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. Withom the patient labour and unselfish devotion 
of a small band of unpaid workers there. could 
never have been a Co-operative Movement in the 
Central Provinces and Berar. . The gift of this 
book to the Movement is a small token of -the 
writer's deep respect and admiration for the work 

of the unpaid Co-operator. 
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PREFACE. 

Tq understand the meaning and importance of the Co:"operative 
Movement in India, requires a knowledge of certain historical 
facts and some acquaintance with co-operative achievement 
in other countries. That is the reason for Parts I andU ,of 
this book. 

In compiling a volume of reference it is legitimate to follow 
the example of Moliere and to take what is good from where 
it is to be found. Accordingly J it is not so much in the character 
of an author as in that of an amanuensis that I tender my 
apologies to Messrs. Cahill, Fay, Hewins, Wolff, Dicksee, 
and Conant. for my borrowings from their standard works. 
I have also made much use of the admirable Bulletins issued: 
by the International Institute of Agriculture in Rome, of the 
writings of Nicholson and Holyoake; and of the articles by 
that exceedingly well~informed expert .. Home Counties,'· 
published in The World's Work. 

It must be understood that nothing contained in this book 
is, in any sense, a declaration 6f Government policy. Such 
declarations are contained in Government Resolutions, and 
not in a book prepared by a humble co-operative worker for the 
use of his fellow-workers. ' 

H. R. CROSTHWAITE. 

June 15th, 1916. 
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INTRODUCTION. 

1/" Co-OPERATION leav~s nobody out who works. Those who
do not know this do not understand co-operation ; those who 
do know it and do not mean it, are traitors to the principle. 
Those who mean it and do not take steps· to, secure. it, or are 
silent when others evade it, ordo not advocate it when occasion 
offers, are unseeing or supine. Co--operation touches no man's 
fortune; seeks rio plunder; causes no disturbC!l1ce in' society; 
gives no trouble to statesmen; enters intQ no secret associations ; 
it contemplates . no violence;. needs no. trades union to 
protect its interests; if sUDverts DO order ; envies no dignJty; 
it accepts no gift, nor asks any favour; it keeps notenns with 
the idle, ~nd it will break no .faith with the industrious. It is 
neither mendicant, servile,' nor offensive; it has its hand in 
no man's pocket, and· does. not mean that. any other hands 
shall remain long or c9miortably in. its own; it means .sel£..
help, self-dependence,. and such share of . tht; common 
competence as labour shall earn or thought-can win." "These are 
the words of that great English co~operator; George Jacob 
Holyoake, and they may be coml!lended to all, workers in the 
cause as 'an epitom~ of what ".cO-operati9n .. ··really ~eans, 
Co-operation is mutual help; and a co-operative society begins 
in persuasion, proceeds by consent, seeks sucCeSS by c<1mmo~ 
efforts. incurs risks. and shares losses •. intending that all its 
members shall preportionately share whatever penefits. are 
secured. 

Co-operation produces equality; but this eq~ality is the 
result not the beginning. Any co-qperative move:n;J.ent must 
start with inequality and authority, .and must steer .st~adil.y 
towards self-government and independence.· It will take time~ 
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co-operators must remember:. to regenerate the world. 
'Co-operation is a religion which, though weak in creeds ~nd 
collects, renders humari:ity service. The main creed of 
co-operation is that all co-operators should mean well, work 
well, and neither beg, steal, nor annoy. 

Leslie Stephen has recorded that II Robert Owen was the 
'most conspicuous figure in the early part of the ninet~enth 
century." And when Robert Owen originated II Co-operation" 
most. men said. that the idea was contrary to human nature . 

. What was new to them they concluded was hew to h~manity. 
But Aristotle tells tis of nations who held the land in common 
an~ divided the produce, and of others who divided the land 
and stored the produce in common. Minos the Cretan would 
not suffer any of his people to . lead an indolent' life. Persons 
of all classes sat at common tables, partook of the same diet, 
and at the public expense. The laws of Minos rema.ined in 
force for neatly a thousand years; When Lycurgu5 governed 
Sparta obedience to the law and the dread of living for himself 
were the earliest lessons imprinted on the mind of a Lacede
monian. Robert Owen was born in 1771, and thus was a 
contemporary of- Wellington and of Napoleon. From being a 
humble drapet's - assistant he became a wealthy cotton 
manufacturer. Owen purchased and worked lip the first hale 
of cotton imported into England, foreseeing at once the future 
importance to the spinning trade of England of encouraging the 
foreign· supply of raw material. Owen's schetne of administer
ing his factories shared with his labourers and their families 
a portion of the common gain. A!Ilongst other arrangements 
for the welfare of his people Owen provided model schools for 
their children, and thus it came to pass that the education, or 
formation of character, of members· of the co-operative body 
has always been deemed a part of the co-operative scheme 
amongst those who rightly understand it.' A co-operative store 
was a mere detail of Owen's factory management. Huxley 
has written thus of Owen: "t think that everyone who looks 
closely into the problem of popular education must be led to 
Owen's conclusion that the infants' school is, so to speak, the 
key' of the position. Robert Owen discerned this great fact j 
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and had the courage and patience to work out his theory into. 
a practical reality." Owen was the fu;st who looked with 
practical intent into the kingdom of the unborn. He saw that 
posterity-the silent but inevitable judge of us all--:if left 
untrained may efface the triumphs, .. or dishonour, or destroy the 
great traditions of the race. Robert Owen put infant schools 
into the mind of tlie world; and he, when· it seemed impossible 
to anyone else, proposed national education. Moreover, Owen 
was not ,3. sentimental, speculativ~, or barren reformer. He 
was for ~ubmitting every plan to experiment befor~ advising it· 
He cared for no cause that reason 'could not win; and whatever 
he commended he supported with his purse. He saw, as no 
man before him did, that environment is the maker, of meri. 
Robert Owen died in his 88th year, on the 17th November, 
1858, . at Newtown, Montgomeryshire, the place of his birth. 
In 1902 the co-operators of England and Scotland subscrIbed 
to erect a handsome scre~n round Owen's tomb. 

1 
Although England is the parent=country of the co-operative 

idea, Germany is that of co-operative banking and credit) The 
German pioneers were Herr Schulze, Mayor of Delitzsch, and 
Herr F. W. Raiffeisen, Burgomaster of a group of villages round 
Neuwied. Both were men who had seen government service. 
Schulze-Delitzsch was a Judge and a· member of the Prussian 
National Assembly of 1848. Raiffeisen, ex-soldier and wine 
merchant, who even·to the age of eighty, when he was sick and 
blind, had a marvellous facility for arithmetical calculation, 

. directed the building of the railway on the left bank of the 
Rhine. Both these great reformers broke entirely new ground, 
although Schulze-Delitzseh had learnt. the powers of thrift 
from the English Friendly Societies, and Raiffeisen had seen 
from the public savings-banks and Schulze-Delitzsch's own 
institutions' how some of the' larger farmers could be accom
modated with credit. '. Both began with an individual effort 
to relieve the distress in their particular' districts. Both' ended 
with the conviction that improvement was only possible when 
it depended upon and came from the people themselves. 1848 
was a year "Of distress general throughout Europe. In 1849 
Schulze-Delitzsch' founded a Friendly Society for relief in 
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sickness, and in the same year an association of shoemakers for 
the purchase of raw materials. In 1850 he founded in Delitzsch
Eilenberg his first loan society with ten members, all artisans 

4 , 

and remodelled it two years later as a self-supporting institu-
tion with a capital and shares. He saw that the lack of good 
credit was at the root of the small man's helplessness, and that 
this credit could only be provided if the small man by self-help 
organized himself to obtain it. In 1848 Raiffeisen founded at 
Weyerbusch (Cobl~z) a co-operative society for diStributing 
potatoes and bread to the poor. In the year after he founded 
at Flammersfeld, in the Westerwald, a loan society for the 
support of small farmers; but, let us note, the members of this 
society were rich philanthropists' who sold cattle at 'easy' rates 
to the farmers, they were not the farmers themselves. In 1862 
--mark the long interval--.-Raiffeisen founded, at Anhausen, his 
S"econd society. This was a co.;operative credit society, and in 
it the borrowing farmers were themselves the members. It 
was at this stage that Raiffeisen discovered that the poor 
required no ,donations of money but the organization necessary 
to command this money for themselves. 

Neither Schulze-pelitzsch nor Raiffeisen had a government 
commission to establish credit banks. Their sympathy stirred 
them to efforts of relief: their .experience showed them the 
conditions under which permanent improvement was alone 
possible: their genius created triumphantly the conditions 
which their contemporaries thought to be unattainable. Schulze
Delitzsch was first in the field, but Raiffeisenworked out his 
own . organization .. Schulze-Delitzsch blinked suspiciously, 
when he detected certain variations from his own regulations, 
Raiffeisen held boldly to his position. Both observed that they 
had solved a great problem by principles essentially the same; 
neither understood that their differences of method were due 
to, and justified by. differences of environment. Now the German 
mind . is peculiarly prone to proceed by formulm. It draws 
from observation or study conclusions which in their place are 
correct. It celebrates their discovery by promoting them to 
an' "ism II which, applied regardless of environment and 
context. is incorrect. An" ism" is to its disciples a universality; 
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variation from that .. ism" is heresy and not ~n intelligent 
application of one principle to different conditions. Th{l party 
of Schulze-Delitzsch railed at Raiffeisen for methods which ill 
the town would have been insecure: tile party of Raiffeisen 
reproached Schulze-Delitzsch for methods which in the country 
would have been ,impossible. _ Schulze-Delitzsch was right in 
raising share capital for his town banks, Raiffeisen "in rejecting 
it for his country J:>anks. Being" Germans it did not occur to 
them to conclude, or if they concluded to confess, that each 
was right in his own line. To-day if you question Jt member of 
a Schulze-Delitzsch bank about Raiffeisen institutions, h~ turns 
up his nose. and patronizes them as unsafe "chaiity" banks 
in a tone of contemptuous pity~ If you question a member 
of a Raiffeisen bank about Schulze-Delitzsch institutions he 
shakes his head and apologizes for them, as for heretics convicted 
of capitalism _and exclu:?iveness~ " 

One word -more; It is necessary for the student of co:
operation "to understand that t1;lere a.re two aspects" of the 
movement and that they are linked inseparably toget1;ler. The 
one aspect is material, the other moral. But mo~ality is not 
a cloak which unsound business ought to wear. The moral 
enthusiast, blinded by the refulgence of his ideals, is apt to be 
impatient in his haste to :reach the Promised land. His head 
is amongst the stars, while his feet are stumbling in the gutter; . 
and there will always be people vulgar enough to take advantage 
of him. But if the moral enthusiast is wise he will build, up his 
scheme of reform on the solid foundation of material progress 
secured by sound business. Good economy is apt to produce 
good morals. Arid if the movement is ~o destroy the forces of 
ignorance and waste co-operators must be conscious of the 
efforts and sacrifices which their' cause requires. 
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Co-oPERATtVE CREDIT AND THE CENTRAL BANK. 

(The' Agricultural Journal 01 India, January. 1907.) 

So many people have already written- on the subject of Co-operative 
Credit that I hesitate to swell the number. My only excuse is that I do so by 
invitation. Some two years ago. when the first attempts to instil the principles
of <.o-operatiV'e credit amongst the people of the Central Provinces were made, 
it was supposed that any effort to establish societies would probably fail 
unless the money-lending classes were first conciliated. "In order to love 
mankind," said Helvetius, "one must not expect too much from them; ,,. 
an endeavour tp induce the leopard to change his spots was no plank in the 
platform of co-operative credit. It was recognized that in dealing with men 
of business instinct and tradition,' no " dusty allswer" would be sufficient t~ 
convince those whose" souls are hot for certainties" in the shape of principal 
and interest. It was of primary importance to convince these classes that 
the co-operative credit movement would benefit them as well as others. The
tactics adopted were cautio1.lS and may be described in the words .of Francis 
Bacon-" not to undertake things beyond the strength of Government, not 
to row against the stream, not to wait for occasions always, but sometimes 
to challenge and induce them." It was amongst the money-lending classes
that the gospel of co-operative credit was first, p~ea4\ed. 

It was necessary to explain to the capitallst the-meaning of co-operative
credit and to show that rural societies afford scope for safe investment with 
a prospect of a reasonable return. In order to do this satisfactorily. it was 
not forgotten that there is but one general rule of evidence-the best must 
be produced that the nature of the case will admit of. Recourse was had t~ 
practical demonstration. A few societies were started with capital raised 
partly by shares sold to members, and partly lent by Government or the 
Court of Wards. The rate of interest on loans to members was 10w-9 per 
cent. i members alone could borrow; after the provision of a reserve fund, 
profits were to be distributed pro rata to the shareholders. 

The main objections taken to these societies were that they were not such 
societies as the Government of India contemplated when legislation was first 
undertaken. that they wen~ mere profit-making machines' run for the benefit 
of some, of the non-borrowing members. and that neither Wolff nor Raiffeisen 
would be able to trace in them any resemblance to the societies of which they 
were the founders. These criticisms were sound and fair; b,!t the initial 

~ ( au ) 
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societies were formed as a stepping stOM towards better things. As has 
already been pointed out, it was considered essential to eIilist the sympathy 
of the non-borrowing classes. Accordingly in these first soCieties;· -harrowing 
and non-borrowing members were deliberately amalgamated in one body . 
.. All confidence is dangerous unless it is complete," said La Btuyc:re ; II there 
are few circumstances in which it is not best either to hide all ot to tell all." 
It was clearly of great importance that the non-borrowing classes should have 
an opportunity of becoming acquainted at fi1~t 11lntl with the. working of 
societies having machinery bearing some resemblance at least to thai of 'the 
rural societies which the later development of t11e Central Bank would finance. 

These first soci~ties_are now flourishing in the Cent?l-Provintes and.aro 
fulfilling at least one function of Raiffeisen Societies. They are succeeding 
in providing any man, whose character stands high enough with bis fellows 
to procure him election as a member, with money to carry'on his cultivatioJ;l 
at a reasonable rate of interest. The management of the affairs of,a ~ciet.y 
is vested in a committee elected by the members them~elves. The greatest 
objection to whiCh these societies stand o~n at present is that they aI:e Dlore 
or less dependent on a certain amount of official supervision, but it would be· 
wholly erroneous to say that the societies were stl;l.rted "by Govenunen* 
Order" II The fact is that when the cause of co-operative credit was first plead;el}· 
with the people as they sat round the writer's camp fire they1;hetnselve$' 
stipulated for a certain amount of aid and supervision I!.t the eu~set. 
"Accordingly ,when the societies formed in the Hoshangabad, Pistr~ct first 
started practical work, being still but infants, their steps we1:e very carefully 
guided. The various committees received no orders ;)hey were not peremptorily 
told that they must do this or must not dO that; the ehaptassis at the door ha<l. 
stric~ injunctions to usher at once the II Secretary Sahibs II and the" PresidenJ 
Sahibs II into the presence, and many were the occasions on which they cam~ 1;Q> 
seek advice and assistance. It must be confessed that at first JruJ,nyef the 
people received the idea of co-operative .credit nee ahumJ d !jinsorJit;t. all~ 

dawning perception has awakened a spirit ef real interest, and. these societies 
stand as successful object lessons, if not of the ideal ferm of co-operative 
credit, at least of the fact that joint responsibility and admission to 
membership by election produce, a body of honest bort-owers. 

_ It is a common cry that there is no public spirit amongst the people of 
India. If one were to ask amongst which class there is the least desire for the
welfare of others, the answer would probably be " amongst the money~lenders:' 
But it is ~ fact that the Banias of the Central Provinces, just as the Jews of. 
other countries, are the clasS whose application to business is greatest, and 
whose success is most proverbial. We know how .in the history of the world 
the Jew has for centuries been cast for the role of the ,oppressed; we know 
the present position of the Jew in Russia and Germany. It would be too much' 
to say that the Bania is the object of universal anilnosity, but it cannot be 
disputed that he is often regarded with the eye of suspicion, and generaIly of 
jealousy. Like Shylock, he wants his powi.d of flesh. In common with the 
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physician his services are only sought by those whose necessities demand them. 
and in COmmon with the physician the price charged fo~ the benefit bestowed 
is frequently condemned as extortionate .. While, however, the services of 
the doctor frequently inspire feelings of gratitude, the usurer has in all countries 
and in all ages been unpopular. It was Tocqueville who said that" he who 
despises mankind will never get the best out of either others or himself." 
The saying is one which is worth the consideration of the worker in the cause 
of co-operative credit. "If by the term public spirit," wrote Major-General 
Sir W. H. Sleeman, " be meant a disposition on the part of individuals to 
sacrifice their own enjoyments or their own means of enjoyment for the common 
good, there is perhaps po people in the world among whom it abounds so much 
as among the'people of India. To live in the "grateful recollections of their 
countrymen for benefits conferred upon them in great works of o.mament 
or utility is the study of every Hindu of rank and property. $uch works 
tend· in his opinion not only to spread and perpetuate,his name in this world. 
but through the good wishes and prayers of those who are benefited by them 
to secure the favour of the Deity in the next." 

Next, then, to pointing out to the money-lending classes that to invest 
money in Co-operative Credit Societies was worth their while, it was expedient 
to lay stress on the fact that the movement was a philanthropic one, designed 
to ameliorate the condition of the tillers of the soil. To aid in such a -move- -
ment is to acquire merit. The inducement is one that tempts civilised men 
of nearly every race and creed. The argument gathered strength when the 
results of the money-lending transactions of some of the leading Banias were 
revealed. It fell to the lot of the writer to assess the income-tax and to 
hear the usual pleas for a decrease in the burden of taxation on the score of 
decrease in income. The task presented many opportunities to one desfrous 
of ascertaining what proportion of interest (at the usual" sawai " or 24 per 
cent. per annum rate) was actually realized. ,If anything definite could be 
arrived at, then the guide to the rate of interest that would attract capital 
would be invaluable. Once satisfy the money-lender that new ways of 
employing his money would bring him in as much interest as the old, and a great 
deal would be accomplished. No one will dispute that the methods which 
entail the employment of lawyers and pleaders, attendance at court and legal 
costs, must neces.sarlly be very expensive. The law too is ,!!ncertain, and just 
claims are sometimes defeated. When, then, several money-lenders proved 
that the income derived by them from the capital sunk in small loans yielded 
a return of only 8 to IO per cent. co-operative credit scored another notch. 
The contest became one between knowledge and tradition. It was pointed 
out to the money-lenders that rural societies were small affairs for small people 
only: that the scheme of operations did not include such folk as large land
holders anxious to borrow a few thousand rupees for fireworks; that the 
old game of a man burdening his resources with the interest on large sums 
borrowed for cert:monial expenditure and then being unable to pay the interest 
in poor seasons~ must ,ontinue to be played: that, in fact, no encroachments 
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<on the profitable portions of the money-lender's happy hunting ground were 
to be made. The writer recollects the keen interest with which the Banias 
heard of the enormous fortune left by the most notorious money-lender of 
recent years, the late Mr. Sam •. Lewis, and of his methods; how Mr. Lewis 
never made sma1lloans but confined his dealings entirely to- advancing many 
thousands at a time on the security of very valuable property. In the end, 
many of the Banias were convinced that the creation of rural societies would 
afford them a safe means of investment without any of the expenses of collec
tion attendant on traditional methods, that the net return would be as great, 
if not greater. 

Had the writer stayed in the Hoshangabad District, his next step would 
have been -to form Tahsil Central Banks to which rural societies would have 
applied for money. The last section of the Co-operative Credit Societies Act 
confers a very wide discretion as to registration. Nobody pretends that a 
Central Bank with capital subscribed by the leading men of the tahsil, managed 
cn purely business principles, and existing· solely for the purpose of lending 
money to rural societies, is itself a Co-operative Credit Society in any sense 
of the term. Yet it exists for the purpose of associating the best business 
talent available with the co-operative credit moyement, arid is intima:tely 
connected with the scheme for financing and testing the merits of the· class 
o! rural societies roughly sketched in this article. The Central Bank should 
then be registered under the Act. Shareholders in the Central Bank can, of 
course, reside anywhere, but the committee should be chosen from shareholders 
resident within the tahsil. What is wanted is a committee with good local 
knowledge of all parts of the tahsil. It will not only control 'the internal 
affairs of the Central Bank; but will consider the applications of rural societies 
for loans and decide to what extent individual societies are bankable. The 
Central Bank is not only to be the source whence rural societies are to derive 
their capital, but a means of gauging the worth of newly-formed rural societies. 
It may be argued that too much power will be left in the hands of the Central 
Bank, that as .. interest speaks all sorts of tongues and plays all sorts of parts~ 
even the part of the disinterested," the Central Committee will be able to starve 
the rural societies, and thus kill the movement. To this no present anSwer 
can be given. The question is one of confidence, and time alone can 'prove 

'whether that confidence has been misplaced or not. It is idle to apply closet 
logic to schemes of co-operative credit. The personal equation must always 
count for much. Let us be content to go to school with experience. .. English 
men," wrote Sir Henry Maine, .. are wont-to 'be content with the rough rule 
of success or failure as the test of right or wrong in national undertakings." 
Though rough, the rule is not a bad one when judging schemes of co-operative 
~~. -

I~ may be suggested that the most convenient method of raising capital 
for the Central Bank is by guarantee and subsequent call for payment. This 
prevents the accumulation of idle money. It is from the Central Bank, then, 
that the rural societies are to obtain money. The ~istrict officer must. form 
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the rural societies as he. finds opportunities when in c,\mp. He must explain 
the advantages of co-operative credit to the villagers; he must aid in drawing 
up simple rules, the articles of association, and the application for registration ~ 
and h~ must superintend matters until the rural SOCiety is launched as a body 
corporate. Once that. is accomplished, the rural committee must look to the 
'Cenhal Bank for their funds. The Central Committee will enquire as to 
whether the new society is bankable or not, and, should their enquiries be 
sati~factory, will grant the rural'societya credit, a cheque book; and a pass. 
book. The cheques of-the rural society will be cashed when presented, and 
interest will run from the date of disbursement only. A date must be fixed 
f~r the repayment of ea(;l1 sum disbursed, and default will mean suspension 
of further credit. Probably it will be found most con~nient to settl~ accounts 
two months after each harvest. Government should not be asked for a ruPee
The writer has not yet Iilet a single man who urged that Government -should 
aid with money in order to show that its purpose w:>s earnest, without finding 
that the idea had been put into his head by an officer Qf Government. Directly 
the maker of such a request was invited to think for hiinself, he could discover 
no reason why Government should nol be earnest. 

These rural societies will be able to borrow at nine per cent. and lend to 
their members at twelve per cent. The small margin of three per cent. wiU 
provide all necessary working expenses and ,will in course of tiine furnish 
reserve and working capital. But no elaboration of the subject is required 
here. In attempting to solve the problems Which confront us,let us steadfastly 
bear in mind that it is the first purpose of co-operative credit to provide the 
cultivator with capital at a reasonable rate of interest. The Government of 
India. have laid down that the establishment of rural societies is to be our first 
care. Let us .riot then be too read}, as Mrs. Browning $ays, 

.. to talk by aggregates 
And think by systems, and, being used to face 
Our evils in statistics, be inclined 
To cap them with unreal remedies 
Drawn out in haste." 

In matters co-operativewe must not advocate too strenuousl! the rigid 
application of the methods of another hemisphere. It should be possible to> 
clothe the spirit of co-operative credit in an Indian garb without the usual 
official trimmings. Very possibly her attire will not be the latest confection 
from Utopia. but it can be, none the less, a practical working garb. 



APPENDIx t1. 
WILHELM HAAS. 

WILHELM IiAAs, the legal representative (Generalanwizlt) of the National 
Federation of Agricultural Co-operative Societies, died at Darmstadt on the-
8th of February, 1913. The German agricultural world has lost in, him 
one of its most valuable members. For forty years he took a leading part 
in the agricultural co-operative movement of Germany, first of all m the 
somewhat limited sphere of his native country, the Grand Duchy of Hesse, 
but later. after 1883, as head of the National Federation of German Agricultural 
Co-operative Societies. This Federation, the proportions of which were at 
first hut modest, developed under his direction. until it became a powerful 
organization for almost the whole of German agrfcultural co-operation. But 
not only forihe Ge~n farmers is his death a. great loss. The sincere 
cond~lences sent to the National Federation from a laige number of foreign.. 
countries show the high consideration in which Haas was held even beyond the 
frontiers of the German Empire. And, indeed, his action was not limited to the
field of German agricultural co-operation, forthe more the latter l1al;! developed~ 
the more it has served as the model for foreign countries. _ 

Haas always assisted the co-operative move.ment ahroad both actively 
and with advice and, in the same way, he always did his utmost to profit by 

_ the experience of other countries and the results obtained in. them for the 
benefit of German agriculture. He was in friendly relations with most of the 
men working- for the same ends as himself in other countries, and his great 
services to the co-operative institutions received their fitting reward in 1906 .. 
when, on the foundation of the International Federation of AgrictiItnraI 
Co-operative Societies, he was appointed its President. _ 

Haas was born at DarmstadtoIi October 26th, 1839. In 1862, he entered 
the' service of the Government of the Grand Duchy of Hesse. In 1869 he was 
appointed district assessor of the Grand Duchy in the office oUhe Friedberg
District in Upper Hesse. Ten years later, in 1879, he was Councillor of Police 
at Darmstadt, and, in 1886, he was District Councillor for the. Offenbach -
District. He held this important office until 1900. Then he left Government 
service to devote himself entirely to co-operative work. 

In 1872 he began hls work in the field of co-operative organization. He 
founded that year the Agricultural Distributive Union ~f Friedberg: Already 
in his position as member of the Provincial Agricultural Union of Starkenberg .. 
of which he was later on President, he had studied the needs and aspirations 

_ ( -S7i1 ) 
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-of the agricultural world. Wi~li the loan and savings banks, the agricultural 
-distributive u~ions were the earliest agricultural associations in Germany. 
It was in the Grand Duchy of Hesse they first extended themselves and in 
greater number than elsewhere. But, as long as they acted independently 
()f each other they could only par!ly succeed. Haas conceived the plan of 
uniting the societies in a single Federation. Fifteen societies, with altogether 
1:,070 membersj immediately adhered to the Federation. 

Haas was elected President of the Federation. In that office he soon gale 
proof of extraordinary talent as an organizer and administrator. In a short 
time the agricultural distributive unious increased very remarkably in the 
Grand Duchy of Hesse, so that, at the end of 1:875, the number of societies 
belonging to the Federation were already 40. The efforts of the Federation 
were crowned with complete success. It did not confine itself to doing its 
utmost to obtain better terms for the farmers by means of collective purchase. 
It also interested itself in arranging that the articles supplied should be of 
.good quality. 

The Federation continued working up to 1:890 to the great advantage of 
agriculture in the Grand Duchy. It was then transformed into a Federation 
~f all the different sorts of agricultural co-operative societies. Its action was 
now limited to the representation of the general inter-ests of the co-operative 
'Societies and particularly to the inspection of the affiliated societies, as pre
scribed in the law on co-operative societies. Its work as intermediary for the 
-collective purchase of goods was entrusted to a Central Co-operative Society. 
the foundation of which had been made possible by the new law. 

The methods adopted by the Federation of the Grand Duchy of Hesse 
and the systems employed by it were soon taken as examples in the foundation 
~f co-operative purchase societies and federations in other parts of the German 
Empire. Some associations founded in the State; adjoining the Grand Duchy 
~f Hesse, in the districts near the frontier, even requested to be affiliated to 
the Federation. Their applications could not be accepted. Haas. in fact • 
.as he declared in 1:876, thought it preferable that these associations should 
-endeavour to promote the foundation of new societies in their own districts 
.and afterwards unite with them in Provincial or National Federations. 

But, at the same time, Haas showed the possibility of uniting the District 
Federations into a general federation. The idea became realisable in 1:883. 
when it was decided to promote a federation of agricultural co-operative pur
~hase societies and dairies, and this led to the formation of the Federation of 
German Agricultural Co-operative Societies. At first, it was composed of 
nine Federations, which had 239 societies as members. Again, Haas was elected 
president and manager. From this moment his name became closely associated 
with the most important event~ of German agricultural co-operative life. 
The develc:>pment of this Federation, which in 1:890 assumed t~e' name of the 
General Federation, and in 1:903 that of the National Federation of German 
Agricultural Co-operative Societies, cannot be considered apart from that of 
-German agricultural co-operation generally. 
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After the death of Raiffeisen in 1889. it was decided to receive Credit 
Societies as members of the Federation. -There had been two Fedilrations .. 
the one headed by Raiffeisen, the other by Haas, aI\d they were long enemies. 
Raiffeisen and Haas had not the same conception of the manner in wWch agri~ 
cultural co-operation must work nor of the aims to be assigned to it. 

In the struggle for the leadership of the German Agricultural Co-operative 
movement between Raiffeisen's General Federation and the N:ational Federa~ 
tion, the latter inconteStably had the advantage. To understand this we must 
rtmember the contrasting principles of the two Federations. 

The very basis from which Raiffeisen started in founding his loan and. 
Savings Banks was the Christian idea of brotherly love. He did not place the 
economic advantages the societies offere<l their members in the first line. His. 
principal object was the spiritual and moral elevatiori of the agricultural 
population by means of the educative influence of association, and, in addition .. 
the support and encouragement granted. above all, to the needy and to persons. 
in bad circumstances. He did not allow the profits obtained in the business. 
to be distributed among the members at the end of the year or at the dissolution, 
of the society. Raiffeisen made the recognition and the practice of these 
fundamental principles a condition for the admission of societies -into his 
federation. Besides, his system was dominated by tlie idea of _ the sn:ictest 
centralisation, not only as regards the representation of the general interests .. 
the management and supervision of the Co-operative Societies on the part of 
the Federation, but also in everything relating to its business. The provincia),. 
branches of the Federation w~re only to be administrative branches. The 
Raiffeisen system was, in fact. really founded on a single type C?f Co-operative
Society. that of the Co-operative Credit Societies also engaged in collective 
purchase. to which other types were regarded as subordinate in importance. 

The fundamental and guiding principle of the National Federation was. 
the autonomy and independence of the societies. From the start, Haas
endeavoured to avoid subjecting co-operation to rigid theoretical. rules. In
founding the National Federation. he let hifuself be guided, ~ the first place .. 
by purely konomic considerations, and declared that there was no intention 
to place the Co-operative Societies under tutelage. The proposed Federation. 
wished simply and solely to effect the union of scattered forces and at the
same time to advise. instruct, and encourage. All the adherent sQcieties would. 
be free to' profit as they judged best by the advice given and proposals made
to them. This was in strong contrast to the -centralising tendency of the
Raiffeisen Federation. The dominating principle in the National Federation 
is decentralisation. rendering it possible for each member. institution to develop· 
according to its needs and its special conditions. Moreover. in the National., 

- Federation, it was not attempted to attain various ends, by means of a single 
type of society. but a particular form of society was founded for each special 
end. 

These differences explain, to a large extent, why the two Federations 
developed differently. It is the foundation of autonomous tt'rritorial and. 
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provincial orgailizati6ns that' have cOJ}.tributed to the wonderful development 
of the National Federation, ior not only is ~utonomy a more effectual medium 
for the expansion of co-operation than a large managing federation would be, 
but it is better able to take account of economic, intellectual, and political 
differences. 

In 1905 the General Federation Was amalgamated with the National 
Federation and, as a result of negotiations often interrupted, an understanding 
was arrived at. The provincial organizations of th: Raiffeisen Federation 
were transformed into territorial and provincial autonomous federations, 
with their special rules and the right to audit and inspect. In this respect 
the Raiffeisen party made. a considerable concession to one of the most import
ant principles of the National- Federation, namely, that of decentralisation. 
For that matter, already in I909, there had been a first modification in this 
direction in the organization of the Raiffeisen Federation. The union "ith 
the National Federation has not, however, lasted long. It soon became evident 
that it' was impossible to arrive at an understanding with regard to certain 
differences of view, and the bond between the 'two Federations was again 
broken in I9I3. 

The National Federation, in addition to occupying itself with the develop
ment of the external· relations of the societies for agricultural co-operation, 
has also concerned itself with promoting the improvement of their internal 
business. It is here that Haas rendered signal service. He was never tired 
of proposing new objects to the Federation and he succeeded in their realisation. 

The work done by the National Federation, in the thirty years that Haas 
was at its head, has been of immense value to his country. 

It was very natural that in view of his high position as head of the National 
Federation and his great personal prestige Haas should be en..trusted "ith 
various other offices. ' 

He was, for instance, member of the German Agricultural Co"Uncil, in his 
(:apacity as representative of the agriculture of the Grand Duchy of Hesse, 
and a member of the Imperial Parliament. 

In recognition of his beneficent and self-5acrmcing work, 1I.e was the 
recipient of many distinctions. On June. 8th, I908, on the occasion of the 
celebration of the twenty-fifth year of the National Federation, the German 
Co-operative Societies offered him a gift of Rs. 46,667, collected for the founda
tion of a Wilhelm Haas Institute for the development of German agricultural 
co-operation. 

In the history of agricultural co-operation in Germany, as a far-see~, 
energetic, and persistent organizer, Haas will occuPY a place of honour by the 
side of Raiffeisen and Schulze-Delitzsch. 



PART IV. 

CHAPTER I. 

ON BOOK-KEEPING. 

ANNuAL returns dealing with the work of the Province are 
submitted to the Government of India for the twelve months 
ending the 30th -June. Quarterly returns dealing with the 
financial and banking position of ths. whole organization' are 
submitted to the Local Administration. A regular system 
of accounts is, of course, indispensable. Central Banks and 
Societies in the- Central Provinces and Berar maintain their 
accounts in the forms prescribed by the Registrar. This makes 
for accuracy, -efficient control, sound business, and up-to-date 
statistical information. There is, at present, a great dearth 
of accountants trained in the methods which must be followed 
if the necessary returns just mentioned are to be tolerably 
accurate and easily compiled. It ha.s, therefore, been found 
necessary to prescribe columnar books, so that inexperienced 
accountants may find it easy to write and p<?st them without 
any scientific knowledge of accounts. Given the usual blank 
ledger, the average local "accountant would not know whether 
to post a receipt on account" of share capital on the 'debit or 
credit side. If, however, a column is marked off for" share 
payments received," matters are made easy for him. In brief, 
the columnar system enables an inexpert accountant to keep 
his books correctly. One of our aims is to dev~p .Iocal talent· 
and to spread a knowledge of modern busip.ess methods. There 
is much difference between mechanical ,work and intelligent 
wo.rk. Intelligent accountants rnayprove to be good candi
dates for higher posts. Unintelligent a.ccountaJlts Win always 
remain in.positions carrying low pay. This chapter is intended 

. ( 383 ) 
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specially for those workers, .,paid· or unpaid, who wish t() 
understand something about. ~ccounts. 

I.-BoOK-KEEPING. 

Book-keeping is the science of correctly recording in a set of 
account books_ in such a way as to present an easily intelligible 
statement of affairs at any moment, all those business transactions 
that involve the transfer of money or money's worth. 

Every business man must ask himself the following 
questions :-

II How much do lowe to others?" 
" How much do others owe to me?" 
"What am I actually worth after payment of my debts ?' .. 
II Are my dealings profitable or otherwise?" 
It is' impossible to rely upon memory to answer these 

questions faithfully and correctly. A business man, ignorant or 
careless of the advantages of the reliable and systematic 
registration and arrangement of the transactions' in which he is 
interested, will never accomplish much. Account books must 
furnish :-

I. A reliable statement of the balance of indebtedness. 
to or by the persons with whom business is. 
transacted. 

2. Easy access to the details of the transactIons on 
account of which indebtedness has arisen. 

3. An unerring check upon the values passing in and 
out of the business and of all liabilities incurred .. 
and the prevention of peculatioI). 

4. A true statement of profits made and losses incurred~ 
5. A suitable division "of expenditure U:nder various. 

heads, so that extravagance may be prevented. 
and necessary economies effected .. 

6. A comparison between different given periods to· 
show the forward or backward .movements of 

(a) the volume or profit of the business as a whole •. 
, or in anyone of its departments; and . 

(b) the fluctuations of the various charges and other:
circumst~ces affecting net profit Of; loss. 
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7. Th~ ;eady provision, at any time, of a true and full 
statement of assets and liabilities. 

There are two systems of book-keeping: (i) single entry, 
and (ii) double entry. . -

Single entry merely gives a record of -personal accounts .. 
Transactions are posted only once in the ledger. There is no. 
debit for a corresponding credit entry. Under this incomplete 
system, the accounts of capital, property, or profit and loss, 
cannot be efficiently kept .. Information is meagre and. results 
are unreliable, and the accuracy of the final statements cannot 

. be proved. 
In the system of double entry, every debit has its correspond

ing credit. Separate accounts of capital, property, values, 
gain and loss, as well as personal accounts are maintained in 
detail. . The chances of error are diminished and the location 
thereof made easy, -while the final statements can be proved. 

. Every debit. must have a corresponding credit. T~is -is the 
main principle on which the system of book-keepiI~Kby double 
entry is based. The secret of su~cess in accountancy lies in the 
correct determination of the right heads under which to debit 
and credit each transaction. . -

II. - WHAT IS AN ACCOUNT? 

-An account is the collection of all the pusiness transactions 
that refer to a particular head. 

• Accounts are divided into two main classes: personal and 
impersonal. Personal accounts are the accounts of persons; 
all other accounts are impersonal. 

Impersonal accounts are further subdivided into two 
classes: reaZ and nominaZ. Real accounts are the accounts of 
things or of the property belonging to the business. Nominal 
accounts are the accounts showing gain or loss. We have, 
therefore, three classes of accounts to deal with: (i) personal, 
(U) real, and (ii~1 nominal. . 

The heading of an account determines its class. If the name 
of an account is the name of a person, the account is a personal 
account; if the name of a thing or of property, it is a real 
account: and if it shows gain or loss, ~t is a nomiIlal account •. 

cs 
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Cash is the name of a thing.; furniture is the name of a 
thing; house property is a kind of property; all these would 
fall in the class of r~al accounts. The Central Banks and 
registered societies of all kinds, depositors, shareholders, are 
aU persons; their accounts are, therefore, personal accounts. 
Establishment, contingencies, stationery, rent, discount, interest, 
depreciation, ·bad debts, are all, accounts showing either gain 
or loss and are, therefore, nominal accounts. .. 

Each page of an account is divided into two equal parts 
by a double line drawn from the' top of the page to the bottom ; 
the left hand division is called the debit side or debtor side 
and' th~ right han<t division is called the credit side. "Dr." 
stands fot debit or debtor and "Cr." stands for credit. 

It is very necessary to remember thai Ihe terms n'.and Cr. 
as used in double ent,y book-keeping should not be confusea with 
the vernacular jama and name as they do not correspond. 

For mstance, in a personal account in vernacular books, 
the debit side is the right hand side, and the credit side is the 
left hand side. Here are the headings of a properly ruled page 
for an account book:~ 

NAME OF THE ACCOUNT. 
Dr."---'-___ ~ ____ . ________ CI'. 

Year Year 
and G Particulars. .9 Rs. A. P. and i Particulars. . ~ Rs. A. P • 

Month. ':G '0 Month. S ~ A "" 
I 

• -

, 

.. ,- .. -- - -- _. .-

Every" entry- 'in: the' .. Particulars OJ or' descriptive colullU'l 
on the' M.· sid~ of an account must begin with the word: " To ., 
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and that on the cr. side,:with the word II By.~' To understand 
the reason for this, insert the word " is" after the heading of 
each account. For instance, cash %; inserting the word U is," 
we read" cas~ alG is dr. to such and such a~untand cash alG 
is cr. by such and such account." 

Some concerns enter two money coluIilns in their accounts 
on both sides. This is to facilitate the totallirig of tlie amounts, 
under minor heads and the showing of the total,under one major 
head. These two columns are called the II inner column" and 
the "outer column." 

Columns are provided 01':1 each side of an account for the 
folio or page number to facilitate reference' to the original source 
from which the entry has come. 

On page 388 is a complete specimen of an ordinary form 
of account. -

III.-REAL ACCOUNTS. 

Before he proceeds futthec, the student musf understand 
clearly why every debit must have its corresponding crerlit. It is 
obvious that no transaction can take place unless there ate two 
parties to it. It is impossible for a man to receive money 'unless 
there is some one to give it to him. Similarly, he cannot pay 
unless there is somebody to receive. There is no gain' without 
a corresponding loss somewhere . 

• Every book-keeper must remember that he himselj,..on behalf 
of his master, represents one of the parties to each transaction. 
He must view each transaction from his master's point of vit;w 
and not from that of the other party: otherwise. his liooks wiU be 
topsy-turvy. 

In writing all real accounts, debit the, account when a thing 
comes in; and credit the account when the thing goes ',out. All 
receipts of money or property are entered on the dr. side of 
their I'espective accounts. In all transactions involving a real 
account, it may be asked, " does the thing come in ?.. It the 
answer is yes, then an entry must be made on the dr. ,side of 
the account of that thing. But does the thing go O}lt? If the 
answer is yes, then make an entry on the cr. side' of' the account 
of that thing. ' 



NAME OF THE ACCOUNT. 
Dr.---, ________________ ---''--__ ---' ________ ,Cr. 

Year Year 
and Date. Particulars. Folio. Rs.A.p. ,Rs.A. P. and Date. Particulars. Folio. Rs.A.p. Rs.A.P. 

Month. Month. ------ --- --
I 

• 
t 

- .. 

-
-

\ 

: 

\ 

» ) ) ¥ 
, 

o· 
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Here are some real accounts in Co-operative Banks :-
Cash %; building or house property %; investments 

%, e.g., of reserve· funds .of Central Banks or of societies; 
furniture %; stock' % (if stock is treated as an asset and not 
written off as loss in the profit and loss account). 

The cr. side of the cash % can never exceed the dr. side. 
It is impossible to pay more money than you have. The cr. 
side of a cash % must, therefore, necessarily be either less or 
equal.to but can never be more than the dr. side. 

There may, on the other hand, be loss 'or gain on the 
• property accounts, such as building, investments, furniture, 
or stock. When the property is disposed of in full, the value 
realised may be (i) equal to, (it) more, or (iii) less than the cost 
price to the debit of that account. (i). If equal, there is no 
gain or loss; (ii) if more, it is a gai_n ; and (iit) jf less, it is a loss. 
In the latter two cases the amount showing gain or loss is .-
transferred to the profit and loss account at the time of closing; 
When the property is disposed of in part, the valtte on hand 
should be put on the cr: side first. If then the debit side is 
heavier than the credit side, the balance is nrt loss on the sale, 
and is carried to the loss side of the profit and loss account. 
If the cr. side is heavier than the. dr. side, the difference is net 
gain, and is carried to the profit side of the profit and los.s account~ 
This is called the double balance of property accounts. It' will be 
observed that the doub)e balance of property accounts exists 
only when the, property is disposed of in part. The value on 
hand is an Ilsset and should be put on the asset side of the 
balance sheet at the time of closing.' There is one more-item 
in all property accounts which finds its way to the profit and 
loss account, whether the property is disposed of in full or part, 
or not. This is called depreciation. Depreciation is a periodical 
deduction in respect of the diminished value of any form of 
property caused by wear and tear and. age. The essential-point 
is that revenue should be charged with a .proper sum to cover _ 
the deterioration in the value of wasting' assets, and that' the 
apportionment of this' sumas between one year and another 
should be on equitable lines. This, of course, involves a'debit 
to a nominal account. and a' corresponding credit to some other 
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account. The l credit maY,be either to the account relating to 
,the asset in question, or to a reserve (or suspense) ,account. 
If the former , the value of the asset is gradually written down 
i,n the books to ,correspond wi~h the deterioration in intrinsic 
value; if the latter, the asset account remains unaltered, except 
in so tar as it may ,b~ increased from time to time by further 
additions that may properly be capitalised.' 

There are fo~r method.s .by which th~charge against revenue 
to cover depreciation maybe apportioned over ,the variou!i years. 
constituting the life of theass.et. viz. :-. 

{I) An equal proportion of the cost may be written off' 
each year. 

(2) The asset may be written down from year to year 
by deducting deprecia~ion at ,a fixed rate ,p~J:' cent. upon the 
balance standing to the debit of the acconntat the c~mmence· 
men,t of the year. Under this method the charges against, 
revenue become gradually less as time goes on; hence the 
method, is often. called the Reducing Instalment· (or Fixed 
Percentage) Method. 

(3) By writing off to revenue, each year an equal sum, 
sufficient at the expiration of the life of the 'asset to reduce the 
~sset to zero (or it~ residua~ value), after debiting the asset 
and credit¥tg revenue each year with interest, at an agreed rate, 
upon the amount for the time being sunk in the asset in question. 
This method is called the, Annuity System, and as the gross 
charge,in respect of depreciation is constant, whereas the credits. 
to' revenue in respect of interest diminish as the asset is written 
dowp., the net effect of this method is· to charg~ an increasing 
sum to revenue as years go on. The justification for so charging 
~n increasing sum to revenue is that the depreciation instal· 
ments, remaining in the business, increase the working capital 
of the undertaking. The yearly increase in the instalments. 
represents the amountofinterest that might have been earned 
on the previous instalments during the period under review. 
if those instalments 'had been taken out of the business and 
invested at the contemph~ted rate pei:' cent. 

'(4) By revaluing the assets from time to time and ,treating 
any diminution in value (after allowing for additions) as the 



realised depreciatio.n fC)r the year. Under this method, fo:r 
obvious reasons, the charges- agairist revenue in successive 
years will be very unequal, as the gradual ~duction in the 
market value of most articles ha,s but little correspondence 
with the true depreciation, as measured by the amount pf us~ 
that has been had out of the asset during the period in question. 

Any of the above-named methods of providing £ordepreci,a,. 
tion may be employed, either with or witho'\ltaccumulating 
a corresponOing sum of money outside the business, available 
at short notice to repair the ravages caused by depreciation. 
Such accumulations outside the business are known as Sinking 
Funds. 

The term If Sinking Fund " is used in vario'\ls connections., 
with the result that considerable misapprehension has arisen 
as to its exact nature and significance. The term was first 
applied to the revenue monies employed by the British Govern .. 
ment, from time to time, to reduce the British National Debt 
by the cancellation of Government Stock. At the present ti!lle 
it is very widely used to cover any systematica-ccurnulation of 
monies for the repayment of liabilities becoming due at definite 
future_ dates. That the annual provision may be sufficient to 
provide the necessary monies at.the end of the terrn it is neces
sary to enquire, in the first place, what rate of i:nterest it will be 
possible to earn upon the annual instalments set aside, and then 
to calculate what sum per annum will, at this rate, amount to 
the required sum at the end of .the prescribed term. From 
time to time,_ of course, the annual instalments .may require 
to be adjusted, as the rate of interestactua.lly earned on the 
investments may, perhaps, sometimes be below, and sometimes; 
above, the anticipated rate. In order that there may be !unds 
available to redeem the loan, debenture, or other liability 
on the date on which it matures, it is necessary that, ea.ch time 
an instalment is credited to the Sinking Fund Account, a 
corresponding sum of mon~y be taken out of the general assets 
of the concern and invested in authorised securities. The 
entry in respect of this transaction -would be to the debit of the 
Instalment Account and to -the credit of Cash; so that the 
effect upon the balance sheet. each time an instalment is set 
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on one side, is to reduce the credit balance on Revenue Account, 
and increase the. credit balance on Sinking Fund Account, 
simultaneously reducing the debit balance on Cash Account 
and increasing the debit balance on Investments Account. 
Whatever income may be derived from these i~vestmen.ts is 
debited to Cash and credited to Sinking Fund Account; and 
upon the income being r~invested, Cash is credited and Invest
ments Account debited, so that at all times the credit balance of 
the Sinking Fund Account should agree with the debit balance on 
Investments Account. When the loans or debentures mature, 
the investments may be realised (when Investments Account 
will be credited and Cash debited), and the money be applied 
towards the redemption of the loans or debentures, Loans or 
Debenture .Account being debited and Cash Account credited. 
As far as co-operative banks are concerned the great advantages 
of raising a Sinking Fund Account are (1) that at no subsequent 
date is the Sinking Fund Account encroached upon to equalise 
dividends, ·or for any purpose other than the discharge of 
specified liabilities; and (2) that particular attention is called 
to the fact that certain investments are earmarked as being 
intended solely for such discharge. It is, however, essential 
that the Sinking Fund monies ihould be invest~d in the names 
of trustees for the benefit of the debenture holders; for other
wise they remain the property of the Bank, and, in _ the event 
of liquidation would have to be dealt with as part of the general 
assets. 

Reserves. Secret Reserves. Reserve Funds. A reserve may 
be defined as a provision charged against profits with a view 
to covering an expected loss. The term, therefore, covers a 
range far wider than mere Depreciation, inasmuch as Reserves 
may be made inter alia to cover loss arising from bad' and_ 
doubtful debts, disputed claims, contingent liabilities, etc. 
From the point of view of accounts, ~ Reserve may be said to 
be provided whenever a sum is charged against Revenue without 
the corresponding credit operating to reduce the debit baIance 
upon an account representing an asset. Thus if a book debt 
be written off as fC bad," the ordinary book-keeping entry is to 

-the credit of the insolvent customer and to the debit of Bad 
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Debts Account, and no Reserve is thus created; but if a debt 
(or Series of debts) is not bad, but merely doubtful, it is not 
i!xpedient to extinguish the debit in the customers' ledger 
accounts, while at the same time ir- is stilI necessary to debit 
Revenue with any loss which it is thought may be likely to 
occur under this heading. Under these circumstances,. the 
course ordinarily pursued is to debit Bad Debts Account (and~ 
therefore, in due course., Revenue Account) with the estimated 
loss, and to credit a corresponding sum to an account headed 
II Reserve for Bad and Doubtful Debts." 

A Reserve created to cover loss through the deterioration 
in the value of any specific class of asset should, as a rule, be
shown in the Balance Sheet, not as a liability but as a deduction 
from the particular asset in respect of which it has been created. 
When, however, a Reserve has been cre.!lted to cover a general 
loss in respect of all assets, this procedure is no longer practicable, 
and under these circumstances the Reserve must appear 
as a liability in the Balance Sheet. If, however, it be s6 stated, 
it is important that it_should be earmarked as a Reserve to 
cover loss in respect of Depreciation (or whatever the estimated 
source of loss may be), as otaerwise there is -a serious da:ngei 
of such a Reserve being confused with the Reserve Fund. 
which is an entirely different matter. 

When a Reserv:e is deliberately accumulated in excess of 
the estimated loss that is likely to occur under that particular 
beading, the excess constitutes a Secret 'Reserve made to cover 
future but unmatured losses, because experience shows that, 
as a rule, these exceed expectation. Within reasonab~e limits, 
the practice is a prudent one and, moreover, one that is very 
generally countenanced by most thoroughly sound business 
men. It is especially in connection with Banks that Secret 
Reserves are most prevalent. They usually take the form of 
an excessive provision for loss by way of Bad and Doubtful 
Debts, the CI secret " being maintained by deducting the amolint 
Qf the Reserve from the amount of the debts in the Balance 
·Sheet without showing the figures in detail. Arguments against 
the formation of Secret Reserves are (r) that the omission of 
valuable asset~ opens the door to the verification of these 
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assets being altogether overlooked by the· auditors; (2) that 
it is practically impossible to have recourse to such Reserves 
in bad times without drawing such prominent attention to 
the fact as effectually to do- awa.y with all possible -arguments 
that could be. raised in justification of the employment of 
Secret Reserves at all. . 

A Reserve Fund is a sum set aside out of divisible profits and 
retained in. hand for the purpose of strengthening the financial 
position of the undertaking. .It differs .from a Reserve in 
that it is impossible to create a :&eserve Fund save out of 
divisible profits; whereas a Reserve may be provided even during 
'periods when a' loss has been sustained. A Reserve Fund is 
but a portion of the credit balance of the Profit and Loss 
Account, whiCh has been separately" earmarked" as being 
., reserved." If, therefore, at any subsequent date, losses be 
sustained which cause the Profit and Loss Account to show 
a debit balance, any credit balance that there may be upon the 
Reserve Fund must be at once applied (so far as it goes) towards 
extinguishing this debit balance. It would be a contradiction 
in terms to state, upon the same B~ance Sheet,- an' item 
representing a deficiency on Profit and Loss Ac~s>unt, andanother 
item representing a surplus on Reserved Profits. The continued 
existence of a Reserve Fund is dependent upon the continued 
existence in the undertaking of the profits out of which that 
Fund was originally created. If those profits have been absorbed 
in subsequent losses, the Reserve Fund automatically ceases 
to exist. In co-oper3:tive banking the absorption of profits 
is a ;remote contingency, because there are so many safeguards 
interpos~d between the .Reserve Fund and its liability fof' 
losses. .. 

TechnicallY speaking, the popular notion that a Reserve 
Fund is only .. real" when represented by specific investments 
outside the business, of a corresponding value, is entirely 
misconceived. From the practical point of view,. however, 

. there is much to be said in favour of it. A rifle, for instance, 
is a rifle, whether a man takes it into the jungle with him or 
leaves it at home. But if he leaves his rifle behind him, goes 
into the jungle and meets a man-killing tiger, then the fact that 
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he owns a rifle will not save his life. And so, exactly, is the 
banker placed who, looking to his Reserve Fund for fluid 
resource,· has it invested in securities that he cannot realise just 
when he wants cash. It is, in fact, impossil?le to 'say e~ctly 
how a Reserve Fund ought to be invested until it is clear wha:t 
the purpose of the particular Reserve Fund is to be ; and the. 
purpose, of course, depends upon many considerations of a. 
very variable nature. The Teuton would treat the invest~ent 
(If Reserve Funds as an " ism," and (as I have pointed out in 
the Introduction j:o this book) he would apply that "ism'~ 
without regard to the fact that circumstances alter cases. Our 
friend, in the illustration above, might," perhaps, have two
rifles and take one with him. If, then, a banker maintains ample 
cash Reserves, the investment of the Reserve Fund need not-be 
considered from the point of view which· is most certainly 
necessary if the Reserve Fund be intended to furnish the 
necessary fluid resources.; And as it is impossible to identify 
the Reserve Fund with any particular portion of the assets, 
it might be ~argued j:hat as long as the fluid resources are there .. 
the Reserve Fund is invested in them. 

A Reserve Fund represents nothing more ~than the .fact . 
that certain profits (1) have been made, (2) have" been set upon 
one side, or reserved, and (3) are still in existence. All that is. 
necessary, therefore, to constitute a "real" Reserve Fund is. . 
the continued existence of a corresponding sum of undivided 
profits-that is to say, t~e maintenance of a corresponqiilg 
surplus of assets over I~abilities. The exact form that these 
assets take has nothing whatever to do with the reality, or 
otherwise, of the Reserve Fund, but, of course, has the most 
important bearing upon its prci."ctical utility. It must not, in 

" fact, be supposed that the practice of effecting investments. 
outside the business to a corresponding extent is not one to be 
encouraged. The advantage of such investments is in aU' 
cases analogous to the advantage of a Sinking Fund to provide 
for any other kind of contingency, in that it .enables the under
taking readily to place its hands upon a definite sum of money 
whenever the need for an immediate supply of cash may arise. 
It thus follows that, in the absence of any special reason -to the 
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-contrary, it is desirable that, as the Reserve Fund is accumu
lated, corresponding investments should be accumulated 
outside the business; but there is no more intimate connection 
between the Reserve Fund and these investments than there 
is between any .other. item upon the liabilities' side of the 
Balance Sheet and any .other item upon the assets' side. The 
-c.ontinued existence .of the Reserve Fund will depend solely 
upon the continued existence of a c.orres,Ponding surplus of 
assets as a'whole over liabilities as a whole. It d.oes not follow 
that a Reserve Fund is simply the whole amount by which 
assets exceed liabilities; for, in a co-operati~e bank or society 
in the Central Provinces, the Reserve Fund is created out of 
-divisible profits funded and made indivisible. 

IV.-PERSONAL ACCOUNTS. 

In deaJing with pers.onal acc.ounts, the following question 
may be asked :-

II D.oes the person whose account it is receive or give? " 
If the answer is " receives," debit the account; and if the 

answer is II gives," credit the account. 
Receipts by a person are debited to his account and payments 

by him credited to his account. 
When the Provincial Bank receives an amount from .or 

f.or a customer, the Bank is debited; when that Bank pays an 
amount to .or for a customer, the Bank is credited. The accounts. 
-of rural s.ocieties are debited when monev is advanced to them 

• • • 0,1 

by Central Banks, or when they incur any .other liability; and 
they are credited when' they in any way discharge or paY'off 
their liabilities. When dep.osit.ors .or creditors pay in, their 
accounts are credited and when they receive payments out from 
the Bank, their accounts are debited. The persons to whom 
the Bank pays receive, and when the Bank receives, they pay. 
In .order to determine whether to enter a debit .or a credit in 
J,heir acc.ounts, in the Bank's books, the question to be answered 
is whether they receive or pay, not whether the Bank receives or 
pays. . 

The balances to debit .of pers.onal accounts are called 
cook debts. Th~ book debts may be either {~} g.o.od, (iJ) doubtful • 

• 
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or (iii) bad. Book debts are good when there is no probability 
of any loss on their realisation; they -are doubtful, when it is. 
not certain if they can be realised in full; and they are bad,. 
when it is certain that a portion of, or the whole of, the amount 
due cannot be recovered. 

It is prudent to estimate the character of book debts and 
to make provision for bad and doubtful debts out of profits. 
The amount thus provided out of profits to meet anydo:abtftiI 
or bad debt is called the bad debts reserve. This is a charge
to the profit and loss account, or, in other words, appears on 
the loss side of that a.ecount. 

V.-NOMINAL ACCOUNTS. 

In dealing with nominal accounts, the guiding rule' is 
debit the account with losses and credit it with c..ains. 

If after asking whether a transaction pertaining to a . 
nominal account is a loss or gain, the answer is loss, debit that 
account; and if the answer is gain, credit t~at acc·ount. The 
loss or gain to be determined should be from the Bank's point 
of view. Establishment expenses, contingent charges incurred 
and paid, rent paid or due, taxes paid or due, interest paid and 
due on loans and deposits, bad debts, depreciation on furniture. 
loss on realisation or sale of property, printing and stationery. 
commission, etc., are all losses and are debits to their respective 
accounts. Interest received on loans or deposits, interest on' 
investments, commission earned, gains on realisation or sale
of property, etc., are all gains and are, thenlfore, credits to 
their respective accounts. 

VI.-THE JOURNAL. 

When any transaction is to be recorded, the book-keeper 
has,' we have seen, to ask himself what two accounts are involved.' 
to determine the classes of those two 'accounts, and to debit 
or ~redit them in' accordance with. the principles already' 
explained. Take this transaction, for instance, rr Advanced 
Rs. 1,000 to the Kareli Society." A is a book-keeper mthe. . 
Narsinghpur Cen~ral Bank, who has made the a~vance. From 
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his Bank's point of view, cash goes out to the Kareli Socidy 
which incurs the liapility. The two accounts involved are (i) the 

_ -cash account, and (it) the Kareli Society's account. The cash 
account is a real a.ccount. A asks, therefore, " does the cash come 
in or go out? II The answer 1s "goes out. II Consequently he 
-credits the Bank's cash account. Secondly, the KareliSociety's 
account is a personal account. The question A puts is " does 
the K~reli Society receive or give? .. The answer is ,. it receives." 
A, therefore, debits the account of that society. "A credit, it will 
be understood, automatically gets a debit. The technical 
dressing of the ,above transaction is, as :i<>llows ~-" 

KareU Society Dr. Rs. 1,000 

To Cash Rs. 1,000 

After the words: " To" or " By" in the " Particulars II 
-column of the accounts, A enters the name of the account in 
which the corresponding entry is made. For instance. in the 
KareU Society's account, in the" Particulars" column, the word 
after" To" on the dr. side would be "Cash" ; because the 
<:"orresponding credit entry is in the cash account. Similarly, in 

, the cash account, after the word " By," the wording would be 
•• the KareU Society'S account"; because the corresponding 
debit entry is in that account. 

The above process of" determining the correct debit and 
credit for every transaction and dressing the entries for' the 
respective ledger accounts is called "journalising II and the 
book in which such dressing is recorded is called the" Journal." 
TheJoumal is a subsidiary book. S1tbsidiary books are those 
which dress entries for t~e ledger and are, therefore,' original 
books of entries which are, subsequently, pgsted to the ledger. 
The Cash Book is also a subsidiary book "to the ledger. The 
Ledger is a book which contains the different kinds of accounts 
in detail in their debi~ and credit form. I t is the principal 
book of, acco~nt, and to it the Cash Book, Journal, and other 

'books of original entries are subsidiary. A most important 
rule'in boOK-keeping is that no entry can be made in the Ledger 
unless il has' bee'!' dressed in a subsidiary book. The Ledger,. as 
it Were, is" tot) august a. personage to visit without the formality 
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of gtvmg intimation. A visiting card must be - submitted 
through the orderly b~ks which wait on the ledger. 'The 
process of dr~sing lessens the chance of making wrong entries 
on the Wrong sides of the wrong accounts; and gives the book-
keeper breathing space. , 

The Cash Book is a record of all transactions in debit and 
credit form. The two sides are ealled' dr. and -ct. sides, or 
receipts ~d disbursements sides, or cash amI contra sides. 
respectively. All entries on the dr. side, receipts side, or cash 
side of the Cash' :Sook must be posted to the credit silde' of the 
linked accounts. Similarly, all entries on theer.side, or 
disbursements side, or contra side of the Casn Book must be 
posted to the debit side of the linked accountp. 

Where a Journal is maintained, only casb transactions 
are recorded in the Cash Book. Where a Joumalis not main
tained, all adjustments are, also passed through the Cash Book 

, and in this case. the Cash Book sel'\res the purpose of the JournaL 
The latter method is cumbrous and it is better to keep Doth 
Cash Book and Journal, ' 

When 'an entry is passed through the Cash Baok,it is not 
necessary to say. in the case, for instance, of the transaction 
mentioned above, "Kareli .Society dr. to Cash." It suffices 
to make an entry' on the cr. side of the Cash Book and, in the 
column for "Particulars," to enter the name of the KareH 
Society together with any necessary descriptive matter; such 
a credit entry in the Cash Book when posted to the ledger neces
sarily entails a debit in the Kareli Society'S account., But 
when passing the entry through the journal, both the: debit 
and credit heads must be mentioned as illustrated above. 

Spec~en forms with entries of the Cash Book ;md the 
Journal are given on the next page. 



• 1916 
March 

1916 
March 

1916 
March 

. 
1916 

March 

CASH BOOK.' 
Dr_. ______ ~------------------------------~--------------------Cr. 

I I Folio. 
I 

Folio. Rs. A. P. Rs. A.P Rs. A.P •. Rs. A. P. 

1916 
1 To balance (opening) .. .. 3,000 00 March 1 By Kareli Society Loan 15' ", .. 

2,000 00 , 
~c S.L. 

0 I .. B ance (closing) ·1,000 00 , 

-- ------
3.000 00 3.000 00 

1916 
2 To balance (opening) .. .. 1.000 00 March 2 ~y balance (opening) .. .., 4,000 00 

" Provincial Bank 10 
3.'000 00 7 % Loan a/c. L.L.· ." 

--_. ----
, 

4,000 09 4,000 00 . 
• 

1916 ..JL 
3 To balance (opening) .. ... 4,000 00 March 3 By Kanria Estate 6 % F.D.L. 5.00000 

.. Provincial Bank 10 5.600 
Fixed deposit a/c • I~() 

7 % Loana/c. LL. ... 00 Interest on deposits L.L. 600 00 5.600 00 , .. 
a/c. .. , .. Balance (opening) 4,000 00 

---- ----
9.600 00 9.6 00 00 

4 To balance (opening) ... ... 4,000 00 

"",. 

·8 

> g 
o 
c:: 
Z 
>-I 
III 

> 
Z 
o .., 
~ o n 
I'll o 
c:: 
~ 
!"l 
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TH~ NARSINGHPUR CENTRAL BANK, LIMITED. 

Journal. 

Dr. ____ Cr. 

M 

Year 

I and Date. Particulars. Folio Rs. A. P. Rs. A. P. 
ontb. 

- --- --I-- --- -. 
1916 

March I Kareli Society. Dr. ~I.ooo S.L. 

To Cash . 40 I 1,000 

For loan advanced to Kareli ' GoLI 
Society this day; repayable 
as follows :-

Rs.' 
1.3-17 300 
1.3-18 3~0 
1.3-19 350 

March 2 Cash Dr. 40 3,000 

To Provincial Bank 7% G':'L. -Loan 
a/c 10 3,000 

Repayable as follows :_ r::-r-Rs. 
1-4-17 1,000 
1-4'18 1,000 
1-4-19 1,000 

March 3 Kauria Estate 6% Fixed 
deposit a/c. Dr. -1i..-. 5,000 

Interest Fixed deposit 
F.D.L. 

on 160 ate. G.L 600 

To Provincial Bank 7% Loan 
10 

5,600 
a/c. r:r::-

(For amount of Fixed deposit 
and Interest thereon repaid 

/ through Provincial Bank.) 

Note :- S. L. means Societies 
Ledger. 

G.L. 
" 

General 

L. L. .. Ledger. 
Loan 
Ledger. 

F. D. L. ,. Fixed . Deposit Ledger . . , 

cs 26 
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VII.-TH~ TRIAL BALANCE. 

'rh~ authenticated papers that support the entries made 
in the subsidiary books are called the vouchers. The items 
supported' by the~e vouchers- are posted in the subsidiary books, 
and the subsidiary books are posted in the ledger. To post 
means to write an entry in an account book on the support of a 
voucher or of an entry in a subsidiary book. When the sub
sidiary books arid the ledgers are thus posted, and when every . 
debit in the ledger accounts has its corresponding credit, it 
follows that ali debits put together must be equal to all credits put 
together. The statement wl1ich verifies the postings and their 
correctness in this way is called a ~~ {ria! balance." This trial 
balance is prepared in two ways; on the gross postings system 
or on the balance system. A trial balance on tlie gross postings 
system is prepared by' totalling the debit side and credit side 
of each individl1al ledger account and putting these totals against 
the head of that account. A trial' balance oil the balance system 
is prepared by totalling the debit side and the credit side, and 
then deducting the smaller from the greater side and entering 
the difference on that side which is heavier. In both cases, 
the dr. and cr. sides of the trial balance must agree; .if they do 
not, there is a ~stake in posting, and before th~ books are 
closed, the mistake must be located. 

The balance of an account is the difference between its 
two sides. If the dr. side is heavier than the cr. 'side, the 
balance is called a dr. balance. If the cr. side is heavier than 
the dr. side, the balante is called the cr. balance. Dr. and cr. 
balanr.es of accou1tlts are put in the dr. and cr. columns of the 
trial balance. 

To close an account means to' balance it, put the balance 
on the lighter side~ thus make the totals of the two sides agree 
and bring down or show the balance~ When the balance at the 
time of closing the account is to be placed on the lighter side 
to make it equal to the heavier side, the dr. balance is put on 
the cr. side and brought down on the dr. side after closing the 
account: and the cr. balance is put on the dr. side at the time 
of closing and brought down on the cr. side after closing the 
account. In...order, therefore, to determine whether the balance 
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is a dr. balance or a. ct. balance~ it .follows thai a dr. balance 
must appear on the cr. side at the time of closing ana be brotighl 
down on the dr. side; conversely, the cr. balance must appear on 
the dr. side at the time of closing and be brought down on the 
cr. side. 

The diagrams below will be useful. 

DR. BALANCE. 
D'.---------'--------------C,. 

This side must be heavier. 
Here the Dr. balance must be 

brought down. 

This side must be lighter. 
Here the Dr. balance must appear 

at the time of Closing. 

, CR. BALANCE. 
Dr. _________________ -'-___ c,.. 

This side must be lighter. 
Here the Cr. balance must appear 

at the time of closing. 

This side must be heavier .. 
Here the Cr. balance must be 

brougbt down. 

VliI.-THE PROFIT AND Loss ACCOUNT AND BALANCE 

SHEET. 

When the trial balance agrees, the book-keeper may 
proceed to make the necessary closirtg adjustments,· such is 
depreciation of furniture, charges incurred but not paid, profits 
due and earned but not received, calculation: of any bad or 
doubtful debts; creation, or increase or decrease of any special 
reserve funds (such as that for bad and d.oubtfut d.ebtsy whtch 
shoUld always exist. He' then makes the necessary debit and 
credit entries iIi the respective accounts, dears 'the suspense 
account as far as possible and prepares the final statements. The 
adjustment accounts will be dealt with later on. When the 
adjustments have been duly made, the book-keeper closes all 
the nominal accounts and carries the dr. balances of such 
accounts to the dr. or loss side of the Profit and Loss account . 

. He also carries the cr. balances of all nominaf accounts to 
the cr. or profit side of the Profit and Loss account. The 
Profit and Loss account is,: therefore, a statement oj the debit 
and credit balances oj aU tnt nominal accounts in the Ledg.ers. 
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The following \ diagram shows what the Profit and Loss account 
contains:~ 

PROFIT AND LOSS ACCOUNT. 
Dr.-----------------~ ____ c,. 
Dr. Balances of all Nominal 

Accounts. 

If the balance is net profit. it is carried 
t9 the liabilities side of the Balance 

Sheet. 

Cr. Balauces of all Nominal 
Accounts. 

-
If the balance is net loss. it is carried 

to the assets side of the Balance 
Sheet. 

The dr. balance of the PJ'ofit and Loss account, which in 
\ 

its abbreviated form is known as P. & L. account, is a net loss. 
The cr. balance of the P. & L. account is a net profit. Net profit 
is carried to the liabilities side and net loss to the assets side of 
the Balance Sheet. 

IX.-THE BALANCE SHEET. 

The Balance Sheet is a statement which collects all the dr. 
and cr. balances of all the real, personal and nominal accounts 
from the Ledger. The dr. balances of all real, personal and 
nominal accounts are assets; and the cr. balances of all real, 
personal and nominal accounts are liabilities. 

The assets and liabilities must agree,' when they agree, the 
books are said to have been proved. 

When the assets fall short of the liabilities, and net loss 
appears on the assets side, the concern is said to be insolvent. 
w"hen the assets are more than the liabilities, and the net profit· 

, appears on the liabilities side, the concern is said to be solvent. 
A discharged'insolvent is called a bankrupt. All insolvents are 
not bankrupts. It is the legal discharge which makes an 
insolvent a bankrupt. 

The following diagram shows how a ba1ance sheet is made 
up:-

Liabilili". 

Dr. Balances of all 
Real ales 
. Personal ales ; and 
Profit and Loss air. 

BALANCE SHEET, 

Ass6ts. 

Cr. Balances of all 
Real alcs 
Personal alcs ; and 
Profit and Loss alc 
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Instead of closing and bringing the indiv!dual nominal 
accounts into the Balance Sheet, they are closed and brought 
in the Profit and Loss account (which is also a nominal account), 
and the Profit and Loss account is closed and brought into the 
Balance Sheet. This simply means that all nominal accounts are 
closed and brought into the Balance Sheet. The Balance·Sheet 
is the final statement and it is the test of the worth of a ·concern. 
The principle that every debit must have a corresponding credit 
makes the trial balance agree; it aJso applies to the agreement 
of the two sides of the Balance Sheet. 

CHAPTER II. 

PRIMARY Co-OPERATrvE CREDIT SOCIETIES. . 

I. When a society has been organized, it is necessary to 
prepare an application for registration, or Memora.n~um of 

. Association. The following is the form in use :~ 

.. (1) We, the undersigned (10 or more) persons, residents 
of , and all being a hove 18 years of 
age, request registration as a Co-operative Society with un
limited liability to be called the ,Primary 
Co-operative Society, Unlimited, Tahsil, _______ --
District The Society will carryon its 
operations within the limits of only. 
Its registered office shall be at Post Office. __ _ 
____ Tahsil District ___ ,..--__ 

(2) The object of the Society is to obtain money for its 
members at a cheap rate of interest and to encourage them to 
practise thrift, self-help and co-operation. 

(3) We understand that our liability is joint and several 
and'is unlimited save by the extent of the Society's liability. 

-(4) We undertake to repay all our existing debts- as soon 
after registration as possible and to observe the by-laws which 
enjoin the avoidance of borrowing from any source other than 
our Society. 
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(5) ~y,rther, we have agreed to, and clearly understand, 
tp.e by-laws forxvardedwjth this application, which' have been 
explained to us by , and wey,Q.dertake 
to admit to election as future members only such persons as 
n;tay agree to the by-laws after we .have explained the by-laws 
to the;m. rpe qualification for membership shall be that laid 
~own in the py-Iaws now submitted. 

(6) We hereby declare thattbe information given in the 
forI;tlattached to this application is true and accurate, and 
we sign this applkation for registration in writing or by thumb 
mark after satisfying ourselves that it is true. 

(7) We propose to raise the capital of the Society as 
follows :-

(a) By borrowing from the 
Central Bank. 

tbrougla tbe ,'., ................................................... ; •.•• Circle Union. 

(b) By receiving deposits. 
(6) We agree to get our society affiliated to the 
. .Circle Un,ion and to abide by it~ by-laws which have 

been explain~d to us. 
O~ 

(8) We a~ee to get our Society affiliated to a Circle Union 
as soon as one is formed for the locality in which our Society is 
situated. 

(9) We unCJ.ertake to purchase on behalf of our Society one 
share of Rs. 10 of the Central Bank. . 

Dated the ________ I 91 . 

Name. ~esidence. Occu~atioo. 
Signature or thumb 

impression. 

-

'. -. -
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2. With ihe Memorandum of Associatjon must be sub
mitted ~he Statement of Assets !Uld 1--iabilities, the purpose ,of 
which is to giv~ the Central Ba~k and the Registrar a tolerably' 
correct idea ot the societyJ~ 'posit jon. It is the ,duty of the 
Central Bank, after full consideration of the j,nformation before 
it and after local enquiry, to fix a ma:J;~mum c,redit limit ~or~he 
society as a whole. The credit ~imit for each individual member 
must on no account be fixecl by the Central ~lt: that must 
from first to last be done by the society f,tselj. The rna~IIlul!l 
credit limit fixed for the l?ociety by the Central J3ank i~sub)ect 
to the Registrar's approval. It is not the Registrar's busi~ess 
to assess credit and his approval will g,eperally be given as a 
matter of course. But should a ~ety neglect tpe ord~rs 
passed upon audit notes the Registrar ,can. if he wishes to do 
so, exercise his power of reyision a~d reduce the maximum 
credit limit as a disciplinary measure: Provided Central ~ank~ 
do their duty and keep the societiei under them up to the 
mark, the Registrar will never have to use his s.pecial 
powers. 

In filling up this statement; the Registrar's ,Circula,r 
No. IV of 1912. which is given below should be kept in 
mind. 

The Registrar notes that when forwar4ing applications fo, 
registration the total assets given in column II of the $tatemen' 
of Assets and- Liabilities sometimes include the value of land. 
The value of land should be omitted from this column. All thae 
is required is t,he total of columns 8; 9 and 10; and as regards 
land, details of right, area and rent or revenue are t9 be enterel. 
up in column 7. 

In column 13 only such debts as are secured to the creditor 
by mortgage of land, house or i~oveableproperty are to be 
given; whereas in column IS, unsecured 4eb~s on personal' 
credit ~hould be given. . 

. The most difficult column to fill in is column 12. To arrive 
at a correct figure for this column, it must be remembered that 
out of the average gross income from land or other sources must 
be deducted' the rent of land,' necessary. houSehold. and other 
expenses (such as those ~ CQnp.e~tion with debts already 
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incurred), etc.:' etc. Only the net amounfwh\t.h the member 
. • 1 

can save in a fair average year out of the margiri.~of income left 
t,o, him should be shown. The column should, in fact, furnish 
a reliable estimate of the sum which the membe( can repay to 
th~ society annually from income without borrlJwing elsewhere 
to do sp. If a member cannot repay out of income but has to 
incur debts elsewhere in order to repay his loans"to the society, 
he cannot benefit himself and will inj:ure others by joining a co
operative credit society. The object of the society is to extricate 
its members from debt ; not to prop up hopel~ssly insolvent 
persons. 

3. With the Memorandum of Association ~nd the State
ment of Assets and Liabilities, the organizer must subinit the 
Articles of Associatio;n, or By-laws as they are called, which the 

. society proposes to 'adopt. It is of vital importance that the 
members should really understand the by-laws and some 
organizers give very scanty and insufficient teaching. 

4. With (a) th~ Memorandum of Associition, (b) the 
Statement of Assets and Liabilities and (c) the By-laws, the 
organizer submits a short report in the following form :-

REPORT OF THE ORGANIZER. 

A. q Ike pr%setl sociely ;s agr;tullural :

I. Name of the Malguzar 
2, Name of the Patwari 
3. What is the most important crop and are there any sources of 

irrigation? 
4. Post Office 

B. If Ike -sociely ;s i"tlus/t'ial :-

I. Whether raw material used by the members for their industry is 
purcbased generally for cash or on credit; if on credit, then, 
whether the prices paid are moderate or high? 

2. The nearest market where the finished product is sold? Has 
the finished product a good demand outside the locality? If 
so, where? .,' 

3. Do these people hand over finished products to their creditors . 
If so, do thej get a reasonable price for them? 

• 
Gelferal Remarks. 
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l'ANCHAYAT PROVISIONALLY ELECTED. 

J. Sirpancb 
2, Secretary 

_________ (jrgflnj~~r. 

Daled ___ ---'_----

RECOMMENDATION OF THE CIRCLE UNION TO WHICH TH:$
SOCIETy'IS TO BE AFFILIATED. 

- - -

Secretary of the Circle Union. 
Datu/-_________ _ 

ENDORSEMENT OF THE CENTRAL BANK. 

Hony. Secy., Central Bank, L,td. 
Daletl ________ _ 

ENDORSEMENT OF THE DEPUTY COMMISSIONER. 

Deputy Commissioner. 
Dahd __________ _ 

5. The documents enumerated ab.ove are prepared .in 
triplicate; two sets are submitted to the Registrar, through 
(i) the Secretary of the Circle Union, (ii) the Honorary Secretary 
of the Central Bank, and (iii) 'the Deputy Commissioner of the 
district; the third set is for record in the Central Bank. Every 
society has its complete file, and individual files are maintained" 
for each registered ~ociety (a) in the Registrar's office, ~d 
(b) (for credit societies) in the Central Bank. Special record 
c~rds are kept for each Central Bank and for each credit soci~ty 
in the office of the Provincial Bank. 

6 .. On receipt of the application, the Registrar, if he acceRts-
it, grants a Certificate of Registration. . 
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Wi~h the Ce~tj:G.cate of Regis~ration, tJle Registrar returns 
one copy of the by-laws duly certified under his sjgnature. 

~ 7· After registration, the Central Bank, on behalf of the 
t~ntral Provinces Federation of Co-operative Ban~s, supplies 
the society with the following books and registers :-

(1) Proceedings Book or Minute Book. 
(2) Cash Book. 
b) Ledger of Loa,ns. 
(4) Ledger of Deposits. 
(5) Register of Members. 
(6) Inspection Note Book~ 
{7)' Receipt Book. , 
(8) Pass Books; /one'for the SOCiety in account with the 

Central Bank, and one .each for the individual 
!p-enlbers in account with the society. 

(9}.~ile N"0' I. 
(fo) File No. II. 
(II) Voucher Books. 

Ort ea,cb, l;>ook, a label with the title of the book and the 
name of the society must be ,affixed. The pages of all books 
are to be numbered consecutively before being brought into 
use. 

8. The first, book which the society has to write up after 
registration is the Register of Members in the form given 
below:-

MEMBERS' REGISTER . 

1 .~ ..a.: au a =..a 
"" ""'S .. - II 

Jiallle and father's d - l3 a Date of cessation oi '0 name. u ,2 :!'S of membership. c .. . .. c' =..0: 
~ "" "" -.. oi ';j = II 0 .... 

t! -,. 
~S .. ... II .... 

0 < g: 0 Q :n . 
I~ 

1--""-
I 3 4 5 6 7 8 

9. Under by-law 2 (2) of the society an entrance fee of 
annas eight and the Federation SUbscription of Re. I per member . 
must be collecte,d immediately after registration. Under sec
tion 12 of Act II of 1912,' no me~ber can e:x:ercise his rights as 



such (e.g .• J;le cannot be given a loan) until he has paid thes~ 
dues. Central ;Banks do not give nearly enough attention to 
the requirements of the law in this matter which is important 
throughout the life of a society. !' 

10. When the entrance fees or Federation sut;,scriptions 
are collected, entries are, of course. to· be made in the Cash
Book. The Cash Book maintained by primary societies is. on 
the mahajani system. No columns are prescribed. Each page 
should be cleanly folded exactly in th.e middle; the left hand 
half is for receipts. tile right hand for disbursements. A fresh 
page must be started for each date on which transactions occur. 

II. Entrance fees represent gain and are carried to the 
profit and loss account at the time of closi,og. The Federation 
subscriptions represent neither gain nor loss.' for the society 
merely acts as a -collecting agency on behalf of the Central 
Provinces Federation of Co-op~rative Banks and pays in 
amounts· received on this account to the Centr<.LI Bank which 
again is the treasurer and agent of the Central Provjnces. 
Federation. 

In respect of the- collection of both ~ entrance fees and. 
Federation subscriptions. the personal accounts of the individual 
members making payment should not be credited unless they 
have already been formally debited. Personal . accounts shoulcf; 
not be touched unless a 'transaction creates or extinguishes a 
liability i1~ full or in part. These collections are. the~efore. to 
be credited to the It Entrance fees a/c II and It Fed.eratjon 
subscription alc .. respectively. 

I2. In approaching its Centr~l ;Bank with a request for 
a loan. the credit society observes the followip.g procedure. 
The members of the society. in general JIlceting, fix the borrowing 
limit for every individuaJ member. This limit must be reviseq. 
at least o~e a year and may be revised ~s often as is necessary 
in a general pleeting of members. Ip. fl.xing a credit lim~t. 
I1lemb~rs are ~id~d partly by the haisiyat. * or the .. worth .~ 
of the. ifi(;li~dua1, ~nd partly by his personaJ credit, which is· 

. • Primary Societies hav'e the necessary iocal knowledge and are aware of the value ot" 
worthlessness of the entries in the Haisiyat Register. Cen.tral ~anks have not the neceS. 
sary knowledge. 
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based not so much on real assets as upon considerations of 
character, honesty, and ability to earn and pay. _ The purpose 
of co-operative credit, it must be remembered, is the pledge 
Qf honesty. Societi,es must be carefully taught to conside~ 
particularly (1) their probable requirements for the year ahead, 
(2) the purposes for which loans are wanted, (3) the productive 
or unproductive, necessa~y or unne~essary nature of the 
expenditure contemplated, (4) the behaviour and reputation of 
each member, (5) the period for which the loan will be required, 
and (6) the state of the society's account with the Central Bank. 
Credit limits having been fixed for individual members, the 
total of such credits represents th.e borrowing limits fixed by 
the society for-itself. In this way, unlimited liability can be 
.converted by a society into a liability restncted by its own 
-control. A prudent society will, as a rule, add to the total 'of the 
individual credits a small margin for unforeseen expenditure; but 
-every society must, of course, keep within the maximum limit 
fixed by the Registrar or the lesser limit fixed by the Central 
Bank (see par~graPh 2 above). A copy of the society's 
proceedings fixing credit limits for its individual members and 
for itself must be forwarded without delay to the Central Bank. 
It is then the duty of the Central Bank to consider the society's 
proceedings and to determine upon the merits whether to pass the 
entire credit asked for or not. It is not the duty of the Central 
Bank, however, to deal with the' individual members of the 
society but only with each- society as a whole. The Central 
Bank, therefore, will not attempt to cut down or augment 
credits - fixed by the society for its individual members. If 
revision of detail is necessary, the work must be done by the 
-society itself, the Central Bank merely pointing out any item 
to which it takes objection and giving full reasons in support, 
with a view to the better instruction of the societies for the 
training and teaching of which it is responsible. It is important 
to note that the individual credits sanctioned by a society must 
be placed on record in the office of the Central Bank where they 
are required for future reference. When the business of credit 
fixation has been finally settled, the Central Bank must inform 
the society of the amount up to which its drawings will be met. 
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13. Societies are not all on the same level of co-operative 
efficiency. In the early stages of a society's career, it-~ay be 
absolutely necessary for the Central Bank to protect the weaker 
members against the' influence of one or two of the. stronger 
members. It is always the duty of. the Central Bank to guard 
against the abuse .of credit and, at first, interference in detail 
may be unavoidable. Remembering, however, that self-help 
is tlie goal which Co-operation aims at, a good Central Bank 
will always be at pains to develop by every means in~its power 
the capacity of the societies under it for their own self-govern
ment and self-management. It is only when primary societies 
have been thoroughly well instructed and have gained practical 
experience that they are fit for the next step in development, 
viz., their grouping into Circle Unions. Where a Union already' 
exists, it should be made the medium for propagandist work 
within .the area of its operations and all new societies should be 
affiliated to it, it being the duty of the Union to give the neces
sary supervision and training to new societies within its sphere 
of influence. . Unless, however, societies are included in Circle 
Unions, it is not safe to allow them to make use of the voucher 
system. Arrangements to pay money into and to take 
money from the Central Bank will, therefore, have to remain 
a matter for mutual agreement in the case of societies 
which are not affiliated to a Circle Union. Thus, the Central 
Bank will after sanctioning the credit limit •. leaye the society 
itself to carry out the actual distribution and collection .of its 
loans. 

14. Where a Union of primary societies exists, the Central 
Bank will.- so far as possible, deal with the Union as a whole 
and not with the individual primary societies which are the 
members of the Union. The procedure to be followed after the 
Central Bank has sanctioned the credit limit for a Circle Union 
is laid down in by-law 25 of the by-laws for the Circle Union 
of Primary Co-operative Credit Societies. It is most important 
that individual members of the primary societies should be 
told that vouchers presented by them will not be cashed at the 
office of the Central Bank except when acc~mpanled by the 
pass book belonging to the individual member presenting his 
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voucher for encashment. It is the business' of the clerk or the 
accountant in the C~ntral Bank o~ce to refer to the papers 
which deal in detail with th~ credits. granted by the primary 
society to its individual members, by the Circle Union to the 
primary society, and by the Central Bank to the Circle Union, 
and to see that the demand made is within the limits sanctioned 
"to' the iIidividual member, the primary society, and the Circle 
Union. 'These If credit lists" are submitted by the pri~ary 
societies to the Union, and are passed on by the Union to the 
Central Bank in support of its own demand for credit. It is, 
Qf course, the duty of' the Central Bank to work within the 
maximum limits fixed by the Registrar for Unions and for 
individual societies. It must be explained here that although 
vouchers can be 'sent to Unions for distribution to primary 
societies to the full extent of the credit sanctioned :for the Union 
as a whole, this does not do away with the obligation w'hich the 
individual societies are under to granf loans to their members 
for approved purposes only, each request for a specific loan 
being considered by the society and granted or rej ected irres
pective of'the credit limits sanctioned in favour of the individual 
member .• Neither the Central Bank nor the Union will, how
ever, interfere in detail with' applications made by individual 
members to their societies for (a) credit, and' ('b) -loans within 
this credit. Once the Union has passed and guaranteed the 
credits asked for by its constituent societies, it stands on one 
side and merely transmits to each society the vouchers received 
from the Central Bank. The Panchayats of the societies 
distribute the vouchers, as occasion may arise, in response to 
the needs of the individual members. 

FRONT ot VOUCHER. 
No. __________ Dated ______ I 9'--__ _ 

We, the, ____________ Co-opeI'ative Society 
Registered No. District _________ _ 
promise to pay to the Central Bank, Limited, at _____ _ 
the sum of Rs. with' interest at ______ _ 
per cent. per annum, with yearly rests value received __ _ 

Secretary. 
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REVERSE or VOUCHER. 
_________ -____ Circle Union Registered 

No. ________ District. ___ -'--___ .:-.. __ _ 

guarantees this loan. 
The amount of this voucher may be paid to' ____ _ 

_____ .-..:... ______ Co-operative Society Registered 
No. DistrictL.. ___________ , I sign for 

and on behalf of the said Union. 

Union Secretary. 

15. The grant of blank cheques to societies has been 
attempted by some Central Banks but without much success. 
In the first place. the cheque is a document which is dangerous 
in the hands of a dishonest man. In the second place, very 
few societies are advanced enough to make use of blank cheques 
which have to be filled in. In the third place, t~e control of 
credit afforded by the Use of cheques is incomplete and un
satisfactory. The grant of a cheque bOOK pre-supposes that 
the officers of the p~ society are not likely to abuse their 

. powers. In the fourth place. it is possible to teach even illiterate 
people the enct value of specially designed and coloUred 
vouchers. whereas it is extremely difficult to teach them the 
proper use of cheques. Fifthly, it will be seen that the procedure 
laid down in respect of the voucher system simply amounts to 

. tlie issue of vouchers instead of actual cash. The advantages 
to_ be gained by the voucher ~ystem are (a) that the grant of 
credit is kept under complete control, and (b) that the disburse
ment of cash can be made to suit the tiIile and convenience of 
the individual members of the- primary' societies. 

16. The adoption of the voucher system necessitates tlie 
keeping of cash in hand by Central Banks with which to honour 
vouchers on presentation. A systematic Central Bank will 
guard against any failure to cash vouchers on presentation by 
fixing definite dates within which members of particular socie
ties are expected to draw their money from the Central_Bank 
It is nof necessary to lay down a hard-and-fast rule that no 
voucher shall be cashed: unless it is' presented withm the period
specified. Societies should, however, be brought on' tC) a roster, 
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and members s~ould be informed that unless they present 
vouchers wit:pin the time allotted to their society, they may be 
kept waiting for payment. Central Banks by taking a little 
thought and care can easily work the voucner system without 
any dislocation of business; 

17. It is customary to authenticate payments made to 
individual members by their signatures or thumb impressions 
entered in the society's Cash Book opposite the entry regarding 
the loan advanced. The instalments fixed for repayment are 
also entered in the Cash Book opposite the entry of disburs~
ment. 

_ Pass books are issued to societies and to individual members 
of societies. 

It is most important that the societies and members should 
be taught to produce their pass books whenever business is to bf} 
transacted, and that every effort should be made-to keep the 
pass books up-to-date in respect of the information which they 
contain. The pass book is intended to furnish an authenticated 
copy of its owner's account as that account stands in the ledger 
of· the Bank or of the society as the c~se may be. Inspecting. 
officers should always question members closely in order to 
ascertain wh ether they know how their accounts stand. Every 
Secretary of a society i~ expected to be master of the contents 
of the society'.s pass book, and every member of a society is 
expected to understand how his account actually stands. 
Members are also expected to display an intimate acquaintance' 

'with the state of each other's accounts, thus showing whether 
the mutual control of credit is real or not. 

18. As regards payrpents to Central Banks by societies 
affiliated to Unions, a reference is invited to by-law 25. of the 
by-laws for Circle Unions. It is important that Central Banks 
should give facilities to the members of societies to make 
repayments whenever they happen to have money in hand. 
It is equitable that a man should be called on to discharge his 
d~bt as soon as he is in a po~ition to do so. The procedure 
laid down for repayment in the by-law, just referred to, is equally 
applicable to societies which are not enrolled in membef:ship 
of Circle Unions. When repayments ale made, they are as a 
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rule tendered in. the office of the Central Bank, and a careful 
system of check is employed in order to make sure that credit 
is given in full for all payments. As soon· as a member comes 
to the Central Bank office with his money and his pass book, 
the accountant. in the Central Bank prepares a challan in trip"" 
licate and sends the member with the challan to the Bank's 
Treasurer. lhe Treasurer receives the money from the member 
for credit of the Bank, keeps one· copy of the challan; and 
returns the other two duly signed. The second copy· of the 
challan is the hand receipt. The third challan is brought 
back to the Central Bank office by the member where •. in 
return, . he gets his own pass book; and that of his society 
written up. . 

The following are the book entries in respect of the transac.
tions completed in the course of the procedure explained 
above:- # ... 

(I) When· loans are taken by a socjety, they are entered 
on the receipt side of the Cash Book and the loan account of 
the Central Bank. or if the society is affiliated to a Circle Union, 
the loan account of the~Circle Union is credited With the 
amount. 

(2) When loans are distributed to individual members. 
entries are made on the disbursement side of the. C~sh Book 
and the individual borrowing members' personal accounts are 
debited. 

(3) When loans are repaid by individual members. they 
are entered on the receipt side of the Cash Book and the indivi., 
dual members' personal accounts are credited. 

(4) When repayments are made to the Central Bank. they 
are entered on the disbursements side of ihe Cash Book and die 
loan account of the Central Bank or of the Circle Union as . the 
case may be is debited. 

1:9. Interest is charged by Central Banks at the rate of 9% 
. per annum to the primary societies; the Circle Unions merely act 
as guaranteeing and assessing or, perhaps, as distributing agencies; 
and the societies lend at 12% to their individual members. 
Interest on all loans runs fr~m the date on which the money 

CS 27 
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leaves the creditor's hands to the date on which he receives 
it. back, irrespective of the dates on which the debtor actually 
receives or repays It; the interest for periods of transit is paid 
by the debtor. Thus, interest on loans from Central Banks 
runs from the date on which the Banks disburse the money. 
If a society does not distribute money to its members promptly. 
it has to bear the loss. Members only pay interest on their 
loans from the date on which the money is actually received 
by them. The payment. and appropriation of interest have 
been the subjects of much discussion. Some co-operative 
bankers advocate the katmiti or daily balance system; others 
favour the rule that whenever payments are made, appropria
tion is first to be made towards interest due, the balance going 
to principal; some maintain that interest up to date, whether 
due or not due should be deducted from each repayment; others 
urge that interest should be collected on the· date of the 
promised instalments only; a few go still further and plead 
that interest should be collected only on the promised instal
ments, on the date on which the instalments fall due, and 
not on the whole amount of the loan; and yet others urge 
its capitalisation every year on the 30th June whether due 
or not. 

The main points are that annual interest should be charged, 
that what is intended to be simple should not be turned into 
compound interest. and that the system should work equitably 
for borrower and lender alike. 

The introduction of the system of Circle Unions of Primary 
Societies necessitates the adoption of one uniform procedure. 
and the katmiti or daily balance system is alone suitable. It is, 
therefore, necessary to lay down that all payments(a) by members 
to a society, (b) by a society to a Circle Union or Central 
Bank, (c) by a Circle Union to a Central Bank, and (d) by a 
Central Bank to the Provincial B.ank are to be credited to 
principal throughout the year, interest calculated on the Uaily 
balances being debited to the loan account once a year on the 
30th June. 

The following is an example of interest calculation on the 
katmiti, or daily balance system;-
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CENTRAL BANK LOAN ACCOUNT. 

MODth.1 Date. Particulam. Dr. Cr. Balance. I Days. Product. 

1916- Rs. A. P. Rs. A. P. Rs. A. 1'., 
March I -By cash .. 1.000 00 1,006 o 0 61 61.000 

April 30 By cash .. 3.000 00 4.000 0 6 31. 124.000 

May 3 1 To cash 500 00 .. 
3.500 0 0 IS 52 .500 

June IS To cash 1.000 00 .. 2.500 0 0 IS 37.500 
---

JUDe 30 By interest .. 67 12 II 2.567 I2 II .. 275.000 

----
JUDe 30 By balance .. 

brought down. 
I .. 
I 

3.567 12 II .. .. 

. 
On the 30th June, the total of the products is taken, and 

interest is then very easily calculated by reference to the. book 
of Interest Tables supplied by the Central Provinces Federation. 
in vernacular, to all Central Banks for use by their Accountants 
and Society Moharrirs. The rule is :-

Products x rate of interest 
Interest 

36,500 
In ~he above instance, interest on the '30th June at 9% 

amounts to 27;';:9 = R;>. 67-12-II. By crediting this to the 
loan account on the 30th June, the credit balance is increased 
by that amount. A very important question, then. is " has this 
amount been paid in cash?" Looking at the payments made, 
viz., Rs. 1,500 during the year, we find that they are far in 
excess of the amount of interest. The adjusted position, there
fore, is as under :-

Interest paid 
Principal paid 

TOTAL 

Rs. A. P. 

67 12 II 
1,432 3 I 

1,500 0 0 

It will be seen that by this method, the b~ITower gets 
interest on all payments made by him during the year up to 
30th June; whereas, if interest had been appropriated during 
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the year, out of'payments made during the year, he would have 
lost interest on tb:ose payments. 

20. Societies accept deposits from their own members· 
and will, when sufficiently advance~, accept them from non
members also. Primary societies'- pay 9% per annum 'on 
deposits. When a deposit is received, it is shown as a receipt 
in the Cash Book and the depositor's personal account is credited. 
Members' personal deposit accounts must be maintained in a 
separate ledger which is called the Ledger of Deposits, and 
deposit entries should, on no account, be made in the members" 
loan account maintained in the Ledger of Loans.' At the same
time the Society Moharrir, if the deposit is made in the village, or 
the Bank Clerk, if it is made in the Bank for the credit of the 
society's account, must write up the deposit account on the 
left hand side of the member's pass book. When a deposit is 
withdrawn, it is shown as a payment in the Cash Book, and the 
depositor's personal account in the Ledger of Deposits and 
in the pass book is debited. Wheh interest is compounded 
on a deposit account, it is shown as a payment in the Cash Book 
on account of interest and as -a loss in the interest account; 
again, it is treated as a receipt and shown as a fresh. 
deposit received in the member's account in the Ledger of 

. Deposits and the pass book. When interest is paid in cash .. 
it is shown as a payment in the Cash Book and debited to interest 
account, no entries being made in the member's deposit account. 
Deposits carry interest and they must not lie idle as cash in 
hand with the society. The money should either be lent out 
immediately to members or be paid to the Central Bank thus. 
reducing the debt to the Central Bank by a corresponding amount. 

21. Every society has to purchase a share in the Central 
Bank to which it is affiliated. This share is, as a general rule,. 
paid for out of profits. But. the society has no profits on the 
day on which it is registered; The value of the share can. 
therefore, be shown as a loan ftom the Central Bank by crediting 
the Central Bank's Joan ac<?ount and by opening and debiting 
a separate account for the share. This share represents aa 
investment and is therefore' a real account, showing an asse~. 

When at the close of the year, the Profit and Loss account is-
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calculated the full value of the share is entered as paid up. 
debiting the Central Bank's loan account and crediting -Cash. 
The Profit and Loss acco~nt is not charged with the value of tp'~ 
share and the net profit is not reduced, pecause by investing 
the profit in the purchase of a share, no loss is sustai:J1ed. One 
kind of asset has become another kind of' asset ; cash (which 
is an asset) being reduced, and a' new asset (in the shape of a: 
share) being created. 

By-law 2 (4) for primary societies lays down tha,t every 
borrowing member must purchase a share of Rs. 5 if!. th~ Central 
Bank for every Rs. 50 or part pf Rs. 50 which he may owetQ 
his society. The value of this s;lass.of sp'ares, if not pa~din cash 
at the time of purchase, is debited by the Centr'l-l l3an~ to ,the 
society's loan accouJlt, and by the society, 4t its tq.rn, to·tl;l~ 
individual member's loan a,~counts, entries being mfl.q.e in th,e 
Cash Book both on the receiptsan4 disbursemeIl-ts side, in the 
pass books of the members, and in the pass book of th~ society. 
The value thus becomes part of the ordinary loan, and as r~payT 
ments are made the loan accouilt of the membeT,is~r~4ited~ 
and that of the Central Bank debited. 

22. The admission of new members can only be ,~ade in' 
accordance with the by-laws. A formal resoJutjop. /llust be 
recorded in the Society's Proceedings :Book, th.~ ~eIPr1?er~nqst 
sign his name (or affix his thumh-mark) in the Register of 
Members, and he must pay his entrance fee and ;Federa,tioQ. 
subscription. Until all this has .been done, /llembership is ,nqt 
complete, and no loans can. be legally marie except to a, fully 
fledged member. * A statement of the PeW mem.ber's ,assetsan<l 
liabilities must then be sent to the Central ~ank together :with 
.a copy of the society's 1"esol~tion granting him admi~siop. 
The society must then fix the new mem'Qer's credit 'limit .and 
inform the Circle Union and the Central Bapk Should an -' ,'. " 

increase in the society's credit limit be necessitated by new 
admissions, the society must apply, in the. usual way, to tij,e 
Central Bank through the Circle Union (if there is ope), Or 
directly if there is no Circle. Union . 

• Vidll Section I2 of t.he Act. 
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23. Members may withdraw from the societ'y if they'have 
paid up all their dqes to the soci.t;ty ; not otherwise. A member 
wishing to withdraw shou~d first settle his loan account with 
interest thereon up to date, pay up the full value of the share
or shares he may hold in the Central Bank, and settle his other 
liabilities, ~.g., that for the Federation subscription. His. 
deposits will then be paid by ,the society with interest up to 
date or be deducted from the net .amount payable by him to 
the society. Under Section 20 of the Act the society has a 
charge upon the shares and deposits of members and past 
members. A resolution should then be recorded in the 
Proceedings Book approving of the withdra wal,.and a copy sent 
to the Circle Union and Central Bank. Columns 9 and 10 of the 
Register of Members should also be, filled in, making reference 
to the resolution approving of withdrawal in column No. 10~ 

The member should be given clearly to ,understand (if he does. 
not know it already), that he will continue to 'De liable for a 
period of two years for the debts of the society as they stood 
on the day of his withdrawal. . 

,24. On the death of members, immediate steps should 
,be taken to get the successors to their estates el1rolled in mem
bership provided they are eligible, and to transfer to them the
accounts of the deceased. Minor sons of a deceased member can , -
be admitted if represented by a guardian. A resolution should 
be recorded in the Proceedings Book admitting the successor or 
successors of the deceased. Columns 9 and 10 of the Register 
of Members must be filled iIi, and the fact of death recorded' 
against the deceased member's name. The name of the succes
sor or successors must be entered and signatures or thumb
impressions taken. No entrance fee will be charged to suc
cessQrs in interest. If. however, the successors of the deceased 
member are unwilling to join the . society or if the society does 

" \) 
not want to admit them, steps must be taken to recover the 
amount due by the deceased'member. A deceased member's 
property is liable for his debts to the society for a period of one' 
year after death (see Section 24 of the Act). But if this
property has passed into the hands of a non-member recovery 
will have to pe by_means .of regular suit. 
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25. If 'i} ~ember is expelled for bad conduct or for any 

other reason' ,in accordance with the by-laws, he Ip.ust forthwith 
discharge aU:his liabilities to the society. A resolution must 
be recorded in the Proceedings Book of the Society giving the 
reasons for the member's expulsion and entries should be made 
in columns 9.and 10 of the Register of Members. In this case 
the Registraf can be asked to grant an award against the 
member if he. is not willing to pay. Even after expulsion, a 
past member-is liable for the debts of the society, ,as they 
stood on th~ date of his eXP'!llsion, for a peri04 of two 
years. .., 

26. Seri9us disputes between members and the society, 
or betwee~ th~'Soclety and the Circle Union or the Central Bank, 
or between the Circle Union and the Central Bank, may, if 
they cannot b'e amicably settled, be referred to the Registrar for 
decision. The Registrar will, however, not treat such ref~rences 
as a matter of course; he may, in fact, refuse his assistance in 
cases in which a needless reference has been made. The 
Registrar's decision is final and binding on all parties., When 
a request for· an award is to be made, an application stating 
the facts of 'the case, together with a copy of the account of • the party against whom the award is sought, should be sent to 
the Registrar through the Central Bank. The Registrar fixes 
a date for hearing and issues notices to the parties concerned to 
appear before him. Should they fail to appear, the Registrar 
proceeds to decide the dispute. ' 

Awards must be filed in the nearest civil COUN having 
jurisdiction by the Sirpanch or Secretary of the society or by 
some other thember duly authorised by formal resolution of 
the society (see By-law 20 of the by-laws for primary societies). 
The civil court is asked to issue a decree in t.erms of the award, 

• and the necessary process fees, etc., must be paid. What is 
avoided is the expense and delay of a contested suit, and, 
perhaps, the further expense and delay of an appeal. The 
award procedure is, however, not intended as a means by 

-which bad and reckless societies may avoid the inevitable 
consequences of lending money to members unworthy of 
credit. 



424 ACCOUNTS AND PROCEDURE. 

It must be understood that the Registrar does~.iiot entertain 
applications made by a society for awards againstlJfs individual 
defaulting members; unlesS' the society has bee~punctual in 
its payments to the Central Bank. Joint respo~~ibility must 
be enforced; and if, when money is due to the ~~ntral Bank, 
some members fail to pay their dues to the societjr. it is for the 
oth~ members to see fhat the society, as a wll?ie, keeps its 
promises and preserves its good name. Mutual: discipline is 
what is wanted. ~. 

27. Every society must maintain a HaisiY'it Register in 
the standard form prescribed by the Registrar .• It should be 
filled in by the Annual General Meeting -of m~mbers. The .. (-
entries .concerrung each member are to be discuss~d and passed 
b j the General Meeting, and every member has' to sign or 
affix his thumb mark against the entries concerning him in 
token of correctness. •. 

The Haisiyat Register is a private and con.fi~{mtial record, 
and it cannot be produced in a civil court or be:inspected' by 
any officer of Government without the express. permission of 
the Registrar. This is because under an implled pledge of 
secrecy correct information is furnished by mem~ers to their 
bankers (i.e., their societies); and it is again:;t the public 
interest that any use should be made of such information for 
any purpose not directly' connected with the business of the 
society. 

The Haisiyat Register is at best a rough and inaccurate 
statement of the society's assets and liabilities, and its true 
purpose is to furnish an index of progress for thl society as a 
whole and for the individual members. The Registrar has on 
many occasions pointed out the extreme danget involved in 
the use of the Haisiyat Register as a guide to, credit. There is ,.. 
no safe substitute for that intif}ate local and personal knowledge 
which is indispensable to the accurate assessment. of personal 
credit. The society alone can assess the credit of lts individual 
members; any other agency must err and be too liberal or too 
parsimonious. But the Haisiyat Register is, for administrative 
and educative reasons, a record of great value, and particular 

. ~ 

-attention should be given to its regular and accur~te upkeep. 
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NOTE.-Tbis form is to be filled up by the Secretary of the Society or by a Federation servant, or Director of the Central Bank on the 30th June each year. 

are correct ani\:the entries are to be discussed and passed by the members of the Society in general meeting. 
Every member is to sign entries concerning him in token Ihat they 
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28.. The following form of mortgage deed is presc~bed 
by the Central Provinces Federation and approvedby~ the 
Registrar for general use:-

Mortgage Deed. 

The mortgagee Sirpanch of the village co-oper:;ltive qedit 
society, unlimited, No: __ of 19I.~ .. ~mouza,_,~ .. ..",. ... ~. ~_~"-'-_ 
Circle No. __ Pargana • TahsjJ._~_----:..~-
District, __ ..o.-_--:-___ .,.--,-_____ ~_:_'_-~_-'--_ 

The Mortgagor __ ~---=..:...--_:_:_-"-'--'-'-:-~---'-· , sQn' (If 
_'--___ ~------. caste,_---__ ~___.,..._:_·. age 
______ • ___ 1. occupatiqn. " 

Whereas I have this day borrowed from thea~presaid so~i~ty 
the sum of Rs. (Rupees ---___ :.......,--7..,....,.,....,.-

-. ____ . ___ ). I agree to repay the same as follows :-

DETAILS OF REPAYMENT. 

Date, Month, and Year . Principal. Interest. Total •. .. 

I 
Interest at rupee one per cent. per mensem, i.e., 12 per .cent. 

per annum will be paid on the amount borr.owed. Tlle socjety 
,yill have the right to appropriate the repayment first to;nterest 
due. All repayments made by me shall be entered in .my pass 
book and I shall not be. entitled to' credit fof any pa.yment not 
entered in my pass book. As a security for the aforesaid .'Ioan, 
I hereby mortgage my property described below to the said 
society, and agree that the said property will not be mortgaged, 
gifted, sold or otherwise transferred till the . liquidation of the 
aforesaid debt in full. I hereby guarantee that the mortgaged 
property is not mortgaged, gifted, leased or sold to ariy~ody. 

I 
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If it' be found that the mortgaged property is transferred to 
anybody else I may be held guilty under the law. In the event 
of my failure to repay the amount borrowed with interest at the 
stipulated time, or in the event of my being found guilty of 
breach of any rules or by-laws of the soCiety, or in the event 
of my leaving the society or bejng expelled therefrom, the . 
. society will 1).ave the right to recover the whole amount with 
interest at once. It is stipulated that the rules and regulations 
of the society that are in force at present, or that may hereafter 
come into force, will govern this mortgage deed. The society 
shall have the right to recover the amount due by me with 
interest by auctioning the mortgaged property and should there 
be a deficit, I hereby agree to make good such deficit with 
interest thereon, personally or from my other property. 

We (sureties} ________________ _ 

of _____________ Tahsi ... 1 _______ _ 

District do stand surety and stipulate 
that in the event of the debtor's failing to repay the aforesaid 
loan we undertake to repay the same personally and out of 
our property. It is further agreed that in the event of there 
being a default in the payment of instalments as detailed above 
and if there arises any dispute between us and the society, 
we agree to and hereby appoint ~he Registrar, Co-operative 
Societies, Central Province~and Berar, an arbitrator and agre~ 
to abide by his decision in the matter, and his decision will be 
treated as an award and the society will have the right to get 
a decree from the Civil Court in the terms of the award and 
recover the decretal amount. 

Executed this, ______ day of __ _ 
in the year ___________ with full knowledge 

and understanding. 

Details of mortgaged property. 
1. _________ Witness. 2. _____ _ 
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Mortgages of transferable rights in land are extr~mely 

useful provided they are in favour of the society and not of the
Central Bank. A Bank saddled with the possession of land.is, 
almost invariably, a Bank saddled with loss. P~ragraphs 66~ 
67,68 and 69 of the Report of the Committee on Co-operation 
in India arc given below:-

66. It will be convenient for us here to explain briefly the attitude ot 
co-operative institutions towards real security. It is 

c!.~~~ti::Sc!:~J:s. 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. Theidea of personal 
security, however, implies the power of a member to repa.y, and this in its 
turn depends on his capacity as a worker, his honesty of character, and the 
amount of his property. A Co-operative Society differs from an ordinary' 
money-lender in that it takes cognizance of all three factors, while the latter 
looks at the last only. There is nothing unco-operative in the hypothecation 
of immovable property, so long as it is recognized that personal sec1.J!ity 
must be given and that the borrower's property is only a $econdary or collateral 
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; and we think that 
the existence of a pledge or mortgage should not absolve societies from taking
sureties also or from proceeding, in case of default, against the sureties before
taking action against the property. 

67. Movable property, such as cattle or carts. is somet4nes taken as: 
security, and it may incidentally be noted that as the· 

H~:::;:~~.f mov- system of cattle insurance extends, the value of 
cattle as security will be enhanced. There are cases 

where other kinds of' movable property are accepted, but the practice ot 
hypothecating this class of property is uncommon. With regard to the 
hypothecation of shares we would wish to remark that we consider it undesirable 
that any society should permit its members to hypothecate their shares in the 
society as security for loans, because in such cases the society can only enforce 
the security by diminishing its II owned" capital and thereby reducing its 
general credit and the security of creditors. 

68. As noted above, the mortgage of land should only be regard~d as a. 
form of collateral security in addition to sureties. In-

Mortgage of Land. some provinces more general use has been made of 
mortgages than in others and in our opinion they have 

been more freely employed than is necessary. Though the practice, as we 
have said, is not in essence unco-operative and is in fact growing more common 
in Germany, it should be resorted to sparingly. It is justified in cases where 
land has been redeemed with the money advanced, as the new mortgage simply 
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takes the place of th,e old one, and also in cases of large or long-term loans 
where th,ere is some risk in relying only on the personal element. In view of 
the unlimited liability of ' the members; a borrower's landed property is indeed 
always liable to sale in order to make good any default, and the main object 
'Of taking a formal mortgage is to prevent the alienation of the property to 
-outside parties. We have found cases in which mortgages of the whole of' 
their 'and. have been made by the members of societies to societies' and by 
whole societies to unions-especially in tracts newly colonized or irrigated
in order toprotect the society from alienation to outsiders. The object of the 
societies in such cases is ordinarily to bind allthe members together in a single 
self-contained body of borrowers and the motive is a high sense of co-operative 
-unity. So long as the practice remains entirely voluntary we see no objection 
,to its adoption from the point of view of co-operative organization. Mortgages 
as a rule should be without possession, as this forms a sufficiently unimpeach-' 
able security, and societies are by their nature unfitted to manage land cor-
porately. In some places societies take a mortgage with possession, and relet 
tne land to the ~ortgagor for an annual sum covering the instalment of the 
loan and the Covernment land revenue demand; but this method seems to us 
to be cumbrous and to be unnecessary, unless it is done as part of a scheme 
for the co-operative management of land. 

69· Owing to the laws prevalent in certain, tracts for the protection of the 
peasantry, it is not always possible for a Co-operative 

Concession in cases where S . t t bt' l'd rt h' h . alienation is forbidden. oCle y 0 0 am a va I mo gage on w IC It can· 
• sue for sale. The society has ordinarily in Bombay, 

Berar, Madras, Coorg, Burma, Assam, Ajmer. and the Punjab to deal with the 
$mall occupant or landholder: while in Bengal, Billar and Orissa, the Central 
Provinces and United Provinces its main constituents are tenants with a more 
-or leSS secure right of occupancy. In the first five of the ,Provinces above
named there is usually (putting aside special cases and special tracts) no 
,-difficulty in obtaining a valid mortgage and suing for sale in default of 
payment. and in certain cases in Coorg and Burma a Co-operativc Society is 
by a special order enabled to obtain a mortgage on land. In Ajmer 
a mortgage without posse!:>sion can be obtained but, as sale in execution is 
forbidden, the only remedy in default is for the society to be placed in possession 
for a term of years; and the same would appear to hold good as regards the 
land of a member of an agricultural tribe in the Punjab. It is, however, with 
regard to occupancy tenants that the difficulties regarding this form of security 
.are most keenly felt. In the Agra Provinc~ an occupancy tenant car.. mortgage 
to co-sharers only: in the Central Provinces a mortgage by an occupancy 01' 

;ordinary tenant in favour of a society can be voided at the instance of the heir 
O()l' co-sharer and no decree can be passed, for the sale in execution of a right of 
·occupancy or of ordinary tenant rights: while in Bengal and Billar a society 
-can only obtain a valid mortgage from an occupancy tenant in cases where a 
{;ustom can be proved establishing the tenant's right to mortgage, and a custom 
allowing such a right in the absence of the landlord's consent is said to be very 
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difficult to prove. It has been represented to us that in the case of occupancy 
tenants a society should be specially entitled to obtain a mortgage and (subject 
to certain safeguards in respect of the sub-division of holdings and the right of 
the landlord to object to the transferee) to bring the land to sale in execution. 
It is contended that the restrictions which are intended to guard against 
rapacious money-lenders are out of pla~e when the mortgagee is a benevolent 
co-operative society, and .that in any case the power of sale woUld only be
exercised in rare and extreme instances. It is further urged that, as a society 
has under the law a prior claim on crops grown with the aid of a loan given for 
seed or manure, there can be no objection in principle to its having a lien on. 
land, at any rate in respect 0.£ land freed from enclllilbrance by loans made 
for the repayment of old debts. The question is, of course, one which has to be
considered in connection with the general tenancy arrangements of the provin,ces 
concerned. but our feelirig is that if arrangements can be made with the
concurrence of the landlord class to secure this concession for societies in areas 
where they would ordinarily be unable to obtain a mortgage, there can be no
reasonable objection to it on the mere ground that the concession is not enjoyed.. 
by other creditors. EVidence has been given to us of the extr~meiasecurity 
of tenure in certain tracts, and. without desiring to enter into a question beyond.. 
th~ scope of our report. we feel that we are justified in pointing out that unlesS' 
a tenant, who is a member of a co-operative society, has a reasonable assurance
of continuing in enjoyment Of his holding, and is free from the liability of having 
hiS earning power suddenly terminated without any fault on his part. it is. 
impossible to invest much money in financing him through co-operation. 

- 29. Sections 35 to 38 of the Act should be made clear to the 
members of the primary societies. "All officers and members. 
of the society shall furnish such information in regard to the
affairs of the society as the Registrar or the person authorised 
by the Registrar may require." Section· 37 empowers the· 
Registrar to charge the society with the costs of an investigation.· 
The Registrar will, of course, only exer~ise his powers with one
object in. view, namely, the health of the co-operative system. 
If societies behave well, they will be treated well. But the best 

'of rice crops must be weeded; and it is the duty of the Registrar
and of all responsible for the welfare of the movement to root 
up weeds and destroy them. 

30. The Reserve Fund of a primary Co-opetative Credit 
Society is the whole of its accumulated net profits. Societies. 
with unlimited liability are not permitted to"divide any profits. 
amongst their members. The by-laws dealing With the Reserve
Fund are intended to secure the:! maximum efficiency of 
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-co-operative effort as an agency for the permanent advancement 
of the village, the creation of local capital, and the progressive 
economic betterment of posterity. Central Banks collect 
interest from societies at 12 per cent., but of this 12 per cent. 
one quarter is sent to the Registrar, through the Provincial 
Bank, for investment in gilt edged securities. The meaning 
and objects of the Reserve Fund must be clearly and constantly 
explained to the members of societies. 

31. The co-operative year in the Central Provinces and 
Berar ends on the 30th June, on which date all accounts are 
closed, and the Profit and Loss statements and Balance Sheets 
prepared. Interest at 12 per cent. should.be C'alc.ulated on all 
the loan accounts of the members of primary societies up to the 
30th June and be debited to those accounts and credited to 
interest ~ccount. Should the repayments made by a member 
during the year, and credited to principal according to the 
katmtli system, equal or exce~d the total amount of interest 
up to the 30th June, there is no interest due. If, however, the 
total repayments fall short of the interest, the deficit is interest 
due. Similarly, interest on all deposit accounts should be 
--calculated at 9 per cent. and be credited to the deposit accounts 
and debited to interest account as a loss. Interest on the 
-Central Bank loan account should be calculated up to the 30th 
June and be debited to interest account and credited to the 
-Central Bank loan account. If the total repayments made 
by the society during the year to the Central Bank equal or 
exceed the interest which has accrued up to the 30th June, no 
interest" is due on the 30th June to the Central Bank. If, 
:however, they fall short, the deficit is interest due to the Central 
Bank. Dividend earned on the society's share in _the Central -
-Bank should be taken as profit in the Profit and Loss statement. 
-The loan accounts of all the members should then be debited 
with the Re. I Federation subscription and the Central Bank 
loan account credited. This means that the repayments made 
by members during the year in~lude the Federation subscription 
paid in advance' Jor the next year. Should, however, the 
repayments fall short of the total interest and Federation 
-.sUbscription, the Federation subscription due on the 30th June 
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pas.c;es into the loan account and is capitalised, and is, in thi s 
way, never allowed to be in arrears. All nominal accounts 
are then closed and summariSed in the Profit and Loss account. 
The total of the profit side represents gross profit~· and the 
balance of the profit and loss account net profit, and this net 
profit is carried to the liabilities side of the balance sheet. All 
real and personal accounts are then transferred to the Balance 
Sheet in accordance with the procedure explained in Chapter I 
of Part IV. 

32. Although, strictly speaking, the books of the societies 
ought to be closed and the -final statements prepared 'on the 
30th June, this is not possible because the members of primary 
societies have no knowledge of accounts. A very small 
percentage of them can read and write after a crude' fashion. 
Professional letter and petition writers are, it must be remembered, 
firmly established features of Indi;;l.n life. The accounts of all 
primary societies are kept by Society Moharrirs, who are paid 
by the Central Provinces Federation of Co-operative Banks 
(that is to say by the societies themselves) and controlled and 
supervised by the. local Central Banks, which, of course, merely 
represent the societies. The Central Banks -are responsible for 
the accounts of their affiliated societies and must see that 
they are mainta,ned-torrectly and up to date. For about one 
month or more after the 30th June the combined efforts of the 
Government Auditors, the Federation Auditors, the Society 
Moharrirs, and the paid staff of Central Banks, are employed 
in the work of collecting and tabulating the information required 
for the compilation of the returns called for by the Govern
ment of India every year. Final statements can, under the 

• I circumstances, be audited only during the following year, 
Auditors being few, societies many, and travelling a matter 
.of time. . 

33. Sections 39 to 42 of the Act regulate the liquidation 
.or winding up of societies. Rule No. 4I of the rules framed 
by.the Administration under the Act (Appendix IV to this part 
of this book) deals with the procedure to be followed. Liquida
tion may be voluntary or compulSOry. Three-fourths of the 
members of a society may, of their own accord, determine upon _ 
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liquidation; or the Registrar may pass an order for compulsory 
liquidation. Should the Registrar order liquidation, an appeal 
may be made, within two months of the date of his order, to 
the Local Administration. 

A liquidator, appointed under Section 42 of the Act, will~ 
after examination of the accouIits of the society, prepare a 
correct and up-to-date Balance Sheet or . Statement of Affairs. 
The next step is to convert all assets into cash. . Should the cash 
realised be short of the liabilities to be discharged, unlimited 
Hability must be enforced (a) with respect to the present members, 
and (b) with respect "to such past members as are within the 
two year and one year . limits prescribed by Sections 23 and 24 
of the Act. After enforcement of unlimited liability, if the 
cash realised still falls short of" the liabilities. the Reserve 
Fund must be used. If after the entire property of the members 
has been disposed of and the Reserve Fund is exhausted, the 
realised assets are insufficient to meet the liabilities of the 
society in full, the'cleditots are paid a rateable percentage of 
their debts. This percentage is· called the dividend: but 
per~onal liability r~mains and the Registrar will not pennit 
claims upon members to be relaxed until the society's debts 
have been paid in full. 

When a society has cease d to exist its Reserve Fund is 
dealt with in the manner described in the by-laws for primary 
societies"; the shares in the Central Bank held by the individual 
members remain. of course, their private property, but the 
shares which belonged to the defunct society and were paid 
for out of profits are transferred to the Central Provinces Federa
tion of Co-operative Banks and thus become the property of 
the co-operative movement. 

CHAPTER III. 

CIRCLE UNIONS OF PRIMARY SOCIETIES. 

I. If a number' of societies situated within a demarcated 
circle {see Union By-law 4 (a)}, seek registration as a Circle 
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Union, they must proceed as follows. Each society must, by 
a majority .of its members assembled in General Meeting, pass 
a resolution to the effect -that it is willing to form a Union with 
certain other societies and to abide by the by-laws prescribed. 
Each society should the~ elect two of its members as the society's 
representatives, and these two members must be authorised to 
subscribe to the Memorandum of Association of the Circle Union 
on behalf of the society. When all the societies to be formed 
into a Union have recorded the necessary resolutions in their 
Proceedings Books, the Memorandum of Association is prepared 
and signed and then the Memorandum and the by-laws and 
copies of the resolutions are sent,· through the Central Bank, 
to the Registrar. No special financial statement is submitted 
with the application for registration, as the financial position . 
of the member societies is already known both to the Registrar 
and the Central Bank. 'Registration papers must, in ~rder to 
provide the necessary records, be prepared in triplicate; but 
as the Union is siniply a society of registered. societies, they 
need not be submitted through the Deputy Commissioner of 
the district. 

Memorandum of Association. 

We, the undersigned representatives of the Primary Co: 
operative Creclit Societies, named in column 2 'of the list given 
below, and all being duly authorised by Qur respective societies 
as per copies of their resolutions herewith attached, to make 
this application, request on behalf of our respective societies, 
registration as a Circle Union of Primary Co-operative Credit 
Sncieties, with limited liability, to be called the_~ __ ~ 
Circle Union of Primary Co-operative Credit Societies, Limited. 
The registered office shall be at ° ) Post Office , 
__________ Tahsil , Districto..;.o..-o __ ~ 

2. This Circle Union will carry on its operations within 
the limits of the following villages situated in the·--'-___ .:..-
Tahsil of the District and in such other villages 
as may hereafter be included in this Union with the 'sanction 
of the Registrar. 

cs 
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N ames oJ Villages. 

3. The objects of the Union are :- . 
(i) To develop Co-operative Credit Societies to the 

utmost of. its power within the area of its opera
tions. 

(ii) To finance Co-operative Credit Societies situated 
within the area of its operations and affiliated to it. ' 

(iii) To provide means of guaranteeing the credit of each 
of the Co-operative Credit Societies affiliated to it. 

(iv) To control the Co-operative Credit Societies affiliated 
to it by careful and regular inspection. 

(v) To settle all matters of. common interest, to advise 
and assist its affiliated societies and to further 
their interests in every way. 

4. This Union proposes to raise its capital by borrowing 
from the . Central Bank, Limited. 

5. In addition to the Primary Co-operative Credit Societies 
which subscribe to this Memorandum of Association, the 
following societies are eligible for membership of this Union :

(i) Co-operative Credit Societies which are situated 
within the area of operations of this Union and 
are solvent and sound in working. 

(ii) Co-operative CredJt SocIeties that may be registered 
hereafter on the. recommendation of this Union. 
and are situated within the area of its operations" 

provided that such societies shall, by their Sirpanch and Secre
tary, sign a declaration accepting aU the rights, duties, and 
liabilities as prescribed by the by-laws of this Union, and by 
the Co-operative Societies Act II of 1912. and the rules made 
thereunder. ' 

6. We have, on behalf of our societies, agreed to the by
laws submitted with this application and we clearly understand 
these by-laws. 

'1. This Union agrees to purchase at least one share of 
Rs. 10 in the Central Bank, Limited. 

8. We sign this application for registration in writing 
or by thumb mark on behalf of our respective societies. 
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LIST OF SIGNATORIF:.S TO THIS APPLICATION. 
- - .. 

Registered No. Signature or thumb mark of 
Serial No. Name of Society. the authorised revresentative of Society. of the SOCle\y. 

" 

Report oj the Organizer. 

This should state:-

(i) The name of the President elect. 
(i~1 The name of the Secretary elect. 

-

(iii) The arrangements it is proposed to make for 
keeping tlie accounts of the Urtion. 

(iv) The number of literate representatives of societips 
which have at present joined the Union and the 
names of such of them as are likely to do the 
work of inspection of societies. 

(v) Name or na;mes of Central Bank Directors residing 
. or having a place of busmesswithin the Union. 

area. 
(vi) Whether any of the above Directors are members 

of any society in the Union? 

2. On registration, the usual Certificate of Registration 
js granted by the Registr~t, and an approved copy of the . by ... 
laws is sent to the Secretary of the Union through the. Central 
Bank. Societies withiri the Union circle, which become. candi
dates for membership after the Union. has been registered, 
must make the following declaration :,-

"We,. the undersigned Chairman and two. Committee 
members of the Co-operativa Credit Society, 
being authorised so -to do by resolution of the General Meeting 
of our society, hereby, on behalf of the said society. agree to 
accept all the rights; duties, and liabilities prescribed by the 
by-laws of the Union of Co-operative Credit 
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Societies andio abide by its by-laws as a condition of our 
society being admitted into the said Union as an affiliated 
society." . 

1. 

2. 

3· 

Sirpanch. 

Secretary. 

Member. 

3. A Circle Union does not handle cash, and the books 
and records to be maintained by it can and .should be few and 
simple. 

The following books and records are to be maintained by 
every Union:-

(1) List of Societies constituting the Union. 
(2) Loan Account Ledger. 
(3) Account of Vouchers. 
(4) Proceedings Book. 
(5) Two . File Books. 

4. In one of the two File Books provided, the Society 
Moharrir should carefully file (a) the application for registration, 
(b) a copy of the by-laws, (c) the Certificate of ~egistration, 
and (d) copies of the Registrar's Circulars. In the other file 
should be kept miscellaneous papers, such as the copies of the 
proceedings of the constituent societies, etc. 

5. The Moharrir should then write the List of Societies 
in the prescribed form. In the column .. Date of affiliation II 
should be written the date on which the Union was registered, 
and for societies subsequently enrolled, the date on which the 
resolution granting admission to a society was passed by the 
Union. 

6. It is important to· remember that the liability of the· 
Uni.on as defined in its by-laws begins from the date of its 
registration. T~ accounts of the Central Bank with the 
Union's constituent societies should, therefore, be transferred 
to the Union as on the date of its registration. The following 
is the correct procedure when transferring the loan accounts 
from the Central Bank to the Union. 
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Central Bank Books. 

(i) The Central Bank must calculate interest on the loan' 
accounts of each soc~ety up to the date of the registration of 
the Union and debit the interest to them. The accounts are 
then closed and the debit balances are- transferred toa new 
account opened in the name of the Circle Union. This means 
that instead of keeping separate loan accounts for individual 
societies, the Central Bank keeps only one account for a number 
of societies called the "Loan Account of the Circle 
Union." In this account. all advances to and repayments from 
the individual PrimaIY Societies affiliated to the Circle Union 
are entered. No separate loan accounts of Primary Societies 
affiliated to ,a Circle Union should be maintained by a Central 
Bank. Decentralisation of work is one of the main objects 
of the Union. 

Books of Primary Societies. 

(it) When the loan accounts of the individual Primary 
Societies have been thus transferred to the loan account of the 
Circle Union by the Central Bank, the Society Moharrir con
cerned takes copies of the accounts from the books of the Central 
Bank and proceeds to close the Central Bank's loan accounts 
in the books of the Primary Societies. - Here. too, interest up to 
the date of registration of the Circle Union is calculated on the 
Central Bank's loan account and credited to that account. 
The amount must agree with the amount of interest debited 
by the Central Bank to the Primary Society. When this has 
been done, the account of the Central Bank is closed, a new 
account is opened in the name of the Circle Union, and the 
cr~dit balance of the Central Bank's loan account is transferred 
to the credit of the Circle Union loan account. • 

Books of the Circle Union. 

(iii) When the books of the constituent Primary Societies 
have been written up, the Society Moharrir should forthwith 
proceed to write the books of the Circle Union. In the Loan 
Account Ledger, the date to be entered in the first and fifth 
columns should be the date of the registration of the Circle 
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Union. so far as the opening tra.nsfer entries are concerned. 
l"0J,' subsequent tra.nsactions. the actual dates of the transactions 
s:p.ould be written. Columns ~ and. 4 contain merely statistical 
information and are meant to serve as a II diary" of the dates 
on which repayments fall due. Calunms 7 to 9 constitllte the 
real financial account. Separate loan accoUnts for every 
constituent society should be ol>ened. giving one page or more 
to each individual society. The debit balance of each society. 
including the intere~t up to date as it stood in the Central 
~ank's books~ shollld be the first entry in the society's loan 
accQunt in the books of tl:te Circle Union. A loan account for 
the Central Bank sl1ould. then be opened aI,ld the sum total of 
the debit balances of the individual constituent societies' loan 
accounts should be posted to the credit of this account. After 
these transfers have been recorded in the books of the Central 
Bank. the . Circle Union and the· individual Primary Societies . 
the following accounts must agree :-

Books of the Centra\ Bank. Of the Circle Union. 

(a) Closing debit balances Opening debit balances of 
of individual societie:l' the individQal societie:l' 
loan accounts. includ- loan accounts, including 
ing intere:lt up to date. interest up to date. 

(b) Opening debit balance Opening credit balance of I 
of the Circle Union's the Central Bank's loan 
loan account. account. 

Of the Primary Societies. 

Closing credit balance of the 
Central Bank's loan accouat 
including the interest up to 
date, and the opening credit 
balance of the Circle 
Union's loan account. 

.I 

(c) Instalments due by the Ins tal men t s due to Instalments due to Union 
Union. Central BanI(. by all the constituent 

societies put together. 

It is. important to remember that mere calculation and 
entry of mterest in an account does not mean its capitalisation. 
unless interest is calculated on such interest. The debit and 
credit of interest, therefore, at the time of making the above 
transfers do not mean capitalisation of interest and no interesl 
sho~ld be calculated on such interest till the next 30t/1, of June. So 
long as interest on interest is n()t calculated, the katmiti system 
is strictly adhered to and it does not ma.tter how many times· 
during a year interest is calculated and entered in an account. 
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7. VOll~her~ are specially printed~ engraved,and.emOOssed. 
and are issued in serial num,l:>ersfor denominations Qf R~. I. 

Rs. 5. :Rs. lOa Rs. 20, Rs. 50. Rs,· I(}9~. An !l(!<;(;mnt ~ Y9uc.hef~ mu~t 
be kept very ·cq.refully in the presCJ;'ibed f():r~. n~ce.ipts. from the 
Centf~.l Ban~ being entered irt the :(irst tbree c.91umns and issues 
to societies ~ll the last th,ree~ Th~ Vnion ~c:ret~ry must. before 
djstributing the vQuch~rs to th.e soc;ieties. ~ndQf$e each vouche.r 
on the ba~k. Th~ e:q<;ior!:ielllept is prlp.J~4, and the Union. 
Secretary has merely to sign h,is n~me.The Un~M Sec.retary 
must furnish the Central Bank with p.list· of the. serial n1,lmbers 
printed on the vouc,her bo<*s and v01.lch~rs supplied to each 
society. Vouchers are, of course, not tra~sferable a!1d can 
only be negotiated at the office ot the Central Bank except. by 
previous special arrallgement. 

8. One of the most important functions of the Union is 
to fix an annual cash credit for its affiliated societies. The 
societies, after fixing. credit limits for their own individual 
members, send their representatives to . the, Unjon General. 
Meeting with the detaUed credit list and ask· the· meeting to 
sanction the credit limit of the society. The Union may 01.' 
may not sanction a. cash credit in full, but societies shoUld 
themselves make any individual reductions necessary. Credit 
lists as finally passed by the Union are to be submitted to the 
Central Bank, with the Union's certificate of guarantee endorsed 
upon each list, thus :-" Passed for Rs. The 
Central'_Bank may pay this S1,lm to the Society. 
registered No. . ." The Secretary of the Union must sign 
this certificate. The sum total of the credit hmits of the con
stituent societies is the credit !intit o{ the Circle. Union. On 
this credit limit being sanctioned by the Central Bank, the 
Manager sends voucher books to th~ Union for the total amount 
of the credit limit sanctioned for· the year; and the Union. 
in its tum. distribut~s the vouchers to the individual societie~ 
to the amount of qedit sanctioned for each. 

9. The Society Moharrir in charge of the Union accounts, 
must make abstracts every quarter (or more frequently), from 
the books of the Central Bank, of the· accounts of the Union 
in his charge. From these abstracts, he checks and, Where 
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necessary, writes up the books of the Circle Union and the 
books of the Primary Societies. The Central Bank writes 
up the members' pass books and the pass books of the 
societies as transactions take place in its office from time 
to time and issues receipts to the societies and to individual 
members for payments made. Moreover. the counterfoits -of 
the vouchers issued are to be found in -the books of vouchers 
distributed to the societies. These pass books, the receipts. 
and the counterfoils of vouchers are to be tallied with the entries 
dealing with .the Circle Union's account in the books of the 
Central Bank, and with the books of - the Union-and of the 
Primary Societies. 

10. No Cash Book is maintained for the Circle Union. 
The Union. as already ppinted out, does not accept deposits; 
it borrows at 9% from the Central Bank and-lends to affiliated 
societies at the same rate. Thus the Union makes no profit, 
and consequently has no Reserve Fund and no Profit and Loss 
Account. Should bad debts appear, the guarantee must be 
enforced to clear them. 

II. Interest is calculated on the kalmiti or the If daily 
balance" system already explained. Every year, on the 30th 
of June. interest is calculated and capitalised. 

12. The Balance Sheet of the Union is exceedingly simple; 
the total of loans and interest due from member societies con
stituting the only asset, and the loans and interest due to the 
Central Bank, the only liability. 

FORMS PRESCRIBED FOR CIRCLE UNIONS. 
CIRCLE UNION FORM No. I. 

List oj Societies constituting the ___ Circle Union.-

No. -of District. 

Serial Name of Society. Registered Date of Signature of thumb 
mark of the RI>)lARKS. No. No. affiliation. representatives. 

-

--
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CIRCLE UNION FORM No. II. 

Loan Account. 
Credit Limit., ___ ,--.-___ SOCiety Registered N 0. __ 

~. REPAYMENTS rl 
Month SETTLED. .. 

Date. =1 :; 
and Date. .>! Debit. Credit: Balance. REMARKS. 

~ year. 3= Date. Amonnt. 
Po. - ---- ---, I . , 

j 

I I 

CIRCLE UNION FORM No. III. 

Account of Vouchers. 

I - Amount. I ~ate. I Amount. 
Particulars of Particulars of 

REMARKS. Date. Vou~hers received. Vouchers issued. 

-

CHAPTER IV. 

CENTRAL BAN KS. 

- THE efficiency of the ~rimary Societfes depends, to ac great 
extent, upon the efficiency of the Central' Bank itself and that 
of its staff; and if the honorary worker has the satisfaction of 
knowing that the Bank's office and accounts are in good order, 
his hands are left free for organization, educat.ion, and super
vision. ' Although the members of the paid staff are professional 
co-operators, they may be proud of the fact, for in no country 
has the movement progressed very far without paid staff. If,
however, a man is a paid co-operator, he must understand' and 
be constantly studying his work. 

Memorandum of Association . 
. The Memorandum of Association of a Central Bank is in 

the following form:-
I. We. the undersigned persons~ resident o,,,,f __ ~_~ 

District, being above 18 years of age and having agreed to 
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purchase shares in accordance with the list herewith submitted, 
request registration as the Co-operative 
Central Ban~. Limited. The registered office shall be at ____ -
-'--____ . ~. _, Post Office' • Tahsil ____ _ 
District __ -'-__ _ 

2. The liability of the Central Bank shall be limited to 
the face value of the shares issued. 

3. The operations of the Bank shall be confined to the 
Tahsil or the District. 

4. The objects of the Central Bank are :-
(a) _to finance registered Co-operative Societies affiliated 

to it and sit\lated within the area of its operations 
as defined in paragraph 3 above; 

(b) by all means in its power to improve the material 
and moral condition of such' affiliated societies. 

5. The authorised share capital shall be Rs. ___ _ 
divided into shares of Rs. each. This 
capital may be increased by the issue of any number of addi
tional shares of Rs. . each to registered co-operative 
societies that become members of the B~nk -and of any number 
of shares of Rs. 5 each to individual members of such' societies. 
But no other increase of share capital may be made unless it 
has been approved of by the members of the Bank at a general 
meeting arid _ duly sanctioned by the Registrar. 

6. The Bank may also, within tl1e maximum liWits fixe4 
by the Registrar from time to time, raise funds-

(a) by receiving deposits from members and non
members; and 

(b) by raising loans. 

7. The qualification for membership shall be that laid 
down in the by-laws herewith attached. 

With the Memorandum of Association, there must be' 
submitted a list of subscribers and a copy of the propo~ed 
by-laws; and this .must be forwarded, through the Deputy 
Commissioner of the District, to the Registrar of Co-operative. 
SocIeties, who will, if he thinks -fit. register the Central :aank 
and issue his certificate accordingly. 
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The accounts of -tbe Central -13a.nk are IIlaint<!.iIwd, ~ th~ 
books and forms prescdb~d by the Reg~str~.r. . -

Register of Shares. 
This book deals with the shares of the Bank in se~l nQmber 

in the first column; and incolu:ro.ns ?, 3. 4~5,6 .. and 7 are recorded
the date of purchase. name of VUf<;:haser, h\s address, the-date
of transfer (if any), the name of the transferee, and any remarks 
necessary-in~the case of a transJ~r, for instance, the date and 
number of the resolution sanctioning the tra~sfer. The writing 
up of this register follows allotm.ent and should always be 
accompanied by the issQe of share 'cert~fi,c~tes. 

Register of Shareholders. 
The Register of shares deals with each share; the Register 

of shareholders with each shareholder. In- this register, the 
name of the ~hareholder's nominee (if any), is entered (see 
Section 22 of the Co-operative Societies ACt and rule NO. 34-
of the rules issued by the Local Administration). It is important 
to remember that a shareholder need not nominate his successor in 
interest unless he _ wishes to -do sa. Other particulars given are 
the address of the shareholder, details of th~ shares held, and 
payments made by him and any transfer of such shares. 

In the case of important transfers for consideration, . it is 
_ as well to insist upon the execution of a transfer deed in the 
form below; but, in this matter, Central Banks should use 
discretion and should not surround simple transacfions with 
unnecessary formality. 

Transfer Deed. 
The, ______ Co-operative CentIal ·Bank, _Limited. 
I of in 

consideration of the sum of Rupees. ___ .....;....:._'--'------,...:.--~~ 
_________ paid to me by~ __ ~ __ -'--~ 
_________ of _____ - ___ ---hereby 
assign unto the saiud _________ ...:.---....:. ____ the 
share (or shares) numbered _____ ~_~ ____ _'__~ 
standing in my name in the books of the: ....... ~ __ --.--~,....;.-,-...;-,.~ 
Co-operative Central Bank, Limited, to hold unto -the 
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said . \ subject to the several conditions on which I 
hold the same at the time of the execution hereof. 

,. I 

And I, the said do 
hereby agree to take the share (or shares) subject to the same 
a>nditions. ' 

As witness our hands this day of ___ _ 
________ One thousand nine' hundred 'andu--__ _ 
- ________ Witness _________ ~~Seller. 
_________ Witness Buyer. 

Cash Book. 

On the left-hand side of the Cash Book~ columns are provided 
for (~1 date of receipt of cash, (ii) serial number of the entry in the 
Cash Book, (iii) the number of the Ledger page, (iv) payer's name, 
(v) the accountto which the payment is taken, and (vi) th e amount 
received. On the right-hand side of the Cash Book, similar 
columns are provided for -disbursements, (iv)" being the payee's 
name. A column is added for the II narrative" (as Bankers 
term it) or descriptive remarks concerning the item. After 
the numbers of the Ledger pages, «iii) above), it is the practice 
to enter an index letter, such, for instance, as L (Loans) or 
D (Dep~sits) with reference to the Ledger to which the entr.y 
has been carried. The Cash Book must be balanced daily and 
the balance carried forward to the next day's account. The 
clos,ing balance must· agree with the actual cash in hand and 
at the Treasmer's, and auditors and inspecting officers should 
see that it does. 

If no Journal is kept by a Central Bank, all adjustment 
entries, whether they refer to actual coming in or going out of 
cash or not, must be passed through the Cash Book, as no item 
can' go into the Ledger except through a subsidiary book, It 
is as well, ho~ever, to maintain ~ separate Journal for all adjust
ments as velY often the necessary entries cannot conveniently 
be passed through the Cash Book. For instance, -Rs. 2,000 

are transferred to the Building Fund from the Profit and Loss 
Account. This entry cannot very well be passed through the 
Cash Book; but in a Journal, the entry would be simply" Profit 
and Loss Account Dr. to Building Fund Account." . 
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'Abstract Registers of Receipts a'nd Disbursements. 

The entries fn the Cash BQok are to be posted daily intO' 
these registers. As many columns should be provided as there 
are heads of accounts, and the total of each column is to run 
(or be carried over) from page to page and month to month 
from the 1st July to the ,3oth June. The various totals provide, 
as it were, an analysis of the working of a Central Bank. 

From the Abstract Registers, a General Ledger should be 
opened and posted. To do this,. the entries on the last Balance 
Sheet should be posted' under as many different headings as 
are necessary, the assets to the debit and the liabilities to the 
credit side. Thus maintained, the General Ledger will be 
self-balancing and from it the Central Bank can, at any 
time, prepare a Balance Sheet and Profit and Loss Statement. 

Ledger of Loans Advanced. ' 

This account gives the name and number of the registered 
society, the numb"er of the pass book issued to it, and details
of advances made to and repayments made by it. Each entry 
must be prefaced by a reference to the serial number of the 
correspondin~ entry in the Cash Book. I 

Ledger. of Deposits. 

In this book, the account .of each depositor is entered in 
detail, at least one page being allotted to each account. Part 
of the book should be reserved for members; the other part 
left for non-members. This will facilitate' the tilling in. of 
Returns. It is convenient, too, to group the. different classes 
of deposits together. 

In the case of deposits fixed for a period, interest calculated 
up to the 30th June is taken to the Profit and Loss Account. 
The amount of interest for each year is split, in fact, into two
i terns for the sake of the Profit and Loss Account; but this 
does not mean that interest is to be allowed on the amount of 
interest credited on the 30th June. In the case of subject 
deposits, interest is calculated and is payable on the 30th June 
in each year, and if not paid in cash, is compounded. In 
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deposit acco'unts, each transaction is complete in itself, and 
although a total cr~dit balance may be struck on the 30th June, 
the different items coIitributi.ng to the total can on no account 
be amalgamated, because the conditions, period, rate of interest 
and due dat€;s in respect of each deposit are different. It is, 
therefore, necessary after closing each depositor's account on 

. the 30th June to carry forward the distinct items and not an 
amalgamated total. 

Register of Reseive Fund. 

This, as its name implies, is a record of appropriations from 
profit to the Reserve Fund and of their investment. It is 
importa~t to remember that Central ~anks are expected to 
remit their Reserve Funds for investment without un. reasonable 
delay, that each Bank is liable to its Reserve Fund for at least 
25% of its annual net profits, and that no Reserve Fund can be 
touched without the sanction of the Registrar. 

Treasurer's Pass Book. 

This is written up by the Treasurer of a Central Bank, 
.and is a record of cash transactions between him and the Bank. 
Registrar's Circular No. II of I915 (included in Appendix I) 
should be read. . 

Pass Book for Depositors. 

In the Case of savings deposit accounts (if any) and of 
fixed deposit accounts which are frequently operated, pass 
books may be issued; but in most cases, the issue of a deposit 
receipt in the Fedetation form will be sufficient. -These receipts 
are not transferable, and they express clearly (i) that no payment 
o~ a deposit ·will be made before the due date, and (ii) that, 
unless notice is given to the contrary, the deposit will, from 
time to time, be renewed on the due date for the same period 
(as that for which it was fixed on deposit), on the same terms 
and at the same rate of interest. 

When a fixed deposit receipt is lost by a depositor, an 
indemnity bond, in the form below, shou~d be taken before any 
payment of the deposit or of interest thereon is made. All 
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indemnity bonds must bear an eight anna ·stamp, for they are 
. not issued by the Bank In the course of its own business but 

by private persons in their own interest. -

To 
The Manager, 

Co-operative Central Bank, Limited. 
Having lost your ____ ..--__ % fixed ·deposit receipt 

. No. , dated .for Rs. __________ --, 
________ in the name of________ , 
I hereby agree, in consideration of your paying me the amount 
thereof with the interest due thereon amounting in all to 
Rs. receipt of which is also hereby acknowledged 
by me, to hold you indemI~.ified against any other cIc.dmant for 
the same, and to deliver up the teceipt should it at any future 
time be forthcoming. . 

Dated the_~ __ _ 
Signature. 

Pass Book for Borrowing Societies. 
Central Banks must not only issue pass books to every 

society, but must insist on the production of a society's pass 
book at the time of each transaction. In the case of pdmary 
societies working the voucher system, it is the duty of the 
Central Bank to write the pass books pf individual members' 
presenting themselves on business at the Central Bank. 

Register of Promissory Notes. 

When the annual cash credit, or credit limit, is sanctioned, 
the Central Bank should at once obtain a Promissory Note for 
the whole amount sanctioned. This will secure all claims, and 
will make it unnecessary to enter the numbers of ~ouchers 
encashed in this register. The Registrar's instructions are that' 
promissory notes ate to be renewed every year; and if Central 
Banks faithfully observe these instructions, the salutary 
proVisions of the by-laws of societies and Central Banks ·cannot 
very well be overlooked and business will be safe. Security, 
to be safe for banking purposes, must be fresh and realisable; 
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stale securi6es" especially if personal sureties or character, 
frequently lose their value. 

Record of Dividends. 
This is merely a detailed record of dividends paid t() 

individual shareholders. It may be remarked that a good 
Central Bank will pay a steady rate of dividend. The maximum 
rate of dividend allowable is 12%, and towards this limit 
progress should be steady and gradual. It is disturbing to pay 
a high dividend one year and a low one the next. 

Stock Register. 

This is an account of dead stock, such as furniture, etc. 

Proceedings Books. 

These are blank books. One should be used for recording 
the minutes of the General Meetings of shareholders and the 
other for the meetings of the Board of Directors and the Working 
Committee. The Secretary of the Bank signs all minutes in 
token of correctness. At· every meeting the minutes of the 
last meeting should be read and confirmed. The Proceedings 
Books are very important and should be very carefully kept. 

Inspection Books. 

• 
These are kept for the use of the Registrar and other 

inspecting officers. 

Diary of Loans and Deposits. 
All Central Banks must maintain a diary of loans and 

deposits in the form below giving one page to each date of 
every month of every year in which a loan or deposit: falls due. 

Diary of Loans and DeposUs. 
Month date year ___ _ 

, 
Due in Due out 

By or to; Total - Total due whom 

~ .doom 
out. REMARKS, 

due. Depo-
Loans. Bits. I,oans. sits. 

I- i-

-
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Share Certificates. 
-These clearly express that the Directors recognize no 

transfer of shares which is not made in accordance with the by
laws of the Bank. A single certificate may covera large number 
of shares held by one shareholder.: Each certificate should be 
signed by at least two Directors of the Bank. Sometimes a 
share certificate is lost, and in such cases the. following form of 
indemnity bond should be used:-

.. J haVing lost 
share certificate No. , for share or shares No .. ~~_ 
to in the Co-operative Central Bank, 
Limited. of the face value of Rs. each s~anding in my 
l!ame i.n the books of the said Bank. hereby agree, in considera-
tion of receiving a duplicate certificate. to hold thesaid, __ _ 
Co-operative Central Bank indemnified against any other 
claimant for the same arid to deliver up the duplicate certificate 
should the original at any time hereafter be fort1!,coming." 
Dated the ______ _ 

Signature. 

Hand Receipts. 

Receipts should be granted in regular printed forms in 
cases in which entries are not J?lade in the pass book. Receipts 
granted by or on behalf of the Bank are exempt from stamp 
duty. 

Federation Records. 

In general the Federation tIansactions with which a Central 
Bank is concerned are as' follows :-

cs 

(I) Fedelation collections: 
(2) Federation disbursements on account 6f salary. 

establishment, printing, stationery, etc., etc.; 
(3) Provident Fund accounts: 
(4) Federation Head Office contribution; 
(5) Investment of the Federation 25%' contribution in 

the Central Bank shares: . 
(6) Dividend on Federation shares, interest on Provident 

Fund accounts, etc. . 



'4'0 ACCOUNTS -foND :PROCIl:DURE. 

As Treasurer and 'local- agent -of the Central Provinces 
Federation 'of Co.-operative Banks -the Central Bank maintajns 
-the .following .-records :-

rea) !Cash .Book.-Receipts and disbursements on behalf of 
the ,Pederationshouldpass _through the Central.Bank's Cash 
:Book~ NO'separate Cash Book for the Federation is necessary. 
Against all ,Teccipts and disbursements .the Central .Bank will, 
of course, write •• Federation account." These entries of 
::rec~pts .and .disbursements will be c'ollected in the appropriate 
.columns 'of the Bank's -Abstra ct Registers of Receipts and 
Disbl:1rsements. . 

(b) Abstract ..Register of Receipts and Disbursements.-The 
-heading of this :.Federation -:register are .a,s follows :.-

R~uip,s. 

-Federation c:ollections. Head Office. 
DisbfWsemetJIs. 

Provident Fund. _ Salary and Travelling allow;ance. 
Interest received. Provident Fund disbursements. 
Dividend and bonus received on investments. Printing and Stationery. 
Other items. Investments. 
Total. 'Other items. 

Total. 

(c)· A Ledger Account for each Primary Society, dealing 
with the Federation subScriptions due and paid by the individ~al 
members. 

(d) A Provident Fund Ledger for Federation servants.-Every 
Federation servant is entitled to a pass book containing a copy 
of the ledger account concerning his Provid~nt Fund. 

. Inspection Note. 

The form of InspectioIJ, Note given below has been used 
by the Sihora Central Bank with satisfactory results. It deals, 
of course, with inspection work done by the staff of the Bank 
for the information of the Directors. 

:lnspection Note. 
Date. 
Date of last inspection. 
Name of soctely. 
Registered No. and date. 
I. How many members are there? 
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2. To what classes .do the 'members belong? 
3. r What was the date of the Society.l,\.foharrir's last 

inspection ? 
4. Is the Society Moharrir's work up to date? If not, 

what action has been taken to get t4e work ,compieted ? 
5. What were the defects 'Pointed out in the last audit 

note and have they been removed? 
6. What action has been taken to . recover the outstanding 

loans of members belonging to classes D and E shown in question 
2 above? 

7. Have the ordj~ary,requjrements ,of the membersb.een 
adequately met; if not, why.? 

8. Do the 'members complain of any difficulties in 
procuring loans from the Cent~al Bank? . If. so,what difficulties. 
and how can they be removed? 

9. Have you checked the ledger account of each ,member? 
If so. are the· members found punctual in paying ? 

Who are the usual defaulters, and what action has been 
taken to improve their conduct ? 

10. Are the outside debts of the society increasing or 
decreasing ? 

II. Do the members of .the Panchayat understand their 
l"esponsibilities and are the President, Secretary, and Treasurer 
of reliable character? If not, what steps have been taken 
to remove them? 

12. Is there any case of embezzlement or illegal gratifica
tion? If so, 'what action has been taken ? 

13. What are.the assets and liabilities of the society and 
the credit fixed by the .Central Bank? 

14. Is any amount overdue from the society? If so, 
what action has been taken to realise the saine ? 

15. Has the Federation subscription been paid,in full ? 
16. Have all loans been properly utilised? If not,' in 

how many instances have the loans been misused and what 
action has been taken to recover ? 

17. Has the credit of each member been 'duly fixed at the 
<General 'Meeting'? 
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18. Has any member's loan exceeded the amount of his 
credit fixed, and, -if so, what action has been taken to reduce 
the loan or raise the credit ? 

19. Were the last raM and kharif harvests good or bad? 
What are the prospects of the standing crops? 

20. Are the members satisfied with the dealings of the
Society Moharrir? 

. 21. General Remarks. 
Notes.-I. In answering these questions, t~e Inspectors' 

will please note that they are always expected to state what 
definite action has. been taken by th~m. It is not enough 
merely to issue orders to the Society Moharrirs. 

2. Replies should never be vague. They should always 
be definite and comprehensive. . 

3. For the purposes of answering question 2, the members 
are to be classified thus:-

A •••. Model. 
B .... Good. 
C .... Average. 
D .... Bad. 
E •.. -. Hopeless. 

It is of great imp~rtance that the Society Moharrirs should 
be instructed to furnish regularly to the Central Bank office
information of the following points. This information should 
be obtainable from the books of the Primary Societies. 

(I) The uses to which loans have been put. 

(2) The borrowed money out on loan and spent by each 
individual member thus:-

(a) Below Rs. 50. 

(b) From Rs. 50 to Rs. IOO~ 
(e) From Rs. 100 to Rs. 200. 

(d) From Rs. 200 to Rs. 500 •. 

(e) From Rs. 500 to Rs'. 1.000. 

U) Rs. 1,000 and above. 

From these particulars, the Central Bank office must 
. prepare statistical registers which will be found of great practical 
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value. The following-forms are those w~ich are recommended 
for general adoption :-

Register showing employment of money borrowed by Primary 
Societies. 

(Additional columns may, of course, be added.) 

oj 
, 

:i .... 
DC .t: "'.,; '8 'S .: 't:I 

" ~ ",,='1:j t>O III . " '0 .!l ~ ",'t:I " ~ ~ ., ... ,; ... ..... !l S ., ~ ~ 0 Name of the 1:1 
'S 0 ... ., ... 

-~ 
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Society. ~. uo~ 0 =' ~., ~ ",D ., 
gj'ii\ § 

., 
~ . ,Q 
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..d ... ~._ 
~~ i!l :8 e.~ e..g -,d 

~~~ 
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'a Qo 
~- e s- o ~15 If't:l ., 
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, 

Analysis of Loans __ advanced to individual Members of ,Primary 
Societies. 

From From From From Rs.l,OOO ,,_.of I >d_ - RS.50 Rs. 100 Rs. 20~ Rs. soo and Remarks. the Society. Rs. So. to to toRs. 100. toRs. 200. Rs·soo. Rs.I,OOO. above. 

. 
Mainpur 10· _15_ 10 I 

nil nil --200 iSO 2000 4 00 

• The top figure 10 = Number of members;. 
The figure below the line=Loans in rupees. 

Co"!.pliance with Audit Notes. 
It is one of the Central Bank's most important duties to 

secure compliance with the instructions issued'in the _ audit 
notes. If Central Banks do not give great attention and care 
to this vital matter, loss of money will follow. When audit 
notes are received from the office of the R~gistrar, the Manag~r 
of the Central Bank should make an entry in his Register of 
Audit Notes. The audit notes should then be given to the 
Society Moharrir ih whose circle the society concerned is situated, 
or, if expedient, to some other competent Bank official. When 

. the Audit Note has been complied with, an entry should be 
passed in the column provided in the register. Much misunder-
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standing exists 'with regard to the meaning of, .. compliance II ; 

some Central Ban~s consider that "compliance" is effected 
by writing H noted .. on the instrucfions received. But" com
pliance" means that steps have been taken by the society to
deal with the errors and weakness detected. 

The. followin~ form is that in which the progress made in 
dealing with audit notes is to be recorded:-

'C 'Sa~ 0"" ., . .s i.s ~ II ~.8 -.. ,~ ....... 0 .<I 00 
I ., ., ~,t: 0'" ... = ... it ... ..; -,~-s ... 'C :i=c:: .<I "..;' u 

.<1.,0.2 =' ,,9< ::s u>~ -E ., » .. ... 
!~'C). .,.,< 1S.,,,,,oi :<i 'Q,'u .- ...... .0 Q). :a1)~;a :;2'" 

~ 'S • o-S'~ g .<10 ~ · 1::0-s 
a 1'C1l~ .. = ... ~ i~: ~ =11'-. oi it ='C :;2 · ".= 0 Remarks. -... ~ 

lID,!!! .,< · u 
Z IR~'" 'Sa 'a =- ... ,c:I e3 <.l = ... ·8 ... · · 'tot ". Go) 

3 I: 9'! . ~:g~ .,,g gj ~ 
0.,.<1 0;a 'u:ii' o·~ :;2 > 0 ...... 

,~ R~ .2o~ ., ::stl!3;:::' ., 'C .... 0 .,:a0l .. -:;;.-,a ~~~u . .- = .... 11i cd ... 0 P40 -:;;;~Cl .... :;2= ., ~'-'+l 
III iZ ;~ ... Z ~ A ~ A, -I I 

I I 
E~ry use should be ma<!e of the Circle Unions of Primary 

Societies as agencies to compel compliance with audit notes. 

CHAPTER V. 

THE PROVINCIAL CO:,OPERATIVE BANK. 

The accounts of the Provincial Co-operative Bank are 
maintained on the double entry system. The statistical registers 
which do not contribute. to the compilation of the balance 
sheet are maintained in the forms prescribed by the Registrar 
for Central Banks; whereas the books of account which directly 
contribute to the preparation of the balance shee.t are like those 
generally used by Joint Stock Banks. 

Slalislical Registers, 

I, Register of Shares. 
(a) Founders. 
(b) Preference. 

2. Register of Shareholders. 
3- Register of Reserve Fund. 
4, Record of Dividends. 
S. 'Register of Promissory Notes. 
6. Stock Register. . 
1. Proceedings Book, 
8. Inspection Book. 
9- D~y of Loans and Deposits. 

Books of Accounl. 

I. Cash Book. 
2. Abstract Registers of Receipts 'and 

Disbursements. 
3. Ledger of Loans Advanced~ 
4. Ledger of Loans Taken .. 
S. Ledger o{ Fixed Deposits. 
6. Ledger of Current Deposits. 
7. Journal. 
8. General Ledger. 
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Register of Shares. 
This is maintained in Form No .. I. prescribed for Central' 

Banks. Founders Shares, are" however~ written in. on~ register 
and the Preference Shares in another. 

Register of Shareholders. 

This register differs from that used' by Central Banks in 
that it contains accounts for two kinds of shares, Founders and 
Preference. 

Register of Reserve Fund. 

This is maintained in the same form as that in use by
Centra:l Banks. 

Recor!- oJ Dividends. 

This register, too, is in the· form prescribed for' Central 
Banks. For the two kinds of . shares, the' dividend is entered 
separately and the record of the 1% commission on the capital 
of guarantee, which is payable- to preference shareholders 
annually, is also maintained. Entrie~ are passed ill'this register 
as soon as a dividend is declared' by the general meeting; When 
payments are made, remarks are made in column 5.' The 
Provincial Bank usua,lly. distributes its dividend. by th~ issue oj 
dividend warrants on Central Banks; but shareholders desiring 
to avail themselves of this arrangement must empower a Centra) 
Bank to issue a receipt for payment on their behalf. A most! 

'. valuable privilege ~on~erred by Government on co-operative 
banks is that which allows them the use of the Government 
Treasuries and of remittance transfer receipts for the despatch 
of money. 

Register of Promissory Notes., 
This is also maintained in the form prescribed for Central 

Banks. The Provincial Bank accepts the promissorY notes of 
Central Banks; the Central Bank& retain the promissory notes 
of the primary societies, but pledge themselves to hold, on bebaU 
of the Provincial 'Bank, the societies' notes to the full amount 
of the loans granted by the Provincial Bank. The Provincial 
Bank negotiates the promissory notes of the Central Banks 
with the Allahabad Bank. 
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Stock Register. 

This is maintaiped in the Central Bank Form No. 12. Such 
stock as is not written off in the Profit and Loss Account is 
entered here. The balance in hand is an asset. 

Proceedings Book a1'td I nspe~ti01't Book. 

These are blank books. The former is the Minute Book 
and the proceedings of all mettings of the Board of . Directors 
and of the General Meeting of shareholders are recorded in it. 
In the latter book, inspecting officers r:ecord their remarks on 
the working of the Bank. 

D'iary oJ Loans and Deposits. 

Separate diaries are maint.ained for loans and deposits. 
The diary of loans shows exactly upon what dates r~payments 
fall due and it is a very important and necessary record. The 
diary of depOSIts is maintained in the usual commercial diary. 
the names of depositors and the amount payable to them being 
entered on the various dates on which they fall due. A careful 
watch is kept over both these diaries, Central Banks being 
reminded of their contracts well beforehand, while it is the 
custom of the Provincial Bank to solicit instructions from 
depositors a fortnight in advance of the due date, concerning 
the disposal of deposits and of the interest thereon. If no 
intimation is received from the depositor on or before the due 
date, interest is compounded and the deposit renewed on the 
same terms in accordance with the rules of the Bank and the 
conditions stipulated on the deposit receipt. 

The Cash Book. 

The Provincial Bank does not handle cash, all receipts and 
payments of cash being made direct to or through the Jubbulpore 
Branch of the Allahabad Bank. This, once more, does not 
mean, that the Provincial Co-operative Bank is, in any way, 
a branch or agency of "the Allahabad Bank. The Cash Book 
is maintained in the sa.me form as that used by Central Banks 
with the addition of one money column. There are two money 
columns; one for " office cash," a.nd the other for th~ II Bank ,. 
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on both the debit and' credit sides. All remittances by cash 
<>rder whether received or paid and, in fact, the receipts and 
payments of all monies, c~sh .or paper, passing through office 
.are shown both in the II office cash It and " Bank" columns, 
the office cash column balancing itself by a debit for a credit 
and leaving a net debit or credit in the Bank column. This 
is a faithful record of transactions and of the procedure observed. 
All receipts and pa}ments direct by the Allahabad Bank are, 
however, passed through the II Bank" column only. It is 
thus easy' to see what monies have passed through the office 
of the Provincial Bank and through the Allahabad Bank direct 
without coming to the office of ·the Provincial. Bank. If, for 
instance,. a Cash Order is received from a Central Bank late in 
the evening after the Allahabad Bank has closed, it is entered 
only-in the office cash column as a receipt and not in, the Bank 
column. Next morning the books show that a Cash Order is 
to be sent to the Allahabad Bank for collection and credit~ 

The Cash Book is balanced daily and the necessary postings are 
made in the Abstract ,Registers of Receipts and Disbursements 
and in the linked Ledgers of Loans and Deposits. 

VouChers. 

No transaction is recorded in any of the subsidiary books 
of the Provincial Bank without the authority of a voucher in 
the following form :-

The Provincial Co-operative Bank~ Limjted, Central 
Provinces and Berar. 

Votecher. 
Debit __ -'----'-__ ---------_____ ..,--,----, 

Credit ____________________ _ 

Posted 

Manager. Registrar, C. S., C. P. Go Berar. 
Accountant. For and on behalf of the Directors. 
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Vouchers. in the above form are made up by the ac.countant 
for every transaction whether by cash or adjustment. and are
signed by the Manager and then. by the Registrar for. and on-. 
behalf of the Directors of the Bank. Armed with such authority,. 
the accountant makes up his books. This arrangement prevents. 
debits and credits under wrong heads in the case of transactions. 
of a complicated nature. These vouchers are carefully filed 
and are of great assistance to the Bank's Auditors. 

Abstract Registers of Receipts and Disbursements. 
" These are, at the beginning of every year, blank registers~ 

There are no prescribed columns, and the accountant is left to. 
make fresh columns to match the new accounts which find their 
way ~nto the General Ledger. These registers. are posted daily 
from the Cash Book, running totals being carried over from 
'day to day and month to month from the Ist July to the 30th 
June. The totals of each column are joumaIJsed every month. 
and posted to the debit and credit of -the respective ledger. 
accounts in the General Ledger.-

Ledger of Loans Advanced. 

The Provincial Co-ope~ative Bank charges interest on all 
accounts on the katmiti or .. daily balance" system and 
maintains a diary for repayments falling due; An account of loans 
advanced is maintained in the following prescribed form:-

Month 

~ Particulars. il Debit. Credit. Balance. I~ Product. and Year. 

I I~:'-:~-'~~" Rs. A. P. Rs. A. P. I 

, 

I 

I I 
This register is posted from the Cash Book and the Joum~l. 

On the 30th June, interest is calculated on the product sand 
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debited to the loan account. and the balance is carried forward 
to the ensuing year. 

Ledgers of Fixeaand Current Deposits. 
Separate ledgers are maintained for fixed and for current 

deposits, and these are alphabetically indexed. Cflrrent deposits 
are accepted o1tly from Central Banks and the fixed deposits 'are
divided according to the rates of interest they carry. These 
ledgers are maintained in the same form as the Ledger of Loans.' 
Advanced and interest thereon is, in the case' of fixed deposit 
accounts, credited (but not compounded) every 30th of June. 
Compound interest on the amount credited. on the 30th June 
to current deposit and subject deposit accounts is, of course .. 
allowed because in the case of these deposits there is no fixed 
or Jmown date of maturity. 

Ledger of Loans Taken. 
This is maintained in the same form as the Ledger .of Loans. 

Advanced. The daily debit and credit transactions with the 
Allahabad Bank are maintained in this account and are posted. 
from the Cash Book and the Journal. The Provincial Bank's. 
ledger account in the books of the Allahabad Bank may not .. 
at times, agree with this account, the difierence being due to the 
fact that cheques issued by the Provincial Bank and credited 
to the Allahabad Bank Loan account have not been presented. 
The Accountant of the Provincial Bank must see that receipts. 
and payments recorded by him are, in due course, recorded by 
the Allahabad Bank. 

The Journal. 
It has already been explained that the Abstract Registers. . 

are journalised every month and posted in the General Ledger~ 
The entries refer to the actual movements of cash and,they come 
through the Cash Book. There are various other entries in the 
Journal which are of the nature of adjustments, such, for
instance, as renewals of loans and deposits,. closing adjustment 
entries for depreciation, etc., etc., and they are made in· the. 
Journal from time to time as transactions, take place, and are 
then posted to the General Ledger., Wh~n the acco1,lnts are 
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-finally balanced,' the balances are taken to the Profit and _ Loss 
Account and to th~ Balance Sheet through the Journal. This 
book serves an important purpose, and with its help, actual 
>cash transactions~an be- distin-guisned from mere adjustments 
very easily. 

_ The General Ledger. 

This is a blank register of accounts with dr. and cr. sides 
.and two'-:money columns on eachside as explained and illustrated 
in Chapter I. The General Ledger' contains aft the accounts 
'Of the Bank, real, personal and nominal. The various personal . 
accounts in the Ledger of Loans Taken, Ledger of Loans Advanced, 
Ledgers of Fixed and Current· Deposits are all totalled every 
month and posted in th~s ledger which is self-balancing. From 
-the General Ledger, the Balance Sheet is prepared. When all 
the' accounts iI! the General Ledger have been closed and the 
halances taken to the respective sides of the Profit an<1: Loss 
Account and the Balance Sheet, the two sides of the Balance 
Sheet 'must agree. The Manager of the Provincial Bank 
-prepares a trial balance every month and this is placed before 
the Directors and signed by them. No mistake can escape 
the notice of the Accountant for long for _it will come to light 
when striking the monthly trial balance. 

The Accounts of the Federation. 

The accounts of the head office of the Central Provinces 
Federation of Co-operative Banks are maintained in the 
Provincial Bank. All Central Banks contribute Rs. 10 and the 
-Provincial Bank Rs. 50 annually to the head office expenses of 
the Federation. In addition, contributions are made by Central 
Banks, from time to time, for special purposes of common 
interest such as the printing of Conference Reports, etc., etc. 
The Provincial Bank is the Treasurer of the Federation. Only 
-two books, a Journal and a Ledger, are maintained for the 
Federation head office. At the beginning of each co-operative 
year, all Central Banks are debited with the subscriptions due 
-to the Federation 'head office and credited from time to time 
as payments are received from them._ The whole amount of 
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the sUbscriptions received is treated as profit and expenses. 
incurred .on account of printing, stationery, establishment .. 
contingencies, etc., are debited to nominal accounts which are
closed in a Profit and Loss Account at the end of the year_ 
The balance of the Provincial Bank aCCOlll1t in the books of the 
Federation and that of the Federation~ account in the books of 
the Provincial Bank must agree. This'ba~ance represents the cash
balance of the Federation in the hands of the PJ.'Ovincial Bank. 

When funds have been sufficient, the Federation has paid 
and trained candidates for employment under Central. Banks.. _ 
and all s'Q,ch trained candidates have immediately found empioy
ment. In this direction, the activities of the Federation are-
bound to de~elop. . . 

Every Central Bank has to submit to the Federation in the
·months of May and June budget estimates of income and of 
administrative expenses for the ensuing year. The Governor 
of the Federation subjects these budgets to careful scrutiny, 
paying special regard to such questioI.!s as staff and. emoluments,. . 
the provision of suitable business premises, provision of reserve 
and sinking funds, bad and doubtful debts, etc., etc. 

Monthly business returns are submitted by every Central 
Bank to the Secretary of the Federation' through the Circle. 
Auditor, who is held responsible .for the correctness of the
information given. These monthly returns' are most important 
and.lhey are placed before the Governor for his infofUl3-tion. 
and orders. 

CHAPTER VI. 

AUDIT AND RETURNS. 

SECTION 17 of the Co-operative Societies Act imposes tne
responsibility for the audit- of Registered Societies upon, the
Registrar. The Registrar shall audit or cause to be audited by 
some person authorised by him by. general or special order in 
writing in this behalf the accounts'of every Registered Society once
at least in every year. The audit shall ~nclude an exami"i,ation 
of overdue debts, if any~ and a valuation of the assets and liabilities
of tJ~e society. It is most important to note the fact that 
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overdue debts 'must ·be examined, and that the valuation of 
;assets and liabilities required by law applies to the society in 
its corporate capacity· only, and not to its individual members 
·in their private capacity. It is not part of an Auditor's legal 
-duty to write up the Haisiyat Register, which, as'! have already 
pointed out, is a most dangerous guide if used 'blindly in the 
.assessment of credit. 

-At present the Registrar is, .in the Central Provinces and 
Berar, the Governor of the Federation as well. But the agency 
by means of which audit is regularly· carried out is not altogether 
-official; the staff of I Chief' Auditor a~d 22 District Auditors 
-employed and paid .for by Government, is supplemented by a 
staff of Federation Auditors. The money with which to pay 
-the servants of the Federation comes, as we have already seen, 
from the annual, subscription of Re. 'I which every member of 
.a primary society undertakes to pay, and from the revenues 
>of the Provincial and Central Banks. The audit of these 
latter institutions is carried out, in the case of the Provincial 
Bank, by a fum of chartered accountants, and, in the case 
-of . the Central Banks, by the Government Auditors. The 
Federation Auditors are, in fact, intended to deal with the 
.audit of primary societies only. 

it is not the intention of Government to increase the 
number of Auditors employed and paid· for by the State., This 
policy is based not so much upon considerations of expense as 
.on the indisputable fact that tpe experience of every country 
is that State audit is never as searching, as thorough, and as 
.complete, as the audit of a staff employed and paid for by 
.co-operative institutions themselves. State audit is prone to be 
mechanical if it is performed by a State establishment, and on 
-this point great experts such as Wolff, Luzzatti, and Haas are 
llnanimouS. It is, however, necessary that the system of audit 
:should be regulated by, and be'under the control of the State. 

-. ., The duties of control and audit II declare the Government 
-of India. U cannot 'be left entirely to the private ageil.cy of 

• Paragraph 29. "' Co-operation in ~ndia," Resolution No. 12-287-1, Simla, the 17th 

June, 19140 
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Unions and Central 'Banks. It is desirable that,this non-official 
.agency should ,be 'utilised as much as possible ,and that 
purely departmental routine in the work of audit andcontrdl 
-should be avoided, but ,the success of the movement would be 
-endangered if 'this 'Principle were carried out to an extreme. 
Without some degree ,of Government superVision Registrars 
-would lose touch with the societies; and the outside public, 
who depend largely on the information .possessed-pyRegistrars, 
.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. Had this safeguard 
been neglected, it is doubtful whether societies would have 
escaped---:.as fortunately'they have almost everywhere escaped 
-the evil effects of the' recent banking crisis in India, and 
the circumstances attending that crisis ·indicate that any 

'.arrangement which would, dispense altogether with GovernlI!ent 
supervision is impracticable. The audit, moreover, ofa group 
of societies by a 'central society, whose own credit is bound up 
'withthat of the'societies dependent on it, will ,not be accepted 
>by the public as'equivalent in value to an audit by ,an outside 
agency. It is necessary "therefore, that societies should be 
.controlled 'and audited by a reliable staffw~ichcan 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 staff need not be paid by Government, a~d it is indeed ,as 
a rule better that societies should themselves be ,responsible 
for the payment of the controlling and auditing staff than that 
they should be ,indebted to Government for its services, but 
whether the staff is paid by the societies or not, it .is ordinarily 
advisable that it should :be appointed subject to the approval 
of the Registrars, and that it should remain under their general,_ 
control. If ;by ,this. or any' other means 'the ltwo main 
~on4itions above noted are satisfied-first, that RegiEtrarsshould 
possess :reliable ,inioqnation, regarding the financial position ,of 
societies, and secondly. that the outside public should .have 
.confidence in the control and audit--it is an advantage that the 
number of Government ",officials ,employed should be as small 



464: ACCOVNTS ~ND PROCEDURE. ' 

a$ possible, and every effort has been· made to reduce to the-
19west figure the _?gency directly employed by Government,''' 
II In order to be fully co-operative. and thoroughly business
like," remark the Committee on Co-operation in India,* .. ~ 
society must live up to a high standard... Considering the class 
of people who compose the bulk of the agricultural societies 
it is useless to expect the maintenance of such a standard 
without frequent audit .and unceasing supervision from without~ 
It is difficult to exa~gerate the importance of such audit and 
supervision. Without them a good society may soon degene
rate and a bad society may soon come to ruin. ~ The work of 
audit and supervision should in the first instance be vested in 
in the higher co-operative institutions, Unions t and Central 
Banks, but the ultimate responsibility . for these duties must 
rest with the Government as represented by the Registrar ~ 
There is indeed no reason, in our opinion, why the whole of 
such supervision and audit should fall on the Government staff 
and be met at Government expense. A full audit by a Govern
ment staff of the accounts of each society is essential, but this 
might take place once in two or three years, the audit in the . 
meanwhile being conducted either by the Unio.ns, where these 
exist, or by the central financing institutions: C<Jnstant super
vision is part of the duty of a Union, and where there is no 
Union it should' be incumbent on the central financ:Q1ginstitu
tions to carry out the duties of supervision and to maintain an 
efficient staff for the purpose. The cost of this can fairly be
rnet by the societies either by a direct contribution or by the 
central financing institution's -charging on loans to them a rate 
of interest which will cover the expenditure. At the same time
we hold that the Registrar cannot abrogate his responsibility 
in the matter of directing and supervising this co-operative 
audit and supervision, and that he must see that the influence
of central financing institutions is not misdirected or applied 
in wrong, improper or mischievous ways, and must maintain 
an efficient direction and control to ensure that the movement 

• Page XVI of their Abstract Report. 

t • Federations" ia the correct term, 
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is kept on co-operative lines and is confined to these "lines. 
The:.exercise of due care before formation and the ensuring of 
full and proper supervision after formation we consider indeed 
the most important part of the Registrar's duty. If the Primary 
Societies a;e sound and solvent the whole provincial edifice 
must be sound unless there is instability in the higher finance. 
If the Primary Societies are unsound, if they are based· on 
mere money lending and not on co-operative principles, no 
matter how sound the higher finance may apparently be, i~s 

assets Will be locked up in indifferent or bad secur,ities and 
sooner or later serious trouble, if not failure, is bound to result." 

In co-operative work the term U audit" includes an enquiry 
into all the circumstances which determine the general position 
of a society; and it is clear that an audit in this sense entails 
a much more comprehensive examinatio~ than is usually made 
in the case of purely commercial concerns, the reason being 
that it is not only money which is at stake, but the moral and 
material progress of the co-~perative movement which, of 
course, is a matter of great public importance deeply affecting 
the future of India. * Audit, in fact, must include inspection; 
and inspection made by a man with local knowledge 'and 
experience, dependent for his bread upon the welfare of the 
societies, is far more likely to be efficient than the inspection 
made by a man without such knowledge and sense of dependence . 

. In course of time, therefore, the llumber of Federation" 
Auditors will increase; and as the movement gathers that 
internal strength which it is the purpose of Government to 
foster, the organization of the Federation will gradually become 
complete and its staff thoroughly efficient and reliable. Finally. 
when the goal has been reached, it will be possibl~ for the Gover
nor of the Federation to step into his proper place in the system 
and to take over, from the Registrar, the control of the Federa
tion Auditors. The present Gov(;mment Auditors Will, most 
probably. become Government Inspectors, and the Reg~trar, 

• ., If the system of oo-operation can be introduced and utilised to the full, I foresee 
a great and glorious future for the agricultural interests of this country." 

13'" DIlUffIbct-. 1911. 

cS 

H. M. The King-Emperor. 

30 



466. ACCOU~TS; AND PROCE,DU.RE. 

while. remaining respansible for the efficiency of audit, wH!. b~ 
able" with the assistance of the Federation organization, to deal 
with the vast amount of work Which the future ought to have 
in store. It is in this direction that the movement towards 
co-operation ought, in the writer's opinion, to develop. 

The Federation Auditors are on a separate provincial cadre 
of then. own; they are not, in any way, under the control of 
the Central. Banks nor of the primary societies, -though the 
members of the latter are fully aware that they pay for Federa
tion audit and that they can, if they have any complaints to 
make, make a representation either to their Central Bank, or 
to the GovernmeI1t Auditor, or to the Governor of the Federa
tion, or to the Registrar. For the executive and administrative 
work assigned to the Central. Banks as such, and conducted 
by the staff. controlled by the Central Banks, the Federation 
Auditors are not responsible. Their functions are strictly 
confined to the work of statutory audit. ap.d for this work they 
are specially trained. Incompetent men are weeded out by the 
Registrar, and would, if there was a separate Governor of the 
Federation, responsible to the Registrar, be dealt with by him. 
Subject as it is to check by the Government Auditor, and to a. 
somewhat jealous scrutiny on the part of the Central Bank, 
the work of a Federation Auditor must reach a high standard 
if it is to give satisfaction. Moreover, the work ofthe Federation 
and' of the Government Auditors is inspected by the Chief 
Auditor (who is bound to make a local examination of the audit 
of a certain number of primary societies in detail, in each 
Government Auditor's charge), by the Deputy Registrars, and by 
the Registrar. As might be expected, it is no easy matter to 
recruit an,d train men for the Federation audit staff; for the work 
involves constant touring in the villages,' and requires strength 
and health as well as integrity and intellectual ability. The 
future before the co-operative movement is, however, fraught 
with great possibilities, and a good career is already open to the 
right stamp of man. , ._ 

What are the qualifications which a Federation Audltor 
must possess? He need not necessarily know English, though 
if he is to rise l1.igh in the service of the Federation he will find 

• 
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that a knowledge of English is necessary .. Most Central Banks, 
for instance, prefer to employ a man who knows English. He 
should be }oung; for if, ,by hard and zealous work, he; 
-contributes to the success of the co-operative movement he wilL 
find' that the people whom he helps and benefits, will be gratefut 
to him. He must be intelligent" enough to study local problems. 
and conditions and to study the interests of the people who pay, . 
bim, that is to say of co-operators. He must be patient,. 
upright, and steadfast ; and he must.be content to live on his· 
salary and not corrupt those with whom he works bor allow 
them to corrupt him. The first quality a Federation Auditor 
must possess is character. 

Now, as a rule, Federation servants. either cannot look or 
do not take the trouble to look beyond" the daily round, the' 
-common task." Not that these furnish aU that they ask for-,. 
far from it. Promotion, they think, _is simply a matter of time';' 
the mango ripens on the tree, the salary should increase 
automatically. But in the business of co-operation. it is very 
necessary to take a strictly ,business view ofmeriJ:.. Let us, for 
instance, take the case of an audit circle. In size such 
a circle is from about 70 to 100 villages, varying according 
to local conditions; it is, at any rate, a very considerable 
tract of country. To thecirc1e is' posted a Federation 
Auditor without the qualities required of a co-operative worker. 
The societies remains dull, uninstructed, lifeless; ,'f borroWing" 
societies they are, and nothing else. The Auditor points out, 
in an apathetic way, all the defects which the societies exhibit. 
He then considers that he has done his duty, and although the 
societies fail to make progress and regard the visits of the 
Auditor as a nuisance, he expects promotion. and is pained and 
surprised because he does not get it. The inspecting authorities 
(if they are 'Worth anything at all) notice the :stagnation in the 
drcle, and they change the Federation Auditor. The new man 
has sympathy, energy, and that desire for knOWledge which 
is characteristic of the business intellect. He gets into'touch 
with the societies, teaches and exhorts without stopping, and 
learns the needs of the locality. Being a good judge of men· 
he gets rapidly into touch with the leading members of the 
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societies an~ is wise enough to use them and work through. 
them. The societi~s improve, thrift increases, mutual supervision 
becomes' a reality and not a farce. The societies begin to
clamour for improved seed and to take a keen interest in the 
demonstration work of the Agricultural Department. The 
inspecting authorities note the results obtained, and they mark 
down the Auditor as a valuable servant.. In the management 
of co-operative business it is fatal to ladle out promotion without 
strict attention to worth. It is not sufficient to say" B, it is
true, is a far more valuable servant than A but there is nothing 
against A. 'Therefore, promotion must go to A because he is
th~ senior man." The point is (and it is to this outlook that 
the Directors of Central Banks and others must adjust their 
view) that B is worth more salary than A because he obtains 
results which A cannot obtain. In other words, B is the better 
man. 

It is of very great importance that it should become known 
that the service of the Federation offers a career to talent~ 
and quick promotion to men of real ability. Otherwise, the 
Federation staff will be of inferior material. 

Audit oj Primary Societies. 
The audit of a primary wciety, . and indeed of' any 

co-operatIve institution must be made at its registered' head
quarters. If audit is to include a searching inspe.ction as many 
members of a primary society as possible must be in attendance. 
Auditors are absolutely prohibited from summoning t~e 

members of primary societies away from their villages, and the 
account books and registers are not to be removed from the 
custody of the Secretary. A formal paper audit serves no
practical purpose. Local information is what is wanted and 
this can only be obtained by enquiries made ~ the villag~ 
itself. 

All Auditors are supplied with a prinfed form containing 
questions which they are expected to answer fully and 
intelligently. The trend of these questions will be apparent 
to readers who have studied the preceding portion of this 
book. The questions are given below. 
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Preliminary. 

I. What is the area to :which the society's operations 
~xtend? And is this area restricted in accordance' with the 
by-laws'? 

2. Has the$ociety Moharrir kept the books and accounts 
properly? What sum is in arrears (not paid into the Central 
Bank) on account of Federation subscriptions? 

Register oj Members and Haisiyat Register. 
3. ,Is the register of members property maintained? 
4. How many new members have joined since last audit ? 
5. Ha ve all new members been elected formally and paid 

their admission fees? 
6. Ha ve any members been expelled or withdrawn? If 

so, for what reasons? 
7.' Has the Haisiyat Register been properly maintained? 

.And is it kept up to date? 
8. Is the Haisiyat Register entered up by the Society 

Moharrir in a General Meeting of all the members of the society'? 
9. How many entries in the Haisiyat Register have you 

tested in detail and with what results? ' 

, Capital., 

10. What is the capital of th'e society and how is' it raised ? 
What is the credit limit fixed for the society by the Central 
Bank? 

II. Is there any prescribed limit to the capital? If so. 
has the limit been exceeded ? ' 

12. Have repayments on account of principal and iDterest 
been punctually made? 

13· Are the borrowing powers of the society duly fixed 
by the members in general meeting? Have these powers be.en 
-exceeded? 

Rokar (Cash Book). 

14. Does the opening,1?alance of the present audit agree 
with the closing balance of last audit? 

15. Is the daily balance signed by the Secretary ? 
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'16. Have you checked all items of receipts and 
expenditure with, subsidiary accounts and vouchers? If not~ 
why not? 

Khatas (Ledger). 
17. Have you traced all the entries to ~he Rokar? 
18. Are credits and loans to individual members granted 

only after full consideration by all the members assembled in 
General Meeting ? . ~ 

19. Are there, any overdue loans? If so attach a list of 
these to the note and mention against each the date of the 
original advance an4 the prospects of recovery as far as can be 
ascertained. . ' 

2 o. Is the purpose of each loan duly recorded? 
21. Are repayment kists fixed with reference to the 

purpose of loans ? 
22. Have any loans been JI?-isapplied? If so, what action 

has been taken? 

. Deposits and Loans taken by the Society. 
23. What is the amount of tlie deposits made by 

(a) me~bers, and (b) non-members? Is the society allowed 
to accept deposits from non-members? 

24. Have you scrutinized the Pass Books of the members 
present and found that the deposits and withdrawals are 
properly accounted for in the Rokar? 

. Proceedings Books. 
25. Are the minute books properly written and meetings 

regularly held and attended? 
26. Are credit limits for each member fixed and are the 

purposes for which loans are granted duly considered an<;l 
sanctioned by the members in General Meeting? And does the 
Panthayat, within such limits, subsequently carry out the 
duties of supervision and careful scrutiny imposed on it by 
by-law? 

General. 

27. Have you verified the Cash 
cash in hand and found it correct ? 

Book balances with H.e 
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28. Have you explained the meaning and import~nceof 
the Reserve Fund? 

29. What is the amount oLthe Reserve Fund? 
30. What rate of interest does the society pay on loans 

and deposits ?' 
31. Is the working capital of the society sufficient for the 

legitimate needs d its members? If not, what steps does the 
society propose to take to find sufficient capital? 

32. Was the Annual General Meeting held and were the 
Panchayat and office bearers duly elected? 

33. Have you explained the society's by-laws to the 
membels? 

34. Has the society a- copy of the Co-operative Societies 
Act? Ha ve you explained the important sections in the Act 
and the " dispute ". procedure to the society? 

35. Has the society a copy of the Registrar's Vernacular 
Circular,s? Do the members understand the Circulars? .-If 
not, have you carefully explained them? 

36. Are the accounts on the whole well, punctually, and 
correctl y kept ? 

37. Is the management efficient? 
38. Have the defects poil1:ted out in the last audit. note 

been remedied? , 
39. Ale there any remarkable ~r unusual matters to bring 

to the Registrar's notice? 
N,ote I.-Statement No.2 appended to the Audit Note is .. 

to summarise all receipts and disbursements for the co-opera
tive year to which the Profit and Loss Statement and :the 
Ba]ance Sheet relate. It should not be prepared for the broken 
period mnning from the date of the last audit to the date 
of the cunent audit. Receipts and disbursements must be 
abstracted from the Cash Book in order to compile the State
ment. There is no Government money employed iIi loans to 
co-operative institutions in the Central Provinces and Berar 
and primary societies have no share capital. In the case of 

- -------------------------:------'---

• See rules 25-33 of the rules made by the Administration under section 43 (2) (I) 
of the Act. (Appendix IV). 
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primary societies, therefore, serial items Nos. 2 and 6 on the 
If Receipts" side and items Nos. I, 6, 7 and 9 on the "Dis~ 
bursements II side 'will be blank. 

Note 2.-. Statement NO.5 is to contain an abstract of the 
entries in the Cash Book from the preceding 1st of July to the 
date of the current audit. 

Note 3.-Statement NO.7 is an abstract of the Haisiyat 
Register. The value of land held in non-transferable right is 
not to be included in serial item No. 5 on the U Assets" side 
and in dealing with item No. 7 on the .. Assets" side the 
greatest care should-be taken to avoid enquiries of an 
inquisitorial nature. Serial item No.6 is instructive as back
ward villages very frequently have no carts at all, and the 
number of carts in a village -is often a very useful guide to its 
economic condition. The main purpose of this Statement is 
to ascertain whether co-operative credit is increasing the 
mate~ prosperity of the members of the society or is merely 
adding to their indebtedness. 

Note 4.-The Auditor is required to distinguish between 
debts which are (a) good, (b) doubtful, and (c) bad. 

Note 5.-On completion of the audit a certificate is to be 
furnished in the following form:-

AUDIT CERTIFICATE. 

I certify that I have this day completed the local audit of 
______ Tahsil. District. 
the accounts of the Bad Limilttl. No. ___ _ 

Societ11 Limited 
J' Uolimiled 

The certificate of regisfration is correct and in order and is held . ' 

by the C) ~:!}' and business has been transacted with fair

ness, legality and honesty. 
The accounts for the period to 

----have been scrutinized in detail, 

• In the blank circle enter capital A, B, C, D or E. 
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'Corrected where necessary, and left in' clear order and up to 
date. 

Th Bank· 
e~lS 

f 
A-(Very good.) 
B-(Good.) 
C-(Fair.) 

, D-(Bad and unco-operative.) 
E~(Financially dangerous.) 

(Sl:gnature) ____ .....--; __ _ 

Dated 191 

Brief reasons for class allotted (The A uditoY should be clea, 
and brief.) 

Brief remarks by the Circle Officer (The Circle Officer should 
he brief and to the point.) 

From the jnformation contained in the audit fnote an 
abstract is entered on the x:everse of the audit certificate thus :-

BALANCE SHEET AS ON 30TH JUNE 191 

LIABILITIES. 

Central Bank's loans 
Deposits of members 
Interest due on :
LOtI .... ,,11 deposils 

OIlier ileJfP 
Reserve Fund 
Pr06t and Loss account :
Pro{il up 10 30-6-19 • 
Profi'/or 19 -19 
C.rruillo reservll 

Total Liabilities .. 

(Registrar's Form NO.3.) 

Rs. 
ASSBTS. 

Loans outstanding 
Interest outstanding 
Investment % of :-' 

, Reserve IVIIIl, 
Other IIIfS/ls 

Other items 

Cash Balance 

Total Assets 

Rs. 

ASSETS AND LIABILITIES OF THE-SOCIE"Y ON 191 

(Registrar's Form NO.7). 
AssBTS. LIABILITIES. 

Value of landed property .. 
Other assets 

Total 

Rs. 
Debts due to society 
Ontside debts 

Total 

Registrar'S Office note regar,bng compliance by the Society 
with the Audit Note. 
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The 'classification of societies is a most difficult matter -and 
the general tendency is to underclass. For instance~ if a society 
has had bad crops and has for that reason been unpunctual 
in repayment it does not follow that it is either unsound or bad 
from the co-operative point of view. Erroneous classification 
is generally due to lack of local knowledge; for lack of local 
knowledge ,is resp,onsible for a want of confidence on the part 
of those responsible for superVIsion and audit. The tests to
apply to co-operative efficiency are roughly as follows. A 
progressive society must show:-

(a) increasing deposits by members; . 
(b) increasing reserve fundS'; 
(e) profitable use of money borrowed, as betokened' by 

increased assets ; 
(d) diminishing outside debts; 
(e) punctuality in repayment; 
(f) a full sense of mutual responsibility; 
(g) full mutual knowledge ; 
(h) an intelligent understanding of the main principles. 

as set forth in the leaflet described in the. Chapter 
on Primary Societies and pasted in each member's. 
Pass Boo k ; and 

(i) mutual control and keen interest on the part of all 
the members. 

Societies must be given to understand that failure to 
progress in co-operative efficiency will result in a loss of prestige 
and, therefore, of credit. 

All audit notes pass through the hands of the Government 
Auditor responsible for the District in which the society is. 

'- situated and are submitted to the Deputy Registrar in charge 
of the territorial Division. 

As regards the, submission, and disposal of the audit notes of . 
primary societies the following procedure is observed :-

(a) The Auditor prepares or causes to be prepared two 
copies of the audit note in Vernacular. 

(b) He sends one copy of the 'note and the audit certi
ficate to the Deputy Registrar. 
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(c) The Deputy Registrar passes orders on the audit 
note and returns it to the Auditor and keeps the
audit certificate with him. The Deputy Registrar 
has thus a pending file of audit certificates the
reduction of which is one of his principal duties~ 

(d) The Auditor enters the remarks of the Deputy 
Registrar on the second copy of the audit note
and then sends the complete note to the Central 
Bank for necessary actio:n. 

(e) The, Central Bank after necessary action has been 
taken returns the note to the Deputy Registrar 
thr~ugh the Auditor with a certificate of com
pliance. 

(f) The Deputy Registrar after satisfying himself that 
all is in order declar~s on the back of the audit 
certificate that audit is complete and their 
despatches the audit note and the certificate fo
the Registrar's office. 

(g) In the Registrar's office the necessary entries are
made in the register of statutoIY.. audit; and in 
the Provincial Bank office statistics are entered 
on record cards which are maintained in the
following form and cover a period of ten 
years :-

----------Co-Ope"atille Society'----------

BanA--------

Number of Members . -
Total Assets .. 
T otal Liabilities .. 
Reserve Fund .. 

embers' Deposits .. M 

Loa ns from Central 
Bank .. .. 

c lass of Society .. 

19 I 19 

Registel'ed No.---------

Datllo! Ctlrljficate------~- 19 

19 19 19 _ 

• . 
-



-4076 ACCOUNTS AND PROCEDURE. 

(h) Finally. the audit note is returned by the Registrar's 
office to the Central Bank through the Auditor. 
ThUS'. each Central Bank and each Government 
or 1:'ederation Auditor has a complete series of 
the audit notes prepared for primary -societies, 
while essential information regarding each societ'y 
has been abstracted and tabulated in the offices 
of the Registrar .and of the Provincial Bank. 
The audit certificate is filed on the society's 
permanent record. 

In order to keep in touch with the progress of annual audit, 
weekly returns are submitted to the Deputy Registrars by the 
Auditors and passed on by the Deputy Registrars to the Regis
irar. From the weekly returns the Chief Auditor prepares for 
the Registrar's information a monthly progress return of audit 
for the whole Province. 

The Audit oj Circle Unions oj Primary Societies. 

The books of each Circle Union must be audited once in a 
year. The Auditor must see that the List of Societies is correctly 
maintained; that new admissions are legally made; that 
-credit limits are properly 'fixed and not exceeded; that the 
voucher system has been intelligently used and that the 
Proceedings Book of the Circle Union and other records are 
maintained and the by-laws -observed. 

The Ledger of Loans must be checked from the Advice 
Notes of the transaction; recehred from Central Banks. A list 
()f overdue debts must be prepared. Interest on all loan accounts 
must be calculated and depited or credited as on the preceding 
,30th June, and the account.s must be left in clear order and 
up to date. 

The Unions make no profit. The necessary statements, 
"therefore, are (I) the Statement of Receipts and Disburse
ments, (2) the Balance Sheet, and (3) the list of overdue 
loans. 

The Audit Note and Audit Certificate are submitted in 
the same way as those of Prjmary Societies. 
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The Audit of Central Banks. 

The Central Banks are at present audited by the Govern
ment Auditors; and the following instructions issued by the 
Registrar will' be useful to Directors and others who make 
periodical in~pections:-

II I, Furnish information on the following points :_ 
(a) Name of the Bank, Tahsil, D~strict, date of registra

tion and date of audit; 
(b) the period covered by the audit.; 
(e) the amount of the authorised and of the working 

capital and the manner in which the latter has
been raised; 

(d) the area of the Bank's operations and the number
of societies financed. 

Review of last audit. 

. 2. See whether the defects pointed out in the last audit 
ha ve been remedied. • 

Register of Shares. 

3. See that the shares are properly entered in the Register 
of Sh ... reholders and that share certificates have issued. 

Register of Shareholders. 

4. See that the register is properly maintained, that 
members have been properly electedand that admission fees. 
and the amount of calls made have been duly paid. 

Cash Book. 

5 .. See that the opening balance. of the present period of 
audit agrees with the closing balance of the preceding period~ 
Also see that the totals have been correctly made every day. 
and the correct balances carried forward from day to day. 

6. State whether the daily cash balance is certified by the 
signature of the Secretary or other authorised officer of the 
Bank. 

7. Check all receipts on account of share payments and· 
entrance fees with the Register of Shareholders;·. all receipts. 
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on account of deposits with the depositors' accounts; all loans 
taken ~th their r:espective loan accounts; the sale proceeds 
<>f stock with the stock account. and all loans repaid by societies 
with the societies~ loan accounts. 

8. In all cases in which receipts cannot be traced in any 
register. the papers relating to them should be carefully scruti
nized and the receipts checked. 

9. Check loans and deposits repajd. with interest thereon, 
with the Ledger of Deposits; Loans to societies with the Ledger 
of Loans Advanced; dividend and bonus paid with reference 
to the Record of Dividends; stock bought with the Stock 
Account. and" Establishment and Contingencies" with papers 
relating to them and with the" paymept orders." 

10. For all "important items of disbursement. the receipts 
.obtained should be inspected and examined and defaced so that 
they cannot be produced to support a second charge. 

Abstract Registers oj Receipts and Disbursements. 
II. See that these are properly posted in the correct 

<:olumns and are maintained up to date. 

\ 

Ledger oj Loans Advanced. 
12. Check the calculations in each account throughout. 
13. See that every" entry on the receipt and payment 

side is supported by an entry in the Cash Book. _ 
14. Make a list of all overdue loans and note against each 

loan the prospect of recovery (as far as can be ascertained). and 
make also a list of all doubtful loans. 

15. Scrutinize the list 'of loans prepared as above at last 
audit, and if any item on that list is still outstanding, deal with 
the case in detail. 

16. See that all societies to which loans have been made 
are registered societies. 

17. Scrutinize the agreements, pro-notes, and vouchers, 
and check them with the books of accounts. 

18. Check (and state how many you check) a number of 
pass books and see whether the entries therein agree with the 
societies' ledger accounts~ 
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Ledger of. Deposits. 

19. Check the calculations of each account throughout 
and see whether payments of interest have been regularly made 
or capitalised, and the deposits formally renewed on due 
dates. 

20. See whether any deposits fell due for payment during 
the period cov.ered by the audit and whether· they were: 
punctually withdrawn or renewed. 

21. See that all receipts and disbursements entered in 
these Ledgers are supported by entries in the Cash Book. 

Reserve Fund Accounts. 

22. Is the Reserv~ FUl;ld properly xp,aintainyd in accord
ance with the provisions of the Act, the rules, and the by-laws 
of the Bank? See whether the Registrar's orders regarding 
the investment of Reserve Funds ha v~ been properly carried 
out. Also see whether the collections made on account. of the 
Reserve Funds of Societies have been promptly and fully remit
ted to the Provincial B~k for investment. 

23. See whether the Register of Reserve Funds is main
tained in accordance with the instructions, and check the 
entries in the Register with the Cash Book. 

Treasurer's Pass Book. 

24. See that all entfies in this book are properly supported 
by challans and cheques and are attested by the Treasurer, and 
that the book is kept in proper custody. 

Pass Books. 

25. Ascertain whether printed pass books ha ve been 
supplied to all societies, members of societies, and to depositors 
if fixed deposit receipts are not issued. Also see whether these 
pass books are kept up to d.3.te and written up regularly. 

Register of Promissory Notes. 
26. See that this Register is maintained and that all 

promissory notes are renewed in time. State the position of 
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the Central Bank's account with the Provincial Bank and 
whether the Centx:al Bank has met its obligations towards the
Provincial . Bank _ punctually or not. 

Record of Dividend. 

27. Check the calculations with reference to share pay
ments and see whether disbursements are properly acknowledged. 

Stock Register. 

28. See that this Register is maintained according tCt 
instructions. 

Proceedings Books. 

29. State whether the Proceedings Books are properly 
recorded and meetings are regularly held and properly attended. 
and whether proceedings are duly signed. 

30. Comment on any measure of special importance 
recorded in the Proceedings Book. 

Forms. 

31. Make sure that the Central Bank gives a sufficient 
supply of forms and books, etc., to the societies and that these
are paid for from Federation funds. 

·Federation Accounts. 

32. See whether the Federation subscriptions are properly 
realised in advance, and state the amount in arrears. Also
see whether the Abstract Register of the Federation, the Federa
tion Societies' Ledger, and the Provident Fund Register are 
properly maintained and posted from the Bank's Cash Book. 
Also see whether the Federation expenses are in keeping with. 
the local income. -

State whether the Bank's contribution to the permanent 
and indivisible fund of the Federatio~ is regularly and fully 
made. 

General. 

33. State whether the capital is sufficient and whether 
the Bank is prospering or decaying. 
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34. State whether Committee and other office bearers of 
the Bank have been properly elected and whether their duties 
have been properly allocated. State, -also,' whethc::r the 
committee members work collectively and whether members 
take an individual interest in the work of the Bank. 

35. State whether the working Committee meet regularly 
for the transaction of business, whether the accounts have 
been on the whole properly kept, whether applications for 
registration and for -loans are promptly dealt With, whether 
any such applications are pending, whether the instruction~ 
issued on the societies' audit notes are satisfactorily and prompt ... 
ly complied with and returned; and whether the paid stafl: 
is sufficient and efficient. . 

36. Append the following financial statements :-
(I) Receipts and. Disburse~ents for the last financial 

year ending the 30th June. . 
(2) Balance Sheet as on the last day of the financial year 

namely, the 30th June. 
(3) Profit and Loss Statement for the same period as 

for (I) and - (2). 
(4) Abstract of Cash Receipts. and Disbursements from 

the last 30th June t~ the date of auait." 
The Central Bank audit note is reC9rded in a blank register 

kept for the purpose. The Auditor forwards this to the Deputy 
Registrar in charge of the Circle together with an audit 
certificate in the same form as for Primary Societies. The 
Deputy Registrar forwards the audit note to the' Registrar with 
his remar ks. The Registrar then passes orders on any important 
points raised in the audit note. The Registrar's office then 
makes two copies of the audit note embodying the remarks of 
the Deputy Registrar and the Registrar. One copy is sent 
through the Peputy Commissioner of the District to the Central 
Bank concerned, and th(> other copy is filed in the Registrar's 
office for record. The original audit register is returned to the 
Government Auditor through the Deputy Registrar. 

From the copy of the audit note filed in the Registrar's 
office the Provincial Bank fills up record cards in the. form 
below. Each card covers a period of ten }lears. 

cs 31 -
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District REGISTERED No. __ 
----__ -'--Bank. Tahsil of 19--

Societies Financed •• Rural .. 
A _.l_ - -.1- Industrial 
B 

- [- - - - [-

e Others .. 
- - - - - -
D 

1;-1---1 
Working Capifal .. .. 
Share Capital (paid up) .. .. -Deposits held .. .. .. 
Loaus from Provincial Bank .. 
Other loans .. .. .. 

-
Reserve Fnn.;} .. .. .. 
Pro-notes held by Provincial Bank .. 

Behind the record card for each Central Bank are filed the 
record cards of the societies working under it. 

The A udit oj the Provincial Bank. 

The audit of the Provincial Bank is in the hands of a firm 
of regular Chartered Accountants' acting on behalf of the 
Registrar. The Auditors are appointed by the shareholders in 
their Annual General Meeting subject to the Registrar's approval. 

The Audit of the Central Provinces Federation of 
. Co-operative Banks. 

The accounts of the Federation are maintained partly by 
the Central Banks, and partly by the Provincial Bank. The 
Central Banks, as the authorised agents of the Governor of the 
Federation collect Federation subscriptions and disburse the 
salaries of Federation servants. The accounts maintained by 
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the Central Banks are audited by the Government Auditors. 
The Provincial Bank keeps only the head office accounts of the 
Federation, and these are audited by the Auditors of the 
Provincial Bank. 

Monthly Returns regarding Deposit Business and Increase of 
Share Capital. 

Central Banks, as we have already seen in the chapter 
dealing with them, submit monthly financial statements to the 
Governor of the Federation. These statements are carefully 
scrutinized by the Government or Federation Auditors, by the_ 
Deputy Registrars, and by the Provincial Bank. In addition, 
monthly returns are prepared by each Central Bank dealing 
with the deposit business for which it is responsible and" with 
the increase of its share capital. These returns are submitted 
to the Governor of the Federation and to the Registrar, and 
every care is taken to see that the Provincial Bank maintains 
the fluid resource necessary to provide for deposit liabilities 
as these accrue. Attention is also devoted to the 'proportion 
which paid up share capitals bear to liabilities incurred. The 
rule of the Federation is that no Co-operatjve Bank may borrow. 
whether in the shape of loa.ns or deposits, more than a sum 
equivalen~ to eight times its paid up share capital plus its reserve 
fund invested in approved securities outside its own business. 
As regards fluid 'resource the standard. maintained by the Pro
vincial Bank is one-third of the total deposits falling due for 
repayment throughout the Provinces during the succeeding 
twelve months. An addit~onal safeguard is provided by the 
quarterly financial returns prepared by the Registrar and 
submitted to the Local Administration. These returns deal 
with the financial position f>f the movement as a whole. The 
Registrar is also. respGnsible for the preparation of complete 
statistical statements every year. These statements deal with 
the twelve months ending the 30th of June, are· appended to 
the Registrar's annual report on the working;of the Co-operative 
Banks and Societies in the Central Provinces and Berar, and are 
forwarded by the Local Admini~~ration, with a Resolution on 
the report, to the Government of India. 
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CIRCULAR_ INSTRUCTIONS ISSUED BY THE REGISTRAR. 

REGISTRAR'S MEMORANDUM No. :r OF 19II. 

Duties 0/ Auditors. 

Auditors constantly " point out to the Secretary JJ or " advise the mem
ber~ JJ that such and such a procedure is wrong and such an entry has been 
omitted. This is insufficient. It is'an Auditor's duty not only to critidize 
but aiso to put t~gs right himself, not merely to find fault, but to help. 

~EGISTRAR'S MEMORANDUM ~O. :2 OF 19II• 

Duties 0/ Auditors. 

The exact duties and functions of a co-operative Auditor. cannot be 
precisely defined. They certainly extend far beyond the meie audit of 
accounts. A co-operative Auditor is not to be a mere official but, he is to 
be; in the truest sense, the friend of the people, and it is necessary thathe 
~hould be on the most cordial terms possible with them. Unless he places a 
very high ideal before him he cannot expect to exercise a stimulating 
influence upon others. An Auditor is employed not merely to give orders 'but 
to get things done. • . . . 

All Auditors are expected to pass an exammation set by.i'tJ.e Registrar. . • and are liable to be called .up for examination or re-examina!ion at any time. 
Failure to vass may mean stoppage of promotion, while pffi"sistent failure will 
entail removal from the service. 

CIRCULAR No. I OF 1912. 

(Enforcement 01 prior daims under Section 19 01 the Co-operative Societies 'Act. 

No. II of '1912.) 

When property bought vdth money lent by a Society, or crops for which 
it has advanced money or seeq, are attached, the Society must enter and prove 
its claim under clauses 58 and 59 of Order XXI of the First Sched1?1e.in the 
Code of Civil Procedure. If this claim is rejected, it can file a regular suit 
under clause 63 ibid, and, if nece:isary, file an appeal on that. If the claim is 
llpheld, the property will either be (a) freed from attachment, or (b) sold under 
or free from the charge as the Soci~ may agree, according to Section. 73.of 
the Code of Civil Procedure. 
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It is incumbent on the Society to prove its claim or its right to object by 
showing, firstly, that it has lent inone}~ to the judgment-debtor and, secondly, 
that this money waS spent in buying the cattle or implements, etc~, under 
attachment. It is not enough merely to state the claim. Only when proved 
can the claim rank before those of other creditors by virtue of Section 19 of the 
Co-operative Societies Act. 

The Society would ge~erally be well advised to. consent to sale by the 
Court free of the charge and then to obtain payment from the sale-proceeds in 
priority to other creditors. 

~ 

REGISTRAR'S MEMORANDUM No. a: OF 1912. 

Equalisation of Dividend. 

For the purpose of equalisation of dividend, that is to say to make dividend 
up to an even figur~ in years when business is poor, a' fund should be created'~ 
and to this fund a certain portion of the profits, after providing for reserve', 
should be illotteci every year. It is a well-known. rule 'of banking practice thai 
dividend should be even and that it should never be allowed to fall below the 
figure Of the pr;vious year. It\', therefore, essential that young Banks should 
start their career with a very small and modest dividend to shareholders. If 
a Bank starts off by paying nig,e per cent. it is extremely unlikely that it will 
be able to continue to pay such a dividend in bad years, because no provision 
will have been made for th1 contingency fund; and in bad years profits will 
be small and will require adding to in order to equalise dividend. . It must be 
remembered that we are not establishing Banks to last for a . few years only 
bub to last for ever. Permanent growth and stability will never be gained 
except. by lIl;thods of prudenc~ and foresight, and the same q,ualities tIiat 
have made ~or succe~s in the management of other business concerns can 
:alone be looked to f<Jr the successful issue of the co-operative movement. 

REGISTRAR'S MEMORANDUM No. '2 OF 1912, 

Preparation 01 Annual Returns. 

Central Ba'hks should endeavour to dispense with official assistance in the 
preparation of their Annual Statements and Returns. It ~ the duty of a 
Central Bank to supervise the rural societies with which it is connected.; and 
this supervision should extend t.o the keeping of acco~ts and the submission 
of returns. It must be remembered that Central Banks are profit making 
concerns managed on busines; principles and constituted on lines that are 
intended to be as far as possible self-governing. It is clear, <therefore; that 
a business concern distributing profits to its shareholders has no right to expect 
executive assistance from Government free 0.£ charge. It is the task of Go'vern- ~ 
ment to point out the correct route to success, to give expert supervision, and 
to assist in the creation of a spirit of independent self-help. But Government 
cannot do the work of CentralBariks for them. 
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CIRCULAR No. II OF 1912. 

(Advance of money by the Cent,al Banks to thei, Constituent Societies 10' thfJ 
repayment 01 the old debts 01 thei, members.) 

The business of advancing money for the repayment of old debts is still 
insufficiently understood by Central Banks, and the Registrar hopes that the 
following instructions will prc;>ve useful:-

I. No Society should be fonned for the express and sole purpose of paying 
off old debts in mass. The main object of co-operative banking is to bring 
capital into brisk circulation and to increase the earning power of the people 
by teaching them to make better and more frequent use of their money. This 
object can best be achieved by the employment of loans in productive work: 
the loan with interest to be paid back out of profits, and the borrower left. by 
the prodUft of his loan, better off than he was before. Such productive loans 
are generally for sho.'" terms, they must result in brisk circulation, and they 
assist co-operative banking by keeping assets liquid. 

2. Short tenn loans for productive purposes can. with safety, be granted. 
to Societies on the strength of unlimited liability, and to individual members of 
such Societies on personal security. But safety disappears unless Central 
Banks carefully supervise the Societies working under them and unless the 
members of Societies exerdse that mutual check which ensures that loans. 
are not misapplied and that the dealings of every member 'with his Society are 
honest. Moreover, very powerful reasons must be required for failure t() 
observe strict punctuality in repayment, and, in addition, it must be impressed 
on all Societies that it is their duty to repay and not the duty of the Central 
Bank to send and collect. ' 

3. Short term loans for the relief of slight indebtedness can, generally, be 
given with safety on personal security. But, even in the case of such loans, a 
careful scrutiny of the borrower's resources is necessary. The question to be 
decided in each case is this: "Is the borrower's income large enough and 
secure enough to justify the expectation that he will be able to meet his ordin~ry 
expenses and pay interest charges and instalments of principal? " 

4. 'Long term loans cannot, as a IUle, be safely granted on mere personal 
security. There is always a grave risk of loss involved in such loans. The 
borrower may die without estate and without heirs, he may change his abode, 
his character may alter, his land may go from him. A thousand things may 
happen anyone of which would result in loss of money if not to the Central 
Bank at any rate to members of the' Society of which the defaulter is a member. 
The furnishing of sureties and real security may, with absolute propriety, be 
insisted on before granting any loan the repayment of which is to. extend over 
a tenn of years. Even so, great care must be exercised in approving suretieS 
and in making a very moderate valuation of real security, and, in almost every 
case, a Central Bank should gam practical business experience of a Society 
hefore undertaking to grant it long tenn loans. 
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5. Above all, it must be remembered that there is but one safe rule which 
can be laid down and universally applied by Banks and Societies, and that is 
•• Lend no money about the recovery of which there is room for doubt." 

CIRCULAR No. III OF 1912. 

(Admission 0/ minors to the benefits 0/ a Co-operative Society.) 

In cases in which it is considered necessary to admit minors to the benefits 
of a Co-operative Society it must be clearly understood that they cannot 
possibly be admitted as members. The proper course is to make the guardian 
a member and to enter up the guardian as II A " guardian of .. B." But in the 
matter of advancing money supposed to be borrowed on behalf of minors great 
discretion is necessary. The safest rule to adopt is to take the guardian's 
credit alone into consideration and to consider whether the whole of the sum 
advanced could be recovered from the guardian's separate estate if necessary. 
This precaution will, in no way"deter an honest guardian, whose intentions as 
regards his ward are above suspicion, from making use of the benefits of the 
Society on behalf of his ward. It must be remembered that no legal claim for 
money advanced directly to a minor can be made. In any case where there 
is doubt as to the sufficiency of the guardian's security for-money borrowed 
by him on behalf of a minor, additional sureties or real security may be quite 
reasonably insisted upon. 

CIRCULAR No. IV OF 1912. 

(E~lusion 0/ value o/land/rom the statemettt 0/ assets and liabilities.) 

The Registrar notes that when forwarding apRlications for registration, the 
total assets given in column II (of the statement of assets and liabilities) some
times include the value of land. The value of land should be omitted from this 
column. All that is required is the total of columns 8, 9 and 10; and as regards 
and details of right, area and rent or revenue are to be entered up in column 7. 

CIRCULAR No. V OF 1912. 

(Importance 0/ encouraging local deposits in Co-operative Societies.) 

The Registrar desires to invite attention to the extreme importance of 
encouraging local deposits. The very best guarantee fot the soulid working 
and control of Co-operative Credit Societies is the fact that members themselves 
have contributed substantial amounts to working capital in the shape of 
savings deposits.- It must be remembered that these deposits remain with the 
Societies and are under the direct supervision of the members. It is not 
enough to lay down that small compulsory deposits shall be made. Credit 
must be regulated by the extent to which Societies show an inclination to 
practise thrift ; and this inclination can best be measured by an increase in the 
amount of savings deposits. This point cannot be too strongly insisted upon. 
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~tid all Directors ~nd Secretaries are urged. to exert themselves to encourage 
and obtain local 'deposits. <" _ 

These remarks apply to Central Banks as well as to Credit Societies and all 
other- Co-operative Institutions. The matter is an extremely' urgent and· 

. important one and the Registrar trusts that all Directors and Secretaries will 
co-operate with him in securing large and steady increases in the amount of 
deposits. It must be remembered. that too free a use of borrowed money is 
apt to lead to carelessness in management and mutual supervision. 

REGISTRAR'S MEMORANDUM NO.1 OF 1913. To ALL AUDITORS. 

Education in Co-operation. 

I want you to remember that it. is far more important to pay careful 
attention "to existing societies than to press for expansion before you have' 
seen and attended to the wants of existing societies. In particular, I do not 
think that you pay sufficient attentioIi to the co-operative education of mem-

\ 

bers. They must be taught the real meaning of the reserve fund and they 
must be made to understand that if is to the growth of the reserve fund and 
the annual. income from the reserve fund that they must look for gradual 
reduction of interest on their loans. Secondly, it is most important that 
members should understand that loans once granted are not to be lost sight 
of; that the uses to which money is put must be carefully observed and effort 
must always be made to make money productive. Once more, our purpose 
is not to plunge people deeper into debt but to give them the necessary capital 
with which to improve their status and im.rease their assets, for all money taken 
is intended to be made profitable use of. There must not only be confidence 
between members but there must also be mutual supervision between members. 

Next, you must impress upon the people that no effort must be spared 
to repay money punctually according to the terms agreed on. If members 
are slack in this respect and too indulgent to each other the movement cannot 
progress satisfactorily. The rule should be that the borrower is to have time 
to repay out of his profits. If profits do nof accrue for reasons entirely beyond 
the borrower's control then postponement can rightly be given provided 
always that the interest is paid up. But if profits do accrue, there must on 
no account be any failure to repay the money according to agreement. 

Next, I want you to impress upon members th~t if a man is worthy of 
confidence and trust at all he is worth financing properly. For instance, if a 
.man wants a pair of bullocks it is useless to advance him a sum which will only 
purchase diseased bullocks. If the man is to have bullocks at all by far the 
safest course is to supply him the best and healthiest bullocks available. 

Next, I find that members do not understand what they should do as 
regards the fixation of kists. Here the rule should be (as stated before) that 
the money should be repaid out of the profits resulting from the loan and that 
due regard must be had to the continuance of the object achieved by the loan. 
Take for instance a loan for seed. This should be repa~d out of the crop ~hich 



REGISTRAR'S· tNSTRUCTIONS. 489 

is grown fmm the seed and should on no account be allowed to remain over as a 
charge on succeeding harvests. The security for the seed is the crop produced 
from it, and that security should not be allo~4 to disappear until the loan 
for seed has been repaid. Then, again, fake the case of a loan for bullocks. 
Here we cannot expect the whole sum to be repaid iIi one kist ; two or three 
kists may be fixed but the member should on no.account be allowed to sell the 

.. bullocks which are the security for the loan until. he has paid back the money 
borrowed for their purchase. Loans fOf-unproductive purposes should be.cut 
down to the lowest figure possi51e with a view to protecting members from 
useless and extravagant expenditure'. Loans for marriages may be given, but 
the marriage expenses should be as small as they can possibly be made ; and 
societies should be taught to protect the economic interests 01 theitmembers 
in this respect. 

Next, you must always take care to point out the value of thrift deposits 
and dwell on the fact that it is far better to allow your money to earli interest 
for you than to allow it to lie idle in the ground. Members can keep. theirmYn -

. savings deposits with· their societies and thus employ them under their own 
supervision; or, if they prefer it, they can lodge their savings with the Central 
Bank. Societies, moreover, must be taught that it is the duty of all members 
to fix each other's credit in general meeting. Members can then be granted 
Joans within .their respective credits but it must always be un.dersto04 that 
the Sirpanch and Secretary may, for really good reason, stop a member:'s credit 
provided they at once call a general meeting and explain and justify their 
action to all the members.with ,whom the ultimate decision. rests. _ 

Lastly, you should, spare no pains to impress upon societies the higher 
aspects of the movement. You should show them how these societies will 
steadily grow in importance and resources.. You should show them that 
money put to productive purposes mu!!t result in the increase of the wealth 
and assets of members ; and increase of wealth means increase in comfort and 
better living. Members must'not only work for themselves but for each other 
and for the future welfare and prosperity of their child,ren. A society-once 
established is not intended to be a temporary institution but is supposed to 
last for ever and to grow steadily. I find from my inspections that there is 
still much to be done in the way of educating the members of societies on these 
very important points; and I trust that you will spare no pains to advance the 
cause of co-operationby patiently talking to members and explaining these 
important matters, very clearly to them. Unless we realise, and unless Centrat 
Banks realise, that the main object of the movement is to teach societies co
operative principles al\d to make them self-contained self-governing bodies, 
we are bound to fail. It is useless having hundreds of weak societies; and 
I shall be far more satisfied if, during my inspections, I find that societies are 
making real co-operative progress than if I find that expansion has merely 
resulted in the creation of a large. number of weak societies ignorant of the 
principles of co-operation and wholly unable to control their own affairs on 
safe and sound lines. 
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CIRCULAR No. I OF 19.13. 

(Subject :-Mortgage by memb!rs 01 Co-operatiVe Societies 01 their transferable 
interests.) 

It seems necessary to explain what the policy should be as regards the 
mortgage b~ members of Co-operative Societies of their transferable interests in 
houses and land and immovable property of all descriptions. It is dangerous 
for any Central Bank to rely on mortgage security, simply because in the event 
of realisation being necessary the position of the Central Bank will be an 
extremely difficult one. The full value of property is very seldom realised 
when the ~ale is a forced one; and it is very hard to value accurately the 
property which is to be mortgaged. Central Banks are, therefore, warned 
agaiJ)st placing too much reliance upon mortgage security. 

2. But! where members have transferable interests and these can be 
mortgaged to their own societies in order to reinforce and strengthen the joint 
unlimited liability which is the main security offered to Central Banks, then 
Central Banks would be well advised to encourage such mortgages, it being 
understood that mortgage security is collateral only to the security offered by 
joint unlimited liability and by sureties. 

3. 'Nhere members have transferable rights they, in fact, protect them
selves by making over such rights to their society; for they make it difficult 
for themselves to raise money on their immovable property except from their 
society. ¥oreover, should a member decide to raise money on the strength 
of· his land or houses from an outside moneylender, he would first have t() 
inform the society of his intention and obtain cancellation of the mortgage 
bond and this would certainly make for the protection of the society's 
interests. 

CIRCULAR No. 11 OF 1913. 

(Subject :-Inspection and taking copies 01 records 01 rights and papers (kePi by 
Palwaris) by Co-operative Societies and members 01 societies intereste4 
therein.) 

The following extracts from the Central Provinces Land Revenue Act 
(XVIII of 1881) and the Patwari Rules are -reproduced for general informa-
tion :-

• • • • • • 
Section 147-Patwaris shall produce at all reasonable times, for the 

I'atwaris to Jlroduce 
papers for inspection. and 
to allow copies to be 
made. 

inspection of all persons interested therein, all records 
and papers which they are so required to prepare or 
keep, and. shall allow such persons to make copies 
of such records and paperS. 
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Rule CIII.-The Patwari shall allow anyone interested to inspect his. 
records in his presence, and to take notes of the same, and he' 
shall, if required, give an extract. of any portion directly
affecting his rights to any applicant' whose nam~ is therei!l 
recorded on being provided by the applicant with paper for 
the pUrpose. 

NO'e.-By the Government of India's Notification No. 316, dated the 18th January 
1889, copies of extracts certified by Patwaris. to be true copies "f or true 
extracts from records or papers which they are required to prepare or keep by 
any rule made by the Chief Commissioner under Section 146 of the Central 
Provinces Land Revenue Act are exempt from stamp duty. . 

CIRCULAR No. III OF 1913 '(REVISED). 

(Subject :--Control 0/ Bank and Federation Staff.) 

Some confuSIon still appears to exist with regard to the Federation staff. 
Under the Fe~ration by-laws every salaried servant (excepting those on the 

-menial staff on less than Rs. 10 per mensem) . working under the control pf a 
Central Bank. is bound to obtain the Gove.nior's license to work. It follows, 
therefore, that all servants of Central Banks are Federation servants, nOo 
matter whether their salaries be paid by Central Banks or by the Societies under 
them. The Federation staff working under a Central Bank_.consists of (a) 
Bank staff proper, that is to sa'y, Manager, Inspector, Accountant,.etc., etc.~ 
and (b) Societies' staff, viz., Federation Auditors and Society Moharrirs. The 
Bank staff is paid from the income which a Cehtral Bank earns; and not from 
the Federation subscriptions which Societies pay. The Bank staff is appointed 
by and dismissed by the Directors of the Central Bank, subject, o~ course, to
the Governor's licensing powers, and is thus under the discipline and control 
of the Central Bank. Federation Auditors are, on the other hand, licensed 
by the Registrar and app()inted and dismissed by the Governor of the Federa
tion. They are paid out of the subscriptions contributed by Societies. 
Society Moharrirsare, however, in the same position as members of the 
Bank staff proper, except for the fact that their salaries are paid out of the 
subscriptions of Societies. 

2. Government is maintaining its responsibility for the control of audit. 
The Registrar's power to delegate authority to audit to any competent person 
is vested in him by law; and \ln1;il Federation Auditors have been properly
trained and taught, it will be impossible to delegate independent powers to.' 
them. Moreover, all Central Banks have not yet worked up to the minimum 
scale of one Federation Auditor and two Society Moharrirs for every circle of. 
IOO Societies. That, however, is the minimum scale in view, and Central 
Banks should keep it carefully in mind and see that it is worked up to without 
unnecessary delay. 

3. Directors of Central Banks are particularly requested to see that 
their touring servants maintain proper diaries showing'the work they do. 
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The diaries of Federation Auditors will go to the Government Circle Auditor • 
.Federation Auditors should work on definite tour programmes-arranged by 
the Government Auditor and the Honorary Secretary of the Central Bank in 
-consultation. All diaries kept by members of the staff under Central Banks 
will, in the fitst instance, go to the Honorary Secretary for orders and then to 
the G~vernment Circle Auditor for information. 

4. It is not to be understood that the maintenance of diaries does away 
"With the submission, when necessary, to Central Banks by their staff, of separate 
Teeorts dealing wi.th any matter of special interest. If any case of defalcation 
is detected, an urgent report should be immediately submitted to the officer 
-to whom the Federation servant submits his diary, that is to say, a Federation 
Auditor will report cases of defalcation to the Government Circle Auditor 
-direct, while other Federation servants will submit their reports to the Honorary 
.secretaries of Central Banks. 

5. Society Moharrirs should keep their diaries in the same form in which 
Patwaris keep theirs. The variouS entries under different dates should be 
.signed or initialled by the Sirpanch of the Society visited, or by the Director 
in charge of the Circle, or by the Federation or Circle Auditor, in -token of the 
-correctness of the entries made. When preparing monthly salary bills, 
-diaries should be carefully inspected in order to see that honest work has been 
·~one. 

- 6. Federation Auditors should maintain their diaries in the same form 
.as that Used by Revenue Inspectors, and these diaries should be carefully 
;scrutinized when monthly salary bills are prepared. It is requested that if 
these orders are incomplete in any way, a reference may at once be made to 
"the Registrar. 

REGISTRAR'S MEMORANDUM No. 2 OF I913. 

I mportanu 9/ prop~ accounts. 

The grant of an Audit Certificate is not to be easily made.. It is the clear 
.duty of the Central Bank to see that all the accounts of its constituent societies 
.are properly kept ; and I insist on this duty being efficiently carried out. 
-Central Banks must clearly understand that I place safety and effective control 
.and supervision of societies above all other considerations. Unless a Central 
Bank's control is really efficient tJlere is no excuse for the existence of the 
-central Bank. If, then, I find that audit certificates cannot be granted· by 
Auditors because Central Banks have failed in their duty I have to deal with 
the Central Banks and see that they mend their ways. We must have a reason
.ably high standard of work in this vital matter of accounts. To be slipshod 
.and careless must be, in the end, ruinous to all concerned. 

There appears to be some misapprehension regarding the duties of Govern
ment in this matter of account keeping. I will, therefore, try and make the 
position clear. It is not for Government to provide men to go round and 
~\Tite up the accounts of societies. I know that Auditors have had to write 
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up accounts in the past. But this can now no longer be done; at ocst, such a. 
procedure is a mockery of .. Self-help." Societies cannot, as a rule, keep
their accounts properly. Therefore men must be provided fo~, the service ~r 
societies, and societies must pay for this service. Hence our Society Moharrirs~ 
A sufficient and well-trained staff of Federation men is indispensable .. These
men want supervision. They get it (i) from the Central Bank, (ii) from the
Registrar and his staff. For supervision Central Banks must, no less tha~ 
Government, maintain a good staff of men. But tho': Government staff is there 
to exercise guidance and general control and not to execute every. detaiL 
The Central Bank staff is there to see that the wants of societies are promptly 
attended to, and to do all the necessary routine business involved. in the
working of a Central Bank. The Cent~l Bank makes profits for its shareholders
and is a paying concern. But Government pays for the Registrar and his. 
staff out of the public pmse, the sole justification for the charge on the tax~ 
payer being the benefits which the country as (I whol.e is reaping from the
co-operative movement. Now these benefits have their 9rigin in one thing .. 
and one thing only. If that thing be absent then co-operative credit is merely· 
so much poison to the manhood and strength of the people obtaining it. This. 
vitally necessary thing is .. self-help," the desire to make an nonest effort t<>_ 
pay full value for benefits obtained, to work for results. It is the strengthening
of moral fibre and the development of character and capacity which are the· 
main aims of the co-operative movement. Some obstinate and ignorant people
wiII, I fear, never understand the movement simply l:!ecause they are to<> 
stupid to be able to see beyond the narrow horizon of" cheap money.'~ 
.. Cheap money" is obtainab]e only if self-help be exhibited; the greater the
personal effort, the strolloaer the self-help, the more earnest the united effort,. 
the cheaper will ~oney become for co-operators. 

REGISTRAR'S MEMORANDUM NO.3 OF 1913. 

Policy when crops Jail. 

The early withdrawal of the rains will, it now seems certain, cause crop
failures of ','arying degrees of severity in areas in which Ceniral Banks and 
co-operative credit societies are situated. It will, therefore, be of assistance
to the Directors of Centr"" Banks if I lay down the general lines of policy which 
should be adopted by co-operative banks and societies in times such as the
present. 

The principle underlying co-operative finance is that the borrower must 
be given time to realise the purpose of the loan which he has taken and pay
back the loan and interest out of the profits he makes, leaving ];lis estate the 
better off for the transaction .. Now it is obvious that when crops are bad. 
pOstponements will have to be granted to borrowers. But I cannot too suffi- . 
ciently impress upon Central Banks that postponements should bear a direct 
relation to the degree of crop failure experienced by the parti~uIarsociety and. 
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the particular member concerned. It is bad policy to grant wholesale post
ponements when conditions vary from village to village and from holding to 
holdi~. In the matter of agricultural prospects certain districts are this year 
much better oft than others. Again certain parts of districts, and even of 
1ahsils, are badly affected by this season while other parts have, owing to the 
local nature of the rainfall, ~en more favoured. It will therefore be necessary 
for Central Banks to use great discretion in the coming year, and to make full 
use of the staft at their disposal in order to acquaint themselves thoroughly 
with the circumstances of each credit society. Enquiries of this nature cannot 
be conducted merely from headquarters, nor can any accurate opinion be 
<lbtained by merely listening to the vague rumours and reports of people who 
have no direct interest in the welfare of co-operative societies. Each bank 
must face the task before it in a methodical manner and must accumulate its 
-own evidence in order to enable it to deal justly with its constituent societies. 

It is in times of uncertainty, and even of distress,'such as the present that 
-Central Banks should make it their business to put good heart and confidence 
into the societies the affairs of which they are responsible for. The people 
must not be allowed to suppose that co-operative institutions are merely in
tended for good seasons and are not likely to be of service to borrowers in bad 
years. Loans should, therefore, be granted for every reasonable and legitimate 
purpose provided that credit is sufficient. It would be unreasonable for 
borrowers to expect, in times like the present, large loans on easy terms for 
-ceremonial expenditure or for unproductive purposes. Economy must be the 
watch-work of an concerned, and expenditure must be reduced, if unproductive, 
to the lowest limits. I trust that it will be understood by all Central Banks 
that the present season furnishes them with an opportunity of showing how 
valuable they can be as friends to the people and how wisely their Directors 
-can administer their affairs during periods bf distress and difficulty. It would 
be fatal, I need scarcely point out, to restrict credit unreasonably and thereby 
to drive the members of co-operative credit societies back into the clutches of 
private money-lenders. The Sahuka, is no doubt on the watch and will not 
fail to take full advantage of the slighest weakness whis;h may now be exhibited 
by the Directors of our Central Banks. . . 

Most of our banks are now in the position of having to expand their 
business in order to find the funds with which to pay the staff which is indis
-pensable for the work of a bank and its societies. This expansion of business 
may either tak~ the form of increasing the membership of the existing societies 
<lr the organization of fresh societies. As a general principle I would lay down 
that a Central Bank should first make certain of satisfying all the reasonable 
.requirements of its existing societies and their present members before seeking 
.for expansion. Thus, it must be borne in mind that a bad khan/ harvest 
followed by a poor ,aU crop will probably lead to short collections and to smatl 
turnovers. About June or July, 1914. when the rains break there -will be a 
-demand for money'for khari/ operations. and this will be followed again by a 
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demand for the needs of rabi cultivation later in the year. It will not be 
1lI}til May, 1915, that money will begin to come back to the banks from the 
societies in normal fashion. I am, however, of opinion. after most careful 
deliberation, that it will be the best and soundest policy to allow all our Central 
Banks to expand, at any rate up to their budget requirements; and I would 
go further than this and say that the universal rule should be that all good 
and sound business well tested and well enquired into should be accepted an4 
that all doubtful busine$s involving unusual risk of any kind should be stead
fastly rejected. I think that we are in a: position, thanks to the steps that we 
have taken in the past year or so to strengthen our resources and organization. 
to meet the present difficulties of the situation calmly and to continue the 
even flow of our busines~ just as though prospects were favourable and harvests. 
likely to be excellent. 

I cannot close this letter of instructions' without once again impressing 
upon the Directors of Central Banks !!le absolute necessity for good; sufficient 
and capable paid Federation staff. ,Where I ~ that banks are failing to carry 
out the accepted policy of the Federation I shall absolutely refuse to help, 
expansion. Nor, of course, shall I permit expansion on unsound lines. 

The time has now passed for experimental measures; and it is only by 
~ffective organization and constant care and attention to business that we can 
hope to make of our co-operative banks and societies that tremendous machine 
for good which we all hope they will prove to be. 

CIRCULAR No. V OF 1913. 

(Subject :-Custody and renewal 0/ pro-notes.) 

. I. It has been the practice for Central Banks to forward the pro-notes 
executed by Credit Societies to the Provincial Bank, and for the Provincial 
Bank to forward these pro-notes to the Allahabad Bank. - This procedure has 
been necessary in order to introduce Central Banks and Societies to, and 
educate them in, the pro-note system. With experience, however/we are now 
able to take another step forward. 

2. The present practice produces unavoidable difficulties. Central Banks 
~nnot obtain ready access, to the pr<?-notes of their Societies; and it thus 
.comes about that the pro-notes held by the Allahabad Bank and the Provincial 
Bank are not infrequently out of date in respect of tlie transactions they relate 
to. The Registrar. therefore, directs that, in future, the simple rules given 
below shall be strictly 'Observed. 

3. (i) No Central Bank shall lend money. borrowed from the Provincial 
Bank except to Co-operative Societies registered with unlimited 
liability. . 

(ii) Such loans must invariably be secured by a pro-note or pro-notes 
in the form prescribed' by the Registrar. 

(iii) Pro-notes executed by Societies mus~ be kept in safe custody in the 
offices of Central Banks. 
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(iv) 'When a Central Bank borrows money from. the Provincial Bank it 
shall execute a pro-note or pro-notes in favour of the Provincial 
Bank; a~d the Manager .of the Provincial Bank shall see that a1l 
pro-notes forwarded to him are duly signed by the person or 
persons authorised by by-laws, or by resolutions passed in accor4-
ance with by-laws,to sign on behalf of ea,cb Central Bimk. 

(v) Pro-notes executed by Central J3anks shall be forwarded, whe"n 
necessary, to the Allahabad Bank after proper endorsement by 

, the Provincial Bank. 

- 4. The Assistant Registrar, the Chief Auditor, and all Government 
Auditors are' ordered to see that the above rules are scrupulously observed. 
Auditors are, at the time of passing and testing the monihlyreturns from Central 
Banks which have been prescribed by the Registrar, to chec~ and examine the
pr~~otes of Societies he1~ in safe custody. It must, in particular, _be seen 
that the loans granted to Credit Societies are fully secured by pro-notes held 
by the Central Bank; and all'pro-notes must be very carefully examined and 
checked with reference to the cash-book and ledger of loans. Care must be
taken to see that pro-notes are up -to date with respect to the transactions they 
cover, and that they are not time barred. The regular annual overhaul of all 
pro-notes as already laid down by the Registrar must be insisted on. It may 
also be mentioned, in this connection, 'that the Registrar expects his Auditors. 
at their monthly inspections of Central Banks, to see that all work is up to date, 
that applications for registration are promptly disposed of, applications for 
loans promptly attended to, etc., etc. These orders do not in any way affect 
the standing orders of the Pepartment on the subject of audit which is an 
annual affair and distinct from regular and systematic inspection. 

CIRCULAR No. I OF 1914. 

(S14bject :-Necessity 01 scrutinzz;ng the composition 01 e,eait Societies from 
time to time with a view -to weeding out bad and doubtful members.) 

Experience of the working of young co-operative credit societies shows that 
cases are not infrequent in which, by some means or other, insolvent persoll!> 
succeed in obtaining enrolment in membership. Cases have also occurred in 
which men of doubtful character have been elected as members owing-to thEt 
ignorance of the people of the fundamental principles of co-operation. Centra) 
Banks must not omit that important part of their duty which consists of 
scrutinizing the composition of credit societies from time to time, with a view to. 
weeding out bad and doubtful members and making the financial position as 
strong as possible. The Registrar would point out that the enrolment of heavily 
indebted men in co-operative credit societies is a source of very real danger to. 
the movement; and it is for Central Banks to carefully consider whether the 
position of a member is such as to warrant the expectation that he will even
tually be relieved from the load of old debt which he carries, or whether his 
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position is beyond hope and irretrievable by means of co-operative credit. In 
the latter class of case the proper course is to remove the hopelessly involved 
member from the society, while in the former c'lass of case the Central Bank 
must see that steps are taken to grapplel with the member's old debts; either, 
the member must gradually pay them off himself, or the debts may be con
solidated (and, if possible, conciliated) and taken over by the Society. On no 
account must old debts be neglected and allowed to accumulate until they 
threaten ruin. It must be borne in mind that co-operativecredit is not a cure 
for every kind of evil; and it must be the aim of CeJitral Banks to deal' with 
solvent and honest men, in the reasonable expectation of maintaining them 
in solvency and honesty. To attempt the hopeless task of rescuing bankrupt 
people wholesale is to allow the movement to run mad. If the composition of 
societies is carefully scrutinized from time to time when annual credit limits 
are fixed, and if the members of societies are taught to fix each other's credit 
limits with due care and consideration, the soundness of co-operative banking 
business will be established on a finn basis. If, on the other hand, people 
are allowed to continue incurring outside debts and to let old debts 
accumulate, heavy losses must follow.' It is, moreover, certain that unlimited 
liability and joint responsibility, strong security as they offer, will not stand 
the strain of careless or imprudent finance. The Registrar trusts that these 
words of warning will receive the attention of all workers in the field of 
co-operation, and especially of the Directors of Central BaJiks and of the 
non-official and official staff employed to safeguard the interests oi the 
public. 

CIRCULAR No. II OF 1914. 

(Subject :-Audit to be local audit and to include inspection.) 

All Auditors, Government and Federation, are expressly prohibited, on 
pain of most severe penalty, from summoning the members of Co-operative 
Societies away from their villages for the work of inspection and audit. Under 
section 1-7 (2) of the Co-operative Societies Act, the Registrar's audit (which 
is carried out on his behalf by a Government or Federation Auditor) must 
include an examination of overdue debts, if any, and a valuation of the assets 
and liabilities of the society. Moreover, in the audit of Co-operative Societies 
education and the inspection of detail play a most important part land 
satisfactory answers cannot possibly be given to the questions put by the 
Registrar in his form of audit note unless the work is patiently and thoroughly 
done within the village and amidst the actual surroundings of the members. 
The Registrar must point out tnat the certificate of audit required is so worded 
as to solerunly declare that audit has been local audit; and no audit is local 
which renders it necessary for either the books or the members of a society to 
leave the village which is the society's registered head-quarters. To grant 
a certificate for work which has not been done on the spot is a very serious 
matter .. 

CS 32 
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2. The Registrar finds it necessary to warn Central Banks that they must 
.not allow the process of statutory audit to blind them to their own duties and 
responsibilities. The'opinions and judgments. of the Government and Federa
tion Auditors must, at best, provide a most unsatisfactory substitute for the 
independent decisions of Central Banks: Experience. in all countries has 
proved that the inspection and audit of Government Co-operative Auditors 
are apt to become lifeless and mechanical; and though the Registrar is flilly 
alive to this danger and will. with the active co-operation of Central Banks, 
do his best to guard against it, it must be clearly 'understood by all concerned 
that Central Banks must form their own opinions of credit capacity for them
~lves, and. therefore, must inspect for themselves. In carrying out the work 
'of statutory audit, Government accepts no financial responsibility whatever, 
and it is not intended that the stail engaged in The work of statutory audit 
should be used as part of the necessary executive machinery which every 
Central Bank must possess for its own work. Every decision to grant -or to 
refuse credit must be made in the first place, as far as individual members are 
-(;oncerned, by the societies to which they belong. and. in the second place. as 
far as societies corporate are concerned, by the Central Banks which finance 
'them. Societies must be live working bodies. and not mere puppet shows the 
strings of which are pulled by outside agency to make an imitation of life; 
and the same remark applies to Central Banks. To disregard these fundamental 
principles of co-operation is to stifle the movement at its birth. 

CIRCULAR No. n' OF 1914. 

(Subject :-Pe,iodical-scrutiny 01 Societies by Central Banks.) 

The Directors of Central Banks are reminded of the responsibility which 
devolves upon them of carefully scrutinizing the affairs of each society from 
time to time. Great-care has to be taken to see that security remains good 
and does not decay j and no society' should be permitted to continue in exis
tence unless its ledger account with the Central Bank is a healthy one. 

CIRCULAR No. V OF 1914. 

(Subjec.t :-Annual payment 01 inte,est-a condition to govern aU loans by 
Cent,al Banks to societies and by societies to thei, membe,s.) 

The Registrar begs to point out that Central Bank'"S cannot, for their 
own sakes, allow the interest on loans to societies to run from year to year. 
Central Banks have their own annual charges to meet. and in order to meet 
them they must realise their income from invested capital or, in other words, 
the interest on loans made to societies. It must. therefore. be made an 
inflexible condition (to .govern all loans by Central B,anks and by societies to 
their members) that interest shall fall due and shall be settled once a year on 
such date as may be agreed upon. 
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CIRCULAR No. VI OF. ']:914. 

(Subject :-Metlwd to be followed i1l arriving at the annual 'income to be shown 
in column 12 0/ the Statement o/Assets and Liabilities 01 the applicants 
for registration 01 4 Co-operative Society, ana in the Haisiyat Register 01 
the Members.. 01 Societies.) 

The attention of Central Banks is invited tq the different methods now 
followed in arriving at the figures entered in column 12 of the Statement of 
Assets and Liabilities appended to applications for registration, and in column 
z6 of the Haisiyat Register. Sometimes gross income is shown. and some
times net income; the net income being arrived at in all sorts of different ways. 
This want of uniformity of method renders it almost impossible to make any 
intelligent use of the' information which the figures are intended to convey. 
-The Registrar thinks that, on the whole, it will be best if the figures in the 
columns mentioned above show what amount a member may be expected 
to be able to pay in an average year towards the liquidation of his debt with the 
society; and it is requested that this procedure may be followed in future. 

Registrar's Memorandum No. :r of 1915. 

On Weak Societies. 

I am now coming across cases :of societies the members. of which have been
driven back into the hands of the moneylenders owing to the refusal of Central 
Banks to finance them even for seed. The particular societies I have in·mind 
required money for the last khari/ sowings, and in some caseS they failed to 
obtain money either from the moneylenders or from their Central Bank. In 
these cases the members could get no secd and their lands remained unsoWl'i.. 
The assets of these societies have steadily deteriorated, and they are rapidly 
drifting into a position-in which loss of money is almost certain to occUr. I 
would suggest that when a Central Bank finds that it cannot even trust a 
society with further advances for the purchase of seed, tbe_ Central Bank 
should at once take steps to recover its outstandings and not allow the society 
to drift into a position of increasing insolvency. When a 'Central Bank refuSes 
to grant loans to enable the ~embers to get their lands sown, the Directors, 
I take it, have come to the conclusion that the. Bank cannot have further 
dealings with the society. The decision is a serious o~e both for the society 
and for the Central Bank. At this audit the societies indicated in this 
letter have been placed correctly in the .. D " class; and I now ask that your 
Directors will give the position of these societies detailed consideration in order 
that the movement may be freed from the stain of their existence, or that sleps 
may be taken to revive or to instil the co-operative spirit amongst the members, 
I find that in almost every case societies which have worked badly have not 
received careful instruction in their duties. If societies do not fully under
stand their by-laws they cannot be expected to carry out .the duties which are 
required of them. Central Banks, too, are prone in some instances to pass 
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over flagrant breaches of the by-laws, thus, in a measure, contributing to the 
deadening of the" co-operativeconscience" which it is the object of our 
system to create. I take this opportunity of repeating o.nce more that too 
great pains canno.t be expended upo.n the training and instructio.n o.f so.cieties 
in their duties. Trouble taken in this direction is sure to be rewarded by goo.d 
results. 

Registrar's Memorandum No.2 of 1915 

Punishment 0/ Dishonesty. 

Attentio.n is invited,to sections 35 to. 38 o.f the Co-operative So.cieties Act. 
We have here a useful weapon with which to punish intentionally disho.nest 
members of societies I ana use should be made of these sec.tions to. visit dis
honesty with pro.mpt and immediate punishment. 

CIRCULAR No. II Of 1915~ 

(Subject :-The Pass Books kept by Treasurers 01 Central Banks.} 

The Pass Boo.k kept by-the Treasurer of a Central Bank must be an 
accurate record of cash transactions between the Treasurer and the Central 
Bank. Unless an actual disbursement of money has been made by the Trea
surer to., or on behalf o.f, the Central Bank, or by the Central Bank to the 
Treasurer, no entry is to be made in the Treasurer's Pass Book. Auditors must 
not alter the Treasurer's Pass Book so as to make the bo.ok tally with the Cash 
Book of the Central Bank; for the Cash Book may contain entries which refer to. 
mere paper transactions or book adjustments (such entries are, it is directed 
once more, to be made in red ink) ~ and once the Treasurer has signed the 
entries in his Pass Book nobody except the Treasurer himself, under his own 
signature, has any right to correct the entries. A Treasurer's Pass Book is not 
one of the Central Bank's books of account, but is the Treasurer's own state
ment of his dealings with the Bank and of his lill-bilities to tb..e Bank, and is a 
copy not of any book of the Bank; but of the ledger:account oPened by the 
Treasurer himself in his own books in the Bank's name. 

CIRCULAR No. III OF 1915. 

(Subject t-Scrutiny 01 the financial condition 0/ societies by the Directors 01 
Central Banks.) 

The attention of all Central Banks is invited to the provision in their by
laws which lays upon the Board of Directors, or upon the Working Committee 
of the Directors, the duty of scrutinizing the financial condition of societies 
with a view to safeguarding the shareholders of Central Banks against loss. 
The Registrar considers it necessary to point out that the duty imposed is 
a personal one and cardes personal responsibility with it. 
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CIRCULAR No. IV OF 1915. 

(Sub/eel :-Enrolment in membership 01 all the members 01 a ~ joint family of 
which the managing co-parcener is a member 01 a society, and their 
exemption Irom the entra~ce lee and Federation subscription.) 

In order to protect societies against loss and to avoid troubles,ome diSputes, 
all the members of a joint family of which the managing co-parce~er is. a 
member of a society should be formally enrolled in membership. In cases of 
this kind it is fair to collect the entrance fee and Federation subscription from 
the Inanaging co-parcener' only, it being understood, of course, that the' 
other members of the joint family cannot take loans from the society in their 
individual capacities. 

Registrar's Memorandum NO.3 of 1915. 

Reserve Funds 01 Cancelled Societies. 

The reserve funds of cancelled societies may, in all cases, and without 
further reference to the Registrar, be transferred to the Reserve Fund of the· 
Central Bank. Shares purchased by cancelled societies stand on a somewhat 
different footing, (~) in cases in which shares have been purchased out of 
profits which would hav~ otherwise been transferred to reserve, the most suit
able course is to transfer the shares to the Governor of the Federation, and this 
practice should be followed: (il) in cases in which shares have been purchased 
out of SUbscriptions or savings deposits, they must stand in the name of the 
societies cancelled, until transfer to the Bank or to some other person can be 
arranged for by purchase. Dividends, of course,· cannot be distributed to 
cancelled societies as they are no longer members of the Bank and lose all rights 
under the Act. Shares held by cancelled societies will not rank for dividend, 
so long as they are so held. 

Registrar's Memorandum No. '4 of 1915 . 
• 1 

Supervision 01 Society Moharrirs. 

Your attention is invited to the necessity for a closer co-operation between 
the Government Auditors and the Federation Audit Staff on the one side and 
the Central Bank and the Society Moharrirs on the other.. In the first place, 
I beg to point out that the Society Moha~rirs must be sufficiently well trained 
and educated to impart elementary co-operative teaching and instruction in the 
by-laws to the members of the societies. SecondlY, I would point outthat the 
Managers of Central Banks are directly responsible for the co-operative quality 
and efficiency of the societies affiliated to the Central Banks. Thirdly, I must 
insist on the necessity for the strict supervision of the work of Society Mohar
rirs by the Directors and executive staff of th.e Central Banks. Unless the 
accounts of the societies are regularly written up and proper instruction and 
teaching are given to the members of the societies far too great a strain is 
placed on the audit Inachine. 



50~ PA&T IV, APPENDIX I. 
\ 

As far as possible care should be taken to visit societies during their slack 
seasons; and in this connection I mention that the slack season for a kha,il 
village is not that which is slack for a. ,abi village. In most villages either 
the rabi or the kha,il crop is predominant. 

In conclusion, I have to state that in considering the question of licenses 
(which, of course, are always subject to cancellation) the quality of societies 
under Central Banks will be given full consideration. Good teachers will. 
as experience has proved, succeed in turning out a very large proportion of 
really good sound c<roperative societies. There i!t far too great a tendency 
on the part of the paid sta1l to look upon themselves as masters and not as 
servants of the societies; and I am afraid the paid staff fail to perceive that 
this attitude is particularly foolish, for the continuance of their salaries depends 
upon the co-operative health of the societies of which they are the servants. 
These observations may be translated into Hindi by all Central Banks and 
circulated to each member of the Bank and Federation Staff. 

Registrar's Memorandum No. I of 1916. 

Applications 10,. Awa,ds. 

It seems that some instructions are necessary as regards applications for 
awards or for orders under section 35, Act II of I9I2, bY,societies and Central' 
Banks. 

(I) Recently a number of societies have applied fo( awards against 
defaulting members. It should not be necessary for any properly constituted 
societY,to apply for assistance in recovering its loans. All members are sup
posed to know the character and financial position of other members; and 
living, as they do, in the same village they do have such knowledge except 
in very rare cases. It is open to them to refuse to allow a dishonest, lazy, or 
insolvent person .to join the society. It is also open to them to expet' any 
member whom they considex: dishonest, lazy, or insolvent. If they do not 
do so tl~ey cannot comp1ain if they have to make good any losses incurred by 
the default of any such member, as they are all jointly and severally responsible 
for the debts of each member. . If societies are able, without trouble or financial 
loss, to recover by an award or an order of the Registrar, the loans due from 
defaulters, they will never. realise th~ir duties and responsibilities in regard t() 
the admission and expulsion of members. Awards should therefore only be 
recommended in favour of societies against their members in very rare cases. 

(2) The conditions are quite different as regards the application fot 
awards by the Central Bank against societies. A society may be quit~ solvent 
owing to its joint and unlimited liability althoUgh it contains one or two dis· 
honest defaulters. It is quite unreasonable for a Central Bank to wait until 
the society has recovered by award or otherwise the loans due from such default
ing members. When the loan to the society becomes overdue the Central 
Bank should (unless there are good reasons to the contrary, such as failures 
of crops, etc.), apply to the Registrar for an award against the. society. 
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Registrar's Memorandum No. 2 of 1916. 

Collection 0/ Reserve Funds. 
·It is noticed that some Central Banks, in order to reduce their outstanding 

arrears, take all the payments made by the societies to'loiln accounts'and do 
not pass the necessary cfedits to the Reserve Fund accounts. 

It should be understood that the Reserve Funds of the societies constitute 
a first charge on the interest collected. 

Registrar's Memorandum NO.3 of 1916. 

The main purpose of insisting on the purchase of shares by members of 
primary societies is to enable Central Banks which, of course, include in their 
organization primary societies working under them, to accumulate a large 
capital of their own as rapidly as possible. Experience' in other countries 
emphasises the great necessity for this policy, -for in times of strain money 
borrowed, no matter from what source, is apt to be called in. Shortly after 
the South African War, and again in 19<>7, 1912, and 1914 the German 
societies which depended to a very unsafe. extent on borrowed money' 
were put in the direst straits by the general scarcity . of loanable money . 
which prevailed. Accordingly, it has now been accepted by all co-operative 
bankers that a policy whi(.h aims at as large a permanent owned capital 
as possible is indispensable to stability of organization. 

In the next place, it is very necessary to teach the villager that ·co-9pera'" 
tion does not begin and end inside his own village society. What is required. .. 
is education of every kind, and practical measures as well, to instil into the 
villagers a sense of association. In Japan, where every village has its own, 
Agricultural Association and 7S per cent. of the total number of towns, villages, 
and hamlets. their own co-operative credit societies, a sense of association has 
. been instilled into the people in a most remarkable'degree. But it is not to be 
expected that the villagers will understand the steps which are being taken 
on their behalf and strictly in their own interests, unless instruction is given
them. 
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ACT NO. II OF 1912. 

PASSED BY THE GoVERNOR-GENERAL OF INDIA IN CoUNCIL. 

(Received th. assent 01 the Govefno,·Genefal on the IS' MafCh, 1912.) 

An Act to amend the Law relating to Co-operative Societies. 
WHEREAS it is expedient further to facilitate the formation of Co-operative 

Societies for the promotion of thrift and self-help among agriculturists. artisans, 
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and persons of limited means, and for that purpose to amend the law relating 
to Co-opelative Societies; It is her~by enacted as follows:-:-

P,elimina,y. 

Short title and extent. I. {Il Thi~ Act may be called "The Co-operative 
Societies Act," 1913; and 

(2) It extend!l to the whole of British India. 
. 2. In this Act unless the~e is anything repugnant Definitions. 
in the. subjec.t 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: 

(b) "committee" means the governing body of a registered society to 
whom the management of its affairs is entrusted: 

(c) "member" includes a person joining in the application for the 
_ registration of a society and a person admitted to membership 

after registration in accordance with the by-laws and any rules: 
(d) "officer" includes a chairma~, secretary, treasurer, member of 

committee, or other person em_powered under the rules or the 
by-laws to give directions in regard to the business of the society. 

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

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

(g) "rules" means rules made under this Act. 

Registration. 

3. The Local Government may appoint a person to be Registrar of 
Co-operative Societies fQr the Province or any portion The Registrar., 
of it, and may appoint persons to assist 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 which has 
as its object the promotion of the ecynomic interests of 

: Societies ~hich may be its members in accordance with co-operative principles, regIStered. _ 
or a society established with the object of facilitating 

the operations of such a society, may be registered under this Act with or 
without limited liability: 

Provided that unless the Local Government by general or special order 
otherwise directs-

(I) the liability of a society of which a member is 'a registered society 
shall be limited; . 

. (2) the liability of a society of which the object is the creation. of funds 
to be lent to its members, and of which the majority of the 
members are agriculturists, and of which no member is a regis
tered society. shall be unlimited. 
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Restrictions OD interest 5.' Where th~ liability-of the members of a society 
of member of society with • .-. . -
limited liability and a IS limite" by shares, no member other than a 
share capital. - registered society shal:l--

(a) hold more than such port;ioIt of the share capital of the society, 
subject to a maximum of one-fifth as may be prescribed by the 
rules; or . 

(b) have or claim. any interest in the shares of the society exceeding one 
thousand rupees. 

6. (I} No society, other than a society of which a member is a registered 
society, shall be registered under this Act which does. 

Conditio~o~~ registra. not consist of at least ten persons above the age of 
eighteen years and, where the object of tlie society 

is the creation of funds to be lent to its melll-bers, unless such persons--
(a) reside in the same town or village or in the same group of villages ~ or ,. 

J.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 name of every society 
with liInited liability registered under this Act. 

7. When any question arises whether, for the purposes of this Act a 
person is an agriculturist or a. no~-agriculturist. or 

Power of Registrar to . - . ilia' 
decide certain questions. whether any person is a resident in a town or v ge-

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 decision shall be final. 
Application fo; registra. 8. (1) For purposes of registration an application, 

tion. to register shall be made to the Registrar. 
(2) The application. shall be signed-

(a) in the case of a society of which no member. is a registered society. 
by at. least ten persons qualified in accordantewith the require
ments of section 6,. sub-section Jll j and 

(b) in the case of a society of which a member is a. registered society .. 
by a duly authorised person on behalf of 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 ten other members, by all of them. 

(3) The application shall be accompanied by a ,copy of the proposed 
by-laws of the society. and the personsbywho~ or on whose behaIt such. 
application is mad~ shall furnish such ·information in regard to the. society· 
as the Registrar may require. 

9. If the Registrar is satisfied that a society has complied with the 

Registration. ,provisions of this Act and the rules and' that it~ 
. proposed by-laws are not contrary to the Act or to 

the rules. he may, if he thinks fit, register the society and its by-laws. 
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10. A certificate of registration signed by the Registrar shall be 

Evidence of registration. conclusive evidence that the society therein 
, mentioned is duly registered unless it is proved that 

the registration of the .:society has been cancelled. ' 
II. (I) No amendment of the by-laws of a registered society shall be 

Am d t f th b valid until the same has been re'""tered under this en men 0 e y. 0-

laws of a registered socie- Act, for which purpose a copy of the amendment 
tY·shall be forwarded to the Registrar 

(2) 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. 

(J)When the Registrar registers an amendment of 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. 

Rights and liabilities 0/ members. -
12. No member of a registered society shall exercise the rights of a 

member unless or until he has made such payment 
Member not to exercise to the society in respect of membership or acquired 

rights till due payment 
made. such interest in the society, as may be prescribed by 

the rules or by-laws. 

13. (I) Where the liability of the members of a registered society is not 
I limited by shares, each member shall, notwithstanding 

Vote of members. 
the amount of his interest in the capital, have one 

vote only as a member in the affairs of the society. 
(2) Where the liability of the members of a registered society is limited 

by shares, each member shall have as many votes as may be prescribed by the 
by-Jaws. 

(3) A registered society which has invested any part of its funds in the 
shares of any other registered society may appoint as its proxy, for the purpose 
of voting in the affairs. of such other registered society, anyone of its 
members. 

:1:4. (I) The transfer or charge of the share or interest 9f a member in 
the capital of a registered society, shall be subject 

Restrictions on transfer to such conditions as to maximum holdmg as may' 
of share or interest. 

be prescribed by this Act or by the rules. 
(2) 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 ~he society 
or any patt thereof unless-

(a) he has held such shart or interest for not less than one 
year: and 

'(b) the transfer or charge is made to the society or to a member of 
,the society. 
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, Duties 01 registered so~ieties. 
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15· Every registered society shall have an address, registered in accord

Address of societies. 
ance with the rules, to which all notices and communi
cations may be sent, and shall ~end to the Registrar 

notice of every change thereof. 

16. Every registered society shall keel? a copy of this Act and of the 
Copy of. Act. rule! and - rules governing such society, and of its bY-laws, 

by-Ia!l's to be open to in- open to inspection free of charge at all reasonable 
specbon. . ' . 

tunes at the regIStered address of the society. 
17. (x) The Registrar shall audit or cause to.be audited by ~ome perj;on 

Audit. authorized by him by general or special order in 
writing in this behalf the accounts of every registered 

society once at .least in ~very year_ 
(2) The audit under sub-section (x) shall include an examination of over

due debts, if any, and a valuatil?n of the assets and liabilities of the society. 
(3) The Registrar,' the Collector, or any person authorized 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 ~o the transactions 
and working of the society as the person making such inspection may require. 

Privileges 01 registererl societie~." 

18. The registration of a society shall render it a bodycorpor!lote by the 

Societies to be bodies 
corporate. 

name under which it is registered, with perpetual 
succession and a common seal, and with power to 
hold property, to enter info contracts, to institute 

and defend suits and other legal proceedings and to do all things necessary for 
the purposes of its copstitution. 

19. SUbject to any prior claim of the Government in respect of)and-, 
revenue or any money recoverable as land-revenue 

,Prior claim of society. or of a landlord in respect of rent or' any mC?ney 
recoverable as rent, a registered society shall be entitled in priority to other 
creditors to enforce any outstanding demand due to the society from a member 
or past member-

(a) in respect of the supply of seed or manure or of the loan of money 
for the purchase of seed or manUle-upon the crops or 'other 
agricultural produce of such member or person at any time within 
eighteen months from the date of such supply or 'loan I 

lb) in respect of the supply of cattle, fodder for cattle, agricultural or" 
industrial implements or machinery, or raw materials for manu
facture, or of the loan of money for the 'purchase of any of the' 
foregoing things-upon any such things so supplied, or purchased 
in whole' or in part from any such loan, or on any articles manu
factured from raw':"materials so supplied or purchased. 
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,20. A regist(lred society shall have a charge upon the share or interest 
in the capital and on the deposits of a member or 

Charge and set..ofi i~ past member and upon aI?-Y dividend, bonus, or profits 
TflSPect of shares or inter. 
est of member. payable to a member or past 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 toa member or 
past :member in or towards payment of any such debt. 

2t. SUbject to tlle provisions of section 20, the share or interest of a 
, member in the capital of a registered society shall not 

s:::~~: t~r ::~~:!~~t be liable _to attachment or sale under any decree or 
order of a Court of '1 ustice in respect of any debt or 

liability incurred by such member, and neither the -Official Assignee under 
the Presidency-towns Insolvency Act,. 1909, nor a Receiver under the 
Provincial Insolvency Act. 1907, shall be entitled to or have any claim on 
such share or interest. ' , 

22. (I) O!J, the death of a member a registered society may transfer the 
share or interest of the deceased member to the person 

Transfer of interest' on nominated in accordance with the rules made in this 
death of member. 

behalf, or. if there is no person so nominated. to such 
-person as may appear to the committee to be the heir or legal representative 
·of the deceased member. 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-Ia~s: 

Provided that-
(i) in the case of asociety with unlimited liability, such nominee, heir, 

or legall'llpresentative, 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 member to such 
nominee, heir, or legal representative, as the 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 deceased member to any person specified in the 
application who is so qualified. 

(:z) A registered society may pay all other moneys due to the deceased 
member from the society to such nominee. heir, or legal representative, as the 
case may be. 

(3) 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 society 
.' .. as they existed at the time when he ceased to be a 

Liability of past mem~er. member shall continue for a period of two years from 

the date of his ceasing to be a membe.r. 



TIlE CQ-OPERATIVE .SOCIETIES ACT. 

24. The estate of a deceased member shall be liable for a period of one 
year from the time of his decease for the debts of a 

Liability of the estates reai .. tered society as they existed at the time of his 
of deceased members. "'-

decease. 

25. Any register or ..,list of members or shares kept by any registered 

Register of members. society shall be P,im4 facie evidence of 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 member. 
26. A copy of any entry in a book of a registered society regularly kept 

Proof of entries in 
societies' books. 

in the course of business, shall, if ·certified in SUch 
maimer as may be prescribed by the rules, be received, 
in any suit or legal proceeding, as p,im4lacie evidence 

of the existence of such entry, and shall be admitted as evidence of the matters, 
transactions, and accounts therein recorded in every case where, and· to the 
same extent as, the original entry itself is .admissible. 

. ulsEll:emption. fr~ com
f
- 27. Nothing in . section 17, sub-section (I), clauses 

p ory regIStration 0 .- " 
mstruments relating to (b) and (e), of the Indian .ReglstratlOn Act, 1908, 
sha!es and dc:bentures of . shall apply to--
regIStered SOCiety. 

ll) any instrument relating to shares in a reg~tered society, notwith
standing that the assets 'of such society consist in whole or in 
part of immoveable property; or 

(2) any debenture issued by any such socie~31 and not creating, declaring, 
assignmg, limIting, or extinguishing 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 property or any interest 
therein to trustees upon trust for the benefit of the holders of 
such debentures i or 

(3) any endorsement upon or transfer of any debentw:e jssued by any 
such .society. 

P t t f 
28. The Governor-General in Council,. by notifica-ower 0 exemp rom 

income-tax, stamp-duty. tion in the Gazette 01 India, may, in the case of any 
and registration-fees. registered society or class of registered society, remit"";" 

(a) the income-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 ; 

(b) the stamp-duty" with which, under any law for the time being in 
force, instruments executed by or on behalf of a registered society 
or by an officer or member andlelating to the business C?f such 
society, or. any class of such insjruments, are,respectively 
chargeable I 
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(e) any fee ,payable under the law of registration for the time being in, 
force. 

P,ope,ty and funds of ,egiste,ed $oeieties. 

Restrictions on loans. 
29. (I) A registered soCiety shall not make a ioan 

to any person other than a member: 
Provided that, with the general or special sanction of the Registrar, a 

registered society may make loans to another registered' society. 
(2), Save with the sanction of the Registrar, a 'Society with unlimited 

iability shall not lend money on the security of moveable property. 
(3) The Local Government may, by general or special order, prohibit or 

'Testrict the lending of money on mortgage of immoveable property by any 
registered society or class of registered societies. 

30. A registered sodety shall receive deposits and loans from persons • who are not members only to such extent and under 
Restrict~ons on borrow- such conditions as may be prescribed by the rules 

mg. 
or by-laws. 

31. Save as provided in sections 29 and 30, the transactions of a registered 
Restrictions on other society with ~rsons other than members shall be 

transactions with non- subject to such prohibitions and restrictions, if any, 
members. as the Local Government may, by rules, prescribe. 

Investment of funds. 
, 

32. (I) A registered society may invest or deposit 
its funds-

(a) in the Government Savings Bank; or 
(b) in any of the securities specified in section 20 of the Indian Trusts 

Act, 1882; or 
(e) in the shares or on the security of any other registered society i or 
(d) with any bank or person carrying on t~e business of bariking. 

approved for this purpose by the Registrar; or 
(e) in any other mode permitted by the rules. 

(2) Any 'investments or deposits made before the commencement of this 
Act which would have been valid if'this Act had been in force are .hereby 
ratified and confirmed • 

. , 33. No part of the funds of a registered society 
Funds not to be dlVld- h II b d' 'd d b f b d"d d I ed by way of profit. s a e IVl e y way 0 onus or IVI en or 

otherwise among its members: 
Provided that after at least one-fourth of the net profits in any year have 

been carried to a reserve fund, payments from the remainder 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-Ia:-vs: 

Provided also that in the case of a society with unlimited liability no 
distribution of profits shall be made without the general or special order of the 
Local Government in this behalf. 
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34. Any registered society may, with 'the ~nction of the Regis~rar. 
after one-fourth of the net profits in any year has been 

Contribution to chari- carried to a reserve fu~d, contribute an amount not 
. table purpose. , . 

exceeding ten per cent. of the remaining net profi~s 
to any charitable purpose, as defined in section 2 of the Charitable Endow
ments Act, x890. 

Inspection 0/ afJai,s. 

35. (x) The Rfgistrar may of his own motion, and shall on the request 
of the Collector, or on the application of a majority 

Inquiry by Registrar_ of the committee. or of not less than one-third of the 
members, hold an mquiry or direct some person authoi~d ,by him by order 
in writing in this behalf to hold an inquiry into the constitution, working, and 
financial cQndition of a registered society. 

(2) All officers and members of4the society shall furnish such information 
in regard to the affairs of the society as the Registrar or the person authorized 
by the Registrar may require. 

. 36. {x} The Registrar shall, on the application of a creditor of a 'registered 
society, inspect or direct some person authorized by 

Inspection of books of him bv order in writmg' in t.his behalf to ins. peet the 
. indebted society. J 

books of the society : 
Provided that-

(a). the applicant satisfies the Registrar that the debt is a sum then 
due. and that he has demanded paymen~ thereof and has not 
received satisfaction within, a reasonable time ; and 

(b) the applicant deposits. witl:!. the Registral! s1J.$:h sum as security for 
the costs of the proposed inspectio~ as the RegistraJ; may require; 

(2) The Registrar shall communicate the results of.any such inspection 
to the creditor. 

37. Where an inquiry is held under section 35. or an inspection is made 
under section 36, the Registrar may apportion the 
costs, or such part of the cost~ as he' may think right, 

between the society, the members or cred.itor demanding an inquiry or 

Costs of inquiry. 

inspection, and the officers or fonp,er offiCers of t~ so~iety.· . 
38. Any sum awarded by way of costs under section 37 may be recovered,. 

Recovery of costs. 
on application to a Magistrate having jurisdiction 
in the place where the person trom whom the money 

is claiInable actually and voluntarily resides or carnes on business, by the 
distress and sale of any moveable property within the linlits of. the jurisdic-
tion of such Magistrate belonging to such Person. ' 

'Dissolution 01 society. 

39, (x) If the Registrar, afte.; an inquiry hash«!en belcl un4er. ~ct;ion 35 

Dissof ution, 

CS 

or after an inspection has been made Uilder ~ctio~ 36 . 
or on receipt of an applica.tion made by thi-qe-fourt~ 

33 
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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 made under sub-section (I), appeal from such order. 

(3), Where no appefLlis presented 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 appeal is presented within two months, the order shall not 
take effect until it is confirmed by the appellate authority. 

(5) The authority to which appeals undei this section shall lie shall be the 
Local Government: 

Provided that the Local Government may, by notification in the local 
official Gazette, direct that appeals shall lie to such Revenue-authority as may 
be specified in the notification. 

40. Where it is a condition of the registration of a society that it should 
consist of at least ten members, the Registrar may, 

canc~Uation C?f regis- by order in writing cancel the registration of the 
trabon of society. ' 

society if at any time it is proved to his satisfaction 
that the number of. the members has been reduced to less than ten. 

Effect of cancellation 41. Where the registration of a society is cancelled 
o! registration. the society shall cease to exist as a corporate body"': 

(a) in the case of cancellation in accordance with the provisions of 
section 39, from the date the order of cancellation takes effect i 

(b) in th~ case of cancellation in accordance with the provisions of 
section 40, from the date of the order. 

'. 42. (I) Where the registration of a society is cancelled under section 39 

, Winding up .. 
or section 40, the Registrar may appoint a competent 
person to be liquidator of the society. 

(2) A liquidator appointed under 'sub-section (I) shall have power-
(a) to institute and defend suits and other legal proceedings on behalf 

of the society by his name of office; 
lb) to detenniile the contribution to be made by the members and past 

members of the society respectively to the assets of the society i 

(e) to investigate all 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 costs of 
the liquidation are to be borne; and 

(e) 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. 

(3) Subject to any rules, a liquidator appointed under this section shall. 
in so far as such powers are neces1lary for carrying out the purposes of this 
section. have power to summon and enforce the attendance of witnesses and 
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to compel the production of documents by the same means and (so far as may 
be) in the same maMer as is provided in the case of a Civil Court urider the 
Code of Civil Procedure. 1908. . 

(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 
Judge. 

(5) Orders macle under this section shall. on application.· be enforced as 
follows :-

(a) When made by a liquidator, by any Civil Court having local 
jurisdiction in the same manner as a.decree of such Court. 

(b) When made by the Court of the District Judge on appeal. in the 
same manner as a decree of such COUl t made in any suit pending 
therein. 

(6) Save in so far as is hereinbefore expressly pro~ded. no Civil Court 
shall have any jurisdiction in respect of any matter connected with the 
dissolution of a registered society under this Act. 

43· 

this Act. 

Rules. 

(x) The Local Government, may, for the whole or any part of the 
Province and for any registered society or class of such 
societies. make rules to carry out the purposes of 

(2) In particular and without prejudice to the generality of the foregoing 
power, such rules may-

(a) 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: 

(h) prescribe the forms to be used and the conditions to be compli.ed 
with in the making of applications for the registration of a 
society and the procedure in the matter of such applications; 

(e) prescribe the matters in respect of which a society mayor shall 
make by-laws and for the procedure to be followed in making. 
altering, and abrogating by-laws. and the conditions'to be satisfied 
prior to such making. alteration, or abrogation i 

(d) prescribe the conditions to be complied with by persons applying 
for admission or admitted as members~ arid provide for the elec
tion and admission of members, and the payment to be made 
and the interests to.be acquired before the exercise of the right 
of membershlp ; 

(e) regulate the manner in which funds may be raised by means of 
shares or debentures or otherwise: 

(f) provide for general meetings of the members and for the procedure 
at such meetings and the powers to be exercised by such 

meetings J 
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~l providtl 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 offis;ers; . 

(h) prescribe the accounts and books to be kept by a society and provide 
for the audit 01 such accounts and tj:J.e charges, if any, to be made 
for such audit, and for the periodical publication of a balance 
sheet showing the a:;sets and liabilities of.a society; 

(i) prescribe the r{lturns 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 submitted; 

(1) provide for the persons by whom and the form in which copies of 
entries in books of societies may be certified; 

(k) provide £or~the formation and maintenance of a reg!ster of members 
and, where the. liability of the members is limited by shares, ·of 
a register of shares; 

(l) provide that any dispute touching the 'business of a ~ociety between 
members or past mettlbers of the society or persons claiming 
through a member or past member or between a member or past 
triember or persons SO claiming and the committee or any officer
shall be referred 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 the 
enforcement of the decisions of the Registrar or the awards of 
arbitrators ; 

(m) provide for the withgrawal and expUlsion of members and for the 
payments. if any, to be made to members who withdraw or are 
expeDed 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 nomination of a person 
to whom such interest may be paid or transferrea ; 

(o) . prescribe the payments to be made and the conditions to be com
plied with by members applying for loans, the period for which 
loans may be made, and the amount which may be lent, to an 
individual member ; 

(P), 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 the society; 

(1) prescribe the extent to which a society "may limit the number of 
its members; 

(1) prescribe the conditions under which profits· may be distributed 
to the members of a society with unlin).ited 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, determine in what ciLses an 
appeal shall lie hom the orders of the Registrar and prescribe 

. the procedure to be followed in presenting and disposing of such 
appeals; and . 

(t) 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. • 

(3) The Local Gove~ent 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.· 

(4) The power to make rules. conferred bY' this section is subject to t1.l,e 
condition of the rules being made. after previous publication. 

(5) All rules made under this section shaH be published in the local official 
Gazette and on such publication shall have effect as if enacted in this Act. 

1.1 isceUaneous. 

44. (r) AIl s~ms due from a registered society or from an officer or 
member or past member of a registered society as 

R~':~~~!::t~ue such to the Government. including any costs awarded 
to the Government under Section 37. may be recovered 

in the same manner as arrears of land-revenue. 
(2LSums due from a registered society to Government and recoverable 

under sub-section (r) 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 Local Govern
ment may, by special order in each case and subject 

tic!: fra!.° con~~:~ to such conditions, if any, as it may impose, exempt 
.as to registration. any society from any of the requirements of this Act 

as to registration. 
46. The Local Government may, by general or speCial order, exempt any 

r Power to exempt 
registered societies from 
provisions of the Act. 

registered society from any of the provisions 9£ this 
Act or m.ay direct that such provisions shall apply 
to such society with such modifications as may be 
specified in the order. 

41. (r) No person other than a registered society shall trade or carry 
on business under any name or title of which the word 

Prohibition of the nse of.. t'" - rt 'th t th ct· f th the word ,. co-operative." co-opera lve JS pa WI ou e san Ion 0 e 
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. 



:Sl8 PART IV, APPENDIX n. 

(2) Whoever contravenes the provisions of this section shall be punishable 
with fine which may extend to fifty rupees and in the case of a continuing 
offence with further nne of five rupees for each day Oil which the offence is. 
continued after conviction therefor. 

Indian Companies Act, 48. The provisions of the Indian Companies Ad. 
1882, not to apply~ ISB!!. shalI not apply to registered societies. 

49. Every society now existing which has been registered under the 

Saving of existing 
societies. 

Co~perative Credit Societies Act, 1904, shalI 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. 

Repeal. 50. The Co~perative Credit Societies Act, 1904. 
is hereby repealed. 



APPENDIX III. 

EXEMPTIONS AND CONCESSIONS. 

SEPARATE REVENUE DEPARTMENT. 

Income Tax. 

No. 68I-F .• dated Delhi. the 28th December 1912. 

In exercise of the powers conferred by section 28. clause (a) of the C0-
operative Societies Act (II of 1912). the Governor-General in Council is pleased 
to remit the income tax payable in respect of the profits of any~Co~perative 
Credit Society for the time being registered under that Act. or of the .div~dends 
and other payments received'by the members of any such sOCiety on account 
of profits. 

2. The Notification of the Finance and Commerce Department No. 6zx6-
S.R •• dated the 30th September 1904, is hereby cancelled. 

Separate Revenue. 

Stamps. 

No. 683-F .• dated Delhi. the 28th December 1912. 

In' exercise of the powers conferred by section 28, clause (b), of the Co· 
operative Credit Societies Act, 1912 (II of 1912). the Governor-Genera! in 
Council is pleased to remit the stamp duty with which, unde,t' any law for the 
time being in force, instrumenfs executed by or on bElhalf of any Co-operative 
Credit Society for'the time being registered under that Act. or instruments 
executed by any officer or member of any such Society. and relating to the 
business of the society. are respectively chargeable. 

2. The Notification of the Finance and Commerce Department No. 6220-
S.R., dated the 30th September '1904. is hereby cancelled. 

NOTIFICATION. 

No. 376. Home Department Uudicial). dated Simla, Ike 24th 4P,j, 1914. 

In supersession of the Home Department. Notification No. 2025~ dated 
the 20th June 1910, and in exerc'ise of the powers conferred by section 28, 

, (519) 
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clause (C). of the Co-operative Societies Act. 1912 (II of 1912). the Governor
General in Council is pleased to remit the following fees payable under the 
law of registration for 'the time being inforce. namely :-

(a) All fees payable by or on behalf of any Co-operative Society for the 
time being registered under that Act ; and 

(b) . All fees payable in resp~ct of any instrument executed by any officer 
or member of such a society and relating to the business thereof. 

NOTIFICATION. 

No. 363. dated Nagpul'. the 13th August 1:912. 

In exercise of the powers conferred by section 46 of the Co-operative 
Socie,ties Act II of x912. the Chief Commissioner is pleased to exempt the 
Central Provinces and Berar Provincial Co-operative Bank. Limit~. from the 
following provisions of the said Act .... namely:- ' 

Section 5. clause (b).-
~. 14 (x), 

23, 

.. 24· 

.. 33· 

C9NCESSION FOR THE ISSUE OF REMITTANCE TRANSFER 
RECEIPTS AT PAR. 

Article x43B (9) 01 the Civil Account Code:- -
.. Co-opel'ative Societies (credil and non~l'edit).-For remittances between 

societies provided that the amount to be remitted is not less than Rs, 150 ," 

ISSUE OF CASH ORDERS ON SUB-TREASURIES, 

Note to Arlicle 390 01 the Civil Account Code:-- -
.. Nole.-Remittance transfer receipts are not payable at sub-treasuries 

save as expressly provided in Appendix D. But if the money payable Oli a 
remittance transfet receipt is required at a sub-treasury there is no objection 
to the issue of a cash order to the payee for presentation at the sub-treasury. 
In such case the payee should receipt the remittance transfer receipt as 
'Received payment by a cash order on Sub-treasury.' and 
the Treasury Officer at the district treasury should finally deal with the 
remittance transfer receipt, and should take the same precautions regarding 
the delivery of the cash order as are prescribed in the case of payment in 
cash." 
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Note.-In cases of slight clerical irregularities the Central Banks may 
encash Remittance Transfer Receipts under Article 39I of the Civil Account 
Code, which runs as follows :-

II The points in order are .. that the bill has been advised; that it corre
sponds in all particulars with the-advice; that it bears the genuine signature 
of the drawer; that it bears the signature purporting to be that of the Treasurer 
unless issued by a Presidency Bank or one of its branches ; . that it has not been 
tampered with; and, of courSe, that it is not a cancelled or a lapsed bill or one 
of which a duplicate has been paid. Yet a bill may be paid-':' 

Without advice, if there is no reason whatsoever to doubt its genuineness, 
and if sufficient security is offered. In the case of well knowna:ndreliable 
holders, this security may be dispensed with. The Treasury Officer should .in 
all such cases apply for the necessary advice without delay. 

Even though differing from the advice, at the discretion andJisk of the drawee, 
provided there is no suspicion of fraudulent alteration, nor any possible doubt 
of the genuineness of the bill. But great caution should be exer<;ised before 
paying on a bill an amount larger than that named in the advice. 

Note.-lf the Remittance Transfer Receipt bears no signature pni'por~ing 
to be that of the Accountant the fact should be immediately brought to 'the 
notice of the Treasury Officer who issued the bill, in order that -he may ascertain_ 
whether the amount was _ correctlybrou~ht to book." 

INVESTMENTS AND DEPOSITS BY GOVERNMENT SERVANTS IN 
CO;"()PERATIVE BANKS. 

The Local Administration has permitted Government servants of every 
class to make investments- or place deposits in the -ProVincial Co:.operative 

.Bank, Limited, Jubbulpore, and in all Co-oper~tive Central BankS situated in 
the Central Provinces and Berar. 
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The following rules have been framed by the Central Prov
incis Administration under Section 43 of the Co-operative 
Societies Act II of 19I2. They have been made applicable to 
the Central Provinces, by Notification No. 355 of the 26th oj Sept
ember, 1916, and to Berar by Notification No. 356 oj the same 
date. 

RULES. 

I. In these rules-
The" Act" means the (,:o-operative Societies Act. 1912' 

(II of 1912), and" Rules" mean Rules made under the Act 
and for the time being in force. ' 

2. Subject to the provisions of Section 5 of the Act. 
where the liability of a member is limited by shares, no member 
other than a registered society shall hold more than one-fifth of 
the share capital of the society. 

3. Every application for the registration of a society 
shall state-

(I) the name and address of the society proposed for 
registration ; 

(2) whetheJ;' it is intended to be limited or unlimited ; 
(3) the area of operations; 
(4) the objects of the society; 
(5) the amount of initial capital it is proposed to raise ; 
(6) the manner in which the capital is to be raised. i.e .• 

by the issue of shares, 
by receiving deposits, 
by borrowing, 
by donations, 

and the amount of capital already subscribed or 
promised; 

(7) the qualifications for membership of the society ; 
(8) the names and residences of the applicants; and 

( 522 ) 
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(9) whether each applicant is an agriculturi.st or non-
agriculturist. . _ 

4. Every such application shall be attested by the signa
ture (or the thumb impression) -of each applicant, .and· shall 
be forwarded to the Registrar through the Deputy Commis
sioner of the District in which the place of business of the 

• society is situated. 
5. In forwarding the. application the -Deputy Commis

sioner shall recommend (a) registration, or (b) refusal of regis
tration. If the recommendation be that registration should 
be refused, the Deputy Commissioner shall state the reasons 
for it clearly. 

6. Tpe Registrar shall consider the application and may ~ 
if necessary, order further enquiry or refuse registration. Should 
he decide to allow registration he shall register the society in a 
register to be kept for that purpose. 

7. Every such entry shall be attested by the seal and 
signature of the Registrar, and shall be open to inspection 
by the public without fee. 

S. The Registrar sha~l communicate to the society his 
decision to allow or refuse registration by an order under his 
own signature. He shall also forward to the society a certified 
copy of the by-laws, as finally approved by him, as soon as 
they have been finally passed. 

9. If the Registrar refuses to register a society, an appeal 
shall lie to the Financial Commissioner, within two months 
from the- communication of such refusal to the applicants, 
who may direct'the Registrar to register the society. 

10 •. No society with unlimited liability shall be registered 
unless it agrees to purchase at least 'One share in· the Central 
Bank to which it proposes to become affiliated. 

II. Every application for registration shall be accom
panied by by4aws dealing with the following matters:-

(Ir the election and admission of members and the pay
ment to be made or interests to be acquired before 
exercising rights of membership ; 

(2) the withdrawal and expulsion of members and. the 
payments to be made to members who withdraw 
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or are expelled and for the liabilities of past 
members; 

(3) the mode1.n which the value of a deceased member's 
_ interest shall be asct:.rtained; 

(4) the liabiljty of the members of the society; :. 
(5) the conditions on which loans to members may be 

granted, the period for which loans may be made,· 
and the amount which may be lent to an individual 
member; 

(6) the formation of a reserve fund, and in the case 
of societies with limited liability the proportion 
to the total liabilities to which it should attain 
and the ~ate to which interest on loaps to members 
sh6uld be reduced before profits may ~e distri
buted to the members; 

(7) the man~er in which the capital of the society 
may be r<!lised ; 

(8) the procedure at general meetings of members. 
the powers to be exercised by such meetings, and 
the intervals at which they must be-held; 

.(9) the appointment of a committee and other officers 
of ,the society, the procedure at meetings of the' 
committee, the powers and duties of the committee 
and other officers and the suspension and removal 
of officers of the society ; and 

(10) the rate of interest on deposits, the objects "to which 
reserve funds may be applied and the investment or 
utilization of "such funds' _ or of any other funds 
under the control of the society. 

12. All by-laws must be passed at a general meeting 
by a majority of not less than two-thirds of the votes of members 
present. -

13. No by-laws shall be made, altered. or abrogated 
without the sanction of the Registrar. 

14. (I) Every applicant for admissiQn as a member must 
agree to pay such' admission fee as may be prescribed in the 
by-laws.· In the case of borrowing societies with unlimited 
liability no member shall be granted a loan 'unless he agrees 
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to purchase at least one share of Rs. 5 in the Central Bank 
to which his society is affiliated; and his, debt to his society 
shall not be allowed to exceed a sum greater than ten time~, 
the value of the share or shares in, the Central Bank which 
he has agreed to pUl:chase. The Registrar may apply thi!t 
rule to any society or class of societies with limited li~Qility. 

(2) No person shall be granted aloan from'the funds of .~ 
registered society unless he produces from amongst his fellow 
members two sureties whoshal1 in the first instance be personal~y' 
responsible for his borrowings up to the amount of the credit 
duly sanctioned by the'society in his favour. 

(3) No person shall be admitted to membership of a 
registered society who does not satisfy the requirements of the
Act or who is lega~ly or mentally disabled or who is a. bankrupt or 
against whom a conviction stands of a cognizable an4,non
bailable offence or, in the case of a society with unlimH:~d 
liability, who is already a m~mber of ailOthersoci~ty of unlimited 
liability. 

(4) Any member who may at any time be fOUI;l<i to be- ' 
disqualified ~or any of the reasons mentioned in clause {3} 
above shall be removed from the society. 

(5) In case of doubt, the dec~sion of the Registrar as, to 
whether a person is. or is not, eligible for membership of a. 
registered society, or is, or is not, liable to removal from memb~r
ship of a registered society shall be final. 

IS. (I) Subject to sucJl limit as the Regi~tra.r may im
pose from time to time on its maximum borrowing ·powers. 
and the maximum rates of interest to be paid on its !?orrowings,. 
a registered society may borr~w funds to be used in its· bu~ines~ 
from members and non-members. -. -

(2) Subject to the limit imposed by the Regist~ar a regist
ered societ~ shall determine' annually at a general meeting: 
the maximum limit of indebtedness in respect M existing
and new borrowings which may be incurred. in the comingy~ar;: 
such iimit may be modified at a subsequent generai meeting .. 

16. The issue of bonds or deb~ntu.res bya registered 
society shall be subject. to such conditions. as tI"e Regi~trar 
may pre~ibe. 
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17. With the previous sanction of the Registrar, any 
society may invest its funds or a portion thereof in the purchase 
o()r leasing of land or in the construction of buildings or in such 
o()ther manner as may be necessary for the conduct of its 
business and the welfare of the co-operative movement. 

18. If a registered society requires financial assistance 
from Government, it shall forward an application through 
the Deputy Commissioner to the Registrar setting forth in 
full the reasons which lead the society to ask for such assistance. 

19. Notwithstanding anything contained in these rules 
-or in the by-laws of a registered society as to the mode of sum
moning a general meeting and the object, time, and place of 
such meeting, the Registrar or any person authorized by the 
Registrar may summon at any time a special general meeting ~ 

of the society in such manner and at such time and· place as 
he may direct and may specify what matters shall be 
discussed by the meeting. Such meeting shall have all the powers 
-of, and be subject to the same rules as, a general meeting 
-called according to these rules or the by-laws of the society. 

20. Every society shall maintain such accounts and regis
ters as the Registrar may from time to time prescribe, and shall 
publish a balance sheet annually in such manner as the Regis
trar may, by general or special order, prescribe. 

21. Every registered society shall be liable to pay such 
audit fees as the Registrar may prescribe. 

22. Every society shall from time to ~time furnish the 
Registrar with such information and with such returns as may 
be called for by him. 

23. Copies of such entries in the books of societies as may 
be required for the purposes of Section 26 of the Act shall be 
made by the Secretary of the Society and, shall be certified 
by him and by another officer of the society or member of the 
-committee to be true copies. 

24., Every society shall maintain a register of members, 
and where there is share capital a register of shares. 

25. Any dispute touching the business of a Co-operative 
Society between members or past members of the society or 
persons claiming through a member or past member, or between 



CO-OPERATIVE SOCIETIES ACT II OF 1912. 527 

a member or past member or persons so claimimg and the 
committee or any officer, shall be referred to the Regis1;!'ar. 

26. The Registrar, on receiving notice of such dispute, 
shall, at his discretion, either decide the dispute himself. or 
shall appoint an arbitrator or shall refer it to three arbitrators, 
of whom one shall be nominated by each of the p~rties to the 
dispute and, the third shall be nominated by the Registrar 
and act as chairman. If any party to a dispute fails to nomi
nate an arbitrator within 15 days, the Registrar may himself 
make the nomination. 

27. The Registrar or the arbitrator or arbitrators shall 
have power to administer oaths, to require the ,attendance 
of all parties_ concerned and witnesses, and to require the pro.; 
duction of all books and documents relating to the matter of 
the dispute, by a summons sent by registered post to the 
party's last known address. 

28. The arbitrator appointed by the Registrar, or the 
arbitrators to whom the Registrar has 'referred a" dispute, 
shall" record a brief note in English or the vernacular of the 
evidence of the parties and witnesses who attend and, upon 
the evidence so recorded and after consideration of any docu
mentary evidence produced by either side, a decision or award, 
as the case may be, sh_all be given in accordance with justice, 
equity, and good conscience and shall be reduce~ to writing. 
In the absence of any party duly summoned to attend, the 
dispute may be decided against him in default., In cases where 
three arbitrators are appointed, the opinion of the majority 
shall prevail. -

29. Any person duly summoned by the Registrar or 
arbitrator or arbitrators to appear before him or them, or to 
produce any document~ and failing to do ,so shall be liable to 
the penalties prescribed in Rule 7 (2) of the Second Schedule 
of the Code of Civil Procedure, 1908 (V of 1908). ' 
"30. Any party aggrieved by an award of an arbitrator 
or arbitrators may appeal to the Registrar' within one month 
of the date of the award. 

31. An award of the arbitrators, if not appealed against 
within one month, and any decision or order of the Registrar 



)28 RULES UNDER THE 
\ 

shall, as betwee~ the parties to the dispute,_not be liable to be 
:alled. in question in any Civil or Revenue Court and shall be 
in all respects final and conclusive. , 

32. . Decisions and awards mentioned in Rule 31 shall. 
:m application to any Civil Court having local jurisdiction. 
be enforced !n the same manner as a decree of such Court. 

33. In proceedings held under Rules 25 to 30 no party 
;hall be represented by any legal practitioner, except with the 
permission of the Registrar or arbitrator or arbitrators. 

34. (I) A~y me~ber of a registered society may, in writing 
:>r by a declaration duly made, nominate any person_ or persons 
to whom hi.s share or interest, or the value of such share or 
lnterest and all other monies- specifie4 in Section 22 of the Act 
that may be due to him, may on the death of such member be 
paid or transferred under the· provisions of the said- section .. 
and may in similar manner from tim~ to time revoke or vary 
such nominat:on: 

Provided that the value of the member's share or interest 
shall be represented by the sum actually paid by the member 
to acquire such share or interest, unless the by-laws provide 
for calculation thereof otherwise. . 

(2) Every registered society shall keep a register of all 
persons so nominated. 

35. Every registered ~ociety shall !orm. and maintain, a 
reserve fWld to which at least one-fourth of the net profits 
must be carried. 

36. The·. reserve fund of a registered society shall be 
indivisible and no member shall be entitled to claim any 
specified share in it. 

37. On the dissolution of a registered society. the reserve 
fund shall-be applied-

('1 to discharging. such liabilities. of the society as, may 
remain undischarged aftel the enforcement in full 
of the lfability of the individual. mempers of the 
society; 

(ii) to the repayment of share capital paid, up, if any; -
(iii)- to. the payment of dividend upo~ such sPare capital 

at a rate not exceeding la, per cent. pez: annum 
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- for any period or periods for which n? dividend 
has been paid. . 

38. Any balance of the reserve fund which may remain 
after making the payments specified in Rule 37 shall be applied 
to such local object or objects of public utility as may be selected 
by a majority of the votes of the memb~s of the society (as 
they existed on the date of dissolution) assembled in a special 
meeting. ·and approved of by the Registrar. If. Within· three 
months of the dissolution of the soCiety the members fail to 
make a selection which is approved of by the Registrar, the 
latter shall credit the above. ~entioned balance of the reserve 
fund to the reserve fund ofthe Co-operative Society, if any, 
to which the society was affiliated. or. if the society was not 
affiliated to any other society, shall place the said balance 
on deposit in some co-operative or other bank until a new 
Co-operative Society with asimi1ar area of operations is 
registered. in which event it shall be credited to the reserve fund 
of such society. 

39. In no registered society shall the rate of dividend 
paid on shares exceed .12. per c,ent. per annum without the 
sanction of the Registrar. -

40. Except for the appeal a~owed under Section 39 
of the Act and under Rule 9 of these rules. no appeal shall lie 
against any order of the Registrar pass~d in any matter dealt 
with in the Act or in the rules framed under the Act. 

41. The following procedure shall be adopted by a liqui
dator appointed under SeCtion 42 of the Act :-

cs 

(a) The liquidator shall take into his custody or under 
his control all the books, :registers. and accounts 
belonging to the society ~nd all the property. 
effects and a~tionable claims to which the society 
is entitled. _.-

(b) The liquidator shall ascertain what the dues and 
other assets of. the society and its debts and 
liabilities are, and shall investigate all claims 

. against the society. The liquidator may publish 
. in such manner as he thinks proper a notice 

requiring all claims against the dissolved society to 
34' 
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~e submitted to him within ·two ,months from the 
date of pUblication thereof. 

I 

(c) -The. liquidator. shall decide questions of priority 
arising between claimants and shall draw up a 
scheme for the payment of their dues. 

(d) The liqUidator sha,ll recover all sums and 
other properties to which the· society is entitled 
and. may institute such suits for that purpose or 
such suits incidentai to the liquidation proceedings· 
as he may think prop~r. 

(e) The liquidator may empower any person to make 
co.lections and to grant valid receipts on his 
behalf. . 

J 

U) If the assets of the society (including the amounts 
recovered by the liquidator) are not sufficIent to 
cover the.costs.of1iquidation and to payoff the 
liabilities of the society, the liquidator shall-

(i) determine the contribution to be made by the 
members and past members, respectively, to 
the assets of the society, and 

(ii) determine by what persons and in what pro-: 
portion the costs of liquidation are to be 
borne. 

(g) The liquidator may apply to the Civil Court, having. 
local jurisdiction, for the enforcement of his 
orders in respect of the payment of contribution 
and the costs of liquidation. Every such appli
cation shallbe made in the same manner and (so 
far as may be) shall .contain such particulars as is 
provided in the case of a pplications for the 
execution of decrees under the Code· of Civil 
Procedure, I908. 

(h) The liquidator may from. time to time revise his 
orders determining the amounts of contrilSution 
and the costs of liquidation, and may apply to 
the Civil Court for the enforcement of such revised 
orders or for the modification of any application 
already made. 



CO-OPERATIVE SOCIETIES ACT 11 OF 1912. 531 

(J) The liquidator may send to the Deputy COIl}missioner 
for service or execution all processes for the 
enforcement of the attendance of witnesses and.. 
of the p~oduction of documents, including aU 
orders for the attachment of property and orders 
for the levy of fine -made by the liquidator in 
exercise of the powers vested in him by Section 42, 
Sub-section (3) of the Act : 

. . -
Provided that all costs for serving or executing such 

processes shall be payable in Court-fees in .accordance with the 
scale fixed for, and in the same manner as is provided in the 
case of process issued by Revenue Courts, under the Court-fees 
Act, 1870. 

0) The liquidator shall keep such books and. accounts 
as may from time to time be prescribed by the 
Registrar, who may at any time cause such books 
and accouIits to be audited. 

(~) The liquidator shall deposit the funds and other assets 
of the dissolved society which are collected by 
him or which may come into. his 'possession as 
liquidator, in such manner' and in such place as 
may from time to time be determined by the 
Registrar. 

(l) The liquidator shall every three months submit to 
the Registrar a report stating the progress made 
·in winding up the affairs of the society, and shall 
on completi6n of the liquidation proceedings 
submit a final report and make over to theRegis~ 

,trar all books, registers, and accounts belonging 
to the society and allrbooks and accounts relating -
to such' proceediilgs kept by him. . • 

(m) The liquidator shall also submit such information 
and particulars with regard to the liquidation 

. proceedings as may from time to time be required 
by the ... Registrar. . 

42. No appeal shall lie from any order of the liquidator. 
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