further class of society now definitely recognised 
is a 'Central Bank' or other central society the members of whic:h 
are individuals. but the 'main object of which is to benefit not its 
OWD members but .other societies of co~operative charactel"_ ts~ t). 
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and it is considered reasonable that such a society though formed 
mainly on joint stock lines should obtain as far as possible, the 
privileges conftlrred by the Act on co-operative concerns." -Gavern
ment (Jf India Circulm' N.o. 13- C dated the 9th March, 1912. 

'Of the members'.-As the object must be the promotion of 
the economic interests'of the members it is clear that the society 
!!hould have no transacti()ns with non-members (s. 34). However, 
exceptions are made when such transactions are for the benefit of 
members (s. 35). The Committee on Co-operation (19i5) was of 
opinion that dealings with' non-members should as far as practi
cable, be avoided, but at the same time, the Committee did not think 
it advisable to press the rule in cases where the operations of a 
society if confined to its own members would be so restricted that 
it could not be managed with any prospect of profit or economy. 
(para, 14, ibid). 

'In accordance with co.operative principles'.-See s. 71 
(II) which empowers the Local Government to fix by rule a maxi
mum rate of dividend and thus check profit seeking. In fact, s. 38 
lays down a statutory limit of 10 rer cent. It is highly necessary 
tG prevent societies from becoming closo corporations for the 
benefit of a few individuals. Many of the non-credit societies 
will be with limited liability, and the Act has given considerable 
latitude in the management of such limited societies. The restric
tions placed by the old law of 1904 on the transfer of shares, for 
instance, has, in cases of limited societies, been removed by s. 14 
of the Act II of 1912, and under s. 22 (of that Act) a duly quali
fied successor of a deceased member may. in the case of a limited 
society. claim the transfer to himself of the share of the deceased. 
In these and other respects the bulk of the non-credit co-operative 
societies recognised by the new law are placed on a footing similar 
to that of the joint stock companies and it will be necessary in 
practice to see that the Act is not utilised for the benefit of socie
ties which are not really of a co-operative chal'acter.-( Govern
ment of India Ci"c1l1ar No. 13-C, dated 9-3-1912) . 

.. / Conditions necessary to make a society co-operative, 
-"The society to be fully co·operative must fulfil many conditions. 
The theory underlying co-operation is that weak individuals are 
enabltld to improve their individual productive capacity and con
"equentl)" their material and moral position, by combining among 
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themselves and bringing into this combination a moral effort and 
a progressively developing realisation of moral obligation. The 
movement is essentially a moral one and it is individualistic 
rather than sorialistic. It provides as a substitute for material 
assets, honesty and a sonse of moral obligation and keeps in 
view the moral rather than the material ·sanction. Hence the 
first condition obviously is that every member should have a 
knowledge of the principles of co-operation, if this co-operation is 
to be real and not a sham. In the formation of a society the first 
essential is the careful selection as. members of honest men, or at 
any rate of men who have given satisfactory guarantee of their 
intention to lead an honest life in future. As regards the dealings 
of the societies they should lend to their members only and the 
loans must in no circumstances be for speculative purposes, which 
80 far from encouraging thrift and honesty, have exactly tLe 
opposite effect. Loans should be given only for productive pur
poses or for necessaries which, as essentials of daily life can fairly 
be classed as produc~ive. The borrowers should be required to 
satisfy their f"Hows that they are in a position to repay the loans 
from the income that they will derive from their increased pro· 
ductive capacity, or that by the exercise of thrift they can effect a 

, margin of income o,'er expend-iture which will suffice to meet the 
instalment of their loans as they faU aue. When a loan has been 
given it is essential that the committee of the society and the other 
members should exercise a vigilant watch that the money is ex· 
pended on the purpose for whlch the loan was granted. It is fur
ther advisable to add to the general supervision of the society the 
special supervision of individual members, by taking personal 
sureties in the case of each loan. In the event of any default by 
the borrower an instant demand should be made on these sureties. 
In the more general matters of the society's business there should, 
of course, be a committee of management with a president and a 
secretary, all of whom except those who perform purely clerical 
duties and have no voice in the management should be members of 
the society and give their services to it gratuitously. At the same 
time the ultimate authority should never be dlJlegated to the office
bearers, but should be retained in the hands of the members, who 
must continue to take a practical interest in the business of the 
society. With this object the constitution should be purely re-
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publican; each member should have one vote and no more in the 
general mlleting and all business should be transacted with the 
maximum of publicity within the society. For example. there 
should be kept in some place open to inspection of every member. 
the names of his sureties and the amounts of the loan still unpaid. 
and each member should be required to know gllnel'ally how his 
account stands; general meetings should be fn·quf>ntly held at 
which the accounts and affairs of the society should be fully dis
cussed and explained. The express object of the society should 
be the d'lVelopment of thrift to ~e spread in the neighbourhood. To 
effect this object loans must be given only when they are really 
ne.cessary and dtlsil'able. Further the dtlvtllopment of thrift and 
of a proprietary interest in the society should be aided by efforts 
to build up as soon as possible a strong reserve fund from profits. 
The society must also be· encouraged to obtain as much as possible 
of its capital from the savings which its teaching and example 
have brought about among its members and thtlir nt'ighbours. 
With aU these must go the elementary business principltlB of 
honesty. punctuality. proper accounts. diligence and payment 

·when due. To ensure all this there must be adtlquate control from' 
within. increasing vigilance and supervision by the office-bearers I 

and continuous effort by members in learning the principltls of 
co-operation in meeting frequently. in watching othtlrs. in work
ing hard and observing thrift. and in punctual repayment of their 
own loans as thoy fall due.'· -(Para. 8, Abstract Report of the 
Oommitfee on Co-opP1·alion in India. 191!i). 

Agriculturist is one occupitld in cultivating ground. The term 
'Agriculturist' is dtlfined for the purpllses of thtl Dtlkkhan Agricul
turists' Rtllitlf Act, 1879, as follows :--

I Allricuiturillt' shall be taken to mean a person who by himself or by 
his servants or by his tenants ~arns his liv~lihood wholly or priut"ipally by 
agri!ulture, or who ordinarily engalres persoually in al!ricultural labour. 
A~riculturallabourers are considered as a!ll"icuhurists. Nute-For furlher 
discussion. Ee! Dotes under the boad • A2ricuIturist • in 8. 8 j,ifra. 

'The majority of the members "are agriculturists'
This is the only remnant of the old distinction btltween rural and 
urban in tht! Act. Act X of 190~ required at Itlast four fifths of 
the members t.o be agriculturists for a rural society. 

Unlimited Liability. 
" . Unlimited liability.-The agriculturists and artisans in the 
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villages want money the former to buy seed, cattle, manure Imd 
implements and for other purposes and the latter to buy tools, 
wood, iron, yarn, etc. They would gilt all these articlus much 
cheaper if they pay for them in cash. In order to produce his 
crops a cultivator must incur expenditure 5 or 6 months and even 
upto a year, b"fore the crop is harvested and sold. If he 
could borrow money for necessary expenditure at harvest time 
and hold over his grain for two or three months he would get 
much larger price for his grain. An agriculturist, ordinarily 
borrows money required for his various wants on the security of 
his land either from Government as iagai or from a money· lender. 
Sometimes he borrows from both Government and the money-lender. 
An agriculturist is never certain that he will be able to gut a 
Government advance and when an allvance is sanctioned there is 
much dulay in getting the money. There are other inconveniences; 
often the advance is not enough for all :the agriculturists in need 
of money. Moreover, Government does not give Tagai for all 
necessary purposes. The money.le"nder usually charges a high 
rate of interest. The agriculturist is seldom able to know if the 
,----~--

money-lender keeps a correct account. The question is how· to 
raise loans at a moderate rate of interest. At the outset it may be 
mentioned that without security there can be no credit. The 
ordinary agriculturist has two sorts of securities'to offer, firstly, his 
propllrty consisting of houses, cattle, farm implements, etc., and 
secondly his good name for honesty and industry. If he combines 
with several other agriculturists, the amount of security gainlld 
becomes considtlrable. 'fhis idea is carried out in an agricul
tural co-operative society, which is formod in its th'st stage by a 
number of individuals not less than ten who. because they ate 
unable individually to obtain the credit which is necessary fot 
thtlir small agricultural operations either in adtlquatequantity or 
at rates or on terms of honest dealing which enable them to 
work at a profit, combine together to obtain this necessary credit 
on reasonable conditions. To effect this each becomes liable for 
the debts of the society to the extent of the whole of his assets~ In 
[)ther words the liability must be joint with that of all member~ 
and unlimited:1But it has to be remembered that if all the mt'm~ 
bers are ott~me class, too poor individually to be trusted with 
a,ny loan at a ra~ ofinte1t)st which does not,include avery la~ge 
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proportion of insurance to guard against the risk of non-payment 
it is obvious that the risk on tho loans is in no way diminished 
from a pUl'tlly material point of view by the combination. Even 
Mr. W oUI had to admit that the unlimited liability of a borrowing 
member who has borrowed to the full extent of his credit is not 
worth much~ It is, therefore, suggested that if a number of wtlll"' 
to-do persons join, not to obtain credit facilities they already 
possess, but to assist their poorer friends they will provide a sub
stantial security to a creditor for any money lent to the society and 
used by the poorer members. This, however, is open to the objection 
that it will be pure charity and not co-operation for common needs. 
In an unr~gistered society unlimited liability would cause great 
hardship btlcause the creditors may sue any single member for 
their dtlbts. A registered socitlty is a. corporate body and it is the 
society and not the members who enter into contracts, therefore, 
where the safe-guards against loss are properly understood the 
adoption of unlimited form of liability for agricultural credit 
societies of India has not been found to have the effect of keeping 
out the richer peasants. Because unlimited liability which is 
enforced by law in these cases takes the form of cgnt1'.butory un
limited liability that is to say that where there -is deficit in thEi 
engagements of a society to its creditors, this deficit shall. after 
the full payment of shares (if any) be recoverable by a series of 
per capita levies upon the members upto the .full extent of their 
property, direct proceeding by a creditor against individual mem
bers btJing forbidden; this is made cltlar by the addition of the 
expression to s. 5 (2): "and the members of such a society shall on 
its liquidation, be jointly and severally liable for and in respect 
of all obligations of such society" (see notes under the head "\)n its 
liquidation" infra.) Thtllaw did not specify dtJfinittJly the character 
of the liability nor was there any data to show the interpretation 
put upon it by the courts, It was, therefore, thought that the un
limited liability of a society was intended to imply the liability 
of the whole of the property of the members of a society for the 
debts due by the society. The impl'ession was "that it entailed the 
liability oJf the whole of the property of each member of a society· 
for the dtlbts due by the other members to the society, But it 
should be understood that the practical uifferenco between the two 
aspects of the liability is perhaps less than might at first sight 
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appear~nl~~ited form of liability was recognised by Sir Edward 
Law'. \i mml tee of 1901 to have come first in the historical de· 
velopment of credit. It was held by them to be the form of liabi
lity best suited to agricultural societies. It is the cheapest form 
of the security that can be developed in a poor community. Cl. (2) 
of the proviso insists on unlimited form of liability in the case of 
societies the object of which is the creation of funds to be lent to 
itl members. It was considered advisable to limit the clause to 
• credit' societies since the liability of productive societies will 
ordinarily be limited.-Foltrfh Conference qf Registrars, 1909. 

As the liability is joint with that of all the other members of a co
operative society members must be careful to see that only respect
able persons of industrious and straight-forward character are 
admitted to membership. Otherwise they may themselves be called 
upon to make good some default. Membership should be restricted 
to a small area preferably a single village. This will enable member" 
to be thorougbly well-acquainted with each other and to exercise 
an effective mutual control. For the same reason the size of th~ 
Bociety should be subject to a limit. Many societies in this pre
sidency have lost their unity and become inefficient from the fact 
that they have allowed their membership to become unwieldy. All 
the members of a village community are of course eligible, but co
operation being a union of efforts among more or less similarly 
situated' persons for the attainment of a common end, a mixture 
of membership with too great a diversity in occupation is not 
quite desirable. It does not ordinarily work well owing to 
lack of common interests. An important point in the cardinal 
doctrines underlying the co-operative idea is that all :loans 
must be used for the purposes for which they are advanced. The 
reason for laying down this rule is this: each 108n should 
mean so much earning capacity. so much producing power for 

. the individual borrower; The creditors' real security consists 
not in the material asset of the members but in the desire of 

. the members to put the borrowed money to productive uses and 
to repay the loan out of the profits made thereby. The guarantee 
consists in the expectation that each member of the society knowing 
that he stands to lose aU by the default of the others, will exert 
moral pressure on his co-members to ensure that they use for a 
proper productive purpose the money which they bave borrowed 

8 
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and duly repay it at the appointed time. The security in fact lies 
in the use of each loan for genuine productive purposes, the 
honesty, thrift of the members, the watchfulness they exercise 
over each other, the moral influence which they bi'ing to bear upon 
dishonest or unthrifty co-members and the feeling of solidarity 
which is usually awakened by association for a common purpose. 
One of the conditions constituting businesslike management in a 
co-operative society is that it should be ~ade a fundamental and 
indispensable rule that no risk whatever should be incurred, no 
speculation entered upon, but that all busi~ess taken up should 
be perfectly safe. That follows from the principle that co-opera
tion studies not selfish gain but common eervice. Co-operation 
and risk or speculation absolutely exclude one another. There 
should be absolutely nothing undertaken that involves risk. The 
most effective safeguard to ensure this will be the enforcement as 
reality, of strict rellponsibility coupled with maximum of publi
city. Every member must have an equal say, if he chooses, and 
have at all times means open to him for ascertaining what has been 
or is being done, and for taking the opinion of his fellow-members 
upon it. Involving the possibility of greater loss, unlimited liabi
lity effectively sharpens vigilence and disposition to be critical. 
All profits are carried to the reserve fund the object of which is to 
improve the credit of the society as a whole and to protect members 
from the enforcement of unlimited liability ( s. 40). All members 
are jointly and unlimitedly liable for the debts; therefore. it is 
necessary to see that those who become members by the possession 
of shares are men of the right type. The members must realise 
that the society's interest is their interest; its gain is their gain; 
its loss their loss. In fact, they must be loyal to it. This is also 
.necessary to secure financial stability. Rapid changes are apt to. 
create distrust in the minds of depositors. It is, therefore, necessary 
to place restrictions on transfer of shares (s. J4.). A member is 
responsible for the debts along with others. He should not, therefore, 
be allowed to shirk the responsibility by withdrawing from mem
berl:lhip;He must be held liable for the debts, etc., but for the sake 
of certainty "and convenience tlte pel'iod of two years is fixed 
(s.28) 

Note.-For an explanation of unlimited liability, ct. 
~b!l D;u.>del by-~aws of societies with unlimited liability. 
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Limit to borrowing.- A society which borrows with undue 
freedom is likely to find itsolHn difficulties. It is. therefore. 
necessary to fix in so~e way the limit upto which a society may 
be allowed to borrow) Rule 7 makes it necessary for a society 
with unlimited liability to fix in a general meeting the maximum 
liability which it may incur in loans and in deposits from non
members with the approval of the Registrar. Model by-laws of 
credit societies with unlimited liability state that it is .the duty 
of the annual general meeting to fix the amount of capital to be 
raisod by accepting deposits and raising loans. Model by-laws 
further lay down that the maximum normal credit of every mem
ber must be fixed every year. In share societies with unlimited 
liability an accumulation of owned capital is arrived at by the 
route of a share system rather than by that of the reserve fund. 
The more shares the members subscribe the more firmly established 
will the society be and the better will be its credit with th~ out
sida capital. The advantage of share capital is that if in case of 
liquidation by the full payment of shares the spare capital is suffici
ent to meet any deficit that may be found to exist. there is no need 
of any further levy to meet the liabilities of the society. In case 
there be any deficit it will be recoverable by a series of per capita 
levies upon the members upto the full extent oftheir property. Un
limited liability is adopted to offer substantial security to outside 
depositors. It is. therefore. necessary to see that the security is 
real; each member belongs to that society only. If it be otherwise, 
if he is a member also elsewhere the measure of the value of the 
member's liability must at the very least. become seriously re
duced. Rule 45 of the rules prohibits the membership of two " 
societies with unlimited liability. For the same reason it is sug_ 
gested that it should be made a condition of membership and 
resolved in a general meeting that no member should borrow any 
loan after admission except with the permission or at any rate the 
knowledge of the Managing Committee. The Committee on Co- v 

operation, (1915) however. did not think that unlimited liability 
involved any obligation against the ali,enation of property by 
members and although the material basis for the liability was thus 
rendered somewhat fluctuating and indefinite. the Committee did 
not consider that an arrangement which would in effect impose 
a definite charge on all their existing property would be either 
practicable or dasirable .. 
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'Of which no member is a registered 80ciety '.-With
out this condition some oftbe Central Banks, of which a majority 
of the members may be agriCUlturists, will have unlimited liabi-

. lity. The Central Banks cannot possibly assume unlimited liability. 
Similarly, there are other kinds of societies which would also 
necessarily have to be of unlimited liability. That would be un
desirable.-Bombay Legilflative Oouncil Debates, JullJ 28rd. 1925. 

'On it8liquidation'.-These words were introduced by the 
Select Committee. because it was thought desirable that the un
limited liability to which every me~ber of a society organised on 
that basis is exposed, should be enforced only when the society 
goes into liquidation. The unlimited liability should be con
strued to mean "unlimited contributory liability." That is to say, 
the members are liable to make contributions to make up any de
ficiency in the assets of the society when it is wound up. It 
would be very undesirable if the creditors were allowed to enforce 
unlimited liability for the society'S debt even against individual' 
members of a society before the liquidation, for the procedure will 
prevent many good members who now join a society merely to 
help it, for they will be afraid of running the risk of having their 
property attached for debts incurred not by themselves but by the 
80ciety even before the society goes into liquidation. If the society 

'. makes default there is s. t4, under which if any society is unable 
to meet its liability, the creditor can ask the Registrar to inspect 
the books of the society and if the Registrar finds that the society 
is not able to pay its debts, it can be liquidated. Thus the posi
tion of the creditor is not in any way in danger.-Bombay LegitJ
lalive Oouncil Debates, July f8rd, 1925. 

Co-operation in the sense in which it is generally used implies 
a bond of union over and above the casual relations of the money 
tie. It implies, that is to say, a co-operative society in which the 
associated members join together for the attainment in cominon of 
Bome pusiness purpose. It may take any of the following forms: (1) 
credit;, (2) purchase or purchase and sale; (3) production; (4) pro
duction and sale; (5) houlling; (6) insurance and a society establish
ed with the object of facilitating the operations of abovenamed 
types. Central Banks and unions may be included in this class as 
they facilitate the operations of primary societies. 

Central SanD.-The baokbone ot the oo-operatiYe mOVllment in India 
lies in the oentral bank. This statement may appear to be a little too Iweep-
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in, one bu\ it is sufficient to give us an idea of the importance of this 
institution. EXperience has shown that primary societies if they are to 
finanoe the needs of their memben regularly and promptly, have to look to 
some other institution such as a central bank for loans. These are based 
on share capital and limited liability and in constitution are not very unlike 
faint atock hanks. (8.25' ofth, Indian Com pan.,., Act which d'finu a joint ,tock 
oompany). A central bank should use ita funds exclusively in loans to other 
oo-operativo .ocieties. Theoretically, therefore, in the interests of pure co
operation. its share.holden should Donsist only of co.operati ve societieB. 
But the representatives uf Buch societies are not usually trained business 
men, and this type of organisation would exclude leading local gentlemen 
from taking part in the movement. If, on the oLher hand, the sbare
holders of the central bank were simply individual financiers, there would 
be no identity of interest between the bnrrowing and lending psrties aud 
tlje .pirit of co.operation would be lost. Hence nearly all co.operative 
central bank' have developed a mixed consti\ution. The societies which 
harrow from them are required to take up shares in proportion to their 
borrowings, and in this way gradually secure a dominating voice at the 
annnal general meeting. Central Banks are thereby brought to realise that 
they are servants and not masten of the societies which they finance. The 
individualshareholden are generally local men of infiulmce, who are willing L.

to take part in public work. Any profit-seeking tendency is checked by 
the limitation imposed by s. 38 which states that no society shall pay a 
dividend to its memben at a rate exceeding 10 per cent. (See also notel 
under s. 38 i1lfra). 

The objecta 01 a Di,trict Central Bankare:· (1) To fiud finance for co-opera· v 
tin societies in the district in which they are situated and generally to carry 
on hauking business with such sooieties; (2) to act as a balancing centre 
for the surplus funds of Buch societies; (3) to supervise and estimate the 
credit ot affiliated societies.; (4) to develop co-operative societies within 
the distriot. 

UnioD •. -It is a maxim of oo.operation that supervision should be de· 
centralised and should. as far as possible, be done by the men on the spot, 
who will know local conditions and suffer by local failures. Primary socie· 
ties are often remote and are composed of illiterato members and require far 
more guidaoce and supervision than the Registrar's staff is able to give. 
Sooietiea are, therefore, induced to form themselves into unions with a small 
central committee which is charged with the duty of Bupervising all pocieties 

. which have become members aod of. seeing that they are honestly managed 
and fit to be entrusted with loan. The idea underlying the various kinds 
of unions is to make each union the ceotre of all co-operative activity in the 
area it serves, or for tho kind of primary societies it affiliates, to become 
an active agent in the development of economic life in the area. to influence, 
foster and create a band of local workers in each centre, who should, 
in conne of time, be able and willing to manage the affairs of their locality' 
and be as little dependent on outside help for the management of their 
internal affain ss practicable. 
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The object. of a union as atated in model by·lawa are:- (1) To develop 
co-operative societies within the area of the union. Model by.laws for 
supervising unioDs add: to organise and guide co· operative resource societies 
within the area of the union formed to provide agriculturists with the re
sources required by tb3m individually either in credit or in seed, manure, 
implements and the like or increase their resources by securing the ready 
and honest sale of their agricultural produce. (2) To provide means of as
aessing and guaranteeing the credit of each co·operative society admitted 
into it. (3) To control its constituent societies by careful and regular super. 
vision, and issue warnings and instructions with regard to faults. (4) To 
BettIe matters of common interest, to advise and assist its members, to 
further their interest in every way and when desired to provide a meeting 
place, club or library; and model by.laws of supervising unions add: to 
promote the spread of co·operation and to provide for training in co-cpera
tion and education of members of co.operative societies and to represent the 
views of members of co.operative societies on any question sffecting them 
or the co.operative movement in general. (5) To purchase on indent for 
members of constituont societies such resources in seed, manure and imple
ments as they may require ponding the organization of separate societie~ for 
the purpose, or to purchase such articles OLl indents for constituent societies 
when required or to arrange for sala of the agricultural produca of mem-
bera without incurring auy fiuancial responsibility. . 

May be registered.--The Registrar has a discretion in the 
matter of registration ofa society under the Act. An appeal is pro
vided for under s. 64 against the order of the Registrar refusing 
to register a society. ( Note; for a full discussion of the question, 
see notes under the head" The power of Registration .. in s.4o at 
p. 29 ante. ) 

The main object of registration under the Co·operative 
Societies Act or the Indian Companies Act is to facilitate business. 
On registration the society becomes a corporate body distinct 
from the persons composing it and the r-erson doing business 
with it can sue it in its name. It is not necessary for him to 
know the name and address of the partners; this obviates the 
necessity of joining them as plaintiffs or defendants in any suit. 
or proceeding ( See also notes to s, 23 infra ). 

Company law.-S. 4, Indian Companies Act, 1913, states that 
if more than ten persons desire to carryon in partnership the 
business of banking or more than twenty persons desire to carry 
on in partnership any other business (that is, other than bank
ing) for the acquisition of gain by the partnership or by the indi
vidual members thereof, they must either register as a company 
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under the Companies Act, etc., otherwise the partnership would be 
illegal. Now the provisions of the Indian Companies Act, 1913 
do not apply to societies registered under the Co· operative Societies 
Act; 1925 (s.68). Therefore, a society must be registered undel' 
the Co-operative Societies Act or under the Indian Companies Act, 
otherwise the association will have no existence inlaw. 

An association which is illegal for want of registration 
. has no corporate life. It cannot sue for debts due to it, or for 
breach of contract or a mortgage executed in its favour, nor can it 
be sued. The members of such an association are in the position of 
being individually liable for any orders given or contracts made 
by them personally while neither personally, nor as members, nor 
collectively as a society can they enforce any claims in a court 
of law. Illegal associations (e.g., associations contravening pro
visions of s. 4 of Companies Act) cllnnot be wound up under the 
provisions of part IX of the Companies Act. No unregistered com
panll can be wound up voluntarily or subject to supervision (s.271, 
Indian Companjp3 Art) but the Court can order it to be wound 
up under part IX ofthe Companies Act provided it is illegal under 
s. 4 of the said Act. It can have no legal rights over property and 
every individual member would be liable to be sued by any or all 
of the creditors for the debts of the society. Unregistered societies 
will not enjoy the privileges such as exemption from income tax, 
stamp duty, registration fees, etc., conceded to societies registel'ed 
under the Co-operative Societies Act, 1925 ( See also notes to 
s. 23 infra. ) 

Limited liability. 

Limited liability.-In a limited liability society the liability 
of a member does not; exceed the amount, (if any) unpaid on 
shares for which he or his estate is liable. ( Cf. Model by-laws of. 
credit societies with limited liability). 

Object.-Limited liability societies are intended to meet con
ditions for which rural or unlimited societies are unsuitable. In 
a town members of different classes or professions cannot all be 
acquainted with' each other; they are usually artisans or traders 
who own very ·little land or other real property and, there
fore, have no very substantial securities to offer. The interest 
on loans paid by these industrial classes in towns is not 
lower than that charged to agricultul·ists. With rising prices, 
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insufficient and insanitary house accommodation, wages often 
held in arrears, and a desire for high standard of living con
sequent on tho spread of education, industrial difficulties are 
bound to ariso. These cannot be alleviated without money. 
Funds are also required by the petty industrial classes for their 
business. but they do not want to be troubled with their neigh
bours' affairs. It would be unreasonable to expect such persons to 
submit to joint and unlimited liability. The urban societies have, 
therefore, to start with limited liability. The Committee fln Co-

yoperation (1915) in para. 16 of their report. however, state that "as 
a general principle when the clientele i~ fairly well-to-do, and owing 
to local conditions full mutual knowledge cannot so easily be 
secured among the members. and when the share capital is ad
equate to the business undertaken, liability should be limited. but 
otherwise it should be unlimited." The Committee also thought 
that such caution as is required in dealing with non-agricul
tural societies should be exercised while dealing with such 
societies. The circumstances of many societies compel them to 
follow purely business methods and to over-look to some extent 
the moral sanction that should govern their work. By limiting 
their liability the security to depositGrs is reduced. In order to 
raise working capital. therefore, the societies have to provide 
some sort of guarantee in placo of unlimited liability. . This is 
done by the issue of share capital. Every member is required to 
take up and subscribe to at least one share and the total fund 
raised by share~ affords a reserve secqrity to depositors and lenders. 

Mr. Wolff writes in his Co-Jperation in India: 
.. Where there i8 a less security given in the shape of capital, the measure 

baa to be m&de up by caution in aCLion and vigilence in supervision_ There 
is no limit to operating districts necessary in 80cieties of limited liabIlity 
type, none except such as consideration for the convonience of the society 
managemeut may prescribe. Limitatiou of liability does away with the 
necessity to stste loc&llimit&tion8. And there is no occ&sion wh&tever for 
milking members leaving the district to resign or else forego the 8nrvices. of 
the society which lIervicE'S ought as thiogs develop to become equ&l in variety 
to those of any commorci&l bank." 

N. B.-For an explanation of limited liability, ct. the model 
by-laws of societies with limited liability. 

6. Where the liability of the members of a society 

RestrictiollS on in
terest of member of 
Bociety with limited 
liability and & sh&re 
capit&l. 

is limited by shares, no member other 
than a society shall 

(a) hold more than such portion of 
the share capital of the society, subject 

to a maximum of one-fifth, as may be prescribed by 
the rules: or 
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(h) have or claim any interest in the shares of tlJ.e 
society exceeding three thousand rupees: provided that 
if the society is a housing society a member may have 
or claim an interest in the shares of the society not ex~ 
ceeding Its. 10,000. 

Commentary 
[C/. s. 5 of the Co-operative Societies Act, 1912, Appendix: B.] 

Limitation to number of sbares to be taken by indivi. 
duals.-In the case of individual share-holders the ordinary object 
of a society is to raise the amount of share capital which it reo 
quires without allowing any individual to obtain a' prepondering 
voice in the management. It is also the object to check the tenden
cy to be a capitalist and profit hunting. In a Co-operative Society 
capital cannot be allowed to predominate and no 'single individual 
can be permitted as in joint stock concerns to subscribe to as 
many shares as he likes, shares being an invitation for member
ship rather than for the getting together of capital required for 
business. 

This section should not be taken to mean that the liability of a . 
society with a share capital must always be limited. Agricultural 
Credit Societies with unlimited liability may be orga,nised on 
share basis and distribution of profits may be made in the case of 
such societies as provided in. s. 40 (b). The restriction on the 
amount of shares which an individual may hold is placed with 
the object of excluding as far as possible mere seekers after profit. 
[See also ss. 39 and 40 and notes under s. 19. and s. 71 (2) '(p). ] 
But in accordance with the recommendations from the Central 
Co-operative Institute and the needs of housing societies and in 
view of the altered value of money it was thought desirable to raise 

, the limit of interest in the present enactment. (Statement of Objects 
and Rpas01Is). Moreover, the Bombay Provincial Co.operative 
Conference of 1919 had recommended that permission be given to 
Central Banks, Urban Credit Societies and Stores to allot shares
of value not exceeding Rs. 3000 to a single member. 

Capital here means the funds contributed or guaranteed by 
shareholders or members.- Findlay Shirras on Indian Fmance. and 
Banking, p. 406. 

9' 
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Share.-A society or compaTIy is sometimes formed with a cer
tain capital proposed to be raised and then it is determined that 
the capital shall be divided into a fixed number of shares of a 
fixed face value. The number of divisions into which the capital 
of a company is divided is called a share and is given the appro
p.riate number. 

Share Capital.-The word share has been introduced before 
the word capital to make it clear that debentures and deposits 
are not included incapital.-Fourlh Conference of Registrars, 1909. 

Share Capital may be classed as (1) Autharised capital, i.e. 
the capital which a society is authorised by its by-laws to raise 
(2), Subscribed Capital i.e the total value of the shares taken up 
by members, (3) Paid up Capital i.e. the amount of share capital 
actually paid up out of the sum (subscribed capital) which they 
have undertaken to pay. The difference between the authorised 
capital and the paid up capital represents the re&erve liability of 
the members. The idea of reserve liability is based on English 
practice and the Committee on Co-operation did not consider it well 
adapted to the circumstances of banks in this country. III the case 
of a society with a limited liability this represents the maximum 
amount which a liquidator can call up by way of contributions 
under s. 50 (d). 

Interest is the right or claim of a member in the funds of the 
society or in some of the uses or benefits pertaining to the society. 
It is a right of ownership over the assets of the society. It is this 
right of ownership as a co-owner or partner in the concern id the 
member's interest in the society. 01; (0) of this section apparently 
limits the acquisition of rights by mortgage in the shares of a 
society by an individual member to Rs.3000. S. 19 makes the 
transfer or charge of shares or interest of a member in the 
capital of a society subject to the maximum laid down in this 
section. 'l'his restriction on transfer or charge is in accordance 
with the co-operative principle, namely, the control of the society 
should not pas's in the hands of a few individuals. The idea i~ 
that the society should not be a union of capitals but of persons. 

Difference in share. and interest.-The following are the oriteria which 
should distinguish ahares from other sorts: (1) Shares must have a certain 
fixed value, ,the face value which may be fully or partly paid up. (2) All 
IhareB en~itle their holders to a dividend which iB not paid at a fixed rate, 
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but is a fraction of the annual profit, aod, therefore, varies with the prosperity 
of the society. (3) Liability ahould be limited to the face value of a share 
or aome multiple of it. This feature, namely the right to participate in the 
annual profits is aleo essential to the idea of a ahare. If like deposit, a share 
oarries a fixed guaranteed rate of interest its special character is entirely 
altered aod it should properly be called a debenture. tT oless a ahare-holder 
undprtskes to ahare both the I088e8 and the profits of a society, he is merely 
a depositor or a debenture holder and cannot be said to have share in the 
society, io any realsenae. He has no stake in the success and it would be 
extremely difficult to indicate in what way he differs from the ordinary 
long term depositor. The Fourth Conference of Registrars, 1909, passed the 
follow ing resolution: .. For the present all that is required is that deposita 
and debentures should not be included in shares. " : ' 

Three thousand and ten thousand rupees.-These .jig~;es 
mostly concern the central co-operative banks because, generally· 
capital does not come out from the rural areas. It is on' the 
security of share capital that members as well as non·nitlmbers 
make deposits in and advance loans to the soCiety. :. People 
living in the rural as well as in mofussil urban areas arepooiand 
they cannot afford to purchase many of the shlires floated by the 
society. 1'he share capital mainly comes from individual mem
ber who may be induced to join the central co· operative banks 
and to invest funds therein. Therefore. unless the figures are 
so raised the people will be investing only small sums in spite of 
the fact that they are ready to help their brethren by investing 
large amounts. The Committee on Co-operation in dealing with 
this question stated that they came to the conclusion that so far as 
central banks were concerned, greater liberty should be left to 
them. Calvert says: "This restriction may be removed by 
general or special order of Local Government passed under s. 46." 
(This corresponds to s. 67 of the Bombay Act of 1925) The 
Committee on Co-operation (1915) considered that the statutory 
limit should be raised to Rs. 5000 or 7000 where difficulty is 
experienced in raising sufficient share capital for central banks, 
but added that in such cases precaution should be taken to ensure 
that each share-holder should not be allowed more than one vote· 
.. If the figure is not changed people of larger means may not 
come in and the societies will thus suffer.-Bombay Legislaii'Ve 
Council Dehates. July 29, 1925. The Committee on Co
operation, 1915. has. however, sounded a note of warning that the 
. object of a bank being to extend a shal'e-holding interest to as 
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many suitable members of the public as are willing to come for
ward and take up co-operative work, it is advisable so long as 
enough share capital can be obtained in the ordinary way to 
adhere to the limit fixed by the Act. (Cf. Notes to s. 18 also). 

Model by-law. of .hare societies generally provide that an elected appli
cant does not become a member until he subscribes to at least one share and 
pays the first instalment thereon. ~ This obviously prevents the joint-holding 
of a share. The Committee on Co-operation (1915) adds. .. In cases where 
difficulty is experienced in raising sufficient share capital the shares are 
sometimes subscribed by a few large holders, and when necessary for these 
purposes the statutory limit may be raised by a special order of the Local 
Government to some higher figure sucb as RH. 5000 or RH. 7000. But in such 
cases precaution should be taken to ensure that each share-holder should 
not be allowed more than one vote. This system is likely to keep aliv", 
much interest in any ordinary member without deterring those who can 
afford it from subscribing tomore than one share ... 

In the case of HousiDg Societies the maximum limit is 
raised to Rs. 10,000 obviously, because the cost of l:uildings erected 
by the housing society for its members would demand larger 
capital than societies of other types. 

7. ~1) No society, other than a society of which a 
member is a society, shall be registered 

CondItions of 
registration. under this Act, which does not consist of 

at least ten persons above the age of 
eighteen years and, where the object of the society 
is the creation of funds to be lent to its members, un
less such persons-

(a) reside in the same town or village or in the same 
group of villages; or 

(b) save where the Registrar otherwise directs, are 
members of the same tribe~ class, caste or occupation. 

(2) The word " limited" shall be the last word in the 
hame of every society with limited liability registered 
under this Act. 

Commentary. 

Hiltory.-This is s. 6 of the Co-operative Societies Act, 1912, 
(See Appendix B ). 
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COmpaDY Law.-Any seven or more persons (two or more in 
the case of a private company) associated for any lawful purpose 
may form an incorporated company.-See s • . '5, Indian Companies 
Act. 1919. 

PereoDI residiDg iD the lame tOWD or village or iD the 
lame group of villagel.-The principal object of all co-opera
tive credit societies is the encouragement of thrift, the accumula
tion of loanable capital and the reduction of interest on borrowed 
money by a system of mutual credit. But proper development of 
mutual credit can only be attained under a system of membership 
which will enable all members of a society to exercise by means 
of personal acquaintanceship and moral pressure, a mutual control 
over one another in their transactions with the society. Hence 
it is essential that in both urban and village societies membership 
should be by election, and further that membership should 'be 
limited to residents in the same town or village or group of 
villages.-Report of the Committee on the estqb:isltment of Co
operative Credit Societies in India, 1909. The Maclagan Committee 
on Co-operation in 1915 thought it to be a good general rule that 
there should be one society to one village and one village to one 
society. However, there are exceptional circumstances which 
justify departure from this rule. They have been described as 
follows in the Resolution of 1914 :-" Where for instance, a group J 
of villages can conveniently form a co-operative unit they may 
without objection be served by one co· operative society. Where 
persons scattered over large areas are for any special reason so 
thoroughly in touch with one another that they are able and will
ing to be jointly responsible, the condition of propinquity is 
not absolute, and the law accordingly allows that members of the 
same tribe, class, caste or occupation, even if not resident in 
the same village or group of villages, may become membt)rs of tho 
same society. Similarly, it is permissible to have more societies than 
one in a single village in cases where a village is so large that all 
the residents are not mutually acquainted, or where a village is 
so divided from any cause that one set of residents could not be 
expected to be jointly responsible for another. But the essential 
principle remains that societies should ordinarily consist of mem
bers so closely in touch with one another that they are willing to 
be, and can be both in name and in fact, jointly responsible. " 
No limit is laid down for a group of villages;, But the smaller 
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the distance, the better for the working of the society, for the 
members can know of one another's affairs and control one 
another's actions. In a small society the sellse of joint responsi
bility is keenly felt. Under Rule 4, by-laws must show the area 
of operations. (See Appendix A. ) 

Ten persons -The application for registration must be sub
mitted by at least ten persons. Even after registration the mini
mum number of ten persons has to be maintained otherwise it is 
liable to be cancelled (s. 48). 

Three conditions are necessary for a Credit Society. They are: 
(I) There must be ten members. Failure to retain ten members 
may lead to cancellation of registrati.on [s. 48) (2)] .. (2) They 
must be majors. Otherwise it is liable to cancellation [s. 48) (3)J. 
(3) The said members must reside in the same town or village. etc., 
or should be members of the same tribe, class, etc. Breach of 
condition (3) providing for the members to reside in the same 
village, etc., does not lead to cancellation unless this is provided 
for in the by·laws. It is rendered necessary under the rules for a 
society to make by-laws defining the area. or the tribe. Repeated 
failures to observe its own by-laws in this respect might entail 
cancellation; for, the conditions in this section as to residence 
of members in a fixed area and their similarity in tribe, class 
or occupation, must be adhered to. The Government of India 
have remarked that it is intended that the Registrar should. in sa
nctioning the proposed by-laws of a credit society satisfy himself 
that proper residential and class qualifications are rendered obliga
tory for future members and the qualification should not be 
altered save by·an amendment of the by-laws sanctioned by the 
Registrar. It is to be noted that under Rule 45 a person cannot 
be a member cf more than one society with unlimited liability. 
(See Appendix A.) 

No doubt a 'person' includes any company or associat_ 
ion or body of individuals, whether incorporated or not [ s. 3 (35). 
of the Bomhay Gen(?f'al Clauses Act, 1904], but here in view 
of the words' above the age of eighteen years' it is clearly used 
in the sen8e of individual human beings. Women can be mem
bers of co-operative societies. (See notes under the head" Above 
the age of eighteen years. " infra. ) 

• 
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Note :-ClauS6 (1) does not apply to Unions or to Central 
Banks. There is nothing in the wording of the Act to prevent 
two societies or one society and one individual to apply for regis
tration of a Central Society. 

• Other than a society of which a member is a 
lociety'-This is introduced to provide for the registration of 
unions of Bocieties.-Fourlh conference of Registrars, 1909. The 
old Act of 1904 was defective in making no provision for a co
operative society the members of which were themselves 
co-operative societies. In France and Germany the shares in 
Provincial and Central Banks were held principally by the 
small societies which dealt with them and this is thought to be 
undoubtedly the best system for then the profits go to the societies 
and the management is in the hands of their representatives.
Third canference of Regis/rars, 1908. (N. B. -In their case the 
limit of numbers does not apply.) 

S. 66 empowers Government to exempt societies from condi
tions as to registration. See notes to s. 66. 

Size of locietiel :,--The number of members will usually 
depend on the nature of the bond which holds the c ... mmunity 
together. In village societies where liability is unlimited the 
number of members will, as a rule, be small; where the bond is 
religious, tribal or industrial, the number of members will often 
be much larger. Where the liability is limited, and the society 
is situated in a town, it is but natural that the number should be 
much larger for the society will appeal to a larger commuU:ity. 
-Second Canference of Regisfrar8, 1907. 

Societies to be truely co-operative ought to be open to all 
fully qualified. On the other hand it is necessary that they 
should not be allowed to be unwieldy. This can only be achieved 
by sufficiently restricting the area of their operations. The Com
mittee on Co-operation in 1915 wrote in their Report: 

"The members of a society should be few to start with, and increases 
should be gradual and the ultimate total moderate. Small societies are 
more easily supervised and trained in co·opel·ative principles, just as small 
classBa are more easily taught in schools. If a society is small. it ~ffords 
a better opening.for local talent. It brings more men to the front, trsills 
them to undertake responsibilities, and by carrying ou a business not exceed· 
iog the capacity of the committee prevents the. dominatiou of one man. " 
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ManY,societies in this Presidency,have lost their unity and 
become inefficient from the (act tlfat they have allowed their 
membership to become unwieldy. lfi.. Wolff says: 

.. Education by co· operation, wonderfully effective as it i. when allowed 
free play, is q nite necessarily limited to small local organisations. In s' 

\
large society, possibly very ably ofIicered, the very fact of its being so 
officered, destroys its educational potency, There are no pupils there. 
There are the fully trained teachers who manage but do not teach. The 
memher is there not called upon to think for himself. He has the thinking 
done for him, It is in the small society, where simple minds are taught 
and compellEd in a simple way to do the thinking for themselv~s, to tackle 
the daily problems and form their own smbitions and aims, that co-opera
tion becomes educative "- Wolff on Co-operation in India. But he sounds 
a note of warning in the following terms: 

.. In India there seeDlll to be at present a disposition to overdo such res· 
triction in respect of size and district which may become a hindrance to 

~ progress. Raifl'eisen prescribed smallness. not as an advantage in itself 
but as an indispensable condition for the attainment of a well·undentood 
end: close touch and intimate mutual knowledge. Otherwise smallness 
is not a benem but rather a hindrance. A small society neceBBarily means 
small power for work, and proportionately greater expense for neceBBary 
outgoings, and a heavier toll upon each member, if any loss by default 
should occur. It. also means greater risk in the event of resignations or 
deaths. All that is really required in the matter of smallness is that there 
should be sufficient opportunity for supervision and trustworthy know
ledge·'.-Wolff 011 Co-operation in India. 

Notes-Where the object of the' society is the creation of funds 
to be lent to its members unle~s. the majority of members of such a 
society are not agriculturists' the liability must be unlimited 
(s. 5). The area of its operatiois must be limited as directed 
in cIs. (a) and (b) of s. 7 of this Act. The reasons for such a 

... provision are obvious. If the liability is unlimited the members 
have to select only those whom they see every day, and in whose 
character they have the utmost confidence. Such members will, as 
a rule, reside within a 'very small area.- Second Conference of 
Re(Jistrars, 1907. 

Above the age of eighteen years :-Under s. 3 of the co· 
operative Credit Societies Act 1904, this condition was prescribed 
for the purposes of registration. The same condition was retained 
for membership after registration [s. 4 (b) ibid], because it was 
then Lhought that full effect could not be given to the co·operative 
principles on which societies were based unless every member 
had a voice in the management.- (Third Conference of Registral's 
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190N.) Even after registration' the same condition regarding 
age has to be maintained in the case of at least ten members, 
otherwise the society is liable' to be cancelled (s. 48). The Act '.' 
of lOOt. was, however, found to be defective in making no" pro· 

'vision for the safeguarding of a minor's interest. On the death. 
of a member the society could pay to or transfer to the credit of the, 
perSOD nominated as heir or in absence of such nomination, 'to 
his heir or legal representative all moneys due to deceased. 
Whatever the wish of the deceased or the advantage of the minor, 
a minor could not be a member under s. 3 of that Act. To pay 
monl'Y to a minor was absurd as it was likely to be appropriated 
by some one else. A legal guardian could be appointed, of course, 
but such appointments were rare among agricultural classes and 
could not be encouraged as they genel'ally were followed by dis
honesty. When, therefore, a member left a minor as heir with no 
guardian a society could only pay the money to a child who 
could not give a legal receipt or transfer the money to his credit 
which was not legal under the Act. The matter of safeguarding 
the interest of minors on the death of members was thought to 
deserve careful consideration. As an instance of its practical 
importance the case of a village consisting of 24 members, 23 of 
whom had been carried off suddenly by an epidemic was cited 
(Third Conference of Registrars, 1908). Therefore, in the Co- " 
operative Societies Act, 1912, the old section was amended so as 
to retain the condition that members at the time of registration 
must be over eighteen years of a~e ana to remove the necessity 
of debarring minors from becoming members when they were 
heirs of deceased members (Sixth Conference (>1 Re.qist1·ars, 1912)~" 
However, there are certain disabilWes to which a minor is subject, 
for example, a minor member cannot "make a nomination. The 
question of the relation of a society to the l!linor heirs of deceailed 
members is, subject to s. 27, left to the operations of the ordinary 

"law (See notes to s. 27). 

Minors:- In limited liability societies, the admission of 
minors depends on whether the shares are fully paid up or not. 
In the latter case the minors cannot be called to pay the reserve 
liability.-(Culvert). In unlimited liability societies, there is no 
object in admitting minors as (1) they cannot incur liability, 
and (2) they cannot obtain loans except perhaps for necessaries. 

10 ' 
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The societies should rather abstain from admitting minors.-
7'he Law and Principles of Oo-operatiml by Cal-vert (1926 Ed.) 

Notes :-Under the old Act of 1904 no minor could be a mem
ber of a society. The Act of 1912 laid down that at registration 
none of the applicants should be a minor. There was apparently 
no reason why a minor should not be made a member after 
registration. However, it was thought undesirable that any 
minors except heirs of deceased members should be made members. 
The Sixth Conference of Registrars, i912, considered that minors 
should not necessarily be debarred from becoming members of 
societies when they were heirs of deceased members. 

Class Societies :-Soldiers of one regiment can legitimately 
be held to be a class for the purposes of this section. (See thp 
proceedings of the First Oanference of Registmrs, 1906.) There are, 
for example, societies composed entirely of weavers or leather 
workers, tanners, brass workers and others where the professional 
tie among members is strong. The Starte Committee (1930) thought 
that separate societies for the Depressed classes were needed 
in the case where they were producers and they ought t.o be 
encouraged, for instance, the "Dharwar Machigar Co-operative 
Credit Society" is not only valuable in improving the finances 
of its members, but also in the sense of self-respect, and confidence 
which it gave to the community by the training in self-government 
and the opportunities afforded through the society of mixing with 
other communities in co-operative conferences. [p. 40 (ibid.) ] 

Caste Societies are societies confined to the members of one 
caste within a certain area. Several interesting institutions of this 
type, among the native Christians of Bengal, the Saraswat Brah
mins of Bombay, the Rajputs of the Punjab and the Jats and 
Tharus of the United Provinctls can be mentioned. The general 
opinion is that, though the tribal organisation should, as far as 
possible, be utilised, it would be a mistake to foster tribal socie
ties at the expense of institutions admitting the members of more 
than one caste. (The First Conference of Registrars of OO'opera
tive Socipties, 1906.) While no objection need necessarily be 
. taken to communal or caste societies, it is very desirable that such 
societies should not be encouraged in ordinary villages. ( Eighth 
lJ.ombay P1'ovincial Oo-nperative Conference, 1919.) The Starte 
Committee appointed to enquire into the problems of the Depres-
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88d clas88s and Aboriginal Tribes in the Presidency proper in 
their Report (1930) considered that as far as possible the De
pres88d clas88s should be encouraged to join the common village 
co-operative credit societies as they will learn thereby to work 
with other communities. Mr. Wolff also was of opinion 
that such societies besides not being truely co-operative, could 
hardly 8ucceed, because they were too homogeneous and the 
demand for money would all como at the same time. But on the 
other hand he had found it impossible to get these classes such as 
weavers, for example, who are both conservative and suspicious 
to co-operate with any others but tho88 of their own caste 
and occupation.-First Conference of Registrars, 1906. 

Tribal Societies are societies dealing with the members of a 
tribe scattered over a fairly large area, whose one bond is the fact 
that they are a more or less backward or depressed class. The 
Bhil societies in Dohad are an instance of such societies. The 
Tenth Conference of Registrars. 1928, recommended special socie
ties for depressed classes for special purposes with if necessat:y 
assistance from Government. The Starie Committee (1930) 
considered that where the aboriginal tribes lived in villages 
occupied also by other classes they should be encouraged to join 
the general societies. This may not be possible in mill areas 
where special societies must be organised on their behalf. It is 
a matter of great satisfaction that Government (this is at the cost 
of Government and the Provincial Bank jointly) have appointed a 
special Mamlatdar for furthering the establishment and super
vision of societies amongst the aboriginal tribes of the Dohad and 
lhalod talukas of the Panch Mahal district. The Committee recom
mended that the principle should be extended in Khandesh, Surat 
and Thana districts where there is a large aboriginal tribes 
population.-P.40, Report of Starie Committee, 1990. 

Occupation.-Too great a divorsity in occupations is not 
desirable. All the members of a village community are of course 
eligible for a village society, but a mixture of the membership 
that would include (say) pleaders and mahars in a single society 
does not ordinarily work well owing to lack of common interest. 

The question whether it is desirable to starl separate societies for big v 
landholders or to include tbem in tbe ordinary village credit societiea was 
considered by the Bombay Provincial Ba.nking Enquiry Committee (1929-30). 
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The Committee state; "0 n the one hand, the inclusion of such holder! in the 
village society euhances its credit and the society is also able to secure the 
Bernces of men of good status and education to look after itA management. 
On the oth'lr hand, such landholders are likely to have too powerful a voice 
on the management of the society, which might then lose its democratic 
character, and unless the landholders are imbued with the spirit of public 
!l8rvice, they may feel inclined to take advantage of their position aud 
.ppropriate a large part of the society's funds to themselves. If they de
fault, the whole society suffers, the amount borrowed by them being 
large. In some tracts as in Gujarat, the terms and c')nditions on which loans 
are advanced by village co-operative societies may not be suitable for bi!!' 
landholders, or they may themselves hesitate to assume unlimited liability 
and pledge their large assets for a number of persons with small means and 
poor assets." The Committee suggested that separate societies should be 
organised in tract.s where there is a fairly large number of big landholders. 
Where their uumber is small the Committee thought that they should, if 
properly qualified, be enrolled as memhers of the vill"ge credit societies. 

"The word' limited' shall be the last word in case of 
limi~d liability societies. " 

Company law.-Ss. 6, 73 and. 74 of the Indian Companies 
Act make it compulsory for a limited company under penalty of 
fine the putting of the word 'limited' as the last word in its 
name. If an officer of a limited company fails to mention its name 

,correctly, i.e., omits the word 'limited' he is liable to a fine upto 
Rs. 500 and an officer signing a valuable security without pro-
perly mentioning the name of the company exposes himself to the 
risk of being held personally liable for the amount. 

Objecl.-The policy of the Act is that where the society is 
with limited liability that fact must be announced in every 
possible way, so that all persons dealing with the society may 
have clear notice that liability of the society is limited. 

Limited liability.-With the numerical increase in credit 
societies a knowledge of the main principles underlying co
operative work has gradually spread among the people, and in 
areas where these have been best understood a desire has arisen 
for applying them to other branches of business besides the borrow
ing and lending of money. The result is that a considerable 
variety of societies for purposes other than credit is to be found. 
This development is not only inevitable but esst'ntial to the 
balanced development of the economic condition of the country as 
a whole, and that the demand for non-credit form of co·operation 
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is in itself a healthy sign. The fact that rural credit societies 
must retain unlimited liability is not disputed. But for non
credit activity of the movement limited liability is found more 
suitable. Sometimes a large amount of capital is required for an 
enterprise and it becomes impossible to confine the contributors 
to members of a small ~ircle sufficiently intimately acquainted 
with each other's affairs to ensure that mutual trust which is 
essential when liability is unlimited. Besides, where the shares 
in any enterprise are drawn from such a wide circle that mutual 
acquaintance of an intimate nature cannot be guaranteed un
limited liability is dangerous. In other words where liability is 
limited, there is less need of mutual knowledge of each others' 
affairs, the area can be larger, the number of members can be 
greater. Therefore, it is provided that a non-credit society should 
not be subjected to unlimited liability or limited area. ( See also 
notes to s. 5 under the heads "Unlimited liability" and "Limited 
liability" at pp. 54 and 63 respectively). 

Under the Co-operative Societies Act -societies with 
limited liability include societies limited by guarantee and unions. 
It appears that no sanction is prescribed as in the case of Joint 
Stock Companies. 

Note.-A society would not be registered under this Act by 
the name of a Company. 

8. When any (luestion arises whether for the pur-

P f R poses of the formation, or registration or' ower 0 e-
lIistrarto decidto continuance of a society under thi~ Act a 
certain l!uestioUB.. . . 

person IS an agriculturIst or a non-agrI' 
culturist, or whether any person is a resident in a town 
or village or group of villages, or whether two or more 
villages shall be considered to form a group, or whether 

-any person belongs to any particular tribe, class, caste 
or occupation, the question shall be decided b:y the 
Registrar, whose decision shall be final. 

Commentary. 
Old Iaw.-For B. 7 of Act II of 1912, see Appendix B. 
• Whether a person is an agriculturist or non

agriculturist '._ It is most difficult to ascertain the 
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precise meaning of the term' agriculturist'. It would probably 
be impossible to frame a definition which would not go too 
far one way or the other. The term' agriculturist' is not defined
in the Co-operative Societies Act and it must, therefore, be con
strued in the ordinary sensu of the term.-S~e Mal'well on Infer
pretation rif Sta/u/ps; pp. ii, :';26. Ordinarily an agriculturist is one 
who is occupied in cultivating the ground.- Cell/urlj Dictimzary. 
Murry's Oxford Dictionary defines the term' agriculturist' as 'a 
professed cultivator of the land; farmer. ' The term' agriculturist' 
as used in s. 60 of the Civil Procedure Code, 1908, is not only 
confined to persons who cultivate land in which they have an 
interest either as proprietors or tenants but it can be extended to 
all persons engaged in the cultivation of land. "If the policy of 
the Legislature" said Scott C. J. "is to provide for the efficient 
cultivation of the soil of the country, there seems no reason why 
the word" agriculturist" should not include persons engaged in 
cultivating the soil for remuneration, although they may have 
no proprietary interest in such soil. "-Devara, Vuik'lnt SUOO1ja, 
19 Bam. L. R. 283. For the purposes of Punjab Alienation of 

~ Land Act, 1900, an agriculturist is defined as- . 
II A person holding agricultural land who either in his own name or in the 

name of his ancestor in the male line was recorded as the owner of the land 
or 8S a hereditory tenant or, if the first regnlar settlement was made in or 
since the year 1870, then at the first regular settlement or at such previous 
settlement a9 the Local Government may, by order in writing, determine. " 

So far as this presidency is concerned, s.2 of the Dekkhan Agri
culturists' Relief Act states that an Agriculturist shall be taken 
to mean a person who by himself or by his servants or by his 
tenants earns his livelihood wholly or principally by agriculture 
or who ordinary engages personally in agricultural labour. 

The provisions of D. A. R. Act except ss. 2 and 21 do 
not apply.-All transactions between the societies and their 
members are exempt from all the provisions of the D. A. R. 
Act except the beneficient provisions of s. 21 which prevent 
agriculturists from being arrested and imprisoned in the execu. 
tion of money decrees against them.-Proceedings of the Bomba!J 
Le¢Slafivl' Cc..u,ncil, 1911, Vol. XLIX pp. liOO-fiOl. Therefore, 
s. 74A ofD. A. R. Act states that except ss. 2 and 21 the D. A. R. 
Act, 1879, does not apply to societies registered under the Co
operative Societies Act, 1925. (For further discussion, see the 
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Commentary on the Dekkhan Agriculturists' Relief Act, 1879, by 
the writer. ) 

Query.-Can an agriculturist be ar.csted aud imprisoned in execution of 
an order P&8lied by a Liquidator, or Registrar or Arbitrators,-au order 
which according to 8. 59 may be executed as an order for reCO'f'ery of arrears 
of land revenue? 

A II resident" for this purpose may be defined in general 
terms as a person who owns a house in the area of operations of 
a society to which he can go at Ilny time as a matter of right 
and not as a visitor and who, in actual fact, does go and reside 
there fairly frequently.- The Madra.~ Co-operative Manual, p. 17 
(19S0 Ed.). 

The Registrar'. decision shall be final.-The Registraris 
findings in these matters generally concern more or less all the 
promoters as a whole to find out whether a society consists of a 
majority of agriculturists or not except in very rare cases such 
&8 when there is only a difference of one member. To make such 
small questions appealable would be tantamount to delaying re
gistration of societies. In the interest of the movement any such 
delay should not be permissible. The Registrar can be trusted to 
do the right thing in each particular case.-Bombalj Lpgislatit'e 
Council Debates, Urd July 192:;. 

9. (1) For purpoges of registration an application 
Application for to register shall be made to the Re-

registration. gistrar. 

(2) The application shall be &igned 
(a) in the case of a society Llf which no member 

is a society, by at least ten persons qualified in ac
cordance with the requirements of section 7, sub
section (1); and 

(6) in the case of a society of which a member is 
a society, by a duly authorised person on behalf of 
every such society and where all the members of the 
society are not societies, by ten other members or, 
when there are less than ten other members, by 
all of them. 
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(3) The application shall be accompanied by a copy , 
of the proposed by-laws of the society, and the persons 
by whom or on who!'le behalf such application is made 
shall furnish sueh information in regard to the society 
as the Registrar may require. 

Com men tar}'. 

HiatorYo-This is s. 8 of the Co-operative Societies ~ct, 1912, 
(See Appendix B). 

Company Law requires the memorandum to be signed by 
each subscriber in the presence of at least one witness.-See s. 9, 

Indian Compames Ad, J9U. 

"Sign ", with its grammatical variations and cognate expres
sions shall, "I'ith reference to a person who is unable to write his 
name, include .. mark" with its grammatical variatillns and 
cognate expressions.-S .. 1 (14), The Bombay GenPlal Clauses Act, 
1904. 

The application is to be made in writing and it should be 
accompanied by three copies of the proposed by-laws (whichcorres
pond to the Articles of Association). One of them is preserved 
in the officE' of the Registll1r another is filed in the office of the 
Assistant Registrar and the third is returned to the society duly 
signed and certified (ss. 10 and 11). As provided by s. 71 (2) (b) 
the Government has made a Rule ( Rule 2) with regard to the 
application for registration. The form of such an application is 
given in schedule A which is annexed to the Rules. (See Appendix 
A for the Rules.) 

~ Orlani •• tioD of Societiee.-There is in this Presidency practically 110 

ufficial staff for the work of propaganda and organisation except the small 
number of Agricultural Organisers who do non· credit work, 
and are now working under the cOlltrol of the Co-operative Depart
ment. In the early days of the movemelJt the Department relied mainly 
and ill some cases almost entirely on the Honorary Organisers for propa
ganda and organisation. In recent years, partly for financial reasons, tho 
number of this helpful band of dill-interested workers in t.he cause of co· 
operation who are doing m:>st useful work, -iu the consolidation aod im
provement of societies has decreased. With the growth of lion-official orga
nisations like the Institute for propaganda and supervision and when credit 
80cieties began to spring up of their own accord, it was inevitable that the 
number and importance of individual workers acting independently would 
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diminish~ In'the first place it is not easy to find new men or when they are 
found, to aeethat they keep up their enthusiasm over a number of years, there· 
fore the policy has got to be adopted to strengthen non· official organisations 
like the Institute and the Supervising Unions aud gradually to absorb in 
them the individual workers. In accordance with this the number of Honorary 
Organisers was gradually being reduced in places where the Supervising 
Unions were working efficiently. It was also contemplated that as the Co
operative Institute was able to appoint more and more propaganda officers, 
the employment of Honorary Organisers would further become unnecessary. 
But the Institute for lack of funds and other reasons is not able to appoint 
propaganda officers to an adequate extent. Failing the appointment of an 
additional official staff, the addition of Honorary Organisers is the most eco
nomic method of securing additional workers for the good of the movement 
as a whole. Under present conditions by a carefulsysLem of regulating and 
co.ordinating their work, it is p08sibleto do much good to the movement at 
a small cost. All that is required is to parcel out the areas to the various 
Honorary Organisers in a very Iystematic manner and to carofully regUlate 
their travelling by requesting the Organisers to visit particular areas in a 
particular season for specific purposes. A sum of abont Rs. 36000 is spent 
annually for the travelling allowance given to Honorary Organisers. At 
present there is one Divisional Organiser, 63 District Honorary Organisers 
and 83 Taluka Honorary Organisers in this Presidency. 

However, the Registrar in his Annual Report on the working of societies 
(1930) states that from the very nature of the case the allSistance of 
Honorary Organisers is likely to be of somewhat fitful ch.Lracter and it 
becomes extremely difficult for the Assistant Registrars to coordinate their 
work and fit it in with that of the official staff, unless the gentlemen con
c3rned have genuine love for the movement and are prepared to devote a 
large part of their time and energy to the cause. The Registrar. further, 
remarks "In some district. unfortunately the position of an Honorary 
Organiaer is looked upon more as a persoual distinction than au opportunity 
for doing useful work Cor the masses~ Iu parts there is also a tendency to 
use the position of an Organiser for consolidating personal and P'lrty advan
tages. This honorary agency is not giving the expected results aud it is 
becoming increasingly difficult to secure men of the right type for disin
terested work. " (For further discussion Bee notes to s. 22 ) 

The formatioD of a Credit Soc:iety.-When the promoters are slltisfied 
that the rate of interest usually paid by the agriculturists in the neighbour
hood is higher than 8 per cent and that they will be able to raise lIome capital 
amung themselves they shou:ld invite the organiser to the village and call a 
small meeting of persous whom they think are likely to be interested. They 
should go through the model by-laws and draft their by-laws on those lines. 

The organiser should explain the intentions of Government and the general 
principles of co·operation. The principle of unlimited liability should be 
fully explained. A~ the same time the organiser should point out the several 
safe-guards against loss contained in the model by-la ws imposed by the cOQ' 

11 
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stitution. The Organiser should next proceed to e.xplain the model by-laws 
and the valuable concessions given by Government. No attempt should be 
made to persuade an unwilling audience. If they are not prepared to take 
the risk of unlimited liability the whole matter should be dropped. Three 
copies of the by-laws should be signed by at least 12 persons, and the form 
of application (Schedule A prescribed in the Rules, see appendix A ) should 
be filled up and signed by th.e same persons who have signed the by-laws. 
The organisation paper (see Leaflet R and the Handbook of Co-operation 
for Societies in Bombay and Sind by the writer) should be filled up. Tl:ese 
papers should then be posted either to the Honorary Organiser or to the 
Registrar, Co-operative Societies, Poona. 

The ten cardinal doctrines underlying the co-operative idea summed up 
in the Ten Main Points of Co-operation should be drummed into the heads 
of mem~ers. 6Y are: ~~ 

he Ten Main Points of Co-operation ~ 
1. The object of co-operation is to encourage people to lay by BBvings, 

to grant loans at reasonabl", terms of interest, and to get rid of debt. 

2. Members must know each other thoroughly and should admit nobody 
who is a bad character or is unacquainted with the rest. 

3. All members are jointly and unlimitedly liable fo .. all sums borrowed 
by the society either from depositors or from outside sources .. They are, 
therefore, all interested in seeing that loans are granted prudently and that 
no membe! is allowed to default. 

4. It ill the business of the Managing Committe~ to raise capital, to sanc
tion loaus to Members, to watch over their recovery and to see that 
accounts are properly kept. 

5. All loans must be used only for the purpose for which they are 
advanced. They may be granted for one year for current agricultural 
expenses, for two or three years for the purchase of cattle or implements, 
or for domestic expenses, and five years for the payment of old debt or for 
land improvement. 

6. All repayments must be made on the date fixed by the Managing 
Committee, and in cash not by book-adjustment. 

7. The duties of the General Meeting of the society are to appoint a 
Managing Committee and a Secretary, annually, to consider the balance 
sheet and the audit notes, to ask the Committee questions about its work 
and to pass orders on any faults that come to light. 

S. All profits are carried to the reserve fund, the object of which is to 
improve the credit of the society as a whole and to protect members from 
the enforcement of unlimited liability. It is the property of all the members 
joiutly. 

9. Capital is obtained either as deposits from members or other persons 
ill the neighbourhood, or from some Central Bank. The Central Bank is 
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coutrolled by its shareholders, and if societie8 buy shares in it, they will 
bave a voice in its control. 

to. Always remember that thou~h the Registrar audits and warns, the 
Members are themselves responsible for the working of their societies. 
Government is not going to manage the societies for them. If they want 
them to succeed they must see to things themselves. 

By.lawl.-The Act itself does not prescribe any by-laws but 
the Government of Bombay has issued a rule for compulsory by
laws on certain points [see Rule 4 in Appendix AJ. The By-laws 
must be drafted before a society is registered. The proposed by
laws must be sent along with the application for registration. 
The Registrar will not register the by-laws until he is satisfied 
that the proposed by-laws are' not contrary to the Co-op'erative 
Societies Act or to the Rules made by Government thereunder. 
By-laws may be made, altered or abrogated as provided in Rule 
6 but the approval of the Registrar is necessary (s. 16). The 
Society is to be registered with the by-laws (s_ 10) i.e., both these 
are to be registered together. But amendments of by-laws made 
in accordance with Rule 6 may be registered subsequently by the 
Registrar when approved. Every society is to keep with it (open 
for inspection) a copy of the by-laws and presumably of the amend
ments as certified by the Registrar. The by-laws bind the Society 
and the members thereof' and they constitute a contract between 
the society and the members. They can only be altered in the 
mode prescribed in s. 16 and Rule 6 framed under s.71 (2) (c). 
The business of a society is regulated by the by-laws and and any 
action contrary to the provisions of the by-laws might be held 
ultra 1.:irfJs. [See also notes under the head "By-laws of societies" 
to s. 3 at pp. 15, 16 supra and the discussion under s. 71 (2) (c).J 

Note -The Co-operative Societies Act does not provide for the "
attestation of the signatures of the applicants. The ten signatories 
to the application for registration become members of the society on 
registration [s. 3 (c)] just as the subscribers of the memorandum of 
a company become members ipso facto on the registration of a com
pany (s. 30 of the J ndian Companies Act, 1913). The question of 
election does not arise in their case. Under the Company Law the 
register of members is prima facie evidence of the fact that the 
person whose name is entered as a member is a member (ss. 30, 31 
and 40 Of the Indian Companies Act, 1913). Under this Act a mem
ber is not necessarily entered as such in the register of members, 
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nor is the appearance of the name of a person as member a prima 
facie evidence that he is a member. 

In the case of societies of which a member is a society 
all that is required is to get the representatives of two or three 
societies to sign. Others can join afterwards. 

Dulyauthorised.-Under No.2' (3) of the Rules made by 
Government it is now laid down that the person 80 authorised 
shall be a member of the managing committee of the society. 
(See Appendix A). This provision is made in view of the words 
duly authorised in c1. (2) (b) of this section. 

10. If the Registrar is satisfied that a'ociety has 
Registration. complied with the provision f is Act 

and the rules and that its osed by-laws 
are not contrary to this Act or to the rules, he may re
gister the society and its by-laws. 

Commentary. 

Changes.-The words "if he thinks fit" in s. 9 of the Co
operative Societies Act, 1912, which corresponds to this section 
are omitted. (See Appendix B.) 

Company Law.-Under s.22 of the Indian Companies Act, 
1913 the Registrar examines the documents lodged for registra
tion with a view to see that the requirements of the Act arc 
complied with and that the association applying for registration 
is a company authorised to be registered under the Act. If the 
requirements of the Act are complied with, the Registral' has no 
power to refuse registration. 

'The Registrar may register '.-The Registrar of com
panies will not register" a company by name identical with that 
of another registered company or so nearly resembling the name 
as may be calculated to deceive (s. II, Indian Companies Act). The 
same principle applies in the case of societies under this Act and the 
Registrar may not register a society whose name so nearly re
sembles that of a society already existing, as to be likely in his 
opinion to deceive the members of the public as to its nature or 
identity. J t is not obligatory on him to register the society and its 
by-laws. He is given discretion in the matter (see notes under the 
head" Power of registration" in s. 4 at p. 29 ante.) The Registrar 
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will after making such inquiries and alterations in the by-laws as 
may seem necessary, will register the society and its by-laws. The 
by-laws submitted under sub-s. (3) of S. 9 have got to be approved 
by the Registrar, and adopted at a general meeting. Then they 
become valid and binding.-See Rule 5, (Appendix A.) See also 
discussion under the head. 'By-laws of societies' at p. 15. 

Note •• -Along with the registration certificate, the rules issued 
by the Government of Bombay, the approved by-laws and a set 
(Jf circular orders issued by the Department which are supplied 
free. the Registrar should send by V.P.P. a copy of Bombay Act 
VII of 1925. a set of account forms. and other forms needed by 
the society. Tho Registrar shall keep a copy of the registered 
by· laws and subsequent amendments to the by-laws (Rule 47, see 
Appendix A). 

Decision of Registrar is to be communicated in case of 
refusal to register the Society or its by-laws to the applicant 
with his reasons for so doing (Rule, 3 see Appendix A) but an 
appeal may be made to Government from an order refusing to 
register a society within two months of the date of the communi
cation of the same (s. 64). 

Effect of registration.-The registration of a society under 
this Act takes it out of the operation of all sections of the Dekkhan 
Agriculturists' Relief Act. 1879, except ss. 2 and 21 (s. 74A, 
Dekkhan Agriculturists' Relief Act, 1879). Similarly, it takes 
it out of the operation of the Indian Companies Act, 1913 (s. 68) 
and theroby exempts it from any fees levied on corporations 
under the Indian Companies Act. Again, the registration of a 
society confers on it the privileges of exemption from income tax, 
stamp duty on documents and registration fees(s. 33). 

11. A certificate cf registration signed by the 

Evidence of 
registration. 

Registrar shall be conclusive evidence 
that the society therein mentioned is duly 
registered unless it is proved that the 

registration of the society has been cancelled. 
Commentary. 

History.-This section corresponds to s. 10 of the Co-opera
tive Societies Act, 1912. (See Appendix B.) 
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S. 24 (1) of the Indian Companies Act, 1913, makes the 
certificate of incorporation given by the Registrar, conclu
sive evidence that there is a company and that it is duly incor
porated, and precludes all persons from going behind the 
certificate and from alleging that the company is not a corporate 
body with the status and capacity conferred by the Act. 

"Duly registered" means that all the requirements of tho 
Act have been complied with. 

The certificate of the incorporation of a society 
given by the Registrar shall be conclulive evidence that 
all the requirements of the Act in respect of registra.tion have 
been complied with. There isa similar provision in the Indian 
Companies Act. [(:t. s· iJ.J (I) of J. C. Act, 1913.J- Fourth Con
ference of Reyistrars, 190fJ. 

A certificate of registration is a conclusive evidence that 
the society is a corporate body (s. 23) distinct frop-} the persons 
composing it. It is sufficient to confer all the privileges under 
s. 33 of the Act and to deprive civil courts of jurisdiction in 
matters of awards of arbitrators under s. 57 and in matters of 
orders of winding up and dissolution under s. 51. 

'l'he certificate is issued in the following form:

Certificate of Registration 

No .............••... ot 1!)3 

The Registrar hereby notifies that the ................................................. .. 

C
. . Limited, 

.................. : ............... , o-operahve ........................ SoClety, ~d, 

Taluka .. ~:::-: .............. District ..... ~';;::-.; ....... has heen registered 
under Section 10 of Bombay Act VII of 1925. 

Dated ........ \~ .. ;-; .... \ .... 198~ • 
Registrar, 

Co-operative Societies. 
Bombay Presidency. 

12. Every society shall within a period of three 
months after the date fixed for making 

Annual general 't 
meeting. Up 1 S accounts for the year under the 

rules for the time being in force call a 
general meeting of its members. 
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Commentary. 
History.-Sections 12 to 16 make the necessary provisions in 

regard to amendment of by-laws, meetings and resolutions which 
a.re lacking in Act II of 1912.-See Strztement nf Ob}eclS and 
RemollB. (Bom. Act VII of 1925 ) 

The Indian Companies Act, 1913, s. 76 states that a 
general meeting of every Company shall be held once at least in 
every year and not more than fifteen months after the holding 
of the last preceding general meeting, and, if not so held, the 
company and every officer of the company, who is knowingly a 
party to the default, shall be liable to a fine not exceeding five 
hundred rupees. 

Penalt.v :-It may amount to an offence punishable with a 
fine iot exceeding Rs. 50 if a society with a working capital of 
Rs. 50,000 or more fails without any reasonable excuse to call a 
general meeting as required by this section (ss. 60 and Gl). 
But it seems that no penalty attaches to an infringement of this 
section by societies with working capital below Rs. 50,000. 

Procedure followed at general meeting. 
By.laws generally provide that annual meetings should be convened by 

the Secretary with the consent of the Managing Committee by giving lOdays 
notice, stating the time Ilnd plactl of the meeting and the business to be 
transacted. The business of a general meeting is confined to matters speci
fied in the by-laws l see notes under s.71 (d ) 1 

Tbe procedure is regulated by the by-laws. They also provide as to what .... 
number should constitute the quorum, what is to be done when a quorum is 
not present at the time appointed filr the meeting, who is to be the President 
of the meeting, adjournment of the meeting and so on. It is a statutory provi
sion that a member shall have one vote only (s. 18). At the time appointed for 
the meeting the President who is generally elected by the members present 
should take the chair and ascertain that a quorum is present. No business can 
be done at a meeting unless a quorum is present The namesof all the members 
present are recorded by the Secretary. If the proper quorum is present the 

. president should announce the fact and then call on the secretary to read 
the notice convening the meeting. This having been done the Managing 
Committee through its chairman should lay before the meeting the balance 
sheet, profit and loss account, the report of the Commitee on the Society'" 
affairs The auditor's report on the balance sheet together with any comments 
made by the Registrar are to be read before the general meeting. It shall 
be open to inspection by the memberd. Accordingly at an annual meeting the 
president begins by referring to the accounts and the Managing Committee's 
report which are generally read in the meeting and concludes his speech ill 
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relation thereto by moving .. that the report and accounts be received and 
adopted." This is the stage for discussion and enquiries. Every member 
has a right to be heard for a reasonable time on any motion before the 
meeting. After the matter has been fairly debated the president m~ 
with the sanction of a vote of the meeting apply closure to the discussion"..) 
But the President has no power to stop the meeting at his own wilL,aiid 
pleasure, and if he does so the meeting can resolve to go on by itself with 
the bolsiness for which it was convened and elect another president. r::~e 
motion for closure is put in the form-" that the question be now put. "\J.1!!l 
president should not allow the closure to be moved unless the view of the 
minority has been fuily expressed and everyone who wishes has had an 
opportunity of speaking on the origiual motion. Every name proposed for 
election should be duly proposed by one member and seconded by another. 

Every resolution i. decided in the first instance by a show of hands; that 
is the common law rule. On a show of hands every member present in 
person has one vote aud no more. Before or on the declaration of the result 
of the show of hands a poll may be demanded. In that case the shOw of 
hands goes for nothing and the poll must be taken.. In a small society it is 
taken by the ·President. The result of the poll decides the fate of the motion. 
In case of equality of votes the by.laws give the president a second or casting 
vote. The secretary should note in the minutes, the proposer and seconder 
the substance of the discussion, the final resolution and tlJe number voting 
pro. and con. 

AlDendlDenta.-The time for moving an' amendment is after the motion 
has been moved and seconded and put by the president of the meeting. No 
amendment can be moved which goes beyond the scope of the notice con· 
vening the,Jlleeting or in the case of the ordinary annual meeting which 
according to the by·laws may be transacted thertlat without special 
noti6e. When an amendment is duly moved and seconded the debate on 
the original motion and amendment proceeds concurrently and tho president 
then puts the amendment to the meeting. If the amendment is negatived the 
~riginal motion stands unless a further amendment be proposed which then 
is put by the President to the meeting. But this is not necestlary when the 
amendment carried is framed as an alternative motion. If several amendments 
are moved the president should put the amendments to the meeting in the 
order in which they affect the main questiou and ultimately the main question 
as finally amended should be put to the meeting. An amendment may be 
moved to an amendment in which case the sub amendment should be put, 
and if it is affirmed the president should then put the original amendment as 
amended and if that is affirmed he will put original motion as amended. The 
presideut is bouud to put all regular amendments but should not allow any 
irregular amendment or one which in substance merely amounts to a negation 
of the original motion. 

Adjournment.-A motion for the adjournment of a meeting can be brought 
forward at any time and takes precedence over auy other business then 
under consideration. The President cannot adjourn a general meeting with-
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out their consent. The President, however, haa inherent power to adjouru a 
meeting for persistent disorder. Notice of an adjourned meeting is not 
necessary except aa provided by the'by-Iaws. An adjourned meeting is a 
continuation of the original meeting. By·laws generally provide that no 
'Iuorum is necessary for an adjourned meeting. 

The Preaident.-The by-laws generally provide that the President of the 
aunual meeting should be elected by the members present. It is the duty of 
the president to preserve order, conduct proceedings regularly, and take. 
care that the sense of the meeting is properly ascertained on any question 
before it, but he bas no power to stop or adjourn a meeting at his own 
will. He bas power to decide all incidental questions arising .at the 
meeting and to stop debate after reasonable discus~ion. It is a principle 
of the common law that tbe president's declaration that a resolution has 
b~en carried or lost and an entry to tbat e1l'ect in tbe minute book should be 
conclusive, uutil contrary is proved, (For furtber discussion and the de· 
taild. see the Hand·book of Co-operll.tion for Societies in Bombay and Sind 
by the writer.) 

13. A special general meeting may be called at any 
Special general time by a majority of the committee 

meetings. and shall be called within one month-

(1) on the requisition in writing of one-fifth of the 
members of the society,. or 

(2) at the instance of the Registrar. 

Commentary. 

Hiatory.-This section is new. 
Note.-There was no such provision either ill the Act of 1912 or in the 

Rules. The matter waa left to the by-laws. But the model by-laws did not 
make it compulsory for a society to call a special general meeting on the 
requisition of or,e-fifth of the memaers or the Registrar. The matter was. 
left to its discretion. 

Company law.-Share-holders holding not less than one-tenth 
. of the issued share capital are entitled to make a requisition 

for the calling of an extraordinary general meeting within 
twenty one days from the date of the requisition.-S. 78, Indiah 
Companies .Act, 1913. 

One-fifth of the members of the Society.-This propor
tion of members is considered necessary for calling a special 
general meeting. There are some urban societies with a large 
membership and some of which are divided by factions, and if one 

12 
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faction wants to get an advantage over the other, it can compel 
the management to call a special general meeting by sending a 
requisition signed by those few members if the proportion is fixed 
at a low figure. Thus there will be caused a great deal of incon
venience to the other members of the society and it will be a 
nuisance to the society. There is also this thing to be considered 
that even if one member thinks that a special general meeting 
ought to be called, and be applies to tLe Registrar and con
vinces ,him of the necessity of calling such a meeting, the 
Registrar can do so.-Bombay L>gislalive Council Debates, July 
,'!:'1, 192.5. 

Notes -It is necessary to make the meaning of the clause (2) of s. 13 clear 
and definite. The Registrar may be empowered to fix the date of the meeting 
which is to be called at his instance Now a special general meeting must 
he cslled at the instance of the Registrar but can he (or his nominee) as of 
right attend the meeting and take part in the di.~cussions? Rule 38 (9) Isee 
Appendix A) empowers the liquidator to call a general mAeting of the mem
bers of the dissolved society and to take part in the discussions. But there 
is no specific Ilrovision in any other case. As is stated above, sometimes 
party feelings run high in a society and the members may object to an 
officer of' the Co-operative Department attending the meeting. Statutory 

, provision must be made to avoid ihe difficulty and the Registrar or any 
person authorised by him must have a right to attend a geneml meeting or 
a meeting of the mall aging Committee and to take part in the discussion (\r 
the cOI)sideration of any question before such meeting or the Committee and 
to give his advice in the matter. There is a similar provision (s. 40,) in 
the Bombay Local Boards Act, 1923, The material portion of it is as follows: 

The Assistant Registrar of Co-operative Societies, charged with any 
duties of his office in the district, if ,not a member of the DistriQt Local 
Board, has a right of being present at atlY meeting of the said board or of 
any committee thereof, and with the consent of the board or committee 
may take part at such meetinfl in the discussion or consideration of any 
question on which in virtue of the duties of his office he considers his opinion 
or the information which he can supply will be useful to such board or com
mittee, but he shall not unloss he is a member of the board be entitled to vote 
UPOll any such question.-See 8. 40 (1), Born. Local Boards Act, 1923. 

The Procedure is much the same as at an ordinary meeting. 
After the chair has been taken, the notice read, and the minutes 
of the last meeting signed (if such is the practice) the president ex
plains the circumstances which have led the Managing Committee 
to convene the meeting and concludes with moving the resolution 
of which notice has been given. When the meeting has been call
ed pursuant a requisition of the members one of the requisitionisis 
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usually moves the resolution. After the motion has been seconded 
the president will put it to the meeting and subsequent proceed
ings will be similar to those. detailed in s. 12 under the head: 
'Procedure followed at general meeting' at p. 87 ante. 

14. A society may, by a resolution of a general 
meeting and with the approval of the 

Change of name; R . t h' b t h ita effect. egIS rar, c ange Its name: u sue 
change shall not affect any right 

01' obligation of the society, or of any of its members, 
or past members and any legal proceedings pending 
may be continued hy or against the society under its 
new name. 

Commentary. 

History-This section is new. 

Company Law.-Any company may by special resolution 
and subject to the approval of the Local Govemment signified in 
writing change its name [Indian Companies Act, s. 4, c1. (6) J.. 
'[he change of name shall not affect imy rights or obligations of 
the company or render defective any legal proceedings by 
or against the company; and any legal proceedings that 
might have been continued or commenced against it by its former 
name may be continued Or commenced against it by its new 
name.-S. 11, Indian Companies Act, 1BNJ. 

Note.-Rule 4 states that every society must make by-laws 
in respect of the name, etc., of the society. A change in the name 
must, therefore, be made by an amendment of the by-laws made 
in rospect of the name of the society. Now s. 16 and Rule 6 
give the procedure to be followed in amending by-laws of Socie
ties (See Appendix A for Rules). The Registrar is to issue a 

. certificate (see the form of certificate in s. 16) in token of his 
approval. 

In case the Registrar approves and registers the change in the 
name he will notify the correction in Bombay Govemment 
Gazette. The change in the name will not affect any right, etc., 
of the society, etc., nor will it affect any legal proceedings, etc., 
for obvious reasons. 
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15. (1) Any two or more societies may, with the 

Amalgamation or approval of the Registrar by a resolu-
of t~~~i:U~8. tion passed by a three-fourths majorit~ 

of the members present at a special 
general meeting of each such society held for the 
purpose, amalgamate as a single !Society; provided that 
each memher has had clear fifteen days' 'Hitten notice 
of the resolution a.ud the elate of the meeting. Such 
an amalgamation may be effected without a dissolution, 
or a division of the funds, of the amalgamating soci
ties. The resolution of the societies concerned shall 
on such amalgamation he a sufficient conveyance to 
vest the assets and liabilities of the amalgamB:ting 
societies in the amalgamated society. 

(2) Any society may by a resolution passed in a.~cord
ance with the procedure laid down in sub-section (1) 
transfer its assets and liabilities to any other society 
which is prepared to accept them: 

Provided that when any such amalgamation or 
transfer of assets and liahilities im-olves the transfer 
of its liabilities by any society to any other society, it 
will not be made without giving three months' notice 
to the creditors of both or all such societies: 

Provided further that if a creditor or creJ.itor~l of 
any of the societies concerned object.s or object to such 
amalgamation or transfer of ass6ts and liahilities and 
gives or give written notice to that effect to the society 
01' societies concernell one month before the date fixed 
for such amalgamation or transfer, the amalgamation 
or t.ransfer shall Hot be made until the dues of sueh 
credito1' 01' credito1's haye been satistied. 
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Commentary. 
History.-This section is new. 
Company law.-S. 153 of the Indian Companies, Act, 1913, 

onables the Court without forcing the Company into liquidation 
to sanction an arrangement arrived at by a majority in number 
representing three·fourths in value of those present at a meeting 
of the members, etc., whereby the company's assets and under
takings are transferred to a new company. Amalgamations 
between two companies without going into liquidation can also 
be effected under this section (i. P.., s. 153) of the Company Law. 

Object. -In several cases societies had to be dissolved not 
because there was any laxity in the management or speculation 
on the part of the membel'S, but owil1g to the necessity of allowing 
its construction to be altered so as to admit of its being split up 
into severalsocieties, or combined with others into a new society.
Report of the Committee on Co-operation, 1915. 

Three months' notice to the creditors of both or all 
such societies.-Under the law the liabilities of one person can
not be transferred to another without the consent of the creditor. 
If after notice no objection is raised nothing further will be 
required except registration but if an objection is raised there 
can be no amalgamation.-Bombay Le{/i.~lative Council Debates, 
July SS, 192.'5. 

16. (1) No amendment of the by-laws of a society 

Amendment of shall lJe valid until approved by the 
the by-laws of resolution of a general meeting and 

a society. 
registered under thi~ Act, for which 

purpose a copy of the amendment shall be forwarded 
to the Registrar. 

(2) If the Registrar is !>atisfied that any amendment 
of the by-laws is not contrary to this Act or to the rules 
he may register the amendment. 

(3) When the Registrar registers an amendment of 
the by-laws of a society, he shall issue to the society a 
copy of the amendment certified by him, which I!!hall 
be conclusive evidence that the same is duly registered. 
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Commentary. 

Change8.-'l'his is s. II of the Co·operative Societies Act, 1912, 
with some changes. (See Appendix B). 

N. B.-See notes to s. 71 (2) (c) infra. 

Under the Company Law an alteration in the memo· 
randum of association is to be carried by a special resolution (s. 12, 
Indian Companies Act, 1913, ) and it takes effect only after it has 
received the confirmation of the Court (s. 13. Indian Companies 
Act, 1913). 

Amendment ordinarily means the act of making better, 
correction, improvement, but in this sense it means any altera
tion or change either by way of correcti.on or addition.-Century 
Diclianary. 

Amendment of by-Jaws cannot take effect until and 
except in so far as they are approved and registered by the 
Registrar. The original by-laws hold good till the amendments 
are registered. Any action taken in accordance with unregis· 
tered amendments might be held to be illegal. Ruie 6 lays down 
the procedure to be followed in making, altering or abrogating 
by-laws (See Appendix A). The approval of Registrar is neces
sary. In amending its by-laws a society must strictly observe 
its existing by.laws as to general meeting, majority required, 
previous notice, etc. It has been ruled that if any defect in the 
procedure renders the amended by.laws invalid, then the former 
by-laws must be considered to be in force. This might give rise to 
trouble if the amendment concernes the disposition of funds. 
(CallR/'t). The provision in s. 10 that' the proposed by-laws of 
a society ought not be contrary to the Ac'!; or to the rules' 
applies to the proposed amendments .of by-laws also. The object 
of a society must be the promotion of the economic interests of 
its members in accordance with co-operative principles. Any 
alteration or amendment in by.laws which does not confirm tu 
this, will not be nlid as they will not be approved by the 
Registrar. The resolution passing an amendment must be sent 
within three months (Rule 6). As amendments cannot be acted upon 
unless they are registered it is obviously to the advantage of the 
society to forward them to the Registrar for his approval at an 
early date. No amendment can take effect until a certificate of 
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approval il received from the Registrar under s. 16 (3) of the Act 
in the following form :-

MEMO. -

No. ___ of 193 . 

Office of Ihe 
Regis~rar, Co-operative Societies, 

Bombay Presidency: 

Camr, Poona, _______ 193 

In accordance with a Resolution of the General Me:tiug of the 
......... Co-operative .......•. Society -held on 193 ,the 
Registrar of Co-operative Societies is pleased to approve, under section 16 
of Act VII of 1925, the following amendments of the Society's By·laws :-

BY-)4w No. Revised text. 

This certificate should be attached to tLe copy of the By-laws in the 
possession of the Society. 

Through The Assistant Registrar, -To-
Co· operati ve Societies, 

.....•...... Division. 

Registrar, 
Co·operativll Societiu. 

Bombay Presidency. 

In forwarding an amendment to the Registrar for sanction, a 
society should report whether due notice of the general meeting 
was given, the number of me moors attending the meeting, and the 
number who voted for the adoption of the amendment, and should 
attach an accurate copy of the resolutions of the general meeting, 
relating to each by-law amended or rescinded. (See also notes to 

. I. 3 under the head. ' By-laws of Societies' at p. 15 ante. ) 

The Registrar may register the amendment.-The 
Registrar is given the discretion to register the by-laws under 
s. 10. Therefore, it is necessary to allow him discretion in the 
matter of the amendment of by-laws also. Otherwise the discretion 
given under s. 10 will be nullified. Suppose, ~ society wants to 
get itself registered; ~t puts up certain by-laws which the Regis· 
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trar disapproves and does not register the society on that account. 
The society then alters the by·laws in such a way that the same 
are acceptable to the Registrar and the society is registered. But, 
at the next general meeting it may change all the by-laws, and 
if they are not contrary to thE) Act, no discretion will be left to 
the Registrar; he will be bound to register them; the discretion 
given to the Registrar under s. 10 will be thus entirely nullified.
Bombay Legis/atiu Council Debates, July 23, 1925, ( See also 
notes to s . .,. under the head • The 1)(}u,eI" of Re.l?istration' at p. 29 

nrul also noies tu 8. ;; linde-/' the head 'll-fay be registered' at p. 6fe. ) 

An Appeal may be made to Government within two months 
against an order of the Registrar registering an amendment and 
alEO against his decision refusing to register an amendment (If 
by-laws (s. 64). 

Rights and liabilities of members. 

17. X 0 person shall exercise the rights of a mem her 

No rights of 
membership to 
he exercised till 
due payments 
are made. 

of a society unless or until he has made 
such payment to the society in respect of 
membership, 01' acquired such interest in 
the society as' may he prescribed by the 

rules 01' the hy-Iaws of such society. 

Commentary. 

History.-This is s. 12 of the Co·operative Societies Act, 1912. 
except for the fact that the word' person' is used in the place of 
the word 'member' occurring in the old Act. (See Appendix B). 

Model Articles of the Indian Companies Act provide: 
.. No member shall be entitled to vote at any general meeting un
less all calls or other sums presently payable by him in respect of 
shares in the company have been paid ".-Regulation 63 in Table 
A in the Ftrst Schedule tmnexed to the Indian Companies Act, 1913. 

(See also nows undel' the head' A member' at page 16antf'.) \ 

The payment required to be made before a pt>rson can exercisf)· 
the tights of membership is that of the admission fee. T)fe acquisiV 
tion of interest referred to in the Act is that of a Stl",'or th'1/ 
~ini~um number of shares prescribed by the bYtl~",s,\f ? C~r}t~/I . 
18 falsed by shares. . ,~ ft1...J'! f f ,'/';"V "V 
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A member is a person admitted to membership [so 3 (c)] on 
his application and election by the Committee. All persons join. 
ing in the application for the registration of societies become 
original members (ibid). The importance of a careful selection 
of the original members cannot be over-estimated. It is they who 
choose future members and set the standard of the society. The 
society is empowered by Rule G to make by-laws in respect of the 
maximum number ofmember3 that may be admitted and the terms 
of admission, i.e., to prescribe the fees, share or instalment, etc., as 
the case may be to be paid by a person before he is entitled to ex
ercise the rights of a member or tv enjoy the benefits of the society. 
The rights and liabilities of members are dealt with in various 
sections of the Act, in rules under s. 71 of the Act (for Rules see 
Appendix A) and in the by-Ia~s made under the rules. ) 

Some of the rightl of a member are the following: 
(1) He is entiUed to attend general meetings[s. 71 (2) (f)] annual (s.12) as ~. 

well as special generlll meetings (s. 13). (2) He has a right to vote at the meet. 
ings (s. 18). (3) Neither the Act nor the rules framed by local Government 
provide for a managing committee but the existence of one is presumed. 
Though it is left to the society to make by-laws [Rule 4 (d) J in respect of 
the mode of appointment and removal of members of the committee a memo 
ber has a right to vote for the committee. (4) In the case of credit societies 
he is entitled to obtain a loan on conditions laid down in by-laws of a society 
( Rule 4 (bl). A society is proJ.ibited from making any loan tn a member 
ou a boud secured by the suretyship of a non·member (Rule 11). (i',) He 
hIlS a right to deposit. his surplus money at interest with the society if the 
society can employ the money usefully as provided by the by.laws pre
scribing the manner in which capital should be raised (rule 4 (e» with the 
limitation regarding agricultural credit societies as stated in Rule 10. (6) 
His share or interest in the capital of a society or in the provident fund of 
the 80citlty shall not be liable to attachment or sale (s. 26). (7) He may 
iransfer his share or interest but he remains liable for two years (s. 28) subject 
to restrictions laid down in s. 19. (8) The society is to pay to the person 
nominated by him, the value of his share or interest on his death (s. 27) • 

. (9) He is entitled to a share in the profits when these are distributed iu 
accordance with the by-laws [s.40, Rule 4 (g) and Rule 25]. (10) He is 
exempt from income tax in respect of dividends or other payments received 
by him on account of profits (s. 33). (11) He is entitled to a copy of the 
Rules and by.laws and also to a copy of the annnal return and balance sheet 
on payment (Rule 16) and also of audit memo. (ibia). (12) He may inspect tne 
bo<:,ks at all reasonable hours at the society's office except the deposit and 
loan account of any other member. (Rule 19). (13) He may appeal against 
an order directing a aociety to be wound up (ss. 47 and 64). (14) Hemal 

13 
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appeal against the award of an Arbitrator (ss. 54, 56 and 64). (15) On the 
deatb of a member the society has to pay back within one year to the 
heir or nominee the balance of his share or interest in the society (s. 27). 
(1S) The liability of the estate of the deceased member is limited to one 
year (s. 29). (17) He may institute proceedings against officers of the 
lIociety tor offences committed (s. 60) with the sanction of the Registrar. 
(18) He has a right to withdraw if he disagrees with the decision of the 
majority. In unlimited liability societies tbis is an important right because 
it enables a member to withdraw before a liability is incurred to wbich 
he objects (s. 28). (19) He may in collaboration with other members insist 
on an inquiry by the Registrar (so 43) and to have the society wound up 
(I. 47). (20) He may combine with other members to insist on a special general 
meeting being called (s. 13). (21) He has a right to obtain all the necessary 
information concerning the solvency and good management of the society. 

Some of the disabilities of members are ; 
(I) He haa ooly one vote. (s. ]8). (2)·A member is not entitled to a share 

of the reserve fund (so 39). ell) He caunot sell his sbare to anyone not 
approved by the society (s. 19). (4) He cannot get a loan on the suret,y-Ibip' 
of a non-member (Rule 11). (5) He nnnot be represented by a legal prac
titioner in arbitration proceedings (s. 54 and rule 36). (6) He cannot be a 
member of another unlimited liability society (Rule 45). (7) He cannot 
pledge his shares with the same society for loan (Rule 9). (8) Immediately 
be signs the application for registration (s. 9) be incurs all liabilities for 
two years (s. 2R) even if he withdraws at once or witbholds payment 
prescribed. (9) He must assume joint liability when prescribed and becomes 
unconditionally (s. 71 (d» bound by all the rules aud by-laws. (10) He may 
be expelled for reasons stated in by-laws from the society at a general 
meeting. The most common is if he intentionallY does any act likely to injure 
the credit of the society. (ll) He may be called upon to contribute to the 
assets of the society in case the Registrar orders it to be wound up (s. 4.) 
even though debts were incurred prior to his admission. 

18. (1) No member of any society shall have more 

Votes of 
membors. 

than one vote in its affairs, provided that in 
the case of an equality of votes the chairman 
shall have a casting vote. 

(2) A society '~'hich has invested any part of its 
funds in the shares of another society, may appoint 
one of its members to vote in the affairs of such other 
registered society. 

Commentary • 
. Old law.~Cf. s. 13 of Act II of 1912 (see Appendix B). , 
·Principle.-A prescription not so much of intrinsic necessity 

to· co-operation as a condition forced upon it by extrinsic con-
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.ideration is the rule of 'one man one vote' which in most countries 
has been made part of the law applying to co-opeartive societies. 
In a co-operative society capital is a mere instrument, and 
control must be exercised by the members as such and not as in 
a joint stock company according to the capital that they happen 
to have contributed_ Moreover, the principle of brotherhood and 
equality which is at the bottom of co-operation, equally leads. to 
the inference that voting power should be equal and should be by 
head and not be based on any other standard_ Co-operation re
gards shareholders as members and not as lenders of capital and 
it is this creed that makes co-operation treat all shareholders 
alike be they holders of only one share or of a hundred shares. The 
rule of one man one vote is, therefore, that which has been applied 
in practice to a co-operative society. It is of course arguable that 
it would be even more inconformity with co-operative principle 
that control and, therefore, voting power should be in proportion 
to the custom brought by each member to his society, by the 
labour done by him if it be a Producers' Society or by the business 
done with him if it be a society of a different type_ This, howevere, 
would entail hardship even if the assumption would be reasonably 
made. The principle actually followed is, tharefore, in practice 
more advantageous and more practicable. It is of course a neces
sary consequence that in a co-operative society the quorum is based 
upon the members present alt.d not upon the shares held by them as 
in a joint stock company. The Fourth Conference of Registrars, 
1909, thought that to allow IOOl"evotes than one to members would 
lead to intrigue and undue influence on the part of wealthy mem
bers and, therefore, recommended that the principle of one man one 
vote should be applied to all societies. The Committee on Co-opera
tion in.India, 1915, said: .. The ultimate authority must be retained 
in the hands of the members who must continue to take a practical 
interest in the business of the society. The constitution should be 
purely republican and to attain this object it is inevitable that 
each member should have one vote and no more in a general meet. 
in~ The Committee on CQ-operation, 1915, at page 73 of the v 

Report observed:-
.. In new Banks we would recommelld one vote per head as the fairest 

8ystem and likely to keep alive 'most interest among ordinary members 
without deterring those who can afford it from Bubscribing to more than 
one share_ The precaution of giving each member one vote only is no doubt 
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1081 necessary in cases where the Dumber of shareholders is large, but even 
here it (lan do no harm. Apart from this, we think that, the object of a 
bank being to extend a sbare· holding interest to as many suit.able mem
bers of the public as are willing to come forward and take up co-operative 
worK, it is advisable, so long a8 enough share capital can be obtained in 
the ordinary way to adhere to the limits fixed by the Act." 

No member shall have more than one vote.-A society 
is an association of individuals with equitable participation and 
control; it is not a union of capitals, but· of persons, hence an 
essential element in any true co-operation is that one man should 
have one vote only, and this is regarded by.nearly all authorities 

. as a fundamental principle. It is this rule of equal votes which 
distinguishes co-operation from co-partnership. S_ 13 of the Co
operative Societies Act, 1912, restricted the one man one vote 
principle to unlimited liability societies. But the principle which 
in all countries has been accepted as the basis of co-operation has 
been extended in this section to aU classes of societies.-See Stale
,mellt of Objects and Reasons to the Bombay Oo-operative Societies 
Bill-naw Act VII of 1925. 

Voting by Proxy.-The Fourth Conference of Registrars, 1909. 
thought that if a member of a Co-operative Society'did not take 
sufficient interest in its affairs to attend its meetings he should 
not have a vote. S. 13 of the Co-operative Societies Act of 1912 
provided for voting by proxy in the case of corporations and 
societies which were members. The Select Committee which 
considered the Bombay Co-operative Societies Bill was of opinion 
that voting by proxy was objectionable even in the case of 
delegates from societies. It was urged that it is the presence, 
the argumifuts and views of a member that count more than his 
vote and, therefore, an absent member cannot be allowed to vote 
by proxy. A member cannot be allowed to vote in support of his 
own views and also to vote for absent members in support oftheir 
viows, which because of thejr absence others had not the opportunity 
to modify by arguments. 'l'he admission of proxies is discouraged 
with a view to bring the members themselves to the meetings and 
to make them take lively and personal interest in the society, and 
its conduct and to prevent a few persons from carrying their 
personal views by means oflightly and ignorantly given proxies. 
Proxies have not been expressly excluded by the Act but it is only 
in rare cases, for instance, when the membership is scattered over a 
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very large area such as a co-operative society for railway employees 
that permission is given by the Registrar to the members to 
vote by proxies. 1\1 r. Cahil thinks that in adopting this course 
the law aims at securing the actual presence of members and 
maintaining in this wayan essential charactel'istic of a co' 
operative society as a combination of persons as distinct from 
a mere union of capitals. (Report. to lite Board of .Agriculture 
al/d Fisheries of an enquiry into A(,rirulfuml C,'edit and Agricultu
ral Co-operation in Germany, ) . 

'A society may appoint one of its members.'-A society 
may choose to delegate its powers to the Managing Committee or
it might reserve it to the general body. These matters of detail are 
left to the by-laws. Therefore, it is thought proper to give discre
tion so that the member to be appointed to represent the society 
Dlay be chosen by the general meeting or the selection may be 
made either by the managing committee or by the chairman_ 

19. (1) The transfer or charge of the share or in

UllIItrictiODS 
011 traIJ8fer of 
share or iu
terest. 

terest of a member in the capital of a 
society shall be subject to such conditions 
as to maximum holding as may be pre
scribed by this Act or by the rules. 

(2) A member shall not transfer any share held by 
him or his interest in the capital or property of any 
society or any part thereof unless 

(a) he has held such share or interest for not less 
than one year; and i 

(b) the transfer or charge is made to the society or 
to a member of the society or to a person whose appli
cation for membership has been accepted by the society. 

Commentary. 
Hiatory.-S_ 140 of the Co-operative Societies Act, 1912, has been 

reproduced with some additions and changes. (See Appendix B). 

The respective rights of a company and its share
holders in relation to the rights of transferring the company's 
shares are stated in ss. 28, 34 and 35 of the Company's Act, S, 28 
confers on the shareholders the right to transfer their shares. It 
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also confers on the company the powers to restrict that right and 
prescribe the mode of transfer by its articles. which usually pro
vide that no share (or no share not fully paid up) shall be 
transferred to any person of whl)m the Directors do not approve. 
The object of this provision is to prevent the introduction of insol
vent or otherwise objectionable shareholders. The Directors have 
to pay regard to the reserve liability which might become valueless 
if the shares passed into the hands of minors and paupers and 
where the Directors are acting bona fide, they may refuse to 
register a transfer without giving reasons or objecting to the 
transferee. The Company's Articles must. therefore. be looked at 
to ascertain the mode of transfers and the restrictions placed up
on it. If the Company's Articles of Association contained no 
restrictions the shareholder has an absolute right by virtue of s.28 
of that Act to transfer his shares. By s. 34 the transferee of a 
share has the same right to apply for the registration of the 
transfer as the transferor has. S. 35 confers the right of transfer
ring the share of a deceased shareholder on his legal representative. 

Transfer or charge of the shares 

The term" transfer" implies the making oyer of posses
sion or control to another. 

Charge.-In this country this corresponds to the term "lien"in 
English Law. In England the lien is defined to be an obligation 
which by implication of law and not by express contract binds 
real or personal estate for the discharge of a debt or engagement. 
But it does not pass any property in the subject of thll lien. A 
charge results as soon as the property of one person is made security 
for the payment of money to another. It is not necessary to con
stitute a charge that the property should be specific. A charge is 
only a security for the payment of money to another, which may 
be due either as a debt or a claim. There is no transfer of interest 
in charge. It is only pledged as a collateral security. 

Interest means personal possession or right of' control or 
participation in ownership; the legal concern of a person in the 
society or the right of enjoyment of advantage. (c/. Century 
DictionarlJ· ) 

Capital does not mean here the funds of the society or the 
working capital. It refers to the capital owned by the members 
in their corporate capacity. i.e., society's ownud capital. . 
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Transfer to minors.-In an unlimited liability of the society 
it is desirable that a member should be over IS years of age be
cause, minors cannot incur unlimited liability and liability 
cannot be enforced against them, even on winding up whether the 
society is limited or unlimited. In a limited liability society 
transfer to a minor is to be restricted by rules under s. 71 (d). 
But the Government of Bombay have not prescribed any condi
tions relating to shareholders, i.e., that they must be over 18 years 
and so on. Neither have the Govel'nment of Bombay l'estricted 
the transfer of shares by framing any rules regarding admission 
of members, i.p., they must be over IS years of age. The question 
of the admission of minors is left to by-laws of societies. This, 
however, requires the approval of the Registrar. 

Conditions as to maximum holding of shares are not laid 
down in rules but s. 6 states that in a society with limited liabi
lity and a share capital no member should hold more than one
fifth of the share capital of the society, or have or cillim any in
terest in the share of that society exceeding three thousand rupees. 
In the case of Housing Society it is increased to Rs. 10,000 
[see notes to s. 6 and also the l'emarks under s. 71 (2) (p)]. 

Restrictions on transfer of shares or interest under 
Co-operative Societies Act.--As has been pointed out else
where the essence of co-operation is that each shall work for all 
and all shall work for each in the attainment of their common 
need; this object cannot be achieved unless the members have free
dom to choose with whom they will associate, and freedom to correct 
the choice or to withdraw. Each member must be able to express 
his opinion on the advisability of admitting others. Thus, admis
sion must d(lpend on popular elections. Restriction on transfer 
of shares is placed to maintain the co·operative character of a 
society. The Committee on the Establishment of Co·operative 
Societies in India, 1901, stated, that stringent conditions must be 
imposed on the transfer of shares in order to preclude the 
possibilities of societies falling under the control of speculators. 
Government of India resolution dated 29-4-1904 explained that 
"the object of this provision is to render impossible the acqui
sition by individuals of a predominent interest in such societies, 
to prevent speculation in connection with them, and to discourage 
those who might, desire for reasons of personal profit to avail 
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themselves of the facilities given by the Act. to start banks for 
other ends than those for which these societies are intended." 
For these reasons and also with the object of avoiding the danger 
of passing the control of co-operative societies into the hands 
of business rivals a statutory restriction is placed on the transfer 
of shares. It is also necessary to restrain frequent changes among . 
those who are liable. Otherwise it will be difficult to raise capital 
by inviting deposits from the public. The public will be prepared 
to deposit their money only when they know that the members 
are honost. industrious and such as have the adequate security 
to otter. This will be difficult if shares and for that· matter the 
members are changing frequently. S. 19 (b) of this Act which 
corresponds to s. 14 of Act II of 1912 restricts the transfer of 
share to the Society or to a member of a Society or to a person 
whose application for membership has been accepted. Such 
a provision is not found in the Company Law. One cannot 
seek to free himself from the responsibility by transferring the 
shares to another. Even after withdrawing a past member 
continues liable for contributions upto a period of two years. (See 
notes to s. 28). In an unlimited liability society the members 
heing jointly and severally liable for the debts of a society thll 
transfer of shares do not count much. 

Restrictions on frequent changes of shares.-As a check 
upon fraud and to prevent the subscription for shares merely 
with the object of avoiding attachment it is provided that the 
shares must have been placed with the society for a period of 
not less than 12 months. 

J n the case of credit societies with unlimited liability thore 
are other considerations also. namely:-

(1) Members must see that only respectable persons well
known to them are admitted to membership or otherwise they 
themselves will be called upon to make good the loss. (2) Every 
member must make it sure that a new member will be able to bear 
his share of the common burden. (3) A member must not be 
allowed to transfer his share or interest to anyone he pleases but 
must transfer it to or through the society, for the survivors must 
be sure that the transferee is fit for the liability. (4-) Every new 
member must be formally admitted by accepting his application 
for membership.. This is necessary as it will be ~ome proof that 
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he has accepted legal liability for the debts of the society as they 
stood on the data of admission. 

Notes -In a share society the possession of a share is a 
condition of membership. The transfer of shares is disclosed in 
the Register of Members which has to be maintained up-to-date 
as provided by BS. 21 and 30 of the Act and also from the two 
books namely the Share Transfer Register and 'the Register of 
Shares and Debentures which have to be kept by every credit 
society as laid down in Rule 14 (b), and (c) ( see Appendix A fOl' 
the Rules. ) The Register of Members is not primajacie evidence 
of the actual transfer but only of its date. 

])uties of societies 

20. Every society shall have an address registered 

Address of 
societies. 

in accordance with the rules, to which 
all notices and communications may be 
sent, and shall send notice in writing to 

the Registrar of any change in the said address within 
30 days of such change. 

Com~entary. 

Old law. This is s. 15 of the Co-operative Societies Act, 1912, 
with some additions ( See Appendix B for the old Act. ) 

Company Law.-Every company must have a registered 
office, and is liable to penalties in default (s. 72, Indian Compa
nies Act, 1913). All communications and notices may be 
addressed to a company at its registered office (ibid). A docu
ment (summonses, notices, orders, etc.) may be served on a company 
by leaving it at, or sending it by post to, its registered offic~ 
[ s. 1108, (ibid) J. The jurisdiction of courts in respect of proceed
ings under the Companies Act is determined by the situation 
of the registered office. Notice in writing of the situation of thCl 
registered office, i. e., the name or number of the premises, the 
name of the road or street and town and district and every change 
therein must be filed with the Registrar [s. 72 (2) oj "Indian 
Oompallies Act, 1913 J. 

The object of the address under the Co-operative Socie
ties Act is that all communications may be addressed to it.. It 

U 
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is not that a meeting of the members should be held at the address 
registered nor is it necessary that notice of change of place of any 
meeting should be sent to the Registrar. This is a matter for the 
convenience of the members who have to attend the meeting. It 
should, therefol'e, be left to their discretion. 

Change in address to be notified to the Registrar.
The application for registration under s. 9 requires the address 

of the society to be given (Rule 2, see Appendix A) thus, in every 
case original address is with the Registrar. It is, therefore, neces· 
sary to notify to the Registrar only the chango in the address. 

J 21. Every society shall keep open to inspection at 
Copy of Act, etc. to all reasonable time~ at the registered 

be open to inspection. address of the ~ociety-

(a) a copy of this Act, 
(b) a copy of the rules governing such society, 
(c) a copy of the by-laws of such society, and 
(d) a register of its members. 

Commentary. 

History:-This is s. 16 of the Co-operative Societies Act, 1912, 
with some changes and additions (see Appendix B.) 

Company Law.-A company is bound under penalty of fine 
to furnish copies of its Memorandum and Articles (if any) with 
alterations if there be any to a member on payment of fees (s. 2.'), 

Indian Companips Acr, 1913). The documents with the Registrar 
are open to inspection on paymont of fees. Any person is entitled 
to a certificate of registration of a company and to a copy or 
extl'act of any other document kept with the Registrar on pay
mont of fees [s, 248 (5) ibid]. Every company must prepaJ'o a 
balance sheet at least once a year [so 131 (I) ibid]. It shall be 
open to inspection by the membors [so 131 (e) ibid] for at least 
seven days before the general meeting [so 131 (3) ibid]. Every 
member is entitled to a copy of the balance sheet and the 
auditor's report on payment of fees (s. 135, ,:bid,). 

Inspection of books of account of a companf.-The right 
of tho shal'eholdors h inspect the account is strictly limited, for, 
if every shareholder were at liborty to examine tho accounts when-
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ever he desired to do so, it would be impracticable even for the 
accounts ever to be kept or made in a proper manner. The Indian 
Companies Act gives no right to the shareholder to inspect the 
Company'. books of account and practically the shareholder has 
no right of inspection except such as is given by the Articles of 
Association. But where such right is given the shareholder may 
inspoct the books and accounts of the company and may get them 
examined and reported upon by competent persons. It may be 
observed generally that a right to inspect includes a right to 
copy 80 that the inspection may be effective. Where a member 
has the right to inspect the accounts he may inspect thom by 
a skilled agent, i. e., an accountant or a solicitor or other agent 
against whom the Company has no reasonable grounds of objoc
tion . 

.. Maximum of publicity" in the dealings of the society is \ 
prescribed because in a well-constituted credit society some 
control and supervision, in truth, very rigid chocking is expected 
to be exercised by the great body of members themselves. Like 
the admission of oxygen in material things, it serves to keep the 
atmosphere pure and sweet. The periodical balance sheets and 
statements of accounts which are soen in the office of a credit 
society al'e not hung there for nothing. Membors are to be kept 
advised of what is going on, what money is lent out, to whom 
it is lent and so on, in order that they may, as neighbours 
check current dealings, and, in the event of their scenting mis 
chief. sound a note of warning. There is only one thing connected 
with the management of a society which must not on any account 
be disclosed; and that is the names of depositors with the amounts 
standing to their credit in the savings department. That informa
tion is kept sacredly. secret. Otherwise there is nothing which 
is not made public within the society to whoever chooses to 
enquire into it.- Co-opera/ian in India mj Wolff. 

The Act, rules, by.lawsand the register of members are / 
open for inspection even to non-members under the Co-opera
tive Societies Act. The main object of co-operation' is to lead 
the people to better life, by the development of thrift, self-help and 
mutual aid among its members, with the hope too that the idea 
of thl'ift, etc., may spread in the neighbourhood. This cannot be 
effected unless a largo number of people join the 1llovement. Thl!. 
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above-mentioned provision has, therefore, been made to enhance 
the credit of the society, to inspire confidence among depositors 
and others and thereby to attract the people to this movement. 
N. B.-Copies of the Act and Rules in the vernacular are supplied 
to all rural primary societies. 

Register of members.-It is incumbent on a society to 
maintain a register of members (rule 14). It is open to inspection 
even to non·members. (s. 21). It is prima facie evidence of the 
date at which the name of a person was entered as a member in 
the register, and also of the date at which he ceased to be a 
member (s. 30). 

For inspection of documents and fees to be paid for 
obtaining certified copies, see rule 16 (Appendix A.) 

Registrar may require, statemenll and periodical re
turns to be furnished.- See rule 17 (Appendix A.) 

Property Register must be submitted by every Housing Society 
to the Registrar on such dates and in such form as he may 
prescribe.-Seerule 17 (ibid). 

Quarterly financial statements to be furnished by 
Central Banks and Urban Banks with working capital of more 
than Rs. 50,000-See Rule 18 (ibid). 

Annual balance sheet must bo publishod and kept opon 
for inspection and a copy must be submitted to the auditor in 
charge of the society. [See Rule 19 (ibid)]. 

Note.-For a full discussion, seo notes under s. 71 (h) infra. 

Failure to comply with this section is an offence in 
the case of a Society with a working capital of Rs. 50,000 or 
more. See 8. 60 and notes thereunder. 

The resolutions and proceedings should not be kept open 
to inspection by the public. Resdutions are passed in the case 
of deposits and they form the proceedings. The deposit !,egister 
of members as well as of non-members is kept confider:.tial. But 
if resolutions and proceedings are kept open to the public thon 
the public will get the names of persons who have made deposits 
in the society and thereby the purpose of keoping the deposit 
register confidential will not be served.-Bombay Legislali're 
Council Debates, July 23, 1925. 
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22. (1) The Registrar shall by himself or by some 

Audit. person authorized by him in writing by 
general or special order in this behalf audit 

the accounts of every society cnce at least in every 
year. 

(2) The audit under t!ub-section (1) shall include an 
examination of overdue debts, if any, the verification 
of cash balance and securities. and a valuation of the 
assets and liabilities of the society. 

(3) The Regilltrar or other person auditing the ac
counts of any society shall have free access to the 
books, accounts and vouchers of such society and shall 
be allowed to verify its cash balances and securities. 

'The Directors, lIanagers, and other officers of the 
society shall furnish to the Registrar or other person 
appointed to audit the accounts of a society all such 
information as to its transactions and working as the 
Registrar or such person may require. 

(4) The Registrar and every other person appointed 
t~ audit the accounts of a society shall have power, 
when necessary 

(i) to summon at the time of his audit any officer, 
agent, servant or member of the society who he has 
reason to believe can give valuable information in 
regard to any transaction of the society or the 
management of its affairs, or 
(U) to require the production of any book or docu~ 
ment relating to the affairs of any cash or securities 
belonging to the society by the officer, agent, servant 
or member in possession of such book, document, 
cash or securities. 

Commentary. 
History.-This is s. 17 of the Co-operative Societies Act, 

1912, with some additions and change~ (see Appendix B). 
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N. B.-See uotes to s. 3 uuder the head I Audit claEsificatiou at p. 21 aud 
, Audit' at p. 29 allte. (See also the chapter ou • Audit, Inspection 
and Supervision' in the Handbook of Co-operation for Societies in Bombay 
aud Sind by the writer) 

Every CompanJ shall at its Celieral Meeting appoint 
an auditor or auditors to hold office until the next annual 
general meeting. If no such appointment is made the Local 
Government may, on the application of a member apl10int an 
Auditor for that year and fix his remunoration.-S. IN, Indian 
Companies Act, 1913. 

The auditors are agents of the shareholders and their 
duty is to act as a check upon the Directors, and to give an 
assurance to the shareholders that the balance sheet and the report 
are a banafide and correct statement of the affairs of the Company. 
-8; U5, Indian Companies Act, 1913. 

"Every Auditor of a Company shall have a right. of 
access to the books, accounts and vouchers and shall be entitled 
to require the necessary information and explanation (s. 145, ibid). 

It is the duty of the auditor to make a report on the ac
counts examined by him and on the balance sheet; stating 
whether it exihibits a true and correct view of the state of affairs 
according to them as shown by the books and the information 
supplied to them.-8. 145 (ibid). 

Audit may be said to be such an examination of the 
books, accounts and vouchers of a business, as shall enable tho 
Auditor to satisfy himself whether or not the Balanco Sheot is 
properly drawn up, so as to exhibit a true and correct view of 
the state of the affairs of the business, according to the best of his 
information and the explanations given to him and as shown by 
the books j and if not, in what respects it is untrue or incorrect. 
-Spicer and Peyler's Praclical Auditing. 

The two principal reasons for which an Audit is institut
ed are: (a) 'Ibe detection of fraud and (b) the detection of errors .. 

Frauds may be divided broadly into two classes: (1) defalca
tions, involving either misappropriation of money or goods and 
(2) the fraudulent manipulation of accounts not involving de
falcation. 

Misappropriation may be concealed by the inclusion of 
fictitious payments and by the omission of the receipts. 
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In regard to the detection. of the errors, it must be re
membered that what at first sight appears to be merely cll)rical 
errors are often ultimately found to be due to fraudulent mani
pulation. and it is. therefore. important for the Auditor to care
fully exam iRe the cause of any error however slight it may appear 
to be. 'Errors may be classified under the heads: (1) Errora of 
Omission and (2) Errors of Commission and these may again be 
classified as (3) Clerical errors and (4) Errors of principle. While 
there is a further type known as (5) Compensating Errors. 

Errors of omission arise when any transaction' is left 
either wholly or partially unrecorded in the books. They are 
very difficult to detect. and may not be discovered until the ac
counts of previous years are compared. 

An error of commission arises when a transaction is in
correctly recorded. either wholly or partially. The error may 
not be discovered until the transaction is vouched or otherwise 
checked. 

Clerical errors are due to posting an item to a wrong account 
or to an incorrect posting. but one of the same class to which it 
should have been posted. 

Errors of principle arise by reason of a transaction being 
recorded in a fundamentally incorrect manner. 

Compensating errors ace those which are counter-balanced 
by other errors so that they are not disclosed by the Trial Balance 
Shoot. 

Audilor.-It is impossible for individual shareholders to be familiar 
with the details of all the various businesses in which they may be inter
e&ted as ah ueholders ; moreover the Articles of Companies do not, 8S a rule. 
permit individual shar .. holders to have access tu the books and accounts; 
and consequeutly, the shareholders as a body are entirely dependent on the 
Auditor appointed by them. In addition, the audit acts as a check upon 
the Directors aud aR a precaution against fraud on the part of employees; -
whilst the Auditor is often able to render valuable assistance by reason 
of his expert kuowledge in matters of account aud finauce generally. (This 
is specially the case with regard to auditors appointad to audit Co-opera
tive Societies.) The Auditor is in a position to make valuable suggestions 
with regard to the improvement of the system of accounts in use and the 
expert knowledge of accounts at his command should prove of advantage 
to the busiuess. 

The qualitiea required of an Auditor.-The Auditor should have a 
wide knowledge of the theory aud practice of Book-keeping and Accounts 
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and should be so familiar with the underlying principles thereof, that he 
can apply them without difficulty to transactions of which he has 
no previous experience. It is impossible for a man to audit an account 
properly unles8 he is capable of preparing that account himself. It is a 
safe rule for the auditor to adopt that no transaction should be passed the 
precise meaning of which is not understood. There is no use of items being 
passed blindly as such a mistake will land the auditor in trouble sooner or 
boor. It is no~ possible that the auditor has experience of all kinds of 
business and before auditing a c()ncern wiih the nature of whose busine88 
he is not sufficiently w!.'lll·acquainted he would do well to put inOOlligent 
questions and elicit sufficient information to criticise the transacticns. 

An audit-or must possess in some considerable degree that characOOr
istic of genius-an infinite capacity for taking pains; he ehould 
possess tact and patience; he must be conscientious, and must 
not be hurried into signing a certificate or report until he has 
received the whole of the evidence which he requires or sign under a 
promise that evidence required will be forthcoming the next day. He must 
exercise constant vigilence; he must not allow his work to become auto
matic, or to lapse into a mechanical routine. He must be accura!.e, since 
his function is to detect the mistakes of others; he must be methodical ill 
order that no detail of his work may be omitOOd; he must be cautious, but 
he need not be su~piciou8. 

A Co-operative Auditor has often to deal with honorary. workers, he 
should, therefore, be a man of good temper and tact. He should possess a 
thorough knowledge of the Act, rules and by-laws of the various insti
tutions and departmental instructions. (These are contained in Circulars 
issued by the Registrar from time to time; See Hand-bock of Co-operaLion 
for Societies in Bombay and Sind by the writer.) He should have a general 
knowledge of the rudiments of the law of limitation, the Hindu and other 
laws, the Code of Civil Procedure, the Dekkhan AgriculturidtB' Relief 
Act, the Laws of Banking, etc. He must be a man of high ideals and good 
character possessing the strength of conviction being as fearless in expo
sing and pursuing errors as polite in his movements with the co-operators. 

Tile audii of a Company and a CD-operative Society.-In companies the 
burden of securing an audit()r for the proper audit of accounts is cast 011 

the shareholders themselves. They appoint an auditor to carry out an 
independent investigation into the affairs of the company and report the 
result to them. In cO'operative societies the responsibility for audit is 
fixed by law on the Registrar and the audit is as much for the Govern
ment to satisry itself whether the societies are developinll on sound lines 
to the satisfaction of creditor. as well to th~ benefit and safety of the mem
bers. 

Joint-stock companies are essentially profit seeking concerns. The most 
important result of an audit in this case is to disclose profit availaLlo 
for diviJend. In a co-operative society profits playa lesl! important part. 
For Dny profit made should ultimately come from the members themselv(,s. 
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How far the Bociety haa been able to carryon business on co.operative 
lines securing ultimate material and moral improvement. of the members 
is what is important in a 8Ociety; In other words, a Joint·Stock Bank 
may be considered 80und 80 far aB it makes profits and is abie to pay a decent 
dividend, but in a co.operative society the mere fact of working at a profit 
is no proof of the society's succellilful :working. 

N.ture of Co·operative Audit.-The ordinary purpose of an audit of 
any company or 80ciety is to Bee that the accounts are properly kept and 
to present to those interested a correct statement of the society's or con. 
cern's financial position. This is as necessary in the case of a co·operative 
lociety (which is a business organisation with a special mode of doing 
business) .. in the case of any other business organisation. The essence 
in the principle of audit is that the agency employed should be independ· 
ent of the personll who are directly concerned in the conduct of the affairs 
of the business; for, there can be no useful purpose served at any rate in 
the matter of rousing public confidence, by one auditing one's own accounts 
and certifying to their corActness. On the other hand, one stands to gain 
by having them certified by other competent persons. The essential requisite 
of audit, i. 6., independence of the agency conducting the audit is best pro
vided for in Government audit of co.operative societies. The Govern· 
ment auditor does not depend upon the shareholders or members for his 
appointment and, therefore, he can be under no obligations to the societies 
in hiB charge. While even in the case of a company there is nothing to 
prevent it from appointiog one of its shareholders as auditor, provided he 
posses&es the reqnired qualifications, the Co.operative Auditor is prohibited, 
from becomiog a member in any co.operative society (except a Consumers' 
Society including a Housing Society on a co.partnership tenancy hasis
G.R. R.D. No. 5977 of 6.Z.1923) which is not organised speci:Llly for the benefit 
of the Staff of Co.operative Department (G. R. R. D. No. 5977 of 6-2-1923). 
He cannot even make deposits, lend or invest funds or take aoy loaos either 
for himself or his family or stand surety for any person borrowiog 
from a society or otherwise acquire aoy sort of interest in the societies 
(ibid). (Forfurther information, see the Hand·book of Co·operation for Socie. 
ties in Bombay and Sind by the writer.) Even the audit of big societies 
luch as Central Baoks and Urban banks is carried through Special Auditors 
appoioted by Government and for whose maintenaoce special audit fee is 
levied. All this is done because there are special features about the audit of a 
co-operative society. The Registrar (who is respoosible for acceptiog the 
audit and who must prescribe its conditions) is bound by his duty to the public 
to see not only that the audit is mathematically correct but also that the 
affaira of the 80ciety are being conducted in a truely co· operative spirit, 
or in the words of the Act (if. s. 5) II in accordaoce with Co.operative 
principles." This needs a more detailed scrutiny into the policy of the 
acts of the 80ciety than would be required of an ordinary auditor. 

Audit uoder the Co.opera.tive Societies Act, therefore, is not 'only au 
annual official iospection by the Registral' or some one authorised by him 
into the financial position of a society, embracing all the. book~ 
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and every transaction of a society, but it extend!! to a detailed examination 
of the method of work and of the society's knowledge of and conformity to 
co-operative principles. ( F!fth Confel'ence of Registrars, 1911 ). The 
Registrar is concerned not only to discover and expose what is wrong about 
the working of societies, but also and even more 80 to alsist societies to 
correct the mistakes and do their work rightly in future. This makes it 
necessary that the audit of a Co· operative Society should go muoh beyond 
the 'scrutiny of what has been done in the past. Indeed the auditor is as 
much the guide, councillor and friend of the society as an inquisitor of 
mistakes (The Madras Co-operativII Matlual, 1930E4.). 

It has been poiuted out that in a Juint-stock Company the auditor is 
mainly an agent of the ehareholders and an officer of the Company 
appointed and paid by it. The main object ot its audit is. to enable the 
IIhareholders to be assured that the accounts presented. by the Board of 
Direotors are correct and that the Direotors have not utilised their position 
for their own private gain and to the detrimllnt of the Company's interest. 
Under the Co-operative Societies Act the· auditor is an agent of the 
Government, the audit is in faot a state-controlled audit the main object 
of which is to enable Government to be assured that the ·societies are 
progresaing ou sound lines. It appears that that view is implied in the clause 
of the Act which imposes the duty of making an audit on the Registrar 
and his nominees (Commitee 011 Co·operatioll ill ]"dia, Igif,). 

The Company audioor while conducting the audit examines the· over-due 
debts and verifies the assets and liabilities. In the case of loans on per
sonal security or mortgage of property, the Company auditor examines the 
bonds and the deeds and inquires of the Directors about the probable value 
of the properties and the personal securities, and when there be no. susVi
cious circumstances. he accepts tl:!eir certificates and on their strength 
reports that the assets are properly valued The liabilities are similarly 
verified by vouching the receipts of the share capital, issue of debentures, 
creditors' statements, Profit and Loss account and appropriations. As regard~ 
technical audit, the duties of a Co.operative Auditor include an examin
ation of overdue debts, etc. But it is not merely a preparation of balance 
sheet but is also an adequate check of the list of the mllterial assets of the 
members. The work also includes an inquiry into all the circumstances which 
determiue the general position and characterise the working of the sooiety. 
The auditor has, therefore, in addition to verifying to the truth and correct-
ness of accounts -

(1) to ascertain that loans are .made for the purposes authorised' and 
011 adoquate security and are paid to the proper parties, and the time for 
repa;vmeut is fixed with reference to the ability and convenience of the 
borrower i 

(2) to see that extensions are given ollly in the cases where they are 
really called for i 

(3) to examine the· repayments in order 'to sea whether mere book 
I1djustmllnts are taking place i 
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(4) to verify the Property Regiatel'; 
(5) to submit a detailed report on all overdue delJts, statiog what 

.tePI are being taken to recover them and how far the auditor considers 
the stept adequate; 

(6) to verify the genuineness and regularity of all personal security 
and mortgage bonds and also verify the loans by personal inquiry, wlJere
ever possible ; and 

(7) to see that the Act, Rules, the By-laws and the Registrars in-
structions Ire strictly followed. . 

The Joint·atock Companies' Auditor has 'nothing to do with the prudeuoo 
or imprudence of making loanl with or without security. His duty is merely 
to BBCertaiu and state the true financial position of the Company at the time 
of the audit. It ia uo part of hia duties to give advice IIoB to tho ~dlJlinistratiou 
of the Company. Aa has been aptly put, a Joint-ptock Auditor lDay be a 
watch-dog but ia not a blood-hound while a co-opt-rative Auditor on the 
other hand ia nothing, if not a blood-houlld, 

Urban Ind Diamct Central Bauka, for installce, are the most important 
inatitntions ill the co-operative structure and if any serious break-down 
ocepra ill their working, the Government on account of it,. position behind 
the IDOvemelit ia looked up to for the neceuary help. (In other prQvinces, 
recently, auch occasionll for promise of Government help have actually 
ariaen and in Burma, the Governmeut hlloB already agreed to bear a los8 of 
20 Iakhs,) 

To summarise the whole position, .. Co·operative Audit" is something 
much more than Audit in the technical aense. It includes the gcneral 
examination of the working of thlillOciety and giving proper advice with 
regard f() ita administration which is not ordinarily a part of the mere 
statuf()ry auditor's duties. The officers, though designated II .\uditors" are 
really Inspectors and Superviaors aud constitute the cbief agell cy through 
which the Government which is behind the movement enforces its will aud 
directa the whole policy. 

The object of auditing of a society's accounts is to pl'Otect 
the members against the misconduct or incompetence of the 
officers. 

(1) State.controlled audit allures Government that 
societies are developing on sound lines. The Government of 
India in their Resolution (Dept of Rev. & Ag.) No. 1-63'3, dated 
29-4-1904 pointed out that since the societies were to enjoy 
exemption from the general law and facilities of a special natul'e, 
it was necessary to take such precautions as might be needed 
in order to prevent speculators and capitalists from availing 
themselves, under colourable pretexts of privileges, which were 
not intended for them. The Government of India again by 
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their Resolution No. 12-287-1 dated 17-6-1914 said "Without 
some degree of Government supervision, Registrars would lose 
touch with societies and the outside public, who depend 
largely on the information possessed by Registrars, and who 
value the scrutiny, carried out by those on whom they rely, 
would lose that confidence in the financial position of the 
societies which it is so essential to maintain ....... It is necessary, 
therefore, that societies should be controlled a,nd audited by a 
reliable staff which can' keep the Registrar informed of the 
financial position of the societies, and it is also necessary that the 
agency employed should be such as will ensure the confidence of 
the money-lending public ............ The Committee on Co-operation, 
1915, at p. 57 of their Report said: "In the case of primary co-oper
ative societies in India at the present stage the audit is intended 

- primarily to assure Government through whose agencies the 
societies were formed, that they are developing on sound lines. 
The audit is in fact a state-controlled audit and· it appears that 
that view is implied in the clause of the Act which imposes the 
duty of making an audit on the Registrar and his nominees. It 
is through audit alone that an effective control can be exercised ... 

(2) It i. necessary to safeguard the interests of 
outside investors.-This can only be done when there is 
supervision to such a degree as will affOl'd some guarantee 
against serious loss. The Act insists upon regular audit and 
provides for inspection of the affairs of societies either at the 
request of creditors or when the Registrar considers this neces
sary. If the supervision and control is weakened or withdrawn, 
then it appears certain that deposits in co·operative banks will 
be taken out and that fresh deposits will not be made. If the 
average depositor holds this view, then it is certain that no 
commercial bank will entertain very seriously any proposals to 
finance co-operative credits unless it is satisfied that Government 
has made proper arrangements for the control or audit of Central 
Banks and Societies. 'l'he term "Audit" must in so far as 
Co-operative Institutions are concerned, include an inspection 
of their affairs and especially an investigation into the methods 
of working. A Society or Bank which is not observing its by
laws and the provisions of the Act and of the Rules made there
under is a menace to the stability and reputation of the co-



Sec. 22] Bombay Act VII of 1925 117 

operative movement generally.-Report of the Commitfee on 
Co-operaljve Socie{zes in the Central Pravinces, 1922. 
It need not be mentioned that the average depositor in 
the Co·operative Bank attaches great importance to the fact that 
Government undertakes the responsibility if not for the direct 
audit at any rate for supervision and control of the audit of 
Co-operative Institutions. In other words audit gives the out
side public and the members more confidence in the management, 
and even when no financial assistance is received from Govern
ment the society will obtain valuable privileges under the Act 
and it is reasonable that they should at the same time be obliged 
to submit their accounts to some check such as that of an official 
audit.-G. R., R. D. No. I 63-3 dated 29-4-1901. The .8oyal 
Commission on Agriculture in India (1928) was of opinion that 
one of the main causes of the failures of societies was the lack 
of requisite education and of adequate supervision and guid
ance. Members of co-operative societies were not sufficiently 
trained to assume the responsibilities thrown upon them. 

(3). To ensure successful management nothing is more 
important than constant and vigilant I!crutiny of the accounts 
and examination of the general management, through the agency 
both of the Registrar's staff and of the co-operative institutions 
themselves. S. 22 of the Act prescribes that every society shall L/ 

be audited at least once a year by the Registrar or some person 
authorised by him. An' inquiry' or • inspection' under certain 
special circumstances is provided for in ss. 43 and 44 of the Act. 
Both audit and inspection are carried on under the ultimate control 
of the Registrar, and it rests with him not to confine himself 
merely to, the obligatory duties impoEed by the Act but also to 
watch and regulate the whole efficiency of the movement. 

(4) Audit is necessary to prevent misappropri. 
ation and fraud.-It is necessary to prevent fraud 
on unintelligent ryots which, apart from the immediate hardship 
which it would cause, could not fan to have a most fatal effect 
in discrediting the system of co-operation. It is necessary to 
sound a note of warning that there is no greater danger to co
operative societies than that of misappropriation owing to lack 
of supervision and insufficient audit. 
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(5) Audit also helps to instil a sense of relponsibilily 
in the employees thus stimulating efficiency of work including 
account keeping. 

(6) The managing Committee requires a sheltering 
authority.-Auditing has regard to actuarial account keeping. 
Inspection applies to the use which the Panchayat (Committee) 
has made of its discretionary powers. Situated as it is, with 
claimants coming to it with requests from all sides, the Panchayat 
wants such a sheltering authority to shield it against improper 
demands. Neighbourly overkindnesR is not, however, the only 
failing that Panchyats are liable to. Indeed the catalogue of short· 
com"ings and abuses, such as actually occurred in India_Panchas 
abusing their authodty or granting benami loans, allowing 
"reloans" too freely and "paper transactions" and aU the rt'st 
of it is a long one.-Co-opmllinn in India by Wolff. 

(7) Audit as form of economic education.-Mr. Wolff 
was of opinion that Government were as entitled to spend money 
on audit as a form of economic education as on any other form of 
education and considered it more practical and quite as useful as 
literary education. The ultimate aim of society should be that they 
should do their own audit at their. expense and that Govel'n
ment should do a certain amount of super-audit to ensure public 
confidence-Eighth Conference of Re!listrars, 1918. To conclude 
in the words of Mr. Wolff, it i6 for the benefit of the societ.ies 
themselves not only momentarily as keeping business straight 
but permanently, as creating a settled rule of action, ensuring 
continuity of policy, capturing public confidence and so 
strengthening credit that the policy of auditing societies through 
Government agency should be continued.-Co-operation in India 
by Wolff. 

Liability of auditor_-The absence of penal provisions in the co-operative 
law is notewort.by as against the exprees provisioos in the Indian Compa
nies Act making the auditor responsible ss an officer of the compauJ under 
circumstances contemplated in 8S ~35, 236 and 239 read with I. 145. AU 
the same the personal liability of auditors under tbe Co.operative Act is 
similar to that attachiug to the auditors of commercial concerns under tho 
ordiullry law. The lIuditor is liable for any damage sustained by means 
of falsification which might have been discovered by the exercise of reason
aule care and skill in the performance of audit. He is aimilarly respon8ible 
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lor negligence, misfeasance {which term implies a breach of duty) or br .. ach 
01 trust iu the conduct of audit. Ordinarily, an auditor bas not merely to 
detect errors but aleo fraud and failure to dn so will make him liable for 
8n1 dammgea sustained thereby. He has to acquaint himself with bis 
duties according to the law. the rules and the by.laws governing the parti. 
cular concern and if by failure to do so. transactions that are ultra vires are 
p8l8ed IS in order, without pointing out the circumstances in his report, 
the auditor will be held liable lor any damages caused by such breach of 
dnty. The Courts have held the company auditors liable for not 
verifying the cash balance. for I ailure to detect fraudulent 
suppression of invoices for purchases. etc. In the case of Leeds 
EBtattJ Building and Inllestment Co. v. Shepherd, 36 Ch. D.787 (1887) respon. 
sibility was fixed on the auditors for dividtmds paid out of capital. In London 
and Gentral Bank, 2 Ch. 682 (1895) it was held that an Auditor, who does not 
report to the shareholders the facts of the case (b~ing aware of tl,e 
critical poaition of tlto Bank) when the balance sheet is not properly drawn 
up is guilty nf misreasa:lce. Iu tho Irish U"orl.·el·8 Co Ltd., v. Tyson and 
otherB, Acct. L. R 13 (1900) it was held that an auditor is liable for any 
damagesuatained by a company by reason of falsificatiolls which might 
havo been di!covered by the exercise of reasonable care and skill in the 
performance of tho audit. bl the Loneloll Oil Slm'age Co. Ltd. v. &ear 
HasllAck ,/; Co., Acct. L. R. 31.1 (1904) it was held that an Auditor is liable 
for any damage sustained by a compauy by reason of his omission to verify 
the existeuce of Assets stated in the Balance Sheet. In conclusion, it may 
be Baid that the measure of an Auditor's liability in allY pl&rticular case 
will del'end upon the skill aud diligence with which he has performed hi. 
duties. 

Eaaminalion of overdue debt. -In any system of bankiug, the existence 
of arrears uuder loall8 is almost always a symptom of weakness; more 
80 with regard to co.operative societies. In view of the far· reaching conse· 
quences of such arrea1'l1, this Aection specially enjoins on the Auditor tho 
dut.yof the examination of overdue debts. From the theoretical point of 
view there ought to be little room for overdues in a co-operative society.~ 
Loanl are restricted to members and the selection of members is based upou 
character. For productive or provident purposes alone are loans granted. 
AD outside limit to the borrowings of a member is fixed in the by-laws in 
addition to the borrowing limit in the case of each by virtue of the number 
of shares he holda. Again the necessity for the loan aud the repaying 
capacity of the member are the chief factors determining the amount of 
IOln8. The Managing Committee bring to bear their iufiuence and intimate 
local knowledge nn their duties in connection with the disposal of loan 
applications. The society is expected to watch the application of the 
loan with powers of foreclosure in case of misapplication. Repayments in 
easy instalment are allowed and the due dates are fixed according to the 
couveuience of the b:>rrower so as to synchronise with the time when he 
would be in possession of funds by the sale of his produce or otherwise. 
Above all, the Managing Committee has beeu vested with absolute discretion' 
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in the matter of grant of loans. Quite independent of any of the duties I\n~ 
responsibilities of tbe Committee. tbere is tbe pressure of mutual watch 
by tbe members pledged to llniimited liability. But in actual practice 
the overdues from members of primary societies are seen to mount up year 
by year. In 1930 unauthorised arrears in this Presidency were reported by tbe 
Registrar to be Rs. 98. 98, 582 or 31 per cent. of tbe amount due for repay
ment. (Annual Report 011 the Working if Co-operative SocittitB, 1930). This 
is causing disquiet and in some cases giving room for real anxiety. On a 
carerul analysis of the overdues, it will be found tbat each case of arrears 
may be traced to tbe neglect of qne or more of the precautions set forth 
above. OV6r·due debts migbt be classified under the following headings: 
(1) Good. (2) Doubtful, (3) Time-barred, (4) The subject of pending suit in 
Court, (5) Decreed. Over-dues might be for the principal or for the interest 
or both. Over.due loans may be certified good by the Managing Commit· 
tee and yet the Auditor has to submit a detailed report about them stating 
what steps have beeu taken to recover tbem. After studying each case of 
arrears and noting in brief against each item the reasons for pendency 
with a view to bring out the action taken in eacb case, the auditor should 
proceed to grade the over·dues cases as required in the audit notes, uamely, 
(a) overdue loaus on wbich no action is taken; (b) those in which suils or 
references have been filed and decrees not yet obtained; (c) those in which 
decrees have been obtained but not executed, shnwing time-barred cases 
prominently in red ink; and (d) the-se iu which decrees are in course of 
execution. The Auditor has to examine and explain why even. debts, 
considered gOod have become overdue, whether it be due to bad harvest~ 
or unexpected misfortunes of the borrower, etc., wby he considers certain 
debts to be doubtful; report about circumstances leading to over·looking 
debts till they n.retime-barred and who is responsible for the same and give 
advice to the members of the Mllnaging Committee to avoid such delay, to 
explain wby no proceedings are taken upon decrees. 

As for arrears of loans when they are due to causes beyond the control 
of the members clncerued, extensiou of time might be freely granted by 
th" Managing Committees uuder the by·laws which empower them so to do. 
Sometime ago it was necessary to advise societies to take advantsge of 
the powers and to grant more extensions in deserving cases But the Regis
trar remarks in his Annual Report (1927): .. I am afraid that now-a-days 
the powers are often abused. In many cases there is a tendency for manag
ing Committees to grant wholesale extensions if th<) season has been bad 
or below average, whereas of course each individual case sbould be inquired 
into separately. Theoretically, members of societies are financed for the 
whole of their agrhmltural requirements They should, therefore, repay the 
whole of their dues as long all there is sufficient margin when tbe crop has 
been realised alld if tbe margin is insufficient, they shonld repay as much as' 
possible acoording to tbe extent of the crop." Similar remarks apply in 
the case of items resulting from the iuiHal mi~takes on the part of the 

, Members of tho Committee in the grant of loaus. There may be certain 
cases in which the dues may not be easily recovorable unless resort to the 
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Cour~ is had. Caael are also met with where the property mortgaged hali 
been alienated or the transaction haa been in the first instance a benami one 
or action has to be taken against non-members having interest in the 
property. In the circumstances the Managing Committee cannot but go to 
Court for the realisation of ite dues. It is only by a close scrutiny of each 
individual CaRe of arrears that the auditor can separate good from bad cases 
and help in bringing down the arrenrs. 

The wisdom of the legislature in haviol!' made the examination of the V 
overdue debts a matter of special responsibilHy of the auditor is thu~ 
clearly seen at the present stage of the movement. The auditor Ilan heip to 
a very great extant in the reduction of over-dues hy carrying out his duties 
ill a thorough and methodical way. He can by a close examination of 
overdue cases bring to light frauds and irregularities such as benami 
loans transactions, mi~approprjation of collections, non.disbursements of 
loaus, subsequent alienations of pledged property and so on. Sometimes 
even the death of a member is detected by the auditors only at the exami
nation of overdoes as owing to his death there has been no repaymen~. 
Supervision is intimately connected with that of the overdues. The Regis
trar in his Annual Report (1930) pointe out that it does not take long for a 
society to become bad, if supervision is slackened or if the services of II; 
good Managing Committee cease to be available. The moral is t.hat 
supervi.ion has to be tightened every where, the principal aim being to 
prevent deterioration setting in by taking very prlimpt eally steps about 
recovery-forcible recovery-if necessary. Prompt arbitration and prompt 
reoovery go hand in hand and necessary machinery for the execution of the 
awards must be given most urgent attention. 

The verification of cash balaDce and securities -One of the commonest 
forms of fraud is tbe misappropriation of cash or other assets of an easily 
negotiable character. The first duty of an auditor is, therefore, as soon as 
he takes up the audit of a society, to verify the cash balance with the society. 
But this is, however, more easily eaid than done. The difficulties in tbe' 
way have been in the past so great that legal provision had to be made 
authorising the auditor to call for the production of cash balance for 
purposes of verification. It is impossible for the auditor to verify cash 
balance on the date of the balance sheet in all the societies of whose andit 
he is in charge He has to verify it on the date of his visit for audit and 
.vouch the receipt and payment items back to the date of balance sheet and 
thus satisfy himself as to the correctness of the amount taken credit for in 
the balance sheet. In verifying such assets the auditor should take every 
precaution in order that he may not be deceived by any substitution of 
assets, e. g., where there are general cash balanCES. the Auditor 'Should call 
for the production of all these at the same time. Since if he examines them 
ondift'erent days, a portion of one balance may be utilised to make good II 

deficiency in another. In a similar manner where there is a large' 
number of investments, care must be taken to see that they are all produced· 
at the lime time. If the cash balance is not immediately forthcoming the 
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auditor should make a note to that effect and record any reasons given for 
the delay. He should also state where and how ii is kept. He should 
verity the genuineness and regularity ('If aU personal security and mortgage 
bond and see they are not time-barred. 

The Auditor should also ascertain from the property statement and other~ 
wise, if neceBBary, whether the personal sureties are good for their under
takings and whether the mortgage securities are sufficient; any defects 
should be pointed out and commented upon. If the security be goods 
say cotton, gill, oil-seeds and so on, the documents, if any, should 
be examined and the market value of the goods ahonld be ascertained to see 
if thet'e be sufficient margin. What the auditor has to see is whether a 
proper margin is kept between the amount of loan and the 981ue of the 
securities. Accumulation of arrears of interest might indicate that the acconnt 
is doubtful and when it is added to the amount of the debt it should be seen 
that a further security is lodged, if necessary. He should also see that 
proper reserves are made to cover any possible loss. It must be remem
bered that it is possible for negotiable assets to be fraudulently pledged. 
Unless, therefore, proper precautions are taken, the assets that have already 
been verified by the Auditor may be utilised to free those that have been 
pledged, which, being thus released for the Auditor's inspection, could be 
returned to the pledgee immediately aftfrwards. For this reason the Auditor 
musttake such precautions as will enable him to satisfy himself that all the 
assets he examines are free from any charge upon them which' is not in 
order, and recorded in the books of the business (Spicer and Peglar'l! Practical 
Auditing). 

A valuatioD of the alseb aDd liabilitiel.-The general principles which 
should be applied to the valuation of Assets in the Balance Sheet are the 
following :-

(a) Fixed Assets are those of a permanent nature, by means of which 
the business is carried on and which are held for the purpose of earning 
income, and not for the purpose of sale, 6. g., Land, Buildings, Plant and 
Machinery, etc. Such assets should be shown iuto the Balance Sheet 
at cost price, less any depreciation that may have taken plllCB. The net 
figure will represent the present value of the assets to the busineSB as a 
going concern. 

(b) FloGting or Circulating Assets are those in which the busineSB deals, and 
which are acquired for the purpose of sale, and the Rubsequent stages .of the 
conversion of the same into cash. e. g., Stock, Book-Debts, Cash. The valua
tion of Fll)atin~ Assets should be at cost or market price whichever is the 
lower at the date of the Balance Sheet. 

(c) Wasting Assets are in effect a sub·division of Fixed ABBets, but incluJe 
any such as decrease ill value through the operation of being worked and 
are, therefore, not subject to depreciation through wear and tear. Wasting 
assets are those of a fixed nature which are gradually oonsumed or exhausted 
in the process of earuing inc()me. In order to replace the exhausted capital 
outof revenue it is necessary to reduce the value of the Wasting ABBet iu 
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the Balance Sheets to the extent of the estimated amounts by which it has 
diminished in value. Sometimes provision is made by way of General 
Reserve, the Assets remaining in the Balance Sheet at its original value. 

In this connection it has to be remembered that Assets are subject to 
depreciation and sufficient provision for the same must be made at the 
time of estimating the value of assets, Depreciation has been defined as 
waste, losl or permanent shrinkage in value of an asset for som8 reasou or 
other; on account of wear and tear. obsolesence or efflux of time. The 
main object of providing for depreciation is to keep the capital in tact. 

In ucertainins the liabilities of a society the auditor should be careful 
to note the following :-

(I) Deposit from members and non, members whether fixed, current. savings 
or recurring should not merely be vouched by reference tolhe cash-book and 
deposit receipts issued by the society to the mell1bers are' to be obtained and 
the entries checked therein. (2) Borrowings from Central Banks, Government, 
etc., are to be verified with reference to statements obtained from them. (3) 
Their capital should be vouched by checking the totals of the Register of :M:em
bers and the Cash-Book. (4) Out·standing interest, establishment and contin
gent charges if dua are to be similarly calculated and vouched. (5) Supervision 
charges to be paid to the trnions and other items held in suspense accounts 
for want of full particulars of credit or share amounts of members removed 
from the Society for some cause appear under this head. \6) The' appro
priation of profits to tho Reserve fund and dividends has to be made according 
to the by·laws, the Rules and the provisions of the Act, and the balances of 
these al'counts have to be vouched by reference to the books and their 
investments. 

Audit Charge,. 

Hiatory.-Free annual audit for all societies registered under 
the' Co-operative Societies Act by the staff of the Registrar was one 
of the special privileges conceded to societies in eady days of the 
movement. Subsequently, Government issued rules dealing with 
the subject of Audit. Rule 29 made it necessary for the Societies 
with a capital exceeding Re. 50,000 to bear the charges of the 
audit of their accounts. Similarly, an audit fee according to a 

,sliding scale was levied from all Urban Credit Societies (Urban 
Banks), District Central Banks and the Provincial Co·operative 
Bank when their working capital exceeded Rs. 50,000 and 
their accounts were audited by the Special Auditor. (For scale 
of fees, see Hand-book of Co.operation for Societies in Bombay 
and Sind by the writer.) Audit fees were charged for Housing 
Societies under G.R. No. 9818/24 of 28-7-1926 R.D. The amount 
of the charges when fixed are recoverable under s; 65 of the Act as 



124 The Bombay Co-operative Societies Act. [Sec. 22 

money due to Government. Consumers' Societies with a working 
capital exceeding Rs. 50,000 are allowed to arrange for their 
annual audit independently. If they are able to make their own 
arrangements, they are to report the fact to the Registrar before 
the 1st of May every year. If such a report. is not received, the 
Registrar arranges for the compulsory audit of such society by an 
official auditor. For such an audit, a fee of Rs. 10 per day is 
charged. If the audit arranged independently by such societies 
is found defective, the Registrar has power to order fresh audit 
by the official auditor. (Rule 31). It is, however, clear that depart
mental auditors may not possibly be able to examine the valuation 
of the assets and liabilit!es of a rural primal'y society as no com
plete list of assets is kept by such society and there is no official 
record of the liabilities of its members with private Sawkars. 
The audit of a society to be impartial and of value should be 
carried on by an outside authority. The audit is a statutory duty 
of Government. It is incumbent on Government to provide for the 
audit, and that is partly for the information of the Government 
and partly also for the information of the general public as some 
sort of guarantee to the people who invest their money in co
operative banks, that the societies are in a sound condition. It 
appeared, therefore, that the audit should be paid for by the 
Government. The tax payee is interested in the general economic 
prosperity of the ryot and audit is the statut:>ry duty under the Act 
of Government. The people have confidence because of the Govern
ment audit. The Indian peasant is very poor. The rural society 
will have a small share capital and if the subscribing for audit is 
insisted upon even societies of 5 or 10 years' standing would come 
to grief. After a good deal of compromise and discussion in 192~, the 
Registrars' Conference agreed that the same practice might continue 
provided that sufficient provision was made for efficient supervi
sion. Thereon the Sixteenth Bombay Provincial Co-operative 
Conference (1929) recommended that free audit should continuo 
to be provided by Government and that societies enjoying the 
privilege should contribute for supervision so long as that privilege 
continued. 

On the other hand, the Royal Commission on Agriculture in 
India (1928) did not consider the audit of a healthy society a 
proper charge on public funds. Opinion supporting this view was 
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also expressed in the Tenth Conference of Registrars (1928). It was 
argued that if Government bore the whole cost, the societies would 
find the control go entirely out of their hands. If federations or 
provincial unions have some control over Auditors, they would 
take a sympathetic attitude towards the societies. 

The Government of Bombay have now by a G. R. No. 3818/24 of 
t9-U-30 ordered under Rule 30 the levy of audit fees with 
effect from 1st April 1931 from all agricultural non·credit Socie
tios of at least 3 years' standing, non-Agricultural Societies of 
the same standing and Agricultural Credit Societies on the scale 
mentioned below:-

(a) Agricultural non-credit societies of at least 
three years' standing. 

(I) For the first Rs. 1,00,000 of the turnover 1/16 per cent. 
(2) For a turnover between Rs. 1,00,000 

and Rs. 3,00,000. 
for the first Rs. 1,00,000 1/16 per cent· 
for the rest 1/32 per cent. 

(3) FOl' a turnover above Rs. 3,00,000 
for the first Rs. 1,00,000 1/16 per cent. 
for the next Re. 2,00,000 1/32 per cent. 
for the next Rs. 47,00,000 1/64 per cent. 

(4) For every lakh over Re. 50,00,000 1.'128 per cent. 
The minimum fee shall, however, be Rs. 50 and the maximum 

fee Rs. 1,500, subject to the pl'Oviso that in no case shall the fee 
oxceed l per cent. calculated on the working capital as it stood at 
the close of the last preceding co·operative year. 

(b) Non-agricultural societies of at least 
three years' standing 

For the first Re. 20,000 of the working capital 1/4 per cent· 
For working capital exceeding Rs. 20,000 -1/8 percent. 

(c) Agricultural Societies. 

An audit fee at the rate of t per cent. calculated on the work
ing capital, as it stood at the close of the last co-operative year, 
of all agricultural credit societies except those which pay supervi
sion charges to Supervising Unions 01' Taluka Development 
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Association of not less than! per cent. in which cases the audit 
fee will be levied at the rate of 1,'8 per cent. only. 

2 These orders should not affect the levy of any fees now being 
recovered by the Registrar under rule 29. 

3 A sum of Rs. 25,000 out of the amount collected by the 
Registral' from the fees recovered from the primary agricultural 
credit societies which are not already paying audit charges under 
rule 29 should be a.nnually credited to Government to meet part 
of the cost of audit, and a grant equa.l to the remaining amount 
should be provided on the expenditure side of the budget as a 
subsidy to the supervising agencies in lieu of the present subsidy. 

v' Note :-So far as the Agricultural Credit' Societies are concerned, this 
new scheme is most anomalous and uns~tisfactory with regard to supp.rvi
sion and the supervision cha.rges levit:d by the Unions. Societies which are 
affiliated to supervising Unions and pa.y for this purpose at the rate of 8 
anna.a per cent. of working capital, will pay an additional fee of two anna.s 
per cent. But these societies which are not ",ffilia.ted to the Unions at ali 
will pay audit fees only at the rate of 4 a.nnas per cent. The new orders, 
therefore, practically invite the Societies to denounce their Supervising 
Unions and thus undo some of the useful work which was done during the 
la.st few years. As regards strengthening and systematising the supervision 
of primary Societies, in the policy hitherto recommended, the cardinal prin· 
ciple was practica.lly to compel every society to join a supervising Union 
a.nd, since the ra.te of the snpervision fees or in the alternative the audit fees 
wa.s to be one and the same, there was then no inducement for a society to 
seek to break away from the supervising Union. Now, however, the dif· 
ference in rates ha8 a.lready produced the expected results and several So
cieties are threa.tening not to pay the supervision cha.rges and thus bring tho 
work of the Unions to a stand still. 

Special allditors are appointed to audit Central and Urban Banks, 
Housing societies and other societies with a working capital of Rs. 50,000. 
U ndor rule 29 (see Appendix A) these societies pay for their own audit. The 
audit memos. of these societies are sent by the special auditors through 
the Assistant Registrar in charge of the division in which such societies are 
situated. In other respects, the special auditors are directly responsible to 
the Registrar. There are at present three special auditors. 

Sub·auditora.-In some districts the auditors are assisted by sub·auditors 
with power to audit accounts of certain classes of small societies. There 
are at present 23 Bub. auditors in this presidency. 

Honorary Organisers.-For the purpose of remedying the defects brought 
to light by auditor, traiuing and helping weak societies, etc".a large body of 
unofficial honorary organiseI'll are employed. They are a most helpful band 
of workers in the cause of co.operation who give their services free and 
merely reoeive their travelling expenses from Government. These Honorary 
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organisers are au~horised under this section by the Registrar to inspect the 
societies. Their names are published every year in the Bombay Govern
ment Gazette. It is impossible to estimate the services of these workers too 
highly. II At the same time" wrote the Royal Commission on Agriculture 
in India (1928) in their Report .. it must be recognised that honorary workers 
cannot be expected to exercise that regular supervision which is essential to 
the success of co operative movement. They are frequently professional 
m~n with orgent calls on their time and with other duties, both. poblic and 
private, which demand their attention. They are Dot; therefore, in a position 
to devote their whole time to co.operative work 8S officials. )They are, more. 
over, not always expected to possess the technical knowledge, experience 
and leisure necessary for undertaking responsibility for supervision when 
this has been added. In the same way and for the same reasons(honorary 
workers, who ondertake the work of education, suffer from difficultlea from 
which it is not always easy to escape. Thill is the work for which speCial 
training is required, but honorary workers cannot spare time for this train
ing to the utent that is possible for the offidal and they do not always feel 
bound by the policy of the Department, even on such important subjects ali 
the degree of financial strictness which it is so desirable to enforce:"} The: 
Commissioo, therefore, advocated the maintenance of highly educafed and 
well·trained staff of officials. Its chief duty would be to educate members upto 
the point at which they will be competent themselves to undertake its duties 
and 10 to dispense with its services; to strengthen the hands of the tempo
rary workers by furnishing them with skilled advice and guidance in the 
more difficult problems; to supervise the work of onions and federations 
engaged in the management and control of the movement, and to work out 
Dew schemes to facilitate the work of other departments to prepare the ground 
for their special propaganda and to organise the people to receive and adopt 
expert advice. However, we have to recognise the weakening influence of 
too frequent visits from an outside agency. There is no doubt that closer 
attention in areas in which the movement is lacking in vitality is needed. It 
appears to be generally recognised that such supervision is only called for· 
until societies are able to dispen~e with it and the fact that, where societies 
are classified, the highest class is reserved for those which require no super
vision, serves as an effective reminder oj' this. But it must be remembered 
that supervision by an authority outside the society is equally detrimental 
to the growth of a proPllr spirit of self.help whether it is performed by a 
paid official or an honorary worker. The ideal aimed has been to organise a 
supervising agency from within by federating primary societies into 
special unions. ( See also discission under the head 'Organisation of Societies' 
at p. 80) 

r- Supervi.ion to a large extent embraces the other terms, namely inspec 
'tton;- audit, control and so on. It expresses the general presiding function 

of a superior authority. It can he used. of a unit society, of a union or a 
Cantral Bank (aDd, in tho absence of a 11lCd organiser) of the .Registrar. 
A local Panchayat supervises the actions o~ members, so far as these affect 
the Society, to ensure that they act acooniiiDg to their interests and those 

I 
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of the society in comformity with rules and by-laws and co-operative 
principles. In a similar sense, though in less detail a Union or Central 
Bank supervises its affiliated societies. ABQ.. in a more general sense th~ 
Registrar exercises this fUDction for all kinds of societies. The word 
.. Supervision" implies an attitude on the part of these different authorities, 
of continuous watchfulness over the interest of members and societies and 
of continual vigilance to secure the due observance of co.operative principles 
and practice.-Fifth Co,iference rif Registrar8 rif Co. operative Socie';es, (1911). 

Tho object of supervision is to ascertain the general scope of a society 
with a view to suggedting improvements and extensions, to examine the 
accounts in order to see that they are properly written and do not reveal 
any undesirable trausactions and generally to stimulate the working of a 
society by well.grounded encouragement or censure. To carry out these 
objects supervising unions are formed. These unions do not undertake any 
financial respousibilit.y, but confine themselves to supervision and guidance. 
The very useful work of consolidation and development of primary agricul· 
turalsocieUes is being done through these unions. It is universally agreed 
thai the proper agency for the supervision of the primary <'redit societies is 
the supervising ullion, and if rural c().operative credit is to be developed on 
sound lines it is clearly essential that evtlry credit society should be affiliated 
to and be under the control of some sopervising union .. Each one of the 
Supervising Unions maintains one or more paid supervisors according to its 
requirements and they go about inspecting societies, helping them in thei!' 
recoveries and generally assisting and advising the secretaries in their day 
to day work. Many of the supervisors employed a~ trained and qualified 
men. Special classes for the traiuing of supervisors are organised by the 
branches of the Institute and many Unions send in their supervisors for 
training. The Managing Committee members of the Union also are expected 
to visit societies themselves from time to Ume and offer advice and guidance. 
It is obvious that the success of the Union depends ou the efficiency of the 
supervisors and upon the interest taken by the members of the Managing 
Committee in their work. The appoiutmllnt and control of a trained and 
well-paid supervisor is a matter of great importance. The respoIlsibility for 
the app()intment and oontrol of the supervisor rests,at present with the Board 
of Management. However, in order to ensure that the supervisor is not un
duly harassed and interfered within his ordinary work pro~ision is made for 
the appointment of a District Supervising Board to review and examine the 
work of the supervisor. This Board consits of the Assistd.nt Reghtrar of the 
Division, the Representative of the Co· operative Iostitute and a Represen.,. 
tative of the financing institution. Steps are slso being taken to provide 
representation of Unions on the District Boards. These Boards. are 
expected to scrntinize the .supervisors' Diaries, examine the work of 
the Union from time to time and give the necessary advice and assistance 
both to t.he Supervisor and tJnion. The Supervi.ing tJlJions frame 
by.laws giving control of the supervisors to the District Supervisillg. 
Union Boards. The problem of supervision cannot satisfactorily be dealt 
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with on1eSI provisioo is made tor a compulsory levy for this purpose from 
the constituent lociety. The Bombay Provincial Co-operative Conference 
PISsed a resolution in 1929 approving of the principle of a compulsory levy 
.lnd the pooling ot the supervising fees district by district. Ordinarily, the 
jurisdiction ot a Union is one Taluka but in less developed tracts tWQ or 
eViln more talukas are for the time being gronped together to form a Union. 
At present as stated above the limit of jurisdiction is taken to be a tal~ka, 
but later on when the number of societies increases it may be necessary to 
have more than one Union in each taluka with a scale of about 25 *0 30 
locieties affiliated to each Union. ( See also notes under the head "Unions" 
at p. 61). 

Uniona for the lupervi.ion of U.ban Baak •. -One onion for each lingu
istic division tor the iupervisioD of Urban Banks is being formed to inspect 
the work of affiliated Banks. Such Unions have to engage qualified paid 
superviBors who have to be in constant touch with the affiliated Banks and 
give them the necessary gnidance in the right direction. 

Agricultural Organi,er •. - These are engaged in supervising Dairies, 
Manure Societies, Cotton Sale Societies, C'itUe Breeding Societies, and so 
forth. These Officers inspect but do not audit •. They have now been placed 
under the Divisional Board and are responsible for the organillation alld 
guidance of Ilgricultural non-creclit societies. They are men of special 
technical knowledge. These officers work in a District or part of a District 
and are usually.agricultural graduates. They are the counterpart of the 
Agricultural Overseers in the Agricultural Dcpa:rtment. They are intended 
to develop the organi@ation of non-credit agricultural co· operative societies 
but they do agricultural propaganda work as well. In fact they mark one of 
the lines on which the ag~icultoral department and the co-operative depaJ't
ment are working in conjunction. The ideal is that the charges of AgricllI
toral Overseer~ and Agricultural organisers shall not overlap, and that they 
shall cover between them every district, both doing both agricultural' and 
co-operative non· credit propaganda work. They 'originally worked under the 
supervision of the Assistant Registrars an.d subseqnently they were placed 
under the Deputy Director of Agriculture. Since :920 they have again beel) 
placed under the Assistant Registrar. (See also p. 80.') 

Ind;'.trial Organi.en.-The idea in appointing Special Industrial Orga
nisers is to provide an official of special technical and commercial know
ledge to guide Industrial Co-operative Societies such as Co-operative Soap 
Factories, Co· operative PrintiogWorks, etc., in their methods of work. 

Weaving Inapectors and Alli,lanta.-These experts are appointed espe
cially to help weavers who are considered as a backward aod illiterate class. 

Special Mamlatdar.-This officer is appointed by an arrangement :with the 
Provincial Bank and in view of its request to assess the assets of societies, 
guide them aDd help recoveries in Bhil areM in Panch-Mahals District for 
reclamation of the Bhils. Half tho cost of the officer and his Establishment is 
recovered from the Bombay Pr~viDcial .Co-operative Bank aud the .other 

17 
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half met by Government. Tbe Bhils are as is well-known very backward and 
absolutely dependent on others and everything has got to be done for them 
by outside agency. 

Bank Inspectors.-In certain areas, Inspectors are sent out by the Provin
cial or .central Banks to examine the working of the primary societies. 
But this does not obviate the necessity of supervision by the Registrar or 
by some one authorised by him. Financial perfection is not the main object 
of co-operative effort and the work of village societies cannot be judged 
solely by t~eir relations with their financing agencies. But at the same 
time it should be remembered that the surest guarantee which a financing 
agency can have, that Us investments are fafe, and that its money is re
paid with interest and prillcipal on the due date, is that the primary socie
ties affilisted to it, should be in the highest sense of the word, efficient. The 
more the members understand the principles of co-operation, the greater the 
interest they take in the working of their societies, the better their educa
tion, the better their agriculture, the better their living and bnsiness, the 
better the security the financing agency has for its advances. ( see also 
notes to s. 9 under the head • Organisation of Societies' at pp. 80-81 Supra) 

Co-operative Unions and lnatitutea.--In European countries, where c0-

operation is more or less independent of Government, there are one or more 
atrong central federationa, which link together individual societies that 
would, otherwise, be isolated, serve as a bureau of information, undertake 
thn work of organisation and inspection, and in many ways strengthen and 
stimulate the movement. Tbis example has been followed in India and 
most provinces have now a provincial union or federation. In the Bombay 
Presidency it is known as Co-operative Institute. These federations differ 
not only in constitution but also in the functions they undertake. Some of 
them are constituted entirely of representatives of all classes of societies. 
others of representatives of central institutions, others, again, include indio 
vidual members. Some of them have as their main duty the work of audit
ing co-operative societies, while others devote themselves to propaganda and 
training. To the latter category belongs the Bombay Provincial Co-opcra
tive Institute. Generally it may be said that the object of these institutions 
is to promote the co-operative movement in all possible ways, by serving as 
a centre't>f co.operative activity, by carrying on propaganda and publicity 
work by organising and developing diverse types of societies, by organising 
training classes, by acting as an information bureau and by ascertaining and 
representing the views of co-operators on questions of general and public 
importance relating to the movement.-Report qf the Royal Oommi8sion on 
A!J,-iculture in I"dia. (1928) See also notes to ss. 52 and 1)3 infra. 

Inspection is the principal means by which a superior authority, Union, 
Central Bank, Local Organizer or where none of these exist the Registrar 
and his staff exercises its function of supervision. It signifies a careful 
local examination of a society's accounts and methods of work and is in
tanded to provide tbe superior authority with material for controlling thtl 
Bocicty.-5Ih COllference of Regi-.lrars, 1911. 
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S.22 ahould he amended.-The Select 'Committee appoiuted to con
lider the Bomhay Co.operative Societies' Bill thonght it undesirable' toex~ 
tend the power of Bummoning witnesses and other persons to Inspecting 
Officers, and, therefore, all reference to inspection which was inserted in the 
original draft was omitted. Now under s. 17 of the Co-operative Societies 
Act of 1912 the Registrar and any person authorised by him had power at 
all times to have access to all the books, accounts, etc., of a society and it 
was obligatory on the officers of the society to furnish information in re
gard to the transactions at tho time of such inspeotiou. A.ccording to the 
present wording of B. 22 of the Bom. Act this cau only be .obtained at the 
time of audit by the auditor. It seems, therefore, necessary to amend,S 22 
( 1 ) so as to empower the Registrar to inspect a society or cause it to ·be 
inspected by Bome persou authorised by him at least once a year. UiIder 
cl (3) of s. 22 of this A.ct the Registrar or other person appointed to audit 
the sccounts is allowed to have free access to books of accounts, vouchers, 
cash balances and securities 0I11y. Under cl. (4) the Registrar' and - the 
person appointed by him to audit the accounts can require the production 
of any book or document relating to affairs of any calh or security.of the 
Bociety, but the Registrar has nn power to have free access with. regard tQ 
properties other than those mentioned in cl. (2). Similarly, he canuot re
quire the production of other properties belonging to the society than those 
mentioned in cJ. (4). It' is, therefore, necessary to empower the Registrar 
to have free accees, etc., at the time of inspection not only to. b60ks, 
accounts and vouchers but should be allowed to verify the cash balance, the 
securities and other property if there be any. Cl. (4) also requires to be 
amended on the lines suggested above. 

Note.- The auditors of a company do not seem to have powers to sum
mon the officers of the company at the time of their audit. The Regist.rar 
or the person authorised by him in this behalf to inspect a society sheuld be 
empowered to in~pect not only the books, accounts, etc., but must have free 
accesa to enable them to verify the property of the society olher than the 
cuh balance, and securities and the Directors, managers, etc., should he 
compelled to furnish such information, etc., as the Registrar or the person 
authorised by him in this behalf may require. . 

, (4) To summon at the time of audit any officer. e'lc.
If the audit is to be of any real value. the auditor should be em
powered to summon officers of the society. If for the purposes of 
audit a society's records are not made available to the. auditor 
the business of the society is likely to go from bad to worse. The 
suc~ess of the credit societies which are the back-bone of the whole 
movement of co-operation depends on their popularity and the popu
larity depends on the honesty and the good accounts of the society. 
Therefore. auditing is absolutely necessary. Now if auditing is ab 
solut&ly necessary it should be efficient auditing. Now the auditOl: 
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is responsible for the auditing; he is re~ponsible for the 10sI! and 
damage. He has to summon in many cases men in villages. Those 
people will not put in an appearance on being asked to come if 
these provisions did not exist. particularly the defaulters; and 
those are the people who are to be got at. Therefore. the power 
that is to be invested in the auditor is absolutely necessary. on 
the analogy of the power given to the auditors of companies. The 
Bombay Provincial Co· operative Conference held in1916 had passed 
a resolution: .. That rules should be introduced empowering the 
auditors to require the attendance of particular members of any 
society at the time of auditing and empowering liquidators to 
require the presence of the defaulters at the time of their proceed
ings." The same view was expressed by the Provincial Bank later 
on.-Bombay Lggislative Cauncil Debates. July 23. 1925. 

Compelling production of book. or documentl.-It was 
found that some bad men who had not been doing their work pro
perly and tried to avoid the auditors and such other officers, they 
would not show the books, cash. etc. It was thought that auditors 
who have got to do their statutory duty should not be hampered 
in their work by the recalcitrant nature of an evil-minded secre
tary or chairman. The Bombay Provincial 'Co-operative Confe· 
rence, 1919. therefore. recommended that power should be given 
to the Registrar or any other person authorised by him in 
writing to audit. inspect or enquire into the working of a society 
to issue a summons. requiring the production of any books or 
documents. relating to the affairs of the society or cash by. the 
person in whose possession they are. 

The Rummons may be sent by registered post or through 
the Mamlatdar or Mahalkari in charge of the Taluka or Mahal in 
which such person resides (rule 42). The mode of serving summons 
is given in rule 4i. ( See A ppendix A ) 

Wilful disobedience to the summons may make the 
person liable to a penalty not exceeding Rs. 50. The fine may be 
recovered as arrears of land revenue.-See ss. 60 and 61. So also 
neglect tojurnis/f imjormafion. etc. is an offence similarly punish
able under B. 61 J"{he Act. 

(1) The Regis~ar by himself or by lome perRon au
thorised by hi .. ·.: to audit every society.-S. 21 (1) of Act X 

~ 
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of lOOt. prescribed that the Registrar should audit the accounts 
of e'ch society once at least every year. Co-operative societies 
aro increasing so rapidly that personal audit by Registrar is no 
longer possible. It is, therefore, provided that the audit should 
be conducted by the Registrar or anyone authorised by him.
Fourih Conference of Registrars, 1909. All audit must be done by 
actual visit to the villages concerned. This also allows some of the 
larger societies to employ at their own expense chartered or pro
fessional accountants to audit their accounts. The Registrar may 
accept such audit in lieu of official audit.-Fourth Ccnference of 
Regis/rars, 1909. 

Privileges of societies. 

23. The registration of a society shall render it a 
body corporate by the name under which 

Societies to be • • I' 
bodies corporate. It IS registered, with perpetua succeSSIOn 

and a common seal, and with power to 
hold property, to enter into contracts, to institute and 
defend suits and other legal proceedings and to do all 
things necessary for the purposes of its .constitution. 

Commentary. 

Hiatory.-This is s. 18 of the Co-operative Societies Act, 1912; 
(See Appendix B). 

Company Law.-S. 23, cl. (2) of the Company's Act states:
II From the date of incorporation the subscribers of the memorandum 
and others who have joined as members later on constitute a 
body corporate and having perpetual succession and a common 
seal, but with such liability on the part of the members to con
tribute to the assets of the company in the events of its being 

. wound up as is mentioned in this Act." {Note.--Indian Com
panies Act, 1913, does not apply to societies registered under the 
Co-operative Societies Act.-S. 68. ) 

. Effect of registration.-OD. registration the society be
comes a corporate body rlistinct from the persons composing it. 
A society when registered becomes in law a • person' [for defini
tion of 'person' see s. 3 (35), Bombay General Clauses Act, 1904] 
under the name contained.in the by-laws and is an entity quite 
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distinct from the members who compose the same. A member is 
not as such an agent of the society nor is he personally liable for 
its debts and liabilities. The property of the society belongs to 
the society and not to its mombers, and the creditors of the society 
can proceed only against its assets for the satisfaction of their 
claims. They have no right to levy execution against individual 
members. In the case of default it is the society and not the 
individual members which go into liquidation. A member of a 
society limited by shares is liable to the society only and his 
liability is limited to the amount for the time being unpaid on 
the shares held by him; when he has paid the full nominal amo
unt of his shares he is exempt from any further liability ·thereon. 
In the case of unlimitell liability societies the assets are realised 
and whare there is deficit in the engagements of a society to its 
creditors, this deficit should, after the full payment of shares 
(if any). be recovered by a series of per capita levies upon the 
members and past members, etc., upto the full extent of their 
property. direct proceedings by a creditor against individual 
members being forbidden. This is called unlimited contributory 
liabilitY.-See Report of Oommittee on Oo-operation, (1915). See 
also notes to s. 5 under the head 'The main object of Rtlgistration' 
at page 62. . -~ 

The cancellation of registration terminates the existence 
of the corporate body (see s. '~9) and, therefore, the power to in
stitute and defend suits (s. 23) under this section passes to tho 
liquidator. S. 50 (e) empowers the liquidator to institute and 
defend suits and other legal proceedings on behalf of the society 
in the name of his office. 

In an unregistel'ed society a creditor may sue any member 
he pleases for his whole debt and leave him to recoup himself out 
of the assets or from his fellow members, thus the benefits of 
registration appear in winding up proceedings. In the case of 
registered society, the assets are realised and only the deficiency 
has to be made up by contributions from members. past members 
etc.-Oalvert p. 160 (1926 Ed.). • 

J 24. Subject to any prior claim of Government in 
respect of land revenue or any money 

Prior claim recoverable as land revenue or of a landof society. 
lord in respect of rent or any money re

coverable as rent, 
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(a) any debt or outstanding demand owing to a 
society by any member or past member shall be a first 
charge (i) upon crops or other agricultural produce 
raised in whole or in part with a loan taken from 
the society by such member or past member, and 
(U) upon any cattle, fodder for cattle, agricultural or 
industrial implements or machinery, or raw materials 
for manufacture or workshops, godown or place of busi
ness, supplied to or purchased by such member or past 
memb~r in whole or in part from any loan whether in 
money or goods given him by the society; 

Provided that nothing contained in this clause shall 
affect the claims of any bona fide purchaser or transferee 
for value without notict3 of any such crops or other 
agricultural produce, cattle, fodder for cattle or raw 
materials for manufacture or workshops or agricultural 
or industrial implements; and 

(b) any outstanding demands or dues payable to a 
houlSing society by any member or past member in 
respect of rent, shares, loans, or purchase money or 
any other rights or amounts payable to such society 
shall be a first charge upon his interest in the im
moveable property of the society. 

Commentary. 

Old law.-For s. 19 of the Co-operative S'lcieties Act, 1912, 
see Appendix B. 

The meaning of the term land revenue is not restrict
ed to assessment which is one particular kind of land revenue.
See the re11Ulrb of Macleod 0. J. in Jinbahai v. The Oollector 
and T. S. Officer, 28 Bom:L. R. at p. 41§. _ 

The term land revenue is not defined ili. the BQmbay Land 
Revenue Code. 1876. It is explained in s. 3 of the Bombay City 
Land Revenue Act, 1876, as 'signifying any sum of uloney logally 
claimable by Government from any person on account of any 
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land, or interest in or right exercisable over, land held by or 
vested in him, under whatever designation such sum may be 
payable.' It is also defined in the Bombay Revenue Jurisdiction 
Act, 1876, as meaning" all sums and payments in money or in 
kind received or claimable by or on behalf of Government from 
any person on account of any land held by or vested in him, and 
any cess or rate authorised by Government under the provisions 
of any law for the time being in force." 

Prior claim of landlord in respect of rent, etc.-Cases 
sometimes arise in this Presidency where there is a conflict of 
interest between the landlords and the co-operative societies, the 
latter trying to realise their respective dues in priority to the former 
from tenants of the landlords who are also· debtors of the societies. 
In fact, the section clearly gives priority to the claim of landlord 
in respect of land revenue, etc., but doubts are likely to arise owing 
to the provision in s. 50 (fJ empowering the liquidator to issue 
requisitions under s. 59 upon the Collector for the recovery as 
arrears of land revenue of any sum ordered by him to be recover
ed as dues from members or as contriblltions to thE' assets of the 
society or to the cost of liquidation. The result of this enactment 
is that on a requisition being made to the Collector by the Registrar 
or the liquidator for realisation of any sum ordered to be recovered 
as contribution to the assets of the society or as costs of liquida
tion the Collector shall recover it in the same manner as the arrears' 
of land revenue. This provision however cannot be interpreted 
to authorise the Collector to ignore this section or other laws 
directly dealing with the question of priority. It simply em
powers the Collector to take advantage of procedure laid down in 
s. 150 of the Bombay Land Revenue Code, 1875, which provides 
fOl' processes for recovery of land revenue . .It is as follows:-

"An arrear of land revenue may be recovered by the following 
processes:- (a) by serving a written notice of demand on the 
defaulter; (b) by forfeiture of the occupancy or alienated holding 
in respect of which the arrear is due; (c) by distraint and sale 
of the defaulter'tj moveable property; (d) by sale of the defaulter's 
immoveable property; (e) by arrest and imprisonment of the de
faulter." 

'l'his is only an adjective law and not a 8ubstantive law. Some 
difficulty ·is felt by the provisions of s. 5J of the Land Revenue. 
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Code which provides that the land forfeited under s. 150 or the 
Code may be sold free of all encumbrances, etc. But this carl. 
never be Dlllant to apply to co· operative societies in view of s. 24-
of the Act. The dues of the co· operative society which have no 
priOrity e1'en. over the rents due to the landlord when the society is 
working cannot he invested with a higher status when the, socwty 
ia brought under liquidation. It merely provides a speedy mod!! 
of recovery. 

Note.-On the same anaiogy it may he said that, in view ot 
the fact thai ss. 2,and 21 of the Dekkhan Agriculturists' Relief 
Act, 1879. apply to co-operative societies registered under this Act, 
an agriculturist cannot be arrested and imprisoned in execution 
of money decrees even by the Revenue Authorities tG whom 
such dues are transferred for execution by adopting the process 
which they apply for the recovery of arrears of land revenue. 

Priority and Chari e.-The difference is this: Priority 
necessarily means that a society has to obtain a decree and there-
after the question of priority comes in. Charge is a step forward 
in affording facility to a society and avoi.ding the lengthy proce
dure of going to Court. Government has a piror ch.arge and as: 
seen in the first part of the clause of this section the landlord 
next and the societies are placed illi the same positi&u as they.
BambuI/ Legislative Council Dt!bat~, July 28, 1125. 

Charge. 

Charge.-In this country this term cOll'esponds' to. the t&l'm 
lien in English Law. In England lien is defined to bit an obliga
tion which by implication of law, and not by express contract, 
binds real Or personal estate for the discharge of a debt or engage
ment. But it does not pass any property in the subject of the 
lien. 

Charge is defined for the purposes of immovable property iIi 
s. 100 of the Transfer of Property Act, bu.t apparently here the t&.rin 
is used iIi the sense of an equitable charge which gives a right to 
the payment. of money out of the property. It entitles the society 
to have too property comprised therein sold to raise, the money 
charged thereon_See HlIls9ury' 8 Lrlw8 of England, Vol. XXI, 
p. 83. A charge results as soon as the property of ,;;ne person is 
made security for the payment of money to another. It is. Dot 

18 
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necessary to constitllte a· charge that the property should be 
specific. .A charge is only a security for the payment of money 
to another,which may be due either as a debt or a claim. There 
is no transfer of interest in charge. It is only pledged as a 
collateral security. 

First Charge.-The provisions of s. 19 of the Co-operative 
Societies Act, 1912, which give a society prior claim on crops 
grown by the aid of loans from it, are largely inoperatiYe, part
ly owing to difficulties in proving that a particular crop has been 
grown by means of a particular loan, and partly owing to a ruling 
of the Calcutta High Court (Abdur Kadir v. ShahbazpU1' Co
nperafiveBank, 42 Calcutta, 977), which allows an outside decree
holder to attach a crop in priority to a society unless the society 
also obtains a decree in its favour. In this connection the Com
mittee on Co-operation in India, 1915, thought that the proposal 
to the effect that the lien, as granted by the Act of 1912, should 
operat!! Ilgainst outside attachment or sale, even in the absence 
of decree in favour of the society has much to commend it and reo. 
commended that in the amended Act the prior claim of the society 
should be definitely described as a "charge" on the property in. 
respect of which the loan was granted.-P. 48, Repart of the Com
mittee an Co-opemtion in India, 1915. The All India Act of 1912 
constitutes the debt or outstanding demand to be merely a prior 
claim and as such to give effect to it, it was necessary for the society 
to get a decree prior to any creditor. In view of this it is 
enacted in s. 24 of this Act, that the claims of a society should be 
a first charge on the property in respect of whicb the loan was 
granted. But it should be noted that this section gives no prior 
claim to land purchased or redeemed from money lent by the 
society. The section does not confer any summary power of 
l'ealization on a society, and, therefore, difficulties might arise 
in the case of al,tizans and agriculturists, because under s. 60 of 
the Code of Civil Procedure, 1908, tools of an artizan and whore 
a judgment·debtor is an agriculturist, his implements of husbandry 
and such .cattle and seed grain as may, in the opinion of the 
Court, be necessary to enable him to earn his livelihood as such, 
and such portion of agricultural produce or of any class of agri. 
cultural pl'Oduce as may have been declared to be free from liabi
lity under the provisions of s. 61 of the Code, are not liable to 
attachment or sale in execution of a decree. 
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Note.-For a definition of the term" agriculturist" see notes 
under the head' whether a person isan agl·iculturistor. not' 
in s. 8 ante at p. 71. 

Musical instruments are not industrial implements or 
machinery and do not come within any other part of the class of 
articles referred to in s. 19 of the Co-operative Societies Act, 1912. 
-Maung Then v. Maung Rta, (1916) 2 a.B.L. 193. 

Fat is not raw material.-Fat intended to be purchased 
and sold at a profit and not for the purpose of manufacturing 
some other commodity is not raw material within c1. (b) of s. 19 
of the Co·operative Societies Act, 1912. 9 p. W. R. 1917. 

Bona fide purchaser or transferee for value without 
notice.-A charge upon movable property has not been defined 
in law. The only definition of "charge" is givE)n in the Tfa~sfel' 
of Property Act which relates to immovable property. IIi so~e 
cases a charge upon movable property can be created but that 
will be a bailment or pledge and the creditor has the possession of 
the property pledged. It is a recognised principle of law that who
ever is in possession of movable property can give a valid title 
to the purchaser of it without notice unless the vendor has got 
the possession of the property by means of an offence such as 
theft. In this particular case it cannot be pretended that the 
debtor is in possession of property by means of any fraud 01' 
theft. It is in the possession of the bailor. If the bailor takes it 
to the market and if a third person bonafide purchases it for valile 
without knowing that the particular property has been pledged 
to another person, then why should (he) the third person losehi8 
money? If there be no such clause ,the result would have been 
that no person would have dared to buy anything from any 
person who had borrowed anything from any co-operative society 
and then would have no credit for that borrower in ,the market. 
Again there would have arisen other contingencies. . One' would 
not purchase any property from any person because one would 
be . absolutely ignorant whether that person had borrowed any 
money from a co·operative society or whether there was a charge 
on that property in favour of a co·operative society. In the case 
of immovable properties there is registration and registration is 
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a notice to other persons and a purchaser can easily find out 
whether the property is burdened. In the case of a field there is 
the record of rights maintained by the Government and the 
purchaser will be met by the question whether he haa examined 
the reco~ of rights before purchasing.-BomlJay Legislative 
Council Debates, Jul!J 24, 19211. 

NotM.-It is suggested iu some quarters that in order to enable societ.ies 
to enjoy the protection given by s.24, cl. (a), s. Z4 should be 80 amended as 
to throw the burden of proving tbat the purcbaser or the transferee of crops 
or other agricultural produce or cattle, etc., bad made enquiry previously 
at the office of tbe I!ociety if there be any in the village whether there was 
any such claim or charge as mentioned in tbe section. Otherwise he should 
be deemed to have had notice of such a charge 

The jurisdiction of Insolvency Court i. not barred.-The admission to 
membel'llhip depends more upon the character of the person than his real 
property. A society should. therefore, be careCul to examine the character 
of the member before it admits them and the Central Banks should be 
CAutioUB in advancing money to the societies. They should make proper 
enquiries and should keep proper control over societie1. If I\ocieties are 
started without taking proper precautions in admitting members and if no 
sufficient caution is exercised at the time of advancing money the society 
should be made to pay for its faults. The second reason is that co-operative 
societies should not have special privileges in this re8pect. If other creditors 
lose their money on account of any man takiug adva!ltage of the Insolvoncy 
Court, there is no reason why the co.operative societies should not bear 
the proportionate loss. They should share the assets of insolvent along with 
other creditors if they are worth anything. As it is the co-operative move. 
ment has got oertain ooncessions from the Government and it is not conlli. 
dered fair that they should have further concessions of this sort. Any way 
it would not be fair to other creditors that any more preference should be 
shown to sooieties. . . 

Another reason is that co.operative movement is more humane than the 
ordinary money· lender. There may be cases where a man takes advantage 
of the Insolvency Act because he cannot help it, (Ninth C:onfet'811C6 of Regis
tMf's,1926.) See alsG notes to B. 59 nnder the head "Insolvency Courts should 
not refu8e to grant interim protection to insolvent debtor against detention 
iu prison merely because a co-operative society chose to enforce ita claim 
through Collector ... (il/fm). 

25. A society shall have a charge upon the share 

Charge and set·off in 
reBpect of shares or 
interest of member. 

or interest in the capital and on the 
deposits of a member or past member 
and upon any dividend, bonus or 

profits payable to a member or past member in respect 
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of any debt due from such member or past member to 
the society, and may set off any sum credited or pay
able to a member or past member in or towards pay
ment of any such debt. 

Commentary. 

Hiatory.-S. 20 of the Co· operative Societies Act, II.of 1912, is 
reproduced here (See Appendix B). 

Compan,'. liea on .ta .barea.-The Articles usually give the company a 
lien on the sh3res of ita members. See cIs. 9 to 11 of Table A in first 
Schedule of the Indian Companies Act, 1913. The Table contains regu. 
lation8 for the management of a company limited by shares. Artioles of 
Association of a company may adQpt Table A wholly or in part aud so far 
81 the Table is not excluded or modified it will apply. Cl.9 of Table A 
runlthul:-

.. The Company shall have a lien on every share (not being a fully.paid 
share) for all money. (whether presently payable Oi' not) called or payable 
at a fixed time in respect of that share, and the company shall also· have a 
lien on aUahares (other thall fully·paid shares) standing registered in the 
name of a dngle pe~son, for all moneys presently payable by him or his 
estate to the company; but the directors may at any time declare any share 
to be wholly or in part exempt from the provisions of this clause. . The 
oompany's lieu, if any, on a ahare shall extend to all dividendi payable 
thereon ... 

The compau)' may sell the ahare to enforce its lien without re80rt to Court
Cl. 10 of Table A in the Ii.rst Schedule states :-

"The company may sell, in Buch manner as the director thinks fit, any 
IIhares on which the company has a lien, but no sale shall be made unless 
acme 8um in respect of which the lien exists is presently pa,Yable, nor until 
the expiration of fourteen days after a notice in writing, stating and de. 
manding payment of 8nch part of amount in respect of which the lien exists 
all i. presently payable, has been given to the rl'gistered holder for the time 
being of the share. or the perSOD entitled by reason of his death or insol
vency to the IIhare ... 

Inte .. eat in the capital means not the interest on capital, 
but the whole stake of the member in the funds of the society. 

Bonu8.-A sum given or paid over and above what is required 
to be paid ods regularly payable. (Oentury Dictionary.) An 
allowance beyond the ordinary dividend of a company either in 
the form of extra money·payment or by way of allowap.ce ill 
reduction of premium or otherwise. 
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Set off.-When A has a claim for a sum of money against" B 
and B has a crOss claim for a sum of money against A, such that 
B is by law to the extent of his cross claim entitled to be absolved 
from payment of A's claim, ann to plead his croes-claim as a 
defence to an action by A for the enforcement of his claim, then 
B is said to have to the extent of his cross claim a right of set 
off against A.-Halsbu1·Y's Laws 01 Enrt1and, vol. 25, p.482. It 
Booms that the word set off is used in this section in its ordinary 
sense to indicate that the society may write off or deduct the 
amount of debt due from a member from any sum. credited 0. payable 
to him on account of his share. So long as the society is carrying 
on business, it may bOWl fide avail itself of this provision. A 
member may set off a present debt due to him by the company 
while the company is a going concern, against a sum due by him 
for calls or against future calls. But a member cannot set off 
his share in a society against the society's claim against him for 
any debt due from him to the society. The rea~on is obvious' 
The shares form capital of the society and l;leing security for tho 
creditors cannot be allowed to bo reduced in this 'WaY, 

Charge.-See notes to s. 24 under the head 'charge' at pp. 
137-138 ante. 
Notes-It is necessary to amend the secLion so that the society may baye 

a charge upon the share or interest in the capital, on deposits of members or 
past members and upon any dividend. bonus or profit payable not only to 
members or past members; but also in the case of employees or past 
employees. This is necessary for thCl protection of provident funds which 
sre being formed for the employees of co-operative societies . 

..... : 26. Subject to the provisions of section 25, the 
share or interest of a member in the Shares or interest 

not liable to 
aUachment. 

capital of a society or in any provident 
fund established under section 41 of 

this Act shall not be liable to attachment or sale under 
any decree or order of a court of justice in respect of 
any debt or liability incurred by such member, and 
neither the Official Assignee, under the Presidency 
Towns Insohrency Act, 1909, nor a Receiver under 

"the Provincial Insolvency Act, 1920, shall be entitled 
to or have any claim on such share or interest. 
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Conimentary. 

Changel.-'l'his is 8. 22 of the Co·operative Societies Act; 
]912, except for the fact that the words" or in any Provident 
Fund established under s. 41 of this Act" are new (see 
Appendix B for Act II of 1912 ). 

Notel.-The section appears to be somewhat defective inas> 
much as it makes no provision of an employee for whose benefit 
recently provident funds are being formed. 

Ordinary Law.-All compulsory deposits and opher taxes in 
or derived from any fund to which the Provident Funds Act, 
1897, for the time being applies in so far as they are doclared by. 
the said Act not to be liable to attachments.- Clause (k) of s. 60, 
Code of Cj'vil Procedure,l908. 

With regard to Co operative Societies the only concession which •. 60 
of tbe Code of Ci"i1 Procedure, 1908, makes is contained in the proviso to 
that section. It is as follows :- . 

,. Provided that where the decree-holder is a society registered or deemed 
to be registered nnder the C.l-operative 80cieties. Act, 1912, and the judg~ 
ment-debtor is a member of the Society, the provisions of sub-clauses 
(i) and (ii) shall be construed as if the word • twenty' was substituted for 
the word' forty' whef<lver it occuri a!ld the word' forty' for the word; 
'eighty'. 

In other wordp, in such a case (I) the salary or allowances equal to saiarY 
of a public servant, or a servant of a Railway Company or local anthority 
while on duty to the extent of (i) the whole of the salary where the salary 
does not exceed twenty rupees monthly and (ii) twenty rupees monthly where 
t~e ~alary exceeds twenty rupees and does not excl'ed forty rupees monthly 
shall not be liable to attachment or sale. 

Under ordinary Civil Law sbares in a corporation are considrred property 
liable to attachment and .aIe m execution of a decree. -See 8. 60 ()f the Code 
of Civil Procedure, 1908. The attachment in the case of shares is made by 
a wrHten order by the Court prohibiting the person in whose name the shares . 
may be standing from transferring the same or receiving any dividend there· 
on.-0.21, rule 49 oj the Code oj (Jivil Procedure, 1908. 

When the shares are to be Bold the Civil Court-may, instead of directing 
the sale to be ma:Je by public auction, authorise the sale of such share. 
throQgh a broker.-O. 21 rule 76 (ibid). When a sbare is sold tbe delivery is 
made by a written order of the Court prohibiting the person in whose name 
the _share may be standing from making any transfer of the share to any 
person except the pnrcbaser, or receiving payment of any dividend or. 
iuterestthereon !lnd tbe manager, secreta-y or otbor proper officer of the 
Corporation from permitting any such transfer or making any sucb. . payment 
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to any person except the purchaser.-O. 21, rule 79 (ibid). If the execution 
of Ii document or the endorsement of the party iu whose name a shRre in a 
oorporati~n is standing is required totraftsfer Buch share the judge 01' such 
officer as he may appoint in this behalf may execute such document or make 
such endorsements as may be necessary, and such endorsement· lor execu~ion 
shali have the same effect as an execution 01' endorsement by the party. 
Until. the transfer of such share, the court may, by order, appoint80me 
person to receive any interest or dividend ciue thereon and. to sign It receipt 
for the same; and any receipt 80 signed shall' be as valid and effectuat for 
all purposes as if the S8me had been signed by the parly himself.-Ruis 80, 
U. 2 t (ibi(l). . 

One of th~ main objects of the societies is the encourage
ment of thrift. In furthel'ance ofthis object savings in the form 
of shares must be protected from attachment or sale of any des
cription by a court of justice. It was proposed by the Com
mittee on the establishment of Co-operative Credit Societies (1901) 
in para. 12 of their Repod that even deposits of members upto a 
certain small amount ( say Rs. 100) should be exempted -from 
attachment of any description whether by a Court of law or by 
a Revenue OmCel'. But the Government of India turned down 
the proposal on the ground that thrift ought not to be encoilraged 
wholesale at the expense of the legitimate creditor. 

Liability to attachment.-Deposits and loans are n(}t part 
of the capital of a society as understood' in this section of the 
Act and are, therefore, not exempt from attachment by Civil Courts. 
( G. R. No, 8989 of Sppt. 20, 1906, R. D,) 

Note.-The exemption only applies to shares of a registered 
society, so that on dissolution as Boon as the registration is can
celled (s, 49) the shares would become liable to attachment. if no 
liquidatol' were appointed to take charge of the assets. S. 47 is for 
winding. up and cancellation will be under s. 49. A society 
continues its corporate existence during the process of winding up, 

The word' capital' here means the society's owned capital or 
in other words it means the capital owned by tho membet's in 
their corporate capacity. 

Interest.-For the meaning of this word, see s. 6 of the Act. 
It is the right of ownership as a co-owner or partner in the capi
tal of the society. (See notes to s. 6 at p. 66 supm. ) 

Share.- FOJ: the meaning of this word. see n(}1es t(} 8. Gantt>. 
I 
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27. (1) On the death of a member of a 'society 
Traosfer of such society may within a period cif .one 
io:=~:; year from the death of such member trans

member. fer the share or interest of the deceased 
member to a person or persons nominated in accor
dance with the by-laws of the society, U- duly admit-

. ted a member of the society, in accordance with the 
rules or the by-laws of the society, or, if there is no 
person RO nominated, to such person as may appeal' to 
the Committee to be the heir or legal representative of 
the deceased member if duly elected a member of the 
society, or may pay to such nominee, heir or legal re
presentative, as the case may be, a sum representing. 
the value of such member's share or interest as ascei.-.. 
tained in accordance with the rules or by-laws: 

Provided that such nominee, heir or legal represen
tative, as the case may be, may require that payment 
shall be made by the society within one year from the, 
death of the member cjf the value of the share or in. 
terest of such member ascertained as aforesaid., 

(2) A society shall subject to the provisions of sec- . 
I tion 25 and unless prevented by an order of a compe
tent court pay to such nominee, heir or legal represen~ 
tative, as the case may be, all other moneys due to the 
deceased member from the society. 

(3) All transfers and payments made by a society 
. in accordance with the provisions of this section shall 
be valid and effectual against any demand made upon 
the society by any other person. 

Commentary. 

The Friendly Societies Act, 1896, s. 56 provides ,for the' 
nomination of a person and also for its revocation and variaiion. 
by a member who is not below sixteen years of age. Section 51' 

19 
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of that Act states that on receiving satisfactory proof of the death 
of the nominator the amounts due to the deceased member may be 
paid to the nominee. S. 58 lays down the procedure for the pay
ment of money due to member where he dies intestate and without 
making any nomination. S. 60 renders such payment valid and 
effectual against any demand by any other person but allows the 
legal representative to have his remedy in the ordinary Courts 
against the recipient. 

Old Law.-Qf. s. 22 of the Co-operative Societies Act, 1912, 
given in Appendix B. 

History.-The Government of India in their Circular No. 13-C 
dated 9th March 1912, said: 

... The restriction placed by the old law (of 1904) on the transfer of shares 
has in the case of 'limited societies' been removed by s. 14 of Act II of 1912 
(this corresponds to s. 19 of Bombay Act VII of 1925) snd under s. 22 (i.e. 
s. 27 of the Bombay Act) a duly qualified successor of a deceased member 
may in the case of a limited society claim the transfer to himself of the 
share of thfl deceased. In these respects the bulk of the non-credit co-operative 
societies recognised by the new law are placed on the footing similar to that 
of joint.stock oompsnies, and it will be necessary in practice to see that the 
Act is not utilised for the benefit of societies which are not really of a co
operative character. Precautions in this dil't'ction can be taken in dealing 
with proposed by·laws, and it will, for example, be possible to require a 
society with share capital to provide in its by-laws that shares shall not be 
transferable, or shall be transferable to such persons only as fulfil certain 
requirements, such as that the persons shall be duly elected as members." 

- Scope.-This section does not profess to give any testament
ary powers to persons who under their personal law, may not 
have such power. For instance. a Hindu or Mohomedan is limit
ed in his power to will away his property. If by means of a 
nomination made under this section he tries to exceed the limit, 
the law does not prevent his legal heir from suing the nominees. 
The law only absolves the society from all responsibility in 
making the payment according to the nomination. The object 
of the Act is really to simplify succession but the provisions are 
somewhat complicated. Take for instance, the case of unlimited 
liability societies. The section provides that the successor may 
either ( 1) claim repayment if he does not want to join the so
ciety. or (2) apply for admission to the society and for the transfer. 
to him of the rights and interests of the deceased. In case (2) 
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the society may admit him and transfer the share to him or may 
refuse to admit him and pay him off. 

Compaa, Law.-The Articled of a Company usually provide that on the 
death of a member, his execoton or administ!"8tors shall be the only persous 
recognised by the Company aud also state their rights and powers: (see 
cIs. 21 to 23 of Table A.) Under such claoses the executor or administrator of 
a deceased member may have himself registered, subject to the appranl of 
the directon, 88 the holder of the deceased's shares. or may transfer the 
8ame to lome other penon, and uotil then is entitled to receive dividends; 
etc., 00 behalf of the estate but not to attend aud vote at meetings or to 
receive notices from the company unless the Articles so provide; (see cl. 115 
'If Table A j,. the First Schedule of the Indian Companies Act, 1913). 

Interell means the whole stake of the deceased member in the 
funds of the society. (See also discussion in p. 66 for' interest. ') 

Perlon or perlonl nominated.-It should be noted that 
more persons than one may be nominated under this Act. 

Minor member cannot make a nomination and a minar 
son of a deceased member may not necessarily be refused as a member 
but the society is not bound to accept the heir even though he is a 
major as a member. ( (f. s. 56 of the Friendly Societies Act, 1896, 
which lays down that a member not being under the age of 
sixteen years may nominate a person to whom any sum due to 
a member may be paid on his death.) Similarly, a society may not 
accept even a nominee as a member. Ordinarily the Committee is to 
ascertain the heir or the legal representative of the deceased mem
ber and then to accept him as a member. In case the Committee 
refuse to admit him as a member the society must pay him back 
the value of the deceased member's share or interest where the so .. 
ciety is unlimited. S. 29 enables the society to hold the estate of 
the deceased member liable for debts of the society to third 
parties. ( See notes under s. 29). Therefore, no loss would r&o 
Bult if the value of the share is returmld which may amount to 
only a fraction of the total assets of the estate availablff in case 
of need. But the case of a limited liability society is different. 
As laid down in s. 156 (iv) of the Indian Companies Act" in thtl 
case of a company limited by shares, no contribution shall" he 
required from any member exceeding the amount (if any) un
paid on the shares in respect to which he is liable as a present or 
past member. .. Thus. if the value of the share (which may have 
been either fully or partly paid up) is returned in case of need 
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there will be nothing for the society to fall back upon except 
whatever amount remained unpaid if any on the shares in respect 
of which the deceased member was liable. The Government of 
India in their circular No. 13-0 dated 9th March 1912 have ob
served that 'though applicants for registration must be over the 
age of 18 years, the maintenance of this qualification among mem
bers after registration is not expressly provided for, and the 
question of the relations of a society to the minor heirs of de
ceased members is, subject to the provisions of s. 22 (which cor
responds to s. 27 of the Bombay Act of 1925) left to the operation 
of the ordinary law.' 

Remedi .. againlt a minor under ordinary Iaw.-If there is a liability on 
the share hllid by a minor, the company may take action against legal repre
BentativllS, executors or administrators. The company may apply to the 
court for the appointment of a guardian. In case the company is not able to 
recover the amount due it may force the estate of the minor into bankruptcy· 
and 80 obtain a due proportion of the asaets. It may apply to have the 
IIState administered by the court. If a sharllholder dies insolvent the com
pany may prove for the value of the uncalled portion of the shares. If the 
deceased member's estate is insolvent the estimated value of his liability to 
fnture oalls as well a8 callsa1ready made may be proved by the company in 
the administration of his estate.-Re: Me, 11laTIf)1l Fuller II. J[c Mahon C 900) 
1 Cli. 173: 8" al80 O. xx. Rule 13, (2) of the Cotle of Civil Procedure, ]908; 
Calls which are unpaid at the date of the insolvency of a share-holder and 
the value of his liability in respeot of any future calls are provable in inso
lvency.-S. 46 (3), of Presidency Towns Insolt.encll Act, 1909: see also 8.34 
(2) oitlie Provinciall,/Solv61lcV Act, 1920. 

Value of .hare means the actual value of the share and not 
~,he nominal value of it. It can be ascertained from the last an
n~al balance sheet.. In case of societies in loss it may even be 
less t.han its nominal value. The Government is authorised by 
s. it (e) to make rules providing for ascertaining the value of a 
deceased member's share or interest. But no such rules have yet 
beeu made by the Government of Bombay. S. 27 states that it may 
be ascertained in accordance with by-laws also. It does not in
clude anything on account of the reserve fund which is usually 
treated as indivisible. In accordance with s. 71 (z) which em
powers the Government to make rules providing for the nomina
tion of a person to whom the interest of a deceased member may 
be ~id or transferred rules are made by the Government of 
Bombay. (S,e below ) 
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Nomination of persons is provided for in rule 20, (see 
Appendix A). As provided by s. 71 (h) the Government of 
Bombay has made a rule which requires the name and address of 
every person nominated under s. 21 and any revocation or vari
ation of such nomination to be entered in the register kept under 
rule 14, Bub-rule (1) clause (a).-See rule 21 (Appendix A). 
Rule 14, Bub·rule (I), cl. (a), states that every credit society shall 
keep a register of members including persons nominated under 
B. 21 ( see Appendix A). It was suggested at the Third Con
ftlrence of Registrars, 1908, that the vast majority of shareholders 
and depositors in a co-operative society will always be agricul
turists with ancestral holdings. Money paid by them will gene
rally be savings or profits from these holdings: that by Hindu 
or Mahommedan law the testamentary power in respect of ances
tral property or savings therefrom for practical purposes does not 
exist. The same conference observed that s. 27 (2) did not refer 
to the nomination of an heir but of a person to whom the interest 
of a deceased member may be paid or transferred. A rule framed 
under s. 2i and s. 16 of Credit Societies Act of 1904 absolved t.he v 
society from liability in respect of the interest. of· the deceased 
member. If the member nominates some one who is not his heir, 
the heir can sue the nominee but the society is covered by the Act. 

CI. 3 protects the society from litigation.-Claimants 
must sue the nominee without joining the society as a party. 
'rhe legal representative of the deceased member shall have reme
dy for recovery of the money, so paid against the person who has 
received that money from the society. If the nominee dies, 
the committee can take action as if there were no person nomi
nated. Where there is no nominee a person holding a succession 
certificate under the new Indian Succes$ion Act, 1925, will be 
accepted as a legal representative of the deceased member. Where 
there is a nominee the committee should pay to the nominee and 
not to the succession certificate holder. 

, A society shall pay '-The section makes the payment of 
the sum due to the deceased member obligatory on a SOCiety. in 
order that the society should not withhold it when the nominee, 
heir or legal representative of the deceased member is fixed upon. 
Bombay Legislative Coz.ncil Dehates, July 24, 1925. 
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ITo luch person al may appear to the committee to 
be the legal heir or representative '-The clause is per
missive and the society bas the discretion to withhold its hand 
from transferring the interests to any person, and can ask him to 
go and get proper credentials. This discretion is given to the 
society to avoid technicalities and do away with the necessity of 
going to Civil Courts and rotting there for days and months to 
get their disputes decided. In the meanwhile the business of the 
society will be hampered.-Bombay Lpyislative Council Debates, 
July I!I, 192;;. 

28. The liability of a past member for the debts of 
a society as they existed at the time 

m:~b~~~ity of past when he ceased to be a member, shall 
continue for a period of two years from 

the date of his ceasing to be a member. 

Commentary. 

History.-S. 17 of Act X of 19M limited the period ofliability 
of past members to one year. S. 23 of Act II of 1912 to which 
this present section conesponds extended it to two years ( See 
Appendix B). The select committee in their report explained 
that there are considerations in the case of resignation by a mem
ber which may be left out of account in dealing with the case of 
a deceased member. 

Scope.-This section deals with the liability of a member who 
has ceased to be a member. The next section (s. 29) deals with 
the liability of the estate of a deceased member. A' past member', 
therefore, means a living person and excludes a deceased member. 
He is not supposed to be a sleeping shareholder as in a joint 
stock concern, but an active participiant in its affairs ~nd is made 
to remain liable for a reasonable period. 

(N.B.-Deceased member, See notes under ss. 27 and 29)· 
A past member under the company law is a t'erson'who 

has ceased to be 11 member by:-(1) FOl-feiture; (2) Cancellation; 
(3) Surrender; (4) Transfer ()fhis shares. 

Under the Co-operative Societiel Act a past member is 
one who was a member as defined in s. 3 (c) and who ceased to be 
such [The case of persons ceasing to be members on death is sepa-
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rately dealt with in s. 29.( infra) ] because (1) he was expelled; 
(2) he withdrew from the society; or (3) he was removed from 
society on his joining another body of unlimited liability.-[See 
model by-laws of C'redit societies wtth unlimited liability and Rule 
4/; (Appendix A) J. Model by-laws for share societies with un
limited liability add: A person ceases to be a member on (a) ceas
ing to hold one share; (b) ceasing to reside regularly in the 
particular village or town, etc.; (c) permanent insanity. In the 
case of credit societies with limited liability model by-laws state: 
a person ceases to be a member (1) where his resignation is accepted 
by the managing committee; (2) on the transfer or forfeiture of 
all the shares held by him. 

Company Law.-Th~ principle embodied in this section is adopted from 
s. 156 of the Indian Companies Act, 1913. That section of the Companies 
Act states that every past member who has ceased to be a member within 
one year of the commencement of the winding up is liable to contribute to 
the assets of the company in the event of its being wound up. A past memo 
ber is not liable to contribute (1) in respect of any debt of the company 
contracted after he ceased to be a member, and (2) unless it appears to the 
Court that the existing members are unable to satisfy the contributions reo 
quired to be made by them. In the case of a company limited by shares, the 
liability of a present or past member is limited to the amount (if any I 
unpaid on his shares. [Indian Companies Act, 1913 s. 156 ( iv ).] 

Note.-tTnder the Company Law, a past member is liable for debts 
contmcted before he joined the company. In view of the WOMS "as they 
existed at the time" it may be held that the same principle applies in the 
calle of past members under the Bombay Co·operative Societies Act. 

a The debts of a society.'-This section refers to the debt of 
a society to third parties or in other words to all the claims of 
the creditors of the society against it and the costs of liquidation 
(s 47). The period of two years applies to these only and not to 
the debts of a member to the society. The borrowing member 
and his surety though he be a member will be liable subject 
to the law of limitation and there is nothing to prevent the 
society from proceeding against the member or his· surety 
even if he has left and in spite of the time with due regard to the 
Limitation Act, 1908, which may have elapsed between the date of 
his leaving the society and the society proceeding against him.-See 
proceedings of the Bombay Legislati'L1e Council, Vol. XV of 192.';, 
It is an ordinary principle that one who received benefits must 
assume responsibilities, if any, in respect thereof. It is, thereforej 
proper that the outgoing member ~hould be made liable in respect 
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of liability incurred during his membership. The absence or such 
a provision would induce reckless action on the chance of profits 
and then wholesale withdrawal. The right of free withdrawal 
connotes liability continuing for a definite period. Moreover in 
the case of co-operative societies where free and absolute with
drawal is allowed, and not mere transfer of shares to another as 
in the case of joint-stock companies, past members should be liable 
equally with present members; otherwise as soon as a society 
loses its reputation members however responsible for 
such bad reputation, would retire wholesale-a matter of compara
tive impossibility in the case of joint-stock company, where no 
one would buy doubtful shares. In an ordinary joint-stock society 
a past member is only responsible after present members, because 
a member practically cannotretire from a falling society, but in a 
co-operative society with free withdrawal a man may retire when 
he pleases, whether the society is falling or not. Hence in every 
law in the world free withdrawal is accompanied by co-equal 
liability upto a certain period.-P.28, Report regarding the possi
bilit'l/ of introducing Land and Agricultural Banks into the Madras 
Presidency, by Nicholson, Vol. ], (189li.) But it is not intended 
that the estate of a past member should be made liable for the 
debts of the society for all time to come. A member may join a 
society to-day and leave it to-mol"l'Ow. It will be a great hard
ship on him if his estate is made liable for an indefinite length 
of time. It is, therefore, enacted that the period within which 
an outgoing member should be called upon to contribute should 
be fixed at two years. In the case of limited liability societies 
the contribution is limited to the sum uncalled on the shares 
and perhaps to dividends received in the cases where it is held 
that dividends have been paid without being earned. 

'A. the,. existed at the time.'-Apparently a past member 
is liable for the debts contracted before he joind. He is bound by 
any alteration of the rules carried out subsequent to his with
drawal which may enhance his liability, but in view of the 
proviso 'a:'l they existed at the time when he ceased to be a mem
ber' it appears he is not liable to contribute in respect of any 
liability or debt contracted after he ceased to btl a member 
Similarly, the liability of a past member for the debt of a membe; 
for whom he stood surety is not curtailed by ihis section. It 
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appears that past members are made to contribute only on the 
requisition of the liquidator under s. 50 (d). The Registrar may 
issue an order directing the winding up of a society only when 
(I) he is satisfied on an enquiry instituted under section 403 or 
(2) he is satisfied on an application made by three·fourths of the 
members of a society present at a special general meeting, etc., 
that the society ought to be wound up ( s. 47 ). 

Thus it is clear that the winding up of a society is to be direct· 
ed on the motion of present members [so 2 (c)] only. Past members 
cannot seek to liquidate their liability by promoting the winding 
up of a society. 

'"The time when he ceased to be a member."-The 
register or list of members (rule 14) which is to be considered as 
prima facie evidence of the date at which a person ceased to be a 
member (s. 30) should supply such date. Where the date of the 
decease is not as entered in the register it should be proved by 
giving independent evidence. 

A member Btanding surety to a borrowing member stands 
on a different footing and the period of two years does not apply 
to his case. ( See notes under the head "Scope" to s. 29 at p. 
15i infra.) 

29. The estate of a deceased member shall be liable 

Liability of the 
estates of deceased 
members 

for a period of one year from the date 
of his decease for the debts of a society 
as they existed at the time of his death. 

Commentary. 
Hislory.-This is s. 18 of the Co-operative Credit Societies Act, 

1904. which corresponds to s. 24 of the Co·operative Societies 
Act, 1912. (See Appendix B). 

Under the com pan)' law the. membership ceases on the death of a share. 
holder, but his est"te remains entitled to the benefits and subject to the 
burdens arising from the shares until Bome other person is entered in the 
register in respect of his shares. 

Operation.-This section refers to certain dues which are to 
be recovered by a society from a deceased member while s. 27 pro
vides for a case when something is due to the deceased member 
from the society. 

20 
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Scope.-The debts referred to are debts to third parties and 
the costs of liquidation and the period of one year applies to these 
only and not to the debts of the deceased member to the society. It 
does not curtail limitation in respect to sums owed by deceased 
members to existing societies. ( See notes to s. 28 under the head 
"Scope" ). They may be recovered from the heirs. executors or 
administrators by referring the matter to arbitration (s. 54). The 
order of the arbitrator may be carried out through Civil Court as 
if it were a decree or through the Collector who is empowered to 
execute it as provided by the law for recovery of arrears of land 
revenue (s. 59). This section comes in operation in liquidation 
proceedings and refers to contributions fixed by the estate of de· 
ceased members [so 50 (b) ] or to a levy by the society to cover 
bad debts. Rule 38 (4) of the Bombay Co-operative Societies 
Rules states. "If the sum assessed against any member is not 
recovered, the liquidator may frame a subsidiary order or orders 
against any other member or members to the extent of the liabi
lity of each for the debts of the society, until the whole amount 
due from members is recovered." As for the recovery of the con
tributions it is provided by s. 59 (a) and (b) that the order of the 
liquidator may be executed by the civil court treating it as a 
decree or by the Collector by putting in force the summary pro
cedure laid down for the recovery of arrears of land revenue. see 
notes to s. 59 ( infra. ) 

Not e.-The heir or representative of a deceased member can
not seek to liquidate their liability by promoting the winding up 
of the society; s. 47 refers only to members. A judgment-debtor 
cannot, therefore, call in aid the provisions of s. 50 as an answer 
to the claim of the decree-holder to execute the decree. ( See 
Kudrutulla ·V. Upe7idra, 40 O.L.J. 254). The limitation of one 
year runs from the date of the death of a member. Under the 
rules framed by the Government of Bombay a society is to main
tain a register of members (rule H). This register is to be consider
ed as a prima facie evidenc of the date at which a pel'son ceased 
to be a member. Under the by-laws membership ceases at death 
in the case of societies with unlimited liability. Therefore. it is 
proper that the register should supply evidence of the date of 
decease. If the date of decease were not entered in the register 
of members, it would have to be independently proved. 
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30. Any register or list of members or shares kept 
by any sooiety shall be prirno, facie evidence 

m:=~~r of of any of the following particular's entere<i 
therein :-

(a) the date at which the name of any person was 
entered in such regist~r or list as a member; 

(6) the date at which any suoh person ceased to be a 
member. 

Commentary. 

History.-This is s. 25 of the Co·operative Societies Act, 1912 
(See Appendix B). 

Under the Company Law the register of members is a prima..facia evidence 
of all such matters as are directed or authorised by thll Company Law to be 
inserted therein.-S. 40, lndiw, Companies Act, 1913. 

Sc:ope.-This section makes it obligatory on the Committee to 
maintain the register of members and the register of shares and 
keep them up-to.date. The date on which the name of any person 
is entered as a member and the date on which any such person 
ceases to be a member must be correctly stated. The Latin expres
sion 'prima /adq' means' at first view or consideration.' There
fore, it is clear that the register of members is not conclusive 
evidence and other evidence may be received to show that the 
entries in the register are untrue. Again under this section, the 
register of members is prima fade evidence of the specified dates 
only. It is not prima/acie evidence of such matters, for instance, 
as the names, addresses, occupations of members and the number 
of shares held. Tbe fact appearing in the register that a person 
is a member will have to be supported by independent evidence. 
Every co-operative society is compulsorily required to keep a 
register of members (rule 14) which is kept open to inspection 
(s. 21). As the transfer of shares is disclosed in this register it 
must be maintained up-to-date. The date on which a person 
ceased to be a member is to be proved from the register of 
members. It being a document which is kept in the usual course 
of business is a very important one especially as it discloses the 
names of persons ",ho are liable as members of the society. It is 
to be preserved for ever. The names and addresses of personlj 
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nominated under s. 27 and all revocations or variations of such 
nominations are to be entered in this register (rule 20). As the 
estate of a deceased member is liable for one year the date of his 
decease must be ent~red in the register promptly. The liquidator 
has to determine the contribution to be made by members or past 
members or the heirs or legal representatives of deceased members 
on dissolution of a society and hence the importantte of this section. 
Under the by·laws the Secretary controlled by the Managing 
Committee is charged with the duty of maintaining the register 
of members up·to-date. 

31. (1) A copy of any entry in any book, register 

Admissibility or list regularly kept in the course of 
of copy. of entry business in the possession of a society 

as eVIdence. h 11 ·f d 1 ·ft d . h sa, 1 u y cerh e III suc manner as 
may be prescribed by the rules, be admissible in evidence 
of the existence of the entry and shall be admitted as 
evidence of the matters and transactions therein 
recorded in every case where, and to the same extent 
to which, the original entry would, if produced, ha.e 
been admissible to prove such matters. 

(2) In the case of such societies as Government by 
general or special order may direct no officer of a so
ciety shall in any legal proceedings to which the society 
is not a party be compelled to produce any of the 
society's books, the contents of which can be proved 
under sub-section (1), or to appear as a witness to 
prove the matters, transactions and accounts therein 
recorded, unless by order of the Court or a Judge 
made for special cause. 

Commentary. 

Old Law.-Cf. s. 26 of the Co-operative Societies Act of 1912 
(see Appendix B). 

Hislory.-Tbis section follows s. 4 of the Bankers' Books 
liIviden(:e Act, 1891. It will be noted that the provision protects 
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the account of sOcieties from being called into Court. It is un
desirable that deposit and loan accounts should be kept open to 
public inspection. A copy alone is not conclusive proof, and the 
transactions have to be substantiated by other evidence, verbal 
or documentary. Co-operal;ive societies have been placed in this 
respect (Bankers' Books Evidence Act) on the same footing as 
joint-stock companies. 

Mode of .,roof of entries in Bankers' Boob.-S. 4 of Bankers' Books 
Evidence Act, 1891, rons thus: "Subject to the provisions of the Act. a certi
fied copy of ao entry io a banker's book shall in all legal proceedings be 
received asprima/acie evidence of the existence of such entry, and shall be 
admitt<ld as evidence of the matters, tranuctions and accounts therein 
recorded in every case where, and to the same extent as, the original entry 
itself is now by the law admissible, but not further or otherwise." • Bankers' 
books' include ledgers, day books, cash books, account books and all other 
books used in the ordinary business of bank. LB. (3) oftne Banker8' BooTes 
Evidellce Act, (XVIIIo/1891).] 

Note.-To be a book uaed • in the course of business' of a society it need· 
not be jn use every day, it is sufficient if it be a book kept by the society 
for their reference if neceRsary. 

Object of sub-section (2). This has boon added by the select 
committee on the lines of s. 5 of the Bankers' Books Evidence 
Act, 1891. It was thought necessary to do this in order. to safe
guard the interests of large urban and central banks, the business 
of which might be considerably dislocated if their officers were 
summoned or their books were called for in all legal proceedings 
to which they might be parties. Bankers' Books Evidence Act, 
( XVIII of 1891 ). s. 5 runs thus: 

.. No officer of a Bank shall in any legal proceeding to which the bank is 
not a party be compelled to produce any bankers' book the contents of 
which can be proved under this Act, or to appear as a witness to prove the 
matters, transaetions and accoonts therein recorded, unless by order of the 
Court or a J odge made for special cause ... 

• To the same extent to which the original entry 
would have been admissible '-In this connection s. 34 of 
the Indian Evidence Act, 1872, is important. It states: 

"Entries io books of account, regularly kept in the course of business 
are relevant whenever they refer to a matter into which the court has to 
enquire, but snch statements sllall not alone be sufficieqt evidenoe to ohargo 
any person with liability. to 
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Deposit accounts not to be kept open for inspection: 
"While advocating the 'maximum of publicity' Mr. Wolff in 
his Co·operation in India states: "there is only one thing con
nected with the management of a society which must not on any 
account be disclosed, .and that is the names of the depositors with 
the amounts standing to their credit. " That information must 
be kept sacredly secret. The following provisions in the Indian 
Evidence Act are important in this connection as they protect 
the above accounts of a society being called into court at the 
request of a malcontent. ( See Maximum publicity at p. 107. ) 

Note-The Friendly Societies Act, 1896 prohibits the inspection of the 
loan account of any member by another member withont his consect unless 
he is an officer of the society or is specially so anthorised by resolution
S. 40. Friendly Societies Act, 1896. 

-Production of title-deed. of witness Dol a parly.-No witness who is not 
a party to a suit shall be compelled to produce his title-deeds to any pro
perty or any document in virtue of which he holds any property as pledgee 
or mortgagee unlesl he has agreed in writing to produce them with the 
person seeking the prodnction of such deeds or 80me person through whom 
he claims.-S. 130, Indian lAJidencfJ Act, 1872. Secondary Evidence may. be 
given of the existence, condition or contents of a document in the followiog 
oases amoog others :-when the original is a document of which a certified 
copy is permitted by this Act or by any other law in force in British India, 
to !>e given in evidence. In this case a oertified copy of the document, but nO 

other kind of lecondary evidence is admil!Sible. 

S. 71 (j) of this Act enables Government to make rules providing 
for the persons by whom and the form in which copies of documents 
or entries in books of societies may be certified and for charges 
for such copies. [see notes under s. 71 (j) in/ra.] For the purposes 
of this section copies of documents or entries in the books of a 
society may be certified by any officer of the society.-See Rule 15 
(Appendix A). 

For books. registers and lists to be maintained by every 
society see rule 14 in Appendix A. 

For books to be kept open for inspection by every so
ciety, see s. 21 of the Act. pp. 107-8 (ante.) 

Inspection of certain documents in the Registrar'. 
Office free of charge may be made by members of co.operative 
societies or the public and they may obtain certified copies 
thereof on payment of fee.- See rule 16 (Appendix A.) 
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32. Nothing in section 17, sub-section (1), clauses 

Exemption froin 
compulsory registra
tion of instruments 
relating to shares 
and debentures of 
lociety. 

(b) and (c), of the Indian Registration 
Act, 1908, shall apply to-
(1) any instrument relating to shares 
in a society, notwithstanding that the 
assets of the society consist in whole 

or in part of immoveable property; or 
(2) any debenture issued by any society and not 

creating, declaring, assigning, limiting or extinguish
ing any right, title or interest to or in immoveable 
property except in so far as it entitles the holder to the 
security afforded by a registered instrument whereby 
the society has mortgaged, conveyed or otherwise 
transferred the whole or part of its immoveable pro
perty or any interest therein to trustees upon trust for 
the benefit of the holders of such debentures; or 

(3) any endorsement upon or transfer of any deben
ture issued. by any society. 

Commentary. 

Old law.-This corresponds to s. 27 of the Co·operative Socie
ties Act of 1912. Exemption from compulsory registration of 
shares and debentures etc. was granted for the first time when 
Act II of 1912 was passed. (See Appendix Bfor Act II of 1912) 

• Share' means share in the share capital of the Company. and 
includes stock except w hen a distinction between stock and shares 
is expressed or implied.-S. 2 (16), Indian Companies Act, 1918. 

• Debenture' is a writing acknowledging a debt and specifi
. cally, an instrument for the repayment of money lent, e g. an 

obligation of a corporation issued in a form convenient to be 
bought and sold as investment.-Ct:ntury Dictionary. 

A Debenture under the Company Law is a document 
given by a cor.npany as evidence of a charge created by the 
company usually in return for a loan. The word 'Debenture' 
generally means one of a series of documents described as 
debentures, all ranking pari passu, by each of which a company 
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promises to pay a fixed sum and interest," and charges aU its 
property present and future. 

Objecl.-S. 17 (1) of the Indian Registration Act, 1908 en
acted that: 

.. The following documents shall be registered, if the property to which 
they relate is situate in a district in which, and if they have been executed 
on or after the date on which, Act No. XVI of 1864, or the Indian Registra
tion Act, 1866, or the Indian Registration Act, 1871, or the Indian Regis
tration Act, 1877, or this Act came or comes into force, namely:-

(b) other non-testamentary instruments which purport or operate to create, 
declare, assign, limit or extinguish, whether in present or in future, any 
right, title or interest, whether vested or contingent, of the value of one 
hundred nlpees and upwards, to or in immoveable property; 

(e) non-testamentary instruments which acknowledge the receipt or pay
ment of any consideration on account of the creation, declaration, assil!Dment, 
limitation, or extinction of any such right, title or interest. But sub
clauses (ii) and (iii) of clause (2) of s. 17 of the same mloke an exception in 
the case of instruments relating to shares of joint-stock companies whose 
assets consist of immoveable property and also in the case of debentures 
etc. issued by such company. 

The TraDlfer of Property Act. Ss. 54 and 59 require registration of :
(a) Instruments of sale or mortgage of immoveable property, the value of 

which is one hundred rupees and upwards. 
(b) Similar instruments of a value less than one hundred rupees where 

the sale or mortgage is not accompanied by delivery of possession. 
The effect of s. 17 of the Registration Act (if there were nothing like an 

exception: vide s. 17, Bub.-rule 2) and the Transfer of Property Act would 
be to make the following compulsorily regilltrable. 

(a) Any instrument relating to shares in (1) a Joint-Stock Company or, 
sinoe the Co-operative Societies Act (2) shares in a co-operative society. 

(bl Debentures issued by any such (1) Company or (2) Society. 
(e) Any endorsement or transfer of any suoh debenture (1) of companies 

and (2) oo-operative societie@. 

But the exception in sub·rule 2 of B. 17 of the Indian Registration Act, 
1908 excluded these doouments from the operation of the RegistrationAct, 
in the case of Joint-Stock Companies, which are governed by the Indian 
Companies Act, 1913. But Indian Companies Act doell not apply to societies 
registered under the Co-operative Societies Act. The result was that in the 
oase of co· operative societies dealing with immoveable property, the shares 
as well as debentures issued by them and their transfers required registra
tion. It was suggested at the Third Bombay Provincial Co.operative 
Conference, 1911 that: To register the above named documents, vjz., the 
ahares and debentures of co-operative sooieties, and their transfers will 



See. 33] Aom~ay Act vii 01 1925 

entail a good deal of nnn8Cessary trouble to the 80cietieli and many times 
more 10 to the Registration Department. Since no fees are charged for regis
tration of documents executed by or in favour of co-operative societies, there 
is no very serious objection for registration of shares and debentures except 
tbe inconvenience of getting tbem regis~red from time to time as they are 
issued; but the cumbrous and troublesome procedure it will entail on the 
Registration D~partment, can well he imagined. The Sub.Registrars will 
have to write out the endorsements over and over again and to fill up folios 
after folios with copies of hundreds of these documents of the same type, 
all to be registered separately. The principalobjectiou however is to the 
registration of the trall8fers of shares and debentures. Although the.in. 
couvenience can be minimised by various legal expedients still it might be 
sufficiently great to leriona!y interfere with their easy negotiability. Again 
it is difficult to know what is to be gained by all this trouble. The ahare. 
and their trall8ferB as well as debentures and their transfera to co-operative 
societies are all entered in separate registers kept for the purpose as in the 
ClIoIe of Companies, with this dill'erence that the co· operative societies are 
under the far more ell'ecti ve control of the Registrar of co·operative socie. 
tied than that exercised by the Regidtrar 01 Companies over the Join~Stock 
Companies. Hence no lecond registration is necessary nuder the Registra' 
tion Act. Government of India accepted the suggestion made at the Bombay 
Provincial Conference that exemption be made from registration in the case 
of shares, certificates or debentures issued by co.operative societies with 
rights over immoveable property, and their transfers, in every case in which 
their face value was or execeeded Re. 100, and provided for it in Ule Bill to 
amend the law relating to Co.operative Societies Act.-S~ No. 442, Ret'enU8 
Department, dated 16-1-1911. 

33. (1) The Governor General in Council, by noti. tI 

Power to exempt 
from income.tax, 

IItamp·duty, regis. 
tration and court 

fees. 

fication in the Gazette of India, may. 
in case of any society or class of 
societies, remit the income-tax: or 
super. tax payable in respect of 

the profits of the society, or of the dividends or 
other payments received by the members of the society 
on account of profits or in respect of interest on seeu· 
l'ities held by the society. 

(2) The Local Government by notification 
Bombay Gove1'nment Gazette may, in the case 
society or class of societies, remit--

in the 
of any 

(a) the stamp-duty with which, under any law for 
the time being in force, instruments executed by or on 

21 
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behalf of a society, or by an officer or member and 
relating to the business of the society, or any class of 
of such instruments or awards of the Registrar or arbi
trators under this Act are respectively chargeable; and 

(b) any fee payable under the law of registration and 
of court fees for the time being in force. 

Commentary. 

~ 
Changes in the law.-This is. s. 28 of the Co-operative 

Societies Act, 1912, with some additions. (See Appendix B for 
the old Act. ) 

History.-The Committee on t.he establishment of Co-operative 
Credit Societies in India in 1901 said: "In order to encourage 
the establishment and working of these societies we consider it 
desirable that Government should accord special privileges to 
bona fidp. Co·operative Credit Societies. In England all Co
operative Provident and Friendly Societies are exempt from 
stamp-duty and income tax. (Cf.s.33, Friendly Societies Act, 1896) 
There is a danger that a general exemption of such societies from 
Government duties might lead to the establishment of money
lending business under the guise of co-operative societies. This 
danger can be avoided by limiting the acquirement of these 
privileges to societies which subject themselves to registration 
and by giving the Registrar full power to cancel or suspend these 
privileges in cases where he has reason to doubt the bon'l fides of 
any society. Documents connected with loan transactions 
between the members and the society, and documents connected 
with the initial formation and registration of the society should 
be exempt from stamp-duty." 

Note.-It should be noted that the Government may at any 
time withdraw these privileges from any societY.-(vide s. 67.) 

Exemption from Income-tax.- The Co-operative move
ment as a whole stands for the uplift of the poorer classes and is 
a moral movement. The object of the movement is not profit
sharing as in the case of joint-stock concerns. Again the 
principles which govern the profit-making concerns are funda
mentally different from the principles that govern co-operativ6 
institutions. The one is distinctly for profits while the other is 
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I 
, for economy and thrift. The co·operative societies do not in the 

commercial sense of the word have any profits at all, The so
called profits of a co-operative society are simply surcharges 
imposed on themselves by the members of the society for the sake 
of quickly building up further funds, for the needs of their 
business. In other words they are surplus earnings intended 
partly for grant of a reasonable remuneration to capital, and 
partly for refund of such charges levied on custom, whether 
credit or goods supplied to members. Any co-operative 
society can at any moment show no so-called profits at 
all by the simple process of supplying what the members need, 
whether it be credit or goods, at cost-price instead of surcharging 
themselves for the sake of building up a reserve fund and work
ing capital. The question has been sufficiently argued in England 
where the co-operative point of view has been accepted by Govern'
ment. For the most part the members of the societies are of 
'limited means' and many are very poor and the income accru
ing to the State cannot be considerable. The exemption, of a few 
societies, the profits of which exceed the taxable income, can be 
justified on the ground that they too represent the savings on 
profits made by a number of individual members none of whom 
would himself be liable to income-tax. 

Super-tax.-The very definition of this tax (s. 55, Indian 
Income-tax Act, 1922) shows that it is not a tax distinct from the 
income-tax but" an additional duty of income-tax" charged in 
addition to income·tax on income beyond a certain minimum. 
It was acknowledged by Government while granting exemption 
from payment of income tax that the so called profits of a co
operative society stand in a different category from business 
profits. It is an extension or rather an application of the same 
principle to the additional duty of income tax. Because in 
volume the profits are above the minimum sum prescribed in Act 
XI of 1922, it does not necessarily follow that societies have huge 
surplus earnings. Those profits will be found on examination 
to be merely a natural consequence of the growth of share capital 
on which additional remuneration has to be paid. The distri
bution of surplus earnings if any in the case of co·operative 
societies is hedged in by various restrictions as to the maximum 
amount that can be paid to individual members and the amount 
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which has to be kept aside for reserve fund which is indivisible 
for distribution to co-operative or charitable bodies and for pay
ment of rebate to memLers either to reduce the interest charges 
on loans borrowed or the cost of goods purchased. This portion 
of profits represents surcharges on which no tax should be claimed. 
The Government for some time maintained that the terms 'super
tax' and C income-tax' were not synonymous inasmuch as income
tax was a tax on income while super·tax was a tax on profit. 
But in 1927 the Government issued a notification under which the 
exemption granted to co-operative societies in regard to the tax 
payable under the Income-tax Act, 1922 was extended not only 
to income-tax but also to super-tax. The notification is to the 
following effect: 

Income-tax or 8uper-lax.-In exercise of the powers con
ferred by s. 60 of the Indian Income-tax Act. 1922 (XI of 1922) 
the Governor General in Council is pleased to direct that the 
following class of income shall be exempt from the tax payable 
under the said Act, namely :_CC The prollts of any co-operative 
societies other than the Sanikatta Salt Owners' Society in the 
Bombay Presidency for the time being registered under the Co
operative Societies Act, 1912 (II of 1912) or the Bombay Co
operative Societies Act, 1925. (Bom. Act VII of 1925) or the 
dividends or other payments received by tho members of any such 
society on account of profits." No'i!icafion R. Dis. No. 291-I. T.-
2li dated IM-8-25 and No. 26, dated 25-6-1927. 

-.J No esemption frOID Income-tas in respect of interest on securities held by 
the .ociety.-The Government of India have refused to grant exemption in . 
this respect on the ground that the term 'profits' used in the Income Tu 
Act refers exclusively to the income derived from business (whether earned 
by an individual, a firm or a company) or from a profession or vocation. 
It ia laid that interest on seourities is 'income' but cannot correctly be 
termed profits. The Government of India held the view that the securities 
in respect of which exemptions are claimed have been purchased out of 
accumulated profits and that exemption of profits did not imply the exemp
tion of income derived from interest on securities. The Civil Account Code, 
I. 32-C laY8 down that .. this exemption applies only to 'profits • in the etrict 
seusI of the word as used in the Co-operative Sooieties Act and does not 
include 'income' derived by co-operative societies from interest 011 securities. 
or dividends." Thus the portion of the societY'1l income which is iable to 
the Inoome-tax and the Super-tax is that derived from securities and invest
menta outside the Co.operati\"e Movement, i. e. in Government Securities, 
oto. beld by them. The Ninth Conference of Registrars,1926, recommended 
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that the exemption from income tax be extended to incomo from securities 
and investments and that exemption should be granted io a m~nner which 
would ellllllre its effectivelJess. ( See also p. 176 of the Report of the Bombay 
Provincial Banking Inquiry Committee,I929-30.) 

Depoaib.-It appears that the exemption from income tax does not ex
tend to interest on deposits. 

Profits of any society are exempt under the above 
notification (Notification R. D:s No. 26 dated 25-6--27) and, 
therefore, it is necessary that the society should be prepared to 
admit as members all who deal with it so that they may join in 
the proportionate return of any surplus made by the society. 
Rules to that effect may be made by Government under s. 71 (0) 
of this Act. Dividends or other payments received by the mf!mber.~ 
un account of profits are exe",pted under the latter part of the 
above notification (Notn. R. Dis. No. 26 dated 25-6-27). Inspired 
by a desire to show public appreciation of a movement for the 
well·being of persons most of whom are of limited means, the 
Government of India has made this concession. However, the 
Government has reserved to itself under s. 67 tbe power to with
draw the exemptions if they found the societies abusing the 
privileges granted. 

Note.-In effect the societies are paying income tax on their income from 
securities whether their income is taxable or not. For such a tax is deduct
ed at the source when ioterest is paidand the society is left to apply for 
refund. Agricultural Focieties and some of the societies in rural and also 
io urban areas are a little backward. Naturally few societies do so apply 
with the result that the State is obtainiog an iucome to which it is not 
entitled. The societies whose income liable to income tax is not taxable at 
the maximum rate or who have no income liabl,) to tax, should apply to 
the Income Tax Officers concerned for the issue of exemption certificate 
anthorizing persons payiog interest on securities not to deduct any tax at 
source or to deduct tax at lower rate than the maximum, as case may be. 
C S/l8 Income-tax Manual, p. 113. ) 

Stamp duty.-The Governor General in Council is pleased 
to remit the stamp duty with which, under any law for the time 
being in force, instruments executed by or on behalf of any co
operative society for the time being registered or deemed to be 
registered under tbis Act. or instruments executed by an officer 
or member of any such society and relating to the business of the 
society are respectively chargeable.-Govt. of India notification 
No. 683-F of 28-12-1912. Noln. No. 2781 F. dated 23rd Octche:r 
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1919 (Finance Depm'lmenf-Separate Revenue-SIamp) Exemption 
from stamp duty is really a concession to the movement. This 
exemption applies to all stamps ()n receipts, cheques, (see also 
s.5, Indian Finance Act, 1927 ) bonds and promissory notes. 

The awards of arbitrators in all disputes to which co-operative societies 
in the Bombay Presidency are parties. are exempted from the duty leviable 
under the India Stamp Act and may be written on plain unstamped paper. 
( G.N. No. 6401 0/27-6-1916 publi511ed Ollp. 1372 if the B. G. G. dated. 29-6-
1916 pt. I.) 

Note.-This exemption does not extend to receipts by non-members for 
interest, etc., paid on deposits in the society or bonds for loans illegally 
given to non-member&. Nor does it extend to a security bond given to a 
society by a non-member on behalf of an employee of the society. 

Court fees.-Cl. (b) of this section authorises the Government 
to extend the privilege to any Court-fees payable under the Court 
Fees Act. The Government of Bombay have not so far issued 
any notification in the matter of court-fees and therefore, the 
exemption does not apply to Court-fee Stamps. 

Registration fees.-Co-operative Societies registered under 
the Act have been exempted from payment of all fees payable by or 
on behalf of any registered Society and all fees in respect of any 
instrument extlcuted by any officer or member of such a society 
and relating to the bueiness thereof.-G. R. No. 5818 of JUlie 
24th, 19U, R. D. This exemption from Registration fees is a 
concession to societies for the service they ronder to the public. 

Share certificates and debenture bonds of societies are 
exempted from compulsory registration ( s. 32 ). 

Directions. -In order that the time of the parties may not be wasted ill 
waiting while the Sub-Registrar makes a manuscript copy [or a copy by 
photo copying process-]m/ian Re!listration (Bombay Amendment) Act, 1930 ] 
of the registered document the Inspector General of Re/listration has 
ill his Circular dated 30-1-1912 ordered Snb-Registrars to accept printed 

...t 7duplicates of all documents exempted by or in favour of co-operative Socie
. ties, to complete registration i~mediately and to return the original docu
ment on the day of presentation. The printed duplicate forms should be 
presented blank and will be filled up by the Sub- Registrar at the time of 
registration. If such a deed is to be returned by post, postage is to be re
covcred.-See Bom. Re!listm1ioll I1fa1lUal, Hl25. Bi.lm. Act [ of 1912 exempts 
co.operative societies from the operation of the D. A. R. Act (except 5S. 2 and 
21). Tberefore, the sub-registrars, need not draw up the documents or execute 
them in their presence. 

Co-operative Soc:ieties ellempted from the restriction imposed UpOD c:re
ditor. of agric:ulturists by the Dekkhan Agric:ulturists' Relief Ac:t, 1879.-
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The second Bom. Provincial Co.operative Conference of 1910 was of opinion 
th",t the whole procedure of the D. A. R. Act went on the assumption that 
agriculturists were on unequal terms with unscrupuious money.lenders who 
took undue advantage of their necessities. It was considered that the Act 
involved a reflection on the co-operative societies which was unfair. It was 
said that agriculturists did not require to be protected from the societies. If 
exemption was not given, the result, it was thought, would be that societies 
would be discouraged and hampered iu their legitimate proceedings ill 
courts by obstacles which ought never to be put in their way- At the Third 
Born. Provincial.Co-operative Conference of 191 the question was fnrther 
discussed. It waS argued that the agriculturist by becoming a member of a 
society put himself on a different footing to that which existed between 
ordinary Savkars and their clients as he bound himself to abide by the by. 
laws sdopted by the society. The question of exemption of co· operative 
societies from the operation of the D. A. R. Act except 8S. 2 and 22 was 
snbmitted to the Government of Iodia for sanction and as a result the 
folluwing section was inserted by Bom. Act I of 1912. "Except section 2 and 
section 21, the provisions of this Act shall not apply to any matter to or in 
which any society registered under the Co-operative Societies Act, 192;;, is 
a party".-S. 7111, D.A.R.Act, 1879. 

Object.-The credit societies have been started and cne of the principle 
objects aimed at is to free cultivators from their old debts with usurious 
interests. They are thus bodies workillg in the best interests of the cultivate 
ing classes themsdves. Iu the main object, therefore, the institution of 
these societips and the Agriculturists' Relief Act. aim at the same end 
and the two measures ought to work without friction. The societies were 
started not as rival bodies competing with ordinary money·lenders but in 
the hope that they might be induced to invest their capital or part of it with 
these societies. It must be clear to every responsible person that transac
tions which are entered i11to by these societies with their membe:s under by
laws which have to be approved by a responsible Government Officer 
(Registrar) need not be subjected to all the jealous scrutiny of the D. A. R. 
Act. There is always a guarantee that the interest charged by them on their 
transactions with their members will not be unreasonable or exorbitant. 
While, therefore, on the one hand agriculturists did not require to be pro
tected from the societies, on the other hand the societies were fairly entitled. 

. ti> every assistance in the recovery of their just dues from fraudulent de-
fanlters. It is intended by this sectIOn to exempt all transactions between 
the societies and their members from all the provisions of the D. A. R. Act 
except the beneficient provisions of s. 22 which prevent agriculturists from 
being arrested and imprisoned in the executions of money decrees against 
them. The by· laws framed .how that there cannot be any scope for the 
suggestion of any grasping or inequitable features in the transactions and 
the removal of disabilities and restrictions at present imposed by the D.A.R. 
Act will it is expected only conduce to the healthy and vigorous develop
ment of rural societies, at the same time it will serve to assist the 
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process of building up a free and independent peasantry.-Proceedings oflhe 
Leglslat ive COllncil rf the Governor of Bombay, Vol. XLIX p. 500-501. (1911.) 

Note.-S. 2 of the D. A. R. Act defines the terms • agriculturist' and pro
vides for the construction of' certain terms such as • mouey , 'lease' 
'standing crops' etc. and lays down: "An agriculturist shall be deemed 
to reside where he eal'nS his livelihood by agriculture or personally engages 
in agricultural labour." (For further discussion lIee commetary on the 
Dekkhan Agriculturists' Relief Act by the writer.) 

Other privileges.- In addition to these, there are other 
special privileges conceded to the co·operative societies. (i) A 
co·operative society when registered is to be considered as a body 
corporate (s. 23). The effect of incorporation is to protect the 
individual members from suits by creditors etc. [See notes under 
s.23.] (2) They are exempted from the provision of the Indian Com· 
panies Act, 1913. This carries with it exemption from payment 
of fees for registering various documents, balance sheet, etc. (s. uS). 

Remittance Tranafer Receipts.-Beyond these concessions conferred by 
the legislature, further privile~ es have been granted d€partmentally to co· 
operative societies. The most important of these is the use of Remittance 
Transfer Receipts at par through Government Treasuries. (Clt:il Account 
Corle 8.143 B 9 and G. R. No 4197 of October 9/h, 1!l14, RD. alld 5~,88 of 
June 10th. 1911, R.D. ) 

The Record of Rights and ail other Revenue Records in charge of the 
village accountant are open to inspection at reasonable hours by the members 
of Ilo-operative societies (s. 213, Bom. Land Revenue Code, 1879) and the 
members are entitled to take copies of entries in the Record of Right..q 
without the payment of any fee. Rule 135 of the Bom. Land Revenue 
Rules, 19Z1 allows an officer or a member of a society to inspect the village 
records without the payment of any fees if such inspection is with regard to 
the business· of a society. 

Money Order Commiuion.-Ordinarily a commission of 1 per cent. on 
the sum remitted il charged. It is feared that this charge of 1 per cent. 
would either seriously affect the society's income, or would render necessary 
an increase in the rate of interest on loans to members. The Government 
of Bombay had provided for the refund to societies three-fourths of the 
commission on postal money orders when they were employed for remit. 
tances between sooieties and their financing agents or wholesale purveyors. 
(G. R. No. 5099 dated May 16, 1916, R.D.) Under G.R. No. 11674, dated 
December 23rd,10'2 it bas been ruled that money order commissions paid 
on remittances between a society which haa opend a store and the broker or 
daTal who !upplied its stock are eligible for this rebate. This was a valuable 
and 0. necessary concession used chiefly for the benefit of village societies 
which could ill·afford to pay the heavy money order charge for remittances 
of small amounts to their financing agencies. The Royal Commission on 
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Agriculture in India, 1928, at page 458 of their Report stated that the 
refund to societies of three·fourths of the commission on postal money. orders 
i. jll8tified on several grounds. The Commissioners write. .. The rate of 
commission is a flat rate for all India and there is no reduction for remit· 
tances within the limits of a Province 01 even of a District. Most co~ 
operative remittances are between societies and their financing agencies 
within the same district and a charge of one per cent. on a loan and on its 
repayment would either eliminate any profit from the transaction or involve 
an increase, in the rate of interest on the loan in order to cover the money 
order commis.ion." The concession was to remain in force only upto the 
end of March 31st, 1931. (G. O. No. 355-A, dated 25·9·1925.) But 
Government have now by G. R. R. D. 355-A dated 22·5·1931 ordered that 
the conceasion should be continued for a further period of five years in the 
case of agricultural societies only i e. till 31st March 1936. 

Special facilities are granted for the opening of publie 
accounts by societies in the Post office savings under s. 42 
(b) of the Savings Bank Rules-(Post master General's No. 449 of 
May 4th, 1907, based upon the Direcfar General of Posts and 
Telegraph Circular No. 6//i, dated 11-4-1907; also see Posl· 
master's Generars standing ardel" No. 57' and the Post master 
G~neral Circular ltiter No. 15 of 1-8-1913.) 

Strong box.-Another facility is the permission to allow 
deposits of strong boxes containing cash and securities at State 
Treasury (G. R. No. 7135 dated September 4th, 1905 R. D.) 

Duties of Co-operative Societie •. -All these are substantial privileges. 
But they involve duties. The sole aim of co· operation is public good, there· 
fore, the public shonld not be excluded from· participation. The whole 
idea of co.operative movement is service for mutual benefit without profit 
and it is because profit making is not all object of societies that Government 
can remit various duties without unduly favouring them against companies 
and private traders. Co·operation stands for fair play all ronnd and for a 
specially privilged society to compete with a private trader, paying all legal 
taxes, for the profits derived from custom of non·members would not be 
fair play at all. As these privileges are actual endowments by the State, it 
has a right to exercise proper control over the disposal of prnfits and divid· 
ends. In order to ensure that a privileged society did not compete with 
private traders for the custom of non.members Government is authorised 
to make rul~s under s. 71 (m), (n), (0), (p) prescribing prohibitions and 
restrictions on trade with non.members, providing for reserve fund and the 
object to which it may be applied prescribing limit of the number of memo 
bers and also the conditions for distributing profits etc. It becomes very 
important then that societies should not compete with these latter for the 
custom of non-members. It is therefore, provided in various sections that 
co.operative societies should be allowed to enter into transactions with nOli' 
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members only under certain conditions. S. 34 restricts the lending of 
money to members only. The Registrar may sanction a loan to a person 
nthertban a member. Under s. 35 a society cannot receive deposits from 
non·members unless this is specially provided for. S. 36 states that except 
as specially provided no business should be entered into with non-members. 
by resource societies. ( See notes under s. 36 infra). 

33A. With such safeguards as may be prescribed 

Government may 
give loans or guar· 

antee interest. 

hy rules in this hehalf Government 
may give loans to societies or guar
antee the payment of interest on 

;f
lebe tures issued by them. 

Commentary. . 

History,.--This section is new. 
ebjed.-It should be the declared policy of Government not 

to fight shy of the co-operative movement but to whole-heartedly 
I take it up so as not to leave any loophole for any Government 

officer to say that the co·operative movement is a peoples' move
ment anrl Government should have nothing to do with it as regards 
funds. No doubt the cooperative movement is peoples' movement 
but in all countries it is backed up by Government. Every 
country has accepted the principle of State aid but in this country 
for some reason or other many of the Government members 
thought that it should be allowed to stand on its own legs so far 
as 'financial position is concerned. The clause is permissive. 
While not compelling Government to give loans to societies, the 
law empowers it to do so and may be said to be suggestive of a 
desire on the part of Government to extend their help to societies. 
in special cases.-Bombay Legislative Council Debates, 24th July 
1925. [See notes under s. 71 (2) (ee) infra. ] 

.. A Debenture" is a written acknowledgment of a debt by 
a company under seal containing provisions as to payment. of 
interest and repayment of principal. (Spicer and Peglar's 
Prarfical Auditing). 

Differ_ce betweea a deb_ture holder aad a aharel.oIder.-A debenture
holder is a lender to the company or an' outside creditor whereas a share
holder is a member of the company. an inside pelsoo. Money raised by 
the issue of debentures is borrowed capital for the company whereas share 
capital is owned capitnI. A debenture-holder receives interest on the money 
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lellt by him. cbarged as working expenses io tbe profit Bnd gross account 
of the company. whether it makes a profit or not. whereas a shareholder 
shares io the profit and draws a dividend 00 the money'he has jnvested only 
when the company makes a profit. 

Takavi Loans under the Agriculturists' Loans Act, 
1884.-The Government of Bombay has made rules under s. 4. of 
Act XII of 1884 which govern the grant of loans tTakavi Loans) 
to members of co-operative societies with unlimited liability regis
tered under the Bombay Co-operative Societies Act, caUed the 
Co-operative Societies' Agricultural Loans Rules, 19'~2 No. A. 57 
of 4-7-1922 R.D.-( For rules see the Hundbaok of Co-operafi(m far 
Societies in Bombay and Sind by the writer.) . 

Takavi Loans under the Land Improvement Loans 
Act, 1883.-The Government of Bombay has made rules whioh 
govern the grant of loans under Act XIX of 1883 to co·operative 
societies registered under the Bombay Co·operative Societies Act, 
1925 and members thereof.-No. A.57 (a) of 4-i-1922, R. D. 

0( F()1' rltles Bee the Hand-book of Co·operation for Societies in 
Bombay and Sind by the writer. ) 

The Rules applying in general to the grant of Govem
ment loans to co-operative societies (except Housi.ng Societies) 
are made under G. R. 3025 of 15-3-1911, R. D.-(For Rules see 
the Handbook of Co-operation by the writer.) 

Grants to Co-operative Dairy Societies. Weavers' 
Societies and to societies .among peculiarly :backwal'd 
Communities.- Government are prepared to grant loans to 
Co-operative Dairy Societies under G. O. No. 5204 of30-4-J918, 
R.D. and to Weavers'.Societies under G.R. No. 1505·of 12-5...J917. 
R. D.and to societies among peculiarly backward communities 
1lnder G.R. .104009 of 27-8-1917. R. D. (See also notes under· 
.. Aboriginal and Hill Tribes" at p. 50 supra. 

Loans to Co-operative ,Power Pump Societies maybe 
granted by the Registrar under certainconditions.-(G. R. Nu. 
;2.J:J7!U of 29-5~1925. 'R.D.) 

.Loaas al'e .Iso made to Housing Societies by' Govern
ment-( Forrule.~ Bee Hand-book of Co-opl?T'ation far Societies in 
Bombay and :Sind 'by the writer. ) 
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Property and funds of societies 

34. (1) Except with the general or special sanction 
of the Registrar a society shall not make 

Restrictions on 
loans. a loan to any person other than a mem-

ber. 
(2) Save with the sanction of the Registrar, a 

society with unlimited liability shall not lend money 
on the security of moveable property. 

(3) Government may, by general or special order, 
prohibit or restrict the lending of money on mortgage 
of immoveable property by any society or class of 
societies. 

Commentary. 

Old law.-For s. 29 of Act II of 1912. see Appendix B. 
Objecl.-The object of a co·operative society is the promo

tion of the interests of its membel's. In fact a co-operative society 
exists primarily for the benefit of its membtlrs and not for the 
benefit of others. It is the service-performing institution and not 
a profit-making one. and. therefore, as a general rule lending 
must be confined to members. In order that a business may be 
truly co· operative, it has to be limited to its members. It is clear 
that those who associate together to do so secure some advantage 
for themselves and not for others, The credit society particularly 
oue of unlimited liability. must have carefully chosen member
ship. being meant for those who have no other security but 
personal. to offer for obtaining credit; the members must know 
one another intimately. Under such circumstances it is natural. 
nay essential, that societies should not under co-operative law 
make loans to non-members. The whole structure of a loan-grant
ing society, i.e., a credit society, demands the positive exclusion of 
non·members in respect of money-lending. As regards other types 
of societies, the question of sanctioning loans does not al'ise 
usually and societies in general are. therefore, prohibited from 
making loans to non-members under s. 3-1< of the Act. It is, how
ever, conceivable that there might arise occasion when a loan to 
a. non-member might become necessary and might be in the best 
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interests of the society itself, particularly in case of Housing, 
Consumer's and Producers' societies. The law, therefore, is con
tent with enumerating the general rule leaving it to the Registrar 
to make exceptions thereto in special cases. 

A person shall include any company or association or body 
of individuals, whether incorporated or not.-S. 4, Bomba!J 
General Clauses Act, 1904. 

'Immoveable property' shall include land, benefits to arise 
out of land, and things attached to the earth, or permanently 
fastened to anything attached to the earth.-Tlte Bomhay General 
Clauses Act, 1901, s.8 (24). 

, Moveable property' shall mean property of every descrip
tion except immoveable property.-S. 8 (31), the Bombay General 
Clauses Act, 1901. 

A deposit might be defined as funds received by a society at 
the standard deposit rate fixed by the Committee or the general 
meeting of the society. A society may have several standard 
rates according as the deposits are long term or short; but 
deposit funds are only those received on the tel·ms prescribed by 
the terms prescribed by the society itself. It carries special rate 
of interest.-Spventh CfAI,jerence of Registrars, 1918. (See also 
notes to s. 85. ) 

A loan is a sum borrowed on special terms dictated by the 
lender and accepted by the borrower in default of obtaining 
money on its own terms. A loan is held on special terms regard
ing interest.-Serenlh Canference of Registrars, lu18. (See also 
notes to s. 85. ) 

Sanction of the Registrar.-Sanction of the Registrar is 
required for a loan to another society which is not a member. A 
loan also means and includes a deposit made by one society with 
another society (Rule 13). 

Member.-See dellnition, s. 3 (c) and notes thereunder. 

Restrictions on loan. on security of moveable and i~
moveable property.-A restriction on the money-lending 
powers of a rural credit society is found necessary because suoh a 
society contemplates granting loans on personal security only 
and not on the security of moveable or immoveable property. rt 
is the character of the members that forms thQ basis of credit anq 



174 The Bombay Co-operative Societies Act. [See. 34 

not any particular property. moveable or immoveable. But it 
might become. and it does become. necessary, ttl accept as 
collateral security lands or buildings and even ornaments and 
other moveable property. For prompt repayment. experience 
has shown that the best security apart from character is that of 
immoveable propel·ty. Co. operative law. therefore. enunciates 
this view by prohibiting loans on the security of moyeable pro
.perty in the case of unlimited liability society and by permitting 
loans on the security of immoveable property. reserving to the 
Registrar power in both thelle cases to make exceptions. 

Lending money on the security of moveahle property.-Jewels and orna
ments represent a large amount of locked-up capital which it is desirable to 
mobilise for temporary purposes bu~ the Committee on Co-operation in 
India (1901) thought that there mif!ht be difficulties in appraisement which 
would furnish an opening for fraud and that there was the danger of loss to 
the societies by the fluctuations in the value of the jewels pledged. It was 
proposed to prohihit rural societies from advancing coney against jewels 
on the ground that such loans would complicate the affairs of village Bocieties; 
that great difficulties would arise if the articles pledged were not redeemed 
and that the basis upon which the societies should work was not material 
security, but the credit which arose from the individual character and sub- I 

stauce of their members. It was pointed out in reply, that while personal 
credit was undoubtedly the hasis of their transactions, such things as jewels 
might properly be received as collateral security; that the custom of the 
country is to regard jewellery as available for this purpose and that if a 
member is debarred f~om utilising his material credit to the full in borrow
ing from his society, there will be a danger of his usiog it to borrow from' 
the money-Iendllr. Government of India in G. R. No. 1~3-3 of29-4-' 904 
l ])ept. Re ••• ,(. Al1r ) in 1904 'stated :-" After full consideration of the 
(IUestion it was decided that while there are practical difficultiesin connec
tion with the custody and valuation of jewellery which might be formidable 
in the case of some village societies, it would be well to make distinctions, 
when a rural society is located in a town or large village with silversmiths 
available, with a ready market at hand, and with members and officers of 
intelligence, it may safely be trusted to conduct transactions which might 
be dangerou~ in the case of a more strictly rustic association. Power has, 
therefore, been given to the Registrar to allow any society which he thinks 
can safely be trusted, to advance money upon jewellery. " 

Shares -With regard to the hypothecation of shares the Committee on 
Co operation (1915) remarked that it was undesirable that any society should 
permit its members to hypothecate their shares in the society :l8 security for 
loans. hecause in such C8'16.\l the society could only enforce the security by 
diminishing its .. owned" capital and thereby reducing its general credit 
and the security of creditors. A society has already a charge upon the 
shares of 6 member (s. 25) and au additional one will not be ·of much use. 
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It is, therefore,. DOW laid down in role No.7 that the shares of a society 
shonld not be hypothecated to that society by its members as a security for 
a loan ( Appendix A ). 

A aociety may I_d mOlley asainat stock or guilt·edged Securities deposit
ed with it accompanied by an authorization to sell in event of default. 
Insurance policiea may be accepted and loaDS granted upto about 3/4 of their 
surrender value. But in such cases the _ignation of the policy to the society 
should be registered in the books of the Insurauce Compauy which call 
generally be done on the payment a ree of Rs. 2-8-0. 

'-na aDd depDsits t. be received by a society with unlimited liability. 
from a non member are dealt with in rule 7 (see Appendix A for Rules) • 

..... OD auret,ship of DOD·members is not to be made. but the Registrar 
i. empowered to exempt auy society by name from the operation 01 this 
rule.-&e rule No. 11 ( ibid). 

Restriction. on the lending of money on mortgage of 
immoveable property.-'·Real security" says Mr. Wolff in his 
Co-operation in India .. in other words, mortgage, is to a credit 
society: the most insecure security conceivable and should if taken 
at all as it may have to be in exceptional cases be taken by pre
ference as collateral security. There is the question of title that 
is of the real pledgeability of the pledge given to consider. Next 
there may be depreciation as well as appreciation. Considerable 
foreclosure in the event of default, is for a society a most incon
venient pl'ocess and may lead to the acquisition of a white 
elephant", and it is above all things desirable that societies should 
keep out of law courts. There is difficulty in redeeming on the 
security of immoveable property and there is a tendency for loans 
so secured to be long. It is exceedingly inadvisable that 
the societies should be allowed to lock up their limited capital 
in a form in which it is not readily available. 

The most useful form of business of ordinary co-operative credit 
societies will probably be small loans for short periods with pro
mpt recoveries, because, such societies rely for their funds upon 
withdrawable deposits and bankers' advances. It is a central 
principle of co-operation that security should be personal; that is 
that it; should depend primarily on the man and his sureties and' 
not on his property. 

The idea of personal security however implies the power of an 
incumber to repay and this in its turn depends on his capacity 
a~ a worker, his honesty of character, and the amount of his 



176 The Bom!'a)' Co-operative Societles Act. [Sec.34 

propel'ty. A co·operative society differs from an ordinary money
lender in that it takes cognisance of all the three factors, while 
the latter looks to the last only. There is nothing unco·operative 
in the hypothecation of immoveable property, so long as it 
l'ecognised that personal security must be given and that the 
borrower's property is only a secondary or collectral protection. 
It follows from this that when tangible property is accepted 
as security for a loan, it should be taken in addition to the 
instruments executed by the borrower and his sureties, and 
not in place of them. (Para 60, Committe'/! on Co·operatian In 
India, 1915.) Again one of the methods in which an imoh-ed 
cultivator can most effectively be assisted is by enabling him 
to substitute a mol'tgage upon reasonable fOr one upon exorbitant 
terms, and a member who is refused the credit, to which his 
propel'ty in land fairly entitles him, merely because he is not 
allowed to hypothecate it to the society may be driven to the 
money-lender for a loan which, had it not been for the prohibition, 
he might have taken from the society with advantage to both 
parties. The final conclusion was that loans upon mort
gage should be allowed in the first instance, but that the Local 
Government should have power to prohibit or restrict them either 
generally or in any particular case, if it was found that interference 
was necessary. ( G. R. No. 1-699 R. awl A. Depts. 29-4-190-1.) 
Government have to give orders only in special cases and generally 
only with respect to such societies whose business demands such 
orders should be issued. This is more Or less a safeguard against 
any wrong investment.-(Bom. Leg. Council Debates, 2-1th July 
192/;.) 

Direction •• -Loans for larger amounts or small loans for longer periods 
than two years or so require a firmer security than persoDalsureties can 
offer. A member may borrow a loan for building a well. As the profits of ~ 

hi" euterprise will come in gradually, recoveries must be spread out over at 
least five years. In such a case it is advisable to take a mortgage on the 
property of the borrower, of which the estimated value is at least twice the 
value of the loan. A mortgsge without possession affords an excellent 
security. But there will always remain a class of C8ses involving very 
large sums or very long periods in which a society will require the best 
security available. A society cannot undertake to payoff a member's old 
debts and to substitute for them a debt to itself at a lower rate of interest 
unless it is fully safeguarded against loss. A special by·lI&w has been 
insorted in the model by·laws for unlimited societies which prescribes that 
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when old debts are liquidated, the consent of the Registrar is required for 
amounts exceeding Ra. 750. that the loan shaD be repayable by instalment 
within 10 years; and that the debtor shall be required to mortgage with 
pOllNlllllion to the society land worth three times the amount of the loan 
advanced. The owner bas first to mortgage the land to the society and tben 
bas to take it 00 lease again from the society on an annual tenure, agreeing 
to pay the land revenue a.qaessmeot and local fund cess to Government and a 
8Um equal to tbe interest and aunual instalment of repayment of principal 
ou the loan advanced to him as rent to the society. In cases where a society 
redeems the old debtll of a member it will be a wise precaution if the com
mittee paY8 the money direct to the creditor aud obtains a stamped receipt 
in full utisfaction of },is claim. Any security bond held by him sbould be 
recovered at the same time. If he haa obtained a decree from the Civil 
Court payment should be notified to the Conrt under Rule 2 of Order XXI of 
the Code of Civil Procedure, 1908. 

Before taking the land ou mortgage, as security for a loan, the society 
shonld utiafy itself that the land has not been previously sold or mortgaged 
to another person for this purpose The applicant for a loan should he 
uked to produce a copy of the entry in the Record of Rights relating to 
the land oJfored as security. The Committee may also with advantage en
quire in the Sub· Registrar's office. The secretary should also make a search 
and Batiafy himself. Members of societies are entitled under s. 213 of the 
Bombay L. R. Code, 1879, to inspect the Record of Rights and all other 
Revenue Recorda in charge of the village Accountant at reaaonable hours 
and under Rnle 3 of the Rules under tbat sectiOli may take copies of entriell 
in the Record of Righta without the payment of any fee. 

Similarly no fee is be charged for the inspection of village records by au 
officer or a member of any co-operative society for the buaiu8B8 of tbe 
society.-Proviao to Rule 135 of the Land Fevenue Rules, 19Z1 (added by 
G. Nato. 248128 of 3-1(}...1928, R. D.) 

But the society has to obaerve the conditions laid down in s. 135C of the 
L. R. Code, 1879, as regards furnishing information of the acquisition 
of rights, etc , over lands to the village accountant of the members. 

PropCMala.-It is thought that the establi~hment of well conceivtld and 
well-administered mortgage 8B8Ociations or banks at the instance of the 
landed gentry of the country with the help of the Government would be a 
measure of great valoe not only to the proprietors themselves, but also to 
the Government. Such co operative land mortgage banks are now being 
organised the chief object of these institutions being to advance money for 
redemption of existing mortgages. The establishment of such well-managed 
loog term mortgage banks would help the small village society to confine ita 
activities to short terms loana. (See notes under the head ., Land Mortgage 
Banks' infra.) 

LaDd lDorlgage Banks do not work jUllt on the same lines as s(6)ieties in 
which the personal element and the human element very largely preponder
ate. They mUllt in&ist npon the security being sound and the management 

23 
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beingellicient. Nevertheless there are many elements of co-operation in such 
a bank which make it desirable that it shonld also be on a co.operative basis. 
One such element is that the object of the loan is scrutinised by the society.. 
Loans, are given for productive purposes and are restricted to the needs of 
agriculturist. Secondly, the dividends are restricted just as iu the case of 
co.operative societies and the element of profit is elimiuated. This Act dis
tinctly contemplates land mortgage credit. The present section only places 
oue restriction on it, namely that the Local Government may in any special 
case direct that a particular society may deal in land mortgage credit Ordi
nary a society cau deal in personal crcdit only. Therefore, the enactment is 
Bufficiently comprehensive to include land mortl!'age banks in its operation. 
Though. the work done by credit societies in connection with medium term 
or rather the so-called long.term loaus are appreciatrd, it has been reslised! 
more and more that socil'ties eannot hope to meet the I:eeds of all particular
ly of persons requiring large loans and also to make the money available at 
a. rate of intert'st, much lower than what they charge at present. From a 
business point of view also, mixing up real long.term finance with current 
agricultural finance to any grent,extent, is neither desirable nor possible. The 
desirability of starting land mortgage institutions began seriously to be 
considered in 1924. The subject was discussed at the Ninth Conference of 
Registrars (:926)' which recommended that Land Mortgage Banks based on 
co-operative principles are desirable in many parts o~ India. It further 
stated that lIO transaction should be undertaken which is not economically 
profitable to the borrower. Tho Royal Commission on Agriculture also 
distinctly pointed out that they can be so started and worked under exu.ting 
Act. The Commissioners said: .. The system of short term credit on COr 
operative lines has been working long enough in India to provide valuable 
information on the subject of rural finance; it has enlisted a large number of 
honorary workers w,ho are now familiar with the character of the problems 
that come up for daily decision, and it has called intu existence staff trained 
iu the management and direction of rural organisation. All these will be at the 
disposal of the hnd mortgage banks if they are regidtered uLder the Bame Act 
and placed under t.he same Registra!' as the ordinary co-operative societies .... 
For these reasons the Tenth Conference of Registrars (1928) expressed· an 
opinion tba.tlb.nd mortgage banks should be established under the provisions 
of the CO, operative Act already existing here. The following are the purposes 
for which it is the object of the societies (as stated in the model by-laws) to 
'raise funds and'lend them to members on the security of mortgage of immove· 
able property:-(') The improvement of land and methods of cultivation. (2) 
'The installation o!" purchase of costly agricultural plant and machinery'. 
(3) The redemption of mortgaged lands 'and houses and the liquidation of 
old debts. (4) The purchase of land for the purpose of land improvement 
or for making better cultivation pos~ible in the general interests of' the com
munity or for bringing under cultivation, cultivable waste, forest, or fallow 
lands. :rhe area of oporations varies with the requirements of each ease. 
-In one society it is restrictedI to only a taluka-a sub- division of a revenue 
district. III others a whole revehue district or'even more may bll allowed. 
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The liahility of a memher iB limited. He must pay an entranceifee ofRs. 5 
and most have a minimum 8h.lre~holding to the extent of J /20th of the loan 
he bOrrows from the society. The Booiety on the other hand, can borrow 
upto 20 times its share capital. .All the loan8 of the 80ciety can be made 
only on the mortgage of immoveable property in no case of a value less tban 
twice the amount of the loan. The maximum 88 mentioned in the model by
laws for a loan to one member is dB. 1000. Debentures are to be raised by 
the Bombay Provincial Co-operative flank and Government has agreed to 
purchase 80me. 

A oentral reserve fund is to be created and kept in the Provincial Dank 
B"parately for land mortgage business and i.t is to be tra~sferred to the 
central land mortgage balJk when one will be organised. 

Notea.-Iu Germany tbe Land Mortgage Banks (Landschaff) are some·of 
the typicalinstitutions that are working at pre .. ent in Europe which enjoy the 
privilege of selling the mortgaged property without the intervention of Civil 
Courts. The Land Mortgage Banks in Germany so to say work as a. self
regUlating body something like aState within the State. Both the borrower 
and. the .lender know exactly where they stand and the arrangement is 
calculated to stimulate a proper sense of responsibility in both parties to 
the transaction. It is proposed to empower the Registrar lWith similar 
.powers. But one has to remember that conditions ill India are entirely 
different. There is the joint family system and title to land is not always 
clear. .It is feared that it will give cause to great dissatisfaction if tlle 
Registrar is empowered to sell by public auction without the intervention of 
the Civil Court, etc., any property mortgaged wit.h the LBnd Mortgage Bank 
or&society for loaDS advanced by such bank or society. 

Red.,mptioD of old debt.-The average agricnlturist has as is well-known 
to pass through life, often with a heavy debt hanging over his head. This 
is specially the case in tracts liablo to scarcity. It is not, however, so much 
the amount of the debt, as the unproductive nature of the use of the loan 
and the heavy rates of interest it carries that serio1ll'ly affect the 
agriculturist's financial position. 

It will be clear from the observations made on the subject" how io 
increase the wealth of the people." (See pp. 38-51 ante) th!!.t great impor
tanee is to be attached to the need for incrAased production but the influence 
of better .farming and intensive cultivation on reduction of debt lWiIl bll s10;W 

and gradual. In the meanwhile it would be unwise to allow this burden on 
the land to grow hoavier, and some method of direct attack is necessary to 
reauce the incidence of heavy jnterest charges which are in effect, a tax on 
production. Helice it is desirable to give to agriculturists who possess 
IIbflicient credit an ,opportunity of redeeming their property or freeing them
selves Crom unsecured debt within a reasonable period of time through some 
form of credit organisation on co·operative basis. 

Attempt at wholesale redemption of debt by co-operative societies have 
not .always proved' successful, and it has been found that SOIte of the 
persons relieved have again fallen into debt. Improvements in the general 
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economic position of the cultivator and change in his out-look are necessary 
if attempts at redemption of debts are to be made with reasonable chances 
of SUCCetls. If the..e conditions are fnlfilled co-operation would be of great use 
in saving people from debt As the Royal CommiBBion on .Agricnlture says 
.. Tho greatest hope of the salvation of the rural classes from their crushing 
burden of debt rests in the growth and spread of a healthy and well-organised 
co-operative mnvement based on the careful, educative and systematic train
ing of the villagers themselves." It would of C01lrl!e, be beUer for the 
agriculturist debtor, in many cases, to dispose of part of his land and free 
himself at once from debt, rather than to make fresh debt to repay au old 
debt. 

The position of the agriculturist in connection with old debts is not so sim
ple as often it is thought to be. Old debts are not always the result merely 
of usurious rates of interest charged by Sawkara. (for the causes leading to 
the indebtedness of agriculturists see '.Agricultural Indebtedness' by the 
writer ). In brief it may be said that it is not money that is so important 
in debt redemption as the agriculturists' attitude towards debt. So long as 
he takes debt as a matter of course nothing can free him from debt· 
Formerly. it was all a tUBBle between the sawkar and the debtor the sawkar 
trying to take as much as possible. and the agriculturist having lost all 
hope of paying full interest and repaying the principal trying to spend as 
much as possible out of his income. Whatever was not spent went to the 
sawkar. On accouIJt of the wholesome legislation namely the Dekkhan 
Agriculturists' Relief .Act, 1879 which is passed with a view to protect the 
interests of agriculturist the sawkar has not much to gain now by going to a 
Court of law. He can be very exacting onlY if the agriculturist has to go to 
him every now and then for current needs. If the agriculturist is made 
independent of the sawkar for current needs. the latter must as a rule come 
to termB with the former. Therefore. auy scheme of debt redemption to 
be ~uccessful. arrangements must be made for providing sufficient current 
finance both in good and in bad years so that the borrower may not again 
be driven to take loans from sawkar for this purpose. 

There is another important aspect from which his positiou ought to be 
judged. Which is the greater immediate need of the agriculturist whose stan
dard of living is below. what is required for meeting the bare necessaries of 
life? Should the agriculturist use the savings h3 might effect by joining a co
operative society for raising his standard of life or should he prefer to live 
as miserably as before for another decade during which his savin[s may 
enable him. to clear off his old debt? It is found that the agriculturist 
often raises his standard of life and leaves the debt to take care of itself. 
(See notes under the head 'better living' at pp. 49-50 ant.,). Attempts 
are recently being made to solve the problem of providing credit for the liqui
dation of old debts by tho establishment of land mortgage banks and three 
societies are upto now registered. Though these have started their preli
minary work, no loan business has actually been done yet. (See 'Land 
ldortgage Bauks', at pp. 177·79 supra. 
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In the meanwhile reference to the agency thro11gh which debt redemption 
i. being carried on at present seems necessary. Agricultural credit societies 
have given loans for debt redemption in the past and action in the same 
direction is recommended for the future. The Ninth Conference of 
Registrars (1926) was of opinion that (1) it was desirable that well-conducted 
village societies should undel'take liquidation of old debts, but no such 
society should take up the work until it was in a posiLion to lend money for 
B sufficiently long period to enable members to repay their loans to it from 
their income. (~) It was recognised 'that Provincial Banks and Central Banks 
may lend a portion of such funds as they are in a position to invest money for 
a long term in auisting viilage societies to take up the work of liquidation of 
old debts. (3) A society undertaking liquidation of debt on a large scale should 
prepare definite schemes after ascertaining carefully 'the debt both secured 
and un8ecured of the members alld the lands they hold and that iu this work it 
shonld be 88sillted by the tr nion staff, the staff of the Central Bank or 
officers of the Co-operative Department. Such schemes might follow the 
general lines given below :-

Inltructionl by the Registrar.-For the first year or two societies are 
advised to advance loans for 1 or 2 years only for the current expenses of 
their membJrs. And then 88 instalments are recovered should proceed to 
liquidate other d"bts. Societies must be cautious not to use loans or deposits 
fixed with them for one year in advances for 5 years to their members. 

When debt redemption is 'taken up it sbould be taken up for the viIIage '. 
as a whole.-All the debts of all the members of the society should be sche
duled aod a regular scheme of redemption worked out. Only in this way can 
the productiveness of the village be really increased and only in this way, it 
is desirable to give loaDs for the purpose. (See Registrars' Oircular No. 133 
oj20th April, 1920). Every old dobt of every member must be shown in the 
statement, and the statement should clearly mark which of the debtors are 
to be excluded from redemption with the cause of exclusion, namely, 
whetber he does not require help or whether his condition is hopeless. The 
scheme mnst show exactly when each of the debts recommended for redemp
tion is to be paid off and how. and when repayments are to be made. In general 
the society selected should bl'in tbe • A' class; but for special reasons 'B ,. 
class societies may also be considered if there is a spontaneous demand from 
Buch a society and it appears to be prima facie reliable. The liquid16tion 
Bcheme should provide for the debts of all the members included being 
redeem I'd within three years, or at the utmost within five years. When any 
member has been selected for redemption, his debts must be totally redeem
ed. .As far as pouible, the scheme should show not only creditors' claims 
but also for what smaller sum the creditors will compound in consideration 
of prompt payment. It i8 most imp01·tant in debt redemption schemes to en~Uf6 
that the sawkar doe8 not get paid too muck. 

The debts redeemed should be unavoidable, and as rar as possible, pro
ductive debts. A debt incurred for land purchase may be redeemed if (a) a 
reasonable portion of the price of the land, say at least ~O pef cent had beeq 
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paid olf by the aebtor from his own resources, and (b) .if it ill clear that the 
average margin of profit ·derived from the land so brought if> sufficient to 
enable him to pay olf the debt ·within ien years or in other words, if the 
margin of profit in a normal year repre-entl :l5per cent. or more of the 
purchase price. The deutor whose dabt is to be redeemed should possess the 
following qualities .- (a) He sbouldbe of good character and proven puno
tuality in repaying obligations. (b) His holdillg must be .economic, i.e i" 
a'normal year he must be able to derive a clear profit. (c) He must have 
proved his thrift and industry b) ·eiLher increasing hito deposits in the society 
year by year by -voluntary deposi~s or by year h." year repaying part of his 
private debts, or by both. (d) He must have sufficient assets to be fullsecu
rityforthe loan, the assets being worth at least tJuoee times as much as the 
loan; Provided that if the debt was incurred for the purchase of new 
remunerative land under conditions such as have been stated.in para 4, the 
loao may begiven upto half the assets. (e) He must give a written agree
ment that after the liquidation of the debt he will not, till the loan has been 
fully repaid, borrow outside of the society, the sanction. being that ,if he 
does, the whole outstanding demand shall at once.be summarilY recovered 
whatever the instalments fiKed may have been, and that he will be expelled 
from the society. The .financing agency .on the other hand should grant ex
.tensions and postponements of instalments rreely in .caso of a provon famine 
or scarcity year. It has to be remembered that thrift, savings. careful 
management and rapid increase of voluntary deposits and reserve funds .are 
the first conditions of success, without which nothing fruitful can be hoped 
for -(S66 Registrar,' Circular No. A. D. M. 98 qf 14th F"bruary·1924). A 
scheme should be drawn up in which the amount of debt incurred by each 
.and every member of the society should be melltioned. In the case of mem
bers who are unwilliog to receive loans from the society for debt redemption 
or who are Unfit for it, proper remarks should be made in the remarks (,olumn. 
The remaining case will be of members for whom the society should consider 
the question of providing the necessary finance, for debt redemption. The 
main object of preparing the debt, redemption scheme is, first that the 
society might know exactly what the economic position of its members is 
and secondly that it should be enabled to utilise its funds to the best advan
tage in relieving the most needy first, and less needy afterwards. Complete 
redemption of all membere, all at once Is in most cases, impracticable, 
bllt relief in batcbes should be quite possiblo-Registrars Circular No. 
A. D. M.- 98 of 14th December 1924. 

In dealing with applications for debt redemption schemes the main con
lIiderations shDuld be :-

(1) The repaying oapacity of the individual, i.e. the net saving available 
for Topayment of annual inshalments of .principal and interest of the loan 
advanced. The annual instalments should not ·exceed 25% of the annual 
income ordinarily. (2) The valution of the property olfered as security should 
be carefully made.-See Registrar,' Circular No. A.D.M.·98 dat.d 25th JU7U! 

1928. 
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lo. acoordance witb the opinion 8lrpressed. at the conferanoe of RegistraI'B 
tho. Registrar has issueil & Ciroular N o. A.D.M.~98 dated 18tb J aouary 1930 
to the following effect. .. Tho two limits (1) for the current needs and (2) 
for long term loaos; shonld ba kept separate. It should further be noted 
tbat in the C&8e of long term loan, all borrowing should be from "'Central 
Bank 01' Provincia)' BIWIi only, and no part of non-member&' deposits or 
socielly' •. othel! funds should! b.r used for the purpose. The loan is to be 
advancecUo.ilhe DlBmber on his individual responsihillty:on,the secul!ifly. of 
his material. assets ands as euch the Bank wiu recover its dues in tbe first 
instance, from the.individual members financed from the materialsecnrity 
offered by each of tbem. The collateral liability 011 the society will' only 
be enforced a8 a lael; resorhin ezeeptional eases'" 

35. A society shalL receive- deposits. and, loans from 
persons wno: 81re' not members· OI'lI:r til 

bo~::l~!~ons in such extent and under'sncb conditicm& a!f 
m9.Y be prescribed by the ruleS' or by the 

by-laws of the society. 

Commen,tary. 

Old law.-S. 9 of the Co,orerative. Credit Societies. Act, 1904, 
had in addition the following::'-''' A Society may receive 
deposit fwm members without restriction." For s. 30 ofthe Co
e>perative Societies Act" 1912, see Appendix B. 

HietoI'Y • .-The friendly Societies. Act, 1896" as, amended 
bY' the Societie&' Bouowing Powers Act, 1898; provides, that; 
money in. pursuance. of. rules be, borrowed, from members Olr from. 
othell persons- by any registered! Soaiety specially: authorised. 
haying for its. object. the creation. of fund:tto· be lenu to· mem
bers or fOil their benefit" and having in ita rules. provisions than 
(1) no part of its funGs shall be divided among: the members; and. 
(2) all money lent to, members shall be applied' to such purpose 
as the soeiety or its eommittelb may appl'OiVe. 

The Burma Co-operative- Societielt Ad, 1927, adds:
'A Co. operative- Society "'shall' in l'espect of such deposits or 
loans make such provision for the· maintenance of fluill resour.eelt 
as the Registrar mar, by- general or' special order in thiIJ behalf; 
prescribe. " _(s.37)~ 

Objecl_-Mr. 'Wolff says: "The first d'uty of the Panchayat 
(Committee) will be to steady promotioD of thrift and' thait on two 
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distinct grounds. One, of course, is the desirability of accustom
ing members to habits of thrift and to keep them to such, and 
so to train them eventually to a capacity for acquiring property 
of their own by provident action. Their comparative wealth 
to be got, is to be of their own making or it will be fleeting and 
uncertain. The second ground is this, that the society must 
need be able to do the work proposed for it, acquire funds of its 
own to operate with. Now this can only be done by collection 
of sums to be entrusted to it for keeping on behalf of their owners. 
All credit business, when traced to its root, consists of collective 
money in order to be able to lend it out again. But our specific 
business also is to help the poor man, by means of his deposits, 
safely kept for him, and beneficientlyemployed to raise himself 
to the status of a capitalist." 

On the question of outside help Mr. Wolff says:-"The possibi
lity of help from outside there will have to be. We could not do 
without it. Indeed, one distinct object in our organisation is to 
provide for it within legitimate limits and in a legitimate way. 
It gives strength. It is often enough of material assistance at 
starting. It is an invaluable resource in times of trouble to fan 
back upon. However, it is really intended only as an emergency 
help-a crutch, so to put it. not a natural pair of legs." Again 
he says: "There is a danger in habitual borrowing from out
side, and prolonged dependence on outside support." Mr. Durand 
has gone so far as to speak of money borrowed from outside 
whether it be from a Contral Bank or from any other source, as 
a state of being "in hospital" being on the sick list, in a condi
tion under par, in a state of debility from which it must be the 
first aim of the society to escape by rousing itself to new vigour 
and throwing off the yoke of dependence. Now this is obviously 
going too far. For avowedly it behol"es societies. through their 
Central Bank, so to organise themselves that they may be able to 
assist one another in case of need. balancing the emptiness of the 
one by supplies from the over·abundance ofthe other, and drawn
ing upon treasure even beyond their own pale. And even in the 
local society itself, it is .. other peoplu's money" that is wanted. 
However, .. such other people's money," and, on a large scalo, 
Central Bank or Joint Stock or Debenture holders' money, is not 
to be given but honestly "earned "; .. bought" by a return 
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value of recognised liability, purchased as a matter of free 
bargain and exchange. 

Deposita are sums obtained by a society from other members 
or non.members on the ordinary terms prescribed by its by-laws 
or general meeting. It is ordinary money lodged in a bank for 
safety or convenience. In this section it is understood to consist 
of money offered to a society at its fixed rates. 

Loans are sums raised from a Central Bank or other financing 
agency on such terms as may be laid down by the lender. They 
are generally obtained because a society is not able to get enough 
deposits. ( See also rule 13 in Appendix A ) 

Loans and deposits from non-members in the case of 
unlimited liability societies are subject to the restrictions 
laid in rule 7 ( See Appendix A), Non-members' deposits 
show the confidence that outsiders feel in societies and non-members 
do not hesitate to extend periods year after year. But when societies 
become negligent and accumulate arrears, they raise a hue and 
cry suddenly. Not only is the credit of the societies affected, but 

I practical difficulties in regard to the future finance of the societies 
by central banks, arise. Non-members' deposits are, therefore, 
being discouraged of late in primary agricultural societies. 

Restrictions on borrowing by societies with limited 
liability are placed by Government and are described in rule 8 
(See Appendix Afar Rules. ) 

Importance of Local deposit..-The success of a society will largely depend 
on the amount of deposits and leans which it is able to collect. Ordinarily a 
society should prefer depoRits since they are a proof of its own credit and 
generally cheaper than loans. A. society should always prefer local depoaits 
to those drawn from a distance. Local deposit. imply thrift in the village, 
form good lying money. and they tend to interest in the management of the 
society a useful body of men who stand as sentries over their own deposits. 
The Committee on Co-operation (1915) considered that it should be the aim 
of primary societies to get as much in the way of local deposits as they 
could. The Committee went on to state: .. When a society is fully estab
lished on sound lines it may very rightly do all that it can (subject to any 
limits that may be placed on its total borrowing power) to obtain such local 
money as is available, and unless as the movement progresses there is a sub
stantial increase in thi& clllS8 of deposits it will have to be inferred that 
Co-operation has failed iu one of its main objects." Such deposits are 
generally mado from money which otherwise would be idle and often form 
the hoards of the peasants." 

241 
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Notel.-Interest should be paid regularly, either yearly or half yearly 
at the rates fixed in the by-laws or by the general meeting of the society. 
Different rates should ordinarily be .allowed on deposits which are:-(a) 
Current or savings, (b) fixed for six months, (c) fixed for one year, (d) fixed 
for three, five or ten years. If deposits are not taken away when the fixed 
period expires, interest nt current rates, should be allowed on the date of 
expiry until the owner either withdraws the money or gives notice t~t he 
deposits it for a further fixed term. 

Receipt of depoaits by Banks and Societies with limited liability.-Socie
ties of this type may accept current, savings, or fixed deposits from any 
quarter without restriction, . provided that they are efficiently managed and 
have made adequate provision for maiutaining fluid resources. Efficient 
management means (a) that they are classed A or B at the annual audit, 
lb) that a fall due register is maintained and that notices are aent to all 
fixed depositors one month b:lfore maturity enquiring whether their deposits 
will be renewed or withdrawn, (c) strict observance of the by-laws and Rule 
of No. 8 (see Appendix A. ) No fixed standard of fluid resource can be laid 
down. In the case of central banks and societies with working capital 
exoeeding RH. 50000 this point is watched by means'of the Quarterly Finance 
Statements submitted to Government under Rule No .. 18 (see Appendix A.) 
In the case of limited societies with a capital of less than RH. 50000 Audi
tors should always add to their audit memorandum a paragraph stating the 
exact amount of fluid resource and their opinion as to whether it is adequate. 
The following standard of fluid resources will be adequate. 
(1) Savings Bank .Balance 50% 
(2) .Current Accounts 60% 
(3) Fixed Deposits falling due within the next 

3 months. 33% 
(4) Undrawn balance of cash credits to societies 

and members. 50% 

Total Fluid Resources required. 

P,()t)ision oftTI8fiuid r68ollrge. 

(1) Cash in hand. 
(2) On Current Account. 
(3) On Savings Account. 
(4) Investments in securities at 90% of market value. 
(5) Deposits in other banks 90% 
lG) Undrawn balance of cash credit from other Banks or 

Bankerd. 
Total Fluid Resources provided. 

&S. All P. 

Repayments from loans due in the next quarter may also be considered. 
bnt it will not be quite safe to depend solely on these incomings for purpose 
of fluid resources. (Registrar's Circular No.109). 
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Th.l_ received by .ocieti .. can be classed according to the following 
maio heads :-(1) Loans from central aod provincial banks, (2) Loans 
from other societies, (3) Loanl from individuals or iostitutions (4) Loaos 
from Governmeot. In the first place central banks have enough funds, a 
credit IOciety, therefore, is hardly required to tll.ke a loan from another 
credit society. Secondly, the loan of money by one society to another re
qnires the speciailianction of the Registrar nnder the .A ct and the Committee 
on r.o.operation (1915) thought it impol'tant that Buch loans should rarely if 
ever, be given except through t1le medium of a central bank or union. 
Unleu the societies are in that way tied to particular fioancing centres, 
there is a risk of confusion of liabilities aod central bank will find it im
possible to forect\8t the calls likely to be made upon it. 

Loanl from Government fall under three different 
heads. 

(1) Loans to Dairy' Societies, Credit Societies among Depressed Classes or 
Criminal Tribes. Industrial Productive Societies and Power Pump Socie
ties. 

(2) Loans under Agricnltnrists' Losns Act, 1884, aod 
(3) Loaos under Land Improvement Loans Act, 1883. 

N. B.-For loans to Housing Societies by Government and the details 
regarding 10llos from Government see notes under s. 33 and the Handbook 
of Co-operation for Societies in Bombay and Sind by the writer. 

A rural society may raise funds by means of (1) deposits and (2) loans 
from co-operative credit societies or from central financing institutions. A 
maximum limit for non-member's deposits and loans is fixed in the by-laws. 

There is no limit for member's deposits or shares. Deposits for periods. 
shorter than two months are forbidden by rule 10 (see Appendix A). 

Plovi.ionl for .avings deposita is made in Ulodel by.la ws (No. 42A) for 
agricultural credit societies. 

Narmel Credit Stetementa.-The co-operative system canoot be made as 
elastic l1li the Sawakar's who has the absolute dis(lretion as regards the dis
posal of his funds. In the case of co.operative societies certain formalities 
have to be observed. This system of working shonld not, however, be 
rigid and should be such as can be understood and followed without 
difficulty by a popnlation not very conversant with business practice. To 
remedy this defect systematic and regular preparation of maximum credit 
statements approved by general meetiogs of societies and duly checked by 
supervisors or Bank Inspectors and sanction of special limits for members 
who require loans in excess of the general limits mentioned in the by-law 
is neceasary. 

Loan. from Central or Provincial Benb.-For the present the main 
source of outside capital consists not in deposit but in loans from central co
operative fin ancing agencies 8uch as District Central Banks and the Bombay 
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Provincial Co·operative Bank. To such agencies applications by societies 
for loans are generally made, and such an agency on receiving a request 
for a loan has to consider its treatment. In some cases the request is 
received through the office of the Registrar who has alreadY, after receiving 
the reports of his subordinate", satisfied himself as to whether the loan may 
safely be given and has endorsed his sanction for that amount on the appli· 
cation. In some cases the orders on the loan are passed by the Central 
Financing Institution itself. In other cases but not generally a Bociety be
fore obtaining a 108n has to be admitted to membership of a Union c!llled 
the Guaranteeing Union. A Guaranteeing Union is a body of which the 
only members are agricultural credit societies within a circle of radius of 
averaging generally about 5 miles. One of the main objects of the union is to 
provide a means of assessing and guaranteeing the credit of each co-operative 
society admitted into it. In applying for loan the borrowing society has to 
convince the Central Bank that its credit is good and that it can be trusted 
with the amount. Credit depends on the good management of the society 
by the managing committee, absence of overdues, active belief and support 
of the society by its members 88 shown by their savings and fixed deposits 
and the property of the members. 

Application. to Bombay Provincial Bank.-A society in a district iu which 
no central bank has been established should send its application direct to 
the Assistant Registrar who if the society has not been previously valued 
will cause the statement of 88sets and the general managementto be·varified 
by the Bank Inspector. The Registrar on the Assistant Registrar's report 
after examining the society's record, will recommend such loan 88 may 
seem to him proper and will forward the papers to the Bombay Provincial 
Bank for final decision and disposal. The bank, however, does not bind itself 
to lend upto any settled proportion of the total valuation but will be guided 
by the management of the society and the sopport given to it by its own 
members and its past record. 

Central Bankl.-Being base'las they are on limited liability, central banks 
are required to raise initial capital in the shape of shares of the denomination 
of Rs. 50 and usually fully paid upon allotment wbich thus provides the 
guarantee fund on the security of which additional recources are secured by 
way of deposits and loans. As a co-operative society cannot make advances 
except to its members, it follows that societies have to become members 
of the central banks in whcse area of operations they are located. In 
Germany, with its system of central bsnks of the puro federal type; each 
of the primary societies is called upOn to contribute to the share capital in 
proportion to the extent of the bUliness transacted by it with its central 
bank; and as all locieties have not to borrow throughout the year from their 
banks no inconvenience is felt in giving effect to this policy. In the Bombay 
Presidency, as in other parts of India the same practice is followed in order 
to enable the 'central banks to increase their guarantee fund and enhance 
their borrowing capaoity, although a majority of the constituent IIncieties 
can only put in the amount of their share subscription bl':. ~sorting to fur-
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ther borrowing. Thie compulsory contribution to the share capital at 
present ie fixed at one-twentieth of the borrowings. Under rule 8 (see 
Appendix A) restriction ie placed upon the borrowing Capacity of a limited 
liability society. 

Depoeits.-The outside capital of· central banks is raised usually in the 
Ibape of deposits, fixed, savings and current. Prominent among the de;; 
positors in almost all central banks are the local bodies, municipalities, 
district bor.rds, school boards and village punchayats which are r.ll r.uthorised 
to deposit funds in their local co.operr.tive banks within prescribed limits; 
The bulk of these deposits are for fixed periods of one year and over. De
posits for shorter periods are not very common as they cannot be suitably 
employed in loans to societies. Central Banks now open current accounts 
both for societies and individuals and offer and extend facilities for the 
operation of these by means of cheques for the collection of dividends and 
drafts and for the provieion of other banking services. 

Loan •• -To snpplement the resources obtained by means of deposits' 
central banks can raise loans; and in view of the exietence of a provincial 
bank in the Presidency such loans are arranged with that bank only. Only 
two central banks have now occasion to borrow regularlY from the apex 
bank, othen having developed ·Iocal resources sufficiently enough to be in
dependent of euch BIIsistaoce. But a good many of the banks still continue 
their credit arrangements with the apex bank to fall back upon on emer' 
gent oCCBllions; while almost all of them have overdraft arrangements 
with the provincial bank against their holdings in Government Securities or 
their deposits in the bank itself. The Iystem of financing central banks 
at present introduced ie that of short· dated bills, the rate of discount vary
ing from season to season and being sometimes as low as 6 per cent •. The 
lecurity for these borrowings ie the demand promi88ory note of a bank itself 
backed by the bonds or promissory notes of primary societies financed by 
it. The credits are renewable every year and intel'est ie payable half-year
lyon the cash credits. In addition to al4these some banks arrange, bY' 
special permission for credits against Government securities with local 
branches of the Imperial Bank of India, and this provision is considered 
useful as a fluid resource against demand liabilities in current accounts. !To 
avoid any unwholesome interlocking of liabilities interlending, even 
in the shape of deposits, by one central bank with another· is prohibited, 
and the apex bank truly becomes the reservoir of all the surplus funds of 
the central banking system. The provincial bank offen long term loans to 
central banks for being advanced to primary societies for liquidation of old 
debts. However, the central banks have availed thtlmselves only of the loans 
for land improvement granted by Government through the provincial bank. 

The sole reason for the existence of central co operative banks ie to 
balance the surplus or deficiency in the resources of affiliated primary Jlocie
ties and as hardly any agrioultural credit societies have surplus resouroes 
throughout the year, their business comes to be limited to ths financing of 
all constituent societies. The financing of individual. by central banks 
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is looked upon with disfavour, and the only departure permitted is the 
grant of over·drafts or fixed advances b:y a bank on the security of an in
dividual's deposit-s in the bank itself, and under very special circumstances 
on the security of Government paper or the pledge of agricnltural produce. 
The bulk of the tran~actions of central banks are with agricultural credit 
socieUes. Special types of societies such as producers' and artisans' societies 
or housing societies or lands improvement societies have special arrange
ments for obtaining loaus from Government :md rarely seek financial 
assistance from central banks. 

If at all, they are financed by them, the accommodation allowed on the 
security of their general apsets is small i alld for larger advances additional 
security is called for in the form of pledge or hypothecation of goods or 
other property. The same holds good 'of non credit agricultural societies 
which are sometimes allowed large credits on the security of agricultural 
produce sl1ch as cotton, while the practice of obtaining the personal security 
of members of managing committees is not unknown. Non-agricultural 
credit societiel classed al urban banks usually work on their own capital 
raised by means of shares and deposits, but if these or smaller societies of 
this type seek finance, it is provided within limits. on the;r general assets, 
and for further amounts on specific security such as assignment of bonds or 
other documents and the pledge of goods or Government securities. 

Credit Statemenu.-In all efficiently conducted banks, agricultnral credit 
societ·ies are now financed, more or less, on the basis of the detailed state
ments of normal credits of members prepared by them, but with an absolute 
maximum of one· third of the total unencumbered landed assets of the mem
berll. It is one of the important duties of the supervising and inspecting 
authorities to see that these credits are paid by the societies at the proper 
time and sanctioned by the banks without delay,{ The statements cDnwn 
information member by member, on their previouhecord of dealings with 
the society, the deposits, the value of lands held, the acreage and class of 
crops to be cultivated whether on owned or leased lands, the requirements 
for various purposes and the approximate time when these would be needed; 
the credits proposed by the committee and those sanctioned by the general 
body. The members are thereby enabled to exercise a check on one another 
with regard to borrowing. After making allowance for owned capital and 
recoveries and adding a small provision for contingencies, some banks, 
sanction maximum credits for the rear instead of fixed loans, making these 
credits drawable at short no~ice in accordance with the demands noted in the 
normal credit statements. Such credits come up every year for revision, 
when an opportunity is offered to review the position of a society throughiy. 
Cash c:redits are scarcely ever allowed to agricultural credit societies, but 
are granted occa.sionally for societies whose transactionll are of a commercial 
nature. Although credits may be allowed the drawings made are for specifio 
purposes to be noted on the applications and the periods of repayment are 
Ilxed aQcording to lIucb purposes. ExtensioDs are granted when crops suffer 
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for want of sufficient or timely rains, and they are also granted for special 
reason. after consideration of eal"h application on its merits. 

The .taEE 01 i ... peclon maintained by the bank examine the statement of 
assets and normal credits, and watch over the use of loans and the progress in 
recoveries and keep the banks in touch with the working of their affiliated 
societies. 

Long tena loa .... -Separate applications have to be submitted for long term 
loans for land improvement or debt redemption and the maximum period 
for such advsnces is ten years. However, in advancing such loans collateral 
security of the mortgage bonds created by members in favour of their socie. 
ties and re-endorsed by the latter with central banks are obtained. (Adopted 

/rom a no~ on the Financial Structure of the Oo-operative Movement by 
V. L. Metlia, Esq. B. A. ) 

Urban b.nka.-Besidcs share capital and Reserve Fund, these banks 
also attract deposits. These will be of three types :-Fixed, Savings' and 
current deposits. Current Account deposits are the cheapest form of de· 
posits but they are the most difficult to handle. Large amounts may be 
deposited in single accounts and heavy withdrawal" from a few such 
accounts may be ordinarily expected and provision for good fluid resources 
must allVays be made. Besides these the banks can count upon the assist • 

. ance of tho central co-operative bank of the district, the Bombay provin' 
cial co.operative bank as well as the Imperial Bank of India and other 
Joint.stuck banks. Such assistance may be received by rediscounting of 
handi811 purcllased from their members; or by getting loan3 and overdrafts 
either on the security of Government papers and such other securities by 
endol'lling. in favour of the bank the bonds received from their members. 
Precaution should, however. he taken that the bank does not rely too much 
on Buch assistance. Such assistance, if resorted to temporarily or under a 
crisis, is quite wholesome and useful for the bank and makes it all the 
atronger for it, but if such assistance is often resorted to, it will be a source. 
of weakness rather than of strength. The wholesome check placed upon 
the borrowing of money by rule 8 (see Appendix A) is not such as to put 
unneceesary restraint on the safe ·acceptance of deposits. Even in the case 
of Joint-stock banks a perusal of the Balance Sheets. will sbow that these 
banks do not consider it prudent and safe to go beyond ten times the ahare 
capital and reserve fund, though no statutory restriction is placed on their 
accepting deposits. 

The Bomba, Provinci.1 Bank.-This bank has decided that the societier 
borrowing from this bank should become its members by subscribing at 
least one share. Tpe bank has obtained the required long, term capital by 
the issue of debentures and shares and owing to the special conditions in 
Bombay mainly relies on short term deposits for the requirements of its 
societies. Overdrafts against fixed deposits are allowed to co.operative 
societies and banks bnt not to individuals. The grant of this facility induces 
Bocieties and banks to deposit funds for fixed periods and obtain over-drafts . 
when necessary. 
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The bank is at liberty to receive deposits from members or other indivi~ 
duals or from co-operative societies to the extent of eight times its paid up 
share capital and reserve fund as its Board may think fit provided that the 
Bank maintains in cash and Government and Trust Securities an amount 
equal to 40 pE'r cent. of the deposits payable on demand_ Co-operative 
societies are allowed preference in regard to deposits, and preferential 
terms are invariably quoted to them. The fluctuations in rates are communi
cated:by the Bank from time to time to lending societies and Banks in touch 
with the money markets, in accordance with the movements of which the 
Bank's rates are regulated. The deposits held by the bank now are mostly 
from persons and in!titutions connected directly or indirectly with the Move
ment. The Bank receives deposits from Local Boards and Mnnicipalities. 

Savings Bank accounts are anowed to be opened by individuals as well 88 

co-operative societies. 
Current accounts are opened for individuals aud co-operative societies at 

the head office. Cheques, dividend warr~nts and hundies are accepted for 
collection and credit of the accounts and only actnal charges are recovered 
from the constituente. The current accounts are to be operated by cheques,· 
the printed fOl"lIlll for which are supplied by the bank free of charge. To 
mofussil customers the additional facility is granted of drawings on their 
accounts by hundies. The branches of the bank are also permitted to open 
current accounts of societies. As the societies are generally indebted to the 
bank they caunot be expected to have large balances in their current accounts· 
However, the volume of business in these accounts is growing and more 
acconnts being operated upou and these too more frequently. Transfers 
from loans to current accounts for a week's reqnirements to be drawn by 
means of cheques favouring members are getting more and more popular. 
Current account business is being popularised by the issue of vernacular 
cheque forms, the drawing, signing and endoriling of cheques iu vernaculars. 

Sinking Fund is maintained for the repayments of debentures on maturity. 
This is required to be done in view of the agreement with the Secretary of 
State for India in Council This has made it necessary to exempt the bank 
from the operation of s. 33 of the Act relating to the allocation of one-fourth 
of the profits to the reserve fund. However, reserve fund is built up from 
profits and with additions m:J.de from the premium received on shareS . 

• ' RMtrictionl on loanl.-The agreemeut with the Secretary of State for 
India provides that the funds of the bank shall be utilised for the purpose 
of granting loana to co-operative credit societies when such loans are 
approved or recommended by the Registrar. The maximum interest to be 
cha.rged on advances to societies is restricted to Sper cent. per annum by tho 
agreement and the maximum period of each loan i~ restricted to 10 years 
from the date of the loan with the provision that the term of the loan csn 
be extended for a further period of 10 years 88 the bank msy think proper. 

Overdrafts are granted within certain limits to all classes of societies ou 
the seoarity of their ued deposits with the bank at a rate of oue per cent 
above the rate paid on the deposits. 
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Trade Billa aDd Hanken' Billa.-Within such limits all may be recommend
ed by the Rel!istrar of co.operative societies and sanctioned by the Board, 
bills of urban and central banks are discounted by the bank at a rate of 
discount not exceeding 8 per cent. Once the limits are sanctioned and the 
parties approved, bills are discounted upto the iimit without further re
ference to the Registrar. 

Caa& credits are granted to well-managed co· operative societies and 
banb on their general assets on Government Securities, or on the pro-notes 
of individual members of Urban Banks and of affiliated societies in central 
banks. Iuterest on the accounts is payable half yearly and may be payable 
by certain classes of societies on half the amount of the credits even if nn
drawn. Such credits it not renewed are repayable on the expiry of the 
period sanctioned, which in no case exceeds 12 months. 

Maximum credits to central banka.-Maximum credits are granted to 
central banks at a rate. about i to 1 pet: Mnt. lower than that charged to pri, 
mary societies. The limits are fixed OIice a year by the Board on the recom
mendation of the Registrar for 12 months on the expiry of which period, the 
credits have either to be renewed or repaid. Drawings are allowed, in 
accordance with forecasts of monthly requirements to be submitted half
yearly in advance, on seven days notice. Interest is charged half-yearly on 
actual drawings only on the cash credits. As collateral security, the de
mand pro· notes of primary societies in favour of central banks as re
endorsed by the latter in favour of the bank are obtained. 

MlUlimum credits to primary societiea.-To all agricultural credit societiell 
ill which the normal credits of individual members are fixed at a general 
meeting, maximum credits are sanctioned on the Registrar's recommendation 
after a proper scrutiny of the statements of credits and sucb other inquiry 
as the bank may desire to institute. The credits ar-> to be operated upon 
according to forecasts and after notice and are liable to suspension for mis
management. Societies under the branches or lying in compact groups can 
secure this facility with greatElr promptitude than isolated societies, because 
they can be supervised and their affairs watched more easily. Once the 
credits are sanctioned no further references to the Registrar are necessary. 

All Resource societies, urban and rural and such classes of consumers' 
or producers' societies as the Board may wish to finance, can obtain fixed 
101408 from the bank on their general assets or such ,other security as the 
Board may prescribe. The amount of loans to be granted to an agricultural 
credit society is determined by the assets of its members in land, its manage
ment and financing position, its owned capital as represented by its 
reserve lund and members' deposits. and the needs of its members for vari
ous ag~icultural purposes. In regard to other classes of societies the basis 
of assessment is the owned capital, the management, the class of business 
transacted and the nature of special security offered. Loans are granted 
for schemes of agricultural improvement, Buch as the sinking or repair of 
wells, the construction of embankments and dams, and the digging of canals 
for taking water from streams. Advances are also made for the purchase of 

25 
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machinery such as crushers, tractors, pumping plants, oil engines. Such 
schemes, however, are prepared in consultation with officers of the bank, the 
local Agricultural Orga.nisers, officers of the ~gricultural Department and 
the opinion of the Divisional Boards of Co-operation and Agriculture is 
obtained wberever possible on their financial aspects. 

Loanl for redemption of old debts secured on mortgage or otherwise to 
well-managed societies are granted. Such societies prepare complete achemes 
of debt liquidation in regard to all their members and furnish information 
on the nature of indebtedness, rates of interest, earning capacity, security 
and other matters. 

Recoverie. and elCtensions.-Societies which take loans are expected to 
repay the loana on the dates fixed for Tepayment_ In default, such action 
is taken by the Board as they deem fit, through the Registrar. Compound 
interest is charged on all overdue amounts. If owing to failure of rains, 
acarcity, floods or such other natural calamity, agricultural societies have 
been able to obtain repayments from their members, they may apply for 
extension which is granted on auch terms and after such enquiries as the 
Board prescribes. In the application for extensions, societies are required 
to communicate information, on the following points :-names of members, 
amount outstanding, amount repayble in current season, amount likely to 
be realised, balance, amount for which extension is granted, grounds for 
extension, period of extension and action proposed for amount not recover
ed by extension. Along with the applications, societies are required to for
ward a general summary of their financial position and state of crops in the 
village. For other classes of societies extension is granted only after enquiry 
in each individual case.-( Extraetd/rom a not4J on the Provincial Co-opera
tive BanTe, Bombay, by V. M. Thakors, Esq. B. Com.) 

Deposits by Municipalities in co-operative societies can only be mad" with 
the sanction of Government under s. 53 of the District Municipal Act (III of 
1901 ). S:lnction has now been given to the deposit of such surplus funds of 
Muncipalities and loca.l bodies in such co-operative banks of limited liabi
lity as are certified by the Registrar of co-operative societies under G. R. 
R. D. No. 2909 of 12-10-1920 and No. 8355 of 4-12-192L1. (But deposits by 
Municipalities in co-operative societies for municipal servants are not allow
ed.-G.O. 3829 of 19-2-1923. G.D. ) 

Deposits of Local Funds.-Under s. 74 (2) of the Bombay Local Boards 
Act (VI of 1923 ) the local fund shall be kept in the Government Treasury 
or in the Bank to which the Government Treasury business has been 
made over or in other bank or co-operative society registerEd or deemed to 
be registered under the Co-operative Sooieties Act of 1925, as may be 
approved by the Government. Under G.R. 140/A, R. D. of 19-6-1923, and 
G. R. 6990/24 of 7-8-1926, R. D. and subsequent G. Rs, Government has 
approved investment of Local and Primary Educational Funds in some 
District, Central and Urban Co-operative Banks. (See "Handbook of Co
operation for Societies in Bombay and Sind" by the writer. ) 

, Local contributions collected by villagers towards the COlt of school 
buildings may be deposited in a co-operative credit society registered ill 
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the aame village provided the Registrar certifies that the society is safe and 
well-managed and that arrangements have been made whereby the sum can 
be withdrawn at tbree months' notice -( G. O. 5378 of 17-11-1919. Ed. 
Dept. ) 

Deposit. by Court of Ward •. -Court of Wards is not precluded from mak
ing an investment other than in the securities authorised b,Y or under 8. 20 
of the Indiao Trusts Act. But it is ordinarily expected to follow that provi
,iOD of the law and departure from it may be made only in special circum
stances, i. e., where there are, circumstances which are special to the estate. 
-G. O. 2508 of 13-3-1918 R.D. 

36. Consumers', Producers' and Housing Societies, 

R •. t' may to the extent permitted by their as.rlc Ions on 
other traDsacti9ns by-laws trade with persons who are not 
with Don-membllrs. _ 

members, but the transactIOns of a Re-
source Society with persons other than members except 
as provided under section 34 or 35 shall be subject to 
such prohibitions and restrictions, if any, as Govern
ment may by rules prescribe. 

Commentary. 

History.-For s. 31 of the Act of 1912, see Appendix B. 
Object.-This clause introduces principles which are accept

ed in the co-operative movement in general and are necessary for 
practical purposes, but had been dealt with by rules framed by 
Government.-Objpcls and Reasons. Co-operation isa junction of 
forces among a number of persons more or less similarly situated 
and having a common object in view for attaining that object. 
Co· operation professes very lofty aims. It is to extend education, 
raise moral tone. create a band of identical interests. uniting men 
with men. It is not business, but common work. It aims not 
at profit but at rendering a common service. But co.operation 
with all its higher aspirations can never be expected to appeal 
for active support unless it offers some distinct and direct material 
benefit to its members.-Wo{ff on Co-opwation in Apiculture. 
Therefore. the object of a co· operative society must be the pro
motion of the economic interests of its members. It is needless 
to state that a society comes into existence to secure some 
material benefit to its members and not to others. It follows ftom 
this that a society may enter into transactions with non-
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members if they are likely to advance the interests of the members. 
The first principle of co-operative credit societies with which the 
movement has been for some time mainly been concerned is 
that non-members should be rigidly excluded from the benefits of 
the society, or in other words the essence of a co-operative society 
should be that its dealings should be only with wemb~rs. If this 
principle is departed from it would be impossible to exclude 
undesirables. 

Resource societies, i.e. agricultural credit and urban credit. 
But even agricultural non-credit societies and other societies of 
resource type such as Taluka Development Associations cannot 
enter into any transactions with non-members except as provided 
under ss. 34 and 35 of this Act. So far the Government of Bombay 
has not imposed any restrictions on transactions with non-members. 
On the question whether non-credit societies should be allowed to 
deal with non-members the Committee on Co·operation (1915) did 
not think it possible to lay down any general rule. The Committee 
held that it would be well to shun competition with such local 
outside agencies as were efficient but the Committee, however, ex
pressed an opinion that as far as practicable such dealings ,;hould 
be avoided and did not like to press the rule in cases where the 
operations of a society if confined to its own members would be so 
restricted that it could not be managed with any prospect of 
profit or economy. Relating to societies for co-operative supply 
of goods, Mr. Wolff wrote in his Co-operation in Agriculture, that 
the selection of members would, in supply, occasion no difficulty, 
because unless credit was allowed to members in respect of their 
purchases there would be no risk incurred. With regard to tran
sactions with non-members he said that the observance of the 
wholesome canon that no business is to be entered into with non
members unless it was under special arrangement with a view to 
enlisting such as recruits, to draw into the ranks as time went on 
was likely soon to serve as a magnet to attract more members. 
According to him a legal prohibition of dealing with non-members 
in Germany in agricultural co-operation had the most salutary 
effect in Germany in enlisting recruits for this movement. The 
logical consequence of the above principle is that membership 
should not be limited but should be variable as and when required. 
It. co-operative society must always be open to all who have 



Sec. 36 ] Bombay Act VII of 1925 197 

the same need and who are ready to subscriba to the common 
contract. It is legitimate to limit the membership of the society 
to those whose needs are based upon the same conditions. In the 
case of store societies with cash transactions there is less danger. 
The store deals with anyone who wishes to buy at current market 
price. If non-members are excluderl, the operation of the store 
will inevitably remain on a very limited scale, and members 
will not be attracted. The dealings will be in cash and, there
fore. the moral character of the purchaser does not matter much.
Fourth Conference ~f Registrars. 1909. 

Consumers' aocietiea.-In order to get the full profit the 
society must sell to any customer whether he is a member or not. 
In order to tempt other customers to become members in addition 
to the temptation of sharing in the management. some distinction 
may be made in regard to the bonus, either by giving non-mem
bers half the bonus or preferably by crediting the bonus towards 
shares. In a trading business. the bigger the number of customers 
and the quicker the turn·over the cheaper and more profitable the 

I business is. Therefore, a consumers' society must in general have 
no restrictions on membership. Everyone must be free to join 
and £1:iould remain a member. unless of course he does something 
injurious to the society. In that case he may be expelled. Open 
membership and bonus to all customers are conditions without 
which a consumers' society cannot be registered. 

Producers' aocietiea.-The idea underlying all co-operative 
production is that the workers and actual producers ought under 
healthy social conditions to control the manner and method of 
production and to share in the profits. Now the profit can only 
be obtained by selling thE! goods produced by the workers to CllS

tomers who evidently form a different body altogether. Thus the 
producers' societies have to deal with non·members to a certain 
extent. They have also to deal with non·members who are employ
ed at the time of pressure. It is but only fair that membership is 
to be kept open to these persons a~d that they be allowed to share 
in the profits. 

Note.-S. 40 allows the balance of profits in the case of Consumers' aud 
Producers' societies to be distributed even amOlJg non-members to such 
extent and under such conditions as the rules or the by-Iaw$ of such societie~ 
may prescribe: 
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The Housing society.-The object of such a society as stated 
in the model by-laws is to carryon the trade of building and 
buying, selling. hiring, letting and developing land, etc. It 
is evident that a housing socillty can deal with non-members 
to that extent. It is also stated in the model by·law (No. 66) that 
a building may be offered on lease to a non.member provided no 
member is willing to take it. 

No rules appear to have been framed by the Government under 
s. 71 (2) (m) prescribing the prohibitions and restrictions subject 
to which societies may trade with non-members. 

Notea.-S.36 allows ooly cooeumen.' prodllcers' and housing societies to 
trade with persons who are not members but there a~e other societies such 
as the land improvement and Bome general societies who are required to 
trade wiih persoDs who are Dot members. It is, therefore, necessary to add 
to the list "geoeralsocieties" aloog with consumers', producers' and housing 
societies. 

37. A societ.y may invest or deposit i~s funds 
Investment (a) in the Government SavinO's Bank' or of fands. I=> , 

(b) in any of the securities specified in section 20 
of the Indian Trusts Act, 1882; or 

(c) in the shares or on the security of any other so
ciety, provided that no such investment shall be made 
in the shares of any society other than one with limited 
liability; or 

(d) with any bank or person carrying on the business 
of banking approved for this purpose by the 
Registrar; or 

(e) in any other mode permitted by the rules. 

Commentary. 

Old law.-This is s. 32 of Act II of 1912 with some omissions 
and changes (See Appendix B ). 

Object.-An important limitation of the powers of a co-opera
tive society arises from the fear that it might not be managed 
with perfect efficiency as it is generally composed of persons of 
very limited means who have not had any experience of work of 
management. The small farmer or the small producer, the weaver 
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or the shoe-maker. is generally so inexperienced in the work of 
the management of the society that serious doubts might well be 
entertained about the success of the society unless some safeguards 
were prescribed_ The investment of the funds of societies has 
been, therefore. regulated by s. 37 and the creation of a strong 
reserve fund has been prescribed by 8. 39 and towards that end 
the minimum that must be carried to the reserve fund has been 
specifically ordained under cl. (2) of s. 39 of this Act. 

nia aection appliea toreaerve fund aIao.-The Committee on Co.opera
tion (1915) in para. 83 of their report stated that the object should be to free 
primary societies al far as possible from recourse to central banks and the 
Committee thought that that could only be done by enabling them to build 
up their capital sufficient for their needs and that It could bElllt be achieved 
by allowing primary societies to use their reserve fnnd in their own business. 
Rule 28, therefore, is framed which provides that reserve fund may be uti
lised in the buaine88 of the society or be invested or deposited in any of the 
ways mentioned iu CIs. (a), (b), (e) and (d). The Registrar may, for reasons 
to be commuuicated iu writiug by him to the society, by general or special 
order, direct that the latter course be adopted. In the case of a society 
constituted with the object of co-operative housing on a co-partnership basis 

, the reserve fund may b~ utilised for expenditure on the maintenance, repair 
and renewal of the buildings of the societies (rule 28.) (See Appendix A). 

Invest means to convel·t into some other form of wealth usually 
of a more or less permanent nature.-Century Dictionary. 

Funds mean the stock or accumulation of money or other form 
of wealth available for the purpose. 

Utilization of cult balancea.-A society ought never to keep a large cash 
balance on hand idle. If the money is not required by members it may be 
used under this sectiou in any of the following ways :-(a) Deposited in the 
central bank to which it is affiliated. (b) Deposited in the Post Office 
Savings Bank. (c) Invested in auy of the securities specified in s. 20 of the 
Indian Trusts Act,1882. (d) Invested in the ahares or on the security of 
any other society provided that no such investment shall be made in the 
shares of any society other than one with limited liability. (e) Deposited 

. iu any bank or with a person carrying on busine88. of banking approved by 
the Registrar. 

Savinsa Bank accounts bow opened.-Co operative Societies, Secretaries, 
Treasurers, Managers or other responsible office-bearers and liquidators 
duly appointed are authorised under s. 42 (b) of the Savings Bank Rules t.e> 
open public accounts in the Post Office Saving Bank. (See Post arid Tele
graph Guide, Feb. 1931, p. 138. ) 

Under a. 20 of the Trusts Act (II of 1882 ), Co-operative locietiea .. a, 
invest their fanda:-(l) io promissory notes, debentures or stock of the 
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Government of India or Great Britain; (2) in bonds or debentures secured 
on Indian Revenues; (3) in shares of Railway Companies guaranteed by the 
Secretary of State; (4) in debentures or bonds issued by auy Municipality 
in British India; (5) in first mortgage on immoveable property in British 
India. of which the value exceeds the mortgage.molley by at least one-third; 
(6) the debentures of the Bombay Central ( now Provincial) Co.operative 
Bank (.India Act XXI of 1917); (7) any other lIecurity approved by. the 
High Court. 

For the procedure to be adopted in the matter of recovery of interest on 
war bond. when they are to be sold or when they are to be offered as secur~ 
ity for loan lIee" Handbook ot: Co.operation for Societies in Bombay and 
Sind" by the writer. 

Strong Box.-When a socicty is unable except at unreasonable cost to 
deposit its fuuds and papClrs in a Government Savings Bank or with an 
approved banker or in some otber safe manner, undp.r G. R. No. 7135 of 
September 4th, 1905, it may be allowed by a special order of the Local 
Government to keep its strong box in the local treasury provided that there 
is room for it. ( See also' Strong box' at p. ]69 ante. ) 

, Note •. -A society must make by.laws regarding the mode of custody and 
of investment of funds (Rule (4) (f). Model by·laws of Cooperative Better 
Living Societies:..,-Funds of the society shall be invested in a co.operative 
bank or lent at interest to a regi~tered society by the Managing Committee 
with the consent of the RegiMtrar. The balance of funds. not so laid out 
should be kept in district co.operative bauk. A sum upto Rs. 10 may be 
kept with the Secretary for petty expenses. Model by-laws of Land Mort. 
gage Societies:,-All funds should be invested in Government IIecurities wbich 
should be deposited with Bombay Provincial Co-operative Bank or should 
be kept iu fixed deposit with Bombay Provincial Co.operative Bank until 
such time as an apex land mor~age bank is started to take the place 
of Provincial Bank in which case the share capital shall be invested in 
shares of the apex bauk. The funds until so invested 'l!hould be deposited with 
central bank of the district or with Bombay Provincial Co.operative Bank 
or of its branches. 

Proviso to clause (c) has been added to provide against in· 
vestment iIi. the so-called shares of unlimited liability societies 
such as exist in Sind.-See Objects and Reasons far Act VII 1925. 

(e) In any other mode permitted by the rules.-For in
stance a society may invest funds in the purchase 01' leasing of 
land or buildings or in the construction of buildings for the society 
under conditions laid down in rule 27 (Appendix A). 

The following instruction. may be found useful. A co-operati\"e society 
is at liberty to purchase shares or debenture, in any other co-operative 
society. If it advances mouey to any sooiety 01) special terms dictated by 
itself 8S lender, then the ad'-Ilnce would be as a loan and ~he sanctiou of the 
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Registrar should be obtained under s. 3t of the Act. Joint-srock banks often 
allow aUractive rates of interest on deposits and societies in the larger towns 
will usually find them very convenient. As the financial position of thes~ 
banks in India is occasionally not all that could be desired no society may 
open accountB with them without the Registrar's previous approval, Be
sides this the Registrar is prepared to allow the deposit of a society's funds 
with old established and trustworthy village shrofl's on current account, when 
no other convenient means of investmellt is available, but his consent will 
not be given without full enquiry. 

38. No society shall pay a dividend v 
Restrictions on t·t b t d· dividend. 0 1 S mem ers a a rate excee mg 10 per 

cent. 

Commentary. 

History.-This section is new. It introduces a limitation on 
dividend which is generally accepted by co·operators and makes 
formal provision for a reserve fund which has been implied but 
not expressed in the Co-operative Societies Act, 1912.-See State-

I mr-nt of Objects and Reasafls (Bom. Act VII of 1925). 
" Objed.-In a Joint-stock company people come together to 

obtain the maximum return in the capital they invest in it. A 
co-operative society sets about its work to secure the maximum 
benefit to its members, and not to the capital they have bl:ought 
with them to society. Co-operation welcomes capital as an 
agent of production, but the right of the other agents of produc
tion is always to the fore, and as such it does not permit unjusti
fiably high dividends being declared but sets a limit to the return 
on capital. Ten per I:ent per annum is a fair maximum, parti
cularly as the members gets a share of the surplus profits in other 
ways. Thus borrowers in a co-operative credit society would get 
a rebate on the amount of their borrowings, members of a retail 
store would get a bonus on purchases, the members of a co-operative 

. workshop would get a bonus on labour. The capitalist instinct 
is, however, hard to control, and, in practice successful societies 
are tempted to circumvent this salutary provision in some round 
about way. Naturally, the question is asked that the ten per cent 
being in the nature of interest why should not there be Ii dividend 
on capital, as there can be dividend on purchases, honus to wage 
earners and rebates to borrowers? On strictly co.operative 
principles the question is really unanswerable. If fair wages, 

26 
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fair prices, fair rates of interest on loans could be supplemented 
by dividends, bonus and rebates, call these what you will, there 
is no reason whatever, why capital shouhl not get a dividend to 
supplement the interest. The fairer course, and co-operation is 
nothing if not fair to all alike, would seem to be to do away with 
this restriction on dividends altogether and provide in the by·laws 
of every society for the payment of interest at the rate of 6l per 
cent. to capital as a legitimate item of working expenses as if the 
share capital were in the nature of a loan, the interest on which 
has to be paid like rent and wages whether the society makes a 
profit or not_ The surplus, remaining after all these items have 
been met should be allowed to be distributed among all the parties 
helping to make the profits, in proportion to their respective con· 
tributions towards the making of the profits. A successful society 
will in this way pay higher wages, sell at lower prices, lend at 
lower rates of interest and give a greater return on capital also, 
thus helping in the improvement of the economic condition of all 
its members which is the primary object of all co-operative institu. 
tions. But the practice in Bombay is to enforce the ten per cent. 
restriction, by prescribing in the rules under the Act that the 
limit should not be exceeded by any subterfuges and to be in. 
clusive of all bonuses and so forth_ 

The co-operative societies should not be allowed to fritter away 
the profits earned to a certain extent on account of the valuable 
concessions from Government. The whole movement is based on 
the principle that co·operative societies must have their own 
funds. If the societies are allowed to give away their profits in 
dividends then they will not be able to build up reserve fund and 
they may have to go to provincial banks or to Government, for 
more money when they need it. Co-operative societies are not 
intended for the purpose of making any individual profits. It is 
right that members of these societies should get some dividends; 
but in the interest of the movement it is not desirable that the 
rate of dividend to be paid to them should be excessive. If there 
is one principle which distinguishes the co-operative movement 
from the capitalist movement, it is that the amount of dividend 
or interest on capital must be limited, and all the surplus must 
go to the persons who contribut.e towards the making of that pro. 
fit j in the case of consumers' societies, for instance, for the 
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benefit of the people who buy from that society, and in the case 
of credit societies to the members who borrow. Mr. Wolff says 
.. The co·operative principle is that capital should receive exactly 
the interest which is 11sual for it in the market and no more so 
that a maximum is fixed. There must be only one interest in 
the bank and that of the Consumers' ............... Co-operative 
institutions belie their own character and object, in allowing 
profit beyond the current rate of interest to capital." The 
Committee on Co-operation in 1915 recommended that in all ordi-
nary cases "a maximum limit should be fixed so as to prevent 
the neglect of co-operation in favour of individual protit." The 
limit was fixed in the rule in the old Act and it being a cardinal 
principle it has been embodied in this Act. This limit exists in 
other countries and in other provinces in India. If Government 
are going to lend money to the co· operative movement at a lower 
rate of interest, it is not for the benefit of capitalists or share
holders. It is not for the purpose of enabling them to get higher 
dividends. It is for the purpose of enabling them to reduce their 
interest on loans, or enabling them to carry out works of land 
improvement at a favourable rate of interest. Government is very 
often asked and is pressed to give loans to the societies at a low 
rate of interest. If a maximum is not fixed for the dividend, and 
if any dividend is t~ be given to any limit, then there will be 
hardly any justification to ask Govemment to give loans at a low 
rate of interest. Government have actually reduced their rates of 
interest and that has had effect on societies' attempt to induce people 
to join them.-8omhay Legislative Council Debates, July 24, 19€5. 

The Sixth Conference of Registrars (1912) was of opinion that ~~ 
dividends should be limited by rules of local Government. Where 
dividends are not limited there is another danger which is to be 
guarded against that the share-holder out of a desire for enhanced 
profits may invest a larger sum in loans than is necessary. Such 
a course is detrimental to the true interests of the borrowers. 
With regard to central societies the problem is little more difficult. 
In central societies (which lend only to societies) there are in 
m~ny cases some individual members besides the component 
societies. It sometimes happens that some of the component societies 
where badly managed fail. In such cases it is very necessary that 
the central society should be able to l)1eet losses from the accumulat-
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ed reserve fund. Where there ill a fairly large number of individual 
members a spirit of commercialism sooner or later makes its appea
rance and it becomes difficult to check unco·operative practices like 
the transfer of shares at a premium. If the maximum rate be fixed 
o.nly by a by·law of society there is always a tendency to raise it, 
especiaUyif the reserve fund is declared indivisible either by 
rules or by bylaws. It is desirable that the Registrar should 
interfere as little as possible with established central societies 
where the directors are men of position and education. The 
opinion of the conference was as above stated namely, that divi
dends should be limited by rule of the Local Government, as the 
hands of the Registrar are thereby strengthened. 

Rules have been framed under s. 71 (2) (p) prescribing the 
maximum rate of dividend in the case of Consumers', Producers' 
and Housing Societies (Se'l rule 24 in Appendix A). The mode 
of calculating the profits is described in rule 22. Restriction on 
the distribution of bonus is placed by rule 23. The distribution 
of the balance of prol'its is to be made in accordance with by-laws 
to be framed under rule 4 (g). In the case of Producers', Con
sumers' and Housing Societies the principle laid down in l'ule 25 
is to be followed. 

'. 39. (1) Every society which do~ or can derive a 
profit from its transactions shall maintain 

Reserve Fond. a reserve fund. 

(2) In the case of a Resource or Producers' Society. 
at least ith of the net profits of the society each year 
shall be carried to the reserve fund and in the case of 
any other society at least 1/10th of ,the net profits of 
the society each year shall be carried to the reserve 
fund, and such reserve fund may be used in the busi
ness of the society or may be invested, subject to the 
provisions of section 37, as Government may by general 
or s-pecial order direct, or may, with the previous sanc
tion of Government be used in part for some public 
purpose likely to promote the objects of this Act or for 
some purpose of provincial or local interest. 
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Commentary. 

Old law.-Cf. s. 33 of the Co-operative Societies Act, 1912, 
(Appendix B). 

Company law.-It is a sound business policy to create reserve 
funds and provide for depreciation out of profits and generally to 
underrate than overrate profits, since it is impossible to forsee 
in what difficulties or losses the. company may be involved in 
future. Articles, therefore, invariably contain provisions em
powering directors to create reserve funds. But in their absence 
a company is not bound by law to create a reserve fund out of its 
profits. Reserve funds being undivided profits may be treated as 
profit at the disposal of the company subject to the provisions of 
the Articles and sums may be taken therefrom to make up losses 
or to pay dividends. Any part of the reserve fund (undrawn 
profits) remaining after payment of the debts !'nd costs of the 
liquidation is treated in the winding up as profits and not as 
capital. When undivided profits are carried to reserve they may 
be employed in the business or may be appropriated to any othel-" 
use of the company or may be invested in securities. 

Reserve Fund in its widest sense may be defined as the sur
plus of assets over liabilities. In this sense it came into play 
only on liquidation and was the ultimate security to which share
holders and depositors might look for protection of their interest. 
It is the amount of money which co-operative institutions thought 
they could put aside from their profits. The term Reserve :Fund 
was employed by the Committee on Co-operation (1915) to desig
nate in central banks that portion of the profit which has been 
definitely carried to reserve whether it be the legal minimum of 
25 per cent. under Act of 1912 or a larger amount and in prima,}, 
societies all indistributable surplus profits after payment of ex
penses, including as expenses in societies on the share system 
the portion of the profits to which shareholders are entitled. In 
short by Reserve Fund the Com~ittee on Co-operation meant the 
difference between liabilities and assets. 

Reserve Fund.-The Committei on the Establishment of Co- ~ 
operative Credit Societies in 1901 recommended: "The formation 
of a reserve is necessary both to enable the society to obtain better 
terms in borrowing and to secure them from the loss which the 
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default of any member might bring upon them, and its existence 
will be one of the chief sources of strength to t~e society. 

Mr. Henry Wolff in his Co operation in India stated that the 
reserve fund imparts additional value to the liability upon which 
the society proposes to borrow; that it invigorates the credit and 
at the same time serves to keep the members in the society. 'rhe 
claims which the reserve fund is designed to meet are not those of 
the share capital but of the existing liabilities. The reserve fund 
is intended to reduce the danger to the members arising from the 
unlimited liability ot the society. It would not be pleasant for a 
mqmber to have to pay a portion of the debt of a society when no 
money was due from him. The existence of a large rbserve fund 
provides an additional security to creditors. In short the larger 
the re~erve fund the smaller is the danger of unlimited liability 
and the greater is the security for the creditor. Sir Frederick 
Nicholson pointed out the necessity for a strong reserve in all 
societies on the ground that in case of failure of a society it is 
solely the non-borrowing members who pay alllossses. They are 
liable to pay up the whole value of theil shares ss contributories 
in bankruptcy, while though the borrowing members do the same, 
it is in their case a mere repaying of what they have obtained as 
a loan. In other words the purposes for which the Reserve Fund 
is created in co· operative societies is as Mr. W oIlI puts it. to 
meet deficiencies or losses for which only with hardship could in
dividual members be made responsible. Its next object of course 
is to supply the place of borrowed capital, and so make borrow
ing cheaper to members. No sharing out is allowed out of this 
reserve. So says Mr. Wolff in his People's Banks :-" In Raiffeisen 
Village Banks, all through, it is one of the essential features of 
organization that individuals are not to derive any benefit from 
tho banks except the priviloge of borrowing and that eV(Jry farth· 
ing which is left over out of transactions is rigorously carried to 
the Reserve Fund." 

" The object in prohibiting the division of this fund is to prevent 
its growth from arousing the cupidity of the members, and tempt
ing them to break up their society for a temporary profit. The 
Committee said that the first object to which any surplus profits 
may be applied should be the reduction in the rate of interest 
on loans made to members. 
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Then again, limiting the reserve fund by the standard of share 
capital is likely to lead you to follow the practice of Joint-stock 
companies which are based upon capital whereas a co-operative 
society is based upon business. Thus co-operative credit societies 
find themselves in a distinctly different position from Joint-stock 
companies. In the case of Joint-stock companies the reserve 
fund is intended to meet occasional deliciencies of various kinds, 
as they occur. The reserve fund in the case of co·operative socie_ 
ties is intended to the same need and to da more besides. 

Uses to which reserve fund may be put.-The First Con· 
ference of Registrars in 1906 were of opinion that the purposes for 
which the reserve fund may be used should be: (1) Meeting bad 
debts for which provision cannot be made out of profits. (2) Re· 
payment of loan instalments which cannot be met from other 
sources. (3) As an asset of security for loans raised from out· 
siders. At the Second Conference of Registrars, 1907, opinion 
was expressed that so long as the reserve fund was small it should 
preferably be employed in the business of the society with un. 
limited liability, in ol'der that capital may be accumulated more 
quickly, but that when it bears an appreciable ratio to the capital 
it may be advisable to invest it apart from the society in order to 
provide security for borrowed capital but where a central bank 
exists the reserves may be deposited with it. 

At the Fifth Conference of Registrars (1911) an opinion was ... 
. expressed that until the financial position of the societies was 
such that they could afford to invest their reserve funds in other 
societie5 it would be better to invest them in their own loaning 
business. It would not be businesslike to invest the reserve funds 
in Government or such other securities fetching low interest and 
to borrow money at the same tim.e from elsewhere at a very much 
higher rate of interest. 

The Fifth Conference of Registrars, 1911, agreed as to the prin· 
ciple that any fund termed a reserve fund should be separately 
invested as otherwise it was not a reserve upon which the society 
could fall back in time of need. and that in societies with un. 
limited liability the reserve fund should remain indivisible and 
should be used only for Rome public benefit but in societies with 
limited liability circumstances might arise in which it was desir
able to divide the reserve amongst the shareholders. At the Bom· 
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bay Provincial Co-operative Conference (1912) it was pointed out 
that outside investments of Reserve Fund created confidence and 
and attracted deposits at a lower rate of interest than would 
otherwise be paid. In some societies the Reserve Fund simply 
represented a sediment of bad and irrecoverable debts a fact which 
would be brought to light if outside investments were insisted on. 

The Committee on Co-operation, 1915, in their report said that 
.{ the Co·operative Societies Act of 1912 has clearly in view a 

Reserve Fund consisting of surplus assets. Although these sur· 
plus assets are primarily intended to come into play in event of 
liquidation they constitute a most important element in the work. 
ing capital since they are the permanent and indivisible property 
of the society of which it has the free use of interest. So long as 
proper provision is made for the necessary fluid resource the sur· 
plus assets may be employed in the business of the society. The 
object of the society should be to accumulate a Reserve Fund of 
this character until it obtains a capital of its own sufficient to 
meet all its needs, and thus become independent of outside 3ll'sist· 
ance. Until this stage is reached, the margin on which it works 
should be as large as is compatible with the successful main· 
tenance of the society, and it is only when this stage is reached 
that any reductions (other than those essential to meet outside 
competition) should be effected in the rates of interest chargtid 
by the society on its loans to its members. 

By the term fluid resource they designated those assets which are held in 
a liquid form, whether in cash or easily realisable outside investments, in 
order to meet the claims of depositors or to provide for financial needs in 
times of ~pecialscarcity. 

At the Eighth Conference of Registrars (1918) the question of 
Reserve Fund was discussed at some length. It was suggested 
that there was no necessary relation between the extent of the 
reserve fund and the proper amount of fluid resources. A new 
society might have a small reserve fund and need large fluid 
resources. On ~he other hand, when the reserve fund was very 
large the need of fluid resource would diminish. It was pointed 
out that if there was an ample reserve or fluid resource maintain· 
ed to meet a possible run on deposits or other unfor~een con· 
tingency there was no reason why the reserve fund in the sense of 
undistributed or surplus protits should not be invosted in tho 
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co.operative business. If societies were found to deposit their 
reserve fund in central banks they would be deprived of their 
right of using their money for their own purposes. It was argued 
that the Committee on Co. operation (1915) made a great point of ~ 
societies building up their own owned capital quickly and that if 
thE! reserve fund had to be invested outside. that time would never 
come. Instead of getting a small~r percentage as interest from 
outside investment such as the central banks the society would 
get a larger percentage if the amount is invested in its own 
business. In the end the society would work entirely with its 
owned capital or reserve fund. and would then need no fluid 
resources at all. It has to be admitted that separate reserve fund 
invested outside the movement has great advantages but. in the 
initial stages of societies it was considered desirable to create 
capital owned by co·operative institutions for the utilization, in 
their business. The Conference (Eighth) was of opinion that 
provided a safe standard of cash reserve or fluid resources is 
maintained there, was no objection to the employment of ,the 
surplus assets or undistributed profits of co·operative ,institu. 
tions in their own business. The Thirteenth Bombay Provincial 
Co-operative Conference (1924t) passed a resolution that in the 
case of Resource or Producers' society the one·fourth of the net pro· 
fits which is carried to the reserve fund might be allowed to be 
used in the business of the society. 

Reserve ~und may be used in part to public purpose 
or to purposes of provincial or local interest.-Co.operative 
societies are not intended to make profits for their members. and 
generally a large portion of such profits as are earned goes to an 
indivisible reserve. Mr. Henry Wolff pointed out .that if the 
reserves out-grow the measure of their employment they may at 
the discretion of the society be applied to some public work of 
common utility benefiting the vlUags or town in which the 
society is situated. The idea is that it should assist in promoting 
in the end the general prosperity. In the case of a dissolution as 
stated by the same authority. the money must be handed over 
to some public institution to be kept on trust until required for 
the endowment of a new association formed in the same village 
or town and under the same rules or that failing within a reason. 

27 
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able time the reserve may be employed for some useful local 
public work ( See also notes under s. 52 po,~t ). 

Some public purpose likely to promote the objects of 
the Act.-If there is any public purpose for which the reserve 
fund of a society may well be spent it is some public purpose 
which will or is likely to promote the objects for which the Act is 
enacted. The choice is not restricted to local or communal interest 
but the soclety is allowed to use the fund for some purpose of 
provincial interest as well.-Select Committee's Minute of Dissent, 
by Mr. R. G. Pradhan. 

The term • net profits' has not 'been dofin(Jd in the Act. It 
can be interpreted as meaning the excess of total receipts over 
the total losses in any particular year. The generall'Ule is that 
dividends are not to be paid out ef capital but out of profits. So 
before the net profits are calculated, the entire expenditure in
curred by the society during the year and reasonably chargflable 
to the revenue account and any loss on account of bad debts 
written off must be debited in the annual profit and loss account, 
Unless this is done the safeguards against bankruptcy will not 
be greatly diminished. 

Proportion of net profit to be carried to the reserve.
A society has to lend at a higher rate than it borrows since $.t has 
expenses to meet and it also has to create a reserve fund upon 
which it can fall back if there are unexpected losses.' It is upon 
the difference between the borrowing rate and lending rate that 
the profit is secured; and there are also other miscellaneous 
receipts such as entrance fees. After deducting the expenses 
from the gross receipts, the net profit is arrived at. The propor
tion to be set aside for reserve varies according to the nature of 
the business done. The proportion of twenty·five per cent: seemed 
too high for Consumers' societies, and, therefore, it is reduced to 
ten per cent. in this section. S. 39 provides for lth of the net 
profits being taken to the reservt! fund in the case of Reso)lrce 
and Producers' societies and l/lOth in the case of other societies 
including the Consumers' societies as stated above. 

S. 40 provides. for the distribut·ion of the balance of profib after setting 
apart the reserve fund uudor certain restrictious laid down in rules and by
laws ( See rules 22 aud 25) .. The by-laws are to· be framed under rule .. 
(g) (See Appendix A lor rulea ). . 



Sec. 40 ] Bombay Act VII of 1925 211 

S. 42: 20 per oed. of the amount of net profits after setting apart the pre
Bcribed amount as reserve fund may be devoted to charitable purposes. 

S. 71: (n): rules cau be made providing for the formatiou and main
tenance of reserve tunds; the objects towards which they may be applied 
and the investment of such funds. Rule 28 made under this &ection allows 
the reserve fund to be utilised in the business of the society or invested or 
depoRited in any of the ways mentioned in clauses (a), (b), (c) and (d) of 
s. 37. For the utilisation of reserve fund in the case of a society constituted 
with the object of co-operative housing on a co-partnership tenancy basis, 
see rule 28 ( See Appendix A for rules ). 

Reatric:ticma on distribution of funds by wa, of bonus, dividend or otber
wise are placed by rule 26 (See Appendix A ). 

For investment of funds hy a society in the purchase or leasing of land or 
buildiugs aud in the construction of buildings, Bee rule 27 (ibid) 

S. 71 (x) states that rules may be framed regulating the manner in 
which fuods may be raised. Rule 4 (e) allows a society to make by·laws as 
to the manoer in which funds may bl! raised. Rule 4 (f) provides for the 
mode of custody aod iovestment of funds aod subject to roles 14, 17. 18, 
aod 19 the mode of keeping of accounts of the society. 

Rule 8:-Restric:lion on borrowing by societies witb limited liability are 
placed hy rule 8 (ibj~). 

Misc:ellaneoua direc:tiona:-Ca} The profits of a rural bank should go to the 
reserve. The formatiou of sioking funds or any other similar funds appears 
illegal. 

(b) The reserve fuod is for ever indivisible among the members The 
society is at liberty to make any by-laws for tlls disposal of the reserve in 
case of its dissolutiou (s. 52) provided that it is not divided among the 
members. It can be employed on any public purpose that the members 
approve of. (ibid) 

(c) The reserve fund should be invested safely. It may be employed in 
the husioess of the society (rule 28, sce above ). 

Cd) The reserve fund may be used in payiog off any loss of capital which 
is not due to any dishonesty or neglect of the Committee or any 'member. If 
the profitt of the ye ar exceed the loss, the loss will be met from the profits. 
If, however, the 1088 exceeds the profits, the excess will be met .from the 
reserve (See Rule 12, Appendix A ). 

(e) The reserve may be employed temporarily for meeting the instal
ments of debt. It may also be pledged as security for a loan t:lken by the 
society. 

40. SUbject to the provisions of section 38 the 

R t · t· balance of the profits of a society after 
es riC Ions on .• • 

distr.ibution of making the prescrIbed prOVISIon for the 
profits. reserve fund may, together with any 
a vailable profits of past years be distributed among its 
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members, and in the case of Consumers' and Producers' 
Societies, also among persons who are not members, 
to the extent and unaer the conditions prescribed by 
the rules or by the by-laws of such societies, provided 
that:-

(a) in the case of a Resource Society on a lJasis of 
a unlimited liability in which the members do not hold 
shares, no distribution of profits shall be made without 
the general or special order of Government in this be· 
half; and 

(b) in the case of a Resource Society on a basis of 
unlimited liability in which the members hold shares, 
no such distribution of profits shall be made until 10 
years from the date of registration of the society have 
elapsed. 

Commentary. 

Old law.-q. s. 33 of Act II of 1912 (Appendix B). 
History.-8. 8 of the old Act of 1904 provided that no dividend or pay

ment on acconnt of profits should be made to a member of a rnralsociety, 
but that all such profits shonld be carried to a reB~rve. A proviso, however, 
was added to the aection to the effect that when the reserve had attained 
Buch proportion to the total of the liability of the society, and that when 
the interest on loaos had been reduced to such rates, as might be determined 
by the by·la ws of the society, aoy further profits not exceeding three-fourths 
the total aooual profits might be di~tributed to members by way of bonus. 
This section was framed in accordance with distinct policy that profit shar
iog should not be allowed or at any rate encouraged. In the beginning the 
idea was to create a fuod from the aunualsurplua sufficient for workiog 
capital by prohibiting any distribution of prufits. It is true that unlimited 
liability should be the almost invariable rule in rural societies but it is not 
that this condition is incompatible with tbe constitution of these societies 
on a share basis. S. 8 (1) of the old A::t of 1904 rendered the formation of 
rural societies 00 a share basis extremely difficult if not imp088ible, owing 
to the fact that no dividend could be paid for .. considerable period and 
people were not likely to conlleot to lock up tbeir capital for indefinite 
period without return. Again it was possible to interpret 8.8 (1) of the 
old. Act of 190! 80 as to render it3 provisions practically inoperative. It was, 
therefore, proposed that a proviso be added to the effect that dividends 
lJIight be paid to membel'l of unlimited liability societies with share ('apital 
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to luch extent and under suoh conditions as might be provided by rules or by
lawl-made under the Ac\. The objeot of the proposal was to legalise what 
waa already being done in many provinces suoh ad in the Punjab -and the 
United ProvinC811 and to permit the distribution of profits after a bed 
number of yeara. The Fourth Conference of Registrars held that unlimited 
liability 10cieti81 with share capital should be permitted to declare divi
dends after a stated number of years. 

DiatributioD of prolits.-The Fourth Conference of Registrars also decid
ed that as a matter of principle a division of profits among membeI"l! of 
unlimited liability societies on a non-share basis was objectionable. The 
original credit aocieti81 were based upon the Raiffeisen model, but more 
recently this baa been discarded in favour of the Luzzatti model. In the 
Raiffeiaen type, the profits go to an indivisible reaerve and are not distribut
ed even on dissolution, while in the Luzzatti after thl' profits of the first 
ten years have been placed to reaerve ( divisible on dissolution) in succeed
ing years three-fourths of the annual profits are distributed as dividends 
on fully paid up sharea. The indivisible reaerve is in the long preferable 
to one diviaible under the Luzzatti rules, but if Luzzatti model is insisted 
upon care should be taken to avoid the resultant weaknesses. Where three
fonrths of the profits are distributed aunually, there is danger that profit~ 
leeking may prove stronger than caution. There is also the danger that loans 
for unsuitable periods or unsuitable purposes may be sanctioned in order 
to gain higher intereat. Where no dividend is permitted this danger 
does not exist and members can more easily be persuaded to deposit in 
central banks the surplus over the real normal requirements of their 
buainees. A. further dang .. r where profits are divisible is that paper credit 
may be taken for profit not actually realized in cash but which can be 
8ecnred by the type of book adjuatment which has been found so general
The danger of dividends being dirtributed from capital instead of from 
realised profits is absent where profits are indivisible.-See the Report tf the 
Committee on Co·operation in Burma. 1928-1929, p. 17. With regard to the 
distribution of profits Mr. Calvert writes.-" It must be remembered £bat 
profit seeking is the curse of co-operation. High profits can only accrue 
from l1eglect of co-operative principles-the rendering to members of the best 
pnssible service at the lowest possible cost-&nd profits are equally abnoxi. 
oua when labelled reserve fund." 

The main principl~ upon which all co·operative groups are 
formed is that the members a<sociate themselves for a common 
economic object through the most advantageous use of commodities 
or of labour and not obtained in the shape of profit as the word 
is used in commercial companies or similar bodies. The only 
equitable means of securing that, the advantage obtained by 
c{)mbination should be shared by the members according to their 
own contributions to this advantage is by a rule that whatevel" 
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surplus remains to the society after the payments of its necessary 
expenses should be divided among the members in proportion to 
the business they have done with the society. (See rule 25, 
Appendix A) 

In consumers' co-operation for example, the society purchases 
the commodities required in common at the lowest price obtainable 
which for the purposes of the society is taken as the cost price. In 
order to provide for necessary expenses the society then sur
charges all the commodities and sells them at this augmented 
price. At the end of a fixed period be it six month! or a year, 
the account is balanced and whatever surplus remains after de
fraying expenses (including dividends on share capital at a 
fixed and de~nite market rate and including also necessary 
deductions for a reserve fund) is then divided among the members 
and customers in their capacity as the customers at a pro-rata of 
the custom brought by each to the society. The intention of 
the society is to benefit consumers whether members or not by 
giving them all the profits which in ordinary private trade go to 
the tradesmen or middlemen. For th: 1 reason profits made are 
distributed not only among members but also among non-membor 
custom61'S at a pro-rata of the consumption of each [See rule 2.) 
which allows profits to be distributed in proportion to the amount 
of goods purchased by each member, or if so provided in the 
by-laws by each customer in the case of a consumers' society 
( Appendix A ) ]. 

The custom brought in the shape of purchase of commodities from 
the society is in fact the contribution made by the customers to 
the successful attainment of the objects of the 'society and the 
amount of his purchases is the only equitable criterion on which 
his right to the surplus advantages of the society can be measured. 
The surplus advantages are as a matter of fact not profits in the 
commercial sense for (a) they are surcharges voluntarily accepted 
by the customers (members) for a practical purpose, and (b) they 
are at no stage intended to be attributed to the share capital as 
lIuch. 

Housing societies come under the consumers' group and 
rule 25 states that distribution of balance of profits in the case of 
.. Housing Society should be in proportion to the amount of rent 
paid by each member. 
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Producers' societies.-The idea is that the worker who has 
created the business of the society by the amount of labour that 
he has put into joint production should receive a share of the 
joint profits measured in proportion to the labour he has done. 
If the ideal in a co-operative producers' society is that the 
workers should work in common and share profits in common it 
is evident that workers who have contributed their labour towards 
the production of goods but who are not members of the society 
should be allowed to share in the profits. Otherwise the society 
will be a small close body which may in turn exploit non-members 
who will be in most cases the employees as the members had 
formerly been exploited by capitalist employers. (Rule 25 allows 
profit to be distributed in proportion to the wages earned by each 
member. (See Appendix A for rules.) 

In the case of Resource societies, rule 25 allows profits to 
be distributed in prilportion to the goods obtained or sold through 
the society by each member, or with loans borrowed from. and 
the deposits made with. the society by each member (See 'Ap-
pendix A for rules). II . 

In t' e case of Resource societies with unlimited liabi. 
lity where members do not hold shares what has been done 
in pl'8ctice is to accept the principle that the surplus profits be
long to the members as a whole and not to the capital which. has 
built up the society. But at the same time in order to ensure the 
stability and security of the society and to be able to build up a 
reserve fund large enough. to enable rates of interest to be reduced 
all round, the 'surplus profits are entirely credited to an i'ldivi. 
sible reserve fund. Iu the beginning the idea was to create capital 
where none existed before. The drawings which can be made 
against thi.s reserve fund are for pU~!loses of works of public or 
co·operative utility. It is nothing but an additional act of self· 
sacrifice by which a member gives up his personal share in the 
profits for the sake of an advantage which is at once permanent 
and common to all including himself. The t;all for such a sacri
fice is justified by the fact that in a ,illage credit society most of 
the members for a considerable period will all be borrowers and 
will. therefore, all in turn be benefited by tLe existence of the 
large indivisible reserve fund. 
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In Resource societies with unlimited liability where 
members hold shares.-The share capital in a society of un
limited liability is not to be confused with the joint-stock idea; 
it represents, not the stake of the member in the society, but 
such portion of his unlimited liability paid up as should give 
cover for any deficit in assets.-Oommittee on Oo-operation in 
Burma, 1[;28-29, p. 16, The share capital is really reserve in 
itself whether any portion ofit is formally credited to a reserve 
fund or not, and, therefore, there is no objection to allow dividend 
on share capital after such a long period as ten years when the 
reserve fund will have further increased sufficiently to minimise 
the risk involved. Another argument is that if interst is allowed 
on deposits by members there is no reason why ~ dividend should 
not be allowed on share capital. 

Profits of a co-operative society are not profits in the commer
cial sense, but are surplus earnings intended partly for grant of 
a reasonable remuneration and partly for refuna of surcharges 
leived on custom, whether credit or goods supplied to members. 
As such the pl'ofits stand in a different category from business 
profits. 

'Profit of past years'.-This provision permits the distribu
tion of profits not only from the profits of a single year but also 
from the accumulation of profits which might have been distribut
ed in previous years bllt were not so distributed. By this means 
it will be open to societies to provide for the equalization of divi
dends. 

" Conditions prescribed in the rules ".-Distribution of 
bonus on shares beyond any dividend declared under s. 38 cannot 
be made (rule 23). Payment of dividend by Consumers', Producers' 
or Housing Societies is governed by rule 24. Rule.25 provides 
for the distribution of balance of profits. ilestrictions are placed 
on the distribution of fUIids by way of bonus, dividend or other
wise by rule 26. 

Suggeation.-The adoption of the share system with unlimited liability in 
tho Presidency ptoper has msde it necessary to allow payment of a small 
dividend on the shares from the beginning. S. 40 (b) as worded at present 
does not allow any distribution of profits for ten years from the date of 
registration. It is necessary. therefore. to amend the section accordingly. 
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41. Any society may establish a provident fund for 

Pr 
'd t F d its members out of contributions from 

OVl en un. 
such members in accordance with by .. 

laws made by the society in this behalf and may con .. 
tribute to such provident fund from its net profits, 
after the prescribed payments have been made to the 
reserve fund, provided that such provident fund shall 
not be used in the business of the society hut shan 
he invested under the provisions of section 37; and 
provided further, that no part of such provident fund 
shall be considered as an asset of the society. 

Commentary. 

This section is new. 
History.-Sir Frederick Nicholson in his Report on Agricul~ 

tural Banks in Madras Presidency (1896) had suggested at page 
388 of VoL I the formation of a provident fund for the benefit of 
the employees out of surplus profits where village banks were de
veloped in size. This suggestion, however, was not accepted by 
the Committee on the Establishment of ·Co-operative Societies in 
India (1901-1903). In 1921.the formation of a fund on the lines 
of an Emergency.Fund or Distress Fund established in many co
operative societies in England was suggested. (See the Report of the 
Bom. Provincial Co-operative Conference for the year 1921, p. 108) 
Advantage of this new Act of 1925 was taken to give the suggest
ion legislative sanction. 

Scope.-The section as at present worded applies to pro
vident funds for members of the society and not its employees 
who are not members. It may, however, be suggested that this 
section should be so amended as to cover the case of employees 
of co-operative societies for whose benefit provident funds are 
being formed at present. The notes given below have parti
cular reference to employees .only. 

The object of the provident fund is to provide the employees 
on their retirement or, on their death, their dependents with a 
fairly large sum of money. The system by which such a sum is 
accumulated is all follows: Each employee has to set aside a eer-

28 
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. tain -fixed percentage from his monthly pay. These compulsory 
savings are accumulated and at the close of the year the employers 
generally contribute an amount which bears a certain fixed pro
portion to the employees' contribution during the year. The 
whole sum together with the interest thereon is payable to the 
employee on his retirement or to his dependents, if he happens· to 
die earlier. Provident funds started by Government and Railway 
Administrations are governed by the Provident Funds Act of 1925, 
one important feature of which is that the compulsory deposit of 
a member of such a fund cannot be assigned or charged and is 
not liable to attachment under the order of any court~ A similar 
privilege is given by this section to the provident funds started 
by co-operativ8 societies. 

II Provident Fund" means a fond in which subscriptions or deposits of 
auy class or classes of employees are received and held on their individual 
accounts, and includes any contribution credited in respect of such sub
scription or deposits and any interest or incrllment accruing on such sub
scriptions, deposits or contributions under the rules of the fund. [ S. 2 (e) oj 
the Provident Funds Act, 1925.] 

II Contribution" means any amount credited in a provident fund by any 
authority administering the fund by way of addition to, or otherwise in 
respect of a subscription to or deposit in, the fond.-S. 2 (b) qf the Provident 
Funds Act, 1925 

The object of the provident fund as stated in the model by-laws for a 
Producers' Society is to provide aU working members and employees who 
have been employed for not less than 5 years with a pension or gratoity 
proportionate to their wages and period of service. A proportionate pension 
or gratuity may be taken from the age of fifty. five onwards. For every 
employee or member ceBbing to do work for the society after 5 years' con
tinuous work, the amount due to him from the provident fund is at once 
calculated, but the payment is made to him when he has reached the age 
of 55. In case of death of any member or employee before that age, any 
sums standing in the provident fund to the credit of the deceased are paid 
to his widow or children on the recommendation of the Managing 
Committee. 

42. With the approval of the Bombay Central Co
operative Institute and after the pay-

Contribution to t 'b d b b t· (2) f cbaritablepurpose. men s prescrl e y suo -sec Ion 0 

. section 39 have been made to the reserve 
fund, any society may-
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(a) set aside a sum not exceeding 20 per cent., of its 
nft profits, and . , 

(b) utilize from time to time the whole of- slichSflin 
in contributing to any public or co-operative purpose~ 
or to a charitable purpose as defined in section 2 of the 
Charitable Endowments Act, 1890. 

Commentary. 

Old law.-C/. s. 340 of the Co-operative Societies Act, 1912; 
(Appendix B.) 

History.-Sir Frederick Nicholson in his Land aud Agricultural Banks, 
Vol. I at p.388, said that there should be a permissive provision in the 
articles of a co-operative bank, for the devotion of any surplus profits to 
such work of general utility whether for the benefit of the society or a co
rporation or of the village, or of any public body, as might be decided by 
the general meeting, 6.g., the building of an office, the digging of a well, a 
donation to a hospital and so forth. He thought that such utilization of 
the funds would be a valuable education in public spirit; the mere provi
sion in the Articles would be suggestive. The Committee on the Establish
ment of Co-operative Societies in India (1904) had no objection to the utili
Illation to public utility works any surplus money when the reserve 
fund had reached a certain amount. At the Fourth Conference of Regis
trars (1909) the one advantage of devoting a certain amount ouh of profits to 
local charities or to local objects of public utility which was pointed out 
was that it would remove the difficulty of inducing Mahommedans to join 
co-operativesocieties The Committee on Co-operation (1915) went to the 
length of saying that .. even in cases where it might be financially sounder 
to place the aurplus amount of net profits to the reserve there are sometimes 
advantages in applying them to objects of a philauthrophic character, as 
apart from the objects directly attained, action of this kind serves to stimu
late public interest in the movement." The twenty per cent. limit was 
recommended by the Bombay Provincial Co· operative Conference (1919) for 
a society with limited liability. 

The co-operative movement enjoys certain concessions in the matter of 
registration fees, stamp duties, income-tax, etc., because the object of the 
movement is not profit-sharing as in the case of Joint-stock concerns. .It 
stands for the uplift of the poor, for the economic amelioration of. the 
agricnltural classes and is a moral movement. The abovenamed special 
considerations are made because co-operative societies have to work under 
certain restrictions, namely, the maximum return on capital is fixed and 
cannot be exceeded. Ont of the net profits sgain provision has to be made, in 
the majority of societies, for grant to edncational and charitable objects from 
sums which are carried to reserve which according to co-operative practice 
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are indivisible for promotion of common good, for use in educational and 
charitable activities.-See Proceeding8 of Ninth Conference if Registrars, 
(1926). 

"With the approval of the Bombay Central Co·operative Inltitute "-The 
legitimate duties of the Bombay Central Co· operative Institute are to carry 
on propaganda and to help the co.operative societies. The societies in the 
rural and urban areas are members of the Institute. It was argued that the 
co·operative movement is controlled by Government and that all the powers 
are centered in one pel'llon only, namely the Registrar. Many of the societies 
sometimes try and ule this money for some other purpose and it is very 
necelSary there should be some sort of a check to see that the money is being 
utilised in the way which is laid down in the Act. For that purpose it is 
necessary that some authority should see that this money is properly used. 

The Registrar has got to see that not more than 20 per cent. is being used 
for the purposes for which authority ill given under this section to the 
societies. If money is being used in this manner somebody hal got to see 
that it is being used for a public purpose and not for anything else.-Bombay 
Legiilati" Coullcil Debates, 24111 July 1925. 

Interpretation.-tTnder this section a society is required to obtain the 
permission of the Institute for contributing to lAny charitable purpose but 
the question that arises is whether previous approval is necessary for merely 
Betting aside a sum or is it neCel8ary to obtain it for payment also made 
out of the Bum so Bet aside. From the wording which i. somewhat ambigu
OUA and the comma after net profits in sub-clause (a) it appears that ap
proval is only necessary to set aside the sum. 

Amendment luggeated.-In order to make the meaning clear, therefore, 
tbe section may be recast as under :-

" After the payments prescribed by sub-section (2) of section 39 have been 
made to the reserve fund, any society may, with the approval of the 
Provincial Co-operative Institute, Bombay 

(a) Bet aBide a Bum not exceeding 20 per cent. of the remaining net profits, 
and 

(b) utilize from time to time the whole of such sum in contributiug to 
any public or co operative purpose orto a charitable purpose, as defined in 
s. 2 of the Charitable Endowments Act, 1890." 

Charitable purpOie for the purposes of the Charitable Endowments Act, 
1800 (s. 2) includes relief of the poor, education, medical relief, and the 
advancement of any other object of general public utility, but does not 
include a purpose which relates exclusively to religious teaching or wOl'llhip. 

Note.-The Burma Co-operative Societies Act, 1927, allows only 10 per 
cent. of the net profits (after carrying one-fourth to the reserve) to be 
utilised for charitable purposes. The Madras Co-operative Societies Bill 
(No. 4, of 1931) makes similar provision. In both cases the previous sanction 
of the Registrar is provided for. 
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The Provincial Co-operative Institute, Bnmbay.-The co.operative move. 
ment in European countries is entirely a peoples' movement, inasmuch 
as it was started by the people and is being conducted by the people. The 
law came to its help at a later stage only to see that the movement was 
conducted on proper lines by giving a legal status to the societies. The 
movement in India, on the other hand was started by Government and is 
also being conducted by it. But the democratic principles of the movement 
which form its essential features, cannot be expected to be developed and 
to have full play, unless the people themselves assume control over it. This 
object in our country oannot be achieved in Ii day. But work towards that 
end must be directed at as early a stage as pOSl!ible and must be supported 
by the effort of tho people and also by the encouragement of Government 
in the interest of the movement itself. Organisations with this object are 
established in the different provinces of the country under the name of 
Federation, Union, Institute or the like, for taking over certain non· 
statutory wt)rk and also for voicing popular opinion on questions relating to 
the movement. (See also notes under the head' Co.operative UnioJis and 
Institutes ' at p. 130 8upra. And aldO see notes to ss. 52 and 53 infra) 
The Provincial Co·operative Institute of Bombay is an organisation of this 
type. . 

The Provincial Co· operative In.titute, Bomba" was under tlie Co-operative 
Societies Act, 1912, organised in the year 1918 and was regiatered under the 
name of the Bombay Central Co operative Institute. Under the present 
Act of 1925 it obtained a definite legal recognition and this section (s. 42 ) 
of that Act gave it the power of making allocation of f'unds for charitable 
purposes. S. 53 of this Act empowers the Institute to nominate one of the 
three persons in whom the moveable and immoveable assets of a housing 
Bociety are to be vested when such society goes into liqo.idation. In the 
year 1926 the Institute adopted a new constitution based on a policy of 
decentralisation. The Institution is a member of the International C0-
operative Alliance. The area of operation of the Institute is comprised to 
geographical limits of the Bombay Presidency including the Indian St"tes. 
The Institute has got a building of its own in Bombay known as the Sir 
Vithaldas Thackersey Memorial Building, built at a cost of nearly Rs.2,10,OOo. 
Its registered address is 9, Bakehouse Lane, Fort, Bombay. Govern_ 
ment used to give an annual grant to the Institute equal to the contributions 
wbich it raises from the public. From the year 1927-28, however, Govern
ment gives a grant of Rs. 30,000 only though the income of the Institute 
from other sources is much larger. Last year i. 6. in 1930 the Institute had 
5,71'>5 members consisting of 4,855 societies and 900 individuals. The 
Institute in 1930 realised Rs. 3398;; by way of subscriptions from the 
societies and individuills. 

Object.-The objects of the Institute are: 

1. to further the spread of the co.operative movement,. 

2. to promote the study of problems connected with co-operation. 
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3. to strengthen and improve co-operative societies by supervision and 
other means and to bring them together for common endeavour and to 
create a community of interest among them, 

4. to ascertaiu and represent the views of co-operative institutions on 
questions of general or public importance affecting the movement 
and, 

5. to bring about a moral and material improvement of members of the. 
Institute and of co·operative societies. 

In view of these objects the following activities are undertaken :-(1) Co
operative Housing propaganda (2) Co·operative library, (3) Co·operative 
journals, (4) Co-operative Training of secretaries, (5) General Propaganda, 
(6) Organisation and SuperVIsion of societies, among the mill·bands of the 
City of Bombay, (7) Study and advice on non· credit co·operation 

In short, the Institute undertakes co.operative propaganda and instruc
tion and bolds conferences and trailJing classes. The Institute and its 
different branches publish co.operative magazines in English and in tbe four 
vernaculars of the Presidency. Owing to the changes in the constitution 
and by-laws of the Institute the centre of activity of the Institute he.s been 
largely shifted from Bombay City to the districts. Divisional and district 
branches have been opened and there is now a branch of the Institute in 
every district in the Presidency proper. Sind lu.s the divisional branch at 
Hyderabad and a District Branch at Karachi. The Institute has adopted the 
policy of enabling each district branch to appoint a propaganda officer of 
its own. Last year i. e. in 1930 there were 8 propaganda officers employed. 
2 DivisiolJal officers for Bombay and Sind and 5 district officers for 
Poona, Ahmednagar, Satara. Sholapur and Ratnagiri. As regards inteu
sive co-operative education the Institute took an important step in 1928 by 
startinll regular co·operative schools to impart practical training to super
visors and others. At present there are 3 schools one in each of the three 
linguistic divisions of tbe Presidency proper. The schools have organised 
courses of traioing for (1) rural secretaries, (2) Urban secretaries, (3) 
Supervisors and (4) Bank Inspectors, the medium of in~truction being the 
local vernacular. It will thus be seen that the Institute and its branches 
are trying to do the best with their limited resources. If more workers and 
more money are forthcoming there is practically no limit to the good work 
which can be done under the auspices of the Institute. 

Inspection of affai1·S. 

43. (1) The Registrar may of his own motion by 

Inquiry by 
Registrar. 

himself or by a person duly authorised by 
him in writing in this behalf hold an in
quiry into the constitution, working and 

financial condition of a society. 
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(2) The Registrar shall hold such an inquiry as is 
contemplated in sub-section (1) of this section:-

(a) on the requisition of a society, duly authorised 
by rules made in this behalf to make such requisition, 
in respect of one of its members, such member being 
itself a society, 

(b) on the application ofa majority of the Committee 
of the society, 

(c) on the application of lrd of the members of the 
society. 

(3) All officers and members of the society whose 
affairs are investigated shall furnish such information in 
their possession in regard to the affairs of the society 
as the Registrar or the person authorised by the Re
gistrar may req uire. 

(4) The result of any 'inquiry under this section 
shall be communicated t.o the society whose affairs 
have been investigated. 

Commentary. 

Cbanges.-This section extends the powers given under s. 35 
of the old Act of 1912 (see Appendix B for the old Act) in the 
case of an inquiry but omits the intervention of the Collector 
which is no longer necessary.-Notes an Clauses. 

Analogous Law.-Ss. 137. 138 and 140 of the Indian Com. 
panies Act. 1913 empower the Registrar of Joint-stock companies 
to call for such information or explanation as he may consider 
necessary in order that documents submitted to him may afford 
full particulars of matters to which they relate. The company is 
bound to supply the information under a penalty. [s. 140 (3)] 
and the information is open to public inspection. If the informa· 
tion discloses. an unsatisfactory state of affairs, the Registrar 
may report to the Local Government. which is empowered to 
appoint a competent inspector to make an investigation. Such 
an investigation may also be ordered on the application of th~ 
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holders of one-fifth (in the case of a banking company) or of 
one-tenth (any other company) of the shares. 

Under the Industrial and Provident Societies Act of 
1898. s. 18. it is only the members each of whom has been a mem
ber of the society for not less than twelve months immediately 
pl'oceding the date of the application can apply. 

The Friendly Societies Act, 1896 lays down that one-fifth 
of the members who may be required to give security for costs 
[s. 76 (2)] may apply [s. 76 (1) (a)]; that the application must 
be supported by good evidence and that it must be shown that 
the applicants are not actuated by malice [s. 76 (2)]. 

Object -It is very important that there should be ensured to 
the members some method of ascertaining what are the contracts 
into which their society has entered, how their committee are 
carrying on the business and what is the financial condition of 
the concern. This right to an inquiry is important for the main
tenance of the principle of equitable association. It gives a 
minority of the members the right to learn what is being done by 
the Committee elected by the majority. It is on the proper and 
careful use of this section that the fate of several societies de
pends. (Calvert.) 

The inquiry into the" constitution, working and finan
cial condition" of the society provided in this section is a 
most comprehensive one so that the Registrar can see whether 
the members of the socie>ty have continued to be the same homo
geneous body which they formed at the time of the registration of 
the society or whether the body has suffered by admission of 
heterodox or other undesirable persons in the society. He can 
inquire with a view to find out if the society has been worked on 
right lines of prudent management. whether its borrowings and 
lendings have been proper, and also whether it has been conduct
ed on right co-operative principles. He can thus find out whether 
the condition of the society is such as to permit the mending of 
the society by putting it on the right track or whether it should 
be cancelled, its financial bottom having gone, and it being 
impossible to keep it floating. 

Under the Friendly Societies Act, 1896, s. 76 (5) the 
Inspector is empowered to examine on oath the officers, members. 



Sic. 43 ] Bombay Act VII of 1925 22~ 

agent. and servants, of the society i~ relation to its 'business. 
Similar provision is now contemplated by the Madras Co-operative 
Societies Bill of 1931. 

Wilfully neglecting or refulling to furnillh any informa
tion required by an inspecting officer is an offence under s. 60 
(b) of thi. Act. It is liable to a fine not exceeding Rs. 50 under 
s.61. 

IDatructioD8.-The statutory powers and duties of inspecting a society to 
be 1l1!ed under certain special circumstances are prescribed in ss. 43 and 44. 
Those are rarely to be used since societies always gladly welcome the advice 
and assistance of co· operative officers. The Committee on Co-operation 
(191~) recommended that the expressions' inspection' and' enquiry' should 
be utilised exclusively for the special and o:masional operations contem
plated by these sections. It is noticed that the scope and object of inquiry 
under I. 43 of Act VII of 1925 is not clearly understood by some Auditors 
who are appoint9d to hold the inquiry. Inquiry in the affairs of 'a society 
is ordered for various reasons. Inquiry is sometimes held to gather informa
tion on certain fixed points. It is also held as a preliminary step before 
cancellation. When the inquiry is ordered to find out if the society deserves 
to be wound up, it is the duty of the Inquiry Officer to go through the past 
history of the society, the defects in the constitution, financial condition, 
and management of the society which might have led to its decline and to 
lubmit a comprehenllive report. At the conclusion of the inquiry, the In
quiry Officer should ask the Managing Committee to show cause why the 
society should not be wound up if he thinks that the society is fit to be 
wound up. For, one of the principal objects of the inquiry is to give an 
opportunity to the Committee to explain the circumstances under which the 
society hall deteriorated and to give an indication of the efforts they are 
going to make to stop the society from going into liquidation. If the In. 
quiry Officer is inclined to recommend that the Committee should be given 
time to improve the affairs of the society he should ask the Committee to 
give an nndertaking to that effect and should suggest the things they are 
expected to carry out if they are to save the society from liquidation. At 
any rate the Inquiry Officer should take their IItatements in writing as to 
whether they wish the society to continue or' not. Wherever possible he 
should arrange to hold the general meeting of the memhers before whom 
he should place all the facts about the society and see if the general body 

. is prepared to take prompt and effective steps for the improvement of the 
• society. 

Supervision, Audit and Inspection. 
SuperviaiOD.-An • inquiry' or • inspection' under certain special circum

stances is provided for in ss. 43 and 44 of the Act, but on the subject of 
continuous supervision no legislative provision is requisite nor has any been 
made. The efficiency of the co-operative institutions depends very largely 
on the arrangements made with respect to the important safeguard provided 
by continuous supervision. The object of this inspection (or supervision ae 
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it is termed by the CommHtee on Co.operation) is to ascertain the general 
scope of a society .with a view to suggest improvements and extensions, to 
examine the accounts in order to see that they are properly written and do 
not reveal any undesirable transactions and I!enerally to stimulate the work
ing of a society by well.grounded encouragement or censure. Supervision 
implies the duty of instructing the members in co.overative principles and 
the propagation of the movement by the organisation of new societies. It 
differs from audit ill that it aims not merely at testing the efficiency of a 
society bot at helping it to be efficient and it comprehends the further task 
of seeing that the defects noted at audit have been remedied. 

Inspection iii closely related to audit. .As is stated above audit is intend· 
ed to ascertain the exact financial position of a society while the object of 
inspection is to find whether that the work of the society is efficiently and 
properly carried out. For instance, in the case of a credit society the inspector 
must see that the credit of a borrower is properly assessed, that loans are 
covered by sufficient assets, that no undue preference is given to any of 
the borrowers, that instalments are properly fixed, that receipts and pay
ments are properly foreca.'!ted, that timely recoveries are made and that the 
creditors and depositors are timely paid. An inspector has also to examine 
the members. Audit is done on behalf of the Registrar while inspection is 
resorted to by the financing banks to safeguard their interest. It is now 
provided for in their by·laws. . 

The supervisor is concerned to see that the work of the society is not only 
businesslike and up.to date but genuinely co.operative. He has to see that 
tbe provisions of the Act, rules and by·laws sre complied with. that meet. 
ings are held in time, that their business is transacted with a quorum, that 
the books are properly writtea and from time to time and papers are proper· 
ly filed. While satisfying himself that the accounts are in good order and 
that busin8l's is being conducted regularly /lnd prudently, he would refrain 
from verifying the figures in detail, and would set himself to test the know· 
ledge of the Committee and members, to advise them with regard to difficul· 
ties and disputes, to explain and remedy mistakes, and to impress upon them 
tbe principles which societies should always have before them. A Supervi
sor's work is more onerous than that of an inspector, for he has not only to 
inspect but also to rectify mistakes and also to prevent them from recurring 
and occuring. He has to advise, guide and teach and has, therefore, to remain 
ill close touch with the society. The Committee on Co·operation thought that 
theso functions should devolve on the co.operative institutions themselves. 
The question about arranging for supervision was considered by a committee 
appointed by the Twelth Bombay Provincial Co operative Conference of 
1923 aud later on in 1928 the Conference of Registrars recommended the 
formation of Bupervising unions by the federa.tion of primary societies as 
they considered organisations of that kind t.o be one of the best promising 
ways to increase co-operative knowledgo among members of societies and 
to give the leading members of societies a wider outlook and acting Oll their 
recommendation steps were taken for tho organisation of supervising unions 
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which are expected to appoint well.paid and well·trained supervisors under 
the guidance of the Union Committees to inspect societies periodically. 
Great importance is attached to these measures because it is believed that 
uuless proper and regular aupervision has been provided for it will not be 
safe to go on increasing the number of societies, nor can great progress be ex· 
pected in many of the existing ones. As is the declared policy of Government 
the functions of the Co-operative Department are restricted to registration, 
inspection, and euquiry, arbitration, liquidation and audit. The official 
staff is, therefore, limited to the bare minimum required to carry out the 
duties under the Act and the best way which could be suggested for the 
supervision is to organise the societies themselves into unions for the purpose 
so that supervision will be internal, tbat is by the societies themselves and 
not from outside. -

The Supervising Union is responsible to see that the accounts and working 
of affiliated societies are inspected at least once every three months. Such 
inspection is to inclnde not- only an examination of accounts bot an inquiry 
into all overdue arrears, scrutiny and verification of loan bonds taken from 
members, the action taken to remedy faults previously pointed out and any 
other points that affect the general credit and good working of the society.
(.1fodel bv·lawd Q( Supervising Unions.) LSee also notes to s, 22 under the 
head" Supervision' at pp. 127-128 ante.1 The co.operative societies affiliat· 
ed to the Supervising Union bave to abide by a by·law passed by the Union 
to the effect tbat their accounts and general management should be super
vised and assisted by the Union Supervisor. 

SUlllen.ion of. aociety.-Previously if it was brought to the notice of 
the Registrar that a society was being mismanaged the only step that could 
be taken besidllll giving advice or warning was to order an enquiry and to 
get the costs of the enquiry recovered from the persons re~ponsible for the 
mismanagement. If matters did not improve a liquidator was appointed 
to wind up the affairs of the society and it was eventually cancelled. Good 
members auffered with the bad, and the former lost the benefit which might 
have derived from the movement and had again to fall back on the sowkar. 
This difficulty is attempted to be removed by making a provision in the by
laws of the Supervising Union. It is thou!{ht that the Supervising Union 
8S the local controlling authority should have the power, with the consent 
of the Registrar, to report to the District or Provincial Bank to suspend 
a aociety (Managing Committee) when it was found not working properly, 
to authorise District or Provincial bank to entrust the management to a 
anitable person or persons for a period not exceeding aix months. If the 
desired tmprovement took place during that period the society was to be 
ordered to be reinstated otherwise the winding up order of the society was 

- to be given by the Registrar. 

-~ 
44. (1) The Registrar may, on the application of 

Inspection of 
books of indebt
ed society. 

a creditor of a society inspect or direct 
some person authorized by himby order 
in writing in this behalf to inspect the 

books of .the society: 
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Provided that-

(a) t.he applicant satisfies the Registrar that the debt 
is a sum then due, and that he has demanded payment 
thereof and has not received satisfaction within a 
reasonable time; and 

(b) the applicant deposits with the Registrar such 
sum as security for the costs of the proposed inspection 
as the Registrar may require. 

(2) The Registrar shall communicate the result of 
any such inspection to the creditor. 

Commentary. 

Changes.-This section is the same as s.36 of the Co-opera
tive Societies Act, 1912 except that the word' may' is I!ubstituted 
for' shall' occuring in Clause (1) of s. 36 of old Act. (See Ap
pendix B for the old Act). This has made the section permissive 
inasmuch as it is left to the discretion of the Registrar to direct 
the inspection of books of a society on the application of the cre
ditor. The inspection may be made either by the Registrar or by 
some one who enjoys the confidence of the creditor. 

Analogoul Law,-Ss. 162 and 163 of the Indian Companies Act, 1913 lay 
down that a Company .. shall he deemed to be unable to pay its debts .. and 
may be wound up by the Court if a creditor, to whom the Company is 
indebted to more than Re. 500 serves a demand for it and the Company for 
three weeks neglects to pay it. 

Reasonable time.-It appears that on the analogy of the 
above sections of the Indian Companies Act, three weeks would 
be a reasonable period. 

Scope.-S. 4f.. is much narrower in its scope than s. 43. It 
gives a creditor who is not paid on the due date, or who has 
not l'6ceived satisfaction otherwise. to apply to the Registrar 
under certain terms for inspection of, the society's accounts in 
order that he may know th6 result of such inspectio'n of accounts 
and may shape his conduct accordingly so far as his relationship 
with the society is concerned. 
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45. Where an inquiry is held under section 43 or 
,, __ ._ r' . an inspection is made under section 44 
\,NIl" 0 Inquuy. 

the Registrar may apportion the CO!olts, or 
such part of the costs as he may think right, between 
the society, the 'members or creditor demanding the 
inquiry or inMpection, the officers or former officers, 
and the members or past members of the society. 

Provided that-
(a) no order of apportionment of the costs shall be 

made under this section unless the society or persons 
liable to pay the costs thereunder has or have been 
heard or has or have had a reasonable opportunity of 
being heard; . 

(b) the Registrar shall state in writing under his 
own hand the grounds on which the costs are appor
tioned. 

Commentary. 

Old law.-This is s. 37 of the Co.operative Societies Act, 1912 
with some additions (See Appendix B). 

Sc:ope,-The unsatisfactory state of alIain of an indebted 
society necessitating an inquiry or inspection may be due to the 
neglect or fault of the existing or former officers of the society. 
The section gives power to the Registrar to make them also liable 
for the costs of the enquiry or inspection. Such costs can be 
recovered summarily by distress and sale of the moveable property 
on application to the Magistrate as provided in the following 
section. If any costs or any part of the costs be awarded to 
Government the saine may be recovered also as arrears of land 
Revenue (s. 65). 

'Officen _ former officers, IlIld the membe ... 01' past member •. '-Power 
is giveu to a responsible officer like the Registrar to apportion costs among 
pe1"8On8 who have been taking part in the mismanagement of the society. 
On an inquiry sometimes it is found that the affairs of the society have been 
mismanaged for 80me years at all events. The mUmanagement of a society 
does not take pl?1C8 in one or two years, but the mismanagement begins and 
the aft'aira of the society go from had to worse, and then ultimate~y the time 
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comes when an inquiry is demanded: When it is held it is generally "found, 
and many times it is a fact that the responsibility does not lie on the present 
officers but that it lies on the members who had already left the society two 
or three years before, and, therefore, if the officers who have ceased coonec
tion with the society a year or two before, are not held respoosible then it 
will be almost a premium upon mismanagement. Sometimes there are 
persons who are neither office-bearers nor are members of the managiog 
committee yet they have a hand in misappropriating the funds of the society. 
"They sometimes make other innocent members to executA documents and so 
on. In this matter they lead the officers to mismaoage the affairs and if such 
mischievous members are found to be at fault it is perfectly justified to 
saddle the responsibility upon them and to apportion the costs on them. It 
may be argued that the accounts of the society are audited at least once 
every year aDd if the auditor found the affairs of the society mismanaged 
it is the duty of the auditor to repo:t the faot to the Registrar and if the 
auditor does not report it is the slackness of the auditor and former members 
or officers should not be taken to task and saddled with the cost for the 
slackneu of auditors. Now many" a good bank hall had efficient audit and 
yet there have been defalcations_ Some ordiuary member or past member 
may be found in" the inquiry to have been responsible for the bad condition 
ofthesociety, and why should he escape the responsibility simply because 
he has been a past member? All that is laid down is that the person who is 
responsible for the condition discovered will be liable for the costs, (s.45) 
and such a provision is very necessary.-Bombay Legislative Oouncil Debates, 
24 July, 192:'>. 

'Members or past members '.-These words are added as 
there may be cases of such persons having been responsible for 
the working or the financial condition of a society.-Reporlof 
the Selecl Committee. 

Tile provilo is added for the reason that as an appeal has been allowed 
from the order of the Registrar under this section (s.64) it is necessary that 
11.11 material should be before the authority who hears the appeal to enable 
him to judge aDd therefore, it is required that the Registrar should state the 
grounds in support of his own orders. Secondly it is the ordinary principle 
of law that no order should be made against a person without hE'aring him. 
-Bomhay LegislativlJ Council Debates, July %4, 1925. 

46. Any sum awarded by way of costs under sec
tion 45 may be recovered, on application by 

Reooveryof the Registrar to a MaCJ'istrate having jurisdic-costs. "0 

tion in the place where the person from 
whom the money is claimable actually and voluntarily 
resides, or carries on business, by the distress and sale 
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of any moveable property within the limits of the juris. 
diction of such Magistrate belonging to such person, 
and such Magistrate shall proceed to recover the same 
in the same manner as if it were a fine imposed by 
himself. 

Commentary. 

Old law.-Cf. s. 38 of th~ Co-operative Societies Act, 1912. 
( Appendix B ). 

The power to make a reference to a Magistrate for the 
recovery of the sum awarded by way of costs has now been allowed 
to the Registrar only.-See the Report vf the Select Committee. 

Power to exempt locietiel from provilionl of the Act. 
-The policy of the Government all along is to make the Act as 
elastic as possible. It is proposed that wider powers should be 
given to Local Government to enable it to deal with special cases. 
Fourth Conference of Registrars, 1909. 

Moveable property means property of every description 
except immoveable property [so 3 (31)] which in its turn is stated 
in B.3 (24) of the Bombay General Clauses Act, 1904, to include, 
land, benefits to arise out of land, and things attached to the earth 
or permanently fastened to anything attached to the earth. 

Liquidation and Arbitration. 

47. If the Registrar, after an inquiry has been 
held under section 43 or after an inspec.:. 

Winding up. t' h b ddt' 44 Ion as een ma e un er sec Ion or on 
receipt of an application made by thr~e-fourths of the 
members of a society present at a special general meet. 
ing~ called for the purpose or of his own motion, in 
the case of a society that has not commenced working, 
or has ceased working, or possesses shares or members' 
deposits not exceeding Rs. 500 is of opinion that the 
society ought to be wound up, he may issue an order 
directing it to be wound up and when necessary, may 
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appoint a liquidator for the purpose and fix his remu
neration. 

Commentary. 

Old Law.-Cf. S. 39 of the Co-operative Societies Act, 1912 
(See Appendix B). 

Past and deceased members.-It has to 'be rememb ned 
that the liability .of a past member and that of the estate of the 
deceased member for the debts of the society continues as provided 
by ss. 28 and 29 respectively. 

An appeal against the order of the Registrar under s. 47 is 
provided for in s. 64 of this Act. 

The Registrar mar lis the remuneration of the liquidator.-Rule 38 (8) 
empowers the Registrar to fix the amount of fees to be paid to the liqui -
dator. The usual remuneration is 3 per cent and 2 per· cent respectively 
according to whether the recovery is done by himself or through the R~venue 
authorities (L. Q. D. Misc, of 1928 dated 10-5-1928.) 

Distinction between a winding up order and the cancellation of regis. 
tration.- A Ijociety continues as a corporate body during the process of 
winding up. It enjoys all the privileges such as the exemption from stamp 
duty etc.: (No. 40/240(1926 dated 13-9-26). A winding up order has not 
the eft'ect of vesting the society's property in tile liquidator. The proper~y 
remains in the society until dissolution (s. 49) unless disposed of in the 
course of winding up. ( Calvert.) All societies iu the prOe8SS of liquida. 
tion are audited evey year ordinarily by the auditors in charge of the division 
but when the said auditors are themselves the liquidators then by the other 
auditors appointed for the purpose. Cancellation under s. 49 takes place 
after all liabilities aTe met either fully or proportionately. 

Sanction to prosecute not necessary.-In Gulabmiya Dagadumia v.Emperor 
129 I C. (1931) the High Court of Bombay held: A liquidator who misappo
priates money which has come into his custody as liquidator cannot be said 
to be acting or purporting to act in the discharge of his official duty and 
assuming that a liquidator appointed under 'he Bombay eo.operative 
Societies Act is a judge within the meaning of s. ] 9 Indian Penal Code no 
sanction ,under s. 197, Cr. Pro. Code is necessary to prosecute him for mis
appropriation of money received by him as liquidator. When an orglmiser 
of co-operative credit societies who was appointed as a liquidator by the 
Registrar of co·operative societies committed missppropriation of money 
received by him as liquidator their Lordships of the High Court : 

Held, that no sanction under 8. 197 Criminal Procedure Code was necessary 
for his prosecution on the ground that he was an organiser of co-operative 
credit I,ocieties. ' 
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Not •. -In many village societies it is not that the majority of the mem~ 
bers are dishonest. What happeus is that a few designing persons manage 
to become members of Managing Committee and become office-bearers of 
the societies. It is in fact these persons or some of them who are mainly 
responsible for the mismanagement of the society. To be plain. they run the 
80ciety simply for their own advantage. What at present happens is: that 
the Registrar when he finds that a society is mismanaged orders the dissolu. 
tion of the whole of the society. This is not quite fail'. as all the members 
most of whom are quite innocent have j;o suffer for the misdeeds of a few. 
It is therefore. necessary to invest the Registrar with powers to supercede 
the Managing Committee and office-bearers of the society for some time. 
(OJ. the model by.laws of Supervisinll Unions) The powers and duties 
of the 80ciety are of course during the period of supercession to be exer· 
cised. and performed by such persons as will be appoi~ted by the Registrar 
from time to time. This will give the society a chance to improve its work. 
ing and run it satisfactorily. .The innocent members in this case will not be 
inconvenienced and will continue to have the advantage of the society. 
There is such a provision so far as the management during .the period of 
8upercession is concerned in s.179 of the Bombay District Municipal Act. 
1901. Nole:-For procedure sees. 50 and notes. thereunder infra. 

48. Where it is a condition of the registration of a 
, society that it shall consist of at least ten 

Society may members who are maJ'ors, the Registrar be wound up if 
membership is may by order in writing dire. ct the society 
reduced. 

to be wound up, if at any time it is proved 
to his satisfaction that the membership has been reo 
duced to less than ten such members. 

Commentary. 

History.-This is s. 40 of the Co· operative Societies Act, 1912, 
with Bome additions (see Appendix B). 

Object -The principle is that minor I!1embers must never be 
allowed to become an appreciable proportion of the whole. Other
wisp one of the effects will be that three-fourths majority . required 
for sending a petition to the RegistrlH for winding up a society 
might consist of a few major members who have managed to secure 
representation of the' minors.' For' conditions. of 'registration see 
8. 7 and notes thereunder at pp. 68-77 ante. 

A company may be wound up. :by the Court if the number of memQer~ is 
reduced .. in the case of a private company below two 'or in :the case of a~y 
other company. belowseven.-S. 162 (iv), Indian CompalliesAct. 19.13. 'If 

30 ' 
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the company carries on business for more than six months while the number 
of its members is less than the legal minimum namely two in the case of 
a private company and seven in the case of any other company every mem
her cognisaut of the fact becomes severally liable (the limited liability 
ceases) for the debts contracted after the expiry of the six months and 
may be sned without joinder of any other member.-S. U7 Indian Campaniu 
Act 1913. It applies even in the case when a Company is ordered to be 
wound up nnders. 162 (iv) of the Companies Act, 1913 (ante). 

49. When the affairs of a society for which a liqui

Effect of can
cellation of re
gistration. 

dator ha.s been appointed under section 
47 have been wound up, or, where no 
liquidator has been appointed, after two 

months from the date of an order under section 47, or 
after confirmation of such order in appeal, the Regis
trar shall make an order cancelling the registration of 
the society, and the society shall be deemed to be dis
solved from the date of such order. 

Commentary. 

Old Law.-See s. 41 of Co.operative Societies Act 1912 (Ap· 
pendix B). 

Company Law.-A company may be wound np by the Conrt:-{i) if the 
Company has by special resolution resolved that the company be wound up 
by the court; (ii) if default is made in filing the statutory report or in 
holding the statutory meeting; (iii) if the company does not commence its 
business within a year from its incorpora~ion or suspends its business for a 
whole year; (iv) if ihe nnmber of members is reduced, in the case of a 
private company, below two or, in the case of any other company below 
seven; (v) if the company is unable to pay its debts; (vi) jf the court is of 
opinion that it is jnst and eqnitable that the company .honld be wound up. 
-So 162, Indian C'ompani1J8 Act, 1913. . 

.. Three fourths of the members of a society" present 
at a special general meeting can apply for winding up. It is 
thus clear that. neither past members, nor persons claiming 
through deceased member can seek for the winding up and for 
that matter for the cancellation of a society. 

Notes.-A society registered under this Act is a body cor
porate. One of its characteristics is that, it is constituted a 
distinct and independent person in law and is endowed with 
special rights and privileges. Evidently these privileges are con-
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ferred on condition that the societies adhere to their principles. 
If they depart from these principles, the Registrar has power to 
cancel registration which has the effect of withdrawing all the 
privileges. 

There are two processes namely winding up under 
s. 47 and cancellation under s. 49.-In winding up all pri
vileges continue. Cancellation takes place after all liabilities are 
met either fully or proportionately. (See also notes to s.47 under the 
head" distinction between a winding up order and the cancella
tion of registration" at p. 232 ante.) 

Under the Co-operative Societies Act the Registrar 
exercises the powers of a Court.-An order cancelling a 
society may be made if the Registrar is of opinion to that effect, 
(1) after holding an inquiry of his own motion; (ii) after hold· 
ing an inquiry on the requisition of a society in respect of a 
society which is a member of such society; (iii) on holding an 
inquiry on the application of the majority of the committee; (iv) 
on holding an inquiry on thEi application of 1/3 of the members; 
(v) after the inspection, of books of an indebted society on appli. 
cation of a creditor (s. 44); (vi) if the membership is reduced to 
less than ten members who are majors (s. 48). 

Mr. Calvert suggests that the Registrar may exercise his power 
of cancellation; (a) on proof that a certificate of registration hall 
been obtained by fraud or mistake; (b) or that a society exists for 
an illegal purpose for instance, if a Central Bank forsook its sole 
object of facilitating the operations of co-operative societies and 
took to general banking business or if a supply or store society 
took to credit business, or again if a store society undertook 
general business with non-members it may be dissolved at the 
instance of rival traders; (c) or that it has violated any of the 
provisions of the Act (e.g. the persistent lending to non-members.) 
Similarly repeated failure to observe its own by-laws may entail 
cancellation. (s. 310.); (d) or it has ceased to exist, i.e .. it does not 
commence business within a reasonable time or suspend business 
for an unduly long period. [Cr. s. 162 (iii) of Indian Companies 
Act, 1913.]; (e) or if there is nO hope of eventual solvency or 
progress. 
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The order of cancellation is made in the following 
form:-

ORDER. 
The registration of the 

_______ " Taluka ________ , District __ _ 

the affairs of which were ordered to be wound up under this office No. 
Cl dated the 193 __ is hereby can
celled under Section 49 of the Co-operative Societies .Act VII of 192!> and 
the society shall be deemed to be dissolved from the date of this order. 

Sd. 
Registrar, C. S. 

The cauaealeading to the failure of soc:ietiea are various and include a 
want of due supervision, indiscreet loans, contrivancy of borrower, un
punctuality in repayments, the restriction of loans to a few individuals, 
dishonesty or incompetence of society officials, bad selection of members, 
the extension of a society over too large an area, concealment of old debts, 
faulty constitution, internal dissentions. insufficient funds or membership, 
the preponderating influeuce of one member. and general lack of interest 
by members in the affairs of the society.-Report of the Committee on Co
operation in India, 1915. 

50. A liquidator appointed under section 47 shall 
Powers of a have power with the sanction of the 

liquidator. Registrar to do all or any of the follow
ing things:-

(a) pay any class or classes of creditors in full; 
(b) make any compromise or arrangement with 

creditors or persons claiming to be creditor~ or having 
or alleging themselves to have any claim, pre.sent or 
fu,ture, whereby the society may be rendereq liable; 

(e) to compromise all calls or liabilities to calls and 
debts, and liabilities capable of resulting in debts and 
all claims, present or future, certain or contingent, 
subsisting or supposed to subsist between the society 
and a contributory or alleged contributory or other 
debtor or person apprehending liability to the society 
and all q llestions in any way relating to or affecting 
the assets or the winding up of the society on such 
terms as may be agreed and take any security for the 
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discharge of any such call, liability, debt, or claim and 
give a complete discharge in respect thereof; 

(d) from time to time to determine the contribution 
to be made or remaining to be made by the members 
or past members or by the estatl:ls or nominees, heirs or 
legal representatives of deceased members or by any 
officer, to the assets of the society, such contribution 
including debts due from such members or persons; 

(e) to institute and defend suits and other legal 
proceedings on behalf of the society in the :name of 
his office; 

(f) to issue requisitions under section 59 upon the 
Collector for the recovery as arrears of land revenue 
of any sum ordered by him to be recovered as dues from 
members or as a contribution to the assets of ~he 
society or to the cost of liquidation; 

(g) to get disputes referred to arbitration; 

(k) to investigate all claims against the society and 
subject to the provisions of this Act to decide questions 
of priority arising out of such claims,and to pay rateably 
according to the amount of such debts, the surplus if 
any being applied in payment of interest from the dale 
of liquidation at a rate to be fixed by the Registrar 
and not exce9ding the contract rate; 

(i) to determine by what persons and in what pro
portion the cost of the liqu.idationshall be borne; 

U) to give such directions in regard to the collec
tion and distribution of the assets of the society as may 
appear to him to be necessary for winding up the affairs 
.of the society; 

(k) to fix the time or times within which credi
tors shall prove their debts. and claims or be: included 
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for the benefit of any distribution made before those 
debts or claims are proved; 

(l) to carryon the business of the society so far as 
may be necessary for the beneficial winding up of the 
same. 

Provided that no liquidator shall determine the con
tribution, debt or dues to be recovered from a past 
member or'the representative of a deceased member 
unless opportunity has been given to such past member 
or to such representative to answer the claim. 

Commentary. 

Old Law-See s. 42 0/ the Co-operative Societies AcI, 1[;12. 
(Appendix B). 

"If it is exceUantto have a giant's strength. it is cer
tainly "tyrannous" to use it like a giant. and it is a matter 
of great public concern that so autocratic a personage as the 
liquidator, of a co·operative society should exercise the powers with 
which he is invested reasonably and fairly " said Page C. J. in 
BaLat Maung v. 1M Liquidator, Kemmendine Thafhanahita Co
operati've Society, A. I. R. 1931 Rallgoon 202 where the facts were 
briefly the following:-M (the appellant) had in July 1921 signed 
a promissory note in favour of the society. On 30-11-1928 
after the society had gone into liquidation, the liquidator 
passed an order under s. 47 demanding payment of the amount 
due on tho promissory note and on 9th August 1929 he applied to 
tho Rangoon Small Cause Court under s.47 (5) for leave to execute 
the order amounting with costs to the sum of Rs. 766-13-0 as a 
decree,. M thereupon on 30th September, 1929 filed a civil suit 
in the High Court claiming that inasmuch as the promissory note 
was statute barred. the order of the liquidator demanding payment 
thereof on 30th November, 1928 should be declared null and void. 
The suit was dismissed as the High Court held that it had no 
jurisdiction to entertain the proceedings. The costs were taxed at 
Rs. 70 and the debt and the costs were paid by }I (the appellant). 
After this the liquidator madtl a demand on the appellant for 
a further sum of Rs. 591 which according to the liquidator 
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actually represented the expenditure incurred by him in defend .. 
ing the Buit in the High Court. M (the appellant) then filed an 
application complaining that the liquidator in thus enhancing 
the costs awarded was usurping the jurisdiction of the Court. It 
was dismissed. In an appeal the High Court thought that the 
application was an irregular one and though it was of opi
nion that the order of the liquidator was neither fair, nor reason
able it held that it cannot be contended that the costs oflitigation 
incurred to recover contribution ordered are not part of the costs 
of liquidation and that the liquidator was entitled to recover 
them and that it cannot be said that the liquidator eJ;ceeded his 
jurisdiction. Their Lordships further observed: 

.. As a matter of policy it may be necessary to provide that subjects should 
be precluded from resorting to the Courts of Law for the redress of their 
grievances. Undoubtedly the exigencies of situation may justify such a 
curtailment of the ordinary rights of citizenship in the interest of the public 
at large. But it will generally be conceded that so drastic a courae, lIhould 
be taken only in exceptional cases and when the particular occasioD clearly 
demanda it. The present case (to incur costs amounting to'Rs. 66. In a suit 
involving a sum of only Rs. 766.) is not the first occasion. upon which the 
High Court has felt itself bound to protest against the unreasonableness of 
a,n order pused by the liquidator of a society. Verily there is substance in 
the observation of Farewell L. J. that" the legislature cannot make wrong 
right, but it can make wrong not actionable." However unfair and ruinous 
an order of the liquidator may be to the member againBt whom it is passed 
he is helpless and without redress. II Note:-This state of affairs is not at all 
Batis factory and au immediate provision is absolutely necessary. .' , 

The liquidator exerciles his powers with the lanction 
of the Registrar:-Under the Company law. whenever a com
pany is taken into liquidation ordinarily the liquidator has' to 
take the sanction of the Court. In the case of societies there is the 
Registrar whose consent or sanction has to be obtained. 'fhe 
duties which the liquidator has to discharge are very important 
for example if the liquidator incurs' some expenses which he ought 
not to have incurred and as a matter of fact the money is paid off, 
the money cannot subsequently be recovered when the Registrar 
discovers that those expenses ought not to have been incurred.
Bombay Legislalive Council Debates. July 24, 1925. 

Advantages of incorporation. The effect of incorporation 
is to protect individual members from suits by creditors. Legal 
proceedings can lie only against the society in respect of.an obli-
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gation of the society. In case of default it is the society which 
goes into liquidation and not the individual members. They are 
only liable to contribute towards any deficiency in the assets in 
the course of liquidation. If the society is not a. corporate body 
( not being duly registered) the liability of each member is really 
unlimited and anyone may be sued by a creditor for his whole 
debt leaving him to recoup himself out of the assets or from his 
fellow members. A registered society becomes a corporate body 
and the members, past members and the legal representatives of 
deceased members are only liable to contribute towards anydefi
ciency in the assets in the course of liquidation. ( See below) 

The decree-holder (a Central B'ank) cannot issue ex
ecution against individual members of a society even of 
unlimited -liability for its dues against the society.
Where some members of a co-operative society of unlimited liability 
registered under the Act burrowed money from Central Co-opera
tive Bank also incorporated under the same Act, through 
their society and ultimately the society became indebted to the 
Central Bank for the amount and the Contral Bank obtained an 
award from" the Registrar having the effect of a decree. The 
Central Bank having applied to the Civil Court for the execution 
under the Chil Procedure Code against those members the High 
Court held: The effect of incorporating a number of persons into a 
body corporate is to make that body corporate a separate legal 
entity or persona and in the words of Cave J. in the case in Re -
Sheffield and Sooth Ya"':shire Permanent Buildmg Society. 22 
Q.B.D. 4'10 (1889) at p. 476 "a corporation is a legal persana just 
as much as !Jon. individual, and if a man trusts a corporation be 
trusts that legal persona and must look to its assets for pay
ments." The question whether the liability of a society is limited 
or unlimited can only affect the members when they come to 
contribute to the liabilities of the society in the winding up. Not 
until there is a winding upcan the creditor come face to face with 
the individual member. Lord Lindley at p. 363 of his work on 
Companies in dealing with Companies with unlimited liabilities 
states" if the Company is not l'egistered with limited liability tho 
members are liable to the full amount of the company's debts and 
"engagements, whatever that may be. The liability however is a 
liability to contl'ibute with others and such liability can only be en-
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forced upon the winding up and no execution can proceed against 
a member. Finally it is commonsense and a rule of common law 
that a judgment against one person (and a co-operative society 
is a legal persona) cannot be executed against another. See Lind
ley p. 390. The judgment-debtor is a -society and there is no 
method under the Civil Procedure Code by which the judgment 
can be executed against any other person.-Ha1'ihar Prasad v. 
Bansi Missir and others, A. I. R. 1931 Pabaa 321. 

Rules describing the procedure-The rules framed under 
s. 71 (2) ( t ) describe the procedure to be followed by a liquidator 
[ see notes under s.71 (2) (t) also]. Rule 38 states that the 
appointment of liquidator-should be notified in the Bombay Govern
ment Gazette. It also prescribes the details of the procedure 'which 
the liquidator should follow in the matter of publishing a notice 
requiring all claims to be submitted to him after taking charge 
of the property and the books of the society. Cl. (3) of rule 38 
provides for making orders against members and past -members 
including the contributions required from each of them. Cls. (4), 
(5), (6), (7), (8) and (9) refer to subsidiary orders to be framed by' 
the liquidator, the submission of a quarterly report to the Regis"
trar, depositing the funds in charge of the liquidator in the Post 
Office Savings Bank, etc, the remuneration to village officers_ for 
the recovery if made by them, the fees to be paid to the liquidator 
and the final general meeting to be called by the liquidator. Rule 
39 states that execution of the orders of the liquidator should be 
made in accordance with s. 59. Rule 40 deals with the disposal 
of the records of a cancelled society. Rule 41 fixes the rate of 
interest to be allowed to the creditors of a society ordered to be 
wound up. Rules 42, 43 and 44 refer to the issue and service of 
summonses by the liquidator and the disposal of fees levied for 
the expenses of such service through revenue officers. (See Appen
dix A for Rules and notes thereunder ). 

(a) The liquidator may pay aay dau or classes of creditors ia fuU:-The 
first step of the liquidator is to ascertain the assets and liabiliti~ of the 
society as Ii whole and to prepare a statement showing the same. (L. Q. D. 
15-1929). The liquidator should next ascertain what liability the society 
haa to meet in the form of shares, deposits, etc., and record a general finding 
on this point adding in what order each class of liability is to be met from 
the recoveries. In doing this he should, as far as possible, extinguish 
witbout further discussion sucb liabilities aa are possible by setting off shares 
and deposits held by members against their outstanding loans and by paying 
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oft: deposits, which ordinarily rank first among the liabilitiea froM tbe cuh 
balance on hand or from any reoovery that he i. able to make on the spot. 
Entrance fees are part of the reserve fnnd and under no circnmatances to 
be trelited as liabilities to be refunded. 

(d) The liquidator baa to determine the contribution. to be made by 
memben, etc. A oontributory under the Company Law is a person liable 
to contribute to the assets of a company in the event of its being wound 
up ( .. 156, I.C. Act, 1913). Every existing or present member of a oompany 
at tho commencement of its winding up and every past member who has 
ceased to be a member within one year of the oommencement of the wind
ing up is a contributory. Thus in a winding up e"ery present and past 
member is liable to oontribnte to the assets of the oompany to an amount 
snfficient for payment of its debts and liabilities and the costs of the wind
ing up and for the adjustment of the rights of the oontribntories among 
themselves subject to the provisions and qualifications of II. 156 of the I. C. 
Act, 1913. A present member who is holder of fully paid up aharea is not 
liable to auy calls in respect of them but he is a. oontributory within the 
meaning of s. 156 for the purposo of distribution of surplus assets and ad
justment of rights of contributories among themael'l"E'L III the case ot a. 
eompany limited by shares the liability of a present and past member ill 
relation to his mares is limited to the amount (if any) unpaid Oil his 
sbarea. The existing or present members are primarily liable for all the 
debts of the oompany and the costs of winding up. A past member is not 
liable to con tribute unless it appears to the Court that the existing mem
bers are unable to satisfy the contributions required to be made (11.156 of 
the Indian Companies Act, 1913). 

Contrillutioa.-When the assets of the society are insnfficient to meet. the 
liabilities or when some of the assets are irrecoverable, the members and the 
past members (s. 28) and the estates or nominees, heirs or legal repre
sentatives of deceased members (s. 29) can be made to contribute to the 
assets of the society. Contribution a8 pro'l'ided in It. 50 (d) does not mean 
only the amount payable by a member as such but it also inclndes debts 
due from snch members or persons. 

Non-memll .. lIureti ... -In BOme C8S88 t.he sureties are Dot membel'll of the 
society. Under clause (f) and (d) of s. 50 the liquidato!' can paas orders only 
against tbe members of the society and that Don-members caDnot be inel nded 
in the ordel'll since under c1. (e) of B. 50 tbe liquidator can deal with non
members in a Civil Conrt. 

DirectioDII.-The first step of s liquidator should be to alcertaia t.he assets 
aDd liabilities of the society as a whole and to prepare a statement showing 
the Bame (L.Q.D. 15-1929). After ascertaining the total outstanding lia.
bilities of the lociety including the accumulated reserve fund t.he liquidato. 
Bhonld. proceed to deoide bow they are to be met by the members. He 
Bhonld prepare a (leparate statement showing for each member the liabilitiea 
Which he owes to the society and the amonnt to bis credit as deposits etc. 
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in the IOciety and the net balance due by him to the society or to him by 
the Bociety. He should then proceed to decide how the outstanding liabili
ties of the society, if there be any, to be met by the members. The liquidator 
should make aeparate orders againat the varioue members and past membeni 
of 'he aociety, noting the amount to be realised from each as a contribu
tion under cl. Cd) and as the costs of liquidation under cl. (i) of this seotion 
[rule 38 (c)]. It shall include also the interest and shall state the rate of 
interest at which interest shall continue to run until the date of recovery. 
The liquidator should alBo record separately the reasons and findings on 
which these ordera are based \ i... ueually leger account ahd number lind 
date of bond) and should aubmit the same to the Assistant Registrar or the 
Registrar for approval who may modify them or refer them back to \he 
liquidator for further inquiry or other action. or may forward them for 
recovery. 

The di.tiactioo between limited and ualimited .ocieties has reference to 
the liabilities of members for payment of the debts of the society when the 
lOCiety is wound up. (See notes to a. 5 under the head' on ita liquida~ 
tion' at p. 60 IIIltll.) In the case of an unlimited society each member 
is jointly and aeveraUy liable without limit (but .this does not mean that it 
should exceed the limit of the capacity of the member.) It is, hdwever, 
BUggested that the liquidator should ordinarily endeavour to settle the con~ 
tributions l1li far as p088ible on a basis of equal payments and shonld raise 
the amount of calls in case where it is improbable that one or more parti
cular members were likely to be able to pay. 

Contributions, debts or dues from past members. etc. 
not to be determined without hearing them.-The proviso 
to II. 50 is added because it is thougbt that the past member Or tho 
representative of a deceased member who has left management 
of the 1I0ciety some years before liquidation to be saddled· with 
the amount of contribution, debt or dues should be given an 
opportunity to be heard before any final order is passed by the 
liquidator.-Bombay Legislative Call/neil Debates, 24th July 1925. 

(e). Liquidator has power to institute and defend 
suits, etc., in the name of his office.-Registration invests a 
society with power to institute and defend suits etc. in its own 
name (s. 23). The power to act for the society passes to liquidator 
as soon as the winding up order is made and a liquidator is 
appointed. In order to make it clear that a suit should be in the 
name of the liquidator and not in that of the society the worda 
" in the name of his office ,. are inserted. [So 179 (a) of the Indian 
Companies Act, 1913 gives power to the official liquidator to in
stitute or defend any Buit or prosecution,or other legal proceedipg 
civil or criminal in the name and on behalf of the Company.] 
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ef) Sums ordered by a liquidator may be recovered 
as arrears of land revenue-The relationship between a 
society and its members is not the same as that between a money
lender and his debtor. Most of the societies go into liquidation 
because a good many members default for a considerable number 
of years and do not pay their dues at the proper time. If these 
people are not made to pay their dues at once, that would mean 
that other people in the surrounding villages would not mind 
committing default and will not be paying their dues knowing 
that if the societies go into liquidation, they will not be called 
upon to pay their dues all at once. Besides this the interests of the 
banks and other creditors who advance money to these societies 
will suffer. They do not receive their instalments in time, while 
the society is in existence and after liquidation if they are told 
that they would not get their dues for some years owing to the 
fixing of instalments by the liquidator and his not recovering 
the money at once, they will learn a lesson and, the result will be 
that societies not working well will not get money from. banks 
and other large creditors. Although there might be room for the 
society's improvement the banks would not give advance. They 
might say: the society is not doing well at present, it might go 
worse, and it may be cancelled. In that case recovery by instal
ttlents will be allowed and the liquidation proceedings will drag 
on for years. Banks and creditors would. therefore .. not be pre
pared to advance the money and if they do they will charge higher 
interest for the extra risk involved. Liquidation is the last re
source available in cases where members do not pay up even after 
repeated reminders which may extend over some years. Even 
after this last stage is reached if time is given to the member to 
pay instalments one would not know when the liquidation may 
end. A society goes into liquidation because members are de-
faulting for years. It will not be right nor would it be fair if 
these members. who have been working against the interests of 
their own society and through mismanagement have sent it into 
liquidation, should get any concession. Again, the effect on the 
surrounding societies would be very bad, and the interests of 
banks and creditors and indirectly of societies that have advanced 
the money will suffer. :Most of the societies are unlimited liability 
societies. If liquidation proceedings go-on for years, members 
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may transfer their property to others. In such a case where is 
the money to be recovered from? If money is not recovered from 
them. then it will ha,e to be paid by the other members of the 
society~-Bombay Legislative Council De.bates. July 24th 1925. 

Can the nominees. heirs or legal representatives of a 
deceased member be arrested etc. for the recovery of 
contributions levied by a liquidator.-The ordinary Civil 
Law limits the liabilities of the legal representatives to the 
extent of the assets which have gone into their hands as such 
from the deceased (s. 52. Civil Procedure Code. 1908.). S. 50 
(d) and proviso to s. 50 of the Co-operative Societies Act. allows a 
liquidator to determine the contributions to be made by the nomi
nees. heirs or legal representatives. of deceased members after 
giving them opportunity to answer the claim. The contributions 
so determined can be recovered on a requisition being made to 
the Collector, in the same manner as arrears of land revenue. S. 
150 (c) of the Bombay Land Revenue Code, 1879 states that arrears 
of land revenue may be recovered by the arrest and imprisonment 
of the defaulter. However. the rules framed under s. 71 (2) (t) 
prescribing the procedure to be followed by a liquidator do not 
refer either to nominees, heirs or legal representatives. Clauses 
(3) and (4) of rule 38 mention only members and past members 
against whom orders and subsidiary orders for contribution may 
be made. It appears, therefore, that under the rules no provi
eion is made for passing any orders against legal representative 
e~. and therefore, no question of arrest of such representatives 
etc. arises. 

(g) The liquidator may get dispulell referred to arbitratioD.-For arbitra
tion see 8. 54 and notes thereunder, infra. The idea of arbitration implies the 
fundamental fact that the cause between the parties in contraversy should be 
heard and determined by persons chosen by the parties. It may be said that 
the members of societies when they accept the membel'Rhip and the by-laws 
bind themselves to accept the decision of any dispute by a compulsory 
reference to arbitration. But when outsiders are involved it can never be 
reasonably argued that they must submit to arbitration. This will beaHowing 
the societies to override the very principles of common law of the land. If the 
non-member does not wish to submit his case to arbitration the only remedy 
against him would be action in the Civil Court_ For this reason the Registrar 
has issued instructions to the effect that when sureties are themselves not 
members of societies they cannot be dealt with under arbitration rules. Yn
less therefore, it is'confident that tbe whole sum can b8 recovered from the 
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property of the principal it would be well advised in cases where sureties are 
non·members, to file a suit in the Civil Court instead of proceeding by way 
of arbitration. In this connection the managing committee of the society 
should note that under s. 43 of the Indian Contract Act (IX of 1872) as 
interpreted by the Bombay High Court in Laxmiclas tI. PursTlOttamdas, 6 80m. 
700 that if a. claim were made against the principal only under the arbitra
tion rule and oonsequent a ward were forwarded to a Cllurt for execution and 
thereby converted into a decree, any subsequent action against sureties who 
were non·members would bA barred. Persons whether members or non
members who are subsequent mortgagees or vendees of property already 
mortgaged to a society can be made parties from the commencement of the 
proceedings. (Remembrancer of Legal Aftairs No. 2197 of 5-12-1923..) 
See also ' Liquidation' in the Hand-book of Co·operation for Societies 
in Bombay and Sind by the writer. . 

(11) The liquidator may decide questions of priority of claims and pay 
ratably.-In the case of persons who are only creditors they are to be 
ratably paid (L. Q. D. 15 of 1924 dated 28-4-1924). The banks should be 
treated on the same footing as other creditor.t and in the matter of repay
ment. of the dues no preference should be given to either. The Banks along 
with other creditors should be paid proportionately (L Q.D. 4 of 1927 dated 
26-2-27.) 

Not exceeding the contract rate.-So long as there are 
assets the creditors ought to btl paid from those assets with in· 
terest at the rate at which the creditors contracted to lend the 
money. Otherwise the creditors will be disinclined to advance 
money to the societies if they know that they will not get their 
principal back and interest at the rate at which they had lent the 
moneY.-Bombay Legis/atice Council Debates. 24th July 1925. 

{tJ Costs of liquidation include the remuneration of the liqui
dator (s. 47) which has priority over all claims. The liquidator 
should add 5 per cent to meet the costs of liquidation. For the 
remuneration of a liquidator see notols to s. 47 ante and the Hand
book of Cooperation for Societies in Bombay and Sind by the 
writer. 

(k) The Liquidator may fiz time within wbich creditOl'll .ball prove their 
debts etc.-The liquidator by a public notice should require all claims 
agaiDBt the societies ordered to be wound up to be notified to him within 
two months [rule 38 (2) ]. It should be remembered that an liabilities 
recorded in the account books a.re to be deemed to have been duly notified to 
the liquidator (ibid). 

CaD a liquidator recover a time·barred debt.-In a Burma case under the 
Burma Co-operstive Societies Act, 1927 A had borrowed some years back 
Its. 3,000 from a Co.operati\'e Bank while Band C stood sureties to A. A 
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died lubl8quently without paying principal or interest. The Co-operative 
Bank Wall ordered to be wound up and a liquidator was appointed. He 
ordered the legal representative of A. and Band C to pay the amount with 
interest and liquidation fees. Compliance not having heen made with that 
order the liquidator applied for execution by the arrest of the snrety. The 
debt became time-harred by limitation two years hack no legal steps having 
ever been taken to recover the amount either from the principal or the sure
ties. The High Court pa88ed the following remarks. .. The liquidator was 
leaking to recover a debt which at the date of the winding up was already 
time-barred and therefore, not legally recoverable by following the ordinary 
Civil Prooedure. n \'faa only by making au order behind which the Court 
would not go thattbe liquidator was able to compeIthe Court to enforce 
payment of a debt which was not due. Now there is no provision for appeals 
from an order passed by a liquidator or indeed of any sort of control over 
him. Cansel/uently every liquidator of society is a law unto himself and 
every member thereof is subject to his uncovenanted mercies. I cannot think 
that such a state of aft'airs has arisen from an oversight and lim of opinion 
that the attention of the Local Government aught to he directed to it. with 
the view of providing an appeal from suchan order of a liquidator as I have 
before me. With reference to the Calle before me it is obvious that he has 
su1fered a very substantial injustice aud I venture to express a hope tbat 
the Local GOtel'nment will bke su<ili steps as possible to r€medy it. iI~ 
U. Po Nayan t. Ma,mg KiJyatJ, A.I. R. 1929, Rangoon 113. 

50A. (1) Where, in the course of the winding tip 

Power of Re. 
gmrH to 1IB8e8' 
damage against 
delinquent pro-
matera, eta. 

of a society it appears that any person 
who has taken part in the organization 
or management of the society or any past 
01' present chairman, secretatYl metnbet 
6f the managing committee or officer of 
the society has misapplied or retained ot 

become liable ot 3.Ceountable for any money or· property 
of the society or has been guilty of misfeasance or 
breach of trust in relation to the society, the Registrar 
may, on the application of the liquidato't or of any 
eteditor ot eontributorl, examine into the conduct of 
such pet'son and make an order requiring him to repay 
ot restore the money ot property or any part thereof 
respectively with interest at such rate as the Registrar 
thinks just or to contribute such sum to the assets of 
the society by way of compensation in regard to the 
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misapplication, retainer, misfeasance or breach of trust 
as the Registrar thinks just. 

(2) This section shall apply notwithstanding that 
the act is one for which the offender may be criminally 
responsible. 

Commentar,. . 

Histor,.:-This section is new. 
Obiect:-This provision is preventive as well as curative. 

Preventive in the sensll that officers as well as members are con. 
stantly reminded that if they go astray there is a provision in 
the Act under which their actions can be called into question by 
the Registrar. It will. therefore. serve as a check on the dis
honesty of members as well as officers of the society. 

It has also got a curative effect. It will expedi&te the winding 
up of the society. In the absence of such a provision the matter 
will have to be referred to the Civil Court and the delay of months, 
perhaps of years. will be caused. 'l'his provision is,therefore. 
made with a view to avoid the necessity of going to Civil Court. 
It is laid down in this section that if during, liquidation procee
dings the liquidator comes to know that a certain member or officer 
has misappropriated funds of the society he is to bring it to the 
notice of the Registrar who is to assess the damages and to order 
the defaulter to make good the loss. The object of the Co-opera
tive Act is that there should be no reference to Civil Courts and 
so far as possible the parties ought not to be asked, to go to the 
Civil Court. If that is so there is no reason why the liquidator, 
the Registral' or for that matter the creditors should be aaked to 
file a civil suit to recover sums which have been misappropriated. 
The Registrar's decision is not final. An appeal has been provided 
for in case the party is dissatisfied with the decision of the 
Registrar ( s. 62). . 

Under s. 50 (2) disputes may be referrd to arbitration. But in 
this section there is no dispute contemplated which can be referred 
to arbitration. If the conduct of the member is such as would fall in 
the definition of criminal law no doubt an action can be taken 
against the culprit under the Indian Penal Code also. But by merely 
proceeding against him criminally the money retained by him 
cannot be got back and bis punishment under that law does not 
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do any good to the society. Of course in serious cases it would 
always be advisable to take action under the Criminal Law also 
as it is in the interest of co-operative movement that dishonest; 
on the part of the officers as wall as members should be discouraged. 

, May refer '- If the Registrar thinks that a case is a com. 
plicated one he may not take action himself and may refel' 
tbt' @ociety to a Civil Court, The Registrar being a responsibfe 
officer can be trusted to make thorough enquiries after giving 
notice to the officer or member concerned to show cause.-Bombay 
Legislative Council· Debates, 25th July 1925. 

Misapplication means using the money of the society in 
a manner not wafl'anted by the law or rules made under the Act 
or by the by-laws by which the society is governedt- It means 
using the money contrary to the Act, the rules and: by.-laws of 
tIle society. 

Misfeasance means all kinds of misconduct and delinquency 
and breach of duty on the part of the directors or memberlt of 
.the Managing Committee. . :,~ 

Breach of trust-This term is used in a more rest#cied 
.sense in a case whOl'e following the breach of duty there'haf!been 
a misapplication of the funds of the society. 

It waa objected that this clause will keep back thtl progress of the 
movement in the country. It was urged that in the first place co-operiiti:ve 
organisers do not come forward in such numbers as appeared in other or
ganisatioDs and the co-operative movement does require honorary workerS. 
This section would frighten many of the voluntary workers, that take pait 
in the co-operative movement. In reply it was pointed out that·; the. s,ec
tion empowers the Registrar to assess damage aud order the defaulter to 
make good the deficieucy or order such 6Um to bl' coutributed to the assets 
of the society by way of compensation and thereby compensate the loss 
which has resulted to the society owing to the bad conduct of the member 
or officer of the society. It is certainly not desirable that the general body 
of members should suffer for the delinquency of one of their office-bearers. 
It may be said that the members of the committee are elected by the general 
bodY'of members and that they are expected to select the best posAible men 
as their office-bearers. But that is not always the case, The 9th Conference 
'of Registrars, 1926,' passed a re~olution recommending the extension of the 
principle embodied in this section to other provinces. The Madras Co-opera
tive Societies· Bill (No, 4 of 193, j makes provision for a surcharge in 
'similar cases, 

The arrangement for the esecution of the decree. of arbitrators, ete, un. 
fortuaately throw. a. very, large amount of work on the Collecton 'lind 
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Diatrict ReveDue Eatabli.bmenl. -The Registrar in his annual report ·for the 
year 1930 states: .. From every district there are complaints that this work 
is taking up an enormous amount of the· time of the Mamlatdars and it is 
quite natural tha~ in the midst of other strenuous and urgent duties, the 
Taluka Revenue establishment finds this work extremely burdensome and 
unpleasant. The present system is certainly anomalous; the rural and 
other creditsocieties are autonomous in their management and are naturally 
very jealous of their powers of granting loans They must at the same time 
remember that if defaults occur, the burdeu of recovery is throwu on the 
revenue establishment which has had no voice in granting the loans. In 
some districts it is undoubtedly becoming the practice for societies to give 
loans recklessly and then throw the responsibility for recovery on the Col
lector and the Mamlatdar. Because the decrees have not always been 
promptly executed, I have seen in Conferences an air of injured in
nocence being assumed. by people who are themselves responsible for mak
ing reckless loans: I must, therefore. enter here a strong protest against 
reckless lending and if Managing Committees are unable to recover the loans 
which they themselves grant, the only result in the coune of time will be 
that the special privileges of recovery granted to co-operative societies will 
be withdrawn or seriously curtailed." 

51. Save in so far as is expressly provided in this 

Bar of suit in 
winding up and 
dissolution lOa
tters. 

Act no civil court shall take cognizance 
of any matter connected with the wind
ing up or dissolution of a society under 
this Act and when a winding up order 

has been made no suit or other legal proceeding shall 
lie or be proceeded with against the society except by 
leave of the Registrar and subject to such terms as he 
may impose. 

Commentary. 

Old law.-For 8. 42 clauses 4, 5 and 6 of Act II of 1912, see 
Appendix B. 

Object:-The Co-operative Law has been more or less placed 
pari. passu with the provisions of the Indian Companies Act, and 
under the Company Law it is always understood that all further 
proceedings have to be stayed. After liquidation it is the liqui
dator who can deal with the matter. It is the policy of the Act 
that litigation in a Court should be discouraged right through. 
This section is, thflrefore, enacted to make it clear that no 
civil court is left any jUJ,'isdiction to try any matter connectlld 
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witb the winding up of a society. The idea is to avoid endlese 
delay and litigation and to discourage tbe taking of affairs of 
jl(H)perative societies to Civil Courts.-Bomooy Legislalit'e CoufICil 
Debates. 21th July 191.';. 

Jariadicti_ J Civil c-ria .... ted.-In Maihura Prastkl y. SheoLolal Ilo.m, 
4e AD. 89 the question arose whether au apP".allay against an order of the 
liquidator under the Co·operative Societies Act. The High Court said: .. It 
_ma &0 na clear tbat no appealliee save appeals expressly given by the Act 
and that no secoud appeallie3 &0 this Court. It is quite ciear that the policy 
of the law was that matters arising und .. r the Act should be settled without 
Iitigatiou in the Courts. If litigation were permitted the whole object of 
the co-operative societies would be defeated. Iu Zami,uiari Ba,,~ ShllfPllr 
KalgtJII ... SubG,..4. I. B. 192:;' 418 the High Court said: •. The principle of 
law as euuncisted in UriOUB authoritiCII is that the statutes imposing restric· 
tiona UpOIl thesubjecta' right should be skictly construed and such reetric
tiona should Dot be extended beyond what the words naed actulllly cover. 
ID the present case it appears &0 us that the words do clearly contain a 
Deceeaary implication depriving the subject of his common law right of 
actioD and provides a special and prompt procedure for cases in which 
having regard &0 the class of people ajfected speedy decision as &0 their dis· 
putes is e1fected. We accordingly hold that by the substantial remedy 
provided under the rules in the shape of a reference to the Registrar 'he 
common law remedy by an action in a Civil Court has by a necessary' impli
cation been taken away. " 

Thrifi, eslf-help and co-operation among all cIassea. the three chief objecta 
of co-operation, can never be obtained if time. energy and money of the 
members of co-operative societies are to be spent in an expensive and pro
tracted litigation. This view alao gains support in B. Bislappa V. M. P. 
Shin, A.LR. 1926. 80m. 352. 

There il DO appeal against tbe various acts wbich a liqui
dator does uuder 8. 50. It is provided in s. 51 that no Civil Court 
should take cognizance of any matter connected with the winding 
up or diseolution of a society. Not being satisfied with this it 
is further laid down tbat no suit or other legal proceeding can 
lie against tbe society (as represented by the liquidator) except 
by leave of the Registrar, etc. (s. 51). This permission is rarely 
given. Under these circumstances all that an aggrieved party 
could do is to apply to the Registrar to call for and examine the 
record of tbe liquidation proceedings. (e. 6f.A) This must be ad
mitted to be an anomalous position. A liquidator is a nominee 
of the Registrar and acts uuder bis directions (s. 50). It is the 
order 'Of the Registrar which be practically carries out. In the 
worda of the High Court of Burma, tberefore, every liquidator 



- --1'52 The BomLay Co-operative Societies Act. [Sec. 51 

of a society is a law into himself and every member'thereof (na)" 
in many cases even non-members) is subject to his uncovenanted 
mercies. I am of opinion that the attention of the LocaJ. Government 
ought to be directed to it, with the view of providing an ,appeal 
from an order of the liquidator" ( Upo Nayan v. ~Yaung Kayan, 
A.I. R. 1929, Rangoon 113.) Note-- The words in brackets 31"e 
our own. 

If liquidator'. act or order i. ultra vires. Civil Court 
can inlerfere.-One M was a member of a certain co·operative 
society. An award was obtained from the Registrar against the 
society in favour of the Central Bank. and subsequently to the 
award the said co-operative society passed a resolution to the 
effectthat the Registrar should be moved to include tbe names orB 
and D. the two plaintiffs. in the award on the ground that they 
wllre joint with M who had taken the loan from the society for 
the benefit of the joint family. The Registrar accordingly includ
ed the names of the plaintiffs in the award. In due course 
action by way of execution was taken and in second appeal 
certain property was attached. The Judicial Commissioner in 
second appeal said:-

.. The plaintiffs were utter strangers to the society and the provisions of 
the Act make it clear that stringent safeguards are provided to p~ven~ the 
society from having dealings with etrangers. The money involved, therefore, 
could not be lent to a stranger and, if a joint family as snch had not been 
mentioned explicitly with its various members havin!! been brought on the 
hst of the membership of the eociet-y, it eeems tha\ no order of contribu
tion could be passed against the plaintiff." 

The Judicial Commissioner further said:-
.. The argument that as the matter was one connected with the dissolution 

or the society the jurisdiction of the Civil Cc>url is entirely exclnded caonot 
be entenained even though reliance is placed 00 the cieeision in (;'anpaI 
RamrGO v. K"ishna<lGs Padl1UJnabT., 44 Bam. 582 (1920l. III the first place 
the decision in that csse is no authority for the propositioo urged on behalf 
of the society. Heaton, J. in his judgment in tbat case olearly admitted 
that if • liquidator's act or order is shown to be ultra vi,.es, that is outside 
the powers conferred on him by law as a liquidator, the Civil Courfcan 
then intervene. '. 

The Judicial Commissioner relied on Bul4ji Rao v. Atland 
Prasad. A." R. 1927, Nas. 217 and said that the liquidator 
had assumed jurisdiction over the plaintiffs who were not and 
have never been members of the society and their liability to 
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account for the debts incurred by their brother Mhas not been esta
blished in any way. It is a fundamental rule of construction that 
any statute, which establishes a special jurisdiction and excludes 
the jurisdiction of the ordinary Civil Courts must be construed 
strictly. If a different construction is put an extraordinary state 
of affairs would arise. The liquidator could proceed against any 
body and everybody irrespective of the fact that he had ever been 
a member of the 80ciety and yet the Civil Courts would have no 
jurisdiction to give relief.-M. A. Koyal 'v- Blzondlal and a>tofhPT, 
.\. I. R. 1931. Nag. 48. 

52. After all the liabilities including the paid up 
n· I f share capital of a cancelled society have 
8q~:.:.a a:set.t. been met the surplus assets shall not he 

, divided am)ngst its members but they 
shall be devoted to any object or objects described in 
the by-laws of the society and when no object is so 
described to any object of public utility determined by 
the general meeting of the society and approved by the 
Registrar or they may in consultation with them either 
be assigned by the Registrar in whole or in part to any 
or all of the following:-

(a) an object of public utility of local or communal 
interest, 

(b) a charitable purpose as defined in section 2 of 
the Charitable Endowments Act, 1890, 

(c) the Bombay Central Co-operative Institute, or 
may be placed on deposit with a Central Co-operative 

, Bank until such time as a new society with similar 
conditions is registered when with the consent of the 
Jtegistrar stich surplus may be credited to the reserve 
fund of sucb new society. 

Commentary. 

Hiltory.-This section is new. S. 43 (3) of Act II of 1912 em
(lOwered Government to make rules prescribing the procedure to 
Qe followed by a liquidator a.ppointed unders. 42. of' , that Act,' 
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The Government of Bombay had accordingly. issued a rule that 
the surplus in possession of the liquidator should be utilised 
towards some object of public utility, etc. This rule with certain 
modifications has been incorporated in this section. 

The provision is made for the di.sposal of surplus assets of liqui
dated society in accordance with the objects mentioned in the 
by· laws of the society and where no object is specified in the by
laws, for the application of such assets to some object of public uti
lity determined by the society. 

Object:-As has been stated elswhere in order to ensure the 
stability and security of the society and to be able to build up a 
reserve fund large enough to enable rates of interest to be reduced 
all round, the surplus profits are credited to an 'indtvisible reserve 
fund. The only drawings which can be made against the reserve 
fund are for business purposes of the society, and for purposes of 
works of public utility 01' co.operative utility. In practice, there
fore, the unlimited liability of the society accepts the principle 
that the surplus profits belong to the members as a whole and not 
to the capital which hall built up the society and· goes a step 
further in insisting upon an additional act of self-sacrifice by 
which a member gives up his personal share in the profits for the
sake of an advantage which is at once permanent and common to 
all including himself. On dissolution, moreover, the surplus assets 
and resene go to a similar society. The call for such sacrifice is 
justified by the fact that in a rural credit society most of the 
members for a considerable number of years will all be borrowers 
and will, therefore, all in turn be benefited by the existence of the 
large indivisible l'eserve fund, It is a logical consequence of the 
principle mentioned above that when a society ceases to exist, then 
whatever surplus capital remains cannot equitably be distributed 
among the existing members. Qua-shareholders they are not 
entitled to it. Qua-contributors it would in practice be impossi
ble to disentangle the contribution made by existing members from 
those made by members in the past. It would entail unending 
labour to go through accounts of past years, which to some extent 
may possibly be imperfect in their bearing on the subject, to dis
cover exactly what proportions of the contributions by way of 
business or custom had been made by each one of the members of the 
society. The only equitable means of disposing of surplus assets, 
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therefore. is for them to be donated for a similar object. whetb~r 
that be to another society or to some other co·operative institution. 
The most that can be allowed in the way of divergence from this 
principle is a donation to some other body not necessarily co. 
operative but of public utility. This cons9quential principle has 
boon embodied in this section. 

The Thirteenth Bombay Provincial Co.operative Conference of 
1924. suggested that the surplus assets of a society which is 
wound up should be devoted to such object or in such manner as 
may have been prescribed by the by-laws of the society or when 
no such object is specified to any object of public utility as may 
be determined by a general meeting of the society with the ap
proval of the Registrar. 

Mr. Henry Wolff. the great authority. stated that incase of dis· 
solution the money should be handed over to some public institu· 
tion to be kept in trust until required for the endowment of a new 
association formed in the same village or town and under the same 
rules or that failing within a reasonable time the reserve may be 
employed for some useful local public WOl'k. 

Procedure.-The final general meetiog would be necessary in every case 
to decide upon the disposal of surplus assets. The liquidator should. in the 
first instance. try to persuade the members to dispose of the assets in accord
ance with the Registrar's Circular (see below). In case they do not agree 
to auch disposal the matter should be referred to the Registrars for orders. 
But the members must be given to understand that unless a very strong cas~ 
is mad~ out their wishes will stand little chance of being met with.-L.Q.ll. 
nf 1929 dated lst August 1929. 

Diapoaal of aurplua ... ets of • cancelled 80ciely:-In this respect the 
Registrar hu i~sued the following Circular: Except in very special cases 
the surplus B88ets of a caucelled society in future will not be immediately 
used or donated to any object of public utility, but the surplns assets of 
all cancelled societies in a district shall be pooled together and invest~d 

. in fixed deposits and managed by the District Boards of the Supervising 
Union with the Registr ar's sanction froDl time to time as under:-

(1) That a separate fund should be created iu each dilltrict of the surplu'J 
usets of the caucelled societies. (2) That the fund should be invested in 
bed deposits iu the District Central Bank or the Provincial Co· operative 
Bank financiug the 80cieties in the district. (3) That the interest earned 
on such investment will. on the recommendation of the Supervising Union 
and with the previous sanction of the Registrar, be spent as laid down in 
8Oction 52 of the Act. (4) That the corpus of the fund will not be used 
except for being credited with the Registrar's sanction to the Reserve Fuud 
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of a new society with similar conditions registered in the area.-Su L. Q. D
o{ 1929. dalea FOOt/a, 4th April, 1929. 

53.. Where the society directed to be wound up is a 

S 1 ts housing society,its assets, both moveable and urp USa8se ' , 
o! housing so- immoveable, shall for the purposes, of wind-
clety. ing up or dissolution of the society jointly 
vest, subjecttoall rights and equities, in three' per
sons of whom one shall he nominated by the lC,egistral', 
one shall be nominated'hy the ~aid Society in a general 
meeting specifically called for the pmpose and one 
!!hall he nominated hy the Bomhay Central Co-operative 
Institute. Such persons shall, for the purpose of 
winding up or dissolution of the Society he Joint 
Liq uidators and shall have all the powers' of a liq uida
tor under this Act. They may, with the sanction of 
the Registrar, continue the working of the society, or 
may, suhject to his sanction and in consultation with 
the members of the society in a general meeting, re
construct the society or may sell off the premises of 
the socIety to the hest advantage of all interests con
cerned, and when all the liabilities of the society are 
met may dispose of the surplus assets of the society if 
any, as provided in section 52. 

Commentary. 

History.-This section is new. Advantage of this new Act has 
been taken to remove the difficulties experienced iIi working the 
Co-operative Societies Act, 1912. . 

Assets of a housing society directed to be wound up 
to vest jointly in persons nominated by the Registrar, 
the society and the Bombay Central Co-operative 
Institute-If a Housing Society went into liquidd.tion or was 
cancelled it should automatically be managed as a trust. The 
Registrar is to be the official representative. This is to show conti
~ence in Government. The Institute will be the democFatic side, 
keeping the balance against the official side and the representative 
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of the membell of the society who have made sacrifices for the. 
formation of the society. It is necessary to keep alive the ~nte~ 
of those members who have made some sacrifices even in the 
defunct society.-Thirleenfh Bombay Provincial (JO"operafi've 
Conference. 19U • 

.. To the best advanlage of all interests concerned"
Thit is specially introduced with a view to safeguard the interests 
of creditor •. -Bomhay Legislafi'iJe Council Dehates. eli July. lG2li. 

Bomba, Central Co-operative Institule-S~e notes to 
•. .2 under the head "The Provincial Co·operative Institute, 
Bombay ... at p. 221 sU/IYra • 

...... -WheD this section Will drafted the Legislature had only the hous. 
inlllOCieties in view. Bot there are other societies soch a. the Land Impro
vement Societiea and ao on which are coming into prominence and provision 
;n their case haa to be made. Therefore, advantage of t,his section .hoold be 
liven to other IOclaties by Iddinl the worda • or a general lociet,' after 
• hour lociet.," and adding • and ~ther asaetl' atter • premiaea " 

10 large ,oaieties it mal be necessar;v to have three liquidators but ill the 
oaae of a small aociety of the types soggested above it may not b. necesaary 
to h, .. more than one. The Registrar, therefore, shonld be allowed to hue 
dl,,,",,ioll tG appoint 'II. liquidator OIlly ill other types of lIocietiH. 

54. If any dispute touching the business of a so-

A b
't t' ciety arises between members or past r 1 ra lon. , ' 

members of the socIety or persons claiming 
through a member or past member or between mem~ 
ber8 or past members or persons so claiming and any 
officer. agent, or servant of the society or between the 
soc,;.et,J' or its oommittee, and any officer, agent, mem
ber or servant of the society. it shall be referred to the 

. Registrar for decision by himself or his nominee, or if 
either of Ute parties so desire, to arbitration of three 
arbitrators who shall be the Registrar or his nominee 
IUld tW9 persons of whom one shall be nominated bf 
eaoh of the parties concerned. 

A dispute shall include claims by a society for "debts 
or. demawis due to it from a member or past member 

33 



258 TLe Bomba:; Co-operative Socteties Act. [Sec. 54 

or the, heirs or assets of a past member whether. such 
debts or demands be admitted or not. 

Provided that if the question at issue between a so
ciety and a claimant, or between different claimants, 
is one involving complicated questions of law and fact, 
the Registrar may, if he thinks fit, suspend proceed.; 
ings in the matter until the question has been tried by, 
a regular suit instituted by one of the parties or by the 
society. If no such suit is instituted within six months· 
.of the Registrar's order suspending proceedings the 
Registrar shall take action as laid down in paragraph 1 
of this section. ' 

Commentary. 

Previoul Law.-Under the old Act of 1912, s.43 (I) em-~ 
powered the local Government tt> make rules regarding reference' 
to arbitration (see Appendix B for the old Act). 

The Friendly Societies Act, 1896 states that disputes 
shall be decided in the manner directed by the rules of the soCiety 
and tho decision so given shall be binding and conclusive on all 
parties without appeal and shall not be removeable into any 
Court of law or restrainable by injunction. The parties may 
in the alternative refer dispute to the Registrar. 

Under 1.152 of the Indian Companies Act. 1913. power 
is given to Companies to refer existing or future differences bet; 
ween the Company and any other Company or person to arbitra
tion in accordance with the Indian Arbitration Act, 1899.· 

Indian Arbitration Act, 1899 provides that the parties to 
a submission [ written agreement to submit present· or future 
differences to arbitration, whether an arbitrator is named therein 
or not (s. 4)] may agree that the reference may be made to an 
arbitrator to be appointed by a third person who may be men7 
tioned by name or designated as the holder for the time being of 
any office 01' appointment (s.7 of the Indian Arbitration ACt, 1899). 

Ordiaal'}' law abould be followed ualea auita are expreul, or impliedl, 
barred.·-S. 2 of the Code of Civil Procedure, 1908 provides that Buits though 
ef a civil nature are not triable by Civil Conrts, if the col!uizance of Buch 
.uits it expressly or impliedly barred. By" expressly" barred it meant 
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barred by any enactment for the time beirig in force. . The cognizance 
ot • suit by a Civil Court may also be impliedly barred. Thc mere 
fact, however, that an enactment provides a summary remedy in certain 
_ doe. not constitute a bar to a regular snit. Further the jurisdiction 
ot a Civil Court ia not excluded unl888 the cognizauce of the entire suit as 
broaght ia barred ( Antu v. Jhulam, 6 All. 110 (1884). The general' rule ia 
that statutes affecting the jurisdiction of Courts are to be constrned so far as 
pouible to a void the effect of transferring the determination of rights· and 
liabilities from the ordinary Courts to executive officers. (See Winter v. 
Attorney General, L. R. P. C, 380. (1875) The bar ia generally in mattei'll 
affecting the Government revenue bnt even there instances to the contrary 
may be found. It has been held by the High Court of Bombay that I. 4 (c) 
of the Bom. Revenue Jurisdiction Act ia not a bar to a suit in which there 
ia a claim ariaing out of the alleged illegality of proceedings taken for the 
realization of land revenue ( Gangal'alll v. Dinl,'ar, 37 Bom. 542 (1913). Some 
Municipal Acts expressly bar suits relating to the assessment and levy of 
mqnicipal rates and taxes, but the Civil Courts have nevertheless; jllriHdic
tion to entertain .uoh luitsif it is shown tbat the assessment ia mala fide, ~er· 
verse (KCJ8andaB v. Ankl~.hwar, 26 Bom. 294 (1902) or made on a wrong basis 
and ultra flires. (Chairman, Gi"idit Municipality v. Srish Chandra, 35 Cal. 859 
(1910); Deb Narain v. Chairman Banuipur, 41 Cal. 168 (1914); Chairman, 
Municipality cha1J'1'G v. Ba8deo, 37 Cal. 168 (1912); Secretary of Stat8 v. Hughes, 
38 Boua. 293 (1914). The Civil Courts have jurisdiction also in cases where it ill 
alleged that the procedure enjoined by the Act has not been followed Mimi
~jpal Council of Tanjore v. Umanala, 23 Mad. 523 (1900). 'JOBhi v. Dakar, 
7 Boua. 399 (1883). S. 89 of the Code of Civil Procedure, 1908, states that 
the provisions in the second schedule to that Code (unle8ss governed by thE! 
Indian Arbitration Act or any other law) shall apply to all references. to 
arbitration and all proceedings taken thereunder. Under paras 20 and 21 of 
that schedule where an agreement of reference is mad .. and the arbitration 
itself takes pI. ce withont the intervention of the Court, the assistauce of the 
Court is Olnly sought in order to give effect to the award. In that case any 
pel'llOn interested may apply to the Court uuder para. 20 of that schedule to 
have the award 6led in Court. 

Agreement'to refer to arbitration OUS'S the Juri.diction of Civil Courts.-
S. 28 of the IndiaIi Contract Act declares that • agreements in restraint of 
legal proceedings are void. But an exception (1) to the section provides that 
a contract by which two or more pel'llons agree that any diapute which may 
ariae ( in future) between them in respect of any subject or clsis of subjects 
shall be referred to arbitration is not illegal and that only the amount 
awat'ded in such arbitration shall be recoverable in respect of the diapute 80 

referred. Exception (2) to that section rendel'll legal all contracts to refer 
to arbitration questions that have already, arisen. S. 21 of the Specific Re
lief Act states that a suit by a person who has made a contract to refer 
present or future differences to arbitration and has' refused to perform it 
will be barred, so' far as the subject matter which they bave agreed to 
refer. ' The effect of B. 28 of the Contract Act read with the relevant sectioml 
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4)f ihe Indian Arbitration Act, 1899. and I. 89 of the Code of Civil Prooe
don which deala with arbitration il that a perIOD may not contract hlmaelf 
oWl hia right to have recourse $0 Courta of law, but that in the event· of any 
j)Irly having made a la wlul agreement to refer a matter of dHl'erenll8 io 
arbitration· as a condition precedent to goiug to law Court the eoart. wiN: 
reeogniBe the agreoment and give eifect to it by staying proeeecUaga m the 
Courts. (MuZj; v. Banl/i, 34 Bam. 13 (1910). But this do .. rwI; ~ .hat 
the parties can enter into an agreement that in no case the, or any of &em 
IU"8 '" go to a Ci vU Court but mUBt abide by the awant. of the arbitratora 
alooe (whatever be ita nature or inegularity). If they do uw in~ aueIl 
an agreement it would be void.-Burla Ranga &d<.li v ~1ti •• , ...... 
3&1 (1883); Mulji v. RWVli, 34 Bom. 13 ,1910); Czarnikom v. Roth. 2K.1L471. 

Query.-Now tbe question remaiOB whether it would not be p088ible to 
call the· Specific Relief Act in aid by the aggrieved party if tile liquidator 
or the arbitrator ezceeda his authority 01' P88l!eS au order which ia ultm 
virlll? S. 51 statea that no suit or other proceeding wiJI Jie or be proeeede 
with agaiOBt the society except by the leave of the Registrar' when a 
winding up order has been made. It has already beel: pointed out else
where (under a. 59) that the Revenue .Tariedictiou Act does Dot _III to 
&1fori proteotion to revenue authority in the matter of the NC09ery of 
dues of a co-operative aociety by followiug the procedlJi'e 1eid down in the 
Bombay Land Revenue Code. Nol&-See Dotea onder the head II-If liqui
dator'l set 01' order is ultra V;f'68 Ci vii Court can interfere_" at p. 2ll!' 8Upra. 

Amendmeat. aUlseated.-The preaent aection as worded makes no provi. 
lion for reference to arbitration in CaBe of claims in respect of damagee for 
gross mismanagement of the aociety against office·bearers either P88t or 
preaent. 

The word 'dispute' ahould be made to include claims in respect of 
damages for groas miamanagement of the society against the present. or past. 
office-bearers of the aociety whether such demands, debta or claima for 
damagea be admitted 01' not. The societies are financeil by the Central 
Bank, and supervised by the Supervising trnions. In a society where 
the arrears are hea:vy and the number of recalcitrant defaulters ia large it 
is Bometimea found. that. caBes are not referred to arbitration and the 
claime are allowed to be timebarred. The Financing and. Supervising 
agencies have obvioUBly sobstantialstakes in such CaBea, It is, therefore. 
neceaaary to authorise them and the auditors auditing the accoonte to refer 
Buch casea to arbitration. The departmental control and the audit is rendered 
futile if the officers reaponslble for seeing that the defects brougM to 
notice iu the audit notea are remedied and the persons respoDsible for 
causing los8 to the lociety by their deliberate gross mismanagement are not 
forced to make good the same. Ir the interest or the large body of ordinary 
membera are to be protected, it is absolutely necessary to allow societiea 
to claim damages from officers responsible for the same. 

Note-These are certainly wide powers and are likely to, be abUBed "nd 
reference in IUch _I should not be allowed. except with the· B&Dction ot. 
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~ Regiairar. Auyway __ in aafejJU&l"da for the protection of bonorary 
workel'll ahould be provided. The idea of arbitration uuder the Act is that 
a I'eIIOri abould be &ad to it in the case of very simple mattel'll where the 
claim is a1mOBt admitted IIlld where .there IIT8 not complicated issues to be 
decided. 

The ohject of the Act is to encourage thrift, self-help and 
co-operation among agriculturists, artisans, etc., and it would be 
impossible to attain these objects if . these people for the settle
ment of their disputes have necessarily to undergo all the troubles 
and worries of an expensive and protracted litigation. It should 
bo noted that the English Law on the subject is very much the 
same,-Zaminriari BanI; Shirpur Kalan v. SuLa, 71 I. C. 72% 
The provision is intended to save the co-operative society from the 
trouble and expenses involved in litigation against recalcitrant 
members for recovery of over· due ·debts. It is 'very undesirable 
that IIl9mbers of societies who are at variance with one another 
should be forced under the jurisdiction of the ordinary courts of 
ciYil law which act upon other maxims and 81'& shaped by 
other eonceptions. Th. sections by which disputeS' ar& referred 
tOo the Registrar and through him to selected arbitratOl'III and),,. 
which the jurisdiction of thO' ordinary civil courts i. excluded 
from such· internal disputes are' a most valuable eharter to> ·th8' 
movement. 

ne Asaistant Registrar exercise. all the powers of the 
Registrar (G. R. 522-28-140888; B.G.G. pt. I, dt. 6-12"-28 p. 25(10) 
for the purposes of tlie several sections of this Act and the rules 
made thereunder which provide for tlie settlement of disputes 
through arbitration. They are: ss. 54, 55. 56; 57, 58, 59~ andM 
anel Rules 32 to 37~ 39 and 42 made under s. 71 (2) (4). [See 
A ppendix A for Rules.] But note the discussion under s. 56. 

Arbitl'atiOD means an' allJangemenli for investigation and de
terminatioD of II matter or matters of difference between. eontend
ing parties by one st more unofficial persons chosen by the parties-, 
It is the l6tt1emeut of disputes, by decision, not. of, a regula?ly 
constituted tribunal, or ol:dinary Court of law, but one or more 
perilOns volum.tarilll chosen by the parties. who· by reason of the CODr 

fidence mpoaed in them find favout in the eye of the litigants. 
['The Law of ArbitrottuT/. in BriJish India b/j D. a. . Banerjee 
, 1928 Ed. ) ] What givea jurisdiction; to the person or peraons so 
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selected to decide is the agreement by which the parties refer the 
disputes. The person to whom the reference is made is called the 
arbitrator. The decision of the arbitrator or arbitratbrs is c~l1ed 
an award [The Law of Arbitration in British India by Banerjee, 
(1928 Ed.)]. It is thus clear that any person in whom the 
parties may have confiden"ce and to whose decision they may 
choose to refer their disputes or differences may be selected to act 
as an arbitrator, provided he is not prohibited from so actinghy 
an express provision of a statute or by reasons of public policy. 
Every person is free to .choose his own judge for the settlement of 
any matter in controversy between himself and another, and the 
Judge so chosen if accepted by the opposite party is clothed with 
the authority to arbitrate upon the controversy referred to him· 
If the partiescho03e an incompetent or unfit person that is their 
own affair. [Law 01 Arbitration in British In1ia lfv Banerjee 
(1928 Ed.)] " 

Arbitrators authorised to administer oaths-An arbitra
tor is authorised to administer oath to witnesses examined .by 
him. Under the Indian Oaths Act (X of 1873) s. 4 gives the 
authority to administer oaths and afthmation to persons having 
by law or consent of parties authority to receive evidence. And 
since an arbitrator is a person authorised by law to take evident:e, 
he is competent to put witnesses upon oath or affirmation accord
ing to the provisions of the law for the examination of witnesses. 
However, an arbitrator is not empowered to administer special 
oath under s. 8 of the Oaths Act. An arbitrator in coming to a 
decision should endeavour to arrive at his conclusions upon the 
~ame rules and principles which would have guided the tribunal 
for which he is substituted. He is the final judge not .only of all 
matters of fact; but also of all questions of law which arise in the 
course of the proceedings before them or which are involved in 
the decision of the subject matter of the reference. [Banerjee's 
Law qf Arbitration, p. 196, ( 19$8 Ed.)] -
. The Indian Evidence Act ( 1 of 1872) in s. 1 enacts that' it 

shall not apply to proceedings before an arbitrator and' under 
s. 3 of the Act .. Court II does not include an arbitrator. As a rule 
an arbitrator is not required to comply strictly with the rules 
laid down in the Indian Evidence Act. But it is expected that 
he should observe in his proceedings the ordinary rules laid down 
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for the administration of justice. An arbitrator is not bound b:y 
the technical rules of evidence or pleadings, nor is he bound to act 
strictly according to legal principles. So long as he' acts withi.n 
the limits of his authority conferred by the reference of the award 
and with fairness to both parties, without doing violence ·to the 
ordinary rules of justice, equity and good conscience, the pa~ies 
to the submission will be bound by his award. As a 'rule, an ar
bitrator must not make his award without hearing all the evi. 
dence or allowing the parties reasonable opportunity of proving 
their case. Except where the arbitrator is just:'fied in proce~d!ng 
ex parle or where taking evidence is not at all necessary as in the 
case of an expert who is selected by reason of some special know
ledge or skill possessed by him with reference to the matter in 
controversy both sides must be heard and each in presence of .the 
otber. However immaterial the arbitrator may deem a point to 
be. he should be very careful not to examine a party. or a witness 
upon it except in the presence of the opposite party. It is not 
necessary to the validity Qf an award that it shodd' be drawn up 
in any particular form. . No preGise form of words is necessary 
to constitute an award. It is enough ifit clearly shows that the 
arbitrator 'has finally decided all matters referred to him .. Ail 
award need not be a reasoned decision or need it give reasons fo~ 
the arbitrator's conclusions. An intelligent decision which de~ 

termines the rights of the parties in relation to the subject matter 
of the reference is all that is required. The Registrar lias for tlie 
guidance of arbitrators directed that the award should. be in the 
follo~ing form :-

AWARD. 
Arbit,·ation (Jase No ................ of .193 .. . 

Plaintiff ....................................................................... : ................... .-:. 
agai7l8t 

Defendant ................. ~ ......... __ .......................................................... .. 
ClaimRa. 

;where in pursuance .of an order of reference, dated ......... ; ..... ~ ............ .. 
made by the Registrar of Co-operative Societies, Bombay Presidency, un
der section M of Act No. vn .of .1925 (the Bombay Co.operative Societies 
Act), a dispute between the above parties touching the above claim has 
bee~ ~ferred tO~for dete~mination. 

U8 

. : Nciw-I-having lummoned the parti81 .and duly considered the matte~ 
we . 
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l'eferred to~ do hereby order, for reasoDB separately 'recorded, . that 
. . ua' ! 

.•• ~ !~~~.~ ••••••• ~ •••••••••••••••••••••••••••••••••••••••••••••• p ........................... , ..... , ••••••• ~ 

!"" ~~ ••• ~ .... o! ....... , ... ~ ............... "!" ................... " ......................... 0 ............ "@I" ................. , .. .. 

... : .... ~ ••.•• , ................... "ao4 ~t jntllrest 00 the "~I1P~fO awaNec! all,.ll 
rRo,.t til!, rat/tof ......... per cent. per aooulJJ pntU tbe.debt it ~tis4e4. 

pateci ......... dayof ................. , ... 193 . . 
Sd ............................................ .. 

Regiatrar'a Nomilll'e. 
Arbitrators. 

CoutantB of the award bave been communicated to the parties concerned. 
8d .......................................... . 

Regiatral". !i!)1llinee. 
Arbitrators. 

Finality of ,.0 award.-If a reference has been madtl accord
ing to law, if the arbitrators have upon such reference ttftef a fair 
trial made a valid award, it is not liable to be called in question 
by any court. 

~~emptioll fr~m St"mp dut,.-Under No. 6401,. date4 
~~1~16, Part I, the awards of arbitratofs in all disl'utes to 
which ~o-oper~tive societies in tho Bombay Presidency are parties, 
are exempted from the duty leviable under the Indian Stamp Act 
and they may therefore, be written on plain unstamped paper. 

'r The w,r4 · ~i.pute' ordinarily inclu461 aU matiers wbicll 
j:o\1l4 forID the sqbject of civillitig_tion a,nd 8e it wowl! pre,um.
~IJ incl~de & debt dqe to a, society. paymen* of whicll ~ not ~ 
on demand,. whether tho fact of the sum being due is qu~tiQBed 
or not. A dispute relating to a dehi is none the less a dispute 
whether the amount is or is not disputed by the borrower when a 
demand of payment is made and is either refused or not complied 
with. 

A dispute include. debts or demand. due to. eoeiet, 
b, a member, etc.-This obviouslr includes calls on shares. 
Under this clause heirs of deceased members can ~ brought on 
record by the arbitrator or the noDlinee of the Regi.st~·ar.. Obvi-
0\1,11 'hI! refirenee to dispute in this. section mainly ~lates to 
money due. If there be disputes other than those relating to 
money due, they should be referred to the general meeting whose 
dac~~Ql\a1.l9-uld, hi;' finala. provided hy the. by-La-.:s of the socioty. 
However, it was decided in Buban Mohini Dasi v~ Kumud Buill 
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Dasi, 28 C. W. N 131; A I. R 1924 Cal. 467, that the words 
',disputes touching the business of the 1I0ciety' occurring in's. 4-3 
(1) of Act II of 1912 are not confined to' disputes in' connection' 
with the internal management Qf the affairs of the society or dis
putes in regard to principles which would regulate the, conduct 
of the business thereof. And again, in A I. R. 1923, Madra.48l, 

in, p. Dasaratha Rao v. Sabita Rao, Secy, Co-operative Stores 
Vizianagaram it was held that the business includes all disputes 
besides those disputes regarding the internal managemen~ of' the 
~ffairs of a society or disputes in regard to the principles which 
would regulate the conduct of affairs. In Gopi Nath v. Ram Nath; 
A. I. R. 1925 All. 356: 47 AIl. 374 it was decided that no suit 
will lie' in a civil court for purpose of determining the validity' 
of the election of directors of a co·operative society governed by 
the Co-operative Societies Act. On page 376 of 47 AIl. it was 
held, that the election of office·bearers was certainly a pa'rt of the 
busines8 of the society and any dispute regarding it should be 
referred to the'Registrar for decision. . 

Shall be referred: ' These words exclude the jurisdictionol 
the Civil Courts. Zemindari Bank in She1'pur ,Kalan v. Suba. 
71, I.C. 722 it is observed: "The words used clearly I!Ihow that 
it iii intended to provide a special and prompt procedure for casell 
in which having regard to the class of people affected a 'speedy 
decision as to their dispute is essential. It will be entirely re~ 

pugnant to the scope ana object of the Act if such disputes were 
allowed to be decided in a Civil Court. 

Legal representative :-The question is whether the Regis
trar or arbitrator has powers to decide who are the legal repre
sentatives. Strictly speaking, the question of legal representative 
is not one that touches the business of a society or a dispute· bet-

. ween a member or a past member.' . In fact it is a dispute between 
claimants inter se. It is doubtful if the Registrar or for, that 
matter the arbitrator has jurisdiction to decide the question who is 
the proper, legal representative of the deceased. However, in 28 Bom. 

L: R. p. 599 :A. I. R. 1926 BDm. 252 (Dharmakka Bisfappa v; 
Mallappa Fakirappa) it was held that once it was conceded that 
where a dispute lies between a co-operative society and a ine~ber 
who is dead proceedings can be continued or ~ntertained betw~en 
the society and the legal representatives of th~ decease4:debtor; 34 . . . ' 
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"'the arbitrators would be competent to decide who were the legal 
represdntatives of the deceased. debtor and wOl1ld have jurisdiction 
to decide that question ... 

PersoDs claiming through a member include the heirs, 
executors or administrators and assigns of a member and also his 
nominee where nomination is allowed. 

Or his Dominee.-This clause is inserted to avoid delay in 
the disposal of arbitration cases and also to save unnecessary ex
penses to the parties who would have otherwise to go to a place 
where the Registrar or the Assistant Registrar camps. Unless 
the Registrar or the Assistant Registrar and the two arbitrators 
appointed by the parties meet togtlther, the arbitration is not 
lik!!ly to be disposed of. The insertion of this clause avoids the 
dilliculty.-Bom. Leg. Oouncil nella/ea, 25th July 1925. 

Civil Court.-In'cllses where a defaulting mllmber has nOIl
member sureties, the membjlr \;an be proceeded against by way of 
arbitration and the non-member through the Civil Court. III such 
cases the Registrar may waive the privilege of arbitration and 
refer the whole matter to Civil Court.-See Proceedings of the 
Born. Pro. Oo-operative Oanference, 1919. (See also notes to .. 50 
under the head .. Non-member sureties" at p.242. 

Whether the proviaiona of the India. Limitation Act appJ,. to preceedia .. 
be'~re the Arbitrator.-rbe preamble of the Indian Limitation Act, 1908. 
declares that the law is intended for Buits, appeals and applications in a 
Court of Law. R. 3 of the Aot applies only to suoh suits, appeals and appli
oationa. In s"vera! oasOB the High Court of Bombay ha. held that an arbi
trator is not a Court of Law. It haa been laid down in roles (Appendix 
A) that an arbitrator has to deoide oases aooording to justice, equity and 
good oonsoience. It may further be argued that the framera of rule 35 have 
very advisedly not used the word .. Law" with "the justice, equity and 
good consoienoe" in rule 3'). It may also be urged that the Registrar in 
192i gave his opinion that striot rules of limitation were not applicable to 
the prooeedinlls before the arbitrator. In view of this and also for the fact 
that an arbitrator is expressly exoluded from the de6nition of 'Court' in tbe 
Indian Evidence Aot, 1872 the oonolusion may appear to be 'bat 
if a olaim is just the defendanta are bound to pay the same irrespective o~ 
the' question of time; it is their moral obligatiun and they must disobarge it, 
and that there ia no injustioe in denyiog to a debtor thediahonest defence 
of limitation if he makes one. 

This view of the law seema open to doubt and appears to be unsound 
looking to the judgment of the Privy Counoil in RamdulZa RamkrUAftClliu v. 
E. D. &8'0011 and Co., repor~d in 31 B om. L.R. 141. The Privy Counoil has by 
itaSlldjfment noW" held that although the Limitation Aot of 1908 does· &lot in 

.... 
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ieJ'mupply to arbitratoN, tbe provision. of •. S (which hal in view primarily 
.uit., appeala and applications made in a Court of Law) extend by analogy 
to arbitration proceedings and a fortiori .. Civil Pl'oceedinll'l before the arbi
trator. whom the parties have .ubstituted for the court.l of law to be the 
judJrMofdispuw. between them," They further say:-"Io. al[eroaotil. 
arbitration, it ia ao implied term of aubmission that the arbitrator must 
deoidll the diapute according to the existing law of contract and that every 
defenOil inoluding ilia dofenoe onder any Statute of Limitation which would 
have been open in a Court olLaw can be equally proposed for the arbitrator', 
deallioo onl .. , the parti .. have agreed to exclude that defence. Were it 
otherwise, a claim for a breach of contract containinll' a referenee clause 
oould b. brought at any time, it might be twenty or thirty ,vears after the 
.. use 01 aotion bad ariaen although the Legislature haa prescribed a limi_ 
of three yeara for 'he enforeement of suoh a olaim in any application that 
migh' be made in any Court." 

Tb. English law 00 the point is the aame. In" R. Astley TydalalIJlI 
CoallJlla Salt Company and TlIdelalall Coal Company," (68 J.,J. Z B.p. 252) it 
W88 held that the aubmission to arbitration dOES not P6~ 88 exclude· the 
right of either .party to raise the defence of the Statute of Limitation, 
bu' if it he intended to exclude such a defence, an express term to that 
effeot must be imported into the· agreement of submission. In Amber; v. 
Man., (1801.2 BOS; 371.) Chambera J. stated that there is no doubt that 
the arhitrator ia bound by Rules of Law like every other judge. 111 
CaylUl' IrIDin. GIld CO. Y. The Board qf Trade, 1927 1 K. B. P. Hou •• 
Ltd., (1916) I IC. B. P. 939, it was held that iu absence of fuller and 
wider powers expressly given, the arbitrators are to decide according to the 
lellal rigbts of the parties. I,. Cayaer Irwin. and Co. 1'. The Board ot ;l'rad/l 
1927 I K.B.P. 269 Rowlatt J. doubted the correctness of the judgment in 
& Tlldel.lall Coal Cas, and said" The'Statute of Limitation does not affect 
tbe debt, it only limits the remedy and, therefore, it Beems to me that io 
an arbitration.' it ia a question of construotion whether the aubmissioD to 
arbitration requires the arbitrator to fo11(1w the analogy of the Stftut.e" 
was oot neceuary to decide thia point in the IIase Viscount J. however 
in appeal clearly expressed hiluself in favour of the view taken in T,vdels" 
lay', eaae. It ill no doubt true that the arbitration referred to in the Priv)' 
Couocil judgmeot was under the Indian Arbitration Act which relates ooly 
to arbitrations, in the Presidency tOWDS by arbitrators appointed, by the 
ODnBellt of tbe parties without aoy referenoe to Court: The awards nave to 
be filed in Courts and decrees obtained in accordance and an order ,for exe
cution hal to be obtained. But doell it make any difference ? Under the 
Co.opilrativil Societies Act the matter in dispute has to be referred, to the 
Registrar in every case under II. 54 of the Act. He either tries the case 
himself or appointa a nominee and asks the parties to appoint their own 
arbitrators if they choose. If they do, the case is heard by the Registrl;lr, 
or hill Dominee and the two arbitrators and decided. If they do not. then 
the Reiiatraror hia nominee aIone bcar. IQd decid~s it. Hill or thllir aw.r4 
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is a decree by itself and the executing Court has only to execnte it. It cau
not go bebind it. In tbe case of a dispnte being decided by a nominee or 
the nominees and the arbitrators, the aggrieved party is given the right of 
appeal to the Registrar under s. 56 of the Act. It will, therefore. be seen 
that the Co-operative Societies Act only changes the forom for the dispute. 
and substitutes the Registrar or his nominee and the arbitrat{)rs appointed 
by the consent of the parties for tbe Civil Courts, just as under the Indian 
Arbitration Act arbitratora are appointed by the consent of the partiet'o 
Only the Registrar or his nominee is added to them in deciding thtl dispute. 
Besides it is nowhere stated in the Co-operative Societies Act that the I.imi
tation Act does not apply to them. Now the arbitrator had to decide 
according to justice, equity and good conscience (role 35). But justice 
cannot be said not to include the observance of the legal rights of the parties 
b.v the arbitrator. It cannot be said that it is not just and equitable to deny 
a claim on the ground that the period IIf filing tbe suit in a Court of Law has 
expired. .. Limitation ill not an unjust or a discreditable defence and muat 
be upheld even against the apparent merits of tile case.", (28. 0 M.H.C. 162 
lZ A. 4 tp. IS7. MDS I.A 53 and 234.) "Statute of limitat~on is law of peace 
and justice" says Govdeve at p. 407. The object of statute of limitation is 
to quiet long p08seBBion and to supply a deficiency of proof. Law of limi
tation is not only a Law of procedure but as has been very aptly said is a 
statute of rep08e. 

The Law of Limitation is ,ounded on publi$l policy its aim being to secure 
the quiet of oommunity, to suppress fraud and perjury. to quicken diligence 
and to prevent oppression (Brown on Limitation). Useful in Europe and 
America it is still more needed in India where, from climatic and other 
causes documentary evidence of title perishes with unusual rapidity (Stokes 
Anglo·Iudian Codes, Vol. II p. 940). The Statute of Limitation is fouuded on 
the most salutary principle of general and public policy and incorporates a 
principle of great benefit to the community (Lightwooa, p 2). It has with great 
propriety, been termed a statute of repose, peace and justice (8AD. 475; 1886, 
IS All. at p. 277 F. 8.1890,). These statutes are among the most beneficial 
to be found in our books. They rest upon sound policy 60d tend to the 
peace and welfare ot the society and are essential to the security of all men 
(Wood 4th Ed., p. 9). The statute discourages litigation by burying in one 
common receptacle all the accumulations of past times which are unexplain
ed and have IlOW from lapse of time become inexplicable (Story's aOtiflict 
tif Law, p. 79i 8th Ed.). It has been said by John Voet, with singular feli· 
city that controversies are limited to a fixed period ot time, lest, they should' 
be immortal while men are mortal. (Ibid). Suppose you had no statute of 
limitatiolls so that any man amongst us might be liable to be sued on a bill 
of exchange accepted by his grand·father in 1760; or, suppose you imagine 
the case of a mao, in pOBBession of an estate occupying a manor-house which 
hal been held by his grand-father and his JlTeat grand.father before him, being 
turned out of that possession because some old will or deed, made in the 
time of Charles the First had been discovered in some forgotten choat or 
I;raonr shuuld we I1ote~olailD that it would be better tu livil under the rule 
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of a Turkish paella, and should we not all feel that the enforcement of aq 
obaolete right was notbing l88s tban an inHiction of the foulest of wrongs? 
Sbould we not all feel that tbis extreme rigonr of the law, without a limit 
of time, w~uld be nothing less than a grave, systematic and methodi(lal ~ob
bery? (Mr. afterwards Lord Macaulay, in debate in the House of Commons 
on the Dissenters' Cbapel Bill). In short, take from time his charters; 
his customary rights, his sweet benefit, and chaos, socia~ and political 
follows. Circumstances such as these make it difficult for us to believe 
that the Law of Limitation does not apply to proceedings before the arbi
trators under the Co-operative Societies Act. (Note.-This is partly based 
on articles published in the Bombay Co-operative Quarterly 'issued by the 
Provincial Co-operative Institute, Bombay. ) , 

The procedure to be followed in arbitration 
matters is laid down in rules 32, 33, 34, 35,' 36, 37, 37 A, 39, 42 
and 44. (See Appendix A for rules). The Registrar or his 
nominee has at the outset to issue notice to parties when a matter 
is reftlrred to him. The parties may, if they so dtlsire, nominate an 
arbitrator, one by each. In that case the Registrar or his nominee 
acts as a Chairman of the committee of the arbitrators., . If 'the ·ar
bitrators fail to decide withjn specified time, the Registrar dtlcides 
the dispute., (rule 32). The Registrar has power to appoint his 
nominetls for a specified area ( rule 33 ). Expenses of arbitration 
are to be determined by the nominee or the Registrar who has th~ 
power to fix the fees of arbitrators also. ( rule ;j4 ). Uule 35 lays 
down that evidence should be recorded in the presenCE! of parties 
( pltladers are not allowed to represent them, rule 36) and dtlci!liOli 
or award should be given in accordance with justice, equity and 
good conscience. Special Mamlatdars and A uditors may be aUT' 
thorised to call for and send for execution the awards obtained 
by a society ( rule :-i7 ). Expenses of village officers responsible 
for recovery of awards may be ordered to be paid from the fuuds 
of society or by a party or parties to the award (rule 37 A). The 
order of the Registrar to assess damage against delinquent pro
moters, etc., under s. 50A arid also of attachment blofol'e award 
under s. 55 may be executed in accordance with s. 59 ( rule 39)1 
The summonses issued by the Registrar, etc., if sent to the l\1am
latdar or .l\fahalkari are to be served by them. (rule 42). The 
mode of service of summonses is laid down in Rule 44. 

55~ Where a dispute has been referred to the Re~ 
gistrar under section 54 or to' arbitration 

Attachment . 'd I () f t' 50 th R .' before award. un er cause g 0 sec IOn , e egIS,,: 
trar or his nominee or the arbitrators, as 

the case may be,' if satisfied on inquiry or otherwise ~ 
that a party to such arbitration with intent to delay Of 
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obstruct the execution of any award . that may be 
made,-

(a) is about to dispose of the whole or any part of 
his property, or 

(b) is about to remove the whole or any pad of his 
property from the jurisdiction of the Registrar, 

may unless adequate security is furnished direct 
the conditional attachment of the said -property; and 
such attachment shall have the same effect as if made 
by- a competent Civil Court. 

CommentarJ'. 

Hiatory.-Thi. loction is now. 

Attachment before Award.-The order of the conditional 
attachment of the property is to be executed as provided ill .. 59 
( See rule 39, Appendix A). It was suggested that in any ease 
where the party was an agriculturist the matter will go to the 
Collector. Instead of going second hand it is provided that the 
arbitrator should go first hand to the Collector.-See flie Pro
ceedings 'If the 12th Bom. Pro. Co-opn-ati'/J8 Confermce. 1918. 

For the order of attachment before award see the 
Handbook of Co-operatioD for Societies in Bombay aDd Sind by 
tho writer. 

Dinctiou - Copies of such orders should be immpdiateiy forwarded to the 
parties con'Jllrned and to the Mamlatdar or the Mahalbri of the Taluka, Pets 
or !laba! concerned and to the Assistsnt Registrarofthlt Diyiltion when 'he 
order is iasued by the Registrar'. nominee or arbitrators. No order of attaoh
ment beCl're award abould ordinarily bA issued uoleu the,party .hOle pre
perty is to be so attached hhll been heard or has had a reasonable opportu
nity of being heard. In case of attachment. before award. except when the 
matter is very urgent or for special reasons the party whose property is to 
be so attached should be given an otlportunity to show C&\llI6 whY8uch au 
order should not be iasued. The Assistant Regi8trar or his nominee or the 

. arbitrators should direct the party within a time to be fixed by him or them 
either to furnish security in such Bum as 8pecified in the order or to Rhow 
cause why he should Illlt flU'nilJh sellurit1 or ordllr ot attachment Bhould not 
be issued. 
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56. Any party aggrieved by any decision of the 

I 
. t Registrar's nominee made under section 

Appea BgaIOS • • ".rd of arbi- 541 or an 'order passed under section 55 by 
Vator. the Registrar's nominee or arbitrators 
mar within one monthol the date of the award or order 
appeal to the Registrar and the Registrar shall decide 
the appeal himself. 

Commentary. 

Histor,.-S. 43 (a) of Act II of 1912 empowered Local 00.
ernments to make rules determining the cases in which an 
appeallhouid lie from the order of tho Registrar. S. 43 (I) oftho 
said Act provided for rules prescribing the procedure to be fol~ 
lowed in proceedings before Arbitrator but it did not expressly 
.provide for an appeal against the award of an arbitrator. Doubts 
were expressed if such a rule could be legillly framed under the 
Act as it stood ( Tenth Conference of Registrars. 1928). However, 
the Government of Bombay had framed a rule (see rule 33 framed 
under Act II of 1912) allowing appeals against the award of 
the Arbitrator. 

Object.-It iii neoessary to have some power to alter the award 
passed by the arbitrators. The arbitrators are in many places 
people of the villag6 with comparatively scanty knowledge of law. 
Their decisions are not in many cases either correct or just~ In
Itancea can be cited where people who have not been members of 
a sooiety have had an award passed against them and their pro
perty sold up on the assumption that they were members of-the 
society because somebody else forged their names in the member
ship list. It is, therefore, thought necessary that thei'e should be 
some power altering the award by the arbitrators. Note,-Tt!Pth 
Conference of Registrars, 1920, was of opinion that instead' of 
power of appeal the Registrar should havo power to revise arbi
trator'. decisioD or award suo motu or otherwiS(l. 

Decision of Regiltrar's nominee under s, 54 or order 
palled under ,s. 55 by Registrar'. nominee or arbitra. 
tors.-There is no appeal against the award of arbitrators but a~ 
appeal is allowed against the decision of the Rugistrar's nominee 
appointed under I. 54. There is also an appeal allowed agai~&t 
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an order of attachment made under s. 55 either by the Registrar's 
nominee or the arbitrator.-Bombay Legislalive OouncilDehafes, 
25th July 1925. 

The Registrar shall decide the di.pute himself . ..-It 
seems that the Legislature has purposely used the word' himself' 
in this section. It cannot be denied that. there is difference in 
saying that' the Registrar shall decide the dispute' and that ·the 
Registrar shall decide the dispute himsel£. ' Obviously it is in
tended that nobody else should exercise this power-not even an 
Assistant Registrar. It appears therefore doubtful if in view of the 
word "himself' it is legal for Government to authorise the. Assis· 
tant Registrar to decide an appeal under this sec~ion as they have 
done by G. R. 522/28-20383;B. G. G. pt. I dt. 6-12-28 p.2560. 
(See also p, 33 ante ). 

Amendment 8uggeated.-Under this sectioD aD appeal agaiust the award 
of arbitrator must be decided by the Rl'gistrar himself but as the Dumber of 
Bonieties has increased enormously it is Dot ,possible for the Registrar t() 
hear a nd decide all such appeals himself. The word 'himself' at the end 
of the sectioD may. therefore. cODveDieDtly be dropped foOr the reasoD that 
the Registrar caD not personally hear appeals against the decision of all arbi
trators. throughout the Presidency and Sind. Of course he has to hear the 
appeal wheD the dispute is decided by the Assistant Registrar. 

57. An order passed in appeal under section 56 
shall be final and conclusive. The award 

. dFiDality of of the arbitrators or a decision by the Re-or er. 
gistrar or his nominee under section 54 

shall not be liable to be oalled in question in any civil 
or revenue court. 

Commentary. 
Hiltory.-This section is new . 

. Court'. jurisdiction to nullify or modify an award.-In 
Bharm'Jkka Bistappa v. Mallappa Fkairappa, A I R.1926 Bom. 
352 it was held that there is a. remedy of appeal under the Acts: 
It is expressly provided that all proceedings between the society 
and the members of the society arising from disputes between them 
should be decided under the Act and that the civil courts have no 
jurisdiction to interfare~ The same view was taken in Zamindari 
Bank Sherpur Kalan v. Sulla, ~. i.R. )925 Lab; 418 J n 
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Danbarsingh v. Munawa," Alikhan, 40 All. 86 the Allahabad High 
. Court held that no appeal lies save appeals expressly given by 

the Act. Though they were convinced that the order of the liqui· 
dator in th~case was far from satisfactory they refused to interfere. 

But in Mahahlr· Prasad v. Basudeo Narayan, .A. I. R. 1925 

Pat. 575 it was laid down that in cases whera the terms of these 
award exceed the jurisdiction of the arbitrator, the civil court has 
complete jurisdiction to set aside the award. 

• Or his nominee' -It means the nominee working for the 
Registrar.-Bom. Leg. Cauncil Debates, 25th July 1925. 

Final and conclusive.-In Stroud's Judicial Dictionary, 2nd 
Edition the word final is defined thus :-" Where a statute pro· 
vides that a specified determination shall be final e.g., the deci· 
sion. of a Poor Law Auditor qua an untaxed Solicitor's Bill, s. 39, 
7 & 8 Vic. C. 10/- it is not open to review even though the court 
does not· see the reasonabl.eness of the provision ... 

To understand the way in which the word 'tinal' is used by 
the legislature it is permissible though with caution, to look at 
other instances in which the legislature has used the word. In 
s. 629 of the Civil Procedure Code of 1882 an order made under 
th~t section was described as 'final', i. P. non·appealable. The 
new Code of Civil Procedure of 1908, Or. XLVII, rule 7 substituted 
the words "shall not be appealable" for the word 'final'. This -was 
merely a verbal alteration and shows "that the Legislature meant to 
exclude any appeal from the order. See also the use of the word in 
the Court Fees Act (VII of 1870) s. 5 and the case of Balkriskna 
Rai v. Govind Nath Tiwari, IZ All. 129-155. and in the Public 
Demands Recovery Act (Bengal Act I of 1895) s. 19, sub-section 
(4) and the case of Matangini Devi v. Girish Chunder Chaugdar, 
;10 Cal. 619. A similar meaning is given to the use of the word 
• final' in s. 13 of the Bom. Revenue Jurisdiction Act of 1879 and 
to the word 'determinative' in s. 121 of the Bom. Land Revenue 
Code, 1879.-Bai Ujo,m v. Valiji, 10 Bom. 456. (In Kanhailal v. 
Ismail Bhai, 28 Bom. L. R. 1498, however, the High Court was 
inclined to take the view that an occupancy tenant could not 
perhaps Bue Government in the Civil Courts for a declaration that 
the survey boundaries of a certain number were wrong and ~he 
area was actually less. In this sense the Collector's boundaries 

35 
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may be determinative. )-Bhagghand v. Secretary of Slale. 
26 80m. L R.I. 

58. Wherever in this Act it is provided that the 
Registrar or person duly authorized by 

fo~~t:n~~D~~: general or special order in writing by the 
Registrar in this behalf shall hold an in

quiry under section 43 or shall make an inspection 
under section 44 or shall wind up a society or shall ar
bitrate, such ll,egistrar. or person authorized, as the 
case may be, shall have the power to summon and en
force the attendance of witnesses including the parties 
interested or any of them and.to compel them to give 
evidence, and to compel the production of documents 
by the same means and as far as possible in the same 
manner as is provided in the case of a civil court by 
the Code of Civil Procedure, 1908. 

Commentary. 

History.-As s.?~ (3) of Act (X of 1904<) stood the terms 
were very vague. As to whether a liquidator could in case of 
non-compliance proceed to punish the delinquent under Rules 12 
and 17 of Order 16 of the Code of Civil Procedure. 1908. was 
doubtful. 'I'he Fourth Conference of Registrars recommended that 
liquidators should be recognised as public servants. within the 
meaning of the law, so that failure to comply with the summons 
will be made punishable under ss. 174 and 175 of the Indian Penal 
Code. It was suggested that it was conceivable that officers or 
members of the society guilty of misappropriation or neglect of 
duty may try to avoid appearance when summoned. Rule 38 (2) 
framed by the Government of Bombay ander the Act of 1912, had 
provided for a penalty upto Rs. 50, if a person failed to comply 
with the requirement of the Ilummons issued by the Registrar, ar
bitrator or a liquidator. In this section (s. 58) are embodied 
similar provisions. Disobedience of the summons, requisition, or 
ord6l' is to be treated as an offence [s. 60 (d)] and is made puni
shable under s. 61 of this Act to a fino upto Rs. ,50. However, 
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this process is a dilatory one. Because for a prosecution· under 
this Act the previous sanction of the Registrar is necessary (s. 63). 
And again the offence must ba tried by no Court inferior to that 
of a Magistrate of the First Class, etc. (ibid). To avoid all these dif
ficulties it will be reasonable to make some such additions to this 
section 88 the following:-

"If the summons is duly served and the person conceroed fails to appear 
or otherwise comply with the requirements of the summons, he shall be 
liable, on the order of the peraon issuing the 8ummous to I' penalty not ex. 
ceeding Ra. 50. Au appeal should of course be provided for against an 
order levying such penalty. " 

59. (1) Every order passed by a liquidator under 
section 50, or by the Registrar or his 

co!!~:d~ how reo nominee or arbitrators on disputes re-
ferred to him or them under clause (g) 

of section 50 or under section 54,· every order passed 
in appeal under section 56i and every order passed by 
Government in appeal against orders passed under 
sections 50 and 54 shall, if not carried out, be executed 

(a) on a certificate signed by the Registrar or a 
liquidator by any civil court in the same manner as a 
deoree of such court; or 

(b) according to the law and under the rules for the 
time being in force for the recovery of arrears of land 
revenue, provided that any application for the recovery 
in such manner of any such sum shall be made to the 
Collector and shall be .accompanied by a certificate 
signed by the ltegistrar or by an Assistant Registrar 
to whom the said power has been delegated by the 
Registrar. 

(2) When the property attached in execution of an 
order referred to in sub-section (1) cannot be sold for 
want of buyers, the same may be handed over to a 
society with the previous consent of the Registrar on 
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such terms and conditions as may be agreed upon bet
ween the Collector and the said society. 

Commentary. 

Old Law.-S. 42 of Act II of 1912 provided that orders made 
by liquidators should be enforced by Civil Courts having local 
jurisdiction in the same mannel:' as a decree of such Court. 

S. 43 (1) of the same Act laid down that a dispute (which in
cludes a debt due to a society) should be referred to the Regi
strar or if he sv directed to arbitrator and the decision should be 
enforced as provided in rules framed by the Local Government. 
The Government of Bombay had prescribed ( See rul~ 35 of the 
Bombay Co·operative Societies Rules, 1918) that these de~isions 
and awards should be enforced in the same manner as a decree 
of a Civil Court. (See Appendix B for Act II of 1912. ) 

Summary Procedure for the recovery of debts.-The 
idea of obviating recourse to the Civil Court is not new. The 
Committee' on the Establishment of Co·operative Credit Societies 
in India in 1901 said, .. It is generally r~cognised that one of the 
main reaso~s for the high rate of interest on loans which prevails 
in India is the difficulty and expense in recovering money from 
defaulters by the ordinary process of law. If the co-Operative 
societies are to be successfully worked, it is very advisable that 
they should be provided with special facilities for the recovery 
of loans due by defaulting members. Societies in framing their 
rules of procedure should be permitted to provide that claims 
against members should be recoverable by summary procedure on 
production of a certified copy of the entries in the books of the 
society. The same thing was again suggested by the Hon. Mr. 
Gokhale in 1903 when the Act creating the Co-operative Credit 
Societies was introduced. The Government then declined to coun
ttlnance any special procedure for the recovery of money due to 
a society. Sir Denzil Ibbetson said:- It is true that recovery 
of debt by civil suit is a tedious prOCtlSS and that a society of the 
sort we are considering is perhaps the least fitted of all agencies 
to conduct such suit. But it a serious matter to place our execu
tive machinery at the disposal of a private creditor. And above 
all such artificial assistance would discourage the exercise of that 
V igilence and caution upon which these societies should depend 
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for their security. With the local knowledge which will be at their. 
command, they should, if they conduct their affairs prudently, 
hardly ever had to have recourse to a court. Their strength should 
be in their knowledge and not in any special process of recovery; 
Since then the same question was again and again raised at 
different confflrences and the proposed change in the procedure 
allowing the societies to recover their arrears similarly to arrears 
of land revenue was found to have a considerable body of opi
nion behind it (see Proceedings of the First Conference, 1906,' 
Second Conference of Registrars, 19~7, the Third Conference of 
Registrars, 1908, the First Bombay Provincial Co.operative Con: 
ference, 1908, Fifth Conference of Registrars, 1911, Sixth Con
ference of Registrars, 1912). The Act of 1912, however, repeated 
the provisions of the old Act of 1904. The Committee on Co
operation in 1915 after carefully considering the arguments en
dorsed the view held by the Government of India that any special 
privilege of the kind was not called for. It would, it was thought, 
be mistaken kindness to confer upon societies arbitrary powers of 
recovery. It would lead to laxity in the selection of members and' 
carelessness in the grant of loans. The Government interferonce 
would tend to officialise the movement and make societies depend 
rather on Government as a collecting agency than on their own 
efforts. The existence of a special procedure for co.operative 
societies would intensify any feeling of !lPposition to the move
ment which may already exist in the outside money market, and 
the real remedy fQr the difficulties complained of was in the Com
mittee's opinion to avoid litigation by due care in selecting 
members, by a proper discretion in granting loans, by pressing 
the sureties of a defaulter and by consistent good management. 
The Committee on Co· operation at the same time reported that 
"there was a large body of public opinion who ul'ged that the delays 
and evasions inevitable from the then prevailing system of civil 
procedure was such as would often render a decision or award so 
obtained entirily ineffective. The officers presiding in the lower 
civil courts belong frequently to the same class as the money
lenders and are in consequence biassed against co·operative socie
ties. They often insist on unnecessary formalities of evidence. 
The bailiffs of civil courts connive at a removal of property from 
attachment by judgment·debtors." It was urged, therefore, that 
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decisions and awards of the class under consideration should be 
made enforceable by the procedure allowed for the recovery of land 
revenue. It was also suggested that the procedure, once sanctioned, 
would seldom be used but that the mere pOl'sibility of its use would 
add immensely to punctuality of repayments. Summary power 
of recovery of loans would ensure local capital as there would 
be greater security for depositors. It was also pointed out that 
such summary recovery by the Collector is to be made only on a 
certificate to be issued by a responsible officer like the Registrl\r 

. who will issue such a certificate only after proper inquiry. Some 
went further and argued that the Collector was the proper person 
to assist the Registrar in the speedy collection of -outstandings 
and winding up of a proclaimed failure as every district officer 
was expected to take keen interest in the co-operative movement. 
For these reasons it wlls thought proper to provide in the new 
Act that the orders of a liquidator and those of the Registrar or 
his nominee or arbitrators should be executed either through the 
civil court as its own decree or through the Collector who is to 
adopt the same procedure as he does in matters of the recovery of 
the arrears of land revenua. 

Orders of liquidator to be executed as provided by 
law for the recovery of arrears of land revenue.-It was 
suggested at the Bombay Provincial Co-operative Conference 
1919, that this concessbn which might kill the sense of responsi
bility and self-help if given to a living society, could do no harm 
to a dead society. It was argued that if the burying up of dead 
societies was not to be a long and dilatory affair, as it was then, 
this concession was needed. There was no reason why the societies 
should be under the necessity of an unnecessary show over their . 
dead. "Prolonged and indiscriminate State aid' says Mr. Henry 
Wolff • is destructive to self-help.' For similar r..,ssons no special 
powers of recovery of debt had been given to the societies. The 
object was to foster a spirit of responsibility and self-reliance; 
and it was because the societies must be dependent for their success 
on their own care and caution, in the disbursement of their funds 
that it had been possible for Government-to dispense with restric
tion on their powers in the new Act for Co-operatlve Societies of 

.1912, that would have been necessary.-See Co·operation in India 
by Henry Well'. 
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Ane." of land revenue caD be recovered by the followinq proceesea.
The Bombay Land Revenue Code, II. 150 states that an arrear of land re
venue may be recovered by (a) serving a written notice of demand; (b) by 
forfeiture of the occupancy or alienated holding in r~pect of which the 
arrear is due; (c) by distraint and sale of the defanlter's Ihoveable property 
(exceptsnch property as is by the Cede of Civil Procedure e"xempted from 
attachment or sale in execution of a decree (s. 156 of L. R. Code)]; (d) by 
sale of the defaulter's immoveable property, i. e. the right, title and interest 
of the defaulter in the property ( s. 155, ibid. ) even in this case the houses 
and other buildings (with the material and the sites thereof and the land 
immediately appnrtenant thereto and necessary for their enjoyment) be
longing to all agriculturist and occnpied by him are exempt from attachment. 
or 8ale. (8. 156, ibid ) (e) by arrest and imprisonment of the defaulter in 
civil jail ( s. 157 ibid. ). 

Notee.-So far as co.operative societies are concerned, s. 21 of D. A. R. 
A.ct applies to them and it seoms doubtful if an agriculturist can be arr.:;s!;Cj 
and imprisoned for a money decree and cl. (e) of s. 150 of L. R. Code is pro. 
bably ineffective with regard to agriculturists as defined by the D. A. R. Act. 
1879. CI. (b) of s. 150 of L. R. Code is inoperative because it specifically 
lays down that it will come in operation only when actual land revenue is 
in arrears. So far as cl. (e) is concerned, one has to take into consideration 
the exemptions laid down in 8· 60 (1) of the Code of Civil Procednre, 1908. 

A word of c.ution.-There is tco much belief as it is, thst, because the 
Government is the moving factor and urges people to join societies, the 
whole thing is in fact a Government .. machine" financed, endowed and 
worked by the Government, that it is Government money tbat is being dealt 
out. The ex-officio presence of Government officers, is sure to intensify the 
vicious misapprehension. Besides it means steering the craft in the wrong 
direction altogether, for co-operation is self-g\lvernment. self-help. self
dotermination.-Co·operation in India b1l Wolff. 

Order of arbitrator to be executed as decree of such 
Court.-An award was made at Poona against certain parties 
under the rules framed under the Co-operative Societies Act of 
1912. As one of the opponents against whom it was to be flxecut
ed had gone to Bombay the Judge at Poona was moved under s. 39, 
Civil Procedure Code, 1908 to transfer the decree to the court at 
Bombay. He declined to make the order of transfer. The High 
Court held that inasmuch as the Poona Court could execute the 
decree as if it had passed it could also transfer the decree under 
s. 39 of "f the Civil Procedure Code, 1908.-Krishnaji v. Mahadeo, 
23 Bam. L. R. 909 (1921). 

Note.-Though the above case was decided nnder the old Act of 1912 and 
the rules framed under & 43 of tha.t Act, the principle involved thereir;l 
applies to cases under this Act and the rule! fra.med thereunder. 
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Insolvency Court should not refuse to grant interim 
protection to insolvent debtor against detention in pri
,son merely because a co-operative society chose to en
force its claim through CoJlector . ....:..A co·operative society 
obtained an'award against the c'!ebtor for Rs. 1515 and adopted 
the course of recovering it under s. 59 (b) of the Act through the 
Collector who ordered the detention of the debtor in prison. As 
a counter move the debtor filed a petition for insolvency and 
obtained an order for interim protection. The society opposed 
the confirmation of the protection order. Overruling the objec
tion Rupchand A.J.C. (Sind) held:-

"S.31 of the Provincial Insolvency Act, 1920, empowers the Court to grant 
protection against arrest or detention of the debtor simpliciter and there are 
no qualifying words to show that such arrest or detention should necessarily 
be in execution of the dflcree of a Court for payment of money as in s. 23 of 

·the Provincial Insolvency Act, 1920. In the Provincial insolvency Act the 
legislature has drawn a . distinction between crown debts and debt due to 
local bodies. Not only have crown debt priority over other debts, but an 
order of discharge does not operate to release the debtor from his liability 
to pay such debts. But with reference to debt due to local bodies, although 
the A ct provides for priority beil'g given to them O'l'er certain ordinary debts 
it does not preserve the rights of loca.l bodies to enforce payment of their 
debts after discharge. Debt due to a co-operative society is not'll. crown 
debt. Such a debt stands on no better footing than ordina.ry debts and can 
only be paid pro rata with other unsecured debts. 'IT nder the circumstances 
it would, on the contrary, Le an improper exercise of discretion to refuse to 
grant interim prot~cMon to a debtor agaiust arrest or detention for a debt 
due to the society and to permit his being detained in prison, and at the 
same time to take possefosion of his property for rateable distribution 
amongst his creditors merely and solely beca use the society has chosen the 
alternative remedy of enforcing the claim by approaching the Collector. "
In tTte matter oj Jan MaTlOmed Ibrahim, A.I.R. 1930 Sind 263. 

Note. -An order of discharge does not release the insolvent from aoy debt 
,due to the crown (s. 44 Provincial Insolvency Act, 1920). It seems from 
the remarks made in the above case that the debts due to the co-operat.ive 
societies not being crown debts an order of discharge has the effect of re
leasing the insolvent from all debts including even the debts due to a co
operative Bociety. An order of discharge, however, does not release the 
person who stood surety to the Insolvent [S. 44 (3) Provincial Insolvency 
Act, 1920]. Therefore, the amount may be recovered from the surety, (if 
he has not become an insolvent himself) though it cannot be recovered from 
the prinoipal who has become insolvent. 

Land of deEaulte ... to co-operative locietie. cannot be transferred under 
•• 59 (2) of thil Act but should be purcha.ed by offering an adequate bid 
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by the .ocieti •. -S.59 (2) applies to property wbich ift first attached and 
then'put out to aab withont evoking any bids. In placES where the Bombay 
L. R. Codo, 1879, applies, the only property liable to attachment in uecu
tion under s. 150 of that Code is the moveable property distrained under 
I. lU of' the L. R. Code. B.155 of the L- R. Code contemplates no attach. 
JDent of the property but only the sale of right, title and interest of the 
defaulter in a given property aud not of the property itself, i.e., the auti! 
total of the proprietory rights in property as in the case of land forfeiteci 
and turned into GovernmEnt waste land and then sold. Iu other words the 
immoveable property which is liable to be sold uuder 8.155 of the L. K. 
Code is Dot liable to previous attachmenis and cannot therefore, be dealt 
with under s. 1'9 (b) of the Co-operative Societips Act, 1925. S. 153 of the 
Code applies to land in \'ElSpcct of which the land revenue is due and, there~ 
fore. the method of' forfeiture prescribed in that section cannot be follow': 
ed. It appears, therefore, that s.59 of the Co·operative Societies' Act 
does not apply to defaulters' immoveable property dealt with under Ii. t:i5 
of the Code and hence such property cannot be handed over to a 80ciety 
nuder the circumstances described in s. 59 (2) of the Societies Act. The 
proper course for societies in Buch cases to follow would be to offer a no. 
minal bid aud to purchase the' right, title aud interest of the defaulter in 
the property for themselves.-G.R.R.D. 4373/28 dated 23-4-19.30 . 
. 1t was 8ubsequently pointed out that the iutention uuderlying the above 
Resolution was misunderstoo:l by the use of the words' nominal bid' and in 
view of the fact that there was no-reason why a society should be treated,"d./ffe'· 
rently from an ordinary individual and that it was reasonable to expect that 
the debtor Rhould get credit for reasonable value of his land Government in 
G.R. 4373/28 (R.D.) of 8 th December 11130 explained that the intention wil~ 
that where there are no ontside bidders, the society should offer an adequate 
bid. Government are, therefore, pleased to direct that when" case of the 
nature referred to above arises, a co· operative society should always offer 
an adequate bid for the purchase of the right, title and interest of its de
faulter. The Collector is not bound to aocept any bid unless he oonsiders 
that it is adequate and should be accepted. 

Can protection under the Revenue Juri,diction Act can be claimed by 
Revenue Officers executing orden of the Registrar under •. 59 if unauthoris

. ed i.e. Dot made according to law.-The Revenue Jurisdiction Actoi' 1876 
states that no Civil Court shall exercise jurisdiction as til any claims COil

nected with or arising out of any proceeding fot' the reahzation of land 
revenue etc. and claims to set aaine on account of irregularity, mistake, or 
any other ground except fraud, 8ales for arrears of land revenue [so 4 (b) 
and (c), Bombay Revenue Jurisdiction Act, 1876). Now the word 'Land 
Revenue' is d~fined in section 3 of that Act to mean sums and payment. in 
money or in kind received or claimable by or on behalf of Government ftom 
any person on account of any land held by or vested in him etc." Thus, it 
is clear that the jurisdiction of the Civil Court would be ousted only when 
the money to be recovered· is Governmenfl money in its true sense. The 

36 



282 The Bombay Co-operative Societies Ad. [Sec~ 60 

money due to a co-operative society is not money due to Government. in 
other words. it is not sum claimable by or on behalf of Government. If 
such amount is unauthorised or if the order passed by the liquidator, arbi
trator or even the Rpgistrar himself is ultra vires and if such an order ia 
executed under the Co·operative Societies Act by following the procedure 
laid down in s. 59 for the recovery of arrears of land revenue etc by the 
Revenue Officer then it is doubtful if he cannot claim the privilege accorded 
by the Revenue Jurisdiction Act, 1876, if the IU!l!1ieved party files a suit in 
a Civil Court after giving proper notice to the Secretary of State for India 
where necessary; 

Amendment Sugaeated.-At present under cl. (21 of s.59 unless the proper
ty is first attached it cannot be handed over to the aociety for want of buyer 
etc. To avoid the difficulty therefore, this section should be ao amended 
as to allow the property against which execution of an order referred to in 
snb-aection (1) has been (lommenced to be handed over to a society when the 
same cannot be sold for want of hu:yers etc. 

For form of the certificate aee the Handbook of Co.operation for So
Ilieties in Bumbay and Sind by the writer. 

Offences. 60. It shall be an offence under this Act if-

(a) a society with a working capital of Rs. 50,000 

Default by a 
society, officer 
or member. 

or more or an officer or member thereof 
fails without any reasonable excuse to give 
any notice, send any return or document. 

do 01' allow to be done anything which the society, 
officer or member is by ·this Act required to give, send, 
do or allow to be done: or 

(b) a society or an officer or a member thereof 

W
'lf I . I t wilfully neglects or refuses to 'do any act 
1 u nell ec 

or dl'faulti by a or to furnish any information required 
Bociety etc. h h· b h R '- for t e purposes of t IS Act y t e e~ 

gistrar or other person duly authorised by him in 
writing in this behalf: or 

(c) a society or an officer or member thereof wi1~ 
Wilful furnish- funy makes a false return or furnishes 

ing ot fals8 in-
formation. false information: or 
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(d) any person wilfully or without any reasonable 
. . excuse disobeys any summons, requisition 

Disobedience • • 
of BommOUB. re- or lawful wrItten order Issued under the 
quisition or order. provisions of this Act or does not furnish 

any information lawfully required from 
him by a person authorized to do so under the provi
sions of this Act. 

Commentary. 

History.-These clauses are taken from the Friendly Societies 
Act of 1896 of England. 

Object.-The rule framed under the old Act of 1912 allowed 
the Registrar. or even an arbitrator. a liquidator or auditor to 
levy a penalty not exceeding Rs. 60 on any person who disobl.\yed 
certain orders passed by him. (See rule 38 of the Bombay Co
operative Societies Rules. 1918): The provision such as is made 
in this section did not find a place in the old Act of 1912 probably 
because the movement was then in infancy and the soeieties were 
small and few and it was possible for the Registrar to be in direct 
touch with most of them. Now that the number of societies has 
grown there is much less control and sometimes it is found 
that the rules and by·laws are disregardtld with impunity. There 
are several provisions in the rules and in the by· laws enjoining 
on the office-bearers the doing of certain things. If these officers 
do the things which they are not allowed to do under the Act or 
do not do the things which they are bound to do, they have got to 
be brought to account. Under the old Act of 1912 if the Chairman 
or the Ma.naging Committee members did anything objectionable 
nothing could be done against them unless th"y had committed 

. some offence which brought them undllr the Penal Code. This had 
a demoralising effect on the societies because other societies tried 
to imitate them. It is provided in s. 22 that the auditor will' ex
ercise certain powers. These powers will be absolutely useless if 
he could not enforce them under a penalty. As has been stated 
elsewhere there was no provision in the Co·operative Societies Act
of 1912 to deal with offences of certain nature. The Indian Penal 
Code had to be resorted to under the circumstances~ It was con
sidered but fair to provide in the Co-operative Act some measures 
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against the offences as is done in the case of the Indian Com
panies Act or the Friendly Societies Act of England.-See the 
Proceedings of Bombay Provincial Co-operative Conference, 1919. 

Safeguards.-It will be noted that good care is taken to pro
vide the necessary safe-guards. In sub-section (a) the words" wi
thout any reasonabltl excuse" are introduced. In sub-clauses (b) 
and (c) the word" wilfully" is introduced. In sub-clause (d) the 
words" wilfull y or without any reasonable excuse" are intro
duced. For a prosecution sanction of the Registrar is required. 
He is to give his sanction after' hearing the parties (s. 63). The 
power to try an offence is given to only a First Class Magistrate 
or a Presidency Magistrate ( s. 63 ). The offence is to be consi
dered as a non.cognizable one (s. 63).-Boml.lay Legislative Council 
Debates. 25th July 1925. 

(a) Default by Society, Officer or Memher.-Ifwe com
pare societies in this country with societies in Europe. the one 
main defect is that the members of- Managing Committee are very 
often not under the control of their members. In France, Bel. 
gium and everywhere in Europe, Managing Committees have 
always got to be afraid of public opinion, and of opinion of their 
members. Here very often the society goes bad, not because the 
generality of its members are bad, but because its Chairman or 
Secretary is bad. If Chairman is allowed to take a certain am
ount as loan very often he takes more. He is not allowed to ad. 
vance to a non.member. He cannot advance to his own wife or 
or his son but he advances to them. In such cases the only 
:remeqy under the old Act of 1912 was to punish the whole body 
of the society and not the Chairman or the Secretary or the mem
bers of the Managing Committee who aro at fault. Clause (a) of 
s.60 was considered to be too sweeping a punishment considering 
the slow growth of the movement and the very large number of 
poor uneducated a~d illiterate people that were coming in. There
fore, sl.\ch strict punishment was thought not only a warning but 
a threat which should be held against those who wero really in
telligent and capable people. The objection is that poor illiterate 
people who really run away at the sight of the officers of the co
operative department will be hauled up into courts as defaulting 
office-be~rer8.-Thirteenth Bombay Provincial Co-operative Confe-. 
renee, 1924. 
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61. Every society. officer or member of a society 

P It f f
or other person guilty of an offence un· 

ana y oro- . 
feoOO8 00' other- der this Act for which no penalty isex~ 
wboa provided for. I 'd d h - h II be I' bi t press y proVl e erem s a la e 0 

a fine not exceeding Rs. 50. 
Commentary. 

Hiatory.-This section is new. 
Object.-Law cannot be respected unless the breaQh thereof 

can be adequately punished. Law. therefore. always provides 
what are known all sanctions and this section provides for five 
different offences and prescribes fine upto Rs. 50/- for the com
mission of any olthem. 

Scope.-It should be read along with I. 63 which states that 
an offence under this Act should be tried only by a Presidency 
Magistrate ( in Presidency Towns) or by a Magistrate of the 
First Class ( in places Qutside the Presidency Town. i. e. Bombay) 
and that the previous sanction of the Registrar (who is to grant 
such .auction after hearing the parties). for launching a prose
cution is necessary (See notes to s. 63 at pp. 2:i7-88 infra ). 

62. (1) No person other than a registered society' 
shall without the sanction of Govern· 

Prohibition of 
the use of lbe ment trade or carryon business undel' 
word "eo-O(lera- any name or title of which the word "co~ 
tive." 

operative" or its vernacular equivalent 
forms part: 

Provided that nothing in thi~ section shall apply to 
the use .by any person or his successor in interest of 
any- name or title under which he traded or carried o~ 
business a.t the date on which this Act comes into 
operation. 

(2) Whoever contravenes the provisions. of thi8' sec· 
tion shall be punishable with fine which may extend to 
fifty rupees and in the case of a continuing offence 
with further fine of five rupees for each day on which 
the offence is continued after conviction therefor. 
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Commentary. 

History.-This section corresponds s. 47 of the Co-operative 
Societiell Act, 1912 (See Appendix B for Act II of 19(2). 

Object.-The Co-operative movement in the Bombay Presi
dency commands the support of nearly 585000 members, and 
makes use of Rs. 100000000 of savings, provided hi the main by the 
cultivating and ihe working people of moderate means~ The busi
ness turn-over by the various societies comes to a very large amount 
and it is their wish to acknowledge that the co-operative move· 
ment has a right to that title_ In recent years there had been a 
variety of spurious co-operative organisations which had exploited 
the word .. co· operative .. because of the good reputation which 
the real co.operative movement had gained and the object of this 
section is to provide protection for the booa fide movement and 
the public. The proviso to cl. (1) allows the society which already 
used the word .. co-operative" to retain it. A list of such !locie
ties is published (see Handbook of Co-operation for Societies in 
Bombay and Sind by the writer). The prohibition was confined 
to societies which had not come into existence at the time of 'he 
passing of the Act. In this form this section is not so much as 
an advantage to the co-operative movement as a protection to the 
public. The section puts a clog on dishonest practices. Co
operative societies are regarded as a great incentive to thrift and 
as a healthy element in the national life. It was here that the sec
tion might be used as a tyrannical measure and would set up a 
monopoly and a privilege. It has to be guarded that private 
traders, and shop keepers were not injured by monopolistic Acts· 
of Legislature and placed at a disadvantage. The section pro
vides that no society should after the commencement of the Act 
be registered with a name or adopt a name which contained 
the word "co.operative" or its vernacular equivalent. Co-opera
tive societies paid no taxation on their profits as provided by 
s. 33 !/ond in this respect they are in a privileged position as com
pared with limited liability companies and private traders, though 
an individual member of a society has to pay income-tax if he is 
liable for it. This section is intended to put an end to the use of 
the word "co·operative" by bogus concerns, whose task it is to 
mislead tho public. Its effect is to lead to an extension of co-
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operative movement-[See also' the discussian. in the Hml,se of 
Commons on the Industrial and Provident Societies (Amendme'l1t) 
Bill, 6th DecemhP1' 1929]. The interests of private t:raders havo 
also to be guarded. It was. felt that the more influential and 
powerful co·operative societies became, the larger was the sum 
that fell to be borne by their competitors for income.tax, because 
the societies were not bearing therein full the charges which fell 
on other creditors. This section does not alter the character 01' 

privileges of co.operative societies but merely endeavours to carry 
out the original intention of the Legislature. Experience had 
shown that there was a fraudulent type of business that the legis· 
lature obviously did not desire to protect. The only purpose 0f 
the co.operative movement and of this section is to avoid that 
fraudulent type of society. 

Notetl.-If any member of ilny soci~ty notices any shop or bank carrying. 
on business under a name of which the word .. co.operative" forms par·t 
without the sanction of Government or which is not registered under the 
Co. operative Societies Act, it is his duty in' the interests of the co-operative 
movement to report it to the Registrar for such action as the Registrar ma.y 
deem fit. The provision does· no~ apply to some societies. which were using 
the term .. co·operative·" as part of their trade name before March 1st 1912. 
( See the Handbook of Co operation for Societies in Bombay and Sind by 
the writer). 

63. ( l) No cour~ inferior to that· ofa Presidency 
Cognizance. of Magistrate or a Magistrate of the first 

offences. class shall try any offence under this Act. 

(2) Notwithstanding anything contain~d in the Code 
of Criminal Procedure, 1898, every offence under this 
Act shall, for the purposes of the said Code, be deemed 
to be non-cognizable. 

(3) No prosecution under this Act shall be lodged 
without the -PrevIous sanction of the 'Registrar, which 
shali not be given except after hearing the party 
concerned. 

Commentary. 
History.-This section is new. 
Object.-Lest village feuds and factions lead to frivolous or 

vexatious prosecutions this section forbids ~ prosecution under 
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this Act without the sanction of the Registrar, which shall not 
be given except after hearing the parties concerned. 
<Proced~re.-A Police 0 mcer cannot arrest a person for an offence ( which 

is deemed non.cognizable) under this Act without a warrant. No court in
ferior to that of the Presidency Magistrate in a Presidency Town (i. II. 

Bombay) shall try an offence under this Act. Ontside the Bombay town 
it is :)1I1y a Magistrate of the First Class who can try such an offence. The 
Magistrate should iEsue a summons in the first instauce. If he is empowered 
to try cases summ arily. he may try an offence under this Act ( i. e. an offence 
falling under s. 61 of this Act) in 0. summary way. (s. 260, Criminal Pro
cedure Code, 1898). 'J'he offence is bailable and non-compoundable. An 
offence under 8_ 61 of this Act is punishable with fine only, but a Magistrale 
while senteucing the offender to a fine may < direct, that in default of pay
ment of. the fine the offender bhould suffer simple imprisonment (s. 54. 
Indian Penal Code, 1860) to a term not exceeding two months (S8. 40,67, 
Indian Penal Code. 1860). If the offender is sentenced to pay a fine the 
Magistrate passing the sentence may issue a warrant for its recovery by 
attachment and sale ot the moveable property of the offender or he may 
issue a warrant through the Collector to realise the amount through civil 
Court by starting executiou proceedings against the moveable or immoveable 
property of the offender (s. 386 Criminal Procedure Code, 1898 ).< 

Appeals and Revision. 
64. An appeal against an order or decision of or 

Appt>lIls. sanctioned by the Registrar under section 
10, Hi, 45, 47, 50, 50A or 54 may be made 

by any party aggrieved or affected by the order or de
cision to Government within two months of the date of 
the communication of the order. 

Commentary. 
History.-This section was added at the instance of the Select 

Committee. It was thought desirable to provide for appeab 
against the orders of th& Registra<r in the Act itself.-See Rppart 
of the Select Committee. 

64A. The Government and the Registrar may call 
Power of Gov

ernment aud the 
Registrar to call 
for proceedings 
of Subordinate 
o mcers and to 
pass orders there
on. 

for and examine the record of any in
q uiry or the proceedings of any officer 
subordinate to them for the purpose of 
satisfying themselves as tothe legality or 
propriety of any decision or order passed 
and as to the regularity of the proceeding!!! 
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of such officer. If in any case, it shall appear to the 
Govemm~nt or the Registrar that any decision or order 
or proceedings so called for should be modified, 
annulled or reversed the Government or the Registrar, 
as the case may be, may pass such order thereon as to 
it or him may seem fit. 

Commentary. 

Hiltory.-ThilJ section is new. 
Object.-In the case of the Land Revenue Code, the Collecturs 

have power to examine the record of inquiries ana proceedings of 
Assistant Collectors, or Deputy Collectors and Mamlatdars. It 
was thought necessary that the Registrar and the Government· 
should have this power of calling 'for records and revising the. 
orders of a subordinate officer if the orders are unfair. This 
power is necessary if the superior officers are to be held responsi. 
ble for the work done by their subordinates.-Bombay Legislative 
Oouncil Debates, 25th July 1925. 

Officer lubordinate to Registrar or Government.
The chairman of a bank or a secretary is not an officer subordi· 
nate to Government or to the Registrar. Officers of societies are 
not subordinate to Registrar. 

AI regard. liquidator. their orders are subject to the san· 
tiol'1 of the Registrar. 

A. regard. arbitrators their decisions are subject to 
appeals and, therefore. they come in ~s subordinate officers.
Bombay Legislative Oouncil Debates, 2li;h July 1925. 

Miscellaneaus 

65. (1) All sums due from a society or from an 
Recovery of officer or member or past member of a 

IIlDIB due to society as· such to Government, may be 
Governmen~. • 

. recovered accordmg to the law and under 
the rules for the time being in force for the recovery 
of arrears of land revenue. 

(2) Sums due from a society to Government and re
coverable under· sub-section· (1) may be recovered, 

37 
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firstly, from the property of the society; secondJy in 
the case of a society of which the liability of the mem
bers is limited, from the members or past members 
subject to the limit of their liability; and, thirdly in 
the case of other societies, from the members or past 
members. 

(3) The liability of past members shall in all cases 
be subject to -the provisions of section 28. 

Commentary. 

History.-< Cf. s. 26 of Credit Societies Act, 1904 and s. 44 
of th~ Co·operative Societies Act of 1912, see Appendix B). 

History.-The Government of India by their resolution No. I 
-63.3 dated the 29th April 19M had decided to grant financial 
assistance to new societies with a view to encourage the move· 
ment. The loans were to be made free of interest for the first 
three years and were made recoverable afterwards by annual i~· 
stalments. It appears that originally s. 26 of the Co;operative 
Credit Societies Act of 1901< which corresponds to this section 
referred to these loans. The Agriculturists' Loans Act was pass· 
ed in 1884 and the rules governing the recovery of Tagavi loans 
8eem to have been made applicable to the loans granted to socie· 
ties by Government. Though loans to credit societies in the 
Bombay Presidency and Sind have now been stopped, yet ex
ceptions are made in some cases and loans are still being granted 
to credit societies among depressed classes and criminal. tribes 
recently settled. Loans by Government are also advanced to 
Industrial Productive Societies (including Dairy Societies) and 
also to Weavers' Societies and Co·operative Pump Societies and 
Co-operative Housing Societies. Evidently this section applies to the 
recovery of all such loans advanced by Government. The costs of 
audit by Government auditor can be recovered under this section. 
Rules Nos. 29. 30 and 31 (2) make provision for such recovery. 

The arrears of land revenue.-See notes to s. 59 ante. 

66. Notwithstanding anything contained. in this 
Act, Government may, by special 

Power to exempt d' h d b' t t h 80cieties from concH. or er In eac case an su Jec 0 suc 
t!On8 as to registra- conditions if any as it may impose 
tlOU. " , 

exempt any society from any of the re-
quirements of this Act as to registration. 
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Commentary. 

Hiltory.-Thil lection corresponds to s. 45 of the CO'operativtl 
Societies Act. 1912. (See Appendix B). 

This section enables Government to' allow a society to be re
gistered with such modifications in the conditions of registration 
imposed by this Act. as it may deem proper. After the regis
tration the society becomes a corporate body and enjoys all the 
concessions and privileges bestowed upon co· operative societies 
registered under the Act. 

A provision enabling Government to modify any of the require
ments of the Act as to registration are explained in the Govern
ment of India Resolution No. 1:-63-3 dated 29th April 1904. pa~a
graph 25 thus:-

., It was impossible to frame any set· of general provisions which should 
cover all conceivable forms in which the principle of co-operation might 
usefully be applied for the benefit of small folk in India. For instance,. the 
institntion called Dharamgola that h&ll been started in several villages of t be 
Dinajpur District is one which is entirely deservi ng of enc:mragement, its 
objects being precisely the objects which it is desired to promote, and yet 
it would be' difficult or impossible to bring it under the provisions of the 
Act. Another consideration presented itself. It was recognised that, iu 
dealing with many disputed points of great difficulty and regarding which 
there was little or no experience to guide the Legislature, it was impossible 
to provide for all eventualities; and that, however, generally suitable the 
specifio provisions of the Act might be there might well be special circum
stances and conditions to which they were unsuited. A general section has, 
therefore, been added which provi4es that the Local Government may, by 
special order in each case, permit any association wha~ever to be registered 
as a society under the Act, and. may exempt any society thus specislly ru
gistered from any of its provisions, or may modify auy of those provisions in 
their applicatiou to any such society. The position, therefore, stands as fol
lows, In the body of the Act have been included those provisions which it is 
believed will be suitable to the type of co-operative societies that is most like
ly to come into existeQce iu this country. and these provisions will constitute 
the normal law, which: will apply of its own force to these societies in general. 
But a Local Government will have au absolutely free hand to depart from or 
vary them, on condition .only that it does so by special order in eaQh case, 
and after full consideration of the circumstances which justify the-depar
ture. Of course it is intended tha.t this power should be exercised only on 
behalf of societies the a.ims of which are consonant with the objects which 
the Act is iutended to promote. " 
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67. Government may, by general or special order 

P to t 
to be published in the Bombay Govern-ower eIemp 

s,?c.ieties from pro- ment Gazette, exempt any society or 
vIsion I of Act. I . . f f h . c ass of socleties rom any 0 t e proVi-
sions of this Act, or may direct that such provisions 
shall apply to such society or class of societies with 
such modifications as may be specified in the order; 
provided that no order to the prejudice of any society 
shall be passed without an opportunity being given to 
such society to represent its case. 

Commentary. 

History.-This section corresponds to s. 49 of the Co-operative 
Societies Act. 1912. (See Appendix B). 

Objeet.-Since the co·operative movement is still in its in
fancy and unexpected problems sometimes still present them
selves for settlement and decision. this provision is essential 
though hardly ever resorted to. 

Scope.-This section applies to societies which have been ex
plained in the Government of India Resolution para. 25 of 1904. 
(See the extract of the Resolutian quoted in s.66 supra at p. 291) 
Under this section central banks may be allowed to raise sufficicmt 
share capital where difficulty is experienced under the ordinary 
provisions of the Act. (The Oommittee 071 Co-operalion in 
India. 1915.) The power under this section may be used in ex
empting any registered society from the exemption as to Income
tax (s. 33). In case for instance. where a central bank puts 
profit-making before its real object of facilitating the working of 
co-operative societies or if a society deals with non-members. or 
limits unduly the number of its members. The Sanikatta saU 
workers' society is an instance in point. 

Notea.-The Government is empowered under this section to 
modify the restriction as to residence in section 7. 

68. The provisions of the Indian Companies Act, 
Indian Com- 1913, shall not apply to societies, register

panies Act not ed under this Act. 
to apply. 
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Commentary. 

Old law.-This is s. 48 of the Act II of 1912 (See Appendix B). 

It has to be remembered that co-operative societies are compa
nies which would ordinarily come under the ordinary company 
law of the land and in fact prior to 190t. co-operative societies 
would not be organised under any legal form except under the 
Indian Companies Act. They could not obtain the same legal 
status and privileges as commercial companies without submit
ting to the restrictions generally considered necessary for their 
proper control. The societies based their claim to exemption 
from the Companies Act on the ground that their object is not the 
acquisition of gain by way of profit for themselves or their mem
bers. The Government of India in their introductory resolution 
no. 1-63'3 dated 29-4-1904 explained that "the elaborate provi
sions of tho) Cempanies Act however necessary in· the case of 
combinations of capital on a large scale are wholly unsuited to 
societies of the kind it is desired to encourage. The first thing to 
be done. therefore. is to take such society out of the operation 
at the general law ( Company Law) on the subject and to sub
stitute provisions specially adopted to their constitution and 
objects. The resolution went on: "it was desirable to confer upon 
them special privileges and facilities. in order to encourage their 
formation and assist their operation." Since the societies were to 
enjoy exemption from the general law (Company Law) and facili
ties of a special nature, it was necessary to take such precautions as 
might be needed in order to prevent speculators and capitalists from 
availing themselves under colourable pretexts of privileges which 
were not intended for them. The object of the measure as stated 
by Government of India in 1904 was to' provide the requisite legal 
basis for the establishment in India of co·operative credit socie
ties. Legislation was called for not only in order to lay down 
the fundamental conditions which must be observed but also with 
a view to giving such society a corporate existence without resort 
to the elaborate pro,isions of the Companies Act. The Govern
ment of India in their Circular No. 13-C dated 9-3-1912 stated 
that the bulk of the non·credit societies recognised by the law of 
1912 were placed on a footing similar to that of joint-stock com-

o panies and it would be necessary in practice to see that the Act 
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was not utilised for the benefit of societies which were not really 
of a co-operative character. 

69. Every Co-operative Society registered. outside 

B h to f the Bombay Presidency. which has or ranc e8,e _,0 
societies. outside establishes a branch or place of business 
the PresIdency. • th B b P·d h II ·th···· III e om ay reSl ency s a WI III 

six months from the commencement of this Act or 
from the establishment of such branch or place '1f busi
ness, file with the Registrar a certified copy of the 
bye-laws and amendments and. if these are not written 
in the English language, a certified translation in 
English thereof, and shall submit to the Registrar such 
returns and information as are submitted by similar 
societies in the Born bay Presidency in addition to those 
submitted to the Registrar of the province where it is 
registered. . 

70. No suit shall be instituted against a society or 
any of its officers in respect of any act 

. N o~ice necessary touching the business of the society· In BUlts. 
until the expiration of two months next 

after notice in writing has been delivered to the Re
gistrar or left at his office. stating the cause of action~ 
thenam3, description and place of residence of the 
plaintiff and the relief which he claims; and the plaint 
shall contain a statement that such notice has been 
so delivered or left. 

Commentary. 

Object.-Since societies or members thereof are compelled to 
have their disputes touching the business of the societies settled 
by arbitration (s. 540) provision is also made against a non-member 
recklessly driving a society or its officers into unnecessary civil 
litigation, by making it compulsory to give two months' pre
vious notice. The object of the notice required by this section is 
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to give the Registrar an opportunity of making amends or settl
ing the claim, if so advised. without litigation. 

Analogoullaw.-S. 80 of the Code of Civil Procedure. 1908. 
provides for a two months' previous notice to the Secretary of 
State (may be given to the Collector) and the public officer against 
whom a suit is contemplated for an act don!! by them in their 
official capacity. 

71. (1) Government may, for the whole or any 

Rules. 
pa.rt of the presidency and for any society 
or class of societies, make rules to carry 

out the purposes of this Act. 

Commentary. 

Object.-As the co· operative movement is in its infancy the 
Act is necessarily required to be made as suitable as possible and, 
therefore. much is to be left to the usual rule-making power 'of 
Government for the purpose of supplementing the detailed rules 
of the administration of the department. There is another good 
reason why. in the case of a statute dealing with a movement in 
its infancy all these matters of administrative details should be 
left to be regulated by rules made under the Act instead of trying 
to incorporate all of them into the Act. It is not quite easy to 
amend. alter or add to any piece of legislation once enacted with
in a short time after the date of its enactment. Legislation is 
necessarily a tardy process and a number of formalities have to be 
rigidly observed before existing legislation may be abrogated. 
altered or amended. 

Under 8 71. therefore. Government are empowered to make 
rules which they may consider necessary to carry out the purposes 
of the Act. The rules. however. should always be intra vires of the 
Act. i.e .• within the purposes of the Act and they can have the 
force of law only after previous publication in the Bomba1/ 
Government Gazette and after they are laid on the table of the 
Bombay Legislative Council for one month previous to the next 
session of the said council. They are liable to be rescinded or 
modified by a resolution of the said Council. If no such resolu
tion is brought at the said session. the rules shall have the force 
of law after the prescribed period is over. 
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'In order to carry out the purposes of the Act.'-The 
Act indicates that co·operative societies are intended for the pro
motion afthe economic interests of their members, (s. 5) the 
government have, therefore, issued a rule (46) prohibiting societies 
from taking part in controversial matters of a religious character 
because it is thought that Government should exercise its power 
to prevent any misuse of the co·operative organisation to further 
religious or political aims. 

(2) In particular and without prejudice to the 
generality of the foregoing power such rules may

(a) subject to the provisions of section 6, prescribe 
the maximum number of shares or portion of the 
capital of a society which may be held by a member; 

Commentary. 

[Of. s. 43 (2) (a) of the Co-operative Societies Act, 1912, Ap
pendix B]. The Government of Bombay have not made any rules 
prescribing the'maximum number of shares or portion of the 
capital of the society which may be held by a member. But see 
notes under s. 6 of the Act which places certain restrictions on 
share capital etc. 

Rules in the case of unlimited liability society may be necessary 
to preserve the benefits of the society for persons of limited means 
and to deter persons of ample means from securing any undue 
share of influence. But no such contingency, is likely to occur as 
s. 18 of the Bombay Act provides for the -rule of one man one vote. 

(b) prescribe the forms to be used and the conditions 
to be complied with in the making of applications for 
the registration of a society and the procedure in the 
matter of such applications; 

Commentary. 

[Of. s. 43 (2) (b) of the Co-operative Societies Act, 1912]. 
The Government of Bombay have prescribed a form to be used 

in making an application for registration (see Schedule A to 
Appendix A ) the main requirements of which are:-

(1) The name of the proposed society. [See note to s.71 (2) (e) 
infra.] (2) Address to be registered (see notes to ,. 20). (3) Kind 
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of liability whether limited or unlimited. (see notes to s. 5 pp. 5~ 
(4). (4) Area of operations. (see notes to s. 7). (5) Objects of the 
society, [See notes to s. 71 (2) (c)]. (6) In the case of societies 
with share capital the number and value of shares which it is 
proposed to issue. (7) The amount of the capital which it is 
proposed to raise by loan or deposit in cases of societies without 
share capital. (8) Language in which the books and accounts will 
be kept. 

Other details that are required in this Presidency are contained 
in the by_laws which accompany the application. The appllc'ation 
is required to be signed by the applicants who must not be less than 
ten in number. (see notes to s. 9). S. 9 (3) requires a copy of thepro~ 
posed by·laws to be submitted, but rule 2 (2) requires 2 more copies 
of the proposed by-laws to be sent, one of which is returned 
certified as duly registered (see notes to s. 10). The Registrar 
issues a certificate of registration (c/. s. 11) to the society. Rule 
3 prescribes that in case of refusal to register the Registrar should 
communicate his reasons to the applicants. 

The Committee on Co-operation, 1915, thought that the ex,· 
istence of faulty societies was generally due to hasty registration 
and insisted on making full enquiry into all applications. The 
Committee insisted on getting a full report from the organiser of 
societies specially with regard to the following particulars, 
viz., (J) whether the proposed members have really assimilated the 
principles of co-operation; (2) whether they appear to be too in~ 
volved in debt to make a society successful ( and for this purpose 
a statement showing, though not in great detail, the assets and 
liabilities of intending members should be submitted); (3) whether 
adequate working capital is available in the movement; (4) whe • 

. ther the applicants are men of good character, and the village 
as a whole free from the taint of litigiousness; (5) whether means 
are at hand to provide for the necessary supervision of the society 
when formed. Enquiry should also be made as to the suitability 

.. of the proposed secretary and committee.-Para 29 (ibid).. . 

(c) prescribe the matters in respect of which ~ 
soCiety mayor shall make by-laws and the procedure 
to be' followed in making, altering. and abrogating 

38 



298 the Bombay Co. operative Societ;es Ad. t Sec. 71 (2) (c) 

by-laws and the conditions to be satisfied prior to such 
making, alteration or abrogation; 

Commentary. 

, [Note.-S. 43 (c) of Act II of 1912 is reproduced in this 
clause]. N.B.-See notes to s. 8 under the head 'by·laws' at 
p. 15 supra. 

For the definition of by.laws see s.3 (a) at p. 13 ante. 
They correspond to the articles of association of companies [cf. 
definition of articles in s. 2 (1) Illdian Companies Act, 1918.] The 
by·laws which include the objects (s. 5) completely define and 
restrict the society's activities. The Act itself does not empower 
a society to make by·laws. It must have them before it is re
gistered (s. 9) and it may amend them (s. 16). The Government 
of Bombay has by rules under this section empowered the societies 
to make by-laws. 

The conditions to be satisfied priot to the making of 
by.laws.-The Registrar will not register the by-laws if they are 
contrary to the Act or to the rules (s. 10) or if the name is iden
tical with that of an existing society. A society does not acquire 
privileges 'Until it is registered ( i.e. in reo stamp duty, income
taj[, etc.) The Registrar should issue a certificate of registration 
when he registers the society and its by-laws (s. 11). 

If the Registrar refuses to register the by.laws under 
s. 10 he shall communicate to the applicants his reasons for so 
doing. (Rule 3. Appendix A). S. 64 allows an appeal to Govern
ment witLin two months of the date of the communication of the 
order under s. 10 of this Act. 

For copies of by.laws to be sent along with application 
'or registration see Rule 2 (2) Appendix A and s. 9 (3) of this Act. 

Abrogate.-Repeal. cancel.-Orford English Dictiana7'Y' 
'- In order thatby.laws of the society should be legal and 
'~inding the procedure laid down in rules should be adopted. 

By.laws.-In the Act itself no by-Ia.ws are prescribed. How
~ver it is presumed that the by-laws must prescribe (1) the 
area (2) tribe. class, caste or occupation (5. 7), the address (s. 20) 
an~ also that the object must be specified (s. 5). The Act itself 

',does. J),()tconfer upon a society power to make by-laws. it must 
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draft its by-laws, prior to registration [s.9 (3)] and may 
amend these (s. 16). As the Registrar must approve them before re
gistration he is practically giviln power to impose model by
laws. in addition to any prescribed by s. 7i (2) (c). Both the 
society and the by. laws require registration but while theremu 
be re-registration of by·laws apart from the registry of the 
society the registry of the society must be of the society with 
by. laws. The Registrar ought to endorse the by-laws in token of 

• registration. Every society should have a copy of its by·law'! so 
endorsed. The by-laws are binding on a society 'as well as on 
the members. They form the contract between the society and 
its members and that contract can only be altered in the modi! 
prescribed by the Act or rules As between the society and iti 
members a course of dealing at variance with the rules, fOI 

whatever length of time it may be pursued, acquiesced in, 
is of no validity whatever. Rule 4 insists on 1>y-laws on matters 
dealing with certain important points such as the terms of .ad
mission. withdrawal and expulsion of members etc. while it leaves 
it to societies to make by-laws in respect of matters incidental to 
the management of its business. (See Appendix A for rules;) 

The name must not be identical with that under which any 
other existing society is registered; or so nearly resembling that 
name as to be likely, in the opinion of the Registrar, to deceive 
the members of the public as to its nature or identity. The power 
of deciding as to the name lies with the Registrar subject to an 
appeal against his refusal to register to Government (s. 64). The 
name proposed should not be such as is likely to disguise its real 
character e.g. a society whose chief object is the creation of funds 
to be lent out to its members should not be allowed to bear a 
name resembling that of a store society. A society may by a 

. resolution of a general meeting and with the approval of the 
Registrar. change its name but such change shall not affect any 
right or obligation of the society, or of any of its memb3rs. or 
past members. and any legal proceedings pending may be con~ 
tinued by or against the society under its new name. It being 
an amendment of a by-law the procedure laid down in rule 6 
will have to be followed. This alteration moreover will have to 
be approved and registered by the Registrar. See also sub·rule 
(3) of rule 6 in Appendix A. 
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Address and the branches of the society.-See notes to 
s. 20 at pp. 105-106 (ante). 

Tribe, class, caste or occupation of members.-See 
notes to s. 7 (ante). By-laws in these respects must be made only 
if the membership is proposed to be so restricted. In case of 
dispute the Registrar's decision is final (s. 8). 

Area.-See notes to s. 7. Tn case of dispute whether a person 
is a resident of a particular village etc. the Registrar's decision 
is final {s. 8}. • 

Object of the society must be clearly and fully set forth. 
It has to be remembered that a society will be registered under 
this Act only when it has its object' the promotion of the economic 
interests of its members in accordance with co.operative princi
ples.'-{See notes to s. 5 at pp. 38-540 for a full discussion.) 

The purposes to which its funds are applicable.-They 
must be in conformity with what is required to carry out the 
objects. 

The terms of admission of members.-See notes to s.71 
(2) (d) and s. 17 at pp. 96-8 supm. 

Rights and liabilities of members.-See notes to ss. 5 and 17. 
Conlequences of default in payment of any sum due 

by a member.-Unless there is a specific provision in by-laws 
no penalty ~an be levied against a member. The model by-laws 
of credit societies provide that in case the member who has taken 
a loan from a society and has passed a mortgage deed makes a 
default the borrower may be ejected from the properly which is 
left in his possession. So also if a borrower does not pay the 
instalment on a due date he shall pay usual interest. The model 
by-laws of Co-operative Housing Societies provide that if a member 
fails to pay the amount of any calion a share within thirty days 
after notice thereof the committee may forfeit the share. The 
model by-laws of Land Mortgage Societies provide that if the 
member who had borrowed an amount from the society is in 
arrears in respect of any instalment, the whole outstanding loan 
becomes recoverable. Also that on an overdue instalment of prin
ciple usual interest should be levied at a certain rate . 

. In the case of credit societies by.laws provide (a) the 
<londitions on which loans may be granted, and (b) the l'ate of 
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interest and (c) the system of calculation of interest and (d) the 
maximum number of members that may be admitted. [N.B.-See 
notes to s. 71 l2) (1) in/ra.] 

(a) The conditions on which loans may be granted are 
lome such as:-[N.B.-See notes under s. 71 (2)(1) J Loan granted 
for a specific purpose is to be applied for that purpose. If misapplied 
the loan will be recalled with interest; that loans for current 
agricultural expenses are to be returned within one year; thoso 
granted for the purchase of cattle or implements, or for domestic 
expenses are to be returned within two or three years; that those 
for the payment of old debt or for land improvement are to be 
returned within five years. That two good sureties from amongst 
members or a mortgage of immoveable property must be given and 
that a bond is to be passed by the borrower. The loan to a mem~ 
ber is not to exceed:1 certain amount. The loan is to be repay
able in certain instalments. I n the case of credit societies for 
salary earners: When a member takes a loan from the society he 
shall undertake not to resign service until his liability is dis
charged. 

(b) The rate of intrest has to be fixed because the object of 
a credit society (unlimited) is to lend out its funds to members 
at lowest rate consistent with a fair profit and at a moderate rate 
of interest in societies (limited); on reasonable terms (salary 
earners limited society). The general meeting has power to alter 
the rate (salary earners). It remains in force till another is fixed 
at an annual general meeting (credit societies unlimited.). The 
sanction of Registrar is necessary for changing the rate (model by
laws of unlimited liaTJility societies for carwJ areas). 

(c) The system of calculation of interest.-Interest shall 
be calculated from the date of advance to the date of receipt, 
fractions of a month if less than 16 days being counted as half a 
month and if 16 days or over as a complete month (model by-laws 
of credit societies unlimited). In case of long term loans or for 
longer terms the rate may be more than the ordinary rate but in 
no case it shall be less than the ordinary rate. Lower rates are 
also allowed and Managing Committee with Registrar's approval 
are authorised to fix these rates. There is no provision for 
prohibiting compound interest. [See .notes under the head 
.. interest" in s .. 71 .2) (I) infra. ] 
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(d) The maximum number of members that may be 
admitted.-[See notes under the head in s. 7~ (2) (0) infra] Model 
by-laws of Unlimited Credit Societies, and Unlimited credit share 
societies for canal areas, state that the total number of members 
admited to the society shall not exceed the number fixed without 
the permission of the. Registrar. By.laws fixing the maximum 
number of members to be admitted must be made in case of credit 
societies. [See notes to s. 7 under the head 'size of societies' 
at p. 71 supra.] 

CO'operation must be open to all but at the same time it has to 
be remembered that it is necessary to placd some limit to the 
members in credit societies where mutual personal knowledge is 
essential. The rules prescribe that a credit society shall make a 
by-law in respect of the maximum number of members that may 
be admitted. 

The mode of conducting business, purchase, sale, 
stock-taking and like matters (non-credit societies ).
The model by-laws of seed societies provide that the managing 
committee should purchase seed fron the selected growers and 
from other approved sources and that the committee should make 
arrangements for cleaning, storage, and insurance of seed and 
for the transport of the same. Model by-laws of Store Societies 
provide that the committee should acquire a shop for the goods 
of the society; that it should exmine the stock register and fix the 
selling price of all articles; that it should increase or reduce the 
selling price and that it should approve orders for fresh stock 
that may be required. Model by-laws of dairy societies state 
that the committee should arrange for the joint purchase on 
commission of fe~ding stuffs fOl' animals; that they should 
arrange for the proper sale of milk and its products or fur manu
facturing cream, etc. and making them at profitable prices and 
that they should see that all bills are recovered punctually. 

The mode of holding meetings.-See notes under c1. (f) of 
s. 71 (2) infra. 

The manner of making, altering and abrogating by
laws.-Model by·laws generally provide: None of the by-laws 
herein contained shall be altered or rescinded and no by-law 
shall be added except by a vote of the majol"ity, consisting of at 
least two-thirds of the members present at a general meeting, 
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convened for the purpose. The notice convening the meeting 
shall specify the proposed alteration, addition or rescission and 
shall be issued not less than 10 (some societies such as better liv
ing societies have 15 days) days prior to the meeting. The amend
ment shall not take effect until it has been approved by the 
Registrar." See notes to s. 16 at p. ~4 supra also. 

The mode of appointment and removal of members 
of the committee and of the officers, if any'- and the 
duties and powers of the committee and offi~ers.-See 
notss to s. 71 (2) (g) infra. . 

The manner in which capital may be raised.-See notes 
under s. 71 (2) (x) infra. 

The mode of custody and investment of funds.-See 
notes to s. 37 at p. 198-~OI (ante). 

The mode of keeping of accounts.-See notes to s. 71 (2) 
(h) below. 

The mode of distribution of its profits.-See notes to s. 
71 (2) (p) below. 

(d) prescribe the conditions to be com plied with by 
persons applying for admission or admitted as members 
and provide for the election and admission of members 
and the payment to be made ana the interest to be ac
quired before the exercise of the right of membership; 

Commentary. 

History.-This clause is the same as s. 43 (2) (d) of Act II of 
1912. (see Appendix B ). 

'. Condition of admission.-The principle of free admission 
. to a co· operative society for all willing to join is characteristic; 
therefore, it is necessary that a society should state clearly the 
terms of admission of members, entrance fees minimum age, and 
other qualifications. The Government of Bombay has not framed 
any rules in this matter but rule 4 makes it compulsory for a 
society ttl make by-laws regarding the terms of admission of mem
bers and their rights and liabilities, the consequences of default 
in payment of any sum due by a member. [See notes to s.71 
(2) (0) (infra.) See also ss. 3, 7, 17, 19 and notes thereunder.] 
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As only members can hold shares, the Government can prescribe 
conditions relating to sbare·holders, e.g. that they must be over 
18 years of age. But no rule has been framed by the Gove.rnment 
of Bombay in this matter. So also no rules are framed regarding 
the admission of members so as to restrict the transfer of .shares 
has been made as yet. . 

Minors.-Tbe Act does not confine membership to persons 
above the age of 18 years. This matter is left to tbe by-laws. The· 
sixth Conf~rence of Registrars considered that minors should not 
necessarily be debarred from becoming members of societies when 
they were heirs of deceased members (s. 27). The admission of 
minors is not illegal but is considered objectionable on obvious 
grounds. They cannot be held bound by any rule of unconditional 
adheronce and generally tbey are a source of weakness to the 
society. They cannot infer unlimited liability and liability cannot 
be enforced upon them even on winding up whether the society 
be limited or unlimited. 

Women aTe not excluded by any rules or by.laws but the 
unlimited liability of a woman especially a married woman or 
widow under the customary law is considered to be <if doubtful 
value and it is suggested that societies should be cautious in ad
mitting them. In the limited liability society with fully paid up 
shares no difficulty is likely, to arise and womell may be admitted 
as members. 

The Registrar emphasized the desirability of getting women in 
as members and also to some extent on the mapaging committees 
of Bhil Societies on the ground that among the Bhiis a healthy 
equality on the whole existed among the sexes and that women 
hold the purse strings and control the household affairs. 

Persons mentally disabled cannot enter into a contract and 
they ought, therefore, be exclused. The model by-laws generally 
prov.de that a member may be expelled from a society ('In the. 
ground that he is bankrupt or legally disabled or is criminally 
convicted. 

Exclusion. etc.-A society has power to frame by-laws im
posing any etipulaticns that do not involve a direct illegality. It 
may impose, for example, the profession of a particular religion. 
Model by-laws generally state that a certain number of adverse 
votes may be sufficient to exclude an applicant from membership. 
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No reasons need be assigned for the rejection of a candidate 'in 
this manner. Power in this direction is necessary to provide fOll 
a case where a candidate may have all the statutory qualifica
tions and yet may have' certain feelings of temperament or, 
intellect which it would .be difficult and always undesirable to. 
formulate. It need not be stated that the members of a 
co-operative society regisl;ered under the Act are bound by 
the Act, the rules and the by-laws framed under the rules and 
Act. Rule 45 provides for the prohibition of membership of a 
person of two societies with unlimited liability. 

. Indebtedness.-Full disclosure of existing debt should be re
garded as necessary preliminary to admission. The Government 
of India remarked that until a member has been freed from out
side debts, a society is not performing its full functions but it is 
a counsel of perfection to expect that no one shall be admitted as 
a member unless and until his outside debts have been paid off. 
There are, of course, extreme cases in which a man is so indebted 
that there is no hope of his debts ever being cleared off and in such 
a case the proper course is to refuse him admission to the socie_ 
ty. The unlimited liability of a man whose financial position is 
so embarrassed as to make his extrication hopeless is of no value.; 
The Registrar has suggested that wherever possible H shc..uld 
be made a condition of membership and resolved in a general 
meeting that no member should borrow any loan flOm outside 
after'admission except with the permission or at any rate of th~ 
know ledge of the managing committee. 

A Joint-Btock company should be prohibited from being 
a member of a society without the permission of the Registrar. It 
cannot have a proxy and cannot attend a general meeting. 

(e) provide for ascertaining the value of a deceased' 
member's share or interest; . 

Commentary. 

Old law . .....;...This corresponds to s. 43 Cn) of the Co-operativ6 
Societies Act, 1912. (sea Appendix B for the Act). 

See notes to s.27 (supm). No rules have been framed by the 
Government providing for calculating the value of a deceased 
member's-share or interest in a society. It is always safe to 

39 
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calculate such value or interest after the examination of the 
annual balance sheet. 

Share or interest will not necessarily mean the face value of 
the share but its intrinsic worth and value at the time. In some 
types of societies to avoid disputes provision is made giving the 
society option to take back the share at the face value or the 
market value. If this is not done in the case of loss it may not 
be possible to pay the full value to the heirs. 

Model by-laws for share soriety with unlimited liability provide that on 
the death of a member the amount standing to hiB credit shall, subject to de
duction on account of all sums due from him to the society be paid to his 
heir nominated by him, etc. 

Model by-laws further state that on the death of a member the amount 
standing to his credit by way of shares or dividends. shall subject to 
deductions on account of his liability, be paid to his heir nominated 
by him, etc_ (Consumer8' Society ami Credit Societies will, limited 
liability. ) Model by-laws of Credit societies for salary earners provide that 
on death of a member the amount standing to his credit by way of shares or 
dividends or subscriptions shall subject to deductions on accouIit of his lia
bilities be paid to his heir nominated by him_ Model by-laws of Housing 
societies provide as follows :-"On receiving a satiBfactory proof of death of 
a nominator tbe society may transfer the share or interest of the nominator to 
the person duly nominated or if there iR no person so nominated to such 
person as may appear to the Committee to be the heir or legal representative 
of the nominator or pay to such nominee, heir or legal representative 
a sum representing the value of such nominator's share or interest 
as ascertained in accordance with the rules or by-laws after dl'ducting 
all sums due to the society from the nominator. Provided that the 
society shall transfer the share or interest of the nominator to such 
nominee, heir or legal representative as the case may be being qualified 
in accordance with the rules and the by-laws for membership of 
the sooiety or on his application within one month of the death of the no
minator to any person specified in the application who is so qualified. (2) 
The society may pay all other moneys due to the nominator' from the 
sooiety to such nominee, heir or legal representative as the case may be. (3) 
All transfers and payments made by the society in accordanoe with this by
law shall be valid and effeotual against any demand made upon the society 
by any other person,. Model by-Iaw& of Land Mortgage society provide 
that any member or'the society may by writing under his hand deposited 
with the societ.y nominate any person (other than a servant or officer of the 
society) to whom the whole or any part of his interest in the society should 
be transforrd in the event of his death, provided that suoh person is the 
legal heirto the land on tbe security of which a loan has been made to the 
member. A fee of four annas will be charged for recording such nomina-
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tion8andany subsequent revocation or variation. In the event of no such 
nomination having been made, payment shall be made to such person as 
may appear to the Board to be the heir or representative of the deceased, 
provided that such person is also the leg al heir to the estate on the security 
of which a loan was made by the society to the deceased member. Model 
by-laws ot Producers' societies provide that on the death of a member the 
amount standing to his credit shall be paid to his heir nominated by him, or 
in the absence of snch a nominee to such person as may appear to the 
Committee to be entitled to receive the amount as heir or leg al representa
tive of the deceased member on his executing a deed of indemnity to t~e 
80ciety. 

Note -In view of cl. (3) to s. 27 which protects the society from litiga
tion a deed of indemnity to the society seem, unnecessary. 

<f) provide for general meetings ofthe members and 
for the procedure at such meetings and the powers to 

. be exercised by such meetings; 
Commentary. 

Hislory.-This is same as s. 43 (2) (f) of Act II of 1912. (Ap· 
pendix B). Act II of 1912 did not make any provision for general 
meetings or special meetings. The matter was left to rules and by
laws. S. 120fthis Act makes provision for the general meeting of 
its members. S. 13 prl)vides for a special general meeting. A 

.general meeting shall be called at the conclusion of the liquidation 
probably by the liquidator. [Rule 38 (9). ] For the procedure to 
be followed, see notes to ss. 12 and 13 at pp. 87-91 ante. 

Powers of general or special meeting.-(I) By a resolu
tion of a general meeting a society may change its name (s. 14). 
Any two or more sollieties may amalgamate as a single society 
by a resolution at a special general meeting (s. 15). (3) Amend
ment of by-laws shall be valid only when approved by a general 
meeting (s. 16). This is to be decided not by a simple majority 

. but by two-thirds of the members present (rule 6). (4) The sur
plus assets of a cancelled society may be devoted to some object 
of public utility determined by the general meeting of the society 
(so 52). (5) Bad debts may be written off against the reserve fund 
with the sanction of a general meeting (Rule 12). (6) The assets 
of a Housing society shall vest for the purposes of winding up or . 
dissolution, in three persons, one of whom is to be nominated 
by the general meeting of the society (s. 53). (7) The maximum 
liability which a society with unlimited liability may incur in, 
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loans and deposits from non-members shall be fixed in a' general 
meeting (Rule 7). (8) A member may be expelled from the society 
by the general meeting (this can be done by a vote of not less 
than two thirds of the members present at such meeting in 
unlimited credit societies). A society must make by·laws providing 
for the mode of holding meetings. [Rule 4 (c)]. 

Model by-law. provide for the following :-(1) Supreme authority shall 
be vested in the general meeting which is probably held in April every 
year. (2) Notice of all general meetings must be issued by the Secretary. 
In most of the m~el by-laws it is provided that in the calle of annual 
general meeting ten days notice and in the case of a special general meet. 
ing five days' notice should be given. (3) The date, hour alia place fixed 
for the holding of the meeting should be specified and also the nature of the 
busines8 to be transactea in the meeting should be stated. (4) The President 
shall be elected by the members p~ent at all general meetings. He is res
ponsible for seeing that the business iii conducted in an orderly manner. 
(5) Quorum.-Model by-laws generally provide that thr\le-fifths of the total 
number of members or 25 members, whichever be less, shall form a quorum 
at any general meeting. (6) Acljoumme1l1s.-If on the day of the meeting 
there ia no quorum or if all businpss is not completed, the consideration of 
the remainder of the business may be abandoned or adjourned to another 
day. If on the day to which the meeting is adjourned!lo '1uorum is obtain
ed the business shall be disposed of without one. (7) Voting.-Each mem
ber present shall be entitled to attend and exercise one vote. The President 
shall have a casting vote in addition to his ordinary vote. For voting by 
proxy, see notes under the head "Voting by proxy" at p.l00 allis. (ll) 
Recora o!proc(Jedings.-The proceedings of general meetings shall be record
ed in a minute book. All business discussed or decided at a general meet
ing shall be reoorded in a proceedings book which shall be signed by the 
Chairman of the meeting (Better living 8ocieties). (for details see Handbook 
of Co-operation for Societies in Bombay and Sind by the writer. ) 

The duti .. of Annual general meeting:-(a} To elect a President of the 
meeting. (b) To elect a Managing Committee, to appoint a Secretary' and 
any other officers, required for the ensuing year and to fix their remunera
tion. (c) To fix the limit upto which capital may be raised by the com
mittee. (d) To receive the balance sheet of the last year from the 
managing oou.mittee. (e) To consider any communications or audit memo· 
randum received from the Registrar or his staff. (I) To consider any other 
business placed before it by the committee. (Not,.-The business transact. 
ed should be only such as directly and immediately relates to its objects ad 
declared in the registered rules). (g) To consider any' matter brought 
before it after due notice by a private member. 

Procedure.-The President is responsible for seeing that the business is 
conducted in an orderly mauner. Every name proposed for election should 
be duly proposed by one member and seconded by another. Votes may be taken 



Sec. 71 (2) (,)] Bomba, Act VII of 1925 309 

either by show of hands or by ballot and it is the business of the President 
to announce the result, Subjects snoh as placing the balance sheet, any 
communication or audit memorandum received from the Registrar or the 
auditor and other matters prepared by the managing committee should be 
laid before the meeting by the Secretary. They should then be open to 
discOBSion and if any member wishes to propose a resolution or alteration on 
any point he may do so and the President must put it to the vote. The 
Secretary should note the name of the proposer and seconder in the minutes, 
the lubstance of the discussion, the final resolution and the number voting 
pro and con. (see also notes to pp. 87-91 antll. ) 

(g) provide for the appointment, suspension and 
removal of the members of the committee and other 
officer~ and for the procedure at meetings of the com
mittee and for the powers to be exercised and the 
dutie~ to be performed by the Committee and other 
officers; 

Commentary. 

Note.-S.43(g) of Act II of 1912 is reproduced here. (Appendix 
B)(N.B. See notes to s.3under the head 'Committee' at p.16 supra.) 

A Committee or the-Managing Committee is not pre
scribed in t.he Act. However, the Act assumes the existence of 
a managing committee. Otherwise there would not have been the 
reference to it in B. 27 and there would have been no necessity 
of defining a Committee in B. 3 (b). Rule 4 (d) made under B.71 
(g) directs that every society shall make by·laws providing for the 
mode of appointment and removal of members of the Committee 
and of the officers, if any, and the duties and powers of the Com
mittee and officers. (See p. 3 of Appendix A, infra.) 

ElectiOll of a Committee.-The committee is to be chosen from amongst 
the members who must continue to take practical interest in the bulineM of 
the society, and who are expected to have an equal opportunity to sarve. It 
'may be, therefore, necessary to change the personnel frequently. It is the 
duty of the genersl meeting to elect a committee aud to appoint a seoretary. 
The committee ia to he elected in general meetings. The committee must 
consist of not leas than two members (if. the remarks of the Committee on Co_ 
operation under the head 'Management' .}where a registered society is a mem
ber it may elect a member tothe committee of the larger body. Every name 
proposed for election should he duly proposed by one member and seconded by 
another. Votes may be taken either by show of hands or by ballot. The consti
tution being purely republican each man should have one vote and no more 
in the general meeting. Tbe committee should elect its own Chairman unlea~ 
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otherwise provided for in by-laws {Credit Bocietiell with limited liability.} 
When present he shonld preside at all committee meetings. When he is 
absent the members present may elect a Chairman from among themselves. 
The Chairman is entitled to a casting vote in addition to his ordinary vote. 

Illiteracy in itself is not a disqualification but the committeemen should 
as far as possible be literate people. It should be noted tha t in the case of 
agriculturul co-operative credit societies which form the bulk of the socie
ties, the accounts cannot be maintained without an educated secretary. More
over, the Chairman and at least one member of the Committee lIhould also 
be able to read aod write in order to keep an effective control on the Secre
tary. Bnt it should always be remembered that in the committee character 
and unity of purpose is of more importance than edncational acquirements. 

Management.-The committee on the establishment of co· operative credit 
societies in India in 1901 wrote:-" Experience in England, ItalY and 
Germany hall shown tbat tbe success or failur" of any co-operative society 
must depend in great measure on tbe manner in which the members to whom 
the management and supervision are immediatdy entrusted, carry out their 
duties. The question of management is, therefore, one or ,"ital importance." 

.. Management should be in the hands of a committee, of not less than 
three members of the association, who shonld be eJected by a majority of 
the members, and it is desirable that a certain proportion of the committee 
members should retire in rotation each year. Persons who come under 
certain disqnalifications such as bankruptcy, should cease to be members of 
the committee. The officers of the society should be appointed by the 
committee and should, if possible, be members of the association. The 
services of the committee should in all cases be gratuitous. 0 illcers 
of the association, who are not membflra of the committee might if the 
state of the funds permitted, be granted honoraria out of profits by a re
solution of a general meeting of the association." The Managing Committee 
.hould work as a committee. It should do its work regularly and aa a 
whole and that it should not hand over its responsibilities to one or two 
active men At the same time it should be remembered that the ultimate 
authority &.hould never be delegated to the office-bearers bot should be re
tained in the hands of the m~mbers or in other words tbe committee should 
not be placed beyond the control of the general meeting ( See thtl Report of 
th 6 Committee on CO'operation 1915) . The Managing Committee may dispose of 
its business more informally tban the general meeting; but here again a 
quorum is necessary and a Chairman should be elected who is responsible 
for seeing that all questions are properly discussed and voted upon. The 
decisions of the Committee should be fully recorded by the Secretary in a 
separate minute book aud he should see that no important point on which a 
decision is required is overlooked. For instance, in sanctioning a loan the 
committee must decide (a\ amount of loan, (b) purpos" of loan, (c) nature of 
security or nl\me! of sureties, (d) the period of repayment. The Chairman 
and the Secretary Ahould sign the minute hook which should contain the 
names of all committeemen prestmt. 
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The Committee eserei.ea powed of the .ociety with certain limitationl: 
-The Committee derives its power from the society and along with the 
society it is bound by the Act and the rules framed thereunder. The Com
mittee exercises all the powers of the society except those reserved for a 
general meeting subject to any regulations or restrictions duly laid down by 
the society in general meeting or in the by-laws. The by-laws provide for 
this. (cf. model by laws of cr~dit aocieties with unlimited as well as limited 
liability and of other aocieties also). 

Committee to exerci.e prudence and diligence of ordinary men of bu.i
nen :-Model by-laws generally provide that in the conduct of the affairs 
of the society the Committee has to exercise the prudence and diligence of 
ordinary men of business. The Committee is responsible for any loss sus
tained through acts contrary to the law, the notified rules and the by-laws 
(model by·laws for credit societies for salary earners provide that the Com
mittee shall be liable jointly and severally for any loss befalling the aociety 

. on account of any loan or instalment which has been over-due for mllre than 
Bix months without its permission, unless in that period Ii suit has been 
filed or the case referred to arbitration) and the society can take action 
against the Committee in arbitration undfr s. 54 and tge money m.sy be 
recovered through Civil Court on a certificate from the RegiBtrar or as pro-. 
vided by the law aud the rules in force for the recovery of arrear!! of land 
revenue (II. 59). see notes to pp. 275-81 ante. 

Reaponsibility of the Committee :-Any act which is beyond the objeeta 
specified in the by ·laws is ultra 'Vires and void' aud if performed by the 
Committee or auy office-b(>arer is not binding on the members. If thereby 
any loss is incurred the official responsible is personally liable. As between 
the society and its members a course of dealings at variance with the rules, 
for whatever langtb of time it may be puraued aDd acquiesced in, is of no 
validity whatever. 

Act. of the Committee are valid :-As regards third parties the society 
seems to be bound by the acts of the Committee and model by. laws gene
rally provide: .. All acts done by the Committee or by any person acting as 
a member of the Committee shsll notwithstanding that it is afterwards dis
covered that there was some defect in the appointment of such committee or 
person, be valid, as if, the Committee. or every such person, ,had been duly 
appointed." 

Powers and dutie. :-.Aslaid down in model by-laws in the Bombay 
Presidency the Managing Co~mittee have the following powers and duties:-

(1) To observe in all their tran.sactions the Act, the notified rules, and the 
bY-laws; (2) to maintain true and accurate accounts of all money received 
and expended; (31 to keep a true account of the assets and liabilities of 
the society; (4) to keep a register of members corrected upto date; (5) 
to prepare and lay before the Annual General Meeting a profit and loss 
account and a balance sheet; (6) to examine the accounts and see that they 
are properly kept up, sanction contingent expenditure and supervise the 
maintenance of the prescribed registers. In the case of credit Bocieti8s:-



3i2 the Bombay Co-operative Societies Act. t Sec. 71 (2) Cg) 

(a) to raise capital, (b) to sanction loans to members, (c) to watch over 
their recovery, and id) to see that loans are applied to the purpose approved, 
(7) to consider the inspection nc,tes of the Registrar and the Auditor and 
take necessal'Y action, (8) to summon general meetiDgs in accordance wit.h 
by-laws; (9} to assist in the inspection of the books by any person autho
rised to see them, (10) to appoiDt, sUBpend 01' dismiss employees when 
authorised to do, (11) tbrough any member or officer or employee of the 
society or any other person specially authorised to institute, conduct, de
fend, compromise, refer to arbitration or abandon legal 'proceediDgs by or 
against the society or committee or the officers or employees, (12) gene
rally to carryon the business of the society. The committee cannot dele
gate powers to sny one unless specially authorised to do so by general 
meeting or by-laws. For instance, model by-laws of Irrigation societies 
provide that the committ.ee may delegate any of its powers to a sub·commit
tee of its own members. 

Removal of a member of the Managing Committee :-As has been stated 
elsewhere a committee is to be elected from amongst its members. It is 
therefore, needless to state that a committeeman may be removed for any 
of those reasons which are sufficient to expel a member from the society 

. [See notes under s. 71 (y)~. A committeeman may be removed for any 
of the followi.og reasons .-(1) If he acts contrary to the interests of co
operation. (2) If he carries on any business similar to that of the society. 
For instance, the object of credit society is to lend out funds to its members 
at a very moderate rate of interest. If a man does money-lending for his 
own benefit he is disqualified from beiDg a member of the committee. (3) As 
laid down in the model by-laws of Irrigation societies :-(11.) If he becomes 
bankrupt or compounds with his creditors, or (b) becomes of unsound mind 
or (c) is convicted of an offence, or (d) ceases to hold the necessary quali
fications, or (e) absents himself from sufficient number of meetings of the 
committee without special leave or cause, or (f) is concerned in the profits 
ohny contract made by the society. (4) Model by-laws of Better Living 
societies add :-(x) If he is sued in arbitration, or (y) absented himself 
from two·thirds of the committee meetings or more without showing ade
quate cause. (5) As laid down in model bY'laws of Land Mortgage so
cieties.. If he commits default in respect of a loan taken by him through 
the society. 

A lIenon ia diaqualified to act .. a committeeman in the following 
cases ;-(1) Minors cannot incur unlimited liability. Moreover, liability· 
cannot be enforced against them. They should, therefore, be excluded from 
a committee. But at the same time it should be remembered that except for 
the provision that at the time of registration of a society it must consist of at 
least ten persons above the age of eighteen years (s. 7): There is nothing 
in the Aot or rules to show that their election is illegal. By-laws may I:e 
made to provide for the exclusion of minors, (2) persons who ~re legally or 
mentally disabled and lunatillS oannot enter into a oontmot and, therefore' 
they should be held to be disqualified for eleotion on the committee. (3) 
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Pel'lODB who are bankrupt are on the same grounds heM to' be unfit to' serve 
on the committee. (4)' Persons who are oriminally collvioted should 1I0t be 
elected aa members. Character is the basil of everytbing. Therefore. no 
body who is of a bad charaoter should be admitted. (<» PersoDB who do not 
hold the specified minimnm number of sbaree as required by tbe by-I:nvlJ lUll 
disqualified. Model by-laws of Labourers' and Artisans'societies (limited) 
provide that a member of the managing committee must own at least ten foily 
paid up shares. A committeemau must hold at least five fully paid up shares. 
( MOlkl bv-laws of Housing Societies) So allio those who are members for a 
shorter period than is specified in by-laws are disqualified under bY-laws. 
(6) It ia an ordinary principle of, law that a person who holds an office 
or place of profit under the society or one who carries on business cannot 
be a member of that committee. (7) The lIame principle ,as stated iii 
clause (6) above applies in the case of near relatives. and, therefore, it ~ 
clear that one who has his near relative. such as the son OJ" father employed 
by the society ahould not be allowed to be a member of tlui commiftee. 

The Secretary should he choseu fl'om amongst the memhers. He should 
be energetic, reliable and if possible experienced. It is very important thati 
he should be literate. Otherwise he would not he able to keep the accouilts 
(see noter under the head "Illiteracy at p. 310 Supra. 

The dutiea of the Secretary vary according to the various types olaocie
ties. But the following are the most eommon :-(1) To summoll and attend' 
all meetings of the society and of the committee f (2) to record the pro. 
ceedings of Buch meetings in a minute book; (3) to make disbursements 
and to receive payments under ordera of the Managing Committee; (4) to 
have charge of the documents and other papers and to keep all accounts and 
registers required by the by-laws. to prepare sll receipts ( and to sign them: 
along with a member of the managing committee-Model by-laws Q{ share 
societies witll unlimited liability for canal areas etc. ) vouchers, balance 
sheets and other documents required for the transaction of the business o£ 
the society, to conduct correspondence, and to supply all needful informa
tion to the members. (5) In the case of Taluka Development Association 
in addition to the above he is to guide and supervise the work of the Asso; 
ciation field man, etc. who is to work under the orders of the, Secretary., 

(It) prescribe the accounts and books to be kept by 
a society and provide for the audit of such accounts 
and the charges, if any, to be made for such, audit; 
and for the periodical publication of a balance sheet 
showing the assets and liabilities of a society; 

Commentary. 

Old law.-This corresponds to s. 43 (2) (h) of Act II of 1912,; 
40 . 
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It is essential that accounts should be well-written in order that 
a society may be placed in A class (very good). Societies which 
have reached A ClaFoS have the first claim to enjoy all the financial 
and other facilities which the co-operative Department can provide. 

Accounts and books which every credit society is 
required to keep are given in rule 14 (see Appendix A for rules.) 

Account. and Peturns.-The submission of accounts 
and returns by societies is governed by rules (see rule 14 in 
Appendix A) under this section. The form of the returns to be 
prepared by societies depends mainly on the manner in which 
statistical information has. under the orders of the Government 
of India. to be supplied by Registrars to the public in their 
Anuual Administration Reports. Orders on this point were 
issued by the Government of India on the recommendations of the 
first Conference of Registrars in 1906 when they prescribed the 
publication of information by districts showing the total figures 
for societies in the form of (a) a Receipt and Disbursement state
ment (b) a Profit and Lou statement and (c) a Balance sheet. 
The form of the returns was after consultation with conference of 
Registrars heldin 1912, amended in 1913 in order to meet the 
conditions of the new Act. and to supply certain information 
needed by the International Institute of Agriculture in Rome.
See Repart o/the Committee on Co-operation in India (1915). 

Model forma of registers, accounts and books with instructions as to 
how to fill them are given in the Handbook of Co.operation for Societies 
in Bombay and Sind by the writer. 

Periodical publication of a balance sheet is provided for 
in rule 19 while rule 18 requires a financial statement from 
Central and Urban Banks. 

For Audit chUBa llee notes to s. 2:! under the head "Audit Charges" at 
pp. 123-26 IUpra. 

Scale of Audit fea is given in the Hand book of Co-operation for Societies 
in Bombay and Sind by the writer. 

(i) prescribe the returns to be submitted by a society 
to the Registrar and provide for the persons by whom 
and the form in which such returns shall be sub
mitted; 
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Commentary. 

Old law.-This corresponds to s. 43 (i) of the Co:operative 
Societies Act, 1912. (see Appendix B ) 

For aD aDDual balaDce sheet to be published see rule-19 
in Appendix A. So far as Central and Urban Banks are con
cerned see rule 18. Statements of periodical returns of receiptli 
and disbursements to be submitted see rule 16 (ibid). FQr a 
property register to be submitted by Housing- Societies see 
rule 17 (Wid). 

Notea.-The returns should &8 far as p088ible be submitted by the societies 
themselves. The auditor should bear in mind the necellSity of teaching 
secretaries how to fiD up the annual returns. Thi8 will give tbe officera of 
the 8OcietY80me training in preparing and keeping acconnts in a business 
manner. The returns are audited annually by the auditor. In case where 
they are allowed to be audited by the auditors other than those appointed 
by the Registrar the names of such auditors should be given. 

(j) provide for the persons by whom and the form 
in which copies of documents or entries in books of 
societies may be certified, and for the charges to be 
levied. for the supply of such copies; 

Commentary. 

This is s. 43 (j) of Act II of 1912 with a few additions. [ see 
Appendix B for the old Act. See also notes to s. 31 (ante). ] 

U Certified Copy" means a copy of any entry in the books 
of a bank, together with a certificate written at the foot of such 
copy that it is a true copy of such entry, that such entry is con
tained in one of the ordinary books of the bank and was made in 
the usual and ordinary course of business, and that such book 
is still in the custody of the bank, such certificate being dated 

_ and subscribed by the principal accountant or manager of the 
bank with his name and official title.-S. ~(8). Bankers Books 
ElIidenc'J Act, 1891. ' 

Notes.-Any officer of the society may certify copies of docu
ments or entries in the books of a society (rule 15). They will be 
considered as admissible in evidence (s. 31). No rules have been 
made for the charges to bo levied for the supply of certified copies 
of documents or entries in books of societies except an application 
for (l) registration (2) by-laws (3) amendment of by-laws (4) 
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certification of registration (5) orders for cancellation of regis
tration (6) audit memorandum (7) annual balance sheet. (Rule 16 
Appendix A) 

If a society is ordered to produce books by a Court or Judge 
for special cause, the society may apply for costs for such produc
tion. 

(k) provide for the formation and maintenance of a 
register of members, and where the liability of the 
mem bers is limited by shares, of a register of shares; 

C_mentary. 

Old law.-This clause corresponds to s. 43 (2) (k) of the Co
operative Sociaties Act, 1912. (See Appendix B for the old 
Act.) 

Rule 14 provides that every credit society shall' keep (a) a re
gister of members including persons nominated under s. Z7 and 
(b) a register of shares and debentures (where capital is raised 
by shares or debentures). The same rule provides that societies 
other than credit societies shan keep a register of members in
cluding persons nominated under s. 27. (See rule 14 in Appendix 
A.) 

Commentary. 

(l) prescribe the payments to be made and the con
ditions to be complied with by \llembers applying for 
loans, and the period for which loans may be made, 
and the amount which may be lent to an individual 
member; 

Old law.-This clause corresponds to s: 43 (2) (0) of Act II of 
1912. (See Appendix B for the old Act). 

[ See notes to s. 71 (2) (c) supm ]. 

Loan, by member. of Managing Committee -The natural tendenoy of the 
members of the Coremittee of Management is to appropriate the major 
portion of loana for themselves. An attempt haa been made to repr811S this 
by Oxing the proportion of the amuunt of loan to the members of the 
Managing Oommittee to the total amount lent to members. In order that 
all \nfluential member of the committee may not get excessive credit which 
may ca98e serious loss to the society 88 suggested by the Committee on Co
operation (1915) by·lawa are framed fixing the maximum loan for each 
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member. A member of the Managing Committee may not vote on his own 
application for a loan (Model by.law of credit societillB with unlimited liability.) 
Not more than one·tenth of the total capital of the society may be on loan at 
any tim. with the members of thl! managing committee. (Modd by·laws of 
credit lOCieliu with limited liability\, The chairman and the vice·chairman 
are ineligible to receive loans from the society (Model by. laws of creelit 
,oc.,ti/l8 for ,alary earners, Umited). 

Not more than one-fourth of the total amount lent by the society sha.ll be 
on loan at any time with the members of the managing committee (model by
lawsfor Dairy &C;,t;'8). Any member of Board of Directors whp commits 
default in respect of a loan taken by him through the society shall ip80 facto 
be considered disqualified to continue as a member of the Board. In no 
circumstances, shall a defaulter continue to hold office as a member of the 
Board at Directors if his default continues for more than three months. 
(Mod6Z bv·lalDs of Land Mortgage Societies, Limited). 

Paymeala to be made and conditions to be complied with by members.
Loans are not to be made to any person other than a member [s. S4 (1)] and 
no rights of membership are to be exercised till due payments are made or 
such interest as is prescribed by lules or the by.laws is acquired (s.17). 
The committee on the establishment of co-operative credit societies in India 
(1901) considered that in the case of societies founded on a share basis, no 
loans should be ma.de to any member who has not paid at least Rs. 5 to· 
wards the value of his share and undertaken the obligation to pay up the 
remainder of the share within a fixed period, whieh should not exceed five 
years. 

Order of prefereuce.-Credit societies were originally meant to assist 
those who wanted loana of small sums for short periods for example, agri
culturists needed money to buy seed. cattle, manure and implements and 
Bnch otherpW'poses. Carpenters, black-smiths, weavers, and others living 
in villages wanted money to buy tools. wood, iron, yarn, etc. In order to 
produ:lll crops cultivators had to incur expenditure 5 or 6 months or some· 
times for a longer period before the crops were harvested and sold. In 
coDBidering applications for loans the committee of ordinary credit societies 
should give preference to short term loaDS. It is suggested that the greater 
part of the business of the society 8hould be in short term loans which in 
the case of village societies should usually be for a few months only. It 
. is difficult for ordinary village credit societieR to take upon them to clear 
olI old debts without an amonnt of capital. It is best to prefer to restrict 
members' demands to their bare requirements for the current expenses of 

agricnlture and industries. In short, the object is to see that the capital is 
not locked· up in long term loans: that the amount available is used by 11.& 

many members as possible to meet their urgent current demands. In case 
of short term loanll the money remains in circulation and a large number of 
members can take advantage of the capital at the disposal of the society. 
(See also notes to .. l!4 at pp. 176-82 ante.) 

The amounl which may belent.-It is laid down for tbe guidance of the 
committee that in cODsiderinl! applications for loan it should form its OWl! 
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opinion about the amount needed and should cut down all requests that 
seem unreasonable or excessive. But this does not mean that they should 
sanction loans of lesser amounts than are really necessary. Insufficient 
amount will compel the members to borrow from money· lenders on harder 
terms and the real object of tho society will be frustrated. The general 
principle is that capital should not be locked up in big loans by ordinary 
village credit societies. Land Mortgage Societies and others of that type 
are started to handle the problems of big loans lor long periods. Govern
ment of India in their Resolution No. 1-63.3, dated the 29th April 1904 
said ... It· is exceedingly inadvisable that the societies should be allowed 
to lock up their capital (which is bound to be limited) in a form in which it 
is not readily available; their most useful form of business will probably 
be small loanll for short periods with prompt recoveries" (para 21). 

The model by.laws of credit societies of limited liability prescribe that no 
member should be given a loan which together with any money owing by 
the member to the society shall exceed Rs. 500 without the special sanction 
of general meeting; that not more than one half of the total capital of the 
society shall be on loan for periods exceeding one year and not more than 
one·fourth for periods exceeding two years, A loan may be granted on 
perBonalsurety who are members of the society at the discretion of the 
oommittee; that a bond from the borrower shall be taken but if the loan does 
not exceed Rs. 100 a promissory note may be acctlpted at the discretion of 
the oommittee. The amount of loan to be advanct.d depends upon the 
purpose in view. For example, loans are required for the liquidation of old 
dehts or land improvements. This class of cases involves large sums of 
money. The maximum amount of 10lln for the liquidation of old debts or 
land improvements is fixed at Rs. 750.-(Model by·law, of credit 80cieties with 
""limited liability and share 80cieties with unlimited liability). The maxi· 
mum amount is fixed at Rs. 1,000 in case of loan to a single member for 
purposes such as iustallation or purchase of costly agricultural plants, 
purchase of land or bringing under cultivation forest or fallow lands.
I Model by.law8 for land mortgage societies, limited). A loan may be granted 
to a member upto ten times the value of his paid up share capital subject to 
a maximum limit of Rs. 1,000. (Model by-law8 for sharlJ societies for salary 
earners, limited.) EVllry member must hold one share for every as. 100 or 
fraction of Rs. 100 which he borrows through society (model by.law, of 
land mortgage share 80cieties, limited). Loans to meet the current agricul· 
tural expenses will not involve large sums. (N.B.-The Seventh Conference 
of Registrars (1913) had expressed a oontrary view.) By· laws provide that 
the annual general meeting should fix the maximum normal credit of every 
member (credit societies, u1llimitecl). The normal credit· should be the amount 
believed by the general meeting to be sufficient to meet a member's current 
agricultural expenses (Sixth Conference of Registrars, 1912). Loaus with· 
in this limit may be granted on the demand of the member for one year 
on the authority of the Committee, Whea additional sums are required 
( i. e. for discharge of old debtB, redemption of mortgages', eto.) the sanction 
of the li/eneral meeting is required. 
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PUrpc.M or object. of the loaa.-The Act itself is silent on the objects 
for which loans may be granted. But by-laws are to be made to define the 
pnrposes for which advances may be made. It has to be remembered that 
loanl must not be made for speculative purposes which so far from en
couraging thrift and honesty have exactly the opposite effect. Loans should 
be given ouly for productive purposes or for necessaries which as essentials 
of daily lile, can fairly be classed as productive. The committee should 
make itself lure that the borrowers are in a pOlition to repay the loaus 
from the income that they will derive from their increased productive capa
city, or that by the exercise of thrift they can effect a margin of income 
over expenditure which will Buffice to meet the instalments of their loans 
as they fan due. A co-operative society is boulJd by its objects to promote 
the interests of its members. It is not the idea that a credit society is 
formed to lend money for the sake of business only. Its object is to provide 
credit for certain approved transactions which promise to repay the outlay 
with interest and which will improve the position of the borrower.-The 
creditors' and for that matter the Bociety's real security consists not in the 
material assete of the members but in the ability and desire of the members 
to put the borrowed money to productive purposes· and to repay the loan 
out of the profits made thereby. In brief each loan should mean so much 
earning capacity, so much producing power for the individual borrower· 
Tbe primary object of co·oreration in India is to free the cultivator from 
the vicious system of credit under which money, more money and still 
more m'lney was continually pressed upon the peasao.t proprietor until he 
became bouo.d hand and foot to his creditor-a pystem under which the 
creditor is in danger of being turned into a tyrant and the debtor into a 
serf. Economic freedom is a condit·ion precedent to progress, and to the 
Indiao. cultivator no freedom is possible till the power of money-lender is 
broken. Money-lenders do not necessarily make special enqniry into the 
object of the loans. An ordinary money-lender is such a curse to the 
society because he does not care to keep himself conversant with cir
cumstances of his client aud to satisfy himself that the money is required 
fOrBome legitimate business purpose. The credit society uo doubt repre
sents a form of money-lending but it is totallY different from that of an 
ordinary money-lender. The latter in strict conformity with business 
thinks of nothillg but his own advanta~e but a society has to think only of 
the advantage of its members. Provided that a man's credit is good, the 

. money. lender cares nothing that his object in taking a loan is bad. Nor 
will he try to recover his princip"l as long as he believes it to be safe; on 
the contrary as likely a8 not he will tempt his client to borrow more. In 
contrast with this the 80ciety will not lend unles8 both credit and objects 
are good, and it insists moreover upon punctual repayment. In this way 
cultivator is taught the rudiments of sound finance. and while he is learn
ing, his borrowing is carefully controlled. It is the experience in Europe 
that without control even an educated peasant will borrow not as he must 
but as he can. The magic of co-operation lies iu the fact that it substitutes 
for the money-Iender'8 demoralizing system, an organisation under which 



320 The Bombay Co-operatite Sbcleties Act. (Set. h (~) (1). 

credit is controlled and debt restricted. The money-Jender, provided credit 
is good, rarely enquires the purpose of a loan, and as he is deaiing with a 
careless improvident class is obliged to guard against loss bya higher rate of 
interest. On the other hand the society will (or should) only advance money 
if it is satisfied that it is either for a neceBSity or for a productive purpose; 
and it can afford to charge a much lower rate of interest as the risk of loBS 
is much less when loans are not indiscriminately given; a defaulter too, can' 
be subjected to the pressure of neighbours who will be losers if he does not 
repay; and also for the fact that with greater control, it can afford to 
charge a moderate rste of interest aud forego compound interest altogether. 
Loans no longer double themselves iu three or four years and so much is 
saved in lower interest charges that old debt can be reduced anil be finally 
r"paid in full. Another and most important difference between the two 
systems is that the money·lender, considering his own adTantage alone, is 
far from straight in his dealing and invariably charges compound interest. 
It should however be remembered that it is not the object of co.operation 
to reduce debt so much as to replace unproductive debt by productive and to 
provide the cultivator with a sound, well·controlled system of credit which 
will be as inimical to waste as it should be favourable to development. 
Credit societies are primarily meant for supplying the cultivator with work. 
ing capital; ordinarily they should grant loans for none but productive pur. 
poses. The grant of loans for such strives to promote the ecouomic interest.s 
of their members and they seek to do this by providing money· for purposes 
which will enable the members to repay principal and earn a profit. In Iudia 
it is not found possible to confine loanl' to productive purposes. There are 
necessary expenses which the members must iucur and it is better that they 
should borrow from their society rather than from the village money-lender. 
However it has to be remembered that expenditure on . unproductive objects 
weakens the economic position of the members. The society has to guard 
against granting such loans too easily and so leading the members into in· 
creased indebtedness. It is presumed that members will generally be men 
of limited means whose position has to be improved by the provision of 
capital. It is obvious that their economic position cannot be improved by 
providing them with money for unproductive purposes unless the expendi· 
ture is 80 inevitable that if the members cannot get loan from the society 
they will be driven to borrow on harder terms elsewhere. The Poona 
Conference (1916) adopted the useful suggestion that the credit of individual 
members should be assessed under two heads: current agricultural expenses 
and other purposes. For the former individual cash credits might be open· 
ed. The Committee on Co.operation (1915) in para. 73 oonsidered that when 
societies are firmly established on correct principles there is no better way 
of meeting the needs of members. It is, therefore, very important that the 
committee should inquire into the object of the loan. This does not mean 
that the committee should not give loan for unproductive purposes iu any 
case. The committee on ~he establishment of co.operative credit societiOl! 
in India (1901) considered that there was no objection to loans being made 
for expenses connected with marriages and other domel'tic occurrences 
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provided that the borrower had had a deposit account with the society for 
the past three years, and that the amount so lent did not exceed 50 per cent. 
of the annual average of his deposit account during the three years. Custom 
and sentiment demand expenditure for unproductive purposes aq,ch as 
marriages and other domestic occurrences and it is most improper to refuse 
loans for them. There are certain ceremonia~ expenses which public opinion 
demands and it is necessary that the society should advance money for 
them. If the society will refuse to satisfy the needs of the members they 
will be compelled to borrow from the money-lenders ou harder terms. This 
will relult in ultimate 1018 to them. The committee has to see that ex
penditure was inevitable and that it was not excessive (Oommittee on 00-
operation in l"dia, 1915, para. 62). 

The Government of India after full consideration of the question decided 
to refrain from placing any restrictions on the objects for which loans are 
granted. ( Sir D. lbbetson referred to'by Ray. p. 271. ) The committee on the 
establishment of co-operative credit societies (1901) wrote:-As regards 
the purposes for which loans should be made we consider that in the case of 
associations on a share basis with limited liability no restrictions need be 
insilted on. In the case of associaticns without share capital, loans and ad
vances should only be granted (1) for purposes industrially or agricnlturslly 
productive, such as the purchase of cattle. seed, agricultural or iudustrial 
implements. purchase of raw materialfor manufactures, farm improvements 
including buildings and the like; (2) for the liquidation of debts due by 
a member prior to his election; if an arrangement can be made whereby the 
borrower's total indebtedness is brought within his powers of repayment 
within a reasl>nable period; (3) for payment of rent or revenue. 

Notea.-The purpoSe or the object of the loan should be stated by the 
applicant. The committee may sanction if it appr()ves it. The committee 
should see that all loans are used only for tbe purpose for which they are 
advanced. When a loan granted for a specific purpose is misapplied the 
committee has power to recall it with interest (model by-laws 0/ credit 80cie
li88.) It ia no argument in favour (of unproductive loans to say that they 
are fully secured. Sureties msy be quite good but they do not expect to be 
called upon to repay and would resent any effort to recover from them. 

The success of co-operstive societies and the confidence they can attract 
from outside depend npon the ability and desire of the members to put the 
borrowed money to productive uses and to rep ay the loan out of the profits 
made thereby. Each loan should mean so much earning capacity, so much 
producing power for the individual borrower(Oommittee on Oo-operation ~915, 
para. 2). The auditor and the inspecting officers are required strictly to 
inspect and report to the Registrar if the loans are used for the purposes for 
which they are granted. They have to test some cases. This is being done in 
accordance with the Report of the Committee on Co-operation, 1915. 

Perioda.-The agriculturist needs money to buy seed, cattle, manure and 
implements and for other purposes. In order to produce his crops a cultiva_ 
tor must incur expenditure 5 or 6 months and even upto a year before the . 
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tlrop is harvested and sold. Also if he could borrrow money for neOOllllat'y 
expenditure at harvest time and hold over his grain for two or three monthll 
he would get a much larger price for hill grain. He also requires money· 
for .marriages and other ceremonial occasions which sentiment and 
social customs impose on him. An agriculturist requires funds for two 
purposes. He requires money for long period for the purposes of 
carrying on improvemenfa in hiB land or to purchase heavy machinery or 
to buy land. He aleo requires funds for short terIM for purchasing manure 
and seeds and for harvesting crops, etc. Hut for an agriculturist to have 
any return at least six months are required. A banker does not find it pro
fitable to wait 110 long and he iB, therefore, unwilling to advance money to 
an agriculturist. The credit societies provide the best medium for the 
purpose of short term loans and Land ltortgage Societies are beat fitted to 
satisfy the needs of agriculturists requiring long term loans. (See notell to 
II. 34 under the head II Land Mortgage Banks" at pp. 177-79 ante.) A 
member applying for loan haa to stat~ the period for which it is required. 

In fixing periods for repayment the committee should alway!! be gnided 
by the principle that a loan should be repaid out of the (>utturn of that loan. 
If it is given for seed, it should be recovered from the produce of that seed. 
When a loan is made repayable in 2 years or more, it is understood that the 
payments will be made by equal annual instalments. Should the committee 
be of opinion that a loan granted by the society has been applied for a 
purpostl other than that for which it was granted it has·power to recall the 
loan with interest (model by·law of crwit Bocietiu; l/llid mortgage lIOCie.tiu, 
limited. ) The period for which loans may be grant.!d depends firstly upon t.he 
period for which a society has deposits or other funds to finance the loans 
and secondly, on the time required for the accomplishment of the object of 
the loan so that H may have repaid from the proceeds. The object of the 
co-operative society is the promotion of the economic interest of its mem
bers. It is, therefore, of no use advancing him money which he caunot 
repay from the income. The economic position of a member will certainly 
weaken if he is made to pay from his capital. His position will improve 
only when he pays from his income. Therefore, the period most he 
long enough for him to produce additional wealth. In considering the 
applicatiuns for loans the committee should have regar.i to the time to 
be allowed for repayments. Borrowers nearly a1 ways ask for ll}nger periods 
for repayment than are absolutely necessary. It is the bosin689 of the 
committee to see that the periods for repayment are kept as short as possible. 
In the case of loans for productive purposes the loans should be repaid from 
tbe profits obtained by its utilization, e.g., loans for seed or manure should 
be repaid from the outturn of the crop grown, i.e., within one year, loana 
for bullocks should generally be repayable in 2 years, and loans for land 
improvements or wells in from 3 to 5 years. In the case of loans for non
productive purposes, 6 g., redemption of old dept, weddings, doctors, 
funerals, education, the income and earning capacity of the borrower should 
'be compared with his necessary expenditure and the difference between the 
two should determine the amount which he is able to pay. In general the 
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greater pan of the bnsine8s should he in short term loans, which ,U the case 
of urben locieties should nsually be for a few montbs only. When a loan 
ia made repayable In two years or more it is understood that the payments 
will be msde by equal annual instalments. This long period characteristic 
of agrioulturists' loans nece88itates special care in the taking of deposits. 
n is, tberefore, provided by rgle 10 (Appendix A) that agriol!ltural credit 
800ieties Ihan not ac(lept deposita which are not fixed for a period of at 
least two months, e~cept savings deposit!! in such lIocieties as have made in 
their by.laWl provision for the encouragement of thrift among their mell1-
hers by the opening of savings accounts. It is the duty of societies to raise 
sufficient funds to meet all reasonable needs of their members loeally by 
eecuring fixed deposits from their own members or from other people living 
in the n.eigbbourhood. It iI, therefore, the dnty of the committee wben 
i' is advancing money lent to it on deposit to 10 arrange the dates for the 
recovery of loans that money will be anilable for repaying the depositors 
on the due dates. Societies dealing with the urbau population should be 
particularly careful on this point, as unpunctuality will damage their 
credit with the public and prevent fresh deposits coming in. 

It appears from •• 28 which limits the liability of a past melllber to two 
years, that the legislators contelJlplated that the loan transactions shonld 
be completed within this period. Liability for loans for lQnger periods 
might fallsolely on the staunch melllbers if others withdraw. . 

The Committee on Co.operation advocated by-laws fixing standard maxi. 
mum perioda all follows.-(l) Loans for unproductive purposes.--tlhort 
periods and sa a rule Dot exceeding two years. (2) Loans for trade or to 
enable cultivators to Becure reasonable prices for their p1'tlduC8 should be 
strictly limited to three montbs. (3) Loans for seed, food, cultivation 
expenses, or cattle fodder -to be repaid after the ned ensuing harvest. 
(4) Loans for purchase of carts or cattle, for liquidation of small debts, 
and for hOUBe building-to be repaid in two or three years. (5) Loans for 
liquidation of large debts, purchase or redemption of laud or expensive 
improvements of land-to be repaid in three or four years. Considera· 
tions Buch as these have led the Registrar to propose in modeZ by-laws 
0/ W/laIl6r,' Societiu (unlimited) that:-Loans sball not exceed RI. 50 at a 
time, nor be given for a longer period tban 6 months, except when they 
are made for the liquidation of old debts_ Model by-laws of dairy societies 
provide: e8l!h loans for purch8l!ing food stuffs repayable in not more than 
nine montbs and for liquidating old debts and for purchasing milch cattle 
repayable in not more than two years may be granted_ Credit .ocietiu for 
.alary /lamer. (limited) require the loans to he paid back ordinarily within 6 
or 12 months. By-law. qf land mortgage 80cieties (limited) do not prescribe 
any period for loans but state that the period of eaeh loan shall be such as 
may be prescribed by the Provinc.a! Bank in each case. 

The model by.law. of credit .ocietiea with unlimited liability provide 
that loanllihaU be grante4 for the followiug lIIuim1lIll periods:-
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N atnre of loan. 

(1) Seed, mannre, weeding and current agricnltural and 
domestic expenses. 

(2) Pnrchase of bo110clrs, carts, iron implements, etc. 
(3) Ceremonial expenses .... 
(4) Payments of old debts and large works of land 

improvements. . .. 

[ Sec. 71 (2) (l) 

Maximum 
period. 

1 Year. 
2 years. 
3 years. 

5 years 

Notea.-In villages whero sugarcane or snch other crops are grown which 
take more than one year before they can be harvested, the period for loan 
for cnrrent agricnltnral expenses may be extended 80 as to make the loans 
recoverable out of the onttnrn of the crop. BAars 80cietiu with unlimited 
liability allow ten years in case of long term loans for payment of old 
debts aud large works of land improvements. The managing commitke 
hall to abide by the terms laid down in the by-laws. Bnt the committee 
have power to extend loans for one year only where they are satisfied that 
the borrower is unable to make payment for some good reason not due to 
auy fault of his own. Extensions beyond one year may only be granted by 
the general meeting (model by-laf,C, rJ credit Bocilltiu, unZimited liability). Sea 
notes below under the head' renewals at p. 327. ' 

Intereat GIl loa ••. -Ordinarily by interest is meant that sum which will 
indnce an owner of money to part with it temporarily under conditions 
which include a practical certainty of its return. The rate of inlenst is 
easily ascertainable with snfficient accuracy from the return offered on 
government paper at the current price. This rate evidently is the minimum 
rate at which money can be borrowed. In ordinary transactions to this 
sum is80mething added in consideration of the fact that the security offer
ed is not so good as that offered by Government. This addition is really of 
the nature of insurance against loss, and over a long series of trsn88ctioDS 
it shonld be sufficiellt to make good alllossea due to defective security. A 
further addition has to be made for the costs of collecting the loan, especial
ly if the borrowers do not repay punctually and willingly, A further 
addition has to La made for the costs incurred in such things as office rent, 
clerk's pay, stationary, etc. Another thing which has to be taken iuto 
account is the fact that if dnring part of the year some of the available 
money lies idle, earning no interest, then all the income required under 
the above heads must be obtained from the grOBS interest charged for the 
period during which it is being earned. In the tran88ctions of a credit society 
these items have to be con~id~red and the rate of interest has to be fixed 80 
that over a series of years the society will suffer no loss. In so far as the 
interest charged just fo1fills this requirement, the society is carrying out 
the co-operative principle of rendering services at cost. But prudence 
suggests that the rate of interest should be pitched a little higher than this 
so that there will always be something in reserve. Practical expediency 
suggests even more; the borrower, it is urged, should be made to pay a 
little lIlore than the cost of lending so that there will in time grow up from 
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the surplus. common fund which may be regarded as the result of compul. 
sory thrift. The commmittee of 1901 was of opinion that compound interest 
should in no oase be allowed and that the rate of interest should not cxceed 
2 pies per rupee per mensem or ]21 per cent per annum, but the Govern· 
ment of India rejected the suggestion to prohibit compound interest because 
when fairly used, it is just; prompt reoovery of debt is essential to the 
working of societies. There is a danger that they may be too slack in deal. 
ing with their friends and neighbours and compound interest will provide a 
usefnl stimulus to the debtors.-(AgriculturaZ indebtednes8 in India and its 
remedies bV Rav, p.272.) The main point to bear in mind is that, in co·opera. 
tion capital is only entitled to a fair interest and nothing more. . The 
committee on co· operation thought the rate should be entered in the by-laws 
and made unalterable without the sanction of the Registrar. The rate should 
be hed in conformity with tho general object of all co-operative associa. 
tions. namely, the rendering of the best possible service ~t the lowest possible 
rate. Co.operative credit Beeks to remove the objections to interest by reo 
dncing it to the bare minimum required to attract the money needed; and 
when there has boen aocumulated a sum sufficient for the needs of any com· 
munity, there no longer remains even this Jleed for the payment of any 
interest at all. In several societies already a stage has been reached when 
it is no longer necessar, to charge any interest on loans. 

A society must make by.laws fixing the rate of interest and in regard to 
the system of calculatiou of interest on loans granted to members. (rule 4 
Appendix A. ) Model by laws of unlimited credit societies state that the rate 
of interest shall be fixed bnt it could be altered at an annual general meet
ing of the society; that the interest shan be calculated from the date of 
advance to the date of receipt, fractions of a month if less than 16 days 
being counted as half a month and if 16 days or over as a complete month. 
They further provide that iu case of loans for larger amounts for lonfler 
periods the rate of interest shall never be less than the ordinary rate but 
may be more. The very object of a credit society (unlimited) is to lend out 

'its funds to members at lowest rate consistent with a fair profit; at a mode
rate rate of intere!t in credit societies (limited) and; on reasonable terms in 
the case of societies for salary earners (limited). 

Punctuality in repayment.-Whether it was the land or the produce or 
money he wanted, there was nothing the money.lender hI. India desired less 

. thau repayment in full, for that meant the loss of a customer as well as a 
client, and the difficulty perhaps in finding a fresh outlet for his money. 
Happly for him the rates of interest in India have always been so high that 
it may almost be said, • Once in debt, always iu debt.' It was only human 
nature for the money·lender to entice the peasant proprietor to borrow for 
every want. There was no opening for his capital, the financing of agri. 
cnlture was a necessity and tbe cultivator was ignorant, improvident and 
evasive. A society's object being to freo a penon from economic bondage 
it cannot follow the demoralising system of a money.lender (sellllotes under 
the head .. purposes or objoct of loan" at p. 319) Mr. Wolff says .. rigoroq~ 
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iosistence upon prompt psyment is another characteristic feature. Harsh alS 
it may appear to people new to such banking, it is nece88ary and repre. 
sents sound policy." The Committee on Co.operation (1915) write :-..... 
There is no defect more prominent or more dangerous in tbe management of 
co-operative societies in India than the exceeding laxity and unpunctuality 
in the repayment 0 f 10Bns ......... U nless loans are repaid punctually, co· 

. operation is botb financially and educationally an illusion, Bud no exertions 
are wasted which aim at ensuring promptitude in this respect ...... There is 
nothing more important to the SUCce88 of the movement than the provision of 
clear iuformation as to the punctnality or UUpULlctuality with which loanll 
are repaid (para. 74 ibid. ) PUDctuality sllonld be secured by the application 
of personal pressure rather than by the levy of penal interest (para. 76 ibid). 
Co.operation is a business organisation and the business prillcipJes demand 
that there should be a busilless like adherence to the rules. .. Anyone who 
has experience of co.operative work in India knows nnly too well how ready 
the defaulter is with his • words of grief' and how readily, to avoid pay
ment, he will complain of the time. How great a tendency a cultivator in 
India shows to postpone if not to evade payment of his debt. The energetic 
money· lender meets the difficulty by dogging the foot-atepa of his clie!lts as 
lOOn as the harvest is cut" eays Mr. Darling in his Punjab Peasant in Pro. 
8perity and Debt. 

One of the ten cardinal doctrines underlying the co-operative ·idea lays 
down that all repayments must be made on the date fixed by the managing 
committee, and in cash and not by book adjustment. The chief test of 
the good management of a co operative society is the punctuality wit,h 
which loans are received from its members. No society can !lucceed if de
faults are common. If there is no good reason for granting an . extension , 
the money must be reoovered punctually on the due date. The mansging 
oommittee should see that the secretary warns members either orally or in 
writing about a month in advance of the date of repayment. If a member 
does not pay up punctually the chairman or the secretary shoul:! visit his 
house personally and try to collect the money by his own influence withont 
resort to coercive measures. If a member deliberately defaults in spite of 
warning the managing committee is advised to take the followiog actions 
against him :- (a) A list of defaulters to the society should be hung up 
publicly in the 80ciety'8 offioe or the chora as a disgraoe. (b) The member 
should be warned that he will be charged penal interest and this should be 
done. (c) All further loan8 to him should be stopped. (d) Written notioes 
should be served on his sureties. (e) The general meeting may pasa. 
re80lu~ion that he shall be disqualified to serve on the managiug committee. 
(f) A resolution may be passed by the managing oommittee referring hiB 
oase to arbitration. (g) Aftor reoovEring the sum awarded by the Arbitrator 
the momber should be publicly expelled from the society. The longer al'8 
the periods for which the loau8 are gr8nted tho indispensable is it that the 
debt should btl steadily reduced as time goes on. This kind of strictn688' 
forma new kiud of seourity- Mod61 by·lau:, of credit Ilocietiu, UNlimited, 
provide that whenever loan is adv8nced ou tho security of poas6880l'1 



Sec. 71 (2) (I) 1 Bomh.yAct vii of i92S 327 

mortgage of immoveable property which haa been let to the borrower during 
the term of the mortgage the borrower may be ejected from the property, in 
the even' of default. Mockl by-laws (If Umi'ed Bocieties provide for penal 
interest on overdue loan8 upto the limit of 50 per cent. more than ,that at 
which the loan waa given from the date of default on instalments not re
paid withiu 14 daya of the due date. Mockl by-lawB of land mortgage 
.ocietiu with limited liability atate that if a borrower is in arrears in 
reapect of any instalment, the whole outstanding loan becomes recoverable. 
They further provide for penal interest on overdue instalments at a rate 
higher than the usual rate. 

Repayment of loa718 in advar.ce of the instalments due is rarely made but 
the society is bouud to accept such repayment if made provided it does not 
involve the society in 108s. In advancing money lent to it on deposit or 
drawn by a Bociety from the central bank the society has so to arrange the 
datee for the recovery of the loans that money may be available for repaying 
the depositors on the due dates. If loans are taken from the central banks 
they have got to be informed of the recoveries to be expected on certain 
dates 80 that they might know how much fresh capital they have to find. 

If therefore, an un excepted repayment in advance of the due date is made 
there will be a balance in the hands of the society of which it will have no 
immediate use and for which it will ha~e been paying interest to the central 
bank. The society will have to suffer some los8 as it may require to pay 
interest to the central bank for the sum. Model by-law8 of land mortgage 
societies state that the borrower may repay at any time before the due date 
the whole or any portion of the loan outstanding against him provided he 
gives notice to the society three months in advance of the date for the falling 
in of any of the instalments for repayment of the loan. 

Reaewall.-However carefully'loans are sanctioned, accidents will occur 
which make it difficuU for borrowers to repay. Crops may fail or may Dot be 
ready on the fixed date, cattle may die, the borrower's house may be burnt 
down, hil fami17 may die of plague, floods or famine may upset his arrange
ments. In short in (1l1li88 where the committee is satisfied that the borrower is 
unable to make payment for some good reaSOD not due to any fault of his own, 
the committee may extend loans. The sixth Conference of Registrars l1912) 
considered that they might be given but only sparingly and when good ex
cuse exista and the security remaina sufficient. In Buch cases the loan should 

'not be treated 81 an arrear. The managing committee should call the 
borrower before them and, after considering his situation, should decide 
what portion of the loan, if any should be recovered on the due date and 
Ihould edend the remaining by a formal resolution for a suitable period 
(upto one year.-modeZ by-lawB of mOBt of the BocietieB). Interest should 
usnally be recovered before an extenaion is sactioned. If the society was 
relying on the recovery of the loan for the repayment of some loan due to 
a central bank or BOme deposit due to the outside public, it should apply 
to the central bauk or the depositor for an extension before sanctioning 
the extension to its own members. Second extensions will, however, require 
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the sanction of the general body. Similarly, extensions beyond the period 
laid down by the by-laws may only be granted by the general meeting with 
the previous sanction of the union or central bank to which the society be
longs. In the case of land mortgage societies the model by-laws provide that 
tbe Board of Directors may with the permission of the Provincial Bank 
grant extensions of instalments not exceeding one year when necessary. 
Requests for extensions for more than one year beyond the d ate fixed shall 
be subject to the approval of the Provinciai Bank and the Registrar's con
firmation. When the managing committee is satis6ed that an extension is 
desirable, it should remember in sanctioning it that under s. 135 of the 
Indian Contract Act (IX of 1872) the sureties will thereby be discharged 
from further liability unless their cOllsent is recorded on the bond and 
attested by their signatures. It may be that owing to the uncertainty of the 
farmer's rllturn an arrangement for frequent renewals is necessary but at the 
same time it has to be borne in mind as Mr. Wolff puts it ( in his Co.opera
tion in India) that there is a distinct danger in uncalled for renewals. The 
concession made is very apt to be abused, and from such abuse may spring 
a bad habit, absolutely fatal to any society..... ...... The point is to make 
sure that the case is genuine. It need not be mentioned that frequent re
newals is the favourite method of the money-lender to keep the borrower in 
his power. But a society on the other hand stands for the improvement of 
their economic conditions. (See also notes under the bead" examination of 
overdue debts" at pp. 119-21 ante.) 

Security.-In the world of finance the corner stone is ever the same
security. No bank would make an advance to anyone except on security of 
approved quality and adequate value. It is safe to follow the rule of never 
making any advance without security. It is true that the quality and honesty 
of cbaracter of the borrower is the best security but it is also true that no 
amount of honesty will save a man from misfortune. The Committee on Co. 
operation (1915) insists on sureties for every loan. They write: .. The primary 
security for a1110ans is personal. By the proviAion of securities recovory is 
facilitated and a further safeguard is obtained against the grant of exces
sive loans or the misapplication of mO:Jey borrowed." They consider that 
the provision of securities should be the rule in India (Para. 65 ibid.) 

The strongest argument in favour of personal credit in co.operation is the 
educative value of co·operation. This educative value is enhanced by the 
system of personal sureties. But it is unwise to overburden friends and the 
model by-laws qf unlimited societies provide that persons taking big loans 
should execute registered mortgage bonds in favour of the society. The 
conditions relating to loan transactions merely embody the most elementary 

. principles of sound banking and those who advucate elasticity take upon 
themselves a heavy responsibility. Any relaxation must result in a marked 
rise in the rate of interest to cover the extra risk involved. Cheap credit 
must be secured credit. The interests of depositors alone demand the adop· 
tion of the precautions referred to. The only basis for cheap credit is the 
security that cannot he questioned. It has to he remembered that prompt
ness is the quickest way to establish a reputation for security. All obliga-
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tiona must be met at due date. In the case of moderate loans (upto Re. 500) 
required for periods of one or two years only by respectable members; 
personal sureties will usually be sufficient. Two sureties should 
generally be required. (With one Burety provided that the loan is le811 
than Re. 50 or one month's pay whichever may be greatflr.-credit 
Bocietiujor Balarllearner •• ) The Committee shall require two good sure
ties from among the members before sanctioning the loan (model by-lawslff 
,.,dimited credit Bocieties.). Model by·laws oj credit societies with limited liabi
lity state that a loan may be granted on peraonal surety who are members 
of the s(lciety or on the security of immoveable property at the discretion of 
the committee. They must be honest people known to the Committee. The 
same people should not be accepted as sureties for several loans, nor should 
two borrowers from the society be allowed to stand as sureties for each othilr 
unless they are both known to be in good circumatances. [For accepting 
moveable property as eecuritysee notes to B. 34 under the head" Lending 
money on the security of moveable property " at p. 174 ante. ] 
Loans shall be made on the assignment of au insurance policy the sur
render value of which covers the loans. ( model by. laws of credit societies, for 
.alary eartleT.). But in such cases the sssignation of the policy to the society 
should be registered in the books of the Insurance Company, wbich can 
generally be done for a fee of Re. 2-8-0. The shares of a Bociety shall not 
be hypothecated to that Bociety by its members as a Becurity for a loan 
( rnle 9, A.ppendix A.) Loan of money on mortgage lff immoveable property by 
a society may be prohibited or !'8stricted by Government by a general 
or special order LS. 3t (3)J. 

For the nece •• ity of taking mortgage of immoveahle property of the 
borr_er sce notes to s. 34 nnder the head "Restrictions on the lending 
of money on mortgage of immoveable property" at pp. 175-83, anfe. It is 
nec88llary to take mortgage of property of borrower in some cases of twice 
the value of the loan (unincumbered immoveable property-model by. law. oj 
credit 80cietiu for.alarg eamer.) except according to Mr. Calvart where the 
period is short and repayment is by frequent (e.g. monthly) instalments. 

Loans shall be secured by a first mortgage on the land to be redeemed or 
improved by reeans of the loan and shall be for such sum as the Provincial 
Bank considers safe in view of all the circumstances of each case, but shall 
not at any rate exceed 50 per cent of the estimated market value of the land, 
(' model by law. of land mortgage Societies.) For instructions issued by the 
Registrar see note8 to s. 34, under the head "directions" at pp.176.77 ante. 

Qualifications of auretiea.-The sureties must not merely be solvent, they 
must be known from their means to be good for the amount. (Raiffeisetl 
ruZu.) Even this is not enough, for if security is to be taken it must be 
adequate. The point to be kept in view is whether at &ny time he would pay 
the amount without much inconvenience. Mr. Calvert thinks it to be a safe 
rule to accept a man a8 8urety for a 8um equal to one-tenth part of hi8 pro· 

,perty for, the payment of one-tenth will be quite a 8ufficient loss for hirq 
to bear. 

42-
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Non ·members.-The real idea of Bureties is that they should watch over 
the utilisatiou of the loan and it is therefore, necessary that they should be 
members. [For other reasons see the discussiou under rule 11 in Appendix 
A at p. 8 infra. ) 

Note.-See discussion under rule 11 io Appendix A at pp. 8 and 9. 
Death or inlolvency of lurety.-When a person who hall stood as surety 

for a loan dies or becomes in the opinion of tbe 'committee unfit, the 
committee may require the borrower to find another surety within fifteen 
days. If tbe borrower fails to find another Burety wben so required the 
loao shall be repayable immediately witb interest upto date of repaymeot. 

(m) prescribe the prohibitions and restrictions sub
ject to which societies may trade with persons who are 
not members; 

Commentary. 

History :-This clause is new. 
No rules appear to have been framed by the Government under 

this clause. See notes under ss. 34, 35 and 36 (ante). S. 3li 
allows Consumers', Producers' and Housing societies to trade 
with persons who are not members to the extent permitted by 
their by-laws. A resource society may enter into transaction 
with non-members only to the extent allowed by ss. 34 and 35. 
No rules have been framed by the Government in this respect. 
Rule 11 prohibits a society from making a loan to a member on 
a bond of suretyship of a non-member except with the special 
permission of the Registrar (See Appendix A for rules). 

(It) provide for the formation and maintenance of 
reserve funds, and the objects to which such funds may 
be applied, and for the investment of any funds under 
the control of a society; 

Commentary 

Old-law :-This clause corresponds to cl. (p) of s. 43 of Act 
II of 1912 (Appendix B). 

Mr. Calvert says: .. Reserve funds may be of two classes :-A 
general reserve is an amount set aside out of profits to provide 
additional working capital, or to strengthen the liquid resources 
and to be available for contingencies. A specific reserve is an 
amount set aside out of the profits to provide for some probable 
or estima.ted IOS8 on the realisation of certain assets ( e. g. invest.. 
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ment depreciation) or in respect of pending transactions (e. g. 
bad debts)". For the utilisation of the reserve fund in the busi· 
ness of the society, see rule 28 in Appendix A. 

See notes to s. 37 under the head" This section applies to reo 
serve fund also" at p. 199. See also notes to s. 38 under the head 
'object' at pp. 201-20t. an/e. For 'the object', 'the definition', 
'tho investment', and' the purposes for which reserve fund is 
created' see notes to s. 39 at pp. 205-11 and to s. 71 (2) lx) 
under the head: "Resorve fund" infra. 

One of the distinctive points in the Railfeisen scheme was that 
all profits were to be carried to the resorve which was indivisible 
and which on the dissolution of the society was to be invested in 
a central bank at compound interest and which was to be ere· 
dited to the fund of a new society formed on the same basis or to 
be given to some communal fund and the interest to be applied 
to Bome objects of public utility. The disposal of the surplus 
assets ( including the reserve fund) is to be made in this Presi· 
dency as laid down in s. 52 (see notes to s. 52 under the head: 
"Disposal of surplus assets of a cancelled society" at pp. 255-56. 

(0) prescribe the extent to which a society may limit 
the number of its members; 

Commentary 

History:-This is same as s. 43 (q) of Act II of HH2. See 
notes to s. 3 under the head "~unlimited membership at p. 17; 
s. 33 under the head" duties of co.operative societies" at pp. 
169-70; s. 7 II size of societies" at p. 71 and to s. 71 (2) (c) 
under the head' the maximum number of members that may be 
admitted.' at p. 302; see also notes under s. 71 (2) (d) supra and 
notes s. 71 (2) (s) infra. 

Principle :-Co-operation is open to all; there can be no 
arbitrary limit to the number of members. This is an obvious 
corollary from the fact that the common bond is the common 
need, the object is the common good, therefore, those who join, 
must do so in no selfish spirit. Tlie characteristic feature of co
operative societies is the absence of any limit to the number of 
members. It is one of tho points distinguishing a co-o.porative 
socioty from a joint.stock company which is defined (8.254, I. C. 
Act, 1913) as a •• Company haV'in g a permanent paid up or 
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nominal share capital of fixed amount divided into sbares, also 
of fixed amount, •.•...... and formed on the principle of having 
for its members the holders of those shares ......... and no other 
persons." A co· operative society which does not care to receive 
new members, but prefers to make profit at tbe expense of out. 
siders, is a co-operative society in name only. It would be 
considered directly contrary to the idea of co·operation if a 
society were to fix in its statutes the number of members so that 

_ it would be impossible to increase them. Mr. Calvert emphati
cally statt\s : " There should be one general rule: No society 
shall fix any limit to the number of its members, with the single 
exception of permitting central banks to limit the number of 
individual memba-rs." He adds: " The number of members may 
be restricted: (I) by the conditions imposed in s. 7 of this Act 
i. e. by the exclusion of certain classes or descriptions of people; 
(2) by careful selection of applicants for election, but a mere 
desire for exclusiveness must be no ground for rejection; (3) by 
fixing a minimum number of shares to be taken up or (in a trad
ing society) a minimum amount of purchases to be made; (4) by 
restricting the area from which members may be drawn. ,,, 

Limitation of number of members :-The main prillciple 
on which all co-operative groups are formed is that .the members 
associate themselves for a common economic object obtained 
througb the most advantageous use of commodities or -of labour 
and not obtained. in the shape of profit as the word is used in 
commercial companies or similar bodies. It is '''ery important 
that Government should have the power to make -rules to prevent 
societies from becoming close corporations for the benefit of a 
few individuals who m!l.y develop into pure dividend bunters. 
It is a condition of the enjoyment of concession from the State 
that they be open to all. (See notes to s. ~ under the head "duties 
of co-operative societies" at p. 169 supra. ) The Government of 
Borqbay has not framed any mles prescribing the extent to 
which a society may limit the number of members with. the ex
ception in the case of credit societies. in which case the rulo 
prescribes that it shall make a by-law in respect of the maximum 
number of members that may be admitted [ see rule 4 (b) in 
Appendilt A. ] 
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(p) prescribe the conditions under which profits may 
be distributed to the members 'of a society and the 
maximum rate of dividend which may be paid by 
societies; 

Commentary 

History :-.:..This is s. 43 (2) (r) of tue Co·operative Societies 
Act, 1912, except that the word .. unlimited liability" occurring 
in the old Act is omitted. (See Appendix B). The first principle 
as has been stated elsewhere on which all co-opel'ative groups are 
formed is that the members associate themselves for a common 
economic object obtained through the most advantageous use of 
commodities or of labour and not obtained in the shape of profit as 
the word is used in commercial companies or similar bodies. 
The only equitable means of securing that the advantage obtained 
by combination should be shared by the members according to 
their own contributions to this advantage is by a rule that what· 
ever surplus remains to the society after the payments of its 
necessary ex'penses should be divided among the members in pro
portion to the business they have done with the society. The 
rul~ is so distinctive a feature of a co'operative society that it has 
by leading authorities and by legislatures in many countries 
been made the actual criterion or supreme test of co-operation. 
The principle has two sides. On the one side the capital used in 
the society should be remunerated only at the ordinary market 
rate of interest. , Secondly provision should be made that the 
surplus advantages gained are to be divided a:nong the members 
in their capacity as customers of the society or in other words to 
the extent to which they have brought business to it. (See notes 
to s. 40 under the head" The main principle" at p. 213). This 
is found embodied in rule 25, (see Appendix A, p. 13.) 

So/aras rf!strictions placed on d,:stribution 0/ profits the legis
lature has enacted that resource societies with unlimited liabi
lity not having share capital should not distribute profits among 
its members [so 40 (a)] and those of the same type but having 
share capital should not distribute profits for the first ten years 
[s. 40 (b)]. This is dona in accordance with the intention ox
pressed by the Government of India in their Resolution. The 
idea is to prevent the distribution of profits till the reserve fund 
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has attained a certain proportion and to reduce the rate of in
terest. Under this clause Government can issue rules preventing 
share-holders from dividing among thtlmselves the surplus which 
should be employed in cheapening the service performed by the 
society. Rule 24, prohibits the distribution of more than 6 per 
cent. of dividend on the paid-up share capital of a member (see 
Appendix A) in the case of Consumers', Pruducers' and Housing 
societies. 

The maximum rate of dit>idend is fixed by s. 38 at 10 per ctlnt. 
The object is to prevent neglect of co-operation in favour of in
dividual profit [See discussion under s. 98 (ante) (; t pp. 201-204]. 

Notes :-The distribution of profits requires care. A dividend 
should only be declared by a society in g.meral meeting and no 
dividend should exceed tho amount recommended by the directors 
or managing committee. No dividend should b", paid otherwise 
than out of profits (but there may be a special reserve set apart 
for equalising dividends). Rule 26 places restrictions on the 
distribution of funds by way of bonus, dividend or othorwise 
(see p. 13, Appendix A). 

(q) prescribe the procedure to be followed in present
ing and disposing of appeals; 

Commentary 

History:-This clause corresponds to the latter part of s. 43 
(2) (s) of tho Co-operative Societies Act, 1912. (See Appendix B). 

S. 6t. (at p. 288) of the Act provides for appoals against the 
orders of the Registrar under ss. 10, 16, ·45, 47, 50 50-A, and 5t 
No rules have been framed by the Government prescribing the 
procedure to be followed in presenting and disposing of appeals 
under this clause. 

(r) provide for securing that the share capital of any 
society shall be variable in sunh a way as may be 
necessary to secure that shares shall not appreciate in 
value and that necessary capital shall be available for 
the society as req uired ; 

Commentary. 

History :-This clause is new. 
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Principle :-The members in a co-operative society join to 
seoure something they all need; therefore, it follows that the ad-
vantage to be gained is the satisfaction of this need; if the need 
of one is greater than that of another, he will derive the greater 
advantage. That other must not seek to balance the account by 
seeking some gain that is not in the contract. More especially 
is it necessary that he does not seek to gain advantage at the ex
pense of his fellow with the greater need. The chief danger and 
almost the universal one, to be avoided is that he, with more 
capital should gain from the need of him with less_ Co·operation 
recognises that capital is entitled to a fair interest; but it re
fused to admit any other right attaching to its possession or claim· 
ed by its owner. An important principle applied to co.operative 
societies, which is essential if their true nature is to be made 
obligatory, is that their capital and their membership should not 
be limited but should be variable as and when required. There 
must be no limit upon the capital brought into the society. The 
share capital is not intended to be source of profit and is to be 
l'emunerated only according to the market rate of interest. Hence 
w.ith the limits inherent in the nature of the business and size of 
turn.over the bigger it grows, the better as a rule it must be for 
the society, the better at least it is for the co-operative movement 
as a whole. Members should be encouraged to invest as far as 
they call in their own. society and artificial restrictions must not 
be placed upon their holdings, except in so far as may be neces. 
sary to prevent the rich from having too large a. voice by their: 
mere weight in the affairs of the society. These conditions have 
not been embodied in all co.operative laws without modifications. 
In France, for example, to suit the. common law of the country a. 
society has at its inception to state a certain limit. of working 
capital. In this Presidency a society states at least what limit it. 
imposes upon. its borrowings and in. some cases states also the 
limit to its share capital. 'l'hese limits whether in Franc~ or in. 
India are not intended to work as restrictions but only as guides 
to the amount of capital which should be. l'aised withiu a com
paratively definite and at least a measurable period. It is under
stood that each society as it reaches the first limit will at once· 
take steps to register an amendment enlarging the limits. again 
within a definite and measurable attainment. Under the Act now 
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in force in the Bombay Presidency, variability of capital has not 
been made compulsory in the sections of the Act themselves but 
power has been taken to allow Government to frame rules to en
lure that this co·operative principle is well and truly observed. 
Howevf1r, no rules have been framed under this clause by Govern· 
ment as yet. 

(8) provide that persons qualified under the by-laws 
of a society shall not be excluded from membership 
without due cause; 

Commentary. 

History :-This clause is new. 
[N. B.--Cf· notes to s. 3 under the head "unlimited member

ship" at p. 17; see notes to s. 7 under the head "size of socie
ties t, at pp. 71-72; cf. discussion under s. 33 "duties of co
operative societies" at pp. 169-70 and notes to s. 71 (2) (d) (0) and 
(r) supra.] 

. Principle:-The essence of co-operation is that each shall work 
for all and all shall work for each in the attainment of their 
common need. It is thus the realisation of a common need that 
brings people into the association; they enter to get something 
for themselves and it is the object of the society to secure this for 
the members joining the association. It is, therefore, clear that 
those who associate together, do so for the advantage of themselves 
and not for that of others. To reconcile this with the principle of 
unselfishness, there has come to be recognised another principle; 
co· operation is open to all, there can be no arbitrary limit to the 
numher of members. This is an obvious corollary from the fact 
that the common bond is the common need; the object is the 
common good, therefore those who join must do so in no selfish 
spirit; they must be prepared to admit all who have the same 
need and who are 'ready to subscribe to the common contract 
( Cf. The Law and Principles of Co-operation by Calvert ). 

The principle of free admission to a co operative society willing 
to join is characteristic. The true co operative society is open t() 
all who have the qualifications-no one is to be excluded because 
he is a big farmer or a little farmer or a tenant farmer or for allY 
other reason. The membership must not be exclusive: it must 
be democratic. It cannot take in certain group and leave another 
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group out. provided they all have the same needs to be met. No 
buna fide applicant of good character resident within the area of 
its operations should be refused admission. As mentioned above 
a co·operative society must always be open to all who have the_ 
same need and who are ready to subscribe to the common con"" 
tract. The only restrictions which are tolerable aro those which 
define more strictly exactly what is meant by the same need. For 
instance. although cultivators in different villages or different 
parts of the country may both need credit. yet the credit which 
they require is not the same as is distinguished by different con· 
ditions of contiguity, intimacy and so on. It is. therefore, legiti..,. 
mate to limit the membership of the society to those whose needs 
are based upon the same conditions, including among the condi~ 
tions area of habitations_ But upon those who fulfil the condi. 
tions laid down in the by-laws there should be no restrictions 
except those of choice and selection by existing members, which 
choice must be based upon character and upon character only. 
The members are entitled to refuse to admit anyone whom they 
know to be of a character likely to injure their common credit or 
their common business, but they are not entitled to reject him 
upon other grounds if he is willing to observe the common con_ 
tract and if he has needs of a similar kind. Under the Bombay 
Co· operative Societies Act, variability of membership has not been 
made compulsory in the sections of the Act themselves but this 
clause allows Government to frame rules to provide that· persons 
qualified under the by-laws of the society shall not be exelude4 
from membership without due cause. 

No rules have be on framed as yet under this clause by Govern· 
ment .. , However rule 45 prohibits a person from being a member 
of two. societies with unlimited liability without the special pel': 
mission of the Registrar. (See Appendix A). In the case o~ 

credit societies by-laws must be framed stating the maximum 
number of members that may be admitted [rule (4) (b)]; see also 
notes to s. 71 (2}(0) and (r) under the head uP-rinciple" supra. 

-(t) prescribe the pr .. ~cedure to be followed by a liqui. 
dator appointed under section 47; 

. ., Commentary. 

History.~This clause corresponds to the previQus part of 
s. 43 (2) (t) of the old Act ~f 1912. (See Appendix B). See ilote$ 

43 
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to s.47 pp.232-33; s. 49 pp. 234-36; s.50 pp. 238-47; s.51 
pp. 250-53 and s. 59 pp. 276--82. 

Rules have been framed by the Government prescribing the 
procedure to be followed by a. liquidator appointed under s. 47. 
They provide for the following details:-When the Registrar 
orders a society to be wound up he shall notify the appointment 
of a liquidator in the Bombay Government Gazette, [ rule 38 (i) ] 
The liquidator shall at once take charge of the books of the society 
and all the property and assets of the society ((f. s. 138 of the 
Indian Companies Act, 1913.) [rule 38 (2)]. The liquidator shall 
immediately publish in such manner as he may think proper a 
notice requiring all claims against the dissolved society to be 
notified to him within two months of the pnblication of the notice. 
Liabilities recorded in the account books of the society shall be 
deemed ipso/acto to have been duly notified [Rub 38 (2)]. Ifneces
sary the liquidator may institute suits for the recovery' of su~s 
due to the society. [s. 50 (e)]. The liquidator shall then procced to 
determine the assets and liabilities of the society as thoystood on 
the date of the order directing the society to be wound up; he 
shall next determine the contributions to be made by the members 
and past members of the society respecting to the assets of the 
society [rule (38) (3)]. He shall also determine by what persons 
and in what proportion the costs of liquidation are to be borne 
[rule 38 (:i)]. Should, however, a. necessity arise, he may frame 
also subsidiary order or orders regarding such contributions 
which are enforceable in the manner as the original orders them
selves [rule 38 (4)]. The costs of liquidation [s.50 (f) and (i)] in
clude the remuneration of the liquidator which has priority over all 
other claims [see rule 38 (4)]. He shall draw up a. formal order 
noting the amount to be realised from each member or past 
member or the estates etc. of a. deceased member [so 20 (d)] as a 
contribution and as cost of liquidation [rule 38 (3)]. The interest 
may be proved by the creditor on his dues upto the date of the 
winding up order as fixed by the Registrar (except in the cases 
of the bombay provincial eo·operative bank or the district 
central bank or such other co-operative banks per~itted to 
finance societies) (rule 41). Further interest may be allowed in 
case there are surplus assets (rule 41). For the above purposes 
the liquidatol' may issue summons to persons whose attendance 
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is required either to give evidence or to produce documents (s. 58) 
by the same means and as far as possible by the same manner as 
is laid down in the Code of Civil Procedure. 1908. The Mamlat
dar or Mahalkari or such other serving offcer shall cause the 
summonl'es to be served_and return the same with the t:ecord 
(if any) of the proceedings taken with regard to them [(rule 44 
(2) (3).] The liquidator should submit the orders passed by him 
against the various members. past members etc .• to the Registrar 
for approval who may refer a copy of the order passed by the 
liquidator as finally approved by him to the Collector of the dis
trict and make a requisition to that officer to recover the amounts 
noted in it in the same manner as arrears of land' revenue [(so 59 
and rule 38 (3)]. The liquidator should keep a record of his pro
ceedings [rule.40 (2)] with short notes ohhe depositions ohhe 
persons pummoned to give evidence. The liquidator shall then 
make an order noting the names of members and past members 
and the amount to be realised from each as contributions under 
s.5O (d) and as costs of liquidation under clause (i) of the same 
section. [ NoIe.-For instructions issued by the Registrar laying 
down the principles on which and the manner in which the con
tributions shall be determined by the liquidator. see the "Hand 
book of Ca-operaficn far Societu8 in Bombay and Sind by the 
tOriter.] This order togethur with all papers connected with the 
liquidation shall be submitted to the Registrar for his approval. 
and he may. if he thinks fit modify the order Or refer it again to 
the liquidator for further enquiry or other action [rule 38 (3)]. 

Note.-The~liquidator of a company is subject to the control 
of the Court while as provided in rule 38 (3) and (5) and rule 40 
(2) he is subject to the control of tha Registrar, who performs 
many of the functions of the Court. 

No appeal lies from any order of the liquidator under S. 50 (see 
notes under s. 71(2) (aa) inf,·a. A copy of the order as finally 
approved by the Registrar. accompanied. if necessary by a list 
of the property of each member or past member against whom the 
decree will have to be enforced. shall be filed in the Civil Court, 
having local jurisdiction. The Court on a certificate signed by 
the Registrar or a liquidator shall execute the order in the same 
manner as a decree of such Court [so 59 (a)]. It should be stamp
ed as an application for execution. Jf the Civil Court or the 
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Collector [ either of whom may be approached for recovery under 
s. 59] is unable under the above order to recover the sums assessed 
against any members, the liquidator may frame a subsidiary 
order or orders against &ny other member or members to the 
extent of the liability of each for the debts of the society. [rule 

- 38 (4)]. This subsidiary order or these subsidiary orders. 
as finally approved by the Registrar shall be filed in the Civil 
Court having local jurisdiction for enforcement until the whole 
amount due from the members is realised. As an alternative to 
-Civil Courts s. 59 (b) permits resort to the Collector. The liqui
dator shall submit to the Registrar a quarterly report in such 
form as the Registrar may prescribe, showing the progress made 
in the liquidation of the societies placed under his charge [rule 
38 (5)]. It follows from the above that the liquidator has to main
tain books recording his actions so as to be able to comply with 
the rule. All funds in charge of the liquidator should be kep\ 
and deposited either in tho post office savings bank or in a 
central co-operative bank and shall stand in his name [rule 38 
(6)]. After the recovery of the due3 of the society and the reali
sation of the contribution and costs of liquidation from the mem
bers. past members. etc. the liquidator shall after meeting the 
liabilities of the society. wind up the affairs of the society and 
submit a final report to the Registrar [rule 40 (2)]. At the con
clusion of the liquidation a general meeting of the dissolved 
society shall be called at which the liquidator shall summarise the 
results of his proceedings. point out the cases of the failure of 
the society. and report what sums if any. remain in his posses
sion after meeting all the liabilities (If the society [rule 38 (9)] 
and shall take a vote as to the disposal of any cash balance that 
may remain with him (s. 52). A liquidator may at any time be 
removed by the Registrar. and he shall. on such removal be 
bound to band over all the property and documents relating to 
the liquidation to such person as the Registrar may direct: 

(tt) prescribe the mode of appointing an arbitrator 
or arbitrators and the procedure to be followed in pro
ceed.ings before the Registrar or such arbitrator or 
arbitrators and for fixing and levying the expenses of 
determining the dispute; 
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Commentary . 

Old law.-Cf. s. 43 (2)(1) of Act II of 1912 (see appendix B.) 
See notes to ss. 54, 55, 56,57, 58,' 59 and 6,1< of the Act and 

rules 32 to 37-A, 39, 42 and 44 (Appendix A). S. 71 (2) (u) of 
the Act provides for the settlement of disputes through 
arbitration. Assistant Registrars exercise all the powers of the 
Registrar for the purposes of the provisions of the Act and the 
rules given above. For further discussion see the Chapter on 
• Arbitration' in the Hand-book of CO'ope'ration for Societies, 
in Bombay and Sind" by the Author. 

(v) provide for the issue and service of processes and 
for proof of service thereof; 

Commentary. 

Notes.-This clause is new. Rules 42, 43 and 44 provide for 
the issue and service of processes and for proof of service thereof. 
(See Appendix A for rules). ' 

(w) provide for the writing off of bad debts; 
Commentary. 

Notes.-This clause is new. Rule 12 provides for the writing 
off of bad debts (See Appendix A for rules). 

(x) regulate the manner in which funds may be 
raised by means of shares or debentures or otherwise; 

Commentary. 

Old law.-This is same as s. 43 (e) of Act II of 1912. 

Funds mdY be raised by the following ways :-(a) by entrance 
fees; (b) by receiving deposits; (c) by raising loans from other 

,Go'operative credit societies or from financing institutions. (d) 
by donations.-model by.laws of credit societies (unltmited). Share 
societies (credit with unlimited liability) in addition to the above: (e) 
by the issue of shares. Credit sociefiesl'or salary earners (limited 
Nability) in addition to the above: (f) by subscriptions. In 
housing societies in addition to (a), (b), (c), (d), (e), (g) by 
clmtributions towards the cost of houses and land; (h) by issu
ing debentures and loan stock. Cattle breeding societies: (i) Cover
ing fees. Taluka Development Associations: (j) by taking rate-
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able fees or subscriptions from members, whether individuals or 
co·operative societies; (k) grants from Government. Irrigation 
societies; (I) by contributions. Betterliving societie&: (00) by 
addition of fines. Model by·laws of District central banks: (a) 
Shares (b) Deposits (c) Loans (d) Reserve fund. Bombay Pro
YJincial Co-operaJive Bank: (8) Shares, (b) Debentures. (c) Depo
sits. (d) Outside loans. cash credits, etc. 

For capital to be obtained and the relerve fund. see 
the ten main points of co-operation at p. 82 ante. 

Share is an interest in the society measured by a sum of money i in un
limited liability societies, the sbares do not represent the member's portion 
of capital nor do they determine hisliabiIity. It is a moveable property be
longing to a shareholder and transferable by him subject in the case of 
limited liability to a maximum of one-fifth or upto a value of three thousaud 
to be held by one individual member (8. 6 and notes at p. 66). Another con
dition is that he must have held the shares for not 18l!s th!m one year and that 
the transfer is made to a member or the scciety (s. 19 and notes at pp. 10~..s 
anu. Shares denote both rights and liabilities. They entitle the holder to 
a dividend which in no case should exceed ten per cent on the capital (s. 38' 
and in the case of credit societies with unlimited liability with shares it is 
Dot to be paid for the first ten years [s.40 (b)]. The D'oney value of the 
share or the sum paid up forms the capital of the society and is not liable 
to attschment or sale nnder a decree of the court (s.29). At the same time 
they cannot be hypothecated to that society by its member .. as a security 
for a loan (rule 9) as they form the capital of the society and are security 
for the creditors and not for the debtord For the same reason where 
shares represent the sole liability (as in limited liability societies) they 
must not be withdrawable. No member has any right to reduce the security 
offered to the creditors 

One of the chief objects is to encourage thrift. This special privilege is 
accorded to protect savings in the form of shares. It forms a guarantee for 
depositors as it is the immediate security for debts. The valne of the share 
being either the whole (fully paid up) or a small fraction (p"rtIy paid up) 
of the liability it Clnnot be parted with without notice to creditors. Simi
larly, the value of the ahare cannot be reduced unless adequate provision is 
made for all existing debts (as in liquidation). Sums paid up on shares 
should not be repaid while membership lasu- except from a special ahare 
transfer fund built up from undistributed profits. But in the case of death 
of a member the heirs are entitled to repayment of the value of the share 
(s.27). 

Shares are not quite necessary but often they are useful inasmuch as 
where the population is too poor to take up a full share the payment 
is spread over a period of years. Where they are paid in instalments they 
encourge thrift. No society is allowed to acquire a share in a society with 
ul!limited liability (s. 5). 
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For theUability which an unlimited liability society may incur by-Way 
of deposits aDd loans from non-members see rule 7. Restrictions on borrow
ing by societies with limited liability is placed by rule 8. 

Adv ... ta.etI of abara. are that (a) they provide the gnarantee of the mem
ber which in an unlimited liability society, extends to the whole of his 
property and thns obtains credit. It is not intended, except secondarily 
as a means of furnishing funds directly, still less as an investment by the 
members as is the case in an ordinary joint-stock company. Whether a 
member holds one share or more than one he is responsible in all his pro
perty. In other words in an unlimited liability society the shares do not 
inllnen08 the lisbility. (b) Sbare system encourages thrift by insisting on 
members taking up and gradually subscribing shares and by paying divi
dends on such savings. The member has a more direct iuterest in his own 
Ihare with its dividend and transfer value tban in the indivisible capital of 
tmlimited liability society. In place of unlimited liability the exact value of 
which is difficult to estimate depositors have as a guarantee a definite share 
capital. Share societies wHh limited liability besides enforcing thrift lend 
to stimulate associated action, give the members some bll8ines8 educa
tion. banish debt and usury, and instil punctnality and mutual confiden08. 

In certain places 8uch as Sind the agricultural population consists mainly 
of Mussalmans who have a strong aversion to receiving interest and are, 
therefore, unwilling to make deposits on the ordinary system. After ten 
years there is distribution of half the accumulated p~ofits among the share
holders by way of bo,.1lI due to thrift and careful management. Sometimes 
it so happens that huge amounts are required by the members and arrears 
are often very considerable. The security provided by deposits and by tbe 
reserve fnnd is not sufficient to cover the large loans advanced by banks. 
Deposits are witbdrawable after the fixed period has elapsed and where the 
arrears are considerable the reaene fund does uot increase. The lauds are 
taken iu mortgage but the procedure involved iu thir forced sales . is 
difficult Ind one that is adopted in extreme cases. Tbe best form of security 
is therefore. share capital. 

Creditaocietiea with limited liability.-In order to raise working capital 
urban societies have to provide some sort of guarantee in place of unlimited 
liability. This is done by the issue of share capital. Every member is re
quired to take up and subscribe to a certain number of shares and the total 

. fund raised by shares affords a reserved security to depositors and lenders. 
The working capital of the district central banks is raised from shares 
generally of a face value of Re. 50 or 100 and fully paid up as it is often 
found difficult to realise later calls 

The shares issned to individual members may bear a sligbtly preferential 
rate of dividend. wheu it is necessary in order to attract local capHal. The 
ahare capital is the guarantee fund ou the security of wbich deposit and 
loan capital is obtained. Liability is generally limited to the actual face 
value of the shares and the total working capital raised should never exceed 
8 times the share capital plus the reserve fund. 
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The Bombay Provincial Co·operative Bank derives its fnnds"from shares, 
etc. The shares are of the face value of Rs.50 each fnlly paid up. The 
generalll"eeting has power to increase the share capital to any amount not 
exceeding Rs 50 lakhs. (See notes und~r the head" limited liability" at pp. 
63·4). The B:>mbay Provincial Bank has however been exempted under 
G. R. No. 4149 of 1·5·19"3 from the purview of s. 6 (s. 5 of Act II of 1912) 
which limits the iodi.vidnal share-holding of a member to Rs. 3000 ( Rs. 1000 
under the old Act of 1912) and of s 19 (s.14 of Act II of 1912) which 
restricts the t~ansfer of shares. Bnt the result of the removal of these re
strictions is that tho members of the bank are excluded from the privileges 
under s.26 (s. 21 of the old Act) which makes shares not liable to attach
ment and those under s. 27 (s. 22 of the old Act) which allows a member 
to transfer his intElrest in the bank to a nominee. 

Relerve Fund-One of the ten main points of co-operation (see p. 82) is 
that all profits are to be carried to the Reserve Fund, the object of which is 
to improve the credit of the society as a whol.e and to protect members from 
the enforcement of unlimited liability. It is the property' of all the mem
bers jointly. Provision b made for the maintenance of a reserve fund in 
s. 39. (See notes to s. 39 pp. 205-11 supra). 

Such Reserve Fund may be used in the business of the society (rnle 28). 
The principle in ease of raralsocieties :)f unlimited liability is explained 
at p. 215 under s. 40. The Committee on Co·operation c: 915) thought that 
the primary object of every society should be to acquire a ilermanent capital 
of its own as speedily 3S pc.ssible. The best method is to arrange for a wide 
margin between the rates of interest at which societies _borrow and leud, 
thus securing a substantial annual profit (surplas) to be carried to the re
serve. Owned capital mny be accumnlated by means of share system pro
vided that they do not lead to a desire for high dividends. Shares exceed
ing Rs. 50 are not recommended as·they deter. the p")orer people from join
ing. 

Model by.laws of credit societios with limited liability provide: In addi
tion to the saID prescribed ander s. 39 of the act, all admission fees and 
receipts on account of forfeited shares, fines and donations shall be carried 
to reserve. 

Relerve fund in the case of diltrict central bankl is their OWn property 
and since it adds greatly to the credit of the bank every ",fl'ort should bo 
made to build it up as rapidly as possible. Provided that the bank has 
assured for itself sufficieot liqaid resources to meet the probable withdra~ 
wals l)f depositors the reserve fand need not be invested outside the usnal 
business of the bank. 10 the case of central banks the model by-Iaw8 
provide that the reserve faud shall consist of (a) 25 per cont at least of 
the profits annually placed to the fund in accordance with by.laws, (b) any 
other 8am allotted to it out of the profits or otherwise; (c) the value of all 
8hares forfeited to the liank and lapsed dividends .. 10 the' caqe of the 
Provincial Bank the agreement bet wee a the bank and tho Secretary' of 
State J-rovidod that: Subject to the formation 01 tho sinking fuud a 
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reserve fund may be created by the society (bank) and may be added to 
out of the profits of the society (bank). All it means is that in view of the 
linking fund to be built up by the Qank for its debentures, it is exemp£ed from 
the operation of 1.39 ( s. ,33 of Act II of 1912) requiring one-fourth of the 
profit to be carried to reserve. 

Deposita-Thill ia another way of raising funds. Members have a right to 
deposit their aurpluB money at interest with the aooiety in aD far as the 
means for the employment of the same exist that ill if the society can em· 
ploy the money usefully. Oue of the objectR of co opera.tive societies is 
promotion of thrift and this object ne('essitates the right of a member to 
deposit his savings in a society. This right is the very essence of a credit 
aociety. As the society may not be ahle to find useful employment for all 
the savings offered, it must give priority to deposits from membars over 
those from non-members, Similarly as central banks, as a coudition cf 
regilltration, must be established with the object of facilitating the opera
tions of primary societies, they also must give preference to depnsits from 
such societies over those from outside, even though tbis entails a diminution 
of income. A society shall receive deposits and loans from non-members 
only to the extent and under such conditions as are prescribed by rules 
(a. 35) and by.lawa. The Fourteenth Bombay Provincial Co-operative 
Confereuce (1925) was of opinion that agricultural credit societies should 
function as savings banks for all the members. It was 0.180 suggested that 
whenever the aociolties were obliged to approach the Registrar for loans ex
ceeding the limits prescribed by the by.laws the deposits made by the 
members with the societies as sa9ings might be cited as adequate guarantee. 
The accepted mission of a co·operative bank is, by means of thrift, to raise 
the comparatively poor not only to greater competency but also to indepeno 
dence. It is thrift by wbich self.help for tbe masses dependent upon labour 
is principally made effective. In them thrift is the symbol and the instru
ment of independence and liberty, both of which are indispensable condi
tions of permanent good. It is as compulsory savings banks that Shulze 
Dillitzch's co-operative banks first become known. Mr. 1\£. Luzzatti's are, by
his own dubbing: "perfect savings banks"; the majority of German village 
b~nks are not "Loans" only, but "Thrift and Loan Banks" and working on 
similar lines, nothing could be done better, in the interest of people of 
ordinary means, than to induce them to save and lay by small sums, ulti. 
mately to amount to suffioiently large amount!! (Report of tourteenth 
Bombay ProvinciaZ Conference, p, 30). Unlimited liability has the advantage 
of increasing the security offered to outside depositors and has also the, 
responsibility of adopting certain measures to protect the members against 
the risk involved. The important one to fix from time to time in a general 
meeting with the sanction of the Registrar is the maximum liability which 
it may incur in loans and deposits from non-members (rule 7). In' oraer 
tbat the society may not come to grief it is ci)nsidered necessary to lay down 
some relation between share capital and'reserve and the amount of loans, 
aud deposits, Limited liability societies should not incur total liabilities 
exceeding eight times the total of its paid up shars capital and its aecumu· 

44 
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lated reserve fund (rule 8). (See notes to rules 7 and 8 in Appendix A). 
Committee on Co-operation (1915) write: As the bank's declared object is 
qnite as ~uch to promote tbrift as to facilitate credit, the mail:\ eource of 
cash sboul.! be savings deposits (of membors); these make the banl!; indepen
dent and also attract the interest of the depositors to the employment of their 
deposits. It should be the aim of primary societies to get as much in the 
way of local deposits as they can. (There is a moral element. The members 
of a credit society are more likely to understand the binding nature of a 
loan, when it is to their neighbours than to an impersonal institutiou). 
Deposits should be strictly confined to men with local interests. In order to 
tempt memb\!rs to deposit it is jnstifiable to offer slightly higher rates on 
their d6posits than on those of lion· members; the maximum being the rate 
charged by the society on its loans. (parllB 48 and 49). Calvert says at p.71: 
The promotion of thrift alRo· renders desirable a saving .deposit system. 
The committee considered that when once well-started the co.operative so· 
cieties will be used by agriculturists for their savings far more freely tban 
any Government institutioll can ever hope to be ever used and that their use 
will be attended by far greater economic advantages to the country than 
any likely extension of Post Office Savings Banks (para 51). Deposits imply 
thrift in the village, form good lying 1I10ney, and they tend to interest in 
the management of the society a useful body of men who stand as sentries 
over their own deposits. The rates that can be earned by commerce or 
private money·lending are often bigh iu IndIa, another system of depositing 
is still a novel idea among the agricnltural cla88es. Unless as the movement 
progresses there is a substantial increase in deposits drawn from men with 
local interests it will bave to be confessed that co-operation bas failed in 
one of its main objects (para 48). The co·operative societies furnish to 
a~riculturists a safe method of investing small savings in an institution at 
their own doors which is managed publicly by persons whom they know and 
for objects which they can see aud test, such savings have proved in other 
countries to constitute good lying money (para 51). If deposits exceed the 
requirements of membel'8 and are within tl)e borrowing power of the society 
they shonld be accepted and the surplus which is not required for meeting 
loans to membel'8 should be forwarded to ceutral bank for deposit. In view 
of the great importauoe of attracting local money from a class of depositors 
whioh understands agricultural finance and is little snbject to pllnio. the 
central bank ought to be prepared to give to societies a slight privilege in 
terms for such deposits, aooepting them as far as possible in priority to 
othel'8 and graut for them. a slightly higher rate of interest than to 
outside depositors (para. 52). 

DepOliita with agricultural credit aocietiea are to be made in accordance 
with rule 10 (see Appendix A for rules.)-ModeZ by.lalDl if credit 8ocief,ie.s 
(unlimited) hy down that deposits shall always be fixed for at least six 
months. The oommittee may refuse or accept deposits of either sort and 
ahaIl fix the rate of interest which shall be payable on deposits that are (a) 
for six moutha, (b) for one year, aud (c) for two yeal'8 or longer. They 
furtber pr.>vide that saving'S deposits from membel'8 may be accepted upto 
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the extent of Rs. ·500. Model by-laws of credit Bociet;6/! for salarll earners 
allow deposits in current account or for a fixed period. The 8YBtem of re
quiring compulsory depoBit, in agricnltural societies has not been adoptcd 
generally in this presidency. But in cases where the people wish to try the 
system and local conditions seem favourable the following :model by-law is 
suggested for adoption:-Every member shall deposit in the &ociety at least 
Rs. 5 per year, for each plough owned by him. If the member himself fails 
to pay the amount at harvest time, it may be deducted by tht' managing 
committee from the uext loan sanctioned to him. Such compulsory deposits 
shall not be withdrawable except after:O years or on death or with the 
.pecial approval of the managing committee to meet domestic difficulties 
or on resignation. The rate of interest shall be 61- per cent. 

Nole •• -As is pointed out elsewhere the success of a society wiIllargely 
depend on the amount of d€posits and loaus which it is able to collect. 
Interest shonld be paid regularly, either yearly or half yearly at the rates 
fixed in the by·laws or by general meeting of the society. Different rateR 
should ordinarily be allowed on deposits which are (a) current or savings, 
(b) fixed for aix months, (c) fixed for one Yllar, (d) fixed for three, to five 
If deposita are not talren away when the fixed period expires, interest at 
current rates ahould be allowed on them from the date of expiry until the 
owner either withdraws the money or gives notice that he deposita it for a 
further fixed term. 

For deposit. ~nd Loan. see note~ to 8S 34 and 35 and also see rule 13 iu 
Appendix A. . 

Deposit. and loan. are liable to attachment;-(See G. R. No. 8989 of 
20-9-1906, R. D. quoted under If. 26 at p. 144. 

For debenture. see notes to s. 3SA.. 
Maximum liability.-The Committee on Co-operation (1915) writes:- A 

society which borrows with undue freedom, whethtlr in the form of 
deposits from the public or in that of loans from the central hank~ ~ likely 
to find itaelf in difficulties and for this reason it is incumbent on the central 
bank subject to the Registrar's control, to assess a definite sum as the limit 
of the borrowing power of the society. (See rules 7 and 8 and notes there 
uuder Appendix A). Model by-laws of credit 8ocieti68 (unlimited) requires the 
annual general meeting to fix the maximum normal credit of every member 
which amount shall be believed by the general meeting to be sufficient to 

. meet his current agricultural expenses. A berrowing society is asked to 
meet .once every six months and is required to prepare a forecast of the 
amount which it may require in the course of the next six months. It is 
required further to state (I) the amount which will be required for 
current agricultural expenses and (2) the sum required for special expenses 
such as stock purchase, debt- redemption, land improvement, etc. (see notes 
to s. 35 under the head normal credit statemeats at p. 187 supra. 

(y) provide for the withdrawal and expulsion of 
members and for the payments to be made to them 
and for the liabilities of past members; 
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Commentary. 

History.-Tllis clause corresponds to 8. 43 (2) (m) of the 1912 
with certain alterations. (See Appendix B for the old Act). 

Principle.-It is obvious that in the formation of a society the 
first essential is the careful selection as members of honest men 
or at any rate of men who have given satisfactory guarantee of 
their intention to lead an honest life in future. The best security 
that a co-operative society can give is the quality of its members. 
This condition is secured by s. 3 (c) which provides for the neces
sity of formal admission and by ss. 19 and 22 also. But one may 
after admission deteriorate in conduf't or character and thereby 
prejudice the society. This conditio~ cannot be satisfactorily 
fulfilled unless power is given to expel those who are found to be 
dishonest or engaging themselves in doing something which may 
injure the credit of the society. There is another aspect of the 
question. Co-operation is a business organisation and busi
ness principles demand that there should be a business like 
contract drawn up and subscribed to by all who are going to 
participate. The association must be put on tc a formal basis, 
and as the success of the enterprise depends on the loyalty with 
which each one of the members works for the achievement of the 
object, there must be freedom to choose with whom they will 
associate, and freedom to correct the choice or to withdraw. It is 
unnatural that each in doing his share of this bargain should 
desire some assurance. that others will equally do theirs. Each, 
member must be able to express his opinion on the advisability 
of admitting others; s() that admission depends on popular elec
tion; he must be able to give effect to any alteration of opinion 
as to the fitness of another to perform his share, so that if a mem
ber is not found performing his share to the satisfaction of others 
expulsion by popular vote must be provided for. He must be 
given the opportunity of withdrawing, if he finds that he himsolf 
can no longer loyally work with others.' Under nO other circum
stances could the motto" Each for all, and all for each be worked 
up to in the attainment of their common need." (Oalvert). Thus 
the right to withdraw is characteristic of co-operation. 

Withdrawal m'.l8nS a direot voluntary withdrawal and not a cessation of 
mombership on account of a disqualification under the Act or expulsion 
for reasons Btated in the by-laws. A member may 'be compelled to with-
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draw if he ceases to possess the qualificl1tions insisted upon in the Act or the 
rtiles, for instance, if he ceases to reside within the society's area [s.6 (1).] 
In an unlimited liability society a member is liable for the debts of a s()ciety 
as they existed at the time when he ceased to be a member (see s. 28 and 
the lIotes uuder the hea<l" as they existed at the time" at pp. 152-3. It 
fullows, therefoN, that if he had any objection to a liability he must 
withdraw before Buch liability is incurred. However even after withdrawal 
he remains liable for two Yllars sub.equently for tho debts 01 the society as 
they existed at the time (s. 28). At the same time it should be remembered 
that a wholesale withdrawal should not be allowed as it may leave the 
creditors without any security. By-laws therefore, generally provide for 
two or three mouths' previous notice on the part of the withdrawing 
me:uber. MOllel by lawB if credit 80cieties for instanc~, provide for three 
months' prevhus notice before withdrawal. The withdrawing member has 
fir .• t to pay any sum due from him t» the society and to discharge ali his liabi
lities as surety. In limited liability societies the right of withdrawal is not 
of much consequence, if the shares are fully paid up. 

Expulsion.-The fact that all the members are jointly and 
severally responsible for outside debts involves certain conse
quences. Of them the following are the most important: (1) 
Members must be selected [so 3 (c)] and (2) the members must be 
able to expel anyone whose liability is worthless or who has 
pledged it to another society of unlimited society. (Rule 45.) 

Not ••. -Th:s clauso empowers Governme:;t to make rules providing for 
the expulsion of the members. Rule 45 states that a person who has becomo 
a member of two societies with unlimited liability shall ba 'rdmoved from 
membership. In other respects however it is left to by-laws, for instance, 
model by laws of credit Booietie. with unlimited liability state that Ii member 
may ba expelled for any of the following reasous: (a) If he is a persistent 
defaulter, (b) if he wilfully deceive3 the society by fali') statements. (c) if 
he is bankrupt or legally disabled. (d) if he is criminally convicted, (e) if 
be intentionallY d()e~ any act likely to injl11'e the credit of the society. 
(Note-Fifteen daYH' written notice oftho proposal to expel such member 
shall be given to him). Cr&lit Booieties with limited liability add: 'If he 
,fails to pay his share instalments punctually. Model by· laws of grain (banks) 
societies: If his conduct is disgraceful in itself. Mo-iel by-laws of produ
cers'societies further add: if he does !.is work belo IV the standard req uired 
by the managing committee, or fails to observe proper di~cipline in regard 
to the work of the society. Model by-laws of Labourers' anti Artisans' 
societies: if he has not fulfilled the conditions of membership. Model by
laWB of Better Living Societies: a member may be expelled. for ally action 
which may be held by the managing committee and the general meeting 
to be dishonest or contrary to the stated object of the society or to the 
illterest of co-operation, Model bY'lawB of cattle illsurance 80cieties: a membor 
may be expelled or fined by the managiug committee subject to appeal to 
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the next general meeting for ill-treatment. of cattle, fraud or deceit or 
breaking rules or refnaing to carry out the sanitary orders of 
the committee. Model bll-laW3 of nOlUill!1 societies: a member 
may be eltp31hd if in tbe o~inio:I of the m3eting he ha! :-(a) gravely 
misused the dwelling rented by him from tbe society or habitually acted in 
in it. in a disgraceful manner which h'i8 caused serious offence to neigh
bours, or (b) wilfully disobeyed auy decision of the committee or any 
proPerly appl)iuted officer of the society. To a member 80 el:pelled from 
the housing society shall be refunded th) amount. (less a deduction there. 
from of 5 per cant.) received by the soci~ty in res.;>ect of the shares held 
by him at the date of the resQlution for his expubiou. 

Payment. to be made.-Yo rules have been framed providing for the 
payments to be made to withdrawing and expelled members of a aociety_ 
The matter is left to the by-laws. For the instance, model by-laws 0/ consu
mers' soc66ties state that au expubion of a memb3r involves the fC'rfeiture 
of all shares hold by him while a withdrawing member is entitled to a re
fund of all fully paid up shares held by him. 

The liability of pa.t memben is dealt with iu s. 2~ (see notes nnder 
B. 28). Other qUe.Jtions regarding the matter are left to by-laws. For 
instance. model by-law, of producers' 8ocieti6-' lay down that a member who 
ceased to belong to the sooiety whether by his own wish or owiug to the 
action of the sooiety shall be forbiddeu withiu the period of two years to 
do work at any iudustry having the same objects or purposes as t.he society 
within the same district and shall be liable to suit for damages if he should 
do so. 

(z) provide for the nomination of a person to whom 
the interest of a deceased member may be paid or 
transferred; 

Commentary. 

Old law.-Tbis clause corresponds to the latter part of s. 43 
(n) of the Co-operative Societies Act, 1912 (see Appendix B). 

5.27 provides for the transfer of interest on death of a 
member to a person or persons nominated in accordance with the 
by-laws of the society (See notes under that section PPM 1405-50 
ante). 

Rules 20 and 21 (see Appendix A) have been made by the 
Government providing for the nomination of a person to whom 
the interest of a deceased member may be paid or transferred. 

The by.law. of the Poona Central Co-operative Beok provide that every 
individual member hBS a right to nomiullte any person to claim his Bhare 
or iuterest in the bank after hiB death. He may make this nomination by a 
writing under his haud deposited with the bank during his life-time or by a 
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_tatement _igoed by him. made in any book kept by the bank for the 
, pnrpoee. A. nomination eo made may be revoked or varied by another 

nomination limilarly made. The name and address of every pereon eo 
nominated and any revocation or variation, of snch nomination ahall be 
entered in the members' I\lgister maintained by the bank and an acknow
ledgment of Inch entry ahall be given \0 the member making a nomination 
or modification. To the person 80 nominated the member's ahare or intoreat 
in the bank or IUch portion thereof as may be specified in such nomination 
eball be paid or trlnsferred after the member's dcath. A. fee of annss four 
Iball be charged for every variation or substitution in or for the original 
nomination. 

RevoeatioD.-Revocation or variation has to be made dur
ing the life-time ofthe member. It cannot be made by a will. A 
minor member cannot ltgally appoint a nominee. 

Not_-By·lawB generally provide that the nominee must not be a servant 
or officer of the society without the sanction of the Registrar who will have no 
objection if the nominee is relaled to the nominator within a Ipecified 
degree. It is to be noted tbat ss rule 2: provides for the revocation or varia
tion in a nomination by another nomination made in acoordance with 
rule 21 <I) a nomination is not reyocable in auy other way than that 
prescribed in rule 21 (2) lI.g., by the subsequent will of the nominator. 
The raldl! b8lltow no power of beqaest or of appointing an heir but merely 
enable a aociety \0 dispOile of a deceased member I interest without liti
tion. The lOCiety is bound to follow the nominator's expressed wish; it 
must neyer become a patty to any family arrangement in regard to division 
of the property, It must pay to the person.nominated or to .. such person 
as may appPBr to be tho heir or legal representatiYe "!lnd leave him to fall 
in with any private arrangement. (For rules see appendix A. ) 

(aa) prescribe the cases in which an appeal shall lie 
from the order of a liquidator appointed under section 
47 ; 

Commentary. 

Old law :-This clause corresponds to the latter part of cL (t) 
of s. 43 (2) of the old Act of 1912 (see Appendix B). 

Notes-At present no appeal lies f£om the order of the liqui. 
dator appointed under s. 47, but the powers exercised by the 
11quidator being subject to the sanction of the Registrar, any 
person affected by an order passed by the liquidator may make 
a representation to the Registrar who may then pass such orders 
as he thinks fit [s. 610 (a)]. See notes to s. 71 (2) (t) and also to 
s. 50 at pp. 238-47, supra. 
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(bb) provide for the inspection of documents in the 

Registrar's office and the levy of fees for granting 
certified copies of the same; 

" 

Commentary. 

History-This clause is new. Rule 16 provides for the in
spection of certain documents in the Registrar's office and the 
levy of feos for granting certified copies of the same (see Appen
dix A for rules). 

(eel prescribe the procedure to be followed for the 
custody of property attached under section 55 ; 

Commentary. 

History-This clause is new. 
Notes-No rules have been framed by the Government provid. 

ing for the procedure to be followed for the custody of the pro· 
perty attached under s. 55 but rule 39 states that an order issued 
under s. 55 shall if not carried out be executed in accordance 
with s. 59. (See notes at pp. 276-82 ante). 

If the order is sent to the Civil Court undt'l' a certificate 
signed by the Registrar the Civil C')Ult is to executo the same in 
tho same manner as the decree of such Court and therefore, the 
procedure laid down in the Code of Civil Procedure will apply 
for the purposes of the custody of the property attached. • 

If the order is sent to the Collector accompanied by a 
cortificate signed by the Registrar the order shall be executed by 
following the same procedure as is adopted for the recovery of 
arrears of land revenue and the procedure for the custody of 
property so attached as is provided in tho Land Revenue Code, 
1879 should be adopttld. 

(dd) provide for the payment of contributions at 
such rates and subject to such conditions as may from 
time to time be prescribed by Co-operative Societies 
to any provident fund which may be established for the 
benefit of officers and servants employed by them; and 

Commentary. 

History.-This clause is new. S. 4·1 states that a society may 
(on tribute to tho provident fund established by such society from 
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its net profits, after the prescribed payments have been made to 
• LIle reserve fund. (See notes under that section pp. 217-18). No 

rules have been framed providing for the payment of any contri. 
butionl to luch funds as yet. 

(ee) prescribe the period and terms nnder which Gov
ernment aid may be given to Co-operative Societies 
and the terms under which the Government may gua
rantee the payment of interest on debentures issued by 
registered societi~s. 

Commentary. 

Hiatory.-This clause is new. It empowers Government to 
make rules in connection with the grant of loans to co-operative 
societies.-Bombay Lagislafive Council Debates, 25th July 1925. 
Rules have been framed by the Government of Bombay governing 
the grant of tagavi under the Agriculturists Loans Act, 1884, to 
members of co_operative societies with unlimited liability regis
tered under Act VII of 1925. (See G. R., R. D. No. A-57 uf 4th 
July 1922). So also rules are framed by the Government of 
Bombay governing the grant of tagam under the Land Improve· 
ment Loans Act, 1883 to co-operative societies registered under 
Act VII of 1925 and members thereof.-(See G. R., R. D. No . .A 
57 (a) of 4th July 1922). For the rulel, see notes under s. 33A 
at pp. 170-71 supra, and for details see the Hand-book uf Co
operaticmjar Societies in Bombay and Sind by the writer. 

(3) Government may, subject to such conditions, if 
any, as it thinks fit, delegate all or any of its powers to 
make rules under this section to any authority specified 
in the order of delegation. 

Commentary. 

Notel.-No such power has yet been delegated by Government 
to any autho~ty. 

(4)The power to make rules conferred by this section 
is subject to the condition of the rules being "made 
after previous publication. 

45 
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Commentary • 

. Previous Publication.-Under cl. (4) the rules are· subject 
to the condition of previous publicatian. S. 24 of the Bombay: 
General Clauses Act, 19040, says that a draft of the proposed rules 
has to be published for a certain period beforehand and objections 
have to be invited. If any objections are received they have to be 
considerCld and the rules have to be modified or not as may be 
thought fit in view of those objections. Mter that these can be 
made imd passed and have to be republished. 

Publication.-Where in any Bombay Act or any rule passed 
under any such Act, it is directed that any order, notification or 
other matter shan be notified or published, then such notification 
or publication shall, unless the enactment or rule otherwiso 
providss be deemed to be duly made if it is published in the 
Bombay Government Gazette.-S. 29. of the Bombay General 
Olause Act, 1904. 

- (5) The rules so made shall be laid on the table of 
the Bombay Legislative Council for one mouth previ
ous to the next session thereof and shaH be liable to be 
rescinded or modified by a resolution of the said 
Council tabled at its next session. 

Commentary • 

Notes.-This clause of s. 71 prescribes that after the rules 
have been made they shan be laid for one month upon the Council 
table one month before the next session that is to say, supposing 
the rules are made during the off season when the Council is not 
sitting, a copy of these rules must be sent one month before to 
every member of the Legislative Council. So that in addition to 
the opportunity of seeing them printed and published in the 
Gazette, the members of the Council will also have independent 
notice that these particular rules have been made and they can read 
them through at their leisure, and they will have one month within 
which to give notice before the next Council. The resolution will 
be (ully discussed in the Council and the Council will then decide 
whether any of these recommendations should be accepted or not. 
These will be statutory motions and they would be entirely differ
ent from recommendatory resolutions which have not the effect 
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of nullifying anything but merely, recommending that some 
action be taken by Government. ,These resolutions of a statutory 
nature moved under a rule. making clause in an Act like this are 
given priority 10 that they, may 'be really efi'ective clauses and 
may give the Council an efi'ectiye control over the rule-making 
powerl. As the rules are to have force of the law it is necessary 
that such powers should rest in the hands of the Council. 

72 (1) Every society now existing which has been reo 
gistered under the Co-operative Credit 

. Savi~g ,of exis~· 'Societies Act, 1904, or under the Co. 
log societies. t' S . t' A t 1910 h 11 b opera lve OCle les c, &, S a e 
deemed to be registered under this Act, and its by. 
laws shall, so far as the same are not inconsistent with 
the express provisions of this Act, continue in force 
un til altered or rescinded. 

(2) All appointments, rules and orders made, noti. 
fications and notices issued and suits and other proceed· 
ings instituted, under the said Acts shall, so far as 
may be, be deemed to have been respectively made , 
issued and instituted under this Act. 

Commentary. 

History.-This is s. 49 of the old Act of 1912 except that 
(2) is new' (See Appendix. B for the old Act). 

Under the Act of 1904 the registration of by-laws was 
not necessary. See notes under the head 'deemed to be rogistered 

, in s. 3 at p. 18 (supra.) 

73 The enactments specified in the Schedule are 

Repeals. hereby repealed in so far as they 
apply to the Bombay Presidency to 

the extent specified in the fourth column of the smd 
schedule. 
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SCSEDI1LW 

Enactments repealed 

(See section 73) 

Year I No. Short title Extent of repeal 

Acts of thll G0tJ6t'?Wf' 
Gerceral in COIlticil 

1912 II The Co-operatift Societies The whole. 
A.ct, 1912-

1920 XXXVIII The Devolution Act, 1920 •.• So mncb 88 relates to 
Act II of 1912. 

Ace ofthll fhv_ '( 
Bombay ill COlAlICi 

1920 ... I The Bombay Land Reve- The whole. 
Due Code ( Amendment) 
Act, 1920. 



APPENDIX A 
The Bombay Co-operative Societies Rules, t 927 . 

INo. ~978/24.-Whereas certain rules, which it was proposed tp 
make under section 11 cl the Bombay Co-operative Societies Act. 1925 
( Bombay VII of 1925), were published in Government Notification 
in the Revenue Department No. 5978/24 dated 14th July 1926: 
. And whereas the objections and suggestions received with I'e-

} ference to the said rule! have been considered by the Government 
of Bombay: 

Now therefore the Government ,of B:>mbay, in exercise of the 
powers conferred by 

No. 4358 of 30th April 1919. section 11 of the Bombay Co-opera
No. 321 of J.-d Februar,,1920. 
No. 1312 of 26th April 1920. 
No. A-Misc.-1568 of 24th June tive Societies Act. 1925 ( Bombay 

1920. 
No. 783 of 19th Marclt 1921. VII f 1925) d' 
No. 1937 of 29th July .1921. 0 • an m supersessioA. 
No. A-408 of 2nd December 

1921. of the notifications specified in the 
No. 6337-A of 28th March 

1923. 
No. 6337 of 10th May 1923. margin,2 are pleased to make the 
No. 7910 of 20th September 

1923. 
No. 8067 of 5th October 1923. hllowing rules:
No.9744 of 7th March 1924. 
No. 7910 of 23rd June 1925. 
1. Short titip;-:(1) These rules may be called the Bombay 

Co-operative Societies Rules, 1927. . 
Dejiniiions.-(2) In .these rules, unless there is anything repug

nant to the subject or context, (i) the expressioo .. the Act" meaniil 
the Bombay CO-.Qperative Societies Act. 1925; (ii) " section" means 
a section of the Act ; and (iii) words and expressions defined in. the 
Act shall have the meanings assigned to them in the Act. 

REGISTRATION 

2. Applicrztion for r(lg"~trafion.-f 1) Every application for the 
registration of B society under sub-section (1) of section 9 shall -be' 
in the form of Schedule A hereto annexed. 

I. Revenue' Deplt.rtmenf. Bombay, 11(1. August 1927. 
2. Governreent Notilieation8. Revenue Department,·· 
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(2) In addition to the c~py of the by-laws which is required 
to accompany the application for registration under sub-section (3)' 
of section 9 two other copies of the proposed by-laws of the society 
shall ,be forwarded therewith. 

(.3) In cases where one of the members of the society to be 
registered is a registered society, a member.of the Managing Com
mittee of such registered society shall be authorised by such· Com
tnittee by resolution to sign the application for registration and the 
by-laws on its behalf, and a copy of such resolution shall be append. 
cd to the application. . . 

COMMENTARY 

Two other copies are required to be forwarded for the reason that they 
are to be £iled in the Registrar's and Assistant Registrar's offices. (See 
notes to s, 9. ) 

This provision in cl. (3) of rule 2 is made in view oE the words, duly 
authorised in cl. (2) (b) of 8. 9. See notes to 8. 9 above. 

3. Decisian of Registrar to be communicated in case of reju.,al 
10 register.-lf the Registrar refuses to register the society or its by· 
law~ under section 10, he shall communicate to the applicants his 
reasons for so doing, . 

By-laws 

4. Matters in respect of which a society shall or may make by. 
laws. -( 1) The matters in respect· of which every society shall make 
by-laws are the following:-,. 

(a) The name and address of the society and its branches, 
. the tribe. class. caste or occupation of its members •. if the memo 
bership is proposed to be so restricted, and the area for which it 
is to be registered; 

(b) the object of the society. the purposes towhich its funds 
are applicable. the terms of admission of members. and theil 
rights and liabilities. the consequences of default in payment of 
any sum due by a member. and. in the case of credit societies. 
the conditions on which loans may be granted. and the rate of 
·jnterest and the system of calculation of interest and. the. maxi
mum number of members that may be admitted; and, in the casll 
of non-credit societies. the mode of conducting business. purchase. 
sale. stock-taking,.and other like matlers. . 
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(c) the mode of holding meetings. and. subject to the pro. 
visions of rules 5 and 6. the manner of making. altering and. 
abrogating by-laws; 

(d) the mode of appointment and removal of members of the 
committee and of the officers. if any. and the duties and powers 
of the committee and officers; 

(e) the manner in which capital may be raised; 

(f) the mode of custody and of investment of funds. and. 
"Subject to rules 14.17.18 and 19. the mode of keeping of accounts; 
and 

(g) the distribution of its profits. 

(2) Every society may make by. laws in respect of any other
matters incidental to the man~gement of its business. . 

COMMENTARY 

By.laws, future interest:-Under the English Building Societies. 
Act. fines. penalties and forfeitures are e",pressly empowered to be levied 
from the members of such societies. The power to fine members has been 
considered a necessary element in membership under the English Act. 
On the analogy of the English Act. societies might levy a penal rat~ upto. 
the dale of actual repayment.-Seventh Conference of Regilltrar8. 1919. 

5. By-lflws.-When a society has been registered. the by-la~s 
submitted under sub-section (3) of section 9 shall. subject to any 
modification approv~d by the Registrar. and adopted at a general 
meeting. having a quorum. by a majority of not less than two-thirds 
of the members present at such meeting. become the by-laws of 
the society. 

6. Amendment of hY-law .•• -By-Iaws may be made. a!t::red or
abrogated by a resolution passed at a general meeting of the society; 
provided that-

( 1) due notice of any proposal to make. alter or abrogate 
the by-laws is given in accordance with the by-laws; 

(2) the' resolution is passed by-not less than two-thirds of 
the me:nbers present at the general meeting at which a quorum 
shall be present. or. at an adjourned general meeting (at which if 
a quorum is not present within half an hour from the dme appoi~t. 
ed for holding the meeting. the members present shall form a 
q'Jor:Jm) and a copy of the resoiution is forwarded to the Registrar 
within a p:::ixl of three m:>nths fr.Jm the date of the meeting. 
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Acopyof the existing by.law or by·laws. so marked as to show 
tk alteratiW1s pr~pose'd to be made. and three copies of the pro
posed ame~dments signed by the officers of the society. shall be 
attached to the copy of the resolution; and 

(.3). the making. alteration or abrogation of the by.laws is 
approved and registered by the Registrar • . 

7. Loans and Deposils.-Every s:)ciety with unlimi.ted liabi-
.lity shall. from time to time. fix in a general meeting the maximum 
liability which it may incur :.in loans and in depasits from non
members. The maximum so fixed shall be subject to the sanction 
of the Registrar. who may at any time reduce it, for reasons to be 

. communicated by him to the society in writing, and may prescribe 
a period, not being less than four months. within which the society 
shall comply With his orders. No such society shall receive any 
loan or deposit from a non·member which will make its liability to 
non·members exceed the limit sanctioned by the Registrar. 

COMMENTARY 

The Registrar controls the borrowing power of societies with unlimit
ed liability, through provisions in by-laws. At the Ninth Conference of Re
gistrars opinion was expressed that if Registrars are allowed to inte~fere 
in this matter it is likely to create an impreasion in the minds of outside 
people that the Registrar cectifies that the society is good for the amount 
upto the limit which is fixed as the maximum borrowing power. The 
&Odeties themselves by their own work ought to be able to take ~p the 

. necessary capital and while societies depend on funds from central banks. 
and institutions the central banks should be in a position to assess the-
credit of the borrowing banks. -

8. Resfridions on borrcwing by societies tLilh limited liability.
No society with limited liability shall incur total liabilities exceeding 
eight times the total of its paid·up share capital and its accumulated 
reserve fund; provided that for the purposes of this rule gilt·edged 
securities owned by the Bombay Provincial Co.operative Bank or
by a District Central Bank may, upto an amount eq~l to twice the 
paid·up share capital. be excluded In calculating the liabilities. 
provided that such liabi:ities are incurred cn the following, 
conditions:-

(i) . the said gi:t-edg~d se:uritie3 owned by a District Central 
Bank shall be dep:>sited in the custody of the Bombay Provincial 
Oentral Bank: 
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(ii) in the case of the Sind Central Co-operative BarJc the 
said securities may be lodged with the Imperial Bank of India. 
and in the case of the District Central Banks in Sind the securities 
may be deposited in the custody of the Sind Central Co-operative 
Bank. 

.. Provided further that the Registrar may, for special reasons~ 
exempt any District Central Co-operative Bank in the Bombay 
Presidency including Sind which in his opinion is well-managed' 
from the operation of the conditions imposed by the first 
proviso,"-(G. R. R. D. No. 2882/28 0/16-4-30.) 

COMMENTARY 

" It is true that a society with unlimited liability is not entitled to, ask 
.s ~oon as i.t i. started for any extent of. loan because it i. of unlimited 
liability without any efforts on its part for thrift. The true commercial 
principle when a person asks for a loan is not the consideration what amoun. 
ilf savings the borrower has got, but what asset. he possesses. But in the 
case or agriculturists there is another consideration namely that the asse~s 
ilf an agriculturist which may be considered sound at one t:me may be' 
found to be of less value a short time after. 'The soundness depends o~ 
favourable monSoon. The assets of, the societies in unlimited liability 
societies form something like the capital; if members of these societies had 
large aasets 'of' deposits as theit savings they would' gel financia1 heiR 
from mone:r-Ienders .. easily and without much trouble. In all unlimited 
liability societi.,. the members are jointly and sevevaHy responsible for all 
their society's liabilit,.. Thus, there is large security for sums whicI. are 
lent to these societies and, therefore, it is not necessary to have any d"'; 
finite proportion"between the owned capital (plus reserve fund) and 
borrowed capital. In agricultural credit Hcieties owned capital should be 
understood in the widest sense namely all the assets of the members 
forming that sociely.~See tke proceedi1lg11 oJ. tke Bombay Provincial Co

'operative Conference, 19111. 

The Conference of Registrars, in 1926, recommended that the maxi
'mum borrowing power of limited liability societies, primary credit socie
,ties, central banks and provincial banks should not 'exceed twelve times 
,the owned capital (share capital plus reserve fund)~ , The borrowing 
power of limited liability Bocieties should have BOme reference to the own-, 
~d capital. 1 he Maclagan Committee decided to, fix it at eight time". 

It i. nece •• ary tolay down some relation between share capital and re
aerve and the amounta of loans and deposita. Instances had occurred where' 
in a society .hare capital plus the reserve fund amounted to 'Rs. 14,000 
but 2!'lakhs had been lent ouf in the district. Two years of famine and 
, -.:areity followed and the amOUftts due were nof recovered. The depoSitors 
-clamollFed for their money aDd the society c:ameto gri.et-Slxtk CI!Yn/erence 
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of Registra,.3.. 19ts. The provisions oE rule 8 are applied to tpe Bombay 
Provincial Co-operative Bank. Limhed. and the Sind Central Co-operative 
Bank. Limited. Karachi.-Bombay Government Gazette; Part 1. pages BBO.I!!1" 
( January to Ju.ne. 19!!9). This limitation is baaed first on the experience 
and practice of sound joint-stock banks and. aecondly. on the ground that 
as the advances made by central banks can be recovered only once a year 
and repayment has often in practice to be spread over a number of years 
it would be risky to allow the banks to incur outside borrowings too large 
in proportion to the permanent owned capital.-Co-operation in Bomball 
by ProE. Kaji. p. 39. J ' 

Vrba. Bank_This restriction is quite reasonable and is not such as tc. 
put unnecessary restraint on the aaEe acceptance DE deposits. IE we study the 
balance sheets DE various joint-stock banks we will Eind'that though these 
banks have no restrictions oE any law. to prevent them Erom accepting 
deposits at any stage. they consider it prudent and saEe not to go beyond 
ten times the share capital and reaerve Eund. The restrictions under the 
Co-operative Act is. there Eore. quite liberal enough particularly when we 
bear in mind that we have yet to provide expert management Eor our 
Banks.-Co-operation In Bombay by ProE. Kaji. p. 182. 

9. Shcires not to be hypothecated to the 8ociPfy.-The shares. 
~f a society shall not be hypothecated to that society by its mem
bers as a security for a loan. 

COMMENTARY 

, S. 25 creates a charge by the ~peration of law on the shares or interest 
\n the capital of a society.-This rule provides that a charge cannot be creat
ed by the act of parties. The solvency and the stability oE a society ,de
pends upon the strength of the share capital and also on the reserve fund. 
Shares are not made liable to attachment in execution of a decree DE Civil 
Court (s. 26). This provision is made 'in order that the share capital of a 
society should not in any way be disturbed by acts oE parties. :There 
should be a charge on the ahare capital of a member to the extent to which 
he stands surety to another. To the share capital not only the society looks 
but the creditors oE the society also. Upto eight times the society is autho
rised to borrow (rule 8) and but Eor this rule the security oE the persons whc. 
~re advancing loans to the societies will be reduced.-Bombay •. Legi.dotive 
Cou.ncil Debat", .Aug. 'I. 19B7. 

10. Dep08it. with Agricultural Credit Socielies.-Agricultural 
credit societies shall not accept deposits which are not fixed for a 
period of at least two months. except savings deposits in such socie
ties as have made in their by.laws provision for the encouragement 
of thrift among their members by the opening of savings accounts. 

COMMENTARY 
Current accounts are very desirable in primary 1I0cieties if the Eull 

beneEit of the co-operative movement is to be taken. But current accounts. 
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cannot at this stage be introduced in primary societies. for the primary' 
societies are not 80 developed as to be able to look .after .the !CompliCated 
machinery which bU to be set up in opening current accounts and meetin~ 
demands on them. Therefore. for the' purposes for which current acco\lnts. 
are required a determined effort has to be made to get Savings Banks 'Ac
counts introduced in full worl<ing order as SOon as possible in all societies. 
which are suitable by their·conStitution. It is necessary in order to develop 
,he resources of primary societies that they should have facilities of having
short term deposits and Savinge BanI< deposits. The distinction is this : In 
regard fa .. vlnge deposits. though the depositor is entitled to draw his sum 
at any time he is only allowed to draw it on certain fixed terms and' afte!" 
givintr a certain notice; with regard to short term deposits the' terms em 
which the deposita can be withdrawn are fixed. These conditions enable 
the societies to meet the occasions which arise from withdrawals.-See Pro
ceeding, of the Bombay Protlincial Co-operatillB Conference. 19111. The Com· 
mittee on Co-opeiation (1915) wrote: Societies 'have been found tal<ing
deposits at call and opening current accounts: but although the arrange
ment ia no doubt a convenience to the people the trouble of I<eepi~g the ac' 
count. and the risl< attending this practice mue it advisable to drop current 
accounts altogether and to prohibit the receipt of deposits at ~all in all pri
mary societies (para 60. ibid). Short term deposits may be taken as'they are 
often useful to meet demands for loans at times when Central B~nks. are 
not giving up funds. The only condition should he that' they should 'be 
repayable at harvest or at the season when the society anticipates that most 
repayments will come in (para 61. ibid). The value of Savings BanI< deposits 
ae a meane of encouraging thrift is eo great that societIes must be allowed to 
maintain them. There is, of course, the danger, when a societyundertal<es to 
ineet demands at a call. cash in hand must be maintained and this involves 
a risk of misappropriation by the society's officers. The cases oE malversa
tion of funds are not of rare occurrence and the difficulty might be met by 
arranging to keep a cash balance with a Central BanI< and requiring always 
a few days' notice for every withdrawal. The conjunction of savings 
deposits with the system of cO-operative loans'is a most important lactor in 
co.operation in all countrie., and the Indian Legislation on co-operative 
.ocieties i. expressly'stated to be based on the desire to promote tlirift 
and seU-help among agriculturists, artisans and persons of limited means. 

The co-operative societies' will furnish to agriculturists a safe method 
9f investing small savings in an institution at their oWn doors which is 
managed publicly by p.ersons whom they I<now and for objects which they 
~n see and test and such .savinge ~,!,ve proved in other countries to consti
tute good !ying money ( para 61, i,bid 5. 

. '11. Loons 0" SuretYflhip' of Non-members. - No society shall 
inake any loan to a member on a bond' secured by the suretyship 
of a non-me:nber; provided that the Registrar may, for .special rea. 
sons. exe.npt any socid:.r by name from the operation of this rule. 



The Bomba, CO-operative Societies [Ap~ 

COMMENTARY 

The Fourth ConEerence of Registrar ... 1909: The Bociety has .. ot 
tbe eame intimate knowledge of non-member. aucl their qualifications aad 
cannot es.ercise th. aame control o",er tbem, as. iD. the case of member .. 
The responsibility of member. offering sud. aecurity and of otber me .... 
be ... ia apt to be weakened, and ia any caa. an outside element is introduQlo 
~d into tbe society'a aHa irs. In certain instances, e. g. where the loan. is 
a very large one, it may well happea that. no ....... embe'·s security is f •• 
superior to. member's, Tbe fact tbat tbe iDterests 01 the society and 
Buret yare identical aa regards tbe main object. viz.. tbe repayment oE tile 
loan, diminishes the force oE tbe cbarge of introducing an outside elemeat.' 
Tbe Fourtb Conference oE Registrars (1909) agreed. 'that members wese 
always preferable to non-members as sureties, but it was not possible. t. 
GUSt. non .... embera by any hard and East rule. The Committee onCo-oper ... 
tion. (1915) wrote: It ia a well-knawn and dietingllisbing characteristic of 
co-operative ccedit that tbe primary security Ear allloana is personal. Th. 
idea of personal security impliea the power of a member to repay and thi. 
in its turn depends oa his capacity as a worker. his honesty ,of character. 
and lastly the amount of hia property. la other words it is to the m3A bim_ 
~eU and his aureties rather than to his ptop~tl" that regard is paid wLea 
ioan' is given. It is true tbst complaints are made that a borrower has some
iimes to pay some fee to get a surety and it, is alao true that by.the consti
tution of the society the members are jointly responsible for ~ach other 
but it h~s to be remembered that there are advantages in interposing all 
such securities aa are available before eadangering the Reserve Fund. 
Another consideration is that by tbe provision of such securities recovery 
ia facilitated and a further sqEe-guard is obtained against the grant of, ex
cessive loans or the miaapplicationol money borrowed.. So long as a mem:
bel' does not become raeponaible on behalf of bimaeU aa principal and of 
~ther. as surety for more than he can' be relied on to pay. there is aO 

.objection to members being mutually responsible for each other ~ither in 
groups of three or otberwise. There are advan'age& in tbe system, to. rc
~uire one aurety Eor a small loan. two for a larger loan and so on, as. it 
Places fewer diUiculties in the way of amall than. oE big loans. The 
Bombay Pro. Co-operative Conference" 1920. recommeDded that a,rule be 
isaued prohibiting the Bcceptance of non-member. as aureties by co-opera
tive societies but the Regiatrar may be authorised to exempt individual 
societiea from the operation of this rule. The reason is that members ate' 
amenabl. to aiscipline of the society and in case of default can he dealt with 
1IIlCU Arbitration Procedure enjoiaed by the Co-operative SocietiesAc:t. 
It i. advisable that membera only should be accepted as aureties. Security 
under co-operativo principle should be peraonal, i. e. it .bould depend upon 
the surety aa a person Ilnd not on his property .. By accepting aa'sureties 
petBons othet than members the society widena the -area of liability but the 
ide. is opposed' to the baaic ,principle of co~ration., The Confereace 
als~r.£ommended that power ahould I:.e _iTea te the Registrar' to' exempt 
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__ .ocietie. inc] .. dinc· t],_ ,,;Aida -are, JanDe,,} (or iJ.e be..eEit of 
Go.emmcnt Official. and .tlser. wlsere a Khat or. Ta]ukdar iBpapared ~ 
.... el ... .. rety for MB pear ..... Bnt. In _ casea it so UppeRS that it iii 
DOl ...... ible te HDd • member of a Neiety ... ·Burety. I .. such esse the' 
Registrar .. ay be empowered to make aa eseqotion. ' ' 

12. Wrilinrr ".II nJ bad debts.-Bad debts may be written off 
:against the reserve fund of any society. and. in the 'case of limited. 
liability societies. if the bad, debts exceed the reserve fund. ,the., 
balancct remaining may be written off against the share capital of 
~society~ 
- Provided that (i) no \'ad debts shall be written off without the 
sanction of a general meeting; (ii) before any such debts are sowrit
ten off. the sxiety. if it is affiliated and indebted to a Central Bank... 
-shall obtain the approval of that Central Bank. in writing. which 
-approval shall he given after consultation with the Assistant Regis-
trar. and 'shall be countersigned by him. If the society is not so 
,affiliated. or if the society is so affiliated and is not indebted to the 
Central Bank. it shall first obtain the approval of the Assistant Regis
trar in writing; and (iii) if the society itself is a C~ntral Bank. the 
-approval of the Provincial Co-operative Bank. given in consultation 
with and countersigned by the Registrar. shall first be obtained. 

COMMENTARY 

Where the societiea are indebted to the central bank or the provin
'Cial bank by way of supervision power is given to them to Bee whether a 
bad debt is written off or not. Where a society is affiliated to a 'central 
.bank 0. e. certain shares are subscribed 'to the central bank by the 
society) and is indebted to it then it is necessary to obtain the approval 
of the central banI. before bad debts are written. oli' against the reserve 

'fund_-BombaV Legi8lative Oouncil Debates. Aug_ 1. 1927. 
Principle-Bad debts should not be written off without tbe sanction of 

'some responsible official. in order to prevent the possibility of misappro
priations being concealed by the creation of fictitious bad debts.
,practical Auditing by Spicer and Pegler_ 

. 13. I nlerlent/irt(1:-F or the purposes of sub~section (1) of sec'
lion 34 a loan also means and includes a deposit made by one 
society with anothel'sbciety. 

" . COMMENTARY 

ne frame work qf the Aet is as follows: There ill the provincial 
'Bank at the top. That Provincial 'Bank supplies funcI.. to. the District 
'Bank. The District Bank gives Joana to the prim,;ry societies. If there is 
::rio District Bank then the Provin'cial Bank s,:,'pplies funds to the' primary 
.. oeielies. If any societ,. has KO' 8U'I'plus funds, the' Pro.vincial Bank i. 
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authorised to-take deposits. S. -37 says that-a societ)f may invest or deposito. 
i,ts funds with any bank or person carrying on the businesa of banking a~. 
proved for this purpose by the Registrar. A. soon as a deposit i. -received 
~e person who receives the deposit is debtor to that extent to the person. 
who makes the deposit •. A deposit! is as much a loan. because. to that 
extent the person who accepts the de'posit. is debto( to. that person wh~ 
makes the del'osit. S. 34 says that except with the general or special. 
sanction of the Registrar a society shall not make a loan to any person 
other than a member. The provision is made in order that the Registrar' 
should be in a'position to safeguard the interests of primary societies some 
of which are inclined to advance money'to other societies in order to. 
~ccommodate certain of their' friends who are member. in that society. 
If the primary society to which funds have been advanced has an unlimit
ed liability then the society advancing the loan has got no control what- . 
ever over the amount which they advance.-Bombay Legislative Council' 
Debates. Aug. 1. 1927. 

14. Accouflf>1. Refum~ and doc,-,ment,~.~I)Every credit so· 
ciety shall keep the following accounts and books. viz. :-

(a) A register of members including p~rsons nominated 
under se::tion 27 ; 

(tt) A register of shares and debentures (where capital is, 
raised by shares or debentures): 

(c) A share transfer register (where capital is raised by-
shares or debentures ); 

(d) Cash account; 

(e) Members' loan account; 

(f) Deposit account; 

(g) Loan registc.-r ; 

(h) Interest account; 

(i) Expense account: 

(j) Bank account: 

(k) Minute book. recording the proceedings of general. 
meetings; 

(I) Minute book. recording the proceedings of the Committee~ 

(m) Register of members" credit worthiness: 

(n) Such other accounts and books astnay :from time to
time be prescribed by the Registrar. 

Provided the Registrar may exempt any society or class of' so-· 
cieties from the operation of clause (1ft) menti':>ned above. ' . : 
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(2) Societies other than credit societies shall keep the accounts 
and books mentioned in clauses (a). (d); (k) and (I) of sub-rule (l} 
and such other acc:Junts and books as may be approved or. from time· 
to time required by the Registrar. 

15. BII whom copies 0/ documents or entries may be cprtified" 
-For the pUPp:Jse of section 31 copies of documents or' entries in. 
the b:Joks of a society may be certified by any officer of the society. 

16. InHpection of document.~: Fees.-Members of co-operative
societies or the p~blic may inspect the following documents in the. 
Registrar's Office free of charge and may obtain certified copies 
there:>f. on payment of the following fees :-

Application for registration of a society Re. 0-2-0 each. 
By-laws of registered societie3 ••• Re. 0-2-0 per folio~ 
Amendment of by-laws of a registered 

society ••. Re. 0-2-0 per folio., 
Certificates of registration ••• • •• Re. 0-2-0 each. 
Orders for cancellation of the registra-

tion 'of a society .. ' .•. Re. 0-2-0 perfolio., 
Audit memorandum of a'registered ', •• 

society ... Re. 0-2-0 perfolio. 
Annual balance sheet ... Re. 0-2-0 perfolio. 

COMME.NT ARY 

Seventh Conference of RegidtrarIJ. 1918: , 
.. S. 74 of the Indian Evidence Act describes a public document anel 

s. 176 compels a public officer to supply certified copies to persons entitled 
to inspect the originals of such public clocuments on payment of fees. A 
rule under B. 43 of the Co-operative Societies Act describes the classes of: 
documents in a Registrar's office which the public have.a right to inspect 
and to prescribe fees for the supply of c;ertified copies of such documents." 
In the Indian Companies Act there is a provision that certified copies or 
documents filed with a Registrar shall be supplied to any person on pay
ment of certain fees. There are public documents within the' meaning of 
S. 71 of the Indian Evidence Act. Publicity is a part' of the life of co'" 
operative societies. Confidence would be inspired if copies of documents. 
",ere given .. Feea ought to be imposed in order to check captious. inquiries. 

17 .. Regislrq.r may. require ,Nfalements and returns to be fur. 
ni,9hed.-The Registrar, may re::tuire a~y society t9 submit any state~ 
ment and any periodical return of re::eipts and d.i.sbursements on. 
such dates and in such for~ as he may prescribe. Every housing 
~ociety shall submit a property. register to the Registrar .on such 
dares a~d in such form ashe may .prescribe. . 
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18_ Periodical fina1U!ial statements to be /urniBhed_-AU re.
gistered societies classified by the Registrar as Central Banks or as 
Urban Banks with a wOl'king capital of more than R5. 50.000 shall 
submit to that officer a quarterly finance statement in the form pres
«ribed by Government for the quarters ending Marcil 31st. june 
30th. September 30th. and Dccenter 31st. not later than April 
30th. july 15th. October 15th and january 15th. respectively. 

19. Annual balance shp.pl.-On or before April 30th of each 
year the committee of every society shall publish an annual balance 
~hect. showing (a) the profit and loss. and (6) the receipts and ex
penditure of the previous financial year. and (b) the assests and 
liabilities as they stood on March 31st. This balance sheet shall be 
-qpen 1.0 the inspection of any member during office hours at the 
-office of the society and a copy thereof shall be submitted. before 
May 15th. to the Auditor appointed by the Registrar for the audit 
-of tltat society. 

20. Transfer of lnif'resf.-The name and' address of every 
person nominated under section 27 and any-revocation or variation of 
such nomination shall ,be entered in the register kept under rule 14 • 
.sub-rule (1). clause (a). 

21. NOllliTiatiO'1t 0/ Person.'1.-(l) A member may. by writing 
under his hand deposited with the society during his life-time. or 
by a statement signed by the member made in any book kept by 
the society. nominate any person to whom under section 27 his 
share or interest in the society. or so much thereof as may be speci~ 
ned in sucbnomination. shall be paid or transferred on his death. 

(2) A nomination so made may be revoked or varied by an
.other nomination similarly made. 
. 22. Distribution of pro/ifs.-In calculating the profits of a so

·c;:iety for the year. for the purp:>se of declaring a dividend or bonus • 
.all accrued interest which has been unauthorisedly overdue for more 
than ~ months shall be deducted from the gross profits of the year 
before the net profits are arrived at. All accrued interest. that has 
been so deducted from the profits of the year and is actually recover
-ed. during the subsequent year. may be added to'the profits of the 
subsequent year. 

, COMMENTARY 

The Eighth C~nierence oE Registrars at Simla 1918 paased the follow
ing resolutions in accordanclI with the recommendation. of 'th.' Committee 
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'OD Ce-operaticm. 1915," that fte pre"incial it....k M eentral aankshollld 
take into account unroaUaed overdue .interest' for the purpose of payment 
of dividends unleas permitted to do' so by the Registrar or some' other 
peraoft authorised by them in that behalf and subject to such conditions as 
lIlay be laid dowa;" ..... tbat .. o primary IIOciety should take intlt account un
realised ever-clue interest for the purpose .of declaring; profits _less ;Pet"
milted to do so •• etc:. S. 71 (p}provides that rules. may he .framed preacfib
ing the conditions under which profits may be distributed to the member. 
of a society. The Committee on'Co-operation (1'915): Central 'Banks have 
shown large ftet profits anef' consequently declared large ·dividends by
reckoning as profit. considerable 8ums of interest due from SGcieties. In 
ease. where the accrued interest is Dvcrdue and has Dot heen paid by the 
debtor society thil pr~ct~e i8 wrong. Societies might default in the pay
ment of interest year after year and in such cases it would be wrong to. 
trest interest earned as available for dividend. Societies have to deal 
with persons who have not much property moveable or imm_eahle' which 
could be attached or sold. It was proposed that interest accrued but over
due for more than six months should be excluded from the calculation .f 
profits for distribution both in the case of pr.imary societies a;'d central 
banks. 

2.3. Distriliution of bOllu.q.- No registered society shall dis
tribute any bonus on shares beyond the ,dividend declared undel' 
section 38. 

24. Payment of dividend b!J Consumpr·.~ ProduCPr'8, or Hous
ing Sr.cip.fiP8._No Consumer~', Producers' or Housing Society shall 
pay its shareholders a dividend exceeding 6} per cent. in any yeal" 

· on the paid-up share capital standing in the name of each share
holder. If a .society is unable to pay a dividend of.6! per cent. in 
any year it may make good the deficit by paying the difference out 
of profits in future years. 

25. Distribution 0/ balance of prnfils.-Any distribution of tho 
remaining balance of profits under se:tion 40 and after the distribution 
of dividend under secti:>n 38 shall be in accordance with the by-laws 

· Qf the society regarding such distribution. It shall be in proportion 
to the wages earned by each member iil the case of a producers· 

· society, and to the amount :cf gO:Jds purchased by ·each member. 
or, wher.e it i3 so pr:wided in the by-laws, by each member or cus
tomer, in the case of a c:Jnsumer3' society. It shalll:llso be in pro
portion to the amount of rent paid py each member in the case of a 
Housing Society, and, in the cas~,Qf a.re30urccsociety.may be in 
pr.)~:>rti:m t::>the g:Jod. obtained or sold through thesociety,by each 
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member. or to the loans borrowed from; and the deposits made 
with. the societY by each member. 

26. . Restrielian an dislributian of funds by w~y of bonus, dim • 
.c.endor otherwise.-Without the sanction of the' Registrar. n~ Part 
'Of the funds of a registered society shall be divided. byway of bonus 
or dividend or otherwise. amongst its members in any year unless 
the entire expenditure incurred by such soci~ty has been debited in 
the annual profit and loss accotktbef~~. the net profit has been 
-calculated. . 

. Provided that any loss or portion of loss on account of bad debts 
written off during the year may not be· so debited if it be deducted 

.from any bad debt or \\ith the sanction of the Registrar from the 
Reserve Fund. . 

27. Investment of /unds.-With the previous sanction of the 
Registrar any society may invest its Funds. or a portion thereof. in 
the purchase or leasing oE land or buildings arid in the construction 
of buildings. provided that the purchase of such land or the con
struction of such buildings is likely to be advantageous to the society 
in the conduct of its business. 

28. Reserve Frtnd.-The reserve fund cf any registered soci
ety may be utilised in the business of the society. or be invested or 
-deposited in any of the ways mentioned in clause!! (a), (b). (,.) and 
(d) of section .37. The Registrar may. for reasons to be communi
-cated in writing by him to the society. by general or special order. 
-direct that the latter course be adopted. In the case of a society 
-constituted with the object of. co-operative housing on a co-partner-
ship tenancy basis. the ·reserve fund may be utilised for expenditure 
on the maintenance. repair and renewal of the buil~ings. of the 
society. 

29. Audil:-Societies with a total working ·capital exceeding 
Rs. 50.000 at the beginning of the Co-operative year may berequir
·ed by the Registrar to bear the charges ofthe audit of their .accounlS. 
The amount of the charges to which they are liable shall be fixed 
by the Registrar and shall be re::overable under sc::tion 65. 

COMMENTARY 

Co-operation would not go on without assistance from Government. 
In European countrieS help was freely given in the form of Sbte contri
bution to the expense of audit. In -unlimited 80cieties a reserve fund must 
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.be built up and tbis would be impossible in a great .many eases if the audit 
\ eost. were levied. [The Bom.bay Co-ope,rative Departmental Conferenco 

·(1916) paued a res~tion that a full and thorough Government audit is 
very necesoary and very desirable in the interests of the advancement of 
'the movement in order to ensure the confidence of the 'investing public 
until it. progress justifies the audit being taken, over and managed by 
the .ocieties themselves in consonance with the fundamental principle of 
,sell-help in co-operation. In point of fact there is no method of control by 
which co-operative 'societies can be said to be controlled in anything like 
.. 0 thorough a manner as audit. and so long as the audit remains entirely in 
.the hands of the Registrat. it may be taken that lhe control of the societies 
remains in his hands also. H anything i'a to be done in the direction of self .. 
control and s~lf-help then audit is one of the directions in which the burden 

'Could be shouldered.-Bomba/l Provincial Co-operati,,?e Conference. 1919. 

30: C"arge.~ for audit.~ The Registrar ~ay. with the previous 
sanction of Goverriment. lery ~n audit rate not exceeding -! per cent.! 
-calculated on the 'working capital of every registered society. as it 
'Stood at the close of the' last preceding 'co-operative year. and 
.employ the proceeds of the rate in maintaining a staff to audit the 
accounts of such societies. ,Societies falling under rule 29 'shall be 
t::xempt from this rate. Audit fees assessed under this rule shall be 
recoverable under section 65. 

31. Audit of A(COUlIis of aon.~Ump.r8· Sncieties.~(1) Con
sumeu' Societies with a working capital exceeding Rs. 50.000 may at 
their option arrange for their own annual audit independently. The 
societies arranging for their own audit shall report the fact to the 
Registrar before the 1st of May every year. Failing the receipt of 
a report from any Consumer's Society before the 1st of May in any 
.year. the Registrar shall arrange for the compulsory audit of such 
society by an, official auditor. When' the audit is made by an 
official auditor. a fee of Rs. lOper, day for the whole period of the 
audit (a portion of a day being treated as a full day) shall be re
-covered from the society and credited to Government. 

(2) If. after an inquiry under section 43 or an inspection under 
, :section 44. the Registrar has grounds for thinking thbt the audit 
arranged independently by the society has been seriously defective. 
he may order the official auditor to make a fresh audit of the 
society. ,and may recover the cost of the audit from the society. 

I. It is proposed by Drab Notification No. 3818/124 of 5-8-1931. pub
lished in B. G. G .• p. 1809. of 6-8-31. that the ligure 5/8 be substituted for 
the figure "1/2"; 
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32. Arbifralion.-When a dispute hll'3 been refet'red to the
Registrar under section 54. the Registrar or Iris nominee shall issue
a notice to all parties. and. unless either of the parties desires. 
within 15 days of the issue of such a notice that ·the matter.be 
referred to. arbitration. shall proceed ta decide the dispute himself. 

When either of the parties desires that the matter be referred 
to arbitration the Registrar ( or his nominee) shall call on each. 
'party to nominate its arbitrator within 15 days. and to send a state
ment signed by the proposed arbitrator about his willingness to. 
"Serve as an arbitTator. When there are more persons than one on 
each side. the principal party on each side will have the right to. 
nominate the arbitTator. In such cases the Registrar will decide who. 
'is the principal party and his decision shall be final. 

Where either of the parties fails to make a nomination wit..lUn. 
the period aforesaid the Registrar may nominate an arbitrator on. 
behalf of such party. 

The RegistTar or his n:>minee will a:t as Chairman of the Com
.mittee of three Arbitrators. He will fix the date and place of hear
ing the dispute. and carry on the ne::essary c:>rrespondence In 

connection with the disposal of the case. 

When any dispute is referred to the Regi~trar' s nominee or to. 
three arbitrat~s for decisbn and is not de::ided by them within two. 
months or such furLher period as the Registrar may allow. the Re
gistrar may decide the dispute himself or refer it again to his 
nominee for decision. 

33. Registrar may appoint any perRon to be his nominee for 
any sppcified area.-The RegistTar. by spe::ial order to be notified in 
the Bombay Government Gr1.zelte. may appoint any person to per
form the duties of his nominee for disputes arising in any one-Q't
more co-operative societies within any area specified in the order. 
for a period to be specified in the order. Such period shall not 
ordinarily exceed one year but may be extended by further special 
order for a further period not exceeding one year in each case. 

34. Payment of expenses of arlJitratinn.-The Registrar or his 
nominee and the arbitrators shall have pow~r t:l order the expenses 
of determining the disputes t:> be paid out of the funds of the society, 
or by such party or partie:> to the dispute as they may think fit. 
ac:ording t:> a scale l~id down by the Registrar.' The Registrar may 
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fix the fees to be paid '0. his naminee out of the expenses so re
covered. 

COMMENTARY 

I.n)' of arbitratioa coat. under tile ... dinary Ia,., cannot be justifiedr 
Th. power to levy COIIt. of arbitration has been taken by this rule but it 
appear. doubtful how far it i.legal unle •• the Act i. suitably amended. 
( Bee alllo proceeding. of the Tenth Conference of Regilltrarll. 19ftB. J . 

• Out of the F~nd. of the Society •. -Some ·of the . parties . in auita 
belore the arbitration court. are abaent ,.,hen award. are· paned. In BUch 
_a the society has to beac the ... pe ...... It generally .ucceeds ·i .. 
realising them by e .. eeuting tho arbitrat ... '. awarda.--BllmbCJgLegilllatifJs 
Council Debatell. 1. .Augu3t. 19ft? 

Regiatrar may fi>< fee. to be paid :-There are housing societies, ia. 
and around Bombay and when disputes ariae in theae aocietiea which re
quire to be settled by arbitration. arbitrators who are wilIing to work 
gratis cannot be obtained. The object of this rule is to permit lees in: 
certain cases to be paid, in casea whore the Registrar thinb that fee. must· 
be paid and where the Registrar thinks that otherwi.e no arbitrators will be 
forthcoming. It i. not that feea will be paid iD every case. Fees will be. 
paid according to the nature and amount of work that is to be done in a 
particular reference. Thia power is taken because the difficulty of securing· 
voluntary workera to arbitrate is partic"'arly felt in the case of dispute. 
in houaing aocietiea.-Bombalf LegilliatifJ8 Debatllll. 1 .Aug.. 19n. S; 4J. 
(I) of Act 11 of 1912 did Dot inveat with power to gmke rules to levy costs 
01 arbitration and in fact DO rules were framed by the Government of 
BOlDbay in that direction. as the levy of arbitration costs under the law 
as it stood ._ not justified. Tlaere waa no pl'ovisioD of law ander 
which coata of arbitration could be levied or included in the decreeoE 
the arbitrator. With a riew to make the levy of the costa of arbitration 
legal this clauae haa been inserted. (The Tenth ConEerence. ·of 
Registrars. 1928. have pa .. ed a resolution recommending an amend
ment to the Act of 1'912 pl'OYiding for· power to levy cost •.. 0£ arbitra
tion.) The Government .fBombay J.aa accordingly· framed the. ab""'e 
rule • 

.35. Procedure in a.rbilrafio3 proceedings.-The Registrar or 
his nominee shall record a brief note in English or in vernacular of 

. the evidence of the parties and witnesses who attend. and up~n the 
evidence so recorded. and upon consideration of any documentary 
,vidence produced hy either side. a decision or award. as the case 
may he. shall be given in accordance with justice. equity and good 
conscience, and shall be reduced to writing. If any paztydulysum
moned to attend fails to appear. the dispute may be de~ided ,~_ 
par/e. In cases ~here three arbitrators are apI>oi~ted. the opini?l 

2 
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of the majority shall prevail In case of equality of votes, it shall 
be decided by the Registrar himself. 

36. Appearance by pleaders.-In proceedings held under rules 
.32 to 35, no party shall be represented by a legal practitioner. 

37. Execulian of armtratirrn orders in special cases.-Subject 
io the provisions of section 59 of the Act. the Registrar may by an 
order in writing specially authorise any officer of the Co-operative 
Department not below the rank of a S~ial Mamlatdar or an Audi· 
tor to call for and send arbitration orders obtained by any society 
for execution. The societies in respect of which these powers are 
to be exercised by the officers so authorised shall be mentioned in 
the order. 

37 A. U When recovery of arbitration awards is made by vil
lage officers, the Registrar shall have power to order the expenses 
of such recovery to be paid out of the funds c.f the society or by 
such party or parties in default as he may think fit according to a 
scale laid down by the Registrar." (G. R. R. D. No. 684/28 of 
18.8.1980. ) 

38. Liquidatirrn.-Where a Liquidator has been . appointed 
under section 47 the following procedure shall be /Adopted :-

(1) The appointment of the Liquidator shall be notified by 
" the Registrar in the Bombay Government Gazelle. 

(2) The Liquidator shall at once take charge of the books and 
"; property and assets of the society and publish by such means as 

he may think proper a notice requiring all claims against the 
dissolved society ~o be notified to him within two months of the 
publication of the notice. He shall thereafter proceed to take 
such further action as he is empowered to take under the Act. 
All liabilities recorded in the account books of a society shall· be 
deemed to have been duly notified to the Liquidator. 

(3) The Liquidator shall make separate orders against the 
various members and past members of the society, noting the 
amount to be realised from each as a contribution under clause 
(d) of section 50 and as the cost of liquidation under clause 

: (i) of the said section. These orders shall be submitted for approv
al to the Registrar. who may modify them or refer them back to 
the Liquidator for further inquiry or other action or may forward 

• "them for execution under section 59. 
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(4) If the sum assessed against any member is not recover. 
ed, the Liquidator may frame a subsidiary order or orders against 
any other menJber or members to HIe extent of the liability of 
each for the debts of the society, until the whole amount due 
from members is recovered, and these ordel'!! shall be dealt with 
jn the same way as orders under sub-rule (.3). 

(5) The Liquidator shall submit a quarterly progress re
port to the Registrar in such form as the Registrar may require. 

(6) AU funds in charge of the Liquidator shall be deposited 
either in the Post Office Savings Bank or in a Central Co
operative Bank, and shall stand in his name. 

(7) Where recovery of the dues is made by village officer$ 
the Liquidator may pay to such officers remuneration at the rate 
of one per cent. cf the amount collected by such officers. 

(8) The Registrar shall fix the amount of fee. if any. to be 
. paid to the Liquidator. 

(9) At the conclusion of the Liquidation a general meeting 
of the members of the dissolved society shall be called at which 
the Liquidator shall summarise his proceedings, point out the 
causes of the failure of the society, and report what sum, if any, 
remains in his possession after meeting all the liabilities of the 
society, as determined under the rules . 

.39. Execution of orders.-Every order passed by the Regis
'trar under section 50A and every order issued under sectio~ 55, 
shall, if not carried out, be executed, in accordance with section 59. 

40. Disposal of recards 0/ a society whose registration is can. 
celled.-(1) When an order directing a society to be wound up is 
issued under section 47 and no Liquidator is appointed, the 
officers of the society which is wound up shall. within 15 days of 
the publication of the order in the Bombay Gooernment Gazette, 
send by registered book post or railway parcel, the records and 

. books. of the society to the Assistant Registrar or hand over the same 
1;0 the local Auditor. 

(2) When the affairs of a society for which a Liquidator has 
been appolnted have been wound up and an order cancelling the 
registration is made under section 49, the Liquidator will forward 
all the bo:>ks and re::ords of the cancelled society, and all his own 
papers and proceedings, by railway parcel to the Assistant Registrar, 
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together with an account of his expenses. showing how the balance 
has been disposed of, and attaching the receipt of the person. to 
whom it was handed over. 

(.3) All the books and records of a society whose registration 
has been cancelled and the proceedings of Liquidation shall be 
destroyed by the Assistant Registrar, after the expiry of two years. 
from the date of the order cancelling the registration of the society . 

. 41. Interest i7l1iquidati01& proceedings.--On any debt; which 
is due from a society that is being wound up, the creditor 
may prove for interest up to the date of the Registrar's order for 
~inding up at a rate, which, in the case of the Bombay Provincial 
Co·operative Bank or a District Central Co-operative Bank or other 
Co·operative Bank permitted by the Registrar to finance societies. 
shall be the contract rate. and in other cases shall be a rate to be 
fixed by the Registrar and not exceeding the contract rate. 

Provided that. if any surplus assets remain after all liabilitiesL 

including liabiliLies on shares. have been paid off. further interest 
on such dobts at a rate to be fixed by the Registrar and not exceed
ing the contract rate may be allowed to creditors from. the date 
mentioned abcve up to the date ,of the repayment of .the principal. 

42. S~ce of summonses miscellaneous.-(1) Summonses is
sued by the Registrar. or by a person authorised to hold an inquiry 
or to make an inspection or by the Auditor or Liquidator. or by the 
Registrar's nominee, under scction 58, shall. if sent for service to· 
a Mamlatdar or Mahalkari. be served by such officer. 

41 Fees to be credited fo Governmenl.-All (fees) fines levied 
under section 61 and rule 42 shall be credited to Government. 

44. Mode qf serving sitmmonsetl.-(l) A summons issued by 
any of the officers meptioned in rule 42 may be served personally 
or through a Mamlatdar. Mahalkari or any member of the Co-opera-. 
tive Department or any Honorary Organiser or Chairman or Secre
tary of the society or by registered post; acknowledgment paid. 

(2) The serving officer shall, in all cases in which summons 
has. been served. endorse or annex, or cause to be endorsed or an
nexed. on or to the original summons, a return stating the time when, 
and the manner in which the summons was served. and the name· 
and address of the person (if any) identifying the per30n served. 
and witnessing the delivery or tender of the summons. 
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(3) The person issuing the !lumPlons Pl!!y exliII\inc the 
. serving officer on oath. or cause him to be eo e]!:allline<l by th~ 
Mamlatdar or Mahalkari through whom it is served. lind' may 
make such f"rther inquiry in the matt~r as he thinks fit; and shall 
either declpr(l thlit the; summqns has been duly served or order it to 
be served in such manner liS he thinks fit. 

COMM~NTARY 

SummODS may Ioe served through ChairmaD or Secretary of th. 
lociety.-It i. necessary to enforce some of the duties on the Chairm!,n Of 
the Secretary of societies just to II-'QUSf!' thelll to their responsihilities. U 
the Chair~n or the Secretary he an jnterested party then the duty ~y 
betransferred to other officers menti"ned in the rule.-poee 'he proceedings 
of'h, Twelfth Bomball Provincial Conference. 19B8. . 

45. Membership of two societies w#h ~nlimited liqbility prohi .. 
bited.-No person being a member of a society formed on a b~sis 
of qnlimited liability shall be a member of any other society formed 
on a ~imil,ar basis without the special or general sanction· of the 
Registflir; and where a person has becw.ne a m"ml:J~r of !:WO such 
·8OCiaties. either or both cJ the societies lihall be bOWld to. reqlOVe 
him from membership upon a requisition from the Registrar to tltat 
·effect. . 

COMMENTARY 

Membe ... hljo of two societies with I:Inlimited liability prphi!>ited.
V.der S. 11 (d} and (y) th" Gover,.ment may ~ke rul". whicQ ",,,y. pr'l!
cribe Jhe conditions t. be complied with by persons .pplying for II-dmissiol!, 
·withdrawal.nd expulsion of members. Rille 4 (b) IIf 'hI' BombliY C,,
·operative Societies rul!l's. 1921. lays down lhat every \loci".y shall make by
la_ of th, '"rlDll of admission "I member. and th"ir right!, and Jiabilitiel/. 
The model by-law 10 (£) of co-operative credit .oei~~ie. with. unli",it!=d 
.liabilil,. provide, ,ha~ a m .. mber ..... y he e;ltpeU"d if btt per~iptentlv b.,rr.,ws 
Io.ne l="1.aewhl'r. ~~IJ from ~he !loci",y withou* first "ommuni~ting his 

.in.ttnJjQ!J tq ~h. ~naging ItOmmiJ~fl an4 A"aring wAat tA"y bavliI t08/i1.1 by 
. way pJ ,.c{vi". pr warning.\Js..is. strict R.aiHeisep '111" tba~.~ J1I.!=mbt:r .,£ 

" .. ei"J), with. unlimi~e.d liability .h"uI4 Rot b" "d",itt"d ~~9. fl 'Be~onfl 
~mil.t!l' lIocieJ,.""cJ if hi' h"cpm"s.a IIlIImber of anoth,e, ,imjip.r .s~cietf !lnc! 
.r,:fU8fls ~p ·witluirJ1.w be IIJIa)' \>.. exp"Jl"d. The BPcieti~" are cor'pol!1te 
hl»dip .,,4 it is t~ 1!Q,,~t,. ~4 not JAe ~mJ>~1J .... r.oDl'll,. w¥eh ttntttr ip.~ 
~ ,cOl!tract. The ""limitfldliability is wh~t U, t"r",e4 "o~triplJt~ry ,i"bility.· 

Object.-In the case of unlimited liability society. in ",e. of Deed 
·.rieing for discharging theit liabilities the whole property pf the memb-.r 
"-e ... i .. pledged to the society fat the .atisfactien of .h" claims qf lbl: 
·eoc:iel¥·' uepi!;ots .nd tlws DO remnant u~ill' available w Poing p~dgeJ 
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elsewhere. It has. therefore, been found necessary to prohibit member. oE 
one unlimited liability Socie ty joining another society of a similar type ex
cept under special circumstances,-Tenth Bombag Provincial Co-operative 
Conference, 191!1. 

46. Societies not to lie involved in contra/lersial mflt/P1'8 of a 
religious characfer.-No society may take any action which would 
involve the society in the discus!!ion or propagation of controversial 
opinions of a religious character, and the Registrar may prohibit any 
action or rescind any resolution which in his opinion is of such a 
tendency. 

COMMENTARY 

History.-The Committee on Co-operation in India, 191 S, wrote: " It 
i. necessary that Government should exercise it. power to prevent any 
misuse of the co-operative organisation to further religious or political 
aims. The Co-operative Societies Act indicates that societies are intended 
for the promotion of the 'economic interests of their member •• (See s. S ). 
It is obvious that an organization like that of co-operative societies might 
in certain circumstances be emptoyed for improper objects, and it would he 
unwise for Government to deprive itselE of the power to intervene if it 
saw it developing in undesirable direction.... From the political point of 
view the Committee found the societies aHording an excellent out-let for 
the public-spirited activities of Indians who desire.! to ameliorate the
conditions of their fellow country-men on the lines of seU-help. In view 
of the recommendation. of the Committee the Bombay Government haa 
is.ued this rule. 

The Legislature has ·no right to confer special privilege. on an orga
nisation that i. definitely allied to one political party in the country. The 
time has come for provision to be made for the prevention of the applica
tion of co-operative funds for political purposes. During the last few years 
the tendency to apply the funds of an e .. entially non-political society 
for political purposes has increased. There is no reason why memhers 
of a co-operative society who desired to subscribe for political purposes 
should be disabled from doing so, but that was not the same thing as forc-· 
ing a minority to see the resources of prestige and influence or their locat 
branch used for one political party. It seems to be a most dishonourable 
thing that a majority in a body consisting of persons of mixed political 
opinions should devote money to a political object. The co-operative
movement was a great and splendid movement which should be purged of its 
faults. Politics was becoming a vital principle in the co-Operative move
ment: whether it is really for the benefit of the members is a question. 
There are co-operative societies where the alarm is iaken and the political 
agitators had been practically cleared out. 

Political.,;...g. 71 says that Government may, for the whole Presi
dency or any part of the Presidency, for any society or class of societies 
lIlake rules to carry out the purposes of that Act. The purpose .. of thia 
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Act are the well-being of the society, amity and good feeling between the 
different member. of the society. If certain member. of the 80ciety thinlc: 
that they can advance their material or moral interests by supporting a 
certain cause or upholding a certain political opinion they should not be 
barred from holding that opini6i1 and disouBBing cortain matters. The word 
political i. nowhere defined. It i. vague. The Trade Union8 Act de
finitely provides that the member. of the union have the right to sub
scribe to a political levy if they decide to do 80 on their own votes. Then. 
tbere is no reason why there should be any intederence. 

Religious character.-If the religious opinion is not of a controversiat 
nature the rule does not debu the Bociety feom taking any action. The. 
societies are intended for the well-being of the people for amity and not for 
.trife. but for good feeling between the different members of the society.
Bomball Legislative Cou.ncil Debates. B AU.g •• 19'7. 

47. Registrar 10 keep a record of names, addresses and by-laws of 
3OCietieS.-The Registrar shall keep a register of the names and ad
dresses of all registered societies and shall record a copy of the regis
tered by.laws and subsequent amendments to the by·laws of such. 
societies. 

SCHEDULE A, 
( Bee rule B. ) 

Form (If application Jar registration of a Bodety. 
1. Name of proposed Society -
2. Address to be registered 
3. Is liability limited or unlimited 
4. Area of operations 
5. Objects of the Society 
6. If the capital is to be raised by shares. what is the number 

and value of shares which it is proposed to issue 
1. In other cases, what is the amount of the capital it is pro-

posed to raise by loan or deposit . , 
8. Language in which the books and accounts will be kept . 
9. With this application for registration are sent three copies 

of the proposed by·laws signed by the applicants (not less than ten). 

( Signatures) 

Place of residence. 
village and taluka 



'APPENDIX B 
ACT No. II OF 19121 

I 1st March. 1912. 1 
[A" modified lip to 1st Decem1Jer. 1928.) 

Au Act to amend the Law relatiDg to Co-operative 
Societies. 

WHEREAS it is expedient further to facilitate the formation 01 
Co-operative Societies for the promotion of thrift and self-help 
among agriculturists. artisans and persons of limited means. and 
for that purpose to amend the law relating to Co-operative Societies : 
It is hereby enacted as follows:-

Preliminary. 

1. (1) This Act may be called the Co-operative Societies Act. 
1912; and 

Short title ... d (2) It extends to the whole of British India. 
extent. 

2. In this Act. unless there is anything repugnant in the sub
Definitions. ject or context -

(a) .. by-laws .. means the registered by-laws for the time 
being in force. and includes a registered amendment of 
the by-laws: . 

(lI) .. committee" means the governing body of a registered 
'society to whom the management of its affairs is entrust· 
ed: 

1. For Statement of Objects and Reasons see Gazette of India. 1911. 
Pt. V. p. '95; for Report of Select Committee. Bee ibid. 1912. Pt. V. p.l; and 
for Proceedingll in Council.B6' ibid. 1911. Pt. VI. pp. 186. 679. and ibid 
1912. Pt. VI. pp.3.11 and Z56. . 

It Au heen deelared Ua locce ia Britiah Baludoiatan by the BriO-II 
Baluchistan Lawa Regulation. 1913 (2 of 1913). S~6 Bal. Code; in the Son
thaI Parganas by Notification under- B. 3 of the Sonthal Parganas Settle
ment Regulation. 1812 (3 of 1872). see B. and O. Gazette. 1913. Pt. n. p. 
105; in the Arakan Hill District. by Reg. Iof 19116.1 B. 2 and Sch. I. Bur. 
Code. Vol. I. 

This Act haB been repealed in its apptication to Bombay. by Bom. Act 
VII.of 1925; in its application to Burma. by Bur. Act VI of 1927. 
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(c) .. member - illCiudes a persOn joining in the applkation 
for the registration oE • society .nd • person admitted to 
membership after registration. in accordance with tlle oy-
laws and any rules : . 

Cd) .. officer" includes a chairMan. secretary. b-easurer. mem
ber of' comrruttee or other' person empowered: under the 
rules or the by-laws to give directions in regard to the 
business of the: societ;y : 

(,) "registered socict;r" meanS a society registered or deem. 
cd to he registered undcl' this Act : 

(j) .. Registrar" means a person appon;,ted. ro perform. ~ 
duties of a Registrar of C"operative SOcieties' under this 
Act: .and· . 

(g) "rules" means rules rmulc under.this Act. 

RegistraliCl1t. , 

3. The Local Government may appoint a person to be Regis-
'T'h R' ' ' trar of Co.operatiVo Societies for the ProVince or 

e egl.trar. . f' and' .. any portlon 0 . It" may appomt persons. to as81M 

'Such Registrar, and may, by general or special order. ,confer on 
·any such persons all or any of the powers of a Registrar under this 
Act. ' 

4. Subject to the provisions. ·hereinafter contained, a society 
·5 •• hi h' which has as its object the promotion of the econo-

oClehes w C .. ~l'. '. be' _.1 ~.-,'.L 
ma,. be registered. rmc Interests '01' Its mem rs In aCCOruance WloUl 

,,, . co-operative 'principles, 01' a socicty established 
with the object of facilitating the operations of such a society, may 
l>e registered under this Act with or without limited liability : 

Provided that unless the Local Government by' general cir 
;5pecial order otherwise directs_ 

(I) the liability of a society of which a member' is are. 
gistered society shall De limited : 

(2) the liability oE a soc~ty of which the~bic:ct is the crea. 
tion ~ funds lobe lent to its incIl\bers~ and 'of which 
the majority of tho J1lembers are agriculturists,· and of 
which no. meIllberi$.a: regis~ 8ociety, shall be un. 
limited. . 
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5. Where the liability of the members of a society IS 'limited. 

Retrictions on 
'interest of mem
bers of society 
with limited lia
bility and a 
share capital. 

by shares, no member other than a registered 
society shall-
(a) hold more than such portion of the share capi

tal of the society. subject to the- maximum of' 
o~e-fjfth. as may be prescribed by the rules: 
or 

(b) hl1ve or claim any interest in the shares of the
society exceeding one thousand rupees. 

6. (1) No society. other than a ~ociety of which a member is
H registered society. shall be registered under' Conditions of regi- ' 

stration. this Act which does' not consist of at least ten 
persons above the age of eighteen years and .. 

where the object of the society is the creation of funds to be lent. 
to its members. unless such persons-

(a) reside in the same town or village or in the same group, 
of villages: or. 

(6) save where the Registrar otherwise directs. are mem-, 
hers of the same tribe. class. caste or occupation. ' 

(£) The word "limited" shall be the last word in the nam~ 
of every society with limited liability registered under this Act. 

7. When any question arises whether for the purposes of this, 

Power of Registrar 
to decide certain 

questions. 

Act a person is an agriculturist or a non-agricul
turist. or whether any person is a resident ,in a 
town or village or group of villages. or whether
two or more villages shall be considered to form 

a group. or whether any person belongs to any particular tribe. 
class. caste or occupation. the question shall be decided by the, 
Registrar. whose de;:ision shall be final. ' 

8. (1) For purp:>ses of registration an application to ,register-
Application for shall be,made to the Registrar. 
registration. (e) The application shall be signed- " 

(a) in the case of a society of which no member is a register
ed society. by at least'ten persons qualified in accord
ance with the requirements of section 6. sub-section. 
(1) : and 
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(b) 
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in the case of a society bf which a' member .is a regis' 
tered society. by a duly authorised person on behalf ~f: 
every such registered society. and where all the members. 
of the society are not registered societies. by ten other· 
members or. when there are less than len other mem" 
bers. by all of them. 

(a) The application shall be accompanied by a copy of the
proposed by. laws of Llte society, and the persons by whom ror on 
whose behalf such application is made shall furnish such informa·. 
tion in regard to the society as the Registrar may require. 

9. IE the Registrar is satisfied that a society has complied with, 

Registration. 

the rules. he 
by.laws. 

the provisions of this Act and the rules and that its. 
proposed by-laws are not cDntrary to the Act 'or to 

may, if he thinks fit. register the society and it~ 

10. A certificate of registration signed by the Registrar shall 
be conclusive evidence. that the society therein 

Evidence 01 re- mentioned is duly registered unless it is proved. giatration. 
that the registration of the society has been can-

celled. 

11. (1) No amendment of the by-laws of a registered ·society· 
Amendment 01 shall be valid until the same has been registered 
the by-laws of a under this Act. for which purpose a copy of the
registered 80ciety'amendment shall be forwarded to the Registrar. 

(.e) If the Registrar is satisfied that any amendment of the· 
by-laws is not contrary to this Act or to the rules. he may, if he
thinks fit. register the amendment. 

(a) When the Registrar registers an amendment oE the by. 
laws of a registered society .. he shall issue to the society a copy 
of the amendment certified by him. which shall be conclusive
evidence that the same is duly registered. 

Righis and liahilities oj members . 

12. No member of a registered society shall exercise the right~. 

M L of a member unless or until he has' made . such 
emDer not to h' . . 

exercise rights payment to t e socIety 111. respect of membership 
tillddlle payment or acquired such interest in the society as may be-
ma e' • 

. prescribed by the rule3 or by·laws. 
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13. (I) Wh.,rCl the liability pf the memb~rs of a registered 
-v f - , society is POt limited by shares. ~ach member shall. 

CItes 0 lIIem· 'th d' ~L - of hi' "h ben, notWl stan 109 ~le amount s Interest In t e 
capital. have one vot~ only as a m~mber in the 

mfairs Qf the lIociety. 

(8) Where the liability of the members of a registered society 
is limited by shares. each m~mber shall have as many votes as 
may be prescribed by the by-laws. 

(8) A registered society which has invested any part of its 
funds in the shares of any other registere:i society may appoint as 
its proxy. for the purpose pf voting in the affaiu of such other 
J'egistered society. anyone of its members. 

14. (1) The transFer or charge of the share or interest of a 
RestrictioDs on member in the capital of a registered society. shall be 
"transfer of share subject to such conditions as to maximum holding 
pr interest. as may be prescribed by this Act or by the rules. 

(I) In case of a society registered with unlimited liability a' 
member shall not transfer any share held by him or his -interest in 
"the capital of the society or any part thereof unless-

(a) he has held such share or interest for n'lt less thim one 
year: and 

(b) the transfer or charge is m.ade to the -society or to a 
member of the society'. 

Duties oj regi81ered societies. 

15. Every r.egistered society shall have an address, registered 

,Addtellllof 
lIDCietioa. 

in accordance with the rules. to which all" notices 
and communications Jl'lfly be snt. and shall send 
to the R~gistrarnotic.e of every dmnge thereof. 

16. ENery registered society shall keep a copy of this Act and 
-Co y of Act. rules of the rules goveming such society. and of its by~ 
ana by.laws to be laws. open to inspection free of charge at all reason
-open;to inspection • .able ti.m~ at the r.egislen:ci address of the !lociety. 

17. (1) Tbe Registrar lihall audit or CB.!JSC to be audited by 

Audit. jiome person a\.ltho~ed by him by g.Cller1i1 cr spe
cial order in wr:i~ing in thilJ behalf the accounts of 

~very registered IIQCi~tyonce Ill: least in a1ery ye.ar .. 
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(!) The audit Uhdcr sub· section (1) shall include anc:xami
nation of ovetdue debt •• if any, lind Ii valuation 'of' tho assets and 
liabilities of the lOCiety. 

(8) The Regietrar. the Collector or any pel'l'on 'authorised 
by general or special order in Writing in this behalf by the Registrar 
shall at all times have access to all the books. accounts. papers and 
securities of a society. and every officer of the society shall furnish. 
such information in regard to the transactions' and working of the. 
society as the person making such inspet':tion inay require: 

Ptj'/Jileges of registered societies. 

18. 'rhe registration of a society shall render it a body corpo
rate by the name under which it is ,registered. with 

Soc~etie. to be perpetual succession and a common seal and with 
Itodle. corporllte. ' , • 

power to hold property. to enter Into contracts. to, 
institute and deFend suits and other legal proceedings. and' to do ali 
things necessary for the purp:>se3 of it!! constitution. ' ' 

, " 

19. Subject to any prior claim of the GQvemmen~' in respect 

P
" l' d of land·revenue or any money recoverable as land.: 
nor c &I'/n VI ' la 1 d '~. ., 

•beiet1' . revenue or of a nd· or, in respect or rent or any' 

money recoverable as rent. a registered society shall be Ctltitlea in 
priority to other creditors to enforce any outstanding de~ana due to. 
the society from a member 'Or past member- ' 

(a) in respect of the supply of see{{' or manure 'or of the: 
loan of money for the purchase of seed 'Or triaritire--upon 
the crops or other agricultural produce of such ,member 
or person at any time within eighteen months from the. 
date of such supply 01' loan : 

(b) in respect of the supply of cattle; fodder for cattle. agri~ 
cultural or industrial implements or machincry. or raw 
materials for manufacture; or of the loan of' rnogey for 
the purchase of any of th~ foregoing things-upon any 
such thing3 s:> supplied; or ,purchased in whole or in part 
from any such ban. or on any articles manufactured. 
,fr:>m raw materials' s~ "Supp.lied. br 'Purchased.·· . 
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20. . A registered society shall have a charge upon the share 
'Charge and set-olf or ~nterest in the capital and on the deposits of a' 
in respect of shares member or past member and upon any dividend. 
-or interest of mem- bonus or. profits payable to a member or past 

ber. 
member in respect of any debt due from such 

member or past member to the society. and may set off any sum 
-credited or payable to a member or past member in or towards pay
ment of any such debt. 

21. Subject to the provisions of section 20. the ~hare or inter. 
est of a member in the capital of a registered so

ShareB or inter- ciety shall not be liable to attachment or sale under 
est not liable to d rd of Co f J . . 
attachment. any ecree or 0 er a urt 0 ushce In respect 
. of any debt or liability incurred by such member, 

.and neither the Official Assignee under the Presidency-towns In
solvency Act. 1909. nor a Receiver under the1 Provincial Insolvency 
Act. 1908, . shall be entitled to or have any claim on such share or 
interest. 

22. (1) On the death of a member a registered society may 

T f f 
• transfer the share or interest· of the deceased 

ranB or 0 mterest . . rd 
'On death of member. member to the person nommated 10 acco ance 

with the rules made in this behalf. or. if there is 
no person so nominated. to such person as may appear to the com
mittee to be the heir or legal representative of the deceased mem
ber, or pay to such nominee. heir or legal representative. as the case 
may be, a sum representing the value of such member's share or 
interest, as ascertained in accordance with the rules or by-laws : 

Provided that-

(i) in the case of a society with unlimited liubility. such 
nominee. heir or legal representative. as the case may be. 
may require payment by the society of the value of the. 
share or interest of the deceased member ascertained as 
aforesaid: 

(ii) in the case of a society with limited liability. the society· 
shall transfer the share or interest of the deceased mem
ber to such nominee. heir or legal representative. as the 

See now. the Provinciallnaolvency Act, 1920 (S of 192). 
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case may be. being qualified in accordance with the 
rules and by-laws for membership of the society. or on 
his application within one month of the death of the de. 
ceasccl member to any person specified in the applica
tion who is so qualified. 

(e) A registered society may pay all other moneys due to the 
-deceased memb'er from the society to such nominee. heir or legal 
representative. as the case may be. 

(a) All transfers and payments made by a registered society 
in accordance with the provisions of this section shall be valid and 
.effectual against any demand made upon the society by any other 
person. 

23. The liability of a past member for the debts of a registered 

Liability oE past 
.member. 

society as they existed at the time when he 
ceased to' be a member shall continue for a 
period of two years from the date of his ceasing 

to be a member. 

24. The estate of a deceased Plember shall be liable for a 

Liability of tbe 
estates of deceased 
members. 

period of one year from the time of his decease 
for the .debts of a registered society as they 
existed at the time of his de:::oase. ' 

2.5. Any register or list of members or shares kept by any regis-

R . t rEb tered society' shall be primu/acie evidence of , Cg18 e 0 mem er8. 
, any of the following particulars entered therein: 

(a) the date at which the name of any person was entered 
in such register or list as a member ; 

(b) the date at which any such person ceased to be a memo 
ber. 

26. A copy of any entry in a book of a registered society regu-
. larly kept iii the cour .. e of business. shall. if 

Prool of entries in . certified in, such manner as ~ay be prescribed' 
-8ocieti Cs· books. 

by the rules. be received. in any suit or legal 

proceeding. as prim; facie evidence of the existence of such entry. 
·and shall be admitted as evidence of the matters. ,transactions and' 
accounts therein r~corded in every c~se' whe~e. imd to the same ex
tent as. the original entry itse~ is admissible. 
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27. Nothing in secbOll 17. sub-SIOCtion.(I), ~lauses (b) and (c)~ 

Exemption Irom 
oempalsGI!'y regitlU'a
tionof instruments 
relating to aharea 
and debentures of 
registered society. 

of the Indian Registratioa Act.. 1908, shall' 
apply to-

(11 any instrument relating to share~ in a regis
tered society. notwithstanding that the assets 
of such society consist in whole or in part. 
of immoveable property: or 

(.e) any debenture issued by any sucbsociety and notcreat
ing, declaring, assigning, limiting or extinguishing any 
right, title or interest to or in immoveable propertY ex
cept in so far as it entitles the holder to the security af
forded by a registered instrument whereby the society 
has mortgaged, conveyed or otherwise transferred the 
whole or part of its immoveable property or any interest. 
therein to trustees upon trust for the benefit of the. 
holders of such debentures; or 

(9) any endorsement upon or transfer of any debenture 
issued by any such society. 

128. [(1)] The Governor General in Council, by notification' 

Power to exempt 
from income-tax. 
stamp-duty and regi
stration fees. 

in the Gazette of India. may. in the case of any
registered society or class of registered societies. 
remitZ the income-tax payable in respect of the
profits of the society. or of the dividends or othel" 

payments received by the members of the soc;iety on acCount of 
profits: 

'1) * * * 
5(2) The Local Government •. by notification in the local 

official Gazette. may, in the case of any registered society. or class. 
of registered society, remit:-

1. This section was re-numbered by s. 2 and Sch. I of tho Devolution 
Act, 1920 (38 of 1920). 

2. For Notificstiolls under this section, 8ee General Statutory Rules and 
Orders, Vol. IV. pp. 340-341. 

3. The leller and brackets (a) were omitted by s. 2 and Sch. 1 of the 
Devolution Act. 1920 (38 of 1920). 

4. ClaulOs (b) and (e) were omitted by •• 2 and Sch. I olltne Devolution. 
Act. 1920 ( 38 .f 1920 ). 

5. This 8ub-sectio:1 waa added by ibid. 
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(a) the' stamp-duty with which, under' any Liw Eor the time 
being iri force. instruments executed by or on behalf of 
a registered society or by 8n officer or member and re
lating to the business of such society. or any class cE 
such instruments, are respectively chargeable, and 

(b) any fee payable under the law of registration for the 
time being in force. 

Property and/und. 0/ registered SOcietiep. 

29. (1) A registered society shall not make a loan to any per-
Restrictions son other than a member: 

on loana, 

Provided that, with the general or special sanction of the Re· 
gistrar, a registered society may make loans to another registered 
society. , 

(2) Save with the sanction of the Registrar. a society with 
unlimited liability shall not lend money en the security· of· moveable 
property. 

(a) The Local Government may, by general or special 'order. 
prohibit 01' restrict the lending of .money on mortgage of im
moveable property by any registered society Or class of' registered 
societies. 

30. A registered society shall receive deposits and loans from 
persons who are not members only to such extent 

Restric~ionl on and under suoh conditions as inay be prescribed by 
borrowmg. 

the rules or by-laws. 

31. Save as provided in sections 29 and 30. the transactions of 
. . a registered society with persons other than mem-

Restnctlonl on b h 11 b b" h h'b' , d other transactions ers s a e su Ject to sue pro 1 1tlOns an re3-
with non-mem- trictions. if any, as the Local Government may. by 

ber., I 'b ru es, prescn e. 

32. (1) A registered society may invest or deposit its funds
I (a) in the Government Savings Bank, or 

:::d:~ment 0 (b) in any of the securities specified in section 20 
of the Indian Trusts Act, 1882, or 

3 

(e) in the shares or on the security of any other l'egistered 
society, or 



34 The Co-operative Socielies 

(d) with any bank or person carrying on the business of 
banking, approved for this purpose by the Registrar. or' 

(1') in any other mode permitted by the rules. 

(.e) Any investments or deposits made before the commence
ment of this Act which would have been valid if this Act had been 
in force are hereby ratified and confirmed . 

.3.3. No part of the funds of a registered society shall be 
Funds not to be divided by way of bonus or dividend or otherwise 
divided by way . b 
of profit. among Its mem ers; 

Provided that after at least one-fourth of the net profits in any 
year have been carried to a reserve fund, payments from the re
mainder of such profits and from any profits of past years available 
for distribution may be made among the members to such extent 
and under such conditions as may be prescribed by the rules or 
by~laws : 

Provided also that in the case of a society with unlimited liabi
lity no distribution of profits shall be made without the general or 
special order of the Local Government in this behalf . 

.34. Any registered society may, with the sanction of the 
Registrar, after one-fourth of the net profits in any 

Chont.rti~ultionrto e year has been carried to a reserve fund, contribute c ara ag e pu pos • 
an amount not exceeding ten per cent. of the re-

maining net profits to any charitable purpose, as defined in secti:m 2 
of the Charitable Endowment5 Act, 1890. 

blspl'clion of affai1·~ • 

.35. (I) The Registrar1may of bis own motion, and shall on 
. . the request of the Collector, or on the application 

!:!~lry by Reg.a- of a ~ajority of the committee, or of not less than 
one-thIrd of the members, hold an inquiry or dire::t 

some person authorized by him by order in writing in this behalf to 
hold an inquiry into the constitution, working and financial condi- I 

tion of a registered society. 

(.e) All officers and members of the society shall furnish 
such information in regard to the affairs of the society as the Regis-, 
trar or the person authorized by the Regsitrar may require. I 
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36. (I) The Registrar shall. on the application of a creditor of 
a registered society. inspect or direct some pt"rson 
authorized by him by order in writing in this behalf 
to inspect the books of the society : 

Inspection of 
book. of indebt

ed 80ciety. 

Provided that-

(") the applicant satisfies the Registrar that the debt is a 
sum then due. and that he has demanded payment there
of and has not received satisfaction within a reasonable 
time; and 

(b) the applicant deposits with the Registrar such sum as 
security for the costs of the proposed inspection as the 
Registrar may require. 

(e) The Registrar shall communicate the results of any such 
inspection to the creditor. 

37. Where an inquiry is held under section 35 or' an inspec

Costs of inquiry. tion is made under section 36. the Registrar may 
apportion the costs, or such part of the costs as 

he may think right. between tpe society, the members or creditor· 
demanding an inquiry or inspection. and the officers or former 
officers of the society. . . 

38. Any sum awarded by way of costs under section. 3.7 may 
Recovery of costs: be recovered. on application to a Magistrate hav-

ing jurisdiction in the place where the person 
from whom the money is claimable actually and voluntarily resides or 
carries on business. by the distress and sale of any moveable property 
withiD. the limits of the jurisdiction of such Magistrate belonging to 
such person. 

Dissolution of society. 
39. (1) IE the Registrar, after an inquiry has been held under 

.' section 35 or after an inspection has been made Dissolution. 
under section 36 or on receipt of an application 

made by three-fourths of the members of a registered society, is of 
opinion that the society ought to be dissolved. he may cancel the 
registration of the society. . 

(2) Any member of a society may, within two months from 
the date of an order m&de under sub-sect\<)fl (1), appe&l from such 
order, .. 
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(8) Where no appe31 is pre3Cnted within two months from 
the making of an order cancelling the registration of a society. the 
order shall take effect on the expiry of that period. 

(4) Where an apt>eal is pre3enteci within two months. the order 
shall not take effect until it is c:>nfirmed by the appellate authority. 

(5) The authority to which appeals under this section shall 
lie shall be the Local Govemment : 

Provided that the Local Gavemment may. by notification in 
the local official Gazette. direct that appeals shall lie to such Re
venue-auth~rity as ~ay be specified in the notification. 

40. Where it is a condition of the registration of a society that . 

Cancellation of 
regiatration of 

society. 

it sho:.lld consist of at least ten members. the Re
gistrar may. by order in writing. cancel the regis' 
tration of the society if at any time it is proved to 
his satisfaction that the number of the members 

hu been reduced to less than ten. 

41. Where the registration of a society is cancelled, the so-
ciety shall cease to exist as a corporate body

EUect of cancel· (,,) in the case of cancellation in accordance with 
latioD of regia- h . . f . 29 f th d th 
tration. t e proVlslons 0 seebon J • rom e ate e 

order of cancellation takes effect: 
(6) in the case of cancellation in accordance with the pro

visions of section 40. fram the date of the order. 
42. (I) Where the registratian of a society is cancelled under 

Windinl up. 
section 39 or se~tion 40. the Registrar may appoint 
a competent person to be liquidator of the society. 

(8) A liq'.lidator appointed under sub-section (1) shall have 
power-

('1) to institute and defend suits and other legal proceedings 
on behalf of the society by his name of office: 

(6) to determine the contribution to be made by the mem
bers and past members of the society respectively to 
the assets of the society : 

(l) to investigate aU claims against the society and. subject 
to the provisions of this Act. to decide questions of 
priority arising between claimants: 

(d) to determine by what persons and in what proportions 
the ~osts ~f the liquidation are to be borne: and 
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(p) to give such directions in regard to the collection and 
distribution of the assets of the society. as may appear 
to him to be necessary for winding up the affairs of' the 
society. 

(8) Subject to any rule3, a liquidator appointed under this sec
tion shall. in so far as such power3 are necessary for carrying out 
the purposes of this section. have power to summon and enforce the 
attendance of witnesses and to compel the production of documents 
by the same means and (so far as may be) in the same manner as is 
provided in the case of a Civil Court under the Code of Civil Proce
dure, 19081

• 

(4) Where an appeal from any order made by a liquidator 
under this section is provided for by the rules. it shall lie to the 
Court of the District Judge3

• 

(5) Orders! made under this section shall. on application. be 
enforced as follows:-, 

(II) when made by a liquidator. by any Civil Court having 
local jurisdiction in the same manner as a decree of 
such Court: 

(6) when made by the Court of the District Judge on appeal. 
in the same manner as a decree of such Court made in 
;Bny suit pending therein. 

(6) Save in so far as is hereinbefore expressly. provided. no 
Civil Court shall have any jurisdiction in respect of any m~tter con
nected with the dissolution of a registered society under this Act. 

Rule8. 

43. (1) The Local Govemment may. for the whole or any 
part of the Province and for any registered Rule,]. 
society or class of such societies. make rules4 

to carry out the purposes of this Act. 

I. In its application to British Baluchistan this sub-section shall be read 
a8 if the worda" or the British Baluchi.tan Civil Justice Regulation. 1896 • 
.. the case may be" were added. see Schedule I of Regulation II of 1913, 
BaL Code. 

2. For 8ub-section ( 4..11. ) which applie8 to U. P. and Madras only, see 
U. P. Act 3 of 1919 and Mad. Act 10 of 1920. 

3. This lub-section has been modified in ita application to U: P. and 
Madras. Bee U. P. Act J of 1919 and Mad. Act 10 of 1920. 

',II. For ru1e~ see different Locsl R"les altd Order,. 
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(2) In particular and with:>ut prejudice to the generality of the 
foregoing power. such rules may-

(n) subject to the provisions of section 5. prescribe the 
maximum number of shares or portion of the capital of 
a society which may be held by a member; 

(b) prescribe the forms to be used and the ~onditions to be 
c:>mplied with in the making of applications for the 
registration of a society and the procedure in the 
matter of such applications; 

(c) prescribe the matters in respect of which a society may 
or shall make by·laws and for the procedure to be 
followed in making. altering and abr.Jgating by-laws. 
and the conditions to be satisfied prior to such making. 
alteration or abrogation; 

(d) prescribe the conditions to be complied with by persons 
applying for admission or admitted as members. and 
provide for the e~e::tion and admission of members. and 
the payment to be made and the interests to be acquir
ed before.the exercise of the right of membership; 

(e) regulate the manner in which funds may be raised by 
means of shares or debentures or otherwise; 

(/) provide for general meetings of the members and for 
the procedure at such meetings and the powers to be 
exercised by such meetings ; 

(g) provide for the appointment. suspension and removal of 
the members of the committee and other officers. and 

for the procedure at meetings of the committee. and 
for the powers to be exercised and the duties to be 
performed by the committee and other officers; 

(h) prescribe the accounts and books to be kept by a society 
and provide for the audit of such :accounts and the. 
charges. if any. to be made for such audit. and for the 
periodical publication .of a balance-sheet showing the 
assets and liabilities of a society: 

(i) prescribe the returns to be submitted by a society tc? the 
Registrar and provide for the persons by whom and the 
form in which such returns sh"l1 be; submitted; 
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(j)' provide for the per~ons by whom and the form in which 
copies of entries in books of societies may be certified; 

(k) provide for the formation and maintenance of a register 
of members and. where the liability of the members is 
limited by shares. of a register of shares; 

(I) provide that any dispute touching the busin~ss of a 
society between members or past members of the society 
or persons c!aiming through a member or past member 
or between a n:ember or past member or persons so 
claiming and the committee or any officer shall be re
ferred to the Registrar for decision or. if he so directs. to 
arbitration. and prescribe the mode of appointing an 

. arbitrator or arbitrators and the procedure to be followed 
in proceedings before the Registrar or such arbitrator or 
arbitrators. and enforcement of the decisions of the Re-
gistrar or the aw:ards of arbitrator~; . . . 

(m) provide for the withdrawal and expulsion of members 
and for the payments. if any. to be made to members 
who withdraw or are e.l:pelled and for the liabilities of 
past members; 

(n) provide for the mode in which the value of a deceased 
member's interest shall be ascertained. and for the no
mination of a person to whom such interest may be paid 
or transferred: 

(c.) prescribe the payments to be made and the conditions 
to be complied with by members applying for loans. the 
peri Jd for which loans may be made. and the amount 
which may be lent. to an individual member; 

(p) provide for the formati~n and maintenance of reserve 
funds. and the objects to which such funds may be ap
plied. and for the investment of any funds under the 
control of the society : 

(q) prescribe the extent to which a society may limit the 
number of its members; 

(r) prescribe the conditions under which profits may be dis
tributed to the members. of a society. with unlimited 
liability and the maximum rate of dividend. which may 
be paid by societies: . 
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(s) subject to the provisions of section 39. detennine in what 
cases an appeal shall lie from the orders of the Regis- . 
trar. and prescribe the procedure to be followed in 
presenting and disposing of such appeals; and 

(I) prescribe'the procedure to be followed by a liquidator 
appointed under section 42. and the cases in which an 
appeal shall lie from the order of such liquidator. 

(9) The Local Government may delegate. subject to such 
conditions. if any. as it thinks fit. all or any of its powers to make 
rules under this section to any authority specified in the order of 
delegation. 

(-I) The power to make rules conferred by this section is sub· 
ject to the condition of the rules being made after previous publi. 
cation. 

(6) All rules made under this section shall be published in the 
local official Gazette. and on such publication shall have effect as 
if enacted in this Act. 

Miscellaneous. 

44. (1) All sums due from a registered society or from 
an officer or member or past member of a regis

Recovery of Bums tered society as such to the Government. including 
due to Govern- ded th' G und 

ment. any costs awar to e overnment er sec· 
tion 31. may be recovered in the same manner 

as arrears of land -revenue. 
(.e) Sums due from a registered society to Government and 

recoverable under sub-section (1} may be recovered, firstly, from 
the property of the society; secondly, in the case of a society of 
which the liability of the members is limited, from the members 
subject to the limit of their liability; and, thirdly, in the case of 
other societies, from the members. 

45. Notwithstanding anything contained in this Act, the Lecal 

Power to exempt 
societies from 

conditions as to 
registr ali on. 

Government may, by special order in each case 
and subject to such conditions, if any, as it may im
pose, exempt any society from any of the require
ments of this Act as to registration. 
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46. The Local Government may. by general or special order. 
exempt any registered society from any of the pro-

Power to e"empt . 
registered soc ie- visions of this Act or may direct that such provisions 

tiee from shall apply to such society with such modifications 
provisions of h 

the Act. as may be specified in t e order. 

47. (1) No person other than a registered society shall trade 
or carry on business under any name or 

Prohibition of the. . 
use of the word title of which the word .. co-operative" 
"co-operative." is part without the sanction . of the Local 

Government; 

Provided that nothing in this section shall apply to the use by 
any person or his successor in interest of any name or title under 
which he traded or carried on business at the date on which this 
Act comes into operation. 

(2) Whoever contravenes the provisions of this section shall be 
punishable with fine which may extend to fifty ~upeesl and. in the 
case of a continuing offence. with further fine of five rupees for each 
day on which the offence is continued after conviction therefor. 

48. The provisions of the Indian l Companies Act, 1882. shall 

1 d
' C 'A not apply to registered societies. 

n Ian ompanlea ct. 
I BB2. not to apply, 

49. Every society now existing which has been registered 

Saving of e"iating 
locieties. 

under the Co-operative Credit Societies Act. 
1904. shall be deemed to be registered under 
this Act. and its by-laws shall. so far as the 

same are not inconsistent with the express provisions of this Act. 
continue in force until altered or rescinded. 

50. [Repeal.] Repealed by 8. 9 and Sch. II of the Second Re
pealing and Amending Act, 1911 (17 of 1914). 

I. See now the Indian Companies Act. 1913 (7 of 1913). 
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from non-members in un-

limited societies 185 
importance of local, 185 
by banks and limited 

liability societies 186 
of Local Funds in societies ... · 194 
of contributions by villagers 

towards coat of school 
buildings in societies 194 

by Court of Wards in socie-
ties 195 

banks and societies with ':" 
limited liability to' 
maintain fluid res6Ui-ce't ' 
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sums due to Government by 
society, officer or member. 
past member may be re
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distinction between uulimit-
ed liability societies and BO-

'cieties with, 243 
Limited locieties-

claBBi6cation of 23 
Liquidatian- 231 

unlimited liability enforced 
only OD, M, 60 
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Liquidation-(conld. ) 
costs of 

PAGE Liquidator-(entd.) PAG":g 

Litigation":'" 
D. A. B. Act, 18i9 
how to decrease, 
Village-munsif 

Local Funda-
dep08i ts io societies, 

Liquid.tor-
caD nominee. heirs or legal 

representatives of members 
be arrested etc. for contri-

246 
4.') 
46 
46 
46 

194 

butionalevied by, 241i 
may get disputes referred to 

arbitratiou 245 
may decide questions of prio-

rity of claims and pay 
ratably 246 

may fix time withio which 
creditors to prove their 
debts 246 

can time-barred debt be re-
covered by, 246 

no appeal agaiost various acts 
of, 2;;1 

Civil Court cau interfere if 
acts of liquidator are "ltra 
"irllll 2,,2 

ordera to be executed by Ci vil 
Court 8B its decree 2i5 

orders to be 8lI:ecuted by 
Collector 8B arrears of land 
revenue •.. 275, 2i6 

whether auhordinate to Regis-
trar and Governmeut 289 

may be appointed by Regis-
trar 231 

appeal against order of Regis-
trar appointing, 231 

Registrar to fix remuneration 
of, 232 

powers of, 236 
should use his powera reaaon· 

ably and fairly 238 
exercisea powera with sanc-

tion of Regislnr 239 
procedure followed by, 241 

may pay any class or classes 
of creditors in full 

to determine contribution to 
be made by members 

how should non-members 
sureties be dealt with 

directions to, 
may institute and defend 

suits io name of his office. 
recoveries of Bums ordered by, 

may be made as arrears of 

241 

241 

242 
242 

243 

land revenue 244 
costs of liquidation to be 

determined by, 246 
LNns-

what are, 173, 185 
from non-members in un-

limited societies 185 
by rural credit societies from 

central or provincial banks 187 
procedure in applying for long 

term, 191 
under Agriculturists Loans 

Act, 171 
under Land Improvement 

Loaus Act "171 
by Government to co. 

operative societies 
to dairy societies 
to weavers' societies 
to societies among backward 

classes 
to power pump societies " 
to Housing societies 
by member of managing 

('.ommittee 
payments to be made and 

conditions to be com· 
plied with by members 

171 
171 
171 

171 
171 
171 

316 

receiving loans. 317 
order of preference in giving, 317 
amonntof,whichmaybelent" 31'1 
purposes or objects of, 319 
periods during which loanB 

to be returned 320 
muimum period for grant-



LoaDI-(Contd.) PAGE 

ing loans 323 
interest on, 324 
punctuality in repayment of, 325 
renewala of, 327 
security for granting loans... 328 
necessity of taking mortgage 

of immoveable property in 
giving, 329 

qualifications of sureties to 
be looked into before 
granting, 329 

death or insolvency of 
surety for, 330 

non-member sureties whether 
may be accepted for, 330 

restrictions on, 172 
to be received by society 

with unlimited liability... 175 
on suretyship of non-members 175 
from Government fall under 

three different heads 187 
by Government to dairy 

societies, etc. 187 
by Government under Agri

culturists Loans Act, 188-1 187 
by Government under Land 

Improvement Loans Act, 
1883, 187 

. Local CovelDment-
defined 25 

Madagan Committee Report-
14 (i'itro) 

Magiatrate-
to recover costs of inquiry 

or inspection on appli-
cation from Registrar 
as fine 

cognisance of offences by, 
cognisance of offences 

under this Act to be 
taken by Presidency 
Magistrate or first class 
Magistrate 

Majorily-
coercing minority 

Malaria
Mamlatdan-

Special Mambtdara 

230 
287 

.,. 287 

89,90 
45 

129 

15 

PAGE 
Managing Commiltee-

what is, 309 
election of, 309 
management of societies 

to rest with, 310 
exercises powers of society 

with certain limitations 311 
illiteracy of members, 310 
to exercise prudence and 

diligence of ordinary 
men of business 311 

responsibility of, 311 
acts of, are valid to what 

extent 311 
powers and duties of, 311 
removal of member of, 312 
when is member of, dis-

qualified to act as 
Committeeman 312 

loans by member of, 316 

Marginal Dotea-
may not be re!erreil to for 

interpreting the Act 2 
Marketing-

of produce -12 

Maximum Iiability- 3!7 

Meetinga- 86 
general 00 
special general, 8ti 
annual general, ~6 

special general meetin!! could 
be called by one-fifth of. 
members of the society... 89 

procedure of special general, 90 
annual general, 86 
procedure followed at annual 

general, 87 
failure to call general annual. 

is liable to penalty 87 
adjournment of, 88 

Member- 13 
charge and set off.in respect 

of shares or interest of .. _.. iUO 
transfer of interest on death 

of, 145 



Member-(contd.) PAGE 

minor, cannot make !Iomina-
tion 147 

register of, 316 
expnlsion of, 349 
withdrawal of, 348 
payment to be made to, 350 
liability of past, 350 
principle in limiting number 

of, 331 
limitation of number of, 332 
who is, 97 
rights of, 97 
disabilities of, 98 
votes of, 98 
not to have more than one 

vote 100 
Member-

register is prima facie evi
dence of admission as, , .. 

register is prima facie evi
dence of ceasing to be, .. , 

may inspeot certain docu
ments in Registrar's office 

loans to member on surety
ship of non-member 

oosts of inquiry or of in
spection of books may be 
ordered to be received 
from, 

three-fourths of, may 

155 

155 

158 

175 

230 

apply for winding up 
of society 

who is, 
231, 239 

16 
new-comers should be en~ 

couraged to be, . 
persons claiming through, .. , 
liability of past, 
liability of deceased, 
past-member under Company 
Law 
standing as surety not govern-

17 
266 
150 
150 

150 

ed by s, 28 153 
liability of the estates of 

deceased, 153 
register of, 155 
condition of admission as, . 303 

3 

16 

Member-Ccontd,) 
minors may be, 

l'AGll 

304 
women are not excluded 

from being, 
persons mentally disabled 

excluded, 
exclusion of a person when 

allowed 
indebtedness of a person 

whether ground for ex
clusion of a person from, .. , 

joint-stock eompany pro
hihiteCl from, 

object must be promotion of 
economic interest.iof, 

occnpation of, 
default by, of society with 

working capital of Rs, 50,000 
or more in giving notice, 
sending return or document 
is offence .. , 

wilful neglect or defaultby, 
to furnish information to 
Registrar etc. is offence 

Middleman-

regarding the number of, 
increasing the number of pro

ducers by reducing' the 
number of those who at 
present add nothing to the 
wealth of country such as, 

marketing , .. , 
wilful furnishing of false 

information or making 
false return by, is offence .. ~ 

default by, 
guilty of offence under thi.· 

Act is liable to fine 
elimination of profits of, 
eo-operation tends to the 

elimination of, 

Minor-
member cannot make nomina-
tion' . 

remedies against, under 
ordinary law • . . ' 

304 

304 

304 

305 

305 

282 

282' 

42 

42 
42 

282 
284. 

285 
37 

6 

147 

148 



Minor-(contd.} 
may be admitted as, 

MisappUcation-
. what is meant by, 

Mi.-appropriation -
Mi.fea •• nce-

what is, 
Moneylender- -

if driven from land it will 
be by growth of co-opera
tive movement 

Money-order commi •• ion
privileges regarding, 

Moral movement-

PAGE 

304 

2-19 
110 

2-19 

8 

IG8 

co-operative movement is, ... 6 
Mortgag_ 

secnrity Ii" 
Mortgage Bank.- 177 
Moveable property-

what ill, 173, 231 
restrictions on loans on 

security of, 173 
lending on security of, 174 

MunicipaUties-
deposita in societies by, 19-1 

Name of .ociety- 91 
how to change ' 91 

Na.h (prof. ) 24 
Net profib-

what are, 210 
proportion of, to be carried 

to reserve fund, 210 
Nominee or, nominatien-

of a person 147 
minor member cannot make 147 
of persons 149 

Non-agricultural .ocietiea-
classification of 23 

Non-member-
'loanl on suretyship of, 175 
restrictions on receiving 

deposita and loans from,... 183 
object of placing restrictions 

on receiving by societies 
deposita aud loans from, .... 183 

restriction on loans and 
, 'deposita by unlimited lia-

17 

Non·member-(colltd ) PAGE 

... 185 bility 1I0cieties from, 
restrictions on transactions 

by resource societies 
restrictions on transactions 

by Consumers' societies ... 
restrictions on transactions 

by Producers' societies ... 
restrictions on transactions 

by Housing Societies 
sureties how to be dealt

with by liquidator 
Normal credit .tatemenb

details of 
Notice-

protection to bonafide pur
chaser or transferee for 

196 

197 

197 

198 

242 
187 
190 

value withor!t, 139 
of two months n~eessary for 

instituting suits ag ainst 
society or its officers 29-1 

Oath. Act- 262 
Object-

of reserve fund 205 
of a society 35 
supply of capital for pro-

ductive purposes 36 
education in true uses of 

credit 36 
combination to secure the 

fullest advantages in a 
world of competition 36 

elimination of middleman's 
profits 37 

Officer of 'ociety-
default by, with working 

capital ofRs. 50,000 or 
more in giving notice, 
sending return or docu-
ment is o1l'ence 282 

wilful neglect or default by, 
to furnish information to 
Registrar is o1l'ence 282 

wilful furn ishing of false 
information or making 
false return by, is o1l'ence 282 

default by, 28-1 
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Officer of .ocietJ-{cmatd.) 
guilty of offence liable to 

fine 

PAGE Put memben--tcolltd.) PAGE 

under Co-operative Societies 
285 Act 150 

Olficer- 13 Payment-
wbois 17 right of membership not to 
auditor is not, 17 be exercist'd unless, is 

Order-
of preference for loana 317 

OrluU.alion-
of credit societies 81 
procedure of, of credit 

societies 81 

80 
Organi.en

bonorary 
agricultural 
divisional 
district 
taluka 

•.. SO, 129' 
81 
81 
81 

industrial 
Overdue-

129 

debts 
Ofleace

119,326 

wbatis, under the Co-opera
tive Societies Act, 

default in giving notice, 
sending any return or 
document by society 
with working capital of 
Rs. 50,000 or more by mem-

282 

ber or officer is, 282 
wilful neglect or default by 

society, officer or member 
in furnishing information 
to Registrar is, 

wilful furnishing of false 
information by 80ciety, 
officer or member or 

282 

making false return is, ..• 282 
penalty for, 285 
useof word .. co-operative" 

by otherr. is, 285 
cognisance of, under this Act 287 
under this Act is nou-cogni

sable 287 
Pall member.

liability of, 
under Company Law 

150 
150,_ 151 

made 96 
Peaal intereat-

provision for, 327 
Period-

for loans 321 
PenOll-

claiming through member 266 
ten, 70 
repidiog in same towu or 

viIIage or same group 
of villages 69 

iucludes company or associa-
tion 70 

above the age of eighteen 
yelU'B 72 

definition of ••• 16, 173 
wilful disobedience of sum-

mons, requisition or order 
by, is offence 283 

Personal-
sureties 328 

PenODl reaiding in same town 
or village or .ame group of 

vill.gea 69 
Pbilantbropy- 7 
POIt office Savinga Bank-

facilities to societies for 
opening public accounts in, 169 

procedure regarding opening 
accounts in, 199 

Powen 
of committee 311 

Preamble 1 
is key for opening meaning ... 1 
may be consulted if language 

is obscure or ambiguous ••. 2 
Primary .ocietie. 

classification of, 22 
Principle 

of co· operation 3 
I rior claim 134 
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Prior claim-{contd.) PAGE 

of landlord in respect of 
rent, etc. 136 

Priorit,.-
difference in charge and, 137 

Privileg_ 
remittanco transfer receipts 

at par 168 
of inspection of record of 

rights and other revenue 
records 168 

of societies regarding money-
order commi88ion 168 

regarding opening of public 
accouuts of societies in 
post office Bavings banks ... 169 
regarding the use of strong 
box of State treasury 169 

duties of societies enjoying 
special privileges 169 

depositing papers and fund 
in strong box in local 
treasury 200 

societies are granted privi
leges because object of 
societies is not profit-
sharing 219 

Produclug locleti_ 
what sort of societies are 

included in the ol&88ifi-
cation of 23 

Producen' lociety- 13 
distinguished from Con-

sumers' society 20 
what is, 19 
restrictiot.s on transaotions 

with non-members by, 196 
Prodpctiou aDd Sale locietiel

what sort of societies are in-
cluded io the classificatioo 23 

Profitl-
of society exempted from 

income-tax 165 
Pr_otiou-

of thrift 7 
rropaglUlda- 222 
Provident f"nd- 217 

Provident fund-(contd.) 
not liable to attachment 
history of, 
object of, 
what is, 

Profitl

PAGE 

... 142 
•.. 217 

217, 218 
218 

restriction on, distribution 
of, 211 

distribution of, 213 
principle on which distribu-

tion depeuds 213 
principle on which depend", 

distribution in Consumers' 
co-{)peratiou 214 

distribution of, in case of 
Housing societies 214 

distribution of, in case of 
Producers' societies 215 

distribution of, in case of 
Resource societies 21;. 

distribution of, in Resource 
societies with unlimited 
liability without shares ... 215 

distribution of, io Resource 
societies with uoliability 
with shares 216 

what are, io co-{)perative 
society 216 

of past years 216 
to be distributed according 

to oonditions in rules 216 
Prosy-

voting by, •.. 100 
voting by, why discouraged 100 

Public health- 4;') 

Publication-
of balance sheet 

Publicit,.-
maximum 107 

Punctuality-
in repayment 325 

Purchue aDd Sale locieliea-
what sort of societies are 

included in the classifica-
tion of, 23 

Purchue locietiea-
what sort of societies are 



Purchase locieties-{eontd.) PAGE 

inclnded io the classifi-
tion ot, 23 

Purp_-
of loans •.. 319 

Provincial hank-
loaol by primary societies 

from, 187 
procednre in applying for 

IOGnl to, 188 
capital how raised 191 
deposits of individnals in, 191 
deposit of co-operative 

societies 192 
lavingB bank acconut in, 192 
curreot acoooots io, 192 
sinking fnod io, 192 
loaol advanced to other 

floaieties by, 192 
overdrafts wheo allowed 192 
trade billl and bankers' 

billl by, 193 
cuh credits when allowed 

by 193 
maximum credits to central 

baokl 193 
muimnm credits to primary 

societies 193 
loaos to resource societies ..• 193 
loans to Producers' societies 193 
loaos to Coosnmers societies 193 
loaus for redemption of old 

debts 194 
recoveries and extensions 194 

Profiteering- 37 
Qualifications.-

of sureties 329 
Quorum-

at a meeting ... 87, 308 
Recall-

of loaos 325 
Record of righta-

opeo to inspectioo by socie~ , 
ties 168 

Recovery-
of debts 276 
snmmary procedure for, 276 

2() 

Recovery-(ecmtd.} PAGe 

dne to Government by 
society, member, officer 
etc. may be made ss 
arrears of land revenue 

of costs 
289 

246,269 
Register-

of members 
is prima facie evidence of 

evidence of admission 

]54 

155 

155 
is prima facie evidence if 

ceasing to be member 
Register of members

rules providing for 
108, 155 

316 
uuder company law is pr,ma 

facie evidence 
pJ'ima facie evideoce of date 

of eutry and discontinu
ance of membership 

Register of .bares-
rnles provid ing for, 

Regi.tration-
association which is illegal 

for want of, 
Registered-

society 
deemed to be, 

Repeal-

155 

155 

316 

63 

18 
18 

Act .•• 355 

I 
enactments repealed by this 

Resident- , " 
who is, 79 

Resolution-
how to be carried 88 

Regi.trar- 13, 18, 25 
certain documents kept open 

for inspection in office of, 158 
sanction necessary for loans 

to another society, 173 
iostructions by, in matter of 

redemption of old debts ..• 179 
circnlars issued by, in matter 

of redemption of old debts 179 
inquiry by, 222 
inquiry into working, con

stitution and financial 
condition ofsociety by, •• , 224 



Regiltrar-(contd.) PAGE 

may inspect books of society 
on application of creditor 227 

assets of Housing society 
directed to be wound up 
vest in nominee of society, 
Central Co·operative Insti-
tute and, 256 

object of appointing 25 
importance of the post of, ... 26 
powers of, 29 
has power of registration 29 
has to do dnty of audit 29 
has power of arbitration 30 
has power to wind up 31 
has power to cancel a society 31 
powers given to, are object-

ed to 34 
should have powers of 

superintendence, guidance; 
and control, 

assistant, 
deputy, 
various powers of 
may require periodical re

turns and statements 
to be furnished with pro

perly register by Housing 
societies 

to audit society himself or 
through another 

may register society and by
laws 

to oommunicate decision in 
case of refusal to register ... 

deoision of, final for pur
poses of formation, reo 
gistration or continuance 
of society 

may register amendment of 
by-laws 

when to decide dispute him
self 

has power to enforce atten
dance of witnesses 

has power to enforce pro
duction of documents 

32 
33 
33 
31 

108 

108 

132 

84 

85 

77 

95 

272 

274 

274 

21 

Registrar-leontd.) PAGE 

appeal to Government against 
order or decision of, or 
sanction by, 288 

power of, to call for proceed-
ings of subordinate officers 
and pass orders 288 

who are officers subordinate 
to, 289 

may recover costs of inquiry 
or inspection by applying 
to magistrate 230 

may order winding up of 
society 231 

may appoint liqnidator 231 
appeal against order appoint-

ing liquidator 232 
to fix remuneration of liqui-

dator 232 
exercises powers of Court 

under Societies Act 235 
when shonld make order for 

cancellation 235 
may assess damage against 

delinqnent promoters, etc... 247 
prosecution under Co-opera-

tive Act not to be lodged 
without· sanction of, 287 

RegiatratiOD-
effect of, 133 
cancellation of, 134 
when to be completed, 84 
effect of, 85 
evidence of, 85 
form of certificate of 86 
application for, 80 
Registrar has discretion 

ot, 62 
main object of,. 62 
application for, when society 

is member must be signed 
by person duly authorised 84 

Regiltratioa Act-
socillties exempted from 

corcpnlsory registration 
of instruments relating 
to shares and debentures... 159 



Regiatration Act-(cO/Itd.) 
object of exemptioo 

Reaiatr.tion fees-
societiea wheo exempted 

from. 
Government Resolutioo ex

empting Societies from, •.• 
S:lcieties exempt from pay

mentof, 
Reserve fund-

investment of, governed by 
8.32 

provision of, 
what is, 
uses to which it may be put 
under Companies Act 
fluid resources and, 
use of. towarda public 

purposes 
use of, towards purposea of 

provincial or local interest 
use of, towards some public 

purpose likely to promote 
objects of the Act, 

proportion of !let proits to 
be carried to, 

miscellaueous directions re
gardiog employmeot of, ••• 

disposal or use of, 
io case of district central 

baoks 
Reside-
Relource aociely

what is 
restrictioos 00 transactioos 

with ooo-members by, 
Reatriction-

object of placiog, 00 borrow
jog 

00 borrowing by societies 
with limited liability 

00 loaoa aod deposits by 
noo·members io uoliQlited 
liability societies 

00 transfer of shares or io
terest 

00 frequeot chaoges of 

22 

PAGE I Restriction-(conid.} 
160' shares 

PAGE 

104 
object of, on receiviog by 

societies deposits and loans 
161 from non.members 183 

on distributioo of funds by 
166 W~y of bonus, dividends 

or otherwise 211 
166 

199 
204 

on borrowing by societies 
with limited liability 

00 distribution of profits 
on interest 
on loans 

... , 

205 on loans on security of move-

211 
211 
64 

172 

207 able property 173 
205 00 loans on security of im-
208 moveable property 173, 175 

on traosactions with oon-
209 members by resource 

societies 196 
209 00 transactions with non-

members by Consumers" 
societies 197 

210 on transactions with 
non-members by Pro-

210 ducers'societies 197 
on transactions with non-

211 members by Housing 
344 societies 198 

object of placing, 00 invest-
344 ment of funds of society... 198 
79 society not to invest or de-
13 posit fuods in shares of 
18 societies with unlimited 

liability 200 
196 Re1(en,ue Court-

recovery through, 
award of arbitrators etc. oot 

183 to be questioned by'. 272 
Collector to execute orders 

185 of liquidator, arbitrator 
or Registrar as arrears 
of land revenue 275 

185 Revenue Jurisdiction Act, 1'876-
can protection be claimed by 

103 revenue officers executing 
illegal decrees , 281 



Revenue officer.-
can protection be claimed by, 

under Revenne J nrisdic
tion Act executing illegal 

PAGE 

decrees 281 
Revocation-

of nomination of persons 351 
R.les- 13 

what are 18 
prescribing period and terms 

for giving Government aid 353 
prescribing terms under 

which Government may 
guarantee interest on de· 
bentures of societies 3:>3 

Government may delegate 
powers to Jll&ke, 353 

previons publication of, 
necessary 353 

liable to be modified or re
scinded by Bombay Le-
gislative Council 354 

to be laid on Council Table 
for one month 354 

may provide for persons by 
wbom and form in which 
copies of documents or 
entries in books to be certi-
fied 315 

may provide for charges to 
be levied for supply of 
certified copies lUi) 

may provide for formation 
and maintenance of re-
gister of members 31S: 

may provide for formation 
and maintenance of re-
gister of sbares 316 

prescribing for payments to 
be made by members 
applying for loana 316 

prescribing for conditions to 
be complied witb by mem-
bers applying for loans ..• 316 

prescribing for periods for 
which loans may be made' 316 

I 
R.1_(contd.) , 

prescribing amount of loans 
to individual member ... 

prescribing prohibitions and 
restrictions subject to 
which societies may trade 
with non-members 

providing for formation and 
maintenance of reserve' 
fnnds 

providing for objects to 
which reserve fund to 
be applied 

providing for investment of 
funds of a society 

prescribing limit of nnmber 
of members 

prescribing conditions for 
distribution C'f profits 
among members 

prescribing maximum·rate 
of dividend which may 
be paid by sonieti&l 

prescribing procedure re-
garding appeals 

providing that share capital 
should be variable so that 
value of shares should not 

PAGE 

316 

330 

3:30 

330 

330 

331 

333 

333 

334 

increase 334 
providi ng that I18cessary 

share capital should be 
available as required 334 

providing that qualified 
persons should not be 
unnecessarily excluded 
from membership 336 

prescribing for procedure of 
liquidator ... 337 
prescribing mode of appoint-

ing arbitrators 340 
prescribing procedure to be 

followed before arbitra-
tors eto. 340 

prescribing procedure for fix-
i ng and levying expenses of 
arbitration 340 

providing for issue and 



kuic.-.{contd.) PAGE 

aervice of processes 341 
providing for writing off of 

bad debts 341 
regulating mauuer of raising . 

funds by ,hares or deben-
tures 341 

providiDg for withdrawal and 
_pulsion of members 347 

providing for payments made 
to members 317 

providing for liabilities of 
past members 347 

providing for nomination of 
persons 300 

prescribinlr cases where 
appeal liell from order 
of liquidator 3il 

providing for inspection of 
document iu Registrar's 
office' 353 

providing for levy of fees 
for grantiug certified 
copies of documents 3:i3 

prescribing procedure follow-
&d for custody of property 
attached before award 3:i3 

may provide for ascertaioing 
value of deceased mem-
ber's share 305 

may provide for general 
meeting 307 

may provide for procedure 
at general meeting 307 

may provide for powers to be 
exercised by general meet-
iugs 307 

may provide for appoint
ment, suspension and re
moval of members of com-
mittee 309 

may provide for procedure et 
meetings of committee •.• 309 

may provide for powers to be 
exercised by committee... 309 

may provide for duties to be 

4 

Rul~-tcontd.) MAg 
performed by committee 
aud officers 3U9 

prescribe accounts to be 
kept by society 313 

prescribe books to be kept 
by society 313 

provide for accounts 313 
provide for charges of audit 313 
llrovide for audit of accounts 313 
provide for periodical publi-

cation of balance sheet 
showing assets and liabili-
ties 313 

may prescribe returns to be 
submitted 314 

may provide for persons by 
whom and form in which 
returns to be submitted ... 314 

object of making 295 
are made to carry out pur-

poses of Act 299 
may prescribe maximum 

number 01 shares or 
capital by member 296 

may prescribe form of appli· 
cation of registration 296 

may prescribe conditions of 
application for registration 296 

may prescribe procedure in 
making application for 
registration 296 

may prescribe matters where 
by.laws may be made 297 
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