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CHAPTER I. 

INTRODUCTION. 

1. Background to the appointment.-The State Co-operative 
Council at its meeting held on February, 6, 1953, had appointed a Sub
Committee to consider the question of overhauling of the Bombay 
Co-operative Societies Act, 1925, and the Rules made thereunder in 
view of the rapid development of the co-operative movement and the 
new problems arising in the day-to-day working of the co-operative 
societies. This Sub-Committee of the Council, however, felt that 
the task could best be done by a Committee appointed by the 
Government and assisted by the necessary staff. The State Co-opera
tive Council, therefore, requested the Government at its meeting held 
on February, 7th, 1955 to appoint a Committee for the purpose. In 
view of the impending reorganisation of the. State, the Government 
postponed decision on the resolution of the Council. 

2. Appointment of the Committee.-By its resolution, No. CSA-
1456-D, dated December, 19, · 1956, the Government (Jf Bombay 
appointed a Committee of the following members to consider the 
question of amendment of the Bombay Co-operative Societies Act and 
Rules:-

Shri ·G. M. Laud (Chairman), 

Shri G. H. Thakore, 

Shri C. K. Patel, Joint Registrar, Co-operative Societies, Member-
Secretary. 

The Resolution also asked the Committee "to study the Co-operative 
Societies Acts which are in force in the component parts of the 
State, viz.-Kutch, Saurashtra, Vidarbha and Marathwada areas and 
to suggest a common Act for al1 the areas and to submit its report 
within one month". 

3. The Chairman, after consulting his colleagues, r·~presented to 
the Government that the work of the Committee would be facilitated 
if the representatives of the component parts of the State were 
assodated with its deliberations and the period for enquiry duly 
extended. ThL; question was discussed by the State Co-operative 
Council at its meeting on January, 12, 1957. Following its recom
mendations. the Government of Bombay by its Resolution 
N0. CSA-145G·D, dated February, 19, 1957, appointed the following 
additional members on the Committee constituted by the Government 
Resolution, Industries and Co-operation Department, N'J. CSA-1456-D, 
dated December, 19, 1956 :-

1. Shri R. V. Kalikar, M.A., Chairman, Vidarbha Co-operati\'e 
Bank Ltd., Nagpur. 

L-A Qb 2437-1 
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2. Shn M. P. Nandedkar, B.A., LL.B., 

3. Shri 1\L R. Unwala, B.A., LL.B., Chairman, co..:operative 
Tribunal, Rajkot Division, Bhavnagar. 

4. Shri M. R. Unwala, attended the first meeting of the Committ~e 
but had to resign thereafter owing to ill health .. The Government by 
its Resolution, No. CSA. 1456-D, dated April, 23, 1957, therefore, 
appointed Shri Maldevji Odedra, B.A., LL.B., Advocate, Porbundar, 
as a member in place of Shri M .. R. Unwala. 

5. Period of enquiry.-The Government ResoluEon, dated Decem
ber 19, 1956, required the Committee to submit 1ts report within 
a month. By its resolution, dated February, 19, 1957, the period was 
extended to the end of May 1957. The first· meeting of the 
Committee was held on March, 14, 1957. As a result of the preliminary 
enquiry, the Committee came to the conclusion that the time period 
within wbich it was required to submit its report was ir.adequate and 
would require, to be extended upto July, 15, 1957. The Government 
by Resolution No. CSA. 1456-D, dated 30th May 1957, was pleased to 
extend the period asked for. 

6. Wo1·k of the Committee.-The Committee held its first meeting 
in.Bombay on March, 14, 1957, to discuss the method of conducting the 
enquiry. It inspected the mass of the material collected by the 
Department both from official· and non-official §iOUrces during the past 
four years as well as the copies of replies made available by !·epre
sentative institutions in Bombay State in response tl) the question
naire issued by the Committee on Co-operative Law appointed by the 
Union Ministry of Agriculture. The Committee, therefor.=, decided 
that the issue of a questionnaire should be dispensed with in order to 
expedite the enquiry. It, however, appealed to co-operators and co
operative instltutions to submit their representations for changes in 
law which they considered necessary in the interests of societies 
before, and decided to follow this up by personal discussions with the 
representatives of different types of co-operative institntions . in 
different re~ions now forming part of the Bombay State. 

7. The Committee visited Nagpur, Aurangabad and Ahmedabad 
to discuss with the representatives of co-operative institutions in the 
component parts of the Bombay State, i.e~ Vidarbha, Marathwada, 
Saurashtra and Kutch, the problems arising from the operation of the 
existing Co-operative laws in their regions and from the introduction 
of a common law for the whole of Bombay State. Th~ Committee 
also had dE'tailed discussions with leading co-operators in Maharashtra 
and Gujarat &t Poona and Ahmedabad, respectively, and examined 
the Registrar of Co-operative Societies on the operation of the 
Bombay Co-operative Societies Act, 1925. In all it examined 36 wit
nesses and he}d 34 meetings to discuss the evidence tendered and the 
provisions in the Act and the Rules. 



3 

8'. Plan of the Report.-In the following two chapters we have . 
surveyed the growth of co-operative legislation in this country and 
explained our approach to the problem of improving 11pon the exist
ing provisions in the Bombay Co-operative Societies Act, 1925. We 
have come to the conclusion Jhat a new Act, based mainly on Act VII 
of 19::!5, but taking note of the more recent co-opE!fative practice and 
the contemplated expansion of Co-operation, is necessary. We have 
discussed in the subsequent chapters in detail the patt~rn o! co-opC'ra
tive law which, in our opinion, would meet the needs of Co-operation 
and have summarised the changes proposed by us in the present Act 
in Appendix A. One of the terms of reference relatc:s 
to the Rules. We are of the view that the appropriate stage 
for framing the Rules will be after the passing of the nt>w law and 
have, therefor~, refrained from framing the draft :ules. We have 
also made certain ancillary recommendatiqns on matters which are 
closely related to the efficient administration of the Act. 

L-A Qb 2437-la 



CHAPTER II. 

CO-OPERATIVE LEGISLATION:. 

9. Background.-Co-operative law is a comparatively recent piece 
of legislation, having its origin in the Industrial and Provident 
Societies Act of 1852, enacted in the United Kingdom. Prior to this 
law, co-operative societies in the United Kingdom were generally 
governed by the Friendly Societies Act. From these two pieces of 
British legislation stemmed the co-operative laws in different coun
tries. Although in actual details, they differ from each other in 
view of the different conditions under which co-operative societies 
operate in different countries, co-operative laws are by and large a 
modified code of the Company Law with co-operative principles 
fitted therein. 

10. Co-operative legislation during the past 100 years has displayed 
certain basic trends. Their main object is to provide the general 
basis for protecting the co-operative character of the institutions 
registered under the Act and leave the creation of the real substance 
to the bye-laws of each society. Secondly, it is noticed that countries 
with well-developed co-operative economy have sound co-operative 
legislation. This objective. is achieved by periodically effecting 
amendments to the Act in order to meet the requirements of the 
progressive expansion of the movement. The logical corollary of this 
is that historically, sound legislation can only follow the natural 
development of the co-operative movement and can never precede 
the living co-operative societies. This explains the periodical changes 
in co-operative legislation to which India is not an exception. 

11. The laws of Co-operation in Europe are the product of the 
constant endeavour to give legal status to co-operative practice 
evolved from time to time in different countries. The Bulgarian 
Act of 1948 emphasises that the objective of co-operation in that 
country is to promote the economy of the country and supply the 
economic and social needs of the members. The Polish Law ')f 1948 
provides for state intervention and empowers the Ministry of Industry 
and Commerce to appoint, in the case of mixed associations such as 
Marketing and Handicrafts, a quarter of the members of the Super
visory Councils and approve the nominations of the Committee 
members. In Rumania, a co-operative can be registered under the 
law only when it is acceptable to its federal institution for the pur
pose of affiliation. These are some of the trends of co-operative 
legislation in certain totalitarian countries. The Swedish law per
mits large sized societies to hold branch meetings which elect dele
gates to form general meetings and allows voting by proxy on the 
basis of one member one proxy. The French law of 1948 governing 
co-operative societies to be reconstructed with State aid insists on 
strict administrative supervision by the State till they are able to 
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work without the State aid. In the United Kingdom ihe Industrial 
and Provident Societies Act, permits a society to convert itself into 
a joint stock company and a company into a society. The Greek law 
prescribes educational qualifications for persons before they are eli
gible to seek appointment or election as directors and financial super
visors and imposes a penalty of imprisonment on a person who, 
actuated by his own interest, hinders or prevents anybody from be
coming a member of a co-operative or attempts " to compel or per
suade a member to retire from the co-operative or use illicit means 
which may cause the dissolution of the co-operative or any other 
loss to it." Elsewhere ideas regarding voluntary membership, State 
aid, the intervention of the State and other controversial issues have 
undergone a radical change since the days when the Rochdale Pio
neers laid down the co-operative principles -~nd prescribed the rules 
of co-operative practice and Wolff elaborat~d them. 

12. Co-operative Credit Societies Act, 1904.-Prior to 1904, co
operative societies in India could be registered either under the 
Societies' Registration Act (Act XXI of 1860) or under the Indian 
Companies Act of 1882. It was, however, found that the elaborate 
provisions in the latter Act were not wholly suitable to the formation 
of co-operatives. The problem of providing rural finance through 
co-operatives stimulated the need for a separate piece of legislation 
and consequently Co-operative Credit Societies Act (Act X of 1904) was 
passed "to encourage thrift, s~lf-help and co-operation". This Act 
was largely based on the Engllsh Friendly Societies Act of 1896 and 
conferred corporate existence on co-operative institutions. The object 
of the law was, to quote the G.overnment of India Resolution "to 
provide the requisite legal basis for the establishment in India of 
Co-operative Credit Societies". In this Act were combined the co
operative principles with the provisions of the Indian Companies Act 
without invoking the complexities of the latter law since the object 
was to encourage the formation of co-operative credit societies for 
simple people with simple means. Although its main object was to 
assist the organisation of agricultural credit on a co-operative basis, 
it recognised, in the words of Sir D. Ibbetson, who piloted the legis
lation, that "artisans, employees of smaller pay may very properly 
be admitted to the benefits of our legislation." 

13. The main feature of this Act was that Co-operation was con
fined to credit only. Mr. Wolff, however, records this was a slip 
and " the goal which it set before it from the verj beginning was a 
much larger one such as is now comprehensively pursued, with all 
forms of beneficient co-operation kept in view." It promoted the 
registration of co-operative societies for the encouragement of thrift, 
self-help and mutual aid among its members provided they were not 
less than 10 and they lived in the same village or town or belonged 
to the same class or caste. It conceived that the main business of 
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the society would be to raise funds by deposits ·from members and 
loans from non-members, Government and other co-operative socie
ties, and to distribute the money thus obtained in loan to members, 
or with the special permission of the Registrar, to other co-operative 
credit ·societies. The organisation and control of these societies in 
every presidency was placed in charge of a special Government 
Officer called the Registrar of Co-operative Societies, who was also 
charged with the responsibility of auditing their accounts. The 
empnasis was on unlrmited liability and the payment of dividends 
out of profits of a rural society was debarred. 

14. The Co-opera:tive Societies Act of 1912.- -The Act of 1904 was 
primarily meant to encourage agricultural credit co-operatives and 
ruled out the possibility of the development of non-credit co-opera
tion. It was also assumed to meet the requirements of primary 
credit societies only. The progress of the movement during the 
following 7 years, however, demonstrated that even rural credit co
operation could not make appreciable_progress under the Act because 
of the lack of facility for higher finance. In the light of this experi
ence, the Co-operative Societies Act of 1912 was enacted. The Act 
(Act II of 1912) retains simplicity and elasticity, which were the 
features of the earlier legislation and dealt only with bare necessities 
leaving the details to be worked out by the State Governments in 
the light of the conditions operating in each State. It marked the 
next stage in the development of co-operative legislation by provid
ing facilities for the registration of financial, supervisory and other 
types of federal organisations and by expanding the scope of co
operation to all spheres of activities. 

15. Besides authorising formation of co-operatives for purposes 
other than credit, which was possible under the Act of 1904 only 
with the special permission of the Local Government, the Act of 
1912 defined in precise terms the objects for which co-operatives 
could be organised and shifted the division of societies from rural 
and urban to that on the basis of liability. It also facilitated the 
growth of central societies by insisting on limited liability, empower
ed the Local Governments to frame rules and alter the bye-laws so 
as to put restrictions on dividends to be declared by societies and 
gave the latitude to the societies with limited liability to sanction 
distribution of profits to their members in accordance with the prin
ciples laid down by the Local Governments. Further-more, the 
societies were allowed, with the permission of the Registrar to con
tribute from their profits, after providffig for the reserve fund, an 
amount upto 10 per cent. of their remaining profits to any charitable 
purpose as defined under the Charitable Endowments Act. This 
enabled the movement to keep itself in close touch with local li'fe. 
One significant provision in the Act was prohibition of the use of 
the word "co-operatives" as part of the title of any business con
cern other than a registered co-operative society. 



16. Bombay Co-operative Societies Act, 1925.-Following the 
enactment of the Government of India Act in 1919, co-operation 
became a tra~sf~rred subject and the Government of Bombay was 
the first Provmc1al Government to seize the initiative for enacting 
separate legislation on the subject. Introducing the Bill to con
solidate and amend the law relating to co-operative societies in the 
PrEsidency of Bombay in the Bombay Legislative Council, the late 
Shri A. M. K. Dehlavi, the then Minister for Co-operation, 
explained : " Under the existing Act there are rules which were 
framed from time to time but an attempt has now been made to 
embody tho&e rules in this Bill. Really speaking the Bill makes 
provision for three important matters. Firstly, a distinct classifica
tion of the various societies whose objects, finance and methods of 
working are different, has been made.. Secondly, a clear cut 
system of winding up, liquidation and dissolution of societ~es on the 
analogy of the Indian Companies Act, 1913, has oeen introduced. 
Lastly, provision desired by a . majority of ·co-operators in this 
Presidency for the summary recovery of dues in arbitration cases 
through the revenue authorities has been made. The opportunity 
has been taken also for the remodelling of some of the sections and 
to bring them on the basis of Co-operation in its present light". 
(Bombay Legislative Council Debates, Official Report, July. 24, 1924, 
Page 345.) Thi~. Bill, in the framing of which the late Shri Janardan 
A. Madan, the then Registrar and the late Shri Lallubhai 
Shamaldas, the then Revenue member, played a prominent part, 
was finally passed into law, ,<9n December 4, 1925. Bombay thus 
provided a model of co-operative legislation to other provinces and 
co-operation in Bombay State was well served by this Act for 23 years 
without any major amendment. 

17. The Bombay Co-operative Societies Act (Act VII of 1925) 
reproduced in the main, the framework of the Act of 1912, but 
introduced important modifications. The Government of !ndi:=! Act 
had confim·d the formation of co-operatives to "agriculturists, artisans 
and persons of limited means." The Bombay Act threw open 
Co-operation to persons having common economic needs. Further
more, it highlighted the objectives of Co-operation in the preamble 
by declaring that the goal was "to bring about better living, better 
busine;;s and better methods of production'' by promoting thrift, 
self-help and mutual aid. The notes on clauses in the Bill underline 
the approach and vision of those responsible for the legislatio!l and we 
might be pardoned if we use the same phraseology while detailing 
the main provisions. · 

18. The Act defined societies according to the ciassification 
approved by co-operators in this State and classified them in 
accordance with authoritative books on co-operative jurisprudence 
then available. It raised the limit of interest in accordance with 
a recommendation from the Bombay Central Co-operative Institute 
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and th(~ needs of housing societies after taking into ~onsideration the 
altered value of money. Provision was made in regard to amend
ment of byelaws, meetings and resolutions, which had been lacking 
~n the ?I? Act. The Bill also facilitated the .conversion o: a society 
mto a JOmt~~tock company when it ceased to b.e co-operative in 
spirit while continuing to remain perfectly business-like. While 
extending the co-operative principles to all clas;;;es of societies 
imtead of restricting them to unlimited ~iability so:::iet!es it brought 
the provision regarding restrictions on transfer of share' or interest 
into line with the principles generally accepted as essential to 
a co-operative society. For the first time, the prior charge already 
given to societies under Act 11 of 1912 was clearly defined and 
restrictions or.. transactions with non-members hitheno dealt under 
the Rules werE' incorporated. The Act limited the rewa1d to capital, 
made a formal provision for a rese.rve fund and prohibited invest
ment in ~hares of unlimited liability societies. It codified in 
a clearer form the principles, practice and provisions relating to 
contribution io reserve fund, restrictions on distribution of profits, 
provident fund and contribution to charitable purpo;;;es and omitted 
the intervention of the Collector while extending Registrar's 
powers in 1espect of enquiry. The provisions relating t0 liquidation 
were modelled on the basis of the Indian Companies Act, 1913, and 
care was taken to ensure that the public concessions given to 
a housing so,..:iety were not abused. The mechanism of arbitration 
hitherto dealt with in the Rules was placed on the statute and, by 
incorporating a specific section, the provision in regard to the recovery 
of money due to· a society was unified. The Act also clarified the 
liability <Jttached to past members as well. 

19. Amendments to Bombay Co-operative Societies Act prior to 
1947.--Soon cfter the enactment of the Bombay Co-operative Societies 
Act, 1925, the co-operative movement in the Bombay S~ate was con
fronteci. with severe economic depression and had to apply itself to 
the task of consolidation, rectification and rehabilitation. In the 
thirties, the problem of Co-operation was discussed by the Royal 
Commission on Agriculture, the Central Banking Enquiry Committee 
and the Bombay Provincial Banking Enquiry Committee. Soon after 
the passing of the Government of India Act, 1935, Congress Ministry 
assumed offict: in 1937 and appointed Mehta-Bhansali Committee to 
make t·ecommendations with regard to the future lines of co-operative 
development. During the two decades following the enactment of 
the Bombay Act (Act VII of 1925) it was, however, amended only on 
five occasions and the changes were not of any very C•jnsiderable 
importance. In 1933, Section 72-A was added in order to provide for 
con&tn:.ctiun of references to Co-operative Societies Act of 1912 in the 
enactments. In 1935, Section 33-A was amended in order to e:nable 
Government to guarantee the payment of principal and interest on 
debentures issued by the Land Mortgage Banks and Section 59-A was 
added in order to provide for the transfer of property, which could 
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not be sold for want of buyers. Transfer of property under section 
59 of the Act was made valid by incorporating section 72-B, even 
when it was not attached in execution of an order. These amend· 
ments were e~sentially of procedural character. The only important 
amendments to the Act were in 1938 and 1942. The first recognised 
the importance of crop protection societies and the second sought to 
encourage salary earners' societies by permitting deductions from 
salaries of their members to meet the societies' claims in certain cases. 
In 1943, section 59-B was incorporated for the recovery of arrears due 
to Land Mortgage Banks. 

20. Amendments in 1948.-The Co-operative movement received 
a stimulus during the war period as a result of the shortage of 
housing and difficulties in equitable distribution of consumers' goods 
and foodgrains and from the State Policy of encouraging co-operation 
for sustaining the tempo of economic activ.ity. The Government of 
India appointed in 1944, the Agricultural Finance Sub-Committee of. 
the Agricultural Policy Committee to deal with th~ problems of Agri
cultural Credit and the Co-operative Planning Committee to examine 
the question of developing the co-operative movement on a planned 
basis. The Government of Bombay followed up ine reports of these 
two Commitees by the appointment of Committees fo1· enquiring into 
the orgamsation of agricultural credit, for the promotion of village 
industne~ and co-operative farming and for promoting co-operative 
education and training. The Government decisions on the reports of 
th~ various Committees ne~ssitated the introductio:n of not less 
than 40 amendments to the Co-operative Societies Act in 1948. 

21. The rr"ain object of the Bill which was introduced in th~ 
Bombay Legislative Assembly on February 21, 1948 by Shri V. L, 
Mehta, the then Minister of Co-operation, was to extend the scope 
of working of co-operative credit societies, especially for agricul
turis~s a:1d to widen the field for co-operative activities, particularly 
in the directbn of better farming and joint farming. The first set of 
amendrnents sought to shift the emphasis from unlimited liabiJity to 
limited liability in respect of agricultural co-operative credit societies, 
facilitate the conversion of unlimited societies into limited ones and 
provided mechanism for dividing a society into more than one 
society. It ~::lso enabled the resource societies to get a charge on the 
immovable property of those who sought to derive credit from these 
institutions and to have facilities for the recovery of their dues when 
defaulted. SP.condly, Chapter XI, which had provided a special 
procedure for the formation and working of crop protection societies, 
was made Dpplicable to co-operative better farming societies. To 
encourage them, a provision was made to ensure that the minority 
holders of a land in the area of operation of such a society, could be 
compelled to join the scheme meant for the common benefit of the 
area covered by the scheme. It was proposed to extend this and 
allied provisions to irrigation societies and societies for consolidati_on 
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of holdings. The third set of amendments was aimed at ·,videning the 
scope for the operations of societies of all types. It sought to 
facilitate advances against movable and immovable property subiect 
to certain restrictions and widen the scope for i?vestment of surplus 
funds of societies. At the same time, the ceiling on the rate of 
dividend was lowered from 10 per cent. to 6! per cent., and the 
provision regarding formation of societies with members belonging 
to one particular caste was deleted. The fourth set of amendments 
sought to strengthen the machinery for ensuring development and 
working of ~ocieties on sound lines by penalising benami transac
tions and ve&ted power in the Government to proceed against 
delinquent managers and promoters when the offence was discovered 
as a result of inspection, enquiry or audit. Simultaneously it gave 
opportunities to societies to rectify the defects and provided for 
remedial action through federal institutions. For this purpose, the 
term •· feder&l agency " was defined for the first time in the history 
of co-operativ(: legislation in this country. "This provision", 
Shri Mehta sc:id (Bombay Legislative Assembly Debates, Official 
Report, February 21, 1948, page 121) "is only a very rr.odest attempt 
in this direction (progressive · de-officialization of control over the 
co-operative movement) which we seek to introduce".· In c:rder to 
provide for the furtherance of co-operative education, the Bill made 
it obligatory for societies to contribute out of their profits a certain 
proportion to a fund to be adnnnistered by the Bombay Provincial 
Co-operative Institute. Another important addition related to the 
establishment of Co-operative Tribunal, a feature which does not 
figure in any of the Provincial piece of legislation, for deciding 
appeals relating to arbitration of disputes, etc. 

22. Recent amendments.-Since then, the Act has been amended 
quite frequently in the light of the experience regarding the 
operation of the law. Apart from the amend!llents made to meet 
a legal contingency, very often, quite a good many amendments 
·incorporating new sections in the Act were introduced in order to 
make the legislation more comprehensive. In 1949-50, the amend-: 
ments were mainly confined to the detailed working of the 
Co-operative Tribunal and Better Farming Societies. The objects 
of the amendments in 1952 were to facilitate the formation of a 
co-oper:ative society for providing financial accommodation to 
Co-operative Housing Societies and to amplify the provisions of the 
Act in respect of the form of assistance which the Government might 
extend to various types of ·co-operative societies. Section 17-A was 
added in order to provide for inheritance or acquisition of rights of 
members by a minor or person of unsound mind. Section 22A was 
incorporated in order to enable the Registrar to b.rin~ the defects 
disclosed in audit to the notice of a society. In the following year, 
Section 15-B was added in order to enable the societies to enter into 
partnership with another society. In 1954, provisions were made in the 
Act to penalise employers for their failure to pay the amount under 
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Section 24-A, fur the review of orders by the Tribunal and for vestinct 
in the Tribunal the same powers as were vested it1 the courts i~ 
certain respects. Last year, Section 46-B was added in order to 
enab!e th~" State Government to appoint Administrators in. respect of 
mi~managed societies and the State Government was empowered to 
facilitate amalgamation of co-operative societies in public interest 
by adding Section 15-AA. 

23. Co-operative Societies Acts in componen.~ parts of the State.
Our tern:s of reference lay down that the Committee sh(\uld study 
the Co-operative Societies Acts, which are in force in the component 
parts of C'e State, viz., Kutch, Saurashtra, Vidarbha and Maratha-xada 
are:1s. The Bombay Co-operative Societies Act, 1923, ••.;as made 
applicable to Kutch and was adapted and applied to the State of 
Saurashtra. In the case of Vidarbha, \Vhich formed part of the 
Madhya Pradesh, the Co-operative Societ~es Act, 1912 (II of 1912), 
together with the amendments made by the Central Provinces and 
Berar Co-operative Societies Act, has been in force. Marathawada 
areas are &owrned by the Hyderabad Co-operative Societies Act, 
1952. This Act, by and large, closely follows the Co-operative 
Societies Act, 1912, but it has certain provisions which were derived 
from the Bombay Co-operative Societies Act. In the case of both 
Vidarbha and Marathawada, there are certain sections, which vest 
certain &dditional powers in the Registrar, but they a:e not to be 
found ill the Bombay Act. We are of the view that by and large, 
there is no material difference between the co-operative laws 
operatir.g in the component parts of the State ~nd the Bombay 
Co-operative Societies Act of 1925. We are further of the view that 
the Bombay Act is the most progressive piece of legishtio.!l which has 
kept in view the development of the co-operative movement, mostly 
marked in the old Bombay State. In view of this, we propose to 
accept the Bombay Act as the basis and make recommendations fur 
its amendment after taking into account the view points of the repre
sentative co-cverative opinion in the component parts vf the Bombay 
State and the Co-operative laws presently applicable to these areas. 
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CHAPTER III. 

APPROACH. 

24. Provisions in the Constitutions.-The Preamble to the Consti
tution of India declares our resolution to secure to all the citizens of 
India, 

JUSTICE Social, Economic and Political ; 

LIBERTY of thought, expression, belief, faith and worship; 

EQUALITY of status and of opportunity; 
and to promote among them all 

FRATERNITY assuring the dignity of the individual and the 
unity of the Nation. The Directive Principles of State Policy 
inter alia lay down that the State shall strive to promote 
the welfare of the people by securing and protecting as effectively 
as it may a social order in which justice, social, economic and poli
tical shall inform to all the institutions of the national life. The 
State shall endeavour to organise agriculture and animal husbandry 
on modern and scientific lines and shall, in particular, take steps for 
preserving and improving the breed and prohibiting the slaughter of 
cows and calves and other milch and draught cattle. The State 
shall, in particular, direct its policy towards securing that the owner
ship and control of the material resources of the Community are so 
distributed as best to subserve common good and that the operation 
of the economic system does not result in the concentration of wealth 
and means of production to the common detriment. These are also 
the objectiw~s of co-operation. Because cYf this, Co-operation has 
been accepted by the State Government as an instrument of 
economic development. 

25. Second Plan.-The Planning Commission, has, in its Report 
on the Second Five Year Plan, discussed the methods for achieving 
the objectives referred to in the preceding paragraphs. The Report 
emphasises that the Second Five Year Plan has to carry forward the 
process initiated in the First Plan period and, simultaneously, must 
accelerate the institutional changes needed to make the economy 
more dynamic and more comprehensive in terms not less of social 
than of ·economic ends. Dealing with the objectives of the Plan, it 
emphasises that "benefits of economic development must accrue 
more and more to the relatively less privileged classes of a so<;iety ". 
The problem is, therefore. to create a milieu in which the small 
man, who has so far had little opportunity of perceiving and parti
cipating in the immense possibility of growth. through organised· 
effort, is enabled to put in his best in the interests of a higher stand
ard of life for himself and increased prosperity for the country. On 
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page 221 of the Report, the Commission observes " Economic develop
ment along democratic lines offers a vast field for the application of 
co-operation in its infinitely varying forms......... The character of 
economic development in India with its emphasis on social change, 
therefore, provides a great deal of scope for the organisation of co
operative activity. The building up o'f a co-operative sector, as part. 
of the scheme of planned development is, thus, one of the central 
aims of national policy." Furthermore, it points out that "in areas, 
which offer special opportunities for its development, co-operative 
form of organisation has advantages, which neither the system of 
private enterprise nor that of State ownership can match. In parti
cular, it offers a means of achieving results valuable to the commu
nity by drawing equally upon incentives which are social and incen
tives which are individual. Where it succeeds, Co-operation brings 
large gains to the community, but the human factors involved in 
it are complex and in some ways, it is m4ch more difficult for the 
co-operative form of organisation to succeed than it is for a com
pletely socialised enterprise or for an individual enterpreneur, It 
is, therefore, necessary to take effective measures to enable Co
operation to succeed, whenever possible, and specially in fields, which 
are assigned to it in the scheme of national development". 

26. Rural Credit Survey Committee.-The Rural Credit Survey 
Committee was appointed by the Reserve Bank of India in August 
1951 to survey the problems connected with rural credit and to make 
recommendations for its reorganisation. Its report was published in 
December 1954. On its assessment of achievements of the co-opera
tive agency in the field of rural credit, it found that the part played 
by co-operative credit in rural finance was very insignificant. 
According to its report, Bombay leads with 8·3 per cent. as the pro
portion of families borrowing from their co-operatives and as for 
proportion of co-operative credit to total borrowings, Bombay's record 
is as high as 16·2 per cent. "What emerges conspicuously" says, the 
CommittP.e, "is Bombay's lead in credit for short-term agricultural 
production ( 42·1 per cent. of the total borrowings as compared with 
5·9 in Punjab and 1·2 in Madras). The average short-term agricul
tural borrowings from co-operatives amounted toRs. 18·7 per cultivat
ing family in Bombay, Rs. 1·2 in Punjab, 0·9 in Madras. Further, 
Bombay retains th~ lead in co-operative agricultural credit fer con
sumption as well as for the items classed other purposes ". It, how
ever, opines that the Bombay State cannot maintain this lead unless 
it is able to strengthen its co-operative structure. The Committee 
has recommended State Partnership with co-operatives and has 
made a series of recommendations based mainly on the working of 
the agricultural co-operative credit system as re-organised in 1949. 
The recommendations of the Committee have generally been endors
ed both by the Government of Bombay, and the co-operative move
ment in the State and a plan for strengthening the rural co-operation 
has l;>een consequently evolved, 



27. Requisites of ~uccess.-Apart from strengthening, the suc
cess of the co-operative movement depends on the ability of the 
members within its fold to give their best to the institutions. Theo
retically, every member of a society is expected to be vigilant about 
the affairs of his institution. But the human Rature, being, as it is, 
this expectation is not totally fulfilled. Precisely for this reason, and 
also to enable the co-operative institutions to have a legal entity for 
the purpose of conducting its affairs, in accordance with the co-opera
tive principles and on sound business lines, a code of conduct 
is necessary. This has been provided by the Co-operative Societies 
Act and the Rules framed thereunder and the bye-laws of the society. 
Even then, there must be an agency to see that the Society's affairs 
are conducted in accordance with these provisions. Thus, the suc
cess of a co-operative organisation depends on three essentials, viz. 
role of its members, proper constitution of the society backed by 
sound co-operative legislation, and an efficient administration capable 
of ensuring that the provisions of the law are strictly adhered to 
by the society, its members and the Managing Committee they elect. 

28. Our terms of reference are confined to only one aspect of these 
three essentials, viz : "co-operative law" and we have refrained 
from making any specific recommendations regarding the other two 
aspects O'f the problem. We are, however, of the· view that the other 
two are by no means less important and, indeed, all the three are 
interdependent. We particularly wish to record that an efficient 
administration of the co-operative law is highly important for the 
healthy expansion of the co-operative movement and would urge 
the Government to examine this administrative problem against the 
background of the growth of the movement in this State. In the 
course of enquiry, it was repesented to us by non-official spokesmen 
in the different regions that lack of prompt action in sanctioning 
what is right and fair, in probing into mal-practices, and in proceed
ing against those who do not conform to the discipline conceived by 
the Act, the Rules and the By-laws, was the primary cause of the 
inability of many co-operative institutions to attain their objectives. 
Audit, routine inspection, supervision and arbitration are some of 
the weak spots noticed in the machinery entrusted with the adminis
tration of the co-operative law. Consequently, the liquidation pro
ceedings are also dragged on for years. We, therefore, beg to 
emphasise that no sound legislation can serve its purpose, unless it 
is administered by properly qualified and adequately trained staff of 
the Co-operative Department having the necessary strength. Some 
of the specific problems arising out of the administration of the law 
have been indicated in the context of the different 5ections. We 
have, however, refrained from making any specific recommendations 
since these fall outside our terms of reference. 

29. Expansion of the Co-operative Movement.-We have dealt in 
Chapter II with the growth of Co-operative Legislation in this State 



15 

during the past 53 years. It would, however, be relevant to present 
a birds' eye-view of the movement during this period without taking 
into account the changes in the territorial jurisdiction of the State. 
In 1912 when the Government of India Act came into force, the 
number of ~ocieties in the then Bombay State was only 368 with a 
membership of hardly 30,000 and a working capital of about Rs. 32 
lakhs. During the year 1924-25 when the Bill to consolidate and 
amend· the law relating to Co-operative Societies in the Presidency 
of Bombay which included Sind was being discussed in the Bombay 
Legislative Council, the Presidency had 21 Central Banks, 3,377 agri
cultural societies, 646 non-agricultural. societies, 73 unions and 9 
insurance societies making a total of 4,126 societies with an aggregate 
membership of 3·92 lakhs and a working capital of Rs. 7·12 crores. 
In that year, the then Minister for Co-operation said of the legisla
tion : "We are building up a constitution for an infant movement 
and let me hope it will help it to grow into-manhood". The Bombay 
Co-operative Societies Act, 1925, fulfilled these expectations during 
the following 23 years. In the intervening period, Sind was separat
ed, a world-wide economic depression hit the movement and a world 
war brought fresh problems in its train, but Co-operation continued 
to expand both intensively and extensively. As a result, at the end 
of 1947-48, there were 8,990 societies-17 Central Bank&, 6,328 agricul
tural societies, 2,510 non-agricultural societies, 131 unions and 4 
insurance societies. The aggregate membership rose to 14·21 lakhs 
and the working capital reached Rs. 44·95 crores. 

30. By 1948 Co-operation in Bombay State achieved a dynamic role 
which was duly recognised by the State Government. Following the 
report of the Co-operative Planning Committee, the Government 
issued a leaflet in September 1947 indicating generally the lines of 
action. Although it was recognised that'' Co-operation being a volun
tary process, the plan has perforce to be tentative", the Government 
hoped that "with the requisite zeal of co-operation and the r.ollabora
tion of the Co-operative Department, .. , ...... the results achieved will 
not fall short of expectation." It also issued orders that every effort 
should be made to accellerate the pace of the co-operative movement 
and to ensure immediate fortification of the agricultural borrower 
against relapse into irrational indebtedness and his dependence on 
the village moneylender, by bringing 50 per cent. of the -villages and 
30 per cent. of the rural population within the ambit of the re
organised primary societies within a period of seven years. Besides 
the amendments to the Act to which we have made a. reference in 
paragraph 20 to Government of Bombay was the first State Govern
ment to conceive of State partnership with central financing agen
c~es and provided ~ffect~ve aids to various forms of Co-operation, par
ticularly those which till then had not received sufficient attention. 
A note-worthy addition to the central financing agencies was the 
Bombay Co-operative Housing Finance Society. In the Rural Sector, 
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co-operative farming and lift irrigation societies made a notable con~ 
tribution towards raising the productivity of the land, while co
operative credit was able to meet the credit needs of the farmer on 
the basis of his cost of raising the crop. Special development of 
backward classes was promoted through Co-oparation and the State 
was the pioneer in starting forest labourer's co-operatives. Market
ing and processing activity received a fresh stimulant and a net
work of sugar co-operatives was established. An all-round expansion 
of co-operatives for crop protection, dairy, cattle breeding and fisher
ies was also in evidence. In the urban sector, credit and banking 
grew through self-help; but the State hastened the development of 
industrial housing and consumers co-operation including electricity 
supply. In all the fields of Co-operation, federal societies were set-up 
and steps were taken to organise supervision on an improved basis 
and to make the programme for training the personnel and educating 
the members more broad-based. 

31. The year ended June 30, 1956 has brought to a ~uccessful 

end the first phase of planned expansion launched in 1948. It also 
saw the termination of the First Five Year Pl<!.n. The latest statis
tical information is available only for this year. Besides, this is the 
last year the data for which can be compared with those for 1947-48 
because the following year changed the area. of the State. The gene
ral progress of the movement is given below :-

)<'47-48_ 1955-56. 

Number of Societies 8,990 19,443 

Number of members (in lakhs) ··· 14·21 31•61 

Share Capital (Rs. in crores) ... '6·45 26:41 

Reserve and Other Funds (Rs. in 
crores) 5·39 16•62 

Working Capital (Rs. in. crores). 44·95 139•92 

In the Annual Administration Report for the year, the Registrar 
records that loans and advances given by the Government to 
societies including. sarvodaya centres totalled Rs. 33 lakhs, while 
subsidies aggregated to Rs. 37·49 lakhs. At the same time, the total 
investment of the Government in the shares of the co-operative 
societies reached Rs. 223·63 lakhs. Between 1947-48 and 1955-56 
the number of arbitration cases filed went up from 2,194 to 22,727 and 
the percentage of the amount involved in arbitration to the total 
loans rose from 2·74 to 3·89, The number of societies ordered to be 
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wound up rose sharply from 31 in 1947-48 to 418 in 1955-56. The 
statistics published by the Reserve Bank of India present the follow
ing picture of societies under liquidation:-

1949-50 1955-56 

No. of societies in liquidation 
at the beginning of the year. 1,138 2,096 

No. of societies ordered to be 
wound up during the ;year. 80 420 

No. of societies whose acc•.lUnts 
were finally wound. 28 114 

Assets realised during the year 
(Rs. in lakhs). 3·86 8·40 

Assets at the end of the year. 
(Rs. in lakhs). 561i3 130·23 

Cost of management. Rs. 31,009 65,000 

32. Future Trends.-The State Government has formulated its 
Second Five-Year Plan for the development of Co-operation at a cost 
of Rs. 12- crores. In-the field of agricultural credit, it is intended 
to bring three-fourths of the agriculturists within the fold of 
Co-operation and to have every village served by a society. The 
membership of primary agt;icultural credit societies is expected to 
be doubled and the short-term loans are expected to reach Rs. 56 
crores. These are to be supported by a network of marketing 
co-operatives so that at least 30 per cent. of the produce is sold 
through them. Plans for setting up processing societies have also 
been formulated. Some 7,000 tenements are expected to be avail
able from the programme for expansion of co-operative housing. 
Programmes for the de,•elopment of other types of Co-eperation 
have also been formulated. As a result of the contemplated develop
ment, the co-operative seCtor is expected to assume a very 
significant place in the economy of the reorganised State and will 
be the sheet anchor of the development in the successive five-year 
periods. These expectations can be realised and the tax payers' 
money will be used to a good purpose only when the co-operative 
institutions are run on sound business lines in accordance with the 
well known co-operative principles. The larger issues involved are 
complex. They are clearly outside our terms of reference. But 
the basis for resolving them is the legal uniform. It is true that 
many wholesome provisions in the Bombay Co-operative nocieties 
Act have not been used to the extent _the situation demands, but 
that, in our opinion, cannot be a justification for the failure to make 
the co-operative law pro~ressive. Co-operation is no more purely or 

L·A Qb 2437-2 
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strictly, ,"'luntary nor is it confined to simple people with .simple 
means. The legal uniform must, therefore, be such as to Impose 
discipline on the members, make them conscious of. ~heir .duties, 
privileges and liabilities and to tone up the admm1strahon of 
societies. It follows that adequate penalties must be provided for 
those who do not conform to the law. Our proposals in the followin.!J 
paragraphs may have rendered the co-operative law complex, but 
we opine that simplicity at the cost of the desired objectives would 
be ruinous to Co-operation. 

3"3. Co-operative Legislation.-Our inquiry has led us to the 
conclusion that the Bombay Co-operative Societies Act, 1925, as 
amended from time to time, is the only piece of legislation on the 
subject which has kept pace with the co-operative development and 
... :a-operative practice. We· have, therefore, taken this Act, as the 
bas:s for our discussion. Considering, however, the pace of develop
ment achieved in the field of Co-operation during the past seven 
years and contemplated in the following five years, we have come 
to the conclusion that this Act itself · requires to be radically 
improyed upon. The Act of 1925 was based on the Government of 
India Act, II of 1912, and the Indian Companies Act, 1913. In 
formulating our proposals we have relied ·on the operation of the 
Act dur:ng the past decade and have derived inspiration from the 
Companies Act, 195(). Another point to be noted in connection 
with the Act of 1925 is that the amendments to it have been very 
frequently made during the past few years with the result that 
many of them have been interposed in the Act without due r~ga . ..-d 
to their order of precedence. Consequently, we have felt the need 
for codifying the law. Since the changes suggested by us in the 
structure and the contents of the law are numerous, though not 
very radical, we recommend that the Bombay Co-operative Societies 
Act, 1925, be replaced by fresh legislation. The pattern of the Bill 
to consolidate and amend the law relating to co-operative societies 
in the State of Bombay is discussed in the fo:tlowing pages and 
appendix "A" indicates the changes favoured by us. 

34. Relying on Wolff's maxim that central banks are not societies 
at all, certain co-operators have suggested to us that a simple law 
should be framed for primary societies and the Companies Act, after. 
incorporating the co-operative · principles, be adapted for federal 
institutions and major societies so that the disadvantage of c:ne 
Ieg:slation serving as the yardstick for all societies, irrespective of 
their size and the nature of business can be overcome. .. We are 
afraid that the acceptance of the suggestion would discourage the 
building up of co-operat1ve character of the institutions if they are 
served by the Companies Act and the co-operath•e structure might 
_be disintegrated. We have, therefore, rejected the suggestion. It 
has also been represented to us that the facilities for converting 
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a society into a company and vice-versa sho~d be p_myided si?-ce 
no useful purpose will be served by compellmg soc1etles whtch, 
though businesslike, have lost their co-operative character, to 
remain within the jurisdiction of this Act. We are aware that the 
Bill which resulted in the passing of the Act of 1925 had a similar 
provision but beg to point out that the co-operative opinion has not 
taken kindly to the suggestion even though its sponsors have urged 
that the reserves of society inherited by a company should not be 
divisible among the shareholders of the company in the event of 
its liquidation. We opine that the suggestion raises a fundamental 
issue of policy and this Committee is not competent to give the 
verdict thereon. 

35. In the course of our enquiry, we were pressed by co-operators 
that in addition to the general framework for all types of .;;ocieties, 
the Act should contain chapters on different types of societies on 
the analogy of Chapter XI in the Bombay Act. ·We appreciate the 
force of the argument but beg to point out that the various classes 
of societies ha\'e yet to establish conventions and build up a set of 
regulations for the efficient conduct of their business. Only in 
respect of co-operative banks, an elaborate system has been evolved 
on the basis of the Banking Companies Rules ; but even in this 
field a good deal has remained to be achieved. We have, therefore, 
r.ome to the conclusion that it would be more conducive to the p,rowth 
of Co-operation if the Act empowered the Government to frame 
rules governing the methods of business of different types of 
societies. To this only two t;;pes of societ~es are an exception. 
Chapter XI already deals with farming societies. We propose to 
extend the scope of this Chapter so as to bring within its ,,rbit lift 
irrigation soc:eties and the like. Secondly we have come to the 
conclusion that for the proper functioning of the land mortgage 
banks, a separate chapter is necessary. Some of the parts C'f the 
State already have this facility under the Acts presently .tpplicable. 
to them and we propose to extend it to Maharashtra and Gujerat 
where land mort~ge banking has not been sufficiently well 
developed. 

36. Our terms of reference require us to examine the existing 
Rules framed under the Bombay Co-operati\'e Societies Act and to 
suggest modifications. In the course of our recommendations, we 
have incorporated certain existing Rules in the Act itseif after 
making suitable modificat~ons. The remaining Rules require a radi
cal reform and, if our recommendations are accepted it would be 
necessary to frame a new set of Rules. The Government's power 
to frame the Rules i~ ~erived fr?m the ~ct, h.ut some of the ~·xisting 
Rul_e~ lack the reqms1te authonty. It Is not also possible for us to 
anticipate the Government's reaction to our recommendations. ·In 
the c;.rcumstances explained above, we have come to the conclu5.ion. 

L·A Qb 2437-2a 
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that the drafting of the Rules may be appropriately undertaken 
after the Bill to amend the Act is introduced in the legislature and 
have, therefore, only dealt with the subject matter which can be 
suitably regulated by the Rules. In this context, we beg to point 
out that the revision of the model bye-laws and the leaflets is also 
overdue and suggest that all this work ·should be undertaken in 
collaboration with non-officials after the law is amended. 

37. One of the problems arising from the introduction C1f 1he 
new legislation relates to the ability of the component parts of the 
Bombay State to adjust themselves to the new law. In the c0urse 
of our discussions with the representatives or co-operative institutions 
in these areas. we made specific enquiries on this point and the 
unanimous opinion of the witnesses was that the transition from 
their respective laws to the Bombay Co-operative Societies Act, 
either the present one or the one recommended by us, would not 
cause them any difficulty. We, therefore, recommend that no ~~me 
period be provided for the application of the Act to any part of the 
Bombay State and that the' Act should be applied to the whole 
State simultaneously. 

39,. Preamble.-The Act of 1912 was ·aimed at facilitating the 
"formation of co-operative societies for the promotion of thrift, 
self-help· among agriculturists, artisans and persons of limited 
means". But this preamble was improved upon by the Bombay Co
operative Societies Act. The latter emphasises that mutual aid is 
as much important as thrift and self-help and the objectives must 
be " to bring about better lh'ing, better business and better methods 
of production". It may be noted in this context that processing and 
marketing are ancilliary activities of production and are absolutely 
essential for production in the agricultural sector. We, therEfore, 
recommend that after "production", "processing and disposal" 
should be added and the machinery to achieve the objectives should 
be provided. Secondly, the restrictive provisions of the Act of 1912 
which confine co-operation to "persons of limited means" has been 
replaced by "persons with common economic needs". In both these 
respects, the Bombay Act is superior to that of 1912. 

39. As explained in the preceding paragraphs, the role of co
operatives has assumed a wider significance inasmuch as, ·,vhereas 
it is primarily to help its members it has also assumed a brger 
responsibility of developing national economy and promoting the 
objectives embodied in the Constitution. For this purpose, the 
State has accepted, and co-operators have conceded, the responsibi
lity of imparting strength to co-operatives wherever necessary, by 
means of State assistance and partnership. In this context, we 
might recall the controversy during the debate in the Bombay 
Legislative Council in 1924 when the late Shri Dadubhai P. Desai had 
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p!·oposed an amendment "to enable Government to render :ffective 
aid to co-operative societies". We are, therefore, of the v1ew that 
this conception of Co-operation should be incorporated in tl:;.e 
preamble itself. We are also of the \•iew that "common economic 
needs" would be rather restrictive in scope since the term excludes. 
other types of needs, which should be the legitimate function of 
co-operatives to cater to. 

40. In connection with the preamble, we beg to quote definitions 
given by the co-operative laws in Bulgaria, Spain and Italy. The 
Bulgarian Act of 1948 defines a co-operative as an "economic and 
social organisation comprising of members having equal Lights and 
duties, which aims by association, mutual h,elp and work in common 
to promote Bulgarian economy and specially the economic and 
social needs of the members". It may be ·noted that in Bulgaria, 
co-operat:ves form part of the economic planning of the State. The 
Spanish Law of 1931 defines a co-operative as "an association of 
persons desiring to eliminate profit, having for their object, the 
satisfaction of some common need and achieving their social and 
economic betterment by means of general action on a collective 
basis". The Italian Constitution of 1946 (Article 45) recognises 
·• the social functions of co-operative societies " and lays down that 
"the law shall favour the establishment of such societies by the 
most suitable means and shall secure the maintenance of their 
character and object by apprqpriate su,pervision ". 

41. These provisions define the " co-operatives " and some of the 
witnesses represented to us that the· preamble should define what 
is precisely meant by Co-operation. The Act of 1904 and the sub
sequent legislations have scrupulouSly avoided to define precisely 
"a co-operative society". Mr. H. Calvert in "Law and Principles of 
Co-operation" (page 66) explains that this was intentionally done 
in the interest of elasticity and simplicity. The Act contains just 
the minimum conditions necessary to bar the entry of capitalists 
and promote co-operation. The preamble in the ~mbay Act 
mentions three wholesome principles of Co-operation, viz., " thrift, 
self-help and mutual aid" and we are of the view that the preamble 
need not lay down co-operative principles elaborately and define 
a co-operative society. 

42. The preamble to the Bombay Act refers to the consolidation 
and amendment of the law relating to co-operative societies in the 
~residency of Bombay. Two significant changes may be mentioned 
;~n this, context. Firs~ly,_ "Presidency" has been replaced by 

State . Secondly, 1t 1s necessary to consolidate and amend the 
Iaw relating to co-operative societies in the component parts of the 
Bombay State. We, therefore, recommend that proper changes be 
made in this context. 
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43. For reasons stated in the preceding paragraphs, we recommend 
the following preamble in place of the existing one : -

"Whereas it is exped~ent further to facilitate the fonnation, 
organisation, working and regulation of co-operative societies for 
the promotion of thrift, self-help and mutual aid amongst agri
culturists and other persons with common interest and for that 
purpose, to provide effectvie State aid and partnership, wherever 
necessary, so as to create conditions to bring about better living, 
better business, better methods of production, processing and 
disposal and to promote the objectives of the Constitution of 
India, and to provide for machinery to help realise such objectives, 
and whereas for this purpose, it is expedient to consolidate and 
amend the law relating to co-operative societies in the State of 

·Bombay including that in force in the component parts of Kutch, 
Saurashtra,· Vidarbha and Marathwada and whereas the previous 
sanction of the President as required under the Article ~46 of the 
Constitution of India has been obtained for passing of the Act; 
It is hereby enacted as follows :-
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CHAPTER IV. 

PRELIMINARY. 

44. Short title, extent and commencemen.t.-sections 1 and 2 of 
the Act of 1925 deal with short title and extent. Section 1 dealing 
with the title requires two changes which are of a consequential 
nature. We are of the view that the Act should indicate the authority 
which enacts it and, therefore, recommend that the word "State" 
should be inserted between the words " Bombay " and 
"Co-operative". We have recommended earlier that the present Act 
be replaced by a new one and, therefore, recommend that the 
figure "1925" be substituted by "1957 ". Section 2 of the Act deals 
with its jurisdiction over the area. Under the Constitution of India, 
the Union has been divided into States and Territories of India. We, 
therefore, recommend that the word " Presidency" in Section 2 be 
substituted by the word "State". The present Act does not state 
when it shall come into force. Since a new piece of legislation is to 
be introduced, we think it necessary that the Act itself should 
specify when it shall be brought into force. We have recommended 
in pragraph 37 that there is no need to treat the component parts of 
Bombay State differently from the parts to which the Bombay 
Co-operative Societies Act, 1925, is applicable at present. We, 
therefore, recommend that a new clause should be added stating 
"the Act shall come. into force on such date as the State Government 
may, by notification in the Official Gazette, appoint". The "short 
title", "extent and commencement" can be grouped under one 
section with each aspect dealt with in a separate sub-section. We, 
therefore, recommend that Sections 1 and 2 be combined with the 
additional clause recommended. Consequently, Section 1 should be 
read as under :-

SECTION 1-Short title, extent and commencement.-(!) This Act 
may be called the Bombay State Co-operative Societks Act, 1957. 

(2) It extends to the whole of the State of Bombay. 

(3) It shall come into force on such date as the State Govern
ment may, by notification in the Official Gazette, appoint. 

45. Definitions.-section 3 of the Act deals with definitions and 
th~ Registrar's obligation to classify the societies under one or the 
other head. We think it would be more appropriate to split up this 
Section into two-one dealing with the definitions and the other with 
classification of societies. In regard to definitions, the scope of the 
Section has been widened so as to cover additional ones in respect 
of those words to which any other meaning is liable to be attached 
or which may be interpreted in a restrictive manner. In this cate
gory fall auditor, arbitrator, dispute, liquidator and certain types of 
societies. In respect of the existing definitions, the modifications, 
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where suggested are of two types-consequential and fundamental. 
In the former group are included "Registrar" and "members". In 
regard to th~ Registrar, the Madras High Court has held that Addi
tional, Joint, Deputy or Assistant Registrars, q.re exclusive terms since 
the definition of "Registrar" does not include them. In r~gard to 
" members " we have thought it necessary also to define the scope 
of persons who can be considered as members. The improvements 
in the definitions proposed by us are in regard to a " federal society " 
and a " consumer society ". In the former case the bar to member
ship of individuals would be ideal, but in actual practice, such a rule 
would deny a federal society certain advantages. The amendment 
of the Act in 1948 prescribed that at least three-fourths of the members 
of such a society must be societies. Having regard to the growth of 
federal societies during the past decade, we have come to the conclu
sion that a further step towards the ideal may be taken by requiring 
such societies to have four-fifths members from amongst the societies. 
The present definition of a "consumers' soc~ety '' unwillingly denies 
to it the right of production and processing which has been univer
sally recognised. We have sought to confer it. We have also con
ferred on the Government the right of membership of societies to 
which it contributes share capital. 

46. As a result, and to provide for the definitions in their alpha
betical order, we recommend that Section 3 of the Act of 1925 be 
deleted and new Section, Section 2, should be inserted as under:-

SECTION 2-Definitions.-In this Act, unless there is anything 
repugnant in the subject or context-

(1) "Arbitrator" means a per!'!on appointed under this Act to 
decide disputes referred to him by the Registrar and includes 
the Registrar's nominee or Board of nominees ; 

· (2) "Auditor" means a person appointed by the Registrar to 
audit the accounts of a society and includes a person appointed 
by the society in the general meeting and a full time officer 
appointed by the Committee to audit the accounts. as a local or 
internal auditor, as the case may be; 

(3) "Bonus" means dividend paid to a member or non-member 
out of profits of a society on the basis of his contribution to the 
business of the society and includes dividend and patronage divi
dend provided it is related to the share in the business of t'le 
society; 

( 4) " By-laws " means by-laws registered under this Act and 
for the time being in force and includes a registered amendment 
of such bv-laws : 
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(5) " Central Bank" means a co-operative bank, the objects of 
which include the creation of funds to be loaned to other 
societies and includes a banking union, District Co-operative 
Bank, State Co-operative Bank and Industrial Co-operative 
Bank; 

(6) "Co-operative Bank'' means a society registered under 
this Act and doing the business of banking as defined in clause (b) 
of section 5 of the Banking Companies Act, 1949; 

(7) "Committee" means the committee of management or 
other directing body to which management of the affairs of 
a society is entrusted ; 

(8) "Company" means a company ·as defined in section 3 of 
the Companies Act, 1956, and includes· a banking company ; 

. (9) "Dividend" means the interest paid to a member on the 
shares held by him in the share capital of a society out of its 
profits and includes bonus provided it is paid on share capital; 

( 10) " Society with limited liability" means a society having 
the liability of its·members limited by its by-laws to the amount, 
if any, unpaid on the shares respectively held by them or to 
such amount as they may, respectively, undertake to contribute 
to the assets of the socie~y in the event of its being wound up ; 

(11) "Society with unlimited liability" means a society having, 
subject to its by-laws, an unlimited liability of its members 
to contribute jointly and severally to any deficiency in the assets 
of the society ; 

(12) "Consumers' Society" means a society formed with the 
object of obtaining and/or producing and processing and distri
buting goods to or performing other services for its members, 
as well as for other customers and dividing among its members 
and customers in a proportion prescribed by the rules or by the 
bye-laws of such society, the profits accruing from such supply, 
production, processing and distribution ; 

( 13) " Farming Society " means a society formed with the 
object of promoting development of land and better methods of 
cultivation and includes a better farming society, co-operative 
farming society, collective farming society, joint farming society, 
lift irrigation society and a crop protection society; 

( 14) "Federal Society" means a society not less than four
fifths of the members of which are societies ; 

( 15) " Housing Society '' means a society formed with the object 
of providing its members with residential accommodation; 
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( 16) " Marketing Society" means a society three-fourths mem
bers of which are agriculturists and their societies, and is formed 
with the object of marketing agricultural produce and selling 
requisites for agricultural production; 

(17) "Producers' Society" means a society formed with the 
object of producing and disposing of goods as a collective pro
perty of its members and includes a society formed with the 
object of the collective disposal of the labour of the members of 
such society ; 

(18) "Processing Society" means a society formed with the 
object of producing goods by mechanical or hand process and 
includes an industrial society and a society for the processing 
of agricultural commodities ; 

(19) "Resource Society" means a society formed with the 
object of obtaining for its members the credit, goods or services 
required by them ; 

(20) "Dispute" means any matter capable of being the subject 
of civil litigation and includes a claim in respect of any sum pay
able to or by a society whether such claim be admitted or not ; 

(21) "Firm" means a firm registered under section 59 of the 
Indian Partnership Act, 1932; 

(22) " Land Mortgage Bank " means a society, the obejects of 
which include the creation of funds to be loaned to members for 
a long period upon mortgage of their immovable property ; 

(23) " Liquidator" means a person appointed by the Registrar 
under the Act to wind up the affairs of a society and inCludes 
provisional liquidator and joint liquidator; 

(24) "Member" means a person, as defined in section 3(35) of 
the Bombay General Clauses Act, 1904, joining in the application 
for the registration of a society and or a person admitted to 
membership after registration in accordance with this Act, the 
Rules and the bye-laws applicable to such society and includes 
the Government when it subscribes to the share capital of 
a soci~tl ; 

· (25) "Officer" means a person elected or appointed by a society 
according to its by-laws to any office of such society and inclu
des a- Chairman, Vice-Chairman, President, Vice-President, Mana
ging Director, Manager, Secretary, Treasurer, Member o£ the 
Committee and any other person elected or appointed under 

. this Act, the Rules or the by-laws to give directions in regard 
to the. business of sucli society, and also includes Auditor in 
matters relating to his duties as an Auditor; 



27 

(26) "Prescribed" means prescribed by the Rules ; 

(27) "Registrar" means a person appointed to perform the 
duties of a Registrar of Co-operative Societies under this Act and 
includes an Additional, Joint, a Deputy or an Assistant Regis
trar; 

(28) "Rules" means Rules made under this Act ; 

(29) "Working Capital" means funds at the disposal of a society 
inclusive of paid-up share capital, funds built out of profits and 
money raised by borrowing and other means ; 

(30) "Society" means a co-operative society registered (lr 
deemed to be registered under this Act 

(31)." Tribunal" means the Bombay State Co-operative Tribu
nal constituted under this Act. 
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CHAPTER V. 

REGISTRATION. 

47. In this Chapter we propose to deal with (1) Registrar 
(2) Societies which may be registered, (3) registration of societie~ 
with li~i~ed and unl.imite? liability and without any liability, 
(4) cond1t1ons of registratwn, (5) power to exempt societies from 
conditions of registration, (6) application for registration, (7) power 
of Registrar to decide certain questions, (8) registration, (9) regi
stration certificate, (10) classification of societies, (11) amendment of 
by-laws, (12) power to direct amendment of by-laws, (13) change 
of name and its effect, (14) change of liability of a society from 
limited to un-limited or vice-versa, (15) amalgamation, transfer, 
division and conversion of societies, (16) power of Registrar to direct 
amalgamation, (17) reconstruction of societies, (18) partnership and 
(19) cancellatiQn of regstration. -

48. Chapter II of the present Act deals wth most of the subjects 
mentioned above. We have, however, transferred sections relating 
to restriction on interest of member and person who ~annat be 
member to the next chapter, since these subjects have nothing to do 
with registration. Sections 12 and 13 dealing with the Annual 
General Meeting and Special General Meeting have been transferred 
to the Chapter dealing with the management of the societies. On 
t}J.e other hand we have included ~ section regarding classification of 
societies - the provision for which has been made under Section 3 
of the present Act dealing with definitions and provided for 
cancellation of . registration and reconstruction of societies. 
Since conditions of registration form part of this chapter 
it is but proper that exemptions from conditions of registration 
should also be dealth with in this chapter. We have, therefore, 
transferred Section 66 of the present Act to. this chapter. In view 
of the importance of ensuring that the bye-laws of a society keep 
pace with its growth, a provision has been made so as to empower 
the Registrar to direct amendments of bye-laws. We have also 
thought fit to revise the order of the Sections in accordance with the 
different stages of registration. 

49. Section 4 of the Act of 1925 deals with the Registrar. 
Although he is constituted, in the words of Calvert, as " the very 
foundation of the movement", the Act does not specifically define 
his duties except under Sections 22, 43 and 44. A suggestion has been 
made that his functions and powers should be clearly defined. An 
attempt to define the scope and nature of the Registrar's duties and 
responsibilities has been made in the· Co-operative Acts of certain 
States such as Assam, while the Acts of West Bengal and Bihar de
fine his powers. Broadly the Registrar's fuunctions relate to the Te
gistration, approval of by-laws, audit, supervision and inspection, 
control of societies including their power to lend, receive, deposit 
and invest funds, appointment of liquidator ana the ordering of 
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a society's winding up. In effect his functions can be classified into 
(1) statutory, (2) regulatory, (3) developmental, and ( 4) educative. 
But these functions are so extensive that we are afraid, no com
prehensive section can be framed for defining his functions and any 
attempt to do so can only add to the exclusion of his other functions. 
Similarly as Tegards powers, we are of the view that instead of lump
ing them together in this section it would be more convement from 
the point of understanding the provisions in the law to have these 
powers defined under appropriate sections dealing with specific jssues. 
We are, therefore, of the view that the appointment of Registrar should 
not be mixed up with his functions and powers. 

50. Two other points which have been put forwa-rd in the context 
of this section are that there should be only one Registrar and others 
on whom any of the powers may be cc;mferred should be persons to 
assist him and that a provision should b~ made for encouraging non
officials-individuals and federal societies-as helpers. In our opini
on, the first point is very important inasmuch as it would not be con
ducive to the efficiency of the administration if the authority adminis
tering the Act is divided. It is true that industrial co-operatives in 
Bombay State have assumed considerable significance and it has been 
the State policy to encourage them by positive means. We concede 
that the development of industrial co-operatives requires undivided 
attention of a very senior officer almost of the rank of the Registrar, 
but we cannot think that a separate kingdom should be established 
within the co-operative sector unless and until a separate Act is con
sidered desirable for these·'types of societies. The principle which we 
wish to lay down is that there is one authority to administer one Act. 
We, therefore, opine that there should be only one Registrar for the 
State and, therefore, recommend that the words "or any portion ot 
it" occurring in the section between the words "State" and 11 and" 
should be deleted. As regards the second suggestion, we are of the 
view that the section does not dismiss the possibility of enlisting the 
non-official assistance and do not think that any specific provision is 
required to make it permissible. 

51. We, therefore, recommend that section 4 of the present Act be 
retained as Section 3 of the new Act after deleting the words 11 or any 
portion of it" occurring between the words "State" and "and" and 
add at the end the following :-

"The person or persons so appointed to assist the Registrar and 
empowered to exercise any of his powers shall work under the general 
guidance, superintendence and control of the Registrar." 

The amended section will read as under : -

SECTION 3-Registrar.-The State Government may appoint 
a person to be Registrar of the Co-operative Societies for the 
State and may appoint a person or persons to assist such Registrar, 
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and may, by general or special order, confer on any such person or 
persons all or any of the powers of the Registrar under this Act. 
The person or persons so appointed to assist the Registrar and 
empowered to exercise any of his- powers shall work under the 
general guidance, superintendence and control of the Registrar. 

52. Societies which may be registered.-section 5 of the Act 
lays down that only societies whose object is the promotion of econo
mic interests of its members in accordance with co-operative principles 
or the facilitating of operations of co-operative societies may be 
registered. It has been represented to us that co-operative principles 
should be defined and _that the promotion of economic interests makes 
the objectives Testrictive. Co-operative principles cannot be elabor
ately state~d, but the three main principles of co-operation have been 
referred to- already in the preamble. We, therefore, reject the sugges
tion for enunciating the co-operative ·principles under this section. As 
regards the second suggestion, we recognise that the promotion of 
general welfare is a legitimate concern of co-operatives and is as much 
important as the promotion of economic interests. We, therefore, 
recommend that the words " general welfare '' be added between the 
words " interests " and " of " 

53. Economic development on a plannea basis has been an 
accepted policy of the country and the State and it is necessary to 
discourage the establishment of institutions, co-operative or otherwise, 
whose activities are opposed to the public policy. In the case of 
jointstock companies, this has .already been done. Secondly, we 
believe that no useful purpose will be served by registering socie
ties which are not likely to achieve their objectives because of their 
economic weakness or because their formation will have an adverse 
effect upon any other society al:ready established or the co-operative 
movement as a whole. Under section 149 of the Cc.mpanies Act 1956, 
the company is entitled to commence business only after fulfilling 
certain conditions. While it would not be proper to resort to such 
an elaborate procedure in the case of a co-operative society, prelimi
nary precaution in the matter of registration is necessary. We, there
fore, recommend that the following proviso be added after the word 
"Act." :-

" Provided that ~o society shall be registered if in the opinion of 
the Registrar, it is economically unsound or it may have an adverse 
effect on any other society or it is opposed to or its working is likel~r 
to be in contravention of the public policy." 

54. The section also refers to limited and unlimited liability. We 
propose to discuss this question in the following- section and therefore, 
suggest that the proviso in the existing section 5 of the Act should be 
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deleted from that section. . The amended section 5 will read as under, 
as a result of our recommendations:-

SEC~ION 4:-"Societies which may be registered.-A society which 
has as 1ts obJects the promotion of economic interests and/or general 
welfare of its members in accordance with co-operative principles 
or a society established with the object of facilitating the operatio-ns 
of such a society may be registered under this Act : · · 

" Provided that no society shall be regis-tered if in the opinion of 
the Registrar it is economically unsound or it may have an adverse 
effect upon any other society or it is opposed to or its working is 
likely to be in contravention of the public policy." 

55. Registration with limited or unlimited liability.-The proviso 
under section 5 of the present Act lays down that the liability of 
a society of which a member is a society 'shall be limited and the 
members of a _society with unlimited liability shall be jointly and 
severally liable for its obligations on its liquidation.· The latter is 
a difinition of a society with unlimited liability and this has been 
already covered by section 2(11). It has been now an accepted policy 
of the State and the co-operative movement that as far as possible 
societies with limited liability should be encouraged in order that the 
financially stronger element can be brought within the fold of co
operation to strengthen it. There remains still, however, a powerful 
section which believes that, societies of agriculturists and artisans 
should generally be of un1imifed liability. In respect of these 
societies that State Government has accepted the responsibility of 
imparting strength through State Partnership, and in case the law 
provides that the liability of these societies should be unlimited there 
is the danger of these societies being deprived of the State Partner
ship. Both, on theoretical and practical grounds we have come to the 
conclusion that there is no need for the law to provide for any restric
tive practice in the matter of liability and the question should be left to 
the members of societies themselves. At the same time, we recognise 
that it would not be proper to saddle a co-operative society with 
unlimited liability of the society of which it might be a member 
and, therefore, proviso (1) in the existing section 5 has to be retained. 
It is also necessary that the public should know whether the liability 
of a society is limited, unlimited or nil without resorting to any ela
borate enquiry. In the case of societies having no share capital or un
supported by any guarantee in regard to the meeting of the liability 
by its members or the State, the question of limited or unlimited 
liability does not arise. We, therefore, recommend that a society may 
be registered with limited or unlimited liability or without any liabi
lity and that the name of each society should indicate the nature of 
liability or the absence of liability. The latter concession should be 
available only to co-operatives which do not earn any profit and 
cannot under their bye-laws pay any dividend to their- members. 
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56. We, therefore, recommend the following new sectjon to be 
amended as section 5 :-

SECTION 5-Registration of societies with limited or unlimited 
liability or without-liability.-A co-operative society may be regis
tered wtth limited or unlimited or without any liability; 

Provided that~ 
(l) Unless the State Government by a general or special 

order otherwise directs the liability of a society of which a 
member is a society shall be limited; 

(2) No society shall be registered without a liability unless 
its object is not to do any business for profit and its by-laws 
provide for no payment of a dividend to its members. 

57. Conditions of regiStration.-Conditions of registration are 
covered by section 7 of the present Act. It requires that a society 
must consist of at least ten persons qualified to be members and 
where its object is to lend funds, the members must reside in the 
same town or village or in the same group of villages or e>f the 
same tribes, class of occupation. Secondly, the section provides that 
the word " limited " shall be the last word· in the name of every 
society with limited liability. Thirdly, the societies registered 
already are exempted from the conditions of registration. The 
societies of which the members is a society, company or firm, are 
exempted from these restrictive conditions. We are unable to 
understand the object of the provision in placing joint-stock com
pan:.es and firms on par with societies. In our opinion, they should 
have no better privilege than that enjoyed by an individual member 
of a society .. Section 6 of the Act presently applied to Vidarbha, 
makes an exception only in respect of co-operative societies. 

58. As regards, the residential qualifications in respect of members 
of soc:eties transacting lending business, we opine that th~ ccmdi
tions are restrictive inasmuch as a society has to function in the 
same town or village or in the same group of villages. Co-operative 
practice in Bombay State has enabled urban banks to open branches 
in more than one town and many of these banks have not 
only been able to serve their members over a wide territory and 
provide surplus funds to 'the movement, but have also rendered 
services, which are comparable with those provided by scheduled 
banks. The Madras Committee on Co-operation appointed in 
1939-40, had suggested that residential qualification is not necessary 
for limited liability societies. At the same time, we recognise the 
force in the argument that it would not be safe from the opera
tional point of view to allow a society to draw its membership from 
heterogeneous elements and to extend its operations O\'er un
manageable areas. T'his safeguard can, however, be provided by 
confining the activities of a society to a particular area of operation. 
What that area should be, may be determined by the society, but 
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it will necessarily be subject to the approval of the Registrar. 
Similarly, whether the membership is compact or not, should be left 
lor determination of the Registrar and the bye-laws of a society. 
We, however, agree that in the case of unlimited societies the resi
dential qualification is essential. We are further of the view tha1 
the collection of adequate capital for enabling a society to function 
properly, should also be a condition precedent to registration. 

59. We, therefore, recommend that the existin~ section 7 be 
N'placed by the following section :-

Section 6-Conditions of registration.-(1) No society other than 
a federal society, shall be registered under this Act unless it 
~onsists of at least ten persons, who are qualified to be the members 
under section 22 and who reside in the area of operation of the 
society; · 

(2) No society with unlimited liability shall be registered unless 
all persons forming the society reside in the same town or village 
or in the same group of villages. 

(3) No federal society shall be registered unless it has at least 
5 societies as members. 

( 4) Nothing in the Bombay State Co-operative Societies At't. 
1957, shall be deemed to affect the registration of any society mad•~ 
before the said Act, comes into force. 

(~) The word "limited" ~r "unlimited'' shall be the last word 
in the name of every society with limited or unlimited liability, 
as the case may be, registered under this Act. 

60. Power to exempt $0Cieties from conditions of registratioTt.
Although the preceding section lays down conditions for registra
tion, it may be, in certain exceptional cases, that it will be desirable 
to have a society even though it is not in a position to conform 
to the conditions of registration. To overcome this difficulty. 
!"f'Ction 66 of the Act of 1925 has provided the escape clause and 
••e recommend its retention after re-numbering it as section 7. It 
rPads as follows :-

SECTION 7-Power to exempt societies from conditions as try 
registration.-Notwithstanding anything contained in this Act, the 
State Government may, by special order in each case and subject 
to such condition~, if any, as it may impose, exempt any :::.ociety 
from any of the requirements of this Act as to registration. 

61. Application for reai~tration.-Section 9 of the present Act lays
do.wn the pr_o~edure regarding aoplication for registration. It pres-· 
cnbPs the m1mmum number of signatories _to the appl:cation and lays 

L-A Qb 2437-3 
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down that the · application, supJ)orted by a copy of the · proposed 
bye-laws, will have to be forwarded to the Registrar for registratioa 
and the signatories· shall furnish such information in regard to the 
sgciety as the Registrar may· require. The form of application for 
registration of a society has been prescrib~d under rule 2. Thi~ 
form does not state whether the signatories to the application have 
subscribed to the share capital of a society when its capital is to be 
raised by shares. . We recommend that the form be suitably amended 
so as· to indicate the amount of capital subscribed by each of the 
signatories to the application . 

. 62. The cardinal principle laid down in this section is that there 
must be at least 10 signatories to the application. From the wording 
of section 9 (2) (b), it appears to us that the lower limit has been 
put in order to facilitate the registration of federal societies in. respect 
of which the number of indh•idual members may be less. In our 
opinion, there should be a minimum membership of 10 individud.ls 
for a primary society and of 5 societies in the case of federal 
society, and the application should,· therefore, prescribe the ~arne 
minimum. Though the section requires that only one copy of the 
proposed bye-laws is to be forwarded ·with the application, Rule No, 2 
(2) prescribes that two additional copies ·will also be forwarded 
therewith. The actual practice is to obtain 4 copies of proposed 
bye-laws from promoters. We are afraid that this Rule is opposed 
to the existing provisions in the Act, and, is, therefore, invalid. At 
the same .time, we concede that four copies are absolutely essential 
and, therefore, recommend that necessary provision be made in the 
Section itself. The Rule 2 (3). pres-cribes mode -Qf a society being a 
signatory to the application, while section 9 (2) (b) refers only to 
a duly authorised person. We think, it would be more appropriate 
to include this clause in the Section itself with modifications .. 

63. One of· the questi<;>ns, wh,ich has been discussed during the 
past few years in this context, is whether provisional registration 
should be permitted. Industrial societies. particularly have been 

. experiencing diffic"ulties in the matter of collection of shar_e _capital 
before the re-gistration of a society and the question was raised by 
them recently before the State Co-operative Council. The Council 
has appointed a Committee to examine the question of provisional 
registration: Similar difficulties are being experienced, we are told, 
by Lift Irrigation societies. We are informed that the provisional 
registration would· facilitate the collection of necessary capital and 
would ensure the safety of c;:apital already collected. At the same 
time, it would provide for the contingency of-- preventing such 
a society from commencing its business. Besides, the question of 
provisional registration is also important in the larger context, 
masmuch as the Registrar may register a society subject to ·certain 
amendments that he might make to the bye-laws as proposed by the 
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applicants. 'Technically, the amendments caruiot be deemed to ,have 
been approved by the Registrar before they are appro~ed by the 
general meeting. No general meeting of the society can be ·held 
unless the society is registered. To meet this contingency, we 
recommend that provisional registration should · be · provided, . ~ui 
.this should not entitle the society to commence its business. . · .. 

64. In the course of our enquiry, a complaint was m.ade to us 
regarding the delay in the matter of registration of a society and 
suggestions were made that the application should be received by 
the Registrar through a federal society. Mter carefully weighing 
the arguments for and against the latter proposal, we have come 
to the conclusion that the delay in the registration of a society is 
a problem which has to be tackled at the administrath'e levei and 
it would be dangerous to evolve a legal solution. We have further 
come to the conclusion that in the present stage of development of 
the co-operative movement, it would be risky ·to provide by law that 
the application should be forwarded through a federal society only, 
since the intention of avoiding the delay will not necessarily be 
fulfilled. In Bombay State, in respect of certain types of societies, 
the Registrar has, however, adopted a conventiol) because the federal 
societies are strong and we have no doubt that the healthy practice 
would be encouraged. But we reject the proposal for .a legislat~ve 
device. · 

65. For reasons stated above, we recommend that . the existing 
·section 9 be substituted by the'~ollowing, which should be numbered 
.as section 8 in the new Act : -

SECTION 8-Appli~tion for registration.~(l) For pur-poses of 
registration, the application to register a society shall be. made to 
the Registrar in the prescribed form and shall be accompanied -by 
four copies of the proposed bye-laws of. the society. . The: person by 
whom or on whose behalf such application is made, shall. furnish 
such information in regard to the ~ociety, as the Registrar may 
require. 

~2) The application shall be signed-

. (a) In the case of a society other than a federal society, by--at 
least 10 persons qualified in accoraance with the-requirementS' of 
section 22 and 

(b) in the case of a federal sociely oy' ·at least five societies. 
No signature to the application will be valid on behalf of a society 
or a company, unless a member of. the ' committee of . such 
a society_ or co_rnpany, is .aut~orised by such committee by 
a res?luhon to sign th~ ao_?hcahon for registration of the .society 

. and 1fs bye-laws on its behalf and a· copy of such resolution 
L-A Qb 2437-3a 



is appended to the application. In the- case of a firm subscribing. 
to the application, no application shall be valid unless it is 
signed by one of the partners of such a firm. 

(3) The Registrar may register a society provisionally, pending 
the approval of the bye-laws as amended by the Registrar arul 
compliance with such conditions as may be laid down by the 
Registrar in regard to the registration, in the first general meet
ing. The pro,•isional registration would not, however, entitle the· 
society to transact any business other than that necessary for· 
enabling the society to comply with the conditions of registration, 
which the Registrar may prescribe. 

66. Power of Reg?;Strar to decide certain questions.-section f< of 
the present Act empowers the Registrar to decide certain questions 
affecting formation, registration or continuance of a society and 1he 
admission of person as a member, including the poi!lt as to whether 
a person resides in a town or a village or group of villages or belongs 
to a particular tribe, class or occupation or whether two or .11ore 
villages can form a group. Section 7 as amended by us, refers only 
to area of operation and deletes "town or village or group of 
villages," as well as " tribe, class or occupation". We are also of 
the view that the provision is restrictive, since the Registrar's powers 
are confined to the determination of certain specific issues to the· 
exclusion of others. The questions involved ·range from 'Vhether 
the society has been formed in accordance with the co-cperative 
principles or not to whether its membership is homogenous and it 
can work economically and strive for attaining its objectives. 
The po:nt at issue is, therefore, of providing machinery for the· 
determination of all issues arising from registration and contmuance
of a society. It is obvious in our opinion that there should be only 
one authority to decide this issue, although, safeguards such as 
prm•ision for appeal against the decision will be necessary in order 
to prevent the power from being arbitrarily used. The provision 
for appeal has been made elsewhere and here we propose to provide 
for conferring comprehens~rve powers on the Registar. Siro.ilarly,. 
it is necessary that the decision of the Registrar should be debarred 
from the jurisdiction of the Civil Court. This has been the 
object of the present Act and we have provided for it elsewhere. 
We therefore, recommend that the present section 8 be deleted and 
the following be substituted :-

SECTION 9-Power of Registrar to decide certain queStions.
When any question arises for the purpose of formation, or 
registration, or continuance of a society, the question shall be 
decided by the Registrar and the Registrar's decision on 'the question 
as to whether a person is an agriculturist or a non-agriculturist, 
or whether any person resides in the same ~.rea of operation or not. 
shall be final: 
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.67. Regi$ttation.-Section 10 lays down that "if th~ Registrar· is 
:satisfied that a society has complied with the provisions of this Act 
:.and the Rules and that its proposed byelaws are not contrary to this 
Act or to the Rules, he rruty register the society and its byelaws." All 
that this Section requires at present is. that the society must comply 
with the provisions of the Act and the Rules and tha't its byelaws are 
not contrary to the Act and the Rules. As stated in the preamble, 
.adherence to the co-operative principles and the objects of the Consti
tution of India is equally important. Again, it is no use registering 
a society, which does not comply with the requirements of sound 
business. This Section does not compell the Registrar to communicate 
the reasons for refusal, but this has been provided for in the Rules. 
We opine that the rules cannot provide for something on which the 
Act is silent. Equity, however, demands that the aggrieved party 
should know the reasons for refusal of registration. We, therefore, 
recommend that this should be provided· in the Act itself: The 
member Secretary is of the view that the word " may " has been 
interpreted in the Bombay High Court in several cases as "shall". 
:Such interpretation is liable to defeat the object of this Section. 
Section 9 of the Act presently applied to Vidarbha rightly adds the 
words " if he thinks fit", etc., after the· word "may" and he thinks 
that the object will be achieved by using this phraseology. The rest 
"Qf us do not, however, think that the Registrar should have absolute 
discretion to register a society or not. However, we agree that the 
Registrar should be empower~d to register a society after making 
:amendments to the bye-laws Which he may ~onsider necessary. 

68. We, therefore, recommend that the present Section 10 dealing 
with registration be deleted and 'the following be substituted as 
.Section 10 :-

SECTION 10-Registration.-( 1) If the Registrar is satisfied that 
a society has complied wi'th the provisions of this Act and the Rules, 
that its proposed byelaws are not contrary to this Act and the Rules 
and to the co-operative principles and the objectives of the Consti
tution of India, and that in his opinion, the Society: has complied 
with the requirements of sound business, he may register the society 
and its bye-laws with such modifications as he might consider 
necessary. 

(2) Where the Registrar refuses to register a society or i'ts bye-laws 
under Section 10, he shall communicate to the first signatory to the 
application his reasons for doing so. 

69. Registration certificate.-Section 11 of the present Act deals 
·with the issue of a certificate of registration and provides for· Hs 
conclusive evidence that a society has been duly registered unless it is 
proved that the registration has been cancelled. The heading ot the 
Section:, is however, ''evidence of registration ". We are incli:ned to 



thi~ that this nomenclature has been given in order to highlight its; 
importance. We submit this objective is incidental. A certificate of 
registration is important inasmuch as . it alone permits the society 
to function as a legal entity under the Ac~. We, therefore, recom
mend that the heading of Section 11_ should read as 11 Registration 
.Certificate", instead of 11 Evidence of registration" 

70. · We are also of. the view that no society should be allowed to 
function· unless it obttains this certificate. Section 11 (2) of the 
'Companies Act prohibits associations and partnerships exceeding 
certain number unless they are registered in pursuance of some Indian 
Law.: We have instances of persons, who have promoted societies and 
carried on business in the name of societies even before getting !them 
reg~stered and we strongly feel that such action should be penalised 
In regard to the penalty, we beg to rely on the section referred t() 
·above in :the Companies Act, but propose to deal with it in the Chapter 
of 11 Offences 11

• In this Section the only change we recommend is 
that no society can commence its business without obtaining the 
registration certificate. 

. 71. We, therefore, recommend !that Section 11 in the present Act 
be numbered as Section 11 and that the heading "Evidence of Regis
tration 11 be substituted by the words 11 Registration Certificate". This. 
Section, as amended by us, will read as under : -

SECTION 11-Registratiorn certificaJte.r--(1} Where a co-operative 
society is registered under this Act, the Registrar shall issue a 
certificate of registration signed by him and the said certificate 
shall be a conclusive evidence that the society therein mentioned 
has been duly registered unless it is proved that the registration cf 
the society has been subsequently cancelled, or that the first 
general meeting has not adopted the bye-law approved by the 
Registrar with modifications, if any. 

(2) No society shall commence business unless it has obtained 
a certificate of registration under sub-section (1) and every member 
of such society carrying on business in contravention of this 
Sub-section shall be personally liable for all liabilities incurred m such business. 

72. Act VII of 1925 is unique inasmuch as it imposes an obliga
tion on the Registrar to classify every society that is registered. n 

· is, therefore, necessary that the classification should be precise~ 
eventhough for reasons to be recorded in writing the Registrar has
_the power to alter the classification of any society from one head 
·to another head or from one sub-head to another sub-head. Broadly 
. co-operatives fall into two groups according to its two ultimate 
:~jec_th~s. Producers'. Co-operative is designed to benefit the
·p1Vducers only; . Similarly, a -consumers1 co-oper~tive is meant fur 
(- . _._ . . . . 



the benefit of consUJlllers themselves. It i::. tlJe end and not tile 
means by. which· a society will have to be classified into one 
or the other group. There remains, however, a third class : of 
societies which provides the resource. Since these societies provide 
resources both to producers' and consumers' co-operatives ·a sepa• 
rate classification has been apparently conferred on them. Ot.her• 
wise; the ends decide. the category of a society. Thus, for instance·~ 
a consumers' stores, a housing society, a medical _relief society, an 
electric supply society and the like essentially belong to _the con
sumers-r: class whereas the marketing soCieties are controlled by:. the 
producers' organisation. Industrial societ)ies may be of producers 
or of eonsumere. 

73. The Bombay Act has classified the &ocfeties into seven groups. 
There are four main groups, viz., resource societies,. producers' 
soCieties, consumers' societies and genera~ societies. This classifica
tion has been based on the practice adopted in various countries in 
Europe. Any society not falling within the first three groups is 
classed in the forth group. These main groups have been sub
divided. Housing societies have been given a separate status, but 
they are essentially consumers' organisations, though it is distinct 
from a consumers' store inasmuch as one provides its members with 
residential accomlnpdation while th,e other supplies goods. Simi
larly agricultural societies and the artisan societies belong to the 
class. of producers' societie'st.. Farming societies have. been given 
a s.eparate class. But it is essentially a sub-section of the producers• 
organisation. It will, therefore, be desirable to decide the q11estion 
of classification on the basis of the types of persons to be benefitted 
from the activ~ties of the society and controlling its affairs. This 
point has to be examined at the administrative le,•el and we do r.ot 
think that any attempt should be made to provide a legal f,1rmula, 
especially when the different types of societies have been defined 
in paragraph 46. · 

74._ In order to provide for classification of societies we recommend 
1 new section, section 12, to cover the provisions in section 3 of 
the present Act. The new section will read as under :-

SzenoN 12-Cla.!sijication ·of societies.-(1) The 'Registrar . shall 
classify all societies under one or the other head and his decision 
shall· he final, 

~ovided that a society formed with the object of . facilitating 
the operations of any one of the classes of societies shall be classified 
as a society of that class .. . . 

(2) The Registrar for reasons to .be recorded in Writing ·may 
~alter: the· classification ·or any society .from one· head tO an:other-
)re;rd . or one su~ead to anothe'r. sub-head. - . -



· (3) A list of· all such societies, so claS&ified, shall be publishoo 
triennially in such manner as the State Government may front 
time to time direct. 

75. Amendment oj the bye-laws of a soci.ety.-section 16 of the 
present Act deals with amendment of the bye-laws of a society and. 
lays down that no amendment shall be valid until approved by 1.he 
general body and registered under this Act. The same section also 
gives the discretion. to the Registrar to register the amendment and 
directs him to issue a copy of such amendment when he registen; 
it. Rule 6 prescribes the procedure for the general meeting to pas• 
the amendments. Right of appeal against the Registrar's c1ecisioll 
has been provided for in section 64. In connection with the E:xlst
ing section, it has been represented to us that the Registrar should 
merely be an authority to register the amendment of the bye-laws 
once he is satisfied that they are not· contrary to the Act and the 
Rules. We are unable to share this view since the Registrar of 
Co-operative Societ~es has greater responsibilities under the Co
operative Societies Act than the Registrar of Joint-Stock Companies. 
The structure of the legislation historically evolved fixes the res
ponsibility on the Registrar of ensuring that a society operates under 
conditions as favourable as the Registrar can make them. At the 
:same time, justice demands that the society whose amendments are 
rejected by the Registrar should at least know the reasons for the 
refusal and should have flie right of an appeal against his decisi~ln. 
The right of appeal has been pro\'ided, but there is no obligation CJn 
the Registrar to give the reasons for the refusal under tr,e Act. 
Rule 3 prescribes that the Registrar must communicate the reason 
in case of refusal to register the society or its bye-laws but there i~ 
no reference to the amendment. This position requires to be redi
fied. It is equally important that the society should know the (lc.•te 
on which the aemndment approved by the Registrar .;hould be 
effective. The section will have to be re-numbered as _;_e.:t.ion l:J 
instead of section _16 at present. 

76. We, therefore, recommend that Section 16 be numbered ait 
section 13 and the existing section be substituted by the following:-

SECTION 13-Amendment of the by-laws o.f a society.-(1) No 
amendment of the bye-laws of a society shall be valid until 
registered under this Act for which purpose a cony of the amend
ment passed at a General Meeting of the society in the manna
prescribed shall be forwarded to the Registrar. 

(2) If the Registrar is satisfied that the proposed amendment 
is not contrary to this Act or to the Rules or to co-operative 
principles and is not inconsistant with objectives of the Consti
tution of India:, he shall, unless he -refuses to register the amend
ments for ·reasons to be· recorded in ·writing, register the amend
ments with or without" a:riy modifications 6n his own motion. · 
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(3) When the Registrar registers an amendment of /the bye
Jaws of a 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 and communicate to .the society 
the date from which the amendment shall be effective. 

( 4) Where the Registrar refuses to register an amendment of 
the bye-laws of a society, he shall communicate the order of 
refusal, together with the reasons therefor, to the society. 

77. Power to direct amendments of Bye-laws.-The Bombay Co
•operative Societies Act, 1925 does not deal with this subject and 
it has been found by experience that Registrar has been unable 
to have the bye-laws o1l societies .suitably amended even when 
they are out of date or do not meet with the requirements of 
societies. Where the Managing Committee of a society is supported 
by the general body in its opposition to any progressive move, the 
Registrar is helpless. The lacuna in the present Act is probably 
due to the widely prevalent co-operative view and practice that 
co-operation is voluntary ang it is the inherent right of the members 
to decide what type of constitution they should have for their 
society. This is a sound principle but in actual practice it impedes 
the progress of a society if the recalcitrant element in the society 
is able to mis-guide the majority. We find that in Assam and 
Bihar, powers to direct amendments have been vested in the 
Registrar. •.1' 

78. In Madhya Pradesh, we were told, that· the members of 
a particular society refused to have lthe bye-laws amended in 
a manner which would have developed that society very rapidly 
and enabled it to achieve its objectives more speedily. The Regis
trar had, therefore, to move the Government for amending the 
Act and as a result he was able to impose the amendments on that 

·society with whose working we were highly impressed during our 
visit to Nagpur. The Hyderabad Co-operative Societies Act which 
is presently applicable to the Marathwada areas also vests similar 
powers in the Registrar. Apart from this practice which is preva
lent in the two component parts of the State and certain other States, 
we have examined the question from the point of the accepted role 
of co-operatives in the planned economy of the country and have 
come to the conclusion that powers to direct amendments of bye
laws should be vested in the Registrar. In the course of our dis
cussion with the representatives of co-operative institutions we 
found that the co-operative opinion was not averse to such a pro
posal especially in view of the conception of State Partnership 
provided the arbitrary use of powers was prevented. We agree 
with this view. 

79. Section 11(4) of the Co-operative Societies Act, 1912, ·as 
applied to Madhya Pradesh after being amended by the Central 
Provinces and Berar Co-operative Societies (Amendment) Act, 194t, 



}'rovides that "notwithstanding anything contained in this Act .(Act: 
li of_ 1912) or the Rules or bye-laws made thereunder, if the Regis-· 
trar considers that an amendment of the bye-laws of a registered! 
society is necessary or desirable in the inter~t of such society he 
may, by an order in writing to be served on the society by r~gis
tered post, require the society to make the amendment within such 
time as may be specified in such order". Section 10 of the Hydera
bad Co-operative Societies Act is more democratic in as much as. 
it gives an opportunity at the instance of the Registrar to the society 
to make the amendment within a specified period and empowers the 
Registrar to register such amendment in case the society fails to
make the amendment. Secondly, it provides that the Registrar can 
seize the initiative under this section only when he is satisfied that 
the . amendment " is necessary or desirable in the interest of such 
society". . -

80. In our opinion the latter provisions should. be more acceptable· 
to the co-operative movement in the State. It needs, however, to 
be emphasised that the powers sought to be vested are drastic and 
a safeguard is desirable. This can only be provided if the Registrar
is authorised to use these powers in consultation with co-operative 
opinion. What agency should represent the co-operative opinion 
for the purpose of consultation is a controversial issue. The popular
view is that a financing bank should be considered best agency for· 
consultation. Some of us, however, feel that being creditor it might 
be interested in a particular set of amendments and may not be 
able to view the amendments from -the point of promoting the 
interest of the sodety whose bye-laws are to be amended. It is 
further argued, and we agree, that a financing agency cannot neces
sar-ily be considered competent to safeguard the interest of all typ.:s 
of societies. The Bombay State Co-operative Union is, therefore,. 
the only society which can examine the proposal dispassionately and 
give the correct advice to the Registrar and we believe that a deci
sion jointly arrived at by the Registrar and the Union is not likely 
to be resisted by society affected. We are confident that this advice· 
will not only be in keeping with the democratic tradition of the· 
movement but will also serve the objective of the movement itself .. 
We wish to make it clear that the consultation means concurrence· 
in this context and have used the latter word while drafting ihe· 
section. 

81. We, therefore, recommend that a new section to be number~d' 
as Section 14 be incorporated in the Act and it should read as. 
follows:- -

SECTION 14-Power to direct amendment of bye-laws.-(1) If it 
appears to the Registrar that an amendment of the bye-laws or· 
a society is necessary or desirable in the interest of such a society. 
he may call upon the society in the manner prescribed to make 

·. t-ne amendment within such time as he may specify. 



, (2f U the society fa~ to make the amendment within the-: 
tUne specified, the Registrar may, after giving the society an.. 
opportunity of being heard and after consulting and with th~ 

·concurrence of the President of the Bombay State Co-operative' 
Union, register such amendment and issue to the society a copy 
ot such amendment certified by bini. Such amendment 5hall 
thereupon be bindjng on the society and· its membe:rS. 

82. Change of name.-section 14 of the present Act provides for the 
change of name of a society and its effect. It has been now 
accepted as a result of legal decisions that past member do not include 
tieceased members and their estates. We, therefore, recommend that 
the words " or deceased members 11 should be inserted between the 
words "past members" and "and". Secondly, the section iloes not 
make it obligatory on the Registrar to substitute the new name. for 
the old one in the register of co-operatlve societies and amend the· 
cenificate of registration. We opine that a provision for this pur
pose is necessary. The section will have also to be re-numbered. 
We, therefore, recommend that the section be re-numbered as 15 and 
the wording in the existing section 14 be amende,u so as to read as 
l:lnder:-

SECTION 15-Change of name.-(1) A society may, by a resolution 
of a General Meeting and with the approval Of the Registrar~ 
change its name, but such change shall not affect any right or 
obligation of the society,'or Qf any of its members. or past members, 
or deceased members and any legal proceedings pending may be 
continued by or against the society under its new name. 

(2) Where the ~ociety changes its name·, the Regiist'rar shall; 
enter the new name in its place in the register of co-operative 
societies and shall amend the certificate of registration accor
dingly. 

83. Change of liability of a society fro,m limited to unlimited or 
vice versa.-Section 16(A) was inserted by the amendment of the 
Act in 1948 in order to permit societies to change their liability from 
limited to unlimited or vice versa. The main object of the pro
vision as the Minister for Co-operation then explained to the Bombay 
Legislative Assembly was to permit societies to change over from 
unlimited liabilities to limited liability by going through a 
certain procedure. The section lays aown certain conditions in
cluding (1) sufficient notice to members and to persons whose in
terests are affected by the change, (2> consent of every such member 
or person and (3) an opportunity to the member objecting to the 
change to withdraw his share and an assurance \o the . creditors 
to have his debt secured. For special reasons, however, the Regi
strar has been empowered to dispense with the notice, but we have 
been informed that so far this proviso has not been used by the 
Registrar. In the context of the future - development -of the co
gperative· movement especially in the rural- sector it is an ilccepted 



_policy to encourage large-sized societies with limited or guaranteed 
liability in order ta enable the State Government to strengthen them 
.through State Partnership. When the section ·was inserted, the 
Minister for Co-operation had explained to the -Assembly that the 
facilities should be there " should the general feeling be that they 

.should switch over from unlimited to limited liability". 

84. Now. this is going to be encouraged as a matter of policy. We, 
.therefore, submit that the aim of the section should be to simplify 
the procedure and facilitate the switch over. The Section prescribes 
"''sufficient" notice under sub-section (2)(i). The word "sufficient" 
is liable to be interpreted rather loosely and a specific time period 
should be prescribed. In the case of amalgamation, section 15 of 
the present Act, requires 15 days notice to the members. We, 
therefore, recommend that the word "sufficient" should be substi
tuted by the words "15 days". Secondly, there is the onus on the 
:society to receive the assent of the members and the creditors. We are 
.afraid that this is an inequitable burden on societies. So far as the 
society is concerned, its responsibility should end once it gives suffi
cient notice and the onus of signifying the objections should rest with 
the other party. We have, therefore, provided for payment in three 
months for meeting the objection of a creditor from the date of 
receipt of such objection from the creditor instead of from the date 
-of the notice. We, therefore, recommend that the Section should 
provide that any member or creditor who does not signify his objec
tion within the specified period shall be deemed to have assented to 
the change. This provision exists in Section 5 of the Madras Co-oper
ative Societies Act. All that the creditors and the members are 

required to be assured is that the change shall not take place unless and 
until they have a reasonable opportunity to exercise their choice and 
get it satisfied. The latter has been assured by the existing clause 
(2) (ii) (b) (ii). We, therefore. recommend no change in this clause. 
As regards the proviso, we note that this has not been used so far, 
but at the same time we opine that it is necessary in order to meet 
the situation which may not be visualised at present. We, therefore, 
recommend its retention. 

85. As a result, we recommend that the existing section 16-A be 
-re-numbered as Section 16 and be amended as under :-

SECTION 16-Change of liability of society from limited to un
i·~mited or from unlimited to limited.-(1) A society may, subjec" 
to the provisions of Section 13 by an amendment of lts bye-laws 
change its liability from limited to unlimited or unlimited to 
limited. 

(2) No such amendments s~all be registered by the Registrar 
unless he is satisfied that-

(i) fifteen days' notice has been given to every member of a 
society and to any person or class of persons whose interests will, 
':iD the opinion of the 1\egistrar, be affected by the alteratiQD., an~ 



(ii) that with respect to every such member or person who, ill: 
the opinion of the Registrar, is entitled to object..,.-

(a) either his assent has been obtained to the change or 
deemed to have been obtained by virtue of his failure to· 
object within fifteen days from the date of the notice, 

(b) or if he signifies his objection-

(i) he is allowed to withdraw his share if he is a member, or· 
tii) that his debt or claim has been discharged or has been 

determined or has been secured to the satisfaction of the
Registrar within three months fiom the date of .·eceipt or· 
the objection, if he is a creditor: · 

Provided that the Registrar may in the case of any persons or 
class of persons, for special reasons, di~pense with the notice· 
required by this sub-section. 

86. Amalgamation, transfer, division or conversion of societies.
Amalgamation or transfer of societies have been covered by fection 15 
of the present Act while section -15-A deals with division (or con-· 
version) of societies. The procedure in both the respects should be· 
identical and the explanation for two sections is probably to be 
sought in the fact that section 15 did not provide for division and 
the new section had to be introduced in 1948 to overcome· the 
deficiency. In this context, the Minister for Co-operation explained 
to the Assembly (Bomba.,y Legislative Assembly Debates, February· 
!1, 1948, page 119), "a riew provision is made for the splitting up· 
of societies where such splitting up is found necessary in the
opinion of the Registrar according to the circumstances of the case ". 
Thus for instance, in both the cases the resolutions will have to be· 
passed by three-fourths majority. Three months' notice has to be· 
given to the creditors and they have the right to demand-their dues. 
In the Madras Act also both the sections ha'"e been merged into one .. 
We are of the view that both the sections can be suitably merged· 
into one by prescribing the common ·procedure. 

87. Amalgamation or division is permitted a:t present under the 
two sections "with the approval of the Registrar ••: We are unable 
to determine whether the intention of the legislature is to provide 
for prior approval of the Scheme or the approval of the bye-laws. 
From the .Minister's statement quoted above on .section 15-A, it 
is clear that the Registrar's opinion as to whether splitting is neces
sary or not is crucial. We opine that this is equally important in 
the case of amalgamation and, therefore, recommend that both
in the case of amalgamation and divis:on-the prior approval of the 
Registrar should be insisted. This would save the societies from 
the expenaiture in connection with the completion of the forma• 
lities required by the law if at the end the Registrar were to r~ject 



'the scheme.· ·The second stage is to get the scheme approved by 
the General Body. It is only theri that the members arid the 
-.creditors likely to be affected by the Scheme should have the <-boice 
·.to decide whethet, they should dissociate themselves from the 

. .scheme. The Scheme can be effective only after the amendments 
.are approved, by the Registrar, and therefore, it would be necessary 
to impose a condition prior to the registration of the change that the 
.members and creditors are able to exercise their choice of with
.drawing and getting claims satisfied respectively. 

88. In dealing with tnese stages we have made no material change 
in the existing section but have attempted to codify the provisions 
properly so that the implications can be properly understood. We, 
.therefore, recommend that the existing section 15 and section 15-A 
-be deleted and a new section to be numbered as section 17 be 
inserted as under :-

SECTION 17-Ama.lgamation, transfer, d.iv'ision or conversion of 
societies.-( 1) A society may with the prior approval of the 
Regi~trar,, by_ a resolution passed by two-thirds majority of the 

· :members present and voting at a special general meeting, held for 
.the purpose, decide- ·· 

'. ta) to amalgamate with an~ther society, or · 

(b) to transfer its assets and liabTiities in whole or in par• to 
.any other society, or 

(c) to divide itself into two or more societies, or 
(d) to convert itself 1nto a class of sociefy, the object of ·y.-hich 

is materially different from that under. which it has been classi
fied under the· Act : 

Provided that·when such amalgamation or transfer of assets and 
1iabilities- or division or conversion· involves a transfer of Jiabili
·ties of a society to any other society, no order on the resolution 
:.shall be passed by the Registrar unless he is satisfied that-· -' · 

(a) a society, after passing such resolution, has given notice 
thereof in writing to all its members, creditors and such other 
persons whose interests are likely to be affected giving them the 
·option, to be exercised within a month from the date ot ·i&sue 
of such notice, of becoming a member of any of the new 

·societies or continuing · their' membership in converted or 
amalgamated society, or demanding the payment of their share 

·Or interest or dues, as the case may 'be; 
(b) the assent of all the members .and creditors and other 

persons whose interests are likely to be . affected has been 
obtained or deemed to have been obtained by virtue of any 

· ·member or creditor or any oilier person whose interest is likely 
. 'to be affected failing to exercise his optlon within a period of 
..one month from date of issue of notice. and 



·(c) that a11· claims of members and creditors and such other 
persons· whose interests are likely to be affected, who exercise 
the option referred to in clause (a) within the period specified 
there~n have been met in full. 

(2) Notwithstanding anything containe9. .in the_ Transfe~ of 
Property Act, 1882, or the Indian Registration Act, 1908, the regis.;. 
tration of the new societies in the event of division or the convert
ed society in the e\"'ent of conversion of a society, and the resolu
tions of the societies concerned with the ama~gamation shall be 
.sufficient conveyance to vest the assets and liabilities of the 
-Original society or societies in new pocieties or society. · 

( 3) The amalagamation of societies or division or conversion of 
a society shall not affect any rights ·or obligation of the society so 
amalgamated, divided or converted -,or render defective any 
legal proceedings which might have beep. continued or commenced 
by or against a society which may have been amalgamated, 
-divided or converted may be confinued or commenced by the 
amalgamated society or the converted society or the new ~ocieties; 
.between which society may have: been divided. 

{ 4) Where any two or more societies have been amalgamated ot 
a society has been divided or converted the registration of sucn 
societies or society shall be cancelled on the date of registration 
of the amalgamated society or the converted society or the new 
!!ocieties between which society may ha\"e been divided. 

. . ... . 

89. Power to direct amalgamation.~As a result of the Rural 
Credit Survey Committee's. Report, it has been the policy of _the 
State and the co-operative movement to encourage Jarge-sized 
multi-purpose societies. Apart from that, Jhe. successful working 
·of a society demands that it should be of an economic size. It 
would, therefore, be necessary to encourage the amalgamation. of 
small sized societies into an economic unit. Section 15-AA inserted, 
in the Act in 1956 empowers _the State Government. to provide for 
amalgamation of c<H>perative societies in public interest. :fhis 
section requires the State Government to send a copy of the· pro
posed order to the societies concerned and to make such modifica-. 
tions in the draft order as may be desirable in the light· of ·the 

.objections and suggestions received. This is a wholesome :safeguard. 
But sub-section (3) only assures the membets and the creditors to 
have "nearly" the same interest in or rights 'against the ':riew 
society as a result of amalgamation and enables them to get co:in
pensa tion for the difference ·between Their interest· · in ·or· · rign t 
against the origi~al society and the ones in the amalgamated society. 

90. We are afraid, this is an arbitrary provision and in no Circum
:stances the question of determining the difference betw€en the iwo 
interests and right should be left to the State Government or the 



Registrar or any other authority which will be imposing the 
amalgamation. True, a similar provision exists in the Companies Act 
but the analogy is not applicable since in the case of Companies, th~ 
Central Govemment has to make out a case that amalagamation i~ 
essential in national interest (vide section 396 of the Companies Act). 
A co-operative society is essentially an organisation of members and 
no usdul purpose will be served by compelling unwilling persons to 
continue their membership. Similarly, it would not be fair to transfer 
th~ dues of creditors from one society to another ~oclety, without 
their consent. We opine that the facilities available to the members 
and creditors in respect of voluntary amalgamation should also be 
available unier complusory amalgamation which might be imposed by 
the State GovHnment as a matter of policy and recommend that the 
.section be suitably amended so- as to eliminate the difference in respect 
of this fadlity between voluntary amalgamation and compulsory 
amalgama.tion. We hope that in view of the conception that the· 
quantum of State Partnership will be to the extent required by the 
society, the fih.ancial difficulty for the society in meeting the necessary 
obligation will not arise. 

91. We are also of the view that it should be left to the Registrar 
to decide ·whether it is desirable to amalgamate two svcieties or not 
and recommend that the power should be vested in the Registrar 
instead of in the State Government. It has been suggested to us 
that two societies of similar types should only be q.malgamated. We 
do not agree with the suggestion for the reason that in a group of 
villages it might be desirable to amalgamate agricultural ~oc~eties 
and small purchase and sale unions, and do not, therefore, recommend 
any restrictive provision. We, therefore, recommend that 
section 15-AA be re-numbered as section 18. The words " State 
Government" wherever they orcur be substituted by the word 
'·' Registrar" and that clause (3) be deleted and a new clause be 
inserte.i so as to give an opportunity to the members a!ld creditors 
of the societies to be amalgamated of withdrawing from the Scheme 
and demanding the return of their share capital, intetest or other 
dues. 

92. As u result of the above recommendations the new section 18 
will read as under :-

Section 18-Power of Regi.<;trar to direct amalga.mation.
(1) Where the Registrar is satisfied that it is essential in the public 
interest or necessary in order to secure the proper management of 
any society, that two or more societies should amalgamate, then not
\Vit,st:mding anything contained in section 17 but subj<>ct to the 
provi.sions of this section, the Registrar may. by order notified ii"i the 
Official Gazette, provide for the amalgamation of those societies 
il).to a single society with such constitution, property, rightsr 
interests and authorities, and such liabilities, duties and obligations,.. 
as mny be specified in the order. 
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(2) No order shall be made under this section unless-

(a) a copy of the proposed order has been sent in draft to each 
of the societies concerned calling upon them to furnish within 
such period (not being less than two months from the date on 
which the copy of the order as aforesaid was .received by the 
wc1ety) as the Registrar may fix in that behalf, a Ust of members 
and creditors who object to the Scheme of amalgamation and wish 
to •vithdraw from it ; 

(b) the Registrar has considered and made such modifications 
in the draft order as may seem to him desirable in the light. of 
any suggestions and objections which may be received bv him 
within such period as mentior.ed in sub-clause (a) ~ither from the 
society or from any member or class of members thereof or from 
any creditor or class of creditors. 

(3) The order referred to in sub-section· .(1) may contain such 
consequsnii2l, incidental and supplemental · proviswns os may in 
the opinion of the Registrar be necessary to give effect to the 
amalgamation. 

(4) Evuy member or creditor of each of the Sc1Cietif;'S before 
amc.lgamation who has objected to the Scheme 'Jf amalgamation 
within tbe prriod specified shall be entitled to receive on the issue 
of the order of amalgamaEon his share or int~rest if he is 
a member and the amount in satisfaction of his dues if he is 
a creditor. 

(.5) On 1h'c! issue of order· under sub-section (1) provisions in 
section 17(2), (3) and ( 4) shall apply to the societies so amalgamated 
as if they were amalgamated under section 17_ and to the society 
c. malgamar':e d. 

93. Recrmstroction of societies.-The working of the co-operative 
movement in the State as elsewhere has demonstrated that societies 
occasionaliy come to grief for one reason or another, but have 
a chance' of survival and development after receiving th•? first shock. 
For this purpose it has been found necessary to r·~construct the 
society so afl~ected. The need for reconstruction stems from the fact 
that the svcirty is not in a position to meet its liabilities fully to its 
creditors. From this point, reconstruction necessarily involves 
a compromise with its creditors and members. Where all the 
t::redito:-s unanimously agree to a compromise proposal, no difficulty 
arises, but if even one creditor objects to it, the scheme falls.through 
on legal p-ounds since it is impracticable to satisfy fully a dis
sentient creditor and thereby penalise further other creditors who 
lend their support to the reconstruction scheme. This is also the 
position in n:spect of members of the society. In Bombay 
State fortunately to our knowledge several societies have been 
reconstructed insp~te of this handicap and no legal difficulty has 
arisen probably because no· member or creditor tested the action 
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of societies and the Registrar. in a Court. We, however, feel that 
with the expansion of the movement, the cases of reconsruction of 
societies are likely to occur more frequently and it is necessary 
that the Act should specifically provide the procedure for recons
truction. 

94. Sections 391, 392 and 393 of the Companies Act prescribe the 
procedure in respect of Joint-Stock Companies for compromising or 
making arrangements with creditors and members. Section 391 lays 
down that "the Court on the application of the company or creditor 
or members or liquidator may order a meeting of the creditors or 
the members and if three-fourths of the creditors or members in 
value agree to any compromise, the Court may sanction the compro
mise and it shall be binding on all creditors and members and on 
the company." The Section also provides for an appeal against any 
order of the Court. Section 392 empowers the High Court making 
the order to supervise carrying out of the compromise and revising 
the compromise and giving directions in regard to any matter affect
ing the compromise. Section 393 prescribes the procedure for calling 
the meeting of creditors and members and for giving them informa
tion and explanation. Under section 517 of the Companies Act 
reconstruction has been facilitated in the case of a Company about 
to be or in the course of being wound up. Here the procedure is 
simple inasmuch as the support to the scheme is required from 
three-fourths of the creditors and members in value and a provision 
has been made for enabling a creditor to appeal. 

95. The main points to be noted in this context are that (1) the 
Court is not bound to sanction the scheme because requisite members 
and creditors have approved it, (2) the Court has to see whether the 
sanctioned scheme is conducive to public interest or commercial 
morality, (3) and the court has to be satisfied that the scheme ig 
practical and feasible and is fair to the parties whose interests are 
affected. A controversy is often raised as to whether a scheme once 
approved by the requisite majority, can be subsequently modified by 
the Court or not. The relevant section in the Companies Act, 1956 
has resolved it by empowering the Court to modify the scheme. 
It is significant that creditors' and members' assent to a scheme 
modified by Court is not requirEd. We wish to emphasise this parti
cular aspect of the reconstruction scheme because it is very· valid 
in respect of reconstruction of co-operative societies. 

96. The Bombay Co-operative Societies Act, 1925, does not provide 
for reconstruction of societies, but section 42-B of the Madhya 
Pradesh Act as applied to Vidarbha deals with "compromise or 
arrangement for repayment of liability of registered societies". 'fhis 
section empowers the Registrar to order a meeting of creditors for 
the purpo~e of effedting a compromise \or arrangement and pass 
an order confirming compromise or arrangement if it is approved by 
creditors. not less than three-fourths in value of the creditors present 
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either in person or by proxy at the meeting. On passing of the order, 
the compromise shall be binding on all the creditors and on the 
society and, ~ the case of society under liquidation, on the liquida
tor. A proVISo has, however, been added that the Registrar shall 
not confirm the compromise unless the creditors agreeing to it are 
not less than 51 per cent. in value of all creditors. We are afraid 
that this proviso is restrictive inasmuch as it is not fair to expect 
a society to compel every creditor to express his view and in fair
ness to the society and to its creditors the golden rule of " silence 
is consent" should be adopted. 

97. The Section also deals elaborately with the procedure and 
provides for the (i) proceedings being stayed in the Civil Court 
pending the compromise proceedings and (ii) for abating the pro
ceedings after the scheme is confirmed. ··These two provisions are 
very important from the point of facilitating the reconstruction of 
society. Section 42-C of the Madhya Pradesh Act enables the society 
to borrow only when it has paid to its creditors not less than two
third of the amount payable to them under the scheme and reqUires 
that the balance of the amount due to the creditors is to be paid 
within six months. This period, we are afraid, is again restrictive 
because the scheme of arrangement agreed to by the creditors might 
provide for a longer period. In .fact the usual arrangement is for 
paying a fraction immediately and spreading payment of the balance 
over a period ranging up to five years. This Section further proVIdes 
that the scheme shall cea~. to be in force as soon as the whole 
amount of the liability is paid. 

98. Having considered the abovementioned points, we have come 
to the conclusion that the scheme of reconstruction suitable for 
societies has to be simple. fair to members and creditors, and practi
cal. Secondly, the whole scheme right from the stage of calling the 
meeting for its approval to its execution has to be supervised by the 
Registrar. Thirdly, the Registrar must have the same powers under 
this Act as those which have been vested in the Court by the Compa
nies Act, 1956. In the Companies Act proxy at the meeting are 
perm:tted where\'er they are allowed by the constitution of the com
pany concerned. We do not think that proxies should be permitted 
in the case of a society because the element of non-members among 
the creditors is usually insignificant. We also do not feel the 
necessity of adapting in its present form section 42-C from the 
Madhya Pradesh Act because the scheme of reconstruction has 
necessarily to be implemented over a longer period and the creditor 
cannot be expected to be paid of fully in six months. The society 
is entitled to apply for a loan to its financing agency so long as it is 
not wound up and the financing agency is capable of determining 
the creditworthiness of such a socie-ty before sanctioning loan and 
that it is obvious that a compromise ceases after the conditions im
posed by it are implemented. It is also unnecessary to provide that 
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after the compromise has ceased to be in force, no further claim 
shall remain against the society or against its property in respect 
of which compromise has been effected. 

99. In recommending the following Section. No. 19 we have relied 
on the Companies Act and the Madhya Pradesh· Act and sought to 
achieve the purposes mentioned earlier . 

. SECTION 19-Reconstruction of societies.-(!) Where a compro
mise or arrangement is proposed between (a) a society and its 
creditors and (b) between a society and its members, the Registrar, 
may, on the application of the society or of any member or of 
any creditor of the society, or, in the case of a society which is 
being wound up, of the liquidator, order a meeting of the members 
or creditors, as the case may be, to be called, held and conducted 
in such manner as the Registrar directs. 

(2) If a majority in number representing three-fourths of the 
members or three-fourths in value of the creditors, as the case 
may be, present and voting in person at the meeting, agree to any 
compromise or arrangement, the compromise or arrangement shall, 
if sanctioned by the Registrar, be binding on all members or all 
the creditors, as the case may be, and also on the society, or, L."l 
the case of a society which is being wound up, on the Liquidator. 

(3) When an order calling a meeting is passed under sub
section (1), the Registrar ·may give notice of such order to a Civil 
Court in ·which proceedings, where instituted before or after the 
order, in respect of any liability of the society due to a creditor 
to whom a copy of· the order is posted are pending and on receipt 
of such notice the Civil Court shall stay the proceedings. If no 
compromise or arrangement is confirmed under sub-section {2) the 
Registrar shall inform the Civil Court accordingly, and the proceed
ings which may have been stayed shall be resumed. If compro
mise or arrangement is confirmed under sub-section (2) the proceed
ings, if any, stayed under this sub-section shall abate and no 
proceedings shall lie in a Civil Court in respect of any liabilities 
of the society to which the compromise or arrangement relates. 

( 4) Where the Registrar makes an order under sub-section (2) 
sanctioning a compromise or an arrangement in respect of a socie~y. 
the Registrar shall have power to supervise the carrying out of 
the compromise or arrangement and to give such directions, at the 
-time of making such order or at any time thereafter in regard 
to any matter and to make such modifications in the compromise 
or arrangement as he may consider necessary for the proper work
ing of the compromise or arrangement. 

... (5) If the Registrar is satisfied that a compromise or arrangement 
sanctioned under sub-section (2) cannot be worked satisfactorily 
with or without modifications. he may either of his own motion 
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or on the application of the society, or, in the case of. a society 
being wound up, on the application of the Liquidator,. ~:"lake an 
order cancelling the scheme of compromise. 

100. Partnership.-Section 15B of the Bombay Act provides for 
partnership of societies. This section was inserted in 1953 and 
provides that any two or more societies may, with the approval of 
the Registrar, by resolution passed by three-fourths majority of the 
members of each society, enter into a contract of partnership for 
carrying on specific business and nothing in the Indian Partnership 
Act, 1932, shall apply to such contracts of partnership. The object 
of the Legislature in adding this section was that before the societies 
decide to enter into such a partnership. they should receive the 
approval of the General Body and the Registrar. The Act nowhere 
provides for any contractuary relationship· or partnership between 
the two societies and the Indian Partnership Act is not applicable 
to such societies under this section. To our knowledge no other 
procedure has been introduced for governing the partnership con
templated by this section. Shri B. D. Deshmukh stated in the 
Council (Bombay Legislative Council Debates, official report, April 
9, 1953, page 760), on behalf of the Government that "This specific 
business will be governed not by prm•isions of the Indian Partner
ship Act but by the general provisions of the Contract Act as 
amended by the Co-operatiye Societies Act and the Rules made 
under the Act." •.· 

101. The reason for inserting this section was that in Panchmahals 
district no society with the jurisdiction of the district could be 
given district wholesale agency for distribution and two societies, 
therefore, wanted to form a partnership to undertake it. We think 
that it v.rould be better to give agencies to two societies each having 
a compact area of operation instead of· providing for partnership 
whereunder a unified control is not possible because of the restric
tion of jurisdiction of each society. In the course of our enquiry 
we have learnt that the facility of this section has been availed of 
by societies to enter into partnership even though the two societies 
had two different objectives. Thus, for instance, a Labour Contract 
Society could join hands with a Bank under this section to under
take labour contracts so that one partner executed the contract 
and the other provided the finance. We are afraid that a partner
ship of this type is repugnant to sound business and should not be 
encouraged and the straight course would be to provide the neces
sary finance to such a society if it is competent to execute the 
contract. At the same time, to facilitate such partnership, we 
suggest that a simple majority should be enough. We are, there
fore, of the view that this section should be amended so as to restrict 



the partnership to societies having similar objects. We, therefore, 
recommend that section 15B be renumbered as section 20 and read 
as under:-

SECTION 2(}-Partnership.-(1) Any two or more societies with 
similar objectives may, with the prior approval of the Registrar, 
by a resolution passed by a simple majority of the members 
present and voting at a general meeting of each such society, 
enter into a contract of partnership for carrying out specific 
business or businesses. 

(2) Nothing in the Indian Partnership Act, 1932, shall apply to 
such contracts of partnership and matters including disputes 
arising from such partnership, shall be determined under this 
Act. 

102. Cancellation of registration.-There is no provisiOn in the 
Bombay Act or in any of the Acts operating in the component parts 
of Bombay State regarding the circumstances under which the 
registration of a society can be cancelled. Section 49 of the Bombay 
Act deals with " effect of cancellation of registration" but it pro
vides that the Registrar shall make an order cancelling the regis
tration when the affairs of a society have been wound up. The 
cancellation of a society will also be necessary when it is amalgamated 
with another society or divided or converted into another society 
or when it has not commenced business. We, therefore, recommend 
that a new section 21 be added as under :-

- SECTION 21-Cancellation .of registration.-The Registrar shall 
make an order cancelling the registration of a society if it transfers 
the whole of assets and liabilities to another society or amalga
mates with another society or divides itself into two or more 
societies under section 17, or its affairs are wound up, or it has 
not commenced business. The society shall be deemed to be 
dissolved from the date of such order and shall cease to exist as 
a corporate body. 



05 

CHAPI'ER VI. 
MEMBERS AND THEIR RIGHTS AND LIABILITIES. 

103. This chapter deals with (1> persons who may become members, 
(2) open membership, (3) nominal, associate and sympathiser 
members, ( 4) cessation of membership, (5) no rights of membership 
to be exercised till due payments are made, (6) voting powers of 
members, (7) restrictions on holding of share capital by a member, 
(8) restrictions on transfer of share or interest of a member, (9) trans
fer of share or interest on death of a member, (10) share or interest 
not liable to attachment, (11) rights of members to inspect books, etc., 
(12) borrowing by members, (13) liability of a past member or the 
estate of a deceased member, (14) insolvency of a member, and 
(15) expulsion of members. Chapter III of the Act of 1925 prescribes 
the rights and liabilities of members in four sections. These relate 
to items 5, 6, 8 and 9. Section 6-A defines a. person who cannot 
become a member ; but we have chosen to discuss about persons 
who may become members. We have also brought section 6 re
garding restrictions on interest of member of society with limited 
liability and a share capital and sections 26. 27, 28, 29 and 30 
lumped togther in the Chapter on Privileges of Societies within 
the scope of this Chapter because they relate to members and not 
societies. Besides streamling the existing prov1s10ns, we have 
thought fit to add seven new sections so as to make the scope of the 
chapter more comprehensive. 

104. Person who may becofn'e member.-The only section dealing 
with this at present is section 6A, which was added in 1952. This 
section lays down that" no person shall be admitted as a member of a 
society unless he is a person competent to contract under section 11 
of the Indian Contract Act, 1872 ". In other words, an individual 
of the age of majority and of sound mind is eligible to be a member 
of the society. Suggestions were made that insolvents and offenders 
should be specifically debarred from membership. An undischarged 
insolvent is ineligible to enter into contract and, therefore, he will be 
subject to disability of not being entitled to the membership of a 
society. But we do not think any useful purpose will be served by 
extending the disability to insolvents and offenders. This is so parti
cularly, because in a co-oper;itive society, .to quote the Govern
ment of India's Resolution "Membership should be eligible for 
admission by election only so as to secure that mutual confidence 
upon which successful co-operation would depend". Although the 
movement has expanded, the principle laid down in this Resolution, 
i.e., " the selection must still be personal and made by the society ; 
no person can claim admission under any automatic rule" and the 
important principle that the new member must be accepted by the 
old ones or their representatives is still maintained. This js a suffi
cient safeguard in our opinion. 

105. A point has been raised as to whether the membership 
ahould be confined tQ individuals only, and if so, whether an in
dividual member can represent a joint Hindu family. On the second 



point. the co-operative opinion is unanimous. But on the first point 
it is divided. The Courts have held that the term 'Member' is wide 
enough to include a joint Hindu family. The question is whether 
the firms and companies were eligible to, become members under 
the Act, enacted in 1925. The definition of "Member'' given in the 
Act, enacted in 1925 includes "a person" etc. "A person" has been 
defined in section 3, clause (35) of the Bombay General Clauses Act, 
1904, which says that "person" includes a company or association or 
body of individuals, whether incorporated or not. It is significant 
that the Bombay Legislature deliberately added the word "person" 
and not "individual" which is found in Co-operative Acts of certain 
other States. It is, therefore, obvious that the intenticn of the 
legislature as early as in 1925, was ~o throw the membership of co
operative societies open to firms and companies provided they 
satisfied other qualifications. It is on the basis of this interpretation 
that several societies, especially urban banks, admitted firms and 
companies as members. 

106. The question figured again in 1952 'vhen the bill to amend 
the Act was introduced in the Bombay Legislature. The principal 
object of this bill was to facilitate the formation of co-ope:ative 
societies, the sole object of which was to provide financial accom
modation to the co-operative housing societies. For this purpcse, 
the words "company" or "firm'' were added in section 7. The then 
Minister for Co-operation explained that it would be desirable to 
enable companies and partnership to become members of the co
operative society, hence the need for changing the law jn this respect. 
This subsequent inclusion of firms and companies has given the im
pression. that the law sponsored their admission only in respect of 
the Housing Finance Society and consequently there has been a 
tendency on the part of the authorities to discourage the co-operatives 
in admitting firms and companies as members. This policy is able 
to be attributed to the practice in certain other States of confining the 
membership of societies to individuals only. 

107. The main argument in support of keeing the firms and 
companies out of co-operation is that they are capitalistic concerns 
and have a profit motive and are, therefore, liable to unduly influence 
the working· of the society to the detriment of the small members. 
Some of us also hold this view. But those who have opposed beg to 
point out that the mere combination of individuals does not make them 
capitalists and the combination itself is a right of every individual. 
As regards the profit motive, it may be pointed out that if profit 
motive is not a crime for an individual, it cannot be a crime for an 
individual, it cannot be a crime if they join as partners or combine 
into a company. As regards the possibility of capitalists entering 
the co-operative system and exploiting it, it needs be pointed out that 
in:clividual capitalists can enter if they wish and if a society is 
willing to admit them, the mere exclusion of their companies or 
firms will not serve the object. Those who feel that llie existing 
provision in the Act is liberal may be reminded that co-operative 
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practice in Bombay State, since the enactment of the Act in 1923 
has conclusively proved that the liberal interpretation of the word 
"person" has been instrumental in the large-scale development of 
urban banks in the State, which has achieved an unique position :n 
the country so far as this arm of the movement is concerned. 
This is also true in respect of housing societies. Again, if the 
Government, the co-operators and the legislatures had thought that 
firms and companies should be specifically qualified to be members 
of a housin.g society Qnly, they should have made the provision 
specific to that effect. This has not been done. We are therefore 

' ' of the view that the present practice be continued and no restric-
tion be placed on the eligibility cf firms and companies to be 
members of a society, especially one operating in the non-agricul
tural sector of Co-operation. 

108. It has been represented to us that as a result of the inclu
sion of the words "firms or companies", other associations, such as 
society registered under the Societies' Registration Act and the 
Public Trust Act, have been excluded from the privilege of being 
members of co-operatives. Those of us, who interpret the word 
·• person" in terms of the Bombay General Clauses Act, feel that 
it would be better to use the word "person" than to mention the 
type of persons and to differentiate between individuals and other 
persons, so that in the case of individuals, the qualifications re
garding the age and of sound mind will be applicable. This does 
not arise in the ca£e 'Q'f an institution. We, however, suggest 
that this viewpoint be examined in the Legal Department. For 
the purpose of our recommendation reg·arding this section, we 
assume that the step taken in 1952 in regard to specificp.lly throw
ing the membership. open to firms and companies is correct and 
recommend that in that event the privilege will have to be ex
tended to societies and associations registered under the societies 
Registration Act, the Public Trust Act and other acts for the time 
being in force. 

109. In regard to the Joint Hindu family, the legal position appears 
to be that a joint Hindu family can be a member of a society, unless the 
bye-laws of that society clearly lay down to the contrary. At the 
same time, the courts have held that the om1s of proving that 
a member of a joint Hindu family joined a society in a representa
tive capacity with the consent of all adult members of the family, 
though he may not have been the Karta of the family and that the 
debts incurred by him were for the purpose and on behalf of the 
family, lies on the society if it wants to proceed against the joint 
Hindu family properties although that member is not described in 
the Register of the Society. The procedure for the admission of 
joint Hindu family as a member may suitably be laid down by the 
Registrar for the guidance of the societies, though it may not form 
part of the rules. 
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110 .. In view of the recommendation that individuals should be 
eligible for membership only if they are competent to contract under 
section 11 of the Contract Act, there arises the difficulty relating to 
the position of minors. Under section 17-A, a· minor or a person 
of unsound mind can acquire the rights of the members in certain 
circumstances. We think that the provision is not quite in order 
inasmuch as where as section 6-A says that no minor shall be a member, 
section 17-A makes him eligible and whereas the tenor of the law 
is to confer certain rights and liabilities on a member, the member 
admitted under section 17-A will not be subject to any liabilities. 
We, therefore, recommend that this section" person who may become 
member", should specifically provide for these contingencies. This 
can best be done by making minors as associate or nominal members 
of a society. 

111. The second point relating to the minors arises from the point 
of promoting students' co-Operatives. The organisation of school co
operatives gives the sudents an opportunity to promote understanding 
of Co-operation to teach co-operative ideas by practice, to improve 
their ability to work together and to translate. into practice the 
basic principles of community and social life. This type of Co
operation has been an accepted basis for promoting the co-operative 
movement in Europe. Students' co-operatives have also to be encou
raged in this country. At the same time, it would not be proper to 
allow such societies being started and run as unregistered societies, 
because any association not registered, will be illegal and those 
conducting it can be penalized under the Indian Companies Act, 
and under section 11 proposed by us. In order to provide for this 
contingency, we recommend that societies whose membership is 
meant primarily to benefit the minors may be registered under the 
Act and the bye-laws of such societies may be devised in a manner 
which will provide for a sufficient safeguard against the misuse of 
funds of such society. 

112. The third point which needs to be discussed relates to the 
readmission of an expelled member of one society by the oth0r, 
or by the same .society. Expulsion of a member is an extre~ 
penalty and the step itself is taken in exceptional circumstances and. 
by a majority of the members at a general meeting, which hears the 
member liable to be expelled. Consequently the decision on expul
sion is taken after a good deal of deliberation and for an offence 
which is severe. In that event, the penalty also must be severe. 
Its quantum will not be adequate unless he is deprived of the faci
lities of being admitted as a member of another society or of the 
same society for a specific period. At the same time it would be 
desirable to provide a safeguard against the powers being misused 
by the general body, by empowering the Registrar to make an ex· 
ception in respect of the penalty. The Madras Rule XVII!-B lays 
down that no member of a society who has been expelled under 
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ber of that society or for admission as a member of any other society 
for a period of 2 years from the date of such expulsion ; provided 
that the Registrar may under special circumstances sanction the 
readmission or admission, within the said period, of any such member 
as a member of the same or any other society, as the case may bE. 
We endorse this provision but propose to cover it in p,aragraph 146. 
We also think that provision should be made for the admission of 
a co-operative society to membership of another society and of the 
State Government as a member of a society. 

113. A representation was made by certain witnesses to us that 
employees of a society should be disqualified from being members 
of that society on the lines of the provision in Madras and Orissa 
Acts. The main argument is that the interest of employees conflicts 
with that of the members and where employees are admitted as 
members, they will seek to safeguard their interest as members by 
using their position in the society as members and consequently 
discipline will not be maintained. It is further argued that an em
ployee on becoming a member can come in closer contact with the 
committee and exploit the position to his advantage at the cost of 
other employees, and the management may be reluctant to take 
stringent measures against such an employee. Several other argu
ments of less importance have also been advanced in support of this 
view. We, however, find that the admission of employees as membe:::s 
has not operated to the detriment of any society in Bombay State 
so far as our enquiry shows. Furthermore, the interest of members 
and employees in the society are identical in certain matters inas
much as the benefit for bot}) can accrue _from the growth of the 
society itself. Besides, it would not be fair to deprive a person 
otherwise qualified of the facilities which a society may provide 
simply because by accident he happens to be an employee. We, 
therefore, reject the suggestion. 

114. As a result of the above discussion we recommend that 
section 22 given below be substituted after deleting the existing 
Section 6-A. 

SECTION 22-Person who may become member.-No person shall 
be admitted as a member of a society except the following, viz.:-

(a) An individual, who is competent to contract under section 11 
of the Indian Contract Act, 1872 ; · 

(b) A firm, company, association or any society registered 
under the Societies Registration Act or the Public Trust Act or 
any other Act for the time being in force ; 

(c) A society registered under this Act, and 

(d) The State Government. 
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Provided that the provisions of. clause (a) shall not apply to 

an individual seekin~ admission to a society exclusively formed 
for the benefit of the students. 

115. Open membership.-Although the membership of a co-opera
tive society is selective, one of its cardinal principles is that of open 
membership. In Sweden, an economic society cannot refuse the 
right of membership to any person unless there is sufficient reason 
such as the evidence that the person is likely to ·work against the 
interests of the society. ·This is based on the view that the ultimate 
aim of co-operation is to exend its benefit to every eligible person 
and the Law must, therefore, ensure that no such person is shut out. 
There has been, however, a tendency among certain co-operatives in 
Bombay State to treat them as closed shops. This has to be discouraged 
by providing for a proper safeguard. In the case of consumers' 
societies Rule 45-A provides that ·no consumers' society shall, 
without sufficient cause refuse admission to membership to any 
person duly qualified and that any person aggrieved by non-admission 
may appeal to the President of the Federal society to which the ~aid 
society is affiliated or if it is not affiliated to any federal society to 
the President of the Bombay Provincial Co-operative Institute and 
the decision of the Pesident of such society !'hall be final. The 
All India Rl:~ral Credit Survey Committee also felt that the princi
ple of open membership should be strictly adhered to by the societies 
and, therefore, recommended t,hat a person who has been refused 
admission to a society should have the right to appeal to the Regis
trar of Co-operaive Societies. A draft of the amendment to the 
Rule on the basis of this recommendation was published for public 
opinion and discussed in the State Co-operative Council where the 
consensus of opinion was that Rule 45-A in its present content would 
serve the objective which everybody had in view. We share this 
opinion. 

116. The only point to be noted in this . context is the doubt 
regarding the legal position of the provision in the rules. The rules 
are subsidiary to the Act which does not vest the power in the 
Registrar to decide who should be admitted as a member by a society. 
We._ therefore, recommend that Rule 45-A be amended suitably to 
cover all types of societies and be incorporated in the Act itself as 
a section, which should be numbered as Section 23 and read as 
under:-

SECTION 23-0pen membership.-(1) No .society shall, without 
sufficient cause, refus~ admission to membership to any person 
duly qualified therefor under its byelaws. 

(2) Any person aggrieved by the decision of a society refusing 
·admission to him to its merr.bership may appeal to the President 
of the federal society to which the said society is affiliated or, if 
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it is not affiliated to any federal society, to the President of the 
Bombay State Co-operative Union. 

(3) The decision of the President of the federal society or of 
the Bombay State Co-operative Union in appeal shall be final. 

117. Nominal, associate and sympathiser members.-The practice 
of nominal membership in co-operative societies was initiated in 
1947 following the enactment of the Bombay Agricultural Debtors' 
Relief Act, as a result of which farmers whose debts were adjusted 
experienced difficulties in the matter of securing agricultural credit 
since they were unable to buy the requisite number of shares of 
agricultural credit societies. The Government, therefore, encouraged 
these societies to accept agriculturists whose debts were adjudicated, 
as nominal members. The enactment of "the -Money-lenders Act in 
the same year also created a shortage of. credit for persons with 
small means who were unable to borrow money by pledgin~ valu
ables. The Government, therefore, advised urban credit societies 
to adm:t such persons as nominal members so that they could be 
provided with the borowing facilities. Thus the practice of admit
ting persons as nominal members has been extensively pre,•alent il'l 
the co-operative sector. In the case of marketing societies which 
have to deal with merchants and to whom credit has necE-:o,sarily 
to be extended, the settlement of disputes by recourse to this Act 
has been found more conducive than through Civil Courts. Since 
this is possible only if tradMs are admitted as members it has been 
found necessary to admit them as nominal members in view of 
the fact that they are not entitled to be fulfledged members of such 
soc:eties. In the case of societies formed for the uplift of backward 
tracts and backward people, such as forest labourers societies and 
labour contract and industrial wcieties and in the case of co
operative sugar factories which demand guidance of a high order 
which cannot be lJ,ad from amongst the members, the need lt'or 
securing it from outside has been felt. This has been satisfied by 
enabling social workers to be associate and sympathiser members. 

118. Thus the practice of admitting nominal, associate and 
sympathiser members has been well developed. The Act refers ~o 
nominal members in certain sections but nowhere has the nomi•1al 
member been defined nor his qualifications, rights and liabilit:es 
have been prescribed. Section 2 (C-1) of the Madhya Pradesh Act 
defines "nominal member". We are of the view that a new 
section should be added providing for the admission of nominal, 
associate and sympathiser members. Since section 24 proposed by 
us below takes care of societies wishing to encourage nominal 
members in respect of persons who are not qualified to be iulfledged 
members, we hope t~at the introduction of this section will not be 
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misused by societies. We, therefore, recommend the following new 
section as sect~on 24 :-

SECTION 24-Nominal associate and sympathiser members.
(1) Notwithstanding anything contained in section 22, a society 
may admit any person as a nominal, assbciate or sympathiser 
member who shall have no share either in the management, 
profits or assets of a society and shall not be subject to any 
contributory liability in the case of winding up of the Eociety. 

(2) Save as provided in sub-section (1). a nominal, associate or 
sympathiser member .shall have such privileges and right3 of a 
member and be subject to such liabilities uf a member as may be 
specified in the byelaws of the society and be subject to the pro
visions in this Act in regard to the settlement of disputes and 
recovery of dues. 

119. Cessation of Membership.-The Bombay Act does not deal 
with this provision though the byelaws of societies usually provide 
for it. In Vidarbha Rule 34-A lays down that "a member, who 
is not in debt and is no surety for an unpaid debt, may withdraw 
from the society after giving one month's notice". Madras 
Rule XVIII-A(2) provides for cessation of membersh1p under certain 
contingencies such as bankruptcy and insolvency and certai:::J. types 
of offences. Bengal rule 13 provides for removal of a member if 
he ceases to be qualified under the byelaws if he is a member, or 
if he ~s expelled. More itnportant 'than these provisions is the 
lacuna as to when the cessation of a member is effective especially 
when a member resigns. Shri L. S. Sastri in " Law and Practice of 
Co-operative Societies in India'' (page 124) discussing the liability 
of past members comments that "the resignation of a member takes 
effect and the membership ceases immediately the letter of resigna
tion reaches the society, and there is no question of the .1cceptance 
of the resignation." In support of this view he has cited certain 
cases in which the Courts in Madras have held this view. We are 
afraid, in such a situation the societies wouJd be put to a hardship. 

120. In Bombay State the usual practice is to prov:de !or C(•ssa
ti.on of membership in the byelaws of societies. We think, it v.TOuld 
be better if this is provided for in the Act itself and, therefore, 
recommend the following section as section 25 : -

SECTION 25-Cessation of membership.-A person shall cease to 
be a member on resignation or transfer of the whole of his s..1.are 
or interest in the society to another member or on deat~ or on 
removal or expulsion : 

Provided that no member shall be allowed to resign from 
a society unless he is not in debt and is not surety for an unpaid 
del.Jt and no resignation may be accepted by a society unless it 
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has received at least one month's notice from the member of hii 
intention to resign. The date of resignation shall be the date on 
which the society accepts the resignation of the member. 

121. No rights of membership to be exercised tilt due payments 
are made.-section .17 of the Bombay Act provides that " no person 
shall exercise the rights of a member of a society unless or until 
he has made such payment to the society in respect of membership. 
or acquired such interest in the society as may be prescribed by the 
rules or the bye-laws of such society.'' We opine that this provision 
is wholesome and should be retained in its present form. We, there
fore, recommend that section 17 in the existing Act be renumbered 
as section 26, which will read as under :- · 

SECTION 26-No rights of membership, to be exercised tilt due pay~ 
ments are made.-No person shall exercise the rights of a·member 
of a society unless or until he has made such payment to the 
society in respect of membership, or acquired such interest in 
the society as may be prescribed by the Rules or the bye-laws of 
such society. 

122 .. Voting powers of members.-section 18 of the Bombay Act 
incorporated as early as in 1925 lays down the principle of one 
member one vote. In 1948 a clause was adopted clarifying that 
where the shares are jointly held only the person whose name 
stands first in the share certificate shall have the right to vote. 
Section 13 of the Madh'y'a J:lradesh Act, however, differentiates. 
between the voting rights of members in respect of societies whose 
liability is limited by shares and where the liability is not limited 
by shares. In the latter case the principle of one member one vote 
has been laid down; but in the case of societies limited by shares, 
"each member shall have as many votes as. may be prescribed by 
bye-laws". We are afraid, this is not in accordance with the co
operative principles. The Acts are silent as to whether an individual 
member can vote by proxy. In Bombay State there are certain 
societies whose bye-laws permit the use of proxies. In the case of 
co-operative societies the word " proxy" has been used in certain 
legislation but it really represents the exercise of voting right 
of a society through its authorised representative. We think that 
such use is not "proxy" as is understood in Law. We are of the 
opinion that no proxy should be allowed. 

123. The principle of one memoer one vote has been an accepted 
feature of co-operative theory and practice. It recognises that co
operatives are not an association of capital but of members. In 
the case of mixed type of societies, however, there is a danger of 
individual members dominating the co-operative societies by exploit
ing this principle of one member one vote. Strictly speaking from 



64 

the point of view of patronage, the quantum of strength and the 
nature of organisation, societies should have a greater weightage 
than the individuals in such organisations. The Fin:sh Law for 
instance, gives one member one vote but lays down that if :ony 
society has mixed membership, the society shall have more than 
one vote. The French Law gives voting rights in proportion to 
the number of members or to the business volume. 

124. The question also remains as to how societies should exercise 
their voting powers. To suggest that each society should eo S·J by 
its authorised representative is to state the obvious. In a scc~ety 
having, for instance, the Bombay State as the area of operabon and 
having its Head office, in, say, Bombay, it would not be fair to 
expect the representatives of each society from all over the State 
to attend the general meetings. The French Law provides that 
co-operatives with large membership may have group meetings to 
elect delegates to general meetings and these delegates are the 
authorised representatives of the societies and individual members 
electing. the delegates in the group meetings. In Germany, it is 
obligatory on co-operatives with more than 3,000 members to set 
up a delegates' meeting. Section 60 of the Bengal Co-cperative 
Societies Act, 194.0, provides for voting by delegates and Rule 25 
copies the German practice for the purpose of electing delegates. 
Section 28 (2) of the Bihar and Orissa Co-operative Societies Act, 
1935, provides that a registered society which is a member of any 
other registered society shall have as. many votes as may be pres
cribed by the byelaws of such other society and may, snbject to 
such byelaws, appoint any number of its members not exceeding 
the number of such votes to exercise its votlng power. 

125. After weighing the arguments for and against the different 
systems of voting and voting powers, we have come to the conclu
sion that the principle of one member one vote is sound and should 
be the basis for voting powers of members. Af the same time, in 
respect of certain types of societies such as Consumers' Producers', 
Processing and Marketing where patronage is the main contributory 
factor to the success of the society, additional votes not exceeding 
two should be given to members. We accept the view-point that 
a differentiation ought to be made between individual members and 
society members in a society with mixed membership and we 
recommend that a society member should have two votes and indi
vidual should have one vote. When the Government subscribes 
to the share capital, it becomes a member. We have provided for 
.its voting right. We further recommend that provision should be 
Jpade for enabling individuals and societies to vote through their 
delegates elected at a meeting called for the purpose. 
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126. In order to give effect to these suggestions we recommend 
that the existing section 18 be substituted by the following section 
which has been numbered as section 27 :-

SECTION 27-Voting powers of members.-(!) Every member of 
a society shall have one vote in the affairs of the society provided 
that- · 

(a) a nominal, associate or sympathiser member shall have 
no vote; 

(b) where a society is a member of another socieiy such 
a society shall have one additional vote ; 

(c) where the State Government is a member of a society, 
each person nominated by the State Government on the Com· 
mittee of that Society s_hall have one V?te : 

Provided further that each member may be entitled to addi- · 
tional votes subject to a maximum of THREE votes based on 
his contribution to the business of the society and exercisable 
in the manner specified in the byelaws. Provided further that 
in the case of equality of votes, the Chairman shall have a cast
ing vote. 

(2) Subject to the rules relating to voting by a delegate, every 
member of a society shall exercise his · vote in person and no 
member shall be permitted to vote by proxy. A society, com
pany, firm or any other inMitution entitled to vote a:s a member 
may, however, exercise its voting right through an authorised 
representative. 

127. Restrictions on interest of members of societies with limited 
liability and a share capitaL-Section 6 of the Bombay Act provides 
that no member shall hold more than such portion of the share 
capital as may be prescribed by the rules subject to a rriaximuni 
ot one-fifth and of Rs. 10,000. From . this proviso, co-operative 
societies, companies and firms have been exempted and the ceiling 
has been raised to Rs. 20,000 in the case of housing societies. We 
are unable to understand the propriety of restricting the interest 
of an individual member and exempting Jointstock companies and 
firms from the restriction though we recognise the force of the law 
in exempting the societies. When the Act was first enacted, the 
ceiling of one-fifth and Rs. 3,000 had been introduced and interest 
in the shares of the housing societies was fixed at Rs. 10,000. The 
limit was raised in 1952 though the overall ceiling of one-fifth was 
retained and the companies and firms were also exempted from 
the restriction. The original idea of imposing this restriction ·was 
that a society should not be hampered in the event of the withdra
wal of members holding a disproportionately large share capital. 
At no time it was, however, thought that members holding a larg::. 
number of shares would be able to influence the societies' working 
since each member has one vote. 

L·.\ Qb 2437-5 
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128. One of the reasons for raising the limit in 1952 was the 
depreciation of the value of the rupee. Since then the rupee has 
been depreciated further and Co-operation has extended its activity 
from a small sphere of providing credit for a small man with small 
means to the larger sphere of processing and banking. In the case 
of housing societies even though the limit has been raised to 
Rs. 20,000, in cities it may not be possible to construct a house with 
Rs. 20,000 contribution to the share capital. We, therefore, think 
that the proper safeguard would be to restrict the maximum in 
terms of the proportion of the total paid up capital and delete the 
numerical figures. We, however, find that the overall ceiling of one
fifth is too much and recommend that this should be reduced to 
1/10th. A Society's liability limited by guarantee should have the 
same restriction. We note that societies, companies and firms have 
been exempted under the present Act, even in respect of this 
overall ceiling. As stated earlier, we do not approve of the idea 
of companies and firms receiving a prefEIE:ntial treatment compared 
to the individual members. The case of co-operative societies stands, 
however, on a different footing. Secondly, in the context of the 
future development of which State Partnership is an integral part 
we feel that the State Government should also be· exempted from 
this restriction. We, therefore, recommend that exemption to com
panies c.ncl firms should be ·withdrawn and· the same should be 
granted to the State Government. The marginal heading for 
section 6 may not be easily understood and an appropriate change 
therein has been suggested. 

129. We recommend that the existing section 6 be renumbered 
as Section 28 and be amended as under:-

. SECTIO~ 28-Restriction on holding of share capital by a member.
Where the liability of a member of a society is limited by shares 
or guarantee no member other than a society and the State 
Government shall hold more than such portion of the share capital 
of the society subject to a maximum of one-tenth as may be 
prescribed by the rules and the byelaws. 

130. Restrictions on transfer of shares or interest.-Section 19 of 
the Bombay Act lays down that the transfer of share or interest of 
a member in the capital shall be subject to (i) maximum holding, 
(ii) the share to be transferred was held for at least a year, (iii) trans
fer can be made to t"le scciety or to a member cr to a pers0n admitted 
as a member and with the approval of the Committee. The word 
"capital" in this section has not been defined by the Act and it 
may mean "share capital" or "working capital". But since the 
qualification is maximum holding, which can only refer to the sh3.re 
capital, the word "capital" requires to be qualified by the word 
"sh.are ". The condition of maximum holding in respect of the 
transferee also requires to be qualified. The second point we note 
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i;:; that the transfer to the society itself implies that the society can 
buy its own shares. In the case of a joint-stock company, the acqui· 
sition of its own shares is prohibited execpt in the case of forfeiture: 
In the case of societies and their members, however, this restriction 
will not be conducive to their growth and the facility ·for 
returning the share capital in certain circumstances · has to· 
be provided. At the same time care has to be taken for ensuring 
that any large-scale withdrawal of share capital does not lead· to · 
the society's business being hampered. We, therefore, think that 
a proviso for this purpose is necessary. This should impose an over-· 
all ceiling on the purchase of its own shares by a society during the 
financial year, and leave the society to restrict the quantum still 
further under its bye-laws. At present the practice is to have a ceiling 
of 10 per cent. of the paid-up share capital and we recommend that 
this should be recognised_ by the Law. Since the shares are to be 
transferred to the Society against payment" of cash, the mode of 
determining the value requires to be laid down in the Section. 

131. · We, therefore, recommend that section 19 of the present 
Act be numbered as Section 29 and be amended as under:-

SECTION 29-Restrictions on transfer of shares or interes~.
( 1) The transfer or charge of the share or interest of a member 
in the share capital of a societ)' shall be subject to such conditions 
as to maximum holding by the transferee as may be prescribed 
by this Act and the Rules and the bye-laws and shall be valid 
only after the Committee htis approved such transfer. 

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

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

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

Notwithstanding anything contained in sub-sections (1) and (2) 
a society may acquire the share or interest of a member ir. h:s 
share capital by paying for it at the value determined in the 
manner prescribed, provided that the member is allowed to 
resign or is expelled or ceases to be a member on account o~ 
being disqualified under the Act, and the Rules and the bye-laws 
of the Society, and that the total refund of share capital of the 
soc:ety in any one financial year does not exceed 10 per rent. of. 
the paid-up capital of the society on the last day of the lireced:!1g 
financial year. 

J.-A Qb 2437--5a 
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132 .. Transfer of interest on death.-Section 27 o~ the Bombay Act. 
pro\•ides that on the death of a member, the society may transfer 
within one year the share or interest of the deceased member to· 
a person or persons nominated if admitted as a member or, in the 
absence of a nomination, to such person ·as may appear to the 
Comm~ttee, to be the heir of the deceased, if elected as a member. 
Alternately it provides fer payment to any of them of a sum 
representing the value of the share as ascertained in accordance 
with the Rules. Section 27 is also subject to the operation of 
Section 17-A, which lays down that a minor or a person of unsound 
mind can inherit or otherwise acquire the rights of a· member, but 
h:s liability as a member shall be limited to his interest in the 5l,are 
of the society and unpaid dividends and loans stock bonds and 
intere.st earned thereof, which is unpaid. The person under such 
disability can, on his disability ceasing, declare his willingness to 
become a member and may, and, in the case of a housing society 
shall, be admitted as a member and be entitled to all the rights 
and liabilities of a member. The object of introducing Section 17-A 
is to enable a minor etc. as the heir of the deceased member to inherit 
the property, and to quote the then Minister of Co-operation, "some 
rights" in the society as a member of the society without confering 
voting powers on him. 

· 133. Sect:on 27 refers to "share or interest". The word "interest" 
should 'inClude the share in the share capital as well as other 
interests such as deposits. Bombay Section is wider than the similar 
provision in other Acts where the words" interest in the capital" have 
been used and we opine that the words should be retained after 
add:ng "other" before "interest", so as to differentiate between the 
"interest in the share capital" and "other interests". The facility 
Uild£:r· this section for transfer of deposits is desirable since otherwise 
the heirs of the members will be put to unnecessary hardships for 
obtaining succession certificates, etc. As regards minors and persons 
of unsound mind we appreciate the intention of the Legislature to 
confer on them certain rights of membership by virtue of inheritance. 
Especially in the case of housing societies, this facility is desirable 
in view of the shortage cif the housing accommodation. But ·;;,e are 
of the v~ew that it would not be proper to consider them as members 
and withhold from them the right of membership in regard to voting 
and confering on them the privilege of acceptfug no liability arising 
from membership. Since the object is only to confer certai11 benefits 
to wh:ch a nominal member should also be entitled, we recommend 
that minors and persons of unsound mind should be enrolled as 
nominal members and they should be entitled to receive as 'lominees 
the benefits arising from the share and property inherited by them. 
In ·order to ensure that these persons can become member:; on 
:removal of disqualifications, the Law should also provide tha~ it 
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should be automatic, provided they have the qualiflcations laid down 
in the byelaw~. We may add that minors and persons of unsound 
mind will act through their guardians in respect of receivmg the 
benefits. Section 27 provides that the society must transfer the share 
within a period of one year "from the date of such member". It is 
not clear what this date is. We presume it is the date of death. 
But in that event the society may not necessar.ily be aware of ihe 
date of death. We, therefore, recommend that it should be the date 
of intimation of death. The period of one year is also short 
and we feel that two years will be more reasonable. 

134. With these objects in \'iew we recommend that Section 27 
and Section 17-A be deleted and the following section be inserted 
as Section 30 : -

SECTION 30-Transfer of interest on death of member.-(1) On the 
intimation of the death of a member of a society, such society may 
within a period of two years from the· date of the intimation of 
death of such member, transfer the share or other interest of the 
deceased member to a person or persons nominated in accordance 
with the bye-laws of the society 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, provided 
the person or persons to whom share or other interest of the 
deceased member is to be transferred, has been duly admitted as 
a member in accordance wlth the Act, the Rules and the bye-laws
of the society, or may pay to such nom:nee, heir or legal representa
tive, as the case may be, a sum representing the value of sach 
member's share or other interest as ascertained in ~cordance with 
the Rules and the byelaws : 

Provided that such nominee, heir or legal representative, as the 
case may be, may require that payment shall be made by the
society within two years from the date of intimat:on of death of 
the member of the value of the share or interest of such member 
ascertained as aforesaid. 

(2) All transfers and payments made by a society in accordance 
with sub-section (1) shall be valid and effectual against any cit~mand 
made upon the society by any other person. 

(3) Notwithstanding anything contained in sub-sections {1) and 
(2) and Section 24, a minor or a person of unsound mind shall be 
entitled as a beneficiary to inherit or otherwise acquire the share 
or other interest of the deceased member. but his liability in conse
quence of such acquisition shall be limited to his interest in the 
shares, the loan-stock bonds and the property of the society 
which he may have inherited or acquired and the dividends and 
the interest earned thereon. The person so inheriting or acquiring 



interest shall be admitted as a nominal member and his guardian 
·shall have the right to receive the benefits from the society on his 
behalf to the extent of the share or interest inherited and incur 
iiability on behalf of such person for the benefit of such person 
until the disability ceases. On his disability ceasing, such nominal 
member shall furnish to the society a declaration of his willingness 
b become a member, and on receipt of such declaration, and 
provided such person is qualified to be a member of the society 
under its byelaws, such society shall admit him as a member and 
the person so admitted shall become entitled to all the rights and 
privileges of a member and become subject to liabilities like any 
other member of the society. 

135. Shares or interest not liable to attachment.-Section 26 of the 
Bombay Act provides that subject to the charge of the soc~ety, the 
share or interest of a member in the capital of a society or in a loan 
stock bond issued by a housing society or the share or interest of 
a member or an employee in any Provident Fund, shall not be liable 
to attachment. The Madhya Pradesh Act, Section "21, restricts the 
provision to the share or interest in the capital only. The Section in 
the Bombay Act is more comprehensive in view of the fact that 
Section 25 lays down that the society shall have the first charge on 
the share or interest in the capital and deposits, etc. We propose to 
deal with Section 25 in the following chapter. We, however, find 
that in Sect:on 26 the interesf, other than that in tne capital, has 
been confined for the purpose Of Section 26, to a loan-stock issued 
by a housing society and Provident Fund established under Section 41. 
Section 41 was made for governing the Provident Fund of members 
at a time when the societies used the system of Thrift Fund Deposits 
for mobilising the savings of their members. In fact the word 
"Provident Fund" was then used in the context of benefits to 
members. We, therefore, think that the savings deposits of members 
should not also be liable to attachment and suggest that this should 
b~ clarified by substituting the word " savings deposit" in respect of. 
members and " Provident Fund '' in respect of employees. We may 
add that we propose to recommend the restriction of section 41 to 
Provident Fund for employees only. . 

136. With this aim in view we recommend that Section 26 of the 
Act of 1925 be renumbered as Section 31 of the new Act and should 
read as under :-

SEcTruN 31-Share or interest not liable to attachment.---The 
share or interest of a member in the capital of a society or in a 
loan-stock issued by a housing society or in the funds raised by 
a society from its members, by way of savings deposit shall not 
be liable to attachment or sale under any decree or order of a 
Court of justice in respect of any debt or liability incurred by 
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such member and neither the Official Assignee under the Presi
dency-towns Insolvency Act, 1909 (nor a Receiver under the 
P:ovincial Insolvency Act, 1920, shall be entitled to o:r have any 
claim on such share or interest). · 

137. Rights of members to see books.-The rights of members to 
see books, etc., have not been prescribed by the Act. Section 21 
however requires every society to keep for inspection a copy of 
tbe Act, Rules and the byelaws and a register of .members. Rule 
16 prescribes the fee for certified copies of documents. Both these 
provisions do not make a differentiation between the rights of the 
m2mbers and those of the public and both are treated on par. The 
Companies Act confers on the members the right of inspecting the 
register of members, the minutes of the general meeting and certain 
othe.c documents, but does not entitle therri to inspect the books of 
accounts unless the Artjcles of Association of a particular company 
provide to the contrary. Furthermore the inspection of books does 
not mean taking a copy of it. In the case of a co-operative society 
which is organised on a more homog·eneous basis and whose 
members are entitled to take a far greate;- interest in the affairs of 
their society than the share-holders of a joint-stock company do, 
the facilities may be more \comprehensive. During the past few 
years, this question has been the subject of · numerous disputes 
between members and their societies and \Ve consider it essential to lay 
down in the Act itself the 'r"lghts of members in respect ol inspec
tion of books, etc. 

138. Section 21 requires every society to keep open for inspec·. 
tion to all (a) a copy of the Act, Rules and bye-laws, and (b) a 
register of members. We are also of the view that the member 
should have access to the list of members of the Committee and the 
statements of annual accounts for the preceding year. In respect 
of decisions to which. a member is a pa.cty, it is but fair that he 
should know how the decisions are recorded by the society. It is 
not the practice of all societies to have minutes of such meetings 
confirmed at the subsequent general meetings. We, therefore, 
think it appropriate to provide that the minutes of the .general 
meetings should be open to inspection for members. The position 
in respect of the minutes of the meetings of the Committee stands, 
however, on a different footing and these have necessarily to be 
treated as confidential. We do not, therefore, recommend that 
these should be available for inspection to members. One other contro
versial question is how far a member should be entitled to inspect the 
account books. It would be unfair to keep open the account books 
in which transactions of all members are entered, to the members. 
At the same time a member should be entitled to know how his 
transactions with the Society are entered in the books. The British 
Law, therefore, restricts the rights of members to inspect the books 
in respect of their own accounts only and we recommend that 
similar facility should be available to the members· under this Act. 
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139. We, therefore, recommend that a new Section to be num
bered as Section 32 be added as under : -

SECTION 32-Rights of Members to see books, c>tci.-Every 
member of a society shall be entitled to inspect free of cost at the 
society's office during the office hours or any time fixed for the 
purpose by the society, a copy of the Act, the Rules and the bye-laws 
the last audited annual balance sheet and the profit and loss account 
a list of the members of the Committee, a register of the members: 
the minutes of the general meetings and that portion of the books 
in which his transactions with the society have been recorded. 

140. Bon·owirg by Members.-There is no section in the Bombay 
Act or any Acts in force in the component parts of the Bombay 
State, relating to restrictions on borrc.wings of members. Rule 45 
under the Bombay Act, however, lays down the restrictions in 
regard to borrowing from more than one credit society. Sections 
62 and 63 in the Bengal Act, however, provide that a member wish
ing to borrow must give full information re3,arding his financial 
position and undertake that the loan is to be used for the purpose 
for which it is given. As regards supply of information, we are of 
the opinion that the society, which lends, usually lp.ys down the 
procedure for eliciting the material data for assessing the credit
worthiness of the borrower and we do not think that any provision 
should be made in the Act or in the Rules. It is. however, import
ant that if co-operative credit were to be developed successfully, 
care must be take.n to ensure that the loan is used for the purpose 
for which it is raised. Indeed, the success or failure of the agricul
tural co-operative credit depends on the· ability of the movement to 
ensure proper use of credit. We, therefore, opine that the provi
sion for this purpose is necessary . 

.. 
141. Another practice, which has been prevalent is to borrow 

from more than one society. This is a particularly so in the urban 
sector. Prior to 1952, Rule 45 had prohibited a member of a credit 
society other than a land mortgage bank or the central financing 
agency or a sale society to be a member of any other society cf a 
similar type without the sanction of the Registrar. This rule was, 
however, found irksome inasmuch as it prevented even non-borrow
ing· persons from becoming members d more than one credit society 
and providing strength to the movement. This rule was, therefore, 
amended so as to confine restrictions to borrowings from more than 
one credit society. We think that this provision should also be in
corporated in the Act itself.· The Bombay Rule provides for the 
removal of a member violating the Rule from any or all such socie
ties at the instance of the Registrar. Since initiation rests with 
the Registrar, it is a sufficient safeguard agai11st danger of duplicate 
finance and the societies affected will have the opportunity to bring 
such cases before the Registrar. In the case of loans, which are not 
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used for the purpose for which they are given, similar penalty is 
necessary for reasons stated earlier. Since the RegL;trar can be 
r~lied upon to use his discretion and penalise extreme cases, it 
would be safe to vest the power in him in respect of such offences. 
Th~s migh~ also prevent a society fromtaking any other disciplinary 
actwn agamst any member or denying him any credit facility under 
this pretext. The question such as borrowing capacity may suitably 
be dealt by the Rules and bye-laws. 

142. We beg tQ recommend that a new Section to be numbered as 
Section 33 be added as under :-

SECTION 33-Borrowing by members.-( 1) Every person, who is a 
member of more than one credit sodety other than a land mort
gage bank or a central financing agency, shall make a declara
tion in the prescribed form that he will borrow only from one 
such society to be mentioned in the declaration and shall send 
a copy of such declaration duly attested 'to the societies of whjch 
he "is or has become a member. 

(2) A member borrowing from a society shall utilise the loan 
for the purpose for which it is made and shall refund, if not so 
utilised, the loan immediately on its recall by the society. 

(3) Any member, who does not comply wjth the provisions in 
sub-sections (1) or (2), shall be liable to be removed from the 
membership of any or all societies upon receiving a written requi-
sition from the Registrar h~ that effect. . 

143. The liability of past member and the estates of deceased 
members.-'I'he liability of a past member has been defined by 
Section 28 of the Bombay Act, while that of the estates of deceasea 
members has been dealt with in Section 29. Section 48(A) deals 
with the liability of past members and estates of deceased members 
in the event of liquidation. We think it would be better to merge 
the three sections into one. This is because there is no distinction 
between the liability of past members and that of the estates ·of 
deceased members and their liability for the debts during the con
tinuance of the society or thereafter except for the fact that it con
tinues in the event of liquidation till all the liabilities of the socie.ty 
are met. Strictly speaking, the liability cannot continue until all 
the liabilities of a society are met, because it may be that a society~ 
will not be in a position to meet all liabilities. The . correct word
ing should be until the liquidation proceedings are terminated. 

144. A point has been raised as to whether a differentiation between 
the individual members of a society and the societies 2.nd the State 
Governments as members is necessary in .view of the conception of 
State Partnership. The objective of State Partnership is to provide the· 
requisite strength to the society and it is on the basis of such strength· ., 
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that the society incurs debts and its creditors extend the credit. lt 
would, therefore, be unfair in our opinion to the creditors and ·to 
other members of a society if discrimination is made between one 
class. of members and the other simply because that class happens to 
be one which is not likely to enjoy directly the benefits from the 
society. We, therefore, opine that there should be no discrimination 
between different classes of members and recommend that Sections 
28, 29 and 48A be deleted and a new Section. to be m;mbered 34 be 
inserted, as under-

SECTION 34-Liability of a past member or the estates of a 
deceased member.-Liability of a past member or the estate of a 
deceased member of a society for the debts of the society, as they 
existed when he ceased to be a member by death or otherwise. 
shall continue for a period of 2 years from such date and shall 
continue, in the event of liquidation of the society, until the liquida
tion proceedings are terminated. 

145. Insolvency of member.-Section 24 of· the Act gives a prior 
claim to a society in respect of its dues from members subject to the 
claims of Government as land revenue. A suggestion has been made 
to us that this priority should operate on a wider scale, especially in 
insolvency proceedings. The suggestion assumes importance in the 
context of the delays in the process of recovery of dues. We find 
that section 92 in the Bengal Co-operative Societies Act provides for 
a priority of contribution assessed by a liquidator of a society. 
Equity, however, demands that if a society in liquidation is eligible 
for a priority, similar benefits should accrue to societies successfully 
functioning. We, therefore, recommend that a new Section to be 
numbered as Section 35 be added, as under : -

SECTION 35-Insolvency of members.-Notwithstanding anything 
contained in the Presidency Towns Insolvency Act of 1909 and the 
Provincial Insolvency Act, 1920, the dues of a society from a 
member shall rank next to his dues to Government or to any legal 
authority in order of priority in insolvency proceedings against the 
person. 

146. Expulsion of members.-The provision for expulsion of a 
member is usually made in the bye-laws. We think, that it would be 
better to cover this in the Act itself, since it deals with the creation 
of membership. The usual provision in the bye-laws is for expelling 
a member by passing a resolution with three-fourths majority. Cer
tain societies provide an opportunity to the members affected to 
explain their conduct to the general meeting, which considers the 
resolution for expulsion. While we appreciate the democratic method 
such expulsion are not quite wholesome to the society and instances 
are not uncommon where a majority is swept off by sentiment and 
of expulsion under this procedure, we find that the after-effects of 



can be manoeuvred. Furthermore, when it ls the accepted policy. of 
the State to provide co-operative credit to every creditworthy agricul
turist and to discourage the credit system built up on individualistic 
basis, adequate safeguards against the misuse of power of expulsion 
are necessary. In their absence, it is very likely that innocent per
sons might be penalised because Of the local feuds and political differ
ences. The consequences of expulsion have been examined in para
graph 112 and we propose to provide for them here. 

147. We, therefore, recommend that a new Section be added as 
Section No. 36 on the following lines :-

SECTION 36-Expulsion of membe1·s.-:( 1) A society may expel a 
member, for acting in a manner which results in financial loss to 
such a society, by a resolution passed by three-fourths majority at 
a general meeting of the members held for the purpose : 

Provided that no reso!ution shall be valid unless the member 
concer~ed is given an opportunity to represent his case to the 
general body and no resolution shall be effective unless it is approv
ed by the Registrar. 

(2) No member of a society who has been expelled under sub
section (1) shall be eligible for re-admission as a member of that 
society or for admission as a member of any other society, for a 
period of two yea:r:s from th~ date of such expulsion: 

Provided that the Registrar may, in special circumstances, sanc
tion the re-admission or admission within the said period of any 
such member as a member of the said society or of any other 
society, as the case may be. 
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CHAPTER VII. 

DUTIES, PRIVILEGES, PROPERTY AND FUNDS OF 
SOCIETIES. 

148. In the preceding two Chapters we have examined questions 
relating to registration of societies and members. This Chapter deals 
with duties, privileges, property and funds of societies. In the 
following Chapter we propose to deal with management of societies 
separately. Consequently the provisions relating to management 
have been excluded from the scope of this Chapter. The subjects 
covered in this Chapter relate to (1) societies to be bodies corporate, 
(2) address of societies, (3) register of mr.!mbers, ( 4) copies of Act, etc., 
open for public inspection, (5) admissibility of copy of entry as evi-. 
dence, (6) exemption from compulsory registration of instruments. 
(7) exemption from taxation, (8) State aid, (9) restrictions on borrow .. 
ings; (10) restrictions on loans, (11) restrictions on transactions with 
non-members, (12) charge and set-off in respect of shares or interest 
of members, (13) prior claim .of society, (14) charge on immoveable 
property of members borrowing loans from certain societies, ( 15) de
duction from salary to meet society's claim in certain cases, 
(16) funds notto be divided, (17) appropriation of profits, (18) reserve 
fund, (19) restrictions on dividend, (20) contribution to educational 
fund of the Bombay State Co-operative Union, (21) contribution 
to charitable purpose, (22) investment of funds, (23) Provident Fund, 
(24) power to direct affiliation to a federal society, and (25) bar to 

· civil suit. 

149. Most of these subjects have been presently dealt by the Act 
in Chapters lV, V and VI. . Some of the sections already in operation 
have been made more explicit. We have also attempted to introduce 
certain new sections in order to make the legal provisions more ex
plicit. For instance, we have sought to define the "net profit" and 
prescribed the order of appropriation. With the growth of federal 
societies it should be possible to realise the objective visualised in 
1948 when the amendments to the Act conferred certain rights on 
federal societies. As a further step in · this direction, we have 
favoured a provision empowering the Registrar to direct affiliation 
of a society to a federal society in certain circumstances. Similarly, 
the provision regarding bar to civil suit has been made more 
comprehensive. · 

150. Societies to be bodies corporate.-Section 23 of the Bombay 
Act includes the words "for the purposes of its constitution". We 
think that it would be better to replace these words by " for which it 
is· constituted". We, therefore, recommend that Section 23 be re
numbered as Section 37 and be amended as under :-

SECTION 37-Societies to be bodies corporate.-The registration of 
a society shall render it a body corporate by the name under which 
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it is registered, with perpetual succession and a common seal, and 
with powers to hold property, to enter into contracts, to institute 
and defend suits and other legal proceedings, and to do all things 
necessary for the purpose for which it is constituted. 

151. Address of societies.-section 20 of the -Act deals with the 
address of societies and we recommend no change in the text of this 
section. In view of the rearrangement of the Sections, we recom
mend that this section should be numbered as Section 38 and read as 
under:-

SECTION 38-Address of societies.-Every society shall · have an 
address registered in accordance with the Rules, to which all notices 
and communications may be sent, and shall send notice in writing 
to the Registrar of any change in the said. address within 30 days 
of such change. 

152. Registe1· of members.-Section 30 of the Bombay Act lays 
C:own that the register or list of members or shares kept by a society 
shall be prima facie evidence of the date at which +be name of 
a person was Entered as a member and the date at which such 
a perwn ceased to be a member. The section is apparently provided 
for ensuring that the register is a prima facie evidence regarding 
whether a oerson is a member or not. What is importam is that 
every society must maintain 'ii register of members. This should be~ 
a statutory obligation which the Act does not impose, except under 
Section 21 which lays down that every society sha~l keep open to. 
inspection a register of its members among other thing:;. Rule 14 
further makt-s it oblig:1tory for e-.Jery society to maintain a register of 
members including persons nominated under Section 27. This section 
also makes no differentiation between "register" and "list". 

153. We are of the view that the maintenance of the register of 
members, should not only be a statutory obligation · qut the law 
should prescribe how it should be kept. In the case of joint-stock 
companies, the Companies Act prescribes not only r1n elaborate 
procedure but c.lso requires that there should be an index o~ members 
if they exceed 50. We consider this unnecessary but we think that 
the. register of members should give particulars regat:ding (a) the 
name, address and occupation of each member, (b) in·the case of 
a society having a share capital, the shares held by each member, 
(c) the date on which each person was admitted as a member, and 
(d) the date 0n which any person ceases to be a member. In the 
case of societief whose bye-laws permit the members to nominate, 
it would also b~ desirable to provide that the register of members 
should contai~ the name of the nominee, if any. and the date oa '\Vhich 
}1i~ nomination was accepted by the society. 
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154. We, therefore, recommend that Section 30 be renumbered as 
Section 39 and be amended as under :-

SECTION 39-Register of members.-(1) Every society ~hall keep 
a register of its members and enter therein the following 
particulars : -

(a) the r.:.ame, address and occupation of each member, 

(b) in tht. case of a society having a share capital, the share 
held by each member, 

(c) the date on which each person was admitted as a r:1.ember, 
and 

(d) the date on which any person ceased to be a member: 

Provided that, where a society has under the Act, the Rules and 
the bye-law& permitted a member to transfer his share or interest 
on death to a person, the register shall also show che name of the 
person entitled to the share or interest of the member, against the 
member concerned and the date on which the nomination was 

·recorded. 

(2) Such register shall be prima facie evidence of the date on 
\vhich any person was admitted as a member and of the date on 
which any person ceased to be a member. 

~55. Copy of Act, etc., to be open for inspection.-Section 21 of 
the Act, requires every society to keep open for inspection a copy of 
the Act, Rules and bye-laws and register of its members. We are of 
the view that no person who is not a .member of the society ~hould 
be eligible to inspect the register of its members, which is different 
from a list of members. The former is a privilege of membe:-s only 
to which we have referred in paragraphs 137-138. This section 
should, therefore, deal with inspection by the Public. Rule 16 
providt:>'> for inspection of certain documents in the Registrar's 
office, by the public and the members, free of charge and for obtain
ing their certi:f..ed copies on payment. of a nominal fee. One cf the 
items therein is audit memorandum of a society. We are of the 
view that the audit memorandum of a society should never be made 
available to the public. This memorandum covers details regarding 
transactions of so:::ieties and if they were to be disclosed in detail to 
the publi:::, we are afraid that it would be difficult for be societies to 
function tffectively. Even the B:mking Companies Act ~nd the 
Companies Act do not provide for making available to the public the 
audit memos excepting the Auditor's report wh!ch tovers cert:::in 

· general aspects of th~ working of the institutio:1s. Madras Section 19 
provides that "' socie~y shall keep open the rules and t~e bye-laws to 
inspection, free of charge but the M~dras Committee has recently 
recommended that the r2gister of the members should also b~ avail
~bl~ for inspection. W~ do not find an)'- p:ovision in the Rules frameq 
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under the 1\{adras Co-operative Societies Act, regarding the audit 
m2mor~mdum and other documents being made availabl·~ to the 
public. 

156. We, therefore, recommend that Section 21 be amended as 
under and renumbered as section 40 :-

SzcnoN 40-Copy of Act, etc., to be open to inspection.-Every 
s0c:ety shall keep a copy of this Act and the Rules aad of its bye
laws and a list of members open to inspection to the public free of 
charge during the offi::e hours or any hours fixed by the society at 
the n·gistered address of the society. 

157. Admissi.bility of copy of entry as evidence.-Section 31 of the 
Bombay Act comprehensively deals with the subject matter under 
ref2n.mce and we do not recommend any ch~m~e therein except the 
rc:J.llmher;ng of the section. We, therefore, recc-·mmend that 
Section 31 be renumbered as section 41. The section reads as 
under:-

SECTION 41-Ad •:'issibility of copy of entry as evidence.
(1) A copy of any eatry in any book, register or list regularly kept 
in the coursi:' of busin:s.o in tnc possession of a society shall, if duly 
certified in such manner as may b~ prescribed oy the Rules, be 
adm;s::;ible i!l evidence of the existence of the entry .~nd shall be 
admitted as evidence of the matters and transactions therein 
recorded in tvery case where, ,and to the same extent to which, the 
original entry would, if prodticed, have been· admissible to prove 
such matters. 

( :.') In the case of such ~cieties as the State Guverr:ment by 
gcne:·al 01 spec:al order may direct no officer of a society shall in 
an~- leg:-~1 proceedings to which the society is not a party be 
cornpelled to produce any of the society's books, the contents of 
whi~:1 ca:1 be proved under sub-section (1), or to appear as a witness 
to p·ove 1112 ma ttE'fs, transactions and accounts th~rein recorded, 
unless by o~d.;r of the Court or a Judge made for special cause. 

158. EJ:er:•.ption from compulsory registration of instruments.
Section 32 of the Bombay Act exempts societies from registration of 
an instrument relating to shares and debentures issue:l by :1 society. 
and endorsement or transfer of any s~ch debenture. Other classes 
of instr umcn'.::> mch as mortgage and sale deeds are required to be 
registered by societies. Representatio:1s have been made that the 
scope of this section should be exten :l:.:;d to other cla~~~es of instru
ments whi<:h a ·society has at present to register und~:c the Indian 
Registration Act. 1903. in the absence cf exe1r.ption. This is a poin1 
fallin'~" outs'dc our terms of reference and is a matte!' for being 
1-cp•·c~,enterl to the Government for its ccn~ideration. We, therefore, 
ctJ no~ n:ccmme~'ld the extension of the scope of -2xrnption by thi~ 
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Act since we are not aware of any Government decision on the 
societies' ~·equest. We, therefore, recommend no chaage in the text 
of the existing section and only recommend that Section 32 be 
renumbered as Section 42. The section reads as under : -

SECTION 42-Exemption fro.m compulsory registration of instru· 
ments relating to shares and debentures of society.-Nothing in 
Section 17, sub-section (1), clauses (b). and (c) of the Indian Registra
: tion Act, 1908, shall apply to-

(1) any instrument relating to shares in a society, notwith
standing that the assets of the society consist in whole or in part 
of immoveable property ; or 

(2) ·any debenture issued by any society and not creating, 
declaring, assigning, limiting or extinguishing any rights, title or 
interest to or in immoveable property except in so far as it 
entitles the holder to the security afforded by a registered instru
ment whereby the society has mortgaged, conveyed or otherwise 
transferred the whole or part of its immoveable property cr any 
interest therein to trustees upon trust for the benefit of the 
holders of such debentures; or 

(3) any endorsement upon or transfer of any debenture issued 
by any society. · 

159. Exerr..ption from taxation.-Section 33 of th~ Bombay Act 
dealing with this subject has a provisic!'l enabling the Central 
Government and the State Government to exempt societies from 
certain taxation. Sub-section (1) of the section has been derived from 

. the Government of India Act of 1912 and doubts have been expressed 
by certain witnesses regarding the competence of a State Act to 
incorporate this provision. We suggest that this •.riew point should be 
examined by the Government further. The second point \Vhich has 
been represented to us is that the existing provision is restrictive 
inasmuch as the State Government is prevented from exempting the 
societies from other types of taxation, especially on agricultural 
income, sales and purchases and on professions, trades and employ
ments. V.'e do not want to anticipate the Government's policy i!! 
regard t•) further exemptions nor do we recommend t=xemption from 
any specific taxation since these are matters outside our terms of 
reference. but we feel that the section should not be restrictive and 
a general clause enabling the Government to give furthH concessions 
in regard to the taxation should be inserted. Liquidato:t's contribu
tory orders are not stamped at present on the ground that they are 
executive ordNs in terms of section 33(2)(a). In order to clarify this 
position we have treated the liquidators as officers while defining in 
section 2 the word "Officer." 

16.0. We, therefore, recommend that in sub-section (2)(b) the 
following be C'dded "and any other tax or fee or duty or a portion 
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thereof, which the State Government is competent to levy", and that 
the section be renumbered as Section 43. This section will read as 
tnder:-

S~:CTION 43-Power to exempt from taxation.-(1) The Central 
Government, by notification in the Official Gazette, may, in the 
case of any society or class of societies, remit the income-tax or 
super-tax payable in respect of the profits of the society, or of the 
dividends or other payments received by the m~mbers of the society 
on account of profits or in respect of interest on securities held by 
the Society. 

(2) The Government by notification in the Official Gazette may, 
in the case of any society or class of societies, remit : 

(a) the stamp duty, with which under any law for the time 
being in force, instruments executed by ·C?r on behaif of a society 
or by an officer or member and relating to the bu~iness of the 
society, or any class of such instruments or awards of the Regis
trar or his nominee or Board of nominees under this Act are 
respectively chargeable, and 

(b) any fee payable under the law of registration and of court 
fees for the time being in force and any other tax or fee or duty, 
or a portion thereof, which the State Government is competent 
to levy. 

In this sub-section, "Gqvernment" in relation to stamp-duty 
means the Government as' defined in sub-section (2) of section 9 
of the Indian Stamp Act, 1899, in relation to court fees means the 
Government which is the appropriate Government for the pur
poses of the Court Fees Act, 1870, and save as aforesaid means· 
the State Government. · 

. . 
161. State aid.-Section 33-A of the Bombay Act enables the State -

Government to give loans to societies, contribute towards their share. 
capital, guarantee the payment of debentures and interest thereon 
and of the share capital of a society to their members and the pay
ment of dividends thereon, and guarantee the repayment of loans 
given by a co-operative bank to a society. Under this section it is -
not open to the State Government, for instance, to meet any portion · 
of the expenses or losses of a society even though it is a major form 
of State aid prevelent in thfs State for decades. We, therefore, think 
that a general clause requires to be added to provide ·for aid in any 
other form. Secondly, this aid is conditioned by the provisions in 
"anv law for the time being in force". We are afraid that this may 
preclude certain types of societies, such as industrial societies, from 
receiving State aid where it is governed by a separate piece of legis
lation. Thirdly, the guarantee in order to repayment is confined to 
"repayment of debentures and share capital -of a society and loans 
gtven by a co-operative bank." In Bombay. State, thanks to the 
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credit built up by the Co-operative Movement, the Res~rve. Bank· has 
not been insisting on the guarantee of the State Government in, res-_ 
pect of financial accommodation for the purpose of short-term· agn- · 
cultural credit. In the case of medium term loans this · guarantee 
has been given to the Reserve Bank. Similarly, the State Goverh
ment has guaranteed the loans made by tp.e Ind-ustrial Finance_ Cor
poration to the sugar co-operatives. This particular aspect of the 
guarantee is not presently covered. 

162. Following the recommendations of the Rural Credit Survey 
Committee the scope of State aid has been considerably .widened 
and State Partnership in societies has now been accepted as a sound 
co-operative practice, which was initiated for the fi'fst time in the 
B'ombay State a few years ago and for which purpose this' s€ction 
was amended in 1953. This section provides for State aid in forms 
referred to earlier subject to such conditions as the State Govern
ment may by general or spe~ial order specify l.n this· behalf.- ·we 
do not, therefore, recommend that it is necessary to elaborate in 
this section the conditions on which the State Partnership is to be 
imparted to societies. The details in that behalf can suitably· form 
the subject matter oi the Government Resolution. The procedure 
regarding the provision for State Partnership is at present, we under
stand, in the stage of discussion and will in any case, be very ela
b~rate, and we do not think it would be proper for us to an~icipate 
the decisions. 

· 163. We do not, therefore, recommend any change in the existing 
Section 33-A beyond incorporating clause (e) to provide for guarantee
ing the repayment of loans gi11en to a society by the Reserve .Bank 
or any other authority and clause (f) to provide for aid in any other 
form after deleting the words "and to such other conditions as may 
be provided for by any law for the time being in force ".occurring
between the words " behalf " and " the " in this section. We may add 
in thls context that Section 31 oi the Madras Co-operative Societies 
Act on the subject stars with "Notwithstanding anything contained 
hi any other enactment". We recommend that Section 33-A. be 
renumbered as section 44 and be read as under :-

SECTION 4.4-State aid.-Subject to such conditions as the State 
Government may, by general or special order specify in this be
half, the State Government may-

(a) give loans to societies, 
(b) contribute towards the share capital of a society, 
(c) guarantee the payment of principal of debentures issued 

by a society or of interest thereon or both or the repayment of· 
the share capital of a society to its members or the payment of 
.dividend thereon at such rates as may be .specified by the State · 
Government, 



'd) guarantee the :repayment·of lo~ giv~ by a CCKlper!ltive 
bank to a society, 

(e) guarantee repayment of principal and payment of interest 
on loans and. advances given by the Reserve Bank of India or 
the Industrial Finance Corporation of India or any other authority 
constituted under any law for the time being in force, 

. (f) provide financial assistance in any other form to. a society. 

164. Restrictions on borrowings.-section 35 of the Bombay Act 
·deals with this subject in so far as the acceptance by a society of 
deposits and loans from non-members is concerned. In this context 
we suggest a verbal addition of the word "specified" between the 
\vords "or" and "by", in order to indicate that the bye-laws are 
speci~ed while the rules are prescribed. ··we find nowhere in the 
Act any provision regarding borrowing from members. . Rules 8 and 
8-A elaborately lay down the restrictions on. borrowing .by societies. 
We do not find any referenct; in the Act to. the authority of the State 
Government k frame any rule on the: subject. Section 71(2)(x) 
empowers the Government to " regulate the manner in which funds 
may be raised " etc. The word " manner " denotes the mode for 
raising the funds and does not indicate the quantum. We, however, 
apprecia~e the wholesome effect of this particular rule on the finances 
of societies, and, therefore, recommend that in the section_ under 
review a provision be made in order to enable the State Government 
to frame the relevant rule. 1 .• The Banking Companies Act, vests 
similar powers in the Reser-Ve Bank. We also recommend that the 
words "persons who are not members" be deleted and the words 
·"members and other persons" be substituted and that the section be 
renumbered as section 45. The amended section will read as under:-

SECTioN 45-Restrictions on borrowings.-A society shall receive 
deposits and loans from members and other persons only. io such 
extent and under such conditions as may be prescribed by the 
rules or specified by the bye-laws of the society . 

. 165. Restrictions on Ioans.-section 34 of the Bombay Act prohi
bits a society from making a loan to a non-member without the per
mission of the Registrar and authorises the State Government to 
restrict or prohibit the lending of money on the security of moveable 
or immoveable property by any society. Rule 9 prescribes that the 
shares are not to be hypothecated to a society for a loan, while Rule 
11 bans loans on the surety of non-members. Rule 13 clarifies that 
for the purposes of the Act a loan also means and includes deposit 
made by one society with another society. This procedure being ex
plained by the Rules is not quite happy. 
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1'56. In regard to sub-section (1) we are of_ the view that a society 
should not make a loan to a non-member even. with the general o:r 
~pecial sanction of the Registrar for the reason that any dispute over 
:mch a loan will be subject to civil litigation which this Act is 
anxious to avoid. The case of a society borrowing from another· 
society even though it is not a- member, however, stands on a different:. 
footing inasmuch as in the chapter on Arbitration we propose to 
provide for bringing the disputes between two societies within the· 
scope of that chapter. At the same time, it should not be open to> 
one society to loan monies to another society especially when the· 
State has developed a sufficiently strong net-work of financing agen
cies and, therefore, we opine that even in this respect special sanc
tion, and not the general sanction of the Registrar is necessary .. 

167. Sub-section (2) was deleted in 1948 and sub-section (3) em:. 
powers the State Government to restrict the lending of money on 
the security of movable and immovable property. The original 
object was to impose these restrictions in respect of unlimited liabi
lity societies. The only possible object in inserting this section~ 
could have been to safeguard the interest of societies. To our 
knowledge, the State Government has issued no general or special 
order prohibiting or restricting the lending of money by a society 
against such type of security. We, however, recognise 
that· proper safeguards are necessary. Thus, for instance, Rules 9 
and 11 prohibiting the hypothecation of shares as a security for 
loans or the granting of loans against the suretyship of a non-member 
are wholesome. But the Rule 11 also empowers the Registrar to 
make an exception in the latter case. As stated earlier we do not 
like this power to be vested in the Registrar or in any other authority. 
Subject to this, we recommend that both these Rules should be in., 
corporated in the section itself. 

168. We may point out that the Banking Companies Act, 1949: 
prohibits a Banking Company from making loans on the security of 
'its own shares and empowers the Reserve Bank to control advances 
by banking companies. In order to effectively serve the purpose of 
regulating the lending operations of societies on sound lines, we 
suggest that similar powers be vested in the Registrar. In that event 
it would be redundant to retain the existing sub-section (3) in 
section 34. While the policy of prohibiting loans to a non-member 
is intrinsically sound and desirable, an exception requires to be made 
in respect of depositors. We have already recommended in para
graph 166 that in the case of societies this exception should be 
subject to the special sanction of the Registrar. The case of the 
depositor who may be a non-member stands on a different footing 
inasmuch as his funds are with the society and to that extent he is 
a creditor of the society. At the same time by borrowing from the 
:;arne society against the deposit he would become a· debtor to <:he 
societv. But in any case the dues from him will be less than the 



-dues to him from 'the -society. In view of this and to ayoid delay. 
in providing the facility to a person who provides the funds to the 
society we recommend that a depositor should be entitled to borrow 
agamst the security of his deposits even though he is not a member. · 

169. We, therefore, recommend that section 34 be deleted and 
the following section numbered as section 46 be inserted:-

SECTION 46-Restrictions on loans.-(1) No society shall make 
a loan to any person other than a member or on the security of 
Its own shares or of a non-member provided that with the special 
sanction of the Registrar a society may make loans to another 

-society. 
(2) Notwithstanding anything contained in sub-section {1), ·a 

society may make a loan to a depositor. on the security of his 
deposit. 

(3) Where the Registrar is satisfied that it is necessary o~ 
expedient in the public interest so· to do he may determine the 
policy in relation to loans, to be followed by societies generally or 
any class of societies or any society in particular, and all societies 
or a class of societies or the societies concerned, as the case may 
be, shall be bound to follow the policy so determined. 

170. Restrictions on other transactions with non-members.
'Section 36 of the Bombay Act provides that Consumers', Producers' and 
Housing Societies may to tqe extent permitted by their byelaws, 
trade with non-members, biit the transactions of a resource society 
with non-members, other than those regulated by sections 34 arid 35, 
shall be limited by the Rules that may be prescribed. -The main 
object of this clause is to facilitate trading with non-members which 
is inevitable in the case of societies mentioned including marketing 
societies. In order that these transactions may not be intensive, 
section requires the byelaws of the society concerned to prescribe 
"the extent". Another condition is that the transactions must be 
in respect of " trade." So far· as resource societies are concerned, 
the conditions in sections 34 and 35 plus the Rules will govern the 
transactions including trading transactions. No Rule has been framed 
by the Government for resource societies. Since a "resource 
society " has been defined as a society formed with the object of 
obtaining for its members the credit, goods or services required by 
them. and because the transactions in respect of credit have been 
regulated by sections 34 and 35, which we have discussed in the 
preceding paragraph, we opine that Rules for regulating the transac
tions of these societies relating to goods or services require to be 
prescribed. · 

171. The Bombay section is more democratic than the correspond
ing section 31 in the Madhya Pradesh Act, which emp.owers the Govern:. 
ment to prescribe the Rules for such transactions ina,smuch as· in 
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respect of trading societies, the authority is left to the societies them.J. 
selves. Section 3 of the Act says that a" Producers' society" includes 
a society formed with the object of collective disposal of the labour o! 
the members of such society. As such, we opine that "marketing 
society " comes . in this category. The logical sequence of this 
provision is that certain societies can do business with non-members. 
To that extent disputes and claims which are likely to arise i1Y 
respect of such transactions have to be referred to arbitration. We 
are aware of section 23-A in the Bihar and Orissa Co-operative 
Societies Act, 1935, which provides that the dues of a Society from 
a non-rp.emper shall be a first charge on his property. This is 
a drastic provision since non-members are not a party to the forma
tion., or functioning of a co-operative society. Nevertheless it is. 
necessary to provide a safeguard in the interest of societies to a limi
ted extent. We, therefore, recommend a provision that a society 
will have a prior charge for its dues from a non-member on the 
m~:mey· which may be standing to the credit of the non-member in 
the books of the society. 

172.: In view of the rearrangement of the section9, it would be 
necessary to substitute the figures "34" and "35" in this section by 
the·figures "45" and "46" and renumber this section as section 47. 
The new section 47 is a substitute for the existing section 36 and is 
as follows:-

.SECTION 47-Restrictions on other transactions with non-
. members.-Consumers', Producers' and Housing Sodeties may to 
the extent permitted by their bye-laws trade with persons who are 
not members, but the transactions of a Resource Society with 
persons other than members except as provided under section 45 
and-46 shall be subject to such prohibitions and restrictions, if any. 
as the State Government may by rules prescribe. Such soCiety 
shall have a charge. upon the interest of such non-member in the 
society in respect of any debt due from such non-member and -::nay 
set-off any sum credited or payable to a non-member in or towards 

- payment of any such debt. . 
173. Charge and set-off in respect of shares or interest of mem• 

bers.-8ection 25 of the Bombay Act provides that a society shall 
have a charge on the share or interest in the capital and on the 
deposits of a member or past-member and upon any dividend, bonus 
or profits payable to a member or past member in respect of any debt 
due from such member or past member to the society and may set~ 
off any sum credited or payable to a member or past member in or 
towards payment of any debt. From this section" deceased member, 
has been excluded, probably because the words " past member " were 
thought to cover deceased member. Since this is not the position, we 
think that the section should make the intention explicit. Secondly, it 
would appear from the wording of the· section that it was meant 

·mainly for a primary society. As a result, even if a society deposits
money with a financing bank, as investment of the Reserve Fund 
and the Provident Fund, such a -financing agency becomes entitled 
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under the section to set off these.dep.osits against its dues. We are 
afraid that such a position would prejudice the interest of the em
ployees of the society affected and would be unfair to the society 
itself which chooses to invest its Reserve Fund and Provident Fund 
with the financing agency instead of investing it in Trustee securities. 
We, therefore, recommend that investment of the Provident Fund 
and the Reserve Fund should be excluded from the scope of this 
section. The section 25 renumbered as section 48 will read as 
under:-

SECTION 48-Charge s.nd set-off in respect of share or interest 
of member.-A society shall have a charge upon the share or 
interest in the capital and on the deposits of a member or past 
member or deceased member and upon any dividend, bonus or 
profits payable to a member or past member ·or deceased 
member in respect Qf any debt due ~rom such member or past 
member or deceased member to the s~iety, and may set off any 
sum credited or payable to a member <?r· past member or deceased 
member in or towards payment of any such debt : 

Provided that no co-operative bank shall have a charge upon 
any sum invested with it by a society out of the Provident Fund 
established by it under section 59 or its Reserve Fund and no co
operative bank shall be entitled to set off any such sum towards 
any debts due from such society. 

174. Prior' claim of a So,ciety.--Section 19 of the Government or 
India Act II of 1912 merely laid down that the society shall have a 
priority over other creditors subject to the prior claim of Government 
and landlord to enforce any outstanding demand at any time within 
18 months from the date of such supply or loan. Section 24 of the 
Bombay Act of 1925, however, went a step further after the Bombay 
Legislative Council rejected a number of amendments seeking to pro
tect expressly a bona. fide purchaser or transferee for value. 'l'he main 
reason for strengthening this section in the Bombay Act was the 
judgment of the Calcutta High Court that the right did not affect a 
decree-holder. This section was further amended in 1948 by doing 
away partially with the protection for so called bonafide purchasers. 

175. The section at present operating confers on the society in 
respect of its debt from a member or past member, the right of a 
prior claim, subject to that of the Government and landlord on (1) 
crops and agricultural produce raised in whole or in part with a loan 
from the society and on (2) c;lttle, fodder, implements, raw materials. 
work-shops ,etc., supplied or purchased from any loan. Housing socie
ties have been given similar prior claim in respect of rent, shares-, 
etc., on the interest of their members in the immovable property of 
the society. It further lays down that the property subject to the 

. eharge shall not be transferred except as a lease for 10 years ~thout 
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the previous permiSSIOn of the society. The transfers made other
wise. shall be void and persons transferring the property shall be 

·convicted for a term of six months. 

. 176. This section is very important from the point of the growt1a 
of the movement and seeks mainly to prc.vide for a charge on 
movable property. A suggestion has been· made that the words 
" lien " should be substituted for the word " charge ". But the 
•• charge " was substituted for the word "lien" following an exhaus
tive examination of the issue by the Maclagan Committee, Secondly 

. the Courts have recognised in many cases that persons can hold charge 
over the movable property. The section under reference prescribes, 
however, only certain categories of movable property, and arbitrators 
have held that if a borrower transfers hypothecated 5oods, he does not 
come within the purview of the section. We, therefore,. recommend 
that the scope of this section should be widened by adding sub
clause 1(a) (iii) "upon any other movable property against a security 
of which a loan may have been given by the society." 

177. The second point to be noted relates to the priority of creditors 
over the Society's claims. The section provides that the Government 
will have priority in respect of land revenue or any money recover
able as land revenue and the landlord will have priority in respect of 
rent or any money recoverable as rent. The original intention of this 
:section was to cover agricultural loans, but the scope has been widened 
to cover loans for other purposes as well. In the case of agriculture, 
following the introduction of land reforms in the State, the question 
of giving a priority to the landlord does not arise where the Bombay 
Tenancy Act has been adready in force. Apart from that, where the 
crop is raised with the finance from a society, it is not fair that the 
landlord should have the first charge on the crop. Besides, the rent 
forms a fraction of the total value of the crop and the amount involved 
is very much less than the loan of the society. We, therefore, recom
mend that the landlord should not have priority over the society i• 
respect of his rent. As regards the priority assigned to the Govern
ment, we concede that the interest of the public revenue must be 
supreme. At the same time we beg to point out that from the point 
of the safety of the funds of the society. it is nec':ssary that so far as 
the Government dues other than land revenue are concerned, this 
·priority should be confined to the assets created out of the loan, if any, 
provided by the Government. Thus, an attempt has been made to 
draw distinction between the Government's prior claim in respect of 
land revenue on agricultural goods and the one on non-agricultural 
goods. In our opinion this distinction is necessary in view of the 
fact that the State has been providing loans to the non--lgri.::ultural 
societies which are also being financed by their finanGing Cif,E:ncies. 
We also' think it necessary to exclude the charge from ~he jurisdic-

. tion of other laws, notably, sections 60 and 61 of the Code of Civil 
Procedure. 

, . 173, _ The third point to be noted is that $Ub-section (2). p,epnits the 
1ra'nsfer of property by way of lease for a period of 10 years. We are 



.af:aid U:at t~e period is. so lo.ng that it defeats the very purpose of 
th1s sectlon smce the claun will not be easily enforced inasmuch as 
buy~rs ·will be generally reluctant to acquire a property wh~n it js 
subJect to a lease of 10 years. \Ve, therefore, recommend that even in 
respect of lease the society's permission should be necessary and the 
transfer of lease should be subject to the conditions that may be pres
cribed by the society. 

179. This section has assumed importahce because it is the key \O 

the successful development of the agricultural co-operative credit 
system for providing crop finance. When the section was introduced 
in 1925, the provision was hotly debated in the Bombay Legislative 
Council and apprehensions were then entertained that it would ruin 
the farmers by disrupting agricultural marketing. The then provision 
was based on the view that to quote Mr .. K. W. Barlee, (later Mr . 
. Justice) from his reply to the debate in the Bombay Legislative Council 
(Debates, July 25, 1925 page 424), "if, under the ordinary law of 
the land, an individual charge-holder can follow movable property, 
which has passed into the hands of the bona fide purchaser, then 
the co-operative society also should have the same rights". The 

.experience has, however, proved that the bogie of a bona fide pur
chaser and the difficulty in establishing the identity of o·wnership 
of crops have thwarted the efforts of the Legislature to make the 
charge of societies on crops effective. This problem has assumed 
national importance in view of the State's Policy to build up insti
tutional credit and assure the farmer of his cred.it needs for pro
duction being satisfied fully·~ the basis of the use of credit as 
distinct from the security of property. 

180. Before examining the various suggestions that we have 
received, we beg to record that unless and until the charge on crop 
is made effective, agricultural credit is not likely to be built up. 
No price is, therefore, high to achieve the objective, and we trust 
that our recommendations will be viewed against this background. 
It is true that the farmer is mainly responsible but we submit that 
the vicious system of moneylending which renders him helpless 
forces him to part with the crop charged to his society. This 
pressure from the moneylender can be resisted only if the law 
penalises the buyer. In a village, where three-fourths of the crop 
is sold, everybcdy knows how a farmer has financed his crop.,It 
would, therefore, be wrong to underestimate the intellige:1ce Pf the 
merchant and the village trader by presuming that both are ignorant 
of crop finance. We, therefore, submit that if he abets in the 
offence he should be punished adequately. 

181. Since the onus of proving that the purchase of the crop 
under charge was not made bona fide lies on the society, a suggestion 
has been made that the society should notify preferably in the 
village Chawadi the names of -the 1_11~mbers whose crops~ are~s~~Jiict 

·to the charge and the law should prescribe that such a notice should 
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be considered as a sufficient notice t01 the prospective buyers.· We are
Rot quite sure that the reaction of the members of societies to this: 
proposal: will not: -be adverse. Besides, . it is not a good practice. 
for a society tv advertise its borrowers. But apart from these tw:o 
considerations, for the purpose of our enquiry and recommendations, 
this is essentially an administrative matter which cim be pursued 
only after creating strong public opinion in its favour. 

182. The second suggestion is that the bye-laws of such societies. 
should provide that no member borrowing from a society for 
financing production, shall sell his produce except to a .Ttarketing · 
society to which the society is affiliated or, where such a society 
aoes not exist in accordance with the directions of the society. It has 
been further suggested that the bye-laws should specifically provide· 
for enabling the society to direct its members to deliver the produc
tion at a stated place, on a stated day, at a stated time, and the viola
tion of the bye-law should involve the payment of compensation by· 
the offending member to the society. In this connection; our attention 
has been drawn to section 38 of the Hyderabad Co-operative Societies 
Act, which serves the purpose. We opine that this provision-is: 
wholesome. 

183. A. third suggestion has been made in order to make the 
charge on crop effective by providing that the charge should be 
continuous until the loan is repaid. The object of this suggestion is that 
the society can continue to have the charge on the crop for ~.;ucceeding 
years even ·if the crop already charged is marketed without its 
knowledge. Such a provision would be wholesome both from the 
point of the borrower and tbe society because the latter can be· 
assured of <m effective security and will, therefore, be encouraged 
to meet the demands of its members for credit. Even if ~raps fail, 
it would be easier for a society to continue the finance for the next 
season on such a basis. In Bombay State the system of converting. 
the outstandings arising from the failure of a crop into a medium
term loan and granting fresh finance for the next crop has been in 
operation. We opine that such a rational system can be developed 
only if the charge is made continuous. The proposal tends to gravi
tate around fixed property but the position corresponds to machinery 
which, when fixed to the ground, is considered as immovable pmpertyF 
but is otherwise movable property. The legal implications of the 
suggestions made may be- examined further. We have, however,. 
assumed that there is no legal difficulty and have, therefore, made the 
necessary recommendation. 

184. The fourth suggestion which we have received, and which in 
our opinion is vital is that the scope of sub-section (4) be extended 
so as to penalise buyers who acquire the crop charged to :>'lcietiei>. 
We view this recommendation with favour for two reasons. Firstlyr 
~ ll provision should deter any mercliant from buying any croJJ 



charged to a society without its knowledge. Secondly, ·it would' 
rresult 1n streamlining agricultural marketing which at present leaves 
much to be desired. Under the Bombay Agricultural Produce
Markets Act, nobody can trade without a licence in the market and, 
if the recommendations of the "Expert Committee" ·which 
reported last year are accepted, even the villages can be brought 
within the scope of the Act. In that event it should be easier for the 
Government to effectively regulate buyers of agricultural pr<;>duce 
in villlages. We are of the view that if our recommendation for 
bringing the buyers of crop and their agents within the scope of 

·sub-section ( 4) is backed up by an amendment of the Bombay 
Agricultural Produce Markets Act so that if a licence holder is 
convicted under this Act, his licence will be cancelled under that 
Act, the twin measures will serve the purpose very effectively. 

185. Although the section primarily deals with prior claim of 
society on movable· property, sub-clause (b) of sub-section (1) relates 
to the charge of housing society on the interest of members in _the 
_immovable property of such society. This proviso is .whoJesome and 
requires to be retained. Since the next section, based on Section 24AA 
of the present Act, deals with the charge on immovabfe property of" 
.agricultural societies only, we are, afrru.a that this particular 
provision cannot be fitted in that section. We ha\'e, . therefore~. 
thought fit to retain it in the section ·under review. 

. l 

186. In the light of the above discussions, we recommend· that 
section 24 be renumbered as section 49 and be amended as under :-

SECTION 49-Prior claim of society.-(1) Notwithstanding any-
thing contained in Sections 60 and 61 of the Code of Civil 
Procedure, 1908, and notwithstanding any provision in any other 
law for the time being in force but subject to any prior claim of· 
the Government in respect of land revenue or any money recover
able as land revenue-

. 
(a) any debt or outstanding demand owing to a society by any 

member or past member or deceased member shall be- a first 
charge, 

(i) upon crops or other agricultural produce raised in whole· 
or in part with or without a loan taken from the society b}r
snch member or past member or deceased member, 

(ii) upon any cattle, fodder for cattle, agricultural or indu~
trial implements or machinery, or raw materials for manufaC.
ture or workshops, god own or place of business, supplied to or
purchased by such member or past member or deceased member· 
in whole or in part from any loan whether in money or gOodS
given him by the society, and 
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(iii) upon any movable property which may have been hypo· 
thecated, pledged or otherwise mortgaged by a member wit-a 
the society and remaining in his custody ; 
tb) Any outstanding demands or dues payable to a housing 

society by any member or past member or deceased member in 
respect of rent, shares, loans or purchase money or any other 
rights or amounts payable to such society, shall be a first charge 
upon his interest in the immovable property of the society. 

Explunation.-The prior claim of Government in respect of dues 
•<Other than land revenue shall be restricted within the meaning of 
:sub-section (1) to the assets created by a member out of the funds 
in respect of which the Government has a claim. 

(2) No property or interest in property which is subject to 
. a charge under sub-section ( 1) shall be transferred in any manner 
without the previous permission of the society and such transfer 
shall be subject to such conditions, if any, as the society may 
.impose. 

(3) Any transfer made in contravention of sub-section (2) shall be 
yoid and any member transferring ariy property and any person 
.acquiring or abeting in the acquisition of, such property which is 
subject to a charge under sub-section (1) shall, on conviction, be 

·punishable with imprisonment for a term which may extend to 
six months or with fine which may extend to five hundred wpees. 

(4) Notwithstanding anything contained in sub-sections (2) and (3) 
a society which has as one of its objects the disposal of produce 
<>f its members, may provide in its bye-laws or may otherwise 
contract with its members,-

(a) that every such member shall dispose of his produce 
through the society, and 

(b) that any member who is found guilty of a breach of the 
bye-laws or of any such contract shall reimburse the society for 
the loss determined in such manner as may be specified in the 
bye-laws. 

· 187. ·Charge on immovable property of members borrowing from 
certain societies.-Section 24-AA deals with the charge on land and 
-interest in land and prescribes the procedure for creating such charge. 
\The two points made out are whether the system of declaration in 
the form prescribed by the Rules requires an amendment of the 
corresponding section of the Bombay Land Revenue Code and 
whether a copy of the declaration is to be sent to the Sub-Registrar. 
The latter procedure is followed. We do not think it necessary to 
'make a legal provision for\ the purpose; out we urge that the positioa 
.of thi~ Section vis-a-vis the Bombay Land Revenue Code, may b, 
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uamined. This declaration is in respect of Jands and interest in' 
lAnds and such other interests, as may be specified therein. 
Every borrower owning lands or having interest in lands as 
a tenant, has to make this declaration and unless he does 
that, he is not entitled to exercise his right as a member. 'Ibis 
declaration can be varied with the permission of the society in 
favour of which the charge is created; but no member is free to 
alienate any part of the lands until the whole amount borrowed by 
him together with the interest is paid in full; but the standing crop 
is allowed to be. alienated with the previous permission of the 
society. A member is free to execute a mortgage bond in favour of 
the State Government under the Bombay Canal Rules for the supply 
of water. The societies mentioned in this section are those concerned 
with the provisions of agricultural credit a~d others in respect of 
which the State Government issues an order. 

188. The title of the section 24-AA is "'charge on immovable· 
property etc.", but the section provides for the alienation of the· 
standing crops with the previous permission of the society. Since 
the facility for the alienation of the crops will defeat the purpose of 
the crop loan system and the provision for transfer has already
been made in the preceding section, we recommend that the proviso 
to clause (iv) be deleted. Beyond this, we recommend no amendment 
of the section, which was amended in 1956, following the enactment 
of the Bombay Tenancy and Agricultural Lands (Amendment) Act,. 
1955. We, therefore, recommeQ.d that Section 24-AA be renumbered.· 
as Section 50 and be amended:' as under :- · 

SECTION 50-Charge on immoveable property of members borrow
ing from certain societies.-Notwithstanding anything contained in 
this Act or in any other law for the time being in force-

(1) any person who makes an application to a society of which 
he is a mE-mber for a loan shall, if he owns any land or has 
intere:;t in any land as a tenant, make a declaration in the form • 
prescribed by rules. Such declaration shall state that the 
applicant thereby creates a charge on such land or interest 
specified in the declaration for the payment of the amount of the 
loan which the society may make to the member in pltrsuance of
the application and for all future advances, if any, required by 
him,. which the Society may make to him as such member· 
subject to such maximum as may be determined by the society· 
together with interest on such amount of the loan and advances; 

(2) any person who has borrowed a loan from a society of which 
he is a member before the date of coming into force of the· 
Bombav State Co-operative Societies Act, 1957, and who owns anv 
land sl·;all, as soon as possible, make a declaration in the form and' 
to the effPct referred to in sub-section (1) and no such person shall, .. 
uniP£5 awl until he has made such declaration, be entitled to.< 
exercise ariy right as a member of the society; 
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which he is a member ·before the date of the coming into force 
of th~ Bombay Tenancy and Agricultural Lands (Amendment} 
Act, 1955, or any other Act in any part of the State and has any 
interest in land as a tenant shall, as soon cts possible, make a decla
ration in the form and to the effect referred to in sub-section (1) 
and no such person shall, unless and until he has made such 
declaration, be entitled to exercise any right as a member of the 
w~~; -

(4) a declaration made under sub-section (1), (2) or (3) may be 
varied at any time by a member with the consent of the society · 
in favour of which such charge is created; 
. (S) nomember shall alienate the whole or any part of the land. 

br interest therein specified in the declaration mad2 under sub
section (1), (2) or (3) until· the whole amount bo!TCwed by the 
member together with interest thereon is paid in idl : 

· Providf'd that it shall be lawful to a memb2r to- execute 
:a mortgage bond in favour of a Mortgage Bank or the State 
.,Government· in respect of such land or any part thereof under 
the Bombay Canal Rules made under the Irrigation Act, 1879, for 
ihe supply of water from a canal to such land or any part '!:hereof ; 

(6) any alienation made in contravention of the provisions of 
:suh-section (5) shall be void; - · 

(7) subject to the prior claims of the Government in respect of 
land revenue or any money recoverable as land revenue and to
the charge, if any, created under an award made underthe 
_Bombay Agricultural Debtors Relief Act, 1947, or any other Act 
in any part of the State there shall be a first charge in favour of 
the society on the land or interest specified in tne decla:::ation 
made unde1 sub-section (1), (2) or (3) for and to the extent of the 

, dues owing by him on account of the loan ; 
(8) notwithstanding anything contained in Chapter X-A of the 

Bombay Land Revenue Code, 1879, the Record of Rights main
,tained under the said Chapter shall also include the particulars 
of every charge on land or interest created under a declaration 

. under sub-sectio!}. (1), (2) or (3). · 

Explanati.on.-For the purpose of this Section "society'' shc..ll 
:...mean-

. (a)· any resource society, the majority of the members of which 
·are <·griculturists and the primary object of which_ is to obtain 
. credit for its members; or 

... (b) any society or any society of the class of societie'> specified 
: ~ ip.; this behalf by the State Government by a general or special 

. .order. 



189~ De~uc:tion from salary to meet Society's · claim in ceTtahi 
.cases.-Section 24-A of the Bombay Act was added in 1942 and 
unproved in 1948 and further amended in 1954, in order to provide 
facilities for employees' Societies to recover their ~ues from members 
out of the members' salaries and wages. In regard to the operation 
of this Scetion, two difficulties · have cropped up. Firstly, the 
employers are under the impression that the mere in.timation of the 
revocation of the agreement by a member is sufficient for them to 
discon~inue rhE' arrangement, even though sub-section (2) provides 
that it is to continue •· so long as such debt or demand or any part of 
it- remains unpaid". It is argued thaf they have <no means to know 
whether the debt is outstanding or not and, therefore, they· are 
entitled to :presume that the intimation is preceded by the payment of 
the debt. v:e, therefore, recommend a positive provision to the 
effect that the employer, shall continue to depuct unless and until the 
Society intimates. · 

190. Secondly, sub-section (2) permits an employer to pay the 
amount so deducted to the society" within 14 days from the date on 
which such deduction is rriade ". Section 5 of th~ Payment of Wages 
ACt lays down the period before which employees have to be paid by 
their employEr. The phraseology used in the Co-operative Societies 
Act entitles the employer to pay the deducted amount to the society 
within 14 days from the date on which the Payment of Wages Act 
requires the employers to pal wages. In other words, while the 
object of this SEction is to fa~llitate the working of the employees' 
Societies, it has unwittingly enabled the employers to us~. the 
societies' funds for _ a fortnight.. The date of deduction ·is· also 
a matter for interpretation. We have come across instances, where 
. employees' Societies and their members have lost thousands of 
rupees, because some unscrupulous employers are able to take 
advantag.! of the lacuna and of inadequate penalties for the offence. 
We think that the liability for payment to the society should 
be specific and the penalty for failure to honour it should also be 
deterrent. We appreciate that an employer must have sufficient 
time to adjust the wage accounts of each member. The system 

·adopted is that Societies send the deduction sheets usually 10 days 
before the date for payment of wages and salary and no employer 
has, to ou'.' knowledge, experienced any difficulty in .that behalf. The 
Madhya Pradesh Act, Section 19-B provides that if the employer fails 
to deduct the amount or makes default in remitting it, the society 
shall be entitled to recover the amount from the employer as 
an arreJr of lc.nd revenue. We consider this as a wholesome provi
sion in addition to the provision for penalties ~!ready prescribed. 

191. A plea has been made by employees' societies, that they 
·should have a prior claim over the provident fund under this Act 
and a suitable provision should be made for the purpose. These are 
benefits primr.rily meant for the period of retirement from service 
.and we do not think that societies should have a prior charge on 
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retirement benefits. True, where the management co-operates with
a society or where the members as sureties of borro·Ners ar vigilentr 
the society recovers its dues from the members as soon as they 
receive the retirement benefits from the employer. But we do not 
think that this unofficial arrangement should be recognised by law 
and, therefore, reject the suggestion. Sub-section (1) lays down that 
the agreement must specify the amount. It has been pointed out to 
us that a member has to execute such an agreement on each occasionr 
when he borrows, since the amount borrowed varies. It is, there
fore, suggested that the amount as may be specified in the agreement 

· be deleted. We do not accept this suggestion on the ground that the 
inconvenience or hardship is not material and the agreement cannot: 
be vague. 

192. Our attention has been drawn to cases in ··espect of which· 
societies have lost funds because firms which had deducted the 
societies' dues from the wages and salary of their employee~ under 
this section ci~ not pay the societies for months together and later 
went into liquidation. We are also told that in these cases, the 
Society's claim was treated as an ordinary claim since upon the 
deduction of thE: amount from the wages and the payment of the· 
balance, the employees' wages are deemed to have been paid fully. 
To provide for ~uch a contingency, we recommend that the Payment 
of Wages Act be suitably amended to clarify the position that the 
wages would not be considered to have been fully paid under that 
Act, unless and until the amount deducted out of the wages under 
this Section is paid to the society. We further recommend that this 
section should provide that the amount deducted, but not paid, should 
rank on par with wages unpaid in the case of liquidation proceedingsr 
etc., affecting employers. 

193. We, therefore, recommend that Section 24-A be renumbered 
as Section 51 and be amended as under:-

SECTION f.l-Deduction from salary to meet society'; clairr.. in. 
certain cases.-( 1) A member of a society may execute an agree
ment in iavour of the society providing that his employer shall b~ 
competent to deduct from the salary or wages payable to him by 
the employer such amount as may be specified in the agreement and 
to pay the amount so deducted to the society in satisfaction of any 
debt or other demand by the member to the Society. 

(2) On the execution of such agreement the employer shall if so
required by the society by a requisition in writing and so Ion~ as 
the society does not intimate that the whole of such debt or demand 
has been paid, make the deduction in accordance with the agreement 
and pay the amount so deducted to the society, as if it were a part 
of the ~alary, or wages payable on the day as required u.::1der the· 
Payment of Wages Act. 
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(3) If after the receipt of a requisition, made under sub-sec
tion (2), the employer at any time fails to deduct the amount specifi
ed in the requisition from the salary or wages payable to the member 
concerned or makes default m remitting the amount deducted to the 
society, the society shall be entitled to recover any such amount 
from .the employer as an arrear of land revenue and the amount so 
due from the employer shall rank in priority in respect of the 
liability of the employer equal to that of the wages in arrears. 

(4) The provisions of this section shall also apply to all such 
agreements of the nature referred to in sub-section (1} as were in 
force on the date of the commencement of the Bombay State 
Co-operative Societies Act, 1957. 

(5) ~othing contained in this section. shall apply to persons 
employed in railways (within the meaning of the Constitution), 
mines and oii-fields. 

194. Funds not to be divided.-An important principle on the basis 
of which co-operation works is that it is an association of members 
and not of capital. The members are, therefore, not entitled to 
receive even in the event of liquidation anything more than what 
they had paid to the Societies as share capital. The reward for 
capital or fer patronage can only come out ·of the profits from the 
year's operation. Therefore, only profits can be divided and not 
other funds. We think a specific provision is necessary for the 
purpose even though Rule 26 \)rescribes that without the sanction of 
th~ Registrar, no part of the funds shall be divided, without meeting 
the entire expenditure. The correct position should be that the 
distribution of profits should be regulated and the division.of other 
funds should be prohibited. In this section we propose to provide 
for the latter and deal with the question of profit in the following 
sections. 

195. A ooint has been raised as to whether remuneration to 
a member ·for the services rendered to a society can be paid. The 
Madras Act provides that a member may be paid remuneration out 
of the funds. We are afraid, that though the intention is to pay for 
the services rendered, the provision as it is would Pnable a society 
to pay out of the capital to the member. The 1emuneration to 
members is of two types. Where he is an employee, he earns his 
remuneration as an employee and not as a member, and there is no 
question of paying him by dividing the funds. Where a question of 
honorarium tc a member for working in his capacity as a member 
exclusively arises, it needs a closer examination. The members are 
expected to ,.,,ork for the benefit of ·the society and should not 
ordinarily accept any honorarium. At any rate, a society should not 
pay honorarium if it runs in a loss, because the word honorarium will 
have no meaning in that case. In Bombay State, particularly in the· 
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urban sector, the system of honorarium has taken a curious form in· 
asmuch as persons, employed elsewhere as full-timers, are able to earn 
much more by way of honorarium than they do as full timers. In 
certain societies, the honorarium itself is treated as a part of the 
expenditure and is not subjected to the approval of the general body, 
whic!1 remains in the dark about the quantum of expenditure the 
society h2.s incurred on the services of its own members. We feel 
that this aspect of the working of the co-operative societies may have 
to be inquired into by the Registrar. 

19(). So far as the Act is concerned, we are of the view that 
a provision should be inserted whereunder no part of the resources of 
a society except the profit should be available for distribution, and do 
not favour to exclude even the honorarium payable to members 
therefrom. We, therefore, recommend that Section 52 be added as 
under:- · 

SECTION 52-Funds not to be divided.-No part of the resources, 
other than the net profit, of a society shall be distributed among its 
members. by way of bonus or dividend, honorarium or oth~rwise. 

_197. Appropriation of Profits.-Section 38 of the Bombay Act places 
restriction on dividend. Section 39 lays down the quantum of net 
profit to be appropriated towards Reserve Fund. Section 39-A pro
vides for contribution towards Educational Fund of the Bombay 
State Co-operative Institute. Section 40 deals with restrictions on 
distributiQn of profits and Section 42 provides for contribution to 
charitable purpose. Rule 22 mentions about distribution of profits 
as the heading, but actually provides how the profits should be 
calculated. Rule 23 explains that dividend includes bonus though 
the heading is distribution of bonus. Rule 24 provides for the pay
ment of dividend in arrears in certain circumstances subject to a 
ceiling and for the creation of the Dividend Equalization Fund at 
the optioQ. of the society and lays down that no society shall declare 
a dividend at a rate exceeding that recommended by the Committee. 
Rule 25 amplifies Section 40 regarding the patronage dividend. Rule 
26-A deals with the rate of contributiQn to Educational Fund. We are 
of the view that all these sections together with the rules should 
be properly codified. 

198. The order for appropriation of profit sould be, in our opinion, 
laid down in the Act itself. A society works primarily for the collec
tive benefits of its members and, therefore, the building up of its 
strength must have a priority over anything else. For this purpose 
it is necessary that the profit available for appropriation must be 
arrived at after meeting fully the expenditure necessary for conducting 
its business and providing for other expenditure which is likely to be 
incurred as a result of the activity during financial year. Therefore. 
the definition of net profit, as distinct from gross profit or trading 
profit, which is to be appropriated should be specific. We, therefore, 
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suggest that a provision be made laying down that a society shall 
determine its net profit after deducting from its revenues, establish~ 
ment charges, interest payable on loans and deposits, working expenses 
including repairs to property, rent and taxes, depreciation and audit 
fees and after providing for bad debts and writing off capital expendi~ 
ture in whole ~r in part and capital losses incurred but not adjusted 
against any fund created out of profits. Furthermore it is necessary 
to lay down on the lines of existing Rule 22 that jn calcul;1ting the 
profits of a society for the year, all accrued interest which is overdue 
shall be deducted from the gross profits_ of the year and accrued 
interest in the preceding year but recovered during the year shall be 
added. 

199. As regards appropriation, the first priority should be for build
ing up the strength of the society. From this point the creation of the 
Reserve Fund and other funds assumes a higher priority. Next in 
order stands the reward for capital by way of dividend. Once this is 
made, the law requires a society to contribute to the Educational Fund: 
A~ter these obligations are fulfilled, a society should, be able to distri
bute patronage dividend and donate sums out of profit to charitable pur
poses and appropriate the balance according to its bye-laws. We, 
therefore, recommend the following Section as Section 53. 

SECTION 53-Appropriation of profits.-(1) A society earning 
profit shall calculate net profit by ueducting from the gross 
profits for the year, all aq.crued interest which is overdue for 
more than six months, establishment charges, interest payable 
on loans and deposits, audit fees, working expenses including 
repairs, rent, taxes and depreciation, and after providing for or 
writing off bad debts and losses not adjusted against any fund 
created out of profit. A society may, however, add to the net 
profit for the year interest accrued in the preceding years but 
actually recovered during the year. The net profit thus arrived 
at, together with the amount of profit brought forward from the 
previous year, shall be available for appropriation. 

(2) A society may appropriate its profit to Reserve Fund, any. 
other fund, the payment of dividend to the · members on their 
share to the contribution to Educational Fund of the Bombay 
State' Co-operative Union, to the payment of bonus on the basis of 
support received from members and non-members to its business, 
to payment of honor;1rium, and towards any other purpose as may 
be specified in the bye-laws. Provided that no part of the profit 
shall be appropriated except with the approval of the Annual 
General Meeting and in confirmity with the Act, Rules and Bye-
laws. 

200. Reserve Fund.-Section 39 of the Bombay Act requires every 
society which can derive a profit to maintain a Reserve Funa and 
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prescribes the quantum in terms of the percentage of the net profit. 
Certain witnesses testified before the Committee that the percen
tage of contribution out of net profit to the reserve fund should be 
lowered in the case of societies whose reserve fund equalled the 
paid up capital. We have compared the provision in the Bombay 
Act with several other Acts and find th~t the provision in th~ 
Bombay Act is very reasonable. In the case of Vidarbha and 
Marathwada their present Acts require that such societies irrespec
tive of their class have to carry one-fourth of their net profits to 
the reserve fund. The Hyderab~d Act further provides that· an 
additional one-tenth of the profits should be carried to the reserve 
fund where the same is not equal to the paid up capital. We, 
therefore, do not think that any hardship will be caused to a society 
by the existing provision especially in view of the fact that the 
members cannot get any high return for their capital. The section 
also provides for the mode of investment of reserve fund by stating 
that it can be used in business and invested, subject to the provi
sions of section 37, as the State Government, may direct or, with 
the previous sanction of the State Government, in some public 
purpose. 

201. The provision regarding investment of the reserve fund has 
been the subject cf controversy. The permission tQ use the reserve 
fund in the business of the Society is a privilege ccnferred by the 
Bombay Act, because it forms the ultimate security for its creditors. 
Other Acts have provided that it should be invested outside the busi
ness and the Standing Advisory Committee on Agricultural Credit 
of the Reserve Bank recommended at its fifth meeting that this fund 
should be invested outside the business "until such time as the fund 
equals the paid up capital". This was an attemp~ to have the best of 
the provisions in the Bombay Act and in other States. The question 
was elaborately discussed in ·the State Co-operative Council which 
felt that especially in the case of agricultural societies, it would be 
cruel to expect such societies to invest their reserve fund outside the 
business and make up the gap in the required fund by paying a high 
rate cf interest. A similar difficulty will arise in the case of salary 
earners' societies. The case of banks stands, however, on a different 
footing and it is desirable in their case to ensure that they invest their 
reserve fund outside the business. We, therefore, recommend an 
appropriate change in the Section. 

202. The mode of investment of the fund of a society has been laid 
down in Section 37 of the Bombay Act and we do not understand the 
propriety of empowering the State Government, even subject to the 
provisions of section 37, to direct the mode of investment of the 
Reserve Fund under section 39. Again, this section empowers the 
State Government to permit the use of the reserve fund of a society 
for some public purpose which is likely to promote fhe objects of this 
Act or for some purpose of Provincial or local interest. As stated 
earlier, the object of the reserve fund is to provide the requisite 
strength and impart stability to the society and the amount to be 
credited to this fund must easily be available. If the fund were to be 
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used, even with the approval of the State Government "for some 
public purpose likely to promote the object of this Act," ~tc., we are 
afraid the object of creP.ting the fund itself will be defeated. We. 
therefore, recommend that the provision regarding the State Govern~ 
menfs power to approve mode of investment or the use of fund for 
some public purpose should be deleted. 

!:!03. In view of the abQve discussion we recommend. that Section 39 
be renumbered as Section 54 and should read as under :-

SECTION 54-Reserve fund.-(1) Every society which does or can 
derive profit from its transactions shall maintain a reserve fund. 

(2) In the case of resource or Producers' Society at least ! of .the 
net profits of the society each year shall be carried to the reserve 
fund and in the case of any other society at least 1/lOth of the net 
profit of the society each year shall be carried to the reserve fund, 
and such reserve fund may be used in its bu5iness by a society other 
than a co-operative bank or may be invested in accordance with 
the provisions of Section 58. 

204. Restriction on dit'idend.-Section 38 of the Bombay Act 
restricts the dividend to 61 per cent. For Vidarbha, Rule 40 made 
by the Madhya Pradesh Government under the Act of 1912 enables a 
society to pay a dividend of more than 61 per cent. with the sanc
tion of the Registrar. In Madras the ceiling on dividend is 9 per 
cent. but it varies with the class of societies. A suggestion has also 
been made that in view of Uie rise in the Bank rate, the originall 
ceiling of 7! per cent. should be re-introduced in Bombay. This 
question is not a point of law but of policy and we do not propose 
to make any recommendation thereon. So far as the restriction on 
dividend is concerned Section 40 carries two provisions, viz., in the 
case of a Resource Society with an unlimited liability and without 
shares, profits cannot be distributed without the order of the State 
Government. An unlimited liability society having shares has the 
same restriction. for the first 10 yea:s. We presume that the word 
·• distribution" has been used in connection with the payment of 
dividend and the question of paying any dividend in the case of 
societies with no share capital does not arise. The relevant provi
sion is, therefore. unnecessary. Secondly, a provision has been made 
for the payment of dividend to the State Government on its shares. 
We have recommended in paragraph -114 that the State Government 
should be a member and. therefore, as a member, it would be entitled 
to the dividend. Consequently no specific provision is necessary for 
the purpose. It is, however, desirable to provide that no dividend 
shall be paid without the approval of the ~eneral meeting and that 
it will not exceed the quantum recommended by the Committee. 

::!05. In the case of consumers' and producers' societies a provi
sion has been made for distribution of a portion of the profit also to 
non-members to the extent and under the conditions prescribed by 
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the Rules or the bye-laws. It appears to us that the words 'dividend, 
bonus and distribution' require to be cla;ified. In Section 2 we 
have defined !dividend as " the interest paid to a member on the 
share capital of a society out of its profits and includes bonus pro
vided it is paid on capital." Similarly we have defined bonus as 
"dividend paid to a member or a non-member Qut of profits of a 
society on the basis of his contribution to the business of the society." 
As explained by us earlier in a co-operative organisation the remunera
tion for capital should be limited. The case of reward for support 
to. the business of a society, however, stands on a different footing. 
The practice of paying dividend on the basis of patronage is the 
sheet anchor of co-operation and there is no need to impose any 
restriction on its quantum. We have alreaay provided that eve::1 
such distribution c::1n only be out of profits. The section under review 
restricts the practice of patronage dividend to consumers' and pro
ducers' sqcieties but since it is customary for credit societies to accept 
deposits of non-members it is desirable that the practice should also 
be extended to such societies. The same Rule applies to housing 
societies. In fact Rule 25, though it seems to be ultra vires, the Act 
is comprehensive and we have chosen to adopt it. 

206. Rule 24 framed under the Bombay Act enables a consumers', 
producers', housing and farming society to pay dividend higher than 
6! per cent. in any year if it has paid less than 4 per cent. in any 
of the preceding years subject to certain conditions. The underlying 
idea of this Rule is that a society belonging to any of these groups 
takes time to build up its profit earning capacity and should, there
fore, have the facility of paying at least 4 per cent. dividend on 
an average. We unanimously agree that this facility should be 
conceded for 10 years following the year of such deficit between 
a dividend of 4 per cent. and a lower dividend paid earlier. With 
the exception of the Chairman, all of us are further of the view :hat 
this principle of giving a fair deal to the members of certain classes 
of societies should be extended to other all classes of societies. Our 
proposal is that if any society is unable to pay dividend at 6! per 
cent. in respect of any year, the law should enable it tv. make good 
the deficit by paying the balance of such dividend out of future 
profits accruable during the two years immediately succeeding the 
year of such deficit. In our opinion, this is a fair proposal because 
the reward for capital is restricted by the law to a maximum of · 
6! per cent. and the members should, therefore, be entitled to this 
.fair reward so long as the profit permits. The Chairman of the 
Committee is, however, opposed to the proposal on the ground that 
it seeks indirectly to convert the maximum permissible dividend 
into a minimum one, carries with it an element of cumulative divi
dend, a practice which is not heard of in any other country and 
.confers on societies other than consumers', producers', housing and 
farming societies a privilege far in excess of what is presently en
j.oye9: by c~rt~in societies under the existing Rule. He is afraid t.hat 
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such a facility would not be also conducive to the strengthening of 
the reserve fund. In our opinion, the apprehensions expressed by 
the Chairman are far-fetched. We, therefore, recommend subject 
to the dissenting note of the Chairman, that the necessary provision 
be made. · 

207. The same rule empowers a society to create a dividend equa
lisation fund out of its profit. But this can ·be done only so long 
as the total fund does not exceed the amount representing 6! per 
cent. of the paid up capital. We are unable to comprehend the uti
lity of this restriction. Theoretically, if a society is able to earn 
profits by economising its expenditure and have a surplus after 
meeting all the statutory obligations, we do not see any objection 
to any effort to build up such fund. In actual practice it may not 
be easy for a society to have bumper pro~ts in order to strengthen 
this fund. The object of this fund is to ~acilitate the payment of 
dividend during a lean period when abnormal economic conditions 
might not enable a society to secure enough profits for paying a divi
dend.· So long as the reward for capital, subject to restrictions which 
the Act has imposed, is not considered undesirable, we feel, the 
building up of this fund without any restriction is desirable. With 
the foregoing modificationsL we recommend that section 38 be added 
to the Act as section 55. The section as amended reads as under:-

SECTION 55-Restriction on dividend.-(1) No society shall pay 
a dividend out of its net profits to its members on its share capital 
at a rate exceeding 6! pet·'cent. interest, and no resource soci~ty 
on a basis of unlimited liability in which the members hold shares, 
shall pay a dividend until 10 years from the date of registration of 
the society have elapsed. Provided that if any consumers', produ
cers', housing or farming society is unable to pay a dividend of 
4 per cent. in respect of any year, it may pay additional dividend, 
representing the difference between the dividend paid for that 
year and the dividend of 4 per cent. out of profits in future years 
at any time not later than 10 years immediately succeeding the 
year of such deficit. Provided further that if any society other 
th:m. a consumers', producers', housing or farming society is unable 
to pay a dividend at 6! per cent. in respect of any year it may 
make good the deficit by paying an additional dividend out of profits 
in the two years immediately succeeding the year of such deficit. 

(2) A ::;ociety may credit in any year a sum not exceeding 2 PeJ' 
cent. on the paid up share capital to a fund called the "Dividend 
Equalisation Fund" and no withdrawal from such fund shall be 
made except for the purpose of paying the dividend, without the 
previous sanction of the Registrar. 

(3) Notwithstanding anything· contained in sub-section "(1) 
a society classified either as consumers' or producers' or resource 
or housing, may pay bonus to its members and persons who are 
not members to the extent and subject to the conditions prescribed 
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by the Rules or bye-laws of such societies provided that no 
resource society on a basfs of unlimited liability in which the 
members do hot hold shares shall pay any bonus without the 
general or specia~ order of the State Government in this behalf. 

E:rplanation.-No society shall make any payment under sub
sections (1) and (3) or any appropriation under sub-section (2) 
without the sanction of the annual general meeting. The annual 
general meeting may reduce the dividend recommended by the 
committee ; but it shall not be within its powers to declare a higher 
dividend. 

208. Contribution to Educational Fund of the Bombay State Co
operative Union.-8ection 39-A of the Bombay Act lays down that 
a society paying a dividend to its members at a rate of 4 per cent. 
or more, has to contribute to the educational fund of the Bombay 
State Co-operative Union at such rate as may be prescribed. We 
beg to point out that the name of the Institute given in the section 
is the Bombay State Co-operative Institute. The Bombay Provincial 
Co-operative Institute has changed its name to the "Bombay State 
Co-c.perative Union". The operation of this section is not quite 
satisfactory and complaints have been received by us that many 
societies have not been making the contribution and there is no 
facility available for arbitration, etc., in order to recover the Insti
tute's dues. 

209. It appears to us that the office-bearers of many societies are 
· not conscious of their obligations and there is a tendency to avoid 

payment. For arresting this trend, a drastic remedy is necessary. 
We, therefore, suggest that no dividend should be allowed to be paid 
unless this contribution is paid where a society is required to make 
the contribution. Secondly, we beg to recommend that the officers 
of the society concerned should be held personally liable for failure 
to pay this contribution. We think this is the only effective method 
of ensuring the legal responsibility of the societies to support the 
third arm of the co-operative movement, i.e. training, education and 
propaganda, through the Institute. As regards quantum, this has 
been prescribed by Rule 26-A and has been linked with the dividend 
and we do not recommend any change therein at least for the time 
being even though in Marathwada, it is payable under the Hyderabad 
Act on the basis of profit. We, therefore, recommend that section 39A 
be renumbered as section 56 and be read as under: -

SECTION 56-Contribution to educational fund of the Bombay 
State Co-operative Union.-( 1) Every society which declares a divi
dend to its members at a rate of 4 per cent. or more, shall contri
bute towards the educational fund of the Bombay State Co-operative 
Union at such rate as may be prescribed. 
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(2) No society liable to contribute towards the educational fund, 
shall pay a dividend to its members unless the said contribution 
is made to the Bombay State Co-operative Union. An officer or 
officers wilfully failing to comply \\<ith the requirement of '>Ub
section (1) shall be held personally liable for making good the 
amount to the Bombay State Co-operative Union. 

210. Contribution to charitable purpose.-Section 42 of the Bumbay 
Act enables a society to set aside a sum not exceeding 20 per cent. 
of its net profits and to use it from time to time for a charitable 
purpose. From the word:ng of the Section, for both the purposes. 
the Union's sanction is required and the requirements in respec-t of 
the reserve fund and the contribution to the educational fund have 
to be fulfilled. When the Section was first incorporated, there was 
a good deal of debate in the Bombay Legislative Council over the 
quantum and gett:ng the approval of the ·.Union, and the Ccuncil 
rightly turned down the suggestion that the approval of the Registrar 
should not be provided for as a safeguard. Secondly, the li<!'lit of 
~0 per cent. was put in the hope that societies could make their 
maximum contributions for such purpose. In Marathwada, the same 
limit is operating because the Hyderabad Act follows the Bombay 
Act. In Vidarbha, it is 10 per cent. In actual practice, we are not 
aware of any society contributing more than 10 per cent. of its profits 
to a charitable purpose. We, therefore, recommend that the limit 
should be lowered from 20 per cent. to 10 per cent. We are also of 
the view that co-operation should nave a first claim on such <'0ntribu
tions. We also opine that tne Union's sanction is unnecessary for 
setting aside the sum. It should, however, be essential for utilisa
tion only. We recommend an approriate change. 

211. The section, as amended, should be renumbered as Sed~on 57 
and should read as follows :-

SECTION 57-Contribution to charitable purpose.-A society may 
set aside a sum not exceeding 10 per cent. of its net profit.;;, after 
providing for the resen-e fund as prescribed in sub-section (2) of 
section 54 and for the educational fund. as prescribed in section 56 
and utilise, with the approval of the Bombay State Co-operative 
Union, from time to time, the whole or part of such sum in 
contributing to any co-operative purpose, or to public purpose, or 
to a charitable purpose, as defined in section 2 of the Charitable 
Endowments Act, 1890. 

212. Inrestment of funds.-Section 37 of the Bombay \ct and 
Rule 27 regulate the investment of funds of societies. The scltion 
permits investment or deposit of funds of societies in the Govern
ment savings bank, trustee securities, shares and instruments bat:ked 
by security of any other society with limited liability, in banks 
approved by the Registrar ·and in any other mode permitted by the 
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Rules or the State Government. In regard to Government savings 
bank, we submit, the correct nomenclature should be the Postal 
Savings Bank .. Though the Act gives priority to the postal savings 
bank it may be noted that this was done in 1925 when co-operative 
banks were not sufficiently developed. We, therefore, submit that it 
should be the primary duty of all co-operath·es to invest or deposit 
their funds in their financial agencies. In sub-clause (c) "on the 
security" would mean advance and not investment. This is 
obviously meant to permit investment in the debentures or the 
security issued by any other society. Again, the object of the p:rovisc 
in the sub-clause is to permit investment in societies with limited 
liability only. The cumbersome wording has been simplified by 
recommending the deletion of the words beginning from " Provi; 
dent" to "one". 

213. A su·ggestion has been made to us that investment in societies 
registered outside the State should be permitted .with the approval 
of the Registrar since that would encourage the co-operative move
ment in the country and at the same time provide the safeguard 
against bad investment in a society. Besides, there are several 
societies with the country as their area of operation. We endorse this 
suggestion subject to safeguards. Sub-clause' (c) does not categori
cally state that investment can only be permitted in respect of 
societies registered in the State but the definition given in section 3 
defines society as one registered under this Act. We, therefore, 
recommend that the Rules should provide for this. 

214. Clause (d) permits investment in any bank or person carrying 
on the business of banking approved for this purpose by the Registrar. 
IIi this clause "the person" referred to is by implications the indige
nous banker. In 1925 when the Act was enacted probably it might 
ha\-e been necessary to permit the deposit of funds with indigenous 
bankers. The State has been well served with the co-operahve 
banks and joint-stock banks, and we do not think that societies' funds 
should be allowed to be deposited with indigenous bankers over 
whom no law has control at present. This practice, we are afraid; 
would prove injurious to the movement. Since the nanking 
Companies Act refers to "banking companies", we recommend that 
the word "banking companies" should be used instead of "bank". 
The clause also suggests that the approval of the Registrar is to be 
without strings. It might, however, be desirable from the point of 
the safety of funds for the Registrar to impose conditions according 
to the status of banking company, both in regard to the quantum and 
mode of investment and deposit We, therEfore, recommend that 
after the wora " Registrar ". the word " on such conditions as 
~egistrar may lay down from time to time " be added. 

215. Rule 27 further elaborates the provision in section 37 by 
stating that funds can be invested with the previous sanction <'f the 
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Registrar in (a) shares of the Reserve Bank of India, (b) loans raised 
by local authorities, (c) purchase or lease of land or building, ana. 
(d) construction of buildings. The shares of the Reserve B~nk of 
India were trustee investments and therefore fell under section 37 (b) 
and there was no question of getting the previous sanction of the 
Registrar. These shares are at present owned by the Central Govern
ment and the provision is out of date. The shares of the State Bank 
and of the Finance Corporations are also trustee securities and we 
do not see any need to provide for any such investment under the 
Rules. 

216. As regards loans raised by the local authorities in Bombay 
State under the authority of the Local Authorities Loans Act, we beg 
to submit that it should not be necessary to get the previous sanction 
of the Registrar for such investment because the State Government 
scrutinises the application of the local authority concerned for raising 
the loan before it is allowed to approach th:e money market and we 
do not understand how the Registrar can term the investment in such 
a loan as unsafe when the State Government has approved. We, 
therefore, do not like the idea of providing for Registrar's approval 
in this respect. Besides, when any authority raises a loan in the 
money market, it is usually open for a week or so and we are 
afraid it is not administratively possible to get the Registrar's 
sanction, and complete the application before the subscription list 
is closed. The only point which remains in this connection is that the 
bonds of the local authority are not easily negotiable and if ,\rould be 
desirable to discourage this•.iype of investment in the Case of Sm,!lll 
societies. But this is a problem · which can be tackled by the 
Registrar by issuing general instructions to the societies. 

217. On the question of investment in property, we are of the 
view that the Registrar'~ previous sanction is absolutely essential 
and the onus of convincing the Registrar that such an investment 
is advantageous to the society in the conduct of its business and that 
such an investment would not handicap it in the matter of conduct
ing the business should lie on the soCiety. 

218. Sub-rule (2) of Rule 27 deals with the investment of urban 
banks in respect of the surplus being the difference between the 
funds a,·ailable for lending and the funds actually lent. The Hule 
confers the privilege on urban banks with a paid . up capital of 
Rs. 50,000 and reserve fund of Rs. 50,000, of at least 10 years age and 
classified as "A" or "B '' at the last statutory audit. It is not 
clear from the Rule whether the intention was to insist on the two 
standards in respect of owned funds separately. The· object seems 
to assure that an urban bank should be of a good size. For instance, 
an urban b3.nk with a paid-up share capital of Rs. 1 lakhs ·can be 
considered as safe as another one with a paid-up capital of Rs. 50,000, 
and reserve fund of Rs. 5<J,OOO. We, therefore;· recommend that 
instead of tvvc separate standards it would be better to provide for 



108 

owned capital of Rs. 1 lakh. The conditions are that the Ehares or 
debentures of a company in which investment is to be pennitted has 
to be· approved by the Bombay State Co-operative Bank's Associa
tion and that such investment is not to exceed 5 per cent. of the 
deposit and 15 per cent. of the surplus fu~ds. The proportion of 
investment in preference and ordinary· shares and debentures hc.s 
been laid down at 10 per cent., 5 per cent. and 15 per cent. of the 
surplus funds. 

219. This mode of investment in shares of joint-stock companies 
has been the subject of controversy at the all India level. It was 
debated in the Registrars' Conference in 1947. At this Conference 
the co-operators in Bombay State led by the then Registrar strongly 
defended the need for allowing the urban banks scope for such invest. 
ment on the ground that only a w:;.der scope for investment at 
a remunerative rate would enable them to tap deposits by successfully 
competing with schedule banks. The opposite VIew was that the 
surplus funds oi a society must be invested within the co-operative 
movement. A compromise was, therefore, effected at this Conference. 
1'he view point propagated by the co-operators in the Bombay State 
at that time has been further strengthened by the present situation 
when the money market is tight and the competition between banks 
for attracting deposits is acute. 

220. In the actual operation of this Rule the ceiling of 5 per 
cent. of the deposit liability or 16 per cent. of the surplus funds 
whichever is lower has operated as a heavy brake to achieving the 
oojective of permitting such investment. The deposits of urban banks 
are by and large savings deposits. The choice of shares and deben
tures is made by the Association after having due regard to negotia
bility, stability and regular dividend paying capacity. With these 
c.onditions a little more relaxation is, in our opinion, necessary. At 
present most of the joint-stock banks have been paying interest on 
savings deposits at 2! per cent. If urban banks were to raise depo
sits at this rate and were to invest the surplus in Government secu
rity with a yield of about 2! per cent. after paying the tax, they 
will have no margin left for management of the funds. We submit 
that this particular difficulty requires a more sympathetic treatment 
if the urban banking movement in this State has to grow further. 
We, therefore, recommend that instead of 5 per cent. of the deposits 
and 15. per cent. of the surplus whichever is less, it should be which
ever is higher. We do not, however, recommend any change in 
the ceiling on investment in preference shares, ordinary shares and 
debentures. 

221. The problems discussed in paragraphs 215-220 have to be 
tackled by revising the relevant rule. From the point of the Act, 
the only provision desired by us is that the Registrar should be vested 
with powers to regulate the investment of a society or a class of 
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societies. Having regard to the discussion of the issues in paragraphs 
~12-220, we recommend that section 37 be renumbered as section 58 
and be read as under :-

SECTION 58-Investment of funds.-(1) A society may invest or 
deposit its funds : -

(a) in a Central Bank or the State Co-operative Bank; or 
(b) in the State Bank of India; or 
(c) in the Postal Savings Bank; or 

(d) in any of the securities specified in section 20 of the Indian 
Trusts Act, 1882 ; or 

(e) in the shares or security bonds or .debenures issued by any 
other society with limited liability; or· 

(f) in any banking company approved ·for this purpose by the 
Registrar and on such conditions as the Registrar may lay down 
from time to time ; or · 

(g) in any other mode permitted by the Rules or by general 
or special order of the State Government. 

(2) Notwithstanding anything contained in sub-section (1) the 
Registrar may order a society or a class of societies to invest funds 
in a particular manner or may lay down conditions regarding the 
mode of investment of such funds. 

•.·' 
222. Employees' Provident Fund.-Section 41 of the Bombay Act 

deals with provident fund. It lays·.down that a society may estab
lish a provident fund for members or servants in accordance with 
bye-laws and may contribute to such provident fund from its net 
profits provided the fund shall not be used in business and shall be 
invested in accordance with section 37 and shall not form part of 
the asset of the society. Originally when this section was inserted 
it was meant to regulate the provident fund of the members. This 
was because the member's savings were mobilised under the provi
dent fund scheme, a type of recurring deposit. In 1948 this section 
was amplified so as to include the employees' provide!1t fund t.ut the 
consequential changes in the section were not made with the result 
that the contribution of a society to its employees' provident fund 
has been made conditional to its ability to earn net profit. 

223. It has been established by the Industrial Law in this country 
that the provident f~nd is a part of remuneration, with the only 
difference that whereas the wages are paid every month, the provi
dent fund, represenfing employees' contribution as well as the em
ployers' is paid at the time of retirement and subject to certain 
conditions. Naturally, therefore, the provident fund must be a charge 
like ;he wages on the current expenditure even before the profit 
or loss is arrived at. Since this is an item of revenue expenditure, 
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we submit, it should not be linked with the net profit. We have 
received representations from the societies that audit objections have 
been taken against them because they have b~en treating their 
provident fund as items of expenditure, before arriving at the profit. 
As the· section stands, the objection is valia. We, therefore, urge 
the Registrar to issue instructions to auditors not to take serious 
notice of the breach pending the amendment of the section. 

224.- As regards the section, we find that the Provident fund is of 
two types, one for members and other for employees. In the case 
of the former, it is a type of deposit and we submit that no provisio!l 
in the Act is necessary for regulating the terms on which a deposit 
should be accepted when the Act does not lay down conditions for 
other. types of deposits. We, therefore, recommend that the heading 
"Provident Fund" should be prefixed by the word "Employees'" 
Secondly, we recommend that the reference to net profit should be 
deleted and the power for governing the provident fund should be 
prescribed. · 

225. Certain rules have been framed by the Registrar in this 
connection; but we are afraid they are outmoded. For instance, we 
find that one of the rules permits a society to forfeit an employees' 
Provident fund for the financial loss on. account of his fault. We are 
afraid that this is against the Provident Fund Act and the Sche:tne 
and the object of the fund itself, which is to provide money after 
retirement for the benefit of the family. One point remains in this 
connection. This arises from the operation of the Central Provident 
Fund Act under which all contributions to the provident fund have 
to be handed over to the Provident Fund Commissioner appointed 
by the Central Government. Such societies require to be exempted 
from the Rules. .A provision for this purpose is necessary in the 
Act itself. 

226. We, therefore, recommend that section 41 be renumbered as 
section 59 and should read as under: -

SECTION 59-Employees' Provident Fund.-( 1) Any society may 
establish a provident fund for its employees into which shall be 
paid the contributions made by its employees and by the society. 
Such provident fund shall not be used in the business of the society 
and shall not form part of the assets of the society and shall be 
invested under the provision of section 58 and shall be administered 
in the manner prescribed. 

(2) Notwithstanding anything contained in sub-section (1), a provi
dent fund established by a society to which t{le Employees' Provi
dent Fund Act, 1952, is applicable shall be governed by that Act. 

227. Power to direct affiliation to a federal society.-The co-opera-
tive structure has been built on a federal basis and can be strength
ened only when affiliating institutions impart strength to their 
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federal society and the latter gives the same in return to the former. 
It is this concept which has prompted the movement to build up the 
pyramid. The bill of 1948 to amend the Bombay Co-operative Socie
ties Act had the object of achieving "progressive de-officialisation of 
control over the co-operative movement." Introducing the bill in 
the Bombay Legislative Assembly Shri V. L. Mehta, the then Minis
ter for Co-operation said, (Bombay Legislative Assembly Debates, 
Official Report, February 21, 1948, page 121). 

" It is only a very modest attempt in this direction which we seek 
to introduce through this piece of legislation that is represented by the 
inse! tion of the definition of a society called the Federal Society, and it 
is the desire of Government that in course of time it will be through these 
federal societies principally that the working of co-operative societies of 
all types will be governed and regulated;. subject to such ultimate 
<tuthority and sanction as Government reserve. to themselves· under this 
law and must reserve to themselves under any future law for the enforce
ment of the provisions of. this Act, the Rules and the byelaws made there
under;'' 

228. Certain obligations have also been imposed in regard to 
improved working of societies on federal societies by the Act. We 
are, however, of the view that if Federal Societies and their affiliated 
societies were to be brought closer together and the movement were 
to be integrated, the prerequisite is that every society must be 
affiliated to its federal society. At present it is voluntary. We find 
that Section 46A of the Goverpp1ent of India Act, 1912, as adopted by 
the Government of Madhya Pradesh and presently applicable to 
Vidarbha empowerS the State Government to direct all or any of the 
societies in a specified area to get themselves affiliated to a co-opera
tive institution or a co-operative federation whose constitution and 
functions can also be regulated by the State Government. Though 
the provision for compulsory affiliation is restricted to only one type 
of co-operative institutions, we see in this provision a wider import 
inasmuch as the need for compulsory affiliation has been recognised .. 
At the same time we beg to record that all federal societies a:re not 
sufficiently strong to impart strength to their affiliated institutions nor 
is their constitution sufficiently democratic and progressive. It is for 
this reason that we do not recommend unconditional compulsion. 
The effort to bring a federal society and its affiliated institutions 
closer must be forged in progressive stages and it is with this object 
that we recommend that the Registrar who is competent to decide 
and who knows how the steps should be taken will be the best person 
to exercise this discretion, · 

229. To achieve the abovementioned objects, we recommend that 
a new Section, Section 60 be added as below :-

SEcTioN 60-Power to direct affiliation to a federal society.
The Registrar may, by general or special order, direct that all or any 
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of the societies situated within a specified area shall be affiliated 
to a Federal Society or Federal Societies in such manner and on 
such conditions as the Registrar may, by general or special order, 
determine from time to time. The constitution and functions of a 
Federal Society in respect of which an order of compulsory affilia
tion is made shall be regulated by him. 

230. Bar of jurisdiction of Courts.-The structure of the Co
operative Law has been based on the theory that difference of opinion 
affecting the working of societies should not be subject to any civil 
litigation but should be resolved expeditiously by amicable methods 
and by avoiding the fine points of law while ensuring a fair decision . 

. It is, therefore, necessary while providing the machinery under the 
lciw for this purpose that the parties to the dispute are not given 
additional opportunities of going to a court of law. Section 51 of 
the Bombay Act bars suit in a civil court in respect of matters con
nected with the winding up of a society. In Madras, the question 
was recently reviewed by the Madras Committee on Co-operation and 
a specific provision for barring civil suits forms an integral part of 
each of the several sections under its recommendations. The matters 
included are Registrar's power to decide certain questions, division 
and amalgamation of societies, amendment of byelaws, vests of 
inquiry and inspection and liquidation proceedings. 

231. In Bombay State the legal opinion differs in the absence of a 
specific section as to whether the decision en particular question is 
beyond the jurisdiction of courts. The Bihar and Orissa Co-operative 
Societies Act, 1935, has a specific provision in Section 57. This pro
vision has been amplified by the Orissa Co-operative Societies Act, 
1951. Section 134 in this Act is, in our opinion, most comprehensive 
and we recommend that this Section be adopted as section 61 of the Act 
recommended by us· and Section 51 of the Bombay Act of 1925 be 
deleted. The relevant section proposed by us will read as under:-

SECTION 61-Bar of jurisdiction of Courts.-(1) Save in so far as 
is expressly provided in this Act, no Civil,or Revenue Court shall 
have any jurisdiction in respect of :-

(a) the registration ol a society or its bye-laws, or of any 
amendment of its bye-laws, or the dissolution of the committee 
of a society and the management of the society on dissolution 
thereon; or 

(b) any dispute required to be referred to the Registrar or 
his nominee or Board of nominees for decision ; 

(c) any matter concerned with the winding up and dissolu
tion of a society. 
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(2) While a society is being v.·ound up no suit or other legal 
proceeding relating to the business of such society shall be pro
ceeded with or instituted against the liquidator as such or against 
the society or any member thereof on any matter touching the 
affairs of the society, except by leave of the Registrar and subject 
to such terms as he may impose. 

(3) All orders, decisions or awards passed in accordance with 
this Act or the Rules shall be final subject .to the provisions for 
appeal in this Act and no such order, decision oi; award shall be 
liable to be challenged, set aside, modified, revised or declared 
void in any court upon merits or upon any grounds whatsoever 
except for want of jurisdiction. 
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CHAPTER VID. 

MANAGEMENT OF SOCIETIES. 

232. Efficient management of societies is .the key to the progress 
of the co-operative movement and we attach considerable importance 
to this Chapter which deals with the provisions relating to manage
ment of societies. The Bombay Act, 1925, has no separate Chapter 
dealing with this aspect of the law. The various sections which 
should have been legitimately grouped together in this Chapter have 
been scattered. The final authority, subject to Act, and the Rules 
and the byelaws is the members of society. The provision for giving 
them a voice in the management has been made in Section 12 (annual 
general meeting) and section 13 (special general meeting). The 
election of the managing commitee which manages the day-to-day 
affairs of the society is governed by the byelaws. The powers 
relating to the appointment of a new committee or removal of the 
existing members of a committee have been assumed by the State 
Government under Rule 48. Section 71 (2) (g) empowers the State 
Government to frame rules for the appointment, suspension and 
removal of the members of the committee 11nd other officers and for 
laying down procedure at meetings of the committee and for defining 
the powers and duties of the committee and other officers. Last year, 
a new Section, Section 46 (B), was added to the Act empowering 
the State Government to appoint an Administrator. 

233. It is true that these provisions together with the byelaws have 
served the purpose effectively. But we are of the view that powers 
such as those relating to suspension of the Committee are so drastic 
that they should be specified in the Act itself. The consequences of 
such suspension should also be dealt with by the Act itself. Besides, 
thP minimum functions of different agencies which manage a society 
also require to be specified. This Chapter deals with the main aspect 
of management. It covers (1) final authority of a society, (2) annual 
general meeting, (3) special general meeting, (4) committee, its 
powers and functions, (5) acts of societies not to be invalidated, 
(6) power to appoint Government nominees, (7) suspension of com
mitee, (8) nomination of commitee, (9) appointment of an adminis
trator, (10) appointment of managers, secretaries, etc., and 
(11) Registrar's powers to determine terms and conditions of employ
ment in societies, to enforce performance of obligations, and to seize 
the records of a society in certain circumstances. New provisions 
have been favoured in respect of 1, 4, 5, 6, 10 and 11 and the scope of 
the existing sections regarding other heads has been amplified. 

234. Final authority of a society.-Subject to the provisions of 
the Act, Rules and the byelaws, the final authority of a society is 
vested in the members themselves and it is but proper that the law 
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should recognise it. We, therefore, recommend that a new Section, 
Section 62 be added as under : --

SEcTION 62-Final authority of a society.-Subject to the provi
sions in this Act and the Rules, the final authority of every society 
shall vest in the general body ·of members in General Meeting 
summoned in such a manner as may be specified in the byelaws : 

Provided that where the bye-laws of a society provide for the elec
tion of delegates of such members, the final authority may vest in 
the delegates of such members elected in the prescribed manner 
and assembled in general meeting. 

235. Annual General Meeting.-Section 12 of the Bombay Act 
dealing with the annual general meeting requires every society to 
hold it within three months after the date 'fixed to make up its 
account for the year, permits the Registrar to· extend the period for 
holding such meeting by a period not exceeding three months and 
empowers the Registrar to disqualify any officer responsible for the 
default for being elected for a period extending up to three. years 
and to fine the servant of the society. In this connection, we beg 
to point out that the business before the annual general meeting has 
not been specified, but it is left to the byelaws. We are of the view 
that the minimum business to be transacted at such a meeting should 
be indicated in the Section itself. 

236. The object of the annuq.i general meeting is to provide an 
opportunity to the members to know fully the state of affairs of the 
society in the light of the information that is made available to them. 
The Companies Act, 1956, has, therefore, elaborate provisions dealing 
with the business to be transacted at the annual general meeting, 
apart from the provisions relating to the period within which these 
meetings have to be held. Section 210 of the Compames Act requires 
the Board of Directors of a Company to lay before the annual meeting 
a balance sheet and a profit and loss account. Section 211 prescribes 
the form and contents of the balance sheet and the profit and loss 
account. Section 215 requires that the balance sheet and the profit 
and loss account should be authenticated on behalf of the Board of 
Directors and the profit and loss account ~nd the Auditor's report 
should be attached thereto. Section 217 makes it obligatory for the 
Board of Directors to attach to the balance sheet its report and pres
cribes the points with which it should deal. Provision has also been 
made in the Companies Act, for filing the copies of the balance sheet 
with the Registrar of Companies and for the publication of additional 
information in respect of certain types of companies. 

237. We concede that Co-operation is mainly meant for persons 
with small means and the percentage of literacy in the rural areas 
is still low, but submit that the primary objEct of the annual general 
meeting is to apprise the members of the precise financial position 

J,·A Qb 2437-8a 
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of their society and the manner in which its business was handled 
during the preceding year. Unless, therefore, eleborate provisions 
are prescribed to ensure the disclosure of authentic information to 
the members, the object of the Act itself will be defeated, since the 
members will not be able to judge the· strength of their society. 
Secondly, the days, when as Sir Malcolm Darling described, the 
officers of the society remembered the transactions until the Secre
tary was available to write them down in the books, are over. 

238. Bombay State has made considerable advance in literacy, 
even in villages where the practice of submitting an elaborate report 
on the working of societies has been well developed. Besides, the 
average working capital of an agricultural credit society in Bombay 
State was as high as Rs. 11,553 in 1955-56 and with the accepted 
policy of promoting large-sized co-operatives, it should be possible 
for almost all co-operative societies in the State·to have a qualified 
personnel for managing their affairs. We have, therefore, come to 
the· conclusion that an elaborate provision in the Act on the lines of 
the one in the Companies Act will not be a handicap to workers in 
the co-operative field. On the contrary, it would enable societies to 
reach a better understanding with their members and would prove 
of great educative value to the public· at large. The co-operative 
laws in Germany and Sweden have the same provisions as those 
referred to in paragraph 233. Some of the provisions which we 
favour have already been incorporated in the Bengal Co-operative 
Societies Act. In order, however, to safeguard the interests of small 
societies, we recognise that the form in which the accounts are to be 
presented and the information is to be disclosed in the annual report 
of the Committee, should be left to the discretion of the Registrar, 
who should be vested with powers for framing the necessary 
regulations. 

239. A representation has been made to us that the period o! 
3 months for holding the annual general meeting is too short and 
this should be extended so that with the permission of the Registrar, 
a. meeting can be held within 9 months from the date of finally 
making up the accounts. We are afraid, that the importance of the 
annual meeting will be completely lost· and the objective will be 
defeated by permitting any further extension. Even the bigger 
societies have their branches confined to Bombay State and only 
a few have branches outside. Our enquiries show that they had been 

·experiencing no difficulty in getting in time the required statements 
of accounts, from their branches. As regards others, we do not think 
that any society can have any genuine difficulty in conforming to 
the formalities within the period presently prescribed and opine that 
for meeting the difficulties in exceptional circumstances, the Regis
trar's power to extend the period of 3 months is more than adequate. 
We, therefore, do not recommend any change in the existin~ 
provision in Section 12 ( 1), 
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240. In regard to the presentation of accounts, the present practice 
is to insist on income and expenditure accounts as well as profit and 
loss account in the case of all societies. This duplication, in our 
opinion, is superfluous. In the case of societies, where business is 
for profits, the profit and loss account is necessary. In the case of 
others, the same objective can be served by the income and expendi
ture account. We have, therefore, deemed it necessary to 
differentiate between the profit and loss ·account and the income and 
expenditure sccount. The changes suggested by us in sub-section (2) 
are only consequential. 

241. We, therefore, recommend that Section 12 of the Bombay Act 
dealing with Annual General Meeting be renumbered as Section 63 
and be amended as under :-

SECTION 63-Annual General Meeting.-(1) Every society shall, 
withh a period ·of three months after the date fixed for making up 
its accounts for the year under the Rules for the time being in 
force, call a general meeting of its members : 

Provided that the Registrar may, by general or speciat order, 
extend the period for holding such meeting by a period not exceed
ing three months. 

(2) At e:very annual general meeting of the society, the 
Committee of the society shall lay before the society a balance
sheet and vrofit and loss ac~ount for the year in· the manner 
prescribed by the Registrar by general or specific order for class 
or classes of societies. 

E:.rplanation.-ln the case of a society not carrying the business 
for profit, an income and expenditure account shall be placed before 
the society at the annual general meeting, instead of profit and loss 
account and the references to profit and loss account, profit,. and 
loss h this Act, shall be construed in relation to such a society as 
references respectively to the "income and expenditure account'', 
"excess of income over expenditure", and "excess of expenditure 
ovet income''. 

(.3) There shall be attached to every balance sheet laid before the 
society in a general meeting, a report by its Committee, with 
respect to : 

(a) state of the society's affairs, (b) amounts, .if any, 'Nhich it 
proposes to carry to any reserve either in such balance sheet or 
any specific balance sheet, and (c) the amounts, if any, which it 
reccmmends, should be paid by way of dividends, bonus and 
honorarium to the honorary workers. The Committee's report 
shall also deal with any changes, which have occurred during the 
year for which the accounts. are made up, in the nature of the 
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soc1etys business. The Committee's report shall be signed by its 
Chairman or any other member authorised to sign on behalf of 
the Committee. 

( 4) At every annual general meetin& the balance-sheet, the 
profit and loss account the Auditor's report and tile Committee's 
repP:t shall, be placed for adoption and such other business will 
be transacted as might be laid down in the bye-laws and of which 
a due notice has been given. 

(5) If default is made in calling a general meeting within the 
period or the extended period, as the case may be, as prescribed 
under sub-section (1) or in complying with sub-sections (2), (3) and 
( 4), the Registrar may by order declare any cfiicer or member of the 
Committe:e whose duty it was to call such a meeting and comply 
with sub-section (2), (3) and (4) and who without reasonable 
excuse failed to comply with sub-sections (1), (2), (3) and (4), dis
quali.C.ed for being elected and for being an officer or a member of 
the Committee for such period not exceeding 3 years, as may be 
specified in such an order and, if the officer ·is a servant of the 
society, fine r.J.m to an amount not. exceeding one hundr2d rupees. 

({?) Any fine imposed under sub-section (5) may be recovered in 
the manner provided by the Code of Criminal Procedure, 1898, for 
the recovery of fines, imposed by a Court as if such fine was imposed 
by a Court. 

242. Special General Meeting.-Section 13 of the Bombay Act, 
1925, prescribes the circumstances in which a special general meeting 
may be called. If the majority of the Committee decides, the 
holding of the meeting is optional. A suggestion has been made that 
instead .of "may" the word "shall", should be used. The courts 
have mterpreted the word "may'' to mean "shall" in certain 
circumstances. In actual practice, when the majority · d the 
Committee decides, it is impossible that such a special general 
meeting will not be held. We, therefore, reject the suggestion. It 
shall also be called within one month on the requisition in writing 
of one-fifth of the members of a society, or at the instance of the 
Registrar, or at the instance of an officer of a federal society to which 
the society has been affiliated. 

· 243. Certain witnesses pointed out that the requisition of one-fifth 
of the members involved a danger of such meeting being called on 
frivolous grounds and, therefore, "1/Sth" should be substituted by 
"1/3rd " .. Others pointed out that l/5th itself was a high ceiling in 
the case of big societies, especially those having an extensive area of 
operation. As regard the first point, we feel that an effective 
minority should have an opportunity to acquaint :he general body 
with it~ views on the fortunes of the society. This object will be 
defeated if the existing limit of l/5th is raised. At the same time, 
we concede that this laudable object will not be achieved in the case 
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of major bocieties, in respect of which one-fifth will be too big. We, 
therefore, r€commend that the necessary facility should be provided 
by the bye-laws of a society. 

244. The p:esent section compels holding of such a meeting at the 
instance of the Registrar and a suggestion has been made that the 
Auditor and an Enquiry Officer should also have slmilar powers. 
The functions of an Auditor and an Enquiry Officer are to report 
their findings to the Registrar and the law does not conceive of 
independe!:t ~ction being taken by any of them. True, in certain 
State Co-operative Laws, such a provision is found, but, we are 
afraid, it is redundant especially when the Auditor or the Enquiry 
Officer can make out a case before the Registrar and the Registrar 
can then demand such a special general· meeting. As regards the 
initiative of a federal society, the danger of two federal societies 
demanding the meeting simultaneously · apprehended in certain 
quarters seems to us unjustified. Even assuming theoretically that 
two federal societies will demand such a meeting, the officers calling 
such a meeHng being the same, can comply with the demand by 
holding only one such meeting. We do ·not, therefore, recommend 
any changfs in sub-clauses (2) and (3) except a nominal one i.e., 
substitution of the word "·Committee" in place of "officer", in 
sub-clause (3), since the Committee of a federal society alone is 
competent to act and the officer is the only agency to communicate 
that action. 

245. Though the Section provides for the holding of a special 
general meeting in certain circumstances, it may be that such 
a meetin~ may not be called by the Committee. It is aJso possible 
that the annual meeting itself may not be called under Section 12. 
We, therefore, consider it necessary to provide for such a contingency 
in order to ensure that the annual general meeting and the special 
general meeting are called. It is but natural that this power of 
calling meetings in such circumstances should be vested in the 
Registrar. We, therefore, propose to .Provide for this as well as for 
matters arising from such action. This includes the procedure for 
presiding over such meetings, the legality of their decisions and the 
payme'1t of expenses. The penalty for failure to call a special general 
meeting is also necessary and we propose to provide for it. 

246. We, therefore, recommend that Section 13 of the Bombay Act 
of 1925, be renumbered as Section 64, and should be amended as 
under:-

SECTION 64-Speciat general meeting.-(1) A special general 
mceFng may be called at any time by a majority of the Committee
and shall be called within one month, 

(i) on the requisition in writing of one-fifth of the members of 
the society, or of members the number of which is specified in the 
bye-laws for the purpose, whichever is lower, or 
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( ii) at the instance of the Registrar, or 

(iii) in the case of a society, which is a member of a federal 
society, at the instance of the Committee of such Federal 
society. 

(2) Where any officer or a member of the Committee whose 
duty it was to call such meeting and who, without reasonable 
excuse, failed to call such meeting, the Registrar may by an order 
declare such officer disqualified for being a member of the Com
mittee for such period not exceeding three years as may be speci
fied in such order, and if the officer is a servant of the society, 
impose a fine not exceeding one hundred rupees. 

(3) If the Committee or an officer or officers of the society refuse 
or farl to call a meeting in accordance with the Sf'ction 63 or 64 
( 1) or if in the opinion of the R:egistrar, there be no Committee or 
Officer or Officers competent under the Act, Rules and bye-laws to 
call the meeting, or if there be a dispute regarding the competence 
of the Committee, officer or officers to call the meeting, the 
Registrar shall have the power to call the meeting himself, in such 
manner and at such place and time as he .may direct and for con
sidering such matters as may be specified by him. At such meet
ing, the Registrar may either preside himself or authorise some 
other person by an order in writing to pre~ide and the Registrar 
or the person authorised by him to preside, shall have the power 
to conduct the meeting, and any resolution passed at the meeting 
shall be valid. 

( 4) The Registrar shall have the power to order that the expen
diture incurred in calling the meeting under sub-section (3) shall 
be paid out of the funds of the society or by such person or persons 
who, in the opinion of the Registrar, were responsible for the 
refusal, or failure to convene the meeting under sections 63 and 
64. 

247. Committee.-Although the members of a society are the 
masters and are expected to look after their society, the day-to-day 
affairs have to be entrusted to a Committee appointed by them. 
The composition and qualifications of the Committee therefore, 
assume a great significance. Certain disqualifications such as 
default, non-payment of dues, insolvency are usually provided in 
the bye-laws. Certain societies have gone a step further to provide 
a qualification in respect of share-holding. The Greek Law lays 
aown qualifications in respect of education and training for persons 
elicrible to seek election to the Committee. The importance of these 
qu~lification has been brought home by the failure of several socie
ties in this State. We, however, concede that the time has not 

·come to copy the provisions in the Greek Law in this country. We, 
_therefore, make no recommendations on this particular aspect of 
the problem of sound management ; but beg to urge tte Registrar 
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and federal institutions to use their powers and influence for ensur
ing that qualified and trained persons alone are elected to the Com
mittees. Since the Act has to provide for suspension of Committee, 
etc., we consider it necessary to provide a section in spite of the defini
tion of Committee given in section 2, dealing with management of a 
society by a committee, and its powers, functions and duties. 

· 248. Another point which requires to be covered by the Act 
relates to the validity of an Act even when certain defects in the 
appointment of the authority are discovered later on. The absence 
of any 5pecific provision is likely to encourage unnecessary litigation. 
The object of the Act should, however, be to prevent it. We note 
that the Madras Co-operative Societies Act (Section 6S) and the 
Bengal Co-operative Societies Act (Se~tion 131) have made the 
necessary provisions. We, therefore, recommend the addition of 
two new Sections-section 65 dealing "\Vith the committee, its 
powers and functions and section 66 for validity. of acts inspite of 
the defects discovered subsequently. The text of the Sections recom
mended is given below :-

SEcTION 65-Committee, its powers and functions.-The manage
ment of every society shall vest in a committee constituted in 
lccordance with this Act, the Rules and the bye-laws which shall 
exercise such powers and perform such duties as may be conferred 
or imposed respectively by this Act, the Rules and the bye-laws . . . ·' 

SECTION 66-Validation of Acts.-(1) No act of a society or a com
mittee or any officer done in good faith in pursuance of the business 
of the society, shall be deemed to be invalid by reason only of some 
defe>ct subsequently discovered in the organisation of the society cr 
in the constitution of the committee or in the appointment or elec
ti:m of the officer or on the ground that such an ofrlcer was disquali
fied for his office. 

(2) No act done in good faith by any person appointed under this 
Act, the Rules and the bye-laws shall be invalid merely by reason 
of the fact that his appointment has been cancelled by or in conse
quence of any order subsequently passed under this Act, Rules and 
the bye-laws. 

(3) The Registrar shall decide whether any act was done in good 
faith in pursuance of the business of the society anc: his decisi9n 
shall be final. 

~49. Power to appoint Government nominee.~.-To evercome the 
shortcomings arising from the position referred to in paragraph 247, 
Co-operation in Bombay State has developed the technique of rein
forcing the management of societies by representatives nominated to 
the committee by the Registrar and the financing agency. This is 
done under the bye-laws of a society. The question of nomination 
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~as, however, assumed c?nsi~erable import_ance in view of the concep
tion of State Partnership m Co-operatwn. The Scheme appoint
ing Government nominees has three aspects, viz. (1) the quantum of 
Government Nominees, (2) their powers and ·privileges and (3) their 
liabilities. The Rural Credit Survey Committee made its recom
mendations in 1954. The Government has not, however, reached the 
final decision. In the absence of a specific direction from the State 
Government on this issue, we have to rely on the co-operative opinion 
as expressed by the State Co-operative Conference and by the 
Bombay State Co-operative Banks' Association, and have formulated 
our proposals against that background. We therefore, request 
Gover~ment to ma~e appropriate changes in our recommendations if 
they are deemed necessary in light of the ultimate decision on the 
subject. 

250. The Rural Credit Survey Committee was of the view that 
ordinarily, Government should not be allotted more than three of 
the seats on the directorate for nomination of its representatives, 
At the same time, Government should, on certain specific matters, 
have overriding powers, for example, the power to reverse or modify 
the decisions of a society and to impose a decision of its own. The 
rnatt<::r to which these powers should be related fall broadly under 
two categories, viz. (1) financial policies, and (2) larger objectives of 
loaning policies. The Committee further suggested that detailed 
items under these heads should be worked out in the light of local 
conditions. 

251. After examining these recommendations the All-India Co
operative Congress held at Patna in March 1955. decided that Govern
ment nominees should not be more than one-third of the number of 
members on the Board of Directors or three directors, whichever 
was less. The Congress further recommended that special powers of 
the . Government should be confined only to the loan policy and to 
matters falling within the category of its financial policy and that 
Gove_rnment should not interfere in the day-to-day administration of 
a society. It also specified the conditions subject to which this inter
ference should be allowed. At the Sholapur Conference, siimlar 
views were expressed. The State Co-operative Council which dis
cussed the recommendations, felt that the power of veto should be 
used sparingly and that too in respect of policy matters and the 
quantum of Government nomination should not be more than one
tliird of the elected members of the Committee ana should not, in 
any case, exceed three. The Bombay State Co-operative Banks' 
Association, however, felt that only one nominee of Government 
appointed directly or through a Financing Agency would serve the 
purpose. On the basis of the foregoing discussions, we presume 
that co-operative opinion favours that the Government should nomi
nate not more than three representatives. The principle and the 
method of their selection are, however, administrative matter and 
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we do not consider that the law should restrict the freedom of the 
Government in regard to the choice of their nominees. For the 
purpose of the Act, it would be enough to lay down that Governme~t 
shall have power to appoint nominees on the Committee not exceed
ing three. 

252. A question arises as to whether the power of veto in the 
Government, as recommended by the State Co-operative Council, 
should be vested in the Government nominees. · In actual practice 
the presence of the Registrar's nominee and the representative of 
a Central financing agency at the meeting of a Committee: serves 
as a check against the Committee going the wrong way and .:when 
these· representatives are opposed to any decision, the tendency is 
either to postpone it or to abandon it~ Theoretically, it would be 
wrong to presume that the interests of the society can better be 
safeguarded by outsiders than the representatjves enjoying the con
fidence of the members themselves. We, therefore, opine that the 
power of veto should not be vested in the Government nominees 
and should be exercised either by the State Government or by the 
Registrar. This is again a matter, which should, in our opinion, be 
decided by Government in consultation with the representative co
operative opinion and need not be provided for in the Act itself. 

253. An ancillary pohlt arising from this is the proposal made 
by the Registrar that the nominated members may direct a society 
in writing to desist from taking action on any resoJlution of the 
managing committee or its sub-committee until it is approved by 
the Registrar and may appeal to the Registrar against the decision 
and the Registrar's decision should be final. We are, afraid, this 
provision is radically a departure from accepted co-operative princi
ples. If Government nominees differ from the elected members, 
they are entitled to record in the minutes of the commitee their 
dis:,:ent and, on so doing, the liability arising from the decision 
of the majority will rest on those who are parties to the decision. 
They might also inform the Government of the decision and the 
latter can take appropriate action. But to restrain the elected 
representatives will mean that the society has to be at all times 
at the mercy of Government nominees. In view of this; we do not 
think that any restrictive provision is necessary in the Act to curb 
the freedom of the Committee in the matter of taking a decision by 
a majority. 

254. The other point relates to the position of the Government 
nominees in respect of their duties, responsibilities and liabilities. 
We are of the view that the difference between an elected member 
and a nominated member should only be confined to the source of 
allegiance and there should be no difference between them in regard 
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to their right, duties and liabilities. We, therefore, recommend that 
the following new section renumbered as Section 67 be added:-

SECTION 67-Power to appoint Government nominee.-Where the 
State Government has subscribed to the share capital of a society, 
directly or through another society, or has guaranteed the repayment 
of the principal and payment of interest on debentures issued by 
or loans raised by a society, the State Government shall have the 
right to nominate not more than three representatives on the 
committee of such a society in such manner as may be determined 
by the State Government from time to time. The members so 
nominated shall hold office during the pleasure of the State 
Government or for such period as may be specified in the order 
under which they are appointed and such member on assuming 
office shall have all rights, duties, responsibilities and liabilities 
as if he is a member of the Committee duly elected. 

255. Suspension and nomination of a Committee and appointment 
of an Administrator.-Section 71(2) (g) empowers the State Govern
ment to frame rules in order to provi9e for the ~~ppointment, suspen
sion and removal of the members of a 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 
committees and other officers. Armed with this a,.thority, the 
Government has framed Rule 48, dealing with powers of the State 
Government to appoint a new Committee or to remove any or all 
members of a Committee. Last year, Section 46-B was added to 
the Act, providing for the suspension of the Managing Committee · 
and the · appointment of the administrator. Section 46-B requires 
the State Government to issue show-cause notice before issuing 
an order of suspension and appointment of an administrator. Rule 48 
does not prescribe how the members of a committee shall be removed, 
but insists that the new committee shall not consist of more than 
9 members and it shall possess the qualifications specified in the · 
bye-laws and can hold office for a period not exceeding 3 years, or for 
a period during which the member or members suspended we:-e 
entitled to remain in office. It further provides that except in the 
case of an emergency, the State Government shall consult the 
Chairman of the financing agency to which the society is affiliated 
and give an opportunity to the committee or members of the society 
to show cause why such an order should not be made. The bye 
laws of supervising unions also empower them to suspend the mana 
ging committee of a society in consultatiqn with the financing banks. 
The Bombay Provincial Co-operative Institute has suggested that 
these powers of suspension should be exercised by the federal 
societies subject to an appeal to the Registrar. 

256. · The position in respect of suspension or nomination of 
a Committee requires to be codified properly. Firstly, there must be 
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:nismanagement of the affairs of a society. We submit that " mis
management" should be defined by the Rules. Secondly, it is neces
sary to lay down the procedure for suspending the committee or 
any of its members. Equity demands that the society should have 
a notice of the intention to supersede the committee and the 
committee should have an opportunity to be heard by the authority 
concerned. Suspension of a Committee is by itself a drastic step 
and proper safe-guards against the misuse of the powers have to be 
provided for. The Bombay Act ·and the Rules provide that prima 
facie case has to be made out as a result of audit, inspection or 
inquiry or otherwise and the financing bank, representing probably 
the only strong federal society, should be consulted. In extraodinary 
circumstances, however, immediate action is necessary, even by doing 
away with the procedure, in order to prevent a Committee from 
frittering away the assets of the society. ·A view has been expressed 
that such a provision shall be ultra vires. the Constitution and we 
urge the Government to examine the legal aspect of this particular 
provision which is in the Rules and which we·-consider absolutely 
essential for serving the objectives of such a drastic· step. 

257. The next question is as to who shouid have the power to 
suspend. In Bombay, the State Government has assumed this power, 
but in Uttar Pradesh and several other State.> this power has been 
rightly vested in the Registrar. We opine that in the hterest of the 
Co-operative Movement and to avoid procedural delays in matters 
in respect of which time fa·ctor is important, this change is overdue. 
Though the initial order for suspension might provide for a specific 
period the change of circumstances might necessitate either an 
cxten.::.ion or shortening of the period of suspension and this should 
also be provided for. 

25'1. Instances have come to light that the period between the 
sus}.Jension of a Managing Committee and the nomination of a new 
committee or of an administrator is the period during which there 
is every danger of the society's record being destroyed or misplaced 
or funds frittered away. There is also a time-lag between the 
suspension of the Committee and the nomination of a new one and 
during that period the society's business is hampered. We consider 
it important to provide in the law for meetin.s both these contin
gencie::;. It is also necessary to ensure that the suspended committee 
nand:> over the records and the assets of the society to its successor. 
In connection with the first two contingencies, the objectives will 
be served by providing that the charge shall be handed over to the 
persGn mentioned in the suspension order as competent to take 
over the charge. This person may be either an individual officer or 
a federal society. As regards the third contingency, section 49 of 
the Travenkore-Cochin Act is salutary and we propose to draw on 
it whtJe making a suitable recommendation. 
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259. A point to be noted in connection with the nomination of 
a Committee is that where a Committee is suspended, persons 
agreeing to be nominated are generally reluctant to take the office. 
If, therefore, the choice of such persons is to h.~ confined to those, 
who possess the qualifications prescribed in the bye-laws, it might be 
extremely difficult to secure the right type of persons. We 
recommentl that this restricted clause should be deleted. 

260. In certain cases, it would be desirable to appoint an 
administrator and an advisory committee to advise him. We have 
also provided that the acts, etc., of the nominated committee and 
the 3dministrator shall be binding on the society and the past 
comiT~ittee elected thereafter to which the char-ge is given after the 
peric.d of appointment expires. We, therefore, recommend that the 
existing Section be divided into 3 Section9, i.e., suspension of 
a committee (Section 68), nomination of a committee (Section 69) 
and appointment of an administrator (Section 70), and these should 
be as under :-

SECTION 68-Suspension of committee.-(1) If at any time, 
whether in the course of or after an . enquiry held und.er 
Section 80 or inspection made under Section 81 or and if, the Regis
trar has r-eason to believe that the committee or any of its members 
or any officer is mismanaging or has mism:maged the affairs of 
a society or is negligent of the performance of the du.ties, imposed 
on It or him, as the case may be, by the Act or the Rules or the 
bye-laws or is otherwise acting in a manner likely to be prejudicial 
to the interest of the society or is otherwise not functioning 
properly, the Registrar may give notice to the Committee or any 
of its members or any officer to show cause why it should not be 
dissolved and any of its members or any officer should not be 
removed from office. 

Provided that where the Registrar is satisfied that the issue of 
such a notice is likely to result in the frittering away of the 
assets of the society or in the destruction or misplacing of the 
record of the society, the Registrar may dispense with the issue 
of notice to the committee or any of its members or any officer 
as the case may be. · 

(2) If after giving such notice subject to the proviso in sub
section ( 1) and after considering the explanation. if any, given 
by mch person the Registrar is satisfied that the Committee or 
any of its members or any officer is mismanaging or has mismanag
ed the affairs of the society or is negligent of the performance of 
the duties imposed on it or him as the case may be by the Act or 
the Rules or the bye-laws or is otherwise 3.cting in a manner likely 
to be prejudicial to the interests of the society or is otherwise not 
functioning properly, the Registrar may, notwithstandin.~ any
thing contained in this Act or the Rules or the hyelaws, dissolve 
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the Committee and remove all its members or remove any of .its 
members or any officer from the office and direct the committee or 
any of its members or any officer to hand over the charge of the 
rec01 ds and properties of the society to a person or persons 
appointed by him for holding the same in custody. 

(3) If the Committee which has · "Qeen dissolved under sub
sec~ion (2) or any of its members or any officer who has been 
removed under sub-section (2) refuse to ha'!'l.d over charge of the 
rPcords and properties to the person authorised by the Registrar 
under sub-section (2), person or persons so appointed by the 
Registrar may apply through the Registrar to the Magistrate, 
within whose jurisdiction the society functions to take steps to 
secure the records and properties and the M~gistrate may for this 
purpose enter and search any place where ·P.e has reason to believe 
that they are kept and may by warran.t authorise any Police 
Offker, not below the rank of Sub-Inspector, to enter and search 
in such place or to seize such records and properties. The records 
ar.d properties so secured shall be handed over to the person or 
perscns authorised by the Registrar as the cas.~ may be. 

SECTION 69-Nomination of Committee.-(1) Where a committee of 
a society has been dissolved and removed frum office or any of 
its members or any officer has been removed from office under 
Sect.ion 68, the Registrar may appoint a new committee consisting 
of one or more members of ,the society or appoint a member or 
members of the society or officer or officers as may be considered 
necessary in place of the member or members or officer or officers 
so removed and such person or persons, as the case may be, shall 
hoJd office for a period not exceeding 2 years, as may be directed 
by the Registrar, from the date of his or their appointment : 

Provided that the Registrar may from time to time extend such 
pel ~~d, but the total period of the appointment including the 
extended period shall not exceed 3 years in the aggregate : 

Provided further that the Registrar may, if he is satisfied that 
it is not necessary in the interest of the society to have its affairs 
managed by the person or persons appoi~ted under this sub
sect:on, cancel the order and the person or persons so appointed 
shall cease to hold office notwithstanding the period for which 
suc!1 person or persons, as the case may be, were so appointed. 

(2J Person or persons so appointed under sub-section (1), shall, 
suhjEct to the control of the Registrar and b such i:lstructions 
as he may from time to time gjve, perform the duties and 
exercise the powers of the members of the committee or officers 
of the society, as the case may be, notwit?standing anything 
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contained in the bye-laws of the society regarding the qualifica
tions of members for being members of the Committee. 

(3) The Registrar may fix the remunel'alion payable to the 
perscn or persons so appointed and the amount of suC'h remunera
tion and the other cost, if any, incurred in the management of 
the society shall be payable from the funds of the wciety. 

( 4) Where a Committee has been appointed by the Registrar 
under sub-section ( 1), the committee shall, beforE' tl;le expiry of the 
period of its appointment, arrange for the constitution of a new 
committee in accordance with the bye-laws of the society and shall 
hand over the charge of the records and J.iroperties to the new 
committee at the expiry of the period of its appointment. All 
acts done or purported to be done by the committee appointed 
under sub-section (1) during the period the affairs of the society 
were carried on by the committee shall be binding en the new 
committee and society. 

SECTION 70-Appointment of an Administrator.-(1) Where the 
Registrar has suspended a committee of a society under Sec
tion 68 and is satisfied that it is desirable in the interest of the 
sociPty to have its affairs managed by an administrator, the 
Registrar may, by an order published in the Official Gazette, 
appomt an Administrator to carry on the affairs. of the society. 
The Administrator so appointed need not be a member of the 
society and shall hold office for such period not exceeding 2 years 
as may be specified by the Registrar : 

Provided that the Registrar may from time to time extend such 
pericd, but the total period of his appointment including an 
extended period shall not exceed 3 years in the aggregate. 

(2) The Administrator may be assisted and advised by such 
persons not exceeding. five as may be appointed by the Registrar 
and shall, subject to the coritrol of the Registrar. and to .such 
instructions as he may from time to time give. exercise all tht> 
powers and perform all the functions of the committee of the society. 

(3) The Registrar may fix the remuneration payable to the 
Administrator and person or persons appointed to assist and advise 
him· and the amount of ~uch remuneration and any expenses of 
the management shall be payable out of the funds of the society 
within such time or at such intervals as the Registrar may fix. 
If :mch remuneration or expenses are not paid out within the time 
or at the interval fixed, the Registrar may make :.n order directing 
the person or persons having custody of the funds of the society 
to pay to the Administrator such remuneration and expenses in 
pli,.rity to other charges, except the land revenue, the arrears of 
the land revenue or any sum recoverable from the society as 
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arl'f'ars of land revenue and he or they shall, so far as the funds 
to thE: credit of the society admit, comply with the order of the 
Hegistrar. 

( 4) If at any time during any period or extended period. referred 
to L"l sub-section (1) it appears to the Registrar that it is no longer 
necessary to continue to carry on affairs of the society as afore
~aid, the Registrar may by an orde_r direct that the management 
of the society shall be handed over to a duly constituted ccmmittee. 
Up~n the election of such committee, the Administrator shall hand 
O\"Er all the records and properties to the ~ormnittee so elected and 
all nets done or purported to be done by th~ administrator during 
the period the affairs of the society were carried on by them _shall 
be binding on such Committee and the Society. 

261. Appointment of Managers, Secretaries and other Officers.-No 
Act in any State vests the powers in the Govertunent or in a :."ederal 
society to appoint Managers, Secretaries and· other officers to manage· 
the affairs of a society. The West Bengal Act enables the Govern
ment to depute such an Officer at the request of the society only. 
In Mysore, Rules have been framed laying down the qualifications 
of Secretary and Managers, etc.. while in Madras qualifications for 
officers of Central Banks have been prescribed by the Rules. In 
Ajmer, under the Rules, Central Banks, Mortgage Banks and 
societies running commission shops and engaged for the execution 
of awards are required to appoint their officers with the approval 
of the Registrar. In Bombay State, in spite of the absence of any 
specific provisions in the Act or the Rules or the byelaws, - the 
Registrar is in a pos:tion to use his influence and persuade a society 
to tone up its administration by accepting as its Executive Officer 
or other officers, persons from his Department or from the State 
Co-operative Bank. For the purpose of this arrangement the co-. 
operative spirit is fully demonstrated by all concerned. In the 
former Hyderabad State of which Marathwada was a part, the. 
departmental officers used to be appointed as executives of major 
societies including central banks. In Vidarbha, the byelaws of the 
apex bank enable it to lend the personnel or take O\"'er the manage
ment of central banks, while the Registrar lends the services d his 
officers to man major non-credit societies. In the future set up of 
the co-operative development, the efficient working of societies will_ 
become absolutely necessary and its importance will be all the 
greater having regard to the fact that the State Government is to 
provide funds for strengthening the capital needs of Societies and 
the financing agencies are expected to meet their credit needs in full 
It is with the hel_!:> of this financ~al strength that the societies are 
expected to promote " better living, better business and better 
methods of production " and act as effective instruments of the_ 
economic development of the Country. 

L·.\ Qb 2437-9 
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262. Viewed against this background we attach considerable 
importance to the Executive Officers of the societies without mini
mising the importance of the role of honorary workers. The Rural 
Credit Survey Committee has recommendeq the creation of two 
cadres, one for manning the co-operative credit institutions nandling 
rural credit and the other for non-credit societies including market
ing and processing. The Expert Committee on the working of the 
Bombay Agricultural Produce Markets Act had also reco:::nmended 
the creation of a pool of officers in the Co-operative Department for 
meeting the requ~rements of the Market Committees in the matter 
of executive personnel. This particular aspect of the management 
problem has to be tackled at the administrative level so far as the 
detailed arrangements are concerned, but the principle has to be 
recognised by law so far as the societies are concerned. Similarly 
it is necessary to prescribe the qualifications of the personnel. 
Obviously no Act can prescribe the qualifications in detail and these 
must be relegated to the Rules. 

263. So far as the Act is concerned, we are of the view that it 
should empower the Registrar to prescribe the qualifications for the 
different types of personnel· required by ·societies and to depute 
persons to societies which are not in a position to secure a q11alified 
person. In making this recommendation we do not wish to restrict 
the Registrar's freedom of choice. The Rural Credit ~'.lrvey 
Committee had recommended that the pool of officers for co
operath•e creda societies should be created by the State Co-operative 
Bank while that for non-credit institutions should be administered 

· by the· State Government. The Government of Bombay h;ts, how
ever, favoured that both the pools should be created in the State 
Co-operative Bank, but no final decision has been reached on this 
subject. · Because· of this uncertainty and for reasons stated earlier 
we· think it would be proper to leave the details about the !"lode of 
rec!uitment, etc., for administrative decision. The only contro
versial point in this context is whether the appointment of Managers, 
etc., should be subject to approval of the Registrar. The official 
viewpoint is that this should be so in the case of societies to which 
the_ State Government extends financial assistance in the shape of 
share capital, loan or any other form. The co-operative opinion ln 
State is not reconciled to this viewpoint on the ground that it is 
the primary function of a society to know its own interest and to 
appoint such persons as in its opinion are competent to serve it best. 
we share this view. 

264. In view of the above, we recommend that the law should 
empower the Registrar to prescribe qualifications required by the 
persop.nel and to direct a soCiety to appoint a person of his- c:Poice 
o':nly when it is unable to appoint a qualified person. The new sec
tion, section 71, suggested below provides for these two matters but 
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excludes from its scope the requirement of getting the· Government's 
approval to such LG.ppoin.tm~ts_ si!l~ th.~ principle ~nvolved euts ~t 
the very root of Co-operation .. -

SECTio~ 71-Appointment of Managers, Secretaries and other 
officers.-(1) No society shall appoint a Manager, Secretary 6r 
Accountant or any other officer unle5s he holds the qualifications 
which the Registrar may prescribe from time to time for ·the 
employees or a class of employees of . any society or class· of 
~~~ -

(2) Where the Registrar is satisfied that a society is unable to 
appoint a person so quaLfied as a· Manager or Secretary or' an 
Accountant or any other Officer, he may direct the society to 
appoint such person as he may consider fitJor being appointed and 
on such terms as he may deem fit and the. society shall be bound 
to appoint such a person. 

265. Registrar's power to determine terms of employment in 
societies.-The relations between employees and employ~rs are 
determined at present under the Industrial Relations Act and tile 
Industrial D:sputes Act. There are also several other laws in force 
affecting these relations: The Factories Act, regulates hbour in 
factories. The Workmen's Compensation Act provides !or compen
sation to workmen for hazardous work. The Indian Trade Unions 
Act seeks to safeguard and promote the legitimate interests·· of 
workers by protecting them· fi-om civil and criminai liability for 
their activities. The Pa:yment of Wages Act is intended to- regulate. 
the payment of wages to certain classes of persons ·employed· ·in 
industries. The Minimum Wages Act seeks to secure the welfare of 
workmen in a competWve market by fL"ting the minimum Jjmit of 
wages. The Employees' Provident Funds Act is designed to mak~ 
provident fund compulsory for employees in certain categories of 
industries and to provide for the administration of such funds. ·The 
Employees' State Insurance Act gives effect to the State Insutahee 
Scheme for workers. Besides, there is the Bombay Shops and 
Establishments Act, and similar laws in the component parts of the 
State for regulating the working hours, holidays, etc.; in respect~of 
Shop Assistants. 

266·. With the gro\\1:h of the co-operative movement the problem 
of the relations between societies and their employees has· assumed 
significan~e. Ewn a society as an employer cannot object to legis ... 
lative measurer. designed to give a fair deal to the employees consist~ 
ant with its paying capacity. Although this broader aspect of the 
industrial J.Toblem cannot be ignored, the fact remains thah.:ocieties 
as employers stand on a footing different from joint-:;tock companies 
and· other proprietary concerns. This is firstly because in the~ase of 
societies, ad:11inistrative strength is mainly provided by the,members 

. L-A Qb ~437~9a 
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tllemselves. Secondly, the societies have no. profit move. Thirdly, 
the empl~yees themselves can. become a part· of the employers by 
enrolling themselves as members and seize· the opportunity of 
participating i11 the management ~din the .benefits which a sodety 
might provide for its members. Finally, it may be noted that where
as joint-stock companies and proprietary concei:ns are capitalistic in 
outlook, societies are socialistic. In regard to the paying capacity also 
the standards differ. A society essentially belongs to s-:naH men with 
small means and though there are certain exceptions, by and large, 
the paying capacity of societies cannot in any way be compared with 
that of capitalistic concerns. The Constitution of India recognises 
these characteristics of societies. 

267. These considerations demand, in our opmion a separate treat
ment for societies in respect of labour laws without sacrificing the 
legitimate rlaim of the employees in the co-operative movement of 
a fair deal to themselves. Obviously, therefore, even societies have 
to conform themselves to the basic laws in the country though in 
do~ng so they might experience genuine difficulties. Thus for 
instance no S;)Ciety is, in our opinion, entitled to seek exemption from 
the Factories Act and the Workmen's Compensation Act, the Payment 
of Wages Act, the Minimum Wages Act, the Employees' Provident 
Fund Act, the Employment of Children Act and.the Employees' State 
Insurance Act. In the case of Shop Act, however, certain basic 
difficulties are experienced by societies. Thus, for instance, a credit 
society has to provide working hours to suit the convenience of its 
members and even though the aggregate number of nour::, might be 

·.the same as those prescribed in the Act, the spread-over might be 
longer than what is permitted under the Act. Secondly, during the 
busy season, which lasts for about three months, the employees of 
co-operative banks and marketing co-operatives have to work longer. 
T,rue, additional temporary staff can. be engaged, but the nature of 
·w.ork. is. such that it cannot be carried out by such staff.· Since the 
op~ration of the' Act has proved restrictive . to · t:C.e . growth· of 
co..-operatiou, we urge the Government to examine the problem. The 
subject matter falls outside our terms of reference and, therefore, 
we a~e unable to make any recommendation on the Shop Act. 

268. The position in regard to Industrial Disputes,· howe:ver, 
stands on a difie:r;ent footing and we are of the view :hat this is 
within the scope of our terms of references. The subject matter has 
been presently covered by Section 54 which empowers the Registrar 
to decide or to refer to his nominee for decision a disput·~ between 
a 'society and his employees. The question .then is whether for 
resolving such disputes the Bombay Co-operative Societies Act Should 
be applicable or the Industrial Disputes Act. Until 1·ecently the 
latte:r Act W~S not. invo;kec!_for: settling disputes between societie~ and 
~heir cr,np!_oye_e_s. -In: _a· r~cep.t . case, . however.. the Hon. IV!r. Chief 
Justice Chagla held that because the relevant notification making the 
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Act 'applicable to the Banking Industry did not specifically exclude 
co-operativ..:- banks from the operation of the Act, it was to be 
presumed that that Act was appHcable. On this basic assumption he 
proceeded to decide a dispute between a co-operative bank and'-its 
employees and on the basis of his judgment, the Commissiorie.J! of 
Labour has proceeded with the framing of the· standing orders, for 
co-operative banks. One of the provisions in this Act, is that every 
employee f,etting less than Rs. 300 ·comes within the :::cope of this Act 
and in small bc..nks even . the Manager does not get Rs: · 300 .. - As 
a result n wciety can be pitched up against its own Manager: The 
authorities under the Act are the Works Committee, the· Conciliation 
Officers, Boards of Conciliation, the Courts of Enquiry; the Labour 
Courts. anrl Tribunals. In effect a society coming within the purview 
of the Act has to deal with all these authoriti~s. We submit that- the 
growth of ell-operation will be hampered by, bringing it ·within the 
purview of the Industrial Disputes Act and the Industrial Relations 
Act and even justice to their employees may be· ·delayed. 

269. Dispu!es between employees and employers relate mainly to 
terms anu conditions of employment and we concede that an impartial 
machinery for setUing the dispute is necessary. The Acts contem
plate special type of machinery. In case of societies, the Co-operative 
Societi.es Act has be~n specially designed to simplify the law, to save 
expenditure on litigation, and to place -the matters relating to the 
workin.~ of societies beyond the jurisdictio.n of Courts. This has been 
done by vesting the powers of the Court in the Registrar and provid
ing machinery of arbitration fbr the settlement of disputes. At the 
Bombay Act stands today, employees can refer their dispute to 
Registrar for arbitration under Section 54. We hope !hat employ'ees 
will not allege that the Registrar will be partial to societies. We, 
therefore, recommend that disputes between societi~s c.nd their 
employees shDuld be resolved by the Registrar or his nomi!lee only. 
The Madras Committee on Co-operation 1955-56 has· also taken 
a similar view and recommended to the Government. of' Madras to 
exclude disputes touching the business of societies-between a society 
and its employees from the scope of labour legislation arid exempt 
societies from the operation of certain laws. In making this 
recommendation, however, we also wish to ensure that a fair deal is 
assured to the employees of societies and, therefore, suggest that the 
necessary ruics for governing the terms of employment and working 
conditions for different classes of society should be framed by the 
Regic;trar. To serve these ends, we recommend a new Section
Sectbn 72-as below :-

SECTJO~ 72-Registrar's power to determine terms of employment 
in societies.-( 1) The Registrar may from time to time frame rules 
governing thf: terms of employment and working conditi•)nc; in 
a society or a class of societies and the society · or the class· of 
societies to which . such terms. Of• ~mployment ancl-·-Of. WGf-kmg 
conditions are applicable shall comply with the order that. may 
be issued by the Registrar in this behalf. 
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· {2) Where ·ctisp).lte including a dispute regarding term:,; of employ.· 
ment, ·working conditions and disciplinary action taken by 
a socie~y arh:es between a society and its employees, the Reg1strar 
or ·any official appointed by him not below the rank of Assistant 
Registrar shall decide the dispute and his decision shall be binding 
oh the·.society and its employees. 

'270. · Registrar's powers to enforce performance of obliga.tions.
Rule 17 framed under the Bombay Act empowers th~, Registrar to 
order a 5ociety to submit statements and periodical returns of 
receipts and disbursement on such date and in such iorm as he may 
prescribe, Rule 17-A empowers him in case of failure by society to 
submit .any statement or maintain any account ::>r books as pres
cribed, to depute an officer of the State Government to prepare the 
necessary ::;tatement, etc., at the expense of the ··ociety anQ_ such 
expense shall be recoverable from the society as recovery of funds 
due to Government. In this context we beg to point out that !~ 
would not be equitable to penalise· a society for the fault of its office
beare:rs, since the real culprits are the latte.r. Therefcr.e, the cost 
should be recovered from the officers. Both the Rules are also 
restri'ctive in their scope inasmuch as the Registrar has no power to· 
di.tect ~ society to take action in other matters. It has been broug'ht 
to .our notice, for instance, that arbitration proceedings in respect of 
recovery of dues are not instituted in time and where the awards are 
obtained,. they are not promptly sent for execution. The arm of the 
law has, therefore, to be extended. 

271.. We find that Section 129 of the Bengal Co-ope::ati•1e Societies 
Act, 194•1, js comprehensive. It covers the failure of officers in respect 
of any action which a society is required to take under the Act, ihe 
Rules and the bye-laws and requires the officer guilty of negligence to 
pay to- the assets of the society compensation. In suggesting the 
following section, we have taken note of the provisions in the existing 
R\J.les under the Bombay Act and the relevant section in the Bengal 
Act. As .a result we recommend that the following new section be 
added:.-

SE!cTroN 73-Registrar's power to enforce performance of ob1iga
tions.-(1) The Registrar may direct any society or class of 
societ!es to keep proper hooks of accounts. with respect to all sums 
of money received and expended by the society and the matters 
in respect of which the receipt and expenditure take place, all sales 
and p~rcha~~ of goods by the society and the assets and liabilities 
of the society and to furnish such statements and returns as he may 
requite from time to· time and ·the- officer- or officers of. the society 
$a1I b~·:eoi!iid te ~amply-.wjtn his· ~rd_er within the· period speCified 

therein~ 
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(2) Where any society is required to take any action under this 
Act, the Rules or the bye-laws or to comply with· the order made 
under sub-section (1), and such action is .not· taken-

,a) within the time provided in this Act, the Rules or the bye~ 
laws, or · 

(b) whE'n: no time is so provided, within such time~ having 
regard to the nature and extent of the action to be taken, as 
the Registrar may specify by notice in . writing, the Registrar 
may himself or through a person authorised by him take such 
action at the expense of the society and such expense shall be 
recoverable from the society as if it were an arrear of land 
revenue. 

(3) Where the Registrar takes action under sub-section (2), the 
Registrar may call upon the officer or officers of the society whom 
he considers to be responsible for not complying with sub-section ( 1); 
and, after giving such officer or officers an opportunity to be heard, 
may require him or them to pay to the society the. expenses paid or 
payable by it to the State Government as a result of their failure to 
take action and to pay to the assets of the society such sum not 
exceeding Rs. 25 as the Registrar may think fit for each day until 
the Registrar's directions are carried out. 

272. Power to seize records.-In the course of our enquiry instances 
were brought to our notice in support of the view that under the 
existing law where the officers of a society apprehend that the 
Registrar is likely to order an enquiry or . inspection or ta:Ke any 
other action which will ultimately result in penalising them, they 
attempt to destroy or misplace the records of the society m order 
to withhold the evidence which can result in their conviction. The 
opportunities for destroying the records, etc., are also provided during 
the period intervening between the issue of a show-cause notice. and 
t!:e order thereon. This unsocial activity can only be curbed if the 
Registrar is vested with powers to seize the record~, etc. -of the 
society. In Assam, the authorities were confronted with a similar 
problem and the remedy which we have proposed was prescribed 
under section 96 of the Assam Co-operative Societies Act. In view 
of the practice noticed during the p~st few years among such officers, 
we recommend the following new section: -

SEcTION 74-Registrar's power to_ seiz~ records, _et_c.-(1) Where 
the Registrar is satisfied that the books and records of a society are 
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likely to be tampered with or destroyed and the funds and pro
perty of a society are likely· to be misappropriated or misapplied, 
the Registrar may issue an order directing a person duly authorised 
by him in writing to seize and take possession of such books flnd 
records, funds and property of the society and the officer or officers 
of the society responsible for the custody of such books, records, 
funds and property shall give delivery thereof to the person m 
authorised, 

, (2) Any Officer or Officers of such society failing to comply with 
the Registrar's order made under sub-section (1) shall be liable 
to be . punished with imprisonment extending up to 6 months or 
with fine wh'ich may extend to Rs. 1,000 or both. 
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CHAPTER IX. 

AUDIT, INQUIRY, INSPECTION AND SUPERVISION. 

273 .. Audit, inspection and supervision are the. methods whereby 
a constant check is maintained on the operations of and poiicies 
pursued by societies. Audit serves as a watch dog and is the statu
tory responsibility of the Registrar under the present Act. Inspec
tion is of two types, routine and statutory. The law does not provide 
for routine inspection specifically but the bye-laws of federal societies 
provide that they are entitled to inspect the affairs periodically of 
the affiliated societies. The Co-operative Department also undertakes 
routine inspection. The Act provides for statutory inspection in 
certain circumstances. This statutory inspection together with en
quiry, is usually a prelude to taking actiqn against a society if its 
affairs are mismanaged. Supervision is undertaken both by the 
Department and federal societies and an elaborate structure with 
supervising unions at the bottom and .a Board of Supervision at the 
apex has been built up. The position in all these respects is, how
ever, fluid as can be noted from the number of cases of misfeasance, 
etc., and there is considerable scope for strengthening the machinery 
which is covered by this Chapter. Administrative problems are 
out-side our terms of reference and we have refrained from making 
any specific recommendations thereon but we hope that these wlll 
be examined by the Registrar since without an effective solution for 
them the legal provisions wm not serve their purpose. 

274. This Chapter seeks to cover different aspects of audit, inquiry, 
inspection and supervision. The subjects treated are (1) audit and 
audit fees, (2) powers and duties of auditors, (3) auditor's report, 
( 4) penalty for auditors, (5) rectification of defects in accounts, 
(6) inquiry by the Registrar, (7) inspection of books of indebted 
societies, (8) costs of enquiry and inspection, (9) recovery of cost, 
(10) Registrar to bring defects disclosed in enquiry or inspection to 
notice of society, (11) power of the Registrar to recover damages 
against delinquent promoters, and (12) constitution of an authority 
to supervise the working of societies. The provisions relating to 
audit are presently covered by Section 22 in Chapter IV relating to 
duties of societies. We have amplified their scope and added two 
new sections to provide for Auditor's !eport and penalty for auditors. 
The scope of the sections relating to inspection and inquiry has also 
been amplified and a new provision has been made for facilitating 
the constitution of an authority to supervise the work of societies. 

275. Audit and audit fee.-Section 22 of the Bombay Act deals 
with audit, its scope and powers of Audjtors. The question as to 
whether audit should be entrusted to the Department or a professional 
auditor or to federal bodies has been discussed during . the past 
30 years at various levels, but there has been no unanimity on the 
solution to the problem of ensuring efficient, timely and speedy 
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audit. So far as the law is concerned it fixes the responsibility of 
statutory audit on the Registrar and has given him the discretion 
of auditing the accounts himself or getting_ them audited· by persons 
authorised by him. For the purpose of our enquiry, therefore, the 
merits of the different agencies are irrelevant We have, therefore, 
refrained from examined them. 

276. The law requires that the accounts of a society must be 
audited once at least in every year. It may be that audit once in 
a year may not necessarily relate to the financial year of the ~CJciety 
and may not be completed before the accounts are presented to the 
annual general meeting of such society. We, however, )pine that 
the audit of accounts is so vital to the orderly working of a scciety 
that the members should be assured in the general meeting that the 
accounts are properly maintained and the statements show a true 
position. It is. not possible for all societies to appoint internal or 
local auditors on financial grounds. But we think that a s•)ciety 
with a working capital of 1,00,000 rupees and more should not 
experience any difficulty in appointing such an auditor to ;. uJit the 
accounts though we concede that this expenditure will be in addition 
to the fees payable in respect of the statutory audit. To avoid 
genuine hardships to societies, we propose to empower the Registrar 
for exempting a society or a class of societies. Until the Registrar 
is able to arrange for the. completion of the statutory audit for the 
financial year of a society before the annual meeting, this supple
mentary audit must be considered as necessary evU. In any case, 
the tendency to present unaudited accounts to the annual meeting 
has to be curbed. We, therefore, recommend that section 22 (1) of 
the Bombay Act be deleted and a new sect:on-section 75- be in
serted as under ; -

SEcTION 75-Audit and audit fee.-(1) The Registrar shall by 
himself or by some person authorised by him in writing by beneral 
or special order in this behalf audit the accounts of every society 
once at least in every year and shall recover from such society 
such fees as may be prescribed. 

(2) Notwithstanding anything contained in sub-section (1), every 
society ha\'ing a working capital of Rs. 1,00,000 and over shall 
appoint an Auditor to audit its accounts for the financial year and 
the report of such auditor shall be placed before annual general 
meeting foUowing the completion of the financial ye.ar. The 
Registrar may, however, for reasons stated in the order, exempt 
a society or a class of societies from the provision of sub-section (2). 

277. Powers. and Duties of Auditors.-section 22 of the Bombay 
Ac·t to 'which a reference has been made in the preceding paragraph 
lays down that the auqit. shall include an ·examination. of o_verdu.e 
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debts, if any, the verification of cash balances and securities and a . 
valuation of assets and liabilities of the society. The same section 
lays down that the Auditor shall have free access to the books, etc., 
and the Directors,· Managers and other officers of the society shall 
furnish him all information relating to the transactions as he may 
require. The auditor has also been empowered to summon at the 
time of his audit any officer, etc., of the society for giving information 
and to require the production of books etc. It may be noted in 
this context that it is physically impossible for an auditor, howso
ever highly qualified he may be, to undertake valuation of the assets 
and [abilities of a society. In fact there is no question of valuing 
the liability because the accounts, if they are correct, should dis
close the precise extent of the liability. It is in respect of the 
valuation of the assets that there is a d.anger of the value being 
over-estimated. The auditor can no doubt .use his commonsense and 
check the society's statement but we are afraid that auditors will 
be put to unnecessary trouble if they were burdened with the 
responsibility of valuing the assets. Even in the case of audit of. 
Companies, the auditors rely on the certificate given by the 
Managing Agents and this practice has been recognised by lqw. We 
favour a similar change in the Act. Section 22(3) of the Bombay 
Act is more comprehensive than Companies Act. The latter restricts 
his right of access only to " information necess·ary for the purpose 
of his duties. as Auditor" whereas the Bombay Section mentions 
specifically about the J• books, accounts and vouchers of such society 
and cash balance and securities". We haw~, therefore, retained the 
provisions in section 22 (3), while proposing the following· section, 
::;ection 76, in place of section 22 :-- · 

SECTION 76-Powers and duties of Auditors.-(1) The .Registrar 
·or any· person appointed under section 70" to audit the accounts of 
a society shall have free access to the books, accounts and vouchers 
of such society and shall be allowed to verify its cash balances 
and securities and shall be entitled to require the production of 
any book or document relating to the- affairs of the society by an 
officer, agent or servant or member in possession of such book, 
document, cash or securities and summon at the time of hi.s audit 
any officer, member, agent, or servant of the society who he has 
reason to believe can give valuable information in regard to any 
transaction of the society or the management of its affairs. 

. • ' r • 

(2) Every Officer, agent or servant shall furnish to the Registrar 
or any other person appointed to audit the accounts. of a society 
under sect;on 75 ( 1) all such information and explanation as to its 
transactions and working· as the Registrar or· such person . may 
require. The Committee of ·such society shall also supply him 
a list of the assets together with their value certified as correct. 

(3)- Ari:y .-officer, agent ~r- :servant f~iling to , c~:mply . .with. the 
r·~quire~ents _of sub-section (2)'_ _"Shall __ be punishable with_· _fine 
\vh~ch. m~·y -exh~nd -to Rs: 100.. -
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(4) The auditor appointed under section 75 shall have the nght 
to receive all notices and every communication relating to the 
annual general meeting of the society and to attend such meeting 
and to be heard thereat in respect of any part of the business with 
which he is concerned as an auditor. 

278. Auditor's report.-An Auditor's report in respect of co-opera
tive societies has been the subject of a good deal of controversy. 
The Acts in Bombay, Vidarbha and Marathwada do not provide for 
the submission of such report. Byelaws of societies, however, 
prescr:be usually that the Auditors' report should be read at the 
annual meeting. In the case of societies the Auditor's report pre
sently made is so elaborate that it contains information relating to 
transactions of individual members and if such a report is to be 
read in a general meeting, we are afraid, the repercussions will be 
adverse. In the case of co-operative banks particularly where like 
any other banking institution, secrecy regarding transactions of 
customers is important, the confidence will be knocked out. We, 
therefore, beg to draw a fine distinction between the auditor's report 
and the aud:t memorandum. The audit report should deal with 
the minimum requirements of law in regard to the accounts. The 
audit memorandum might deal exhaustively with individual tran
sactions. The former report should be available to the members 
of the society, the latter should be the basis for rectifying the 
defects In the accounts. Section 227 of the Companies Act-deals 
with the Auditor's report and in recommending the following section, 
section 77, we have drawn. heavily on it~ 

SECTION 77.....;..,Auditor's Report.-(1) Auditor shall · make 
a report to the members· of· the society on the accounts examined 
by him and on every balance-sheet and profit and loss account 
which are pla<:ed before the Society's general meeting during his 
tenure· of office and the report shall state whether in his opinion 
and to the best of his information ana according to the explanation 
given to him, the said accounts give the information required by 
tfiis Act in the manner so required arid give true and fair Yiew, 
(i) in the case of the balance sheet of the state of the S·Jciety's 
affairs· as at the end of the financial year, and (ii) in the case of 
profit and loss account, of the profit or loss for its financial year. 

(2) The Auditor's report shall also sfate (a) whether he has 
obtained all the information and explanations which to the best 
of his knowledge and belief were necessary for the purposes of 
his audit, (b) whether, in his opinion, proper books of accounts as 
required by the Act, Rules and .the bye-laws have been kept by 
the society so far as it appears from the examination of those books, 
and (c) whether, the societies' balance. sheet and profit and ·loss 
account dealt with by the report are in agreement with the books 
of accounts and returns. 



(3) Where any of the matters referred to in &ub-section (2) 
is answered in the negative or with a qualification, the Auditor's 
report shall state the reasons for the answer. · 

( 4) The Auditor's report shall be ·read before the society in 
a general meeting and shall be open to inspection by any member 
of the society. · 

(5) In addition to the report referred to in sub-sections (1), (2), 
(~) and (4), the Auditor shall submit a memorandum to the 
Committ~e of the society and the Registrar in the prescribed form 
on the audit of the accounts of the society made. by him and the 
said report shall give full particulars of-(a) every transaction 
which appt-ars to be contrary to the Act, or the Rules or the byelaws, 
(b) every sum w:hich ought to have been but has not been brought 
into account, (c) the amount of any dificiency or loss which appears 
to have rt-sulted from any negligence or. misconduct or to require 
further investigation, (d) any money or property belonging. to·the 
society which appears to him to be bad or doubtful, and, (e) any 
othe:- matter prescribed. 

279. Penalty for Auditors.-The prese.nt Acts do not p-::-ovide for 
penalising the auditors if they fail to discharge their duties. Auditors 
are consider~d watch-dogs and their certificate is liable to misguide 
the members of a society if it is not warranted by f&cts or if it is 
not warranted by facts or if it is based on inefficient audit or 
~ncorrect information. In the course of our enquiry we have come 
acrur:;s numerous cases where the Auditor's negligence in discharging 
their duties has resulted in preventing the members fwm taking 
timely aC'tion against the losses to tl!e so~iety. True, in the case of 
prof~.>sbHal auditors a complaint can be made to the Society of 
Chartered Accountants; but the procedure is so elaborate and cumber
some and the points of law are so fine that it is not easy to penalise 
an auditor for the neglect of his duties. Section 233 of . the 
Companie!> Ac~ prescribes the penalty for non-compliance by' auditors 
with certain provisions . in the Act. On the same basis, we 
rec0mmcr.d that the following new Section, Section 78 be added:·-

SECTION 78-Penalty jolf" Auditors.-If any report is made or any 
docltment of the society·is signed or authenticated by the auditor 
otherwise than in conformity with requirements of section 77, the 
Auditor concerned who signs the report or signs or authenticates 
the document, shall, if the default is wilful, be punishable with 
fir.e which may extend toRs. 1,000. 

280. Rectification of defects in Accounts.-Section !::2-A of the 
Bombay Act requires the Registrar to bring defects as a result of 
the audit to the notice of the society and to the federal· society to 
whi<.h such a society may have been. affiliated: Furthermore it 

·empowers the Registrar to make an.order directing the- society:o:t: its 
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officers to take such action may be specified in the order .to remedy 
the defects within a specified period. The onus of rectifying the 
defects should really be on the committee of the ~ociety .which is 
responsible for the defects. From this point Section 80 in the Bengal 
Co-operative Societies Act is more appropriate. At t!'le same time 
it is desirable that a federal society should know the defects so that 
it can exert its influence for the purpose of rectifying them in time. 
Moreover;·we consider it necessary to arm the Registnr with powers 
to take steps to have the defects rectified where the society faUs to 
do so and to recover the cost thereof from the officers failing to rectify 
the defects, We, therefore, Jecommend that the existing Section 22A 
in the Bomb~y Act be deleted and the following be :>!,!bstituted :-

SECTION 79-Rectification of defects in accounts.- (1) If the 
result of the audit held under Section 75 discloses any defects in 
the working of a society, the society shall within three months 
fn .. m the date of audit report, explain to the Registrar the defects 
or the irregularities pointed out by the auditor and take steps to 
rectify the defects and remedy irregularities and report to the 
Registrar the action taken by it thereon. The Registrar may also 
make an order directing the society or its_ officers to t::tke such 
action, as may be specifiej, in order to remedy the ccfects, within 
the time specified therein. Where the society . co.ncerned is 
a member of a Federal Society such order shall be made after 
consulting the Federal Society. 

(~) Where the society fails· to rectify the defects as directed by 
the Registrar or to the satisfaction of the Registrar, the Registrar 
may himself take steps to have the defects rectified and may 
recover the cost thereof from the officer or officers of such society, 
who in his c.pinion, has or have failed to rectify the defects. 

28i. Inquiry by Registrar.-Although the machinery for enabling 
the members to secure material information regarding the affairs of 
their society has been provided, occasions arise when a :mlnority of the 
members fails to secure the necessary information. A section was 
incorporated in the Act of 1912 on the lines of the the;i provisions of 
the Indian Companies Act. Calvert in his book. " The Law and 
Principles of Co-operation'' (Page 140), · explains : ''This right' to 
an enquiry is important for the maintenance of the . principle of 
equitable a~sociation .............. , The idea of obligatory inspection by 
a ·higher authority is now everywhere approved. The difficulty is 
to get people to agree respecting the shape which such inspection is 
to take ............... The worst method of all is that entmsting inspec-
tion h th(.; Government, by means of inspectors to be appointed by 
it.. ............. The proper authority to carry out inspection in: all 
co....Qpcrative banks is without question a union of co....Qperative banks 
of the same order ........ ; ..... ,There can be no better solution of the 
question. than a ~aw .making_ inspection compulsory but permitting 
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inspectlun by recognised unions, and placing inspection by Govern
ment officers cnly in reserve. To this ideal the Indian system is 
gradually e.iming." 

282. The system that has been developed since Calvert wrote is 
that the financial inspection of a society is done by its financing 
agf'ncy under its bye-laws while the Government inspection is an_a
logous, to the investigation of affairs of companies and is, there
fore, regulated by the Act. The former is of a routine nature; that 
latter is resorted to only when there are. complaints of grave errors. 
In the case of the latter form of inspection, a distincth:m has been 
drawn between an inspection order at the instance of a creditor of 
a society, and an order on the requisition of the society, on the applica
tion of the majority of a committee and on the application of the 
one-third members of the society. The -~ormer has been described 
as inspection of books of society and the latter as inquiry by 
Registrar. We propose to deal with enquiry. first. 

283. Section 43 of the Bombay Act derived from Sectwn 35 of the 
Act II of 1912 and dealing with the enquiry by the Registrar pres
cribes that the Registrar may hold an enquiry on his own initiative 
and shall hold such an enquiry on the requisition of a society duly 
authorised by the Rules in. this behalf, on th~ app~ication of a majo-: 
rity of the committee of the society or on the application of 
one-third of the members. This enquiry relates to the ''constitution,
working and financial conditions of a society". This is most
comprehensive and we do not recommend any change. Under sub
section (2) (a) a society duly authorised by rules made in this behalf to 
make such requisition, in respect of one of its members, such member· 
being itself a society can requisition· such an enquiry. This covers 
all federal societies. We are, however, of the view that this right 
should be conferred on a federal society only in respect of societies, 
'which are its members and are of the same class to which the federal 
society belongs. 

284. Sub-clause (b) confers the right on the majority of the 
Committee of a society to apply for an enquiry. This right is 
usually exercised when one Committee is replaced by another and 
the latter is anxious to get the affairs of the society investigated for 
the period for which the previous committee had functioned. Iri 
such a situation there is every danger of the power being misused 
especially wher. the Registrar has no discretion to refuse such 
a demand for an enquiry. That is why probably the word 
"majority" was used. We, however, visualise a situation where the· 
minority in a committee might not have been satisfied with the 
manner in which the society's affairs are conducted by the majority 
and would, therefore, like the affairs to be investigated. There is 
no facility for this purpose except to approach the members and to 
enlist the support of a third of the members. We, therefore, 
recommend that the word "a majority" should be replaced by the 
words "~wo-fifths of the members". 
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285. A similar requisition can ·be made by the one-third of the 
members. This provision was in order when the societies were small 
but" the present Act has its jurisdiction over societies ranging from 
a small village society to a co-operative sugar factory and the State 
Co-operative Bank. Besides, it is not always possible even for a good 
cause to get the signatures, as distinct from the support, of one-third 
of the member:;,. At the same time we recognise that, in the case of 
a federal society, the individual members should not be allowed to 
take an undue advantage of the proviso. To provide for all these 
contingencies we recommend that in sub-clause (c) the word "one
third" should be replaced by "one-fifths or 100 whichever is less", 
and add an explanation that in the case of a federal society the 
majority from the requisitionists shall be societies which are members. 

286. In respect of the requisition under (b) and (c) it is desirable 
to provide · for adequate safeguards against the misuse of powers. 
These safeguards can only be in respect of the standing of the 
members and in regard to financialresponsibilities and deposit of cost 
of enquiry. This is in line with the Section 84 (2) of the Bengal 
Co-operative Societies Act. We, therefore, recommend that the words 
"members" in clause (c) should be qualified by "an year's standing" 
and, therefore, recommend the addition of the words " of year's stand
ing" after the word " members " and recommend a provision for 

·requiring the requisitionists in the clauses (b) and c) to deposit the 
cost of inquiry and for its forefeiture in the event o:f the enquiry 
being later found to have been demanded on frivolous grounds. 
These suggestions are in line with the provisions in the Industrial 
Societies Act and the Friendly Societies Act in the United Kingdom. 

287. Section 42 in the Hyderabad Act empowers the Collector to 
demand an enquiry. This proviso was apparently inserted in the· 
Hyderabad Co-operative Societie? Act because the Collector or the 
Taluqdar happended to be closely associated with the co-operat_ive 
movement in the former Hyderabad State. In Marathwada which is 
presently governed by the Hyderabad Act, we presume the future 
development of the co-operative movement will take place on the basis 
of the one in Maharashtra and Gujarath and we do not, therefore, 
think it necessary to vest these rights in the Collector. 

288. Sub-section (3) requires all officers and members of a society 
whose affairs are investigated to furnish such information in their 
possession in .regard to the affairs of the society as the Registrar or· 
the person authorised by him may require. The section deals with 
"Inquiry" and not with "Investigation", the word which, while 
having the same purport has been used in the Companies Act. We, 
therefore, recommend that the words" in respect to which an enquiry 
is held" should be substituted for the words "whose affairs are 
investigated". This sub-section only requires the · officers etc., to 
furnish information but the production of documents, books and 



records is equally important. Section 240 of the Companies Act refers 
to " all books and papers of, or relating to, the company " and " all 
assistance in connection with investigation". T"ne word information 
has also been qualified by the words "in regard to the affairs of the 
society". The phraseology used· in the Companies Act is, in our 
opinion, more specific. We also opine that the scope of this sub-sec
tion should be widened since it is possible that a past member of the 
society or any out-sider may be in possessio~ of yaluable information, 
books etc. We, therefore, recommend that the words "and any other 
person who in the opinion of the Inquiry Officer is in possession of 
such information, etc.", should be added to this sub-section. 

289. Sub-section (4) requires the Registrar to communicate the 
result of the inquiry to the society whose .affairs have been investi
gated. We are afraid, that the mere communication of the result will 
not enable the society to assess the magnitude of the findings of the 
Inquiry Officer ....... We, therefore, recommend that the report itself 
should be made available to the society. We are further of the view 
that it should also be available to the person at whose instance the 
inquiry was ordered and to the federal society including the central 
financing agency. We beg to record that on the question of inclusion 
of central financing agency, we are unanimous. 

290. Two suggestions have been received in connection with this 
section. One suggestion is that the inquiry should be classed as 
j-udicial proceedings within t}J.e meaning of the Code of Criminal 
Procedure. We are afraid that the whole object of the section will 
be defeated if the inquiry is classed as a judicial enquiry. The legal 
complications arising from the acceptance of the suggestions are so 
grave that the object of the Act to create a simple and speedy machi
nery for overcoming the short comings in the working of a society will 
not be achieved. The procedure of enquiry presently followed has 
been accepted as valid even in courts where -it has been challenged. 
We, therefore, reject the suggestion. The second proposal is that the 
inquiry officer should have powers to call a special general ·meeting. 
This suggestion has been based on the misconception that the Inquiry 
Officer has powers to get the defects revealed in the course of an 
inquiry rectified. It is true that where the Registrar himself holds 
an inquiry, his functions as the Registrar and as the Inquiry Officer 
devolve on one and the same person; but this is an exception rather 
than a rule. And as Registrar he shall alwavs be comoetent to convene 
a special g-eneral meeting for which a provision has been recommended 
by us in Section ti4. 

291. We, therefore, recommend that Section 43 be numbered as 
Section 80 and be amended as under :-

SECTION 80-lnquin.l by Registrar.-( 1) The Registrar may of his 
own motion by himself or by a person duly authorised by him in 
I.-A Qb 2437-10 
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writirig"in"this behalf hold an inquiry into the constitution, working 
.imd financial conditions of a society, -

(2) -The Registrar shall hold such an inquiry as is contemplated 
in sub-section ( 1) of this Section :-

(a) on the requisition of a Federal Society in respect of a society 
which is its member and is of the same class as that of such 
Federal Society ; 

(b) On the application of two-fifths of the members of the 
Committee of the society; -

_ (c) On the application of one-fifths or 100, whichever is less, of 
the _members of a year's standin~ of the society. 

Provided that no application under sub-clause (b) and {c) shall be 
valid unless the persons making the application deposit such security 
for cost, if any, as th~ Registrar may direct, 

Explanation,-For the purpose of sub-clause (c) in the case of 
a federal_ society, the majority from amongst the members making 
the application shall he societies. 

(3) (a) All officers, members and past members of the society 
relating to which an enq-uiry is held and :my other person who, in 
the opinion of the officer holding the inquiry is in possession of 
information, .books and papers relating to the society shall furnish 
such information as is in their possession and produce all books and 
papers relatng to the society which are in their custody or power 
and otherwise give to the officer holding an enquiry all assistance 
in connection with the inquiry, which they can reasonably give. 

(b) If any such person refuses to produce to the Registrar or any 
person authorised by him under sub-section (1) any book or papers 
which it is his duty under sub-clause (a) to produce or to answer 
any question which is put to him by the Registrar or the person 
authorised by the Registrar in pursuance of sub-clause (a) the 
Registrar or the person authorised by the Registrar may certify the 
refusal and the Registrar, after hearing £ny statement which may 
be offered in defence, punish the offender with a fine not exceeding 
Rs. 500. 

( 4) The report of any inquiry under this section shall be 
communicated to the society in- respect of which an enquiry is 
held and to the person at whose instance the inquiry was ordered 
and to the federal sociely. 

292. Inspection of books of indebted society.-A brief reference 
has been made to the early ideas regarding inspection of the affairs 
of a society in paragraph No. 273. The trend has been to encourage 
inspection by recognised federal societies and to place inspecticn by 
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Government in reserve. ·Thus, for instance, section 82 of the Bengal 
Co-operative Societies Act, provides separately for routine inc;pec
tion by the Registrar and the financing bank of society, while the 
following section deals with inspection of books of an indebted 
co-operative society. Section 40 of the Madras Co-operath-<e Societies 
Act separately provides for the inspection of books of a society by 
the financing bank; but this section restricts their rights to societies 
indebted to them. In Bombay State, the riglit of inspection of an 
affiliated society has been assumed by financing . agencies tplder 
their bye-laws. Because of this, we do not consider it necessary to 
provide for a separate section in the Act for permitting inspection 
by federal societies, b_ut hope that the bye-laws of federal soCieties. 
which have no such provision should be brought up-to-date. 

293. Section 44 of the Act of 1925 gives an opportunity to the 
creditor. of a ·society to protect his intet~st by requesting the 
Registrar to inspect the books of the society if he is not s<ttisfied 
regarding his dues. The main object is to enable him to get the 
requisite information about the society. If the Registrar is satisfied 
that the information can be given to him by other means, he need 
not inspect or arrange for the inspection of the books (.f i-h.e 
society. Since the Courts have held that in certain circumstances, 
the word "may" will have to be interpreted as "shall", we dt.:em 
it necessary to clarify in the Section that it is the Registrar's dis
cretion before ordering an inspection at tlie instance of a rredifor. 
Tv.·o conditions have to be f~filled by the creditor who applies t_o 
the Registrar. Firstly, the applicant has to prove to the .ltegistrar 
that he demanded the payment of his dues but has not received 
Eatisfaction with~n a reasonable period. Secondly, he has to deposit 
\',;ith the Regi~trar such sum as security for the cost of the proposed 
inspection as the Registrar may require. These conditions are fair 
and we propose no change therein. Since the inspection is ordered 
at the instance of a creditor who has a1so to depOsit the cost, it Is 
but fair that he should know the outcome of the inspection. Sub
section (2) meets this requirement. Equity demands that the s::>ciety 
whose books are inspected should know the result of inspection. 

· Th:s has to be provided for. 

294_. We, therefore, recommend that section 44 be renumbered as 
section 81 and that the words "if he deems necessary" be added 
between the word " may ", and the word " on " in the first line of 
sub-section ( 1) and the words "and the society whose. books are 
inspected" at the end of sub-Eection (2). The amended section will 
read as under :-

SECTIO~ 81-Inspection of books of i-ndebted society.-(1) The 
Registrar may, if he deems necessary on the application of· a credi
tor of a society inspect or direct some person, author!~ed by him by 
L-A Qb 2437-10a 
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order in writing in this behalf to inspect the books of the Society :
Provided that : 

(n) the applicant satisfies the Registrar that the debt is a sum_ 
then due, and that he has demanded Rayment thereof and has
not received satisfaction within a reasonable time; and 

(b) the applicant deposits with the Registrar such sum as: 
security for the costs of the proposed inspection as the Registrar· 
may require. 

(2) The Registrar shall communicate the result of any such: 
inspection to the applicant and to the society whose books have: 
been inspected. 

295. Costs of inquiry and inspection.-Section 45 of the Bombay
Act deals with costs of inquiry and inspection. The marginal l:ead-
ing is, however, "costs of inquiry". We, therefore, recommend that 
the words "and inspection" be added to the marginal J,eading. 
This section is most important because it is on the determination of 
the costs of inquiry that the Registrar can proceed with the levy of" 
surcharge on delinquent promoters, etc. -This section authorises the 
Registrar to apportion the costs of enquiry and inspection between· 
the society, the members or the creditors demanding inquiry or 
inspection, the officers or former officers and the members or past 
.members of the society. S~nce the past members do not cover
deceased members, we urge that " the estate of the ceceased' 
members" be added after the words "past members". We beg to· 
draw Government's attention to a possible difficulty arising from 
our recommendation. Before apportioning the cost, this section 
requires that the party concerned must be given an opportunity of 

. being heard. In the case of deceased members this is impossible, 
except to the extent that persons inheriting the estate of the deceased 
have an opportunity to defend. We hope a provision to give such 
opportunity to a representative of the deceased member would be 
enough. 

296. Last year, further additions were made so that the costs 
which may be payable to any person authorised to hold an enquiry, 
and not inspection, could be compulsorily paid in the first instance 
from the funds of the society and then recovered and repaid to the 
soc~ety. The exclusion of the cost of inspection for this purpose· 

·is probably to be attributed to the fact that the Registrar is entitled 
to ask the creditor to deposit it. The object of this addition is to 
ensure that the person authorised to hold an inquiry can r~ceive· 
his fees, etc., promptly and need not wait till the costs Clre recovered 
The sol:citude for the inquiry Officer is fully justified since there is 
no case for delaying payment· for the job done. The new addition, 
while doing justice to the Inquiry Officer, however, penalised the 
society for no fault on its part, and simply because it was a victim. 
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-of circumstances which culminated in the inquiry. The ends of 
justice can be met only when the costs are recovered from those 
responsible for the affairs leading to the inquiry. If for any rtason 
there is a delay in recovering the costs it is but fair that the bill 
is paid by the Government, which is responsible for .the adminis
tration of the Act and the good· working of societies. True, in such 

.an event, objections might arise in the course of Government audit, 
but that, in our opinion, should be an additional incent~ve fJr the 
Registrar to hasten the reCO\'ery of the cost. 

2.97. Our attent~on was drawn in this connection that the recovery 
of cost has been delayed in certain cases for five years and more 
and such a state of affairs can hardly be conducive to the achieve
ment of the objective which this section ··has in view. We may 
point out that this section is not merely concerned with the recovery 
of the cost, but indirectly ind~cates that ff is a punitive measure 
imposed both on grounds of equity and in the interest of the good 
working of societies. We have come to the conclusion' that the 
deletion of the additions made in 1956, is absolutely necessary, and, 
therefore, recommend that the words •beginning from "and" 
and ending with "society", added last year be deleted. 

298. Before apportioning the costs, the Registrar is reqmred to 
give a reasonable opportunity to persons liable to pay the costs of 
being heard and is required .~ state in writing his reasons on the 
basis of which he apportions the cost. . These safeguards are fair 
and we do not propose any change therein. Two material points 
have not, however, been covered by this section although a general 
provision has been made against this question being taken to a 
Civil Court. We are of the view that a specific provision to this 
effect is necessary in this section, because the apportionment of cost 
has been a protracted affair. Secondly, there is a tendency arnong 
pers0a1S who have to pay the cost of finance their appeals at the 
co<Jt :)f the society. The argument advanced is that the subject
matter of appeal affects the society and, therefore it is legitimate 
to spend the funds of the society on the appeal. We concede that 
where the society is a party to an appeal, it is legitimate to use 
its funds· for the purpose, but to widen the scope would be neither 
equitable· nor fair to other members of the society. Section 85 · (2) 
of the Bengal Co-operative Societies Act, specifically meets the 
points. We recommend it to the Government. Other changes are 
consequential. We, therefore, recom:rp_~nd that section· 45 be. re
numbered as section 82, after adding the words "an inspection" to 
the marginal heading and the new section be read as under :-'-

SECTION 82-·Costs of inquiry and inspection:-( 1) Where · an 
inquiry is held under section 80 or art inspection is made ~Under 
-section 81, the_ Registrar· may apportiort:the: costs or 'sucb: part of 



the costs, as he may think right, between the society, the members. 
~r creditors demanding the inquiry w.: inspection, the officers or 
former officers and the members or past members or the estate 
of the deceased members of the society : 

Provided that : 

(a) No order of apportionment of the cost shaij be made under
this section, unless the society or persons or the legal represen
tative of deceased person liable to pay the costs th~reunder has 
or have been heard or has or have had a reasonable opportunity 
of being heard ; 

(b) The Registrar shall state in writing the grounds on which 
the costs are apportioned. 

(2) No expenditure from the funds of a society shall be incurred 
for the purpose of defraying any cost in support of any appeal 
preferred by any person other than the society against an order 
made under sub-section ( 1). 

(:1) The orders or awards passed by the Registrar under this 
Se~tion shall not be called in question in any Civil Court_ 

299. Recovery of costs.-Section 46 of the Bombay Act provides 
for recovering the cost and facilitates the recovery through 
a Magi&trate. In Madras, under Section 42 of the Madras Act, it 
can }?e recovered as if it were an arrears of land revenue. The 
Madhaya Pradesh Act as applied . to Vidarbha follows the Bombay 
Act, \Vhile Hyderabad follows Madras. Representatives of the Co
-operative Department have testified before us that the present 
proviRion is both adequate and effective and there is no need to 
·provide for recovering the cost as if it were an arrears of land 
·revenue. The Bombay Act, however, confines the jurisdiction of the 
Magbtrate in the place where the person from ·whom the money is 
claimable "actually and voluntarily resides" and thereby throws the 
onus of 11roving that he "actually and voluntarily resides" at tha'fi 
place on the Registrar. This, we are afraid, is unfair and, therefore, 
the relevant words have to be deleted. Secondly only the movable 
property can be sold. We are unable to understand the object of: 
distinguishing between movable property and immovable property 
Ior purpose of the recovery of costs. We are convinced that this 
relief is unwarranted and, therefore, recommend the deletion of the 
word" movable". We recommend that after incorporating the above 
changes, Section 46 be renumbered as Section 83 and be read a~ 
.under:-

SECTION 83-Recovery of cost.-Any sum awarded by way of 
costs under Section 82 may be recovered, on the application by i:he 
Registrar to a Magistrate having jurisdiction in the place where tlie 
person from whom the money is claimable resides, or carries on 
busine&is by the distress and sale of any property within the 
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limits of . the jurisdiction of such Magistrate, belonging to such 
person, arid such Magistrate shall proceed to recover the same in 
the same manner as if it were a fine imposed by himself. 

300. Registrar to bring defects disclosed in inquiry or inspection 
to the notice of society.-section 46-A was added in 1948, in order to 
enable the Registrar to bring defects disclosed in inquiry or inspec
tiCin to the notice of the society and to give it an (•pportunity to 
rectify these def~cts. It also provides for drawing attention of the 
federal society to the defects and enables the Hegistrar to direct 
the Society or the federal society to take action for remedying the 
defects within a specified period. 'The ·society and the federal 
society has been. provided with the facilities o.f appealing to the 
State Government against \the Registrar's 0rder. In this section 
the word "defects" has been \.lSed in re~ation to "the working of 
a society". The ing)liry under Section 43 relates to "constitution, 
working and financial condition". Section· 44, dealing with inspec
tion is restricted to the ''inspection of books." We think, it is 
desirable to bring " the· defects" in the working· of a society in line 
with those in "the constitution, working and financial condition of 
a socic~y " and in the ·books of the society. 

~01. We are further of the view that it is not enough ~o issue 
directions to the society and its fe.deral society for rectifying the 
defect~. The object is to get them rectified. Therefore, a provision 
is necessary to get the defects rectified in cases, where both the 
society and its federal sociefy fail to do so. A provision on the line 
of Section 78 proposed by us has, therefore, been rec.ommended. The 
oth<'r changes made by us are consequential. We,· therefore, recom
mend that Section 46-A be numbered as Section 84 and be amended 
qs under:-

SECTION 84-:-Registrar to bring defects disctosed in tnquiry or 
inspection to notice of society.-(1) If the result of any ir.quiry 
helci under Section 80 or an inspection made under Section 81 dis
closef any defects in the constitution, working or financial condi
tl(ln or the books of a society, Registrar may bring such defects 
to the notice of the society and, if the society . is a member of 
a Federal society to the notice of the Federal Society. The 
.Registrar may also make an order directing the society or its 
officer~ or the Federal Society to take such action as niay be 
specifl£'d in the order to remedy the defects "vithin the time specified 
therein. 

(2) The Federal Society or the Society concerned may appeal 
against an ·order made by the Registrar under sub-section ( 1) to 
thP State Government within the time specified in the order. 

(3) The State Government may, in deciding the appeal, annual, 
reve:se, modify or confirm the order of the Registrar. 
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( 4) Where the So-ciety fails to rectify the defect§· as directed by 
the Registrar and where no appeal has bet-n made to the State 
Government, within the time specified in the order or where mi 
the appeal so made the State Government has not annulled, reversed 
or modified the order, the Registrar may himself take steps to 
have the defects rectified and may recover the costs from the 
Officer or officers of the. society who, in his opinion, has or have 
failed to rectify the defects. 

302. Power of Registrar to assess damage against delinquent 
promoters, etc.-Section &0-A of the Bombay Co-operative Societies 
Act deals with one of the most intricate aspects of the administra
tion of Co-operative Law. The legal interpretation that "in the 
course of" does not mean "as a result of" led to the amendment of 
the Section in 1955. The amendment also enables the Registrar to 
authurise any person to examine into the conduct of such persons 
but restricts his choice of persons and also provides for the payment 
of cost. According to this Section, it must ,appear in the course of 
or as a result of an audit, inquiry or inspection or the winding up of 
a sorit-ty that any person who has taken part in the organisation and 
the management of the society or any pa~t or present Chairman, 
Secretary, member of the Managing Committee cr Officer of the 
society has misapplied or retained or become liable or accountable 
foe any money o:r property of the society or ha;; been fc·nnd guilty 
of misfeasance or breach of trust in relati1)J1. to the· society, the 
Registrar may on the application of the officer. conducting audit or 
holding inquiry or inspection or of the liquidato!:" or of any creditor 
or contributory, examine into the conduct of such person and give 
hin reasonable opportunity to submit his explanation and then make 
an order requiring him to repay. or restore the money or pr<)perty 
or any part thereof with interest or contribu~e such sum to the 
assets of the society by way of compensation, as the Registrar thinks 
just. Secondly, the Registrar may delegate powers of examining 
into the conduct of any such person to a perso;1 not below the rank 
of Deputy Registrar, Deputy Collector or a Civil Judge s:.1bject to 
the general or specical order of the State Government. Thirdly th€' 
Regi.,trar may provide in his order for the payment of the cost and 
may direct the society to pay it initially. It has been made clear 
that t},is Section will apply even though the act is one for which thE> 
offender may be criminally responsible. 

303. Originally, this section was confined to the winding up of 
a society. The scope was extended in 1948. The present section is 
restrictive, because the Registrar has no initiative in these matters. 
Even if they are known to him, he has to resort to either a fresh 
audit or an inquiry or inspection of books, or in extreme cases, thE:' 
winding up of the society, for which purpose an application from 
three-fourths of the members is necessary.· We, therefore, opine that 
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this i!litiative should be vested in the Registrar. Secondly. even 
though a prima facie case is made out by the Auditor, an inquiry 
<>fficer 01 the person . inspecting the books or the liquidator, the 
Registrar has to examine into the conduct of such person. In 
fact, the whole procedure of investigation has to be gone through. 
We think the ends of justice would be met if reasonable C•pportunity 
is given to the person, concerned to submit his explanation, instead 
of E.xamining into the conduct afresh. Fourthly, only certain cate
gories of persons are to be subjected to the surcharge and other 
m<:'r.:bE:rs have been excluded. "Deceased person" also escapes from 
the Lability. We are, therefore, of the view that these short
wmir:;gs should be rectified: 

304. The Registrar can authorise only certain categories of officers 
to c·xamine into the conduct of such persons to report to him. The 
officers must have held office not lower in. the rank than that of 
a Dep~;.ty Registrar, a Deputy Collector or a Civtl Judge. We do not 
think that the categories of Officers should b~ speciiied in the Act 
its~lf, for the reason that administrative difficultles will, consequently 
arise in respect of the affairs O·f a village society, involving small sums 
under the present law, as a high Officer referred to in the Section 
will have to be appointed. This is neither desirable nor always 
feasible. In fact, we are of the view that the Registrar· should have 
d1scrE'tionery powers to appoint such a person, so that in the case of 
complicated cases, he can choose a person with higher qualifications, 
and in simple cases, i~volving. sp1all sums, even an Assistant Registrar 
can be considered competent·· since the final order is to be made 
only by the Registrar. We opine that the deletion of Section 50-A 
OB) will not materia]ly change the course of justice. 

305. This section is silent on th~ period with the result that the 
Democles's sword will continue to hang indefinitely. Section 127 of 
the Bengal Co-operative So.cieties Act, specifies the period as 
"'4 yec.trs prior to the date of such audit, inspee:, inquiry or report, 
m<~de in the course of the winding up of a society." Bihar has 
a similar provision. Section 42-D of the Co-operative Societies Act, 
1912, as adopte_d for Vidarbha restricts the period to. three years. 
An important argument in favour of not specifying the period in 
the Bcmbay Act ls that the inquiry or inspectc.i.oa or audit may itself 
be held after a lapse of some years and the guilty person will escape 
the liability if the period is s·pecified. We do no: think that ineffi
ciency in these matters should be placed at a premium and recom
mend that the period of 5 years should be considered fair in this 
respect. The section appears in the Act in Chapter VIII dealing with 
liquid<!tion and arbitration. But its scope is so wide that we consider 
it ::1e•..:rssary to incorporate it in this Chapter, which deals i.vith audit, 
inspe~1 ion and inquiry. 

306. The existing section affords facilities to any .. crE:ditor or 
{!Ontributory to make an application, but in actual practice it is not 
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. poss.ible for any: of them to do so since the basis is audit, inquiry,.. 
inspection or the liquidator's report. Besides, the report i~elf should 
be enough and no application from the auditor, etc.1 should be 
considered necessary for the purpose of this section. We, therefore. 
recommend the deletion of the relevant references. The cost of the· 
proceedings is to be recovered under this Section from the society in 
the first instance. Justice demands that it should be recovered from 
the pPrson against whom the proceedings are· instituted. If at all 
they a1e borne in~tially, the burden should be on the Government 
which institutes the proceedings and not the society which is inno-
cent and has already suffered losses. 

307. For reasons stated above, we recommend that section 50-A 
be renumbered as Section 85 and be read as under ~-

SECTION 85-Power of Registrar to assess damages against delin
quent promotors, etc.-(1) Where in the course of or as a result of 
an audit under Section 75 or an inquiry under Section 80 or 
an inspection under section 81 or the winding up cf a society, the 
Registrar is satisfied on the basis of the report made by the 
Auditor or the person authorised to make inquiry under Section 80" 
or the person authorised to inspect the books under Section 31, or 
the liquidator under Section 101 that any person who has taken any 
part in the organisation or management of the society or any 
deceased, past or present officer of the society, has, within a period 
of five years prior to the date of such audit, inspection, inquiry or 
the order for winding up of the society, misapp~ied or retained or 
become liable or accountable for any money or property of the 
society or has been guilty of misfeasance or bre<Jch of trust in 
relation to the society, the Registrar may frame ch3.rges against 
such person or persons and after giving a reasonable opportunity 
to the person co:n,cerned and in the case of a deceased person to his 
representative who inherits his estate, to answer the charges, make 
an order requiring him to repay or restore the money or property 
or any part thereof with interest at such rate as the Registrar may 
determine or to contribute such sum to the assets of the society 
by way of compensation iri regard to the misapplication, retention, 
misfeasance or breach of trust, as the Registrar may determine. 

(2) The Registrar after framing the charges under sub-section (lY 
may, by an order in writing, authorise any person, subject to 
general or special order of the State Government, to hear the person 
or the representative of the deceased person against whom the
charges are framed under sub-section (1). The person so authorised 
shall, after giving such person reasonable opportunity to 
submit h1s explanation make to the Registrar his recommendation 
as to what action, if any, the Registrar should take. The Registrar 
aft.~:· considering his recommendations, may make any order which 
he considers just in· .the circumstances and which he could have 
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made under sub-section (1) if he had given such- person a reason
able opportunity to submit his explanation to him, and such order
shall have the same effect .as if it was made under :.ub-section (1). 

(3) The R€gistrar, in making any order under this section, may 
provide therein for the payment of the cost or any part thereof, as.. 
he thinks just, direct that such costs or any part thereof shall be
recovered from the person against whom the order has been issued 
aFid the amount so recovered shall be paid to the person authorised 
by hi:.n under sub-section (2). 

(4) This section shall apply notwithstanding that the act is _one .. 
for which the offender may be ~riminally responsible. 

308. Constitution of an authority tq iupervise working of 
~ocieties.-Provision for supervision of societies has not been made 
in the Act. Rule 29, however, deals with. the levy of audit, test
audit and supHvision fe~s. We are afraid that this Rule is ultra 
vires the Act, since there is no provision in any section including 
Section 71, empowering the State Government to frame Rules in 
respect of such matters. This is, however, not to say that the Rule is. 
not desriable. Indeed, we opine that a provision is necessary for 
supervision and for enabling the State Government to recover the 
cost of supervision, etc. At present supervision is controlled by the 
Registrar and a supervision fee is also levied for the purpose. Further 
pattern of supervision is presently in the stage of discussion on the 
basis of report of the Rur~l Credit Survey Committee.- For the 
purpose of the law, it would be enough, in our opinion, if it provides 
for an authority and for financing its activities. Section 8l of tlie~ 
Bengal Co-operative Societies Act provides for the constitution of 
an authority to supervise the working of co-operatives. This section 
also provides for manner in which the authority should be constituted. 
We are of the view that it would be better to leave the details to the 
Rules, ~inre the position regarding the authority may have to be· 
reviewed from time to time. We also consider it necessary to provide 
for financing the activities of the authority and fa!' enabling the 
Government to recoupe expenditure on audit, inspection, etc. 

3G9. We, therefore, recommend that a new Section fl6, be added as
under·:-

SECTION 86-AU:thority to supervise working of societies.-(1) The· 
State Government may constitute an authority in such manner as
may be prescribed and subject to such conditions as the State 
Government may lay down for the supervision of societies and 
may frame Rules for making grants to such an authority. 

(2) The State Government may by general \or special iOrder
require of a society or a class of societies to make contribution o:l· 
s;uch sum e;very year as may be fixed by the Registrar towards the-
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recoupment of expenditure which the State Government or any 
person authorised in that behalf has incurred or is likely to incur 
in respect of supervision. 

(3) A society to which sub-section (2) is applicable shall pay to 
. such authority such fee as may be prescribed under sub-s'S:ction (2) 
within a· reasonable time and, if it fails to pay such fees within 
a reasonable time, the authority may recover it as if it were 

:.an arrear of land revenue. 
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CHAPTER X. 

DISPUTES AND ARBITRATION. 

310. Prior to the enactment of the Bombay Co-operative Societies: 
Act, 1925, the machinery for resolving disputes affecting. societies: 
was provided for under the Rules which the State Government was 
empowered to frame under the Act II of 1912. Calvert, in his book 
"Law and Principles of Co-operation" (page 180), recalls that "at first 
Government refused to allow the societies a special summary proce
dure for the recovery of their depts, in place of the slow and the~ 
expensive methods of the Courts, because it was thought that it would. 
be mistaken kindness to confer upon societies arbitrary powers of 
recovery, and if, in the absence of such powers, a society cannot by 
means of the joint security given and its own moral authority, collect. 
its debts, the failure is due to careless selection of members in the
first instance or to lax management". In •framing the Rules, however, 
some -of the Local Governments ignored the instructions of the 
Government of India. The Friendly Societies Act directs that the· 
dispute shall be decided in a manner directed by the Rules of the 
society and the decision so given shall be binding and conclusive on' 
all parties without appeal and shall not be removable into any court 
of law or restrainable by injunction. It is this principle around' 
which the co-operative law relating to disputes and arbitration has 
been \\'OVen in this country. 

I ·' 
311. There are three stages between the existence of a dispute ana 

its settiement. Firstly, the dispute has to be referred to an arbitrator, 
It is, therefore, necessary to define the scope of the dispute itself, 
which may be referred to the arbitrator. Secondly, the machinery for 
settling the dispute has to be perfected. For this purpose, if is 
necessary to define the arbitrator's powers and the manner in which· 
he should proceed in order to hear the parties to the dispute. Then 
follows his award, which is the settlement of disputes. There are, 
however, two more stages, viz. an appeal against an award and the· 
force, effect. validity and execution of the award. We propose to deal 
with these matters together with the ancillary problems in this: 
Chapter. 

312. Disputes.-Section 54 of the Bomb:iy Act says that if .any· 
di~pute touching the constitution or business of a society arises 
between members or past members of the society or persons claiming 
through a member or a past member or between members or past 
members or persons so claiming and any officer, agent or servant of 
1 he society, past or present, or between the :>ociety or it.s committee· 
and any officer, agent, member or servant of the society, past or 
pre~ent, it shall be referred to the Registrar for decision by himself 
or his nominee. In this Section, provision !'las been made not only 
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for defining the nature of a dispute referred to him, but also for 
decision by himself or his nominee. The point to be noted in this 
context is that the scope of dispute has only been broadly defined 
and the provision for decision is also made in the same section. We 
-are of the view that to avoid legal difficulty,. the scope of the dispute 
:should be adequately defined and no loophole snould be left out in 
·order to enable any party to the dispute to defeat the purpose of this 
Chapter. It follows from this that the question of provision for 
-decision should be dealt' with separately. This arrangement is in line 
with the'provisions in the Bengal Co-operative Societies Act and the 
:Orissa Co-operative Societies Act and several other State Acts . 

.313. Section 51 of the Madras Co-operative Societies Act is fairly 
'Comprehensive for the purpose of determining the scope of dispute. 
It, however, excludes "a dispute regarding disciplinary action taken 
'by a society or its committee against a paid servant of the society". 
We have already recommended in paragraphs Nos. 268 and 269 that all 
·disputes between a society and its employees should be referred to 
the Registrar for decision. We do not, therefore, consider it neces
sary to exclude this particular type of dispute from the scope ofthis 
·.section. Disputes generally are (a) between :members, past members 
and persons claiming through them as well as deceased members, 
·(b) between a section of the persons previously· described and the 
;society, its committee or any officer, agent or servant of the society, 
(c) between the society or its committee on the one hand and any 
past committee, officer, etc., and (d) between one society and the 
"Qther. 

314. Section 54 of the Bombay Act . does not presently cover 
.a dispute between one society and another. It is necessary to provide 
for a claim by a society for a debt from a member, etc., a claim by 
-surety for dues from the principal borrower, whose loan he may 
have repaid and a claim by a society for any loss caused to it by 
.a member, etc. We have excluded disputes regarding employees in 
view of section· 71 recommended by us. Section 46 proposed by us 
(Section 36 of Act VII of 1925) permits transactions with non-members 

. in certain circumstances, and if a dispute were to go to a Civil Court 
the society will be put to unnecessary l)ardship. We, therefore, 
propose to bring non-members within the scope of this section. On 
the other hand, since the question as to whether a person was 

·a member or not has to be decided under the Act (vide Section 9 
·recommended), the question of bringing the dispute within the scope 
·of this section does not arise. We are also anxious that no scope 
·should be left to any party to take any dispute outside the scope of 
·thls section on any technical ground, and, therefore, propose to provide 
that the Registrar's decision as to whether a particular matter is 
. a dispute or not should be final and that no other Act should operate. 
We have also made a provision in order to clarify the agency which 
IC!an refer a dispute to the Registrar. 
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315.- We; therefore, recommend that Section 54 be renumbered as 
:Section 87 and be amended as under :-

SECTION 87-Dispute.-(1) Notwithstanding anything containing 
in any ether law for the time b~ing in force, any dispute -touching 
the constitution, management or business of a society or the liqui
dation of a society shall be referred by any of the parties to the 
dispute or by a federal society to which the s...>ciety is affiliated or by 
a creditor of the society to the Registrar if the parties thereto are 
.among the following :- · 

(a) a society, its committee, any past committee, any· past or 
present officer, any past or present agent, any past or present 
servant or nominee, heir or a legal repre.scntative of any deceased 
officer, deceased agent or deceased servant of the society or the 
liquidator of the society,. 

(b) a member, past member or a person Claiming through 
a member, past member ·or a deceased member of a society or 
a society which is a member of the society, 

(c) a person <;>ther than a member of the society .who has been 
granted loan by the society or with whom the society has or had 
transactions under the provisions of Section 47 and any person 
claiming through such a person, 

(d) a surety of a memb~r, past member or a deceased member 
or a person other than a· member who has been granted a loan 
by the society under Section 47, wheth~r such a su:r:ety is or is 
not a member of the society, 

(e) any other society or the liquidator of such a society. 

(2) When any question arises whether for the purposes of sub
section ( 1), a matter referred to for a decision is dispute or not, the 
question shall be considered by the Registrar. whose decision shall 
be final. 

(3) No Court shall have the jurisdiction to entertain any suit or 
-other proceedings in respect of any dispi.lte referred to in 
sub-section ( 1). 

Explanation.-(1) For the purpose of this sub-section, a dispute 
shall include (i) a claim by a society for any debt or demand due 
to it from a member, past member or the nominee, heir or the . 
legal representative of the deceased member, whether such debt 
or demand be admitted or not ; (ii) a claim by a surety for any sum 
or demand due to him from the principal borrower in respect of 
a loan taken, by a society and recovered from the sl,lrety owing to 
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the default of the principal borrower, whether such a sum or demanlf 
be admitted or not; (iii) a claim by a society for any loss caused tOo 
it by a member, past member or deceased member any officer 
past officer or deceased officer, any agent, past agent or deceased 
agent, or any servant, past servant or. deceased servant, or its, 
committee, past or present, whether such loss be admitted or not;. 
(iv) a refusal or failure by a member, past member or a nomineer 
heir or a legal representative of the deceased member to deliver 
the possession to a society of land, asset or any other asset resumed 
by it for breach of conditions of the assignment; (v) a question: 
regarding rights, etc., including tenancy rights between a housing 
society and its tenants or members. 

Explanation (2).-No dispute relating to the ·election of the· 
committee of a society shall be referred to the Registrar until the 
results of election are declared and no such dispute shall be enter-
tained by the Registrar unless it is made within one month from· 
the date of declaration of results of such election by a candidate· 
at such election or any inember of the society. 

Explanation (3).-In the case of application under sub-section (1) 
of a federal society or a creditor, the Registrar shall require such 
parties or any party to the dispute, as he may think fit, to refer 
the dispute to him within such time as he may specify, and if such 
reference is not made within the time so specified, the dispute shall 
be deeined to have been referred to him under sub-section (1). 

316. Limitation.-In regard to matters affecting societies. there is: 
considerable uncertainty about the limitation period. The Co-opera
tive Tribup.al in Bombay (Selected cases 1949-50, page 44) has held 
that the Indian Limitation Act is not applicable. There are. 
however, certain decisions of the Courts in other States which affirm 
that in certain circumstances that Limitation Act is applicable. The 
position requires to be clarified. In order to facilitate this, we· 
consider it necessary to explain the position under the Limitation 
Act. In regard to recovery of loans and other calls the limitation 
period is three years. This applies also to the liability prior to· 
liquidatiQn. However, the Limitation Act (Article 120) has fixed 
a period of six years in the case of calls in the event of liquidation. 
In regard to recovery of loans, forfeiture of shares and recovery of 
dividend the limitation period is of three years. For Article 132 of' 
the Act lays down that the limitation to enforce payment of money 
charged upon the immovable property is twelve years from the date 
the money sued becomes due. The money under this Article includes 
the value of any agricultural or other produce the r!ght to receive 
which is secured by a charge upon an immovable property. In the 
case of equitable mortgage, Section 9 of the Transfer of Property
Amendment Supplementary Act, however, prescribes a period of· 
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60 years. In respect of compensation for doing or omitting to do an 
act alleged to be in pursuance of any enactment in force the period 
is of 90 days from the date the Act or omission takes place. Under 
this Act the limitation period ceases against the creditor after the 
winding up proceedings commence but if a debt is barred before 
the commencement of the winding up proceedings, it cannot be 
proved in liquidation. For appeals and misfeasance, limitation periods 
are 20 days and 3 years respectively. 

317. In the preceding chapters we have not .discussed the question 
of limitation. We, however, propose to retain in the relevant chapter 
the existing provision limiting the period for appeal to two months 
as against 20 days under Article 157 of the Indian Limitation Act. 
Under Section 64-IA of the Act of 1925 the ·appellate authority has 
been empowered to admit an appeal after the expiry of the limitation 
period, if it is satisfied that the appellant had sufficient cause for not 
preferring the appeal within such period. We propose to vest similar 
powers in the Registrar. In respect of election disputes we have also 
decided to limit the period for arbitration to 1 month. In the case 
of misfeasance recovery of loans, and the calls in the event of winding 
up the period fixed under Indian Limitation Act is, in our opinion, 
likely to prejudice the interest of the society because of the peculiar 
nature of its administrative machinery. It is also necessary to clarify 
the date from which the limitation period commences and the period 
itself in respect of certain ty~es of disputes. Subject to certain 
exceptions, the Limitation Act rriay be made applicable. 

318. We, therefore, recommend that the following new Section, 
Section 88 be added : -

SECTION 88-Limitation.-(1) Notwithstanding anything contained 
in the Indian Limitation Act, 1908, and subject to the specific provi
sions made in this Act, the period of limitation in the case of a dispute 
referred to the Registrar under Section 87 shall-

(a) When the dispute relates to the recovery of any sum 
including interest the:reon due to a society by a member thereof, 
be computed from the date on which such member dies or ceases 
to be a member of the society. 

(b) When the dispute is between a society or its committee 
and any past commitee, any past or present officer, or past or 
present agent, or past or present servant or the nominee, heir 
or the legal representative of a deceased officer, deceased agent 
or deceased servant of the society, or a member or past member 
or the nominee, heir or the legal representative of a deceased 
member and when the dispute relates to any act or omission on 
the part of either party to the dispute, be 6 years from the date 
on which the act or 9mission with reference to whic;h the dispute 
arose, took place, 

JrA Qb 2437-11 
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(c) When the dispute is in respect of any matter touching the 
constitution, management or business of a society which has been 
ordered to be wound up under Section 93 or in respect of which 
a nominated committee or an administrator has been appointed 
under Section 68 and Section 69 respectively, be 6 years from the 
date of the order issued under Section 93, Section 68 and 
Section 69 as the case may be. 

(2) The period of limitation in the case of any other dispute 
except those mentioned in sub-section (1) which are required to be 
referred to the Registrar under Section 36 shall be regulated by 
the provisions of the Indian Limitation Act, 1908, as if the dispute 
were a suit and the Registrar a Civil Court. 

(3) Notwithstanding anything contained in sub-sections (1) and 
(2) the Registrar may admit a dispute after the expiry of the 
limitation period if the applicant satisfies the Registrar that he 
had sufficient cause for not referring the dispute within such period 
and the dispute so admitted shall be a dispute which shall not be 
barred on the ground that the period of limitation had expired. 

319. Settlement of disputes.-In this section, we propose to deal 
with the machinery for settling the disputes referred to the Registrar 
under the previous section. The present position appears to be that 
when an application is received by the Registrar in respect of 
a dispute, he has to refer it for arbitration. To avoid frivolous 
complaints from being referred to arbitraticJn and societies being 
put to inconvenience and expenses, we recommend that no machinery 
for settlement of disputes should be made available by the Registrar 
unless and until he is satisfied that there is a dispute. Section 54 
provides the requisite machinery. Originally, it stated that the 
dispute shall be referred to the Registrar for decision by himself or 
his nominee or the Board of Arbitrators. But last year, provision 
fm the Board of Arbitrators was deleted by amending the Section. 
As a result only one nominee can decide the dispute. 

320. The justification for abandoning the system of Board of 
Arbitrators has been made on the ground that a nominee of a party 
to the dispute is liable to indulge in dilatory methods with the result 
that arbitration proceedings are unduly protected and justice is 
delayed. Co-operative opinion has also been unar..imous on the 
merits of the reforms effected by the amendment of the Section last 
year and we do not recommend revival of the Board of Arbitrators. 
It has, however, been pointed out that the amended section has 
created another anomaly. It leaves the settlement of disputes to the 
discretion Qf a single nominee and secondly, there is a danger of 
such a nominee erring on a wrong side while giving the decision. 
In fact, our attention was drawn by some of the witnesses to the 
miscarriage of justice by certain nominees and allegations were also 
made against their bona fides. We opine that the Registrar is expected 
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to make a careful choice of persons while appointfug his nominees. 
In spite of the best precaution, however, justice may not be assured. 
In complicated cases, it is customary for the High Court Judges to sit 
in benches of two. Similar practice has been adop~ed by the 
Revenue Tribunal. We commend this system to the Registrar since 
the two nominees jointly hearing a dispute and giving a decision 
are iq. a better position to arrive at a correct decision than one 
nominee. In matters other than complicated, however, one nominee 
should ~uffice. 

321. We do not want to fetter the Registrar's discretion in these 
mat~t:rs but wish to provide for the facility of appointing more than 
one nominee. We also visualise the possibili~y of a case in respect 
cf which the two nominees would differ.· In that case, closely 
following the practice in the High Court and ·the Tribunals, a fresh 
bench of three will have to be constituted. But the cases of this 
type v.ould be rare since the nominees will he of the Registrar and 
not of the parties and would, therefore, take a dispassionate view 
of the disputes before them. The two points require to be clarified 
in comwrtion with the machinery for settlemen~ of disputes. The 
proviso to the existing Section 54 (1) (a) lays own that the Registrar 
may !:USpPnd the proceedings in order to raciiitate the settlement 
of cor:1plicated questions of law in a ~ourt. Secondly, Rule 32 
authorises the Registrar to withdraw the dispute from his nominee 
in order to decide it himself qr refer it to another nominee. We 
propose to retain both these provisions su.bject to consequential 
chan;jE:s as a result of our previous recommendations. 

322. We, therefore, recommend that a new Section 89 be added 
as under:-

SECTION 89-Settlement of dispute.-( 1) If the Registrar · is 
!:ati~fied that any matter referred to him is a dispute within the 
meaning of Section 87, the Registrar shall, subject to the Rules, 
decide the dispute himself or refer it for disposal to one or- a board 
d rnNe than one nominee to be appointed by the Registrar. 

(2) Where any dispute is referred to under sub-section ( 1) for 
decision by the Registrar's nominee or a board cf nominees, the 
Hegistrar may at any time, for reasons to be recorded in wtiting, 
withdraw such dispute from his nominee or board of nominees and 
n:ay decide the dispute himself or r~fer it again to any other 
non:inee or board of nominees appointed hy him for decision: 

Provided that no such dispute shall be withdrawn except _on 
any of the following grounds :-

(i) The Registrar's nominee or board or nominees has failed 
to decide the dispute within two months or such further period, 
as :nay be allowed by the Registrar, 

lrA Qb 2437-lla 
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(ii) Proceedings before the Registrar's r..omir.ee are violated 
in consequence of corruption or misconduct on the part of the 
Registrar's nominee or board of nominees. 

(3) Notwithstanding anything contained in Section 87 (1) and 
(2), the Registrar may, if he thinks fit, suspend proceedings in 
regard to any qispute, if the question at issue between a society 
and a claimant or between different claimants, is one involving 
complicated questions of law and fact, until the question has been 
tried by a regular suit instituted by one of the parties or by the 
society. If any such suit is not instituted within two months 
from the Registrar's order suspending proceedings, the Registrar 
shall take action as_ laid down iri sub-section ( 1). 

323. Procedure for settlement of disputes and powers of Registrar 
or his 7£.0minee.-Rule 35 framed under the Bombay .\ct prescribes 
the procedure which the Registrar or his nominee has to follow in 
proceedings connected with the settlement of disputes. This has 
been done under Section 71 (2) ( 4). Rule 36 lays down that no 
party ~hall be represented by a legal practitioner. According to 
Rule 35 the Registrar or his nominee shall reccnl a brief note of the 
evidence, and has to give a decision in writing in aceordance with 
"justice, equity and good conscience". This de~ision has to be 
given in open court, thereby meaning that the Arbitraltor is a Court. 
It also prescribes that if any party duly summoned to attend fails 
to appear, the dispute may be decided e:r-parte but no remedy has 
been prescribed when the party summoned fails to appear. The 
Tribunal has held in several cases that the procedure for hearing the 
dispute is not uniform and in the dispute relati.ng to Rajwade Mandai 
it specifically suggested that a detailed procedur~ should be laid 
down. We think that this is overdue inasmuc:i1 as many awards 
have bE:en vitiated as a result of the difficulty in following the 
correct procedure. In this context the relevant Rules framed by the 
Government of Bengal and Madras under their Acts are in;portant. 
As regards power to enforce attendance, we beg to point out· that 
as a result of the amendment of Section 58 the Registrar or any 
person authorised by him to settle dispute has no power to summon 
and enforce the attendance of witnesses. We are, therefore, of the 
view that a provision for this purpose is necessary. 

324. The opinion regarding the appearance of legal practitioners 
in arbitration proceedings. differs violently. One view is that the 
dispute being a family affair, there is no need for allowing the 
appearance of a legal adviser. It is also alleged thar his presence 
would create legal complications. The appearance of legal practi
tioners was barred also on the basis that the societies being small 
could not afford legal expenses. In actual practice, however, with 
the growth of societies and in view of the complex issues. legal aid 
is considered desirable. Societies are in a position to get the best 



165 

advice by authorising a member who is a legal expert as their 
representatives at the hearing of the disputes. In such a case the 
other party which might not be a · society is handicapped. The 
Madhya Pradesh Act in force in Vidarbha makes a happy compro
mise between the two extreme views. Rule 34 framed under that 

·Act lays down that no party shall be represented by any legal 
practitioner except with the permission of the Registrar or Arbitrator 
or Arbitrators. Rule 48 framed under the Hyderabad Act operat
ing in Marathwada gives a similar concession but the Registrar's 
discretion is confined to "any legal complications of importance 
im'<>lved in any case". The adoption of the latter rule will lead 
to a further complication since whether a particular matter i.wolves 
"any legal complications of importance" or not can be the subject 
of litigation. We, therefore, favour the hap:ry compromise achieved 
by the Madhya Pradesh Rules. 

325. An important aspect in connection with the procedure to 
be followed relates to the power of the Registrar or his nominee in 
respect of amending the application relating to the dispute or join
ing a party to the dispute. In several cases this is considered neces
sary on grounds of equity and justice since the omission might 
have been technical. Suggestions have, therefore, been made that 
this power should be vested in the Registrar and his nominee. We 
feel that this is a reasonable request but have been informed by 
the Government that the legal opinion is that the amendment of 
the initial reference by the ~~gistrar or his nominee can unly be 
permissible under the present section with the agreement of all 
the parties to the dispute. In view of this we think it is necessary 
to make a specific provision for the purpose. At the same time 
we recognise that the power to amend the complaint should be 
restrictive. For this purpose we propose to rely, subject to neces
sary modifications, on Rule 10 of Order I in the first Schedule of 
the Civil Procedure Code and Order to govern the frame of suit. 

326. To provide for the contingencies referred to in the preceding 
paragraphs and to bring the existing Rules on the subject matter 
under the Act, we recommend that a new section, number 90 be 
added. It reads as under : -

SECTION 90-Procedure for settlement of disputes and rower of 
Registr'!J.r, his nominee or Board of nominees.-(1) The Hegistrar 
or his nominee or Board of nominees hearing the dispute under 
section 89 shall hear the dispute in the manner prescribed and shall 
have the power to summon and enforce attendance of witnesses 
including the parties interested or any of them imd to compel 
them to give evidence, and to compel the production of document:; 
by the same means and as far as possible in the same manner as 
is provided in the case of a Civil Court by the Code of Civil 
Procedure, 1908. 
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(2) No party shall be represented at the hearing of the dispute 
by any legal . practitioner, except with the permission of the 
Registrar or his nominee or Board of nominees, as the case may 
be. 

(3) (a) If the Registrar or his nominee br board of nominees is 
satisfied that a person whether he be a member of the society 
or not has acquired any interest in the property of a person who 
is held a party to the dispute, he may order _that the person who 
has acquired the in!erest i_n the property may join as a party to 
the dispute; and any decision that may be passed on the reference 
by the Registrar or his nominee or board of nominees shall be 
binding on the party so joined in the same manner as if he were 
the original party to the dispute. 

(b) Where a dispute has been instituted in the name <Yf the 
wrong person or where all the defendants have not been included, 
the Registrar or his nominee or board of nominees may, at any 
stage of the hearing of the dispute, if satisfied that the mistake 
was bona. fide, order any other person to be substituted or added 
as a pla:ntiff or a defendant upon such terms as he thinks just. 

(c) The Registrar, his nominee or board of nominees may, at 
any stage of the proceedings, either upon or without the appli
cation of either party, and on such terms as may appear to the 
Registrar, his nominee or board of nominees as the case may be, 
be just, order that the name of any party improperly j<•ined, 
whether as plaintiff or defendant be struck out, and that the 
name of any person who ought to have been joined, whether as 
plaintiff or defendant or whose presence before the Registrar, his 
nominee or board of nominees, as the case may be, may be neces
sary in order to enable the Registrar, his nominee or board of 
nominees affectually and completely to adjudicate upon and H:ttle 
all the questions involved in the dispute be added. 

(d) Any person who is a party to the dispute and entitled to 
more than one reliefs in respect of the same cause of action may 
r.laim all or any of such reliefs ; but if he omits to claim for all 
such reliefs he shall not forward claim for any relief so omitted 
except with the leave of the Registrar, his nominee or board of 
nominees. 

327. Attachment before award.-8ection 55 of the Bombay Act 
provides for attachment before award in certain circumstances. 
This section was amended last year in order to extend its scope 
to certain contingencies arising from the existing section 50-A. It 
provides that when a dispute is referred to the Registrar or when 
a person authorised by him under section 50-A examines the conduct 
of any person under that section, the Registrar or his nominee or 
the person authorised, as the case may be, if satisfied by enquiry 
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or oherwise that a party to such dispute or examination is likely to 
dispose off or remove all the property with the intent to delay or 
obstruct any execution of award or order, the Registrar may direct 
the conditional attachment of the said property unless adequate 
security is furnished and such attachment shall have the same effect 
as if made by a competent Civil CQurt. This section also retains 
the provision for enabling the Registrar or his nominee or the ~rson 
authorised to make an interlocutory order pending the decision in 
a dispute. 

328. The amended section is a considerable improvement over 
the old sectwr_ There, however, appears to be certain defects in 
this section. Firstly, equity demands that the parties affected should 
be given a hearing before such an order is. passed. This rractice 
is rigorously followed; but the section has pot recognised it with 
the result that even if it is abandoned the acti1:>n isnot \'itiated and 
the aggrieved party has no remedy. We consider that this defect 
should be rectified. Our attention has been drav.n to several cases 
in respect of which even though the property was attached under 
this section, the same was distributed rateably among the cr-ed1t0rs, 
where society had no priority. Therefore, it might be necessary to 
have the relevant entry made in the Record of Rights. Rule 44A 
prescribes the procedure for the custody of property attached under 
section 55. We think that this rule should be suitably amended 
in n·~pect of the attachment of immovable property. In connection 
\\ith this ~ectwn we also beg tb point out that there should be 
two steps fer attachment before award since the time factor is 
important. In our opinion. the objective would best be served if 
the conditi0nal attachment be accompanied by a show cause notice 
and the demand for adequate security so that if the Registrar or 
his nominee is not satisfied with the explanation as a result of the 
issue of noti:e he can confirm the order. In the case of attachment 
of property the pcs~tion of parties having ·rights prior l:o the attach· 
ment will ha\·e to be safeguarded. Similarly, it would be necessary 
not to bar a person holding a decree against a person wh<>se property 
is attached from applying for the sale of property so attached. 

3:!9. To give effect to our proposals, section 55 requires to be 
amended. The: section as amended "ill read as under :-

SEcno~ 91-Attachment before au:ard.-(1) '\vnere a dispute has 
been referred to the Registrar or his nominee or board of nomineeJ 
under section 89 or under section 101 or where the Registrar or 
the person authorised by him under sub-section (2) of section 85 
hears a person against whom the charges are framed under 
section 85(1), the Registrar or his nominee or board of nominees 
or the person authorised by him under section 86(2) as the case 
may be, if satisfied on enquiry or otherwise that a party to such 



168 

dispute or against whom proceedings are pending under section 85. 
with intent to delay or obstruct the execution of any award or 
the carrying out of any order that may be made : 

(a) is_ about to _dispose of whole or any part of his property; or 
~b) is about to remove whole or any pa;t of his property from 

the jurisdiction of the Registrar may, unless adequate security 
is furnished, direct conditional attachment of the said property; 
and such attachememt shall have the same effect as if made by 
a competent Civil Court. 

(2) Where the Registrar or his nominee or board of nominees 
or the person authorised by him under section 85(2) directs condi
tional attachment of property under sub-section (1), he shall issue 
a notice calling upon the person whose property is so attached 
to furnish security which he thinks adequate within a specified 
period and if the person fails to provide the security so demanded 
the Registrar or his nominee or board of nominees or the person 
authorised, as the case may be, may confirm the order and, after 
the decision in the dispute or the completion of the proceedings 
referred to in sub-section ( 1), may direct the disposal of the 
property so attached towards the claim if awarded. 

(3) Attachment made under sub-sections (1) and (2) shall not 
affect the rights subsisting prior to the attachment of property 
under sub-section (1) of persons not parties to the proceedings in 
connection with which the attachment is made nor bar any person 
holding a decree against the person whose property is so attached 
from applying for the sale of the property under attachment in 
execution of such decree 

330. Decision of Registrar, his nominee and Board of Nominees.
The Bombay Act does not provide for an award, but deals with 
appeals against an award. Rule 34, however, provides for the pay
ment of expenses of arbitration. It is also a moot point whether the 
award made after the time fixed by the Registrar can be valid. 
We think it is desirable to cover these matters in a separate section. 
Since the existing section 54(2) (i), relevant provisions of which have 
been incorporated in the proposed section 89(2) (i) prescribes that 
the dispute has to be decided within two months or such further 
period as may be allowed by the Registrar, any decision not given 
within the specified period is likely to be invalid, the Tribunal has, 
however, held that so long as the case is not withdrawn, the extension 
of the term is implied. At any rate, the legal position needs to be 
clarified. Administrative difficulties may not ensure the extension 
of the period for hearing the dispute before the expiry of such 
period. On the other hand if the award is to be vitiated by the 
expiry of the period, the dispute will be unnecessarily prolonged, 
the parties will be put to unnecessary hardship and expenses and the 
ends of justice will be defeated. We, therefore, think that 
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necessary to provide for matters to be covered by the award such 
as the subject of the dispute, expenses of the parties and the cost of 
arbitration, Section 57 of the present Act bars the legality of award 
being questioned in any Civil or Revenue Court. We have included 
this section in the proposed new section. 

331. As regards finality of the award, in Bombay the award is 
final once it is given by the Registrar or his Nominee and the 
machinery ceases to exist once the award is made. Under Section 
51(3) of the Hyderabad Act, the award becomes final only after the 
Registrar's approval. This practice is in operation in Marathwada 
and probably owes its existence to the absence of any machinery 
for appeal against the award. In Bombay facilities are available 
for an appeal to the Tribunal. Besides, the provision for Registrar's 
approval would mean unnecessary delay. We, therefore, do not 
consider it necessary that the award should be final only after it is 
approved by the Registrar. The Section as. amended and numbered 
92 reads as under : -:-

SECTION 92-Decision of Registrar or his nominee or Board of 
Nominees.-(1) When a dispute is referred to arbitration, the 
Registrar or his nominee or board of nominees may, after giving 
reasonable opportunity to the parties to the dispute to be heard, 
make an award on the dispute, on the expenses incurred by the 
parties to the dispute in conection with the proceedings, and the 
fees and expenses payable to the Registrar or his nominee or board 
of nominees, as the cas~ p1ay be. Such an award shall not be. 
invalid even though it may have been made after the expiry of the 
period fixed for deciding the dispute by the Registrar and shall, 
subject to appeal or review or revision, be binding on the parties 
to the dispute. The award so made shan· not be liable to be 
called in question in any Civil or Revenue Court. 

332. Appeal against the decision of Registrar, his nominee and 
Board of nominees.-The provision for appeal against the decision of 
the Registrar or his nominee has been made in section 56. It lays 
down "that any party aggrieved by the decision of the Registrar or 
his nominee under section 54 or an order passed under section 55 
by the Registrar or his nominee or person authorised by him, may 
within two months appeal to the Tribunal against the decision or 
order". There are two provisos which relate to appeals filed before 
the Registrar prior to April 1948 or which could have been filed had 
the Tribunal been in existence. These provisions were made in 1948 
when this section was introduced. We think that these provisions 
are now redundent and recommend their deletion. Prior to the 
deletion of section 54(a) the Tribunal had also the power to modify, 
correct or remit award made by a Board of Arbitrators. Because 
the proviso for Board of Arbitrators has been deleled, we are inform
ed, this section has also been totally deleted. We are of tne view 



that even in respect of awards made by the Registrar or his nominee . . ' 1t 1s necessary to invoke this section in order to ensure proper dis-
pensation of justice. . We, therefore, recommend that existing 
section 56 and the deleted section 54-A be combined into one. 

333. The only point that remains is whether the provision for 
appeal should be incorporated in the Chapter on appeals, or should 
follow the section providing for the award. Though strictly speaking 
this section should go in 'the Chapter on appeals, we are inclined to 
think that for the sake of convenience it would be desirable to 
incorporate it in this Chapter. It has been represented to us 'that the 
Registrar's powers under the existing Section 50-A are very extensive 
and the parties aggrieved have no remedy against his orders except 
to appeal to the State Government. The procedure is judicial in 
nature, but the action is administrative. The emphasis on the latter 
has apparently resulted in the provision for appeal to the State 
Government. At 'the same time, the fact re~Illains that innocent 
parties must get sufficient relief in the matter of getting justice. In 
the Bengal Co-operative Societies Act, the aggrieved party can appeal 
against the Registrar's decision in this respect to the District Judge. 
This procedure is, however, likely to be prolonged, cumbersome and 
costly. Further there is no Co-operative Tribunal constituted in 
Bengal under their Co-operative Act. All .the members of the 
Committee, except the Member-Secretary, who is Joint Registrar, 
Co-operative Societies, Bombay State, are of the view that the issue 
being justifiable, should be appealable to the Tribunal. The Member, 
Secretary is of the view that by making the administrative order of 
the Registrar appealable to the Tribunal, the Registrar's action is 
likely to be curbed. The appointment of an Auditor, Enquiry- Officer 
or an Officer to inspect the books, is made by the Registrar, who has 
also to see that the defects ~ the working of a society are rectified. 
Action under Section 50-A is only incidental to the Registrar's efforts 
to get the defects rectified and to see that the society is reimbursed 
for the loss sustained as a result of the action of the delinquent. 
members of the Committee. Under the existing Act, a speedy and less 
costly machinery is also assured. We concede to the force of the 
argument of the Member-Secretary, but beg to point out that the 
possibility of the Registrar erring on the wrong side while trying 
to safeguard the interests of the society, cannot be totally dismissed. 
At any rate, the issue has to be decided ·ifter considering al_l the 
available evidence and a judicial mind cannot only take a dlspas
sionate view of the issue, but its decision can also be accepted as one 
doing full justice to the aggrieved parties. As regards costs, we are 
of the view that by providing an appeal to the Tribunal instead of to 
the State Government, the cost is not likely to increase appreciably, 
and the aggrieved ·party will have the consolation that he received 
a fair trial. Subject to the dissent of the Member-Secretary, we, 
therefore recommend that Section 56 be renumbered as Section 93 

' after deleting the proviso therein and after adding relevant features 
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of Section 54-A which have been deleted by the amendment of 1956 
and should read as under : -

SECTION 93-Appeal against the decision of Registrar· or his 
nominee or board of nominees.-(1) Any party aggrieved by any 
decision of the Registrar or his nominee or Board of nominees 
under Section &2 or an order passed under Section 91 by the Registrar 
or his nominee or board of nominees or the person au'thorised by 
the Registrar under section 85 (2), may, within two months from 
the date of the decision or. order or award, appeal or apply to the 
Tribunal and the Tribunal may for reasons to bE- recorded in 
writing-

( i) modify the award, or 
( ii) set aside the award and order that the dispute shall be 

referred back to the Registrar or his nomtnee or board of nominees 
or the person authorised by the Registrar under Section 8'5 (2) 
in the manner provided. 

(vii) pass such orders thereon as it deem fit; 

Provided lthat no such order shall be made (a) after the issue of 
a certificate under Section 94 for the execution of the award and 
(b) except on any of the following grounds : -,-

(i) the objection to the legality of the award is apparent on the 
face of it; or 

(ii) the award has been vitiated in consequence of corruption 
or misconduct on the part of the Registrar or his nominee or board 
of nominees or the person authorised by '' e Registrar under 
Section 85 (2) ; or 

(iii) the award is in any way perverse. 

(2) In making an order under sub-section (1) that the dispute 
shall be referred back to the decision of the Registrar or his 
nominee or board of nominees or the person authorised by the 
Registrar under Section 85 (2), the Tribunal may direct that any of 
the persons who made the award shall not decide the dispute or pass 
the order under Section 91. 

(3) Where a dispute or an order under Section 91 is referred back 
under sub-section ( 1), the Registrar or his nominee or board of 
nominees or the person authorised under Section 85 (2), as the 
case may be, shall make a . fresh award or giv~ a: fresh ·d~cision 
within such time as may be fixed by the Tribunal. If the 
Registrar or his nominee or board of nominees fails to make a fresh 
award or the person authorised fails to give a fresh decision within 
the time so fixed, the Registrar or his nominee or board of 
nominees or a person authorised by him, appointed for the purpose 
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shall decide .the.dispute or make a fresh order .and the Tribunal IrulY 
on the application of any of the parties to the award or decision 
or otherwise for reasons to be recorded in wrjting modify the award 
or pass such orders thereon as it deems just. 

(4) Notwithstanding anything contained m sub-section (1) the 
Tribunal may admit any appeal or any application relating to an 
award made under Section 92 or an order made under Section 91 
after the expiry of the said period of two months provided the 
appellant or the applicant satisfies the Tribunal that he had sufficient 
cause for not making the application within the said period. 

334. Mode of execution of awards and orders.-Section 59 of the 
Bombay Act dealing with "money how recovered" deals with the 
subject matter. From the contents of this Section, it is obvious that 
it prescribes the mode of execution of awards and orders. We, there
fore, prefer the latter wording to the existing one in respect of 
marginal heading. We may add that Section 60 of the Hyderabad 
Act prE;!sently applicable to Marathwada has "Mode of execution;, as 
the marginal heading. This Section covers orders passed by liquidator 
under the existing Section 50, by the Registrar under the Section 50-A, 
and by the Registrar or his nominee on disputes referred to him under 
the existing Section 50 and 54 and every order passed in appeal under 
the existing Section 56, every order passed in revision under· the 
existing Section 63-A, and every order passed by the State Govern
ment in appeal against order passed under Section 50. Such orders on 
a: certificate signed by the Registrar or a liquidator be deemed as 
decree of a Civil Court and shall be executed in the same manner as 
the decree of the said Court or be executed as if they were for the 
recovery of arrears of land revenue. In the latter case an application 

· has to be made to the Collector within 12 years from the date fixed 
in the order or from the date of the order and has to be supported by 
a certificate from the Registrar. 

335. The first point to be noted in this connection is that only two 
channels for recovery are available. Besides the Civil Court and the 
Revenue Officers, in several States the recovery can be effected 
through the Registrar. In Madras under Sectio:q 57-A of the Madras 
Co-operative Societies Act, the Registrar is empowered to effec~ the 
recovery. One of the grievances of societies is that the method of 
recovery through the Collectorate is dilatory and the delay is unduly 
excessive with the result that the prospect 0f recovery becomes dim 
and the bottom is knocked out of the whole machinery built up for 
fixing the liability and effecting the recovery of dues of the society. 
The main reason for this is the shortage of Recovery Officers in the 
Collectorates compared to the volume of work they have to handle. 
True, the facility of appointing Special Recovery Officers is available, 
but it is not always that every society can take the advantage. This 
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difficulty is all the greater in the case of societies which have hardly 
a few awards to be executed. It may be noted that the cost of execu
tiOn of award is ,the first charge on the money recovered and the scale 
of fees is adequate. We, therefore, urge the Government to assess 
the adequacy of the existing machinery for recovering money through 
the Collectorates and strengthen it, so that the distinction between 
Recovery Officers and Special Recovery Officers can disappear and all 
societies, irrespective of their size or the number of awards, they 
send for execution, can take advantage of this section. We, however, 
view the problem from a different angle. Under ,this Act, the 
Registrar has been acknowledged as the Trimurti and controls the 
legal frame-work within which societies have to function. We, there· 
fore, submit that it is not proper that only one aspect of the legal 
frame-work, viz., the execution of awards and orders, sho-uld be 
entrusted to the Collectorate. We, therefore, commend the relevant 
proviso in the Madras Act to which we have referred earlier. To 
achieve this purpose an appropriate action might be necessary under 
the Land Revenue Code. We suggest to the Government to examine 
this aspect if our recommendation is accepted. 

336. We have received certain suggestions in connection with the 
operation of the existing Section. A plea has been made that the 
Civil Court referred to in the Section should be defined. This is in 
our opinion, redundant. The second sug5estion is that provision 
shouk be made for enabling a society in Bombay State to recover 
its dues from members whb might have migrated to other States 
mainly as a result of the Reorganisation of the States. A similar 
provision was made under Section 57(c) in the Madras Co-operative 
Societies Act, when the Andhra State was created. We consider 
that thi's is unnecessary since there are only a few societies whose 
members have migrated and in their case the awards can be sent 
by the Registrar of Co-operative Societies in Bombay State to the 
Registrar of any other State for execution. Another suggestion is that 
the cost of enquiry should be recoverable under this Section. The 
officials of the co-operative Department are unanimous that the 
present method of recovering it through a Magistrate is more effec
tive. \Ve do not, therefore, favour any change. The fourth sugges
tion is that the execution of awards passed by the Registrar's nomi
nee should not be held up till the period of appeal expires and they 
should be executed immediately on their delivery without impairing 
the rights of appeal of the aggrieved party. The main argument is 
that the decrees of the Civil Courts are executable as soon as they 
are passed. In the latter case a stay orcer can, however, be obtained. 
We are afraid that the members of a society may not be necessarily 
prompt to seek such a stay order from the Tribunal and the Tribunal 
itself being located in Bombay, the cost of moving the Tribunal will 
itself be heavy. We, therefore, reject this suggestion. At present 
applications for execution have to be made within 12 years from the 
date fixed in the order or the date of the order. This period is too 
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~ong ail? is one of the causes of lethargy on the part of the societies 
m sendmg the awards for execution. We, therefore, recommend 
that as a beginning towards progressive reduction of the period the 
words " 12" be substituted by the word " 5 " ' 

337. Besides the points discussed above, certain consequential 
changes including those relating to the number of the sections, are 
necessary. We, therefore, recommend that Section 59 be deleted 
and. a new Section - Section 94, be added as under :-

SECTION 94--Mode of execution of awards and orders.-Every 
order passed by a Liquidator under Section 101 or by the Regis
trar or his nominee or a board of nominees under Sections 92 or 
clause ( 1) of Section 91, or by the Registrar under Section 85, 
every order passed in appeal under Section 93, every order passed 
in revision under Section 147 and every order passed· by the State 
Government in appeal against orders passed under Section 145 
sha,ll, if not complied with on a certificate signed by the Registrar 
or a Liquidator, be deemed to be a decree of a Civil Court, and 
shall (a) be executed fn the same manner as a decree of such Court, 
or (b) be executed according to the Law and under the Rules for 
the time being in force for the recovery of arrears of land revenue, 
provided that an applicatic.n for the recovery in such manner of any 
such sum shall be made to the Collector and shall be accompanied 
by' a certificate signed by the Registrar or by an Assistant Registrar 
to whom the said power has been delegated by the Registrar, or (c) 
be executed by the Registrar or any persons subordinate to him 
empowered by the Registran in this behalf, subject to such Rules as 
may be prescribed by the State Government and without prejudice 
to any other mode of recovery provided in this sub-section : 

Provided that no application for the execution of the orders 
referred to herein shall be made after the expiry of 5 years 
from the date fixed jn the order or if no such date is fixed, from 
the date of the order. 

338. Recovery of crop loans.-Since 1948 the prov1s10n of crop 
finance Qn the security of crops to be raised has assumed consider
able significance. The scheme itself was conceived in 1948 and it 
was felt at that time that the machinery for recovering such dues 
should act speedily. With this aim in view section 59-B of the Act 
of 1925 was amended so as to extend the scope of its facilities to 
resource societies undertaking financing of crop and seasonal finance. 
The original section was inserted in 1943 in order to enable the land 
mortgage banks to recover promptly the defaulted instalments. 
Thus the section, as at presently worded, is used by both land mort
gage banks and resource societies. Since we,. propose to have a 
separate Chapter in the Act for land mortgage banks wherein we 

·propose to recommend the same facilities as are available under thi!:i 
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Section to such banks, we recommend that the operation of this 
section should be confined to resource societies engaged in providing 
seasonal finance. The section as it is worded leaves the initiative to 
societies only and if the management is slack or is prompted by an 
ulterior motive, it may be that the facility provided by this Section 
will not be availed of by the society. Our attention has been drawn 
to this particular aspect of the operation of the Section by some of the 
central banks in the State. The suggestion made is that in such a 
contingency the department should have the authority to take action 
suo moto. Thus the Central banks can represent to the Registrar and 
his officers for seizing the initiative. The suggestion, in ·our opinion, 
should help all concerned to tone up the administration of primary 
agricultural societies and we accept it. For reasons explained abov~. 
we recommenG.• that the Section 59-B be deleted and a new Section 
No. 95 be added as under :-

SECTION 95-Recovery of crop loans.-(1)" Notwithstanding any
thing contained in Sections 87, 89 and 94 on an application made by 
a resource society undertaking the financing of crop and seasonal 
finance as defined under the Bombay Agricultural Debtors' Relief 
Act, 1947, for the recovery of arrears of any sum advanced by it to 
any of its members on account of the financing of crop or seasonal 
finance anG; on its furnishing a statement of accounts in respect of 
the arrears, the Registrar may, after making such enquiries as· he 
deems fit, grant a certificate for the recovery of the amount stated 
the.<ein to _be due as arre~JS· 

(2) Where the Registrar is satisfied that a resource society has 
failed to take action under sub-section (1) in respect of arrears of 
any sum-advanced by it to any of its members on account of the 
finan5!ing of crop or seasonal finance, the Registrar may, of his 
own motion, after making such enquiries as he deems fit, grant a 
certificate for the recovery of the amount stated therein to be 
due as arrears and such a certificate shall be deemed to have been 
issued as if the applic:1tion was made by the society concerned. 

(3> A certificate granted by the Registrar under sub-sections (1) 
and. (2) shall be final and a conclusive proof of the arrears stated to 
be due therein and the same shall be recoverable according to the 
la\V for the time bein5 in force for the recovery of land revenue. 

( 4) It shall be lawful for the Collector and the Registrar to take 
precautiona.:y measures authorised by Section 140 to 144 of ·the 
Bombay Land Revenue Code, 1879, until the arrears due to the 
resource society together with interest and any incidental charges 
incurred in the recovery of such arrears are paid or security for pay
ment of such arrears is furnished to the satisfaction of the Registrar. 

339. Private transfer of property made after issue of certificate 
void against society.-There is a time lag between issue of a certifi
cate under the preceding section and the execution of the award. 
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During this period there is a danger of the person against whom the 
award is to be executed, transfering his property or mortgaging it 
with a vi.ew to defeating the purpose of the award itself. Jt is this 
contingency which has been provided for under section !>9-AA cf 
the Bombay Act. True, the public has to be protected against the 
possibility of being taken unawares of the e:xistence of the issue of 
the certificate. Rule 49 has, therefore, been provided for tl!e issue 
of proclamation to warn bonafide purchasers in time. The only 
difficulty is that there is no protection to the society against fraudu
lent transfer of property during the pendency of the enquiry, 
inspection, audit and liquidation proceedings. It is during this peri.ud 
that a guilty person becomes aware of the danger to h:s interest 
and can arrange for the transfer of his property long before the 
certificate is issued and such a transfer will be legal under the 
existing Act. The existing law, however, provides for attachment 
before award and, to that extent, precautionary measures can be 
taken against such a contingency. We, therefore, do not recommend 
any change in this section except consequential ones for ienumber
ing the section. The new section, numbered 96, will read as 
under:--

SECTION 96-Private transfer of property made after issue of 
certificate void against society.-Any private transfer or delivery 
o•f, or encumbrance or charge on, property made or created after 
the issue of the certificate of the Registrar, Liquidator, or Assistant 
Registrar, as the case may, be under section 94 shall be nul and 
void as against the society on whose application the ~aid certi
ficate was issued. 

340. Transfer of property which cannot be sotd.-In the process 
of recovery of dues of societies it may be necessary to sell a property; 
but if buyers are not there, the sale becomes impossible. In rmal 
areas particularly when a person whose property is to be sold is 
influential, buyers are scared with the result that the s.:~ciety is 

· left with no remedy to recover its dues. The position .=ilso holds 
good in respect of recovery against other orders of the Registrar. 
To provide for such a contingency and to ensure the execution of 
the order, section 59-A of the Bombay Act, lays down that such 
a property may, . with the previous consent of the Registrar, be 
transferred to the society which has applied for the execution of 
th~ order. It further provides that the society shall hold the pro
perty on such terms and conditions as may be agreed upon between 
the society and the Court or the Collector so as to protect the 
existing rights and encumbrances. The Collector can delegate his 
powers to his subordinate officers. The procedure for the transfer 
of property in these circumstances has been laid down in Rule 50. 

341. So far as the existing section is concerned, we beg to point 
out that under section 92, we have recommended that the order 
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,can· be executed by the Registrar. Consequently, along wjth ·the 
Court and the Collector the Registrar must also have the power 
. to direct the transfer of property. Secondly we are unable to under.: 
stand the propriety of requiring "the previous consent of the 
Registrar , for the purpose of such a transfer when the Court or the 
Collector under the existing section, is satisfied that the property 
cannot be sold. In our opinion, the authority which puts the p~O· 
perty to sale is in a better position to take the decision than the 
·Registrar. We, therefore, recommend that the words " with the 
· previous consent of the Registrar , be deleted. The section further 
lays down that the property can be transferred only to the society 
"which has applied" for the execution of the order. In certain 
Qircumstance~, it may be necessary for the Registrar himself to 
apply .for the execution of the order. In such an event it will not 
be open to the Court or the Collector under the existing section to 
transfer the property. To overcome this difficulty we recommend 
that the words "or on whose behalf an application has been made" 
be added between the word " applied " and the word " for "~ Under. 
sub-section (3) the Collector can de~egate his powers to the sub· 
ordinate officers. Since the Registrar is to exercise in accordance 
with.ou:r recommendation the same powers, the sub-section will have 
to be amplified for the purpose. We recommend accordingly. 

34~. One of the major difficulties in connection with the sale of a 
property or the transfer of property under this section is that the 
party entitled to _acquire the property experiences difficulty in the 
process of acquisition with .the result tliat in tne case o£ a sale, 
the right price of the property is not realised and in the case of 
transfer of property to the society under this section it becomes 
difficult for it to get 'the possession of the property. This difficulty 
has been experienced in oilier States as well. The Madras 
Committee on Co-operation, 1955-56, which examined this particu• 
lar aspect came to the conclusion that pro\"ision for affecting-delivery 
of possession of property requires to be made because in its abse11ce, 
parties would have to go to the Civil Court for possession an4 
would be put to unnecessary expenses and inconvenience. ., We 
agree with this view and endorse the provision recommend-:d by it. 
Other changes are consequential and verbal. We, therefore, recom
mend that section 59-A be renumbered as section 97 and be read· 
as under:-

SECTION 97-Transfer of property which cannot be sold.
(1) When in any execution of an order sought to be executed 
under section 94, any properly cannot be sold for want of buyers~ 
if such propery is in occupancy of the defaulter or of some person 
in his behalf or of some person claiming under a title created by 
the defaulter subsequently to the issue of the certificate of tlie 
Registrar, Liquidator or the Assistant Registrar, under C'lause (a) 
or (b) or (c) of section 94, the Court of the Collector or tpe 
L-A Qb 2437-1~ 
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Registrar,' as' the case :i:nay be, may di:rect that the said ~i'operty 
pi<ariy::-portion thereof shall be transferred to the society which 
has applied- for- the ·execution of the said order in the manner 
pre~cribed. 

(2) Where a property is transferred to· the Society under sub
s.e~ti<in- (i) or_ where a property is sold under section 94, tbe Court, 
the Cplledor_ or the Registrar, as the case may be, may, i:n accord
ance withJhe Ru}es prescribed, place the society or the purchaser, 
a~ . tpe case_ may be, in possession of the property transferred or 
~ol<!, ~y. re_moving, if necessary, any person bound by the decision 
@-F~-a.ward. 

(3) Subject to· such rules as may be made in this behalf and 
to ,ariy -rights,- encumbrances, charges or equities 1awfully subsist
ing. in favour of any person such property or portion thereof shall 
be- held :under sub-section (1) by the said society on such terms 
aQ.d- cori:dit1ons ·as· may be agreed upon between the Court, the 
CollectOr -or the Registrar, as the case may be, and the said society. 
Su.bjEict to the general or special oraers of the State Government, 
the· ~Collector or the Registrar may delegate to an officer, not 
belo\v· the· rank of an Assistant or the Deputy Collector or the 
Assistant- Registrar, powers exercisable by the Collector or the 
Reg~s_traJ:". under this section. 
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CHAPTER XL 

LIQUIDATION. 

- 343. The Government of India Act of 1912 had provided for the 
bare necessitie:; in connection with the dissolution of a society. It 
enabled the E:egbtrar after an enquiry or :m inspection or on an 
application from the members to cancel the Legi:>traticn of a society 
if he is satisfied that the Society is or ought to be dissolved. It also 
authorised l1im to caLcel registration of a soicety 1f the number of 
its members was less than 10. The other sec~ions provided for the 
consequences of cancellation such as the ceasing of a society as 
corporate body and the appointment of a competent person to be 
liquidator with certain powers and left the deta1ls to the local 
Governments for being prescribed under the Rules. In the bill to 
enact the Bombay Co-operative Societies 'Act, 19~5, however, the 
Government of Bombay decided to amplify-the provisions so as to 
bring them in conformity with the provisions in the Indian Com
panies Act, 1913, which was then in operation. The relevant sections 
in this Act deal with (1) the circumstances in which the Registrar 
may order the winding -up of a Society, and appoint a liquidator 
and fix his remuneration, (2) the effect of the order on past members 
and estates of deceased members, (3) effect of cancellation of 
registration, (4) powers of Liquidator, (5) bar of suit in the winding 
up and dissolution matters, and (6) disposal of surplus assets. 

344. Since these provisionS were incorporated in the Act, the 
Companies Act has been consolidated and the Co-operative Move
ment has also grown both in size of individual societies arid 
collectively and the problem arising from the winding up of s!)cieties 
have also been complex. \Ve have, therefore, come to the conclusion 
that provisions relating to liquidation and incidental matters should 
be codified and brought in line with the provisions of the- Companies 
Act, 195-6. One of the major complaints is that liquidation pro
ceedings are prolonged for years and there is no proper check on 
them. To the extent the Law should and can overcome the 
difficulties, we have recommended the necessary measures such as 
a provision for appointing a liquidator for an interim period, audit 
of liquidator's accounts and his reports, as well as for withdrawal 
of a winding up order and termination of liquidation proceedings. 
The liquidator's title has, therefore, also been dealt with. But in 
our opinion, the solution can be effective if the provisions in the law 
are reinforced by decisions involving administrative policies. 
Although this aspect is not within our purview, we wonder whether 
the time has not come for exploring the possibility of appointing 
official liquidators under the control of Registrar. It may also be 
possible to appoint federal societies as Joint Liquidators. We are 
emphatic that no individual from amongst the non-officials should 
be appointed. 

I.-A Qb 2437-12a 
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345. Winding up.-Sections 47 and 48 of the Bombay Act deal 
with the circumstances in which a society can be ordered to be 
wound up by the Registrar. These Sections have been derived from 
the Act II of 1912,. A question has been raised as to whether the 
Registrar is competent to issue an order. for the winding up of 
a society without giving an opportunity to the society to explain its 
conduct. In a recent case the State Government, on an appeal 
from a society, annulled the order of the Registrar on the ground 
that the society was not given an opportunity to be heard. This is 
a decision based on equity and justice, and in conformity with- the 
view taken by the Courts that no person, individual or institution, 
can be adjuged without being heard. At the same time, there is 
one danger in providing such an opportunity inasmuch as the office
bearers of the society concerned get an intimation in advance of the 
Registrar's intention and, if they wish, can take steps to destroy the 
records or evidence on the basis of which the Liquidator can take 
steps against them for the recovery of the society's dues. We are 
of the view that the Law must provide for giving an opportunity 
to the society to be heard and, at the same time, take care to ensure 
that the office-bearers do not take undue advantage of this opportunity. 
We, therefore, recommend that the Registrar should first issue an 
interim order for the winding up of a society and confirm it, 

· if he is not satisfied with the explanation of the society. During the 
period the interim order is in force the liquidator will be, under the 
proposal made by us, in charge of the affairs of the sodety, but will 
not proceed with the winding up of the society. He will assume 
the latter functions only after the order is confirmed and will hand
over the affairs of the society to the Committee if the interim order 
~s vacated. 

346. -The second point is whether a copy of the order should be
sent to the financing bank and any other federal society. In other 
States, a similar provision exists. In Bombay State, the Registrar, by 
convention sends such a copy to the financing bank. The reform 
introduced in the Co-operative Societies Act in 1943 \\'as specifically 
aimed at the "de-officialisation" of the Movement. From this point, 
the law should have logically provided for enabling a federal society 
to get a copy of the order in respect of its atftliated society 
especially when it has already thrown the obligation on Federal 
societies of getting certain defects in affiliated societies rectified. 
We are divided over the right of a federal society to such an order. 
Some of us feel that it is unnecessary; others think it is absolutely 
necessary, since a federal society has a vital interest in the affairs 
of its affiliated societies. The convention has struck a happy com
promise. We have, therefore, unanimously come to the conclusion 
that no provision is necessary either for conferring or denying the 
right to a Federal Society and have, therefore, no recommendation 
to make on the subject. 
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347. The Law is silent as to who should l'eceive the order on 
behalf of the scciety. We think that this is a matter which can be 
best provided for in the Rules along with the procedure for the 
issue of such an order. It is also necessary to clarify wh~n the order 
is effective. We find that a relevant provision has been made in 
the Hyderabad Co-operative Societies Act, which is presently 
applicable to Marathwada. As regarqs, the circumstances which can 
culminate in the issue of an order, we beg to point out that the 
Registrar is not at present permitted to issue such an order on the 
basis of the Auditor's report with the result that he (Registrar) 
has to order a fresh enquiry or inspection. of books before passing 
such an order. This duplication of work is unnecessary and we have 
deemed it necessary to include the auditor'l? report as also the basis 
for issuing the order. Section 48 of the Bombay Act refers to only 
one condition of registration being not fulfill€0.. As a result, a society. 
which may fulfil only. that particular condition laid down in the 
section· will be allowed to function even if it may violate other 
conditions of registration. We, therefore, think that it is necessary 
to widen the scope of this proviso, so that the controversy over the 
basis of his order can be completely set at rest. 

348. In view of the above changes, we recommend that existing 
Sections 47 and 48 be deleted and new Section 98 be incorporated 
as under:-

SECTION 98-Windmg up._.:(!) If the Registrar, 

(a) after an enquiry has been held under Section. SO or an. 
inspection has been made under Section 81 or ·on the report of 
the Auditor auditing the accounts of the society; or 

(b) on receipt of an application made upon a resolution. 
carried by three-fourths of the members of a society present 
at a Special General Meeting called for the purpos~; or 

(c) of his own motion in the case of a society which
(i) has not commenced working; or 
( ii) has ceased working ; or 
(iii) possesses shares or members' deposits not exceeding 

Rs. 500; or 
(iv) has ceased to comply with any condition as to regis· 

tration. and management in this Act or the Rules or the byelaws. 
is of the opinion that a scciety ought to be wound up, he rna~ 
issue an interim order directing it to be wound up. · 

(2) A copy of such orc.er made under sub-section l(a) and suh 
section l(c)(iv) shall be cQmmunicated, in the prescribed manner 
to the society calling upon it to submit its explanation to thE 
·Registrar within a month from the date of the i~sue of such order, 
and the Registrar. on giving an opportunity to the society to be 
heard, may issue a fresh order, which shall be called a final order 
vacating or confirming the interim ord€!". 
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349. Appointment of Liquidator.-In this section we propose. to 
provide for the appointment of a liquidator and the fixation of his 
remuneration as well as for his functions during the period for wliich 
th~ interim order is in force and for the period during which· the 
!>Ociety has an opportunity to appeal to the State Government, and 
get its decision. His main functions for this period are to -hold :in 
safe. custody the records and account books of the society, and to 
contin;ue the business of the s·ociety so far as is necessary during 
the interim period. We beg to point out that section 441 of the 
Companies Act states that the winding up of a company by the Court 
shall be deemed to commence at the time of the presentation of the 
petition of the winding up. We, therefore, r-~cominend that a new 
section,- section . 99, be added as under:- · · 

SEcTION 99-Appointment of Liquidator.-(1) When an interim 
order is passed under section 98(1) for the winding up of a society', 
the Registrar may, in accordance with the Rules, appoint .a person, 
to be provisional Liquidator of the society and fix his remuneration. 

(2) On issue of the interim order, the Officers of the society shall 
hand over tl) the provisional Liquidator the custody and· control 
of all the property, effects and actionable claims to which . the 
society is or appears to be entitled and of all books, records and 
other documents pertaining to the business thereof and shalJ have 
no· access to any of them. ~ 

(3) When a final order is passed under section 98(2) confirming 
the interim order, the Registrar may appoint in the manner 
prescribed, the person appointed under sub-section ( 1) o-r any other 
person as Liquidator of the society. Upon the appointment of the 
Liquidator, the officers of the society shall vacate their office, and 
while the winding up order remain in force, the general body of 
the society shall not exercise any powers. 

{4) The person appointed under sub-section {1) as provisional 
Liquidator or as Liquidator under sub-section (3) shall subject to 
the general control of the Registrar, exercise all or any of the 
powers mentioned in section 101. The Registrar may remove such 
person and appoint another in his place without assigning any 
reason. 

(5) The whole of the assets of the society shall, on the appoint
ment of provisional Liquidator under sub-section (1) or Liquidator 
under sub-section (3), vest in such provision::il Liquidator or Liquida
tor as the case may be and notwithstanding anything contained in 
any Law •for the time being in force, if any landed property is held 
by a provisional Liquidator or Liquidator, as the case may _be~ ·on 
behalf or the society, the title over the land shall be compl~te 
as soon as the mutation of the name of his office is effected and 
no Court shall question the title on the ground of dispossession, 
want of p~ ISfession Or physical delivery of possession. 
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(6) In the event. of the interim order being vacated. ·the:-per3qzit. 
appointed a_s provisional liquidator shall hand over the propei;'Jy, 
effects and actionable claims and books, records and.- other7 dOcU
ments of the society to the officers who had delivered .. the• :same 
to him. The acts done and the proceedings taken by the proVisional 
liquidator shall be binding on the society end ~uch proceedil'igs 
shall, after the interim order has been cancelled under section,-98(2~, 
be continued by the officers of the society. 

350. Appeal against the order.-Section 64 provides for appeal 
against the order of liquidation. It also cover& other types -Of appeal. 
In this section, nothing has been mentioned as to who ,ii;; .corrlpet~t 
to file an appeal. We are of the view that ·besides . 0fftcets :C,-r;.;=n~e 
society, members, who have stake in it- shpuld als.o: be. entitlSd~-:to 
appeal on payment of cost of hearing the .appeaL ... We~) th.8r.e:f~e, 
recommend a separate section . which should be ·:·:numberild!"I:..-a,s 
section 100 and read as under:-

SECTION lOO~Appeal against the .··order . of windif?,Q ~~~,~J:1ie 
Committee or any member of the society ordered to E~ wg.yJJP.J.~p 
may within 2 months from the date of theissue of_ the or~_r:t!P.'-~ 
under section 98 appeal to the State Governmen.:t1_ if_ ~lw~ .~!d~r<:.tf; 
made by the Registrar or to the Registrar if the o~der i~ .I!!li<J.~~ qy 
any person on whom the powers of the Registrar a~~. , f?~f~!!~~. 
provided that no appeal shall lie against an order, issued . \lnd~r 
sub-section l(c), (i), (ii), (ii.l-) of section 98 : 

Provided that no appeal shall be against an order pa~sed:by"l.he 
Registrar on appeal. 

Explanation.-No application under this ~ection sh~l~ .~e:::~nt~ 
tained from a member unless it is accompanied by .s~c;h: s.um·-:~ 
security for the cost of hearing the appeal as may be prescribe.d::::q 

351. Powers of liquidator.-Once the liquidator has been appointed, 
it is necessary to provide •for his powers. · This has .be~Ili ddii.Q. in 
Sections 50 and 58 of the Bombay Act. His pQwers .at. p:~;es.entrinc:l.J.aie 
(a) payment to creditors and compromh:e with them, .(b) cornp:r9m1se 
in respect of claims on the society and all questions :affeCtbtg its 
winding up, (c) determination of the contribution -to~ be~ mads1 by 
members, (d) instituting and defending legal proceedings, _;;{-e):·lssue 
of requisitions for recovery of dues and contribution;' to .~th·e . assets 
of the society, (f) referring disputes to ·arbitration,· and (g) ·-en~oi'cing 
the attendance of witnesses, etc. It is not clear from • the _·se~fion 
whether he has to obtain prior sanction of the Registrar' for: .exercising 
any of the powers. We have p-covided in the supervisio~ section 
that he shall be subject to the control of the Registrar;' arid1 We ..,are 
of the view that safeguard is adequate.· But" if a proviSii}rf-<i's'f& be 
made for the prior sanction of the Registrar iri res.Pect:·or -sticlf1md 
every action, we are afraid, the liquidator will not. be ·able ::fo {func
tion effectively ·or efficiently. As regards. powers, it<'i!:: i'i~'c·e~sary 



184 

specifically . to provide that he is competent to determine dues of 
members or _a past member, since some Civil Courts in Madras have 
held that the Liquidator has no such power under the present Act. 
We· think it also necessary to provide for enabling him to apply for 
.the enforcement of the order to any Civil Court, having legal juris~ 
diction and also to the Registrar who, under our recommendations, 
is ·alsCJ empowered to effect recovery. It is c.lso necessary to incor~ 
porate clause (1) as a provision so that he can do all acts and execute 
all docunie:ris necessary to such winding up . 

. 352. ·we have made recommendations under section 98 for 2 orders 
and there is a provision for appeal as well. A question has been 
~aised as to when the liquidator can take· steps to. liquidate the 
¢fairs of the society. The Co-operative opmwn differs. in this 
$Ubject. 'One- view is that unless an appeal is disposed of or' ihe 
period of appeal expires, the order is not strictly effective an::l, 
1herefore, the liquidator should not take any steps to liquidate the 
society. ·This view is fair, because in the event of an appeal being 
upheld,' the · · society is put to unnecessary trouble and suffers m 
prestige.' The other view is that the appeal. may be upheld only on 
technical grounds since no Registrar would pass the order unless 
he is satisfied that there is a prima facie case for the winding up of 
a society. In actual practice, the liquidator will take some time to 
.study the records, etc., and is not therefore, likely to be in a position 
to: take· any elfective steps for winding up until he is in possession 
of all facts. The issue of notices to creditors can however wait till 
the expiry of the period for appeal. In drafting the section, how~ 
.ever, we do not wish to re~trict the freedom of the liquidator because 
in specific cases, the authority hearing the appeal or the Registrar 
cOmpetent to issue the final order can restrain the liquidator from 
proceeding with the winding up of the society. We have also· taken 
precaution of drawing a distinction between a provisional liqUidator 
and a liquidator in section 98. 

353.. We therefore, recommend that section 50 be renumbered .as 
section 101 and be read as under:-

SECTION 101-Powers of liquidator.-The liquidator appointed 
under Section 99 shall have powers, subjer:._ to the Rules and the 
generai control of the Registrar (a) to institut~ and defend -any 
swt and other legal proceedings, civil or crimina! on behalf of the 
soCiety in the name of his office; (b) to ca.rry on business of the 
society so far as may be necessary for the beneficial wjnding up 
of the same ; (c) to sell the immovable and movable property 
and actionable claim of the society by a pu!Jlic auction or private 
contract with pe>wer to tranS'fer whole or part thereof to any 
person or body incorporate or sell the same in parcels; (d) to raise 
on the security of the assets of the society any money required ; 
(~) to investigate all claims against the society ~nd, subject to the 
lJrovic;;ions of this Act, to decide questions of priority arising 'out 
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of such claims, and to pay any class or classes of creditors in full 
or rateably ac;_cording to the amount of such debts, the surplus, if 
any being applied in payment of interest from the date of liquida
tion at a rate to be approved by the Registrar, but not <:xceeding 
the contract rate ; (f) to make any compromise or arrangement 
with creditors or persons claiming to be creditors or having or 
alleging themselves to have any claim, present or future, whereby 
the .society may be rendered liable ; (g) to compromise all calls or 
liabilities to calls and debts and liabilities. capable of resulting in 
debts, and all claims present or future, certain or contingent, 
subsisting or supposed to subsist between the society and a contri
b-utory or alleged contributory or other debtor or person apprehend
ing liability to the society and all questions in 2.ny way relating 
to or affecting the assets or the winding up of the society on 
suct.l terms as may be agreed and take· any security for the dis
charge of any such call, liability, debt, or claim and give 
a complete discharge in respect thereof; (h) to determine from 
time to time, after giving an opportunity to answer the claim, 
the contribution to be made or remaininJ to be made by·· the 
members or past members or by the estate, nominees, heirs or 
legal representatives of deceased members or by any officer, p&st 
oflicer or the estate or nominees, heirs or legal representatives of 
deceased officer to the assets of the society, such contribution being 
inclusive of debts due from such members or officers ; (i) to issue 
requi!;itions under section ... 94 ; (j) to get disputes referred to .the 
Registrar for decision by himself or his nominee or board of 
nominees; (k) to determine by what person and in what propor
tion the cost of the liquidation shall be borne; (1) to fix the time· 
or times within which the creditor shall prove their debts and 
claims or be included for the benefit of any distribution made 
before those debts or claims are proved, (m) to summon and 
enforce the attendance of witnesses and to compel the production 
of any books, accounts, documents, Gecurities, cash or other 
properties belonging to or in the custody of the society l1y the 
same means and in the same manner as is provided in the case 
of a Civil Court under the code of Civil Procedure, 1908 ; (n) to 
do all acts and to execute in the I}_ame and on behalf of the society 
all deeds, receipts and other doc:uments as may be necessary to 
such winding up : 

Provided that no liquidator shall determine the contribu_tion, 
debt or dues to be recovered from a member or a past member 
or thf' representative of a diseased member unless opportunity has 
been given to such member or past member or to such representa
tive to answer the claim. 

354. Withdrawal of final order.-We have already provided 
in Section 99 for the effect of an interim order being vacated. In 
the case of the final order there are two contingencies. Firstly 
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the power to cancel it. Secondly the appe1lant authority has the 
right to rescind the order. We have provided for the app~al in 
Section 100. In either cases the effect of the·final order l:eing cancel
led has got to be provided for in the Act. To meet these eontin
gencies we propose a new section. The object of it is to lay down 
who can cancel the order, and after it is cancelled, what the Liquida
tor should do. In Bombay an order once issuEd cannot be cancelled 
and once an appeal is dismissed there is no remedy for the restora
tion of the society even though it might be desirable in certain 
drcumstances, such as reconstruction, in the course of winding up 
proceedings. Our attention has been particularly drawn to the 
difficulty experienced by the members of a large-sized employees 
society which came to grief and was, therefore, ordered to be 
wound up but which the members are now anxious to reconstruct 
by putting in fresh capital. It is also necessary to provide as has 
l.Jeen done under Section 99, that the acts of the liquidator should 
-be binding on the society even after the liquidator hands over the 
chargP and such proceedings should be contiP..ued by the society. 
Otherwise action taken :i.n the interest of the society is not likely 
tiJ be pursued. We, therefore, ·recommend that a new Section, 
Section 102, be added as under :-

SECTION 102-Withdrawal of final order.--The State Government 
or the Registrar, in an appeal under Sectiu:1 100 and the RE:gistrar 
·of his own motion at any time may cancel the final order for the 
winding up of a society where the State Government or the 
Registrar in appeal or the Registrar of his own motion is of the 
opinion that the society should continue to exist. On the cancella
tion of the final order, the liquidator shall arrange for the constitu
_tion of a I).ew Committee in accordance with the bye-laws of the 
society, if the Registrar so directs, or where the Registrar nomi
nates a Committee, to the nominated committee and shall 
har.d over to such committee the· charge d the society. The acts 
done and the proceedings taken by the liquidator \vhile the wind
ing up order remained in force shall be binding on the society and 
such proceedings shall, after the winding up order· has been 
cancelled, be continued by the Committee and officers of the 
society. · 

. 3j5. Effect of order to wind up.-After the final order for· \-dnd
i.ng up i3 issued, three things follow. li'irstly, though the status and 
powers of the society continue until it is dissnlved, business is 
restricted to the extent of its benefici~l winding up. Secondly, the 
liq uidaor shall proceed with the liquidation cf the society and thirdly 
suits are stayed on windip.g up order.. The last provision is in line 
with n similar provision in the Companies Act. We find· that the 
6ihar a;ld Orissa Co-operative Societies Act, 1935, provides for· it 
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in Section 57. We have also provided for barring the Court from 
questioning· the title of a Liquidator to the landed property. We, 
therefor€, recommend a new Section 103 as under :-

. SECTION 103-Effect of order of winding up.-(1) After the 
expiry of the period for appeal against the order made under 
Section 98 ( 1) or where the appeal has been dismissed, the order 
for winding up shall be effective and shaH operate in favour of 
all the creditors and of all the contributories of the society as if 
it hnd been made on the joint petition of creditors and contribu
tor;es. When a winding up order becomes effective the liquidator 
shall proceed to realise the assets of the ·;ociety by sale or other
wise c.nd no dispute shall be commenced or, if pending at the date 
of the winding up order, shall be proceeded with, against the 
society, except by leave of the Registrar and subject to such 
terrr.s as the Registrar may impose. The Jtegistrar may, of his 
own. motion, however, entertain or dispose of any dispute by or 
again&t the soc~ety. 

356. Har of suit in winding up and diss.')lut.ion matters.-:-This 
subject has been dealt with adequately by Secti.on 51 of the Bombay 
Act: The only contingency is when the wind\ng up order is cancelled 
under section 102. Once the order is canceHerl, it is obvious that 
the provision in this section should cease to operate but it would be 
unfair to the Liquidator if he were to be.supjected to Court 'prqceed
ings or· otherwise· for his acti.clns. We, therefore. recommend a suit
able addition to Section 51 which, after being renumbered as 
Section 104, will read as under :-

SECTION 104-Bar of suit in winding up and dissolution matt'ers.
Sav-e in so far as is expressly provided in this Act, no Civil Court 
shall take cognisance of any matter connected with the winding up 
c•r d. isc;:olution of a society under this Act and when a winding up 
order has been made no suit or other legal proceeding shall lie or 
be r;ruceeded with against the society or the liquidator except by 
leave of the Registrar and subject to such terms as he may impose : 

Provided that where the winding up . order is cancelled the 
provisions of this section shall cease to operate ~o far as the liability 
of the society and of the members thereof to be sued is concerned 
but they shall continue to apply to the person who acted as 
Liq tlldator. 

357. Audit of Liquidator's accounts.-The present position in res
pect of the Liquidator's work in Bombay State is most unsatisfactory. 
In rnany cases liquidation proceedings are dragged on for a number 
of years and though the Rules require that the Liquidator has to sub
mit quarterly reports it is not always that this is dlone. The worst 
thing is that the members of the society in liquidation do not know 
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how the work of liquidation has been proceeding. Often times, the 
money belonging to the society in liquidation is not deposited in the 
Bank. To overcome the legal difficulties which do not take note of 
administrative problems, we propose that 'the law should impose 
certain obli,5ation on the Liquidator on the lines of those in the 
Companies Act. These are the maintenance of account books in the 
prescribed form and. getting them audited and circulated for the in
formation of the members. We propose on the lines of Section 462 
of the Companies Act, to empower the Registr~r to dispense with 
the compliance of any of the provisions of the Section which we 
recommend below :-

SECTION 105-Audit of Liquidator's account.-(1) The Liquidator 
shall, at such times as may be prescribed but not less than twice 
each year during his tenure of office, present to the Registrar an 
account in the prescribed form of his receipts and payments as 
Liquidator. The Registrar shall cause the accounts to be audited 
in such manner as he thinks fit and for the purpose of the audit, 
the Liquidator shall furnish the Registrar with such vouchers and 
information as he or the persC'n appointed by. him may require. 

(2) The Liquidator shall cause a summary of audited accounts 
tQ be prepared and shall send a copy of such summary to every 
contributory : 

Provided that the Registrar may in the case of any winding 
up proceedings exempt the Liquidator from compliance with 
sub-section (2). 

(3) The Liquidator shall pay such fees as the Registrar may direct 
for the audit of the accounts and books kept by him in the manner 
prescribed. 

( 4) The Liquidator shall be held liable for any irregularities 
which might be discovered in the course or as a result of audit 
in respect ·of tr~nsactions subsequent to his taldng over the affairs 
of the society and may be proceeded against as if it were an offence 
under section 85. 

358. Liquidator's report.-Rule 38 provides for the Liquidator's 
report in re5ard to the progress of the winding up proceedings. -This 
report is required to be submitted every quarter. As mentioned in 
the preceding paragraph we are of the view that the members of the 
society should know how the Liquidator has been functioning. We 
concede that in either case a quarterly report need not be submitted 
to the members though the· Registrar may need it when the proceed
ings are spreaa over a number of years but we are definitely of the 
view that the members should know at least once in six months 
about the state of affairs. On · the lines of . Section 455 of the 
Companies Act, we recommend the following new section, as 
Section 106. 
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SEcTION 106-Liquidator's report.-(1) The Liquidator shall as 
soon as practicable, but not later than six months from the date 
of the order made under Section 99, submit a preliminary repQrt 
to the Registrar, (a) as to the estimated amounts of assets a~d 
liabilities, giving separately under the heading of assets, parti
culars of (i) cash and negotiable securities, (ii) debts due from 
contributoriE-s, (iii) debts due to the society and securities, if any, 
available in respect thereof, (iv) movable and immovable proper
ties belonging to the society, and (v) the liability of members, past 
members, deceased members, and vfficers, past officers and deceased 
officers ; (b) the causes of the failure of the society, and. (c) where, 
in his opinion, action is necessary as to any matter relating to the 
promotion. formation or failure of the society, or the C'•)nduct of the 
business thereof. 

(2) The Liquidator shall submit a half-yearly progress report to 
the Registrar, in such form as the Registra:r: may rt!quire. · 

(3) .The report of the Liquidator under stib-sectivn (2) to the Regis
trar shall be available for inspection to the members of the society 
i11 the office of the Liquidator during office hours. 

Explanation.-For the purpose of sub-sectivn (3) the office of the 
Liquidator shall be the office where the books of the society are kept 
and if there is no office, the residence of the Liquidator shall be 
considered as the _said office of the Liquidatc.r. 

359. Termintrtion of liquidation proceedings.-In the existing 
Act there is no provision governing the · manner in which the 
Liquidation proceedings are to be terminated. The only reference 
is in Section 52 which deals with disposal of surplus assets and in 
Rule 33(9) which prescribes that the Liquidator shall summarise 
his proceedings, etc., before the general meeting. There is no period 
prescribed within which the liquidation has to be terminated~ In 
certain States a period has been prescribed and this ranges 
upto three years on the commonsense view that the changes 
of recovery have to be ruled out after that period. The laws in 
certain States, however, permit the Registrar to extend the period. 
In Madras, the Committee, 1955-56 has proposed that afte .. · three 
years, the registration of the society may be cancelled but the pro· 
cess of winding up should be continued. after cancellation. We are 
doubtful whether such provision will be legal since the society, in 
the process of winding up, has at least a legal existence but once 
its registration is cancelled, it totally disappears and the Liquidator 
cannot have c:ny existence. We, therefore, opine that the liquida
tion proceedings should ordinarily be terminated within three 
years from the date of issue of oraer and, after providin~ for certain 
contingencies, compulsorily terminated at the end of seven years. 

360. The second point to be noteC:. is that the liquidation proceed
ings should be terminated only after the Liquidator submits hi~ fin:;ll 
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~eport to· the Registrar and the said report is placed before the gener~l 
meeting of the members of the society called for recording it an'O not 
for adopting it. We propose to provide for this by adding the follow
ing Section, as Sectio~ 107. 

·SECTION 107-Termination of liquidation proceedings.-( 1) Where 
the order for winding up a society has not been withdrawn under 
Section 102, the winding up proceedings of the society shall be 
closed within three years from the date of the order of the winding 
up unless the period is extended by the Registrar : 

. Provided that the Registrar shall no~ grant any extension for 
a period exceeding one year at a time but four years in all and shall, 
immediately after the expiry of seven years from the date of the 
order for winding up of the society, deem that the liquidation 
proceedings have terminated and pass an order terminating the 
liquidation proceedings. 

Explanation.-In the case of a society, which is under liquidation 
at the commencement of this Act, order for the winding- up of the 
society shall be deemed for the purpose of this Section to have 
been passed on the date on which this Act comes into operation. 

(2) Notwithstanding anything contained in sub-section (1), the 
Registrar shall terminate the liquidation proceedings on receipt {)f 
the final report from the Liquidator. The final r~port of the 
Liquidator shall state that the liquidation proceedings of the society 
have been closed and how the winding up has been conducted and 
the property of and claims of the society have been dif-posed of; 
and shall include a statement showing a summary of the account 
.of the winding up including the cost of liquidation, the e.mount, if 
any, standing. to the credit of the society in liquidation after pay
ing off its liabilities including the share or interest of members and 
suggest how the surplus should be utilised. · 

(3) The Registrar, on receipt of the final report from the Liquida .. 
tor, shall direct the Liquidator to convene a general meeting of the 
members of the society for recording his final report. 

361. Effect of cancellation of Registration.-Section 49 of Bomba~ 
Act deals with the effect of cancellation of registratior.. This section 
provides for the cancellation of societies in respect of which a Liqui..: 
dator may not have been appointed. We cannot visualise a society· 
without a fund once it is registered. It may be, however, that in 
certain societies such as those, which have not commenced business; 
the quantum of funds may be negligible. We submit that once the 
society is registered, its liquidation should be under the supervision 
of the Registrar and, therefore, the appointment of Liquidator, may be 
for a day, is necessary. We have, therefore. ruled out already the 
possibility- in Sectio!l 99 of no Liquidator being appointed 'for any 
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socie~y ordered to be wound up. Section 49 of the Act of 1925 only 
provides for the cancellation of a society but it is silent on how the 
records, etc., in the possession of the Liquidators should be disposed of 
and how the society's affairs should be a clo£d book to its members 
and other persons. The existing section also misconstrues that :the 
appointment of the Liquidator or the confirmation in appeal of order 
for winding up is by itself such at which the registration should be 
cancelled. This we submit needs to be clarified. We, 1herefore, 
recommend that Section 49 be renumbered as Section 108 and be 
amended as under :- · 

SECTION 108-Effect of cancelLation of registration.-(1) On the 
termination of winding up proceedings as provided in Section 107 
the Registrar shall make an order cancelling the registration of the 
society _and the society shall be deemed t9- be dissolved and shall 
cease to be a body corporate by the name under which it was 
registered from the date of such order. 

(2) · All books, registers and accounts belonging to the society and 
all books, accounts and papers relating to its liquidation proceedings 
which are in possession of the Liquidator shall be delivered by the 
Liquidator to the Registrar or to such person as the Registrar may 
direct and no person will have any claim for inspection or otherwise 
on any of them. 

362. Disposal of surplus assets.-Section 52 of the Bombay Act 
prescribes the manner in whith surplus assets of a society whose 
affairs are wound up should be disposed of. Firstly, this · section 
emphasises that the members will not be entitled to the surplus. 
Secondly, it says that it will be divided in accordance with the 
provisions in the byelaws or, in the alternative, in a manner prescribed 
in the section. A senior co-operator had represented to the Special 
Committee of the State Co-operative Council which had been 
appointed to examine the Act " the priority to an object of public 
utility over local or communal interest has created a suspicion among 
the rural people". Our enquiry shows that this ~s far from correct. 
At the same time we are of the view that the words "public utility" 
are so wide that any object can be covered. It is not fair that such 
a wide object should have a prior claim on the surplus. According 
to equity and justice, the Co-operative Movement has a moral claim 
over such a surplus. The local interest has also to be safeguarded. 
A balance has, therefore, to be struck. In our opinion, the first claim 
should be of a society which is likely to be created on the ashes of 
the old one whose surplus is to be disposed of. If this is not possible 
within three years, then the surplus should be used for an object of 
public utility in the area of operation of the society to which the 
surplus belongs. The next claim should be that of a federal society 
having a similar object and of the Bombay State Co-operative Unio~ 
~nd finally a charitable purpose should have a claim OVE}r th~ surplus.~ 
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363; We are informed that in the absence of any specific period fo~ 
the utilisation of the surplus, large funds of societies which1 went into 
liquiGiation have been lying idle with the Registrar and we think that 
this surplus should be utilised for the benefit of the movement. In 
p~der. however, to prevent the accumulation of such funds in future, · 
we think it necessary to provide for a time period at the appropriate 
stage. The original object of Section 52 of the Bombay Act was, 
to quote Shri J. A. Madan, the then Registrar, that "the general 
meeting of a society has got to decide in what way the surplus funds 
are 'to be disposed of and that decision has to be approved by the 
Registrar" : (Bombay Legislative Council Debates-official Report, 
:July ·25, 1925, page 477). This is probably one of the ca·u.ses 0f the 
surplus being not utilised. In actual practice, the Registrar has the 
discretion. We have sought to confine the recommendation of the 
members in regard to their choice of an object of public utility and 
local interest, laid down priorities and. have, subject to these two 
reservations, given the discretion to the Registrar. Accordingly, we 
recommend that Section 52 be renumbered as Section 109 and be read 
as under:-

SECTION 109.-Disposal of surplus assets.-The surplus assets, as 
shown in the final report of the liquidator of a society which has 
been wound up, shall not be divided amongst its members but shall 
be devoted to any object or objects, provided in the byelaws of the 
society if they specify that such a surplus shall be utilised for the 
particular purpose. Where the society has no such byelaws, the 
surplus shall vest in the Registrar who shall hold it in trust 
and shall transfer it to the reserve fund of a new society registered 
with the similar object andl serving more or less an area which the 
society to which the surplus belonged was serving : 

Provided that where no such society exists or is registered within 
three years of the cancellation of 1the society whose surplus is 
vested in the Registrar, the Registrar may distribute the surplus in 
the manner he thinks best among any or all of the following :-

(a) an object of public utiUty and of local interest, as may be 
recommended by the members in general meeting held under 
Section 107 (3); 

(b) a fec!eral society with similar objects to which the cancelled 
society was eligible for affiliation or, where no federal society 
exists to the Bombay State Co-operative Union ; and 

(c) any charitable purpose as defined in section 2 of the 
Charitable Endowments Act, 1890. 

364. Surplus assets of housing society.-Bebre winding up this 
chapter it is necessary to examine the provisions in regard to the 
surplus' assets of housing societies in the Act of 1925. Secti:m 53 
requires the appointment of three joint liquidators, one nominated by 



193 

the Regis~rar, on_e by the society and one by the Bombay Centrnl 
Co-operative Institute. If any of the latter two fails to nominate its 
representative in 30 days, the remaining liquidators or the· sole 
liquidator can function. In the definition of liquidator given in 
section 2, we have not excluded the pos13ibility of joint liquidators 
being appointed. The second part of the Section deals with their 
power to continue the working of the society, reconstruct it or sell 
the property and dispose of the surplus assets. Section 101 recom
mended by us fully covers all these powers of the Joint LiquiC.1ato:rs. 
We find from the notes on Clauses in the Bill of 1924 that " this 
provision is required in order to ensure that public concessions given 
to a housing society. shall not be abused for private profiteering and 
to securE the tenant members of the society against any possible 
injury to their claims following upon the mismanagement by 
a committee or in other ways". We beg to point out that this is also 
the object Qf Section 101 recommended by us: A point may be rai:;ed 
as to whether the appointment of three liquidators should be left to 
the discretion of the Registrar. We answer this- in the ··affirmative 
because they are to function subject to his control and directions. 
In other societies where joint Liquidators function, there is no 
statutory provision. We do not, therefore, understand why it should 
be so in ,the case of a housing society. We have built up a sound 
convention as a result of the operation of Section 53 of the Act of 
1925 during the past 32 years and are confident that the deletion o~ 
the section will not mean any depavture from the existing practice, 
which is sound. For reasons explained, we have come to the conclu
sion that there will be no harm in deleting Section 53 which smacks 
of conferring a special privilege on housing societies but which is 
not so in actual practice. Therefore, we recommend the deleti<;ln of 
Section 53. 
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CHAPTER XU. 

FARMING SOCIETIES. 

365. The history of this chapter dates back to 1922 when 
a Government Committee recommended that the protection of crops 
from wild animals would be facilitated by fencing. To cut down the 
cost of fencing it was thought necessary that the area should be 
sufficiently large. For this purpose, and in order to bring in unwill
ing farmers, it recommended that legislation should provide that if 
the majority of the owners were willing to foot the bill of fencing 
and maintenance and if the Government was satisfied ,:.;ith the utility 
of the project, the remaining land-owners should be compelled to 
contribute to the cost. Thus the original object of this chapter was 
to provide special facilities for crop protection soc:ieties. In 1944 
the State Government decided to experiment with Co-operative 
Farming. Following recommendation of the Co-operative Planning 
Committee two years later, Co-operative opinion was mobilised in 
favour of compulsory membership in respect of societies connected 
with consolidation of holdings, irrigation and co-operative· farming, 
and a bill was introduced in 1948 to expand the scope of this Chapter 
to better farming societies, societies for· consolidation of holdings, 
irrigation societies, land reclamation societies, fencing societies, land 
improvement societies, etc. Shri V. L. Mehta, the then Minister of 
Co-operation who piloted the bill explained that " it is Government's 
ardent desire and wish to see that progress in the direction cf what 
we may call agricultural organisation of these types is not impeded 
by the recalcitrance of a minority" (Bombay Ligislative Assembly 
Debates, Official Report, February 21, 1948, page 120). 

366. At present various types of societies associ.ated with agricul
tural production and organisation of the agricultural industry are 
classified under different sub-heads with the resUlt that legal com
plications have arisen in matters, relating to the operation of 
Bombay Tenancy and Agricultural Lands Act, 1.948. This Act refers 
in various sections to only Co-operative Farming Societies, which it 
definies as " a society registered as such under the Bombay Co
operative Societies Act, 1925. To our knowledge, societies in the 
group are classified according to their sub-groups and they are not 
registered "as such". As a result disputes have arisen over the 
benefits conferred by the Tenancy Act on societies v;ithin the fold 
of Co-operative Farming. We, therefore, beg to recommend that the 
main classification for any of these societies should be farming 
societies and the sub-head might be a particular sub-class of societies. 
To facilitate this classification it is necessary to include all types of 
societies falling within the group though their nomenclatures are 
different on account of their distinctive features. The ptesent Act 
defines a "farming society" as a society formed with t,he object of 
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promoting development of land and better methods of cultivation 
etc .. Among the mean~ mentioned are improved seed, irrigation: 
bundmg, tractor ploughmg and soil conservation. Consolidation of 
holdings, land reclamation, land improvement and fencing are also 
the accepted means to promote better farming. A further distinction 
has ~een dr.awn between a. better farming society and -co-operative 
farmmg soc1ety. Where cultivation is done by individual members 
of a so7ie:y the society. is des~r.ibed as better farming society. 
Where 1t 1s done collectively or JOmtly, the society is known as a co
operative farming society. A co-operative farming society described 
as such may be of any of the three types. A co-operative joint farming 
society which pools land of its members, who work jointly and receive 
wages for C.aily labour and which produces and disposes of the pro
duce collectively though the ownership of each member in his holding 
is recognised. Where a co-operative farming· society divides its land 
and leases plots into individual members for ·~ultivation, it is culled 
co-operative tenant farming society, but where the lands are 
cultivated jointly by all the members and the principle of 
collectivisation is. extended to distribution and benefits, the sc·riE:ty 
is described as a co-operative collective society. In !the case of 
co-operative collective farming society, the essential feature is that 
the land belongs to the society. Societies are also classified 
according to the means they adopt for promoting better farming 
as has been stated earlier. 

367. In all these societies • .~he key to success is a sufficiently 
compact area. For this purpose, it is necessary to provide for an 
element of compulsion for membership, the principle underlying 
which was recognised over three decades ago. Since then Co
operative practice has adopted itself to the changing economic con
ditions. Under the scheme for reorganisation of agricultural credit, 
the principle of open membership has been advocated. We have 
already provided· under Section 22 for open membership with faci
lities to persons not aamitted in a society as a member to appeal to 
the higher authorities. The corollary of this !>rovisions should be 
that where the majority in a particular area opines that co-operative 
effort is desirable in a particular direction, the 1:1inority should not 
impede that effort. This is all the more important because the 
benefits are likely to be reaped by the minority without shouldering 
the responsibilities and which are the features of a co-operative 
organisation. We, therefore, consider that this chapter is necessary. 

368. Chapter XI of the Act of 1925 deals with application of this 
chapter, definitions, constitutions of the board, appointment of an 
Enquiry Officer, procedure, et.c. We are of the view that many of 
tlie provisions in this chapter are such as to falllegitimately within 
the scope of the Rules. The constitution of the board, the machinery 
for enquiry, preliminary procedure, publication of the scheme, 
enquiry by the enquiry officer and report of the enquiry officer are 

L-A Qb 2437-13a 
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matters which can safely be relegated to the Rules after incorporat
fng the bare- principles in this Chapter. In our opinion, three things 
have to be provided for under the Law. These relate to the scheme 
,and the registration of a society, the effect of the scheme and regist
_x:ation and powers of the society after registration as regards the 
financing of the scheme, and recovery of. dues. It is also necessary 
to empower the Government to exempt a society iwm the provisions 
of Chapter IX in the Act. With these objects in view we recom
mend that sections in the existing chapter be deleted and the follow
ing sections be substituted. 

369. Scope of the Chapter.-As stated above the object of this 
-chapter is to cover different types of societies which ere connected 
with the organisation of the agricultural industry by different 
-means: It may be that certain types of societies will have been 
excluded. unwittingly from the comprehensive definition of a farm
i:rig society. To overcome this difficulty and to confer the benefits 
~f this chapter on such societies, we recommend that the proviso in 
·section 64-B of the Act of 1925 be retained. The section, number
ing 11_0, will read as under :-

SECTION 110-Appiication of this Chapter.-This Chapter shall 
apply to farming societies including better· farming societies, 
tenant farming societies, joint farming societies, cullective farming 
5ocieties and societies for consolidation of holdings, land reclaiT'a
tion -and improvement, crop protection, irrigation, and for provid
in~1 enbankment facilities : 

; Provided- that the State Government may, by general or special 
)rder published in tlie Official Gazette direct that the provisions 
of this Chapter shall also apply to any other class of societies r.nd 
~hereupon they shall apply as if such societies are farming 
societies. -

·370. - Registration.-The procedure preliminary to the registration 
ila$ been .laid down in Section 64-C, 64-D," 64-E, 64-F, 64-H, 64-I, 
54-J, 64-K and 64-L. We recommend that all _these Sections 
5hould-be transferred to Rules. The point to be noted in connection 
with- the registration is_ that a society should be registered after 
[ts' scheme--. becomes final in publication, and when those affected by 
the- !)eheme- ·can assume certain rights and liabilities in the society 
as mentioned in the scheme and the area of operation is determined. 
We, therefore; recommend that Section 64-G relating to registration 
and 64-L-about sanction of the scheme in the present Act be merged 
into--th~ following new Section to be read as Section 111 :-

SECTioN ·111-:-Registration.-( 1) If the Registrar is satisfied that 
Jll.e-conditions -o{registration as laid down in Section 6 of this Act 
J'l<'!ve been fulfilled and that the scheme proposed by the society 



197 

is economically sound and has been sanctioned ·by the State 
Gov~rnment after due enquiry in the manner prescribed:' the 
RegiStrar shall register the society. 

(2>. Notwit~tanding anything cQntained. m sub-section ( 1), · no 
farmmg soc1ety shall be registered unless 66 per cent. ·of the 
owners and/or tenants in possession of or having interest as tenants 
in not less. than 75 per cent in aggregate of the land proposed to 
be included in the area of operation of the proposed s.ociety have 
given their consent to the making of the scheme. 

371. Effect of registration.-The effect of registration of a farming 
society is that, the society assumes the powers to enforce the scheme 
within its area of operation. To enforce this scheme, it is w.=-ressary 
that the society should have powers tQ execute the work and recover 
the expenses from persons within that·. area who are likely to be 
benefitted from the scheme. Under Section 64-0 a contribution 
towards the cost of the scheme · can be recovered from 
members as well as those who may have refused to become members 
and the owners of the land affected by the scheme shall be primarily 
liable for the payment of the contribution. In view cf the operation 
of the Bombay Tenancy and Agricultural Lands Act, tenants having 
interest in the land will also have to be embraced. We, therefore, 
propose to merge three Section 64-M, 64-N and 64-0. into ·one 
Section which, numbered 112 will read as follows:-

SECTION 112-Effect of registration.-( 1) On the registration of 
a farming society, all the .Owners of and tenants having interest in 
lands included in the area of operation of the society, whether they 
are members of the society or not, shall have such rights alld 
shall be subject to such liabilities as are conferred or imposed on 
them under the byelaws of the society. · · · · 

(2) The society registerea under section 111 may execute· any 
work and undertake such other functions as may be laid down in 
its byelaws and may recover expenditure thereon from all the 
owners of and tenants having interest in lands included in its area 
of operation whether they are members of the society or not, ·on 
the basis of contribution leviable at a rate specified in the bye
laws or in the general meeting or in any manner prescribed in the 
Rules or specified in the scheme. 

372. Dues of farming societies and their recovery.-Section 64-P 
of the Bombay Act deals with dues of farming societies. It lays 
C..own that subject to the provisions of Section 24, the dues by members 
or past members shall be the first charge upon their- interest in the 
crops. From the members, deceased members have been excluded. 
Again, because the contributions, etc., will be due from non-members 
as well, it is necessary to provide for the charge on their interest. 
As regards recovery of arrears, Sect~Qn 64-Q lays down 
that these are recoverable on the application of the society. by the 
Collector as the arrears of Ian<! revenue. The latter proviso is in 
accordance with the provisions in section 59 of the present Act. In 
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reCQmmending Section 94 in place of the existing Section 59 we have 
visualised that the Registrar should also have the power t~ execute 
the awards. For the purpose of recovery of arrears we are of the 
view that it would be enough to l_py down that the provisi<m in 
Section 94 can be invoked. With these objects in view we recommend 
that Section 64-P and 64-Q in the Act of 1925 be deleted and the 
following new Section 113 be substituted. 

SECTION 113-Dues of Farming Societies and their recovery.
(1) Subject to the provisions in Section 49, any outstanding de
mands or dues payable to a farming society by any person, whether 
he is a r~1ember or not, in respect of any other right3 or amounts 
pay;:tble by him to such society shall be a first charge upon his 
interest in the crops or other agricultural produce on the land in
cluded in the area of operation of such society and of which he 
is an owner or in which he has interest as a tenant. 

(2) Any sum due to a society under sub-section (1) shall, on the 
application being made by such society for recovery be recover
able as if j.t were dues. to be recovered under section 94. 

373. Exemptions.-8ince the Chapter covers farming societies, it 
is possible that a particular type of farming society may find it in
convenient to function under this Chapter or any of the provisions 
in this chapter. Section 64-R(1) of the present Act veste the power 
in the State Government to exempt a farming society from any of the 
provisions in the Chapter. Sub-section (2) brings within the scope 
of this Chapter farming societies registered under Section 10 prior 
to the date on which the Bombay Co-operative Societies (Amend
ment) Act, 1949, came into force. This proviso has to be brought 
upto date since we have recommendled in paragraph 33 that the 
present Act should be replaced by a fresh ~egislation. The clause 
will also have to be extended to other component parts of the St;:tte. 
To incorporate these changes we· recommend that Section 64-R 
in the present Act be renumbered as Section 114 and be amended 
as under:-

SECTION 114-Power to exempt farming societies from provisions 
of Chapter IX.-(1) Notwithstanding anything contained in Sec
tion 110, the State Government may, by general or special order 
to be published in the Official Gazette, exempt any iarming society 
or class of such societies from any or all of the provisions of 
Chapter 1X. 

(2) Any farming society in respect o~. which a cert~ficate of 
registration has been issued by the Registrar under Section 10 of 
the Bombay Co-operative Societies Act, 1925, or any other Co
operative Societies Act applicable to societies in any o~ the_ com
ponent oarts of Bombay State, before this Act comes mto :!.orce, 
shall be. deemed to have been validly registered under this Act, 
notwithstanding that any of the provisions of Chapter IX as to 
re~istration have not been complied with. 
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CHAPTER Xlll. 

LAND MORTGAGE BANKS. 

374. B~ef history;.-Th~ search for an agency to provide long, 
term crectt f~r. ~gncultunsts for financ~g their capital expenditure 
o_n ~and was Initiated as early as 60 years ago. In Bombay State a 
limited effort was made by the Bombay State Co-operative Bank 
and, following the appointment of a Committee at the Gujerat Divi~ 
sion Conference in 1923, plans were for~ulated for setting up district 
land mortgage banks. Ten years after this. the Government of 
Bombay appQinted a Committee to examine the question of develop
ment of land mortgage banking in the State. As a result of a resolu
tion passed in the Bombay Legislative Couf:!cil in 1935, empowering 
the Government to guarantee the principal ap.d interest of debentures 
upto Rs. 50 lakhs for enabljng the lancl mortgage banks in the State to 
raise the resources, the Bombay Provincial Co-operative Land Mort
gage Bank was started. This was followed by a net-work of primary 
land mortgage banks in the districts and where these did not exist, 
the Provincial Land Mortgage Bank either directly handled the busi
ness of mortgage banking or entrusted it to distrkt co-operative banks 
on an agency basis. In Saurashtra, a central land mortgage bank was 
started in 1951 under the Bombay Co-operative Societies Act, 1925, 
as adapted and applied to the Saurashtra State. This bank received a 
stimulous fwm the tenancy reforms initiated under the Saurashtra 
Land Reforms Act. In Madhya Pradesh, the State Co-operative Bank 
had a separate department for handling land mortgage banking and 
the Vida:·bha Co-operative Bank has inherited its share in this Depart
ment. In Hyderabad, the Hyderabad Co-operative Land Mortgage 
Bank func:ti,med. 

375. On June 30, 1956 the Bombay Provincial Co-operative Land 
Mortgage Bank had a working capital of approximately Rs. 170 lakhs. 
Twelve primary land mortgage banks functioned in Maharashtra 
and Gujerath and their working capital was approximately 
Rs. 116 lakhs. In addition, the Central Co-operative Bank of Shola
pur and Ahmedabad, functioned as agents of the Bombay Provincial 
Co-operative Land Mortgage Bank. The Saurashtra Co-operative 
Land Mortgage Bank had 57 branches and a working capital of 
Rs. 346 lakhs. In Vidarbha 9 primary land mortgage banks with 
working capital of Rs. 33 lakhs operated, while the Land Mortgage 
Department of the Vidarbha Central Co-operative Bank .functioned 
as the apex for the districts in Vidarbha now forming part of Bombay 
State. In Marathwada four primary land mortgage Banks func
tioned but their aggregate working capital was only Rs. 36,000. 

376. Legislation.-Legislation governing the land mortgage banks 
in country, has not followed a uniform pattern. Only a few States 
have any special legislation on this subject. Separate Acts exist 
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in Madras, Andhra, Travancore-Cochin and Madhya Pradesh. The 
Central Provinces Co-operative Land Mortgage Banks Act. 1937, is 
applicable to the Land Mortgage Department of the Vidarbha Co
operative Bank. In Maharashtra and Gujerath of Bombay State, 
the Bombay Co-operative Societies Act is applicable and there is· no 
special legislation. Under this Act the only material section exclu
sively restricted to land mortgage banks is section 59-B which relates 
to recovery of money due to land mortgage banks. It provides for 
a sum.mary procedure. In 1948 by an amendment of the section the 
facilities. available under . this section were extended to resource 
societies, providing seasonal crop finance. The banks have also been 
exempted from the operation of section 6(b) which relates to maxi
mum holding of share capital, section 19 which relates to restriction 
on transfer of share or interest and proviso to section 27 which 
relates to transfer of interest on death of a member. The component 
parts have their own Land Mortgage Banks Act. 

377. Reorganisation of Land Mortgage Banks.-The Rural Credit 
Survey Committee · appointed by the Reserve Bank of India 
recommended that " along with encouragement of 1xoductive loans 
should go the discouragement not necessary of all non-productive 
loans, but certainly of non-productive loans of low priority" and 
added "if the policies of operations of the Central Land Mortgage 
Bank are to be oriented to increase agricultural production, it is 
necessary to keep in mind three needs, (1) co-ordination of credit 
with planned agricultural development, (2) assessment of technical 
soundness of the Project in respect of which credit has been asked 
for, and (3) verification of the actual utilisation of credit". In regard 
to difficulties. it stated that land :mortgage banks could not, under 
their existing rules, lend more than a per cent. of the existing value 
of the land and since lands could not be sufficiently valuable ·before 
the improvements were affected, it recommended Government guaran
tee for a specific period to cover the difference between the two 
values. In connection with the dealings arising from the investiga
tion of title, it recommended that the State Government should take 
steps to amend the relative laws and primary land mortgage banks 
should provide guarantees to the State Land Mortgage Bank till the 
dispute regarding the title was settled and thought that this could 
be done if the Government provided a guarantee fund to the primary 
units. These and other recommendations of the Rural Credit Survey 
Committee are at present in the stage of implementation in the 
.Bombay ~tate. 

378. Impact of other Laws.-In the initial stage of the development 
of the Bombay Provincial Co-operative Land Mortgage Bank, redemp
tion of the debt was the prime objective for borrowing long-term 
loans. The Bombay Agricultural Debtors Relief Act, 1947, assigned 
;q definite place to the land mortgage banks in the old Bombay State. 
But subsequently, the paucity of legitimate banking busine5s 
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and the ~e~essity for providing finance to housing societies prompted 
the Provmcial Land_ Mortgage Ba~ to extend its activities to housing 
finance. ;Far reachmg ,repurcussiOns of the legislation were, how
ever, m;~.ced a~ a resu!t of the enactment of the Bombay Tenancy 
and Agricultural Lands Act, 1948, which sought to eliminate inter
mediaries between the Government and the cultivator. This Act 
was amended in 1956. As a result, the tenancy rights have been 
created. ceilings on land holdings have been prescribed and on 
April 1, 1957, every te:nant has been deemed to have purchased from 
his landlord, free of all encumbrances, the land held by him subject 
to certain conditions. The tenant, if he is a permanent one, has to 
pay the purchase price in a lump sum; but if he is not a· permanent 
tenant, he can pay the purchase price in 12 annual instalments. If 
a tenant _is in arrears of. 4 instalments, the Tribunal may allow 
further hme but otherwise the purchase becomes ineffective and 
the land lord becomes entitled to recover the rent of the land from 
the tenant as if the land has not been purchased. Where a purchase 
becomes ineffective, the land may be surrendered to the landlord or 
may be sold to a co-operative farming society, agricultural labourers, 
landless persons and small holders. The pw·chase price, in this case, 
is also payable in six annual instalments. These and other provisions 
have created an uncertainty regarding the safety of advances made 
and to be made by the land mortgage banks in the Bombay State. 

379. We propose to examine this aspect in a greater detail later 
on. In doing so, we have, however, assumed that the tenancy legis
lation in the component p~rts of Bombay State will be uniform and 
have not, therefore, examined the problems arising from tenancy 
laws presently applicable to the component parts and their impact 
on mortgage banking in these areas. In case our assumption proves 
wrong, appropriate changes in the provisions in this Chapter might 
be necessary. We urge the Government to consider our recorrun.enda
tion in this Chapter against. this background and beg to draw its 
attention to the recommendations of the Rural Credit Survey 
Committe.~ that State Governments should review their tenure ~nd 
tenancy laws and take steps to eliminate such features in these 
laws as, without being essential to policy, are hindrances to the .deve
lopment of a simple and effective system of land mortgage bankmg. 

380. Pattern of legal framework.-Land mortgage banks ii1 Maha
rashtra Gujarat and Saurashtra are presently registered unaer the 
Bomba~ Act and there is a school of thought which feels th~t these 
banks should be governed under a separate Act of the type m force 
in certain States notably Madras. We find that the basic constitu
tion 0 r these ba~ks is co-operative and, to that extent, they must be 
governed bv the Co-operative Societies Act. Even in Madras, which 
has a separate Act, the Land Mortgage Banks Act, such banks are 
registered under the Madras Co-~perative Societies. Act. ~he only 
point that remains, relates to special features of their working. We 



202 

recognise the importance of these features for which legal provisions 
are _ne~essary _an_d opine that a Separ~te Chapter in the Bombay Co· 
operative Societies Act can do full JUStice to the requirements of 
land mortgage banks in this State. We beg to point out that in 
Mysore, West Bengal and Orissa there are special chapters on this 
subject in the Co-operative Societies Act itself: We have, therefore, 
to recommend that there is no need for a separate Land Mortgage 
Banks Act and the special aspects of the working of land mortgage 
banks can be effectively dealt with in a separate chapter. 

381. Tl:e Madras Land Mortgage Banks Act, 1934, is comprehen .. 
sive so far as land mortgage banks are concerned. This Act empowers 
the Centrcll Land Mortgage Bank to issue debentures, provides for 
the appointment of a trustee to safeguard the interest of debenture
holders and for the guarantee from the State Government, 
clarifies that a mortgage in favour of a primary land mortgage 
bank is automatically vested in the Central Land :Mcrtgage Bank, 
empowerE:s tD.e Registrar to sell the produce of the mortgaged land 
to recover the arrears of a land mortgage bank and enables the land 
mortgae:e bank to close the mortgage and sell the mortgaged pro
perty without the interventions of the Court. These basic features 
of the Act are to be found in Chapter XI of the Bengal Co-operative 
Societies Act, 1940, and this Chapter is supplemented by Sections- 34, 
35, 36 and 37 relating to the issue of debentures. The Orissa Co
operative Societies Act, 1951, also makes special provisions for land 
mortgage banks. Tlie Legislation in Orissa takes full note of the 
laws effecting land mortgage banks in different States. and is, in our 
opinion, basically sound. We may, however, add that the Legisla
tion in Orissa is based on the fact that the Central Bank !s not 
supportc-l by primary land mortgage banks, and, therefore, combines 
in itself the functions of a Land Mortgage Bank and primary land 
mortgage banks. The pattern that has been developed in Bombay 
State and which is likely to be developed in future is that there is 
a State Land Mortgage Bank at the apex level and primary land 
mortgage banks in the district, the latter being supplemented by 
the agency of the Provincial Land Mortgage Bank in districts where 
primary land mortgage banks do not exist. 

382. Having regard to the requirements of Bombay State to the 
future development of land mortgage business in this State, '' e have 
come to the conclusion that the following provisions are required 
for the successful working of land mortgage banks :-

(1) c.pplication of the Chapter, definition, etc. ; (2) appointment, 
powers and functions of Trustee; (3) issue of debentures; 
( 4) Government guarantee to debenture holde.rs and &.ny ether 
guarantee; (5) vesting of assets in trustee; (6) prior c.!-.&rge of 
bank; (7) mortgages executed in favour of prima:::y land mortgage 
banks vested in the State Land Mortgage Bank: (8) mortgages 
not to be question ; (9) mortgages executed by manager of j( int 
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Hin~u family; (10) ~g~t of land mortgage bank to pay 
a pnor debt; (11) restnctlons on lease by a mortgager; (12) power 
of land mortgage banks to receive money and to give discharge ; 
(13) _p_owe~ ~f land mortgage banks where property is destroyed; 
(14) l:hstram.; (15) power of sale of property and power of trustee 
t? direct sale_; (16) right of mortgage banks to buy; (17) applica• 
bon to set as1de sale; (18) confirmation of sale; (19) appointment 
of a receiver ; (20) distribution of sale proceeds ; (21) certificate 
to purchase~; (22) delivery of property; (23) title of buyers; 
(24) exemption of officers from personal appearance for registra
tion of mortgage; (25) ·service of notice; (26) officers of br.nks 
not to bid at sales; and construction of references to Acts· 
(27) jurisdiction of the Transfer of Property .\ct. ' 

383. In the above list we have covered (a) the scope of banks, 
(b) the mE:ans for raising long-term funds for long-terms lending, 
(c) the relations between the State Land Mortgage Bank and the 
primary land mortgage banks, (d) priority of mortgage, impact of 
the Land Reform Legislation, and restrictions on the freedom of 
the mortgagor, (e) methods of recovering the dues and the 
consequences ansmg therefrom and (f) powers to make Rules. 
Certain aspects of the working of land mortgage banks such as the 
authority acting on behalf of a society, appointment of sale officers 
and re:ceivers and the relation between primary land mortgage 
banks and the State Mortgage Bank can be suitably covered by 
byelaws. The general frame-work has been provided by ·the Co
operative Societies Act and Rules framed thereunder. In submitting 
our recommendations regarding the provisions in the Chapter 
below, we have, therefore, decided to avoid duplication. 

384:. .4.pplication of this Chapter.-The provision.s embracing 
special features of land mortgage banks embodied in this Chapter 
can be applicable only to land mortgage banks. It is, therefore, 
necessary to define land mortgage banks and extend the application 
of this Chapter to them. In doing so, we have to take note of the 
land mortgage Department of the Vidarbha Central Co-operative 
Bank and the Saurashtra Co-operative Bank. The principal 'one 
State Mortgage Bank' has been accepted; but both the banks will 
have to be recognised as apex during the transitional period. We, 
therefore, recommend that Section 115 be incorporated as under : 

SEcTION 115-Application of this Chapter.-( 1) This Chapter 
shall apply to land mortgage banks and any other bank permitted 
to function as such under this Act. 

(2) In this Act unless there is repugnant in the subject or con
text "State Mortgage Bank" means "the Bombay State Co-opera
tive' Land Mortgage Bank Limited" and includ~s the Saurashtra 
Central Co-operative Land Mortgage Bank, Limited, and the 
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Vidarbha Co-operative Bank, Limited, and "mortgage bank" means 
a. primary co-operative land mortgage bank registered or deE-med 
to ,be registered under the Bombay Co-operative Societies Act, 
1925, and admitted as a member of the State Mortgage Bank and 
includes the State Mortgage Bank where it functions as a mort
gage bank and any other co-operative bank permitted under this 
Act to fnnction as a mortgage bank . 

. 3~35. Appointment, powers and functions of Trus~ee.--Business of 
land mortgage banks is to lend funds for a long-term. Consequently, 
they have to raise funds also on a long-term basis. Since the main 
deviee for 1ai5ing long-term funds is the issue of debentures, the neces
sary provision is inevitable. These debentures are issued against the 
security of assets. Therefore, it is necessary to provide for the appoint
ment of a Trustee. The debentures both in respect of principal and 
interest thereon, are guaranteed by the State Gove:mment and 
a patteJn has already been evolved in this respect whereunder the 
State Government appoints the Registrar as Trustee. At the same 
time the possibility of appointing any other Officer as a Trustee 
cannot be ruled out. The powers and fnnctions of the Trust ::e are 
mainiy incorporated in the instrument of Trust executed between 
the Bank and the Trustee and are partly provided for in this chapter. 
The Instruments of Trust can also be modified from time to time by 
mutual agreement. To cover all these provisions relating to the 
Trustee we recommend the following Section 116 :-

SEcTION 116-Appointment, powers and functions of Trustee.
(1) The Registrar, or where the State Government appoints any 
other person in this behalf, such person, shall he the Trustee for 
the purpose of. securing the fulfilment of the obligations of the 
State Land Mortgage Bank to the holders of debentures issued by 
the State Mortgage Bank. 

(~) Tl1e Trustee appointed under Sub-section· (1) shall be 
a corporation sole, by the name of the Trustee fo;- the debentures 
in respect of which he is appointed, and, as such, shall have the 
perpetual succession and a common seal and in his cvrporate name 
shall sue and be sued. 

. (3) Po\vE'n and functions of the Trustee shall be governed by 
the provisions of this Act and Instrument of Trust e.xecuted 
between the State Mortgage Bank and the Trustee as modified 
from time to time by mutual agreement betwP.c.a the State 
Mortgage Bank and the Trust€e. 

386. Issue of Debentures.-The issue of debentures can only 1:-e 
made by the St.ate Mortgage Bank when the debentures are guaranteF;d 
by the State Government. The procedure is to get the terms of 
issue approved by the State Government. Since the debenture 
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holders have also to approve the issue an approval of the Trustee 
representing them is required. The terr~s on which the issue is made 
require to be broadly specified. In the main, the period after ·which 
they will be redeemed, the quantum of amount to be raised and 
the meth~d of redemption are the three important points a~ising 

.from t~e Issue of debentures. It is also desirable to vest the power 
of callmg back any of the debentures at any time in the State 
Mortgage Bank for their redemption. In that event the period of 
notice has to be provided for. As regards the duration of the 
debentures, 1he loan period is important. Since it is usuaJ.ly 12 
years, the minimum period for debentures. should in our opinion, 
be 10 years. On the other hand, the Bank might like to take 
advantage of the favourable conditions in the money market at 
an.f tim0. Therefore, the maximum period has to be m~ficiently 
long. In our opinion it would be safe to place the ceiling at 30 
years. Finall;y, a provision is necessary 'for restricting the issue to 
a maximum equal to the assets of the Bank in order to safeguard 
the interests of debenture holders. To cover these pvints. we recom
mend Section 117 as below : -

SECTION 117-Issue of Debentures.-( 1) With the previous sanction 
of the State Government and the Trustee, the State Mortgage 
Bank may for the purpose of investment m land Mortgage 
business and for no other purpose, issue debenture.,· of such 
denominations for such periods and at such rates of interests as it 
may deem expedient on the security of the !Uo:ctgages and other 
assets of the land mortgage business. · 

' .• 
(2) Every debenture may contain a term fixing a period not less 

than 10 years and not exceeding 30 years from the uate cf issue 
during which period it may .be redeemable by reserving to the 
State Mor1gage Bank the right to call it at any time in advance of 
the date fixed for redemption after giving to the holder of the 
debenture not less than 3 months' no~ice in writing. 

(3) The total amount due on debentures issued by the State 
Mortgage Bank and outstanding at any time shall not exceed the 
aggregate of the amounts due on the mortgages, the value of 
other assets transferred or deemed to have been transferred under 
Section 120 by the mortgage banks to the State Mortgage Bank and 

· subsisting at such time and the amounts paid under the mortgage 
aforesaid and nmaining in the hands of the State Mortgage Bank 
of the Trustee at that time. 

387. Guarantee by Gover?tment.-The issue of debentur~s can be 
a success only if it is a trustee security and has, therefore,_ to be 
guarante£'d by the State Government. In securing the response from 
the public also the State guarantee is necessary. This guarantee is 
in respect of the principal of and interest on debenturec;. The . 
quantum of this guarantee may, however, be ir.creased or reduced. 
In the former case it is to the benefit of the debenture holders but 
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where the quantum is reduced it violates the conditions on the basis 
of which debentures were taken up by debenture holders. This 
would be unfair and a safe-guard is necessary. The precise procedure 
for varyir.g thE' terms of the guarantee has, therefo:e, to be laid 
down. 

388. In the context of the future development, the State Govern· 
ment might provide for other guarantees as well. Thus for instance 
the Rural Credit Survey Committee has recommended that the State 
Government should provide guarantee to cover the difference between 
the value before and a~ter improvement of land so that long-term 
credit can be provided more liberally for financing land improvement. 
Thus guarantee is for a limited period only and will automatically 
cease after the land improvement is effected. 

389. To cover both the contingencies we recommend Section 118 as 
follows:-

SECTION 118-Guarantee by State Government.-( 1) The principal 
of. and interest on, the debentures issued under Section 117 shall 
carry the guarantee of the State Government to such maximum 
amount as may. be fixed by the State Government and subject to 
such conditions as the State Government may think fit to impose. 

(2) The State Government may, after consulting the State Legis
lature, increase the maximum amount of any guarantee given under 

. sub-section ( 1). 
(3) The State Government may, after consulting the State Mort· 

gage Bank and the trustee, by notification in the Official Gazette 
and by notice, of not less than 14 days in such of the principal news
papers in the State and of other States in India as the State Govern
ment may select in this behalf, aiscontinue the guarantee given 
under sub-section (1) or restrict the maximum amount thereof or 
modify the conditions subject to which it is given with effect from 
a specified date, not being earlier than six months from the date 
of the publication of the notification in the Official Gazette. Pro· 
vlded that the withdrawal, restriction or modification of any guaran-
tee undE-r sub-section (3) shall not in any way affect the guarantee 
carried by any debentures issued prior to the date of which such 
withdrawal, restriction or modification takes effect. 

(4) Every notification and notice referred to in sub-section (3) 
shall where the maximum amount of guarantee is to be r::-stricted, 
or the conditions subject to which the guarantee is given are to be 
modified. Eet forth, with sufficient clearness, the scope and effect 
of the restriction or modification as the case may be. 

(5) The State Government may also guarantee to the State Mort
gage Bank for a specified period the repayment of 1.-~an to the 
extent of the excess where the loan given by the State Mortgage 
Bank cr a mortgage Bank to member for the development of any 
and is i!l excess of the amount of the loan to which such member 
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would be entitled on the bp.sis of the value of the land as deter
mined in accordance with the principle of valuation approved by 
the Registrar. · 

390. Vesting of property in trusie·e and debenture holders'. charge 
on assets.-The debentures are issued on the security of the assets 
of the borro\•:ing institution. For this purpose a floating charge is 
created on the assets which are vested in the trustee. To cover 
these points we recommend a new Section No. 119 as follows:-

SECTION 119-Vesting of property in trustee and debenture holders' 
charge on assets.-Upon the issue of debentures under the provi
sions of sub-section (1) of section 117 the mortga;se and assets 
referred to in sub-section (3) of section 117 held by the (State 
Mortgage Bank shall vest in the trustee and the holders o~ 
debentures shall have a floating charge on all such mortgages and 
assets and on the amount paid under such· mortgages and remain
ing m the hands of the State Mortgage Bank or of the trustee. 

391. Priority of mortgage over certain claims.-Mortgages can 
be an adequate security only when the money lent can be recovered 
together with interest by realising the security. For this purpose, 
it is necessary to ensure that the security is first class. The Govern
ment makes loans under the Land Improvement Lones· A~t; 1RR::l: ~nd 
the Agriculturists Loans Act, 1884. It also lends money to individual 
agriculturists and their societi~s in various other forms. Loans made, 
before credit thus available, l:iy mortgage banks hP.ve obviously to be 
secured by the first charge on the land; and it would be unfair to give 
the Government dues a precedence over the loans o.f mortgage banks 
where the Government lends money to supplement the finance made 
available by mortgage banks. To safeguard the interest of mortgage 
banks, section 98 has been incorporated in the Bengal Co-operative 
Societies Act, 1940, and a similar provis:on has been made in the rele· 
vant laws of other States. 

392. In Bombay State further complications have p.risen as a 
result of the operation of the Bombay Tenancy and Agricultural 
Lands Act, 1948. The implications of this Act vis-a-vis land mort
gage banks have been explained in paragraph 373. The position as 
it appears to us under this Act is that in respect of bulk of the lands 
in the State, the interest of the tenant in land is a new type of 
asset available as security. True, a tenant can become the owner 
of the land by paying the purchase price in 12 annual instalments : 
but if he fails, the land can be sold by the Collector and the new 
buyer has the freedom to pay the purchase price in six annup.l 
instalments. In effect the ownership of land becomes an uncertain 
factor in determining the security for the loan. At the same time, 
land improvement schemes cannot be delayed or postponec!l because 
of these difficulties and mortgage banks cannot afford even 'in 
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·t~eir own interest to curtail their lending operations. We are of the 
VIew that bot~ in the context of the agricultural development of 'the 
St~te ~nd the mterest of mortgage banks a solution is required. We 
thtn~ :t necessary to emphasise that the purpose will be served by 
prov:1dmg th't the loan of mortgage banks shall carry the security of 
the mterest oi the tenant who borrows as well as his interest in the 
land as an owner and that the future sale of tfie land should be 
subject to the mortgage. In effect the mortgage will follow the land 
and the :::hange in its ownership. In this context we beg tu invite 
the attention of the Government to Section 118 of the Bengal 
Co-operative Societies Act, which takes full note of the land reforms 
in West Bengal. To cover these points we recom~end the following 
Section No. 120. · 

SECTION 120-Priority of mortgage.-(1) A mortgage executed in 
favour cf a mortgage bank shall have priority over any claim of the 
Government arising from a loan under the Land Improvement Loans 
Act, 1883, or the Agriculturists Loans Act, 1884 or under any other 
Law for the time being in force, granted after the execution of the 
mortgage. 

(2) Notwithstanding anything contained in the Bombay Tenancy 
and Agricultural Lanas Act, 1948, or any other Law for the time 
being in force, where a mortgage is in respect of land iu which 
a tenant has an interest the mortgage may be against the security 
of such interest and the rights of the mortgagee shall not be 
affected by the failure of the tenant to comply with the require~ 
ments of that Act and the sale of the land and ~enant's interest 
therein under the said Act shall be subject to the 71rior charge of 
the mortgage bank. · 

· 393. .,1\:Iortgages executed in favour of mortgage banks to stand 
· vested in State Mortgage Bank . .;_The pattern of development of 
.mortgage banking visualised is that the State Mortgage Bank pro
vides the funds to the primary land mortgage banks for enabling 
them to lend to their members. In effect the primary units borrow 
funds from the Apex by pledging the security against which they 

·advance funds. In the process of execution of mortgages and their 
~ transfer to the State Mortgage Bank a considerable delay is involved 

and, occasionally, such mortgages may not be transferred. To avoidi 
. resultant legal difficulties it is necessary to provide for automatic 
-transfer. We, therefore, recommend Section 121 as below:-

SECTION 121-Mortgages executed in favour of mortgage bank 
·to stand vested in State Mortgage Bank.-The mortgages executed 
in favour of, ana all other assets transferred to, a mortgage bank, 
by the members thereof shall, with effect from the date of such exe-

. cution or transfer be deemed to have been transferred by such mort
gage.bank to the State Mortgage Bank and shall vest in the trustee. 

394. Mortgages not to be questioned in insolvency of mortgcgors.-
In any insolvency proceedings unnecessary litigation is involved as- a 
result of the title of the mortgage being questioned on the grounds 
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that it was not executed in good faith. A safeguard has been provided 
in almcst all laws affecting the land mortgage banks. Section 97 of 
the Bengal Co-operative Societies Act clinches the issue and we com
mend this section as Section 122 which reads as unoer :-

SECTIOn 122-Mortgages not to be questioned in insolvency of 
mortgapors.-(1) Notwithstanding anything contained in the Presi
dency TO\vns Insolvency Act, 1909, or the Provincial Insolvency Act, 
1920, a mortgage executed in favour of a mortgage bank shall not be 
called< in question on the ground that it was not executed in good 
faith for valuable consideration or on the ground that it was executed 
in order to give the Bank a preference over other creditors of the 
rr.ortgagor. 

395. Right of mortgage banks to pay prior debts of mortgagors.-A 
land mortgage bank would like to have a clean security and may, 
therefore, choose to repay any debts which may be a prior charge on 
the land to be taken in mortgage for advancing loans. Since the lend
ing busine~s or land mortgage banks partly serves the objectives of 
the public policy, it is legitimate that certain special privileges should 
be conferred on mortgage banks. In . the absence of facilities to 
repay such debts, mortgage banks will be handicapped in implement
ing a lending programme for financing Jand improvement schemes, 
etc., on a planned basis. Once the right of paying the debt is conceded 
a provision for ensuring that the interest will cease if such amount is 
not accepted by a lender is necessary in order that the lender may not 
evade the payment. At the sam,e time in the event of a dispute over 
the amount, his rights should not be prejudiced. For this purpose the 
necessary safeguard has tQ be provided. These points have been in
corporated in the following section :-

SECTION 123-Right of mortgage bank to pay prior debts of mort
gagor.-( 1> Where a mortgage is executed in favour of a mortgage 
bank for payment of prior debts of the mortgagor, the mortgage 
bank shall, notwithstanding anything contained in the Transfer of 
Property Act, 1882, by a notice in writing require any person to 
whom any such debt is due to receive payment of such iilebt or part 
thereof from the bank at its registered office within such period as 
may be specified in the notice. 

(2) Where any such person fails to accept ::::uch notice or to receive 
such payments, such debts or part thereof as the case may be shall 
cease to carry interest from the expiry of the period specified in the 
nctice : 

Provided that where there is a dispute as regards the amount of 
any such debt, the person to whom such debt is clue shall be bound 
to receive payment of the amount offered by the mortgage bank 
to\\'Err1s the debt, but st'~h receipt shall not prejudice the right, if 
any, of such-person to recover the balance claimed by him. 

L·.\ Qb 2437-14 
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396. Mortgages executed by :manager of joint Hindu family.-The 
onus of proving that money was borrowed by manager of a joint Hindu 
family for the benefit of that family lies at present on the lender. 
Under the Hindu Succession Act it is obligatory to obtain the permis
sion of a competent Court by the guardian of a minor wishing to 
mortgage property held in the name of a tninor. Where a minor has 
a coparcenary right or interest in the joint family property there is no 
need for obtaining such a permission but with the death of the Hind.u 
owner of property, the minor being one of the successors stands to 
obtain a separate right immediately after such a death. In such a situ-

. ation complications arises. Most of the agricultural lands belong to 
·joint Hindu families and if a land mortgage bank were to collect evi
dence for the purpose of proving that the funds were borrowed by a 
manager of such a family for the benefit of that family, the borrower 
may not be able to get long-term funds in time for enabling him to 
undertake land improvement, etc. We are, therefore, of the view that 
so br as lending of land mortgage banks is concerned an exception has 
to be made. For this purpose the following section is recommended. 

SECTION 124-Mortgages executed by mana~1er3 of Joint Hindu 
·families.-( 1) Where a mortgage is executed in favour of a mortgage 
bank either before or after the commen,cement of this Act and is 
called in question on the ground that it was executed by Manager 
of a joint Hindu family for a purpose not binding on the members, 
whether major or minor, thereof, the burden of provin.'5 the same 
shall, notwithstanding any law to the contrary, lie on the party 
raising it. 

(2) Mortgages in respect of loans by mortgage bank or the 
State Mortgage Bank for the improvement of agricultural land 
or of the methods of cultivation or for financing any other means 
to raise. productivity of the land, or for the purchase of land, 
shall not be called in question and. shall be binding on every 
member of such joint Hindu family notwithstanding any law to 
the contrary 

397. Restrictions on lease.-Most of the laws relating to mort
gage banks have a provision restricting the right of the mortgagor 
to transfer or mortgage or lease the property for a period exceeding 
five years. This is a salutary provision. Section 24(2) of the 
Bombay Act of 1925 provides that no property or interest in pro
perty, which is subject to a charge under sub-section (J) ·shall be 
transferred in any manner except by way of lease for a term not 
exceeding 10 years without the previous permission of the society. 
In amending that section we have recommended that no transfer 
or lease should be allowed without the previous permission of the 
society and subject to such conditions as it may impose. We opine 
that a similar condition is necessary in respect of a security avail
able to mortgage banks. It is necessary to safeguard the interest of 
the State Mortgage Bank where a Primary Land Mortgage Bank gives 
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the permission and also that of debenture holders. We wish 1o 
provide that a primary land mortgage bank can give such permission 
only with the approval of the State Mortgage Bank and where the 
lenaer concerns it should apprise the trustee of the position. We, 
therefore, recommend the following section :- · 

SECTION 125-Restrictions on lease.-(1) Notwithstanding anything 
contained in the Transfer of Property Act, 1882, or any other enact
ment for the time being in force, no mortgagor of property mort
gaged to a mortgage bank shall be entitled, after the execution· of 
the mortgage, without the previous permission of the bank which 
may be subject to such conditions as the bank may 1mpose, to 
transfer or mortgage his equity of redemption or lease such pro
perty; 

Provided that no mortgage bank shall tie competent to give its 
approval without the previous sanction of the State Mortgage 
Bank. 

(2) Where the State Mortgage Bank accords its consent under 
St!b-secticm (1) it shall send an intimation tbereof to the trustee· 
appointed under section 116. 

398. Power of mortgage bank to receive money and give d~s
charge.-Although the mortgage is vested in the State Mvrtgage 
Bank and ultimately in the trustee the dealings with the mortgagor 
are handled by mortgage ba\)-kS. This facility is the crux of the 
arrangement for linking a State Mo:rtgage Bank with the ultimate 
borrower. It follows from this that mortgage banks must have power 
to receive money and give a valid discharge. At the same time the 
~.Hate Mortgage Bank and the Trustee require to have power to give 
any other drection where a primp.ry bank is not amenable to its 
discipline. The necessary provision has been made by us in Section 
No. 126 recommended below :-

SECTION 126-Power of mortgage bank to receive money and give 
discharge.-Notwithstanding anything contained in section 121 all 
moneys due under the mortgage shall, unless otherwise directed by 
the State Mortgage Bank or trustee and communicated to the mort
gagor be payable by the mortgagor to the mortgage bank and such 
payments shall be as valid as if the mortgage had not been so trans
ferred ; an6 the mortgage bank shall in the absence of any specific 
direction to the contrary issued by the State Mortgage Bank or 
trustee and communicated to the Bank as such be entitled to sue on 
the mortgage or take any other proceeaing for the recovery of the 
money due under the mortgage. 

399. Power of mortgage bank where mortgaged property is 
clestroued or security becomes insuf!icient.-:-·Long-term fLmds are 
r rovided by land mortgage banks mainly for land improvement 

I: A Qb 2437-14a 
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schemes. T?ere is a possibility of any of those schemes being 
turned a failure. In that event the security becomes insufficient 
~cause t~e loan was grante? on the assumption that the comple
tion of this scheme would Improve the repaying capacity of the 
farmer. The Orissa Act and similar Acts in other States confer on 
a Mortgage banks the right of calling back its dues in such an event. 
This provision is necessary because the loan is for a fixed period and 
the bank is not entitled to call it back so long as the instalments are 
regularly paid. We, therefore, commend Section 95 of the Orissa Act 
and recommend the following section :-

SECTION 127-Power of Mortgage Bank where mortgaged property 
is destroyed or security becomes insufficient.-Where any property 
mortgaged to a mortgage bank is wholly or partially destroyed 
or the security is rendered insufficient for any other reason and 
the mortgagor, having been given a reasonable opportunity by the 
bank of providing further security enough to renC.er the whole 
security sufficient or of repaying such portion of the loan as may 
be determined by the bank, h~s failed to provide such security or to 
repay such portion of the loan, the whole of the loan shall be 
deemed to fall due at once and the bank shall be entitled to take 
action against the mortgagor under Section 128 or Section 129 for 
the recovery thereof. 

Explanation.-A security shall be deemed insufficient within the 
meaning of this section unless the value of the mortgaged pro
perty exceeds the amount for the time being due on the mortgage 
by such proportion as may be specified in the Rules or the bye-laws 
of the mortgage bank. 

400. Power of distraint.-In Bombay State, as elsewhere the 
fiel<!.s for agricultural credit are fairly well demarcated. Short term 
agricultural credit is handled by ~gricultural credit societies, central 
co-operative banks and the State Co-operative Bank which have crop 
as the main security and the land as a supplementary security. In 
the case of land mortgage banks advancing long-term funds, the 
main security is land ~nd the supplementary one is the crop. In 
the circumstances, we are afraid the demand of land! mortgage banks 
for having a prior charge over the crops notwithstanding the opera
tion of Section 24 of the Bombay Co-operative Societies Act is un
tenable. In fact the provision of distraint in respect of crops for .. 
the benefit of the land mortgage banks will have to be made after 
protecting the intere~t of the short-term agricultural co-operative 
structure. Another suggestion that has been maoe is that the law 
should lay down that "the distraint should not be excessive". In 
our opinion this is unnecessary because once distraint proceedings 
are instituted the other creditors of the mortgagors will also step 
in the shoes and, therefore, no useful purpose will be serveCJ by 
providing that the distraint shall not be excessive and then cir.:. 
cumventing it by adding an escape clause that "any mistake. defect 
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or irregularity in this respect shall not involve a distraint or sale 
made under this Act". As regards the procedure, Section 59-B 
of the Act of 1925 adequately provides for a summary procedure. 
Since Section 95 recommended by us has been restricted. to re
source societies it is necessary to provide here for the application 
of that section to land mortgage banks as well. The bank will also 
have to be safeguarded against the default in payment of land 
revenue and other Government dues since the Government has 
a prior charge. We, therefore, recommend the following section as 
Section No. 128. 

SECTION 128-Power to distrain.-( 1) If any sum due as an instal
ment or part of an instalment payable under a mortgage executed 
in favour o'f a mortgage bank or the State Mortgage Bank has 
remained unpaid for more than one month.frc,m the date on which 
it fell due or if on default being made by. the mortgagor in pay
ment of land revenue or any ether Go,·ernment dues in respect 
of land mortgaged by him; the mortgage bank or the State Mort
gage Bank has paid the same according to the Government 
demar.d, the mortgage bank or the State Mortgage Bank may, in 
addition to any other remedy available to the mortgage bank, apply 
to the Registrar for the recovery of such sum by distraint and !:ale 
of the produce of the mortgaged land including the standing crops 
thereon and on its furnishing the statement of accounts in respect 
of arrEars, the Registrar may, after making such enquiries as he 
deems fit, grant certificate f~r the recovery of the amount stated 
therein to be due as arrears:" A certificate so granted by the Regis
trar shall have the effect of the certificate issued under Section 95 
and the arrears stated to be due therein shall be recoverable in 
the same manner as is prescribed under Section 95 (3). 

401. Sale of mortgaged . property.-In effecting the sale of 
a mortgaged property two safeguards require to be provided. 
Firstly the mortgagor and his associates must be given a re;-;.sonable 
opportunity to pay. Secondly, the bank should be satisfied that the 
default was not caused by any genuine difficulty. As a result of these 
preliminaries, if a strong action is warranted, it is but equitable that 
dilatory methods in matter of effecting the sale should be avoided. 
This is only possible if the provisions in the Transfer of Property 
Act are circumvented and the jurisdiction of the court is barred. 
Occasions might also arise where a primary land mortgage bank 
might not take appropriate action where it is necessaFy owing to local 
interest or for other reasons. ·In that event the State Mortgage Bank 
should have the power to direct the primary uni>t to take action. 
A contingency has also to be visualised whereunder even the State 
Mortgage Bank might not take action and in thart event the trustee 
will have to intervene. Appropriate provisions have been made in 
the following Section No. 129 which reads as under:-

SECTION 129-Sale of mortgaged property.-(1) Notwithf>tanding 
anything contained in the Transfer of Property Act, 1.882, or the 



·Trustees and Mortgages Powers Act, 188·o, the mortgage bank or any 
person authorised by it in this behalf shall, in case of default of 
payment of the mortgaged money or any part thereof, have power, 
in addition to any other remedy available .to the bank, to bring the 
mortgaged property to sale by public auction in the village in 
which the mortgageq property is situated or at the nearest place 
of public resort without the intervention of the Court : 

Provided that no action shall be taken under sub-section (1) and 
no such power shall be exercised unless and untiJ (a) the mortgage 
bank has been previously auth,prised to exercise the power conferred 

. under sub-section ( 1) after hearing the objections, if any, of the 
mortgagor or mortgagors, (b) notice in writing requiring payment 
of such mortgaged money or part thereof has };)een served upon 

(i) the mortgagor or each of the mortgagors; 
(ii) any person who has any interest ~n or charge upon the 

property mortgaged or in or upon the right to redeem the same so 
far as known to the bank ; 

(iii) any surety for the payment of the mortgaged debt or any 
part thereof, and 

(iv) any creditor Of the mortgagor who !1as in a suit for adminis
tration of his estate obtained a decree for sale of mortgaged 
property ; and 

(a) default has been m::J.de in payment of such mortgaged money 
or part thereof for three months after service of the notice. 
· (2) If the mortgage bank fails to take action against a defaulter 
under Sedion 127, Section 128, or under this section, the State 
Mortgage Bank may direct the mortgage bank to take appropriate 
a;:ti::n and where no action is taken either by the State Mortgage 
Bank or the mortgage bank, the trustee may take such action. If 
such action is taken bv the trustee, the provisions of this Chapter 
and of any Rules prescribed shall apply in respect thereto as if all 
references to the mortgage bank in ;the said provision were reference 
to the trustee. · 

402. Right of mortgage bank to buy.-Acts and chapters dealing 
with land mortgage banks in other States nave a separate Section 
conferring the right to buy land in certain circumstances on such 
banks. In the B~mbay Act of 1925, a similar right has been conferred 
under Section 59-A O!l all societies. In Section 97 recommended by 
us we have retained this provision. Since land mort~age banks in 
Bombay State are governed by the Co-operative Societies Act, 
normally no separate Section would have been necessary. But practi
cally the whole of the busine:s of the land mortgage banks is on the 
security of land and sales of mortgaged land are likely to be more 
freqnent. In such an event, if any mortgage bank were to exercise 
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the right of buying such land because no purchaser comes forth rt:o 
pay a reasonable price, the bank will be holding quite a sizeable land. 
Sections 5 and 6 of the Bombay Tenancy and Agricultural Lands Act 
19-18, as modified up to March, 31st 1956, however, impose a ceiling o~ 
the maximum holding and economic holding. We are afraid that 
mortgage banks will have •to be exempt"ed from these sections. In the 
case of agricultural co-operative credit societies in respect of which 
Section 97 is applicable we have not provided the exemption because 
we opine that such holdmg in their case will be temporary. In the 
case of land mortgage bank, however, the position being different 
a specific exemption is desirable. We, therefore, recommend the 
following section No. 130 in this chapter. 

SECTIO~ 130-Right of mortgage bank to buy".mortgaged property.-· 
(1) Notwithstanding anything contained in any law for the time 
being in force, it shall be lawful for a mortgage bank or the State 
Mortgage Bank to purchase any mortgaged property sold under this 
Chapter, and in accordance with Section 97 of this Act and the 
property so purchased may be disposed off by such bank by sale 
within such period as may be fixed by the Trustee. 

(2) Nothing in the Bombay Tenancy and Agricultural Lands Act, 
19-18, or any other law for the time b2ing in force, fixing a maximum 
limit of agricultural holding shall apply to 'the acquisition of land 
by a mortgage bank or the State Mortgage Bank under 
sub-section (1). 

403. App~ic . .:;.t~on to set aside sale.-Legislation in certain States 
has provided ·£or giving a fresh opportunity to the mortgagor for setting 
aside the sale·. Section 105 of the Bengal Co-operative Societies Act 
and Section 16 of the Central Provinces Co-operative Land Mortgage 
Banks Act, 1937, presently applicable to Vidarbha, for instance, provide 
that where a mortgaged land has been sold, the mortgagor can apply 
to the bank to have the sale set aside upon his depositing with the 
bank the amounts specified in the proclamation of :the sale together 
with interest and costs and for payment to the purchaser as compen
sation a sum equal to 5 per cent. In Section 129, we have given three 
month's time to the mortgagor to pay the dues and we do not think 
that any further opportunity should be given to him. The sale is 
effected after giving him a reasonable opportunity and if he has failed 
to seize it, no useful purpose will be ~erved by providing the facility 
to apply for setting aside the sale. Apart from disrupting the steps· 
taken to effect the sale, the labour involved is considerable and once 
a purchaser is scared, .the bank may not in future be assured of getting 
the same purchase price. The other point is about the sale officer. 
Similai laws provide that the Government may ::ippoint them. We 
opine that this is an administrative arrangement and may add that 
in Section 129 {1) we have laid down that the sale must be by publio 
auction. We, 'therefore, do not recommend any of the two provisions. 
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404. Confirmation of sale.-The confirmathm of sale is important 
oecause the ultimate lender, i.e., the State mortgage Bank has to be 
satisfied that the sale has resulted in realising a fair price for the 
security. The trustee also is interestel in this because he is the custo
dian of the assets on behalf of the debenture-holders. We are, there
fore, of 1the view that the sale shall not be complete unless it is 
approved by the State Mortgage Bank and confirmed by the Registrar. 
We have drawn a distinction between the trustee and the Registrar 
because of the different roles and the possibility that the Registrar 
might not be the trustee. The former has tc look to the interest of 
debenture-holders only, the latter is the custodian of the interests of 
all including the bank, its members and creditors. The State Govern
ment should, however, have a right of pre-emption. -Ne, therefore, 
recommend :the following section. 

SECTION 131-Application to set aside sale'.-(1) On effecting tht 
sale by a mortgage bank under Section 129, the Bank shall, in the 
presccibed manner, submit to the State Mortgage Bank and the 
Registrar a report setting forth the mc.nner in which the sale has 
been effected and the result of the sale and the State Mortgage Bank, 
with the approval of the Registrar, confirm the sale or cancel it. 

(2) Where the sale is effected by the State Mortgage Bank t.Ander 
sect:on 129, the State Mortgage Bank shall in the .:-rescribed 
manner, submit to the Registrar a report setting forth the manner 
in which the sale has been effected, and the result of the sale, and 
the Registrar may confirm or cancel the sale. 

( 3) Where the trustee has effected the sale under section 129 (2), 
he shall, in the prescribed manner, submit to the Registrar .a report 
setting forth the manner in which the sale was effe~ted and the 
result of the sale and the Registrar may confirm or eancel the 
sale. 

( 4) Where an order is passed by the Registrar under sub
sections ( 1), (2) and (3) confirming a sale, the sale shall thereupon 
become absolute. 

Explanation.-The Registrar shall not confirm a sale if the 
State Government informs him that it claims to take the property 
at the sum last bid and deposits the full amount of the last Hd. 
On so doing, the property shall be sold to the State Government. 

405, Disposal of ~1le proceeds.-Two things follow after the sale 
is confirmed. Firstly the sale proceeds are received and secondly 
the purchaser gets a title to the land. We propose to deal with the 
latter aspect in the next paragraph. So far as the d~sposal of sale 
proceed~ is concerned, certain priorities have to be fixed. Section 107 
of the Bengal Act and section 19 of the Central Province Co .. 
operative Land Mortgage Act, direct that the sale proceeds shall 
firstly be applied to meet cost and expenses incurred in cor,nec
tion with the sale, secondly towards meeting the interest due on 
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account of the mortgage and thirdly, towards the payment of the 
principal and if any, residue remains it should be paid to the 
mortgagor. .This method of distribution is equitable to all. Facility · 
for an appeal against mode of distribution should, however, be 
available to dissatisfied persons. We, therefore, recommend the 
following section :-

SECTION 132-Disposal of ~le proceeds.-(1) The proceeds of 
every sale effected under section 129 and confirmed tmder sec
tion 131 shall be applied first in payment of all costs, charges, and 
expenses incurred in connection with the sale or attempted sales, 
secondly in payment of any or all interest due on account of the 
mortgage in consequence whereof the mortgaged property was 
sold and thirdly, in payment of the .Principal due on account of 
the mortgage including cost and chargt=s incidental to the recovery. 
If there remains any residue from the. proceeds of sale, the same 
shall be paid to the person proving himself interested in the 
property sold or if there are more such persons than one, then 
to such persons upon their joint receipt or according to their 
respective interest therein as may be determined by the mortgage 
bank. 

(2) Notwithstanding anything' contained in sub-section (1) no 
residue shall be disposed of until 30 days have elapsed from the 
communication of the decision to pay the residues, to all the 
persons concerned and all payments of such residue may til.ereafter 
shall be valid and effectual against any demand relating thereto 
ma<.lt upon the mortgage bank by the mortgago:.· or by any other 
person. 

(3) Any person dissatisfied with the decision of the mortgage 
bank in regard to the distribution of such residue may, within 
30 days from the communication to him of such decision under 
sub-section (2), institute a suit in a Court to establish the right he 
cl<:.ims to such residue and on receipt of the intimation within 
the said period of 30 days of such suit being filed, the mortgage 
bank shall not proceed with the distribution of the residue until 
the suit is decided and shall distribute the same thereafter in 
accordance with the decision of the Court thereon. 

406. Certificate to purchaser, delivery of property and title of 
purchaser.-Following the receipt of the sale pro-ceeds three steps 
will have to be taken by the bank in the interest of the purchaser. 
In this context, who beg to emphasise that no purchaser will buy 
a land in the event of sale unless the title to the land is clear and 
its possession can easily be had. The necessa.ry provision is required 
to assure him that this is possible. These aspects ha"\•e been 
covered in the following sec~ion recommended by us :-

SECTION 133-Certificate to purchaser, delivery Of property and 
title of purchaser.-( 1) Where a sale of a mortgaged property has 



become absolute under section lJl and the sale proceeds have 
been received in full by the mortgage bank, the mortgage bank 
shall grant a certificate to the purchaser in the prescribed form 
specifying the property sold, the sale price, the date of its sale, 
the name of the person who at the time of ihe sale is declared to 
be the purchaser and the date on which the sale became absolute 
and upon the production of such certificate the Sub-Reg:strar, 
appointed under the Indian Registration Act, 1908, within the 
limits of whose jurisdiction, the whole or any part of the rroperty 
comprising such certificate is situated shall enter the contents of 
such copy in his register relating to immovable property. 

(2) (a) Where the mortgaged property sold is in the uccupancy 
of the mortgagor or of some person on his behalf or some p:=rson 
claiming under a title created by the mortgagor subsequent tu 
mortgage in favour of· the State Mortgage Bank or the mortgage 
bank and a certificate in respect thereof has been gtanted under 
sub-section ( 1), the Court shall, on the application of the purchaser 
order delivery to be made by putting such purchr..ser or any 
person whom he may appoint to receive delivery on his behalf, 
in pm,session of the property. 

(b) Where the property sold is in the occupancy of a tenant 
or other person entitled to occupy the same and a certificate in 
respect thereof has been granted under sub-section (1), the Court 
shall, on the application of the purchaser ancf after notice to such 
tenants or other persons, order the delivery to be made by affixing 
copy of the certificate of sale in conspicuous place on the property 
and proclaming to the occupant by beat of drum or other custo
mary mode at some convenient place that the right, title and 
interest of the mortgagor have been transferred to the purchaser. 

( 3) Where any property is sold in the exercise or purported 
exercise of a power of sale under section 129, the title of the pur
chaser shall not be questioned on the ground that the circumstances 
required for authorising the sale had not arisen or due !1otice of 
the sale was not given or the power of sale was otherwise impro
perly or irregularly exercised : 

Provided that any person who has suffered any damage by an 
unauthorised, improper or irregular exercise of any such power 
shall have a remedy in damages against the mortgage bank and 
the State Mortgage Bank. 

407. Exemption of officers of mortgage b'1.nk from ·personal 
appearance before registering ofjicers.-Under the Indian Hegistra
tion Act, parties to the registration of a document have to appear 
before registering officers. The need fo.r exempting the officers of 
the mortgage banks has stemmed from the fact that the number of 
mortgages to be registered is large and the jurisdiction of mortgages 
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is-widely scattered. A ·simple procedure of registration is also neces· 
sary. With these objectives in view, we recommend the following 
section as section 134 :- · 

SECTION 134-Exemption of officers of mortgage bank from 
personal appearance before the registering officers.-(1) Notwith
standing anything contained in the Indian Registration Act, 1908, 
it shall not be necessary for any officer of a mortgage bank. or the 
State Mortgage Bank to. appear in person or by agent at any regis
tered office in any proceedings connected with the registration of 
any instrument executed by him in his official· capacity or to sign 
as provided in section 58 of that Act. 

(2) Where any instrument is so executed, the Registering Oifi.cer 
to whom such instrument is presentea for registration may, if he 
thinks fit, refer to such officer for information respecting the same 
and, on being satisfied of the execution. thereof, shall register the 
instrument. · 

408. Service of notice.-This is a formal provision to clarify the 
method of serving ·notice. · Sections 102 and 103 of the Transfer ·of 
Property Act and of the Rules made under section 104 of the Act 
are material in connection with the service or tender of notice. 
Application of these sections requires, in our opinion, to .be specified. 
We recommend that the section be read as under :-

SECTION 135-Service of notice.-(1) Whenever under the pro
visions of this Chapter a.motice is required to be given to any 
person in writing it shall be sufficient to send such notice by 
registered post. 

(2) The provisions of sections 102 and 103 of the Transfer of 
Property Act, 1882, and of any rules made under section 104, there
of, for carrying out the purpose of the sections, shall apply so far 
as may be in respect of all notices to be served under this 
Chapter. 

409. Officers of b·anks not to bid at sales.-To ensure impartiality 
in effecting the sale of a mortgaged property, it is necessary that 
no person having anything to do with the sale of property, should 
have any interest in the sale. The relevant provision ·is found in 
the Bengal and other Acts. This objective ~s sought to be achieved 
by recommending the following section :-

SECTION 136-0fficers of banks not to bid at Sales.-At any sale 
of movable or immovable property, held under the provisions of 
this Chapter, no officer or employee of a mortgage bank or the 
State Mortgage Bank, except on behalf of the bank of which he 
is an officer or an employee, and no person having any duty to 
perform in connection with such sa]e shall either directly or 
indirectly bid for, or acquire or attempt to acquire any interest in 
iUch property. 
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410. Construction of references to other Acts.-At present, the 
Hyderabad Land Mortgage Banks Act, the Central Provinces Co
operath•e Land Mortgage Banks Act and the Saurashtra Co-opera
tive Land Mortgage Banks Act are applicable respectively to Marath
wada, Vidarbha and Saurashtra. A provi~ion on the lines of 
section 72-A in the Bombay Act of 1925, is, therefore, necessary so 
far as this Chapter is concerned. We, tlierefore, recommend the 
following section : -

SECTION 137-Construction. of references to other Acts.-All refe
rences to the Hyderabad Land Mortgage Banks Act, 1349F, the 
Central Provinces Co-operative Land Mortgage Banks Act, 1937 
and the Saurashtra Co-operative Land Mortgage Banks Act, or to 
any other Act, Central or State, occurring in any enactment made 
by any authoritiy in India and for the time being in force in 
Bombay State shall, in the application, to the said State, of any 
such enactment, be read and construed as references to this 
Chapter and anything done or any proceeding commenced jn pur
suance of any such enactment on or after the date on which this 
Chapter shall have come into operation shall be deemed to have 
been done or to have been commenced and to have had effect as 
if the reference in such enactment to the Hyderabad Land i.v!ortgage 
Banks Ac~, 1349F, the Central Provinces Co-operativ~ Land 
Mortgage Banks Act, 1937, and tlie Saurashtra Co-operative Land 
Mortgage Banks Act or any other Act, Central or State, for the 
time being in force in the areas comprising the Bombay State as 
on November 1st, 1956, or thereafter, had been the reference to 
this Chapter and no such thing or proceeding shall be deemed 
to have been invalid on the ground that such enactment did not 
refer to this Chapter. 
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CHAPTER XIV. 

OFFENCES AND PENALTIES. 

411. In the preceding chapters we have dealt with the provisions 
which in our opinion require to be incorporated in the new Act. It 
is also necessary to lay down that all those concerned in the manage
ment of societies, should strictly conform to the provisions embodied 
in the Act, Rules and the bye-laws and any failu:re to do so should 
be considered an offence. Unless this is done there will be no 
respect for the law, a risk may not be taken with the full k•wwledge 
of its consequences and the administration of societies is not likely 
to be toned up. It is, however, not enough to list the offences. For 
achieving the purpose in view, any law has to provide for penalties 
which will discourage the people from commtting offences. When 
the co-operative movement was initiated in 1904, the farmers of the 
co-operative law felt that a movement voluntarily sponsored had to . 
be encouraged and, therefore, gave a certain amount of latitude to 
honorary workers in respect of any inadvertant breach of the law. 
By 1924, however, the danger of not listing the offence:> under the 
Act and providing penalties for them become :;ufficientlv apparent 
and the Bill to consolidate and amend the law relating to co-operative 
societies in the Presidency of Bombay pubHsheri in the 13ombay 
Government Gazette, dated May 21st, 1924, had three sections listing 
the offences and providing penalties for it. By an amendment of 
the Act in 1925 these sections were assigned a separate Chapter. 

~ . 
412. The offences listed in Bombay Act of 1925 ~re (1) default 

by a society, officer or member in giving notice, sending returns, etc., 
(2) wilful negligence or default by a society etc., to do any act or 
furnish information required by the Registrar, (3) \\ilful furnishing 
of false information, (4) disobedience of summons etc., (5) binami 
loans, (6) failure to pay amount under section 24-A, and (7) wrong 
use of the word "co-operative". Penalties under the Chapter have 
been specifically provided in respect of binami loans t.Tld elJ"ployer's 
failure to pay the amount under section 24-A, while other offences 
are punishable with a fine of Rs. 50. The only changes made since 
the Act was enacted in 1925 are in respect of offences relating to 
binami loans and an employer's failure to pay to a society its dues 
decbcted from the wages of his ~mployees w1der section 25-A. 
The two sections were incorporated respectively in 1948 and 1954. 
cin the other hand, the number of offences committed each year by 
workers in the movement has been. rapidly growing and the nature · 
of such offences has also become complex. We are informed that not 
less than 800 cases are presently under investigation. The second 
point to be noted in this connection is that it is not always possible 
to prove such offences and secure conviction of an offender. We 
have, therefore, come to the conclusion that in the context of the 
orderly working of co-operative societies and having regard to the 
large stake which the public revenue is going to have in the finance 
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of the movement, this chapter should be sufficient}y comprehe:nsive 
to cover all types of offences and provide penalties ·which would 
be sufficient to deter others to commit similar offences. In making 
a plea for this, we beg to state that the fear that the so called 
honorary workers will be scared and the co-operative 
movement will consequently be poorer in person.."l~l is unwan anted. 
At any rate, we strongly feel that nothing will be lost by the n~ove
ment if it is deprived of dishonest workers. In fact, the failure to 
use even the e?Cisting provisions in the "Act limited though they are, 
fully and effectively is one of the causes of the failure of a portion 
of societies every year. 

413. The Indian Companies Act, 1913, was repiaeed last year by 
the Companies Act, 1956 which deals with the subject matter under 
discussion so far as companies are concerned. h piloting the Bill 
the Finance Minister explained in Lok Sabha that the proposed 
legislation sought to bring " a new discipline " to the conduct of 
company management in this country. We opine that this "new 
discipline" is equally important for the conduct of management of 
societies. From this point the provisions in the Companies Act 
regarding offences and penalties should be considered significant. 
Many of the provisions are not obviously applicable to societies by 
virtue of their constitution and we do not propose to list them hue. 
The material provisions in the Companies Act which are relevant 
to our enquiry are the offences and penalties listed below :-

(1) membership of an un-registered ccmpany-fine Rs. 1,000 ; 
· (2) omitting to file returns-fine Rs. 500; 

(3) filing of untrue statements-2 year's imprisonment afjd/or 
fine of Rs. 5,000 ; 

( 4) violation of provision relating to investrnents--fine of 
Rs. 5,000 for offenders. 

(5) share money not deposited in bank-fine Rs. 5,000 for each 
promoter; 

(6) impersonation of a shareholder-! year's imprisonment; 
(7) commencing business before registration.:_Rs. 500 a day for 

each person respoDsible ; 
(8) failure to hold annual general mc:eting-R3. 50 for each 

Director; 
(9) failure to submit annual accounts in time e:nd Director's 

report-imprisonment of 6 months and Rs. 1,000 fine for each 
person responsible ; 

(10) improper issue of balance sheet, etc.-Rs. 500 for every 
officer; 

(11) default in disclosing payment to a compan:r-6 :clOnths' 
imprisonment and/or fine of Rs. 2,000 per every officer; 



223 

(12) non-compliance with Auditor's appointment--fine Rs. 500 
for every officer ; 

(13) non-compliance of Auditor with the requirements· of law-· 
fine of Rs. 1;ooo; . 

(14) wrongly obtaining or withholding the company's property
fine of Rs. 1,000 for every officer and employee ; 

(15) failure to disclose or deliver books and obtaining credit by 
false representation-2 to 5 years' imprisonment; 

(16) falsification of accounts-7 years' imprisonment; 
(17) giving credit to wrong persons (binami transactions) -2 

years' imprisonment ; and 

(18) failure to keep proper accounts-one year's imprisonment. 
. . 

414. In certain sections previously recommended we have pro
vided that a society sustaining losses should r~ceive compensation from 
those responsible therefor. The penalties proposed in this Chapter· 
are iri addition to those by way of compensation to societies. In 
determining the quantum of penalty, we have been influenced by 
the stake of the people and the public revenues in the (•r:-operative 
movement, the experience of the past 53 years, the nature and extent 
of offences, the progress of literacy and education and the fall in the 
value of the rupee since the law prescribed the quantum of fines. 
Under section 11 (2) we have laid down that no society shall be 
formed unless it is registered and every. member of such a society 
shall be personally liable for'liabilities incurred in any b:lsiness prior 
to registration. Since this technique has been \;ell dc>veloped in 
certain parts of the State, we recommend that every member of 
a f:JCiety formed in contravention of the provisions o.f section 11 (2) 
should be fined upto Rs. 500. A similar penalty is desirable in 
respect of persons carrying on business under any name of which the 
word "co-operation" forms part. The amount of maximum fine 
proposed in only one-tenth of that provided in the Companies Act. 
In sec~ion 73, we have empowered the Registrar to enforce the perfor
mance of obligation in respect of keeping of proper book~ and furnish
ing statements and returns and to take initiative in these matters rf 
the society fail->. The same section empowers the Registrar to realise 
the expenses from the officers concerned. We are of the view that 
the society, its officer or member whose duty is to comply should 
also be fined for failing to comply with this section and recommend 
that the maximum fine should be Rs. 500. Since the societies to be 
covered vary in size and equipment we, however, '\vish to .draw a dis
tinction between a small society and a big one and accept the distin
ction made in section 60 (a) of the present Act. The provision 
recommended will thus be applicable to officers and r.1embers of 
societies with a wo'rking ca~ital of Rs. 50.000 or more. The wilful 
negligence or refusal has, however, to be viewed very seriously 
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irrespective of the size of a society and the offender in our opinion, 
should be punishable with a month's imprisonment and/or fine of 
Rs. 500. The filing of untrue statements and the failure to maintain 
proper accounts are, however, more serious offences and the ends 
of justice can only be met by providing for. rigorous imprisonment. 
The Companies Act provides for two year's imprisonment and/or 
a fine of Rs. 5,000 and we think one year's imprisonment and/or 
a fine of Rs. 2,000 should be sufficiently deterrent. Section 60(c) of 
the Act of 1925 lists these offences but the fine is only of Rs. 50 which 
is totally inadequate having regard to the nature c: the offence. 

415. Section 58 proposed by us (Section 37 of the present Act) 
deals with the manner in which the funds of a society should be 
invested. The compliance with this section is necessary from the 
point of safety of funds of society. The Companies Act provides for 
a fine of Rs. 5,000 for non-compliance. We recommend that the fine 
for this purpose should be Rs. 500. Before an application is made 
for registration of a society, it is customary for the promoters to 
collect the share capital frcm the prospective members. The safety of 
the money thus raised requires to be assured so that when the society 
is registered the share money can be handed. o·;er to that society, or, 
where the registration is refused, the money can be refunded. No 
Rule has been provided at present for this purpose. The general 
practice is, however, to deposit such money in a co-operative bank 
preferably a central co-operative bank or in a postal savings bank. 
At the same time quite a good many instances have come to our 
notice in respect of which the share money is retained by the chief 
promoter and his associates and the societies consequently come to 
brief. We are of the view that a Rule for the purpose is necessary 
and the violation of the Rule should be punishable. The Companies 
Act prescribes a fine of Rs. 5,000 for every promoter. Considering 
the size of an average society in the State, we are inclined to think 
that a fine of Rs. 500 should be a sufficient deterrent. The offence 
becomes more serious if such funds are used in the business of 
a society prior to its registration. In this case, we opine that no option 
of fine should be provided and an imprisonment of one year should 
be prescribed. 

416. In a society the chances of impersonation are sknder because 
the members are known to each other and we do not propose to 
deal with this particular offence. Section 63 and 64 deal with annual 
general meeting and special general meeting. In both the sections 
we have provided for penalties for the failure of an ofli.cer to convene 
the meeting, and we do not recommend any separate provision in 
this chapter. But Section 63(2), (3) and (4) deal with the submission 
of the committee's report, balance sheet and profit and loss account 
and the Auditor's report to the general meeting. The failure to com
ply with these three sub-sections requires also to be treated as an 
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offence ~or which we have not provided in the relevant sections. The 
Compames Act provides a penalty of six months' imprisonment 
andfoF a fine of Rs: 1,000 to Rs. 2,000. Since the requirements have 
been mcorporated m the Act for the first time we are inclined to 
deal with the offence rather leniently and recommend that a penalty 
of a fine of ~s. 250 .s~ould be sufficient. We have prescribed penalty 
for an Aud1tor fa1lmg to discharge his duties in section 78 and 
therefore, consider any provision relating to that in this Chapte; 
unnecessary. 

417. As regards binami transaction, section 60-A of the present Act 
provides for a penalty of Rs. 500. Judged by the growth of such 
offences, we are afraid that the penalty pr9vided in the Act has 
indirectly served as an encouragement to ~he offenders and if the 
trend is to be arrested, imprisonment is the only remedy. In the 
Companies Act, an imprisonment of 2 years has been provided for 
and we think that instead of a fine Rs. 500, provided in the present 
Act VII of 1925, the punishment of· 2 years' imprisonment deserves to 
be awarded for such offenders. Falsification of accounts destruction . , 
of records, etc. are grave offences and judged hy the said experienc~ 
in connection with the enquiry proceedings, we opine that a very 
serious view should be taken of this grave offence. The C<.1mpanies 
Act prescribes a penalty of 7 years' imprisonment. We are, tempted 
to recommend the same quantum of imprisonment, but have desisted 
from doing so only because of··'the wide variation of the resources of 
societies registered under this Act and the equipment at their 
disposal. At the same time there can be no excuse for ccmdoning such 
an offence. We, therefore, recommend a punishment of 3 years' 
imprisonment. 

418. It is not unusal for officers and employees of certain societies 
to wrongfully obtain or withhold the society's property including 
books of accounts and records. Under Sections 69 and 70 we have 
recommended the appointment of nominated committees and 
administrators respectively, Section 75 deals with auditors, Sections 80 
and 31 provide for inquiry and inspection officers, Section 90 relates 
to Registrar's nominee, while in Section 99 the appointment. of 
a liquidator has been provided for. All these persons require in
formation and assistance from officers of a society. Under the bye
laws of a society the old committee may go· and a new one may be 
elected. In these cases as well as in certain other circumstances it 
is obligatory on officers and other persons to hand over the custody of 
books, records etc., to their successors. The tendency is, }1owever, to 
. withhold the books. Similarly, inquiry officers, liquidators, etc., need 
co-operation and assistance of such persons in getting the relevant 
information; but this is refused. All this in our opinion, should 
be treated as an offence and punishable with a fine extendin~ 
upto Rs. 500. 

L-A Qb 2437-15 
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4~9.. Two ki?ds oi. offences peculiar to the working of co-operative 
societies r~mam to be dealt with. These are (a) wilful failure to 
give effect to any decision, award or order passed under this Act 
and . (b) f~audulent dis~sal . of proper~y ~n which the society ha~ 
a pnor claim or from which It can reahse 1ts dues. During the past 
5 years, from a variety of reasons there has been a growing tendency 
among officers of certain societies to refuse to give effect to any 
decision, award or order passed under this Act. This tendency i~ 
noticeable particularly among the educated class. Much nf the 
trouble in housing societies in Bombay State has stemmed from the 
absence of any provision penalising this recalcitrant element disobey
ing orders, etc. validly issued under this Act. We, therefore, recom
mend that offenders should be subjected to a punishment of six 
month's imprisonment and/or a fine of Rs. 500. Fraudulent disposal 
of property on which the society has a prior claim is also an offence 
which has been growing. Under Section 24 of the existing Act 
(Section 48 of the proposed Act) the offenders are punishable with 
imprisonment for a term which may extend to six months or with a fine 
which may extend to Rs. 500. It may be noted that this section is pri
marily applicable to agriculturists and we do not see any reason why 
penalty prescribed in this section should not be applicable to an 
offence of a similar nature. We therefore, recommend that fl·audul
ent disposal of property on which a society has a prior claim should 
be punishable by imprisonment of six months and/or a nne of 
Rs. 1,000. The same penalty should be awarded 'vhere the interJtion 
is to defraud a society by fraudulent disposal of property "'-' hich is 
liable to be attached for any liability of a society even when it has 
no prior claim. We have also included the provisions in section 60-B 
and 61 in the present Act with suitable modifications. 

420. To give effect to the above recommendations we propose that 
the following sections be inserted in this Chapter in place of the 
.existing ones :-

SECTION 138-Prohibition of the use of the word " Co-operative".
(1) No person other than a society registered under this Act and 
a person or hfs 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, shall, without the sanction of the State 

.. Government function trade or carry on business under any name 
_or title of wbich the ~ord ~·co-operative" or its equivalent in any 
. Indian language forms part. 

(2) Every person who is a member of a society fc::rned in con
travention of Section 11(2) of this Act and every person contraven
ing the provisions of sub-section ( 1) shall be punishable with a 
fine which may extend to Rs. 500. 
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SECTION 139-0ffl.ences.-It shall be an offence under this Act 
if (a) a committee of a society with a working capital of Rs. 50,000 
or more or an officer or a member thereof fails without any reason
able excuse to give any notice, send any return or document, do or 
allow to be done anything, which the committee, officer or member 
is by this Act required to give, send, do or allow to be dQne or 
comply with orders made under Section 73; or 

(b) a committee of a society or an officer or member thereof 
wiliully neglects or refuses to do any act or to furnish any infor
mation required for the purposes of this Act by the Registrar or 
other person duly authorised by him in writing in this behali; or 

(c) a committee of a society or an officer or member thereof 
wilfully makes a false return or furnishes false information or fails 
to maintain proper accounts; or 

(d) a committee of a society or an qfficer or member thereof fails 
to invest funds of such society in the manner required by Section 58 ; 
or 

(e) any person collecting share money for a society in formation 
does not deposit the same in the State Co-operative Bank or a centrcil 
co-operative bank or an urban co-operative bank or a postal sav1ngs 
bank; or 

(f) a person collecting the share money .for a society in formation 
makes use of the funds so rais~d for conducting any business or 
trading in the name of a soci~ty to be registered or provisionally 
registered ; or otherwise ; or 

(g) a committee of a society or an offier or member thereof fails to 
comply with the provisions under Section 63 (2), (3) and (4); or 

(h) any officer of a society wilfully recommends or sanctions for 
his own personal use or benefit or for the use or benefit of a person 
in whom he is interested, loan in the name of any other person; or 

(i) an officer or member destroys, mutilates, alters, falsifies or 
secrets or is privy to the destruction, mutilation, alteration, falsifica
.tion or secreting of any books, papers or securities, or makes or 
is privy to the making of any false or fraudulent entry in any 
register, book of account or document belonging to the society; o~ 

(j) an officer or member who is in possession of information, books 
and records, fails to furnish such information or produce books and 
papers or give assistance to a person appointed or authorised,by the 
Registrar under Sections 69, 70, 75, 80, 81, 90 and 99 ; or 

• (k) an officer fails to hand over the custody of books, records, 
cash, security and other property belonging to the society of JYhich 
he is an officer, to a person appointed under Sections 69, 70 and 99 ; 

(l) an officer or a member wilfully fails to comply with -any 
decision, award or order passed under Section 89 ; or 
L-A Qb 2437-15a 
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(m) a member fraudulently disposes of property over which the 
society has a prior claim or a member or officer or employee or any 
person disposes of his property by sale, transfer, mortgage, gift or 
otherwise, with the fraudulent intention of evading the dues of the 
society; or 

(n) any employer and every director, manager, secretary or other 
officer or agent acting on behalf of such employer who, without 
sufficient. cause, fails to comply with section 5! (2); or 

( o) an officer or member of a societv or any person does any act or 
omission declared by the Rules to be an offence. 

Explana.tion.-For the purpose of this section an officer or 
a member- referred to in the section shall include past-officer and 
. past member as the case may be. · 

. SECTION 140-Penalties for offences.-Every Society, officer or 
past officer or member or past member or an employee or past 
employee of ,a society or any other person found guilty of an alienee 
referred tc in Section 139 shall be liable. to be punished-

(a) With fine not exceeding five hundred rupees provided that 
he is convicted of an offence referred to in Section 139 (a); or 

(b) with imprisonment for a term which may extend to one 
month or with fine not exceeding five hundred rupees or with both 
provided that he is convicted of an offence referred to in 
Section 139 (b) ; or 
. (c) with imprisonment for a term which may extend to one 

year or with fine not exceeding rupees two thousand or both 
provided that he is convicted of an offence referred to in Sec-
tion 139 (c); or · 

(d) with fine not exceeding five hundred rupees provided that 
he is convicted of an offence referred to in section 139 (d) ; or 

(e) with fine not exceeding five hundred rupes provided that he 
is· convicted of an offence referred to in section 139 (e) ; or 

(f) with imprisonment for a term which may extend to one year 
provided that he is convicted of an offence referred to in 
Section 139 (f) ; or 

(g) with fine not exceeding two hundred and fifty rupees 
provided that he is convicted of an offence referred to in 
Se.ction 139 (g); or 

(h) with imprisonment for a term which may extend to two 
years provided that he is convicted of an offence referred to in 
Section 139 (h) ; or 

( i) with imprisonment for a term which may extend to three 
years provided that he is convicted of an offence referred to in 
Sectic•n 139 ( i) ; or 
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(j) with fine not exceeding five hundred rupee& provided that 
he is convicted of an offence referred to in section 139 (j) ; or 

(k) with fine not exceeding five hundred rupees provided that 
he is convicted of an offence referred to in section 139 (k) ; or 

(l) with imprisonment for a term which may extend to six 
months or with fine not e:xreeding five hundred rupees or both 
provided that he is convicted of an offence referred to in 
Section 139 (l); or 

(m) with imprisonment for a term whiCh may extend to six 
months or with fine not exceeding one thousand rupees gr bGth 
provided that he is convicted of an offence referred to in Sec
tion 139 ( m) ; or 

(n) with imprisonment for a term which may extend to· one 
month or with fine not exceeding five thousand rupees .or .With 
both provided that he is convicted of an offence referred to in 
Sec1ion 139 (n); or 

(o) with fine not exceeding two hundred and fifty rupees 
provided that he is convicted of an offence referred to in Sec
tion 139 (o). 

SECTION 141-Cognizance of offences.-(1)No court inferior to that 
of a Presidency Magistrate or Magistrate of the First Class shall try 
any offence under this Act. 

(2) Notwithstanding anything contained in the Code of Crilninal 
Procedure, 1898-

(a) every offence under this Act shall, for the purposes of the 
said Code, be deemed to be non-cognizable ; 

(b) it shall be lawful for a Presidency Magistrate or a Magistrate 
of the First Class to pass a sentence of fine exceeding one thousand 
rupees on any person convicted of an offence under Section 139 (n). 

(3) No prosecution under this Act shall be lcdged except with the 
previous sanction of the State Government in the case of an offence 
under Section 139 (n) and of the Registrar in the case of any other 
offence under this Act. Such sanction shall not be given except 
after hearing the party concerned by an officer authorised in this 
behalf by the State Government by a general or special order. 
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CHAPTER XV. 

APPEALS AND REVISION. 

421. On matters arising from the provision in law decisions have 
to b~ taken b~ appropriate authority and,· in iairne:;s to aggrieved 
paFb~s, the legislature has recognised their right ~f appeal. Another 
prmciple that has been accepted is that an authority giving a decision 
shoul~ a~so have the power to _review it. These principles of equity 
and J~sbce h~ve _been recogniSed by jurists while framing Co
operative Legislation. In the case of Co-operative Societies st1bjects 
falling within the scope of this chapter are listed below :-

. (1) Refusal to register a society ; (2) refusal to re-gister an 
amendment; (3) order directing amendment o~ bye-laws; (4) 
decisions regarding amalgamation division and reconstruction of 

'. ' '·a· 1s6Ciety; (5) order directing amalgamation of a ~ocieiy; 
(6) order for compensation payable to a society; (7) re
fusal to admit a member; (8) expulsion of members; (9) order 

· directing affiliation of society to a federal society ; (10) crder 
suspending a committee; (11) order nominating a committee; 
(12~ order appointing an administrator, .(13) order for enforce
ment of }1erformance of obligations; (14) order for inspection and 

· enquiry; (15) cost of inspection and inquiry; (16) surcharge; 
(17) decisions in dispute; (18) attachmenC before award; 
(19) winding up of a society; (20) decisions of a liquidator; 

. (21) orders or decisions as per the rules, and (22) demand for 
re:r:ayment of loan in case of improper use. 

422. In all States except Bombay there are only two appellate 
authorities, i.e., the Registrar and the State Government. In Bombay 
State, the Government took the initiative in the matter of setting up 
an independent judicial machinery with appellate and revisional 
powers by incorporating in 1948 Section 63-A in the Bombay Co
operative Societies Act, 1925. The importance of the Tribunal has 
now been recognised by almost all States. The point at issue is in 
what manner the jurisdiction of different authorities be distributed 
over matters relating to the subjects referred to in the preceding 
paragraph. Before examining this question, we beg to record that we 
have already provided for appeal separately in Section 93 dealing 
with the decisions of the Registrar or his nominee on disputes and 
applications for attachment before award. We have also provided 
for appeal in Section 100 against Registrar's order to wind up 
a society. In Section 23 we have provided facilities for any pe~son 
not admitted as member by a society to appeal to a federal society 
to which that society has been affiliated or, in the absence of such 
society, to the president of the Bombay State Co-e:perativc Union. 

423. A suggestion was made that the Registrar's orders under 
Sections 80 and 81 recommended by us (Sections 43 and 44 of the pre
sent Act, 1925): should also be subject to appeal to the Tribunal. We 
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are unable to accept the suggestion because time is the essential 
element in ordering and completing an enquiry and inspection and 
the object will be defeated by providing an opportunity to a party 
to appeal. We, therefore, reject the suggestion._ 

424. In regard to the remaining subjects, we find that these may 
be broadly divided into two categories viz: matters of policy and 
matters of law and fact. Where a subject falls within the first cate
gory, it is but proper that the appellate authority should rest with 
the administration. Naturally, therefore, appeals on such matters 
should be decided by the Registrar or the Joint Registrar where 
a decision is taken by a subordinate officer of the Co-operative Depart• 
ment and the State Government should hear appeals ag;.inst 
decisions of the Registrar and the Joint Registrar, otherwise than in 
appeal. The subjects falling within the sp~ere of policy in OlJI opi
nion are (1) registration of a. society, (2) amendment of bye-laws, 
(~') RE:gi~trar's orders directing amendment of bye-laws, (4) amalga
mation, division and conversion of societies, (5) order directing 
amalgamation, (6) suspension of a committee and nomination of 
a new one, (7) appointment of an administrator, (8) ordE:r 
directing affiliation to a federal society, (9) orders and 
decisions of liquidator. We, therefore, recommend that these matters 
should be governed by the existing Section 64 in Bombay Act of 1925. 
Expulsion of a member is also a matter in respect of which no legal 
issues are involved. The basis for expulsion is the action of a member 
and we opine that the Registrar and the State Government are com
petent to decide whether that action is detrimental to interest of 
a society or not. 

425. The subjects which remain to be examined are (1) cost of 
en4uiry and inspection, (2) surcharge, (3) enforcement or performance 
of obligation, ( 4) order for compensation payable to a society, and 
(5) order or decision based on the Rules. Under Section 64 of the 
present Act of 1925, the Registrar's orders regarding cost of enquiry 
and inspection and surcharge are appealable to the Registrar where 
his subordinate officer has given the orders and to the State Govern
ment where the Registrar himself has issued the orders. This 
provision for appeal is not controversial. Those who opine that the 
Registrar is the proper authority to fix on the basis of an inquiry, 
insoection, audit, etc., the responsibility of loss etc.. to a society, 
believe that it can be judiciously fixed and the surcharge can be 
speedily recovered if the appellate authority is not such as to take 
an ultra legalistic view of the matter. The other view po:nt is that 
persons between whom the cost of inquiry and inspection is distri
buted and on whom the surcharge is imposed are not only forced 
to shoulder financial burden but also subjected to indignities v:ith 
the result that their prestige in the society is lowered. !Lis,. there
fore, argued that such persons before having been adjudicated as 
guilty, should have adequate facilities to prove their innocence 
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if they innocent. It is further argued that the Registrnr who has 
to. sa~e:~uarc:< the interest of a society is not the person likely to take 
a JUdtctal Vtew of the subject-matter. 

426. Co-~perative laws in most States confer the power of appeal 
on the Registrar and the State Government. The fourth schedule 
under Section 134 of the Bengal Co-operative Societies Act how
ever, provides that an order made in respect of apportioni~<7 the 
cos~ of enquiry and . inspection and surcharge can be app~aled 
agamst by any aggneved party to the District Judge. We have 
weighed the pros and cons of the two extremes and have come to 
the conclusion that these orders should be appealable to the Tribunal. 
For the same reason we recommend that any order oirecting a person 
to compensate a society for loss should also be appealable to the 
Tribunal. Section 73 deals with enforcement of performance of 
obligations. We opine that appeal against such m·ders should lie 
with the Tribunal since questions of legality of orders might b~ 
involved. Similarly, orders or decisions based on Rules should bP 
appealable to the Tribunal because the issues involved will 
necessarily be the authority of the Registrar and his officers to issue 
such orders and even the validity of a Rule may be cballe:nged. 
Si:Q.Ce it is not unlikely that the validity of certain E:xisting Rules 
can be que~tioned, we are afraid, the State Government responsible 
for framing the Rules will not be in a position to take a dispas· 
sionate view on the merits of such a case. 

427. We are satisfied that the provisions in the Bombay Co~ 
operative Societies Act, 1925, and the regulations framed by the Co
operative 'l'ribunal relating to its constitution, jurisdiction, etc., 
have been found to be generally adequate. We are. however, 
informed that although certain powers are conferred on the Tribunal 
by the regulations 10 to 15 of the Tribunal, the Tribunal in practicE> 
follows certain provisions in Order 41 of the Civil Procedure Code. 
Again, we find that facilities are not available at presen~ in respect 
of cross-objections as have been provided for in Rule 22 of Order 
41 of the Civil Procedure Code. This results in multiplying the 
appeals. In adapting the relevant Rule in Order 41 certain adjust-

. ments will also be necessary since the Rule in the Order requires 
one month's time from the date of service of notice or the date 
fixed for hearing the appeal, for filing such objections. In the case 
oi the Tribunal the notice for hearing an appe3.l is short though 
there is sufficient time lag between the registration of an appeal 
and the date of hearing. Section 63A( 4) of the Act d 1925 pro
vides that subject to the previous sanction of the State Government, 
tHe Tribunal shall frame regUlations, etc. We do not think it 
necessary to change this sub-section and, th.erefore, recommen~ to 
the Government to pursue question of revtewmg the regulahons 
framed by the Tribunal for regulating its procedure and disposal of 
its business. 
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428. T~e seco~d point to be noted in connection with the working 
of the Tnbunal 1s the delay in the disposal of ~ppeals. As a result 
of our recommendations in paragraph 426 and the reorganisation of 
States, we think that the volume of appeals to be heard by the 
Tribunal will rise appreciably. The present strength of the Tribunal 
is three and a bench of two has to be necessarily con&tituted. The 
Tribunal's headquarters are in Bombay, but it is expected to visit 
different parts of the State in order to avoid .inconvenience to the 
parties. In the latter event the records also have to be transferred 
from Bombay. Taking all these factors into account we are incJined 

' to think ~hat two benches would expedite the disposal of appeais 
and save the parties from inconvenience, hardship and additional 
expenditure. We accordingly recommend that the number of 
members of the Tribunal be increased to fo_ur. 

429. With the modifications suggested aboV.e, we recommend that 
Chapter X of the Bombay Act of 1925 be deleted and the following 
sections be inserted in Chapter XV of the Act proposed by us:-

SECJJ:ON 14.2-Bombay State Co-operative Trib1.mal.-(l) The 
State Government shall constitute a Tribunal, called the Bombay 
State Co-operative Tribunal, to exercise the fnnctions conferred on 
the Tribunal by or under this Act. 

(2) The Tribunal shall consist of not more than four members 
possessing such qualifications as may be prescribed. 

( 3) Where the Tribunal consists of more than one member, any 
two members of the Tribunal shall form the quorum for the dis
posal of its business. 

( 4) Any vacancy in the membership of the Tribunal shall be 
filled by the State Government. 

(5) Subject to the previous sanction of the State Government, 
the Tribunal shall frame regulations consistent with the provisions 
of this Act and Rules made thereunder, for regulating its pro
cedure and the disposal of its business. 

(6) The regulations made under sub-section (4) shall be 
published in the Official Gazette. 

(7) The Tribunal may call for and examine ~-he record of any 
proceedings in which an appeal lies to it for the purpose of 
satisfying itself as to the legality or propriety of any decision or 
order passed. If in any case it shall appear to the Tribunal that 
any such decision or order should be modified~ annulled 
or reversed, the Tribunal may pass such orde:r: thereon as it may 
deem fit. 

(8) Where an appeal is made to the Tribunal under !;ection 93, 
it may, in order to prevent the ends of justice being defeated make 
such interlocutory orders pending the decision of the ;tppeal as 
may appear to it to be just and convenient or such orders as may 
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be necessary for the ends of justice or to prevent the abuse of the 
process of the Tribunal. 

(9) An order passed in appeal, or in revision under sub-section (7) 
or in re\•iew under section 143 by the Tribunal shall be final and 
conclusive and shall not be liable to be 'called in question in any 
dvil or revenue court. 

· Explanation.-The Tribunal hearing an appeal under section 93 
shall exercise all the powers conferred upon ~n appellate court by 
section 97 and order 41 of the Civil Procedure Code. · 

SECTION 143-Review of orders of Tribunal.-(!) The Tribunal may, 
either on the application of the Registrar or on the application of 
any party interested, review its own order in any case and pass 
in reference thereto such order as it thinks fit. 

Provdied that no such application made by the applicant shall 
be entertained unle$s the Tribunal is satisfied that there ilas been 
a· discovery of new and important matter or evidence which after 
the exercise of due diligence was not within the knowledge of the 
applicant or could not be produced by him at the time when its 
order was made or that there has been some mistake or error 
apparent on the face of the record or for any other sufficient 
reason: -

Provided further that no such order shall be varied or r0vised 
unless notice has been given to the parties interested to appear and 
be heard in s~pport of such order. 

(2) An application for review under sub-section (1) by any party 
shall be made within 90 days from the date of the communication 
of the order of the TribunaL 

SECTION 144-'Ihbun:t.:tl to have powers of civil court.-(1) In 
exercising the functions conferred on it by or under this .\ct, the 
Tribunal shall have the same powers as are vested :n Courts in 
respect of-

(a) proof of facts by affidavits; 
(b) summoning and enforcing the attendance of any person and 

examining him on oath ; 
(c) compelling the production of documents; and 
(d) issuing commissions for the examination of witnesses. 

(2) In the case of any such affida\•it, any officer appointed by 
the Tribunal in this behalf may administer the oath to the deponent. 

SECTION 145-Appea.l.-(1) An appeal against an order or decision 
under sections 10, 13, 14, 17, 18, 19, 36, 60, 68, 69, 70, 98 and 101 
shall lie-

(a) if made or sanctioned or approved by the Registrar or the 
Joint Registrar on whom powers of the Registrar are conferred, to 
the State Government-; 
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(b) if made or sanctioned by any person other than the Regis
trar or the Joint Reg:strar on whom the powers of the .aegistrar 
are conferred, to the Registrar. 

(2) An appeal against an order or decision under sections 73, 82, 
85 and any order passed by the Registrar for paying compensation 
to a society and any other order for wliich an appeal to the 
Tribunal has been provided unaer this Act shall lie with the 
Tribunal. 

(3) An appeal under sub-sections (1) and (2) shall be filed within 
two months of the date of communication of the order or decision. 

( 4) Save as provided in this Act, no appeal shall lie against any 
order, deci~ion or award passed in accordance with this :\ct, and 
every such order, decision or awar~ shall be final and where the 
appeal has been provided for, any order passed on appeal shall be 
final and no appeal shall lie against it. 

SECTION 146-Extension of period of limitation by appellate uutho
rity in certain cases.-In all cases in ·which it is provided tmder this 
Act that an appeal may be filed against any decision or order 
withb a 5pecified period, the appellate authority may admit an 
appeal after the expiry of such period, if the appellant satisfies the 
appellate authority that he had sufficient cause for not preferring 
the appeal within such period. 

SECTION 147-Power of St~te Government und the Registmr to 
call for proceedings of subordinate officers !lnd to pass orders there
on.-The State Government and the Registrar may call for 2nd 
examine the record of any inquiry or the proceedings of any dficer 
subordinate to them e£CCept those referred to in sub-section (7) of 
section 142 for the purpose of satisfying themselves as to the lega
lity or propriety of any decision or order passed and as to the 
regularity of the proceedings of such officer. If in any case; it 
shall appear to the State Government or the Registrar that any 
decis:on or order or proceedings so called for should be modified, 
annulled or reversed, the State Government or the Registrar, as 
the case may be, may pass such order thereon as to it or he may 
deem fit. 
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CHAPTER XVI. 

MISCELLANEOUS. 

430. This Chapter deals with residual matters in connection with 
the Bombay State Co-operative Societies Act, which we have pro
posed. Chapter XII in the Bombay Act of 1925, onthe same subject 
provides for (1) recovery of sums due to Governm~nt, (2) power to 
exempt societies from conditions as to registration, (3) power to 
exempt societies from pro\'isions of Act, ( 4) Indian Companies Act 
not to apply, (5) Branches, etc., of societies, outside the Presidency, 
(6) Notice necessary in suits, (7) Rules, (8) Saving of existing 
societies, (9) Construction of references to Co-operative Societies 
Act, 1912, in enactments, (10) Validity of transfer made under sec
tion 59(2) of Bombay VII of 1925, and (11) Re)eal. Section 7 of the 
Act, which we have proposed covers section 66 in the present Act 
relating to power to exempt societies from conditions as to registra
tion. ·Except in respect of Rules we do not propose to make any 
changes other than consequential ones arising from our r€commenda
tions embodied in the preceding chapters. .We, however, opine that 
the present Chapter does not provide for two important items, i.e., 
(1) Registrar, etc., to be public servant, and (2) indemnity for acts 
done in good faith.. In our opinion these matters are of vital impor
tance both in the context of the administration of the co-operative 
Law and in the interest of efficient working of Co-operative societ:es 
because no individual would take personal risks while launching 
a particular policy or pursuing a particular line of action which is to 
his knowledge within the four corners of the law. We have aJso 
indicated certain changes in section 71 relating to powers of the 
State Government to make Rules in conformity with our approach 
explained in Chapter III and our subsequent recommendation. 

431. The Registrar and other officers to be public servants.-A 
comprehensive provision for the purpose of including certain 
officers within the meaning of " public servant", as defined in 
Section 21 of the Indian Penal Code, has been made in various 
Acts. Section 61 of the Hyderabad Co-operative Societies Act, 
presently appHcable to Marathwada has, for instance, such a provi
sion. Persons who are required to exercise the powers of a public 
servant in connection with the administration of this Act and work
ing of societies in certain circumstances, are the Registrar, a 
person exercising his powers, a person authorised by him to make 
an inspection or hold an inquiry or appointed as Liquidator or 
Arbitrator and an Auditor and they should be covered by this 
section. A suggestion was made to us that certain types of officus 
of societies should also be included in this section. We are of the 
view that its acceptance will lead to regimentation of societies and 
might lead to complications which will defeat the purpose of this 
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Act. We, therefore, recommend that the following new Section 
No. 148 be adced :-

SECTION 148-Registrar and other officers to be public servants.
The Registrar, a person exercising the powers of the Registrar, 
a person c.uthorised to hold an enquiry under Sectlo::1 oO or to 
make an inspection under Section 81, a person appointed as a 
Liquidator under Section 99 or as nominee or board of nominees 
under Sectlor~ 87, or authorised under Secti~n 75(1) to audit the 
accounts of a society, shall be deemed to be a public servant 
within the meaniog of Section 21 of the Indian Penal Code. 

432. Indemnity for acts done in good faith.-Certain officers have 
to take actions under this Act against ce . .rtain persons connected 
with a society or have to issue orders under this Act in connection 
with the working of a society or to carry on 'the business of a society 
in certain circumstances. All these officers are defined as public 
servants in the preceding section. Here we propose tQ provide for· 
indemnifying them from any possible action arising from the dis
charge of their duties, provided it is taken in 60od faith. The onus 
of proving so will, however, lie on the person. We, therefc.re, 
recommend the following new section No. 149. 

SEcnoN 149-Indemnity for acts done in good faith.-No suit,. 
p.rosecutipn or other legal proceedings shall lie against. the 
Registrar or any person spbordinate to him or acting on his 
authority, in respect of anYthing done or. purporting to pave been 
done by him under this Act in good faith. 

433. Recovery of sums due to the Government.-S~ction .. 6l5 ·in 
the present Act provides for recovery of sums due to Government~ 
In sub-sections (2) and (3) there is a reference to liability of past 
members from which Estate of the deceased member is excluded 
which is not proper. We, therefore, deem it necessary to make· an 
appropria1:e change. We have also renumbered Section· 28 as 
Section 34 and have recommenueCI the formation of societies without 
liability. Consequential changes are, therefore, necessary. As a 
result, the· existing Section 65, renumbered as Section 150 will· read 
as under:- · 

SEcTION !50-Recovery of sums due to the Government.-(!) ~1 
sums due from a society or from an. officer or .nember or ;past 
member or a deceased member of a society as such to the Gover~f

. ment may be recovered according to the law and under. the_-R~les 
for the time being in force fo; the recovery of BrrPars of land 
revenue. 

(2) Sums due from a society too the Gove~men~. and recover
able und0r sub-section (1) may be recovered, firstly, f~om the 
property of the society,_ seconaly, in the case of a society of which 
the liability of the members is liq1ited, frorri the members or 
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past members or the estate of deceased members, subjectc of their 
past members or the estate of deceased members, subject to the 
limit of their liability; and, thirdly, in the case of societies with 
unlimited liability from the members or p.ast members or estate of 
deceased members. 

(3) The liability of past members or estate of deceased mem
bers shall in all cases be subject to the provisions of Section 33. 
434. Exemption to societies, non-application of Companies Act, 

branches, etc., of societies outside the State and notice necessary in 
suits.-Section 67 deals with powers to exempt societies from the 
provisions of the Act and we hpve no change to recommend therein. 
Section 68 deals with non-application of the Indian Companies Act of 
1913. This Act has been consolidatea and is now known as Com
panies Act, 1956. We propose to make the necessary change. 
Section 69 deals with. branches, etc., of societies outside the Presi
dency. In addition to the need for substituting the word "State,. 
for the word "Presidency", owing to the change in the Constitution 
of India, we also consider it necessary to provide that no society re
gistered in any other State should open a branch in this State without 
the prior permission of the Registrar. This is because the society 
is Tegistered under an Act of another State. Similarly, it is neces.. 
sary that society registered under this Act should not upen a branch 
outside the State without the prior permission of the Registrar. 
In the former case, the existing provisions in Section 69 regarding 
returns, etc., are desirable. The period of six months prescribed 
is, however, in our opinion too long and we recommend that it should 
be reduced to 3 months. As regards Section 70 we do not recommend 
any change therein since we have included a Liquidator within the 
mean!ng of "officers" in Section 2. As a result of the above 
recommendations the relevant Sections be worded as under:- · 

SECTION 151-Power to exempt societies from provisions of Act.
The State Government may, by general or special order to be 
published in the Official Gazette, exempt any society or class of 
societies from any of the provisions of this Act, or may direct that 

:such provisions shall apply tqo such society or class of societies. 
·with such· modifications as may be specified in the· order; pro
vided that no order to the prejudice of any society shall be passed 
without any opportunity being given to such society to represent 

·1ts case. · 
. . 

SECTION !52-Companies Act not to app!y.-The _ provisions of 
the . Companies Act, 1956, shall not apply to societies registered 
unC:er this Act. 

SECTION 15~Branches etc. of societies outside the State.
(1) No_ society other than a society registered under this Act shall 
open a branch or a place of business outside Bomb~y State ana 
"no co-operative society registered _under any Law m any_ other 
-State shalf open a branch or a place of. buslness in Bombay State 

without the permission of the Registrar. 
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(2) Every co-operative society registered under any Law in any 
other State and permitted to open a Branch or a place of busi
ness in Bombay State under sub-section ( 1) or which has a 
branch or a place of business in Bombay State at the com
mencement of this Act, shall within 3 months from the com
mencement of this Act, or from the opening of such branch or 
place of business, file with the Registrar a certified copy of the 
bye-laws and amendments and, if these are not written in English 
language, a certified translation in English thereof, and ·shall sub-. 
mit to the Registrar such returns and: information· -as are sub
mitted by similiar societies registered under this Act in ,addition 
to those submitted to the Registrar of the State where such society 
is registered. · 

SECTION 154-Notice necessary in suits.-No suit shall be instituted 
against a society or any of its officers ip. respect of any act 
tcuching the business of the society until the expiration of two 
months next after notice in writing has been delivered to the 
Registrar, or left at his office, stating the cause of action, the 
name, description and place of residence of the plaintiff and the 
relief which he claims, and the plaint shall contain a statement 
that such notice has been so delivered or left. 

435. Power to make rules.-In paragraph· 36, we have observed 
that some of the existing Rules lack the requisite clarity· and: even 
the authority of Section 71 of..othe present Act of 1925. The power of 
the State Government under this Section requires to be strengthened 
against the background of our proposals for revising the Act. 
The powers to frame Rules have been laid down in a little over 40 
clauses of Section 71. As a result of our recommendations, the 
number has gone up to 158. Seven clauses have been recommended 
to cover procedural matters relating to land mortgage banks in respect 
of which a special chapter has been included in the Act proposed 
by us. Other matters proposed to be covered by the Rules. 'include 
expulsion of a member, limits of borrowing for different classes of 
societies, conditions for satisfying the charge of a society, regula
tion of investment of funds, administration· o~ employees' provident 
fund, procedure and conditions to be observed before a society is 
directed to be affiliated to a federal society, conditions for disquali
fying a member for voting, qualifications of employees, procedure 
for suspending a committee, for seizing records, rectification of 
defects in accounts, etc., rules relating to the constituion of super
visory authority, transfer of property which cannot be sold, investi
gation of claims, qualifications of liquidator, auditor, etc., and· appeals 
to the State Government. A large number of additional clauses 
has been sought to be strengthened by a general clause to cover 
matters which might have been left uncovered. Section. 71 ( 1) 
covers a very general aspect "to carry out the purposes of this Act". 
We have deemed it necessary to reinforce it in view of the Courts 
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discretio~ ~o inter~~et "the purposes ~f this A~t" by exten~ng 
the prov1s1on to conduct and regulatiOn of busmess" of societies. 
The precise scope of the Rules can, however, be determined when the 
Bo:r:nbay State Co-operative Societies Act is 'enacted . 

. SECTION 155-Rules.-(I) The State Government may, for the 
whole or any part of the State and for any society or class of 
societies, make rules for the conduct anC; regulation of the busi
ness of such society or class of societies and for carrying Qut the 
purpose of this Act. 

(II) In particular and without prejudice to the generality of 
the foregoing power such rules may-

(1) subject to the provisions of Eection 3, prescribe the delega
tion of powers vested in the Registrp.r to persons appointed to 
assist: the Registrar ; 

(2) prescribe the forms to be used and the conditions to be com
plied with in the making of applications for the registration of a 
society and the pmcedure in the matter of such applications ; 

(3} prescribe the matters in respect of which a society may 
make or the Registrar may direct a society to mp.ke, bye-laws and 
the procedure to be followed in making, alterin~ and abrogating 
bye-laws anCi the conditiQns to be satisfied prior to such making, 
alteration or abrogation ; 

( 4) prescribe the procedure to be followed and conditions to 
be,observed for change -of name or liability, amalgamation, 
transfer, division, conversion or reconstruction of society; 

(5} prescribe the form of and procedure for an application 
under section 19 and the procedure. for calling, holding and 
conducting a meeting under that section; 

(6) prescribe the conditions to be complied with by a person 
applying for admission or admitted as a member and provide 
for the election and admission of members and the payment to 
be made and the interest to be acquired before the exercise of the 
right of member~hip ; 

(7} prescribe in the case of a federal society · or class of 
federal societies the proportion of individual members to society 
members in such society or class of societies and the proportion 
of individual members to society members in the committee of 
such society or class of societies. · 

· (8) subject to the provisions of section 27, prescribe the 
maximum number of shares or portion of the capital of a society 
which may be held by a member ; 

(9) prescribe the procedure for the admission of joint 
members, members of a -joint Hindu undivided family, and 
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minors and persons· of unsound mind inheriting the share oz 
interest of deceased members and provide for their rights and 
liabilities ; 

(10) provide for the withdrawal, removal or expulsion 
of members and for the payments to them and for the liabilities 
of past members and the estate of deceased members ; 

(11) prescribe the conditions and procedure for the transfer 
of share or interest; 

(12) provide for the nomination of a person to whom the 
share or the interest of a deceased member may be· paid or 
transferred ; 

(13) provide for ascertaining the valu~ of a share Clr interest 
of a past member or deceased member : 

(14) prescribe the payments to be made· and the conditions to 
be complied 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; 

(15) provide for the inspection of documents in the Registrar's 
office and the levy of fees for granting certified copies of ~he 
same; 

(16) the procedure for registering the address of a society 
and the change of. its address ; 

(17) provide for the formation and maintenance of a register 
of members, and where the liability of the members is limited by 
shares, of a register of shares and a list of members ; 

"(18) provide for securing that the ~hare capital of any 
society shall be variable in such a way as may be necessary to 
secure that the share shall not appreciate in value and that 
necessary capital shall be available for the society as required; 

(19) provide for the procedure to be adopted by a society 
with limited liability in order to reduce its share capital; 

(20) prescribe the period and terms upon which Government 
aid may be given to societies and terms under which the State 
Go\'ernment may subscribe to the share capital of and guarantee 
the payment of the principal of and interest on debentures issued 
by sccieties ; 
. (21) regulate the manner in which funds may be raised by 
a society or class of societies by means of shares or debentures 
or otherwise and the quantum of funds so raised ; 

(22) prescribe the limits for loans to be granted by ·a societ:r 
or class of societies against different ~lasses of securities or 
without security and the procedure for granting loans; 

(23) prescribe the manner of recalling a loan; 
(24) prescribe the limits for granting credit by a· non~credit 

society or a class of non-credit societies. ; 

L-A Qb 2437-16 
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(25) prescribe the prohibitions and restnctions subject to 
whi<:h societies may trade or transact business v;ith persons who 
are not members ; 

(26) prescribe the conditions in which any charge in favour 
of a .society shall be satisfied and the extent to which and the 
order in which the property to the charge shall be used in its 
satisfaction; 

(27) provide for giving reasonable notice of thE charge under 
section 50; 

(?8') prescribe the procedure by which a scciety shall calculate 
and write off bad debts; 

~ (29)_ prescribe the sums which, in addition to those refE.•zred 
to in section 53 (1), shall be deducted from profits before arriving 
at the profit for the purpose of section 53 (2); 

· · (30) provide for the formation and maintemmce of rese1ve 
~fund, and the objects to which such fund may be applied, and 
for the investment and use of any fund ir!duding reserve fund 
under the control of a society ; 

(31) prescribe the conditions under which profits may be d:.s
tributed as dividend and bonus among the member;:; and non
members of a society under section 55 ; 

(32) prescribe the rate at which a society shall cc•ntribute 
towards the educational fund of the Bombay State Co-operative 
Union; 

(33) define the co-operative purpose for which a ~oc:iety shall, 
under section 57, utilise its fund; 

.(34) prescri~n the mode of investment Oi fu:1ds of a society 
under section. 58 and the proportion of investment in any 
security or class of securities ; 

. (35) provide for the payment of contribution to any provident 
fund which may be established by a ~ociety for the benefit of 
:Officers and servants employed by them ard for the administra
.tion of such provident fund ; 

: (36) prescribe the procedure and conditio~1s for the exercise 
by a federal society of the powers conferred by .this Act and the 
~onditions on which the Registrar may direct ~ society to be 
affiliated to a federal society under sect:on 60 ; 

(J'i) provide for general meetings of the members, ~or the 
proci'dure at such meetings and the powers to be exerc1sed by 
such meetings ; 

(38) prescribe the circumstances in which and the methods 
by which delegatEs rriay ·be elected under section. 62 for the 

hb;;:pu:pos~ •,o! seetipns 63 and 64 the· manner of electmg delegates 
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for any of the purposes of this Act and _the manner in whic4 
delegates so elected shall vote ; 

(39) prescribe the conditions iri which a member of a society 
may be disqualified from voting ; 

( 40) provide for the appointment, suspension and removal of 
th<! members of the committee and other officers and for the. 
appointment of administrator under section 70 and prescribe 
pru<:edu;e at meetings of the committee and for the powers to 
be exercised and the duties to be performed by the committee, 
administrator and other officers; 

( -11) pr~scribe qualifications for members of the committee 
and employees of a society or class of societies and the conditions 
of service subject to which persons may be employed by 
societies ; . ·. 

{ 42) prescribe the conditions for deputation of and the powers 
to be exercised and duties to be performed by persons appomted 
under section 71 (2) ; 

(4~~) prescribe the returns to be submitted by a society to the 
Registrar and provide for the person by whom and the form in 
which such returns shall be submitted; · 

(1:4) provide for the person by whom and the form in v,.hich 
copies of documents and entries in boo~s of societies may be 
certified and the charges to b'e levied for the supply of copies 
thereof; 

( 45) provide for the procedure to be adopted by the Registrar 
in cases where the taking of possession of books, documents, 
securities, cash and other properties of a society or of a society 
the affairs of which have been ordered to be wound up by the 
Registrar or by a person entitled to the same is .resisted 
or obstructed; · 

( 46) provide for the procedure to be adopted for taking posses
sion of books, documents, securities, cash and other prope_rty of 
a society by a person acting under sections 74, 75, 80 and 81 in 
cases where misappropriation of funds, breach of trust or fraud 
has been committed or where it is suspected or apprehended 
that the books, documents, securities, cash and other properties 
are likely to be tampered with or destroyed or done away 
w~; . 

( 47) prescribe the accounts and books to be kept by a society 
or class of societies ; 

( 48) prescribe the procedure for conducting an audit, the 
matters on which the Auditor shall submit a report, the form 
in which the statement of accounts shall be prepared for his 
audit, the limits wtthi!l which the A11ditor may examine the 

L·A Qb 2437-16a 
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monetary transactions of a society, the form of audit memo
randum and report, and the charges, if any, to be paid by 
a society for audit ; 

(49) prescribe the procedure tor appomtment of Auditors 
under Section 75 ; 

(50) prescribe the form for rectification of defects discovered 
in the course of audit, inspection or enquiry ; 

(51) prescribe the procedure and principles for the conduct 
of enquiry under Section 80 and inspection under Section 81 ; 

(52) prescribe the procedure for appurtioning the cost of 
enquiry and inspection and for assessing damages against delin
quent promoters under Section 85 and for recovery- o'f cost and 

. damages; 
(53) prescribe the manner in which appointment shall be made 

and control exercised by, and the number of persons comprising, 
and. functions to be performed by, the <Plthority constituted 
under Section 86, the manner of election and nomination of 
such persons, the fee to be paid to. such authority and the 
manner of such payment, and the procedure for and the 
method of calculating any cost, charges or expenses required to 
be levied under this Act or the Rules ; 

(54) provide for appointment of Registrar's r1ominee or board 
of nominees, procedure to be followed in proceedings before the 
Registrar or his nominee or board of nominees and for fixing, 
and levying the expenses for determining the dispute and for 
enforcing the decisions or awards in such proceedings ; 
_ (55) prescribe the form in which a d!spute shall be referred 
. to the Registrar ; 
.. (56) provide for the issue and service of processes and for pro
ving of service thereof ; 

(57) provide for the investigation of claims and objections 
that may be preferred against any attachment effected by the 
Registrar; 
· (58) prescribe tlie procedure for and the method of recovery 
of any sums due under this Act or the Rules: 
· (59) prescribe the procedure to be followed for the custody 

. ot property attached under Section 91 ; 
(60) prescribe the procedure to be followed. in the execution 

of awards; 
(61) prescribe the manner in which any property shall be 

delivered to and the terms and conditions subject to which . , 
such property shall be held by a society under Section 97; 

(62) prescribe the procedure for attachment and sale of pro
perty· for the realisation of any security given by a person in 
the course of execution proceedings; 
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(63) prescribe the procedure and conditions for the exercise 
of the powers conferred under Section 101 and the procedure to 
be followed by a liquidator and provide fvr the disposal of 
surplus assets ; 

(64) prescribe the matters -in which an appeal shall lie from 
the order of a liquidator appo!nted under Section 99 ;· 

(65) prescribe the procedure for the withdrawal of orders to 
wind up a society ; 

(66) prescribe the particulars to be furnished by the persons 
applying for the registration of a society to which Chapter IX 
is applicable ; 

(67) prescribe the procedure for examining a scheme proposed 
by promoters of a society to which Chapter· IX is applicable; 

(68) prescribe the manner of determining the value of land 
of a member of a society to which Chapter IX is applicable; 

(69) prescribe the ·procedure and conditions for the issue, 
redemption, reissue, transfer, replacement or conversion of 
debentures, issued by a society to which Chapter X is applicable; .... 

(70) prescribe the maximum amount of principal, the rate 'of 
interest and other conditions for the guarantee of debentures 
issued by a society to which•.Chapter X is applicable; 

(71) prescribe the qualifications and methods of appointment 
of an officer to effect sale under Section 129 and the powers and 
functions which such an officer may exercise; 

(72) prescribe, in the case of sale of Immoveable property 
under Chapter X ; · 

(i) the procedure for proclamation and conduct of the sale 
and the conditions on which .an attempt of sale may be 
abandoned ; · 

(ii) the method of calculating the expenses incidental to 
the sale or attempted sale; 

(iii) the procedure for the receipt of deposit and disposal 
of the proceeds of sale ; 

( iv) the procedure for a resale if an attempted . sale is 
abandoned or the purchase money is not deposited within the 
prescribed time and penalty to be levied against the purchaser 
who fails so to deposit the purchase money;· 

( v) the form and method of disposal of money by 
a mortgage bank under Section 132 ; 

(vi) the form of sale certified under Section 133 ; 

(vii) the form of the notice to be served under Section 135; 
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(.viii) the fee payable for the service of s:1ch r;otices and the 
manner of serving such notices on, and of transmitting land
lords' fee to the landlord named in such notices ; and 

(ix) the procedure for the delivery by the Court of the 
property purchased to the purchaser under SEction 133 ; 

(73) prescribe the time within which and the procedure 
according to which property purchased by a mortgage bank at 
a sale of immoveable property under Chap~r X shall be dis
posed off by the bank ; 

(74) prescribe for the appointment of a receiver cf the produce 
and income of the mortgaged property for sale under 
Section 129, the conditions in which he may be appointed or 
removed, the powers and functions which he may e:\.ercise and 
the expenses of management and remuneration ":'.thich he may 
receive; · 

(75) prescribes the circumstances in which action may be 
taken by a mortgage bank against a · mortgagor under Section 
129(2)_; 

(76) prescrible the procedure to be followed in presenting and 
disposing of appeah ; 

(77) prescribe the qualifications of the rr.embers of the 
Tribunal; 

(78) prescribe in the case o'f appeals lying to the State Govern
ment the authority to which power of hearing appeals may be 
delegated; 

(79) prescribe the method of communicating or publishing any 
order, decision or award required to be communicated- or 
published under this Act or the Rules ; and 

(80) provide for all matters expressly r-:quirej or allowed 
by this Act to be prescribed by Rules. 

436. Formal provisions.-Section 72, 72A and 72B deal with saving 
of existing societies, construction of references to Co-operative 
Societies Act, 1912 in enactments, and validity o: transfer made 
under Section 59(2) of Bombay Act VII of 1925 while Section 73 
provides for repeal. The saving clause in respect of existing 
societies relates to societies registered under the Acts in force prior 
to the enactment of Act VII of 1925 whose repeal we have recom
mended. Since the new Act is to be extended to the component 
parts of the Bombay State, it is also necessary to bring societies in 
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Saurashtra, Kutch, Vidarbha and Marathwada registered under their 
respective Acts within the scope of this section. For· this purpi>se 
references to Bombay Co-operative Societie's Act, 1925, as adapted 
and applied to tile State of Saurashtra, the Bombay Co-operative 
Societies Act, 1925, read with the Kutch (Application of Laws) 
Order, 1949, the Co-operative Societies Act, 1912, as applied to 
by the Central Provinces and Berar and the Hyderabad Cooperative 
Societies Act, 1952, require to be construed as references to this Act. 
The necessary change is, therefore, recommended. Sub-section (2) of 
Section 59 of the Bombay Act of 1925 was deleted by an t ~:"lendment 
of the Section in 1935. · The amendment sought to validate certain 
trans·fers of lands under Szction 59(2) during the thirties. Since 22 
years arP over since the action was taken, this section has now 
become redundent and we recommend its deletion. We recommend 
that th~ existmg Section 72 and 72-A be renumbered as Sections 156 
and 157 and be read as under :-

SECTION !56-Savings of exist'ing societies.-(!) Every sodety 
now existing which has been registered under the Co-operative. 
Credit Societies Act, 1904 or under the Co-operative Societies Act; 
1912, or under the Bombay Co-operative Societies Act, 1Y25 or under 
the Bombay Co-operative Societies Act, 1925, as adapted and applied' 
to the State of Saurashtra, or the Bombay Co-operative Societies Act, 
1925, read with the Kutch (Application of L3:w:;) Order,'1949, or the' 
Co-operative Societies Act, ~12, as applied to Vidarbha, or the 
Hyderabad Co-operative Socfeties Act, 1952, shall be deemed to be 
registered under this Act and its bye-laws shall so far as the 
same are not inconsistent with the express provisions of this Act, 
continue in force until altered or rescinded. 

(2) All appointments, Rules and orders made, notifications· and 
notices issued and suits and other proceedings instituted, under 
the said Act shall, so far as may be, be deemed to have been 
respectively made, issued and instituted under this Act. 

Sr.cTION !57-Construction of references of Co-operative Societies 
Act_ in enac.tment.-All references to the Co-operative Societies 
Act, 1912, the Bombay Co-operative Societies Act, 1925, and to 
any other Co-operative Societi2s Kct applicable to the compon~nt 
parts of Bombay State prior to the reorganisation of the State, 
occurring in any Law and for the time being in force in any part 
of the State of Bombay, shall, in the application, to the said State, 
or part of State of any such enactment, be read and· construed 
as references to this Act and anything done or any proceeding 
commenced in pursuance of any such enactment on or after the date 
on which this Act shall have come into operation shall be deemed 
to have been done or to have been commenced and to have had 
effect as if the reference in such enactment to 'the Co-operative 
Societies Act, 1912, the Bombay Co-operative Societies Act, 1925, 
and such other Acts as had been in force prior to reorganisation _ 
of the State in the component parts of Bombay State had been 
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the reference to this Act and no such thing or proceeding shall be 
deemed to have been invalid on the ground that such enactment 
did not refer to this Act. 

Section 158-Repeal.-The enactments specified in the Schedule 
are hereby repealed in so far as they apply to Bombay State to 
the extent specified in the fourth column of the said Schedule. 

Year. 

1925 

1912 

1952 

SCHEDULE, 

Enactments repealed. 

(See Section 158.) 

No. Short title. Enactment of 
repeal. 

VII The Bombay Co-operative Societies Act, 1925, as The wholl'. 
amended up-to-date. 

II The Co-operative Societies Act, 1912, as applird to The wholl', 
Vidarbha. · 

XVI The Hyderabad Co-operative Societies Act, 1952 The whole. 

The Bombay Co-operative Societies Act, 1925, read The whole. 
with the Kutch (Application or Laws) Order, 1949. 

The Bombay Co-operative Societies Act, 1925, as The whole. 
adapted and applied to the State of Saurashtra. 
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CHAPTER XVII. 

CONCLUSION. 

437. We have come to the end of our inquiry. In Appendix "A" 
we have indicated the changes which we have recorr.mended to the 
Bombay Co-operative Societies Act, 1925. In respect of a few 
changes we are divided, but the decision by a majority have 
guided ·our. recommendations. Our proposals involv~ a l'adical 
revision of the Acts. We have, therefore, recommended that Bombay 
Act No. VII of 1925 and the corresponding Acts applicable to co
operative societies in the component parts of the Bombay State 
be replaced by the Bombay State Co-operative Societies Act, 1957. 
The new Act proposed by us w1ll have 158 sections as against 
73 sections in the present Act. The increase is to be explained by 
the addition of a chapter on land mortgage banks which has 
23 sections and the inclusion of 62 new sections designed to impart 
"new discipline" to the registration, privileges, responsibilities and 
working of societies, clarify the rights and obligations of members 
and codify the procedure for audit, inspection, inquiry, supervision 
and liquidation of societies and the settlement of disputes. We 
have also broadened the scope of the Chapter relating to offences 
and penalties and appeals a.nd revision. Although we have not 
made specific recommendatioh:s regarding the Rules to be prescribed, 
we· have indicated in the Report our approach and have favoured 
considerably expansion of the powers of the State Government to 
frame the Rules. We are confident that should the Government of 
BombJ.y be pleased to accept our recommendations in toto and prts
cribe the Rules by using fully the rule making powers indicated in 
Section, the Co-operative institutions in Bombay State can be 
assured of a legal structure which can, if administered efficiently, 
tone up .their working appreciably. For this purpose, it would, 
however, be necessary to bring the bye-laws of societies in line with 
the proposed Act and the Rules to be prescribed thereunder. As 
a beginning towards this effort, we would urge the revision of model 
bye-laws and leaflets on different types of societies published by 
the Co-operative Department so as to bring them in line with the 
new Act and the ne·w set of Rules. In this context, we beg- to point out 
that much of the material therein was prepared twenty-five years ago 
and many of the leaflets are not only out of date, but ·also out of 
print. 

438. Administrative problems are outside our terms cf reference 
and we have made no recommendation thereon. But their solution 
has an intimate bearing on the success of Co-operation. An import
ant pillar of the co-operative structure is the Registrar who has to 
serve as a . watch-dog of societies in different stages ranging from 
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cradle to grave. Audit, inspection, settlement of disputes and 
liquidation and other aspects of working have to he tackled 
efficiently and promptly. There "is a wide ·gap between the 
requirements and their fulfilment. We are not competent under 
our te1·ms of enquiry to examine the reasons for the present state 
of affairs but beg to point out that we are not quite happy with the 
trend and our anxiety is shared by co-operators throughout the 
State. The fact is that the resources in men and money for their 
employment placed by the State Government at" the disposal of the 
Registrar are not commensurate with his growing responsibilities, 
the expansion of the co-operative movement and the stake of 
public revenues. Under the Act proposed by us and the programme 
for economic development of the State with the aid of co-operatives
not to mention of the long-term objectives-the strain on the depart
ment is bound to be heavier and if timely care is not taken to 
absorb the strain, there is every danger of the co-operative law being 
held in ridicule and the effort to stimulate co-operation being 
frustrated. We therefore, hope that this aspect of the problem of 
imparting efficiency will be tackled while examming our recom
mendations on reforms in co-operative legislation so that no critie 
will have an opportunity in future to repeat the slogan, torn out of 

. its context from the report of the Rural Credit Survey Committee 
that Co-operation is a failure but it must succeed. 

439. Before we conclude, we wish to acknowledge with thanks 
the assistance received by us in the matter of conducting our 
enquiry. Co-operators from different parts of the State and the 
Registrar, Shri F. N. Rana, willingly came forward to acquaint us 
with. the problems arising from the operation of the Law and with 
the suggestions to tackle them. The Co-operative Department 
kindly placed at our dispos~l the vast mass of material it had 
collected prior to the appointment of the Committee. The Chairman 
and four members of the Committee, other than the Member
Secretary, desire to place on record their thanks to Shri C. K: Patel, 
Member-Secretary and the Joint Registrar, Co-operative Societies, 
who placed his experience of the administration of the Co-operative 
Law at our disposal and assisted us in formulating appropriate 
recommendations. The Committee also places on record the valuable 
services rendered by Shri I. I. Patel, Office Supermtendent and his 
staff, in the matt-2r of fixing the tour programme of the Committee 
and making arrangements incidental to the enquiry. 

We the members of the Committee, other than the Chairman, 
wish to place on record our high sense of gratitude to our Chairman, 
Shri G. M. Laud, for taking great pains in guiding the deliberations 
of the Committee and for the unfailing courtesy and kindness he 
has always extended to the members of the Committee. But for 
the great troubles taken by him, it would have been difficult for the 
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Committee to conclude its deliberations and to submit the report in 
a short time. 

Bombay, the 18th July 1957. 
(Signed) G. M. LAUD, 

(Signed) G. H. THAKORE, 
(Signed) C. K. PATEL, 
(Signed) R. V. KALIKAR, 
(Signed) M. P. NANDEDKAR, 
(Signed) MALDEVJI ODEDRA. 

Recommendation. 

The specific problems arising out of the adm~nistration of the law 
have been indicated in the context of the different sections-vide 
Appendix A. The recommendations, which are outside the terms of 
reference of the Committee but which are related to the efil.cient 
working of the Co-operative Movement and which arise out of our 
inquiry, are as follows :-

Recommendation 
No. 

Paragraph 
No. 

1 

2 

3 

4 

We particularly 1)N'ish to record that an efficient 
administration of the co-operative law is highly 
important for the healthy expansion of the 
co-operative movement and would urge the 
Government to examine this administrative 
problem against the background of the growth 
of the movement in this State. 

We have come to the conclusion that for the pro
per functioning of the land mortgage banks, 
a separate chapter is necessary. Some of the 
parts of the State already have this facility 
under the Acts presently applicable to them 
and we propose to extend it to Maharashtra 
and Gujerat where Tand mortgage l>anking has 
not been sufficiently well developed. 

We beg to point out thafthe revision o! the model 
bye-laws and the leaflets is also overdue· and 
suggest that all this work should be undertaken 
in collaboration with non-officials after the 
law is amended. 

We, therefore, recommend that no time period be 
provided for the application of the Act to any 
part of the· Bombay State and that the Act 
should be applied to the whole State simul
taneously. 

28 

35 

36 

37 



Recommendation 
No. 

252 

Paragraph 
No. 

5 It has been represented to us that as a result of 108 
the inclus~on of the words " firms and com
panies", other associations, such as society 
registered under the Societies' Registration Act 
and the Public Trust Act have been excluded 
from the privilege of being members of co
operatives. Those of us, who interpret the 
word " person " in terms of the Bombay 
General Clauses Act, feel that it would be 
better to use the word " person " than to men-
tion the type of persons and to differentiate 
between individuals and other persons, so 
that in the case or individuals, the qualifica-
tions regarding the age and of sound mind will 
be applicable. This does not arise in the case 
of an institution. We, however, suggest that 
this view-point be examined in the Legal 
Department. 

6 The procedure for the admission of joint Hindu 109 
family as a member may suitably be laid 
down by the Registrar .for the guidance of 
the societies, though it may not form part of 
the Rules. 

7 Representat:ons ha,•e been made that the scope 158 
of this section shoula be extended to other 
classes of instruments which a society has at 
present to register under the Indian Registra-
tion Act, 1908, in the absence of exemption. 
This is a point falling outside our terms of 
reference and is a matter for being repre
sented to the Government for its consideration. 

8 Section 33 of the Bombay Act dealing with this ~59 
subject has a provision enabling the Central 
Government ·and the State Government to 
exempt societies from certain taxation. 
Clause (1) of the section has been derived from 
the Government of India Act of 1912 and 
dobubts have been expressed by certain witnes-
ses regarding the competence of a State Act to 
incorporate this provision. We suggest that 
this view-point should be examined by the 
Government further. · 



Recommendation 
No. 

253 

Paragraph 
No. 

9 We do not want to anticipate the Government's 159 
policy in regard to further exemptions nor do 
we recommend exemption from any specific 
taxation since these are matters outside our 
terms of reference, but we feel that the sec;tion 
should not be restrictive and a general clause 
enabling the Government to give further 
concessions in regard to the taxation should 
be inserted. 

10 In Bombay State the system of converting the 183 
outstandings arising from the failure of crop 
into a medium term loan an~ granting fresh 
finance for the next crop has been in operation. 
We opine that such a rational system can be 
developed only if the charge is made continuous. 
The proposal tends to gravitate around fixed 
property but the po~ition corresponds to 
machinery which, when fixed to the ground, 
is considered as immovable property, but is 
otherwise mo\•able property. The legal impli
cations of the suggestions made may be 
examined further. 

11 In certain societies, the honorarium itself is 195 
treated as a part of the expenditur~ and 
is not subjected to the approval of the general 
body, which remains in the dark about the 
quantum of expenditure the society has 
incurred on the services of its own members. 
We feel that this aspect of the working of 
the co-operative societies may have to be 
inqu:red into by the Registrar. 

12 We, therefore, opine that the power of veto !'.52 
should not be vested in the Government 
nominees and should be exercised either by 
the State Government or by the Registrar. 
This is again a matter, which should, i:-. our 
opmwn, be decided by Government . in 
consultation with the representative co-opera-
tive opinion and need not be provided for in 
the Act itself. 

13 In extraordinary circumstances, however, 256 
immediate action is necessary, even by doing 
away with the procedure, in order to prevent 
a Committee from frittering away the assets 
of the Society. A view has been expressed that 



Recommendation 
No.-

254 

Paragraph 
No. 

such a prov1s10n shall be ultra vires the - 256 
Constitution and we urge the Government to 
examine the legal aspect of this pa:t1;icular 
provision which is in the Rules and which 
we consider absolutely essential for serving the. 
objectives. of such a drastic step .. 

14 In the case of Shop Act, however, certain basic 267 
difficulties are experienced by societies ........... . 
. . . . . . . . . . . . . . . . . . Since the operatio1~ of the 
Act has proved restrictive to the growth of 
Co-operation, we urge the Government to exa
mine the problem. The subject matter falls 
outside our terms of reference and, therefore, 
we are unable to make any recommendation 
on the Shop Act. 

15 We, therefore, urge the Government to assess the 335 
adequacy of the existing machinery for 
recovering money through the Collectorates 
and strengthen it, so that the distinction 
between Recovery Officers and Special Reco-
very Officers can disappear and all societies, 
irrespective of their size or the number of 
awards they send for execution, can take 
advantage of this section. 

16 · Although this aspect is not within our purview, 344 
we wonCier whether the time has not come for 
exploring the possibility of appointing official 
liquidators under the control of Registrar. 

17 It may also be possible to appoint federal 344 
societies as joint liquidators. We are empha-
tic that no individual from amongst the non-

. officials should be appointed. 

18 The fact is that the resources in men and money 437 
for their employment placed by the State 
Government at the disposal of the Registrar 
are not commensurate with his growing respon
-sibilities, the expansion of the Co-operative 
Movement and the stake of public revenues. 
Under the Act proposed by us and the pro
gramme for economic; development of the 



Recommendation 
No. 

255 

State with the aid of co-operatives- not to 
mention of the lpng-term objecth'es--the 
strain on the department is bound to be heavier 
and if timely care is not taken to absorb the 
strain, there is every danger of the co-opera
tive law being held in ridicule and the effort 
to stimulate Co-operation being· frustrated. 
We, therefore, hope that this aspect of the 
problem of imparting efficiency will be 1ackled 
while examining our recommendations on re
forms in co-operative legislation.. 

Paragraph 
No. 



11: 
0 

ACCO~IPAKIMENT (Al. 

Sta1ement indicatin_q cltanges i.l tM Bombay Co-operative Socwt_ies Act,_ Bombay Act VII of 192.5. 
Ji. 

..0 
~ ----~1-T.,-.-.-.~--------~~----------------------------------~-------------------------------------------------------------
~ Heading and 'Heading a~4 f Soria~ •. Section No. in thll.. ., :Section of the A,ct. 
.!:i No. • 1 ; ' • Act in' force. ' as' recomtneoded 

by the Committee. 

1 2 3 

1 Preamble ••• Preamble 

. Ful~ .tex~ of the Section in column: No. 3. 

4· 

Whereas it is expediwt further to facilitate the for
mation, organiaation, working and regulation of 
Co-operative Societies for the promotion of thrift, 
selfhelp and mutual aid amongst agriculturists 
and other persons with common interest and for 

Chango; 

5 

Substitute "the form!'otion, organisation, 
working and regulation" for "the 
formation and . working" in the first 
Jine of the Preamble. 

that purpose, to provide effective State aid and Substitute "common interests" for 
partnership, wherever necessary, so as to create ~·common economic needs" in the 
conditions to bring about better living, better thir.d line. Add thereafter "and fw.-
business, better methods of production, processing , tha,t, purpose to provide effective State 
and disposal and to promote the Indian economy· aid and pa.rtnership wherever necessary'' 
and to provide for machinery to help realise such Insert , .•• to create conditons" between 
objectives, and whereas for this purpose, it is ex- :; . "so as •:.and "tt!l bring abou~ ",in :the 
pedient to consolidate and amend the law relating third line. 
to co-operative societies in the State of Bombay Add "ProceBBing, and disposal and to 

. ..including .that in force in the oomponent p&I'te of. - ·--promote· the ·Indian· economy and ·to 
Kutch, Saurashtra, Vidarbha and Marathwada and provide for machinery to help realise 
whereas the previous. .sanction of the President as such objectives ~and whereas" between 
required under the Article 246 of the Constitution "production" and "and" in the fourth 
of India has been obtained for passing of the Act, line. 
it is hereby enacted as follows:- Add "it is expedient" between "that 

purpose" and .. '.~ to consolidate" in the 
fourth and the fifth lines. 



Serial 
Heading and 

Section No. in the 
No. Act in force. 

1 2 

2 (1) Short title 

. (2) Extent 

Heading and 
Section of the Act 
as recommended 

by the Committee, 

3 

Full text of the Section in column No.3. 

4 

CHAPTER I. 

l'RELili:INABY 

Change. 

6 

Substitute " State of Bombay including 
that in force in the component parts of 
Kutch, Saurashtra, Vida.rbha and Ma.rath
wada. and whereas the previous sanction 
of the President as required under the 
Article 246 of the Constitution of India 
has been obtained for passing of the Act, 
it is hereby enacted as follows" ; for 
"Presidency of Bombay ; and whereas 
the previous sanction of the Governor
General required by sub section (3) of 
section 80-A of the Government of India 
Act has been obtained for the passing of 
this Act ; It is hereby enacted as 
follows " o ·curing in the last four lines 
of the Preamble. 

1. Short title, ex- (1) This Act may be called the Bombay State Co- Add sub-section 3, to provide for the Act of 
tent and com- operative Societies Act, 1957. commencement. 
mencement. · 

(2) It extends to the whole of the State of Bombay. Substitute "State of Bombay" for 
"Presidency of Bombay" wherever 

(3) It shall come into force on such date as the State 
Government may by notification in the Official 
Gazette appoint. 

oocuring. 



3 Definitions ••• 2. Definitions In this Act, unleBB there is anything repugnant in 
the subject or context-

(1) "Arbitr~>tor" means a person appointed 
under thi~ Act to decide disputes referred to him 
by the Registrar ancl in,ludes the Registrar's 
nominee or Board of nominees ; 

(2) •• Auditor" mt-ans a person appointed by the 
Registrar to audit the accounts uf a society 
and includes a person appointed by the society 
in the general meeting and a fu1l time oftlcer 
appointed by the Committee to audit the 
accol'nts as a local or internal auditor, as the 

: case may be ; ·:; 
(3) "Bonu~" means cHvidend paid to a member 

or non-member out of profits of a society on the 
ba•is of his contribution to the business of the 

. society and in.Jmdes dividend and patronage 
·, dividend pro-idEd itisrelated to the share in the 

business of the society; 
( 4) " By-laws '' means by-laws registered under 

thiR Act and for the time being in 'force and 
includes a registered amendment of such-

lby•laws; . :' ' · ·. 
(5) "Central Bank" means a co-operative Bank, 

the objeotR of which incmde the cPea.tion of 
funds to be loaned to other Pocieties and in
cludEs a banking tmion, JJistriC't Co~operative 
Bank, State Co-op£-rative Bank and Industrial 
Co-operative Bank ; 

(6) "Co-operative Bank" means a society re
gi~tercfl under thiE Act and doing the business 
of banking as defined in clause (b/ of Section 5 
of the Banking Companies Act; 19"'!1 ; 

Add 16 new definitions as mentioned in 
column No. 4 and respectively numbered 
as serial nos. I, 2, 3, 5, 6, 9, 10, 11, 16, 18, 
20, 21, 22, 23, 26 and 29. 

Regroup the definitions in the alphabetical 
order. 

Delete definition of "General Society". 



----------------------------------------------------------------------------------------------------~--·~ 
Heading and 

Serial Section No. in the 
No. Act in force. 

1 2 

Heading and 
Section of the Act 
as recommended 

by the Committee, 

3 

' Full text of the Section in column No; 3. 

(7) "Committee" means the rom.nittee oi 
management or other directing body to which 

1 
management of the affairs of a society is 
entrusted; · 

(8) "Company" means a company as defined 
'in section 3 ofthe Companies Act, 1956, and 
includes a bank,ing company~ 

(9) "Dividend" ml'ans the interest paid to a 
·member on the shares h~>ld by hi •J in the share 
'capital of a society out of its profits and in
cludes bonus provided it is paid on share 
capital; · 

~10)' ,·,Society with limited liability" means 
a society having the liability of its members 
limited by its by-laws to the amount, if any, 
unpaid on the shares respectively held by thtm 
or to such amount as they may, respectively, 
undertake to contribute to the a~sets of the 
society in the event of its being wound up ; 

(ll) "Society with unlimited liability" means 
a society having, subj.,ct to its by-laws, an un
limited liability of its members to contribute 
jointly and severally to any deficiency in thf 
assets of the society; 

Change. 

Substitute "Section 3 of the Companies 
Act, 1956" for "clause (2) of bUb· 
section 11) of Section 2 of the Indian 
Companies Act, 1913" occurring 
sub-sectir.n (bZ) in Section 3. 



( 12) "Consumers Socit'ty " means a society 
formed with the object of obtaining and/or 
producing and processing and distributing goods 
to or performing other services for its members, 
as well as for other c••stomers and dividing 
among its members and customt'rs in a pr<'por
tion pre8cribed by the rules or by the by-laws 
of such society, the profits accruing from such 
supply, production, processing and distribution; 

(13) "Farming Society" means a society fon:ned 
with the object of promoting dE~velopment of 
land and better methods of cultivation and 
includes & better farming society, co-operative 
farming society, collective farming society, 
joint farming society,lift irrigation society and 
a crop protection society ; · 

(14) "Federal Society" means a society not less 
than four-fifths of the n.embers of ·which are 
societies ; 

Insert the words "and/or producing and 
processing" between the words; 
"obtaining " and " and distributing". 

Insert the word "other" between the 
words "performing " and " servireR ". 

Substitute the words" for other customers,. 
for the words "to other consumers". 

Insert the word.ll "production, 
proccs~ir g " between the words. 
"supply" and" and distribution". 

Substitute the portion." and includes a 
better farming society, co-operative 
farming society, collective farming 
society, joint farming society, lift irriga.~ 
tion society and a crop protection 
society", for the portion" by means of 
improved seed, manure,irrigation, bund
ing, tractor ploughing, gully plugging 
and soil conservation". 

Delete Explanation. 
Substitute the words "four-fifths" for tha 

words '' three-fourths'' 

(15) "Housing Society" means a. society formed : Substitute words "residential a.ecommo-
with the object of providing its members with dation" for the words, "dwelling houses 
residential accommodation ; on conditions to be deten:nined by its. 

'By-laws". 
(16) "Marketing Society" means a Society three

fourths members of which are agriculturists and 
their societies, and is formed with the object of 
marketing agricultural produce and selling 
requisites. for agricultural production ; . 

(l7) "Prodttcers' Society" means a. society 
formed with the object of producing and dispos
ing of goods as a collective property o( its 
Diem bers and. includes a society formed with the 
object of the collective disposal of the laliow.of 
the mem hers of such society ; 



Hesdingand Heading and 
Serial Section No. in the Section of the Act 
No. Act in force. as recommended 

by the Committee. 

1 2 3 

Full text of the Section in column No. 3. 

4: 

( 18) "Processing Society "means a society formed 
with the object of producing goods by mechani
cal or hand process and includes an industrial 
society and a society for the processing of agricul
tural commodities; 

(19) "Resource Society" means a society formed 
with the object of obtaining for its mem hers the 
credit, goodR or serviees required by them ; 

(20) "Dispute" means any matter capable of 
being the subject of civillitigation and includes 
a elaim in respec1 of any sum payable to or by a 
sooiety whether such claim be admitted or not; 

(21) ''Firm ''meanR a firm registered under section 
59 oflndian Partnf:'rship Act, Hl32 ; 

(22) "Land 1\:[ortgnge Bank" means a society, 
the objects of which indude>J the creation of 
funds to be loaned to mem hers for a long 
period upon mortgage of their immovable 
property; 

(23) "Liquidator" meanR a person appointed by 
the Registrar under the Act to wind up the 
affairs of a society and includes provisional 
liquidator and joint liquidator ; 

Change. 

5 

(24) " Member " means a person as defined in Substitute the word " means " for the word 
section 3(35) of the Bombay General Clauses "includes" 



Act, 1904, joining in the application for the 
re~tistration of a 110ciety and/or a person 
admitted to mombership after registration in 
accordance with this Aot, the Rules and the 
by-laws applicable to such socioty and 
includes the Government when it subscribes to 
the share capital of a society ; 

IDJIOrt the words " as d., fined in Sec
tion 3 (3'i) of the Bombay General 
Cla.uses Act, 1904 " between the word• 
"a person" and "joining". 

Insert" /or " between the words "JIOCiety 
and " and " a person ". 

Delete the word "or " appearing between 
the words "this Aot " and "the rules" 
in the third line. 

(25) " Officer" means & per110n elected or 
appointed by a society according to its by-laws 
to any office of such society and includes 
a Chairman, Vi~Chainnan, Pr011idont, Vice
PrO!Iident, Manil'ging Director, Manager, 
Secretary, Treasurer, Member of the Com
mittee and any other person elected or 
appointed under this Act, the rules or the by
laws to give directions in regard to the busine88 
of such society, and also includes Auditor in 
matters relating to his duties as an Auditor ; 

(26) "Prescribed" means prescribed by the. 
Rules; 

(27) " Registrar" means a person appointed to 
perform the duties of a RegiKtrar of Co-operative 
Societies under this Act and includes an Addi
tional,Joint,a Deputy or an A88istant Registrar ; 

(28) " Rules" means rules made under this Act ; 

(29) "Working Capital" means funds at the 
disposal of society inclusive of paid up share 
capital, funds built out of profit& and money 
raised by borrowing and by other mea.ns ; 

Add the words "and includes the Govern
ment when it subscribes to share capital 
of a society " at the end and shift the 
semi-colon (;) thereat. 

Substitute the definition of the term 
" Officer " as shown in Column No. 4r 
for the existing definition. 

Add "and includes an Additional, Joint, 
& Deputy or an Assistant Registrar " 
at the end of sub-section(/) of section 3 
and shift the semi-colon (;) to the end 
of the sub-section. 

------~, .... --------~~--------·----------------------------------------------------------------------------------



Serial 
Heading and · Heading and 

Section No. in the Section of the Act 
No. Act in force, as recommended 

by the Committee, 

1 2 3 

4. 4. Registrar ... 3. Registrar 

Full text of the Section in column No.3. 

4 

(30) " Society~: means a co-operative; society 
· regiljtered cir deemed to be registered under 

this Act; 

Change. 

5 

(31) "Tribunal" means the Bombay State Co-: Insert the word" State" between the word 
operative Tribunal constituted under this Act. . "the Bombay " and " Co-operative 

Tribunal". 

CHAPTERii. 

REGISTRATION, 

The State Government may appoint a person to be 
a Registrar of the Co-operative Societies for 
the State and may appoint a person or persons to 
assist such Registrar, and may, by general or 
special order, confer on any such person or persons 
all or any of the powers of the Registrar under the 
Act., The person or persons so appointed to 
a' sist the Registrar and empowered to exercise 
any of his powers shall work under the general 
guidance, superintendence and control of the 
Re~istrar. 

Note.-In regard to Registrar's obliga
tion to classify societies appearing in 
the concluding portion of Section 3, vide 
Section 12 of the Act. 

pelete the words "or any portion of it •4. 
oocuring between the words " State" 
and" and". . . 

Add the following sentence at the end. 

" The person or persons so appointed to. 
assist the Registrar and empowered to 

exercise any of his powers shall work 
under the general guidance, superinten"' 

dence .and control of the Registrar. 



5. 5. Societies which 
·may be registered. 

4. Societies "1\·hich 
may be registered 

A society "·hi!'h has as its oLjects the promotion of 
economic interests and/or g!'neral welfare of its 
members in accord•mce with co-operative princi
ples or a. society eRtahliehed with "the object. of 
facilitating the operations of such a society may 
be registered under this Act : 

Provided that no society shall be registered if in the 
opinion oft he Registrar it is economically unsound 
or it may have an adverse effect upon any other 
society or it is opposed to, or its working is likely 
to be in contravention of the public policy. 

Add the word•" p:enoral welf11re ", betwee:l 
the words " interests" and '• of" 

Add proviso as mentioned under section 
3, column.4. 

Delete proviso I and 2 in section 5, Column· 
3 vide text of the Act. 

6. 5. Registr a t i o n 
with limited or 
unlimited liabi
lity or without 
liability. 

A co-operative society may be registered with limited New. 
or unlimited or without any liability. 

7. Conditions 
Registration. 

of 6. Conditions 
Registration. 

Provided that-

( I) Unless the State Government by a. general 
or special order otherwise directs the liability 
of 1t society of which a. member is a society shall 
be limited; 

(2) No society shall be registered without a. 
liability unless its object is not to do any busi~ 
.ness for profit and its by-laws provide for no 
payment of a. dividend to its members. 

of (1) No society other than· a. federalsociety, shall be 
registered under this Act unless it consists of at 
least I 0 persons, who are qualified to be the 
members under Section 22 and who reside in the 
area of operation of the society. 

Sub-section 1.-Add the· word "federaf• 
between the word11" than "and" soc'ety' 
in the first line. Delete the words " of 
which a member is a. society, Company 
or Firm." 

Substitute "unless it· consists of" for 
"which does not consist". 



Heading and Heading and 
Serial Section No. in the Section of the Act 
No. Act in force. as recommended 

by the Committee. 

1 ! 3 

8 8. Power of Registrar to 
dl'oide certain questions. 

Full text of the Section in column No. 3. 

4 

(2) No Society with unlimited liability shall be 
registered unless all persons forming the society 
reside in the same town or village or in the same 
group of villages, 

(3) No federal society, shall be registered unless 
it has at least 5 societies as members. 

(4) Nothing in the Bombay State Co-operative 
Societies Act, 1957, shall be deemed to affect the 
registration of any society made before the said 
Act comes into force. 

(5) The word "limited" or "unlimited" shall be 
· the last word in the name of every society with 

limited or unlimited liability, as the case may be, 
registered under this Act. 

Change. 

5 

Substitute "Section 22" for "Section 
6-A ". 

Substitute the words "and who resides 
in the area of operation of the Society", 
for the words "and, where the object 
of the society is the creation of funds 
to be lent to its members unless all 
persons forming the Society-". 

Delete "sub-section (I) (a) and (h)". 

Substitute "Sub-section (5) as in column 4 
for sub-section (2) ". 

Add "sub-sections (2) and (3) " to section 
4 as in column 4. 

Substitute "nothing under the Bombay 
State Co-operative Societies Act, 1957" 
for "nothing in the Born bay Co-operative 
Societies Act (Amendment) Act, 1952" 
occuring in sub-section (3) of section 7 • 
Column 2 and read it as under sub
section (4) of Section 6 under Column 4. 

Vide Section 9. 



9 Application 
registration. 

for 8. Application for 
registration. 

(1) For purpo~es ofregistration, the application to 
register a society shall be mr de to the Registrar 

in the prescribed form and shall be accompanied 
by four copies of the proposed by-laws of the 
soci ty. Th p rs'Jn by wnom oro 1 whoa· beh \If 
such appli.cation is made, shall furnish such infor
mation in regard to the society, as the Registrar 
may require. 

(2) The application shall be signed-

( a) In the case of a. society other than federal 
society, by at least 10 persons qualified in 
accordance, with the requirements of section 
21 and. 

(b) in the case of a federal society by at least 
five societies. No signature to the application 
will be valid on 1iehalf of a society or a com
pany, unless a member of the committee of such 
a society or company, is authorised by such 
committee by a resolution to sign the applica
tion for registration of the society and its by
laws on its behalf and a copy of such resolu
tion is appended to the application. In the 
case of a firm subscribing to the application, 
no application shall be valid unless it is signed 
by one of the partners of such a firm. . 

(3) The Registrar may register a society provision
ally, pending the approval of the by-laws as 
amended by the Registrar and compliance with 
such conditions as may be laid down by the Regis
trar in regard to the registration, in the first 
general meeting. The provisional registration 
would not, however, entitle the society to tran
sact any business other than that necessary for 
enabling the society to comply with the condi
tions ofregistration, which the Registrar may 
prescribe. 

Sub-section (J).-Add the words" in the 
pre~cribl'd form and shall be accompa· 
nied by four cop'es of the proposed by
laws of the society. The person by 
whom or o·l w 1,os b ·half such npplica
tion is m·1de, shall furnish such informa· 
tion in regarri to the society, as the 
Registrar may require". 

Substitute" sub-section ( 2)" for" sub-sec
tions(?) and (31 of section 9 ". 

Add sub-section (3) rcg~rding provisional 
registration under section 8, column 4. 



Serial 
No. 

1 

Heading and 
Section No. in the 

Act in force. 

2 

Heading and 
Section of the Act 
as recommended 

by the Committee. 

3 

10 8. Power of Registrar 9. Power of Regis-
to decide certain trar to dl'cide 
questtons. certain questions. 

Jl 10. Registration ... 10. Registration ;oo 

Full text of the Section in column No.3. Change. 

4 5 

When any question arises for the purpose of forma• 
' tion, or registration, ot' contim:.ancE' of a society, 

the question shall be decided by the Registrar 
and the Reg'strar's decision on the question as to 
whether a person is an agriculturist or a non· 
agriculturist, or whether any person resides· in 
the same area of operation or not, shall be final. 

Delete-

( i) "whether" ~n the first line. 
(ii) "or the admission of a person as a 

member of a society under this Act" 
in the second and third lines. 

(iii) "or whether any person is a resi· 
dent in a town or v llage or group of 
villages or whether two or more 
villages shall be considered to form a. 
group, or whether any p~rt:cular 
person belong· to any particular tribe, 
class, or occupation". 

If the Registrar is satisfied that a society has 
complied with the provisions of this Act and the 
rules, that its propo~ed by-laws are not 
contrary to this Act and the ruh s and to the co
operative principks and the objectivlS of the 
Constitt tion of India, and that in his opinion, 
the soeiety has complied wita the requirements cf 
sound business, he may register the society 

Add the words "or whether any person 
resides in the same area of operation or 
not" after the words" or a. non-agricul-
turists" • 

Insert the word "whether 1 ' between the 
words "a. society " and "a. person 11 in 
the second and third lines. 

Re-draft the section as shown under 
column 4 for appropriate reading. · 

Delete the word" and" appearing between 
the words "the rules" and "that its 11 

• 

in the second line. 
Substitute the word "and" for the word 

"or" in the third line. 
Insert the portion, "and to the Co-opera-· 

tive principles and the objectives of the 
Constitution of India, and that in his · 



12 

13 

and its bv-laws with such moclifications as he 
m h!ht con;id .. r ne<'l's~ary. 

(2) \\'here tho R ·gistrar rl'fuRes to rrgiAtcr a 
soci..ty or its by-laVIS undast•rtion 10, ht· ~hall 
communirate to the firRtsignatory to the applira-
tion his reasons for doing so. · 

opinion the socil'tv bas complied with 
the requirl'ml'nts ·of sound business," 
b!'tween the words "the rules" and 
"be mry ",in the last line. 

Add the words, "with such modifications 
as be might consider necessary" at the 
end of this 'ection. 

Add "sub-section ( 2)" as in Column 4 • 

11. Evidence 
rcgi~<tration. 

of I I. Registration (1) Wht>re a co-operative society is rl'gi~tcrcd 
1 nd«•r this Act, the RcgiFtrar Fhall hsue the 
certificatl' of rcgi~<tration 1ig11cd by him ard the 
said certificate sba1l be a conclu~ive cvicll'n«·e 
that the so<:;ety therein ll'cntior ed bas b« en 

. Su bsti tutc 'Re!Zistra tion certificate" for 
"evidence of registration" in the 
her. ding of the • ection. 

Section 3. In so 
far as it rPlates 
to--· -Regis tra;r•s 
obligation to 
classify the socie
ties. 

certificatt>. 

·duly registered unle~s it is prov£d that the 
ri'!ZiHtration of society has b•en subFe.qutntly 
cancelled, or that the first general rrcet1rg bas 
not adopted the by-laVIB approved by the 
Registrar with moilifi"ations if any. . 

(2) No society shall commence any business unlc~s 
it ha~ obtained a certificate •Jfrcgistration uncler 
s~b-section (I) and every member ofsucb ~<o·icty 
carrying on such busin£;ss in contravention of 
this sub-section shall be personally liable for all 
liabilities incurrEd in ncb busin£ss. 

Delete the words "of registration signed 
by the Regi~trar" in the first line. 
Delete artide 'A' and insert "where 
a co-operative society is registered under 
this Act, the Registrar, sholl issue the 
certificate of Registration signed by 
him and the said'' at the commence· 
ment of the f ection. 

Add at the end of the sub-section (1) 
"or that the first general meeting has 
not adopted the by-laws ,approved by 
the Registrar with modifications, 
if any". 

Add "sub-section ( 2)" as in Column 4. 

Add "subsequently" between "been" 
and "cancelled" in the 7th line of the 
section. 

12. Classificati-.n ' (I) The Rcgi~trar shall classify a.U societies under Arrangements of sub-section revised. 
nf snciAtiPs. one or the other head and his decision shall be No cbal)ge in substan!le, 

final;· 

Provided that a society formed with the object of 
facilitating the operations of any one of the 
classes of Mr ieties shall be claEsifitd. as a. ,society 
of.tha.t class. 



Serial 
No. 

1 

14. 

Reading and 
Section No. in the 

Act in force. 

2 

Heading and 
8ection of the Act 

as recommended 
by the Committee. 

3 

16. Amendment of 13. Amendment of 
the by-laws of a the by-laws of a 
society. socLty. 

Full text of the Section in column No.3. 

4 

(2) The Registrar for reasons to be recorded in 
writing may alter the clas~ification of any society 
from one head to another head or one sub-head 
to another sub-head. 

(3) A list of all such societies, so classified, shall be 
published trienally in Fuch manner as the State 
Government may from time to time direct. 

(I) No amendment of the by-laws of a. soc•iety 
shall be vali~ until registered under this Act for 
which purpo~e a copy of the amendment passed 
at a G.meral M Jeting of the society in the manner 
prescriber' shall be forwarded to the Registrar. 

(2) If the Registrar is satisfied that the propo~ed 
amendment is not contrary to this Act or to 
the rules or to co-operative principles and iR not 
inconsistent with objectivts of the Constitution 
of India, he shall, unless he refuses to register 
the amendments for reasons to be re<'orced in 
writing, register the amendments with or v.ithout 
any modifications on his own motion. 

(3) When the Registrar registers an an:endment 
of the by-laws of a society, he shall issue to the 
society a copy of the amendment certifitd by 
him, which Bhall be conclu~ive evidence that the 
same is duly registered and communicatts to the 
society the da.te from which the amendment 
shall be effective. 

(4) Where tho Registrar refuses to regiFter an 
amendment of tho by-laws of a society, be shall 
communicate tho order of refu~al, together with 
the reasons therefor, to the society. 

Change. 

5 

Delete the words "approved by the 
resolution of a general meeting and" 
appearing in the first and second lines. 
Thereafter re-draft thi.s sub-section as 
l!hown in Column 4. 
Redraft "sub-section (2)" as shown 
under Column 4. 

Add the words" and communicate to the 
· society the date from which the amend· 

ment shall be effective" at the end. 

Add "sub-section 4" as shown in 
Column 4. 



15 

16 

17 

H. Power to direct (1) If it appears to the Registrar that an amerdment 
arnPndments of oftho by-laws ofasocit-tyis neceRsary or desire· 
by-laws. able in the interest of such a society, herr ay C'all 

upon the society in the manner prescrib<d to 
makn tho amendment within such time as he may 
Speeify. 

(2) If the society fails to make the amendment 
within the time specified, the Registrar may, 
after giving tlie soci< ty an opportunity of btir.g 
he11.rd and after consulting and with concurrence 
of the Pr<sident of the Bombay State Co· 
operative Union, register such atr.endment and 
issue to the society a copy of such amendment 
certifi,d by him. 8uch amendment shall there
upon be binding on the society and its members. 

U. Change of 15. Change of (I) A society may, by a resolution of a general 
meeting and '1'1 ith the approval of the Registrar, 
change its na.re, but such change Phall not affect 
any right or obligation of the society, or of any 
of it~ members, or ·past members, or deceased 
members and any bgal proceedings pending 
may be .·ontinued by or against the society under 
its ntw name. 

Insert the words "or deceased members " 
between the words "past members " 
and "and". 

name : its effect. name. 

16·A. Change of 16. Change 
liability of society liability of 
from· limited to society from 
unlimited or from limited to 
unlimited to limited or 
limited. ver~a. 

of 
a 
a 

un-
flicfl 

(2) Where a society changes its name, the Registrar 
shall, enter the new name in its place In the 
register of co-operative societies and ~hall amend 
the certificate of registration accordingly. 

Add "sub-section (2)" as in Column 4. 

(I) A society may, subject to the provisions of -Sub~titute "Section 13" for" Section 16" 
section 1~ by an amendment of its by-la'I'IS in Sub-section (1). 
change its liability fro limited to unlimited cr 
unlimited to lin ited. 

(2) No such amendments ~<hall be registered by the 
Registrar ttnless he is satiEfied,-
(i) that a fifteen days' notice has been given 

t> every member of a society and to any 
p3rson or C'lass of persor,s whose interest 
'1'1 ill, in the opinion of the Registrar, be 
affected 'by the alteration, and 

Substitute the words "fifteen days, " 
for the word "Sufficient" in the first 
line of sub-section 2 (i) ". 

--------- -------------·------



lerial 
No. 

1 

18. 

Heading and 
s~ction No. in the 

Act in forre. 

2 

15 and 15-A. Amalga
mation or transfer 
of societies and 
Division or conver
sion of societies. 

Heading and 
Section of the Act 

as recommended 
by the Committee. 

3 

Full text of the Secti.oh in column No. a. 

\ii) that with respect to every such member or 
person who, in the opinion of the Registrar 
is entitled to object- ' 

Change. 

5 

. (a) either his assent bas been obtained to 'the • 
change or is deemed to have been obtained 
by virtue of his failure to object within 
fifteen day!!, from the date of the notice: 

Add the words "or is deemed to have 
been obtained by v~rtue of his failure 
to object within fifteen days from the 
date of the notice" at the end of sub
clause (ii) (a) of sub-section 2 and 
shift the coma(,) to the end. 

(b) or if he sign,ifies his objection, . . 
(i) he is allowed to withdraw his share if he 

is a member, or 
(ii) that his debt or claim has been discharged 

or has been determined or has been secured 
to the satisfaction of the Registrar within 
three months from the date of receipt of 
.the objection if he is a creditor. 

Provided that the Registrar may, in the case of 
any person or class of persons for special reasons 
dispense with the notice required by this sub
section. 

Section 17. Amal· (1) A society may, with the plior approval of 
gamation, trans- the Registrar, by a resolution passed by two-
fer, division or thirds majority of the members present and voting 
conversion of at a special general meeting, held for the purpose, 
societies. decide -

· (a) to amalgamate with another society, or 

(b) to transfer its assets and liabilities in whole 
' or in part to any other society, or ' 

Insert the word" been" between the words 
. ·"has" and "determined •• in the first 

line of sul>-clause (b) (ii} in sub-sec
tion·(Z). 

Substitute the words "date of receipt 
of the objection, if he is a cred;tor" 
for the words "the date of the notice" 
in sub-clause (b) (ii) in sub-section (2). 

Sect;on 15 and 15-A have been combined 
into one by prescribing a common 
procedure which was noticeable in the 
two sections. 

Amalgamation or division is permitted at 
present under the 2 Sections "with the 
approval of the Reg·st.rar ". It' was 
difficult to deter1 ine whether the 
intention of legislature is to provide for 



(c) to divide itself into two or more societies, 
or 

(d) to convert itself into a class of society; the 
object of which is materially different from 
that under which it has been classified under 
the Act: 

Provided that when such amalgamation or transfer 
of assets and liabilities or division or con
version involves a transfer of liabilities of a society 
to any other society, no order on the resolution 
shall be passed, by the Registrar u. less he is 
satisfied that-
( a) a society, after passing such resolution, has 

given notice thereof in writing to all its 
members, creditors and. such other persons 
whose interest(. are likely to be affected, 
giving them the option, to be exercised within 
a month from the date of the issue of such 
notice, of becoming a member of any of the 
new societies or continuing their membership 
in converted or amalgamated society, or 
demanding the payment of their share or 
interest or dues, as the case may be, 

(b) the assent of all the members and creditors 
and other person whose interests are likely to 
be affected has been obtained or deemed to 
have been obtained by virtue of any member 
or creditor or any other person whose interest 
is likely to be affected failing to exercise his 
option within a period of one month from the 
date of issue of notice, and 

(c) that all claims of members and creditors 
and such other. persons whose interests are 
likely to be affected, who exercise the option 
referred to in clause (a) within the period 
specified therein have been met in full. 

prior approval of the scheme or the 
approval of the by-laws. To remove 
such ambiguity, as may be, in this 
respect, the section has been amplified. 

Proviso to sub-section (1) of section 17 
has been incorporated so as to provide 
to the members and creditors sufficient 
opportunity to exercise their objection or 
to have their claims and interest satisfied 
prior to Registrar's order on such 
amalgamation or transfer of assets and 
liabil1ties or c!ivision or conversion in 
the c:rcumstanoes mentioned thereunder. 

Sub-section 4 has been added as a new 
feature to provide for cancellation of 
the reg!stration of the society or societies 
specined thereunder. 

Substitute the words "two-thirds" for 
the words "three-fourths " wherever 
they occur. 



Hea.d.ing and Reading and 
Serial Section No. in the Section of the Act 

No. Act in force. as recommended 
by the Committee. 

1 2 3 

Full text of the Section in column No. 3. 

4 

(2) NotwithstandJng anything contained in the 
Transfer of Property Act; 1882, or the Indian 
R3gistration Act, 1908, the registration of the 
new societies in the event of division or the 
converted society in the event of conversion of 
society, and the resolutions of the societie~< con· 
cerned with the amJ.!gamation shall be sufficient 
conveyance to vest the assets and liabil•ties of 
the original society or societies in new societies 
or society. 

(3) The amalgamation of societies or · division 
. or conversion of a society shall not affect any 
rights or obligation of the society so amalgamated, 
divided or convert.od or render defective any legal 
prooeed'ngs which might have been continued or 
commenced by or against a society which may 

. have been am!l.lgamated, divided or converted 
may be continued or commenced by the amal· 
gamated society or the converted society or the 
new societies between which the society may 
have been divided, 

· (4) Where any two or more societies have been 
am Llgamated or a. society has been divided or 
convarted the registration of such societies or 
society shall be cancelled on the date of regi· 
stration of the amalgamated society or the con· 
verted society or the new societies between 
which society may have been divided. 

Change. 

5 



19 15-AA. Power of 
State Government 
to provide for 
amalgamation of 
Co-operative socie
ties in public 
interest. 

18. Power to 
direct amalgama
tion. 

(1) Where the Registrar isspt1~on1natit !S essential Substitute the word "Registrar " for thE> 
in the public LJt< rest nooessary in order to words "State Government" wherever 
secure the prog1deranag ment of any society it occurs. 
that two or more societie1 should amalgamate Substitute figure" 17" for the figure" 15" 
then notwithstanding anything con~ained ·in in sub-section (1) _ 
section 17 but subject to th provisions of this Renumber "Sub-section (2)" as " Sub-
section, the Registrar nay, by order notified section (3)" and re-draft it for a. proper 
in the Official G ,ze~te, provide for the amalgam a- reading as in Column 4. 
tion of those socities into a. single society with Delete "Sub-section (3)" and incorporate 
such. constitution, propPrty, rights, interests its substance under "sub-section (4}" 
and authorities and such liabilities, duties and as shown in Column 4. 
obligations, as may be specified in the order. 

(2) No order shall be made under this Section 
unless-

(a) a. copy of the p(pposed order has been sent 
in draft to ea.ch of the societies concer,;ed 
calling upon them to furnish within such 
period (not b3ing less than two months from 
the date on which the copy of the order as 
aforesaid was received by the society) as the 
Reg'strar m'ly fix in th:1.t beh·1lf, a. list of 
members and creditors who object to the 
Scheme of a:~p.algama.tion and wish to withdraw 
from it; 

(b) The Registrar has considered and made such 
modifications in the draft order as may seem 
to him desirable in the light of any suggestions 
_and objections which may be rec ,iveJ by him 
within su0h period as mentioned in sub
clause (a) either from the society or £rom any 
member or class of membere thereof or from any 
creditor or class of creditors. 

(3) The order referred to in Sub-section (l) 
may contain such consequential, incidental and 

Renumber" Sub-section ( 4)" as Sub
section ( 2), thereafter add under Sub
section ( 2) (a) "calling upon them to 
furnish within such period (not being 
less than 2 months from the date on 
which the copy oft he order aforesaid was 
received by the society) as the Registrar 
may fix in that behalf, a list of mPmbers 
and creditors who object to the Scheme 
of amalgamation and wish to withdraw 
from it". 

Re-draft "Sub-section (4) (b)" as Sub
section (2) (b) as shown under Column 
No.4, which shows minor consequential 
cha· ges in the wording. 

Add "Sub-sections (4) and (5)" as shown 
wider Column No.4. 



Serial Reading and 

No. Section No. in the 
Actin force. 

1 2 

'20 

Reading and 
Section of the Act 
as recommended 

by the Committee. 

3 

19. Reconstruction 
of societies. 

Full text of the Section in column No. 3. 

4 

supplemental provisions as may in the opinion 
of tne Registrar be necessary to give effect to the 
amalgamation. 

(4) Every memberorcreditorofea.ch of the societies 
before amalgamation who has objected to the 
Scheme of amalgamation within the period 
specified shall be entitled to receive on the issue 
of the order of amalgamation hir share or interest 
if he is a. mem her and the a. mount in satisfaction of 
his dues if he is a creditor. 

(5) On the issue of order under Sub-section (1) 
provisions in Section 17 (2), (3) and ( 4) shall 
apply to the societies so amalgamated as if they 
were amalgamated under Section 17 and to the 
society amalga.n a.ttd. 

(I) Where a compromi~e or arrangement is proposed 
between (a) a soc:iety and its creditors and 
(b) between a Pociety and its members, the Regi
strar may, on the application of the society or 
of a.ny member or of any creditor of the society, 
or in the case of a society which is being wound 
up, of the liquidator, order a meeting of the 
members or creclitors, as the case may be, to be 
called, held and conducted in such manner as 
the RegiHtra.r directs. 

Change. 

5 

New, 



(2) If a majority in number representing three· 
fourths of the members or three-fourths in valul' 
of the creditors, as the case may be, present and 
votirg in person at the meetirg, agree to any 
comprom1•e or arrangement, the compromise or 
arrangement shall, if sanctioned by the Registrar, 
be binding on all n:embers or all the creditors, as 
the case may be, and also on the society, or in 
the CaRe of a Rociety 11·hich is being wound up, 
on the liquidator. 

(3) When an order calling a meeting is passed under 
Sub-section (1), the Registrar may give noti~e 
ofsuoh order to aCiviJCourtin which proceeding!', 
whcte instittitfd brfore or aftf r the order, in 
respect of any' liability of the society due to a 
creditor to whom a copy of the order is posted 
are pending and ~ receipt of such notiCE! the 
Civil Court shall slay the proceedings. If no 
compromise or arrangement is oon6rmed under 
Sub-section (2) the Registrar shall inform the 
Civil Court accordingly, and the proceedings which 

· may have been stayed shall be resumed. If 
compto1niHe or arrangement is confirmed under 
Sub-section (2) the proceedings, if any, stayed 
under this Sub-section shall abate and no proceed· 
ings shall lie in a Civil Court in respect of any 
liabilities ofthe society to which the compromise 
·or arrangement relates. 

(4) Where the Registrar makes an order under 
Sub-section (2) sanctioning a compromise or an 
arrangement in respect of a society, the Registrar 
shall have power to superv'se the carrying out of 
the compromise or arrangement and to give such 
directions, at the time of making such order or 
at any time thereafter in regard to any matter 
and to make such modifications in the compromise 
or arrangement as he may consider necessary for 
the proper working of the compromise or arrange
ment. 



Heading and Heading and 
Serial Section No. in the Section of the Act 

No. Act in force. ns recommended 
by the Committee. 

1 2 3 

21 15-B. Partnership of 20. Partnership ... 
Societies. 

Full text of the Se.ction Column N Q, 3. . . ' 

4 

(5) ·If the Registrar-is satisfied that a compromise 
or arrangement sanctioned under sub-section (2) 
cannot be worked satisfactorily with or without 
modifications, he may either of his own motion 
or on the application oft he society, or in the case 
of a society being wound up, on the application 
of the Liquid'ltor, make an order cancelling the 
scheme of compromise, 

(1) Any two or more societies with similar objec. 
tives may, with the prior approval of the 
Registrar,. by a resolution passed by a simple 
majority of the members present and voting ate. 
general meeting of each such society, enter into 
a contract of partnership for. carrying out 
specific busines~ or businesseil. , . 

(2) Not.hing in the Indian Partnership Act, 1932, 
shall apply to such contracts of partnership and 

-matters ·including disputes arising from such 
partnership, shall be determined under this Act. 

Change. 

5 

Insert the words" with similar objectives" 
between the words "societies" and 
"may" in the first line. 

In.-ert the word " prior " between the words 
" with the" and "approval" in the 

first line. 
Substitute the words "a. simple" for the 

words" three-fourths "in the second line. 

Delete the portion " provided that each 
member has bad clear ten days' written 
notice of the resolution and the date of 
the meeting" in the concluding lines of 
sub-section (1). 

Replace "full-point (.)" for "coma (,)" 
appearing after the word "businesses". 

Add the words "and matters including 
disputes arising from such partnership, 
shall be determined under this Act" 
at the end of sub-section (2). 



22 21. Cancellation of 
registration. 

The Registrar shall make an order cancelling the 
registration of a society if it transfers the whole of 
assets and liabilities to another suci. ty or amalga
mates with another society or dividtJs itself into 
two or more societies under section 17, or its 
affairs are wound up, or it has not commenced 
busineBB. The society shall be deemed to· be 
diBBolved from the (!ate of such order and shall 
cease to exist as a corporate body. 

CHAPTER III. 

1\fEMBERS AND THEm RIGHTS AND LIABILITIES. 

New. 

23 6-A. Person who 22. Person who No person shall be admitted as a mem her of society Substitute the words "except the follow
ing, viz." for the word "unless", in the 
first line.· 

24: 

cannot be member. may become except the following, viz.
member. 

(a) An individual, who is competent to contract 
under Section 11 of the Indian Contract Act, 
1872. 

Add "Sub-Clauses {a), {b), {c) and (d) with 
a proviso " as shown in column 4:. 

23. Open mem her
ship. 

(b) A firm, compan;., association and any society 
registered under the societies Registration Act 
or Public Trust Act or any other Act for the time 
being in force. 

{c) A society registered under this Act, and 
(d) The State Government : 

Provided that the provisions of clause {a) shall not 
apply to an individual seeking admiBBion to a 
society exclusively formed for the benefit of the 
students. 

(I) No society shall, without suffident cause, refuse 
admiR~ion to membership to any person duly 
qualifitd therefor under its by-laws ; 

-(2) Any person aggrieved by the decision of a society 
refusing admission to him to its membership may 
appeal to the President of the federal society to 
which the said society is affiliated or, if it i~ 
not affiliated to any federal soriety, t.o the 
President of the :Bombay State Co-operative 
Union. 

New. 



Serial 
No. 

1 

25 

26 

Heading and 
Section No. in the 

Act in force. 

2 

-

Reading and 
Section of the Act 
as recommended 

by the Committee. 

3 

Section 24. Nomi
nal, associate and 
sy m path is e r 
memberl!. 

Full text of the Section in column No. ~. 

4 

(3) The tlecision of the President of the federal 
society or of the Bombay State Co-operative 
Union in appeal shall be final. 

(1) Notv ithstandir g anything contained in Section New. 
2:1, a society may admit any person as a nominal, 
associatl:' or syrnpathiser member who shall have 
no share either in the management, profits or 
asset~ of a somety and shall not be subject to any 
contributory liability in the case of winding up 
of the society. 

(:1) Save as provided in sub-clause (1), a nominal 
asso1·iate or sympathiser member shall have such 
privileg~s and rights of a member and be subjert 
to such liabilities of a member as may be apeci· 
fierl in the by-laws of the society ·and be subject 
to the provisions in this Act in regard to the 
settlement of disputes and recovery of dues. 

Section 25. Cessa
tion of member· 
ship. 

A person bhall cease to be a member on resignation 
or transfer of the whole of his share or interest 
in the sudety b another member or on death or 
on removal or expul~ion : 

Provided that no member shall be allowed to resign 
from a society unkss he is not in debt and is not 
surety for an unpaid debt and no resignation may 
be accepted by a society unllss it has reoeived at 
least one months notice from the mPmber of his 
intention to resign. The date of resignation 
shah be the date on which the society accepts the 
resignation of the member. 

-------

Change. 

5 



27 Seotion 17. No rights 
ofmembership to 
be exercised till due 
payments are made. 

Section 26. No 
rights of members
ship to be exerci-
sed till due 
payments are 
made. 

No person shall exercise the rights of a member of 
a soclt>ty unless or until he has made such pay
ment to the soriety in respect of membership, or 
acquired such inter£st in the society as may be 
prescribed by the rules or the by-laws of such 
society. 

No change. 

28. Section 18. Votes of Section 27. Voting (1) Every mem her of a society shall have one vote Substitute the ll ord "Every" for the 
member8. powers 

members. 
of in the affairs of t-he society provided that- word " No "in th€. first line. 

29 Section 6. Restrictions 
on interest of mem
ber of society with 

limited liability and 
a share capital. 

Section 28. Res. 
triction on holding 
of share capital by 
a member, 

(a) a nominal, associate or sympathiser Delete the words" more than" and also 
mem her shall have no vote ; "in the case of an equality of votes the 

(b) where a societ.y is a member of another 
so~iety such a society shall have one 
additional vote ; 

(c) where the State Govern'illent iRa member of 
a soniety, each p:orson no•n inated by the State 
Government ol}..the Commitke of that Society 
ehatl have one ~te :-

Provided further that each mem her may be entitled 
to additional votes subject to 8. maximum of 
three vot£s based on his contribution to the 
buoiness of the society and exercisable in the 
mannerspcrificd in the by-laws: 

Provided further that in the case of equality of votes, 
the Chairman shall have a casting vote. 

(2) Subject to the rules relating to voting by a dele
gate, every member of a society shall exercise his 
vote in person and no member shall be permitted 
to vote by proxy. .A society, company, firm or 
any other institution entitled to vote as a member 
may, however, exercise its voting right through an 
authorised representative. 

Chairman shall have .a casting vote" 
occurring in sub-section (1) of Section 
18. 

Delete "Sub-sectionA (1-..4.), (2), (ll) and 
(4) ''and add "Sub-Sections (a), ,(b) 
(c) under sub-section (1) ". Also add 
"Sub-section (2) as in Section 27 
column No.4, with the provisos. 

Where the liability of a member of a society is limited 
by shares or guarantee no member other than a 
society and the State Government shall hold more 
than such portion of the share capital of the society 
subject to a maximum of one-tenth as may be pre-

Substitute article and word "a member" 
for the article and word "the members" 

. _ scribed by the Rules and the by-laws. 

in the first line, . 
Insert the words "or guarantee" between 

the words " by shares " and " no mem
ber " in the first line. 



Heading and 
Serial Section No. in the 
No. Act in force. 

1 2 

30 Section 9. RestriiJ· 
tions on 
transfer of share or 
interest. 

Heading and 
Section of the Act 

as recommended 
by the Committee. 

3 . 

Section 29. Res
trictions on trans
fer of share or in
terest. 

Full text of the Section in column No.3. 

4 

(I) The transfer or charge of the share or interest of 
a member in the share capital of a society shall be 
subject to such conditions as to maxi~um holding 
by the transferee as may be prescribed by this Act 
and the Rules and the by-laws and shall be valid 
only after the Committee has approved such 
transfer. 

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

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

(b) the transfer is made to a member of the society 
or to a perMon whose application for memberMhip 
has been accepted by the society. 

Change. 

5 

Delete the words " company or firm " in 
the second line, and add the words 
"and the State Government " between 
"society " and " shal:" in the second 
line. 

Substitute in sub-clause (a) the word 
"one-tenth" for th word "one-fifth" 
and add the words "and the by-laws" 
at the end of "sub-clause (a) " and 
shift the semi-colon (;) to the end. 

Delete "Sub-clauses (a) and (b)". 

Insert the word "shall" between the words 
"the" and" capital" in sub-section (J). 

Add the words " by the transfer< e '' after 
the words "maximum holding " in sub
section (1). 

Substitute " and the Rules and the Bye
laws and shall be valid only after the 
committee has approved such transfer" 
for the words " or by the rules " in 
sub-section (1). 

Delete the words "or charge" in Sub
olause (b) of sub-section (2). 

Delete the words " to the Society or" 
in the af resaid sub-clause. 



31 Section 17-A., Inheri· 
tancn or acquisition 
of rights of member 
by minor or person 
of unsound mind. 

Section 27. Transfer 
of interest on death 
of member. 

Section 30. Trans
fer of interest on 
death of member. 

Notwithstanding anything contained in sub-sections 
(1) and (2\ a ~ooi<>ty m'\:f acquir,. th .. FharP or 
interest of a member in his share capital by paying 
for it at the value determined in the manner pre
scribed, provided that the member is allowed to 

Delete the word " and " appearing at the 
end of the aforesaid sub-clause and re
place the semi-colon (;) by a full 
point (.) at the end. 

resign or is expelled or ceases to be a member on Delete sub-clause (c). 
account of being disqualified under the Act, and 
the Rules and the by-laws of the society, and that New. 
the total refund of share capital of the society in 
any one financial year does not exreed 10 per cent. 
of the paid-up capital of the society on the last day 
of the preceding financial year. 

(I) On the intimation of thedeathofamember of a Combine "Section 17-A and 27" into 
society, such society m'\y within a p•riod of two one s• ctirn numberirg 30. 

years from the date of the int:mation of death of Delete "Subject to the provisions of 
such member, transfer the share or other interest Section 17 -A ", appearing at the begin· 
of the deceased member to a person or persons ning of sub-section (1) of Section 27. 
nominated in accordance with the by-laws of the Insert the words "intimation of the" 
society or, if there is no person so nominated, to between the words "on the " and 
such person as maz appear to the Committee to " death" in the first line. 
the heir or legal representative of the deceased be Substitute the words "two years'' for the 
member, provided the person or persons to whom words "one year'' in the second line. 
share or otherinterest of the deceased member is Insert the words "ofintim at ion of death'' 
to be transferred, has been duly admitted as a betwPen the words "of" and "such" 
member in accordance with the Act, the Rules and appearing in the second line of sub-
the by-laws of the society, or may pay to such section (1). 
nominee, heir or legal representative, as the case Insert the word "other'' between the 
may be, a sum representing the value of such word "or" and "interest" in the 
member's share or other interest as ascertained in· · ·third line. 
accordance with the Rules and the by-laws: · Delete the portion "if duly admitted 

Provided that such nominee, heir or legal a mem her of the society, in accordance 
representative, as the case may be, may require with the rules or the by-laws of the 
that payment shall be made by the society within society'' appearing in the fourth and 
two years from the date of intimation of death of fifth lines of sub-section (1). 
the member of the value of the share or interest of Delete the portion "if duly elected a 
such member ascertained as aforesaid. member of the society, or may pay to 

(2) All transfers and payments made by a society such nominee, heir or legal representa. 
in accordance with sub-clause (1) shall be valid tive, as the case may be, a sum repre. 
and effectual against any demand made upon the senting the value of such member's 
society by any other person. share or interest as ascertained in 

accordance with the rules or by-laws : 



Reading and 
Serial Section No. in the 
No. Act in force. 

1 2 

Reading and 
Section of the Aot 

as recommended 
by the Committee. 

3 

Full text of the Section in column No.3. 

4 

(3) Notwithst.anding anything contained in sub· 
s, tio'l ( ') and (2) and section 24 a. minor or 
a perRon of unsound mind shall be entitled as a 
beneficiary to inherit or otherwise acquire the · 
sh'l,re or other interest of the deceased member, 
but his liability in consequence of such acquisition 
shall be limited to his interest in the shares, the 
loan-stock bonds and the property of the society 
which he may have inherited or acquired and the 
dividends and the interest earned thereon. The 
person so inheriting or acquiring interest shall be. 
admitted as a nominal member and his guardian 
shall have the right to receive the benefits from the 
society on his belmlf to the extent of the share or 
interest inherited and incur liability on behalf of 
such person for the benefits of such person until 
the disability ceases. On his disability ceasing, 
such nominal member shall furnish to the society 
a declaration of his willingness to become a 
member, and on receipt of such declaration, and 
provided, such person is qualified to be a member 
of the society under its by-laws, such society 
shall admit him as a member and the person so 
admitted shall become entitled to all the rights 
and privileges of a member and become subject to 
liabilities like any other member of the society. 

Change. 

5 

Provided that such nominee, heir or legal 
representative, as the case may be, may 
require that payment shall be made by 
the society within one year from the 
death of the member of the value of the 
share or interest of such member ascer- · 
tained as aforesaid", in sub-stction (1) 
of section 27 and substitute "provided 
the person or persons to whom share 
or other interest of the deceas£d mem her 
is to be transferred, has blen duly 
admitted as a member in accordance 
with Act, the Rules and the by-laws of 
the Society or may pay to such non.inee, 
heir or legal reprtsentative, as ,the case 
may be, a sum representing the value 
of such member's share or other interest 
as ascertained in accordance with the' 
Rule and the by-laws." 

Add thereafter the proviso "provided 
that such nominee, heir or legal repre
sentative, as the case may be, may 
require that payment shall be made 
by the society within two years from 
the date of intimation of death of the 
member of the value of the share or 

interest of such member ascertained as 
aforesaid". 



32 Section 26. Shares or Section 31. Share 

33 

- 34 

interest not liable to or interest not 
attachment. liable to attach

ment. 

...... 

Section 32. Rights 
of mem hers to 
see books etc. 

Section 33. 
rowing 
members, 

Bor
by 

The share or interest of a member in the capital of 
a society or in a loan-stock issued by a housing 
society or in the funds raised by a society from its 
members, by way of savings deposit shall not be 
liable to attachment or sale under any decree or 
order of a Court of Justice in respect of any debt 
or liability incurred by such member and neither 
the Official Assignee under the Presidency towns 
Insolvency Act, 1909, nor a Receiver under the 
Provincial Insolvency Act, 1920, shall be entitled 
to or have any claim on such share or interest. 

Transpose sub-section (3) of Section 27 al 
sub-section (2) of SeJtion 30 and redraft 
it as shown in Column 4, 

Delete Sub-section (2) of Section 27. 
Add "Sub-Section (3) to Section 30" 

as shown under Column 4 and delete 
Section 17A which bears the substance. 

Delete the portion "subject to the provi
sions of section 25" appearing at the 
beginning of Section 26. 

Substitute •• in the funds raised by & 

society from its members by way of 
savings deposit" for •'the share or 
interest of a. member or officer or servant 
of a society in any provident fund 
established under Section 41 of this 
Act." 

Delete the words " officer or servant " 
appearing in the sixth line of Section 26. 

Every member of a society shall be entitled to New. 
inspect free of cost at the society's office during 
the office hours or any time fixed for the purpose 
by the society, a copy of the Act, the Rules, and 
the by-laws, the last audited annual balance 
sheet and the profit and loss account, a list of the 
members of the committee, a register of the. 
members, the minutes of the general meetings arid 
that portion of the books in which his transactions 
with the societJi ha,ve been recorded. 

( 1) Every person, who is a mem her of more than one 
credit society other than a land mortgage bank or 
a central financing agency, shall make a declaration 
in the prescribed form that he will borrow only 
from one such society to be mentioned in the 
declaration and shall send a copy of such 
declaration duly attested to the societies of which 
he is or has become a mem her. 

New • 



Heading and 
Serial Socti.>n No. in the 

No. Act in force. 

1 2 

35 28. Liability of past 
member. 

36 

29. Liability of the 
estates of deceased 
member. 

48-A. Effect of 
Liquidation of 
society on past 
member or on estate 
of deceased member. 

. . . . 

Reading and 
Section of the Act 

as recommended 
by the CIJmmittee. 

3 

Section 34. Liabi
lity of a past 
member or the 
estates of a 
deceased member. 

Section 35. Insol· 
vency of members, 

Full text of the Section in column No.3. 

4 

(2) A member borrowing from a society shall utilise 
the loan for the purpose for which it is made and 
shall refund, if not so utilised, the loan immediately 
on its recall by the society. 

(3) Any member, who does not comply with the 
provisions in clause (1) or (2), shall be liable to be 
removed from the membership of any or all 
societies upon receiving a written requisition from 
the Registrar to that effect. 

Liability of a past member or the estate of a deceased 
member of a society for the debts of the society, 
as they existed when he ceased to be a member by 
death or otherwise, shall continue for a period of 
2 years from such date and shall continue, in the 
event of liquid:ttion of the society, until the 
liquidation proceedings are terminated. 

Notwithstanding anything contained in the Presi
denc;v Towns Insolvency Act of 1909, and the 
Provmcial Insolvency Act, 1920, the dues of 
aRociety from a member shall rank next to biil 
dues to Government or to any legal authority 
in order of priority in insolvency proceedings 
against the person. 

Change 

5 

Combine " Sections 28, 29 and 48-A '' 
into one section and number the new 
Section as "Section 34 ", substituting 
the wording " until the liquidation 
proceedings are terminated " for the 
wording "until all the liabilitills of the 
society are met " occurrini in 
Section 48-A. 

New •. 



37 

38 Section 23. Socie· 
ties to be bodies 
corporate. 

39 Section 20. Address 
of societies, 

Section 36. Expul
sion of members. 

(I) A society may expel a member, for acting in a 
manner which results in financial loFB to such a 
society, by a resolution passed by three-fourths 
majority at a general meeting of the members 
held for the purpose : . 

Provided that no resolution shall be valid unless the 
member concerned is given an opportunity to 
represent his case to the general body and no 
resolution aha 11 be effective unless it is approved 
by the Registrar. 

(2) No member of a society who has been expelled 
under sub-section ( l) shall be eligible for re
admission as a member ofthatsociety or for admis
sion as a member of any other society, for a period 
of two years from the date of such expulsion : 

Provided that the Registrar, may in special circum· 
stances, sanction . .the re-admission or admission 
within the said pei.'iod of any such member as a. 
member of the said society or of any other society, 
as the case may be. 

CHAPTER IV. 

New. 

DUTIJIIS, PRIVILEGES, PROl'ERTY AND FUNDS OF SoOIBTIES, 

Section 37. Socie· 
ties to be bodies 
corporate. 

Section. 38. Ad· 
dress ofsocietes. 

The registration of a society shall render it a body. Substitute the words" for the purpose for 
corporate by the name under which it is registe- which it is constitt.ted" for the words 
red, with perpetualsuccession and a common seal, "for the purposes of it~ constitution" 
and with powers to hold property, to enter into in the last two lines of section 23. 
contracts, to institute and defend suits and other 
leg a I proceedings, and to do all things necessary 
for the purpose for which it is constituted. 

Everysocietyshall have an address registeredin Nochange. 
accordance with the rules, to which all notices 

and communications may be sent, and shall send 
notice in writing to the Registrar of any change 
in the said address within 30 days ofsuch change. 



Serial 
No. 

1 

Reading and 
Section No. in the 

.Act in force. 

2 

40 Section 30. Register 
of members. 

41 Section 21. Copy of 
.Act, etc., to be open 
to inspection. 

Heading and 
Section of the .Act 

as recommended 
by the Committee. 

3 

Full text of the Section in colum,n No.3. 

4 

Change. 

5 

Section 39. Register (1) Every society shall keep a register of its Sub-section (1)-New. 
ofmembers. memherR and enter therein the following 

Section 40. Copy 
of .Act etc., to be 
open to inspec
tion. 

particulars:
(a) the name, address and occupation of each 

member: 

(b) in the case of a societ.y having a •h~re capital, 
the share held by each member; 

(c) the date on which each p:Jrson was admitted 
as a member; and 

(d) the date on 1\hich any person ceased to be 
a member: 

Provided that, where a society has under the Act, 
the rules and the by-laws permitted a mem her to 
transfer his share or interest on death to a person, 
the register shall also show the name of the person 
entitled to the share or interest of the member, 
against the merubM concerned and the date on 
which the nomination was recorded. 

(2) Such register shall be prima facie evidence of the 
date on which any person waM admitted as a 
member and of the date on which any person 
ceased to be a mem her. 

Every society shall keep a copy of this Act and the 
Rules and ofits by-laws and a list of members open 
to inspection to the public free of charge during the 
office hours or any hours fixed by the societ.y at 
the registered address of the society. 

Delet·e the words "or list" and "or 
shares kept by any society" and "any 
of the particulars entered therein" in 

the first two line" of <ectjon 30. 
Re-draft thereafter the whole section w.th 

minor change in wording and number 
it as sub-section (2) of section 39 as 
shown under column 4. 

Add the words "to the public free of 
charge " between the words " in9pec· 
tion " and " at ". 

Delete" sub-clause (d)" in section 21. 

Re-draft the whole section thereafter to 
read as shown under column 4 and 
number it as section 40. 

t-!) 
00 
00 



•2 Section 31. Admi~~Si- Section 41. Ad.mis-
'llility of copy of 1ibillty of copy of 

. &niry aa •vidence. entry aa evidence. 

4,& Section 32. Exemp· 
tion from oompul
lory registre.tio.t of 
instrume ts rele.tiPg 
to shares Bold debe,l
~ures of aociety. 

Section 42. Exemp· 
tion from complll
sory registration 
of instrumentll . 

relati" g to shares 
and debe,lture& of 
eociety. 

(I) A copy of any entry in any book, register or list 
regularly kept in the cour~c of busines.~ in the 
pos.,ession of a society shall,if duly certified in such 
manner. a.s may be prescribed by the Rules, be 
admiHsible in evidence ofthe existPnce of the entry 
and shall be admitted as evidPnce of the matters 
and transactions therein recorded in every case 
where, and to the same extent to which, the 
original entry would, if produced, have been 
admissible to prove such matters. 

(2) In the case of such societies as the State Govern· 
ment by general or special order may direct no 
officer of a society shall in any legal proceedings 
to which the society is not a party be compelled to 
produce any of the society's books, the contents of 
which can be proved under sub-section (1), or to 
appear as a witness to prove the matters, transac
tions and accounts therein recorded, unless by 
order of the Co~ or a Judge made for special 
cause. 

Nothing in section 17, sub-section (1), clauses (b) and 
(r), of the Indian Registration Act, 1908, shall 
apply to:-

(I) any instrument relatiPg to share~ in a society, 
notwithstanding that the assets of the society 
consist in whole or in part of in.movLable 
prop ·rty ; or _ 

(2) any debentures issued by any society and not 
creating, decla1 ing, assigning, limiting or extin
guishing any rights, title or interest to or in 
immov~ab!P property except in so far as it 
entitle the holder to the security afforded by a 
registered instrument whereby the society has 
mortgaged, conveyed or otherwiRe transferred 
the whole or part of its iiilll).oveable property or 
any interest therein to trustees upon trust for 
the benefit of the holders of such debentures ; or 

(3) any endorsement upon or tramfer of any 
debentupeq is.qned bv anv socictv. 

Su'bstitute the word "State" for the word 
"Provincia.!" in sub-section (2). 

No change. 



S~ria.l 
Reading and 

8eotion No. in the 
No. .Act in force. 

1 2 

44 Section 33. Power to 
exempt from income 
tax, stamp duty, re
gistration and court 
fees. 

Reading and 
Section of the Act 

as recommended 
by the Committee. 

3 

Section 43. Power 
to exempt from 
taxation. 

Full text of the Section In column No.3. 

4 

(1) The Centra] Government, by notification in the 
Otlicial Gazette, may, in the case of any society or 
class of societies, remit the income-tax or super
tax payable in respect of the profits of the society, 
or of the dividends or other payments received by 
the mem hers ofthe society on account of profits or 
in respect of interest on securities held by the 
society. 

(2) The Government, by notification in the Official 
Gazette may, in the case of any society or class 
of socie1 ies, remit, 
(a) the stamp duty, with which under any law for 

the time being in force, instruments executed by 
or on behalfofasociet.yor by an officer or mem
ber and relating to the business of the society, 
or any class of such instruments or awards of 
the Registrar or his nominee or Board of nomi
nees under this Act are respectively chargeable 
and, 

(b) any fee payable under the law of registration 
and of court fees for the time being in force and 
any other tax or fee or duty, or a portion thereof, 
which the State Government is competent 
to levy. 

!.1 this sub-section "Government" in relation to 
stamp-duty, means the Government as defined in 
sub-seC'tion (2) of ·OC'1ion 9 of the Indian Stamp 
Act, 1899. in relation to court fees !Ilenns the 
Government whit·h i11 the appropriate Government 
r'or the purposes of the Court. Fees Act, 1870, and 
save as aforesaid means the State Government. 

Change • 

5 

Add the words " or Board of nominees " 
between the words " his nominee " and 
" under this Act ". 

Add" and any other tall: or fee or duty, or • 
p~tion thereof, which the State Govern· 
ment is competent to levy" at the end of 
1>ub-clause (b) of sub-section (!). 



45 Section 33-A. State Section .U. State Subject to su.:h conditions as the State Government 
may, by general or special order specify in this 
behalf, the State Government may-

Delete "and to such other conditions at 
may be provided for by any law for the 
time being in force" appearing in the 
second and third lines of ~ection 33A. 

Government may aid. 
give loans, contri-
bute to share capital 
or guarantee deben· 
tures, share capital 
or dividend. 

46 Section 35. 1\estriot. 
ions in borrowing. 

4 7 Section 3 i. ;Restrict. 
ions on loans. 

Section 45. R e 8· 
t r i o t i o n 8 011 

borrowinjis. 

Section 46. Res
trictions on loans. 

(a) give loans to societies, Add "Sub-clauses (e) and (/)" as shown 
und, r Column 4. · 

{b) contribute towards the share capital ofa society, 

(c) guarantee the payment of principal of deben
tures issued by a society or of interest thereon or 
both or the repayment of the share capital of 
a society to its members or the payment of 
dividend thereon at such rates aa JUay be 
specified by the State Government, 

. (d) gurantee the repayment of loans given by 
a co-operative bank to a society, 

(e) gu'l.rantee repayment of principal and payment 
of interest on·loans and advances given by the 
Reserve Bank of India or the Industrial Finance 
Corporation of India or any other authority 
constituted under any law for the time being ill 
force, 

{f) provide financial assistance in any other form 
to a society. 

A society shall receive deposits and loans from 
D1em hers and other persons only to such extent and 
under such .conditions aa may be prescribed by 
the Rules or specified by the by-laws of the society. 

(1) No society shall make a loan to any person other 
than amemberoron the security of its own sl:.'l.res 
or of a non-member provided that with the special 
sanction of the Registrar a society may make loans 
to another society. 

Substitute" mem bets anrl other persons'' 
for "persons 'IIIlo are not members" 
occurring in the first line in tection 35. 

Insert the word "specified" hetween the 
words '' or '' and '' by '' in the last line. 

Insert "Section 46 aa mentioned 
under . Column 4" for the existing 
section,l· 



Serial 
No. 

Heading and 
Section No. in the 

Actin force. 

2 

n Section 36. Restrict
ions on other trans
actions with non
members, 

Reading and 
Section of the Act 

as recommended 
by the Committee. 

a 

Section 47. Res-
trictions on other 
transactions with 
non-members. 

Full text of the Section in column No. 3. 

4 

(2) Notwith~tanding anything contained in sub
section {1), a society may make a loan to a 
depositor on the security of his deposit. 

(3) Where the Registrar is satisfied that it is 
necessary or expedient in the public interest so to 
do he may determine the policy in relation to loans, 
to be followed by societies generally or any class 
of societies or uny soeiety in particular, anr! all 
societies or a clasM of societieM or the societies 
concerned, as the case may be, shall be bound to 
follow the policy so determined. 

Consumers', Producers' and Housing Societies may 
to the extent permitted by their by-laws trade 
with per,ons who arc not members, but the 
transactions of a Resource MOCiety with persons 
other than mem Lers except as provided under 
sections 45 and 46 shall be subject to such 
prohibitions and restrirtions, if any, as the State 
Government 1rtay by rules prescribe. ~uch society 
shall have a oharge upon the interest of such non
member in the society in rcspl•ct of any debt due 
from such non·lrtlll1 bcr und 1nay set-off uny sum 
crodited or payable to a non-mcm L<'r in or toward~ 
payment of any HtiCh debt. 

Change. 

5 

The special features of the revised section 
are--
( i) that it excludes loans to non-members 

from its perview altogether, 

(ii) that it provides for loans to another 
society with the sanction of the 
Registrar, 

(iii) that it provides for a loan to the 
depositor against the security of his 
deposit, and 

(iv) that it authoriPcs the Registrar to 
determine and enforce on societies or 
a class of societies a policy .in respect 
of loans in public interest. 

Add at the end of section 4 7, the following-

"Such society shall have a charge upon 
the interest of such non-member 
in the society in respect of any debt 
due from such non-mem her and may 
set-off any sum credited or payable 

to a non-member in or towards 
payment of any such debt." 



H Section 25. Charge 
and set-off in respect 
of share or interest 
of member. 

Section ~8. Charge 
and set-off in 
respect of share 
or interest of 
memb~r. 

50 Sootion 24. Prior Section 49. Prior 
claim ofsouiety. claim of 11ociety. 

A society shall havt'l a charge upon the share or 
interest in the capital and on the dl·posils of & 

member or past mom ber or deceased member and 
upon any dividend, bonus or profits payable to a 
member or paRt member or deceased meno ber to 
the society, and may set-off any sum cmdited or 
paynble to & member or pa~t member or deceased 
me !II ber in or towards payment of any 11uch debt : 

Provided that no co-operative bank shall have a 
charge upon any sum invested with it by a society 
out oft he Provir\ent Fund established by it under 
section 50 or its Reserve Fund and no co-operative 
bank shall be entitled to set-off any sueh sum 
toward.~ any debts due from such society. 

(1) Notwithst.nnding 'anything contained in sections 
flO and 61 of the Code of Civil Procedure, 1908, 
and notwithstanding any provi~ion in any other 
law for the time being in force but subject to o.ny 
prior claim of the Government in re~pect of land 
revenue or any money recoverable as land revenue, 

(a) any debt or outstanding demand owing to a · 
society by any member or past member or 
deceased member shall be a first charge, (i) · 
upon crops or other Rgricultural produce raieed 
in whole or in part with or without a loan 
taken from the society by such member or past 
member or dereased member, (ii) upon any 
cattle, fodder for cattle, ~tgricultural or induR
trialimplements or machinery, or rnw materials 
for manufacture or work-shops, godown or place 
of business, supplied to or purchased by such 

Add the words 11 or der!'ased member'' 
after the wonl~ "p'lst ml'm her" 
wherever they occur. · 

Add provi~o as staten unrler fN·tion 48 
in Column 4. 

Insert the portion "notwithstanding 
anything contained in sections 60 and 
61 of the Code of Civil Procedure, 1 Ov8 
and notwithstanding any pro' iHion in 
any other law for the time being in 
force but " at the beginning of section 
24 and delete the wordR "or of a Land· 
lord in respect of rent or any money 
recoverable as rent", appearing in the 
second and third lines of sub-section 
(1) of section 24. 

Add the words "or deceased member" . 
after the words "past member" 
wherever they occur. 



s~rial 
Heading and 

S<!ction No. in tho 
Heading and 

S3ction of the Act 
No. Act in force. as recommended 

by the Committee. 

1 2 3 

Full text of tl.c Section in C'olumn No.3. 

4 

member or past member or deceased member 
in whole or in part from any loan whether in 
money or goods given him by the society and 
(iii) upon any movable property which may 
h&\'e been hypothecated, pledged or otherwise 
mortga~ed by a member with the society and 
remaining in his custody. (b) any outstanding 
dentands or dues payable to a housing society 
by any member or past mem her or deceased 
member in respect of rent, shares, loans or 
purchase money or apy other rights or amounts 
payable to such society, shall be first charge 
upon his interest in the immovable property 
of the society. 

E.~:planatiun.-The prior claim of Government in 
respect of dues other than htnd revenue shall be 
restricted within the meaning of sub-section (1) 
to the assets created by a mell\ her ont of the funds 
in respect of which the Go\•ernmcnt has a claim. 

(2) No property or interest in property which is 
subject to a charge under sub-section (1) ~hail 
be transferred in anv manner without. the 
previous permis8ion of t'he ~ooidy and ~uch trans· 
fer shall be subject to such nonditious, if any, as 
the society may impose. 

Change. 

5' 

J nsert the words "or without" bet weeD ' 
the words "past with " and " a loan '' 
in sub-clause (a) in tho third line. 

Delete the word " and " at the end of 
sub-clause (a). 

Add the word "and" at the end of sub
olause (a) (ii) of sub-section (1) and add 
"sub-clau~e (iii)" as stated in column 4. 

• 
Add "explanation" as mentioned under 

column 4, und~r sub-section (l). 

Delete the portion "except by way of 
lease for a term not exceeding 10 years" 
occurring in sub-section (%') and add at 
the end thereafter the portion "and 
such transfer ahall be subject to such 
C'onditions, if any, as the society may 
impose". 

Delete the word~ "notwithstanding 
anything contained in any law " appear
ing at the beginning of sub-section (3). 



fil Section 24-AA. 
Charge on iuurtov
able property of 
members borrowing 
loans from certain 
~<ocieties. 

Section 50. Charge 
on immovable 
property of 
members borrow
ing from certain 
societies. 

(3) Any tranHfcr mad«" in contravention of sub
Hcction (Z) Rhall be \'oid ancl any member 
tran~f·,rring any property and any pt>r•on 
acquiring, or aht>ting in the acqni•ition of, RUI'h 

. propl'rty which is subject to a charge uudr>r sub
section (1) shall. on condction, be puniHhal;le with 
impriHorurtent for a term which may extend to six 
month~ or with fine whirh n.av extt'nci to five 
hundred rupees. • 

(4) Notwithstanding anything contained in sub
sections (2) and (.I) a society \'\hich has as one of 
itR objects the disposal of produce ofit8 men. her•, 
may provide in its by-laws or may otherwise 
contract. with its men. btr~, 
(a) that every sucb:member shall dispose of his 

produce through the society, and (b) that any 
member who is found guilty of a breach of the 
by-law or of any such contract. shall reim bnrse 
the society for the loss detctmincd in such 
manner as may be specified in the by-laws. 

Notwithstanding anything wntained in this Act, or 
in anv other law for the time being in foree-
(1) Any person who makes an applicaticn to a 

society of which he is a member for a loan shall,
if he owns any land or has interest in any land 
as a. tenant make a declaration in the form 
prescribed by rules. Such ceclaration shall 
state that the applicant thereLy creates a 
charge on such land or interest specified in the 
declaration for the payment of the amount of 
the loan which the society may make to the 
member in pursuance of the application and for 
all future advances, if any, required by him 
whic·h the society may nl.ake to hiin u.s such 
member subject to such maximum as may be 
determined by the society together with interest 
on such amount oft-he loan and advance~. 

Delete the 11ords "of the pro\·ision~< '' 
between the words "contravu\ion" 
and "of suh-sertion (2) " in sub
~t'ction (3). TherPaltf:r ~tdd at the end 
"and any member transferring any 
property and any perwn aC'quiring, or 
abeting in t.he acqui•ition of, such 
property whiC'h is subject to a charge 
und"r sub-section (1) Mhall, on con' iction, 
be punishahlo with imprisonment for 
a term whiC'h may ext~nd to six months 
or with fine whic·h may cxtf'nd to five 
hundred rupees. · 

DclPte sub-seetion (4) of sf'ction 24 which 
appears with modification as reproduced 
in the concluding portion oft he preceding 
para. 

Add sub-seC'tion (4) a~ mentioned in 
oolumn4. 
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No. 

1 

aea.ding and 
Section No. in the 

Act in force. 

2 

Reading and 
Section of the Act 
a.s recommended 

by the Committee. 

3 

Full text of the Section in column No.3. 

4 

(2) Any person who has borrm·;ed a. loan from a 
society of which he is a men• her before the date 
of the coming into force of the Bon. bay State 
Co-operative Societits Act, 1957, and who 
owns any land shall,as soon as possible, make a 
declaration in the form and to the effect referred 
to in sub-section (1) and no such person shall, 
unless and until he has made such declaration, 
be entitled to exercise any right as a mlmber 
of the society. 

(3) Any person who has borrowed a loan from a 
society of which he is a member before the 
date dthe coming into force of the Bombay 
Tenancy and Agricultural Lands (Amendment) 
Act, 1955, or any other Act in any part of tho 
State and has any interest in land as a terant 
shall, as soon aH possible, maku a declaration 
in the form and to the effect referred to in sub
section (1) and no such person shall, unk88 and 
until he hasmadesuchdeclaration, beentitlt Ci to 
exercise any right as a member of the sm iL ty. 

(4) A declaration made under sub-~ections (1), (Z) 
or (3) may be varied at any time by a mtmber 
with the consent of the society in favour of 
which such charge is created. 

(51 Nomcnibershall alit·nate the whole or any 
part of the land orintcnst therdn spudfi( din 
the declaration made mider sub-Rec.,tion~ (1) ,(2) 
or (3) until the wholt• amount borrowed by the 
member togethPr with interest then on is paid 
in full: 

Change. 

5 

Re-number "sub-section (iia) as sub
section (3)" and substitute "(3)" for 
"(iia) ''wherever it occurR. 

Insert the words, "or any other Act in 
any part of the State" between the 
words and figures ''Act 1955'' and 
"and has''. 

Re-number "sub-sl'ctions 13) and (4)" 
as sub-section" (4) and (5) ''respectively. 
Delete the "first proviso under sub· 
section (iv) ". 

Delete the word "further" bet~een the 
words "provided'' and "that'' appear
ing in second proviFo. 



Provided that it shall be iM. ful to a member to 
exc cute a mortgage hond iu favour of a mort
gage Bank or the ~tate Govpr;;n:ent in rt>spect 

· of such land or any part the rcof under the 
Bombay Caral Rull's made under th!' Bombay 
Irrigation Act, 187!1, for the supply of l\'atH 
from a canal to such land or any part theuof. 

(6) Any alienation made in contravention of the 
provisions ofsub-sectior~ (S) shall be void. 

(7) Subject to the prior claims of the Govern
ment in respect oflar~d revenue or any money 
recoverable as lar~d revenue and to the charge, 
if any, created under an award made under the 
Bombay Agricultural Debtors Relid Act, 1£47, 
or any otlwr Act in any part of the State there 
shall be a first charg(' in favour of th£' sodl ty on 
the land or inta, st ~pecific·d in the declaration 
made under sui;.slctions (1), (21 or (3) for and 
to the extent of the dues owir.g by him on 
account of the loan. 

(8) Notwithstanding anything contained in 
Chapter X-A of the Bombay Land Revenue 
Code, 1879, the Record of Rights maintained 
under the said Chapter shall al<o include the 
particulars of every charge on land or interest 
created under a declaration under sub-sections· 
(1), (Z) or (3). 

Explanation.-For the purpose of this section 
"society", shall mean-

(a) any resource society, the majority of the 
members of which are agriculturists and the 
primary object of which is to obtain credit for 
its members ; or 

(b) any society or any society of the class of 
societies specified in this behalf by the State 
Government by a general or special order. 

Insert the words "a mortgage Bank or" 
b!'tween the words "in favour of" and 
"the State Governmf n t ". 

Re-number" sub-s!'ctions (v) ,(vi) and (vii)" 
as sub-~ections "(6), (7) and (8)" res

pectively. 
Insert the words " or any other Act in 
any part of the State '' between the 
words and figure "Act, 1!'47" and 
"th!'re shall''. 



----------------------------------------------------------------------------~~-----------------------· 

Serial 
No. 

1 

52 

Heading and 
Section No. in the 

Act in force. 

2 

24-A. D e d u c t ion 
from sa.lary to meet 
society's claim in 
certain cases. 

Beading and 
Section of the Act· 

as recommended 
by the Committee. 

3 

Section 51. De-
duction from 
salary to meet 
society's claim 
in certain ca sea. 

Full text of the Section in Column No. 3. 

4 

(1) A m<'mber()f a aociet~· may execute an agreement 
in favour of the society providing that his 
employer shall be competent to deduct from the 
sa)R.ry or wages payable to him by the employer 
such amount as may be specified in the agreement 
and to pay the amount so deducted to the society 
in satisfaction of any debt or othet' demand by 
the member to the society. 

(2) On the execution of such agreement the 
employer shall, if so required by the society by 
a requiRit.ion in •Writing and so long as the society 
does not intimate that the whole of such debt or 
demand has been paid, make the deduction in 
accordance with the agreement and pay the 
amount so deducted to the society, as if it were 
a part of the salary, or wages payable on the day 
as required under the Payment of Wages Act. 

(3) If after the receipt of a requiRition, ntade under 
sub-Faction (2), the employer at an:J time fails 
to deduct the amount specified in the requi•ition 
from the salary or wages payable to the member 
concerned or makes default in remi1ting the 
amount deducted t.o the society, the society shall 
be entitled to recover any such amount from the 
employer as an arrear o'f land revenue and the 
amount so due from the employer shtl.!l rank in 
priority in respect of the liability of the employer 
equal to that of tho wR.ges in arre11r~. 

Change. 

5 

Substitute "the society does not intimate 
that the whole of such debt or demand 
has been paid", for the portion ·• such 
debt or demand or any part of it remains 
unpaid" occurring in sub-section (2) of 
the Section 24A. 

Delete the portion "(within fourteen days 
from the date on which such deduction 
is made) " appearing at the end of sub
section (2) of Section 24A. 

Add "sub-section (3)" as mentioned in 
Column4. 

Renumber "sub.sections (3) and (I)" aa 
~·sub-sections (4) and (.j)" respectively. 



53 Section 52. 
not to 
divided. 

Funds 
be 

S eo tion 53. Ap
p r o p r i a. tion 
of profits. 

(4) The provisions of this section shall also apply 
to all such agreements of the nature referred to in 
sub-section {1) as were in force on the date of 
the commencement of the Bombay State 
Co-operative Societies Act, 1957. 

{5) Nothing contained in this section shall apply to 
persons employed in railways (within the meaning 
of the Constitution}, mines and oil-fields. 

No part of the resources, other than the net profit, 
of a society shall be distributed among its members 
by way of bonus or dividend, honorarium or other
wise. 

Sub~titute the portion" the Bombay State 
Co-operative Rocieties Act, 1957 ", 
for the portion " the Bombay Co-opera
tive Societies (Amendment) Act, 1942." 

New. 

(1) A society earning profit shall calculate net profit New. 
by deducting from the gross profits for the year, 
all accrued interest which is overdue for more than 
six months, establishment charges, interest pay-
able on loans and,,eeposits, audit fees, working 
expenses including repairs, rent, taxes and 
depreciation, and after providing for or writing 
off bad debts and losses not adjusted against any 
fund created out of profit. A society may, how-
ever, add to the net profit for the year interest 
accrued in the proceeding years but actually 
recovered during the year. The net profit thus 
arrived at, together with the amount of profit 
brought forward from the previous year, shall . 
be available for appropriation. · 

(2) A ~ociety may appropriate its profit to Reserve 
Fund, any other fund, the payment of dividend 
to the members on their share, to the contribution 
to Educational Fund of the Ilombay State Co
opE>rative 'l"nion, to the payment of bonus on the 
basis of support received from members and non
m ern hers to its business, to payment of honorarium, 
and towards any other purpose as may be specified 
in the by-laws. Provided that no part of the 
profit shall be appropriated except with the 
approval of tho Annual GP-nerall\Iet'ting and in 
conformity with the Act, Rules and By-laws. 



Heading and 
Serial section No. in the 

No. Act in force. 

1 2 

54, Section 39. Reserve 
Fllnd. 

55 Section 38. Restric
tions on dividend. 

Heading and 
section of the Act 
as recommended 

by the Committee. 

3 

Section 54. Re
serve Fund. 

Section 55. Res-
triction on 
dividend. 

Full text of the Section in Column No. 3. 

4 

(I) Every society which does or can derive profit 
from its transacti0ns shall maintain a R<>,ervc 
Fund. 

(2) In the case of Resource or Prcducers' Society 
at least 1/·lth ohhP net. profits of the society each 
yPar bhall be carrkd to the re3orve fund and in the 
case of any other ~ociety at least.l.'lOth of tho net 
profit of the sodety each year bhall be carnfd to 
tho reserve fund, and such reserve fund mav be 
used in its businesa by a society other than a co
operative bank or may be invested ip accordance 
with provision of SPction 58. 

(1) No society ~hail pay a divilifnd out of its net 
profits to its ntentber~ on its share capital at a rate 
exceeding 6! per cent. interest, and no resource 
soci.,ty on a bnsi~ of unlimited liability in which 
the members hold shares, shall pay a di \' i<l<'ml 
until! 0 sears from the date of registration of the 
Rociety have-olapsed. l'ro' iderl that if any con
sumers', producers', housing or farn.ing society 
is unable to pa.y a dividend of 4 per cent. in 
respHct of any year, it may pay additional 
dividend representing the dilfercnl'e between the 
dividend paid fur tllllt year anrl the dividend of 
~ per cent. payaLk, out of profits in future years 

Change. 

5 

Substitute the portion "othrr than a Co
op<'rathe Bank or may be investtd in 
accordance with the provhion~ of Sec
tion 58" for the portion "or may be 
invested subject to thf" provi~ions of 
Section 37, as (the Pro1 incial Gov<'rn· 
ment) may by general or special order 
cl.irect, or may, \\ith previous sanction of 
(the Provincial Government) be used 
in part for some public purpobe likely 
to promote the objects of this Act or for 
some purpo~cs of pro1inciRl or local 
interest" appearing in the five con
cluding lines of sub-section (2) of Sec
tion 3fJ; 

Insert the words "out of its net profits " 
between the words "dividend" and 
"to its members". Also insert the 
words "on its share capital" between 
the words "members" and " at a rate". 

Add the words "interest" at the end of 
the Section 3R. · 

Re-draft thereafter the whole Bection as 
mentioned under Column 4. 

~ 
0 
0 



56 39.A. Contribution to 
educational fund of 
Bombay (State) Co. 
operative Institute. 

Section 56. Contri
bution to educ&t· 
tiona.l fund of tho 
Bombay State Co
operative Union. 

at any time not later than 10 yt>ars immediatt-ly 
sueceed.ing i-he year of sueh deficit. Provided 
further that if any ~ocicty other than a con
sulllcrs', producers', housing or farming society, 
is unable to pay a diddt>nd at IJ! pt>r cent. in 
respe<·t of any yem it may make good the deficit 
by paying an additional di via end out of profits in 
the two yearsinl!lJ.ediately succeeding the year of 
such deficit. 

(2) A socidy may credit in any year a. sum not 
exceeding 2 per cent. on the paid up share capital 
to a fund called the "Dh idend :Equalisation 
~,und" and no withdrawal from such fund shall 
be m'lde ex•ept for the purpose of paying the 
dividend without the predous written sanction 
of the Registrar. 

(3) Notwithstanding anything contai11ed in sub
section (1) a. soq~ty classified either as consumers' 
or producers' Ies·ource or housing, ma;y pay bonus 
to its 111embe1s and persons who art' not members 
to the extent and subject to conditions prescribed 
by the Rules or by-laws of such socit>ties provided 
that no re.murce society on a basis of unlimited 
liability in whi<·h the mein hers do not hold shares 
shall pay any bonus without the general or apecial 
order of the State Gol'ernment in thi11 behalf. 

Ezplanation.-N o soch•ty shall mal<e any paymeht 
under sub-sectionR (1) and (3) or any appropria
tion under sub-section (2) without the sanction 
of the annual general meeting. The annual 
general meeting may reduce the dividend recoJII.. 
mended by the Committe!', bnt it shall not be 
within its powers to declare a higher dividend. 

(1) Every society which declares a dividend to its 
members at a rate of 4 per cent. or more, shall con
tribute towards the educational fund of the Bom
bay State Co-operative Union at such rate as may 
be prescribed. 

Insert article " a " before the word dividend 
in the first line. 

Substitute the word " declares" for the 
word "pa13" in the first line. 



Heading and Heading and 
Serial section No. in the section of the Act 
No. Act in force. as recommended 

by the Committee. 

1 2 3. 

57. Section 42. Contribu- Section G7. Contri-
tion to charitable bution to chari-
purpose. table purpose. 

liS- Section 37. Invest- Section 58. Invest-
ment of Funds. ment of Funds. 

Full text of the Sect: on in column No.3. Change. 

4 5 

4----·-------------------------------------------------------
(2) No society liable to contribute towards the edu

cational fund, shall pay a dividend to its members 
•nless the said contribution is made to the Bombay 
State Co-operative Union. An Officer or Officers 
wilfully f,tiling to comply with the requirement of 
sub-section (1) shall be held personally liable for 
making good the amount to the Bombay State Co
operative Union. 

A society may set aside a sum not exceeding 10 per 
cent. of its net profits, after providing for the re
serve fund as prescribed in rub- ection (2) of 
Section 54 and for the educational fund, as pres
cribed in Section 56 and utilise, with the approval 
of the Bombay State Co-operative Union, from 
time to time, the whole or part of such sum in con
tributing to any co-operative purpose, or to public 
purpose, or to a charitable purpose, as defined in 
Section 2 of the Charitable Endowments Act, 1890. 

(1) A society may invest or deposit its funds-
(a) in a Central Bank or the State Co-operative 

Bank; or 
(b) in the State Bank of India; or 
(c) in the Postal Savings Bank ; or 
(d) in A.ny of the securities speeified in section 20 of 

the lncliA.n Trusts Act, 1882 ; or· 
(e) in the shares or security bonds or debentures 

issued by any other society withlimitedliability; 
or 

Substitute the w)rd "Union" for the 
word "Institute", 

Add "Sub-' ection (2) " as in Col. 4. 

Substitute the figure "10" for the figure 
"20" in sub-clause (a). 

Substitute the word "Union" for the 
word "Institute" wherever it occurs. 

Insert the words "or part " between the 
words " whole " and " of" occurring in 
the first line of sub-clause (b). 

Re-draft. the whole Section as in column 4 
for a better reading. 

Substitute the following for clause (a) :
"(a) in a Central Bank or the State Co

operative Bank, or". 

RJnu:nber" clauge (b)" as" clau.~e (ell". 

Add "sub-clnuses (b) , (c) and (f)". 
Delete the word "of" in sub-clause (c) 

and, insert the words " bonds or 
debentures issued by " between the 
words" security" and" any", 



69. Saciion4I. Provident Section 69. Emp-

GO. 

Fund. loyees' Provident 
Fund. 

Section 60. Power 
to direct a.Biliation 
to a federal 
society. 

(/) in any banking company approved for this 
purpo~e by the Registrar and on such conditions 
as the Regi~trar may lay down from time to 
time; or 

(g) in any other mode permitted by the rules or 
by general or speci&! order of the State Govern
ment. 

(2) Notwithstanding anything contained in sub
section (1), the Regi~trar may order a society 
or a class of societies to invest funds in a particular 
manner or may lay down condition.~ regarding the 
mode of investment of such Fund. 

(1) Any society may e.;tabli•h a provident Fund for 
its employees into which shall be paid the contri
butions made by its employees and by the society. 
Such provident f~J!ld shall not be used in the busi
ness of the society and shall not form part of the 
assets ofthe society and shall be invested under the 
provision of Section 58 and shall be administered 
in the manner prescribed. 

(2) Notwithstanding anything contained in sub· 
section (1), a provident fund egtablished by a. 
society to which the Employees Provident Fund 
Act, 1952, is applicable shall be governed by· 
that Act. · 

The Reghltrc.r may, by general or special order, direct 
that all or any of the societies situated within a 
specified area shall be affiliated to a Federal Society 
or Federal Societies in such manner and on such 
conditions as the Registrar may, by general or 
special order, determine from time to time. The 
constitution and functions of a Federal Society in 
respect of which an order of compulsory affiliation 
is made shall be regulated by him. 

Re-draft sub-clause (c) thereafter as in 
sub-clause (e) under Column 4 and re
number it as" (e)". 

Substitute "sub-• lause (d)" by "sub
clause (f) " as in Column 4. 

Re-number "sub-clause (e) " as "sub
clause (g) " as shown in Column 4. 

New. 

Substitute the word "employees" for the 
words " members or of'licers or servants" 
in the first and second lines and re-draft 
the Section as in section 59 under Colu~ 
4. 

New. 



Serial 
No. 

1 

61. 

Heading and 
section No. in the 

Act in force. 

2 

Section 51. Bar of 
1uit in winding up 
and dissolution mat
ters. 

Heading and 
section ofthe Act 
as recommended 

\)y the Committee. 

3 

Section 61. Bar of 
Jurisdiction of 
Courts. 

Full text of the Section in column No.3. 

4 

(I) Save in so far as is expressly provided in this Act, 
no Civil or Revenue Court shall have any juris
d'ction in respect of-
(a) the registration of a society or its by-laws, or 

of any amendment of its by-laws, or the dis
solution of the committee of a society and the 
management of the society on dissolution there
on; cr 

(b) any dispute required to be referred to the Re· 
~istrar or his nominee or board of nominees for 
decision; 

(c) any tn~ttter concerned with the winding up and 
dissolution of a society. 

:2) While a .~ociety is being wound up no suit or other 
legal proreeding relating to the business of such 
society Khall be proce ded with or institutedagainst 
the society or any member thereof on any matter 
touching the affairs of the society, except by leave 
of the Rogi~;trar and subject to stu·h terms as he 
may impose. 

(3) All orders, decisions or aw111·ds pas,ed in accord
ance with this Act or the rules shall be final sub
ject to the provisions for appeal in this Act and 
such order, deciHion or award, shall be liable to be 
challen).lcd, set a~ido, modified, revised or declared 
void in any court upon merits or upon any 
grounds whatsoever except for want of jurisdiction. 

Change. 

5 

Save in respect of sub-section (2) and sub
clause (c) of sub-section (1) of section 
61 which correspond in substance with 
the provisions of section 51 (deleted), 
the new section represents new aspects 
whereof the jurisdiction of courts is 
barred. 



63. 

Section 62. 
authority 
society. 

Final 
of a 

Section 12. Annual Section 63. Anr.ual 
General Meeting. General Meeting. 

CHAPTER V 

liiANAQE)!ENT ('I' SociETIEg 

subje~t to the provisions in this Act and the Rult>s, 
the final authority of every society shall vest in 
the general body of members in General Meeting 
summoned in such a manner as may be specified in 
the by-law~. 

Provided that where the bye-laws of a society 
provide for the t-!ection of delegates of such mem
bers, the final authority may vest in the delegates, 
of such members elected in the prescribed manner 
and assembled in general meeting. 

(I) Every Society shall, within a period of three 
months after the date fixed for making up its 
accounts for the year under the Rules for the 
time being in force.l call a general meeting of its 
member; ··r 

Provided that the Registrar may, by general or 
special order, extend the period for holding such 
m!leting by a period not exceeding three months. 

(2) At every annual general meeting of the society 
the committee of the society shall lay before the 
society a balance sheet and profit and loss account 
for the year in the manner prescribed by the Re- -
gistrar by general or specific order for class or 
classes of societies. 

Explanation.-In the case of a society not carrying 
the business for profit, an income and expendi- -
ture account shall be placed before the society 
at the annual general meeting, instead of profit 
and loss account and the references to profit and 
loss account, profit, and loss in this Act, shall be 
construed in relation to such a society as refer
ences respectively to the "income over expendi; 
ture ",and "excess of expenditure over income". 

-·- ;:_ --X-----~--·--· --•-- -- ___ ....,....___r-::---,-__,.--,---

New. 

Add "sub-sections {2), {3) and 
as shown in Column 4. 

(4) .. 

In view of insertion of sub-sections as 
aforesaid, "renumber sub-section (2) of 
section 12 as sub-sec. (5) ",inSertion (63) 
(new) and insert the words " or in com
plying with sub-sections (2), (3) and (4)" 
betw.'<-!1 the words and figure "sub-sec. 
tion (1)" and" the Registrar" in the 
second line. Again add the words " and 
comply with sub-section• (2),(3), and (4)" 
between the words " and " and " and 
who " in the fourth line. 

Substitute the words and figures "to 
comply-with sub-sections ( 1) ,{2) ,( 3) and 
(4)" for the words " to call such 
meeting." 

Substitute "sub-section (5)" for "sub
section (2)" in the first line of sub· 
section ( 3) and renumber it as "Sub· 
section (6) ". 



Serial 
N'o. 

1 

Heading and 
section No. in tht'l 

Act in force. 

2 

Heading and 
section ofthe Act 
all recommended 

by the Committee. 

3 

Full text of the Section in column No.3. 

4 

(3) There shall be attached to every balance sheet 
laid before the society in a general meeting, a 
report by its Committee, with respect to (a) state 
of the society's aflairs; (b) amounts, if any, 
which it proposes to carry to any reserve either 
insuch balance sheet or any spec;flc balance 
sheet ; and (c) the amounts, if any, which it recom· 
mends, should be paid by way of dividends, bonus 
and honorarium to the honorary workers. The 
Committee's report shall also deal with any 
changes, which have occurred during the year for 
which the accounts are made up, in the nature 
of the society's business. The Committee's 
report shall be signed by its Chairman or any 
other member authorised to sign on behalf 
of the Committee. 

(4) At every annual general meeting, the balance 
sheet, the profit and loss account, the Auditor's 
report and the Committee's report, shall be placed 
for adoption and such other business will be 
transacted as might be laid down in the by· 
laws and of which a due notice has been given. 

(G) If default is made in calling a general meeting 
within the period or the extended period, as the 
case may be, as prescribed under sub-section (1), 
orin complying with sub-sections (2), (3) and (1), 
the Registrar may by order declare any officer or 

Change. 

5 



Section 13. Special 
General Meeting. 

Section 64. Special 
General Meeting. 

member of the Committee whose duty it was to 
call such a meeting and comply with sub-sections 
( 2), (3) and (4)and who without reasonable excuse 
failed to comply with .mb-sections (1), (2), (3) 
and (4), d•squalified for being elected and for 
being an officer or mPmber of the Committee 
for such period not exceeding 3/eurs, as may be 
spectfled in such an order and, i the officer is a 
servant of the society, fine him to an amount 
not exceeding one hundred rupees. 

(6) Any fine imposed under 1 u b-section ( .5) may be 
recovered in the manner provided by the Code 
of Criminal Procedure, 1898, for the recovery of 
fines, imposed by a Court as if such fine was 
imposed by a Court. 

( 1) A special general meeting may be called at eny 
time by a mt jority of the Committee and shall 
be c;dled w,thin one month, (i) on the requisi
tion in writing of ·Jlne·fifth of the members of 
thesociety,orofmembers the numberof which 
is specified in the bye-laws fort he purpose, wh'ch· 
ever is lower, or (ii) at the instance of the 
Registrar, or (iii) in the case of a society, wh!ch 
is a member of a federal society, at the instance 
of the Committee of such Federal Society. 

(2) Where any officer or a ·member of the Com· 
m'ttee whose duty it was to. call such meeting 
and who, without reasonable excuse, failed to call 
such meeting, the Registrar may by an order declare 
such officer di,qualifi, d for being a member of the 
Committee for such period not exceeding three 
years as may be specified in such order and if the 
officer is a servart of the society, impose . a. fine 
_BO~ CX()_eedi;o.g ~ne · hundre<J J."upees, . . 

Substitute "Sub-clause (i)" under sub· 
section (J) as in Col. 4, for "sub-sec· 
tion ( 1) of eeoti.on 13.•• 

Re-number "sub-section (2)" as "sub· 
claust (ii)" of ~ub-section (1) as in 
Col. 4. 

Substitute the words "The Committee" 
for the words "an officer" in tub· 
section ( 3) of section 13 and renumber it 
as Rub-clause (iii) of section 64 as 
ip..Col. 4:. 

Add "sub-sections (2), (3) and (4)" as 
in Col. 4. 



Heading and Heading and 
Full text of the Section in column No.3. Change. Serial section No. in the section of the Act 

No. Act in force. as recommended 

1 2 
by the Committee. 

3 4 5 

(3) If the Committee or an officer or officers of the 
society refuse or fail to call a meeting in accord-
anoewiththesection 63, or 64 (I),or if in the 
opinion of the Registrar, there be. no Committee 
or officer or officers competent under the Act, 
Rulesand by-laws to call th meeting orifthere 
be a dispute regarding the competence of the 
Committee, officer or officers to call the meeting 
the Registrar A hall have the power to call the 
meeting himself, in such manner and at such 
place and time as he may direct and forcon~ider-

~ ingsuch matters a" may be specified by him. 0 
At such meeting, the Registrar may e;ther preside 00 
himself or authorise some other person by an 
order in writing to preside and the Registrar or 
the person authoried by him to preside, shall 
have the power to <'onduct the meeting, and any 
resolution passed at the meeting sha:Jl be valid. 

(4) The Registrar shall have the power to order that 
the expenditure incurred in calling the meeting 
under •ub-section (3) shall be paid out of the 
funds of the society or by such person or persons 
who, in the opinion of the Registrar, were res-
ponsible for the ref uRal or failure to convene the 
meeting under sections 63 and 64. 

iii -- Section 65. Com· 'l'be management of every society shall vest in a New. 
mittee, its powers Committee oonMtituted in accordunce with this 
and functions. Act, the Rules and by-laws which shall exerciEe 

such powers and perform such duties as m~y be 
conferred or imposed rospectively by this Act, 
the Rules and the by- Ia\\ s. 



.... 

67 

Section 66. Vali· 
rtR.tion of acts. 

Section 67. Power 
to appoint Govern· 
ment nominees .• 

(I) No act of a society or a Committee or any New, 
officer done in good faith in pursuance of the 
business of the society sha II be deemed to be 
invalid by reason only of some defect snbse· 
q•tently discovered in the organisation of . the 
society or in the con•titution of the Committee or 
in the appointment or election of the officer or 
on the ground that such an officer was disqualified 
for his offiN'. 

(2) No act done in good faith by any person 
appointed under this Act the Rules and the by· 
laws shall be invalid merely by reason of the fact 
that his appointment has been cancelled by or 
in consequence of any order subsequently passed 
under this Act, Rules and the by-laws. 

(3) The Reg"strar shall decide whether any act was 
done in good faitp.in pursuance of the business 
of the society and 'his decision 8hall be final. 

Where the State Government has subl<cribed to the New. 
share capital of a society, directly or through 
another society, or has guaranteed the repayment 
of the principal and payment of interest on 
debentures issued by or loans rai~ed by a society, 
the State Government shall h~ve the right to . 
nominate not more than three representatives on 
the Committee of such a society in such manner 
as m1y be determ'ned by the State Government 
from time to time. The members so nominated 
shall hold office during the pie sure of the State_ 
Government or for such period as may be specified 
in the order under which they are appointed 
and such member on assuming office sha II have 
all rights, duties, responsibiJ,ties and liabilities 
as if he is a member of the Committee duly 
elected. 



Serial 
No. 

1 

68 

Reading and 
section No. in the 

Act in force. 

2 

Heading and 
section of the Act 
as recommended 
by the Committee. 

3 

Section 68. Suspen
sion of Committee. 

Full text of the Section in column No.3. 

(1) If at any time, whether in the course of or 
after an inquiry held under Section 80 or inspec
tion made under section 81 or audit, the Registrar 
has reason to believe that the Committee or any 
of its members or any officer is mis-managing or 
has mis-managed the affairs of a society or is 
negligent of the performance of the duties, imposed 
on it or him, as the case may be, by the Act or 
the Rules or the by-laws or is otherwise acting 
in a manner likely to be prejudicial to the interest 
of the society or is otherwise not functioning 
properly, the Registrar may give notice to the 
Committee or any of its members or any officer 
to show cause why it should not be dissolved and 
any of its memb•·rs or any officer: should not be 
removed from office : 

Provided that where the Registrar is satisfied that 
the issue of such a notice is likely to result in the 
frittering away of the assets of the society or in 
the distruction or misplacing of the record of the 
society, the Registrar may dispense with the issue 
of notice to the Committee or any of its members 
or any officer, as the case may be. 

(2) If after giving such notice subject to the proviso 
in sub-section (J) and after considering the expla
nation, if any, given by s11ch person, the "Registrar 

Change. 

New, 



is satisfied that the Committee or any of its 
members or any officer is mis-managing or has 
mis-managea the aflairs of the society or is negli
gent of the performance of the duties imposed on 
it. or him, as the case may be, by the Act or the 
Rules or the by-laws or is otherwise acting in 
a manner likely to be prejudicial to the interests 
of the society or is otherwise not functioning 
properly, the Registrar may, notwithstanding 
anything contained in this Act or the Rules or the 
by-laws, dissolve the Committee and remove all 
its members or remove any of its members or any 
officer from the office and direct the Committee or 
any of its members or any officer to hand over the 
charge of the records and properties of the society 
to a person or persons appointed by him for 
holding the same in custody . 

. -
(3) If the Committee ·;hich has been dissolved under 

sub-section (2) or any of its members or any 
officer who has been removed under sub-section 
(2) refuse to hand over charge of the records and 
properties to the person authorised by the 
Registrar under sub-section (2), person or persons 
so appointed by the Registrar may apply through 
the Registrar to the Magistrate, within whose 
jurisdiction the society functions to take step. ta 
secure the records and properties and the Magis
trate may for this purpose enter and search any 
place where he has reason to believe that they 
are kept and may by warrant authorise any 
police officer, not below the rank of sub-Inspec
tor, to enter and search in such place or to seize 
such records and properties. The records and 
properties so secured shall be handed over to the 
person or persons authorised by the Registrar as, 

. the case may be. 

--------------------------------------------~------------------
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2 
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as recommended 
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Section 69. Nomi· 
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Full text of the Section in column No.3. 

4 

(1) Where a Committee of a society has been dissol- New. 
ved and removed from office or any ofits members 
or any officer has been removed from office under 
Section 68, the Registrar may appoint new 
Committee consisting of one or more members of 
the society or appoint a member or members of 
the society or officer or officers as may be con
sidered necessary in place of the member or 
members or ·officer or officers so removed and 
su<,h person, or persons, as the case may be, shall 
hold office for a period not exceeding 2 years, as 
may be directed by the Registrar, from the date 
of his or their ~ppointment. 

Provided that the R•'giRtrar may from time to time 
extendsuch period,butthetotal period of the 
appointment including the extended period shall 
not exceed 3 ye11r;; in the aggregate : 

Provided further that the Registrar may, if he 
is satisfied that it is not necessary in the interest 
of the society to have it' affuirs munaged by the 
person or persons a ppo:nted under th 's sub-~ection, 
oancel the order and the p~rson or pN'sons so 
appointed shall cease to hold office notwithstand· 
ing the period for which such p~r11on or persons, as 
the cnse m!ly be, were so appointed. 

(2) Person or persons so appointed under sub-sec
tion ( J), shall o.ubject to lhc control of the 
Regi.strur and to such instruttions as be may 

Change. 

5 



70 Ap· Section 70. 
of pointment 

Ap· 
of 

Section 46B. 
pointment 
Administrator. Administrator. 

from time to time give, perform tLe duties and 
exercise the powers ofthe members of the Com· 
m;ttee or officers of the society, as the case may be, 
notwithstanding anything containPd in the by· 
laws ofthf' soc:etyregarding the quaJ:ficationi! of 
members for being members of the Committee. 

(3) The Registrar m·•y fix the renumeration pay· 
able to the p?rson or persons ~o appointed and 
the amount of s1,;ch re· r.uneration and the other 
co~t, if any, ineurred in the management of the 
society shall be payable from the fnnds of the 
soeiety. 

(4) Where a Committee has been appointed by the 
Registrar under Sub-se,·tion (J), the Committee 
shall, before the expiry of the period of its appoint .• 
ment, arrange for the constitution of a new 
Committee in accordance with the by-laws of the 
society and shall hand over the charge of the 
records and prop6i;tieR to the new Committee at 
the expiry of the period of its appointment. All 
acts done or purported to be done by the Com
mittee appointed under Sub-section (1) during 
th' perho the affairs of the society were carried on 
by the Committee shall be binding on the new 
Committee and soc:ety. 

(1) Where the Registrar has suspended a Committee 
of a society under Section 68 and is satisfied · 
that it is <ie<irable in the interest ofthe society to 
have its affairs managed by an Administrator, the 
Re~istrar may, by an order published in the 
Official Gazette,appoint an Administrator to carry 
on the a flairs of the soc'ety. The Administrator 
so a ppo'nted need not be a member of the society 
and shall hold office for such period not exceed· 
ing 2 years as may be specified by the Registrar: 

Provided that the Registrar may from time to 
time extend such period, but the total period of 
his appointment including an extended period 
shall not exceed 3 years in the aggregate. · 

Su}>stitute the word "Registrar" for the 
·words "The State Government " 
wherever they occur. 

Re-draft the whole Section as Section 70 in 
view of its being linked up in effect 
with Section 68 to embody the substance 
ofSection·46B. · 
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lleaCiing and 
section No. in the 

Act in force. 

2 

Reading and 
section of the Act 
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by the Committee. 

3 

Full text of the Section in column No.3. 

2) The Administrator may be assisted and advised 
by such persons not exceeding five as may be 
appointed by the Reg strar and shall, subject to 
the control of the Registrar and to such instruc
tions as he may from time to time give, exercise 
all the powers and perform all the functions of the 
Committee of the society. 

[3) The Registrar may fix the renumeration pay· 
able to the Administrator and person or persons 
appointed to assist and advise him and the 
amount of such renumeration and any expenses 
of the management shall be payable out of the 
funds of the society within such time or at such 
intervals as the Registrar may fix. If such renu
meration or expenses are not paid out within 
the time or at the interval fixed, the Registrar 
may make an order directing the person or per
sons having custody of the funds of the society 
to pay to the Administrator such remuneration 
and expenses in priortty to other charges, except 
i;]ae land revenue, the arrears of the land revenue 
or any sum recoverable from thesocietyasarrears 
efland revenue and he or they shall, so far as 
thefunds to the credit ofthe society admit, 
comply with the order ofthe Registrar. 

(4) If at any time du<ing any period or extended 
period, referred to in sub·St>ction (I) it appears to 
the Registrar that it is no longer necessary to 
co 1tinue to carry on affairs of the society u 
aforesaid, the Registrar may by an order direct 
that the management of the society shall be 

Change. 

5 
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Seoti-'.1 71. 
intment 
Manager, 
ta.ry and 
officers. 

.Appo
of 

Secre
othor 

Section 72. Regis
trar's pol er to 
determine terms 
ofemployment in 
societies. 

handed over to & duly constituted Committee. 
Upon the e~ection of such Committee, the 
Administrator shall hand over all the records and 
properties to the CJmmittec so elected and aU 
acts do:1e or purported .o be done by the 
.Aiministrator during the p~riod the ad'airs of 
the society \lere carried on by them shall be 
binding on such C'>mmittee and the society. 

(I) No society shall appoint a ~hnager, Secretary 
.Accountant or any other officer unless he holds 
the qualifications which the Registrar may pre· 
scribe from time to time for the employees or a 
class of employees of any society or class of 
soPiotics. 

(2) Where the Registraris satisfied that a society 
is unable to appoint a p3rson so qualified ae. a 
Manager or S.•cre,t.D.ry or an Accountant or any 
other Officer, he n'tay direct the society to appoint 
such a person as he may consider fit for being 
appointed and on Ruch terms as he may deem fit 
and the society shali be bound to appdnt such 
aper~on. 

New.. , 

(I) 'lhe Registrar may from time to time frame New. 
r!.lif's governing the terms oi employment and 
working conditions in as Kliety or a class of socie-
ties anti the society or the class of societies t& · 
which such terms of emp•oyment and of working 
conditions are applicable shall comply with the 
order that may be issued by the Registrar in this 
behalf. 

(2) Where dispute including a. di~pute regarding 
tern.s of employment, llorking conditions and · 
disciplinary action taken by a society arises 
between a society ancl its employees, the Regis
trar or any offidal appointed by ilim not below 
the rank of Assistant Registrar shall cleride the 
dispute and his decision shall be bim1ing on the 
soPiety and its employees. 
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Section 73. Regis
trar's power to 
enforce perform
ance of obliga-
tione. · 

Full text ofthe Section in column No.3. 

4 

(1) The Registrar may direct any society or class 
of societies to keep proper books of accounts 
with respect to all sums of money received and 
expended by the society and the matters in 
respect of which the receipt an<l expenditure take 
place, all sales and purchases of goods hy the 
society and assets andliabilitic~ of the society and 
to furnish such statement and returns as he may 
reql.ire from time to time and the officer or officers 
of the society shall be bound to comply with his 
order within the period specified thertin. 

(2) Where any society is required to take any action 
under this Act, the Rules or the by-laws or to 
comply with the order made under sub-section(l), 
and such action iR not taken-

(a) within the ti..ne provided in this Act, the Rules 
or the By-laws, or 

(b) where no time is so provided within sue h time 
having regard to the nature arod extent of the 
action to be taken, as the Registrar may specify 
by notice in writh1g, 

the Registrar may himself or through a person 
authorised by him take such action at the expense 
of the society and such expense shall be recover· 
able from the society as if it were an arrea.r of 
land revenue. 

Change. 

5 

New. 



74 Section 74. Regis
trar's power to 
seize records etc. 

(3) W'here the Registrar takes action under sub
section ('?), the Registrar may call upon the 
officer or officers of the society whom he considers 
to be responsible for not complyin~t "ith arb· 
section (1), and, after giving such officer or officers 
an opportunity to be heard may require him or 
them to pay to the society the expenses paid or 
payable by it to the State Government as a result 
of their failure to take action and to pay to the 
assets of the society such sum not exceeding 
Rs. 25 as the Registrar may think fit for each day 
until Registrar's directions are carried out. 

(1) Where the Registrar is satiRfied that the books New. 
and records of a society are likely to be tampered 
with or destroye<t and the funds and property 
of a society are likely to be misappropriated or · 
misapplied, the Re!(istrar may issue an order 
directing a person duly authorised by him in writ-
ing to seize and take possession of such books and 
records, funds and property of the society and the 
officer or officers of the society responsible for the 
custody of such books, records, funds and property 
shall give delivery thereof to the person so au tho· 
risE d. 

(2) Any officer or officers of such society failing to 
comply with the Registrar's order made nnder 
sub-section (1) shall be liable to be punished "ith 
impriRonment extendirg up to 6 months or with 
fine which may extend to Rs. 1,000 or both. 



Serial 
No. 

Heading and 
section No. in the 

Actin fomP. 

2 

heading and 
section of the Act 

__ a~ recomm!lJI.d~d~ 
by th~ Committee. 

3 

Full text of the Section in column No.3. 

4 

CHAPTER VI. 

AUDIT, INQUIRY, INSPECTION' AND SUPER\.ISION. 

Se~tion 22. Audit... St-ction 75. Audit 
and Auditfet-. 

Section 22. Audit.... Section 76. Powers 
and duties of 
auditors. 

(1) The Registrar shall by himself or some person 
authoristd by him in writing by general or special 
ordJr in this behalf audit the accounts of every 
society once at least in every year and shall 
rer.over from such society such fees as may be 
prescribed. 

(2) Notwith~t~.nding anything contained in sub· 
section (1) ,every society having a working rapita} 
of Rs. 1,00,000 and over shall appoint an Auditor 
to audit its accounts for the financial year and 
the report of such auditor shall be placed before 
annual general meeting following the completion 
of the fiaancialyear. The Registrar may, however, 
for reasons stated in the order, exempt a society 
or a class of socit·t.ies from the. provision of 
sub-section (2). 

(1} The Registrar or any person appointed under 
section 75 to audit the account8 of a society shall 
have free access to the books, accounts and vou
chars of such society and shall be allowed to verify 
i tsca~h balances and securities and slu\11 be entitled 
to require the production ofany book or document 
relating to the affairs of the society by an ofticer, 
agent, or servant or member in possession of such 
book, document, cash or Sl•curities and summon at 
the time of his audit any office!', member, agent, 
or servant of the society who he has reason to 

Change. 

5 

The section 22 has been bifurcated into 
two new sections viz., Section 75 and 76 
as shown in column No. 4. Moreover, 
additional portion has been added as 
"sub-seotiun (2) of section 75 ''and sub
section (3) and (4) of section 76" as 
shown in column 4. The two 6ections 
viz., section 75 and section 76 have 
been so drafted as to give more details of 
the substance contained in section 22 
with a provision for a penalty in case of 
defaults. 



Section 77 Audit{)r's 
Report. 

bdieve can give valuable information in regard 
to any transaction of the so~icty or thP. manage· 
ment of its affairs. 

(2) Every oll1cer, agent or servant shall furnish to 
the Registrar or any other perNon appointed to 
audit the acrounts of a society under section 75 (1) 
all such information and explanation as to its 
transactions and working as the Registrar or su~h 
perRon may require. The Committee of such 
aociety shall also supply him a list of the assets 
together with their value certified as corrtct. 

(3) Any officer, agent or servant failing to comply 
with the requirements of sub-section (2) shall be 
punishable with fine which may extend toRs. 100. 

(4) The auditor app~inted under section 75 shall 
have the right to rereive all notices and every 
communication relating to the annual general 
meeting of the society and to attend such meeting 
and to be heard t&ereat in respect of any part of 
the business witJi.•which he is concerned as an 
auditor. 

(I) TheAuditorshallmake areporttothemembers New. 
of th3 ~ocit.ty on the accounts examined by him 
and on every balance sheet and profit and loss 
account which are placed before the society's 
general meeting during the tenure of office ~Lnd 
the report shall state whether in his opinion and. 
to the best of his information and according to th"e 
explanations given to him, the said accounts give 
theinLrmation required bythif Actin the manner 
so required and give true and fair view (i)in tho 
case.:fthe balance sheet of the state of thesociety'e 
affairs a11 at the end of the fi.r:ancial year; and 
(ii) in the case of profit and loss account, of the 
profit or loss for its financial year. 

(2) The Auditor's report shall alPo state-
( a) whether he has obtained all the information 

ap.d explanations which to the best of his know- . 
ledge and belief were necessary for the purposes 
of his audit, 
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Full text of the Section in column No. 3. 

4 

(b) whether, in his opinion, proper books of 
accounts as required by the Act, Rules and the 
bye·la"'s h11ve been kept by the society so far 
as it appears from the examination of those 
books, and 

(c) whether the society's balance sheet and profit 
and loss acc.Junt dealt with by the report are 
in agreement with the books of accounts and 
returns. 

(3) Where any of the matters referred to in sub
section (2) is answered in the negative or with a. 
qualificat\on, the Auditor's report shall state the 
reasons for the answer. 

(4) The Auditor's report shall be read before the 
society in a general meeting and shall be open to 
inspection by any member of the society. 

(5) In addition t~ the report referred to in sub
se<'tions (1), (2), (3) and (4) the Auditor shall sub
mit a memorandum to the Committee of the 
~ocicty and the Registrar in the prescribed fonu 
on the audit of the Accounts of the society made 
by him 11.nd the said report shall give full parti
culars of-
( a) every transaction which appears w bo 

contrary to the Act, or the Rulee or the bye·laws, 
(b) every sum which ought to have beon but has 

not been brought into account, 

Chang(', 

5 



Seot.ioo 22-A. Regis
trar to bring defoota 
cliacloeed in audit to 

·DOf.ioe of IIOOiety, 

"Section 78. l'enalty 
for Auditore. 

Section 79. Reotill· 
cation of defecta 
in accounts. 

(c) the amount of any dell.den~y or loss whit·h 
appears to have resulted from any negligence 
or misconduct ar to require further invcll• 
tigation, 

(d) any money or property belonging ·to the 
society which appears to him to be bad or 
doubtful, and 

(e) any other mai~r prescribed. 
If any report Is made or any document ofthe aociety New. 

Is signed or authenticated by the auditor other
wille than in conformity with requirementa of 
section 77, the Auditor concerned who sign1 the 
report or aigna or auth nticatea the documents, 
shall, if the default ia wi ful, be punishable with 
fine which may extend to Ra. 1,000. 

(1) If the result of the audit held under aection 75 
discloaes any defects tn the working of a aociety, 
the aociety lb,p.ll within three months from ·the 
date of audit report, explain to the Registrar 
the defect& or the irregularities pointed out by 
the auditor and take steps to rectify the defect& 
and remedy irregularites and report to the 
RegiBkar the action taken by it thereon. The 
Re!Jistrar may also make an order directing the 
IOCltlty or ita officers to take auch action, aa may 
be apeoitied in order to remedy the defects, within 
the time lpecitied therein. Where the society· · 
eonoerned Ia a member of a federal society 'such 
order shall be made after con1ulting the federal 
society. 

(2) Where the society faila to rectify the defects 
as directed by the Registrar or to the satisfaction 
of the Registrar, the Registrar may himself take 
steps to have the defects rectified and may recover 
the cost thereof from the officer or oftlcere of such 
society, who in his opinion has or han failed to 
rectify the defect.. 

Inaert the words " the society ahan 
within three month• from the date of 
audit report explain to the Registra1 
the defects or the irregularities pointed 
out by the auditor and take steps to 
rectify the defeota and remedy irregu· 
Jaritiea and report to the Registrar,. 
the action taken by it thereon ", between 
the words " a society" and " the Regis
trar" occurring in the second line of 
Section 22-A. Thereafter delete 
the wqrda " the Registro.r may bring · 
such defects to the notice of the society 
and if the society ia a member of the 
federal society also to the notice of the 
federal society " in the second, third and 
the fourth linea of 6ection 22-A. 

Add" EUb-aection (2} " as shown to column 
4. 
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Section 43. Inquiry by Section 80. Inquiry 
Registrar. lby Regisku. 

Full te~t .of the~ Section. in column NQ . .3:: 

4 

(1) The Registrar inay of his own motion by himself 
or by a person duly .authorised by him in writing 
in this behalf hold an inquiry into the constitu
tion, working and financial conditions of a society. 

(2) Th Registrar. shall hold such an inquiry as is 
qontemplat~d in sub-se.ction {1) of this Section. 
(a) on. the, r.equisition of the Federal society. in 

respect of a society which is or it. its member 
. f!,nd.is C!f the.same class as that ofsuch Federal 
Society. . . 

(b) Q~ the a,pplicatiop. oftw.o-fifths of the members 
of the. committee. of the. society. 

(c) on. the application of one-fifth o~ 100 which. 
· ever.is leBB, of the members.of a years' standing 

Qf the society. 
Provided that. no, application under.sub-clause (b)· 

and (c) shall be valid unless the persons making 
~he application deposit such security for cost, 
if any, as the Registrar may direct. . · 

Explanation -For the. purpose. of sub-clause. (c) 
in the case of a Federal Society, the majority from 
llomongst the members. making the application 
shall· be societies. 

(3) (a), All officers, members, and past members of 
tpe society relating to, which an inquiry is held 
and. any othe~ person who, in the opinion of the 
officer holding the. inquiry is in possessioJ1 of 
information, books ~nd papers relating . to the 
society. shall furnish such information as is in 
their possession and produce all books and papers 
relatinl!' to the societv which are in thoir "'"'t.nil"' 

Change. 

5 

Substitute." Sub-Glause (a) " as. in column 
4 for ·~ Sub-clause (a) in Section 43 ", 

Substitute. t,he. word11 " two-fifths of: the 
members "·for. the words " a ma,jority.,. 
in. Sub:clause (b). of Sub-Section (2). of 
Section 43, 

Substitute " Sub-clause. (c) •1, of• ~Sub
section (2) as in. column 4 fol' correspond
ing. sub-clause. in. Sub-Section (2). .. · 

Add '' pr:oviso. and Expl~na.tiop..:•, to ~ub
section (2) as in column 4. · 

Substitute "sub-section (3) " as in column 
4 for " sub-section (3) ". 



=81 Section 44. Inspection Section 81. lnspec· 
of books of indebt· tion of books of 
ed BOciety. bulebted_ society. 

or power and otherwise give to the officer holding 
an inquiry all assistanee in connection with the 
inquiry which they can re.tsonably give. 

(b) If any su h person refuses to produce to the 
Registrar or any person authorised by him· under 
sub-section (1) any book or papers which it is 
lals duty under sub-clause (a) to produce or to 
answer any question which is put to him by the 
Registrar or the person authorised by the Registrar 
in pursuance of sub-clause (a) the Registrar 
or th p· rson authoris• d by th• R gi•tra• may 
certify the refusal and the Registrar, after hearing 
any statement which may be offered in defence, 
punish the offender with a fine not exceeding 
Rs. 500. 

(4) The report of any inquiry under this section 
shall be communicated to the society in respect 
of which an inquiry is held and to the person at 
whose instance tlt.e inquiry was ordered and to the 
Federal. Society,"• 

(1) The Registrar may, if he deems necessary on 
the application of a creditor of a society inspect 
or direct some person, authorised by him by order 
in writing in this. behalf to inspect the books _ot; 
the society ::. , . · · 

Provided .that, 

Substitute the word " report " for the 
word "result" in sub-sectioq. (4). and, 
also the portion " in respect of which 
an inquiry is held' and to the . person at 
whose instance the inquiry was ordered, 
and to the federal society " in sub.
section 4, for the words ~· whose affairs. 
have been investigated " ·appearing in, 
the corresponding section. 

(a) The applicant satisfies the Registrar that the · Insert the words " if he deems necessary" 
debt is a sum then due, and that he has demand- · between the words " may " and "on " 
ed payment thereof and has not received satis- in the first line of sub-section (1). ·-- · · 
faction within a reasonable time ; and · 

(b) the applicant deposits with the Registrar 
such sum as security for the costs of the proposed 
inspection as the Registrar may require. 

(2) The Registrar shall communicate the result 
of any such inspection to the applicant and to the 
society whose books have been inspected. 

Substitute the word " applicant" for the 
word• " credit or " and add thereafter 
the words" and the socie~y whose books 
are inspected " at ~he end of sub-section 
(2). . 

-------------------------------------------------------
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Full text of the Section in coluntn No.3. 

4 

(1) Where an inquiry is held under section 80 or an 
inspection is made under Section 81, the Registrar 
may apportion the costs, or such part of the costs • 
as he may think right, between the society, the 
members or creditors, demanding the inquiry or 
inspection, the officers or former officers and the 
members or past members or the estate of the 
deceased members of the society ; 

Provided that'-
(a) No order of apportionment of the cost shall be 

made under this section, unless the society or 
persons or the legal representative of deceased 
person liable to pay the costs thereunder has or 
have been heard or has or have had a reasonable 
opportunity of being heard; 

(b) The Registrar shall state in writing the grounds 
on which the costs are apportioned. 

(2) No expenditure from the funds of a sodety shall 
be incurred for the purpose of defraying any cost in 
support of any appeal preferred by any person 
other than the society against an order made under 
sub-section (1). 

Change •. 

5 

Insert the words " or the estate of the 
deceased members " between the words 
"members " and "of" in the fourth 
line of Section 4S. 

Delete the portion "1-nd may also provide 
that the costs or any part thereof (in 
particular any fees which may be payable 
to any person authorised as aforesaid t<,> 
hold the inquiry) shall be ps.id in the 
first instance from the funds of the 
society and then recovered an4 repaid to 
the society." 

Insert the words " or the legal representa
tive of deceased person " between the 
words " person " and "liable " in the 

· 2nd line of sub-clause (a). 

(3) The orders or awards passed by the Registrar .Add" sub-clauses(2) and (J)"as in ooluiWl 
under this section shall not be called in question in 4. 
any Civil Court. 



83 Section 46. RecoTery Section 83. Reco-
of coats. Tery of costs. 

84 Section 46-.A. Registrar 
to bring defects 
disclosed in inquiry 
or inspection to 
notice of society. 

Section 84. Regis
trar to bring 
defects disclosed 
in inquiry or 
inspection to 
notice of society. 

.Any sum awarded by way of costs under Section 82 
may be recovered, on the application by the 
Registrar to a liagistrate having jurisdiction in 
the place where the person from whom the money 
is claimable resides, or carries on business by the 
distress and sale of any property within the limits 
of the jurisdiction of such Magistrate, belonging 
to such person, and such lfagistrate shall proceed 
to recover the same in the same manner as if it were 
a fine imposed by himself. 

(1) If the result of any inquiry held under section 80 
or an inspection made under Section 81 discloses 
any defects in the constitution, working or finan• 
oial condition or the books of a society, the 
Registrar may bring such defects to the notice of 
the society and, if the society is a member of a 
Federal Society to the notice of the Federal 
Society. The Registrar may al o make an order 
direct,ing the society or its officers or the Federal 
Society to take such action as may be specified in 
the order to remedy the defects within the time 
specified therein. 

(2) The Federal Society or the Society concerned 
may appeal against an order made by the 
Registrar under sub-section (1) to the State 
Government within the time specified in the order. 

(3) The State Government may, in deciding the. 
appeal, annul, reverse, modify· or confirm the 
order of the Registrar. 

(4) Where the society fails to rectify the defects as 
directed by the Registrar and where no appeal has 
been made to the State Government within the 
time specified in the order or where on the appeal 
10 made the State Government has not annulled, 
reversed or modified the order, the Registrar may 
himself take steps to have the defects rectified and 
may recover the costs from the officer or officers of 
the society who, in his opinion, has or have failed 
to rectify the defects. 

Delete the words " actually and volun· 
tarily" in the third line. .Also delete 
the word" movable" in the 4th line. 

Insert the word "constitution " between 
the words "in the" and " working "in 
the 2nd line. Thereafter add the words 
" or financial condition or the books" 
between the words " working " and "of 
a society." 

.Add "sub-section (4)" as in column 4. 

~~._.~~ .. ~~~--.. ~--~--------.-~----------------------------~--~------------------------------------
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Full text of the Section in colun..n No~ 3: Chang~. 
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Section 85. Power· 
of Registrar to 
assess damages 
against delinquent 
promoters etc. 

(1) Where in the course of or as a result of an 
· audit under section 75 or an inquiry under section 

80 or an inspection under section 81 or the winding 
'Up of a society, the Registrar is satisfied on the 
basis of the report made by the Auditor or the 
pe·son authorised to make inquiry under section 
80 or the person authorised to inspect the books 
·under section 81, or the liquidator under section 
101 that any :person who has taken ·any·part in 

·the organisation or management of the !lociety 
'or any deceased, past or present • officer of the 
society, has, within a period of five years prior to 
.the date of such audit; inspection inquiry or the 
order for winding up of the society, misapplied 
or retained or become liable or accountable for 
any money or propl·rty of the society or has been 
guilty of misfeasance or breach of trust in relation 

·to the society, the Registrar may frame charges 
against such person· or persons and after giving 
a reasonable opportunity to the person concerned 
-and in the case of a deceased person to his re
presentative who inherits his estate, to answer the 
charges, .make an order requiring him to repay 

· or: restore the money or property> or any .part 
thereof with interest at such rate as the Registrar 
may determine or to contribute such sum to the 
a.sset8 of the society by way ·of ·compensation in 
regard . to the. misapplication, retention, mis
feasance .. or breach of trust, .1\il the Registrar mo.v 

. .determine. 

Delete the words " it appears " in the 2nd 
line, and therellfter insert the· portion 
" the Registrar is satisfied on the basis 
of the report made by the Auditor or 
the person authorised to make inquiry 
under section 80 or the person authorised 
to inspect the books under section 81, 
or the liquidat.or under section 101 ", 
between the words " society " and 
" that " in the second and third lines 
respectively. 

Substitute the words "any deceased, past 
or present officer" for the words " any 
past,• or present Chairman, Secretary, 
member of the :Managing ·committee or 
officer " in the fourth and fifth linbs. · 

Add the .words "within a period of five 
years· prior to the date of such audit, 
inspection, · inquiry· ·or the order for 
winding up of the society " between the 
words " has " and " misapplied " in the 
4th line. 

Delete the portion " on the application 
of the officer conducting the audit or' 
holding the inquiry or inspection or of 
the liquidator or of any creditor or' 
contributory, examine into the conduct 

• of. such person'\ in sub-section (1) and 
redraft Jthe · sub-section <n as in sub

. aection (1) as in cot 4.1 



(2) The Reg~trar llofter framing the char!l;eB under 
,sub-section (J) may, by an order in writing, autho
.rise any person, subject to general or special order 
.of the ~tate Government, to hea.r the person or the 
Jepres!'ntative of the .deceased person against 
whom the charges are framed under sub-section (1). 
The person so authQrised shall, after giving such 
person reasonable opportunity to submit his ·ex
planation make ·to the Registrar his recommen
dation. as to what action, if any, the Registarar 
should take. The .Registrar after .considering his 
,recommendations, may .make .any .Qrder which 
h!l considers jlJ.St in the circumstances and which 
he could .have made under sub-section (J) if he 
.had given such person a reasonable opportunity 
:to submit .his explanatio.n to ·him. and such order 
shall .have the .same effect as if it was made undezo 
.sub·S!lction (1), . 

(3) .The Registra~, 1'r-ma.king any .order under 
· this section, may provide therein for the payment 

of the cost or any part thereof, as he thinks just 
and he may direct that such costs or any part 
thereof shall be recovered from the person against 
whom the order has been issued and the amount 
so recovered shall be paid to the person authorised 
by him under sub-section (2). 

(4) This Section shall apply notwithstanding that 
the act is one for which the offender may be 
criminally responsible. 

Insert the words " or persons " bt>tWet>n' 
the words "person " and "and " ap
pearing in the tenth line. Substitute 
the portion " and in case of a deceased 
person to his representative who inherits 
his estate, to answer the charges", for 
the words" to submit his explanation." 

Delete the word " respectively " appearing 
after the words " any part thereof". 

Substitute the words "may determine" 
for the words " thinks juMt " in the last 
four lines of sub-section (1). 

Substitute the portion "The Registrar 
after framing the charges under sub
section (1) may, by an order in writing 
authorise any person, subject to general 
or special order of the State Government 
to hear the person or the representative 
of the deceased person against whom 
the charges are framed under sub-section 
(1) "; for the portion "'The Registrar, 
instead of himself examining · into the 

. conduct of . any such persons under 
sub-section (1) may, by an order in 
writing, authorise any person to examine 
into the conduct .of such • perllOn under 

. sub-section (1). " •. . 
· Substitute the word " report ,. for the 

word · u make " between the words 
'I explanation " and .~· to " in the '7th 

· ilme. 

Delete · the words · " the resuit of the 
examination with " in the 8th line, in 
sub-section (lA). 

Substitute the words " his recommen
dations." for the. words " the report " 

occurring in the 8th l ine. 
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by the Committee. 
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Section 86, Consti. 
tu'i on of an au
thority to super· 
vise working of 
11ocieties, 

;Full text of the Section in column.No. 3. 

4 

Change. 

Substitute the portion " if he had given 
such person a reasonable opportunity 
to submit his explanation to him, and 
such order shall have the same effect 
as if it was made under sub-section (1)," 
for the portion " if he had made the 
examination himself ". 

Delete "sub-section (lB). " 
Redraft "Sub·section (lC)" as in coL 4 

and renumber it as " sub-section (3) "• 
Renumber "sub-section (2) " as tub

section ( 4). 
(1) The Sta.te Government may constitute an New. 

authority in such mauner as may be prescribed . 
and subject to such conditions as the St te Govern-
ment may lay down for the supervision of societies 
and may frame rulos for making grants to such 
an author·ty. · 

(2) The State Government may by general or 
special order require of a society or a class of 
aocieties to make contribution of such sum every 
year as may be fixed by the Registrar towards the 
recoupment of expenditure which the State 
Government or any person authorised in that 
behalf has incurred or is likely to incur in respect 
of supervision. · 

(3) Society to which sub-section (2) is applicable 
shall pay to such author'ty such fee as may be 
prescribed under sub-section (2) within a reaso· 
nable time and, if it fails to pay such fees within 
a reasonable t me, the authority may recoTer it 
as if it were an arrear of land revellue. 



87 Seotion 54. Decis'on Section 87. Dispute. 
of disputes. 

CHAPTER VII. 

DISPUTES ~:ND ARBITRATION. 

(1) Notwithstand"ng anything containing in any 
other law for the time being in force any dispute 
touching the constitution, management or business 
of a society or the liquidation of a society shall be. 
referred by any of the parties to the dispute or 
by a federal society to which the society is affiliated 
or by a creditor of the society to the Registrar if 
the parties thereto are among the following :-

(a) a society, its co;mmittee, any past committee, 
any past or present officer, any past or present 
agent, any past or present servant or nominee, 
heir or a leg~> I representative of any deceased 
officer, deceased ifgent or deceased servant of 
the society or theliquidator of the society, · 

(b) a member, past member or a person claiming 
through a member, past member or a deceased 
member of a society or a society which is 
a member of the society, 

(c) a person other than a llne'ID.ber of the societ:v 
who has been granted loan by the society or 
with. whom the society has or had transactions 
underthe proviRions of section 47 and any· 
person claimmg through such a person, 

(d) a surety of a member, past member or 
a deceased member or a person other than 
a member who has been granted a loan by the 
soctety under section 4 7, whether such a surety 
is oris not a member of the soc'ety, 

(e) any other society or the li-quidator of such 
a society. 

(2) When any question arises whether for the 
purposes ofsub-section (1), a matter referred to 
for a decision is a dispute ot not, the question 
shall be considered by the Registrar, whose 
decision shall be final. 

Section 64 has been oyerhauled to 
amplify the definition of the term 
"dispute" and that of the parties 
thereto. Other spec"ial features are as 
follow•:-

1. It admits of disputes which may 
otherwise fall within the perview of 
law other than this Act tJide opening 
lines ofsub-section (1). 

2. A right is conceded to the Regis
trar to get certain disputes referred 

. · to arbitration at the instance of a 
federal society or a creditor tJidll 
explanation 3. 

-~--------~--------~~---~~--
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(3) No Courtshallhave the "jurisdiction to entertain 
any suit or othel' proceedings in·l"espect ·of' ·any 
dispute referred to in-sub-section(}).· · · 

Explanation.-(!·) For the purpose of this (sub-sec
tion, a dispute shall include (i) :a cldm'by a 
society for any deb~ or demand due to: it from a 
member,- past member or the nominee, heir or 
the legal representative of the deceased member, 
whether such-debt or demand be admitted or not; 
(ii) a. claim by a; surety for any sum or demand 
due to him from the principal borrower in respect 
of a. loan taken, by a society and recovered frbm 
the surety owing to the default of the ·principal 
borrower whether such a. sum or 'demand be 
admitted or. ·,not; (iii) a. claim by a F(Jcfety 
for any loss caused to it by a ·member,- past 
member or deceased -member, an;y ·officer, past 
officer or deceased officer, any agent, past agent 
or deceased agent, or any servant, past servant 
or deceased servant, or its committee, piist or 
present whether;-such loss be adniitted or not; 
(iu) a ·refusal or failure by a member; past 
member or a nominee,.heir or a legal representa
tive. of. the .deceased ·member to ··del '"er ·the 
posse~sion to a s()diety·ofland,a.sset-or any other 
asset resumed by it for breach of conditions of 
the assignment; ( v) a question regarding rights 
etc., includmg tenancy rights between a housing 
socie~y and its tenants or members. 

Change. 

5 
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Section 88 Limita· 
tion. 

E:r:plandion.-(2) No dispute relating to the election 
ofthe committee of a: society sh~.llhe referred to 
the Registrar until the results• of election a_re 
declared and no suoh dispute ahalJ.be entertained 
by the Registrar unless it is made ·within one 
month from the date of declaration of results of 
such election by a candid1.te at such election C'lr 
any- member of the society. 

Explanation -(3) In the case of appl' cation undet 
sub-section (1) of a federal society or a creditor, 
the J;tegisirar shall requrre sucb partieF ·t>r a·ny 
party to the dispute, as he may think fit, to refer 
the dispu.te io hi1n with:n 11uch·time as he may 
epeeify, andifsuoh refellenceis not·made ""ithin 
.~he time so s.pecified, the dispute shall be deemed 
. :to.have.beezt referred to him undersub-section (1). 

(1) Nowithstanding 'anything ·contained · in• thet · New. 
lndiaa Lim.itation Aet.I908, and .subject to the 
specific pnovi11ions made in :this Act, the-period of 
limitatipn in the ease of a dispute refened to the 
R-eg'strau:·under Section 8.7 shall-:- . · 

(a)·:when the.dispute relatee.·to the- recovery of 
. ,any sum: including :interest .... thereon due: to: a 

sqaiety:by a membert:hereof, be computed from 
tb~-date on whiohsuc:h member dies or ceases to 
be a. member of the aocietv. . 

(b) when the· dispute is bet~~en a society or its 
committee and any p,1st committee, any past or 
present officer, or past or present agent, or past -
or present servant or the nominee, heir or the 
legal represer:tative of & deceased officer, 
decea~t~ed agent or decer.sed servant of the society 
or a member or past member or the nominee, 
heir· or;the legd l,'epr~enta.t:.~·o£ &.;deceased 
member and when the dispute relates to any 

-~~------------------------------------------------====-·=-·= .. ~··=-~ .. =·-=--·~-~-~= .. -~---~~~-
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act or omission on tho partofeitherpartyto the 
dispute, be 6 years from the date on which the 
act or omiss1on with reference to which the 
dispute arose, took place, 

(t) when the dispute is in respect of any matter 
touching the con~~titution, management or 
business of a society which has been ordered to 
be wound up under section 93 or in respect of 
which a nominated committee or an administra
tor: bas been appointed under section 68 and 
section 69 respectively, be 6 years from the date 

·· of the order issued under section 98, section 68 
and section 69 as the case may be. 

(2) The period of limitation in the case of any other 
dispute except those mentioned in sub-section ( l) 
which are required to be referred to the Registrar 
11nder section 86 11haJI be regulated by the 
'Provisions of the Indian Limitation Act, 1908, 
as if the dispute were a suit and the Registrar 
a Civil Court. 

(8) Notwithstanding anything contained in sub
sections (1) and (e) the Regi.strar may admit 
a dispute after the expiry of the limitation 
'Period ifthe applicant satisfies the Registrar that 
he had sufficient cause for not referring the 
dispute withinsuch period and the dispute so 
admitted shall be a dispute whit'h shall not be 
barred on the ground that the period of 

limitation had expired. 

-----------
Change. 



89 :SOOtion 89. Settle• 
men' of dispute. 

(1) lfthel\egistrar ia satisfied that any matter New. 
referred to him is a dispute within the meaning of 
section 87, the Registrar shall. subject to tho 
Rules, decide the dispute himself or refer it for 
disposal to one or a bollrd of more than one 
nominee to be appointed by the Registrar. 

(2) Where any dispute is referred to under sub-. 
section (I) for decision by the Registrar's nominee 
or a board of nominees, the Regislirar may at any 
time, for reasons to be recorded in writing, with· 
dra-w such dispute from his nom;nee or board of 
nominees and may decide the dispute himself or 
refer it again to any other nominee or board of 
nominees a ppointod by him for decision ; · 

.Provided that no snch dispute shall be withdrawn· 
except on any of t'he following grounds:-

(a) the Registrar's nominee or board of nominee&. 
has failed to decide the dispute within 2 
months or such further period, •s may be 
allowed by the Registrar , · . 

(ii} proceedings before the Registrar's nominee 
are violated in consequence of eorruption or 
misconduct on tho part of the Registrar's. 
nominee or board of nomi!jees. 

(3) Notwithstanding anything contained 1n oec•1on 
87(1) a-nd (2), the Reg~trar may, if he thinks fit, · 
suspend proceedings in regard to any dispute, If 
the question at issue between a society and 
a chimant or between different claimants, is one 
involving complicated questions oflaw and fa.cli, 
until question has been tried by a regular suit 
instituted by one of the parties or by the society. 
If any such suit is not instituted within two 
months from the Registrar's order suspending 
proceedings, the Registrar shall take action as 
laid down in sub-section (1). 
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Section 90. Proce
dure for settle
ment of disputes 
and power of 
Registrar his 
nominee or board 
of nominees. 

(ll 'Th~ Registra~ ox: ·his ~ominee Pr Board. of 
·nominees hetJ,ring the dispute u11der section ~9 
shall hear .the dispute in the D).annet: prescribed 
·and shall hs ve t}le power to summon and eJJ,i'orQe 
attendili1ce of witnesses including the parties 
interested or 1!-ny. of them and to compel them to 
give,e:vi.denot;~, an!! to .compel th~ .prodt~ction.,of 
documents by the same means. and as fa,r a.s 
pqssible in the same manner as ill provided. in. the 
case of a Civil Court by the Code of Civil Proce
dure, 1908. 

(2) No pa~~y shall be feprese~ted at the lle.aring.ot 
the dispute hy ·any legal practitionH, except 
with the permission of the Registrar or biR 

.. nominee o~ board oinollliQees, as the case. n1~y.he.. 

(3) .. (a) If the Registrar or his nominee or board of 
noroinees is satisfied that a person whether :he be 
a member of the society.or not has acqui(ed any 
interest in the,property of a.per.son who. is held 
~-party to the uispute, he may order that . the 
person who has.acquired the interest in the pr.o
perty -may join as. a party to the dispute.; ard 
any .decision that may be passed on the reftro;t.e 
by the Registrar or his nomin£e or board of r.o
mineee shaH bl3 binding vn the.pa~ty so joinfd in 
the sam~ .manner a~ if he were the originai rarty 
to the d1spute. . .. . . 

(~) Where a dispute has bet•nhstitutt din the name 
of the wrong.per•on or where all the defendants 
h~tve not been inclndod, the . Registxar or his 

Change •. 

5 

New. 



~I Ssetion 55. Attach· Section 91. Attach· 
ment before a.ward ment before 
or before order made a. ward. 
under section 50-A. 

nominee or board of nomint>eS may, at nny stage 
of the ht'i!J"ing of the di6pute, if sati.-fied that the 
mistake was bonafide, order any othtcr perRon to 

. • be · I!Ub,j.tituted QF added ·&S a. plaintift' or 
& def.,ndant upon su< b ttrms as he thinl..s j•1•t. 

(c) The Registrar, his nominee or board ofno[Linles 
may. at any stage of the proreedngs, eithn upon 
or without the application of eithtr party, and on 
such terms as may appear to the }{.egistrar,. his 
nominEe or board ofnon.iclS as the CR.u€ may be; 
be just, order that the name of any party impro
perly joined, whtther as plaintiff 1r defendant be 
struck out, and that the name of any person who 
ought to have been joined, whether as plaintiff 
or defendant, or whose presence before the· Re
gistrar, his nomim e OJ,' boa.rd of norr..inees, as 
the cafe may· be, may be nectjssary in ord.tr to 
enable. the R~istrar, his norr.inee ·.or board of 
nomi'pees e'ffecbually and completely to adjudicate 

· 'upon a'nd Settle all the' quEstions involved in 'the 
dispute be added. 

(d) Any parson "'ho is a party to the dispute anQ. 
entitled to mote than one reliefs in ~€spect of th~ 
same cause of action may claim all or any ofsucb 
reliefs; butifhe omits to claim for all such rdiefs 
he shall not forward claim for any relief so omitted 
exceptwitn the leave of the Registr!Lr,h,isno~inee · · 
or board of n_ominees. · · · · • :-

( 1) · Where a _dis pu·te has been referred' to the R~
gistrar or his nominee or board ofnon:inees l,Ulder 
Section· 89 or under Slction 101 or where the Re
gistrar or the· person authorised by· him. under 
sub-section (2) of Section 85 hears a person against 
whom the charges are framed under section 85(1), 
the Registrar or his nominee or board ofnominHs 
or the person authorised by him under section 
85 (2} as the case may be, if satisfied on enquiry 
oroth~rwise that a party to such dispute or against 
whom proceedings are pending under section 85, 

Substitute "sub-sections (1}, (2),and (3)'' 
as in column 4 for the existing "sub
sections (1) and (2) ". 
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with intent io delay or obstruct the e'xe~ution of 
any award or the carrying out of any order that 
may be made- . . . , 
(a) is·about to dispose of whole or any part of 

his property; or 
(b) is about to remove whole or any part of , his 

prop<Jrty from the jurisdiction of the Registrar, 
U~ay, unless adequate security is furnished 
directconditional attachment of the said, 
property; andsuchattachmentshallhave the. 
same effect as if made by a. competent Civil 
Court. 

(2) Where the Registrar or his nomi~ee. or board. 
of nominees or the person authorised by him under 
section 85(2) directs conditional attachment of 
property under sub-section (1), he shall h~;ue a. 
notice calling upon the person whose property is 
so attached to furnish security_which he thinks 
adequate within a specified period and if the 
person fails to provide the security so demanded 
the Registrar or his nominee or board of nominees 
or the person authorised, as the case may .be, 
may confirm the order and, after the decision in 
the dispute or the completion of the proceedings 
referred to in sub-section (1), may direct the 
disposal of the property so attached towards the 
claim if awarded. 

(3) Attachment made under sub-sections (1) and (Z) 
shall not affect the rights subsisting prior to the 
attachment of property under sub-seotion (1) of 

Charge. 

5 

~-
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93. Section 56. Appeal 
against decision of 
Registrar and his 
nominee. 

Section 92. Deoision 
of Registrar or his 
nominee, or board 
of nominees. 

Section 93. Appeal 
against the deci · 
sion of Registrar 
or his nominee or 
board of nominees. 

persons not parties to the proceedings in connec
tion with which the attaehment is made nor bar 
any person holding a decree against the pprson 
whose property is so attached from applying 
for the sale of the propert.y under attachment in 
execution of such decree. 

When a diEpute is referred to arbitration, the Re- New. 
gistrar or his nominee or board of nominees may, 
after giving reasonable opportunity to the parties 
to the dispute to be heard, make an award on 
the dispute, on the expenses incurred by the 
parties to the dispute in connection \dth the pro
ceedings, and the fees and expense~ payable tothu 
Registrar or his nominee or board of nominees, 
as the case may be. Such an award shall not be 
invalid even though it may have been made after 
the expiry of th&-period fixed for deciding the dis-
pute by the Regi-strar and shall, subject to appeal 
or revit:w or revision, be binding on the parti~s to 
the dispute. The award so made shall not be 
liable to be called in question inany civil or Re-
venue Court. 

(I) Any party aggrieved by any decision 'of the 
Registrar or his nominee or board of nominees 

, under section 92 or an order passed under section 
91 by the Registrar or his nominee or board· of 
nominees or the person authorised by the Registrar 
under section 85(2), may, within two months 
from the date of the decision or order or award, 
appeal or apply to the Tribunal and the Tribunal 
may for reasons to be recorded in writing-
(i) modify the award, or 
(ii) set aside the award and order that the dispute 

shall be referred back to the Registrar or his 
nominee or board of nominees or th · person 
·authorised by the Registrar under section 85(2) 

· in the manner provided 
(iii) pass such orders thereon as it deems fit; 

Delete the proviso "(a) and (b) of section 
56 ". Redraft thereafter the new 

· ·section with consequential changes in 
figures and minor changing in wording 
as in column 4 which combines the 
relevant features of section 54-A which 
has been deleted by section 9 of Bombay 
Act No. XLI of 1956. 

-----~-- -~--------~--------------------------~------------·----------------------------
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Provided that no such order shall be made (a} after 
the issue of a certificate under section 94 for the 
execution of the award and (b) except on any of 
the following grounds :-
(i) the objection to the legality of the award is 

apparent on the face of it ; or 
(ii) 'the award has been vitiated in consequence 

of corruption or misconduct on the part of the 
Registrar or his nominee or board of nominees 
or the person authorised by the Registrar under 
section 85(2} ; or 

(iii) the award is in any way perverse. 

(2} In making an order under sub.section (1) that 
the dispute shall be referred back to the decision 
of the Registrar or his nomine.e or board of 
nominees or the person authorised by the Registrar 
under section 85(2}, the Tribunal may direct 
that any of the persons who made the award 
shall not decide the dispute or pass the order 
under section 91. 

(3} Where a dispute or an order under section 91 
is. referred back under sub-section (1), the 
Registrar or his nominee or board of nominees 
or the person authorised under section 85(2), as 
the case may be, shall make a fresh award or give 
a fresh del'ision within such time as may be fixed 
by tho Tribunal. If the Registrar or his 
nominee or board of nominees fails to make a 
fresh award or the person authorised fails to give 

Change. 

5 



>Q4. Section 59. M~mey 
how recovered. 

Section 9-l. ?1!-Jde of 
execution of 
awards and orders. 

------------------·-------

a fresh decision within the time so fixed, the 
Registrar or his nominee or board of nominees 
or a person authorised by him appointed for the 
purpose shall decide the dispute or make a. fresh 
order and the Tribunal may on the application 
of any of the parties to the award or decision or 
otherwise for reasons to be recorded in writing 
modify the award or pass such orders thereon 

· as it deems just. 

(4) Notwithstanding anything contained in sub
section (1) the Tribunal may admit any appeal 
or any application relating to an award made 
under section 92 or an order made under section 
91 after the expiry of the said period of two 
months provided the appellant satisfies the 
Tribunal that he had sufficient cause for not 
making the applioation within the said period. 

Every order passed by a Liquidator under section 
101 or by the Registrar or his nominee or a board 
of nominees under section 92 or clause (1) of section 
91, or by the Registrar under section 85, every 
order passed in appeal under section 93, every 
order passed in revision under section 147 and 
every order passed by the State Government 
in appeal against orders passed under section us· 
shall, if not complied with on a certificate signed 
by the Registrar or a Liquidator, be deemed to 
be a decree of a Civil Court, and shall (a) be execut
ed in the same manner as a decree of such Court 
or (b) be executed according to the law and under 
the Rules for the time being in force for the 
recovery of arrears of land revenue, provided that 
an application for the recovery in such manner of 
any such sum shall be made to the Collector and 
shall be accompanied by a certificate signed by 
the Registrar or by an Assistant Registrar to 
whom the said power has been· delegated by the 
Registrar, or (c) be executed by the Registrar or 

Substitute the figure "5" for the figure 
"12 "in provision, under clause (c). 

Add "sub-clause (c)" as in col.4. 

Redraft the section with consequential 
changes in section numbers with minor 

· change in wording. 
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any persons subordinate to him empowered by the 
Registrar in this behalf, subject to such Rules as 
may be prescribed by the State Government and 
without prejudiee to any other mode of recovery 
provided in this sub-section : 

Provided that no application for the execution of 
the orders referred to herein shall be made after 
the expiry of 5 years from the date fixed in the 
order or if no such date is fixed, from the date of 
the order. 

(1) Notwithstan'ling anything contained in sections 
87, S!l and 94 on an applieation made by a rPsource 
soeif'ty undertaking the finnneing of crop and Rea
sana! finance as defined under the Bombay Agri
cultural Debtors' J:telief Act, 1\)47, for the recovery 
of arrears of any sum advanced by it to any of 
its members on account of the financing of crop or 
seasonal finance and on its furnishing a statement 
of accounts in respect of the arrPars, the 
Registrar may, after making sueh enquiries as 
he deems fit, grant a certifil·ate for the reeovcry 
of the amount stl~ted therein to be due as arrears. 

(2) Where the Ht>giHtrar is sntifiPd that a resource 
socit•ty has failed to take action umll'l' sub-se,•tiun 
(I) in respeet of arrt>ars of any sum a<lvaneed by 
it to any of its memb<•rs on account ;,f the linauc
ing of crop or seasonal fiuauce, the H<:'giHtrar may, 

Change. 

5 

Delete the portion "by a land mortgage 
bank for the recovery of arrears of any 
sum advanced by it to any of its mem
bers or" appearing In sub-section (1). 

Delete "explanation" under sub-section 
(3). 

Redraft the section thereafter as in col.~. 



96 Sectior 59-AA. Private 
transfer of property 
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against society. 

97 Section 59-A. Tran· 
sfer of property 
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Section 96. Private 
transfer of 
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after issue of 
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Section 97. Transfer 
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cannot be sold. 

of his own motion, aftl"r making such enqUll'Jes 
as he deems fit, grunt a certificate for the recovery 
of the amount stated therein to be due as arrears 
and such a certificate shall be deemed to have 
been issued as if the application was made by the 
society concerned. 

(3) A certificate granted by the Registrar under 
sub-sections (1) and (2) shall be final and a 
conclusive proof of the arrears stated to be due 
therein and the same shall be recoverable accord
ing to the law for the time being in force for the 
re<'overy of land revenue. 

(4) It shall be lawful for the Coliector and the 
Registrar to take precautionary measurefl autho
rised by sections 140 to 144 of the Bombay Land 
Revenue Code, l.Si9, until the arrears due to the 
resource societt'together with interest and any 
incidental charges incurred in the recovery of 
such arrears are paid or security for payment of 
such arrears iR furnished to the satisfactioiJ of the 
Registrar. · 

Any private tran,fer or delivery of, or encumbrance 
or charge on, property made or created after 
the issue of the certificate of the Registrar, Liqui
dator, or Assi9tant Registrar, as the case may 
be under section 94 shall be null and void as 
against the society on whose application the said 
certificate was issued. 

(1) When in any execution of an order sought to 
be executed under section 94, any property cannot 
be sold for want of buyers, if such property is in 
occupancy of the defaulter or of some person in 
his b3half or of some person claiming under a 
title created by the defaulter subsequently to the 
issue of the certificate of the Registrar, Liquidator 
or the Assistant Registrar, under clause (a) or 

No change except in numbering. 

Delete the words "with the previous 
consent of the Registrar " in sub
section (1). 

Add the words "or on whose behalf an 
application has been made" between 
the words "has applied" and "for tho 
execution" in sub-section (1). Add 
the words "or the Registrar" after the 
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(b) or (c) of section 9!, the Court or the Collectcr 
or the Registrar, as the case may be, may direct 
that the said prop:Jrty or any portion thereof shall 
be transferred to the society which has applied 
for the execution of the said order in the manner 
prescribed. 

(2) Where a prop3rty is transferred to the society 
under sub-section (1) or where a property is sold 
under section 94, the Court, the Collector or the 
Registrar, as the case may be, may, in accordance 
with the Rules presc:ribea place the society or tho 
purchaser, as the case may be, in possession oft be 
property transferred or sold, by removing, if 
necessary, any person bound by the decision or 
award. 

(3) Subjecttosuchrulos ns may be made in this 
bahalf and to any rights, encumburances, charges 
or equities lawfully subsisting in favour of any 
person such property or portion thereof shall be 
held under sub-section (1) by the said society on 
such terms and conditions as may be agreed 1.pon 
between the Court, the Collector or the Registrar, 
as the case may be, and the said society. Subject 
to the ge .. teral or special orJers of the State 
Government, the Collector or the Registrar may 
delegate to an officer, not below the rank of 
an Assistant or the Deputy Collector or the 
AHsistant Registrar, powers exercisable by the 
Collector or the Registrar under this section. 

Change. 

5 

words "the Collector " wherever they 
occur. Redraft the section as shown 
in col.4. 



US Section 47. Winding Section !lS. Wind-
up. 

Section 48. Society 
may be wound up if 
membership is 
reduced. 

ing up. 

CIJAPTER Vlll. 

J,IQUillATION. 

(I) If the R<'gistrar, 
(a) after an enquiryhasbeenheld under section 80 

cr an inspection h!!.s been made under section 
81 or on the report of the Auditor auditing the 
accounts of the society; or 

(b) on receipt of an application made upon 
a resolution carried by three-fourths of the 
members of a societ.y present at a Special 
General .Meeting called for the purpose 1 
or 

(c) of his own motion in thl' case of a society 
which--
(i) has not commenced working; or 
(ii) has ceas~ working; or · 
(iii) possosses shares or members' deposits not 

exceeding Rs. 500 ; or 

(i1·) has ceased to comply with any conditions as 
to registration and management in this }. .. ct 
or the Rules or the by-lawR, 
is of the opinion that a society ought to be 
wound up, he may issue Rn interim ordllr . 
directing it to be wound up. 

(2) A copy of such order made under 
sub-section l(a) and sub-section l(c) (i") shall be 
communicated,-in the prescrib<>d manner, to the 
society calling upon it to submit its explanation 
to the Registrar within a month frnm the date of 
the issue of such order, and the Registrar, on 
giving an opportunity to the society to be heard, 
may issue a fresh order, which shall be called the 
final order, vacating or confirming the interim 
order. 

Add the portion "or (it·) has ceased to 
comJJly with any condition as to 
registration and management in this 
Act or the Rules or the By-laws" after 
the words and figures "exceeding 
Rs. GOO". 

Insert tho word "interim " between the 
word11 " issue on " and " order c irecting " 
in the concluding lines of the section 47. 

Delete the portion, "may appoint a 
liquidator for the purpose and fix his 
remuneration" appearing at the end of 
thP section 4 7. 

Redraft the section thereafter to read as in 
Column 4, and number it as sub. 
section (1). 

Add sub-section (2) as in Column 4. 



Serial 
No. 

1 

99 

Heading and 
s~ction No. in the 

Act in force. 

2 

He:Hlia~ an<l 
Sectinn oft he Act 
as recommended 

b,\' the Committee. 

3 

Section 99. 
pointment 
liq nidator. 

.<\p
of 

Full tPxt of the Section in column No.3. 

(I) '' hen >tn interim order is pa~~ed under sec
tion !l8(1) fur the winding up of a socit>ty, the 
Regi~trar may, in accordance with the Rules, 
appoint a per8on to !Je provi~ional Liquidator of 
the society and fix his ren\um~rarion. 

(2) On issue of the interim older, the o.:llcers of the 
aociety shall hand over to the provisionai Liquida. 
tor the cu~tody and control of all the property, 
etfect~ and actionable clairrts to which the society 
is or appear~ to be entitled and of all books, 
records and other documents pertaining to thl.l 
business thereof and shall have no accees to any 
of them. 

(3) When a final order is passed undet· Section 08(2) 
confirming the interim order, thf' Regi•trar m~ty 
appoint in the manner prescdbed, the person · 
appointed under sub-sectiOn (1) or any other 
person as Liquidator of the society. Upon the 
appointment of the Liquidator, the officers of the 
society shall vacate their office, and while the 
winding up order remains in force, the general 
body of the society shall not exerl'ise any powers. 

(4) The person appointed under sub-section (1) 
as provisional Liquidator or as J.iquidator under 
sub-section (3) shallsu bject to the g_nPral control 
of the R gi"trar, ext·rciHe all or any of the powers 
mentioned in Section 101. The Registrar rr.ay 
remove ~uch person and appoint another in his 
place without assigning any reason. 

Change. 

5 

New. 



100 Section 100. .Ap-
peal against the 
order of winding 
up. 

(5) The whole of the assets of the society shall, on 
the appointment of provisional Liquidator under 
sub-scetion (1) or Liquidator undt>r sub-sec
tion (3), vest in such provi8ionnl Liquidator or 
Liqui<lator as the case mRy be and notwith
standing anything contained in any law for the 
time being in force, if any landed property is held 
by a provisional Liquidator or Liquidator, as the 
case may be, on behalf of the society, the title over 
the land shall be complete as soon as the 
mutation of the name of his office is effected and 
no Court shall question the title on the ground of 
dispossession, want of possession or physical 
delivery of possession. 

(6) In the event of the interim order being vacated, 
the person appointed as provisional Liquidator 
shall hand over the property, effects and action
able claims .Mid books, records and other 
documents of '!he society to the officers who had 
delivered the same to him. The acts done and the 
proceedings taken by the provisional Liquidator 
shall be binding on · the society and such 
proceedings shall, after the interim order has been 
cancelled under section 98(2), be continued by 
the officers of the society. 

The Committee or any member of the society ordered. 
to be wound may within 2 months from the date 
of the issue of the order made under section 98 
appeal to the State Government, if the order is 
made by the Registrar or to the Registrar if the 
order is made by any person on whom the powers 
of the Registrar are conferred, provided that no 
appeal shall lie against an order, issued under 
sub-section 1(c)(i), (ii), (iii) of Section 98 : . 

Provided that no appeal shall lie against an order 
passed by the Registrar on appeal. 

Explanation.-No application under this section 
shall be entertained from a member unless it is 
accompanied by such sum as security for the cost 
of hearing the appeal as may be prescribed. 

Detached from the perview of section 6i, 
and separated to read as in Column 4. 
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Heading and 
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101 Section 50. Powers 
of a liquidator. 

Section 58. 
tCl 
attendance. 

Powers 
enforce 

Heading and 
Section of the Act 

by the CommittPe. 
3 

Section 
Powers 
liquidator. 

101. 
of 

----------·-------·-
Full text oft.he SPction in cr.lumn ~o. 3. 

4 

The liquidator appointed under section 99 shall have 
powers, subject to the rules and the general control 
of the Registrar,-
(a) to institute and defend any suit and other 

legal proceedings, civil or criminal. on behalf of 
the society in the name of his office ; 

(b) to carry on business of the society so far as 
may be necessary for the beneficial winding up 
of the same; 

(c) to sell the immovable and movable property 
and actionable claim. of the society by a 
public auction or private contract with power 
to transfer whole or part thereof to any person 
or body incorporate or sell the same in parcels ; 

(d) to raise on the security of the assets of the 
society any money required ; 

(e) to investigate all claims against the society and, 
subject to the provisions of this Act, to deride 
questions of priority arising out of such claims, 
and to pay any class or classes of creditors in 
full or rateaLle according to the amount of such 
debts, the surplus, if any being applied in 
payment of interest from the date of liquida
tion at a rate to be approved by the Registrar, 
but not exceeding the contract rate; 

(f) to make any compromise or arrangement with 
creditors or persons claiming to be creditors 
or having or alleging themselves to have any 
claim, present or future, "hereby the society 
m.ay be rendered lia Lie ; 

(g) to compromiHe all calls or liabilities to calls 
and debts and liabilities capable of resulting in 
debts, and all claims present or future, oNtain 
or contingent, sub3isting or supposed to suLsi•t 

Charge. 

li 

Substitute the words "subject to ~he 
Ru1es and the general control" for the 
words "with the sanction" in the first 

line of section 50. 

Add the words, " or Board of nominees" 
at the end of sub-clause (g). 

Add as "sub-clause (c), (d), (l\, (m), (n)'~ 
as shown in Column 4. 

Delete the proviso appearing at the end 
of the section. 

Redraft the section thereafter as shown. 
in Column 4. c.:~· 

~
~· 



between the society and a rontibutory or allegf u 
con tri bu tory or other dl' btor or p£•rson a ppre hen. 
ding liability to the society and all qu£stiou 
in anyway relating to or aff~cting the assets or 
the winding up of the society on such tenn11 ~~~ 
may be agreed and take any ~erurity for the 
discharge of any such call, liability, debt, 
or claim and give a complete discharge in 
respt-ct thereof; 

(h) to determine from time to time, after giving 
an opportunity to answer the claim, the con
tribution to be made or remaining to be made by 
the memb~rs or past members or by the estate, 
nominees, heirs or legal representat.iv€s of 
deceased members or by any officer, past officer 
or the estate or nominees, heirs or legal 
representatives of deceased officer to the assetR 
nfthe society, such contribution being inclusive 
of debts dqQ. from such members or officers; 

(i) to issue reqlrisiLions under section 94; 
(j) to get clisputes referred to the Registrar for 

decision by himself or his nomin€e or board of 
nominees; 

(k) to determine by what person and in what 
proportion the cost of the liquidation shall be 
b'>rne; 

(l) to fix the time or times "·ithin which the 
creditor shall prove their debts and claims or be .. 
included for the benefit of any distribution made ' 
before those debts or claims are proved; 

(m) to summon and enforce the attendance of 
witnesses and to compel the production of any 
books, ancounts, documents, securities,eash or 
other pro parties belonging to or in the custody 
of the society by the same means and in the 
same meanner as is provided in the case of a 
civii court under Code of Ci vii Procedure, 1908; 

(n) to do all acts and to execute in the name and · 
on behalf of the society, all deeds, receipts and 
other documents as may be necessary to such 
winding up. 



Serial 
No. 

1 

102 

Heading and 
Section No. in the 

Act in force. 

2 

Heading and 
Section of the Act 
as recommended 
by the Committee. 

3 

Section 102. With· 
drawal of final 
order. 

Full text of the Section in column No. 3. 

The State Government or the Registrar, in an New. 
appeal under Section 199 and the Registrar of his 
own motion at anytime may cancel the final order 
for the winding up of a society \1 here the State 
Government or the Registrar in appeal or the 
Registrar of his own motivu is of the opinion, that 
the society should continue to exist. On the 
cancellation of the final order, the liquidator shall 
arrange for the constitution of n new Committee in 
accordance with the by-laws of the s:~riety if the 
Registrar so directs, or where the Registrar 
nominates a Committee to the nominated 
committee, ancl shall hand over to such committee 
the charge of the society. The acts done am' the 
proceedings taken by the Liquidator \\ hile the 
winding t.p order remained in force shall be bind
ing on the sm·i~ty and such proceedings shall, 
after the winding up order has been cancelled, be 
continued by the Committee and ofiicNS of the 
society. 

::lection 103. E-~iect (1) Aftertheexpiryoftheperiodforappealagainst New. 
of order of wind· • the order made under Section 98( 1) or where the 
ing up. appeal has been dismissed, the order for winding 

up shall be e;<ective and shall operate in favour 
of all the creditors and of all the contributories of 
the society as if it had been made on the joint peti-
tion of ct'editors and contributories. When a 
winding up order becomes etlective tbe liquid .. tor 
shall proceed to realise the assets of the ~ociety .by 
sale or otherwise aml no dispute shall Le 

Change. 

5 



104 

105 

Section 51. Bar of suit 
in winding up and 
dissolution matters. 

Section 104. Bar of 
suit in winding up 
and dissolution 
m'ltters. 

Section 105. Audit. 
of liquidators' 
account. 

commenced or, if pending at the date of tho 
wind ng up order, shall be proce ·dcd with, R!!ainst 
the society, excPpt by leave of the Reg;strar and 
subjPct to •uch terms as the RPgiHtrar may imposP. 
The R!'gistrar, may of his own motion, however, 
entertain or diHpose of any diApute by or against 
the society. 

Save in so far ns is expres•Jy provided in this Act, 
no C vii Court shall take congnisance of any 
matter connected with the winding up or dissolu
tion of a soc ety under this Act and when a wind
ing up order has been made no suit or other lPgal 
proceeding shalllie or be proceeded with against 
the society or the liquidator except by leave oft he 
Registrar and subject to such terms as he may 
impose: 

Provided that where the winding up order is can
celled the provisions of th's sanction shall cease 
to operate so far a s.1he liability oft he society and 
of the members thereof to be sued is concerned 
but they shall continue to apply to the person 
who acted as liquidator, 

Add the words" or the liquidator" between 
the words" the society "and "except by" 
in the fourth line. 

Add proviso as mentioned in Column 4. 

(1) Theliqu!datorshall atsuch times as may be New. 
prescribed but not less than twice each year during 
his tenure of office, present to the Registrar an 
account in the prescribed form of his receipts and 
p:tym~nts as Liq,1idntor. The Registrar shaJI · 
cause the accounts to be audited in such manner 
as he th'nks fit and for the purpose of the audit, 
the. Liquidator shall furn~sh the Registrar with 
such vouchers and information as he or the person 
appointed by him may require. 

(2) The Liquidator shall cause a summary of audit
ed accounts to be prepared and shall send a copy 
ofsuch summary to every contributory: 

Provided that the Reg:strar may in the case of any 
winding up proceedings exempt the liquidator 
from compl!ance with sub-section (2). 



Serial 
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1 

Heading and 
Section No. in th{'l 

Actin force. 

2 

Heading and 
Section ofthe Act 
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by the Committee. 

3 

Full text of the Section in column No.3. 

------------------------------·-·---·-----· 

106 Section 106. Liqui
dator's report. 

(3) Theliquidatorshall pay such fees as the Regis· 
trar may direct for the audit of the accounts 
and books kept by him in the manner prescribed. 

(4) The liquidator shall be held liable for any 
irregularities which mightbe discgvered in the 
course or as a result of audit in respect of tran· 
sacti:ons subsequent to his taking over the affairs 
of the society and may be proceeded against as if 
it were an oifence under section 85. 

(l) The liquidator shall, as soon as practicable, but New. 
not later than six months from the date of the 
order made under section 99,submit a preliminary 
report to the Registrar-
( a) as to the estimated amounts of assets and 

liabilities, giving separately under the heading 
of assets, particulars of (i) cash and negotiable 
securities; (ii} debts due from contributories; 
(iii} debts due to the society and securities, if 
any, available in respect thereof; ( iv) moveable 
and immovable properties belonging to the 
society, and (v) the liability of members, past 
members, deceased members, and Ofticers, past 
Ofticers, and deceased Offi<'ers ; 

(b) the causes of the failure of the society; and 
(c) where, in his opinion, action is ne<'essary as to 

any matter relating to the promotion, formation 
or failure of the society, or the conduct of the 
busineFS thereof. 

Change. 



107 Section 107. Termi
nation of liqui
dation proceed· 
ings. 

(2) The liquidator shall submit a half-yearly pro
gress report to the Registrar in such form as the 
Registrar may require. 

(3) The report of the liquidator tmdPr sub-section 
(2) to the Registrar shall be available for inspection 
to the members of the society in the office of the 
liquidator during office hours. 

Explanation.- For the purpose of sub-section (3) the 
office of the liquidator sii.all be the office where the 
books of the society are kPptand if there is no office 
the residence of the liquidator shall be consi[lered 
as the said office of t.he liquidator. 

(I) Where the order for winding up a society has . New 
not been withdrawn unCiersection 102, the winding 
up proceedings of the society shall be closed \\'ithin 
three years from "the date of the order of the wind-
ing up unless the period is extended by the Re
gistrar: 

Provided that the Registrar shall not grant any ex· 
tension for a pariod exceeding one year at a time 
but four years in all am~ shall, immediately after 
the expiry of seven years from the date of the order 
for winding up of the society, deem that the liqui
dation proceedings have terminated and pass ·ari 
order terminating the liquidation proceedings. 

Explanation.- In the case of asocietywhichis under 
liquid&tion at the commencemeut of this Act, 
order for the "V~inding up of the society shall be 
deemed for the purpose .of this section to have 
been passpd on the date on which this Act comes 
into operation. 

(2} Notwithstanding anything contained in sub
section (1), the Registrar shall terminate the 
liquidation proceedings on receipt "of the final 
report from the liquidator. The final report of 

-~,_______·--------------------------------------------------------------------·--------------·--------------------



Heading and 
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Heading and 
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108 Section 49. Effect of Section 108. Effect 
cancellation of of cancellation of 
registration. registration, 

Full text ofthe Section in coiumn !1-o. 3. 

the liquidator shall state that the liquidation 
proceedings of the soctety have been dosed and 
how the winding up has been conducted and the 
property of and the claims of the society have 
been disposed of, and shall include a statement 
showing a summary of the accoun tof the winding 
up including thecostof liquidation,tbeamount, 
if any, standing to the credit of the society in 
liq idation after paying off itdiabi:it-ies including 
the share or interest of members and suggest how 
the surplus should be utilised. 

(3) The Registrar, on receipt of the final report 
from the liquidator, shall direct the liquidator to 
convene a g<mera I meeting of the .mem hers of the 
society for ·recording his finalreport. 

(1) On the termination of winding up proceedings 
as provided in Section 107 the Registrar shall make 
an order cancelling the registration of the society 
and the society shall be deemed to be dissolved 
and shall cease to be a. body corporate by the name 
under which it was registered, from the date of 
such order, 

{2) All books, registers and aceounts belonging to 
the society and all books, accounts and papers 
relating to its liquid•ttion proceedings which are 

'· in possession of thp liquidator shall bo delivered 

Change. 

5 

Delete the portion "when the affairs of 
a society for which a. liquidator has been 
appointed under section 47 have been 
wound up or where no liquidator has 
been appointed after two months from 
the date of an order under section 47, 
or after confirmation of such order in 
appeal," from section 49. 

Insert the words " and shall cease to be a. 
body corporate by the name under which 
it was registered" bl'tween the words 



109 se~tion 5:?. DiRposal 
of surplus assets. 

Se<.'tion 109. Dis
post~! of surplus 
assets. 

by 1 he liquidator to the Registrar or to such person 
as the Re~istrar may direct and no person will 

. have any claim for inspection or otherwise on any 
of them. 

The surplus assets, as shown in the final report of 
the liquid'1tor of a society which has been wound 
up, shall not be divided amongst its members but 
shall be devoted to any object or objects provided 
in the by-laws of the society if they specify that 
such a. surplus shall be utilised for the particular 
purpose. Where~ society has no such by-laws, 
the surplus shall vest in the Registrar who shall 
hold it in trust and shall transfer it to the reserve 
fund of a new society registered with the similar 
object and serving more or less an area which the 
society to which the surplus belonged was serving: 

Provided that where no such society exists or is 
registered within three years of the cancellation 
of the society whose surplus is vested in the 
Registrar, the Registrar may distribute the 
surplus in the manner he thinks best among any 
or all of the following :-
(a) an object of public utility and of local interest 

as may be recommended by the members in 
general meeting held under eection 107 (3) ; 

(b) a federal society with similar objects to which 
the cancelled society was eligible for affiliation 
or, where no federal society exists to the :Bombay 
State Co-operative Union ; and 

(c) any charitable purpose as defined inFection 
(2) of the ~haritable Endowments Act, 1890. 

--------~·--------------------------------------------------------------------~---

" be dissolved" and "from the date" 
in the last line . 

Add "sub-section (2)" &8 in Column 
No.4. 

Insert the portion "on the termination 
of winding up proceedings as provided 
in section 107," at the commencement 
of Section. 

Change the order of priority and re-dra!'t 
the Section as shown in Column Nc-. 1 
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Section 64-B. Appli- Section 110. Appli-
cation of this catioiJ of this 
chapter. chapter. 

Section Ill. 
Registration. 

Full text of the Section in column No. 3. · 

4 

CHAPTER IX. 

FARMING SOCIETIES. 

This Chapter shall apply to farming societies includ
ing better farming societies, tenant farming 
societies, joint farming societies, collective farming 
societies and societies for consolidation of holdings, 
land reJlamation and improvement, crop 
protection, irrigation, and for providing embank-
menthcil tits: · 

Provided that the S'ate Government may, by 
general or special order published in the Official 
Gaz tt '· direct that the prov,isions of this Chapter 
shall also apply to any other class of societies and 
thereupon they shall apply as if such societies are 
farming societies. 

. Change •. 

5 

Add the portion "including better farming 
societies, tenant farming societies, joint 
farming societies, collective farming 
societies, and the societies for consoli
dation of holding~, land reclamation and 
improvement, crop protection, irrigation 
and for providing emb1.nkment facili
ties" at the end of the first line. 

(I) If the Registrar is satisfied that 'the conditions New. 
of registration as laid down in section 6 of this Act 
have been fulfilled and that the scheme proposed 
by the society is economically sound and has been 
sanctioned by the State Government after due 
enquiry in the manner prescribed, the Registrar 
shall register the society. 

(2) Notwithstanding anything contained in sub
section (1), no farming society shall be registered 
unless 66 per cent. of the owners and/or tenants in 
possession of or having interest as tenants in not 
less than ·75 per cent. in aggregate of the land 
proposed to be included in the area of operation 
of the proposed society have given their consent 
to the making of the scheme• 



ll3 

114 

Section 64-M. Effect Section Il2. Effect 
of scheme. of registration. 

Section 64-N. Power 
to enforce scheme. 

Section 640. Contri
bution towards the 
cost of the scheme. 

Section 64-P. Dnes 
offarming societies 
to be first charge. 
Section 64-Q. Re
covery of arrears. 

Section 64-R. 
to exempt 
societies 
pro vi-ions 
Chapter XI. 

Power 
farming 

from 
of 

Section 113. Dnes 
offarming socie
ties and their 
recovery. 

Section 114. Power 
to exempt farm
ing societies from 
provicions of 
Chapter IX, 

(1} On the registration of a farming society, all the 
owners of and tenants having interest in lands 
included in the area of operation of the society, 
whether they are members of the society or not, 
shall have such rights and shall be subject to such 
liabilities as are conferred or imposed on thel!l 
under the by-laws of the society. , 

(2) The society registered under section Ill I!lay 
execute any work and undertake such other 
functions as may be laid down in its by-laws and 
may recover expenditure thereon from all the 
owners of and t~nants having interest in lands 
included in its area. of operation whether they are 
mel!lbers of the society or not, on the basis of 
contribution leviable at a. rate specified in the 
by-laws or in the general I!leeting or in any 
manner prescribed in the Rules or specified in the 
I!Chel!le. 

(I) Subject to . the·:; provisions in section 49, 
any outstanding demands or dues payable to 
a fanning society by any person, whether he is 
a member or not, in respect of any other rights or 
amounts payable by him to such socit:ty shall be 
a first charge upon his interest in the crops or 
other agricultural produce on the land included in 
the area of operation of such society and of" hich 
he is an owner or in which he has interest as a.. 
tenant. 

(2) Any sum due to a society under sub-section (1) 
shall, on the application being made by such 
society for recovery be recoverable as if it were 
dues to be recovered under section 94. 

(I) Notwithstanding anything contained in sec
tion UO, the State Government may, by general 
or special order to be publi hed in the Official 
Gazette, ex~mpt any fa-rming fOciet.y or cla.os of 
such soci~ties from any or all of the provhions of 
Chapter IX. 

Combine " sections 64-llr, 64-N and 640 " 
into one section and re-draft it to read 
as in column 4. 

Combine "sections 64-P and 64-Q" into 
one section and re-draft it to read as in 
column 4. 

Insert the words' 'or any other Co-operative 
Societies Act applicable to societies in 
any of the component parts of Borubay 
State" between the words and figures 
"(Amendment) Act, 1949 ", and 
" com e• into force " in su b-soct.ion ( 2), 
and r ,.draft. th, s< ction a~ in column 4-
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Section 115. 
Application of 
this Chapter. 

Full text of the Section in column No. a. 

4 

(2) Any farming sodcty in respect of which a certi
ficate of rcgi trflt.ion has been ib£Ul'd by t.he 
Regh.trar under 8ection I 0 of the Bombay 
Co-operative Societies Act, 1925, or any other 
Co-operative Societies Act applicable to tocieties 
in any ofthe component partN of Bombay State, 
before this Act comes into· force thall be 
deemed to have been vally regi tered under this 
Act, not with tanding that any of the proyj, ions 
of Chapter IX as to regictration have not been 
complied wifh. 

CHAPTER X. 

LAND MoRTGAGE BANKS. 

(1) This Chapter shall apply to land mortgage 
banks and any other bank permitted to function 
as such under this Act. 

(2) In this Act unless there is repugnant in the 
subject or context, ''State Mortgage Bank" 
means the Bombay State Co-operative Land 
Mortgage Bank, Limited" and includes the 
Saurashtra Central Co-operl\tive Land Mortgage 
Bank, Limited, and the Vidarbha Co-operative 
Bank, Limited, and ''mortgage bank" means a 
primary co-operative land mortgage bank register
ed or deemed to be registered under the Bombay 
Co-operative Societies Act, 1925, and admitted as 
a member of the State Mortgage Bank and include• 

Change. 

5 

New. 



116 

117 

Section 116. 
Appoint m e n t , 
powers and func
tions of Trustee. 

Section 117. Issue of 
debentures. 

the State Mortgage Bank wh<'re it fun~tions as a 
mortgage Bank and any other co-op<'rative bank 
permitted under this Act to function as a mortgage 
bank. 

(1) The Registrar, or where the State G<>vern. New. 
ment appoints any other person in this behalf, such 
person shall be the Trustee for the purpose of 
securing the fulfilment of the obligations of the 
State Land Mortgage Bank to the holders of 
debentures issued by the State Mortgage Bank. 

(2) The Trustee appointed under sub-section (1) 
shall be a corporation sole, by the name of the 
Trustee for the debentures in respect of which he is 
appointed, and, as such, shall have the perpetual 
succession and a common seal and in his corporate 
name shall sue and be sued. 

(3) Powers and functions of the Trustee shall be 
governed by the provisions of this Act and Instru
ment of Ttliat executed between the State 
Mortgage Bank and the Trustee as modified from 
time to time by mutual agreement between the · 
State Mortgage Bank and the Trustee; 

(1) With the previous sanction of the State G<>vern. New. 
ment and the Trustee, the State Mortgage Bank 
may for the purpose of investment in land 
mortgage business and for no other purpose, issue . 
debentures of such denominations for such p~riodS 
and at ·such rates of interests as it may deem 
expedient on the security of the mortgagee and 
other assets of the land mortgage business. 

(2) Every debenture may contain a term fixing a. 
period not less than 10 years and not exceeding 
30 years from the date of issue during which period 
it may be redeemable by reserving to the State 
Mortgage Bank the right to call it at any time in 
advance of the date fixed for redemption after 
giving • o the holder of the debenture not I ess than 
3 month's notice in writing. 
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Section ll8. 
Guarantee by 
State Govern· 
ment. 

Full text of the Section in column No.3. 

4 

(3) The tot~! a~ount due on debentures issued by 
the State Mortgage Ban~ and outstanding at any 
time sha II not exceed the a ggregh te oft he amounts 
due on the mortgages, the value of other assets 
transferred or deemed to have been transferred 
under Section 120 by the mortgage banks to the 
State Mortgage Bank and subsi8t,ng at su"h time 
and the amount~ paid under the mortgage afore
said and remaining in the hands of the State 
Mortgage Bank ofthe Trustee at that time. 

(1) The principal of, and intereBt on, the del en
tures issued under Section ll7 sha II carry the 
guarantee of the State Government to such 
maximum amount as mPy be· fixed by the State 
Government and subject to such cond.tions as the 
State Government may think fit to impose. 

(2) The State Government may, after consulting 
the State Legislature, increase the maximum 
amount of any guarantee given under sub
section (1). 

(3) Th.e State Government mny, after consulting the 
State l\Iortgn ge BH nk and the trustee, by notifica· 
tion in the Official Gazette and by notice, of not 
less than 14 d.,ys in such of the principal news
papers in the State and of other States in India 
as the State Government m .yselect in this beht.lf, 
diRcontinue the guarantee g. ven under sub-section 
(1) or restrict the l!llaximum amount thereof or 

Change. 

5 

N~w. 



119 Section 119. Vest
ing of property in 
trustee and deben
ture holders' 
'.lbarge on assets. 

morlify the conditions subject to which it is givt>n 
w>th e·,iect from a. specified date, not being earlier 
than stx months from the date of the publication 
oftbe not.fication in the Official Ga zettt>: Provided 
1ihat the withdra wa !,restriction or modification of 
any guarantee under sub-section (3) shall not in 
any way aiiect the guarantee oarried by any 
debentures issued prior to the date on which such 
withdrawal, restriction or modification takes 
effect. 

(4) Every notification and notice referred to in 
sub-section (3) shall, where the max·mum 
amount of guarantee is to be restricted, or the 
cond, tions su bject.to which the guarantee is given 
are to be modified, set forth, with sufficient 
lllearness, the scope and effect of the restriction or 
modificatioo9 as the case may be . . , 

(5) The State Government mqy also guarantee to 
the State Mortgage Bank for a specified period 
the rep1yment of loan to the extent of the excess 
where the loan given by the State 1\lortgage BR nk 
or a mortgage bank to a member for the develop
ment of any land is in excess of the amount of the 
loan to which such member would be t>ntitled 
on the basis ofthe value oftheland as determined 
in accordance with the principle of valuation 
approved by the Registrar. 

Upon the issue of debentures under the provisions 
of sub-section (I) of Section 117 the mortg ge 
and ssets referrerl. to in sub-section (3) of section 
117 held by the State Mortgage B nk shall vest 

in the trustee and the holders of debentures sh II 
h. ve a flo ting charge on all such mortgages and 
assets and on the amount paid under such 
mortgages and remaining in the hands of the 
State Mortgage Bank or ofthe trustee. 

New. 

--------~~---------------------------------------------------------------------------------------------------
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Section 120. Prio
rity of mortgage. 

Section 121. Mort. 
gages executed in 
favour of mort
gage banks to 
stand ve•ted in 
State Mortgage 
Bank.· 

Full text of the Section in column No. 3. 

4 

(I) A mortgage executed in favour of a mortgage New. 
bank shall have priority over any claim of the 
Government arising from a loan under the Land 
Improvement Lo"l-ns Act, 1883, or the Agricultu-
rists Loans Act, 1884 or under any other law for 
the time being in force, granted after the execu-
tion oft.he mortgage. 

(2) Notwithstanding anything contained in the 
Bombay Tenancy and Agricultural Lands Act, 
1948, or any other law for the time being in force 
.where a mortgage is in respect of land in which a. 
tenant has an interest, the. mortgage may be 
against the seeurity of such inter!'st and the rights 
of the mortgagee shall not be ai:ected by the failure 
of the tenant to comply with the requirements of 
that Act and the sale of th e land and tenants 
interest therein under the said Act shall be sub
ject to the prior charge of the mortgage bank. 

The mortgages cxe<'uted in favour of, and all other 
assets transferred to, a mortgage bank, by the 
members thereof shall, with e1:ect from the date 
of such execution or transfer, be deemed to have 
been transferred by such mortgage bank to the 
State Mortgage Bank snd shall vest in the trustee. 

New 

Change. 

5 



1~2 

123 

124 

Sect ion 1 '>·~ l\Iurt
gn.g£'R not to be 
oue•tiont'd on 
insolvency of 
mortgagors. 

Section 123. Right 
Jf mortgage bank 
to pay prior debts 
of mortgagor. 

Section 124. Mort
gagellexecuted by 
managers of joint 
Hindu families. 

NotwithAianuing anything containPd in the PrPsi- New. 
dency Towns In•olvcncy Act, 190!l or the Provin. 
cial ln8olvenry Ad, 1!120 a mortgage, executed in 
favour of a mortga~~:e bank shall not be call£'d in 
qui'Ation on the ground that it was . nt. executed in 
good faith for valuable consideration or on the 
ground that it was executed in ordPr to give the 
Bank a prefere~ce over other creditors of the 
mortgagor. 

(1) Where a mortgage is executed in favour of a New, 
mortgage bank for payment of prior debt of the 
mortgagor, the mortgage bank shah, notwithstand-
ing anythin!Z contained in the Tran&fer of 
PropPrty Act, 1882, by a notire in writing, require 
anv person to whom any such debt is due, to 
rPceive payment of such debt or part thereoffrom 
the bank at its registered office within such 
period as mlf:l: be specified in the notice . ... 

(2) Where any such person fails to accept such 
notice or, to receive such payments, such debts 
or part t.hereof as the case may be shall Cl'ase to 
carry interest from the expiry of the period speci
fied in the ·notice : 

Provided that where there is a dispute as regards 
the amount of any such debt, the pprqon to whotl\ 
suer, debt is due shall be bound to receive pay
ment of the amount oi.'ered by the mortgage 
bank towards the debt but such receipt ~hall not 
prejudice the right, if n.ny, of such person to 
recover the balance claimed by him. 

(1) Where a mortgage is executed in favour of a 
mortgpge bonk either before or after the commen
cement ofthis Actandis called in question on the 
ground that it was executed by Manager of a jo'nt 
Hindu family for a purpose not bind;ng on the 
members, whether major or minor, thereof, the 
burden of proving the same shall,notwithsta nding 
any Ia w to the contrary,lie on the party raising it. 

New. 
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Section I25. Rest
rictions on lease. 

Full text of the Section in column No.3. 

4 

(2) Mortgqges in respect ofloans by mortgage bank 
or the State Mortg"ge Bani< for the improvement 
of agriculturalland or of the methods of cultiva
tion, or for fin· rcmg any other means to raise 
productivity of the land, or for the purchase of 
land, shall not be called in question and shall be 
bind;ng on every member of such jo:nt Hindu 
family notwithstanding any law to the contrary. 

(I) Notwithstanding anyth;ng contained in the 
Transfer of Property Act, 1882, or any other 
enactment for the time being in force, no mort
gagor of property mortg~ ged to a mortgage bank 
1:1hall be entitled, after the execut;on of the 
mortg1ge, without the·prev:ous perm'ss·on of the 
bank wh· ch m' y be subject to such conditions as 
the b.1nk moy impose, to transfer or mortgage 
his equity of redemption or le!.Be such property ; 
Provided that no mortgage hJnk shall be compe
tent to g ve its approve~ I without the previous 
sanct;on of the State Mortgage Bank. 

(2) Where the State Mortgage Bank accords its 
oonsent under su b-sect.on (1) it shall send an 
intimation thereofto the trustee appointed under 
section 116. 

Change. 
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127 

128 

Section 126. Power 
of mortgage Bank 
to receive mom•y 
and give dis
charge. 

Section 127. Power 
ofMortgage Bank 
where mortgaged 
property is dest
royed or security 
becomes insuffi
cient. 

Section 128. Power 
to distrain. 

Notwithstanding anything contained in section 121 
all moneys due under the mortgr ge shall. unless 
otherw se directed by the State Mortg1 ge Bt nk or 
trustee and communicb ted to the mortg1 gor be 
payable by the mortgagor to the mortgt ge bank 
and such payments shall be as valid as if the 
mortgage has not been so transferred; and the 
mortgage b.mk sholl in the absence of any specific 
direction to the contr~>ry issued by the State 
Mortgage Bank or trustee and communicated to 
the b.mk as such be ent:tled to sue on the mortgage 
or take any other proceeding for the recovery of 
the moneys due und~r the mortgage. 

Where any property mortgaged to a Mortgage Bank 
is wholly or partially destroyed or the security is 
rendered insll.fficient for any other rea son and the 
mortgagor, £raving been given a rer sonable oppor-
tunity by the Bvnk of providing further security 
enough to render the whole security sufficient or of 
repr ying uch portion of the loan as m• y be deter-
mined by the Bank, hss fHiled to provide such 
security or to repay such portion of the loan the 
whole of the loan shall be deemed to fall due at 
once and the bank sholl be entitled to take action 
against the mortgagor under section 128 or 
section 129 for the recovery thereof. . · 

Explanation.-A security dhall be deemed insuffi
cient. within the meaning of this Section unless 
the value of the mortgaged property exceeds the 
amount for the time being due on the mortgage 
by such proportion as may be specified in the 
Rules or the Bye-laws of the mortgage bank. 

New. 

If any sum due as an instalment or part of New. 
an instalment payable under a mortgage executed 
in favour of a mortgage bank or the State Mort-
gage Bank has remained unpaid for more than 
one month from the date on which it fell due or 
if on default being made by the mortgagor in 
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Section 129. Sale 
of mortgaged 
property. 

Full text of the Section in column No.3. 

payment of land revenue or any other Govern
ment dues in respect of land mortgaged by him, 
the mortgage bank or the State Mortgage Bank 
has paid the same according to the Government 
dem!!.nd, the mortgage bank or the State Mort
gage Bank may, in addition to any otl:ler remedy 
available to the mortgage bank, apply to tne 
Registrar for the recovery of such sum by dist
raint a.nd sa.le of the produce of the mortgaged 
land including the standing crops thereon and on 
its furnishing the statement of accounts in respect 
of arrears the .r{egistrar may, after making such 
enquiries as he l eems fit, grant certificate for the 
recovery of the amount stated therein to be due 
as arrears. A certificate so granted by the 
Registrfl.r shall have the effect of the certificate 
issued under section 95 and the arrears stated to 
be· due therein shall be recoverable in the same 
manner as is prescribed under Section 9.') (3). 

(1) Notwithstanding anything contained in the New. 
Transfer of Property Act, 1882, or the Trustees 
and Mortgagees Powers Act, 18811, the mortgage 
bank or any persons authorised by it in this 
behalf shall, in case of default of payment of the 
mortgaged n10ney or any part thereof, have 
power, in addition to any other remedy available 
to the bank to bring the mortgage: property to 
sale by public auction in the village in which the 
mortgaged property is situated or at the nearest 
place of public reAort without the intervention 
of the Court : 

Change. 

5 



Provided that no action shall be taken under sub
section (1) and no such power shall be exercised 
unless and until {a) the mortga!(e bank has 
be n previously authorised to exercise the power 
conferred under snb-section (1) after hearing the 
objectionR, if any, of the mortgagor or mortgagors, 
{b) notice in writing r£'quiring payment of such 
mortgaged money or part thereof has been served 
upon, 

( i) the mortgagor or each of the ntortgagors, 

(ii) any person who has any interest in or charge 
upon the property mortgaged or in or upon the 
right to rf'deem the same so far d8 known to 
the bank, 

(iii) any ~urety·:for the payment of the mort
gaged debt or any part thereof, and 

(iv) any creditor of the mortgagor who has in a 
suit for administration of his estate obtained 
a. decree for sale of mortgaged property; and 

(c) def ult h s been m~de in payment of such 
mortg 'ged money or part thereof for three 
months after service of the notice. 

(2) If the mortgage bank fails to take action ag,;.inst 
defaulter under Section 127, Section 128 or under 
this Rection the State llrortgage Bank may direct 
the mortgage bank to take appropriate action and 
where ·no action i~ taken e:ther by the State 
Mortgage Bank or the mortgage Bank, the tru~tee 
may take such action. If such action is· taken by 
the trustee, the proviHions of this Chapter and of 
any Rule~ prescribed shall apply in respect thereto 
as if all reference.~ to the mortg ge bank in the said 
provision were reference to the trustee. 



Serial 
No. 

1 

130 

131 

Heading and 
Section No. in the 

Act in force. 

2 

Heading and 
Section of the Act 
as recommended 

by the Committee. 

3 

Section 130. Right 
of mortgage 
bank to buy 
mortgaged 
property. 

Section 131. App• 
lico.tion to set 
aside sale. 

Full text of the Section in column No. 3. 

4 

(1) .&otwithstanding anything contained in any New. 
law for the time being in force, it 'lhall be lawful 
for a. mortgage bank or thE> State Mortgage Bank 
to purchase any mortgaged property sold under 
this Chapter, ann in accordance with Section 97 
of this Act ana the prop rty so purchased may 
be dispo~ed ofi by such bank by sale within such 
period as may be fixed by the Tru~tee. 

(2) Nothing in the Bombay Tenancy and Agricul. 
tural Lands A<'t, 1948, or any other law for the 
timo being in force, fixing a maximum limit of 
a.gricultural holt1ing shall apply to the acquisition 
of lanu by a mortgage bank or the State Mortgage 
Bank under sub-section {1). 

(1) On effecting the sale by a mortgage brnk under New, 
section 129 the bank shall, in the prescribed 
manner, submit to the State Mortgage Bank and 
the Registrar a report setting forth the manner 

.in which the sale has been effected and the result 
of the sale and the St<tte Mortgage Bank may, with 
the approval of the Registrar, confirm the sale or 
cancel it. . 

(2) Where the sale is effected by the State Mortgage 
Bank under section 129 the State Mortgage Bank 
shall n the ptescribed manner, submit to the 
Registrar a report setting forth the manner in 
which the sale has been effected and the result 
of the sale, and the Registrar may confirm or 
cancel thA sale. 

(3) Where the trustee haq effected the ~~ale under 
section 129(2), he shall, in the prescribed mannE~r, 
submit to the Registrar a report, setting forth the 

Change. 

5 



--

Section 
posal 
proceeds. 

132. Dis· 
of sale 

manner in which the sale was effected and the 
result of tho sale, und the .itegistrar may confirm or 
cancel the sale. 

(4) '\'here an order is passed by Registrar under 
sub sections (J), (2) and (3) ronfinning a. sale, 
the sale shall thereupon become absolute. 

Explan'llion."--The Registrar shall not confirm a sale 
if the State GovernmPnt inhrms him that it ,Jaims 
to take the property at the sum last bid and 
deposits the full amount of tbP last bid. On 
so doing, the property shall be sold to the State 
Government. 

(1) The proceeds of every sale effected under 
section 129 o nd confirmed under section 131 shall 
be applied first in payment of all costs, charges, 
and expenses incurred in connection with the 
sale or 11ttempted sales, secondly in payment of 
any or all interesf..."gue on account of the mortgage 
in consequence whereof the mortg·' ged property 
was sold and thirdly, in payment of the principal 
due on account of the mortg 1 ge includ ",ng 
cost and charges incidental to the recovery. If 
there rem dns any residue from the proceeds of 
sale,thesame shall be paid tothe person proving 
himself interested in the property sold or if there 
are more such persons than one, then to such 
persons upon their joint receipt or according to· 
their respective interest therein as may be deter
mined by the mortgage bank. 

(2) Nvtwithstanding anything contained in sub
section ( J) no residue shall be disposed off unti130 
days have elapsed from the communication of 
the decision to p1y the residues, to all the persons 
concerned and all payments of such residue may 
thereafter shall be valid and effectual against 
any demand relating thereto made upon the 
mortgag6 bank by the mortgagor or by any 
other person. 
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(3) Any p3rson dissatisfied with the decision of the 
mortg:1ge bank in regard to the distribution of 
such residue may, within 30 days from the com
munication to him of such decision under sub
section ( 2), institute a suit in a court to establish 
1;he right he claims to such r sidue and on receipt 
of the intimation within the said period of 30 
days ofsuch suit being filed the mortgage bank 
shall not proceed with the distribution of the 
residue until the suit is decided and shall distri
bute the same thereafter in accordance with the 
deo'sion of the Court thereon. 

(I) Were a sale of a mortgaged property has New. 
become absolute under flection 1.11 and the sale 
proceeds have been received in full by the mort-
gage bank, the mortgage bank shell grant a 
certificate to the purchase~ in the pre~cribed form 
certifying the property sold, the sale price, the 
date of its sale, the name of the pt>rson who at 
the time of the sale is declarPd to be the purchaser 
and the date on whic·h the sale became absolute 
and upon the production of such certificate the 
sub-Registrar, appointed under the In•lian Regi
~tration Act, 1908, within the limits of whose 
juri~diction the whole or any part of the property 
comprising such certificate is situated shall 
enter the contents of such copy in his register 
relatiug to immovable property. 

(2) (a) Where the mortgaged property sold is in the 
occupancy of the mortgagor or of some person ·on 
his behalf or some person claiming under a title 
created by the mortgagor subsequent to murtgnge 
in favour of the l::ilate Mortgage Bank or the 

Change. 
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mortgage bank and a certificate in respect thereof 
has been granted under sub-section (1), the Court 
shall, on the application of the purchaser, order 
delivery to be made by putting such pur~;haser 
or any person whom he may appoint to receive· 
delivery on his behalf, in possession of the 
property. 

(b) Where the property sold is in the occupancy of 
a tenant or other person entitled to occupy the 
same and a certificate in respect thereof ha.s been 
granted under sub->ection (1), the Court shall, 
on the application of the purchaser a.nd after notice 
to such tenants or other persons, order the 
delivery to be made by affixing copy of the certi. 
ficate of sa.le in conspicuous place on the property 
anri proclaiming to the occupant by beat of drum 
or other customary mode at some convenient place 

· that the right, ~tile and interest of the mortgagor 
have been transferred to the purchaser. 

(3) Where any property is sold in the exercise or 
purported exercise of a power of sale under sec
tion 129 the title of the purchaser shall not be 
questioned on the grourid that the circumstances 
required for authorising the sa.le had not arisen or 
due notice of the sa.le wa.s not given or the power 
of sa.le was otherwise improperly or irregularly 
exercised: 

Provided tl}at any person who ha.s suffered a-ny 
damage by an unauthorised., improper or irregular 
exercise of any such power shall have a remedy. 

in damages against the mortgage_ bank and the 
State Mortgage Bank. . 

.Section- 134-,---Ex-- {1) Notwithstanding -anything- oontainedin th&---New.-
emption of Indian Registration Act, 191)8, it shall not be 
officers of necessa.ry for any officer of a mortgage bank or 
mortgage ban)t the State Mortgage Bank to appear in person or by 
from personal agent at any registered office in any proceedings 
a p p e a r a n o e connected with the registration of any instrument 

: , before the executed by him in his official capacity or to sign 
r e g i a t e r i n g as proviaed in section 58 of that Act, 
officers. 
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(2) Where any instrument is so exeeutea, the 
Registering Officer to whom such instrument is 
presented for registration may, if he thinks fit, 
.refer to such ofl1c;er for information respecting the 
same and, on being satisfied of the execution 
.thereof, shall register the instrument. 

I 

(1) Whenever under the provisions of this Chapter New. 
a notice is required to be given to any person in 
writing it shall be sufficient to send such notice 
by registered post. 

{2) The provisions of Sections 102 and 103 of the 
Transfer of Property Act, 1882·, and of any rules 
made under Section 104 thereof for carrying out 
the purpose of the Sections, shall apply so far as 
may be in respect of all notices to be served under 
this Chapter. 

Section 136. Offi- At anv saie of movable or immovable property, New,; 
cers of Banks not • held ·under the provisions of this Chapter, no 
to bid at sales. officer or employee of a mortgage bank or the 

. State Mortgage -Bank, except on behalf of the 
, Bank of which he is an officer or an employee, 
and no person having any duty to perform in 
connection with such sale shall either directly or 

. indirectly bid for,or acquire or attempt to acquire 
any interest in, such property. 

Change. 
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137 Section 137. Con· 
struction of re
ferences to other 
Acts. 

All references to the Ryderabad Land Mortgage 
Banks Act, 1349-F, the Ct>ntral Provinces Co
operative Land Mortgage Banks Act, 1937 and 
the Saurashtra. Co-operative Land :Mortgage 
Banks Act, or to any other Act, Central or State, 

.. occurring in any enactment made by any authority 
in India and for the time being in force in Bombay 
State shall, in the application, to the said State, 
of any such enactment, be read and construed 
as references to this Chapter and anythirg done 
or any proceeding commenced in pursuance of any 
such enactment on or after the date on which 
this Chapter shall have come into operation shall 
be deemed to have been done or to have been 
commenced and to have been had effect as if the 

(reference in such enactment to .the · Hyderabad 
Land 1\Iortgage Banks Act, 1349-F., the Central 
:frovlnces Co-e~erative Land 'Mortgage Banks 
A t, 19'}7, and the Saurasht.ra Co-operative Land 
Mort-gage Banks Act or any other Act, Central or 
State, for the time being in force in the areas 
comprising the Bombay State as on November 

!lst, 1956 or thereafter, had been the reference 
• to this Chapter and no such thin~ or proceefling 
'shall be deemed to have been invalid on the 
·gr ·und .. that snob enactment did not refer to 
tllis Chapter. · 

CHAPTER XI. 

OFFENCES AND PENALTIES. 

New. 

138 Section 62. Prohibi. Section 138. Prohi- (I) No person, other than a society registered under Insert the portion" under this Act and a 
- tiru:l.o£-the.-uli~fthe - --bition -of the--us~t--this Act·and ll. ·person or his··succi'issorinlnteres~--- -·person· or his successor ·tn-interest-of 

word · " co-opera of t~J.e word " co- of any name or title·; under which he traded or any name or title .. under which he traded 
tive." " operative." carried on business at the date on which this Act or carried on business at the date on 

comes into operation, shall without the sanction which this act comes into operation " 
of the State Government, function, trade or carry between the wordjl "registered" and 
onibusinesa uo'der any .nanie :011 title A:if 'wliich the " shall" in sub-section (1). 
word "co-operative" or its equivalent in any 
Indian language forms part. 
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(2) Every person who is a. member of a. society 
formed in contravention of Section 11(2) of this 
.Act and every person contravening the provisions 
of sub-section (1) shall be punishable with a fine 
which may extend to Rs. 500. 

139 Section 60, Offences. Section 139. Offen- It shall be an offence under this Act, if-
ces. 

(a) a. committee of a society with a working 
capital of Rs. 50,000 or more or an officer or a. 
member thereof fails without any reasonable 
excuse to give any notice, send any return or 
document, do or allow to be done anything, 
which the committee, officer or member is by 
this Act required to give, send, do or allow to be 

, done or comply with orders made under Section 
73; or 

(b) a committee of a society or an officer or member 
thereof wilfully neglects or refuses to do any 
act or to furni~h any information required for 
the purposes of this Act by the Registrar or 
other person duly authorised by him in writing 
in this behalf ; or 

Change. 

5 

Insert the word " function " between the 
words " Government " and " trade " 
in the second line. 

Substitute the words "equivalent in any 
Indian language " for the words 
"vernacular equivalent" • 

Thereafter redraft the section as shown in 
column 4. Substitute "sub-section 
(2)" for "sub-section (2)" as shown in 
column4. 

Insert the words" a committee of" at the 
commencement of sub-section (a). 
Substitute the word "committee" for 
the word " society " in the 3rd line. 

Insert the words " a. committee of" at the 
commencement of sub-sections (b), and 
(c). .Add the words" or fails to maintain 
proper accounts" thereafter at the end 
of sub-section (c). 

.Add " Sub-Sections (d), (e),(/), (g), (h), (i), 
(j), (k), (!), (m), (n), and (o) with 
explanation as in column 4. 

Delete "Sub-Section (d) " of Section 60. 



(c) a committee of a society or an officer or 
member thereof wilfully makes a false return 
or furnishes false information or !ails to maintain 
proper accounts ; or 

(d) a committee of a society or an officer or · 
member thereof fails to invest funds of such 
society in the manner required by Section 58 ; or 

(e) any person collecting share money for a society 
in formation does not deposit the same in the 
State Co-operative Bank or a central co
operative bank or an urban co-operative bank 
or a postal savings bank ; or 

(/) a person collecting the share money for a 
society in formation makes use of the funds so 
raised for condueting any busineBB or trading 
in the name of iC society to be registered or 
provisionally registered ; or otherwise ; or 

(g) a committee of a society or an officer or 
member thereof fails to comply with the 
provisions under section 63 (2), (3) and (I) ; or . 

(h) any officer of a society wilfully recommends or 
sanctions for his own personal use or benefit ~r · 
for the use or benefit of a person in whom he is 
interested, loan in the name of any other person ; 
or 

(a) an officer or member destroys. mutilates, 
alters, falsifies or secrets or is privy to the 
destruction. mutilation. alteration, falsification 
or secreting of any books, papers or aecurities or 
makes, or is privy to the making of any false or 
fraudulent entry in any register, book of account 
or document belonging to the society ; or 



Heading and 
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bs the Committee. 

3 

.':F\lil.te:it ·of the Se~Jtionin column No.3 

4 

(j} an officer or member who is in possession of 
~nformation, books and records, fails to furnish 
such information or produce books and papers 
or give assistance to a person appointed or 
authorised by the Registrar under Sections 69, 
70,75,80,81,90and99;_or · 

(k) an officer fails to hand over the custody of 
books, records, cash, security and other property 
belonging to the society of which he is an officer, 
to a person appointed under Sections 69, 70 
and 99; or 

(l) an officer or a member wilfully fails to comply 
with any decision, award or order passed under 
section 89 ; or 

(m) a member fraudulently disposes of property 
over which the society has a prior claim or a 
member or officer or .employee or any person 
uisposes of his property bysale, transfer, 
mortgage, gift or otherwise, with the fraudulent 
intention of evading the dues of the society; or 

(n) any employer and every director, manager, 
secretary or other officer or &gent acting on 
behalf of liluoh employer who, without sufficient 
cause, fails to comply with section 51(2); or 

Change, 



140 Section 60-A. Penalty 
for officer sanrtion· 
ing benami loam•. 

Section 60-B. Penalty 
for failure to pay 
amount under sec
tion 24-A and offen
ces by corporations, 

Section 61. Penalty 
for offences not 
otherwise provided 
for. 

Section 140. Penal
ties for often!'es. 

(o) ·an officer or member of a society or any person 
does any act or omission declared by the Rules 
to be an offence. 

Explanation.-For the purpose of this section an 
officer or a member referred to in the section shall 
jnclude past officer and past member as the case 
'maybe.-

Eyery society, officer or· past officer or member 'or 
\past member or an employee or past employee of 
a socie,ty or any other person found guilty of an 
offence referred to in Section 139 shall be liable 
to be punished- · · 

" 
! (•l) 'with fine no~ exceeding five hnndrea rupees 

provided that' he is convicted ot· an offence 
·' · referrel to in t5ectibn 139(a); or · 

(b)'with imprisonment :ror' a term :which J may 
extend to one month or with fine .Ao,t exceedir g 

'five hundred rupees 'or with both 'provided that 
· he is convicted of an offence referred- to· in 
. section 189(b); or · · .. ' 

('e~ with impriRonment for a term which :may 
· extend to one year or with fuie not exceeding 
· rupees two thousand or both provided that· he 

19 convicted of an offence referred to in section 
139(c); or 

(d) with fine not exceeding five hundred rupees· 
provided that he is convicted of an oflence 

referred to in Rection 139(d) ; or 

Delete Sections 60-A, 60-B ana 61 and 
redraft the provisions for penalties as in 
section 140 as shown in column 4 in 
respect of offences detailed under Sec
tion 139 above. 

(e) with fine not exceeding five hundred rupees 
~ . provided that he is convicted of an offence 

referred to in section 1J9 (e) ; or 
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(/)with imprisonment for a term which may 
extend to one year provided that he i~ convic
ted of an offence referred to in section 139(/); 
or 

(g) with fine not exceeding two hundred and 
fifty rupees provided that he is convicted of an 
offence referred to in section 139(g); or 

(h) with imprisonment for a term which may 
extend to two years provided that he is convicted 
of an offence referred to in section 139(h) ; or 

(i) with imprisonment for a term which may 
extend to three years provided that he is 
convicted of an offence referred to in section 
139(i) ; or 

(j) with fine not exceeding five hundred rupee1 
provided that he is convicted of an ojfence 
referred to in section 139 (j); or 

(k) with fine not exceeding five hundred rupeee 
provided that he is convicted of 110 offence 
referred to in section 139(k) ; or 

(l) with imprisonment for a term which may 
extend to six months or with fine not exceeding 
five hundred rupees or both provided that he 
is oonvicte 11 of an off'{· nee referred to in section 
l39(Z); or 

Change. 

i 



(m) with imprisonment for a term which may 
extend to six months or with fine not exceeding 
one thousand rupe<'s or both provided that he 
is convicted of an offence referred to in Section 
139 (m); or 

(n) with imprisonment for a term which may 
extend to one month or with fine not exceeding 
five thousand rupees or with both provided 
that he is convicted of an offence referred to in 
Section 139 (n); or 

(o) w1th fine not exceeding two hundred and 
fifty rupees provided that he is convicted of 
an offence referred to in Section 139 (o). 

141 Section 63. Cogniz- Section 141. Cogni- (1) No court inferior to that of a Presidency Magis- No change. 
ance of offences. zance of offences. trate or a Magi!!.'trare of the First Class shall try 

any offence under this Act. 

(2) Notwithstanding anything contain€d in the 
Code of Criminal Procedure, 1898-
(a) every offence under this Act shall, for the 

purposes of the said Code, be deemed to be 
non-cognizable; 

(b) it shall be lawfulfor a Presidency Magistrate" 
or a Magistrate of the First Class to pass 
a sentence of fine exceeding one thousand rupees 
on any person convicted of an offence under 
Section 139 (n). 

(3) No prosecution under this Act shall be lodged 
except with the previous sanction of the State 
Government in the case of an offence under 
Section 139 (n) and of the Registrar in the case 
of any other offence under this Act. Such 
sanction shall not be given except after hearing 
the party concerned by an officer authorised in 
this behalf by the State Government by a general 
or special order. 
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142 Section 63A. Bom
bay Co-operative 
Tribunal. 

Heading and 
section of the Act 
as recommended 
by the Committee, 

3 

Section 142. Bom
bay State Co
operative Tribu. 
nal. 

Full text ofthe Section in column No.3. 

4 

CHAPTER XII .. 

APPEALS AND REVIEW. 

(1) The State Government shall constitute a Tribunal 
called the Bombay State Co-operative Tribunal, 
to exercise the functions conferred on the Tribunal 
by or under this Act. 

(2) The Tribunal shall consist of not more than 
four members possessing such qualifications as 

'. m.ay be prescribed. 

(3) Where the Tribunal consists of more than one 
member, any two members of the Tribunal shall 

· ·form. the quorum. for the disposal of its business. 

(4) Any vacancy in the membership of the Tribunal 
shall be filled by the State Government. 

(5) ·Subject to the previous sanction of the State 
Government, the Tribunal shall frame regulations 
consistent with the provisions of this Act and Rules 
made thereunder for regulating its procedure and 
the disposal of its business. 

(6) The regulations made under sub-section (4) shall 
b)) publish~d in the Official Gazette. 

Change. 

5 

Substitute the word " four " for the word 
"three" wherever it occurs in this 
context. 

Re-number "sub-section 2A" as "sub
section (3) ". 

Substitute the words "more than one 
members" for the words "three mem
bers " and with consequential 
change in serial number of sub-section 
(3), (4), (5), (6), (6A) and (7). 

Add "explanation " as shown in Column 4. 



143 Section 63B. Review 
of orders of Tribunal 

Section 143. Re
view of orders of 
Tribunal. 

(7) The Tribuna\ may call for and examine the 
record of any proceedings in which an appeal lies 
to it for the purpose of Ratisfying itself as to the 
legality or propriety of any decision or . order 
passed. If in any case it shall appe11r to the 
Tribunal that any such decision or order should 
be modified, annulled or reversed, the Tribunal 
may pass such order thereon as it may deem fit. 

(8) Where an appeal is made to the Tribunal under 
Section 93, it may, in order to prevent the ends 

· of justice being defeated, make such interlocutory 
orders pending the decision of the appeal as may 
appear to it to be just and convenient or such 
orders as may be necessary for the ends of justice 
or to prevent the abuse of the process of the 
Tribunal. 

(9) An order passed in.appeal, or in revision under 
sub-section (7) or in rflview under section 143 by 
the Tribunal shall be final and conclusive and shall 
not be liable to be called in question in any civil 
or revenue court. 

Explanation.-The Tribunal hearing an appeal under 
section 93 shall exercise all the powers conferred 
upon an appellate court by section 97 and order 
41 of the Civil Procedure Code. 

(1) The Tribunal may, either on the application of No change. 
the Registrar or On the application of any party 
interested, review its own order in any case and 
pass in reference thereto such order as it thinks 
fit;. . 

Provided that no such .application made by the 
applicant shall be entertained unless the Tribunal 
is satisfied that there has been a discovery of new- · 
and important matter of evidence which after 
the exercise of due diligence was not within the 
knowledge of the applicant or could not be 
produced by him at the time when its order was 
nia.de or that there has been some mistake or error 
apparent on the face of the record or for any other 
sufficient reason : 

-··-~' 
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144 Section 63C. Tribunal Section 144. Tribu-
to have powers of nal to have powers 
Civil Court. of Civil Court. 

145 Section 64. Appeals ••• Section 145. Appeals. 

Full text of the Section in column No.2. 

Provided further that no such order shall be varied 
or revised unless notice has been given to the 
parties interested to appear and be heard in 
support of such order. 

(2) An application for review under sub-section (1) 
by any party shall be made within 90 days from 
the date of the communication of the order of 
the Tribunal. 

Change. 

5 

(1) In exercising the functions conferred on it by No. change• 
or under this Act, the Tribunal shall have the same 
powers as are vested in courts in respect of-
(a) proof of facts by affidavits ; 
(b) summoning and enforcing the attendance of 

any person and examining him on oath ; 
(c) compelling the production of documents ; and 
(d) issuing commissions for the examination of 
witnesses. 

(2) In the case of any such affidavit, any officer 
appointed by the Tribunal in this behalf may ad
minister the oath to the deponent. 

(1) An appeal against an order or decision under 
Section 10, 13, 14, 17, 18, 19, 36, 60, 68, 69, 70, 
98 and 101 shall lie'-
(a) if made or sanctioned or approved by the Re

gistrar or the Joint Registrar on whom powers 
of the Registrar are conferred, to the State 
Government; 

Delete the figures " 45 and 50A " in sub
section (1). 

Add sections "14, 17, 18, 19, 36, 60 68, 
69 and 70" as of the Bombay Co

operative Societies Act, 1957, and rear
range the serial order in sub-section (1). 



146 

147 

Section 64-1A. Exten
sion of period of! imi
tation by appellate 
authority in certain 
cases. 

Section 54A. Power of 
State Government 
and the Registrar to 
call for proceedings 
of subordinate 
officers and to pass 
ordersthereon. 

Section 146. Exten
sion of period of 
limit a t i o n by 
appellate autho
rity in certain 
cases. 

Section 147. Power 
of State Govern
ment and the Re
gistrar to call for 
proceedings of su
bordinate officers 
and to pass orders 
thereon. 

(b) if made or sanctioned by any person other 
than the Registrar or the Joint Registrar on 
whom the powers of the Registrar are conferred, 
to the Regi>~trar. · 

(2) .An appeal against an order or decision under 
sections 73, 82, 85 and any order passed by the 
Registrar for paying compensation to a society 
and any other order for which an appeal to the 
Tribunal has been provided under this Act shall lie 
with the Tribunal. 

(3) An appeal under sub-sections (1) and (2) shall be 
filed within two months of the date of communi
cation of the order or decision. 

(4) Save as provided in this Act, no appeal shall lie 
against any order, decision or award passed in 
accordance with this Act, and every such order, 
decision or award shall be final and where the 
appeal has been pro'lilded for, any order passed on 
appeal shall be final and no appeal shall lie against 
it. 

In all cases in which it is provided under this Act that 
an appeal may be filed against any decision or 
order within a specified period, the appellate au
thority may admit an appeal after the expiry of 
such period, if the appellant satisfies the appellate 
authority that he had sufficient cause for not 
preferring the appeal within such period. 

The State Government and the Registrar may call for 
and examine the record of any inquiry or the pro
ceedings of any officer subordinate to them except 
those referred to in sub-section (7) of section 142 
for the purpose of satisfying themselves as to the 
legality or propriety of any decision or order pass
ed and as to the regularity of the proceedings of 
such officer. If in any case, it shall appear to the 
State Government or the Registrar that any 
decision or order or proceedings so called for should 
be modified, annulled or reversed, the State 
Govt)rnment or the Registrar, as the case may be, 
may pass such order thereon as to it or he may 
deem. fit. 

Add the words " or approved" after the 
words "or sanctioned " in clauAe (a). 

Insert the words " the Registrar" between 
the words " other than " and " or the 
Joint Registrar" in Clause (b), 

Delete" the proviso under sub-section (1)" 
and re-draft it as shown in "sub-section 
4 " under Column 4. 

Add "sub-section (2) " as shown in Col.4, 
Renumber "sub-section (2)" as "sub

section ( 3) " as in Col. 4. 

No change. 

No. change~ 

CJ:I 
00 ..... 
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148 

149 

Heading and 
seation No. in the 

Act ir> force. 
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i ...... 

Heading and 
section of the Act 
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by the Com.nlittee. 
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Section 148. Re· 
gistrar and other 
officers to be 
public servants. 

Section 149. Indem
nity for aLts done 
in p:ood faith. 

150 Se3tion 65. Recovery Section 150. Ro-
of sums due to the t:overy of sums 
Government. due to the ' 

Government. 

· Full text of the S~ction in c~Iumn ~ o: a. 

4 

CHAPTER XIII. 

MISCELLANEOUS. 

The Registrar, a person exercising the powers of the 
Registrar, a person authorised to hold an enquiry 
under Section 80 or to make an inspection under 
Section 81, a person appointed as a Liquidator 
under Section 99 or as a nominee or board of no
minees under Section 87, or authorised under 
.Section 75(1) to audit the accounts of a society, 
shall be deemed to be a public servant within the 
mear>ing of Section 21 of the Indian Penal Code. 

Change. 

5 

New. 

No suit, prosecution or other legal proceedings shall New. 
lie against the Registrar or any person subordinate 

·to him or acting on his authority, in respect of any-
thing dono or purporting to }>ave been done by him 
under thi1:1 Act in good faith. · 

(1) All sums due from a society or from ltD officer 
or member or past member or a deceased member 
of a sotiety as such to the Government may be 
recovered according to the law and under the rules 
for the tin..e being in force for the recovery of 
arrears of land revenue. 

(2) Sums due from a society to the Governn1ent 
and recoverable under sub-section (1) may be re
cpverPd firstly, from the property of the society, 
secondly, in the case of a societ-y of which the 
liability of the members is limited, from the mem
bers or past men..bers or the estate of dect>ased 

Insert the words" or the estate of deceased 
men.. ber" between the words "past 
member" and "subject to~· in sub
section (2). Substitute the words "so
cieties with unlimited liability" for 
the words "other societies" in sub
section (2). 

Add the words " or estate of deceased 
members" at the end of sub-section (2). 

Insert the words " or eijtate of deceased 
members" between the words "paHt 
members" anrl "shaH "in sub-sectior>(3). 



)51 Section 67. Power to 
exempt societies 
from provisions of 
Act. 

Section 151. Power 
to exempt socie
ties from provi
sions of Act. 

molll bers, subject to the limit of their liability; 
and, thirdly, in the case of societies with unlin'lited 
liability from the members or past member11 or 
estate of deceased memben. 

(3) The liability of past member or estate of· de
ceased members shall in all cases be subject to the 
provisio~s of Section 33. 

The State Government ruay, by general or special 
order to be published in the Official Gazette, ex
empt any society or class of societies from any of 
the proviHions of this Act, or may direct that such 
provisions shall apply to such so<>iety or class of 
societit>R with euch modifications as n.ay be speci
fied in the order: provided that no order to the 
prejudice of any society shall be passed without 
any opportunity bcing given to such society to 
represent its case. ·... . 

No change. 

]52 Section 68. Indian Section 152. Com- The provisions of the Companies Act, 11)56, shall not Substitute the words" the Com:ranies .Act, 

Ui3 

Companies Act not panics Act not to apply to societies registered under this Act. 1956" for the words •· the Indian Com-
t.J Apply. apply. panics Act, 1913. ". 

Section 69. Branch11s. 
etc. of Societie!! out
side the Presidency. 

Section 153. Bran
ches etc. of socie
ties outside the 
State. 

{1) No society other than a. society registe~ed 
under this Act shall open a. branch or a. place of 
business outside Bombay State and no co-opera
tive society registered under 'l.ny law in any 
other State shall open u. branch or a. place of 
business in Bombay State Without the perr. ission 
of the .rtegistrar. 

(2) EV'ery co-operative society registered ·under 
'any other State and permitted to open f. Branch 
or a place of business in Bombay State under 
sub-section (l), or which hall .. branch or a. place 
of business in Bombay' State at the commence
ment of this Act shall witnin 3 months frotn the 
commenoetnent.o~ this Act, or from the opening 
of sucli brarich"ot place of busin~ss, file with the 
Registrar a certified copy of the byelaws and 
amendments and, if these are not written in 

SubRtitute the figure '' J "for the figure 
" 6 " in the third line. 

·Redraft the section as sub-section as 
shown under column 4. 
Add" sub-section (l) " as shown under 

c:,lumn4. 

--------------------------------~~--~=--~·-·~--~~ 
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154 Section 70. Notice Section 1'>4. Notice 
neces~ary in suit~. neces<ary in suits. 

}5j Section 71. Rules ... Section 155. Rules. 

Full text ofthe Section in column No.2. 

4 

English language, a certified translation in English 
thereof, and shall submit to the Registrar such 
returns and information as are submitted by 
similar societies registered under this Act in 
adc..ition to those submitted to the Registrar of 
the State where such society is registered. 

No suit shall be instituted against a society or any 
of its officers in respect of any act touching the 
business of the society until the expiration of 
two months next after notice in writing has . been 
delivered to the Registrar, or left at his office , 
stating the cause of action, the name, description 
and place of residence oft he plain tift and the 
relief which he claims, and the plaint shall 
contain a statement that such notice has been so 
de\ivered or left. 

( 1) The State Government may, for the whole or any 
part of the State and for any soriety or class of 
societies, make rules for the conduct and 
regulation of the business of such society or class 
of societies and for carrying out the purpose of 
this Act. 

(2) In particular and without prejudice to the 
generality oft he foregoing power such rulesmay-

Change. 

5 

No change. 

Substitute the word "State" for the 
"Presidency" wherever it occurs. 

Substitute the portion "for the conduct 
and regulation of the business of such 
society or class of societies and for 
carrying " for the words " to carry " 
in Section 71 (1). 

(1) subject to the provisions of section 3 prescribe Add "Clause (1) under sub.aection (Z) ·~ 
the delegation of powers vested in the Registrar as in Column 4. 
to persons appointed to assist the Registrar ; 



(2) prescribe the forms to be used and the 
conditions to be complied with in the makin!l' of 
&oplications for the registration of a society 
and the procedure in the matter of such 
application; · 

(3) prescribe the ma.tters in respect of which a 
society may make, or the Registrar may direct 
a society to make, by-laws and 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 ; 

(4) prescribe the procedure to be followed and 
conditions to be observed for change of name 
or liability, amalgan ation, transfer, division, 
con version, or reconstruction of society ; 

{5) prescribe the fQilll of and procedure for an 
application undeP"Section 19 acd the procedure 
for calling, holding and conducting a meeting 
under that Section ; 

(6) prescribe the conditions to be complied with 
by a person applying for admission or admitted 
as a member and provide for the election and 
admission of members and the payment to be 
made and the interest to be acquired before 
the exercise of the right of membership; 

(7) prescribe in the case of a federal society or 
class of federal societies the proportion of 
individual members to society members in such 
society or t'lass of societie.q and the proportion 
of individual members to society members in 
the committee of such society or class of 
societies; 

(8) subject to the provisions of Section 27, 
prescribe the maximum number of shares or 
portion ofthe capital of a society which n.ay be 
held by a m.mber; 

Add also enabling clauses under sub. 
section (2) to provide for n.atters arising 
out of the expansion of the Act and in 
particular in respect of the following
(i) matters relating to land mortgage 

ba1 ks in respect of which a spLcial 
chapter has been included; 

(ii) expulsion of a member; 

{iii) limits of borrowing for different 
classes of societies ; 

{iv) conditions for satisfying the charge 
of a society ; 

{ v) Regulations of investment of funds ; 

{vi) administration 
Provident Fund ; 

of Employees' 

(vii) Procedure and conditions in respect 
of affiliations to a federal society. 

(viii) Conditions for disqualifying 
. a member for voting ; 

{ix) Qualifications of employees; 

{x) Procedure in respect of suspension 
' of Committee ; 

{xi) Seizure of records ; 

{xii) Rectification of defects in account ; 
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(9) prescribe the procedure for the admission of 
joint members, members of a joint Hindu 
undivided family, and minors and persons of 
unsound mind inheriting the share or interest 
of decpased members and provide for their rights 
and liabilities. 

(10) provide for the withdrawal, removal or 
expulsion of members and for the payn..ents to 
them and for the liabilities of past members and 
the estate of deceased members; · 

(11) presoribe the conditions and procedure for 
the transfer of share or interest; 

( 12) provide for the nomination of a person to 
whom the share or the interest of a deceased 
mem her may be paid or transferred: 

(13) provide for ascertaining the value of a share 
or interest of a past member or deceased 
member; 

{14) prescribe the payments to be made and the 
conditions to be complied with by n embers 
applying for loans, the period for which loans 
may be made, and the amount which may be 
lent to an individual member; 

~15.1 provide for the inspection of documents in 
the Registrar's Office and the levy of fees for 
granting certified copies of the same; 

{Hl) the procedure for registering the address of a 
society and the change of its addres~; 

{17) provide for the formation and mainten
ance of a register of members, and where the 
liability of the members is limited by shares, of 

. a register of shares and a list of members; 

Change. 

5 
------------

'(:!iiii) Constitution of supel,'visory autho· 
rity; 

(~iv) Transfer of property wh ch cannot 
be sold; 

(:!iv) Investigation of claims ; 

(zvi) Qualifications of liquidator, 
auditor t~tc.; 

(zvii) Procedure for appeals to State 
Government thereafter redraft ' sub· 
section (2)' as in Colwrn 4. 



(18) provide for securing that tlul11hare capital of 
any society shall be variable in such a way 
as may be necessary to secure that the share 
shall not appreciate in value and that neces
sary capital shall be available for the society 
as required; 

(19) provide for the procedure to be adopted by a 
110ciety with limited liability in order to reduce 
its share capital; 

(21)) prescribe the period and terms upon which 
Government aid may be given to societies and 
terms under which the State Government may 
subscribe to the share capital of and guarantee 
the payment of the principal of an interest on 
debentures issued by societies; 

~21) regulate the manner in which funds may be 
raised by a society or class of societies by means 
of shares o debe!ltures or otherwise and the 
quantum of fund...,.so raised ; 

(22) prescribe the limits for loans to be granted by 
a society or class of societies against di:trerent 
classes of securities or without security and the 
procednre for granting loans ; 

(23) prescribe the manner of recalling a. loan ; 
(24) prescribe thA limits for granting credit by a. 

non-credit society or a. class of non-credit 
societies; 

( 25) prescribe the prohibitions and restrictions· 
subject to which societies may trade or transact 
business with persons who are not members; 

.~26) prescribe the conditions in which any charge 
in favour of a. society shall be satisfied and the 
extent to which and the order in which the 
property to the charge shall be used in its 
satisfaction ; 

(27) provide for giving reasonable notice of the 
"harge under Section 50; 

(28) prescribe the procedure by which a society 
slia.ll ca.lcula.te.a.nd write off bad debts; 
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(29) prescribe the sums which, in addition to those 
referred to in section 53(1), shall be deducted 
from profits before arriving at the profit for the 
purpose of section 53(2) ; 

(30) provide for the formation and maintenance of 
reserve fund, and the objects to which such 
fund m •Y be applied and for the investment 
and use of any fund including reserve fund 
under the control of a society; 

(31) prescribe the conditions under which profits 
may be distributed as dividend and bonus 
among the members and non-members of a 
society under ~ection 55 ; 

(32) prescribe the rate at which a society shall 
contribute towards the educationalfund of the 
Bombay State l'u-operative Union; 

(33) define the co-operative purpose for which a 
society shall, under section 57, utilise its fund; 

(34) prescribe the mode of investment of funds of 
a society under section 58 and the proportion of 
investment in any security or class ofsecurities; 

{35) provide for the payment of contribution to 
any provident fund which may be established 
by a society for the benefit of officers and 
servants employed by them and for the 
administration of such provident fund ; 

(36) prescribe the procedure and conditions for 
the exercise by a federal society of the powers 
conferred by this Act and the conditions on 
which the Registrar may direct a society to be 
affiliated to a federal society under Section 60; 

Change . 

5 

:..:> 
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00 



(37) provide for general meetings of the members, 
for the procedure at such meetings and the 
powers to be exercised by such meetings; 

(38) prescribe the circumstances in which and 
the methods by which delegates may be elected 
under ect' on 62 for the purpose of , ection• 63 
and 6!, the manner of electing delegates for 
any of the purposes ofthis Act and the manner 
in which delegates so elected shall vote; 

(39) prescribe the conditions in which a member 
of a society may be disqualified from voting; 

· ( 40) provide for the appointment, suspension and 
removal of the members of the committee 
and other officers and for the appointment of 
administrator under ~action 70 and prescribe 
procedure at. meetings of the committee and 
for the powers to be exercised and the duties to 
be performed by-t)l.e committee, administrator 
and other officers; 

(41) prescribe qualifications for members of the 
committee and employees of a society or class 
of societies .. nd the conditions ofservice subject 
to which persons may be employed by societies; 

(42) prescribe the conditions for deputation of 
and the powers to be exercised and duties to be 
performed by persons appointed under section 
71 (2); 

(43) prescribe the returns to be submitted by a 
society to the Reg'strar and provide for the 
persons by whom and the form in which such 
returns shall be submitted; 

(44) prov de for the persons by whom and the form 
in which copies of documents and entries in 
books of societi·es may be certified and the 
charges to be levied for the supply of copies 
thereof; 

(45) provide for the procedure to be adopted 
. by the Registrar in the cases where the taking 
of possession of books, documents, securities, 
cash and other properties of a society or of . 
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a society the affairs of which have been 
ordered to be wound up by the Registrar or 
by a person entitled to the same is resisted or 
obstructed: 

(46) provide for the. procedure to be adopted for 
taking possession of books, documents, 
securities, cash and other property of a society 
by a person acting under ections 74, 75, 80 and 
81 in cases where mi8appropriation of funds, 
breach of trust or fraud has been committed or 
where it is suspected or apprehended that the 
books, documents, securities, cash and other 
properties are likely to be tampered with or 
destro~ ed or do e a way with: 

(47) prescribe the accounts and books to be kept 
by a society or cluss of societies ~ 

(48) prescribe the procedure for conducting an 
audit, the matters on which the Auditor shall 

. submit a report, the form in which the state
ment of accounts shall be prepared for his audit, 
the limits within which the Auditor may 

examine the monetary transactions of a society 
the form of audit memorandum and report and 
the charges, if any, to be paid by a society for 
audit; 

(49) preRcribe the procedure for appointment of 
Auditors under section 75; 

(50) prescribe the form for rectification of defects 
discovered in the course of audit, inspection or 
enquiry; 

Change. 

5 



(51) prescribe the procedure and principles for 
the conduct of enquiry under section 80 and 
inspection under section 81; . 

(52) prescribe the procedure for apportioning the 
cost of enquiry and inspect.on and for 
assessing damages. against delnquent promo
ters under . ection 85 and for recovery of cost 
and dameges; 

(53) prescribe the manner in which appointment 
shall be made and control exercised by, and 
the number of persons comprising, and 
functions to be performed by, the authority 
constituted under ~ection 86, the manner of 
election and nomination of such persons the fee 
to be paid to such authority and the manner of 
such payment and the procedure for and the 
method of calcql..ting any cost, charges or 
expenses require<tto be 1 vied under this Act or 
the rules; 

(54) provide for appointment of Registrar's 
nominee or board of nominees, procedure to be 

followed in proceedings before the Registrar 
or his nominee or board of nominees and for 
fixing,andlevying. the expenses for determ:,ning 
the dispute and for enforc:ng the decisions or 
awurds in such proceedings; 

(55) prescribe the form in which a dispute shall 
be referred to the Reg stra r; . 

(56) provide for the issue and service of processes 
.. and for proving of service thereof; 
(57) provide for the investigation of claims and 

objections that may be preferred against any 
attachment effected by the Registrar; 

(58) prescribe the procedure for and the method 
of recovery of any sums due under this Act or 
the rules; 

(59) prescribe the procedure to be followed for the 
custody of property attached under section 91; 

(60) prescribe the procedure to be followed in the 
execution of a wards ; 

-~~--------------------------------~~--------------------~----~------------~ 
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(61) prescribe the manner in which any property 
shall be delivered to, and the tern.s and condi
tions subject to which such property shall be 
held by a society under section 97; 

(62) prescribe the procedure for attachment and 
sale of property for the realisation of any 
security given by a person in the course of 
execution proceedings ; 

(63) prescribe the procedure and conditions for 
the ext:rcise of the powers conferrtd under sec
tion 101 and the procedure to be followed by 
a liquidator and provide for the disposal of 
surplus a'sets; 

(64) prlscribe the matters in which an appeal 
shall lie from the order of a liquidator appoin
ted under section 99; 

(65) ·prescribe tht: procedure for the withdrawal of 
orders to wind up a society; 

(66) prlscribe the particulars to be furnished by 
the persons applying for the registration of 
a society to which Chapter !Xis applicable; 

(67) pnscribe the procedure for examining & 

Scheme proposed by promoters of a society to 
which Chapter !Xis applicable; 

(68) prescribe the manner of determining the 
value ofland of a mem her of a society to which 
Chapter IX is applicable; 

(69) prescribe the procedure and conditions for 
the issue, redemption ,re-issue, transfer, replace
ment or oonver~ion of debentures, issued by a 
society to which Chapter Xis applicable; 

Change. 



(70) prescribe the maximum amount of principal. 
the rate of interest and other conditions for 
the guarantee of debenturrs i~sued by a society 
to which Chapter Xis applicable; · 

(71) prescribe the qualifications and methods of 
appointment of an officer to effect sale under 
section 129 and the powers and functioLS which 
such an officer may exercise; 

(72) prrscribe, in the case of sale ofimmoveabl e 
property under Chapter X,-
(i) the procedure for proclamation and conduct 

ofthe sale and the conditions on which an 
attempt of sale may be abandoned; 

(ii) the method of calculating the expenses 
incidental to the sale or attempted sale ; 

(iii) the procedure for the receipt of deposit and 
diRposal ofth~tproceeds of sale; 

(iv) the proceduPe for are-sale if an attempted 
sale is abandoned or the purcha8e money is 
notdeposit£d within the prescribed time 
and the penalty to be levied agairst the 
purchaser who fails so to deposit the purchase 
money; 

(v) the form and method of disposal of money 
by a mortgage bank under section 132 ; 

(vi) the form of sale certified under section 133; 
(vii) the form of the notice to be served :under · 

section 135 ; · 
(viii) the fee payable for the service of such 

notices and the manner of serving such 
notices on, and of the transmitting landlords 
fee to the landlord named in such notices ; 
and 

(ix) the procedure for the delivery by the 
Court of the property purchased to the 
purchaser under section 133 ; 

(73) prescribe the time within which and the 
procedure according to which property pur
chased by a. mortgage bank at a. sale of 
immovable property under Chapter X shall 
be disposed off by the Bank; 
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(74) prescribe for the appointment of a receiver 
of the produce and income of the mortgaged 
property for sale under section 129, the con
ditiors in which he may be appointEd or 
remov~d, the powers and functions which he 
may exerci~e and the expcns£s of manag£ment 
and rl muneration which he may re<'dve ; 

(75) pnscribe the circun:starcts in which action 
may be taken by a mortgage bank against 
a mortgagor under section 129 (2); 

(76) pnscribe the proC£dure to be followed in· 
presentirg and dispo~irg of appeals; 

(77) prescribe the qualifications of the members 
of the Tribunal; 

(78) prrscribe in the case of appeals lying to the 
State Governmt-nt the authority to which 
power of hearing appeals may be delegatEd; 

(79) prEscribe the method of communicatirg or 
publishing any order ,decision or awardr~ qui red 
to be communicated or published under this 
Act or the ltules; and 

(80) provide for all matters expressly required or 
allowed by this Aot to be prescribed by Rules. 

(1) Every Society now existing which has been 
registered under the Co-operative Credit Societies 
Act, 1904, or under the Co-operative Societies 
Act, 1912, or under the Bmnbay Co-operative 
Societies Act, 1925, or under the Bombay 
Co-operative Societies Act, 1925, aR ad.tpted 
and applied to the State of Saurashtra 

Change. 

5 

Add the portion "or under the Bombay 
Co-operative Societies Act, 1925, as 
adapted and applied to the State of 
Saurashtra, or the Bombay Co-operative 
Societies Act, 1925, read with the Kutch 
(Application of Laws) Order, 1949, or the 
Co-operative Societies Act, 1912, as 



157 Section 72-A. Con- Section 157. Con-
struction of refe- struction of 
rences to Co-opera· references of Co-
tive Societies Act, operative Socit tics 
1912, in enactment.· Act, in enactment.-

o.r the Bombay Co-operative Societies Act, 1925, 
read with the Kutch (Application of Laws) Order, 
1949, or the Co-operative Societies Act, 1912, as 
applied to Vidarbha, or the Hyderabad Co
operative Societies Act, 1952, shall be deemed to 
be registered under this Act and its by-laws shall 
so far as the same are not inconsistent with the 
express provisions of this Act, continue in force 
until altered or rescinded. 

(2) All appointments, rules and orderR made, noti
fications and notices issued and suits and other 
proceedings instituted, under the said Act 
shall, so far as may be, be deemed to have been 
respectively made, issued and instituted under 
this Act. 

All references to the ·~a-operative Societies Act, 
1912, the Bombay Co-operative Societies Act, 
1925, and to any other Co-operative Societies Act 
applicable to the component parts of Bombay 
State prior to the reorganisation of the . State, 
occurring in any law and for the time being in 
force in any part of the State of-Bombay, shall, in 
the application, to the said State, or part of State 
of any such enactment, be read and construed as . 
references to this Act and anything done or any · 
proceeding commenced in pursuance of any such 
enactment on or after the date on which this Act 
shall have come into operation shall be deemed 
to have been done or to have been commenced 
and to have had effect a.s if the reference in such 

_ enactment to the Co-operative Societies Act, 1912, 
the Bombay Co-operative Societies Act, 1925, and 
such other Acts as had been in force prior to 
reorganisation of the State in the component parts 
of Bombay State had been the reference to this 
Act and no such thing or proceeding shall be 
deemed to have been invalid on the ground that 
such enactment did not refer to this Act. 

applied to Vidarbha, or· tbe Hyderabact 
Co-operative Societies Act, 1952 ·• 
between the wor~" Societies Act, 1912 ,. 
and " shall be deemed " in sub-sec
tion (1). 

Add the portion" the Bombay Co-operative 
Societies Act, 1925, and to any other 
Co-operative Societies Act applicable 
to the component parts of the Bombay 
State prior to the. reorganisation of the . 
State " after " Co-operative Societies · 
Act, 1912 "in the first line. 

R!ldraft the section as in column 4. 

-------------------------------~~~----~~--~~-------------~----~~~~~~--
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The enactments specified in the Schedule are hereby 
repealed in so far as they apply to Bc·mba.y State 
to the extent specified in the fourth column of the 
said Schedule. 

Chane~. 

5 

Delete. 

Substitute the word "State •• for the word 
" Presidency ••. 
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APPENDIX "B " 

A draft of the Bombay State Co-operative Societies Act, 1.957. 

WHEREAS it is expedient further to facilitate the formation, 
organisation, working and regulation of co-operative societies for 
the promotion of thrift, self-help and mutual aid amongst agricul
turists and other persons with coronion interest and for that purpose, 
to provide effective State aid and partnership, wherever necessary, 
so as to create conditions to bring about better living, better busi
ness, better methods of production, processing and disposal and to 
promote the objectives of the Constitution of India, and to provide 
for machinery to help realise such objectives, and whereas for this 
purpose, it is expedient to consolidate and ·~mend the law relating 
to co-operative societies in the State of Bpmbay including that ·in 
force in the component parts of Kutch, Saurashtra, Vidarbha and 
Marathawada and whereas the previous sanction of the President 
as required under the Article 246 of the Constitution of India has 
been obtained for passing of the Act ; It js hereby enacted as 
follows:-

CHAPTER I. 

PRELIMINARY. 

1. Short title extent and 'c'ommencement.-( 1) This Act may be 
called the Bombay State Co-operative Societies Act, 1957. 

(2) It extends to the whole of the State of Bombay. 

(3) It shall come into force .on such date as the State Government 
may, by notification in the Official Gazette appoint. · 

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

( 1) "Arbitrator" means a person appointed under this Act to 
decide disputes referred to him by the Registrar and includes the· 
Registrar's nominee or Board of nominees. 

(2) "Auditor" means a person appointed by the Registrar to 
audit the accounts of a society and includes a person appointed 
by the society in the general meeting and a full time officer 
appointed by the Committee to audit the accounts as a local or 
internal auditor, as the case may be. 

(3) "Bonus" means dividend paid to a !l1ember or non-member 
out of profits of a society on the basis of his contribution to the 
business of the society and includes dividend and patronage 
dividend provided it is related to the shan~ in the business of 
the societv. 
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( 4) "By-laws" means by-laws registered under this Act and for 
the time being in force and includes a registerd amendment of 
such by-laws. 

(.5) "Central Bank" means a co-operative bank, the objects of 
which include the creation of funds to be loaned to other societies 
and includes a banking union, District Co-operative Bank, State 
Co-operative Bank and Industrial Co-operative Bank. 

(6) "Co-operative Bank" means a society registered under this 
Act and doing the business of banking as defined in clause (b) 
of Section 5 of the Banking Companies Act, 1949. 

(7) "Committee" means the committee of management or other 
directing body to which management of the affairs of a society 
is entrusted . 

( R) " Company " means a company as defined in section 3 of the 
Companies Act, 1956, and includes a banking company. 

(9) "Dividend" means the interest paid to a member on the 
shares held by him in the share capital of a society out of its 
pro:£:i,ts and includes bonus provided it is paid on share capital. 

(10) "Society with limited liability" means a society having 
the liability of its members limited by its by-laws to the amount, 
if any, unpaid on the shares respectively held by them or to 
such amount as they may, respectively, undertake; to contribute 
to the assets of the society in the event of its being wound up. 

(11) "Society with unlimited liability" means a society having. 
subject to its by-laws, an unlimited liability of its members to con
tribute jointly and severally to any deficiency in the assets of the 
society. 

(12) "Consumers' Society" mea:Q.s a society formed with the 
object of obtaining and/or_ producing and processing and distri
buting goods to or performing other services for its members, as 
well as for other customers and dividing am.Jng its members and 
customers in a proportion prescribed by the rules or by the 
by-laws of such society, the profits accruing from such supply, 
production, processing and distribution. 

(13) "Farming Society" means a society formed · with the 
object ·of promoting development of land and better methods of 
cultivation and includes a better farming society. co-vperative 
farming society, ·collective farming society, joint farming society, 
lift irrigation society and a crop protection society. 

( 14) " Federal Society" means a society not less than four
fifths of the members of which are societies. 
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(1~) "Housing Society" means a society formed with the object 
of providing its members with residential accommodation. 

(16) "Marketing Society" means· a society three-fourths mem
bers of which are agriculturists and their societies, and is for~ed 
with the object of marketing agricultural produce and selling 
requisites for agricultural production. 

(17) "Producers' Society" means a society formed with the 
object of producing and disposing of goods as a collective property 
uf i~s members and includes a society fanned with the object of 
the collective disposal of the labour of the members (lf such 
society. 

(18) "Processing Society" means a ~ociety formed with the 
objett of producing goods by mechanical or hand process and in· 
cltodes an industrial society and a society for the processing of 
agricultural commodities. 

(19) "Resource Society" means a society formed with the object 
of obtaining for its members the credit, goods or services requir• 
ed by them. 

(20) " Dispute " means any matter capable of being the subject 
of civil litigation and includes a claim in respect of any sum paya• 
ble to or by a society whether such claim be admitted or not. 

(21) "Firm" means a fi'rln registered under section 59 of Indian 
Partnership Act, 1932. 

(22) "Land Mortgage Bank" means a society, the objects of 
which include the creation of funds to be loaned to members for 
a long period upon mortgage of their immovable property. 

(23) "Liquidator" means a person appointed by the Registrar 
under the Act to wind up the affairs of a Society and includes 
provisional liquidator and joint liquidator. 

(24) '' Member" means a person, as defined in section 3(35) <>f 
the Bombay General Clauses Act, 1904, joining in the application 
fer the registration of a society and/or a person admitted to mem
bership after registration in accordance with th:ls Act, the ruies 
and the by-laws applicable to such society and includes the 
Government when it subscribes to the share capital of a society. 

(2.1l) "Officer" means a person elected or appointed by a society 
according to its by-laws to any office of such society and includes 
a Chairman, Vice-Chairman, President, Vice-President, Maneging 
Director, Manager, Secretary, Treasurer, Member of the Committee 
and any other person elected or appointed u::1der this Act, the 
Rules or the by-laws to give directions in regard to the business 
of such society, and also includes Auditor in matters relating to 
his duties as an Auditor. 
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(26) " Prescribed " means prescribed by the Rules. 

·(27) "Registrar" means a person appointed to perform the duties 
of a Re~i~trar of <;a-operative Societies under this Act and includes 
an Additional, Jomt, a Deputy or an Assistant Registrar. 

(28) "Rules" means rules made under this Act. 

. (2!i). "Workin_g capital" mea~s funds at the disposal of a society 
mclus1ve of paid-up share capital, funds built out of profits and 
money raised by borrowing. and other means. 

(30) "Society" means a co-oper.&ltive society registered or deem
ed. to be registered under this Act. 

(31) "Tribunal" means the Bombay State Co-operative Tribunal 
constituted under this Act. 

CHAPTER II. 

REGISTRATION. 

3. Registrar.-The State Government may appoint a person to be 
Registrar of the Co-operative Societies for the State and may appoint 
a person or persons to assist such Registrar, and may, by general or 
special order confer on any such person or persons all or ::my of 
the powers of the Registrar under this Act. The persun or persons 
so appointed to assist the Registrar and empowered to exercise any 
of his powers shall work under the general guidance, superintendence 
and control of the Registrar. 

4. Societies which may be registered.-A society which has as its 
objects the promotion of economic interest and/ or general welfare of 
its members in accordance with co-operative principles or a !:>ociety 
established with the object of facilitating the operations of such 
a society may be registered under this Act : 

Provided that no society shall be registered if in the opinion of the· 
Registrar it is economically unsound or it may have an adverse 
effect upcn any other society or it is opposed to or its working is 
likely to be in contravention of the public policy. 

5. Registration of societies with limited or unlimited liability 
or without liability.-A co-operative society may be registered with 
limited or unlimited or without any liahllity : 

Provided that-
(1) Unless the State Government by a general or special order 

otherwise directs the liability of a society of which a member is 
a society shall be limited; 

(2) No society shall be registered withouf a liability unless its 
object is not to do any business for profit and lts bye-laws provide 
for no payment of a dividend to its members. -
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6. Conditions of registration.-:-(1) No society other than a federal 
society, shall be registered under this Act unless it consists of at 
least 10 persons, who are qualified to be the members under section 21 

· and who reside in the area of operation of the soc1ety. 
(2) No society with unlimited liability shall be registered unless 

all persons forming the society reside in the same town or village 
or in the sam(' group of villages. 

(3) No federal society shall be registered unless it has at !east 5 
societies as members. 

(4) Nothing in the Bombay State Co-operative Societies Act, 1957, 
shall be deemed to affect the registration of any socie"ty made before 
the said Act comes into force. 

(5) The word "limited" or "unlimited'' shall be the last word 
in the name of every society with limited. or unlimited liability, as 
the .case may be, registered under this Act. 

7. Power to exempt societies from condition.s as to registration.
Notwithstanc!ing anything contained in this Act, the State Govern
ment may, by special order in each case and subject to such con
ditions, if any, as it may impose, exempt any society from any of the 
requirements of this Act as to registration. 

8. Application for registration.-(1) For purposes of registration, 
the application to register a society shall be made to the Registrar 
in the prescribed form anci-"shall be accompanied by four copies of 
the proposed bye-laws of the society. The person. by whom cr on 
whose behalf such application is made, shall furnish such informa
tion in regard to the society, as the Registrar may require. 

(2) The application shall be signed-
(a) In the case of a society other than federal society, by at 

least 10 persons qualified in accordance with the requirements 
of section 21 and 

(b) in the case of a federal society by at least five ::ocieties. No 
!ignature to the application will be valid on behalf of a society or 
a company, unless a member of th~ committee of such a society 
or company, is authorised by such committee by a resolution to 
sign the application for registration of the society and its bye-laws 
on its behalf and a copy of such resolution is appended to the 
application. In the case of a firm subscribing to the application, 
no application shall be valid unless it is signed bi one of the 
partners of such a firm. 

(3) The Registrar may register a society provisionally, pending the 
approval of the bye-law·s as amended by the Registrar and compliance 
with such conditions as may be laid down by the Registrar in regard 
to the registration, in the first general meeting. The provisicnal regis
tration would not, however entitle the society to transact any business 
other than that necessary for enabling the society to comply with 
the conditions of registration, which the Registrar may prescribe. , 
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9. Power of Registrar to decide certain questions.-When any 
question arises for the purpose of formation, or registration, or con
tinuance of a society, the question shall be decided by the Registrar 
and the Registrar's decision on the question as to whether a person 
is an agriculturist or a non-agriculturist, ol' whether any person 
resides in the same area of operation or not, shall be final. 

10. Registration.-( 1) If the Registrar i.s satisfied that a society 
has complied with the provisions of this Act and the Rules, that its 
proposed bye-laws are not contrary to this Act and the Rules and to 
the co-operative principles and the objectives of the Constitution of 
India, and that in his opinion, the Society has complied with the 
requirements of sound business, he may register the society anc{ ~ts 
bye-laws with such modifications as he might consider necessary. 

(2) Where the Registrar refuses to register a society or its bye-laws 
under section 10, he shall communicate to the first signatory to the 
application his reasons for doing so. 

11. Registration certificate.-( 1) Where a co-operative society is 
registered under this Act, the Registrar shall issue the certificate of 
registration signed by him and the said certificate shall be conclu
sive evidence that the society therein mentioned has been duly 
registered unless it is proved that the registration of the society has 
been subsequently cancelled, or that the first general meeting has not 
adopted the Bye-laws approved by the Registrar with modifications, 
if any. 

(2) No society shall commence business unless it has obtained 
a certificate of registration under sub-section ( 1) and every member 
of such society carrying on business in contravention of this sub
section shall be personally liable for all liabilities incurred in such 
busines.s. 

12. Classification of societies.-(!) The Registrar shall classify 
all societies under one or the other head and his decision shall 
be final:· 

Provided that a society formed with the object of facilitating the 
operations of any one of the classes of societies shall be classified as 
a society of that class. 

(2) The Registrar for reasons to oe recorded in writing may alter 
the classification of any society from one head to another head or 
one sub-head to another sub-head. 

(3) A list of all such societies, so classified, shall be published 
trienally in such manner as the State Government may from time 
to time direct. 

13. Amendment of the by-laws of a society.-(1) No amendment 
of the bye-laws of a society shall be valid until registered under 
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this Act for which purpose a copy of the amendment passed at 
a General Meeting of the society in the manner prescribed shall be 
forwarded to the Registrar. 

(2) If the Registrar is satisfied that the proposed amendment is 
not contrary to this Act or to the Rules or to co-operative principles 
and is not inconsistent with objectives of the Constitution of India, 
shall, unless he refuses tQ register the amendment for reasons to 
be recorded in writing, register the amendments with or without· 
any modifications on his own motion. 

(3) When the Registrar registers an amendment of the bye-laws of 
a society, he shall issue to the sQciety a copy of the amendment 
certifieCI by him, which shall be conclusiye evidence that the same 
is duly registered and communicate to the society the date from 
which the amendment shall be effective. ·. 

( 4) .Where the Registrar refuses to register an amendment of tne 
bye-laws of a society he shall communicate the order of refusal, 
together with the reasons therefor, to the society. 

14. Power to direct amendments of bye-laws.-(1). If it appears 
to the Registrar that an amendment of the bye-laws of a society is 
necessary or desirable in the interest of such a society, he may call 
upon the society in the manner prescribed to make the amendment 
within such time as he may specify. 

I ,• 

(2) If the society fails tQ "make the amendment within the time 
specified, the Registrar may, after giving the society an opportunity 
of being heard and after consulting and with the concurrence of the 
PresiCJent of the Bombay State Co-operative Union, register such 
amendment and issue to the society a copy of such amendment 
certified by him. Such amendment shall thereupon be binaing on 
the society and its members. 

15. Change of name.-( 1) A society may, by a resolution of 
a General Meeting and with the approval of the Registrar, change 
its name, but such change shall not affect any right or obligation of 
the society, or of any of its members, or past members, or deceased 
members and any legal proceedings pending may be continued by or 
against the society under its new name. 

(2) Where a society changes its name, the Registrar shall, enter 
the new name in its place in the register of co.-operative societies 
and shall amend the certificate of registration accordingly. 

16. Change of liability of a society, from limited to unlimited or 
vice-a-versa.-( 1) A society may, · subject to the provisions of 
Section 13 by an amendment of its bye-laws change its liability from 
limited to unlimited or unlimited to limited. 

(2) No such amendments shall be registered by the Registrar 
unless he is satisfied. 
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(i) th~t a fifteen days' notice has been given to every member 
of a society and to any person or class of persons whose interest 
will, in the opinion of the Registrar, be affected by the alter;1tion, 
and · 

(ii) that with respect to every such member or person who, in 
the opinion of the Registrar, is entitled to object-

(a) either his assent has been obtained to the change or is 
deemeC, to have been obtained by virtue of his failure to object 
within fifteen days from the date of the notice, 

(b) or if he signifies his objection, or 
(c) and he is allowed to withoraw his share if he is a member 

or 
(iii) that his debt or claim has been discharged or has beer. 

determined or has been secured to the satisfaction of the Registrar 
within three months from the date of receipt of the objection, if 
he is a creditor. 

Provided that the Registrar may in the case of any persons or 
class of persons, for special Teasons, dispense with the notice 
required by this sub-section. 

17. Amalgamation, transfer, division or conversion of societies.
(1) A society may with the prior approval of the Registrar, by 
a resolution passed by two-thirds majority of the members present 
and voting at a special general meeting, held for the purpose, 
decide-

(a) to amalgamate with another society, or 
(b) tQ transfer its assets and liabilities in whole or in part to 

any other society, or 
(c) to divide itself into two or more societies, or 
(d) to convert itself into a class of society, the object of which 

is materially different from that under which it has been classified 
under the Act : 

Provided that when such amalgamation or transfer of assets and 
liabilities or division or conversion involves a transfer of liabiHties 
of a society to any other society, no order on the resolution shall 
be passed by the Registrar unless he is satisfied that-

(a) a society, after passing such resolution, has given notice 
thereof in writing to all its members, creditors and such other 
persons whose interests are likely to be affected, giving them the 
option, to be exercised within a month from the date of the issue 
of such notice, of becoming a member of any of -the new societies 
or continuing their membership in converted or amalgamated 
society, or demanding the payment of their share or interest or 
dues, as the case may be, 

(b) the assent of all the members and creditors and other 
persons whose interests are likely to be affected has been obtaineC. 
or deemea to have been obtained by virtue of any member or 
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creditor or any other person whose interest is likely to be 
affected failing to exercise his option within a period of one month 
from the date of issue of notice, and 

(c) ·that all claims of members and creditors and such other 
persons whose interests are likely to be affected, who exercise the 
option referred to in clause (a) within the period specified therein 
have been met in full. 

(2) Notwithstanding anything contained in the Transfer of 
Property Act, 1882, or the Indian Registration Act, 1908, the registra
tion of the new societies in the event of division or the converted 
society in the event of conversion of a society, and the resolutions of 
the societies concerned with the amalgamation shall be a sufficient 
conveyance to vest the assets and liabilities of the original society or 
societies in new societies or society. · 

(3) ·The amalgamation of societies or division or conversion of 
a society shall not affect any rights or obligation of the ~ociety so 
amalgamated, divided or converted or render defective any legal 
proceedings which might have been continued or commenced by or 
against. a society which may have been amalgamated, divided or 
converted may be continued or commenced by the amalgamated 
society or the converted society or the new societies between which 
society may have been divided. 

( 4) Where any two or m9fe societies have been amalgamated or 
a society has been divided or converted the registration of such 
societies or society shall be cancelled on the date of registration of 
the amalgamated society or the converted society or the new socie
ties between which society may have been divided. 

18. Power of Registrar to direct amalgamation.-(1) Where the 
Registrar is satisfied that it is essential in the public interest or neces
sary in order to secure the proper management of any society, that 
two or more societies should amalgamate, then notwithstanding any
thing contained in section 17 but subject to the provisions of this 
section, the Registrar may, by order notified in the Official Gazette, 
provide for the amalgamation of those societies into a single society 
with such constitution, property, rights, interests, and authorities, and 
such liabilities, duties and obEgations, as may be specified in the 
order. 

(2) No order shall be made under this section unless~ 

(a) a copy of the proposed order has been sent in draft to each 
of the societies concerned calling upon them to furnish within such 
period (not being less than two months from the date on which the_ 
copy of the order as aforesaid was received by the society) as 
the Registrar may fix in that behalf, a list of members and creditors 
who object to the Scheme of amalgamation and wish to withdraw 
from· it; · · 
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(b) The Registrar has considered and made such modifications m 
the draft order as may seem to him desirable in the light of any 
suggestions and objections which may be received by him within 
such period as mentioned in sub-clause (a) either from the society 
or from any member or class of members thereof or from any 
creditor or class of creditors. 

(3) The order referred to in sub-section (1) may contain such con
sequential, incidental and supplemental provisions as may in the 
opin~on of the Registrar be necessary to give effect to the 
amalgamation. 

( 4) Every member or creditor of each of the societies be! ore amal
gamation who has objected to the Scheme of amalgamat!-:m with
in the period specified shall be entitled to receive on the issue of the 
order of amalgamation his share or interest if he is a member and 
the amount in satisfaction of his dues if he is a creditor. 

(5) On the issue of order under sub-section (1) provisions 
in section 17 ( 2), ( 3) and ( 4) shall apply to tlie societies so 
amalgamated as if they were amalgamated t!nder section 17 and to 
the society amalgamated. · 

19. Reconstruction of societies.-( 1) Where a compromise or 
arrangement is proposed between (a) a society and its creditors and 
(b) between a society and its members, the Registrar may, on the 
application of the society or of any member or of any creditor of the 
society, or, in the case of a society which is being wound up, .of the 
liquidator, order a meeting of the members or creditors, as the case 
may be, to be called, held and conducted in such manner as the 
Registrar directs. 

(2) If a majority in number representing three-fourths of the 
members or three-fourths in value of the creditors, as the case may 
be, present and voting in person at the meeting, agree to any com
promise or arrangement, the compromise or arrangement shall, if 
sanctioned by the Registrar, be binding on all members or all the 
creditors, as the case may be, and also on the society, or, i'1 the case 
of a society which is being wound up, on the Liquidator. 

(3) When an order calling a meeting is passed under sub-section ( 1), 
the Registrar may give notice of such order to a Civil Court in which 
proceedings, where instituted before or after the order, in respect of 
any liability of the society due to a creditor to whom a copy of the 
order is posted are pending and on receipt of such notice the Civil 
Court shall stay the proceedings. If no compromise or ar.rangement 
is confirmed under sub-section (2) the Registrar shall inform the 
Civil Court accordingly, and the proceedings which may have been 
stayed shall be resumed. If compromise or arrangement is con· 
firmed under sub-section (2) the proceedings, if any, stayed under 



407 

~his sub-section shall abate and no proceedings shall lie in a Civil 
Court in respect of any liabilities of the society to which the com
promise or arrangement relates. 

(4) Where th~ Registrar makes an order under sub-section (2) 
sanctioning a compromise or arrangement in respect of a society, 
the Registrar shall have power to supervise the carrying out of the 
compromise or arrangement· and to give such directions, at the 
time of making such order or at ·any time thereafter in regard to 
any matter and to make such modifications in the compromise or 
arrangement as he may consider necessary for the proper working 
of the compromise or arrangement. · 

(5) If the Registrar is satisfied that a compromise or arrangement 
sanctioned under sub-section (2) cannot. be worked satisfactorily 
with or without modifications, he may eitl~er of his own motion or 
on the application of the society, or, in the· case of a society being 
wound up, ori the application of the Liquidator, make an order 
cancelling the scheme of compromise. 

20., PartnershipL-( 1) Any two or more soci:eties with. simihr 
objectives may, with the prior approval of the Registrar, by a resolu
tion passed by a simple majority of the members present and voting 
at a general meeting of each such society, enter into a contract of 
partnership for carrying out specific business or businesses. 

(2) Nothing in the Indian 
1

• Partnership Act, 1932, shall apply to 
such contracts of partnership ··and matters including disputes arising 
from such partnership, shall be determined under this Act. 

21. Cancellation of registration.-The Registrar shall make an 
order cancelling the registration of a society if it transfers the whole 
of assets and liabilities to another society or amalgamates with 
another society or divides itself into two or more societies under . 
Section 17, or its affairs are wound up, or it has not commenced 
business. The society shall be deemed to be dissolved from the 
date of such order and shall cease to exist as a corporate body. 

CHAPTER III. 

MEMBERS AND THEIR RIGHTS AND LIABILITIES. 

22. Pe1·son who may become member.-No person shall be admitted 
as a member of a society except the following, viz :-

(a) An individual, who is competent to contract under Section 11 
of the Indian Contract Act, 1872 ; · 

(b) A firm, company, association or any society registered under· 
the Societies Registration Act or the Public ",['rust A<;t or any other. 
Act for the time bein~ in force ; · 
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(c) A society registered under this Act, and 
(d) The State Government: 

. P_r~vided tha~ Hie pr~>V~s~ons of cl~use (a) shall not apply to an 
md1v1dual seekmg admission to a society exclusively formed for the 
benefit of the students. 

23. Open membership.-(1) No Society shall, without sufficient 
cause, refuse admission to membership to any person duly qualified 
therefor under its bye-laws. 

(2) Any person aggrieved by the decision of a society refusing 
admissi:m to bim to its membership may appeal to tl1e President of 
thE> fed2ral society to which the said society is affiliated or, if it is not 
affiliated to any federal society, to the President of the Bombay 
State Co-operative Union. 

(3) The decision of the President of the federal society or of the 
Bombay State Co-operative Union in appeal shall be final.· 

24. Nominal, associate and sympathiser ·members.-(1) Notwith
standing anything contained in section 22, a society may admit any 
person as <.~ nominal, associate or sympathiser member who shall have 
no. share either in the management, profits or :1ssets oC a society and 
shall not be subject to any contributory liability in the case of winding 
up of the society. · 

(2) Save as proyided in sub-section (1), a nominal, associate or 
sympathiser member shall have such privileges a:nd rights of a member 
and be subject to such liabilities .of a member as may be specified in 
the bye-laws of the society and be subject to the provisions in this 
Act in· regard to the settlement of disputes and recovery. of dues. 

25. Cessat;ion of membership.-A person shall cease to be a member 
on resignation or transfer of the whole of his share or interest in 
the society to another member or on death or on remcval or expul
sion: 

Provided that no member shall be allowed to resign from a ·society 
unless he is not in debt and is not surety for an unpaid debt and 
no resignation may be accepted by a society unless it has :received 
at least one month's notice from the member of his intention to 
resign. The date of resignation shall be the date on which the society 
accepts the re~ignation of the member. 

26. No rights of membership to be exercised till due p:zyments are 
made.-No person shall exercise the rights of a member of a society 
unless or until he has made such payment to the society in respect of 
n1embership or acquired such interest in the society as may be pre
scribed by the Rules or the by-laws of such society. 

27. Voting powers of members.-(1) Every member of a society 
shall have one vote in the affairs of the society provided that--

(a) a n<;>minal, associat~ or sympathiser member shall have no 
vote; 
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(b) where a society is a member of another society such a society 
shall have one additional· vote ; 

(c) where the State Government is a member of a society, each 
person nominated by the State Government on the Committee of 
that Society shall have one vote : 

Provided further that each member may be entitled to additional 
votes subject to a maximum of THREE votes based on his contribu
tion to the business of the society and exercisable in the manner 
specified in the bye-laws. Provided further that in the ·case of 
equality of votes, the Chairman shall have a casting vote. 

(2) Subject to the rules relating to voting by a delegate, every 
member of a society shall exercise his vote' in person and no member 
shall be permitted to vote by proxy. A society, company, firm or 
any other in&titution entitled to vote as a member may, however, 
exercise its voting right through an authorised representative. 

28. Restriction on holding of share capital by a member.-Where 
the liability of a member of a society is limited by shares or guarantee 
no member other than a society and the State Government shall hold 

-more- than such portion of the share capital of the society subject to 
a maximum -of one-tenth as may be prescribed, by th~ Rqles an,d the 
bye-laws. 

. .... 
29 Restrictions on transfer of shares or interest.-( 1) The transfer 

or tharge of the share or interest of a member in the share capital of 
a society ::,hall be subject to such conditions as to maximum holding 
by the transferee as may be prescribed by this Act and the Rules and 
the bye-laws and shall be valid only after the Committee has approved 
such transfer. 

(2) A member shall not transfer any share held by him or his 
interest in the capital or property of any society or any part thereof 
unless (a) he has held such share or interest for not less than one 
year; (b) the transfer is made to a member of the society or to 
a person whose application for membership has been accepted by the 
society. 

Notwithstanding anything contained in sub-sections (1) :md (2) 
a society may acquire the share or interest of a member in his share 
capital by paying for it at the value determined in the manner pre;. 
scribed, provided that the member is allowed to resign or is expelled 
or ceases to be a member on account of being disqualJfied under the 
Act and the Rules and the byelaws of the society, and that the total 
refund of share capital of the society in any one financial year does 
not exceed 10 per cent. of the paid-up capital of the society en the 
last day of the preceding financial year. . 

t-V Qb 2437-27 
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-'30 .. Transfer of interest on death of member.-(1) On the'intin;lation 
of the death of a member of a society, such society may within a period 
of t:wo years from the dat~ of the intimation of death of such member, 
]ransfer the share or other interest of the deceased member to a per
-son- oi: persons nominated in accordance with the- bye-laws of the 
soci<;ty or, if there is no person so nominated, to such person as may 
-appe:>r to the Committee to be the heir or legal representative of 
"the deceased member, provided the person or persons to whom share 
·Qr other interest of the deceased meinber is to be transferred, has 
-been -duly. admitted as a member in accordance with the. Act, the 
Rules and -the by-laws of the society, or may pay to such nominee, 
h~·ir or legal representative, as the case may be, a sum representing 
·the- '\·alue of such member's share or other interest as ascertained in 
·"accordance with the Rules and the bye-laws : 

··_- Pi;ovided that such nominee, heir or legal representative, as the 
'case may be, i:nay require that payment shall b~ made by the s·>ciety 
withizi two years from the date of intimation of death of the mem
~ber -d the value of the share or interest of such melhber ascertained 
:a~ ~aforesaid. 
f:-~:(:2): Ari transfers and payments made by -~ soc1ety m ·accordance 
·with sub-section (1) shall be valid and effectual against any demand 
,niade .upon the socjety by any other person. 

(3) Notwithstanding anything contained in sub-sections (1) and 
.(2) and section 24 a minor or a person of unsound nlind shall be 
··entitled ·as a beneficiary to inherit or otherwise acquire 1he share or 
~other interest of the deceased member, qut his liability in conse
·_quence of such acquisition shall be limited to his interest in the 
:shares, the loan-stock bonds and the property of the society \\•hich ne may have 'inherited or acquired and the dividends and the interest 
earned thereon. The person so inheriting or acquiring interest shall 
-'be admitted as a nominal member and his guardian shall have the 
·right- to receive the benefits from the society on his behalf· to the 
~~:xte£\t -of the share or interest inherited :md mcur liability on be
;palf-,of such person for the benefit of such persun until the c1.isability 
,ceases.- On his disability ceasing, such nominal member shall fur
-nish-to.the-sodety·a· declaration' of his willingness to become a mem
ber, and on receipt of such declaration, and provided such person 

1 
is qualified to be a member of the society under its bye-laws, such 
.Society ;shall admit him as a member and the. person so admitted 
·shall become enti.tled to all the rights·and privileges of a member and 
~orne subject to liabilities like any bthermember of the society. 
J ~ . • ' • 

.:" ~; ~ . .: f J .-,--. ... __ -_ .... ··: -· ~ ...... ~ ·- ~ 

-:: -3L _ Share or. interest not liable to attachment,-The share or 
:inter~st of a me~ber in the capital of a society or in a loan-stock 
issued by a housing society or in the funds raiSed. by a society from 
its members, by way of savings deposit shlll not be.liable ,to attach
ment or sale under any decree or order cf a Ccurt pf justice ih 'res
pect of any debt or liability incurred by such memhet ·and neither 
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the Official Assignee, under the Presidency towns Insolvency· Act, 
1909, nor a Receiver under the Provincial Insolvenc.r Act, 1920, shall 
be entitled to or have any claim on such share or interest. 

32. Rights of members to see books, etc.--Every member of 
a society shall be entitled to inspect free of cost at the society's 
office during the office hours or any time fixed for the purpose by 
the society, a copy of the Act, the Rules, and the by2,.laws, the last 
audited annual balance sheet and the profit and loss account, a list 
of the members of the committee, a register of the members, the 
minute;; of the general meetings and that portion of the books in 
which his transactions with the society have been recorded. 

· 33. Borrowing by members.-(1) Every'- person, who is· a rr.ember 
of more than one credit society other than· a land mortgage bank or 
a central financing agency, shall make a declaration in the prescribed 
form that he will borrow only from one such society to be mention~ 
ed in the declaration and shall send a copy o! such declaration duly 
attes~ed to the societies of. which he is or has become a member. 

(2) A member borrowing from a society ~hall utilise the loan for 
the purpose for which it .is made a:nd shall -refund, if not so utilised, 
the loan jmmediately on its recall by the Society. 

(8) Any member, who does not comply with the provisions in· sub~ 
~ection (1) or (2), shall. be liable to be removed from the member
ship of any or all societies up•on receivjng a written requisition from 
the Registrar to that effect, 

34. Liability of a past member or · the estates of a. :deceased 
member.-Liability of a past member or the estate of a deceac;ed 
member qf a society for the debts of the society, as_ they existed 
when he ceased to be a member by ·death ar ·:>therw1se; shall con
tinue for a period of 2 years from such date and shall continue; in 
the event of liquidation of the society, until the liquidation proceed~ 
ings are terminated. 

35. Jnsolvency of members.-Notwithstanding anything contained 
in the Presidency Towns Insolvency Act of :!.909' and the Provincial 
[nsolvency Act, 1920, the. dues of a society from a member shall rank 
next to his dues to Government· or to any legal authority in order of 
priority in insolvency proceedings against the person. -

36. Expulsion of members.-(1) A society may expel a .memoer, 
for acting in a manner which results in financial los£ . to. such 
a so9iety, by a resolution passed by three-fourths majority at a g~ne-
~al meeting of the members held for the purpose : _ 
. Prmnded that no resolution shall be valid unless the member: con
eerncd is given an opportunity to represent hi:> case to the general 
body and no resolution shall be effective unless it is approved by the 
Registrar. · · · · · 

ldl Qb 2437-27~ 
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(2) No member of a society who has been expelled under sub
section (1) shall be eligible for readmission as a member of that 
;ociety or for admission as a member of any other society, for 
:1 period of two years from the date of such. expulsion: 

· Provided that the Registrar may, in special circumstances sa~c
licn t~e re-admission or admission within the said period of any 
mch member as a member of the said society or of any other 
society, as the case may be. 

CHAPTER IV. 

DuTIEs, PRIVILEGES, F'ROPE."tTY AND FUNDS OF SOCIETIES. 

37. Societies to be bodies corpora.te.-The registration of a society 
shall render it a body corporate by the nam~ under which it is 
registe·red, with perpetual succession and a common seal, and with 
powers to hold property, to enter into contracts, to institute and 
defend suits and other legal proceedings, and to do all things neces
sary for the purpose for which it is constituted. 

38. Address of societies'r-Every society shall have an address 
registered in accordance with the Rules, to which all notices and 
communications may be sent, and shall send notice in writing to 
the Registrar of any change in the said address within 30 days of 
such change. 

39. Register of members.-(1) Every society shall keep a register 
of its members and enter therein the following particulars:-

(a) the name, address and occupation of each member ; 
(b) in the case of a society having a share capital, the share 

held by each member ; 
(c) the date Qn which each person was admitted as a member; 

and · 

(d) the date on which any person ceased to be a membe:- : 
Provided that, where a society has under the. Act, the Rules and 

the bye-laws permitted a member to transfer his share or interest 
on Cleath to a person, the register shall also show the name of the 
person entitled to the share or interest of the member, against the 
member concerned and the date on which the nomination was 

·recorded. 
(2'1 Such register shall be prima-facie evidence of the date on 

which any person was admitted as a member and of the date on 
which any person ceased to be a member. 

40. · Copy of the Act, etc. to be open. to inspection.-Every 
"society shall keep a copy of this Act and the_ Rules and ~f i~s bye
l?ws and a list of members open to inspectiOn to the public free 
o! charge during th~ office hours or any hours fixed by the scciety 
~t the registered address of the society. 
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· 41. Ad.missibility of copy of entry as evidence.-(1) A copy ol 
any entry in any book, register or list regularly kept in the course 
of business in the possession of a society shall, if duly certified in 
such manner as may be ptescribed by the rules, be admissible in 
evidence of the existence of the entry ana shall be admitted as 
eviC.ence of the matters and transactions therein recorded in every 
case where, and to the same extent to which, the criginal entry 
would, if produced, have been admissible to prove such mat~~rs. 

(2) In the case of such societies as the State Government by 
general or special order may direct no officer of a scciety shall in 
any legal proceedings to which the society is not a party be 
compelled to produce any of the society's books, the contents of 
which can be proved under sub-section ( 1), or to appear as a wit
ness to prove the matters, transactions and accounts therein 
recorded, unless by order of the Court or a: .Judge made for special 
cause. 

42. Exemption from compulsory registration of instruments 
relating to shares and debentures of society.-Nothing in section 17, 
sub-section (1), clauses (b) and (c) of the Indian Registration Act, 
1908, shall apply to:-

(1) any instrument relating to shares in a society, notwithstand· 
ing that the assets of the society consist in whole or in part of 
immoveable property ; or 

(2) any debenture issued by any society and not creating, 
declaring, assigning, limiting or extinguishing any rights, title or 
interest to or in immovable property except in so far as it 
entitles the holder to the security afforded by a registered instru
ment whereby the society has mortgaged, conveyed or otherwise 
transferred the whole or part of its immoveable property or any 
interest therein to trustees upon trust for the benefit of the 
holders of such debentures; or 

(3) any endorsement upon or transfer of any debenture issued 
by any society. 

43. Power t:o exempt from taxation.-( 1) The Central Govern•
men t, by notification in the Official Gazette, may, in . the case of any_ 
society or class of societies, remit the income-tax or super-tax pay· 
able in respect of the profits of the society, or of the dividends. or 
other payments receivea by the members of the society on account 
of profits or in respect of interest on securities held by the society. 

(2) The Government by notification in the Official Gazette may, 
in the case of any society or class of societies, remit : 
. (a) the stamp duty, with which under any law for the tim,c_ 

being in force, instruments executed by or on behalf of a society· 
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or. by an officer or member anC. relating to the business of the 
society, or any class of such instruments or awards of the Registrar 
or his nominee or Board of nominees under this Act are respec
tively chargeable ; and 

(b) any fee payable under the law of regi.stration and of court 
fees for ~he time being in force and any other tax or fee or duty, 
or a portwn thereof, which the State Government is competent to 
levy. 

In this sub-section "Government " in relati'on to stamp-duty 
means the Government as defined in sub-section (2) of section 9 ot' 
the Indian Stamp Act, 1899, in relation to court fees means the 
~overnment. which is the appropriate Government for the purposes 
of the Court Fees Act, 1870, ana save as aforesaid means the State 
Government. 

44. State aid.-Subject to such conditions as the State Govern~· 
ment may, . by. general or special order specify in this behalf, the 
State Government may-

(a) give loans to societies, 
(b) contribute towards the share capital of a society, 
(c) guarantee the payment of principal of debentures issued by 

ll society or of interest thereon or both or the repayment of the 
share capital of a society to its members or the payment of divi
dend thereon iat 1such rates as may be specified :by the State 
Government, 

(d) guarantee the repayment of loans given by· a co-operative 
bank to a society, 

· (e) guarantee repayment of principal and payment of interest 
· ·Oil loans and advances given by the Reserve Bank of India or the 
-1ndustrial Finance Corporation of India or any other authority 

constitutea under any law for the time being in force, 

(f) provide financip.l assistru:ce in any other form to a society .. 

45. Restrictions on borrowings.-A society shall receive deposits 
and! loans from members and other persons only to such extent 
and under such conditions as may be prescribed by the rules Gr 
specified by the bye-laws of the society. 

46. Restrictions on loans.-(1) No society shall make a loan to 
any person other than a member or on the security of its own 
shares or of a non-member provided that yvit~ the special sanction 
of the Registrar a society may make loans to another svc!ety. 

(2) Notwithstanding anything contained in sub-section (1), 
a society may make a loan to a depositor on the security of his deposit. 



(3) Where the Registrar is satisfied th~t it is necessary or expedient 
in the public interest so to do he may determine the policy in relation 
to loans, to be followed by societies generally or any class vf societies 
or any society in particular, and all societies or a class of societies 
or the soCieties cvncemeC.~ as the case may be, shall be bound to 
follow the policy so determined. 

4 7. Restrictions on other transactions with · non-members.
Consumers', . Producers' and Housing Societies may to the extent 
permitted by their bye-laws trade with persons who are not members, 
but the transactions of a Resource society with persons other than 
memb~rs except as provided under sections 45 and 46 shall be 
subject to such pFohibitions and restrictions, if any, as the State 
Government may by Rules prescribe. Such soci€ty shall have 
a charge upon the interest of such non-member in the society in 
respect of any debt due from such non-member and may set-off any 
sum credited or payable to a non-member· in or towards payment 
of any such debt. 

48. Charge and set-off in respect of share or interest of member.
A society shall have a charge upon the share or interest in the 
capital and on the deposits of a member or past member or deceased 
member and upon any dividend, bonus ·or profits payable to 
a member or past member or deceased member in respect ·of any 
debt due from such member or past _member or deceased member 
to the society, and may set 1 •• .off any sum credited or payable to 
a member or past member ·or deceased member in or towards pay~ 
ment of any such debt: · ' · 

Provided that no co:operative bank shall have a charge upon 
any sum invested with it by a society out of the· Provident Funci 
established . by it under section 59 or its Reserve Fund and no co~ 
operative bank shall be entitled to set-off any such sum towards any 
debts due from such society, · 

49. Prior claim of society·.-1{1) Notwithstanding anything con.: 
tained in sections 60 and 61 of the Code of Civil Procedure, 1908, 
and notwithstanding any provision in any other -law for the · itime 
being in force but subject to any prior claim of the Government irl 
respect of land revenue or any money recoverable as land revenue, 

(a) any debt or outstanding demand owing to a society by i..n.y 
member ·or past member or deceased · member shall be a· first 
charge, 

(i) upon crops or other agricultural produce raised in whole 
or in part with or without a loan taken from the society. ~y 
such member or past member or deceased member, 

( ii) upon any cattle, fodder for cattle, agricultural . or ind,us;, 
trial implements or machinery, or raw rna t~rials for manufactu~e 
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cr wod~shops godown, or place of business, supplied to ur 
pnchased by such member or past member or deceased member 
in whole or in part from any loan whether in muney or goods 
given him by the society, and 

(iii) upon any movable property which. may have been hypo
thecated, pl~dged or otherwise mortgaged by a member with 
the society, and remaining in his custody; 

(b) Any outstanding demands or dues payable to a housing 
society by any member or past member or deceased member in 
respect of rent, shares, loans or purchase money or any other 
rights or C1mounts payable to such society, shall be a first charge 
upon his interest in the immovabJe property of the society. 

Explanation.-The prior claim of Government in respect of dues 
other than land revenue shall be restricted within t1.e meaning 
of sub-section ( 1) to the assets created by a member out of tht! 
funds in respect of which the Government has a claim. 

_ (2)·No property or interest in property which is subject to 
a charge <.mder sub-section (1) shall be transferred in any manner 
without the previous permission of the society and such transfer 
shall be subject to such conditions, if any, as the society may 

. impose. 

(3) Any transfer made in contravention of sub-section (2) snail be 
void and any member transferring any property and any person 
acquiring or abeting in the acquisition of, such property which is 
subj~ct to a charge under sub-section ( 1) shall, on conviction, be 
punishable with imprisonment for a term which may extend to six 
~onths or with fine which may extend to five hundred rupees . 

. - (4) Notwithstanding anything contained in sub-sections (2) cmd 
(3) a society which has as one of its objects the disposal of produce 
of its members, may provide in its bye-laws or may otherwise 
contract with its members, 

·(a) that every such member shall dispose of his produce through 
·the society, and 

(b) that any member who is found guilty of a breach of the 
bye-law or of any such contract shall reimburse the society for 
the loss, c!etermined in such manner as may be specified in the 
bye-laws. 

__ 50. Charge on immovable rproperty of members borrotcing from 
cer'tain societies.-Notwithstanding anything contained in thls Act 
or in any other law for the time being in force--
- .(1) any person who makes an application to a society of whieh 
he· is a member for a loan shall, if he owns any land or has interest 
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in any land as a tenant, make a declaration in the form prescribed 
by rules. Such declaration shall state that the: applicant thereby 
creates a charge on such land or interest specified. in the declaration 
for the payment of the amount of the loan which the society· may 
make to the member in pursuance of the application and for all 
future advances, if any, required by him which the society may 
make to him as such member subject to such maximum as may be 
determined by the society together with interest on such amount of 
the loan and advances; 

(2) c.ny person who has borrowed a loan fr0m a society of which 
he is a member. before the date of the coming into force of the 
Bombay State Co-operative Societies Act, 1957, and who owns any 
land shall, as soon as possible, make a declaration in the form and 
to the effect referred to in sub-section ( 1) and no such person shall, 
unless and until he has made such declaration, be entitled to exercise 
any right as a member of the society; 

(3) any person who has borrowed a loan from a society of which 
he is a member before the date of the coming into force of .. the 
Bombay Tenancy and Agricultural Lands (Amendment) Act, 1955 
or any other Act in any part of the State and has any interest in 
land as a tenant shall, as soon as possible, make a declaration in the 
form and to the effect referred to in sub-section ( 1) . and no such 
person shall, unless and until he has made such declaration, be 
entitled to exercise any rig~.t as a member of the society ; 

(4) a declaration made under sub-section: (1), (2) or (3) may be 
varied at any time by a member with the consent of the society in 
favour of which such charge is created ; 

(5) no member shall alienate the whole or any part of the land 
or interest therein specified in the declaration made under sub
section ( 1), (2) or (3) until the whole amount borrowed by the 
member together with interest thereon is paid in full : 

Provided that it shall be lawful to a member to execute a mortgage 
bond in favour of a Mortgage Bank or the State Government in 
respect of such land or any part thereof under the Bombay Canal 
Rules made under tl1e Irrigation Act, 1879, ·for the supply of wate~· 
from a canal to such land or any part thereof ; 

(6) any alienation made in contravention of the provjsions of sub
section ( 5) shall be void ; 

(7) subject to the prior claims of the Government in respect of 
land revenue or any money recoverable as land revenue and to the 
charge. if any, cr~ated under an award made urder t.he Bombay 
Agricultural Debtors Relief Act, 1947, or any other Act m any part_ 
of the State there shall be a first charge in favour of the society on 



the land or interest specified in the declaration made under sub
section ( 1), (2) or (3) ior and to the extent or the dues owing by him 
on account of the loan ; 

(8) notwithstanding anything contained in .Chapter X-A of the 
Bombay Land Revenue Code, 1879, the Record of Rights maintained 
under the said Chapter shall also include the particulars of every 
charge on lar.d or interest created under a declaration under sub
section (1), (2) or (3). 

Explanatwn.-For the purpose of this section " Society " shall 
mean·-

(a) any rEsource society, the majority of the members of which 
are c.griculturists and the primary object of which is to obtain 
credit for its members ; or 

(b) any society or any society of the _class of societies specified 
in this behalf by the State Government by a general or special 
order. 

51. Ded·uction from salary to meet society's claim in certain 
cases.-(1) A member of a society may execute an agreement in 
favour of the society providing that his employer shall be compe
tent to deduct from the salary or wages payable to him by the 
employer such amount as may be specified in the agreement and to 
pay the amount so deducted to the society in satisfaction of any 
debt or other demand by the member of the society. 

(2) On the execution of such agreement the employer shall, if 
so required by the society by a requisition in writing and so long 
as the society does not intimate that the whole of such debt or 
derpand has been paid, make the deductioJ'!. in accordance with the 
agreement and pay the amount so deducted to the society, as if 
it were a part of the salary, or wages, payable on the day as required· 
under the Payment of Wages Act. 

.. {3) If after the receipt of a requisition, made under sub-section (2), 
the employer at any time fails to deduct the amount specified in 
the requi~ition from the salary or wages payable to the member con
cerned or makes default in remitting the amount deducted to the 
society, tbe society shall be entitled to recover any such ~mount 
from the employer as an arrear of land revenue and the amount so 
due from the E.mployer shall rank in priority in respect of the liabmty. 
of the employer equal to that of the wages in arrears. 

( 4) The provisions of this section shall also apply to all such 
agreements of the nature referred to in sub-section (1) as were in 
force on the date of the commencement of the Bombay State Co· 
operative Societies Act, 1957. 
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(5) Nothing contained in this section shall apply to persons 
employed in railways (within the meaning of the Constitution), 
mines and oil-fieJds. 

52. Funds not to be divided.-No part of the resources, other than 
the net profit, of a society shall be distributed among its members 
by way of bonus or dividend, honorarium or otherwise. 

53 .. Appropriation of profits.-(1) A society earning pr·ofit shall 
calculate net profit by deducting from the gross profits for the year, 
all accrued interest which is overdue .for more thim six months, 
establishment charges, interest payable on loans and deposits, audit 
fees, working expense(including repairs, rent, taxes and deprecia
tion, and after providing for or writing off bad debts and losses not 
adjusted against any fund created out ._of profit. A society may, 
however, add to the net profit for the y~ar interest accrued in the 
preceding years but actually recovered during the year. The net 
profit thus arrived at, together with the amount of profit brought 
forward from the previous year, shall be avaiJable for appropria_. 
tion. 
~·:-· _,;.~· _.-:.(") - ~·.:-- •...;..-.(· .. 

(2) A society may appropriate its profit~· to Reserve Fund, any 
other fund, the: payment of dividend to the members on their share, 
to the contribution to Educational Fund of the Bombay State Co
operative Union, to the payment of bonus on the basis. of support 
received from members and non-members to its business, to pay
ment of honorarium, and •.. towards any other purpose as may be 
specified in the bye-laws. Provided that no part of the profit shall be 
appropriated except with the approval of the Annual General 
Meeting and in conformity with the Act, Rules and Bye-laws. 

54. Reserve Fund.-(1) Every society which does or can derive 
profit from its transactions shall maintain a reserve fund. 

(2) In the case of Resource or Producers' Society at least ! of 
the net profits of the society each year shall be earned to the reserve 
fund and in the case of any other society at least 1/lOth of· thE.> net 
profit of the society each year sha!J be carried to the reserve fund, 
and such reserve fund may be used in its business by a society other 
than a co-operative bank or may be invested in accordance with. 
the provisions of section 58. · 

55. Restriction on dividend.-(1) No society shall pay a dividend 
out of its net profits to its members on its share capital at a rate 
exceeding 6! per cent. interest and no resource society on a basis of 
unlimited liability in which the members hold shares, shall pay 
a dividend until 10 years from the date of registration of the society 
have elnpsed. Provided that if any consumers', producers', housing 
or farming society is unable to pay a dividend of 4 per cent. in res
pect of any year, it may pay additional dividend, representing the· 
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difference bei\veen the dividend paid for that year and the dividend 
of 4 per cent. out of profits in future years at any time not later than 
10 years immt:diatey succeeding the year of such deficit. Provided 
further that if any society other than a consumers', producers', 
housing or farming society, is unable to pay a dividend at 6.1 per
cent. in respect of any year it may make good the deficit by paying 
an additional dividend out of profits in the two years immediatelv 
succeeding the year of such deficit. ~ 

''(2) A society may credit in any year a sum not exceeding 2 per
cent. on the paid up share capital to a fund called the ''Dividend 
Equalisation Fund" and no withdrawal from such fund shall be 
made except for the purpose of paying the dividend, without the 
previous sc>.nction of the Registrar. 

(3) Notwithstanding anything contained in sub-section (1), 
a society classified either as consumers' or producers' or resource or 
housing, may pay bonus to its members and persons who are not 
members to the extent and subject to the conditions prescribed by 
the Rules or Bye-laws of such societies provided that no resource 
society on a basis of unlimited liability in which. the members do not 
hold shares shall pay any bonus without the gener:1l or spec·ial 
order of the State Government in this behalf . 

. Exptanation.-No society shall make any payment under sub-sec
tions (1) and (3) or any appropriation under sub-section (2) without 
the sanction of the annual general meeting. The annual general 
meeting may reduce the dividend recommended by the committee; 
but it shall not be within its powers to declare a higher dividend. 

'56. Contribution to educational fund of the Bombay State Co
operative Union.-(1) Every society which declares a dividend to its 
.members at a rate of 4 per cent. or more, shall contribute towards the 
educational Jund of the Bombay State Co-operative Union at such rate 
as may be prescribed . 

. (2) No society liable to contribute towards the ~ducational fund, 
shaU pay a dividend to its members unless the said contribution is 
made to the Bombay State Co-operative Union. An officer or officers 
wilfully failing to comply with the requirements of sub-section ( 1) 
shall· be held personally liable for making good the amount to the 
Bombay State Co-operative Union. 

57. Contribution to charitable purpose.-A society may set aside 
a sum not exceeding 10 per cent. of its net profits, after providing for 
the reserve fund as prescribed in sub-section (2) of sectio!l 54 and for 
the educational fund, as prescribed in section 56 and utilise, with the 
approval of t.l:!e Bombay State Co-operative Union, from time to time, 
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the whole or part of such sum in contributing to a1iy CO·Operative 
. purpose, or to public purpose, or to a charitable purpo.>e, as defined in 
section 2 of the Charitable Endowments Act, 1890. 

58. Investment of funds.-(1) A society may invest or deposit its 
fw1ds: · 

(a) in a Central Bank or the State Co ... operative Bank; or 

(b) in the State Bank of India; or 

(c) in the Postal Savings B~nk; or 

(d) in any of the securities specified in Section 20 of the Indian 
Trusts Act, 1882 ; or 

(e) in the shares or security bonds .qr debentures issued by any 
other society with limited liability ; or 

(f) in any banking company approved for this purpose by the 
Registrar and on such conditions as the ·Registrar may lay down 
from time to time ; or · 

(g) in any 'other mode permitted by the rules or by general or 
special order of the State Government; 

(2) Notwithstanding anything contained in sub·section (1), the 
Registrar may order a society or a class of societies to invest 
funds in a particular manner or may lay d.own conditions regarding 
the mode of investment of..'~uch funds. 

59. Empl01-1ees' Provident Fund.-(1) Any society may establish 
a provident fund for its employees into which shall be paid the 
contributions made by its employees and by the Society.. Such 
provident fund shall not be used in the business of the society and 
shall not form part of the assets of the society and shall be invested 
under the provision of section 58 and shall be administered in the 
manner prescribed. 

(2) Notwithstanding anything contained in sub-section (1), a pro· 
vident fund established by a society to which the Employees 
Provident Fund Act, 1952 is applicable shall be governed by that 
Act. · 

60. Power to direct affiliation to a Federal Society.---The Regish·ar 
may, by general or special order, direct that all or any of the socie
ties situated within a specified area shall be affiliated to a Federal 
Society or Federal Societies in such manner and on such conditions 
as the Registrar may, by general or special order, determine from 
time to time. The constitution and functions of a Federal Society 
in respect of which an order of compulsory affiliation is made sh~ll 
be regulated by him, 
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61. Bar of jurisdiction of Courts.-( 1) Save in so far as is ex
·pressly provided in this Act, no Civil or Revenue Court shall have 
any JUrisdiction in respect of- · · 

. (a) the registration of a society or its bye-Jaws, or of any 
amendment of its bye-laws or the dissolution of the committee of 
a society, and the management of the society on dissolution there-
on; or 

(b) any dispute required to be referred to the Registrar or his 
nominee or board of nominees for decision ; 

(c) any matter· concerned with the winding up and dissolution 
of a society.; 
(2) While a society is being wound up no suit or other legal 

proceeding relating to. the business of such society shall be pro
ceeded "ith .or instituted against the liquidator as ~uch or against 
the society or any member thereof on any matter touching the 
affairs of the society, except by leave of the Registrar and subject 
to such terms as he may impose. 

(3) All orders, decisions or awards passed in accordance with this 
Act or the mles shall be finaJ subject to the provisions for appeal 
in :this Act and no such order, decision or award shall be liable to 
be challenge~, set aside, modified, revised or declared void in any 
court upon merits or upon any grounds whatsoever except for want 
of jurisdiction. · 

CHAPTER V. 

MANAGEMENT OF SOCIETIES. 

62. · Final authority of a society.-8ubject to the provision3 in this 
Act and the Rules, the final authority of every society shall vest in 
the general body of members in general meeting summoned in such 
a manr:ter as may be specified in the bye-Jaws : 

Provided that where the bye-laws of a society provide fo..- the 
election of delegates of such members, the final authority may vest 
~n the delegatef, of such members elected in the prescribed manner 
and assembled in_ general meeting. 

63. Annual General Meeting.-(1) Every society shall, v.;thin 
a period of three months after the date fixed for making up its 
accounts for the year under the rules for the time being in force, 
call a general meeting of its members: 
· ·.Provided that the Registrar may, by general or special. order, 
extend the period for holding such meeting by a period not 
e~ceeding thn:~ months.' _ 
, (2) At eve:ry annual general meeting of the society. the Com'
mittee of the society .shall lay before the society a balance sheet 
and profit and loss account for the year in the manner J:resc:rib.;d by 
the Registrar by general or specific order for class or classes of 
~<;ietie~. -
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Explanation.-In the case of a society not carrying ~he business 
for profit, an income and expenditure account shall be placed before 
the society at the annual general meeting, instead of profit and loss 
account and the references to profit and loss account, profit, and loss 
-in this Act, shall be construed in relation to such a _ society·· as 
references respectively to the "income and expend~ture account", 
."excess of income over expenditure", and "excess of expenditure 
over income "• 

: . _ ( 3)- There shall be attached to every balance sheet laid before the 
society in a general meeting, a report by its <;ommittee, with respect 
to (a) state of the society's affairs (b) ·amounts, if any, which it 
p_roposes to carry to any reserve either in such balance sheet or any 
specific balance sheet, and (c) the amoWlts, if any, which it recom
mends, should be paid by way of dividends, bonus and honorarium 
to the honorary workers. The Committee's report shall also deal 
with any changes, which have occurred during the year for which 
the accounts are made up, in the nature of the society's business. 
The Committee's report shall be _signed by its Chairman or any 
other member authorised to sign on behalf of the Committee. 

: ( 4) At every annual general meeting, the balance sheet, the profit 
and loss account, the Auditor's report and the Committee's report, 
_shall be placed for adoption . and such other business will pe · 
transacted as might be laid down in the bye-laws and of which 
a due notice has been giv~. · 

- · (5) If default is made in calling a general meeting within 'the 
p.eriod or the extended period, as the case may be, as prescribed 

:under ~ub-~ection (1), or in complying with 'sub-sections (2),' (3) 
and ( 4), the Registrar may by order declare ~my officer or member 
of the Committee whose duty it was to call such a meeting and com_. 

. ply with sub-sections (2), (3) and (4) and who without reasonable 
·excuse failed to comply with sub-sestions ( 1), (2) (3) and ( 4), disquali
fied for being elected and for being an officer or a nember of the 
Committee for such period not exceeding 3 years as may be specified 
'in such an order and, if the offi.cer is a servant of the society; fine 
hin to an amount not exceeding one hundred rupees. · · 

·:~ (6) Any fine imposed under sub-section (5) may be recovered, in 
. the manner provided by the Code of Criminal Procedure, 1898, f~r 
the recovery of fines, imposed by a Court as if such fine was imposed 

,by a Court . 

.. · 64. Special .General Meeting.-(1) A special general meet,ing 
may be called at any time by a majority of the Committee and. shall 
l:>e called within one month- · 

~' · (i) on the requisition in writing of one-fifth of .the members of 
~ · the· society, or of members the number of which- is spec~fied in· the 

bye-laws for the purpose, whichever is lower, or 
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(ii) at the instance of the Registrar, or 

(iii) in the case of a society, which is a member of a fede1.::.l 
society, at the instance of the Committee of such Federal Soriety. 

(2) Where any officer or a member of the Committee whose duty 
it was to call such meeting and who, without reasonable excuse 
failed to call such meeting, the Registrar may by an order declar~ 
such officer disqualified for being a member of the Committee ior 
such period not exceeding three years as may be specified in such 
order and if the officer is a servant of the society, impose a fine not 
exceeding one hundred rup~es . .---..... 

(3) If the Committee or an officer or officers of the society refuse 
or fail to call a meeting in accordance with the section 63 or 64(1) or 

-if in the opinion of the Registrar, there be no Committee or Officer 
or Officers competent under the Act, Rules and bye-laws to call the 
meeting, or if there be a dispute regarding the competence of the 
Committee, officer or officers to call the meeting, the Registrar shall 
have the power to call the meeting himself, in such manner and at 
such place and time as he may direct and for considering such 
matters as may be specified by him. At such meeting, the Registrar 
may either preside himself or authorise some other person by an 
order in writing to preside and the Registrar o~· th~ person 
·authorised by him to preside, shall have the power to conduct the 
meeting; and any resolution passed at the meeting shall be valid. 

(4) The Registrar shall have the power to order that the expendi-
:tur~ incurred in calling the meeting under sub-section (3) shall be 
paid out of the funds of the society or by such person or persons 
who, in the opinion of the Registrar, were responsible for the refusal 
or failure to convene the meeting under sections 63 and 64 

65. Committee, its powers and functions.-The management of 
eveiy society shall vest in a committee constituted in accordance 
with this Act. the Rules and the bye-laws which shall exercise such 
powers and perform such duties as may be conferred or imposed 
respectively by this Act, the Rules and the bye-laws. 

· 66, Validation of acts.-(1) No act of a society or a committee or 
any officer done in good faith in pursuance of the business of the 
society, shall be deemed to be invalid by reason only of some defect 
subsequently discovered in the organisation of the society or in the 
constitution of the committee or in the appointment or election of 
the offi('er or on the ground that such an officer was disqualified for 
his office. · 

(2) No act done in good faith by any person appointed under this 
Act, the Rules and the bye-laws shall be invalid merely by re~son 



of the fact. that. his appointment has been t..mcelled by or in cohs~ 
quence of any order subsequently passed undel' this Act, Rules and . 
the bye-laws. 

(3) The Registrar shall decide whether any act wal'i done in good 
faith in pursuance of the business of the society· and his decision 
shall be final. 

67. Power to appoint Government nominees.-Where the State 
Government has subscribed to the share capital of a society, directly 
or through another society, or has guaran~eed the· repayment of the 
principal and payment of interest on debentures issll.ed by or loans 
raised by a society to State Government shall· haye the right t() 
nominate not more than three representatives on the coll).mittee of 
such a society in such manner as may be determined by the. State 
Government from time to time. The 'inembers so nominated shall 
hold office during the pleasure of the State Government or for such 
period as may be specified in the order under which they are 
appointed and Silch member on assuming office shall have all 
rights, duties, responsibilities and liabilities as ii he is a member 
of the Committee duly elected. 

68. Suspension of committee.-( 1) If at any time, whether in the 
course of or after an inquiry held under section 80 or . inspection 
made under section 81 or audit, the Registrar has reason to believe 
that the committee or any of its members· or any officer is mis
managing or has mis-mana~ed the affairs of a society or is negligent 
of the performance of the duties, imposed on it or him, as the case 
may be, by the Act or the Rules or the bye-laws or is . otherwise 
acting in a manner likely to be prejudicial . to the interest of the 
society or. is otherwise not functioning properly, the Registrar may . 
give notice to the Committee or any of its members or any officer to 
show cause why it should not be dissolved and any of its members 
or any officer should not be · removed from office : · 

Provided that."where the Registrar is' satisfieQ. that the ,issue of 
such a notice is likely to' result' in the 'fntteri~ 'away of 'the· assets 
of the ~ciety or' in the destruction' or' mis-placing df the record.~ of 
the s6ciety,' the ·Registrar may ·dispense ·with,.the·-.issue: o'f·~hotke~ t() 
the ·committee· or~ any :of its members. '6r · any: offi"_ei .. as. the case 
may be.· · · .. 

(2) If after g1vmg such notice ·subject to·i the prQviso in· sub
section ( 1) and after considering the explanation, if: any, given by 
such person the Registrar is satisfied that the . ~o~mittee or . anY: 
of its mem_bers or any officer is ,Il).i&-managing. or has mis-,managed 
the affairs or the society or is negligent of the perf.ormance of the 
duties imposed on it or him, as the case rna~ be, by the Act or the 
Rules or the bye-laws or is otherwise acting· in· a manner likely· t() 

L-B Qb 2437-28 
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l>e prejudicial to the interests of the society or is otherwise not 
funct~onin~ pr~perly, the Registrar may, notwithstanding anything 
contamed m this Act or the Rules or the bye-laws, dissolve the Com
mittee and remove all its members or remove any of its members or 
.any officer from the office and direct the committee or any of its 
members or any officer to hand over the charge of the records and 
properties of the society to a person or persons appointed by him for 
holding the same in custody. 

(3) If the Committee which has been dissolved under sub
section (2) or any of its members or any officer who has been 
removed under sub-section (2) refuse to hand over charge of the 
records and properties to the person authorised by the Registrar 
under sub-section (2), person or persons so appointed by the Registrar 
may apply through the Registrar to the Magistrate within whose 
jurisdiction the society functions to take steps to secure the records 
and properties and the Magistrate may for this purpose enter and 
search any place where he has reason to believe that they are kept 
and may by warrant authorise any Police Officer, not below the rank 
of Sub-Inspector, to enter and search in such place or to seize such 
records and properties. The records and properties so secured shall 
be handed over to the person or persons· authorised by the Registrar 
as the case may be. · 

69. Nomination of Committee.-(1) Where a committee of 
a society has been dissolved and removed from office or any of its 
mEmbers or any officer has been removed from office unner 
section 68, the Registrar may appoint a new committee consisting of 
one or more members of the society or appoint a member or members 
of the society or officer or officers as may be considered necessary in 
place of the member or members or officer or officers so removed 
and such person or persons, as the case may be, shall hol4 office for 
a period not exceeding 2 years, as may be directed by the Registrar, 
from the date of his or their appointment : 

Provided that the Registrar may from time to time extend such 
period, but the total period of the appointment including the 
€Xtended period shall not exceed 3 years in the aggregate : 

Provided further that the Registrar may,' if he is satisfied that it 
is not necessary in the interest of the society to have its affairS 
managed by the person or persons appointed under this sub-section, 
cancel the order and the person or persons so appointed shall cease 
to hold office notwithstanding the period for which such person or 
persons, as the case may be, were so appoin4;ed. 

· (2) Person or persons so appointed under sub-section (1), shall, 
subject to the control of the Registrar and to such instructions as 
he may from time to time give, perform the duties a;1d exercise the 
powtrs of the members of the c:ommittee or officers of the society, 
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.as the case may be, notwithstanding anything contained in the 
bye-laws of the society regarding the qualifications of members 
for being members of the Committee. 

(3) The Registrar may fix the remuneration payable to the person 
.or persons so appointed and the amount of such remuneration and 
the other cost, if any, incurred in the management of the society 
sha-h be payable from the funds of the society. 

( -1) Where a committee has been appointed by the Registrar under 
sub-section (1), the committee shall, before the expiry of the period 

.of its appointment, arrange for the constitution of a new committee 
in accordance with the bye-laws of the society and shall hand over 
the charge of the records and properties to the new committee at 
the ~~:,piry of the period of its appointment. All acts done or pur
ported to be done by the committee appointed under sub-section ( 1) 
during the period the affairs of >the society were caJTied on by· the 
t:o~mittee shall be binding on the new committee and society. 

70. Appointment of an Administrator.-( 1) Where the Registrar 
has suspended committee of a society under section 68 and is satisfied 
that it is desirable in the interest of the society to have its affairs 
managed by an Administrator, the Registrar may by an order 
published in the Official Gazette appoint an Administrator to carry 
on the affairs of the society. The Administrator so appointed need 
not be a member of the society and shall hold office for such period 
not exceeding 2 years as •. .may be specified by the Registrar : 

Provided that the Registrar may from time to time extend ·such 
period, but the total period of his appointment including an 
-extended period shall not exceed 3 years in the aggregate. 

(2) The Administrator may be assisted and advised by such per
sons.not exceeding five as may be appointed by the Registrar and 
·shall, subject to the control of the Registrar and to such instruc
tions as he may from time to time give, exercise all the powers and 
·perform all the functions of the committee of the soc.iety. 

(3) The Registrar may fix the remuneration payable tQ the 
Administrator and ·person or persons appQi~ted to assist and advise 
bim and the amount of such remuneration and any expenses of the 
management shall be payable out of the funds of the society within 
-such time or at such intervals as the Registrar may fix. ·If such 
remuneration or expenses are not paid out within the time or at the 
interval fixed, the Registrar may II).ake an ·)rder directing the p~r

·son or persons having custody of the funds of the society to pay to 
the Administrator such remuneration and expenses in 'priority to 
other charges, except the land revenue, the arrears of· the land 
revenue or any sum recoverable from the society as arrears of .. land 
Tevenue and he or they shall, so far as the funds to the credit of the 
-society admit comply with the order of the Registrar. 

L-B Qb 2437-28a 
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( 4) If at any time during any period or extended period, referre<t. 
to in sup-section (1) it appears to the Registrar that it is no longel 
necessary to continue to carry on affairs of . the society as aforesaid~ 
the Registrar may by an order direct that the management of the 
society shall be handed over to a duly constituted committee. Upon 
the election of such committee~ the Administrator shall hap.d over 
all the records and properties to the committee so elected and all 
acts done or purported to be done by the Administrator during the 
period the affairs of the society were carried ,pn by them shall be· 
bindbg on such committee and the society. 

71. Appointment of Managers. Secretaries and other tfficers.
(1) No society shall appoint a manager, Secretary or Accountant or 
any other officer. unless he holds the qualifications which the Regis
trar may prescribe from time to time for the employees or a class. 
of employees of any society or class of society. 

(2) Where "the Registrar is satisfied that a society is unable tO' 
appoint a person so qualified as a manager or Secretary or an 
Accountant or any other officer, he may direct the society to appoint 
such person as he may consider fit for being appointed and on such 
terms a& he may deem fit. and the society shall be bound to appoint 
such a person. 

72. Registrar's power to determine terms of employrnen-o in 
societies.-( 1) The Registrar may from time to time frame 1ules 
governing the terms of employment and working conditions in 
a society or a class of societies and the society or the class of societies 
to which such terms of employment and of working conditiuns are 
applicabJ.e shall comply with the order that may be issued by the 
Registrar in thif-l_ behalf. 

(2) Where dispute including. a dispute regarding terms of employ
-ment, ·working conditions and disciplinary action taken by a society 
arises between a 'society and its employees the Registrar or any 
official appointed by him not below the ·rank of Assistant Regi~trar 
.shall de.cide 'th~ dispute· and, his decision shall be binding on the 
society ·and its ,emp~oyees. : ' 

,. 
73. · ·Registmr's (pOWer to ·entorce performance of -obligation$.

(1) The Regh:,trar may ·direct any society or class of societies to keep 
proper books of accounts with respect to all sums of. money rE:ceived 
and expended by the society and ·the ·matters.· in respect of. which 
the receipt and expenditure take place;· all sales and purchases of 
goods by the society anC.1 the assets and liabilities of the society and 
to furni;;h such statements and returns as he may requi.ce from time
to time and the officer or officers of. the society shall be bound to 
comply with his order within the period specified therein. 
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(2) Where any society is required to take any acti<>n under this 
Act, the rules or the by-Jaws or to comply with the order made under 
sub-secti0n ( 1), and such action is not taken-

( a) within the time provided in this Act, the Rules or the 
by-laws or, 

(b) where no time is so provided, within such time, having 
regard to the nature and extent of the action to be taken, as the 
Registrar may specify by notice in writing, 
the Registrar may himself or through a person authorised by him 
take such action at the expense of the society and such expense 
shall be recoverable from the society as if it were o.n arrear <.of land 
revenue. 

(3) Where the Registrar takes action under sub-section (2), the 
Registlar may call upon the officer or officers of the society whom he 
considers to be responsible for not comp~ying with sub-section (1), 
and, after giving such officer or officers an opportunity to be heard, 
may require him' or them to pay to ~he society the expenses paid or 
payahle by it to the State Government as a result of their failure 
to take action and to pay to the assets of the society such sum not 
exceeding Rs. 25 as the Registrar may think fit for each day_ until 
the Rc:gistrar's directions are carried out.· 

74. Registrar's power to seize records etc.-(1) Where the Registrar 
is satisfied that the books and records of a society are likely to be 
tampered with or destropeq. and the funds and property of a society 
are likely to be mis-appropriated or mis-applied, the Registrar may 
issue an order directing a person duly authorised by him in writing 
to seize and take possession of such fiooks and records, funds and 
property of the society and the officer or officers of the society, respon
sible for the c11stody of such books, records, funds arid property shall 
give delivery thereof to the person so authorised. 

(2) Any ufficer or officers of such society failing to comply with 
the Registrar's order made under sub-section (1) shall be liable to 
be punished with imprisonment exten¢ng up to 6 months or with 
fine which rna)· extend to Rs. 1,000 or both. 

'CHAPTER VI. 

AUDIT, INQUIRY, INSPECTION AND SUPERVISION. 

75. Audit and audit fee.-(1) The Registrar shall by himself or 
by some person authorised by him in writing by general or special 
order ·in this behalf audit the accounts of every society once at 
least in every year and shall recover from such society such fees 
as may be prescribed. 

(2) Notwithstanding anything contained in sub-section (1), every 
society having a working capital of Rs. 1,00,000 and over sh_all 
appoint an Auditor to audit its accounts for the financial year and 



the report of such au6itor shall be placed before annual general 
meeting following the completion of the financial year. The 
Registrar may, however, for reasons stated in the order, exempt_ 
a suciety or a class of societies from the provision of sub-section (2). 

76. P.owe:s and duties of auditors.-( 1) The Registrar or any 
person appomted under secbon 75 to audit the accounts of a society 
shall have free access to the books, accounts and vouchers of such 
society and shall be allowed to verify its cash balances and securi
ties and shall be entitled to require the production of any book c-r 
document relating to the affairs of the society by an officer, agent 
or servant or member in possession of such book, cilocument, cash 
or securities and summon at the time of his audit any officer, 
member, agent, or servant of the society who he has reason to 
believe can give valuable information in regard to any transaction 

. of the society or the management of its affairs. 

(2) Every officer, agent or servant shall furnish to the Registrar 
or any other person appointed to audit the accounts of a society 
under section 75(1) all such information and explanation as to its 
transactions and working as the Registrar or such person may 
require. The Ccmmittee of such society shall also supply him a list 
of the assets together with their value certified as correct. 

(3) Any officer, agent or servant failing to comply with the 
requirements of sub-section (2) shall be punishable with fine which 
may extend to Rs. 100. 

( 4) The· auditor appointed under Section 75 shall have the right 
to receive all notices and every communication relating to the 
annual general meeting of the society and to attenCi such meeting 
and to be heard thereat in respect of any part of the business with 
which he is concerned as an auditor. 

77. Auditors' Report.-( 1) The Auditor shall make a report to 
the members of the society on the accounts examined by him and 
on every balance sheet and profit and loss account which are placed 
before the society's .general meeting during his tenure of office and· 
the ·report shall state whether in his opinion and to the best of his 
information and accord.li.ng to the explanations given to him, the said 
accounts give the information required by this Act in the manner so 
required and give true and fair view, (i) in the case of the balance 
sheet of the state of the society's affairs as at the end of the financial 
year and (ii) in the case of profit and loss account, of the profit or less 
for its financial year. 

(2) The Auditor's report shall also state (a) whether he has 
obtained all the information and explanations which to the best of 
his knowledge and belief were necessary for the purposes of his 
audi:t, (b) whetherf 1n ihis opinion, proper books ·of accounts as 
required by the Act, Rules and the bye-laws ha~e ~een kept by 
the society so far as it appears from the exammatlon of. lthose-
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books an<il (c) whether the society's balance sheet and profit and 
loss account dealt with by the report a.-e in agreement with the 
books of accounts and returns. 

(3) Where any of the matters referred to in sub-section (2) .is 
answered in the negative or with a qualification the Auditor's repc.rt 
shall state the reasons for the answer. 

(4) The Auditor's ·report shall be read before the society in 
a general meeting and shall be open to inspection by any member 
of the society. 

(5) In addition to the report referred to in sub-sections (1), (2), 
(3) and (4), the Auditor shall submit a memorandum to the 
Committee of the society and the Registrar in the prescribed form 
on the auC.it of the accounts of the society made by him and the 
said report shall give full particulars. of (a) every transaction 
which appears to be contrary to the Ac"t, or the Rules or the bye~ 
laws; (b) every sum which ought to have been but has not been 
brought into account; (c) th~ amount of any deficiency or luss 
which appears to have ·resulted from, any ne~)igence or misconduct 
or to require further investigation; (d) any money or property 
belonging to the suciety which appears to him to be bad or doubt
ful and (e) any other matter prescribed. 

78. Penalty for Auditors.-If any repo·~·t is made or any document 
of the society is signed or authenticated by the Auditor otherwisE> 
than in conformity with requirements of Section 77, the AuC.Iitor 
cc,ncerned who signs the n~port or signs or authenticates the docu
ment, shall, if the default" is wilful, be punishable with fine which 
may extend to Rs. 1,000. 

79. Rectification of defects in· accounts.-( 1) If the result of the 
audit held under section 75 discloses any defects in the working of 
a society, the society shall within three months from the date of 
audit report, explain to the Registrar the defects or the irregulari
ties pointed out by the Auditor and take steps to rectify the defects 
and..• remedy irregularities and report to the Registrar the action taken 
by it the.-eon. The Registrar may also make an order directing 
the society or its officers to take such action, as may be specified, 
in order to remedy the defects, within the time specified therein. 
Where the society concerned is a member of a Federal Society such 
order shall be made after consulting the Ferileral Society. 

(2) Where the society fails to rectify the defects as directed by 
the Registrar or to the satisfaction of the Registrar, the Registrar 
may himself take steps to have the defects rectified and may recover 
the cost thereof from t.he officer or officers of such society, who in 
his opinion, has or have failed to rectify the defects. 

80. Inquiry by Regis'trar.-(1) The Registrar may of his own 
motion by himself or by a person !duly autho.rised by him in writing 
in this behalf hold an inquiry into the . constitution, working and 
financial conditions of a society .. 
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·· (2) The Registrar shall hold such an inquiry as is contemplated 
in sub-section ( 1) of this section-

( a) on the requisition of a Federal Society in respect of 
a society which is its member and is of the same class as that 
of such Federal Society, · · 

(b) on the application of two-fifths of the members of the 
committee of the society, 

(c) on the application of one-fifths or 100, whichever is less, of 
the members of a year's standing of the society : 
Provided that no application unde-r sub-clause (b) and (c) shall be 

valid unles~ the persons making the application deposit such secu~ 
rity for cost, if any, as the Registrar may direct. 

Explanation.-For the purpose of sub-clause (c) in the case of 
a Federal Society, the majority from amongst the members making 
the application shall Ee societies. 

(3) (a) All officers, members and past members of the society rela~ 
ting to which an inquiry is held and any other person who, in the 
opinion of the officer holding the inquiry is in possession of informa
tion, books and papers relating to the society · shall furnish such 
information as is in their possession and produce all books and papers 
relating to.the society which are in their custody or power and other
wise give to the officer holding an enquiry all assistance in connection 
with the inquiry which they can reasonably give. 

(b) If any such person refuses to produce to the Registrar or any 
person authorised by him under sub-section (1) any book or papers 
which it is his duty under sub-clause (a) to produce or to answer 
any question which is put to him by the Registrar or the person 
authorised by the Registrar in pursuance of sub-clause (a) the 
Registrar or the person authorised by the Registrar may ce:rtify the 
refusal and the Registrar, after hearing any statement which may be 
offered in defence, punish the offenaer with a fine not exceeding 
Rs. 500. 

( 4) The report of any inquiry under this section shall be com
municated to the society in respect of which an inquiry is held and 
to the person at whose instance the inquiry was ordered and to the 
Federal Society. 

81. Inspection of books of indebted society.-(1) The Registr3r 
may, if he deems necessary on the application of a creditor of 
a society inspect or direct some person, authorised by him by order 
in writing in this behalf to inspect the 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 payment thereof and has not 
received satisfaction within a reasonable time ; and 



(b) the applicant deposits with the Registrar such sum as 
security foz the costs of the proposed inspection as the Registrar 
may require. · 

(2) The Registrar shall communicate the result of any such inspec
tion to the applicant and to the society whose books have been 
inspected. 

82. Costs of inquiry and inspection.-(1) Where an inquiry is held 
under section 80 or an inspection· is made under section 81, the 
Registrar may apportion the cost or such part of the costs as he 
may think right, between the society, the members or creditors 
demanding the inquiry or inspection, the officers or former officers 
and the members or past members or the estate of the deceased 
members of the society : 

Provided that-
(a) No order of apportionment of the cost shall be made under 

this section, unless the society or persons or the legal representative 
of deceased person liable to pay the costs thereunder has or have 
been heard or has or have had a reasonable opportunity of being 
heard; 

(b) The Registrar shall state in writing the grounds on which 
the costs are apportioned. 

(2) No expenditure from tb.e funds of a society shall be incurred 
for the purpose of defraying any cost in support of any appeal 
preferred by any person other than the society against an order made 
under sub-section ( 1). 

. (3) The orders or awards passed by the Registrar under this 
Section shall not be called in question in any Civil Court. 

-83. Recovery of costs.-Any sum awarded by way of costs under 
Section 82 may be recovered, on the application by the Registrar 
to a Magistrate having juri~diction in the place where the person 
from whom the money is claimable resides, or carries on business 
by the distress and sale of any property within the limits of the 
jurisdiction of such magistrate, belonging to such person, and such 
Magistrate shall proceed to recover the same in the same manner as 
if it were a fine imposed by himself. 

84. Registrar to bring defects disclosed in irtquiry or inspection to 
notice of society.-(1) If the result of any inquiry held under 
Section 80 or an inspection made under Section 81 discloses any 
defects in the constitution, working or financial condition or the books 

·of a society, Registrar may bring such defects to the notice of the 
Society and, if the society is a member of a Federal Society to the 
notice of the Federal Society. The Registrar may also make an order 
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directing the society or its officers or the Federal Society to take such 
action as may be specified in· the order to remedy the defects within 
the time specified therein. 

(2) The Federal Society or the Society. concerned may appeal 
agaii.st an order made by the Registrar unde:r sub-section (1) to the 
State Government within the time specified in the order. 

(3) The St.ate Government may, in deciding the appeal, annul, 
reverse, modify or confirm the order of the Registrar. 

( 4) Where the Society fails to rectify the defects as directed by the 
Registrar and where no appeal has been made to the State Govern
ment, within the time specified in the order or where on the appeal 
so made the State Government has not annuled, reversed or modified 
the order, the Registrar may himself take steps to have the defects 
rectified and may recover the costs from the Officer or Officers of the 
society who, in his opinion, has or have failed to rectify the defects. 

85. Power of Registrar to assess damages against delinquent pro
moters etc.-( 1) Where in the course of or as a result of an aud1t 
under Section 75 or an inquiry under Section 30 or an inspection 
under Section 81 or the winding up of a society, the Registrar is 
satisfied on the basis of the repgrt made by the Auditor or the person 
authorised to make inquiry under Section 80 or the person authorised 
to inspect the books under Section 81, or the liquidator under 
Section 101 that any person who has taken any part in the organisa
tion or management of the society or any deceased, past or p:cesent 
officer of the society has, within a period of five years prior to the 
date of such audit, inspection inquiry or the order for winding up 
of the society, misapplied or retained or become liable or accountable 
for any money or property of the society or has been guilty of r.lis
feasance or breach of trust in relation to the society, the Registrar 
may frame charges against such person or persons and after giving 
a reasonable opportunity to the person concerned and in the case 
of a deceased person to his representative who inherits his estate,· 
to answer the charges, make an order requiring him to repay or 
restore the money or property or any part thereof with interest at 
such rate as the Registrar may determine or to contribute such sum 
to the assets of the society by way of compensation in regard to the 
misapplication, retention, misfeasance or breach of trust, as the 
Registrar may determine. 

(2) The Registrar after framing the charges under sub-section (1) 
may, by an order in writing, authorise any person, subject to gen~ral 
or special order of the State Government,_ to hear the person or the 
representative of the deceased person against whom the charges are 
framed under sub-section (1). The person so authorised shall, after 
giving such person reasonable opportunity to submit his explanation 
make to the Registrar his recommendations as to what action, if any,. 
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the Registrar should take. The Registrar after considering his re
commendations, may make any order which he considers just in the 
circumstances and which he could have made under sub-section ( 1) 
if he had given such person a reasonable opportunitY. to submit his 
explanation to him, and such order shall have the same effect as 
if it was made under sub-section (1) .. 

(3) The Registrar, in making any order under this section, may 
provide therein for the payment of the cost or any part thereof, as he 
thinks just direct that such costs or any part thereof shall be 
recovered from the person against whom the order has been issued 
and the amount so recovered shall be paid to the person authorised 
by him under sub-section (2). 

( 4) This Section shall apply notwithstanding that the act is one 
for which the offender may be criminally responsible. 

86. Authority to supervise working of· societies.-(1) The State 
Government may constitute an authority ih. such manner as may 
be prescribed and subject to such conditions as the State Government 
may lay down for the supervision of societies and may frame rules 
for making grants to such an authority. 

(2) The State Government may by general or special order require 
of a society or a class of societies to make contribution of such sum 
every year as may be fixed by the Registrar towards the recoupment' 
of expenditure which the State Government or any person authorised 
in that behalf has incurred or is likely to incur in respect of 
supervision. 

(3) A society to which sut}~~ection (2) is applicable shall pay to 
such authority such fee as may be prescribed under sub-secticn (2) 
within a reasonable time and, if it fails to pay such fees within 
a reasonable time, the authority may recover it as if it were an arrear 
of land revenue. · 

CHAPTER VII. 

DISPUTES AND .ARBITRATION. 

87. Dispute.-(1) Notwithstanding anything. containing in any 
other ia w for the time being in force any dispute touching the con
stitution, management or business of a society or the liquidation of 
a society shall be referred by any of the parties to the dispute or by 
a federal society to which the society is affiliated or by a creditor 
of the society to the Registrar if the parties thereto P.re among the 
following :- · 

(a) a society, its committee, any past committee, ·any past or 
present officer, any past or present agent, any past or present se·rvant 
or nominee, heir or a legal representative of any deceased <1fficer, 
deceased. agent or deceased servant of the society or the liquidator 
of the society. 
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(b) a member, past member or a perscn claiming through 
a member, past member or a deceased member of a society or 
.a society which is a member of the society, 

(c) a person other than a membet of the society who has been 
granted loan by the society_ or with whom the society has or had 
transactions under the provisions of Section 47 and any person 
c !aiming through such a person, 

(d) a surety of a member, past member or a deceased member 
or a person other than a member who has been granted a loan by 
the society under Section 47, whether such a surety is or is not 
a ~€mber of the society, 

(e) any other society or the liquidator of such a society. 

(2) vrnen any question arises whether for the purposes of sub
section (1), a matter referrecl to for a decision is a dispute or not, 
the question shall be considered by the Registrar, whose decision 
.shall be final. 

(3) No Court shall have the jurisdiction to entertain any suit or 
other proceedings in respect of any dispute referred to in sub~ 
section ( 1). · 

E.rplanation.-(1) For the purpose of this sub-section, a dispute 
shall include (i) a claim by a society for any debt or demand due to 
it from a member, past member or the nominee, heir or the legal 
representative of the deceased member, whether such debt or 
demand be admitted or not ; (ii) a claim by a surety for any sum or 
demand due to him froni the principal borrower in respect of a loan 
. taken, by a society and recovered from the surety owing to the 
default of the principal borrower whether such a sum or demand be 
admitted or not ; (iii) a claim by a society for any loss caused to it 
by a r:~ember, past member or deceased member, any officer, past 
officer or deceased officer, any agent, past agent or deceased a_gent, 
or any servant, past servant or deceased servant, or its committee, 
past or present, whether such loss be admitted or not; (iv) a refusal 
or failure by a member, past member or a nominee, heir or a legal 
l'Ppresentative of the deceased member to deliver the possession to 
a society of land, asset or any other asset or any other asset resumed 
by it for breach of conditions of the assignment; (v) a question 
'regarding rights etc., including tenancy rights between a housing 
-society and its tenants, or members. 

. E.rplanation..-(2) No dispute relating to the election of the com
mittee cf a society shall be referred to the Registrar until the 
results of election are declared and no such dispute shall be enter

. tained by the· Registrar unless it is made within one month from 
the date of declaration of results of such election by a candidate 
at such election or any member or" the society. 



. ExpLanation.-(3) In. the case of application under sub-section (1) 
~f a federal society or a creditor, the Registrar-.shall require such. 
varties o1· any party to the dispute, as he may think fit, to refer the 
dispute to him within such time as he may specify, and if such 
reference is not made wit~in the time so spec!.fied. the dispute shall 
be deemed to have been referred to him under sub-section ( 1). 

86. Limitation.-(1) Notwithstanding anything contained in the 
Indian Limitati'on ··:Ret; · 1908, and subject to the specific provisions. 
mane in this Act, the period of limitation in the case of a dispute 
referred to the Registrar under section 87 shall-

( a) when the dispu~e relates to the recover-y: of any sum includ
ing interest thereon due to a society by~ member thereof, be com
puted from the date on v.zhich such rp.ember dies or c~ases to be 
a member of the society, , . 

(b) when the dispute is between a society or its committee and 
any past committee, any past or present officer. or past or present 
<t~ent, or past or present servant or the nominee, heir or the legal 
representative of a deceased officer, deceased agent or deceased. 
servant of the society, or a member or past member, or the 
nominee, heir or the legal representative of a deceased member 
ar~.d when the dispute relates to any act or omission on the part 
of either party to the dispute, be 6 years from the date on which 
the act or omission with reference to which the dispute arose, 
took place. 

(c) when the dispute is \1.1 respect of any matter touching the 
constitution, management or business of a society which has been 
order2d to be wound up under section 93 or in respect of whirh 
a nominated committee or an administrator has been appointed 
under section 68 and section 69 respectively, be 6 years from the· 
date of the order issued under section 93, section 68 and section 69~ 
as the case may be. . . 

(2) 'l'he period of limitation in the case. of any other dispute-
except those mentioned in sub-section ( 1) which are required to be 
referred to the)~egistraru~der section 86 £hall. be.regulated by .the 
provisions of the Indian Limitation Act, 1908, as if the dispute were· 
a suit and the-Registrar a Civil Court.''i .. · · · : '· ,· · 

(8) Notwithstanding· anything 'contained:· in· sub~sect16ns (i) arid 
(2) the Registrar may admif·a dispute after tl'J.e' expiry of the limita
tion perioq if th~ . applicant· ~atisfies~ the ·,Registrar that. ·he. had 

.sufficient cause Jo~ not,r~ferring. the dispute :within ~u'!h ])erio~Land 
tbe dispute so admitte.dshall be a dispute which s~aU not- be barred 
on the ground that the ~period of limitation had expited. · · · 

89. SettLement' of. ~isjmte.-( 1) If· the Registrar is. .-~atisfied lhat 
any matter referred .to him is a dispute within· the meaning·· of 
section 87, the Registrar shall, subject ·to the r'Jles, decide the dis~ 
pute himself or refer it for disposal to one' or a board of more than 
om• nominee to be appointed by the Registrar. 
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(2) Where any dispute is 'referred to under sub-section (1) for 
decision by the Registrar's nominee or a board of nominees, the 
R~gistrar may a~ any time, for reasons to he recorded in writing, 
Withdraw such dispute from his nominee or board of nominees and 
may decide the dispute himself or refer it again to any other nominee 
or board of nominees appointed by him for decision : 

Providcu that no such dispute shall be withdrawn except on any 
of the following grounds :-

(i) The Registrar's ·nominee or board of nominees has failed to 
decide th-~ dispute within 2 months or such further period, as may 
be allowed. by the Registrar. 

(ii) Proceedings before the Registrar's nominee are violated in 
consequence of corruption or mis-conduct on the part of the 
Registrar's nominee or board of nominees. 

(3) Notwithstanding anything contained in section 87(1) and (2), 
the Registrar, may, if he thinks fit, suspend proceedings in reg:1rd 
to any dispute, if the question at issue between a society and 
.a claimant or between different claimants, is one involving com
plicated questions of law and fact, until the question h3s been tried 
by a regular suit instituted by one of the parties or by the ~ociety. 
If any such suit is not instituted within two months from the 
Registrar's order suspending proceedings, the Registr·:~r shall take 
action as laid down in sub-section (1). 

90. Procedure for settlement of disputes and power of Registrar, 
his nomine~;: or board o1 nominees.-(1) The Registrar or his nominee 
{)f Board of r.ominees hearing the dispute under section 89 shall hear 
the dispute in the manner prescribed and shall have the power to 
summon and enforce attendance of witnesses including the parties 

. interested or c.ny of them and to compel them to give evidence, and 
to compel the production of documents by the same means anC.:. as 
far as possible in the same manner as is provided in the case of 
.a Civil Court by the Code of Civil Procedure, 1908. 

(2) No party shall be represented at the hearing of the dispute by 
any legal practitioner, except with t~e permission of the Registrar 
'Or his nominee or board of nominees, as the case may he. 

(.1) (a) If the Registrar or his nominee or board of nominees is 
satisfied that a person. whether he be a member of the !'Ociety or 

·not has acquired any interest in the property of a person \vno is 
held a party to the dispute, he may order that the person who has 
acquired the interest in the property may join as a party to the 
dispute ; and a.ny decision that may be passe~ on the referer:ce _by 
the Registrar or his nominee or board of nom_mees shall be b1~~mg 
on th~ party so joined in the same manner as If he were the ongmal 
party b the dispute ... 



(b) Where a dispute has been instituted in the name of the wrong 
perSL'D or where all the defendants have not been included, the 
Registrar or his nominee or board of nominees may, at any stage of 
the hearing of the dispute, if satisfied that the mistak~ was bona fide, 
order any other person to be substituted or added as a plaintiff or 
a defendant upon such terms as he thinks just. 

(c) The Registrar, his nominee or board of nominees may, at any 
stage of the proceedings, either upon or without the application of 
either party, and on such terms as may appear to the Registrar, his 
nominee or board of nominees, as the case may be, be just, order 
that the name of any party improperly joined, whether as plaintiff 
or· defendant be struck out, and that the name of any person who 
ought to have been joined, whether as plaintiff or defendant or 
whose presence before the Registrar, his nominee or hoard of nominees, 
as the case may be, may be necessary in orde:J; to enabie the Registrar, 
his nominC:'e or board of nominees effectuq.lly and completely to 
adjudicate upon and settle all the questions involved in the dispute 
be added. 

(d) Any person who is a party to the dispute and entitled to more 
than one reliefs in respect of the same cause of action may daim 
all or any of such reliefs; but if _he omits to claim for all such 
reliefs he shall not forward claim for any relief so emitted excep! 
with th,~ leave of the Registrar, his nominee or board of nominees. 

91. Attachment before award.-(1) Where a dispute has been 
rE-ferred to the Registrar or his nominee or board of nominees under 
section 89 or under section lOl··or where the Registrar or the person 
authoris<'d by him under sub-section (2) of section 85 hears a person 
agair.st whom the charges are framed under section 85(1), rhe Registrar 
or his nominee or board of nominees or the person authorised by 
him under se~tion 85(2), as the case may be, if satisfied on enquiry 
·or otherwi:=c that a party to such disp~te or against whom proceed
ings are p2nding under section 85, with intent to delay or obstruct 
the executi0n of any award or the carrying out of any order that 
may be made-

(a) is about to dispose off whole or any part of his P.rop€rty; 
.or 

(b) is about to remove whole or any part of his property from 
the jurisdiction of the Registrar, 

may unless adequate security is furnished, direct conditional attach
ment of the said property; and such attachment shall have the same 
effect as if made by a competent Civil Court. - - · 

(2) Where the Registrar or his nominee or board of nominees or 
the person authorised by him under section 85(2) directs conditional 
attachment of property under sub-section (1), he shall issue a notice 
calling upon the person whose properfy is so attached to furnish 
:security which he thinks adequate within a specified period and if 
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the person fails to provide the :security so demanded tl·.e R~gistrar 
or his nominee or board of nominees or the person authorised, as 
the case may be, may confirm the order and, after the d~cision in 
the dispute or the completion of the proceedings referred to in sub
section (1), may direct the disposal of the property sc attached 
towards the c1aim if awarded. . -

(3) Attachment made under sub-sections (1) and (2) shall not affect 
the righ~s subsisting prior to the attachment of property under sub
secti•)n (1) of persons not parties ·to the proceedings in connection 
with which. the attachment is made nor bar any person holding 
a decree against the person whose property is so c.ttached from 
applying for the sale of the property under attachment in execution 
of such decree. 

· 92. Decision of Registrar or ·his nominee or board of nominees.-
. When a dispute is referred to arbitration, the Registrar or his 
nominee or Board of nominees may, after giving reasonable oppor
tunity to the parties to the dispute to be heard, make an award on 
the dispute, on the expenses incurred by the parties to the disput0 
in connection with the proceedings, and the fees a11d expenses 
payal~l~ tu the Registrar or his nominee or board of ncminees, as the 
case may be. Such an award shaH not he invalid even though it 
may have been made after the expiry of the period fixed for deciding 
the dispute by the Registrar and shall, subject to appeal or review 
or revision, be binding on the parties to the dispute. The award so 
made shall noi be liable to be called in question in any Civil or 
Revenue Court. 

93. Appeal against the decision of Registrar, or his nominee or 
board of nominees.-( 1) Any party aggrieved by any decision of the 
Registrar ·or his nominee or Board of nominees under section 92 or 
an order passed under sect!on 91 by the Registrar or his nominee 
or board of nominees or the person authorised by the Registrar 
under section 85(2) may, within two months from the date of the 
decision or order or award, appeal or apply to the Tribunal and the 
Tribunal may for reasons to be ·recprded in. writing-

, . .... ' . - ' . - :. .· . ~ ··'"'- . . . . . . 
( i) modify the award~ or 

• . , :( ii) ·set: a'§iide- the 'award and order.- .that the dispute shall be 
referred back to the Registrar or . his nqminee or: board of 

:; l'l_OIIJ,ine~s ·; ·qr. the .. pe~son _authqrised · by . the Registrar . under 
·. sectipp 85(~) in the- manner prpvided, 

(iii) pass such orders thereon as it deems fit : . 

. · Provided that no such order shall be made-
. ·(a) after·. the issu.e of a . certificate under -section 94 for the 
execution of the award, and . 

(b) except on anyof the following grounds:-
(i) the objection to the legality of the award is apparent on 

the face of it; or 



t£~) the award has been vitiated in consequence of corruptio1 
;,p,:r misconduc.t on the: pan ;of~ t;he. ;R~gistrar 9r his. 1.10mine~ or ,boarc 
~of,nominees ;or~ the.: -P~r:&OI!v :.authpr~~ec:Lby ~ll~J .:Registnir -Uii6e 
Section 85(2); or · .. ·· · ' - ~ · 

~-· fiii) the a~rd is. in any way ~perverse .. -
• ~- .. - • ' - - • ..... ,._ --· ~' J -~ -· ,- _.: • 

:(2) In ;:naking an order ·under sub-section {1),: that the: disputE 
.shall be referred back .to the decision of the ;Registrar or h~s nomine~ 
or board of nominees or. the person authorised by. th~::~egi~4!al 
under Section 85(2),, the Tribunal may direct that any of the persom 
who tnade the 'award shall-not -decide -the dispute or pass the orC.el 
under Section 91. · · · 

· (3l:.Where ·a dispute or an ordetunder Section 91 is referred bad 
under stib-:section · ( 1), · the" Registrar · or ·his nominee ~or bOard oJ 
nc)minees or the .()€rson · a.uthC>rised · unde'r Section 85{2), as the case 
may be, ;hall make. a fresh award. or give a fresh decision within 
such titne~ as m.ay be fixed\ by the TribunaL · If· the Registrar or 
his .nominee· or board of nominees. fails to make a fresh award or 
the person authorised fails to give a fresh decision within the time 
so fixed, the Registrar or his n(:m)!inee · '•of! ·board -of . nQminees or 
a person· authorisen by·· him;. appointed for. the purpose shall decide 
the dispute or,. make a. fresh order .ancl- ~he Trihtinal' m.ay· on .'the 
application Qf any of the parties t'<}_ the award or decision· or' oth~r~ 
wise for reasons to be~ reco:;--ded in wr~ti:ng moqify the award. or 
pass such oraers . thereon ' as it deems jus1 . . . . . .. 

. (4) ::Notwithstanding anything. contained in:' su'b~scction :u);-, the 
Tribiuial iriay admit any appeal or' ariy .applica#o~ relating to. arr 
award made under Section 92 or an:· order made under Section 91 
a~teF ~he • expiry~ o~ the said. period of· two - mo~tlis _ provided • the 
appellant· 'or· th·e applicant · satisfies' the.· Tribunal·, th.a:t he'·· h'ad 
suffiei_ept c'iitise .. for nof making.' the. applicatlon.··withiri·· the:·.;said' 
period~- · · · 

.-9~ .. !yfoc1,e_ ofexecutton of a'U!ar?-_s and_orders.:::.::..Every· order passeft 
bf. a ~iqutdator .under·:·seetiori -101 ;o.p bj,: fhe:·.:Registr.ar: Qt' ,his; 
nominee' or a.. board of nominees under TSections. 92:- CO·f··.Glause '(i}. 
of Section.91, O'r'by the Regl.strar under: Section· 85,, every ord€:f.; 
passed in appeai 4nder: Section 93; every;· order ·pass-ed :in revis~qn. 
up.der section .J'l7, ·and-_-every_ order· pas~ed· .hy the: Sta.t~ :Goverp:
merit in appeal · againsf oroers passed -under Section 145. :shaJl; if • nc;>t: 
complied with on a certificat~ signed by the Registrar: or:·: 
a "Liquidator; be deemed to. be a decree qf ,a,_ qvil_ Cou~t and_ sh,ali 
(at be' executed ·in· the· same manner as. a decree: of such·· Coury. 
et (5T""be executed according to the law aD;d under the' rules for . 
the time bein:g· in force for the recovery. ·o~ ·arrears. -of'1~md, revenue, 
provided that an application for:. the recov~ry. in such·_ rrianrier of . 
any such sum shall be. made to the Collector ·and shall be accom..; · 
panied by a certificate signed by the Registrar· or by 1m · Assi~tant -' 
Registrar to whom the said pQwer .has been delegated by·· thC>· 
Registrar or- (c)· be executed by the Registrar or: an:y· persons sub- · 
o~dinate_ to him empov:ered by. the Registra,r -~- thi~ '?ehalf, subject ~-
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to such Rules as may be prescribed by the State Government and 
without prejudice to any other mode of recQvery provided in this 
sub-section :. · 

Provided that no application for the execution of the orders 
-referred to herein shall be made after expiry of 5 years from 
the date fixed in the order or, if no such date is fixed!, from the date 
of the order. 

95. Recovery of crop loans.-(1) Notwithstanding anything con
tained in Sections 87, 89 and 94 on an application made by a resource 
society undertaking the financing of crop and seasonal finance as 
defined under the Bombay Agricultural Debtors' Relief Act, 1947, 
for the recovery of arrears of any sum advanced by it to any of 
its member on account of the financing of crop or seasonal finance 
and on its furnishing a statement of accounts in respect _of the 
arrears, the Registrar may after making such enquiries as he 
Cleems fit, grant a certificate for the recovery of the amount stated 
therein to be due as arrears. 

(2) Where the Registrar is satisfied that a resource society has 
failed to take action under sub-section ( 1) in respect of arrears of 
any sum advanced by it to any of its members on account of the 
financing of crop or seasonal finance, the Registrar may, of his own 
motion, after making such enquiries as he deems fit, grant a certifi
cate for the recovery of the amount stated therein to be due as 
arrears and such a certificate shall be deemed to have been issued as 
if the application was made by the society concerned. 

(3) A certificate granted by the Registrar under sub-sections ( 1) 
and (2) shall be final and a conclusive proof of the .:1rrears stated to 
be due therein and the same shall be recoverable according to the 
law for the time being in force for the recovery of lana revenue. 

(4) It shall be lawful for the Collector and the Registrar to take 
precautionary measures authorised by Sections 140 to 144 of the 
Bombay Land Revenue Code, 1879, until the arrears due to the 
resource society together with interest and any incidental charges 

·incurred in the recovery of such arrears are paid or security for 
payment of such arrears is furnished to the satisfaction of the 
Registrar. · 

96. Private transfer of property made after issue of certificate 
1_,oid against society.-Any private transfer or delivery of, or 
encumbrance or charge on, property made or created after the issue 
of the certificate of the Registrar, Liquidator, or Assjstant· Regist
rar as the case may be, unoer Section 94 shall be null and void as 
ag~inst the society on whose application the said certificate was 
issued. 

97. Transfer of property which cannot be sold.-(1) W_hen in ~my 
execution of an order sought to be executed under Section 94, any 
property cannot be sold for want of buyers, if such property is in 
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(()CCUpancy of the defaulter or of some person i:r:J. his behalf or of sOme 
_person claiming under a title created by the defaulter subsequently 
to the issue of the certificate of the · Registrar, Liquidator· 
or the Assistant Registrar, under clause (a) or (b) or (c) of Section 
94, the Court or the Collector or the Registrar, as the case may be, 

.may direct that the said property or any portion thereof -shall be · 
transferred to the Society which has applied for the execution of the· 
.said order in the manner prescribed. 

. . 
(2) Where a property is transferred to the society under sub-

:section (1) or where a property is sold under section 94, the Court, · 
the Collector or the Registrar, as the case may be, may, in· accordance · 
with the rules prescribeq, place the society or the purchaser, as the·

;case may be, in possession of the property transferred or sold by 
removing, if necessary, any person bound l;>y the decision or award. 

I • 

(3) Subject to such rules as may be made in this behalf and to 
any rights, encumbrances, charges or equ~ties lawfully· subsisting 
in favour of any person such property or portion thereof shall be 

·held under sub-section ( 1) by the said! society on such terms and 
·,conditions as may be agreed upon between the Court, the Collector 
or the Registrar, as the case may be, and the said society. Subject . 
·to the general or special orders of the State Government, the 
~Collector or the Registrar may delegate to an officer, not below the 
·rank of an Assist;mt or the Deputy Collector or the Assistant 
·Registrar, powers exercisable by the Collector or the Registrar under 
:this Section. 

CHAPTER VIII. 

LIQUIDATION. 

'98. Winding up.-(1) If the Registrar, 

(a) after an enquiry has been held under iiection 80 or an inspec
.tion has been made under section 81 or on the report of the Auditor 
auditing the accounts of the Society; or 

(b) on receipt of an application made upon a resolution carried 
'by three-fourths of the members of a Society present at a Special 
'-'General Meeting called for the pU'rpose ; or 

(c) of his own motion in the case of a Society which
( i) has not commenced working ; or 
( ii) has ceased working ; or 
(iii) possesses shares or member's deposits not exceeding 

Rs. 500; or 
(iv) has ceased to comply wiTh any conditions as to registra

-tion and management in this Act or the Rules or the_ By-laws, 
is of the opinion that a society ought to be wound up, he · inay · 
issue an interim order directing it to be wound up. 

· L-B Qb 2437-29a 



,(2) A copy of· such ·order made under sub-section l(a.), and section. 
l(c) (iv) shall be communicated· in the prescribed· manner to the . 

-- - . . ' 
Society calling upon it to suhJ?it its explanation to the Registrar . 
within a month from the. date of the issue of such order, and the 
Registrar, on giving an apportunity to the Society to be heard, may 
issue a fresh order, which shall be called the final order, vacating or 
confirming the interim order. 

99. Appointment of Liquidator.-(1) When an interim order is. 
passed under section 98(1) for the winding up of a Society, the. 
Registrar may, in accordance with the Rules, appoint a person to. be· 
pro,•isional Liquidator of the Society and fix. his remuneration. 

(2) On issue of the interim order, the Officers of the Society sha.ll' 
hand over to the provisional Liquidator the custody and control o.f::. 
all the property, effects and actionable claims, to which the Society 
is or appears to be entitled and of all books, records and other 
documents pertaining. to the business thereof. and shall have no
acce~s to any of them. 

·_(31 When a final order is passed under section 98(2) confirming the· 
interim .order, the Registrar may appoint in the manner prescribed ... 
the: person appointed under sub-section {1) or. any other person as. 
Liquidator of the Society. Upon the appointment of the Liquidator 
the Officers ·of the Society shall vacate their office and, while the 
winding up order remains in force, the general body of the Se:ciety· 
shall not ·exercise any powers. 

(4) The person appointed under sub"'section (1) as provisional 
Liquidator or as Liquidator under sub-section (3) shall ;.;ubject to 
the general control of the Registrar, exercise. all or any of the powers. 
mentioned in section 101. The Registrar may remove such person 
and appoint another in his place without assigning any reason . 

... -?-- - .. 

(~) ::rhe whole o~ the assets of the Society shall, on the appointment
a~ provisional Liquidator under sub-section (1) or Liquidator under 
sub-section (3), vest in such provisional Liquidator or Liquidator, as. 
the case may be, and notwithstanding anything contained in any law 
for ihe time be.ing' in force, if any landed property is held by a provi-· 
siorial Liquidator or Liquidator, as the case may be, on behalf of 
the Society, the title over the land shall be complete as soon as the 
mutation of the ·name of his Office is effected and no Court shall 
question the title ori the ground <Jf 'dispossession, want of possession· 
or physical delivery of possession. 

(6)' In the event of the interim order being vacated, the person· 
appo~nted as provisional liquidator shall hand over the 1-·roperty, 
e{fects and actionable claims and books, recordS. and other document!J· 
of the sodety to the officers who had delivered the same to him_ 
Tpe_acts doJ:?,e and the proceedings take~ by the provisional liquidator-.. 
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5~~11 be-pi~ding_o(l lh€(SOC~ety ·and-~UClr·pr~~edJngi sh#,:~~e~ the 
interim order has -been cancelJed under section "98(2), be conti'imed 
hy' the officers ~f .the ·society;. 

100: Appeal against the order of winding up:..:-The committEie or 
.any member of the society ordered to be wourid may Withlii 2 ffi1)hths 
from the date of the issue of the order made under section 98 appeal 
:to the State Goverrim_ent, if the order_ is :made by the Registrar. «;~r to 
the _Registrar if the order is made by any person on whom the powers 
of_ the Registrar are conf~rred, pro\'ided th~t. no • app~al shall lie 
:against an order,_ issued under sub-section l(c)- (i). · (ii). (iii) of 
seetion 98: 

Provided that no appeal shall lie against an order passed by the 
Registrar on appeal. 

Explanation.-No application under this s~ction shall be entertained 
from_ a member unless it is accompanied by such sum as ::"ecuritv 
for the cost of hearing the appeal as may be prescribed. 

10l. Powers of liquidator.-The liquidator appointed under 
section 99 shall have powers, subject to the rules and the general 
control of the Registrar, · -

(a) to institute and defend any suit and other legal proceedings, 
civil or criminal on behalf of the socieiy in the name of his office; 

(b) to carry on business ·~f the society so_ far as may be necessary 
.for the beneficial winding up of the same ; 

r(c) to sell the immovable and movable property and actionable 
daim of the society by a public auction or . private contract with 
power to transfer whole or part thereof to any person or body incor~ 
porate or sell the same in parcels; 

"(d) to raise on the security of the assets of the society any money 
required; 

(e) to investigate all claims against the society and, ,,ubject to 
the provisions of this Act, to decide questions of priority arising 
<>ut of such Claims, and to pay any class or classes of creditors "in 
full or rateable according to the amount of such debts, the surplus, 
1f al)y, being applied in payment of interest Hom ·the date of liqui
dation at a rate to be approved by the Registrar, but not cxceedin~ 
ihe contract -rate-; 

(f) to make any compromise or arrangement with crechtors or 
persons claiming to be creditors or having or alleging themselv-es 
to ha~e any. claim, present or future, whereby the society may~ be 
rendered liable ; 

· __ (g}_to -c~Pipromi~ ~u. ca1!S _or ~I9,Dl1IJI~J> .to caH&\ aQ.d ,,9et>ts· a:Q.d 
liabilities capable_ of resulting in debts, an4_ alldai,ms~ Pl'e"Sent .... ~r 
tfuture, certain or contingent, :subsisting or supposed to subsis* 
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between the society and a contributory or a legal, contributory or 
other debtor or person apprehending liability to the society and. 
all questions in any way relating to or affecting the assets or the. 
winding up of the society on such terms as may be agreed and 
take any security for the discharge of any such call; liability, debt~ 
or claim and give a complete discharge itl respect thereof ; 

(h) to determine from time to time, after giving an opportunity 
to ans?J'er the claim, the contribution to be made or remaining to 
be made by the members or past members or by the e~tate, 
nominees, heirs_ or legal representatives of deceased members or
by any officer, past officer or the estates of the society, such 
contribution being inclusive of debts due from such members or
officers; 

(i) to issue requisitions under section 94; 

(j) to get disputes referred to the Registrar. for decision by himsel:l 
or his nominee or board of nominees ; 

. . 

(k) to determine by what person and in what proportion the cost 
of the liquidation shall be borne ; 

(l) to fix the time or times within which the creditors shall prove 
their debts and claims or be included for the benefit of any distri
bution made before those debts or claims are proved; 

(m) to summon and enforce the attendance of witnesses and to 
compel the production of any books, accounts, documents, securi
ties, cash or other properties belonging to or in the custody of the· 
Society by the same means and in the same manner as is pro\•ided· 

· - in the case of a civil court under the Code of Civil Procedure, 1908; 

(n) to do all acts and to execute in the name and on behalf o.f 
the society all deeds, receipts and other documents as may be 
necessary to such winaing up. 

102. Withdrawal of final <Yrder.-The State Government or the· 
Registrar, in an appeal under section 99 and the Registrar of his own 
motion at any time may cancel the final order for the winding up of 
a society where the State Government or the Registrar in appeal 
or the Registrar of his own motion is of the opinion that the society 

·should continue to ·exist. On the cancellation of the final order, 
the liquidator shall arrange for the constitution of a new Committee 
in accordance with the bye-laws of the society if the Registrar so
desires, or where the Registrar . nominates a Committee to the 
nominated committee, and shall hand over to ~uch committee the 
charge of the society. The acts done and the proceedings taken by 
the liquidator while the winding up order remained in force shall 
be binding on the society and such proceedings shall, after the wind
ing up order· has been cancell~d, be ·continued by the Committee. and 

. ~cers of the society. · · · 
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103. Effect of order of winding up.-( 1) After the expiry of the_ 
·period . for. appeal against the order . made under sec_tion . 98( 1) or 
where the appeal has been dismissed, the order for winding up shall 
be effective and shall operate in favour of all. the creditors and Of 
all the contributories of the society ·as if it had been made on 1the 
joint petition of creditors and contributories. When a winding up 
OJ;der becomes effective the liquidator shall proceed to realise the 
assets of the Society by sale or otherwise and no dispute shall be 
commenced or, if pending at the date of the winding up order, shall 
be proceeded with, against the society, except by leave of the 
Registrar and subject to such terms as the Registrar may impose. 
The Registrar may, of his own motion, however, entertain or dispose 
of any dispute by or against the society. 

104. Bar of suit in winding up and dissolution ·matte1s.-Save in 
so far as is expressly provided in this Act, no Civil Court shall take 
cognisance of any matter connected with the winding up or dissolu
tion of a society under this Act and when· a winding up order has 
been· made no suit or other legal proceeding shal~ lie or be proceed
ed with against the society or the liquidator except by "leave of the 
Registrar and subject to such terms as he may impose : 

Provided that where the. winding up order is cancelled the provi
sions of this section shall cease to operate so far as the liability 
of the society and of the members thereof to be sued is concerned 
but they shall continue to apply to the person who acted as 
Liquidator. 

105. Audit of liquidator'~·'account.-(1) The liquidator shall, at 
such times as may be prescribed but not less than twice each year 
during his tenure of offi<:e, present to the Registrar an account in the 
prescribed forrri of his receipts and payments as Liquidator. The 
Registrar shall cause the accounts to be audited in such manner as 
he thinks fit and for the purpose of the audit, the Liquidator shall 
furnisk the Registrar with such vouchers and information as he or the 
pE-rson appointed by him ~ay require. . 

(2) The Liquidator shall cause a summary of audited _accounts to 
be prepared and shall send . a .copy of. such summary to every 
contributory : . - . · . -

Provided that the Registrar may in the case of any. winding up 
proceedings exempt the liquidator from compliance with sub-
section (2). . 

· (3) The liquidator shall pay- su~h- fees as the Registrar_ may di~ect 
for the audit of- the accounts and books kept by_him in :the manner 
prescribed. · · · · · 

, (4) The liquidator shall be_ held liable fo:r any .. irregularities which 
might be d~scovered in the course' or as a re-sult of auqit in respect of 
transactions subsequen.t to his· taking ove~ th~ affairs of the society 
and may. b~ ·_proceeded_ against as if: it -vvere · ;ill; ·offence ·under 
_se~tioi'l. 85. ·· - - - · · · -· · · · · · · · 
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.. 106 .. :Liquidator's report._:_(l) .The Liquidator shall, as s6ofi. es 
~pr51ct_icable but not later than six months from the date ofthe order 
. n:t.a<;l~_ u_nd~r section 9~ submit .a. preliminary repo~t to the Registrar; 

. (a) as to the estimated amoimts of assets aiici liabilities, giving 
separately under. the heading of assets, particulars of (i) cash and 
negotiable securities ; (ii) debts due from contributories ; (iii) debts 
due to the society and securities, if any, available in respect there
()[;_ (iv) movable and. immovable . properties belonging to the 
society and (v}_ the liability of members, past .members, deceased 
members, and officers, past officers and deceased officers ; 

(b) the causes "of the failure of the society; 
(c) where, in his opinion, action is necessary as to any matter 

relating to the promotion, formation or failure of the society, or 
the conduct af the business thereof. 

(2) The Liquidator shall submit a half-yearly progress report to 
the Registrar in such form as the Registrar may require. 

(3) The report . of the liquidator under sub-section (2) to the 
Registrar shall be available for inspection to .the members of the 
society in the office of the liquidator during office hours. 

Explanation~-For the purpose of sub-section (3) the office of the 
Liquidator shall be the office where the books of the society are 
kept and if there is no office, the residence of the Liquidator shall be 
considered as the said office of the Liquidator. 

107. Termination . of liquidation proceedings.-(1) Where the 
order for winding up a Society has not been withdrawn under 
section 102 the winding up proceedings of the wciety shall be closed 
within three years from the date of the order of the winding up 
unless the period is extended by the Registrar : 

Provided that the Registrar shall not grant any extension for 
a peliod exceeding one year at a time but four years in all and shall, 
immediately after the expiry of seven years from the date of the · 
order for winding up of the society, deem that the liquidation 
proceedings have terminated and pass an order terminating the 
liquidation proceedings. 

Explanation.-In the case of a society which is u:1der liquidation 
at the commencement of this Act, order for the winding up of the 
society Shall be deemed for the purpose of this section to have been 
passed on the date on which this Act comes into operation. 

~ . (2{ Notwith~tanqi~g. ;_an~tl;ting ~ontained, in . sub-section h>. ~he 
Registrar. shall tewinate , the liquidation proceedings on receipt· of 
t}le final report frQn'i t~,J:.iquida~or.: ':£:~E[; nl)af~ei>on of.th~ liquid~
tor shall state that the liquidation proceedings of the so~i~ty}~aye 
been closed and how the winding up has been conducted and the . , 



property of and claims o•t the society have been disposed of, and shall 
include a statement showing a summary of the account of the wind~ 
ing up including the cost of liquidation, the amount, if any, standing 

-to the credit of the society in liquidation after .l?a~ng off ~ts liab~lities 
'including the share or .. interest of members. ··and· suggest·· ··how th.e 
~surplus should be utilised: · " ·· 

·(3) The Registrar, on receipt, ~f the final report from the liqui~ator, 
·shall direct the Liquidator to convene a general meetin~t of the 
members of the society for recording his final report. 

· 108. Effect of cancellation of registration.-( 1) On. the terrillna
tion of winding up proceedings as provided in ··section i.07 · the 
Registrar shall make an order· ·• cancell~ng the · registration of the 
:society and the society shall be deemed. to be dissolved and shall 
-eease to be a body corporate by the name under which it .. was 
xegistered, from the date of such order. 

(2) All books, registers and accounts belonging to the society and 
-all books, accounts and papers relating to its liquidation proceedings 
whcih are in possession of the liquidator shall be delivered by.. the 

liquidator to the Registrar or to such person as the Registrar may 
·direct and no person will have any claims for inspection or otherwise 
·<>n any of them. · · 

I ' . . . " , . 
109. Disposal of surplUS'~ assets.-The stirplus assets, as shown in 

·the final report of the liquidator af a society which has been wound 
up, shall no_t be divided amongst its members but shall be devoted 
to any object or objects provided in the· bye-laws of the society if 
they specify that such a surplus shall be utilised for the particular 
purpose. Where the society has no such bye-laws, the surplus shall 
vest in the Registrar who shall hold it in trust and shall transfer it to 
the reserve fund of a new society registered with the similar object 
.and serv~ng more or · less an area which the society to which the 
.surplus belonged was serving : · · · · 

Provided that where no such society exists or is registered within 
three years of the cancellation of the society whose surplus is vested 
in the Registrar, the Registrar may distribute the surplus. in the 
·manner he thinks best among any or all of the following : ..;.._ _ · • 

(a) an object of public utility and of local' interest, .as may be 
recommended by the members in general · meeting held under 
section 107(3). . · · · ·· ·· · 

(b) a federal society with similar objects to which the cancelled . 
~ociety was eligible for a~iatio~ o_r, . where no federal .sOciety 
exists to the Bombav State Co-OnerativP Union~- :inrl 

·. .( c >- any charitable purpose as d~fined.in: section 2 of. tne" ch~rH~ Ble 
Endowments Act, 1890. 
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CHAPTER IX. 

FARMING SociETIES.· 

11~. App~ic~tio~ of ~his Chapter.-This c;hapter sh~ll apply t 81 
far~J.?g s~c~ebes mc_ludmg _be~ter farming societies, tenant farming: 
soc1etles, JOint farmmg soc1ebes, collective farming societies and. 
societies for consolidation of holdings, land reclamation and improve
ment, crop protection, irrigation, and for providing embankment 
facilities : 

Provided that the State Government may, by general or special 
order published in the Official Gazette,direct that the provisions of 
this chapter shall a1so apply to any other class of societies an:l there
upon -they shall apply as if such societies were farming societies. 

111. Registration.-(1) If the Registrar is satisfied that the con
ditions of registration as laid down in section 6 of this Act have been 
fulfilled and that the scheme proposed by the society is economic~lly 
sound and has been sanctioned by the State Government after due 
enquiry' in the manner prescribed, that Registrar shall register the 
society. 

(2) Notwithstanding anything contained in sub-section (1) no
farming society shall be registered unless 66 per cent. cJ tbe owners 
and or tenants in possession of or having interest as tenants in not 
less than 75 per cent. in aggregate of the land proposed to be included· 
in the area of operation of the proposed society have given their con
'sent to the making of the. scheme. 

112. Effect of registration.-:-(1) On the registration of a farming 
society, all the owners of and tenants having interest in lands: 
included in the area of operation of the· society, whether they are 
members of the society or not, shall have such rights and shall be 
subject tu such liabilities as are conferred or imposed on them under 
the. by-laws of the society. 

(2) The Society registered under section 111 may execute any 
work and undertake such other functions as may be laid down in 
its by-laws ·and may· recover the expenditure thereon from all the 
owners of and tenants having interest in lands included in its area 
of operation whether they are members of the societies or not, on 
the basis of contribution leviable at a rate specified in the by-laws: 
or in the general meeting or in any manner prescribed in the rules 
·or specified in the scheme. · 

113. Dues· of Farming Societies and -their recovery.--(1) ~ubject 
t<.>: the provisions of section 49, any outstanding demands or dues 
payabie to a farming society by any person; whethet he is a ~em?er 
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or not in respect of any rent shares, loans, contributions or any other
rights or amounts payable by him to such society shall ·be a first 
charge upon his interest in the crops or other agricultural produce 
on the land included in the area of operation of such ·society and 
of which he is an owner or in which he has interest as a tenant. · 

(2) Any sum due to a society under sub-section ( 1) shall, on the: 
application being made by such society for recovery, be recoverable· 
as if it were dues to be recovered under section 93. · · 

114. . Power to exempt farmi!l-g societies from provisions of 
Chap~er IX.-(1) Notwithstanding anything contained in section 110 
the State Government may, by general or special order to be published_ 
in the Official Gazette, exempt· any farming society or class of such. 
societies from any or all of the provisions of Chapter IX. . '. 

(2) Any farming society in respect of which a certificate of regis-. 
tration has been issued by the Registrar under section 10 of the
Bombay Co-operative Societies Act, 1925, or any other Co-operative
Societies Act, applicable to societies in any of the component parts. 
of Bombay State, before thTs Act comes into force, dtiall be deemed 
to have been validly registered under th_is· Act, notwithstanding that: 
any of the provisions of Chapter IX as to registration have not been 
complied with. 

CHAP'l'ER X. 

LAND MoRTGAGE BANKS. 

115. Application of this Chapter.-(1) This Chapter shall apply to· 
land mortgage banks and any other bank permitted to function as 
such under this Act. 

(2) In this Act unless there is repugnant in the subject or context,... 
'"State Mortgage Bank" means the Bombay State_ Co-operative Land 
Mortgage Bank, Limited, and includes the Saurashtra Central 
Co-operative Land Mortgage Bank, Limited, and the Vidarbha 
Co-operative Bank, Limited, and "mortgage bank" means a primary 

. c<raperative land mortgage bank registered or deemed to be registered 
under the Bombay Co-operative Societies Act, . 1925, and ac:hnitted 
as a member of the State Mortgage Bank and includes the State 
Mortgage Bank where it functions as a :mortgage bank and any other-· 
co-operative bank permitted under. this" Act to function as_ a mort
gage bank. 

116. Appointment, powers and functions of Trustee.,..-(1) The 
Registrar, or where the State Government appoints any other person 
in this behalf, such person, shall be the Trustee for the purpose or· 



~~c.uring ·the fulfill~ent of. the obligations .of the State: La~d. Mortgage 
Bank; Jo ~he· holde:!s of d~bentures issue.fl by the· State Mortgage 
Bank 

. (2) The Trustee appointed under sub-section (1) shall be a rorpora
tion, soll~. by the name of the Trustee. for the debentures in respect 
of which he is. appointed,: and; as such, shall have the perpetual 
suceession and a common seal and in his corporate name sh:ill sue 
and be wed. 

(3) Powers and. functions of the Trustee shall be, governed by the 
provisions of this Act and Instrument of Trust executed between 
the State Mortgage Bank and the Trustee as modifiea from time to 
time by mutual agreemeni between the State Mortgage Bank and the 
Trustee. · 

117. Issue of debentures.-(1) With the previous sanction of the 
State Government and the Trustee, the State Mortgage Bank may 
for the purpose of investment in land mortgage business and for no 
other purpose, issue debentures .of such Denominations for such 
periods and at such rates of interests as it may deem expedient on 
the security of the mortgages and other assets of the Jand mortgage 
businesc;. · 

(2) Every debenture may contain a term fixing a period no~ less 
·than 10 years and not exceeding 30 years from the date of issue during 
·which period it may be redeemable by reserving to the State 
·:Mortgage Bank the right to call it at any time in advance of the 
·date fixed for redemption after giving to the holder of the deben
. ture not less than 3 months' notice in writing. 

(3) The total amount due on debentures issued by the State Mort
·gage Bank and outstanding at any time shall not exceed the aggre
gate of -the amounts due on the mortgages, the value of other 
:assets transferred or deemed to have been transferred under section 
·120 by the mortgage banks to the State Mortgage Bank and ~ubsisting 
at such time and the amounts paid under the mortgage aforesaid 
and remaining in the hands of the State Mortgage Bank of the 
Trustee at that time. 

118. Guara.ntee by State Government.-(1) The principal of, and 
interest on, the debentures issued under section ·117 shall carry the 
guarantee . of the. State. Gover11ment to such maxim 11m amount as 
may be fixed by the State Government and subject to such conditions 
.as ihe State Government may think fit to impose . 

.. (2). The State.Govez:nment may, .after consulting ~he .State Legis
laturt_ mciea::e. 'the maximutr!· amount. ot any guarantee. given lltlder 
'sul>-section ( n.- . . . . 



(3) The State Government may, after consulting the State 
Mortgage Bank and the Trustee, by notification in the Official Gazette 
and by notice, of not less than 14 days in such· of the principal 
newspapers in the State and of other States in India as the State 
Governme:nt may select in this behalf, discontinue the guarantee 
given under sub:section (1) or restrict the maxirmirri amount" thereof 
or modify the conditions subject to which it is given with effect from 
a specified date, not being earlier than six months from the date of 
t~e publication of the notificatio? ·in the Official Gazette 

Provided that the withdrawal, restriction or modification <•I any 
guarantee under sub-section (3) shall not in any way affect the 
guarantee carried by any debentures issued prior to the date of. 
which such withdrawal, restriction or modification takes effect. 

(4) Every notification and notice referredto in sub-section (3) shall, 
where the maximum amount of guarantee. is to be restricted, or the 
conditions subject to which the guarantee iSi given are to be modified, 
set forth, with sufficient clearness, the scope and effect of the restric
tion or modification, as the case may be. 

. ·. 
(5) The State Government may also .guarantee to the State 

Mortgage Bank for a ·specified period the. repayment of loan to the 
extent of the excess where the loan given by the State Mortgage 
Bank or a Mortgage Bank to· a member for the·· developm-ent· of any 
land is in excess of the amount of the loan to which such member 
would be entitled on the ba~\s of the value of the land· as determined 
in accordance· with the principle of .. valuat~on approved· ·by· the 
Registrar. · · - · .. · · · · 

119. Vesting of property in Trustee and debenture -holders' charge 
ort assets.-Upon the issue .of debentures under- the provisions qf 
sub-s;ection ( 1) oi section ·117 the mortgage and assets-referred,· to in 
sub-.section (3) of section 117 held, by the State Mortgage Bank shaH 
Yest in the Trustee and the holders of debentures sh_all have. a floating 
charge on all such mortgages and assets and on the amount paid 
under such mortgages and remaining in the hands :of' the State 
Mortgage Bank or of_ the Trustee. 

lZU. · Priority of mortgage.-(1) A mortgage executed in 1:avour of·· 
a mortgage bank shall have priority over any claim of the Govern-
ment arising from a loan under the Land Improvement Loans 
Act, 1883, or. the Agriculturists Loans Act; 1884, or. under any othe:~: 
law for the time being in force, granted after the execution of the~, 
mortgage. · 

(2) Notwithstanding anything conta~ned· in the Bomb~v Tenancy-: 
and Agricul~ural Lands Act, -1948, or any other law for the -time being . 
in force where a mortgage is in respect. of-land· in· which -a tenant - . ~ . . ~ . . . . 
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:bas an interest, the mortgage may be against the security o$ such 
interest and the rights of the mortgagee shall not be affected by the 
1ailure of the tenant to comply with the requirements of that Act 
and the sale of the land and tenants interest therein under the s:.tid 
Act shall be subject to the prior charge of the. mortgage bank. 

121. Mortgages executed in favour of mortgage banks to stand 
·.vested in State Mortgage Bank.-The mortgage executed in favour of, 
.and all other assets transferred to, a mortgage bank, by the members 
thereof shal'l, with effect from the date of such execution or transfer, 
be deemed to have been transferred by such mortgage bank to the 
.State Mortgage Bank and shall vest in the Trustee. 

122. Mortgages not to be questioned on insolvency of mortgagors.
Notwithstanding anything contained jn the Presidency Towns 
Insolvency Act, 1909, or the Provincial-Insolvency Act, 1920, a mort
gage, executed in favour of a mortgage bank shall not be called in 
question on the ground that it was not executed in good faith for 
valuable consideration or on the ground that it was executed in order 
to give the Bank a preference over other creditors of the mortgagor. 

123. Right of mortgage bank to pay prior debts of mm·tgagor.
(1) Where a mortgage is executed in favour of a mortgage bank for 
payment of prior debts of the mortgagor, tne mortgage bank shall, 
notwithstanding anything contained in· the Transfer of Property 
Act, 1882, by a notice in writing, require any person to whom any 

:such debt is due, to receive payment of such debt or part thereof from 
the bank at its registered office within such period as may be 
.specified in the notice. 

(2) Where any such person fails to accept such notice or, to receive 
·such payments, such debts or part thereof, as the case may be, shall 
-cease to carry interest from the expiry of the period specified in 
1he notice: 

Provided that where there is a dispute as regards the amotmt of · 
any such debt, the person to whom such debt is due shall be bound 
io receive payment of the amount offered by the mortgage bank 
1owaFds the debt, but such receipt shall not prejudice the right, if 
·any, of such person to recover the balance claimed by him. 

124. Mortgages executed by managers of joint Hindu families.- . 
( 1) Where a mortgage is executed in fa-rour of a mortgage bank 
either before or after the commencement of tbis Act and is called in 
-question on the ground that it was executed by Manager of a joint 
Hindu family for a purpose not binding on the members, whether 
major or minor, thereof, the burcfen of proving the same !>hall, not
withstanding any law to the contrary, lie on the party raising it 



(2) Mortgages in respect of loans by Mortgage Bank or the State 
Mortgage Bank for the improvement of agricultural land or of the 

· methods of cultivation, or for financing any other means to raise 
productivity of the land, or for :the purchase of land, shall not be· 
called in question and shall be binding on every member C'f such 
joint Hindu family. notwithstanding any law to the. contrary. 

125. Restrictions on lease.-(1) Notwithstanding anything contain
ed in the Transfer of Property Act, 1882, or any other enactment . 
for the time being in force, no mortgage or property mortgaged to 
.a Mortgage Bank shall be entitled, .after the execution of the mort
_gage, without the previous permission of the bank which may be 
subject to such conditions as the bank may impose, to transfer or 
mortgage his equity of redemption or lease such property: 

Provided that no Mortgage Bank shall .be competent to ·give its · 
.approval without the previous sanction of the State Mortgage Bank: 

(2) Where the State Mortgage Bank aceorCfs its consent under 
:Sub-section (1) it shall send an intimation thereof to the Trustee 
appointed under section 116. 

126. Power of Mortgage Bank to receive money and give dis
-charge.-Notwithstanding anything contained in section 121 all 
moneys due under the mortgage shall, unless otherwise directed by 
the State Mortgage Bank or Trustee and communicated to the mort
_gagor be payable by the mortgagor to the Mortgage Bank and such 
payments shall be as valid as if the mortgage had not been so trans
ferred ; and the Mortgage B.ank shall in the absence of any specific 
direction to the contrary issued by the State Mortgage Bank or 
'Trustee and communicated to the bank as such be entitled to sue on 
the mortgage or take any other proceeding for the· recovery Of the 
moneys due under the mortgage. 

127. Power of Mortgage Bank where mortgaged prope1·ty is 
destroyed or security becomes insufficient.-Where any rroperty 
mortgaged to a Mortgage Bank is wholly or partially destroyed or the 
security is rendered insufficient for any other reason and the 
·mortgagc,r, having been given . a reasonable opportunity .by the 
Bank of providing further security enough to rend_er the. whole 

:security sufficient or of repaying such portion of the loan as may be 
determined by the Bank, has failed to provide such security or ta 
repny such portion of the loan, the whole of the loan shall be deemed 
to fall due at once and the bank shall be entitled to take t~tion 
against the mortgagor under section 128 or section 129 for the 
recovery thereof. . ·· · 

Explanation.-A security shall be deemed · insufficient within the 
meaning of this Section unless the value of the mortgaged property 
·exceeds t'ne amount for .the time being due on the mortgage by such 
proportion as may· be specified in the Rules cr the Bye-laws of the 
:Mortgage Bank. 



128. Power to distrain.-If any sum due as an instalment or 
patt ·of :an instalment payable under a mortgage executed in favour 
of a· mortgage bank or the State Mortgage Bank has remained unpaid 
for. more than one month from the date on which it fell due or if 
on default being made by the mortgagor in payment of land re:venue 
or any other Government dues in respect of l?nd mortgaged by h~m. 
the Mortgage Bank or the State Mortgage Bank has paid the same· 
according to the Government demand, the Mortgage Bank or the
State Mortgage Bank may, in addition to any oti1er remedy available 
to the Mortgage Bank, apply to the Registrar fnr the recovery of such. 
sum by distraint and sale of the produce of the mortgaged land 
including the standing crops thereon and on its :furnishing the State-
ment of accounts in respect of arrears the Registrar may, after making 
such enquiries as he deems fit, grant certificate for the recm·ery of 
the. amount stated therein to be due as arrears. A certificate so• 
granted by the Registrar shall have the effect of the certificate issued 
under section 95 and the arrears stated to be aue therein shall be 
recoverable in the same manner as is prescribed under section 95(3). 

129. Sale of Mortgaged Property.-(1) Notwithstanding anything_ 
contained in the Transfer of Property Act, 1882, or the Trustees 
and Mortgagees Powers Act, 1886, the Mortgage Bank or any· 
persons ·authorised by it in this behalf shall, in, case of default 
of· payment of the mortgaged money or any part thereof, have 
power, in addition to any other remedy available to the bank, to 
bring the mortgaged property to sale by public auction in the 
village ·rn. which the mort~aged property is situated or at 'the 
nearest. place of public resort without the intervention of the Cou!i : 
.Provided- that no· action shall_ be tak_en under sub-section (1; 

and,i _no· such power s4fl.ll be exercised unless and until-
-, . (a) the. mortg~ge- bank has been previously authorised tv--
-exercise the power conferred under sub-section ( 1) after hearin~ 
t.he ·objections, if any, of' the mortgagor or mortgagors, 
· (b) not~ce in writing ~equiring payment of such mortgaged 

. money ot part thereof has been served upon- -
. (0 the mortgagor or each of the mortgagors, 

(ii) ·any person who nas any interest in or charge upon the 
property· mortgaged or in or upon the right to redeem the same-
90 far ~s known to the Bank, 

(iii) any surety for the payment of the. mortgaged debt or 
' - ariy part ~hereof, and · 

:_ (iv) any creditor of the mortgagor who has in a suit for· 
, administration of. his estate obtained a decree for sale of mort
gaged property ; and 
(c) default has been made in payment of such mortgaged 

money_ or part thereof . for three months after service of the· 
notice.-



(2) If the mortgage bank fails to take action against a defaulter 
under section 127, section 128 or under this section the State 
Mortgage Bank may direct the Mortgage Bar1k to take appropr~ate 
action and where no action is taken either by the. State Mortgage 
Bank or the Mortgage Bank, the Trustee may take such· action. If 
such action is taken by the Trustee, the provision:> of this Chapter 
and of any Rules prescribed shall apply in respect thereto as if all 
references to the Mortgage Bank in the said provision were reference 
to the Trustee. 

130. Right of Mortgage Bank to buy mortgaged property.
(1) Notwithstanding anything contained in any law for the time being 
in force. it shall be lawful for a Mortgage Bank or the State 
Mortgage Bank to purchase any mortgaged property sold under 
this Chapter, andl in accordance with Section 97 of this Act and 
the property so purchased may be disposed off by such bank by 
sale within such period as may be fixea by the Trustee. -

(2) Nothing in the Bombay Tenancy . and AgricultUral Lands 
Act, 1948, or any other law for the time being in force, fixing 
a maximum limit of agricultural holding shall apply to the acquisi
tion of land by a Mortgage Bank or the State Mortgage Bank 1,1nder 
sub-section (1). 

131. Application to set aside sale.-( 1) On effecting the sale by 
a Mortgage Bank under Secf.ion 129 the bank shall, in the prescribed 
manner, submit to the State Mortgage Bank and the Registrar 
a report setting forth the manner in which the sale has been 
effected andJ the result of the sale and the State Mortgage Bank,· 
with the approval of the Registrar, confirm the sale or cancel it. 

(2) Where the sale is effected by the State Mortgage Bank under 
Section 129 the State Mortgage Bank shall in the prescribea manner, 
submit to the Registrar a report setting forth the manner in which 
the sale has been effected and the result of the sale, and the Registrar 
may confirm or cancel the- sale. 

(3) Where the Trustee has. effected the sale under section 129(2) 
he shall, in the prescribed manner, submit to ffie Registrar a report, 
setting forth th~ manner in which the sale was effected and the 
result of the sale the Registrar may_ confirm or cancel the sale. 

( 4) Where an order is passed by the Registrar under sub-sec
tions (1), (2) and (3) confirming a sale, the sale shall thereupon 
become absolute. 

Explanation.-The Registrar shall not confirm a sale if the State 
Government informs him that it claims to take the property at the 
sum last bid anCI deposited the full amount of the ~ast bid. On so 
doing, the property shall be sold to the State Government. 

L•B Qb 2437-30 
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132. Disposal of. sate proceeds.-( 1) The proceeds of every sale 
effected under Sectwn 129 and confirmed under Section 131 shall be 
applied first in payment of all costs, charges, and expenses ;ncurred in 
connection with the sale or attempted sales, secondly in payment of 
any or all interest due on account of the mortgage m consequence 
whereof the mortgaged property was sold and thirdly, in payment of 
the principal due on account of the mortgage including cost and 
charges incidental to the recovery. If there remains any re:::idue 
from the proceeds of sales, the same shall be paid to the person prov
ing himself interested in tl:.e property sold or if there are more such 
persons than one, then to such persons upon the~r joint receipt 
or according to their respective interest therein as may be deter
mined by the Mortgage Bank. 

(2) Notwithstanding anything contained in sub-section .(1) no 
residue shall be d\isposed of until 30 days have elapsed from the 
communication of the decision to pay the residues, to all the 
persons concerned and all payments of such residue may there
after shall be valid and effectual against any demand relating 
theretQ made upon the mortgage bank by the mortgagor or by any 
other person. 

(3) Any person dissatisfied with the decision of the rv!ortge1ge 
Bank in regard to the distribution of such residue may, within 
30 days from the communication to him of such decision under sub
section (2), institute a suit in a Court to establish the right he 
claims to such resiaue and on receipt of the intimation within the 
said period of 30 days of such suit being filed, the Mortgage Bank 
.sihal1 not proceed with the distr~bution of the residue until the 
suit is decided and shall distribute the same thereafter in accordance 
with the decision of the Court thereon. 

133. Certificate to purchaser, delivery of property and title of 
purchaser.-( 1) Where a sale of a mortgaged property has become 
absolute unaer Section 131 and the sale proceeds have been received 
in full by the Mortgage Bank, the Mortgage Bank shall grant 
a certificate to the purchaser in the prescribed form specifying 
the property sold, the sale price, the date of its sale, the name of 
the person who at the time of the sale is declared to be the 
purchaser and the date on which the sale became absolute and upon 
the production of such certificate the -Sub-Registrar, appointed 
under the Indlian Registration Act, 1908, within the limits of whose 
jurisdiction the whole or any part of the property comprising such 
certificate is :situated shall enter the contents of such copy in hi£ 
register relating to immoveable property. 

(2) (a) Where the mortgaged property sold is in the occupancy 
of the mortgagor or of some person on his behalf or some person 
claiming under a title created by the mortgagor subsequent to 
mortgage in favour of the State Mortgage Bank or the Mortgage 
Bank and a certificate in respect tliereof has been granted under 
sub-section ( 1), the Court shall, on the application of the purchaser, 
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order delivery to .be made by putting such purchaser o.· any persvn 
whom he may appoint to receive delivery on his behalf, in pusses
sian of the property. 

(b) Where the property sold is in the occupancy of a tenant 
or other person entitled to occupy the same and a certificate in· 
respect thereof has been granted under sub-section ( 1), the Court 
shall, on the application of ·the purch~ser and after notice to sucn 
tenants or other persons, order the delivery ~o be made by· affixing· 
copy of the certificate of sale in conspicuous place on the property 
and proclaiming to the occupant by beat of .Orum or (Jther customa.·y 
mode at some convenient place that the right, title and interest of . 
the mortgagor have been transferred to the purch~ser. 

(3) Where any property is sold in the .. exercise or pu;purted 
exercise of a power of sale under Section 129, the title of the 
purchaser shall not be questioned on the g'round that the circum-
5tances required for authorising the sale had not arisen c.r due 
notice of the sale was not given o: the power of sale was not given 
or the power of sale was otherwise imp!operly c,r irregularly 
exercised : 

Provided that any person who has suffered any damage by an 
unauthorisea, improper or irtegular exercise of any such power 
shall have a remedy in damages against the mortgage bank and 
the State Mortgage Bank. 

134. Exemption of officers of mortgage bank from personal 
appearance before the registering officers.-(1) Notwithstanding any
thing contained in the Indian Registration Act, 1908, it shall not be 
necess:uy for any officer of a mortgage bank or the State Mortgage 
Bank to appear in person or by agent at any registered office in 
any proceedings connected with the registratior1 of any instrument 
execuled by him in his official capacity or to sign as provided in 
section 58 of that Act. 

(2) Where any instx:ument is so executed, tne Registering Officer 
to whom such instrument is presented for registration may, if he 
thinks fit, refer to such officer for information respecting the same 
and, on being satisfied of the execution thereof, sha!l register the 
instrument. 

135. Service of no1ice.-(1) Whenever under the provi~ions of this 
Chapter a notice is r~quired to be given to any person in writing it 
shall be sufficient to send such notice by registered post. 

(2) The provisions of sections 102 ~md 103 of the Tr:onsfer of Pro
oerty Act, 1882, a11d of any rulr:>~ made uncle!" section 104 thEreof 
for carrying out the purpose of the fections, shall aoply ·so far as 
may be in respect of all notices to be served under this Chapter, 

t.-11 Qb 2437-3l 



.:-J3.6._- :-Officers of Banks not to bid at sales.-At any sale of movable 
or_jrnrrioveable property~ held under the_ provision:; of this Chapter, 
no -':>ffic'er or employee of a mortgage bank or- the State Mortgage 
Bank, except on behalf of the Bank of which he- is an officer or an 
empicijee, and no person having any duty. to perform in connection 
yi}th-,such sale shall either directly or indirectly bid for, -or arquire 
oi- 'attempt to acquire or attempt to acquire any interest in, such 
property. · 

-- ' 

)37. Construction of references to other Acts.-All references_ t~ 
the Hyderabaci Land Mortgage _Banks Act, 13~, F., the Central 
Provinces Co-operativ_e Land Mortgage Banks Act. 1937, and the 
Saurashtra Co-operative Land Mortgage Banks Act, or -to any other 
Act, Central or State, occurring in any enactrr1ent made by any 
authorjty in India and for the time being in force in Bombay State 
shall, in the application, to the said State, of any such enactment, 
be read and construed as references to this Chapter and anything 
dorie or any proceeding commenced in pursuance of any such enact
ment on or after the date on which this Chapte_:: shall have come into 
op~ration shall be deemed ·to have been done or to have been com
menced and to have had effect as if the reference in such enactment 
to the Hyderabad Land Mortgage Banks Act, 1349 F., the Central 
P10vinces Co-operative Land Mon:gage Banks Act, 1937, and the 
Saura-shtra Co-operative Land Mortgage Banks Act or any other Act, 
C€ntral or State, for the time being in force in the a:reas CQmprising 
the Bmnbay State as on November 1st, 1956 or- thereafter, had b2en 
the reference to this Chapter and no such thin_s or pro::eeding shall 
be-deemed to- have been invalid on the groun-1 that such ei:.actmen1 
did not refer fo this Chapter. 

CHAPTER XI 

OFFENCES AND PENALTIES. 

; 138. Prohibition of the use of the word "Cu-ope1·ative ".-( 1) Nc 
pers-on, other than a society registered under this Act and a person 01 

his succef:sor in interest of any name or title under which he traded OI 

carrie-d on- business at the date on which this Ad comes into opera· 
t_ion, s_hall, without the sanction of the State G'wernment, function 
trade or carry on business under any name or t!tle -of which the 
~vord "Co-operative" or its equivalent in any Indian language form~ 
part.- · 

. (2)_ Every person who is a member of a sgckt:: formed in contra· 
vention· of section 11(2) of this Act and eve:-v person contravenin~ 
the -provisions of sub-section (1) shall be pu:-:.ishable \vith a finE 
which may extend to Rs. 500. · 

_,~.J39. · Offences.-It shall be an offence under this Act, i_f--:- ·-
----(a) ~- committee of a SOCiety with .::. \VOrking capital _cj 
-Rs.- 50,000 or more or an officer or a member thereof fails withou1 
an~·- teasonable excuse to give any notie~, send any return 01 
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document, do or allow to be done anything, which the Committee, 
officer o~ member is by this Act required to give, Send, d(/ or 
allow to be done or comply with orders made under section 73,; or 

(b) a committee of a society or an officer cr member thereof 
wilfuHy neglects or refuses to do any act or to furnish any infor~ 
mation required for the purposes of this Act by the Registrar: or 
other person duly authorised by him in writing in this beha~f ;, or 

(c) a committee of a society or an officer or member thereof 
wilfully makes a false return or furnishes false information or 
fails to maintain proper accounts; or 

(rl) a Committee of a society o~ an officer or member thel{eof 
fails to invest funds of such society in the manner required' by 
section 58; or · -- · 

(e) any person collecting share money 'for a society in forma~ 
tion does not deposit the same in the State Co-operative Bank or 
a central co-operative bank or an urban co-operative bank 0r 
a postal savings bank ; or ' 

(f) D. person collecting the share money f~n· a society in forma
tion makes use of the funds so raised for condu~ting any business 
or trading in the name of a.society to be registered or provisional~ 
ly registered or otherwise ; or · 

(g) a .Committee of a society or an offiqer or member thereof 
fails to comply v.;ith the provisions under section 63(2), (3) ·and 
( 4) ; or v 

(h) any officer of a society wilfully recommends or sanctions 'for 
his own personal use or benefit or for the use or benefit of a per
son in whom he is interested, loan in the n~me of any other 'per-
son; or · 

(i) an officer or member destroys, mutilate5, alters, falsifies or 
secrets or is privy to the destruction, mutilation, alteration, falsi
fication or secreting of any books, papers Oi' securities, or mekes, 
or is privy to the making of any false or fraudulent entry in any 
regis~er, book of account or document belonging to the society; 
or 

(j) an officer or member who is in possession of information, 
books . and records, fails to furnish such ·information or produce 
books imd papers or give assistance to a person, appointed or 
authorised by the Registrar under sections 69, 70, 75, 80, 81, 90 and 
99; or 

(k) an officer fails to hand over the custody of bo.oks, records, 
ca5h, !:iecurity and other property belonging b the society of which 
he is an officer, to a person appointed undE:.r sections 69, 70 and 
~;w . 

(l) an officer or a member wilfully fails to comply w.ith _any 
decisbn, award or order passed under sectio'l 89 ; or 
~-~ Qb 2437-31a 
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(m) a member ifralJdulently disposes 10f property over which 
the srciety has a prior claim or a member or officer or employee 
or any person disposes of his property by sale, transfer, mortgage, 
gift or otherwise, with the fraudulent intention of evading the dues 
of t!.~.e society ; or 

('1~) any employer and every director, manager, secretary or 
other officer or agent acting on behalf Jf such employer who, 
without sufficient cause, fails to comply with section 51(2); or 

(o) an officer or member of a society or any person does any act 
or omission declared by the Rules to be an offence. 

Explanation.-For the purpose of this section an officer or 
a member referred to in the section shall include past officer and 

· past member as the case may be. 

140, Penalties for offences.-Every Society, officer or past officer 
. or member or past member or an employee or past employee of 
.~ society or any other person found guilty of an offence referred to 
in section 139 shall be liable to be punished-

(a) with fine not exceeding five hundred rupees provided that he 
is convicted of an offence referred to in section 139(a) ; or 

(b) with imprisonment for a ter.m which may extend to one 
month or with fine not exceeding five hundred rupees or with both 
provided that he is convicted of an offence Ieferred to in 
Section 139(b); or 

(c) with imprisonment for a term which may extend to one 
year or with fine not exceeding rupees two thousand or both 
provided that he is convicted of an offence referred to in 
Sectior.; 139(c); or 

(d) with fine not· ex~eeding five hundred rupees provided that he 
is convicted of an offence referred to in section 139(d); or 

(e) with fine not exceeding five hundred rupees provided that he 
is convicted of an offence referred to in Section 139(e); or 

{f) with imprisonment for a term which may extend to one year 
provided that he is convicted of an offence referred to in 
Section 139(f); or 

(g) with fine not exceeding two hundred and fifty rupees provided 
thJ.t he is convicted of an offence referred t~1 in Section 139(g) ; or 

(h) with 'imprisonment for a term which may extend to two 
years provided that he is convicted of an offence referred to in 
section 139(h) ; or 

( i) with imprisonment for a term. which may extend to three 
years provided that he is ccn.victed of an offence referred to in 
section 139( i) ; or 

(j) with fine not exceeding five hundred rupees provided that h:
i.i convicted of an offence referred to in .~ection 139(j) ; or 
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(k) with fine not exceeding five hundred rupees ·provided that 
he is convicted of an offence referred to in s~ction 139 (k) ; or 

(1) with imprisonment for a term which may extend to six 
months or with fine not exceeding five hundred rupees or both 
provided that he is convicted of an offence referred to in 
Section 139(!) ; or 

(m) with imprisonment for a term which may extend to six 
months or with fine not exceeding one thousand rupees or both 
provided that he is convicted of an ofre·nce referred to in 
Section 139( m) ; or · 

(n) with imprisonment for a tum which may extend to one 
month or with fine not exceeding five thousand rupees or with 
both provided that he is convicted of an offence referred to in 
Section 139(n); or 

(o) with fine not ·exceeding two hundred and fifty rupees 
provided that he is convicted of an offence referred to in 
Section 139(o). 

141. Cognizance of offences.-(1) No court inferior to that of 
a Presidency Magistrate or a Magistrate of the First Class shall try 
any offence under this Act. 

(2) Notwithstanding anything contained in the Code of Criminal 
Procedure, 1898- · 

(a) every offence under tbis Act shall, for the· purposes of the 
said Code, be deemed to be non-cognizable ; 

(b) it shall be lawful for a Presidency Magistrate or a Magistrate 
. of the First Class to pass a sentence of fine exceeding one thousand 

rupees on any person convicted of an offence under section 139(n).· 

(3) No prosecution under this Act shall be lodged except with the 
previous sanction of the State Government in the case of an offence 
under section 139(n) and of the Registrar in the caSe of any other 
offence under this Act. Such sanction shall not be given except after 
hearing the party concerned by an officer authorised in th1s behalf by 
the State Government by a general or special order. 

CHAPTER XII 

APPEALS AND REVIEW. 

142. Bombay State Co-operative Tribunal.-(1) The State Govern
ment shall constitute a Tribunal, called the Bombay State Co-operative 
Tribunal, to exercise the functions conferred on the Tribunal by or 
under this Act. 

(2) The Tribunal shall consist of not more. than four members 
possessing such qualifications as may be prescribed, 



4&-1 

."- (3) Where the Tri_bunal consists of more than one member, any two 
members of the Tnbunal shall form the quorum for the disposal of 
its business. 

. ; ( 4) Any vacancy in the membership of the Tribunal shall be filled 
by the State Government. 

(5) Subject to the previous sanction of the State Government, the 
Tribunal shall frame regulations consistent with the provisions of 
this Act and rules made thereunder, for regulating its procedure and 
the disposal of its business. 

:' (6). The regulations made under sub-section ( 4) shall be published 
~n the Official Gazette. . 

· ." (7) The Tribunal may call for and examine the record of any 
proceedings in which an appeal lies to it for the purpose of satisfying 
itself as to the ·legality or propriety of any decision or order passed. 
If in any case it shall appear to the Tribunal that any such decision 
or order should be modified, annulled or reversed, the Tribunal znay 
pass such order thereon as it may deem fit. 

(8) Where an appeal is· made to the Tribunal under section 93. it 
may, in order to prevent the ends of justice being defeated, make 
such interlocutory orders pending the decision of the appeal as may 
appear to it to be just and convenient or such orders as may be 
necessary for th~ ends of justice or to prevent the abuse of the 
pi_:ocess of the Tribunal. 

(9) An order passed in appeal, or in revision under sub-section (7) 
or,. in ·review under section 143 by the Tribunal shall be final and 
conclusive and shall not be liable to be called· in question in any 
civil :or revenue court . 

.., Exp"Ulnqfion.-The Tribunal hearing an appeal under section 93 
shall exercise all the powers conferred upon an appellate court by 
s~ctio·~- 97 and order 41 of the C_ivil Procedure Code . 

. •.' 

.. _i43. Review of orders of Tribunal.-(1) The Tribunal may, either on the application of the Registrar or on the application of any party 
interested, review its own order in any case and pass in reference 
thereto such order as it thinks fit : 

Provided that no such application made by the applicant shall be 
entertained unless the Tribunal is satisfied that there has been 
·:; 9-iscovery .Df new and important matter or evidence which after 
tHe' ·exercise of due diligence was not within the knowledge of the 
app1icant or could not be produced by him at the time when its order 
was made or that there has been some mistake or error apparent on 
the .face of the record or for any other sufficient reason : 

~ · Pro~ided further that no such order shall be varied or revised 
unless notice has been given to the parties interested to appear and 
be hf'ard in support of such order. 



(2) An application for review under sub-section (1) by· any party 
shall be· made within 90 days from the date of the communication of 
the order of ·the Tribunal. · · 

144. Tribunal to have powers of civil court.-( 1) In· exercising. th~ 
functions conferred on it by or under this Act, the Tribunal . shall 
have t:1e same powers as are vested in courts in respect of~ 

(a) proof of facts by affidavits ; 
(b) wmmoning and enforcing the attenaance ot any person arid 

examining him on oath ; · 
(c) compe~ling the production of documents; and 
(d) issuing commissions for the examination of witnesses. 

(2) In the case of any such affidavit, any officer appointed by the 
Tribunal in this behalf may administer the oath to the deponent. 

145. Appeal.-(1) An appeal against an order or decision under · 
Sections 10, 13, 14, 17, 18, 19, 36, 60, 68, 69, (0, 98 and·101 sha1lli~_: 

(a) if made or sanctioned or approved by the Registrar or the 
Joint Registrar on whom powers of the Registrar are conferred,' to 
th~ State Government; · · 

(b) if made or sanctioned by any person other than the Registrar 
c.r the Joint Registrar on whom the powers of the Registrur ar~ 
conferred, to the Registrar~··' · . . ·. · 

. . . 

(2) An appeal against an order or decision under sections 73; 82, 
85 and any urder passed by the Registrar for paying compensation to 
a society and any other order for which an appeal to the Tribunal 
has been provided under this Act shall lie with the Tribunal. 

(3) An appeal under sub-sections (1) and (2) shall be filed withi:o 
two months of the date of communication of the order or Jccision .. -

( 4) Save as provided in this Act, no appeal shall lie against a'r}Y 
order, decision or award passed in accordance with this Act, and 
every such order, decision or award shall be final and where th~ 
appeal has bE:en provided for, any order passed on· appeal shall 
be final and no appeal shall lie against it. 

146. E:rtension of period of limitation by appellate. anthority irt 
certain cases.-In all cas:s in which it is provided under this Ad 
that a~l appeal may be filed against any decision or order withi_n 
a specified period, the appellate authority may admi: an appeal 
;~fter the expiry of such period, if the appellant satisfies the appellate 
authority that he had sufficient cause for. not preferring the appeal 
within such period. 
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j 47. Power of State Goverm:nent and the Registrar to call for 
por.eedings of subordinate officers and to pass orders thereon.-
1tle State Government and the Registrar may call for and examiue thP. 
rl"":!ord of any inquiry or the proceedings of any officr:r subo!dinate 
to them except those referred to in sub-sect!on (7) of section 14~ for 
the purpo~e. of satisfying themselves as to the legality or propriety 
?f any decision or order p~ssed and as to the regularity of the proceed
mgs of such officer. If In any case, it shall appear to the State 
Government or the Registrar that any decision or order or proceed
jngs so called for should be modified, annulled or reversed, the 
State Government or the Registrar, as the case may be, may rass 
such order thereon as to it or he may deem fit. 

CHAPTER XIII. 

MISCELLANEOUS. 

148. Registrar and other officers to be public servants.
The Registrar, a person exerciSing the powers of the Registrar, 
a person authorised to hold an enquiry under section 80 or to make 
an inspection under section 81, a person appointed as a Liquidator 
under section 99 or as a nominee or board of nominee under sec
tion 87, or authorised under section 75(1) to audit the accounts of 
a society, shall be deemed to be a public servant within the meaning 
of section 21 of the Indian Penal Code. 

149. Indemnity for acts done in good faith.-No suit, prosecution 
or other legal proceedings shall lie against the Registrar or any 
person subordinate to him or acting on his authority, in respect of 
anything done or purporting to have been done by him under this 
Act in good faith. 

150. RecOt•ery of sums due to the Government.-(1) All sums due 
from a society or from an officer or member or past member or 
a deceased member of a society a:s such to the Government may be 
recovered ~ccording to the law and under the rules for the time 
being in force for the recovery of arrears of lana revenu~. 

(2) Sums due from a society to the Government and recoverable 
undE-r sub-section (1) may be recovered, firstly, from the property 
of the society, secondly, in the case of a society of which the liability 
of the. membe-rs is limited, from the members or past members or the 
estate of deceased members, subject to the limit of their liability ; 
and, thirdly, in the case of societies with unlimited liability fro:n 

-the members or past members or estate of deceased members. 

(3) The liability of past members or estate of deceased members 
sh3.ll in all cases be subject to the provisions of section 33. 
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151. Power to exempt societies from provisions of Act.-The 
State Governrnent may, by general or special order.:o be published 
in the Official Gazette, exempt any society or class of S·JCieties from 
any of the provisions of this Act, or may direct that such provisions 
shall apply to such society or class of societies with such modifica
tions as may be specified in the order : provided that no order to 
the prejudice of any society shall be passed without any opportunity 
being given to such society to represent its case .. 

152. Companies Act not to apply.-The provisions of the Com
panie<> Act, 1956, shall not apply to societies registered under this 
Act. 

153. Bmnches, etc. of societies outside the State.-(1) No society 
other than a society registered under this Act shall open a branch 
or a place of business outside Bombay ~tate and no co-operative 
society registered under any law in any, other State shall open 
a branch or a place of business in Bombay State without the permis-
sion of the Registrar. · 

(2) Every co-operative society registered under any law in any 
other State and permitted to open a Branch or a place of business 
in Bombay State under sub-section (1), or which has a branch or 
a plac~ of business in Bombay State at the commencement of this 
Act, shall within 3 months from the commencement of this Act, or 
from the opening of such branch or place of business, file with 
the Registrar a certified copy of the bye-laws and amendments ;md, 
if these arc not written in,~nglish language, a certified translation 
in English t:nereof, and shall submit to tlie Registrar such returns 
and information as are submitted by similar societies registered under 
this Act in addition to those submitted to the Registrar of the State 
where such society is registered. 

154. ·Notice necessary in suits.-No suit shall be instituted against 
a societ:r or any of its officers in respect of any act touching the 
business of the society until the expiration of two months next after 
notice in \Hiting has bee:o. delivered to the Registrar, or left at his 
office, stating the cause of action, the name, description and place 
of residence of the plaintiff and the relief which he claims, and the 
plaint shall contain a statement that such notice has been so 
delivered or left. 

155. Rules.-(1) The State Government may, for the whole or 
any part of the State and for any society or class of societies, make 
rules for the e:onduct and regulation of the business s:>f. such society 
or class of soc-ieties and for carrying out the purpose of this Act. 

(II) In particular and without prejudice ·to the generality of the 
foregoing power such rules may-

( 1) subject to the provisions of section 3 prescribe the delega
tion of powers vested in the Registrar to persons appointed to 
assist the Registrar ; 
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(2) prescribe the forms to be used and the conditions to be 
complied with in the making of applications for the re-;istration 
o~ a society and the procedure in the matter of sucho applicaJ
tiOns; 

· (3) prescribe the matters in respect o( which a society may 
make, or the Registrar may direct a society to ma_ke, by-laws and the 
proceC.ure to be followed in making, altering and abrogpting by-laws 
and the conditions to be satisfied prior to such making, alteration 
or abrogation; 

( 4) prescribe the procedure to be followed and conditions to be 
observed for change of name or liability, amalgamation, transfer, 
division, conversion, or reconstruction of society ; 

(5) prescribe the form of and procedure for an application under 
Section 19 and the proceaure for calling, holding and conducting 
a meeting undter that Section; 

(6) prescribe· the conditions to be complied with by a person 
applying for ad.rn,ission or admitted as a member and provide for 
the election and admission of members and the payment to be made 
and the interest to be acquired before the ~xercise of the right of 
membership ; 

(7) prescribe in the case of a federal society or class of federal 
societies the proportion of inaividual members to society members 
in such society or class of societies andl the proportion of individua] 
members to society members in the committee of such society 
or class of societies ; 

(8) subject to the provisions CJf section 27, prescribe the 
maximum number of shares or portion of the capital-of a society 
which may be held by a member ; 

(9) prescribe the procedure for the admission of joint members, 
members of a 'Joint Hindu undivided family, and minors and 
persons of unsound mind inheriting the share or interest of 
deceased members and proviae for their rights and liabilities . 
. · ( 10) provide for the withclrawal, removal or expulsion of 
mem'Qers and for the payments to them and for the liabilities of 
past members and the estate of deceased members ; 

( 11) prescribe the conditions and procedure for the transfer of 
share or interest; 
. ( 12) provide for the nomination of a person to whom the share 
or the interest of a deceased _member may be paid or transferred ; 
· (13) provide for ascertaining the value of a share or interest 
of ·a: past member or deceased member; 

f(14) prescribe the payments to be mad;e and the condit~ons to 
be complied with by members applying for loans, the penod for 
which loans may be- made, and the amount which may be 1ent 
to an individual member ; 



( 15) provide for the inspection of documents in the Registrar's 
office and the levy of fees for granting certified copies of the 
same; 

( 16) the procedure for registering the address of a society and 
the ch<mge of its address; · · 

(17) provide for the formation and maintenance of a register 
of members, and where the liability of the members is limited by 
shares, of a register of shares and a list of members ; 

( 18> provide for securing that the share capital of any society 
shall be variable in such a way ·as may be necessary to· ·s~tire 
that the share shall not appreciate in value and that necessary 
capital shall be avallable for the society as required; 

(19) provide for the procedure to be adopte·i by a society-with 
limited liability rin order to reduce its share capital; 

(20) prescribe the period and terms t.J.pon which Government 
aid may be given to societies and terms under which the -st~te 
Government may subscribe to the share capit:ll of and guarantee 
the payment of the principal of and interest on debentl,J.res issued 
by societies ; · · · 

(21) regulate the manner in which funds may be raised by 
a society or class of societies by means of shares or debentures ·or 
otherwise and the quantum of funds so raised; 

(22) prescribe the limits for loans to be granted by a society or 
class of societies against qifferent classes of securities or without 
security and the proceau~e for granting loans; . 

(23) prescribe the manner of recalling a loan; 
(24) prescribe the limits for granting _credit by a non-credit 

society or a class of non-credit societies; . 
(25) prescribe the prohibitions and restrictions subject to which 

societies may trade or transact business with persons who are not 
members; :.· 

(26) prescribe the conditions in which any chaFge in favcu:r· of 
a society shall be satisfied and the extent to which and the order 
in which the property to the charge shall be used in its satisfac
tion; 

(27) provice for .giving reasonable notice of the charge under 
Section 50. · 

(28) prescribe the procedure by which a society shall calculate 
. and write off bad aebts; 

(29) prescribe the sums which, in addition to those referred- to 
in Section 53( 1), shall be deducted from profits before arriving 
at the profit for the purpose of Section 53(2); 

(30) provide for the formation and maintenance _of reserve fund, 
and the objects to which such fund may be applied, and. for the 
investment andl use of any fund incluaing reserve fund under 
the control of a society ; · 
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(31) prescribe the conditions under which profits may be distri
buted as dividend and bonus among the members and non-members 
of a society under Section 55 ; 

(32) prescribe the rate at which a society shall contribute 
towards the educational fund of the Bombay State Co-operative 
Union; 

(33) define the co-operative purpose for which a society shall. 
under Section 57, utilise its fund; 

(34) prescribe the mode of investment of funcis of a society 
under Section 58 and the proportion of investment in any security 
or class of securities ; 

(35) provide for the payment of contribution to any provident 
fund which may be established by a society for the benefit of 
officers and servants employed by them and for the adminisha
tion of such provident fund; 

(36) prescribe the procedure and conditions for the exercise 
by a federal society of the powers conferred by this Act and the 
conditions on which the Registrar may direct a society to be 
affiliated to a federal society under Section 60; 

(37) provide for general meetings of the members, for the 
the procedure at such meetings and the powers to be exercised by 
such meetings ; 

(38) prescribe the circumstances in which and the methods by 
which delegates may be elected under section 62 for the purposes 
of sections 63 and 64 the manner of electing delegates for any of 
the purposes of this. Act and the manner in which delegates so 
elected shall vote ; 

(39) prescribe the conditions in which a member of a society may 
be disqualified from voting; 

( 40) provide for the appoil).tment, suspension and removal of the 
members of the committee and other officers and for the appoint
:nent of administra-tor under section 70 and prescribe procedure at 
meet:ngs of the committee and for the powers to be exercised and 
the duties to be performed by the committee, administrator and 
other officers ; · 

(41) prescribe qualincations for members of the committee and 
employees of a society or class of societies and the conditions of 
SE?rvice subject to which persons may be employed by societies; 

( 42) prescribe the conditions for deputation of and the powers to 
be exercised &nd duties to be performed by persons appointed under 
section 71(2); · 

(43) prescribe the returns to be submitted by a society to the 
Registrar and provide for the persons by whom and the form in 
which such returns shall ·be submitted ; 

(44) provide for the persons by whom and the form in wh!ch 
copies of documents and entries in books of societies may be 
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certified and the charges to be levied for the supply of copies 
thereof;· 

(45) provide for the procedure to be adopted by the Registrar in 
cases where the taking of possession of books, documents, recurities, 
cash and other properties of a society or of a society the affairs of 
which have been ordered to the wound up by th'e Registrar or by 
a person entitled to the same is resisted or obstructed; 

( 46) provide for the procedure to be adopted for taking possession 
of books, documents, securities, cash and other property of 
a society by a person acting under sections 74, 75, 80 and 81 in 
cases where misappropriation of funds, breach of trust or fraud has 
been committed or where it is suspected or apprehended that the 
books, documents, securities, cash and other properties are likely to 
be tampered with or destroyed or done away with ; 

( 47) prescribe the accounts and books·. to be kept by a society or 
class of societies ; 

( 48) prescribe the procedure for conducting an audit, the matters 
on which the Auditor shall submit a report, the form in which the 
statement of accounts shall be prepared for his audit, the limits 
within which the Auditor may examine the monetary transactions of 
a society the form of audit memorandum and report, ·and the 
charges, if any, to be paid by a society for audit ; 

( 49) prescribe the procedure for appointment of Auditors under 
section 75; 

(50) prescribe the form. .for rectification of defects discovered in 
the course of audit, inspection or enquiry; 

(51) prescribe the procedure and principles for the conduct of 
enquiry under section 80 and inspection under section 81; 

(52) prescribe the procedure for apportioning the cost of enquiry 
and inspection and for assessing damages against delinquent 
promoters under section 85 and for recovery of cost and damages ; 

(53) prescribe the manner in which appointment shall be made 
and control exercised by, and the number of persons comprising, 
and functions to be performed by, the authority constituted under 
section 86, the manner of election and nom:nation of such persons, 
the fee to be paid to such authority and the manner of such 
payment, and the procedure for and the method of calculating any 
cost, charges or expenses required to be levied under this Act or 
the Rules; 

(54) provide for appointment of Registrar's nominee or board of 
nominees, procedure to be followed in proceedings before the 
Regi.strar or his nominee or board of nominees and for fix:ng, and 
le~.·ymg the expenses for determining the dispute and for ~nforc!ng 
the decisions or awards in such proceedings ; 

(55) prescribe the form in which a disrmte shall be referred to 
the Registrar ; • 
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(56) pr0vide for the issue and service of processes and for 
proving of service thereof ; 
. (57) provide for the investigation of claims and objections that 

may be preferred against any attachment effected by the Registrar ; 
(58) prescribe the procedure for and the· method of recovery of 

any sums due under this Act or the rules ; 
(59) prescribe the procedure to be followed for the custody of 

property attached under section 91 ; 
(60) prescribe the procedure to be followed in the execution of 

awards; 
(61) prescribe the manner in which any property shall be 

delivered to, and the terms and conditions subject to which such 
property shall be held by a society under section 97 ; 

(62) prescribe the procedue for attachment and sale of property 
for the realisation of any security given by a person in the course 
of execution proceedings ; 

(63) prescribe the procedure and conditions for the e~ercise of 
the powers conferred under section 101 and the procedure to be 
followed by a liquidator and provide for the disposal of surplus 
assets; 

(64) prescribe the matters in which an appeal shall lie from the 
order of a liquidator appointed under section 99 ; 

(65) prescribe the procedure for the withdrawal of orders to 
wind up a society ; 

( 66) prescribe the particulars to be furnished by the persons 
applying for the registration of a society to which Chapter IX is 
applicable ; 
. (67) prescribe the procedure for examining a Scheme proposed 
by promoters of a society to which Chapter IX is applicable ; 

( 68) prescribe the manner of determining the value of land of 
a 1Jlember of a society to which Chapter IX is applicable ; 

(69) prescribe the procedure and conditions for the issue, 
redemption, re-issue, transfer, replacement or· conversion ot 
debentures, issued by a society to which Chapter X is applicable ; 

(70) prescribe the maximum amount of principal, the rate of 
·interest and other conditions for the guarantee of debentures issued 
. by a society to which Chapter X is applicable ; 

(71) prescribe the qualifications and methods of appointment of 
an officer to effect sale under section 129 and "The powers and 
funct~ons wh'ich such an officer may exercise ; 

(72) prescribe, in the case of sale of immovable property under 
Chapter X; 

(i) the procedure for proclamation and conduct of the sale and 
th~ conditions on which an attempt of sale may be abandoned; 
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(ii).the method of calculating the expenses incidental to the 
sale or attempted sale; 

(iii) the procedure for the receipt of deposit and disposal o-f' 
the proceeds of sale ; 

(iv) the procedure for a re-sale if an attempted sale is 
abandoned or the purchase money is not deposited within the 
prescribed time and the penalty to be levied against the 
purchaser who fails so to deposit the purchase money; 

(v) the form and method of disposal of money by a. mortgage 
bank under section 132 ; . 

(vi) the form of sale certified under section 133 ; 
(vii) the form of the notice to be served under section 135; , 
(viii) the fee payable for the service of such notices and the. 

manner of serving such notices on, and of transmitting' 
landlords' fee to the landlord named. in such notices; arid . 

( ix) the procedure for the delivery by the Court of the. 
property purchased to the purchaser under section 133 · · 
(73) prescribe the time within which and the procedure 

according to which property purchased by a mortgage bank at 
a sale of immovable prcperty under Chapter X shall be disposed 
off by the bank ; 

(74) prescribe for the appointment of a receiver of the produce 
and income of the mortgaged property for sale under section 129, 
the conditions in which he may be appointed or. removed, the 
powers and functions which he may exercise and the expenses 
of management and rem~eration which he may receive. · 

(75) prescribe the circumstances in which action may be takeh 
by a mortgage bank against a mortgagor under section 1:29(2) ; . 

(76) prescribe the procedure to be followed iri presenting and 
disposing of appeals; · 

(77) prescribe the qualifications of the members of the Tribunal ; 
(78) prescribe in the case of appeals lying to the State Govern

ment the authority to which power of hearing appeals may be 
delegated; 

(79) prescribe the method of communicating or publishing any 
order, decision or award required b be communicated or published 
under this Act or the Rules ; and 

(80) provide for all matters expressly required or allowed by this 
Act to be prescribed by Rules. 

156. Savings of existing societies.-( 1) Every Society now existjng 
which has been registered under the Co-operative Credit" Societies 
Act, 1904 or under the Co-operative Societies Act, 1912, or under the 
Bombay Co-operative Societies Act, 1925 or under the Bombay Co
operative Societies Act, 1925, as adapted and applied to the State cf 
Saurashtra, or the Bombay Co-operative Societies Act, 1925, read· with 
the Kutch (Application of Laws) Order, 1949, or the Co-operativ~ 
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Societies Act; 1912, as applied to Vidarbha, or the Hyderabad Cv
operative Societies Act, 1952, shall be deemed to be registered under 
this Act and its by-laws shall so far. as the same are not inconsistent 
with the express prbvisions of this Act, continue in force until altered 
or rescinded. 

· (2) All appointments, rules and orders made, notifications and 
notices issued and suits and other proceedings instituted under the 
said Act shall, so far as may be, be deemed to have been respectively 
made, issued and instituted under this Act. 

157. Construction of references of Co-operative Societies Act in 
enactments.-All references to the Co-operative Societies Act, 1912, 
the Bombay Co-operative Societies Act, 1925 and to any other Co
operative Societies Act applicable to the component parts of Bombay 
State prior to the reorganisation of the State, occurring in any law 
and for the time being in force in any part of the State of Bombay, 
shall, in the application, to the said State, or part of State of any such 
enactment, be read and construed as references to this Act and any
thing done or any proceeding commenced in pursuance of any c;uch 
enactment on or after the date on which this Act shall have come into 
operation shall be deemed to have been done or to have been com
menced and to have had effect as if the reference in such enactment 
to the Co-operative Societies Act. 1912, the Bombay Co-operative 
Societies Act 1925; and such other Acts as had been in force prior 
to reorganisation of the State in the State in the component parts 
of Bombay State had been the reference to this Act and no such 
thing or proceeding shall be deemed to have been invalid on t!le 
ground that such E'nactment did not refer to this Act. 

158. Repeal.-Tfte enactments specified in the Schedule are hereby 
repealed in so far c. ... they apply to Bombay State to the extent speci
fied in the fourth column of the said Schedule. 

Year. No. 

SCHEDULE. 

Enactments repealed. 

(See Section 158.) 

S'J.ort title. Enartment of 
repeal. 

1925 VII The Bombay Co-operative 8'1eietie.; Ad, 1925, ns amel"d- The" hc>le. 
ed up-to-date. 

1912 II The Co-operati'l"e Sa<·ieties Al'l, l!ll2, P.~ arpt:£d to 'Jhe whole. 
Yidarbha. 

1952 XVI The. Ifyderabad Co-operative E'orieties .Ad, ! !11'2, The "hole. 
ThelBombav Co-operative Societies Aet, 1!'25, re~d 'J}H• whole. 

with tht> Kutch (Applicatic-· .,fT.~,. s\ Ord<er 1 fl.t!l 

The Bm> bav C.--op· ,·~t ive ~~ e1eties Act. 19::!5, »S Tht> "hcl·'. 
11r'ap~ed a t!l a' plie:i to the ftate of Saurr•h•rr. --· - ... ------------------------- ---
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