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CHAPTER L 

n.n'RODUCTION. 

1. Backgrouna 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 of Bombay 
appoil~ted 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 all 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 
associated with its deliberations and the period for enquiry duly 
extended. Thi::; 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 
No. CSA-14,56-D, dated February, 19, 1957, appointed the following 
additional members on the Committee constituted by the Government 
Resolution, Industries and Co-operation Department, N?. CSA-1456-D, 
dated December, 19, 1956 :-

1. Shri R. V. Kalikar, M.A., Chairman, Vidarbha Co-operative 
Bank Ltd., Nagpur. 

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

3. Shri 1\f. R.. Unwala, B.A., LL.B., . Chairman, Co-operative 
Tribunal, Rajkot Division, Bhavnagar. 

4. Shri M. R. Unwala, attended the first meeting of the Committee 
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. Unw:ala. 

5. Period of enquiry.-The Go~ernment Resolution, dated Decem
ber 19, 1956, required the Committee to submit its 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 pre_liminary 
enquiry, the Committee came to the conclusion that the titne period 
within which it was required to submit its report was inadequate 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 or conducting the 
enquiry. It inspected the mass of the material collected by the 
Department both from official. and non-official §Ources during the past 
four years as well as the copies of replies made available by repre
sentative institutions in Bombay State in response to the question
naire issued by the Committee on Co-operative Law cappointed by the 
Union Ministry of Agriculture ... The Committee, therefor-2, 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 institutions to submit their representations for changes in 
la\ir 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 institutions in 
different regions 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. The Committee 
also had detailed discussions with leading co-operators in Maharashtra 
and Gujarat at 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 heid 34 meetings to discuss the evidence tendered and the 
provisions in the Act and the Rules. 



8'. Pllan 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 JJpon the exist
ing provisions in the ·Bombay Co-operative Societies Act, 1925. We 
have come to the conclusion that .a. new Act, based mainiv on Act VII 
of 19:?5, but .taking note of the niore recent co-operative 'practice and 
the contemplated expansion of Co-operation, is necessary. we· have 
discussed in the subsequ_ent chapters in detail the pattern of co-opt>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 
ln ·'Appendix ·A. One · of .the terms of reference relatt>s 
to the Rules. We are of the view' that the appropriate stage 
for framing the Rules will be after the passing of the nPw law and 
.have, therefore, refrained from fram~ng the . draft- .-ules. We have 
also made certain ancillary recommendations on matters which are 
closely related to the efficient administration of the Act. 

H Qb 2437-lq 



CHAPTER D. 

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 qf 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 societi~s 
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 ~o-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 O'f 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 Qf 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 trei,J.ds of co~operative 
legislation in certain totalitarian countries. The Swedish law per
mits large sized societies to hold branch meetings which elect dele
gat7s 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 the Industrial 
and Provident Societj.es 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 anyj:>ody 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 member:ship,- 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 and prescribed the rules 
of co-operative practice and Wolff elaborated 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 
provisious 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, self-help and co-operation". This Act 
was largely based on the English Friendly Societies Act of 1896 and 
conferred corporate existence on co-operative institutions. The object 
of the law was, to quote the Government 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 th~t 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 very 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 



the society would pe 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 ~ith 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 Jhe Registrar of Co-operative Societies, who was also 
charged with the responsibility of auditing their accounts. The 
empnasis was on unlimited !!ability 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 liabiiity, 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 
distrihqtion 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 providilig 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 life . 
. 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-aperative Societies ' Act, 1925.-Following the 
enactment of the Government of India Act in 1919, co-operation 
became a transferred subject and the Government of Bombay was 
the first Provincial Government to seize the initiative for enactina 

0 

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 .Min).ster for·· Co-ope:ration, 
explained : " Under the existing Act there are rules which were 
framed from time to time but an attempt has now been made to 
embody those rules in this Bill. Really speaking the Bill makes 
provision for three important matters. Firstly, a distinct ~lassifica~ 
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 societies on the 
analogy of the Indian Companies Act, 1913, has been 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 !he sections and 
to bring them on the basis _of Co-operation in its present light". 
(Bombay Legislative Co1,1ncil Debates, Official Report, July 24, 1924, 
Page 345.) Thi~ Bill, in the framing of which the late Shri Janard:m 
A. Madan, the then Registrar and the late Shri Lallubhai 
Shamaldas, the then Revenue member, played a prominent part, 
was finally _passe!! into law on 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 India Act 
had confined 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 
busine5s 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 legi~l~tion an~ :ne 
might be pardoned if we use the same phraseo1ogy while detallmg 
the main provision~;. 

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 
in the old Act. The Bill also facilitated the conversion of a society 
into a joint-stock 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 classes of societies 
instead of restricting them to unlimited liability societies, 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 JII of 1912 was clearly defined and 
restrictions or. transactions with non-members hither-co dealt under 
the Rules were incorporated. The Act limited the reward to capital, 
made a formal provision for a reserve fund and prohibited invest
ment in Ehares of unlimited liability societies. It codified in 
a clearer form the · principles, practice and provisions relating to 
contribution to reserve fund, restrictions on distribution of profits, 
provident fund and contribution to charitable purposes and omitted 
the intervention of the Collector while extending Registrar's 
powers in 1espect of enquiry. The provisions relating to liquidation 
were modelled on the basis of the Indian Companies Act, 1913, and 
care was taken to ensure that the p,ublic concessions given to 
a housing society 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 attached to past members as well. 

19. Amendments to Bombay Co-operative Societies Act prior to 
1947.-Soon <.>fter the enactment of the Bombay Co-operative Societies 
Act, 1925, the co-operative movement in the Bombay State was con
fronted 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 officf in 1937 and appointed Mehta-Bhansali Committee to 
make recommendations 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 considerable 
importance. In 1933, Section .72-A was added in order to provide for 
con~truction of references to Co-operative Societies Act of 1912 in the 
enactments. In 1935, Section 33-A was amended in order to enable 
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 ~he Act was made valid by incorporating section 72-B, even 
when. lt was not attached in execution of. an order. These amend· 
~ents were essentially 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 ftom the State Policy of encouraging co-operation 
for sustaining the tempo of economic activity. The Government of 
India appointed in 1944. the Agricultura~ Finance Sub-Committee of. 
the Agricultural Policy Committee to deal with the 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 ihe reports of these 
two Commitees by the appointment of Committees for enquiring into 
the orgamsation of agricultural credit, for the promotlon of village 
industne;:; and co-operative farming and for promoting co.operative 
education and trainmg. The Government decisions on the reports of 

:'th3 vari.ous Committees necessitated the introductiun 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 and to widen the field for co-operative activities, particularly 
in the directian of better farming and joint farming. The first set of 
amendments sought to shift the emphasis from unlimited liability 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. Secondly, Chapter XI, which had provided a specia~ 
procedure for the formation and working of crop protection societies, 

·was ·inade applicable to co-operative. better farmhig 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 cx:tend this and 
allied provisions to irrigation societies and societies for consolidation 



of holdings. The third set of amendments was aimed at ·widening the 
scope for the operations of societies of all types. It sought to 
facilitate advances against movable and immovable property subject 
to certain restrictions and widen the scope for investment of surplus 
funds of societ ies. 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 !;trengthen the machinery for ensuring development and 
working o£ 5ocieties on sound lines by penalising benami transac
tions and ve5ted power in the ·Government to proceed against 
delinquent managers arid promoters when the offence was discover_ed 
as a result of inspection, enquiry or audit. Simultaneously it gave 
opportunities to societies to rectify the defects and provided fot 
remedial action through federal institutions. For this purpose, the 
term '· federal agency " was defined for the first time in the history 
of co-operativ<:: legisJation in this country. "This provision", 
Shri Mehta said (Bombay Legislative Assembly Debates, Official 
Report, February 21, 1948, page 121) "is only a very modest attempt 
in -this · direction (progressive de-ofticia1ization of control over the 
co-operative movement) which we seek to introduce". In (1rder 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 re-garding · the 
operation of the law. Apart from the amendments made to meet 
a legal contingency, very often, quite a good rn:any amendments 
"inc.or'porating new sections in the Act were introduced in order to 
make the legislation more comprehensive. In 1949-50, the amend
mEmts were mainly confined to the detailed working of the 
·c6-operat1ve· Trl.bunal and Better Farming Societies. The object_s 
of the amendments in 1952 were to facilitate the formation of a 
co-operative society for pr-oviding 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 
i11corporated in order to enable the Registrar to bring 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, for the review of orders by the Tribunal and for vesting 
in the Tribunal the same powers as were vested iri the courts in 
certain respects. Last year, Section 46-B was added in order to 
enable the State Government to appoint Administrators i11 respect of 
mismanaged 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 component parts of the State.
Our terms of reference lay· down that the Committee sh0uld study 
the Co-operative Societies Acts, which are in force in the component 
parts of the State, viz., Kutch, Saurashtra, Vidp.rbha and Maratha·.vada 

· areas. The Bombay Co-operative Societies Act, 1923, v.·as made 
applicable to Kutch and was adapted and applied to the State of 
Saurashtra. In the case of Vidarbha, which formed part of the 
Madhya Pradesh, the Co-operative Societies 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 
C!reas are governed by the Hyderabad Co-operative Societies Act, 
1.95.2. 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 A.ct.. ln 't'ne case {)l 'oo\.\\ 
Vidarbha and Marathawada, there are certain sections, which vest 
certain additional powers in the Registrar, but they are n~t to be 
found itt the Bombay Act. We are of the view that by and large, 
there is no material difference between the co-operative laws 
operating 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 legisl:ltlo!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 for 
its amendment after taking into account the view points of the repre
sentative co-overative opinion in the component parts of the Bombay 
State and the Co-operative laws presently applicable to the~e areas. 
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CHAPTER m. 
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 aU the institutions of the national life. The 
State shall endeavour to organise agriculture and animal husbandry 
on modern ahd 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 systein does not result in the concentration of wealth 
and means of production to the common detriment. These are also 
the objectivP.s of co-operation. Because c:Jf this, Co-operation has 
been accepted by the State Government as an instrument of 
economic d~velopment. 

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, simultanepusli, 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 ctf 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 much more difficult for the 
co-operative form ct! 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 
Committee, "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 to Rs. 18·7 per cultivat
ing family in Bombay, Rs. 1·2 in Punjab, 0·9 in Madras. Further, 
Bombay retains "the 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 workin!! 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 been consequently evolved. 



27. Requisites of success.-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 nature, 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-op.era
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 ctf 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 hi'ghly 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 
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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 t erritorial jurisdiction of the State. 
In 1912 when the Government of India Act came into force, 9.le 
number of societies 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-agrico.ltural 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 year-s. 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 yolun
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 r esults achieved will 
not fall short of expectation." It also issued orders that every effort 
should be ma.de 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 rura.l 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
n:ent to conc_eive of St.a.te partnership with central financing agen
Cies and prov1ded effective aids to various forms of Co-operation, par
ticularly those which till then had not received sufficient attention. 
A note-worthy a~dition 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 ne.eds of the farmer on 
the basis of his cost of raising the crop. Spec1al development of 
backward classes was promoted through Co-operation 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 Plan. The latest statis
tical information is available only for this year. Besides, this .is the 
last year the data for.ivhich 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 :-

rr47·4B. 1955.56. 

Number of Societies 8,99(} 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). ~4·95 139•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 tlie same time, the total 
investment of the Government in the shares of the co-operative 
societies reached Rs. 223~63 ~akhs. Between ·1947-48 arid 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 presen~ the follow
ing picture of societies under liquidation :-

1949-50 1955-56 

No. of societies in liquidation 
a:t 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 accounts 
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). 56;-63 130·23 

. 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-crqres. In -the field of agrfcilltural credit, ft 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 agricultural 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. 
~rogrammes for the ·de\'elopment of other types of Co-(>peration 
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 gqod 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 Bocieties 
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~essiye,. Co-opei:atjo!]. is no more purely. or 
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strictly ,,oluntary nor is it confined to simple people with ~imple 
means.' The legal uniform must, therefore, b~ such as t~ rmp?se 
d. · 1· the members make them conscious of their duties, ISCip me on • d · · t r f 
privileges and liabilities and to tone up. the a ::nms r~ ~~ f o 
societies. It follows that adequate penalties must

1 
. e tphro~Ill . or 

those who do not conform to the law .. Our pro?osa s m e oO owmg 
paragraphs may have rendered the· co-operat1ye law. COJ?plex, but 
we opine that simplicity at the ·cost of the des1red obJect1VCS would 
be ruinous to Co-operation. 

3"3. Co-operati-ve 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 de;relopment and 
~o-operative practice. We have, therefore, taken th1s 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 C()me 
to the conclusion that this Act itself requires to be radically 
impro\"ed 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 durillg the past decade and have derived inspiration from the 
Companies Act, 195i'i. Another point to be noted in connection 
with the Act of 1925 is that the amendments to it have been very 
frequently made duril!g the past few years with the result that 
many of them have been interposed in the Act without due regai·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 following pages arid 
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 societ!es and the Companies Act. after 
incorporating the co-operative principles, be adapted for federal 
ins~itut!ons an~ major societies so that the disadvantage of me 
leg;._slat~on servmg as the yardstick for all societies, irrespective of 
theu: s1ze. and the nature of business can be overcome: We are 
afi:ai~ that the accepta~ce of the suggestion would discourage the 
buildmg up of co-oper~tive character of the institutions if they are 
serve~. by the Compames Act and the co-operath•e structure might 

. be disinfegrated. We have, therefore, reiected. the suggestion It 
has also been represented 1:<> us that the facilities ·for conveiting 
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a -society- into a company and vice-versa should be provided since 
no useful purpose will be served by compelling- societies _ which, 
though businesslike, have lost their co-operative character,. t~ 
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· poin.t 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 even~ 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. societies, 
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 haw~ 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, 
come to the conclusion th;1t it would be more conducive to the growth 
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 types of societies 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 !Jrbit Bft 
irrigation societies and the like. Secondly we have come to the · 
conclusion that for the proper func_tioning of the land -mortgage 
banks, a separate chapter is necessary .. ~orne of the -part& e>f the 
State already have this facility under the Acts presently applicable 
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 modifications. The- remaining Rules require a radi
cal reform and, if our recommendations are acceJ)ted it wotild- be 
necessary_ to frame a new set _of Rules. The Government's. power 
to frame the Rqles is derived from the Act, but some of the E·xisting 
Rules lack the requisite authority. It is not also possible for tis to 
anticipate the. Government's reaction to our recommendations. · In -
the circumstances explained above, we have. come to the conclUSio~ 
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that the drafting of the Rules may be appr~priately _undertaken 
after the Bill to amend the Act is introduced m the legi~lature and 
have; ·therefore, only dealt with the su?ject matter which can _be 
suitably regulated by the Rules. In this context, we beg to_ pomt 
out that the revision of the mode~ bye-laws and the leaflets IS al;;o 
overdue and suggest that all this work should. be undertaken m 
collaboratioD with non-officials after the law lS amended. 

37. One of the problems arising from the introduction c>f 1he 
new legislation relates to the ability of the component parts of the 
Bombay State to adjust themselves to the new law. In the course 
of our discussions with the representatives of 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 regpective 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 j;me 
period be p;rovided 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 . 

. 38,. Preamble.--Th.e Act of 1912 was aimed at ilacilitating 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, whereas 
it is primarily to help its members it has also assumed a l:.rger 
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 
me~ns of State assistance and partnership. In this context, we 
might recall the controversy during the debate in the Bombay 
Legislative Gouncilin 1924-when the late Shri Dadubhai P, Desai had 



proposed an amendment "to enable Government to render .,ffective 
aid to co-operative societies". We are, therefore, of the view that 
this conception of Co-operation should be incorporated in t!;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. tights and 
duties, which aims by association, mutual help 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-operatives form part of the economic planning of the State. The 
Spanish Law of 1931 defines a co-operative as " an association of 
persons d~siring 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 appropriate supervision". 

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 c-apitalists 
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 
Presidency of Bombay. Two significant changes may be mentioned 
~ this context. Firstly, .. "Presidency" has been replaced by 
·'State". Secondly, it 1s necessary to consolidate and amend the 
law 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 formation, 
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 effectv~e 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 tci 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 246 of the 
Coi_J-stitution of India has been obtained for passing of the Act ; 
It Is hereby enacted as follows :-



CHAPTER IV. 

PRELIMINARY. 

44. Short title, extent and commencement.-8ections 1 and 2 o:f 
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 ptagraph 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 C~perative Societit::s 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.-8ection 3 of the Act deals with definitions and 
the 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 o~ the existing definitions, the modifications, 
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where suggested are of two types-consequential and fundamental. 
. 1 d d "Re . t " d " b " In In the former group are me u e _ giS rar an mem ers . 

regard to th~ Registrar, the Madras High Court has held that Addi
tional, Joint, Deputy or Assistant Registrars, are exclusive terms since 
the definition of "-Registrar" does not include. them. In regard· .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 soc:iety " 
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 ' socfety " 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-Deyinitions,-;-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 · 

' 
(~) "Auditor" means a person appointed by the Registrar to 

audit the ~ccom:ts of a society and includes a person appointed 
by tJ:le society m the general meeting and a full time officer 
appomted 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 th~ 
busmess o~ the ~oc~ety and includes dividend· and patronage divi
de~d proVlded It Is related to the share in the business of the 
SOCiety; 

( 4) " B!·laws :· ~eans by-laws registered under this Act and 
for the time bemg m force and includes a registered amendment 
of such by-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 entrtl.sted ; · 

(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 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 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 o;f 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 iii 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 society; 

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

(27) "Registrar" means a person appointed to perform the 
duties of a Reg1strar 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 or 
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 societies 
with limited and unlimited liability and without any liability, 
(4) conditions ·of registration, (5) power to exempt societies from 
conditions of registration, (6) application for registration, (7) powe:r 
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) cancellation of regstration. 

48. Chapter II of the presen:t Act deals wth most of the subjects 
mentioned above. We have, however, transferred sections relating 
to restriction on interest of member and person who cannot lle 
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 
the other hanii we have included -a 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 tha:t 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 accoraance 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 anil 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 convenient 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 Eegistrar should 
m~t 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 he only one Eegistrar and others 
on whom any of the powers may be conferred should be persons to 
assist him and th.at a provision should be made for encouraging non
officials-individuals and federal societies-as helpers. In our opini
on, the first point is veiy important inasmuch as it would not be con
ducive to the efficiency of the administration if the authority adminis
t_ering 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 Eegistrar, 
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 Eegistrar for the 
State and, therefore, recommend that the words "or any portion ol 
·it" occurring in the section between the words "State" and "and" 
should he 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 6eleting the words " 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 Eegistrar and 
empowered to exercise any of his powers shall work under the general 
guidance, superintendence and control of the Eegistrar." 

The amended section will read as under :-

SECTION 3-Registrar.-The State Government may appoint 
a person to be Eegistrar of the Co-operative Societies for the 
State and may appoint a person or persons to assist s1,1ch Eegistrar, 
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.ani! may, by generalor·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 rnay be registered.-8ection 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 restrictive. Co-operative principles cannot be elabor
ately stated, but the three mairi'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 Companies 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 no 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 likely 
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, followi~g section and therefore, 
suggest that' the :proviso in the existing section 5 of the Act should 9e 
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.4ele~ed from that section. The amended section 5 will read as Wider, 
as a result of our recommendations :-

SECTION 4-"--Societies which may be registered.-A ·society which 
has as its 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 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 upon any other society or it is opposed to or its working is 
likely to .be in contravention of the public policy." 

55. Registration tvith limited or unlimited liability.-The. pfoviso 
under section 5 of the present Act lays dowil. . 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 unlimited 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 sfiould 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 section to be 
amended as section 5 :-

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

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 without a ·liability unless 
its object is nett to do any business for profit and its by-laws 
provide for no payment of a dividend to its members. 

57. Conditions of regiiltration.-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 <~nd 
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 af 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 l,IDable to 
understand the object -of the provision in placing joint-stock com
panies 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 the condi
tions are restrictive inasmuch as a society has to function in the 
same town or village or in the same group of villages. Co-gperative 
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 
19~9-40, 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 over· un
manageable areas. This 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 !!Ociety, bu~ 
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it wilJ. Jle.Cessarily .be subject to the ,approval of the Registrar. 
SimHwly; :wh~tl_ler the memb~ship is compact or not, should be left 
for determinat~on ~f the Registrar .and the bye-laws of a society. 
We, however, agree that in the case 9f unlimited societies the resi
dential qualification is essential. We are further of the view that 
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 existing section 7 •be 
rPplaced by the following section :-

Section 6-Conditions of registration . ..,.-( I) ,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 artd 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 Sta'te Co-operative Societies Aet. 
1957, shall be deemed to affect'theregistratiorr of any society mad,? 
before the said Act, comes into force. 

{~) 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. 

60. Power to exempt societies from conditions of registratio"'.
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. 
Sf'ction 66 .of the Act of 1925 has provided the escape clause and 
we 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 conditions, if any, as it may fmpose, exempt any society 
from any of the requirements of thls Act as to registration. 

61. Application for regis.tration . .....Section 9 of the present Act lays
down th.e proced11re regarding application for regiStration. It pre~ 
crib!'s .. the minimum number of signatories to the llpplication and lays 
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down that the application, supported by a ~opy of the j(ropo~ed 
bye-laws, will have to be forw:arded to the Regr:>tra~ for regJ.Stratloa 
and the signatories shall furnish such 1nformat10n m reg~rd. to the 
society as the Registrar may _l"equire. The form . of appliCatiOn f~r 
registration of a society has been pres~ribed under ru~e 2: Th1s 
form does not state whether the signatones to the apphcat10n have 
subscribed to the share capital of a society when its capital is to be 
raised by shares. We recommend tha~ the form _be suitably amended 
so as to indicate the amount of cap1tal subscrrbed 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 individuals 
for a primary society and of 5 societies in the case of federal 
society, and the application should, therefore, prescribe the same 
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 practic.e 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) prescribes mode of 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 questions, which has been discussed during the 
past few years in this context, is whether provisional registration 
should be permitted. Industrial societies particularly have been 
experiencing difficulties in the matter of collection of share capital 
before the registration of a society and the question was raised by 
the:n 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 soc~e~ies. We are informed that the provisional 
regrstratron would facrhtate the collection of necessary capital and 
would ensure the safety of eapital already collected. At the same 
time, .it would provide for the contingency of preventing such 
a so~r~ty from. com~encing its business. Besides, the question of 
provrsronal regrstratron is also important in the larger context, 
Inasmuch as the Regist;ar may register a society subject to. certain 
amendments that he m1ght .make to the bye-laws as proposed by the 
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applicants. Technically, the amendments cannot be deemed to have 
been approved by the Registrar before they are approved by the 
general meeting. No general meeting of the society can be held 
unless the society is registered. To • roeet this contingency, we 
recommend that provisional registration should be provided, bui 
this should not entitle :the society :to commence its business. 

64. In the course of our enquiry, a complaint was made 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. After 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 le'vei imd 
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 ·~ convention 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 legislative 
device. 

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

SECTION 8-Applicj:'Ltion for registration.-(1) For purposes 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 society, ·as the Registrar may 
·require. 

(2) The !IPPlication 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 society oy a'E 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 company, is authorised by such committee· by 
a resolution t() sign th': aP_plication for registration of the society 
and ifs bye-laws on its oehalf and a copy of such ·resolution 
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· d d to the ~pplication. In the case of a finn subscribing,. 
lS appen. e . . ., · . . b I'd 1 · ·t · 
·to the application, no applicatiOn ,shall. e · va 1 un ess 1 IS 

signed -by one of the partners of such a firm . 

. (3) The Registrar may register a society provisional!~, pending_ 
the approval of . the J:>ye"la~~ .as amended by . t~e Reg1strar and 
compliance with such conditions as may be laid down by the 
Registrar in regard to the registration, in the first genera: meet
ing. The pro\•isional registration would not, however, entitle the· 
society to transact any business ?ther than -~at necess_ary _for 
enabling the society to comply with the conditions of reg1strat10n, 
which the Registrar may prescribe. 

66. Power of RegiStrar to decide certain questions.-section 8 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 poip.t 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 .nore 
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-operative 
principles or not to whether its membership is homogenous imd it 
can work economically and strive for attaining its objectives. 
The point at issue is, therefore, of providing machinery for the· 
determination of all issues arising from registration and continuance· 
of a society. . It is obvious in our opinion that there should be only
one authority to decide this issue, although, safeguards . such as 
pro\'ision for appeal against the decision will be necessary in order 
te> prevent the power from being arbitrarily used. .The provision 
for appeal has been made elsewhere and here we propose te> provide 
for conferring cotnprehensirve powers on the Registar. Similarly,. 
it is necessary that the decision of the Registrar should he 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-PoJ.Ver of .Regi$!rar. to- decide certain queStions
When any · questioJ;I ··arises for the purpose of formation ·or 
re~tration, or co~tinuance of a society, the question . shali be 
d~cided by the Registrar an\1. the Registrar's decision on !the question 
as :to ·whether a person i~ an. agriculturist or a non-agriculturist, 
or whethe~ any person resides m .the same :.rea of operation·or·not. 
~hall he final:' 
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. 6-1. Registrauon.-Section-1(} lays down that "if the 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 th~ Rules, he may 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-
7tutiorl of India is equally important: -Again, it is no use· registering 
•a society, which does not comply with the requirements of sound 
.busines·s.. This Section does not compell the Registrar to communicate 
~he 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 
';,hould know the reasons for refusal of registration. We, therefore, 
"recommend 'that this ·should be previded 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", e'tc., after the word "may" and he thinks 
'that the object will be achieved by using tbis phraseology. The rest 
'of 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 empowered 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 1D-Registration.-(1) If the Registrar is satisfied that 
a society has complied wrth 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
i:ution 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 
:riecesiiary . 

. (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 
appiica'tion his reasons for doing so. 

69. Registration certificate.-Section 11 of the present Act deals 
·:..;nth the issue of a certificate of registration and provides for . its 
'coriciiisive evidence that a society has been duly registered unless it is 
~proved that tl:i_e regist:ration has been cance]led, The heading of the 
':SectJ."'on; ·is liowever, "evidence of registration". We are inclined to 
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think that this nomenclature has been given in order to highlight its 
importance. We submit this objective is. incidental. ": certificat7 of 
registration is important inasmuch as 1t alone permits the society 
to function as a legal entity under the Act. We, therefore, recom
mend that the heading of Section 11 should read as "Registration 
Certificate ", instead of " Evidence of registration". 

70. We are also of the view that no society should be allowed to 
function unless it obtains 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 rthem 
registered and we strongly feel that such action should be penalised. 
In regard to the penalty, we beg to rely on the section referred to 

- above in 'the Companies Act, but propose to d~al with it in the Chapter 
of "Offences". 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" be substituted by the words "Registration Certificate". This 
Section, as amended by us, will read as under :-

~ECTI~N 11--;-Regimration ~fica!te.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 concl~ive evidence that the society therein mentioned 
has beer,t duly registered unless it is proved that the registration of 
the society ~as been subsequently cancelled, or that the first 
gen:ral meetmg has not adopted the bye-law approved by the 
Registrar with modifications, if any. 

(2) !'fo society ~hall .commence business unless it has obtained 
a certificate of registration under sub-section (1) and b of such · t . every mem er 

. . SOC!e Y carrymg on business in contraventi~rr of this 
~ub-section ~all be personally liable for all Iiab Tti . d 
m such busmess. 1 I es mcurre 

72. Act VII of 1925 is uni · . 
tion on the Registrar to· ci 9-ue masmuc~ as It imposes an obliga-
is, therefore, necessary th~~Ii~eeveJ s~ciet:~; that is registered. I1i 
eventhough for reasons to be recor a~ificat~o~ should be precise, 
. the power to alter the classificatio dedf m wnt~g the Registrar has 
to another head or from one sub- n ° any society from one head 
co-operatives fall into two gr head to an~ther sub-head. Broadly 
objecth'CS. Producers• co-or:~~~v a.ccordin_g to its two ultimate 
producers only. Similarly a cons e 15 designed to benefit the-

' umers' co-operative is meant for. 
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the benefit of consumers themselves. It i:, tl,e end and not !he 
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. Other
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-,- class whereas the marketing societies are controlled by the 
producers' organisation. Industrial societres may be of producers 
or of consume:nt. 

73c The Bombay Act has classified the societies into seven groups. 
There are four main groups, viz., resource societies, producers' 
societies, consumers' societies and general 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 accommpdation while th,e other supplies goods. Simi
larly agricultural societies and the artisan societies belong to the 
class of producers' societies~. Farming societies have been given 
a separate class. But it is. essentially a sub-section of the producers' 
organisation. It will, therefore, be desirable to decide the question 
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 
a new section, section 12, to cover the provisions in section 3 of 
the present Act. The new section will read as under :-

SECTioN 12----Classification of societies.-(1) The Registrar shall 
elassify 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' 
a11 a society of that class. 

(2} The Registrar for reasons to·be recorded in writing may 
alter the. classification of any society from one head to another 
ltead 9t' one sub-head to another sub-head. 



(3) A list o£ all such societies, sodassifiE!d, shall be publish~ 
triennially in such manner as the State Government may from 
time to time direct. 

75. Amendment of the bye-laws of a ·so~ty.-:-Bection 1? of~ the 
present Act deals with amendment of the bye•laws of a soc1ety and 
lays down that no amendment shall be valid until approved_ by the 
general body and registered under this Act. The same sectwn also 
gives the discretion to the Registrar to register the amendment and 
directs him to issue a copy of such amendment when he registers 
it. Rule 6 prescribes the procedure for the general meeting to pass 
the amendments. Right of appeal against the Registrar's c1ecisioii 
has been provided for in section 64. In connection with the txist
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 Societes has greater responsibilities under· the Co
operative Societies Act than the Registrar of Joint-Stock Companies. 
The .s~r~cture of the legislation historically evolved fixes the rcs
pons~b.ihty on the Registrar of ensuring that a: society operates Ulider 
cond1tlons as favourable as the Registrar can make them. At the 
sam f · f · . e 1me, JUS 1ce demands that the society -whose amendments are 
~eJected by the Registrar should at least know the reasons for the 
T~us~I :nd /hould have tlie right of an appeal against his decision. 
th e ~~g .t 0 appea~ has been pro\"ided, but there is no obligation on 
R e1 3

egistrar . to giVe the reasons for the refusal under ti:: e Act 
u e prescribes that th R · t . . '· · · 

in case of ref . e egis rar must communiCate the reason 
no reference :~h to register the society or its bye-laws but there is 
fied. It is e ual! e_ amendment. This position requires to be recti
on which thq Y Important that the society should know the tli!te 

e aemndment app d b . 
effective. The section will rove Y the RegiStrar ;hould be 
instead of section 16 t have to be re-numbered as 'ie::tion 13 a present. 

76. We, therefore recomm d h 
section 13 and thee~· t· e~ t at Section 16 be numbered ·as 

IS mg section be substituted by the following: -
SECTION 13-Amendment f h . . . 

amendment of the bye-! 0 t e b1tlaws of a society.-(!) No 
registered under this Act~s of h ~ society shall be valid until 
ment passed at a General 0M w !ch purpose a copy o£ the amend
prescribed shall be forw d edetmg of the society in the manner 

ar e to . the !Registrar . 
. . . (2) If the Registrar is saiis . 
IS. no_t contrary to this Act 0~ed that the proposed ail1endm.ent 
prmc1ples and is not inc . t to t_he Rules or . to co-operative 
tu.tionof India, he-shall =ant With objectives of' the' Coitsti-
111Jl~S fo~ reason~ -to,h(!'·.recc:;e he_ r~fus_e~.to .re~ter tb,~ amend
ments With or Withou~ any 'lnod'k m ~Itmg,_ r~mter tp,~· am._epd-

. . . '-·. . patl9.n~ 0~ ll~s, own:. motion.> 
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. (3-) When the Reg,istral' regiSters an amendment of ·1the blye-· 
Jaws of a society, ·he sh~U i~sue- 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 da:te from which the amendment shall be effective. 

(4) Where the Registrar, 'refuses to register ·ari amendi:Uent of 
the bye-laws'. of a society,· he ,shall communfcate the order of 
refusal, together with· the reasons therefor, to the society,. 

·n. Power to direct amendments of Bye-Iaws.-The Bombay Co
IOperative Societies Act, 1925 does not deal with this subject and 
i,f has been found by experience that. Registrar has been unable 
to have the bye-laws oil 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 and 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. 

78, In Madhya Pradesh, we were told, that the members of 
:a particular society refused to have lthe bye-laws amended m 
a manner which would have developed that society very rapidly 
and enaJ?led 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-
1ent in the two component parts of the State and certain other States, 
·we have examined the question from the point of the accepted ro1e 
•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
CU:ssion 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 il( 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, 1949, 
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provides that "notwithstanding anything contained in t?is Act (A.ct: 
11 of 1912) or the Rules or bye-laws made thereunder, 1f the .Reg1s-: 
trar considers that an amendment of the bye-laws of a re?1stered: 
society is necessary or desirable in the interest of su<:h society, ~1e 
may, by an order in writing to be served on the society. b~ regis-· 
tered post, require the society to make the aiD:endment w1thm such
time as may be specified in such order". Section .10 ~f the Hydera
bad Co-operative Societies Act is more democr~tiC m as much: as~ 
it gives an opportunity at the instance of the R~g1strar to the soc1ety 
to make the amendment within a specified period and en;power~ the 
Registrar to register such amendment in case the society fails to. 
make the amendment. Secondly, it provides that th: Re~strar 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 society whose bye-laws are to be amended. It is. 
further argued, and we agree, that a financing agency cannot neces-
sarily be considered competent to safeguard the interest of all types 
of societies. The Bombay State Co-operative Union is therefore. 
t~e only society whi7h can examin~ the proposal dispassi~nately and 
giVe the correct advice to the Registrar and we believe that a deci
sion join~ly arrived ~t by· the Registrar and th~ 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 
yve ~ish to make it clear that the consultation means concurrenc; 
m t~1s context and have used the latter word while drafting ihe 
section. 

81. vye, therefo~e, recommend that a new section to be number~ 
as Sect1on 14 be mcorporated in the Act and it should read as. 
follows:-

SECTioN 14-Powe~ to direct amendment of bye-laws.-(1) If it 
appe~rs t? the Registrar th~t an .amendment of the bye-laws of' 
a SOCiety 1s necessary or demable m the interest of such a society 
he may call upon the society in_ the manner prescrib d to ak ' 
ihe amendment within such time as he may specify. e !11 e-



(~ If the society fail& to. make the amendment within the
lime specified, the Regj.strar may,. after giving the society aiL 
opportunity of being heard and after consulting and with the
concurrence of the President 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 binding on the society and its members. 

82. Change of name.-section 14 of the present Act provides for the
ehange of name of a society and its effect. It has been now 
accepted as a xesult of legal decisions that past member do not include 
tieceased members and their estates. We, therefore, recommend that. 
the words " or deceased members " shquld be inserted between the
words "past members" and "and". Secondly, the section aoes not. 
make it obligatory on the Registrar to substitute the new name for 
the old one in the register of co-operative societies and amend ·the 
certificate of registratiQn.· 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 amenden so as to read as. 
under:-- · 

SECTION Hi-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 unaer its new name. 

(2) Where the ;society changes ilts n:ame, the Regfist'rar shall, 
enter the new name in its place in the register of co-operative 
societies and shall amend the cerl:ificate of registration accor-· 
dingly. 

83. Change of liability of a society fro,m limited to unlimited or 
vice versa.-8ection 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 i'lown 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 \<> 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
operative movement especially in the rural sector it is an accepted" 



policy to encourage· large-sized societies with limited• <»'· guaranteed 
liabilitY in order to enable the State Gove~ent to stre~gthen them 
through State Partnership. ·When t~e sectwn was mserted, t~e 
Minister for . Co-operation had explamed to the A~sembly that t'li.e 
facilities should be there " shoUld the general feehn,g be that they 
.11hould switch over from unlimited ·to lirriited liability" 

84. Now this is going to be e~couraged as a matter of polic:y. We, 
. therefore submit that the aim of the section should be to srmplify 
the proc~ure 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 soci~ties. 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 i~. satisfie.~. The latter has been assured by the existing ·clause 
(2) (n) (b) (n). We,. therefore, recommend no change in this clause. 
As regards the prov1so, we note that this has not been used so far 
but at th: same time we opine that it is necessary in order to meet 
the situatwn which may not be visualised at present. We therefore 

·recommend its retention. ' ' 

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

: S~CTION 16-Chanf!e . of liab~it¥ of society from limited to un
hmtted or f:~m un!tmtted to ltmtted.-(1) A society may, subjeci 
toh the P~tsov11~10bf!-l~tof Section .13. by an amendment of its bye-laws 
c. a!lge 1 1a 1 1 y from hm1ted to unlimited or n1· 'ted t hmited. . u 1m1 . o 

(2) No such amendments shall be registered by th R · • · 
~o~nless he is satisfied th;~t- e egls,rar 

' (~} fifteen days' notice hilS been given .to every member o,f a 
~~nety ~d. to any person .or class of persons whose interests Will; 
·Jathe opmiQJl of the ltegistrar. be affected by: the altera~j~ 



,(ii) that with r~spec.t to every such member or person who, iD': 
tke 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 hi& obj'ection-

(il 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 (,f the 
Registrar witqin three months tr'om .the date of ;eceipt of' 
~he objection, if he is a creditor : · 

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

86. Amalgamation, tmnsfer, division or conversion of societi_es.
Amalgamation or transfer of societies have been covered by <!'ection 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 (Bombay Legislative Assembly Debates, February· 
21, 1948, page 119), ".a new provision is made for the splitting up· 
of societies ·where such splitting up iS l'ound necessary in the· 
opinion o£ 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 r'ight to demand their dues. 
In the Madras Act also both the sec~ions ha''e been merged lnto 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 M!inis.ter's statement quoted above on section 1l)..A, it 
is clear that the Registrar's opinion as io whether splitting is neces-
saty _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:<>n-the prior approval of. the 
Registrar shovld . be . irJsiSted. . .This would, save .the societies from 
fhe expenaiture in connection witli the completion of· the' forma-
lities required by the.law if. at the end tl;le Regi,strar were- ·to -~eject 
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e is to get . the scheme approved by 

i.he scheme. The secon~ stag en that . the members and ~e 
the General Body. Jt IS on1~ ~fie Scheme should have the ~hOlce 
.creditors likely to be affected ul~ dissociate theroSE\lves from :the 
:to decide whethei. ;they sho fi t' nly after the amendments 
· Th s heme can be e ec IVe o .scheme. e c . trar and therefore it would be necessary 
are approved.by .t?e Re~IS t the registration' of the change that ~he 
to impose a condition prwr o . their choice of With
members and creditors are a~le to exerc:se 
.drawing and getting claims satisfied respectwely. 

. . h 'tn tages we have made no roa'terial change 
. 88. Inxi~~~m~;"tioa bC::t ~ave attempted to codify the provisions 
m the le ~o t~at the implications can be properly understo?d. We, 
propf!r Y nd that the existing section 15 and sechon 15-A 
therefore recomme t' 17 b 
be delet~d and a new section to be numbered as sec JOn e 
inserted as under :-

SECTION 17-Ama.lga:ma.tion, tr?-nsfer, div~ion or conversion of 
societies.-(!) A society may With the pr10~ appr~v~l of the 
Registrar, by a resolution passed by. two-thrrds maJ~nty of the 
members present and voting at a spec1al general meetmg, held for 
.the purpose, decide-

(a) to amalgamate with another society, or 
(b) to transfer its assets and liabTiities in whole or in part to 

.any other society, or 
(c) to divide itself into two or more societies, or 
(d) to convert itself mto a class of society, the object of which 

is materially different from that underwhich it has been classi
fied under the Act : 

Provided that when such amalgamation or transfer of assets and 
"liabilities or division or conversion mvol_ves a transfer of liabili
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 notic:e 
thereof in writing to all its members, creditors and such other 
persons whose interests are likely to be affected gi'ITing them the 
·option, to be exercised witliin a month from the date of issue 
·of such notice, of becoming a member of any of the new 
·societies or continumg their membership 1n converted or 
amalgamated society, or demanding the payment of their. share 
-or interest or dues, as the case may oe, 

(b) the assent of all the members and creditors and other 
·persons whose interests are likely to be affected has been 
obtained or de~med to have been obtained by virtue of any 
member or credit_o: or any olli~r pe~on ~hose iliterest is likeLy
to be affected fa1lmg to exercise his option within a period of 
()De month from date of issue of notice, and 



(c) that all claims o:tmembers and creditors and such other 
Jlersons 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 regis
tration of the new societies in the event of division or the convert
.ed society in the e\~nt of conversion of a society, and the resolu
tions of the societies concerned with the amalgamation shall be 
$Ufficient conveyance to vest the assets and liabilities of the 
.original society or societies in new societies 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 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 soc:ety or the converted society or the new societies 
between which society may have been divided. 

(4) Where any two or more societies have been amalgamated OJ; 

. a society has been divided or converted the registration· of :mch 
·societies or society shall be cancelled on the date of registration 
of the amalgamated society or the converted society or the new 
societies between which society may ha\'e been divided. 

89. Power to direct amalgamaticm.-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 large-sized 
multi-purpose societies. Apart from that, the successful working 
>Of a society demands that it should be oCan 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 prov:de for 
·amalgamation of co-operative societi-es in public interest. This 
·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 members and the creditors to 
·have "nearly" the same interest in or ·rights against the new 
society as a result of amalgamation and enables them to get com
pensation for the difference ·between llieir interest in or right 
against the original 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 
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Registrar· or ~ny other authority which wil! be impos0g the 
amalgamation. True, a similar provision exists m the Compan~es Act, 
but the analogy is not applicable since in the case of Compames, the 
Central Govemment has to make out a case that amalagamation is 
essential in national interest (vide section 396 of the Companies Act) .. 
A co-operative society is essentially an org~isation ?f. members and 
no usdul purpose will be served by compellmg unwillmg persons to 
continue their member:ship .. Similarly, it would not be fair to transfer 
the> dues of creditors from one society to another ::ociety, without 
their consent. We opine that the facilities available to the members 
and cr~ditors in respect of voluntary amalgamation should also be·· 
available un-ier complusory amalgamation which might be imposed by 
the State Government as a matter of policy and recommend that the 
section be suitably amended so as to eJiminate the difference in respect 
of this faeility between voluntary amalgamation and compulsory 
amalgamation. We hope that in view of the conception that the· 
quantum of State Partnership will be to the extent required by the 
society, the financial difficulty for the society in mee.ting the necessary 
obl.igation will not arise. · 

91. We are also of the view that it should be Jeft to the Registrar 
lo decide. whether it is desirable to amalgamate two societies 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 socit>ties 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 ~ ocieties: 
and small purchase and sale unions, and d9 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 o('cur be substituted by the word· 
"Registrar" and that clause (3) be deleted and a new clause be· 
Inserte.} so as to give an opportunity to the members and creditors. 
of the societies to be amalgamated of withdrawing from the Scheme· 
and .demanding the return of their share capital, inte1est or other· 
dues. 

~2. As a result of the above recommendations the new section 18: 
wtll read as under:-

Section 18-Po-u:er of R~giotrar to direct amalga.mation.
~1) Where the Reg~st~ar lS satisfied that it is essential in the public 
•. nterest or neocessary m order to secure the orooer manag t f 
any soc' ty th t t . emen o . 1e . , a W? or more societies should amalgamate, then not-
Wlth~t:mdmg a~ythm~ contained in section 17 but subject to the 
provr_s10ns of tlus sech?n· the Registrar may. by order notified in the 
~~t ~a~ette, provrd: for the amalgamation Of those societies: 
~ o a smg e soCletv With such constitution property · ht 
mterestsband a~thori.ties. and such liabilities, d~ties and obiig~~To~ 
as may e specified m 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 
soc1ety) 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 ; 

(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 by him 
within such period as mentioned 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 coi).tain such 
consequential, incidental and supplemental provisiOns as may in 
the opinion of the Registrar be·necessary to give effect to "the 
amalgamation. 

(4) Eve,ry member or creditor of each of the sacieties before 
amalgamation who bas objected to the Scheme ':>f amalgamation 
within the pf:'riod 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 0) 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 
amalgamated. 

93. Reconstruction of societies.-The working of the co-operative 
movement in the State as elsewhere bas demonstrated that societies 
occasionally come to grief for one reason or another, but have 
a chance of survival and development after receiving the first shock. 
For this purpose it has been found necessary to r·~construct the 
society so affected. The need for reconstruction stems from the fact 
that the society 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 
creditors unanimously agree to a compromise proposal, no difficulty 
arises but if even one creditor objects to it, the scheme falls 1hrough 

' on legal grounds 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 respect of members of the society. In Bombay 
State fortunately to our knowledge several societies have been 
reconstructed inspite of this handicap and no legal difficulty has 
arisen probably because no member or creditor tested the action 

L-A Qb 2437--4 
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of societies and the Registrar in a Court. We, however, feei. :t!J.at 
with the. expansion of the movement, the cases of r~co~~r\lctlon of 
societies are likely to occur more frequently and 1t IS . necessary 
ihat 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. Sectio)l 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 
Ql'der of .the Court. Section 392 empowers the High Court malting 
the "order to supervise carrying out of the compromise an(j revising 
the compromise and giving directions ip. regard to any matter affect
ing the compromise. Section 393 prescribes tlie procedw.:e for calling 
the meeting of creditors· and members and for giving them huorma-. 
tion and explanation. Under section 517 of the Companies Act 
recon$_truction has been facilitated in the case o:( 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 requirE!_d from 
three-fourths of the creditors and members in v~;~lue and a provi_sion 
has been made· for enabling a creditor to appeal. 

95. :r'he main points to ~e noted in this context are that (1) the 
CoUrt 1s not bound to sanction the scheme because requisite members 
and c;editors have approved it, (2) the Court has to see whether the 
sanctl?ned scheme 1s conducive to public interest or· commerCial 
mora~1ty, (3) and. the co~ ha~ to be satisfied that the scheme i~ 
practical and feasible and IS fair to the parties whose interests · 
affected. A controversy is often raised as to whether a sch· . (U'e. 
approv d b th · ·t · . erne once e Y e requlSI e maJOrity, can be subsequently modified b ' 
the Court or not. The relevant section in the Companies A t 195[ 
ha~ re~olyed it by empowering the .Court to modify the ~d!ieine 
It IS s1gmficant that . creditors' and members' a t t ·. 
modified by Court is not requir~ We wish t ssen . o a .sch~m:. 
~ular aspect of the reconstructio~ scheme be~a~:;~:s~se this. pa~~~
m respect of reconstruction of co-operative societies.! Is very ·va Id 

96. The Bombay Co-operative Societies A t 192 
for- reconstruction of societies, but section c '42_i• does not provide 
Pradesh Act as applied to Vidarbha deals 't o,~ the M~dhya 
arrangement for repayment of liabirt f . WI h compromise or 
section empowers the Registrar t 1 Yd 0 reg~ster~d societies ". 'rhis · 
the purpos,e of effecting a com;ro~:r ~ meetmg of creditors :for 
an order COnfirming compromise or e . r arr~n~e~ent anc{ .pass 
qreditors not leSs than three-fourth ~anglement If I.t ls· approved by 

- s m va ue of the'cre~tors-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, in the case of society under liquidation; on the_ liquida
to~ .. A_ proviso has, however, been added that the Registrar shall 
no.t confirm the compromise unless .-the creditors agreeing to it- are 
not less than 51 per cent. in value of all '{!reditors. We are afraid 
that this proviso is restrictive inasmuch as it is not fair to ex:Pect 
a so_ciety 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 Cow:t 
pending the compromise proceedings and (ii) for abating the- pro
ceedings after the scheme is confirmed. These two provisions 'are 
very iinportant from the point of facilitating the reconstruction' ·of 
so,ciety. 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 th,e amount due to the creditors is to be paid 
within six months. This period, we are afraid, is again restrictive 
becaus~ the scheme of arrangement agreed to by. the creditors might 
p~ovide for a longer period. In fact the usual arrangement is for 
paying a fraction immediately and spre;~ding payment of the balance 
over a period ranging up to five years. This SeCtion further proVl.des 
that 'the scheme shall cease to be in force -as soon as the whole 
amount .of the liability is paid. 

98. Having considered the .. aboveme!ltioned· 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 forits 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 
-permitted 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 society before sanctioning loan and 
that it is obvious that a compromise ceases after the conditions im
p<)sed·by it are implemented_. It is also unnecessary to provide that 

)J-A Qh. 2437~ 
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after the compromise has ceased to be in force, no furt~er claiin 
shall remain against the society or against its property 1n respect 
of which compromise has been effected. 

99. In recommending the following Se-ction No. 19 we have reli~d 
on the Companies Act and the Madhya Pradesh Act and sought "to 
achieve the purposes mentioned earlier. 

SEcTioN 19-Reconstruction of societies.-(1) Wher~ a comp~o
mise or arrangement is proposed between (a) "a" ~oCiety an~ 1ts 
creditors and (b) between a society and its members, the Reg1strar, 
may, on the application of the society or of any ~ember _br ~j. 
any creditor of the society, or, in the case of a soc1ety • which I~ 
being wound up, of the liquidator, order a meeting of the members 
or creditors, as the case may be, to be called, held and con~ucted 
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· ca:ie 
may be, present and voting in person at the meeting, agree to ariy 
compromise or arrangement, the compromise or arrangement shall; 
if sanctioned by the Registrar, be l;linaing on all members. or all 
the creditors, as the case may be, and also on tlle society, or, irt 
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 pr<lceedings, where instituted before or after the
order, in respect of any liability of the society due to a creditor 
to whom a ~opy of t~e. order is posted are pending and on re_c!lipt· 
of such notice the Civil Court shall stay the pr<lceedings. If noc 
compromise or arrangement is confirmed under sub-section (2) the 
Registrar shall inform the Civil Court accordingly and the proceed-' 
in~s which may hav~ been stayed shall be resu'med. If comp~Q~· 
~e o~ arrangement IS confirmed under sub-section (2) tlie proceed= 
mgs, I~ any, · sta_ye? unde_r . this sub-section shall abate and :lll> 
proceedm~s shall he. m a CIVil Court in respect of any liabilities 
of the soc1ety to which the compromise or arrangement relates. 

(4) _WI_lere the Regis_trar makes an order under sub-section (2) 
sanction~ng a compromise or an arrangement in respect of a societ 
the Registrar. shall have power to supervise the carrying out ~f 
t~e comprom~se or arrangement and to give such directions, at the 
time of makmg such order or at any time thereafter in re ardc 
to any matter and to make such m<ldifications in the com g ·· ·' 
or arrangement as he may consider necessary for th proffil~ 
ing of the compromise <lr arrangement. e proper wor • 

(5) If the Registrar is satisfied that a co . . 
sanctioned under sub-section (2) c ~bromise or ar~angem~nt 
with or without modifications he ::yo "teh worfkeh~ sahsfacfunly 

' ei er o 1s own m~tion 
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or on the ;ipplicatiol;l of the society, or, In the case of a society 
being wound up, .on the application of the Liquidator, :·~ake an 
o:rder cancelling the sch.eme of compromis~. 

100. Partnership.--8ection 15B of the Bombay Act provides for 
partnership . of . societies. This section was inserted in 1953 and 
p;rovides that any, two or more societies may, with the approval of 
the Registrar; by r~solution 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, 'i932, shall apply tci such contracts of partnership. The object 
o'f the Legislature in adding this section was that before the societies 
d,e<!ide 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 
Counci~ (Bombay Legislative Council Debates, official report, April 
~; 1953, page 760), on behalf of the Government that " This specific 
J;lu_siness will be governed not by pro\'isions of the Indian Partner
sl}lp Act but by the general provisions of the Contract Act as 
amended by the Co-operative Societies Act and the Rules made 
under the Act." 

1~1. 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 
th~t it woll!ld be better to give agencies to two societies each having 
a' 'i:ompact area of operation instead of providing for partnership 
whereunder a unified control is not possible because of the restric
-~~on 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
t\lke 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 ar~ there
fore. of the view that this section should be amended so as to'restrict 
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. . ·. · il · bjects We· therefore, 
'the partnership to societies havmg sun ardo i· . io and read 
recommend that section 15B be renumbere as sec 1on 
as under:-

SECTION 2o-Partnership.-(l) Any two or more societies. with 
similar objectives may, with the prior appr_ov?l of the Reg~s~ 
by a resolution passed by a simple maJonty of the mem_ 
present and voting at a general. meeting of each_such soc1~ty, 
enter. into a contract of partnership for carrying out specific 
business or businesses .. 

(2) Nothing in the Indian Partnership Act, ~932, ~hall a~ply ·to 
such contracts of partnership and matters mcludmg. d1sput~s 
arising from such partnership, shall be determined under _ th,i.s 
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 regj.$
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 whol~ of assets and liabilities to another society or amalga
ma~es. w1th anothe~ society or divides itself into two or more 
societies ·under secbo~ 17, or its affa~ are wound up, or it.·has 
n?t commenced bus1~ess. The soc1ety shall be deemed to be 
dissolved from the date of such order and shall cease to exist as 
a corporate body. 
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CHAPTER VI. 
'MEMBERS AND THEIR RIGHTS AND. LIABILITIES: 

103. 'This chapter deals with (D persons who may become member~ 
(2) open ·membership,. (3) _nominal, associate and synipathiser 
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
.fei: of share·or interest on death of a member, (10) share or interest 
not. liable to attachnient, (11) rights of members to inspect books, etc., 
(12) borrowing by members, (13) liability Qf a past member or the 
estate of a !ieceased member, '(14) insolvency of a member, and 
(15) expUlsion of members, Chapter III of the Act of 1925 prescribes 
the .. tights and liabilities of members in four sections. These relate 
:to items .5, 6, 8 and 9. Section 6-A defines a person who. canno.t 
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 ,provisions, we have 
•thought fit .to add seven new sections so as to make the scope of the· 
chapter more comprehensive. 

104. Person who may become 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 
societr unless he 1s 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 min{! is eligible to be a member 
of the society. Suggestions were made that insolvents and offenders 
shoUld be specifically debarred from membership. An undischargecl. 
insolvent is ineligil:ile 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;;~tive 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 
mov.ement 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 represe!ltatives is still maintainoo. This is a suffi
cient safeguard in our opinion. 

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



oint. the co-operative opinion is unanimous. :But, on the ft;s_t po~nt 
ft is divided. The Courts have held that the term ~em~ IS wrde 
enough to include a joint Hindu family. The question IS whether 
the firms and companies were eligible to ~ecome ~~m?ers _under 
the Act enacted in 1925. The definition of Member w.ven J,Il the 
Act, en~cted in 1925 includes " a person " etc. " A person" has been 
defined in section 3, clause (35) of the Bombay General Cla~se~ Act, 
1904, which says thaf" person" includes a company or a.sso~rat~on or 
body of individuals whether incorporated or not. It IS srgnificant 
that the Bombay L~gislature deliberately added t~e word " person." 
and not " individual " which is found in Co-operative Acts of certam 
other States. It is, therefore, obvious that the intentio~ of the 
legislature as early as in 1925, was to 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 when 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-operative 
societies, the sole object of which was to provide financial accom
modation to the co-operative housing societies. For this purpose, 
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 in 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. ;r'he main argument in support of keeing the firms and 
compames out of co-?peration is that they are capitalistic concerns 
and have .a profit motrv~ and are, therefore, liable to unduly influence 
the workmg of the socrety to the detriment of the small members 
So!l\e of us also hold this vie:W. . But those who have opposed beg t~ 
pou!-t o~t that the mere c?mbmatron of individuals does.not make them 
caprtahsts and the combmation itself is a right of every · d' 'd a1 
As ~ga:r<Is the p~ofit motive,. it. ~ay be pointed out th:: ~Vlp~fit 
motive rs not a cnme for an mdrvrdual r't cannot b · f 
· d' 'd a1 · • e a cnme or an 
~n rvr u , rt cannot be a crime if they join as partners or combine 
mto a comp~ny. As regards the possibility of capitalists enterin 
~a·c~;pelratrv~t sl~stem and exploiting it, it needs be pointed out tha~ 

. ryr ua capr ~ rsts can enter if they wish and if . t : 
willing to admrt them the m . . . a soCie y IS 
firms will t • ere exclus1on of therr companies or 

provision i:
0

th:e~~t t~e li~~:;lt. m';yho~~ ~e~· f~=ld ~~-t 1lie exist~g 
In= "'""t co-opera,trve 
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practice in _Bombay State, since the enactment of the Act in 1925, 
has conclus1vely 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 ho.usin.g· society only, · 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 of 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. case of an institution. We, however, suggest 
that this viewpoint be. examined in the Legal Department. For 
the purpose of our recommendation re.g'arding this section, we 
.assume that the step taken in 1952 in regard to specific;;tlly 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 onus of provmg 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 ~ehalf of_ ~he 
family, lies on the society if it wants· to procee~ agamst t~e JO~t 
Hindu family properties although that member lS not des~n~ed m 
the Register of the Society. The proce?ure for t~e admiss10n of 
joint Hindu family as a member may smtably be latd 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 compete11:t to contract _unde~ 
section 11 of the Contract Act, there arises the difli:culty re1atmg to 
the position of minors. Under' sec_tion 17-A, a mmor or_ a pers?n 
of unsound mind can acquire the nghts of the_ member~ m_ certain 
circumstances. We think that the provision. IS not qmte m order 
inasmuch as where as section 6-A says that no mmor shall be a me~er, 
section 17-A makes him eligible and whereas .the tenor of the iaW 
is to confer certain rights and liabilities on .a member, the _m~~~er 
admitted under section 17-A will not be subJeCt to any liabilitie~. 
We therefore recommend that this section "person who may. become 
me:nber ", sh~uld specifically provide for these cont~encies. · This 
can best be done by making minors as associate or nommal members 
of a society. 

111. The second point relating to the minors arises from the point 
ot promoting students' co-operatives. The organisation of· school: co
operatives gives the sudents an opportunity to promote undetstand.ing 
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 
contingen~y, ~e recommend that societies whose membership ·is 
meant pnmanly to benefit the minors may be registered under the 
Ac~ and ~be 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 .. ~he third point which needs to be di.scussed .relates to the 
readmiSSion of an e~pelled mem?er of one society by the other, 
or by the same .society. ExpulsiOn of -a member is an. extreme 
penalty ~n~ the step itself is taken in exceptional circumstances and . 
by a maJO;t'Ity of the members at a general meeting, which hears the 
ll_lemb~r liable to be expelled. Consequently the decision. on expul
SIO~ IS. taken after a good deal of deliberation and for an offence 
which IS sever~. In that event, the penalty also must be severe 
I~- quantu~ will n~t be adequate unless he is deprived of the faci: 
lities of ~emg admitted as a member of another society or of ~he 
sa~e soc1ety for _a specific period. At the same time ·it would ·be . 
desirable to proVIde a safeguard against the powers bein misused 
by :e ~eneral body, by empowering the Registrar to m!e an ex
cep on m respect of the penalty. The Madras Rule XVIU B la-s 
down that no member of a society who h b · · • - .Y as een exp.elled under 



the provision of its byelaws shall be eligible for readmission as a mem
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;iragraph 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 en 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 members 
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 both 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 su_ggestion. 

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



eo 
Provided that the provisions of clause ~(!.) shall ~ot a)ply td 

an individual seeking admission to a society exclusively. orme 
for the benefit of the students. 

115. Open membership.-Al~ough t~e me~b~rship_ of a co-opera
tive society is selective one of 1ts cardmal prmc1ples IS that of open 
membership. In Swed~n, an economic society c~ot ~efuse the 
right of membership to any person u~ess. there ts suffic1ent. reason 
such as the evidence that the person IS hkely to work agams~ the 
interests of the society. This is based on the view that the ultunate 
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, h~wever, 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 caid 
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 shall be final. The 
All India Rural Credit Survey Committee also felt that the princi
ple of open membership should be strictly adhered to by the societies 
and, therefore, recommended \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 
R~le. on the b~sis of t~is recommendation was published for public 
opm10n and d1scussed m the State Co-operative Council where the 
consensus of opinion was that Rule 45-A in its present content would 
sel!'~ the objective which everybody had in view. We share this 
opm1on. 

116 .. The only point .t? be noted in this context is the doubt 
regardmg the legal pos1t1on of the provision in the rules Th ru1 
are _subsidiary ~o the Act which does not vest the p~wer ~ t~! 
Registrar to decide who should be admitted as a member b · t 
W th f d th R 1 Y a soc1e y. 

e, alleretore, refcom~et~ adt b u e 45-A be amended suitably to 
cover . ype~ o soc1e 1es an e incorporated in the Act itself as 
a section, wh1ch should be numbered as Section 23 d d under:- · an rea · as 

SECTION 23-0pen membership.-(1} No societ . h 11 . 
sufficient cause, refus.e admission to membershf 

5 
a • wtthout 

duly qualified therefor under its byelaws. P to any person 

(2) Any person aggrieved by the decision f . 
admission to him to its membership rna a 0 a soc1ety refusing. 
of the federal society to which the sail ~ptyeal_ to th~ President 

socle IS affiliated or ·f 
' I 
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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 ~oney-lenders Act in 
the same year also created a shortage of credit for persons with 
small means who were unable to borrow money by pledging valu
ables. The Government, therefore, advised urban credit :societies 
to admit 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 in 
the co-operative sector. In the case of marketing societies which 
have to deal with merchants. and to whom credit has nece»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 traders 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 fulfiedged members of such 
societies. 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 societies and in the case of co
operative sugar factories which demand guidance of a high order 
which cannot be pad f'rom amongst ·the members, the need lror 
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 to 
nominal members in certain sections but nowhere has the nomi'lal 
member been defined nor his qualifications, rights and liabilities 
have been prescribed. Section 2 (C-1) of the Madhya Pradesh Act 
defir;es "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 b; 
us below _takes care of societies wishfng to encourage nominal 
members m respect of persons who are not qualified to be iulftedged 
members, we hope that the introduction of this section will not be 
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. . W therefore recommend the following new 
mistised by societies. e, . ' 
section as sect:on Z4 : - . b 

. t and sympathiser mem ers.-
SECTION Z4-N~minat as~ocw. e ntained in section ZZ, a society 

(1) Notwithstandmg anything co inal associate or sympathiser 
may ;dmithan~~~rs~:v:Sn~ ~~:e ·~ither in the management, 
mr~~tsero; a~sets of a society and shall not be subject to. any 
P "b t ll· bil'ty m· the case of winding up of the ~ociety. contn u ory a I · 

(2) Save as provided in sub-section (1}._ a; nominal, a~sociate for 
sympathiser member shall have such privileges and nghts o a 
member and be subject to such liabilities ~f a me~ber 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. 

il9. Cessation of Membership.-The Bombay Act does not d~al 
with this provision though the byelaws of societies usually proVlde 
for it. In Vidarbha Rule 34-A lays down t~at " a membe~, who 
is not in debt and is no surety for an unpaid debt, may V.'lthdraw 
from the society after ·giving one month's notice ". Madras 
Rule XY,HI-A(Z} provides for cessation of membershlp under certain 
contingencies such as bankruptcy and insolvency and certain types 
of offences. Bengal rule 13 provides for removal of a member if 
be ceases to be qualified under the byelaws if he is a member, or 
if he ~s expelledl More important '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 P.ractice of 
Co-operative Societies in India" (page 124) discussing the liability 
of past members comments that " the resignation of a member takes 
e~ect and the mem~ership ceases immediately the letter of resigna• 
tJon reaches the society, and there is no question of the acceptance· 
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 would be put to a hardship . 

. 120. In Bomba¥ ~tate the usual pra~tice is to prov;de for cl:'ssa
tlon of me~be~h1p m th: byelaws of societies. We think, it would 
be better d1fththisf 1

1
s
1 

p~ov1ded _for in the Act itself and, therefore 
recommen e o owmg sectiOn as section 25 : _ · ' 

SECTION 25-Cessation of membershi-n -A person h 11 
b · b · · .... s a cease to 
e·a mem er on resignatiOn or transfer of the wh 1 f h' h 

or interest in the society to another member 
0 

e ~ 15 s are 
removal or ~xpulsion : or on eath or on 

Provided that no member shan· be allow d . 
a society unless he is not in debt and is t e to resign from 
debt and no resignation may be acceptedno b surety ~or an _unpaid 

Y a SOC1ety unless it 
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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 resignation of the member. 

121. No rights of membership to be exercised .tilt due payments 
are made.-8ection 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 till dv.e puy, 
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.-8ection 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 Madhya Pradesh Act, however, differentiates 
between the voting rights of members in respect of societies whose 
liability is limited by shares and where the liability is no.t 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 o£ 
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 
sucn ilse 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 
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the point of view of patronage, the quantum of strength ~d the 
nature of organisation societies should have a grea~e~ we1ght~ge 
than the individuals i~ such organisations. The Finish L_aw or 
instance, gives one member one vote b~t lays down that 1f <.ny 
society has mixed membership, the soc.Jety ~all ?ave mor~ than 
one vote. The French Law gives votmg nghts m 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 societ;y- should (~O so. by 
its authorised representative is to state the obVIous. In a society 
having, for instance, the Bombay State as the area of operatJO~ 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-operative 
Societies Act, 1940, provides for voting by delegates and Rule 25 
copies the German pra~tice 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 
o~er registered society shall have as many votes as may be pres
cribed by the byel_aws of such other ·society and may, subject to 
such byelaws, appomt any number of its members not exceeding 
the number of such votes to exercise its vot1ng power. · 

125. After weighing the arguments for and against the different 
srstems of voti':lg _and voting powers, we have come to the conclu
SIOn that t~e prmcip!e of one member one vote is sound and should 
be the basis for votmg powers of members. At the same tim · 
respect of certain types of societies such as Consumers' Produce, ~ 
Processing and Marketing where. patronage is the main contribu~~~ 
factor to the suc~ess of the society, additional votes not exceedin 
two. shoul~ ~e gwen to members. We accept the view-point tha~ 
a d~fferentiahon ought to be made between individual m b . d 
society members in a society with mixed membershtm. e~s an 
recommend that a society member should have two t p and . w~ 
vidual should have one vote. When the Governm:~ es an l~dl
to the share capitaf, it becomes a member We h t s~bscr1bes 
its voting right. We further recommend th a':'~ provided for 
made for enabling individuals and societie~t t proviSion should be 
delegates elected at a meeting called for th 0 vote through their 

e 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.-(1) 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 society such 
a society shall have orie additional vote ; 

(c) where the State Government is. a member of a society, 
each person nominated by. the State Government on the Com
inittee of that Society shall have one vote : 

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 exer:cise his vote in person and no 
member shall be permitted to vote by proxy. A society, com
pany, firm or any other institution entitled to vote as 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.-8ection 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 maximum 
of 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 large; 
number of shares would be able to influence the societies' working 
since each member has one vote. 

:r..-A Qb 2437-S 
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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. ~as 
been depreciated further and Co-operation has extended rt~ actrvrty 
from a small sphere of providing credit for a small man wrth small 
means to the larger sphere of processing and banking. In t~e case 
of housing societies even though ·the limit has been rarsed. to 
Rs. 20,000, in cities it may not be possible to construct a house wrth 
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/lOth. A Society's liability limited by guarantee should have the 
same restriction. We note that societies, companies and Brms 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 preferential 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· and firms sliould 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:- · 

SECTIOS 28-;-R_e.striction on holding of share capital by a member.
Where the lrab1!rty 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.-8ection 19 of 
the Bombay Act lays down that the transfer of share or interest of 
a member in the capital shalJ 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 1e soc1~ty or to a member or to a person ·admitted 
~s a .mer;t;b.er a~d wit~ the approval of the Committee. The word 

capital rn this section has not been defined by the Act and. ;i 
may. me~n ".share . capital " ~r " wo~king capital ". But since H;e 
qua!IficatiOn IS ma~!muT? h~,ldmg, .which can only refer to the sh:'lre 
~apital,,the word capital requ1r~s to be qualified by the word 

share . The con~1t10n of max~mum holding in respect of the 
transferee also requires to be qualified. The second point we note 
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is 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 shar.es 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 t,hat 
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 
financ~al 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't.-
(1) 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 .Jo maximum holding by the transferee as may be prescribed 
by .this Act and the Rules and the bye-laws and shall be valid 
on!y ·after· the Committee has approved sue!]. transfer. 

(2) iA member shall not transfer any share held by him or hi.s 
.interest in the capital or property of any society or any part thereof 
unless- · 

(a) he bas held .such share or interest for not less. than orre 
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.· 

Nohvithstanding anything contained in sub-sections (1) and (2) 
a society may acquire the share or interest of a member ir. ·his 

·share capital by paying for it at the value determined hi the 
manner prescribed, provided that the member is allowed. io 
resign or. is expelled or ceases to be a member on account of 
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 <'ent: of 
t~e pa_id-up capital of the society on the last day of the !Jreced:ng 
financial year. 

r..-A Qb 2~37--5a 
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132. Transfer of interest on death.-Section 27 o~ the Bombay Act 
ro\•ides that on the death of a member, the society may transfer 

~ithin one year the share or interest of the deceased mem?er to 
a person or persons nominated if admitted as a member or, 1n the 
absence of a nomination, to such person .as may appear to the 
Comm:ttee, to be the heir of the deceased, 1f elected as a member. 
Alternately it provides for payment to any o~ the~ of a sum 
representing the value of the share as ~scertamed m acc~rdance 
with the Rules. Section 27 is .also subJect to the operatmn 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 &l,are 
of the society and unpaid dividends and loans stock bonds and 
intere3t 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 
sha\1, 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 
nghts" 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 
" in teres~ in t~e share capital" and "?th7r interests". The facility 
undE:r this sect10n for transfer of deposits Is desirable since otherwise 
the ~e.irs of the ~ember~ will be put to unnecessary hardships for 
obtammg succ~ss10n cerhfica~es, etc. . As regards minors and persons 
of unsound mmd w~ ap~rec1ate the mtention of the Legislature to 
confer on them certam rights of membership by virtue of inherita 
~sp~cially in the case of housing societies, this facility is desir:~!~ 
m VIew of the shortage of the housing accommodation B t . 
f th · h · 1 · u v.e are o e v.ew t at It wou d not be proper to consider them b 

d 'thh ld f h · as mem ers · an WI o rom t em the nght of membershio m' r g d t · 
d f . h .. - ear ovotmg 

an con ermg on t em the privilege· of accepting no liabilit · . 
from membership. Since the object is only to confer c t . Y bansmg 

·to wh:ch a nominal member should also be ent'tl d er am enefits 
.othat minors and persons of unsound mind sh 

1ul~' we recommend 
nominal members and they should be entltl d to ~e enrolled as 
the benefits arising from the share and pr: er~ r7c~IV~ as )'lominees 
In order to ensure that these person~ c p by m ented by them. 
removal of disqualifications the Law sh a~d eclome members on 

' ou a so provide that it 



shoi.tid. be automatic, provided they have the qualifications laid down 
in the byelaws. 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 " fromc 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 necessarily be aware of the 
date of death; We, therefore, recommend that it should be the date 
of intimation of death. The period of one year is also cshort 
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.~(l) 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 with the Act, the Rules and the bye-laws 
of the society, or may pay to such nominee, heir or legal representa• 
tive, as the case may be, a sum representing the value of such 
member's share or other interest as ascertained in accordance 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 (J).shall be valid and effectual against any demand 
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 
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Interest shall be admitted as a nominal member and hi~ guardia? 
shall have the right to receive the benefits fro I:? the. socrety o~ hrs 
behalf to the extent of the share or interest mhented and mcur 
liability on behalf of such perso_n f~r t~~ benefi.~ of such pe~son 
until the disability ceases. On his disability c_easmg, ~uc~ n:o,11mal 
member shall furnish to the society a declaration Of hiS Willmgness 
to become a member, and on receipt of such declaration, ~nd 
provided such person is qualified to be a member of the socrety 
under its byelaws, such society shall admit him as a .member and 
the person so admitted shall become ent!tled to ~ll. t~~ rig~ts and 
;>rivileges of a member and become subJect to habihties like any 
.other member of the society. 

135. Shares or interest not Hable to attachment.-Section 26 of the 
Bombay Act provides that subject to the charge of the society, 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 interest; other than that in tlfe 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 
be clarified by substituting the word " savings deposit" in respect of 
members and "Provident Fund" in respect of employees. We may 
add ~hat 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 f th 
Act of 1925 be renumbered as Section 31 of the new Act and ~ ul~ 
read as under :- s o 

SECTrc..N. 31-Share or interes~ not liable to attachment.--The 
share or m~erest of a memb_er m t~e capital of a societ or i 
loan-stock Issued by a housmg society or in the fund Y · dnba 

· t f 't b s raise y a so~1e y rom I s mem ers, by way of saving·s deposit shall not 
be hable to attachment or sale under any decree or ra 
Court of justice in respect of any debt or liability :Cur%;fb; 



Such inetnber 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 or 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 
.the Act, Rules and the byelaws and a register of members. Rule 
16 prescribes the fee foJ; certified copies of documents. Both these 
provisions do not make a differentiation between the rights of the 
members 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 
uthe.r documents, but does not entitle them to inspect the books of 
accounts unless the Articles 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 homo~;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 anld their societies and we consider it essential to lay 
down in the Act itself the rights of members in respect oi 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 party, 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 accoll1lt books 
in which transactions of all members are ente,:-ed, to the members. 
·At the same time a member should be entitled to know how his 
transaction> 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 he num
bered. as Section 32 be added as under :-

SECTION 32-Rights of Members to see books, etd.-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. Borrowirg 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 borrowings of members. Rule 45 
unde; 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 Jilember wish
ing to borrow must give full information regarding 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 l;1ys 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 taken 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 ihas 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 9f a credit 
society other than a ~and mortgage bank or the central financing 
a~e~cy or a sa~e soc1ety to be. a member of any other society of a 
s1m1lar type w1thout the sancbon of the Registrar. This rule was 
however, found irksome inasmuch as it prevented even non-borrow~ 
ing perso!ls. from becoming members of more than one credit ·society 
and prov1ding strength to the :m?vement. This rule was, therefore, 
amended. so a~ to confine ~estnct10ns ~o borrowings from more than 
one cred1t soc1ety. We thmk that this provision should also be in
corporated in the Act _itsel~. The Bombay Rule provides for the 
r~moval of a :member v10latmg th7 Rule from any or all such socie
ties at ~he u~st~nce of ~he Reg1strar. Since initiation rests with 
the Reg1strar, 1t 1s a suffic1ent safeguard against danger of duplic t 
,finance and the societies ~ffected will have the opportunity to br~ e 
such cases before the Reg1strar. In the case of loans, which are no1 



used for the purpose for which they are given, similar penalty is 
necessary for reasons stated earlier. Since the Registrar can be 
relied upon to use his discretion and penalise extreme cases, it 
would be safe to vest the power in him in respect of such offences. 
This might also prevent a society from taking any other disciplinary 
action against any member or denying him any credit facility under 
this pretext. The questioJJ, 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 society 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 wh.ich 
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 with 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 fr'om the Registrar to that effect. 

143. The liability of past member and the estates of deceased 
members.-The liability of a past member has been defined by 
Se.ction 28 of the Bombay Act, while that of the estates of deceaseil 
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 society 
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 and 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 



that the society incurs debts and its creditors extend th_e credit. It 
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 discrimina~ion 
between different classes of members and recommend that Sect10ns 
28 29 and 48A be deleted and a new Section to be numbered 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 
<leceased 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 pz:iority of contribution assessed by a liquidator of a society. 
Equ1ty, ~o':Veve~, ~emands that if a society in liquidation is eligible 
for a pr10nty, s1m1lar benefits should accrue to societies successfully 
functioning. We, therefore, recommend that a new Section to be 
numbered as Section 35 be added, as under :- -

SEC:XON ~5-Insolve~cy of members.-Notwithstanding anything 
cont~m~d m the Pres1dency Towns Insolvency Act of 1909 and the 
Provmc1al Insolvency Act, 1920, the dues of a society from a 
memb~r s~all rank next to his dues to Government or to any 1 1 
authority 1n order of priority in insolvency proceedings againstef~ 
person. e 

146. E;XPulsion of members.-The provision for expulsion of 
member IS usual!~ ~ade in the bye-laws. We think, that it woul b! 
better to cov-;r th1s 1n the Act itself, since it deals with th - -d. 
of membership. The usual provision in the bye-laws i f e creaiii.on 
a member by passing a resolution with three f s .or _expe mg 
tain societies provide an opportunity to th - ourt~s ma)onty. Cer
explai~ their conduct to the general mee~·n mem .ers afi'~cted to 
resolution for expulsion While we . 1 g, Which considers the 
such expulsion are not quite wholes;pre~Iat~ the ~emocratic method 
are not uncommon where a rna ·orit ~e 0 t e society and instances· 
of expulsion under this proced~re ;., ls :;:depth off by sentiment and 

' e t at the after-effects of 
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can be manoeuvred. Furthermore, when it is 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 ver;y 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 members.-(1) A society may expel a 
member, for acting in a-manner which results in financiallossto 
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 
concerp.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 tha.t 
society or for admission as a member of any other society, for a: 
period of two yeai:s from the 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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CHAl'TER VII. 

DUTIES PRIVILEGES, PROPERTY AND FUNDS OF 
' SOCIETIES. 

148. In the preceding two Chapters we have exa~ined questions 
relating to registration of societies and members. T~Is _Chapter deals 
with duties, privileges, property and funds of societies. In. ~e 
following Chapter we propose to deal with management of societies 
separately. Consequently the provisions relating to managen;tent 
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 e~try as evi
dence, (6) exemption from compulsory registratiOn of mstruments. 
(7) exemption 'from taxation, (8) State aid, (9) restrictions on borroW·· 
ings, (10) restrictions on loans, {11) restrictions on transactiol_ls with 
non-members, (12) charge and set-off in respect of shares. or mterest 
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 not to 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) investmen.t 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 .. s.ome 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 deffne 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. th_e amendments to the Act conferred certain· righls on 
federal societies.. _As a further. step in this direction, we have 
favoured a proVIsion empowermg the Registrar to direct affiliat' 
of a soci~~Y to a fede~al society in certain circumstances. Simila:fn 
the provision regardmg bar to civil suit has been m d y, 
comprehensive. a e more 

150. Societies to be bodies corporate.-section 23 of th B b 
A~t includ~s the words "for the purposes of its constftuti~n ,?m w! 
thmk that 1t would be better to replace these word b " f h · . 
is COnstituted ". yve, therefore, recommend that Se!tion °~3W b ICh lt 
numbered as Section 37 and be amended as under :- e re-

SECTION 37-5ocieties to be bodies corporate -Th · . 
a society shall render it a body corporate by th. e regiStration of 

e name under which 
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it is registered, with perpetual succession and a common seal, and 
with powers t6 holct property, to enter into contracts, to institute 
and def€nd suits and other legal proceedings, and to do all things 
necessary for the purpose for which it is constituted. 

151. Address of societies.-8ection 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. 
down that the register or list of members or shares kept by a society 
shall be prima facie evidence of the date at which •he name of 
a person was entered as a member and the date at which such 
a person ceased to be a member. The section is apparently provided 
for ensuring t.hat the register is · a prima facie evidence regarding 
whether a person is a member or not. What is importam. is that 
every society must maintain a 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 shall keep open to 
inspection a register of its members among other things. Rule 14 
further makes it obligatory for every society to main tam 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 but the law 
should prescribe how it should ·be kept. In the case of joint-stock 
companies, the Companies Act prescribes not only iln elaborate 
procedure but also 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 regarding (a) the 
name, address and occupation of each member, (b) b the case cf 
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 on which any person ceases to be a member. In the 
case of societief whose bye-laws permit the members to nominate, 
it would also bE: desirable to provide that the register of members 
should contain the name of the nominee, if any. and the date 0:1 which 
his nomination was accepted by the society. 
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~54. We, therefore, recommend that Section. 30 be renumbered as 
·Seqtion 39 and be amended as under:- . . 

S 39 'R g'""er .w: members-(1) Every society·shall.keep 
ECTION - e "'' -J . . · .. · th . f 11 . g 

a register of its members and enter therem e o owm 
particulars :- . 

(a) the name, address ap.d occupation of each mem~er, 

(b) in th~ 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 n1ember, 
and 

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

Provided that, where a society has under the Ac~ the Ru_les and 
the bye-law& permitted a member to transfer his snare or mterest 
on death to a person, the register shall also show ~e nam~ of the 
person en~itled to the share or interest of the memoer~ ag~mst the 
member concerned and the date on which the nommahon was 
recorded. 

· (2) 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 . 

. 155. 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 should 

'be eligibJe to inspect the register of its members, which is different 
from a list of members. The former is a privilege of members only 
to which we have referred in paragraphs 137-138. This section 
should, therefore, deal with inspection by the Public. · Rule 16 
provid'o'> for inspection of certain documents in the Registrar's 

. office, by the public and the members, free of charge and for obtain

. ing their certified copies on payment of a nominal fee. One of 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 thl'y were to be disclosed in detail to 
,the .publi~. we are afraid that it would be difficult for t!le societies to 
function tff<ctively. Even the Banking Companies Act and the 
Ccimpanie~ Act do ~ot provide for. m~king available to the public the 
·audit memos exceptmg the Auditors report which covers certain 
general aspects of the working of the institutions. Madras Section' 19 
prov:des that <• sociely shaH keep open the rules and the bye-laws·· to 
inspection, free· of charge. but the Modras Committee has recently 
rec,Jrnmended that the r;;g:ster of the members should also be avail
<!bl~ for ins~ection. We do not find any p: ovision i~ the Rule$ fram~g 



under the Madras Co-operative Societies Act, ,regarding the audit 
memor:mdttm ·and. other documents being made available to the 
public. 

156. We, therefOre; recommend that Section 21 be amended as 
under and renumbe'i:ed- as section 40 : ~ 

SECl'ION ~0-Copy of Act, etc., to be open to inspectioll.-Every 
society shall keep a copy of this Act and the Rules and of its bye
laws and a list of members open to inspection to the publi.c free of 
charge during the office hours or any hours fixed by the society at . 
the·rE>gistered address of the society . 

. 157 .. Admissibility of copy of entry as evidence.-Section 31 of the 
Bombay Act e:omprehensiveiy deals with the subject matter under 
reference and we do not recommend· any change therein except the 
renumbE-ring of the section. We, therefore, recr.mmend that 
Section 31 be renumbere~ as section · 41. The section reads as 
under:-

SECTION 41-Ad,,.issibitity of copy of entry as evidence.
( 1) A copy of any entry in any book, register or E"t regularly kept 
in the course of busines; in the possession of a society shall, if duly 
certified in such manner as may be prescribed oy the ·Rules, be 
admissible in evidence of the existen.ce of the entry ;md shall be 
admitted as evidence of the matters and transactions therein 
recorded in t·very case where, and to the same extent to which, th~ 
original entry would, if produced, have been admissible to prove 
such matters. 

(~) In the case ·Of such societies as the State GLJvernmenl' by 
general 01 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 
whi:h can be proved under sub-section (1), or to appear as a witness 
to prove <he matters, transactions and accounts therein recorded, 
unless by o1der of the· Court or a Judge made for ~pedal cause 

158. Ea.·emption from compulsory registration of instruments:'
Section 32 of the Bombay Act exempts societies from registration of 
an instrument relating to shares and debentures issue:! by a society, 
and endorsement or transfer of any st:.ch debenture. Other classes 
of instrumen';s such as mortgage and sale dooeds are required to be 
registered by societies. Representatio:ts have been made that the 
·scope of this section should be exten :led to other clas~es of instru
·ments which a society has at .Present to register under the Indian 
Re~istration Act, 1908, in the absence cf exerr.ption. This is a point 
fallincr outs:de our terms of reference and is a matter for being . - - :;:,. 

repr€sented to the Government for its ccn£ideration. We, therefore, 
do not recommend the extension of the scope of exmption by this 
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t d "n onthe Act since we are not aware of any Governmen ec!Slo 
h g · the text societies' :·equest. We, therefore, recommend no c. an e m. 

of the existing section and only :ecommend that ~ect10n 32. be 
renumber!!d as Section 42. The section reads as under · -

SE<-'TION 42-Exemption from compulsory regis~ration of i:nst~
ments relating to shares and debentures of soctety.-:-Noth~g m 
Section 17, sub-section (1), clauses (b), and (c) of the Indian Registra
tion Act, 1906, shall apply to-

(1) any instrument relating to shares in _a society, n~twith
standing that the assets of the society consist m whole or m part 
of immoveable p:roperty ; 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 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. 

159. Exerr.ption from taxation.-section 33 of the Bombay Act 
dealing with this subject has a provision enabling the Central 
Gove:t:nment 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 which 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 agrh!ultural 
income, sales and purchases and on professions, trades and employ
ments. \~e do not want. to anticipate the Government's policy i!!. 
regard t•) ru•ther exemptiOns nor do we recommend exemption 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 furthE:r concessions 
in regard to 1he taxation should be inserted. Liquidator's contribu
tory o:dt'rS are ~ot stamped at !?resent on the ground that they are 
executive ord~ers tn 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." 

160. We, therefore, recommend that in sub-section (2)(b) the 
following be ~dded "and any other tax or fee or duty or a portion 
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_thereof, which 1he State Government is competent to 1evy", and tha• 
the section be renumbered as Section 43. This section will read as 
'under:-

SrenoN 43-Power to exempt from taxation.-(1) The Central 
Government, by notificatign ill. 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 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 aHy society or class of societies, remit : 

(a) the stamp duty, with which under any law for the time 
being in force, instruments executed by or on behalf of a society 
or by an officer or member_ and relating to the busin_ess 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 
r~spectively chargeable, and 

(b) any fee payable under the law of registration and of court 
:kes 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, "Government" 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 
cr6vernment 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 for~ 
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: 
"any 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 ia order to repayment is confined to 
":repayment of debentures and share capital of a society and loans 
g~v!!n by a co-operative bank." In Bombay State, thanks to -'the 

L•A Qb 2437-6 
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credit built up by the Co-operative Movement, the Reserve Ba~ has 
not been insisting on the guarantee of the .State Government ~n r~s7 
pect of financial accommodation for the purpose of sh?rt-term agri
cultural credit. In the case of medium tern1: loans this· guarantee 
has been given to the Reserve Bank. Similarly, th~ St~te Govern
ment has guaranteed the loans made by the Industnal Finance Cor
poration to the sugar co-operatives. This particular aspect of the 
guarantee is not presently covered. 

162. Follcwihg 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 first time in the 
Bombay State a few years ago and for which purpose this Section 
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 special order specify in 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 of 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
borate, and we do not think it would be proper for us to anticipate 
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 given to a society by the Reserve Bank 
or any other authority and clause (f) to provide for aid in any other 
form af~er 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 this context that Section 31 af the Madras Co-operative Societies 
Act on the subject stars with "Notwithstanding anything contained 
in any other enactment". We recommend that Section 33-A be 
renumbered as section 44 and be read as under:-

SECTION •14-State aid.-8ubject to s~ch 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 soc· t Ie y, 
(c) gu~rantee th~ payment of principal of debentures i 

by a society or of Interest thereon or both or th . ssued 
the share capital of a society to its members ~h repayment of 
dividend thereon at such rates as may be spe~~ d ebpaymth enst of 
Government e Y e tate. 

' 
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(d) guarantee the repayment of loans given by a co-operative 
bank to a scrciety, 

(e) guarantee repayment of principal and payment of interest 
on loans and advq,nces 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. · Re-strictions 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 
words "or" and "by", in order to indicate that the bye-laws are 
.specified while the rules are prescribed. We find nowhere in the 
Act any provision regarding borrowing from members. Rules 8 and 
.8-A elaborately lay dowp. the restrictions on borrowing by societies. 
We do not find any reference in.the Act to the authority of the State 
Government tc frame any rule -on the subject. Section 71(2)(x) 
·empowers the Government to " regulate the marui.er in which funds 
may be raised " etc. The word " manner " denotes the· mode for 
raising the funds and doe~ not indicate ~he quantum. We, however, 
appreciate 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. The Banking Companies Act, vests 
:similar powers in the Reserve Bank. We also recommend that the 
·words "persons who are not :dtembers " be deleted and the words 
~·members and other persons " be substituted and that the section be 
.renumbered as section 45. · The amendl!d 1;ectit'>n will read as under :-

SECTION 45-Restrictions on borrowings.-A society shalt receive 
deposits and loans from members and oth-er persons only to 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 _loans.'-Section f4 of the Bombay Act prohi
'bits a society from making a loan to a non-member without the per
:mission of the Registrar and autl~orises 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 
·n 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. 

L-A Qb 2437-64 
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i66 In regard to sub-section ( 1) we are of the view that a ~ciet';r 
should not make a loan to a non-member even with the . general or 
~ecial sanction of the R;gistrar ~o: t~~ re~son that; any d~spute ov~r 
such a loan will be subJect to clVil litigatiOn which this Act IS 

anxious to avoid. The case of a society bon:owing from ~nothe~ 
society even though it is not a member, how_ever! stands on a difl'erenfi 
footing inasmuch as in the chapter on Arb1trat10n .w~ pr~po~ to· 
provide for bringing the disputes between two soc1ehes w1thm the· 
scope of that chapter. At the same time, ~t should ~ot be open ro· 
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. 
~ubject 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 secu~ity 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 v.:ould be re~undant to. retain th~ . ~xisting sub-section (3) in 
~e~t!O~ 3~. While the policy_ of probibitmg loans to a non-member 
~s mtrmslCally soun~ and desirable, an exception requires to be made 
1n respect of dep_os1tors. We have ~!ready recommended in para
gral?h 166 that m ~he case. of societies this exception should be 
subJe':t to the special sanction of the Registra!-'. The case of the· 
depositor who may. be a non-member stands on a different f t" 
i~asmuch, as -his .funds are with the soCiety and to that exie ;~ 111~ 
a creditor of the _society. At t~e same time by borrowing £~om~~! 
lia~et soc1Betyt ~gamst the dtheposd1t he would become a.~debtor ·to ·..he· 
soc1e v. u m any case e ues from him will be less than the-
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dues to 'him from the society. In view of :this and to avoid delay 
in providing the facility to a person who provides the funds to ·the 
$0Ciety we recommend that a depositor should be entitled to borrow 
.against the security of his deposits even though he is not a member. 

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

SECTION 46-Restrictians on loans.-(1) No society shall make 
a loan to any person other than a member· or on the security of 
>ts 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 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 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 
Rousing Societies may to the extent permitted by their byelaws, 
trade with .non-members, but the transactions of a resource society 
with non-members, other than those regulated by sections 34 and 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 
ol;ltaining 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
'lng ~;eCtion 31 in the Madhya Pradesh Act, which empowers the Govern, 
'lhent to .prescribe the Rules for such , transactions inasmuch as ill. 
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respect of trading societies the authority is left to the societies them..,
selves. Section 3 of the A~t says that a" Producers' society" includes. 
a society formed with the object of collective disJ?osal of t~~ labour_ of 
the members of such society. As such, we opme that market11~g 
society" comes in this category. The l_ogical ~equence of thlS' 
provision is that certain societies can do busmess wrth non-m~mbe~. 
To that extent disputes and claims which are likely to anse m 
respect of such transactions have to be referred t~ arbitration. ":'e 
are aware of section 23-A in the Bihar and Onssa Co-operative· 
Societies Act, 1935, which provides that the dues of a Society ~roi? 
a non-member shall be a first charge on his property. Th1s IS 

a drastic provision since non-members are not a party to the fo~m~
tion or functioning of a co-operative society. Nevertheless 1t 1s· 
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· 
'money wl}ich may be standing to the credit of the non-member in 
the books of the society. 

172. In view of the rearrangement of the sections, 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 Societies may t<V 
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 may 
set-off any sum credited or payable to a non-member in or towards: 
payment of any such debt. · 

173. C~rge and set-off in respect of shares or interest of mem
bers.-Section 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 m~mber or past member to the society and may set-· 
off any sum credrted 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 . 
think that the section should ~ake the intention explicit. Second!' w~ 
would appear from the wordmg of the section that it was y, t 

·· 1 f · · ty A mean mam y o~tha prfi1mary. soc1be .k s ~ result, even if a society deposits 
money Wl ~ nancmg an , as. mves~ment of the Reserve Fund' 
and the Prov1dent Fund, such a financmg agency becomes entitled 
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.under the section to. set off these dep.osits against its dues; We are 
~fraid that ~uch a position would prejudice the interest of the e~ 
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 finimcing 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 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 Qf any debt due from such member or past 
member or deceased member to the society, and may set off any 
sum credited or payable to a member or 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 Society.-Section 19 of the Government oi 
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 
d.ecree-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;1ttle, fodder, implements, raw materials. 
work-shQps ,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 
ihe society. It further lays down that the property subject to the 
charge shall not be transferred except as a lease for 10 years without 
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the previous pennission of the society. ~he transfers made other
wise shall be void and persons transfemng the property snail be 
convicted for a term of six months. 

176. This section is very important from the point of the growth 
-of the movement and seeks mainly to provide 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 transiers hypothecated .goods, he does not · 
~orne within the purview of the section. We, therefore, recommend 
that the scope of this section should be widened by adding sub
clause l(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 Soc1ety'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 
~rop 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 th~ society i.Ja 
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 s~iety, it is nec,:ssary that so far as 
the Government dues other than land revenue are concerned thi!l 
priority should be confined to the assets created out of the loan if any 
provided by the Government. Thus, an attempt has been ~ade t~ 
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 
fac~ t~at the. State has bee~ providing loans to the non~gri.::ultural 
soc1ehes, w~1ch. are also bemg financed by their finanaing agencies. 
~e also thmk 1t necessary to e~clude the charge from ~he jurisdia
tmn of other laws, notably, sections 60 and 61 of the Code of Civil 
Procedure. 

· 178. The third point to be noted is tbat sub-section (2) permits the 
transfer of property by way of lease for a period of 111 years.· .We a~e· 
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.afraid that the -periOd js so long that it defeats the very purpose of 
•<this section since the claim will not be eiiSily enforced inasmuch as 
;buyers will be generally reluctant to acquire a property wh(ln it is 
.t~ubject to a lease of 10 years. We, therefore, recommend that even~ 
_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 importance because it -is the key to 
'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. Bar lee, (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 estp.blishing the identity of ownership 
of crops have thwarted the efforts of the Legislature to make the 
cllarge of societies on crops effective. This problem has assumed 
q],ational importance in view of the State's Policy to build up insti
tutional credit and assure -the farmer of his credit needs for pro
-duction being satisfied fully on 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 b;wkground. 
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, everybody knows how a farmer has financed his crop.,It 

·would, therefore, be wrong to underestimate the intellige\lce <>f the 
merchant and the village trader by presuming that both are ignoran$ 
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 
nas been made that the society should notify preferably in the 
-v.mage Chawadi the names of the members whose crops are_IIUbject 
-tb the charge. and -the .law should .prescribe that such a notice .sho-8111 
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be considered as a sufficient notice t01 the prospective bu~er~. We a~e
not quite sure that the reaction of the members of soctetles to t~us:. 
proposal will not be adverse. Besides, it is not a good practice, 
tor a society to advertise its borrowers. But apart from these. tw() 
considerations, for the purpose of our enquiry an? recommendatiOns,_ 
this is essentially an <!dministrative matter . whtch can be pursued 
only after creating strong public opinion in 1ts favour. 

182. The second suggestion is that the bye-laws of such societies. 
should provide that no ·member borrowing from a society ~or 
financing production, shall sell his produce except to a ~narke~mg 
society to which the society is affiliated or, where such a society 
does 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 3Ucceeding 
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 the society because the latter can be· 
assured of an effective security and will, therefore, be encouraged 
~o meet the de~ands of its members for credit. Even if c:rops fail; 
It would be easier for a society to continue the finance for the next 
season on su_ch a b~~is .. In Bombay State the system of converting: 
the outstandmgs ansmg from the failure of a crop into a medium
term l?an and gra~ting fresh finance for the next crop has been in
opera~Ion. We op1?-e that such a rational system can be developed 
only If the charge Is made continuous. The proposal tends to gravi
tat~ around fixed property but the position corresponds to machinery 
wh1c~, when fi~ed to the ground, is considered as immovable rrroperty, 
but IS ?therw1se movable property. The legal implicatior{5 of the 
suggestiOns made may be examined further w h h · 

d th t h . . . e ave, owever· 
assume a t ere Is no legal difficulty and have therefore m d th' 
necessary recommendation. ' • . a e e: 

184 .. ~he ~our~h s':'ggestion which we have received, and which in· 
our opinion ts. VItal ts that the scope of sub-section (4) b _ 
so as to penahse buyers who. acquire the c e ext:n~ed 
We view thi~ recommendation with favour ~op tcharged to . :.'lc~etle;;. 
iuch.a provision should deter any mercliantorf wo brea~ons. Ftrstly,. 

rom uymg any crop 
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charged to a society without its knowledge. Secondly, it woul<i 
:fe,.ult in 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, 
lf 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 produce 
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 wholesome and 
requires to be retained. Since the next section, based on Section 24AA 

· of the present Act, deals with the charge on immovable property or 
agricultural societies only, we are, afrara that this particular 
provision cannot be fitted in that section. We ha,'e, therefore, .. 
thought fit to retain it in the section under review. 

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

SECTION 49-Prior claim of society.-(!) Notwithstanding any-
thing contained in Sections 60 and 61 of the Code of Civil 
Procedure, 1908, and notwith.standing 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 '¥hole 
or in part with or without a loan taken from the society by· 
such member or past member or deceased member, 

( ii) upon any cattle, fodder for cattle, agricultural or fudus
trial implements or machinery, or raw materials for manufac
ture or workshops, godown or place of business, supplied to or 
purchased by such member or past member or deceased member
in whole or in part from any loari whether in money or goods 
given him by the society, and 
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(iii) upon any movable property which may have been h~o
thecated, pledged or otherwise mortgaged by a member :WltA 
the society and remaining in his custody ; 
tb) Any outstanding demands or dues payable w a housi~g 

society by any member or past member or deceased member lli. 
respect of rent shares loans or purchase money or any other 
rights or amou~ts pay;ble to such society, shall be a firs_t charge 
upon his interest in the immovable property of the soctety . 

. Explttnation.-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 m~er 
without the previous permission of the society and such transf~r. 
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 
-void and any member transferring any 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 j;erm which may e:x:tend to 
six months or with fine which may extend to five hundred rupees. 

(4) Notwithstanding anything contained in sub-sections (2) an:d (3) 
11 society which has as one of its objects the disposal of· produce 
-of its -members, may provide in its bye-laws or may othe:rwise 
.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: Ch~rg~ on im~ovable property of members borrowing from 
certam soC!eties.-8ectton 24-AA deals with the charge on 1 d d 
't t"Jd d "b anan 1n eres m ~n an prescn es the procedure for creating such char e. 
The two pomts ~ade out are whether the system of declaration~
:the form ~rescnb~ by the Rules requires an amendment of the 
-c<?rresponding sect10n of the . Bo~bay Land Revenue Code and 
w:hether a copy of the aeclarabon 1s to be sent to th s b R · 

'The latter procedure is followed. We do not thWt e.t u • eg~strar. 
·make a legal provision foil the purpose · out We urge t~ t~e;:essarr_ let 
~- this Section vis-a-via the Bombay Land Revenu aCod. e posttlllll 

e e, may bP 



~ined. . This. declaration is in respect of lands and interest in< 
lands and such oiher 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 
_lliat, he is not entitled to exercise his right as a member. 'Ihis 
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 a1ienated 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 eoncemed 
with the provisions of agricultural credit and others in respect o! 
which the State Gov-ernment 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 previOU5 permission of the society. Since 
the facility for the alienation of the crops will defeat the purpose of 
lhe 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 ihe enactment 
of the Bombay Tenancy and AgricUltural Lands (Amendment) Act, 
1955. We, therefore, recommend that Section 24-AA be renumbered: 
a6 Section 5() 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 ~ociety of which 
he is a member 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 0\1 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 P•Irsuance of" 
the application and for all future 13dvances, if any,- required by 
him, which the Society may make to him as such member 
subject to such maximqm 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 nietnber before the date of coming into" force of the 
Bombay State Co-operative Societies Act, 1957, and who owns anv 
land shall, as soon as possible, make a declaration "in the form· and· 
to the effP.ct referred to in sub-section ( 1} and no such person shallr 
unleEs and until he has_ .made .. such .declaratio!!:, · ·be-~ entitled tO> 

·exercise an~{" right as a member of the society, · 



(J) any person who has borrowed a. loan . fro~ a ~ociety 0~ 
which he is a member before the date of the commg mto force 
.of th~ Bombay Tenancy and Agricultural Lands (Amendment) 
Act, 1955, or any other Act in any part of the ~tate and has any 
interest in land as a tenant shall, as soon as p~ssi_ble, make~ decla
ration in the form and to the effect referred to m 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; 

(4) a declaration made under sub-section (1), .(2) or (3) rna~ 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 iull : 

ProvidPd that it shall be lawful to a member to execute 
,a mortga!'e 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 
the supply of water from a canal to such land or any part thereof ; 

(6) any alienation made in· contravention of the provisions 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, created under an award made under the 
Bombny 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 the declaration 
made undez sulr.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 
B~mbay Land Rev~nue Code, 1879, the Record of Rights main
tamed under the said Chapter shall also include the particula s 
of every char~e on land or interest created under a declarati~n 
under sub-section (1), (2) or (3). 

Explanation.-For the purpose of this Section " societ " shaH 
-mean- Y 

(a) a~y reso~ce society, the majority of the members of which 
are {•grJculturists and the primary object of wh· h · b . 
credit for its members · or IC Is ·to o tam 

' ' 
(b) any society or any society of the class of s f . 

in this behalf by the State Government by ocrea!Ies specified 
.order. a gener or specia 1 
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18!:l. · Deduction from salary 'to meet Society's. · cluim in certain 
.Cases.-Section 24-A of the Bombay Act was added in 1942 and 
bnproved 41 1948 and further amended in 1954, in order to provide 
.facilities for employees' Societies to recover their dues from members 
-out of the members' salaries and wages. In regard to the operation 
. of this Section, two difficulties have cropped up. Firstly, the 
-employers are under the impression that the mere intimation 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 that 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. We, therefore, recommend a positive provision to 1.he 
effect that the employer, shall continue to deduct unless and until the 
Soci-ety 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 made". Section 5 of the Payment of Wages 
.Ad 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 pay wages. In other words, while the 

.. object of this section is to facilitate the working of the employees' 
:Societies, it has unwittingly enabled the employers to use 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 

:he 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 arrear of l&nd revenue. We consider this as a wholesome provi
sion in addition to the provision for penalties already' 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 primarily meant for the period of retirement from service 
and we do not think that societies should have a prior charge on 



Tetirement benefits. True, where the management co-operate_s _witls! 
a society or where the members as sureties of borrowers ar VIgilent .. 
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, therefor"', 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 occasion, 
when he borrows since the amount borrowed varies. It is, there-• . 
for<>, suggested that the amount as may be specified in the agreement 
be deleted. We do not accept this suggestion on the ground that the-. 
inconven'ience 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 employees under 
this section dirl not pay the societies for months together and later 
went into liquidation. We are <rlso told that in thes·c 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 such 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 
AC't, 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 proceedings 
etc., affecting employers. " 

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

S~oN 1'1-Deduction from salary to meet societu•3 clai1r.. in: 
cerl·at1.1 c~ses.-( 1) A mem.ber of a . s?ciety may execute an agree-
ment In Iavour of the soc1ety prov1dmg that his employe1• shall be 
competent to deduct from the salary or wages payable to him b 
the employer such amount as may be specified in the agreement an~ 
to pay the amount so deducted to the society in satisfaction of an 
debt or other demand by the member to the Society. y 

(2). On the execution of such agreement the employer sh 11 "f 
reqmred by the society by a requisition in writing an..., al 1 s,.,. 
th · t d t · t· t '" so on~ as e soc1e Y oes no m 1ma e that the whole of such debt d s 
h b ·d k h . . or emanu as een pa1 . rna e t e deductiOn m accordance with th 
• d th d d e agreement .. n pay .. e amount so e ucted to the society as if it !'!! · ·. 
of the ~alary, or wa~es payable on the day as' r'equJr dwe da par_t 
Paymc.nt of Wages Act. e un er the-
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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 in 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 oil-fields. 

194. Fv.nds 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 neces:;ary for . ·the 
purpose even though Rule 26 prescribes that without the sanction of 
the Registrar, no part of the funds shall be divided, without meeting 
the entire expenditure. The correct position should be that the 
dij;tribution of profits should be regulated and the division of other 
funds should be prohibited. In this sect!on we propose to provide 
for the- latter and deal with the question of profit in the follvwing 
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 remuneration 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 to a member for working in his capacity as a member 
exclusively arises, it needs a closer examination. The members are 
expected to ·work 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 a?le ~o earn 
much more hy way of honorarium than they do as rull tJm~"s£ ~n 
certain societies, the honorarium itself is treated as a pare o t e 
expenditure and is not subjected to the approval of the gene:;l body, 
whiC:I remains in the dark about the quantum of expendiLure the 
society. h<>s incurred on the services of its ow~ memb~rs. We feel 
that this aspect of the working of the co-operative societies may have 
to be inquired into by the Registrar. 

1!)(). So far as the Act is concerned, we are of the view tha~ 
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:-

SEcTIOl-1 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 llown 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 
distribution of profits and Section 42 provides for contribution io 
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 optim]. of the society and lays down that no society shall declare 
a dividenq at a rate exceeding that recommended by the Committee. 
Rule 25 amplifies Section 40 r~garding the patronage dividend. Rule 
26-A deals with the rate of contribution to Educational Fund. We are 
of the view that all these sections together with the rules should 
be properly codifieo. 

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 
?tre;tgth must have a priority over ~nything 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 
~ts business and providing for ?t~er ex~nditure which is likely to be 
Incurred as a result of the achv1ty dunng financial year. Therefore 
the defini~ion. of net profit, ~s 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 :fbr bad debts and writing off capital expendi
ture in whole or in part and capital losses incurred but not adjusted 
against any fund created out ot prpfits. Furthermore it is necessary 
to lay dqwn on the lines of existing Rule 22 that in calculi!ting 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 Fnnd. 
After these qbligations are fulfilled, a soci~ty 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· projits.-(1) A society earning 
profit shall calculate net profit by deducting from the gross 
profits for the year, all accrued 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 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 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 Fund and 
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prescribes the quantum in terms of the perce?tage 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 ~~e B?mbay 
Act with several other Acts and find that the provisron m th~ 
Bombay Act is very reasonable. In the case of ,V~dar?ha and 
Marathwada .their present Acts require that such socrehes Irrespec
tive of their class have to carry one-fourth of their net profits to 
the reserve fund. The Hyoerab;ld Act further provides that an 
additional one-tenth of the profits should be carried to the Teserve 
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 provic 
sions of section 37, as the State Government, may direct or, with 
the previous sanction of the State Government, in some public 
purpose. 

201. 'fhe provision regarding investment of the reserve fund has 
been the subject of controversy. The permission tQ use the reserve 
fund in the business of the Society is a privilege conferred 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 attempt 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 of interest. A similar difficulty will arise in the case of salary 
earners' societies. The case of banks stands, howeveJ;", 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 
app;:opriate 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 
prop~i7ty of empo_wering 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 Govern~ent to permi~ th~ u_se of the reserve fund of a society 
for some public purpose wh1ch 1s likely to promote the objects of this 
Act . or for so~e purpose of Provincial or local interest. As stated 
earlier, the obJect of the :~serve fund !s to provide the requisite 
stre~gth and _Impart stab1hty_ to the soc1ety and the amount to be 
cred1ted to th1s 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," 'etc., we are 
afraid the object of cre~ting the fund itself will be defeated. We, 
therefore, recommend that the provision regarding the State Govern
ment's power to approve mode of investment or the use of fund for 
some public purpose should be deleted. 

203. In view of the above discussion we recommend that Section 39 
be renumbered as Section ~4 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 :i- of the 
net profits of the society each year shall be carried to the reserve 
fund and in the case of any other society at least 1/10th of the net 
profit of the society each year shall 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. 

204. Restriction on dividend.-Section 38 of the Bombay Act 
restricts the dividend to 6! 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 6! 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 the 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 years. 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, therefQre, 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 .general meeting and that 
it will not exceed the quantum Tecommended by the Committee. 

205. In the case of consumers' ana 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 '~ividend, 
bonus and distribution ' require to be clarified. In Sectwn 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-membe~ .Qut of profits. of ~ 
society on the basis of his contribution ~o the bu~me~s of the soc1ety. 
As explained by us earlier in a co-operative orgamsatlon the remunera
tion for capital. should be limited. The ·case of rew~rd for sup~ort 
to the business of a society, however, stands on a different fo.otmg. 
The practice of paying dividend on the basis of patronage Is the 
sheet anchor of co-operatiQn and there is no need to impose any 
restriction on its quantum. We have alreaay provided that· eve!l. 
such distribvtion c~n only be out of profits. The section under review 
restricts the practice of patronage dividend to consumers' and pro
ducers' societies but' since it is customary for credit societies to accept 
deposits of non-members it is desirable that the p;actice should also 
be extended to such societies. The same Rule applies to housing 
societies. In f2ct Rule 25, though it seems to be ultra vi1·es, 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 
6l per cent. in any year if it has paid less than 4 per cent. in any 
o: 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 sqould, 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 y'ears 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 that 
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 
propo:al is that i! any society is unable to pay dividend at 6!- per 
cent. m ~espect o. any year, the law should enable it to make good 
the deficit by paymg the balance of such dividend out of future 
pr~fits accruable durmg the tw.o .years .im.media~ely succeeding the 
year of such deficit.. In. our op.m10n, th1s IS a fair proposal because 
the reward for cap1tal 1s restncted by the law to a maximum of 
6!. per cent. and the members should, therefore, be entitled to this 
fa1r r~ward. so long as the profit permits. The Chairman of the 
Committee 1s, however, opposed to the proposal on the d h t . 
't k · d' tl t h · groun t a 1 see s m 1rec y o convert t e maximum permissibl d' 'd d 
· t · · · · h · e IVI en m o a mm1mum one, carnes w1t 1t an element of cu 1 t· d' · 
d d t . h' h · h mu a 1ve IVI-en , a prac 1ce w 1c 1s not eard of in any oth r t d 

f · · h e coun ry an .con ers on soc1elies ot cr than consumers' producers' h - d 
f · · t' · ·1 · ' , ousmg an . armmg soc1e 1es a pr1v1 ege far m excess of what · 
jeye.Q. .by certain 'societies under the existing Rule His l?resfen!ly en
. · e Is a Taid that 
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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 ean 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 profits in order to strengthen 
this fund. The object of this fund is to facilitate 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;! 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 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- ;_hat 
year and the· dividend of 4 per cent. out o£ profits in future years 
at any time not later than 10 .years immediately succeeding ·•he 
year- of such deficit. Provided further that if any society other 
than a consumers', producers', housing or farmin·~ 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 dh'idend out of profits 
in the two years immediately succeeding the year of such deficit.-: 

(2) A Hociety may credit in any year a sum not exceed-ing 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 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 .societ.ies. pro':ided ~hat no 
resource society on a basis of unlimited liability m which the 
members do not hold shares shall pay any bonus without the 
general or special order of the State Government in this behalf. 

E-cplanation.-No society shall make· any payment und~r 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 b~ 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.-Section 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-operative Union". The operation of this ~ection 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 5f>--<?ontrib~tion to education~l fund of the Bomba 
State Co:operative Pnton.-(1) Every society which declares a divY. 
dend to Its members at a rate of 4 per cent. or more shall cont · 
bute towards the educational fund of the Bombay Stat~ Co-op t· n
Union at such rate as may be prescribed. era IVe 
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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 with 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 Bombay 
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 respert 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 gettmg the approval of the Union, and the CGUncil 
rightly turned, down the suggestion that the approval of the Hegistrar 
should not be provided for as a safeguard. Secondly, the limit of 
20 per cent. was put in the hope that societies could make their 
maximum contributions for such p.urpose. 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-operafion should nave a first cla;m on such <'<'n tribu
tions. We also opine that the 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 Section 57 
and should read as follows :-

SECTION 57-Contribution to charitable purpose.-A society may 
·set aside a sum not exceeding iO per cent. of its net profits, 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. Investment of funds.-section 37 of the Bombay \ct and 
Rule 27 regulate the investment of funds of societies. The sc<.tion 
permits investment or deposit of funds of societies in the Govern
ment' savings bank, trustee securities, shares and instruments backed 
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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t I egard to Government savings 
Rules or the State Govemmen · n rl t should be the Postal 
b k bmit the correct nomenc a ure . 

an. ' weBsu k Though the Act gives priority to the postal saVH_Jgs 
Savmgs an · . d · 1925 when co-operative 
bank it may be noted that this was· one m f b 't that i' 

~~~~fd ~e;et:eo~:f!~n~~yd~?~f~~~o::~t:~::et~ri~v~~t ~ .. d~~d 
their funds in their financial agencies. In sub-clause (c) T~. . 

·t " would mean advance and not investment. IS IS 
·secun Y · t.h d be tures or the obviously meant to permit investment m e e n · . 

· · th · t Again the obJ'ect of the p:roVISO secunty rssued by any o er soc1e y. , . . . . . . 
in the sub-clause is to permit investment m socretles ~1th _limited 
liability only. The cumbersome wording ha~ b:en srmpl~~ed b~ 
recommending the deletion of the words begmnmg from Provi
dent" to "one ". 

213. A suggestion has been made to us tha_t inves~ment in societies 
reg:stered 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. 
In this clause " the person" referred to is by implications the indige
nous banker. In 1925 when the Act was enacted probably it might 
have been necessary to permit the deposit of funds with indigenous 
bankers. The State has been well served with the co-operative 
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, how:ver, be desirable from the point of 
the safety of funds ~or the RegiStra~ to impose conditions according 
to the status of bankmg company, both in regard to the quantum and 
mode of investment and deposit. We, therefore recommend that 
after the word " Registrar " the word " on su~h conditions as 
Registrar may lay down from time to time" be added. 

215. Rule 27 further elaborates the provision in section 37 b 
stating that funds can be invested with the previous sanction 

0
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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, and 
(d) construction of buildings. The· shares of the Reserve Bank 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, vre 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 loari before it is allowed to approach the 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 RegistJ;ar'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 it would be 
desirable to discourage this type of investment in the case of small 
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 Rule 
confers the privilege on urban banks with a paid up c:apita! of 
Rs. 50,000 and reserve fund of Rs. 50,000, of at least 10 years c>ge 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 bank 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. 50,000. We, therefore, recommend that 
instead of twc separate standards it would be better to provide for 
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d 'tal of Rs 1 lakh The conditions are that the shares or 
owne cap1 · · · t · t b p nn'tted has debentures of a company in which investmen IS • o e e , • . 
t b approved by the Bombay State Co-operative Banks Assoc1a-. 
t~on e and that such investment is not to exceed 5 per cent. ?f the 
deposit and 15 per cent. of the surplus funds. The proportiOn of 
investment in preference and ordinary shares and debentures has 
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 ihe 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 st~ongly 
defended the need for allowing the urban banks scope for such mvest
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. 
~'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 
objective 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 
conditions 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 s~bmit 
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 deposit~ 
and 15 per cent. of the surplus whichever is less, it should be which
ever i~ .higher .. We do no.t, however, recommend any change in 
the ce!lmg on mvestment m preference shares, ordinary shares and 
debentures. 

221. The problems discussed in paragraphs 215-220 have to be 
tackled by r~v!sing t~e relevan~ rule. From the point of the Act, 
th.e only provision desired by u_s IS that the Registrar should be vested 
w1th powers to regulate the mvestment 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 hmited liability; or 
(f) in any banking company approved for this purpose l:iy 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 scb.eme; a· type of recurring deposit. In 1948 this section 
was amplified so as to include the employees' provident 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 fund 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 the 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 ~hould not be linked with the net _profi_t. y;e have 
received representations from the societies that audit ob]e~twns ha~e 
been takeu against them because they have bee~ . treatmg the1r 
provident fund as items of ~xpen~it~e, be~ore arnvmg at the profit. 
As the· section stands, the objectron Is. valid. We, therefore, ~rge 
the Registrar to issue instructions to auditors not to t.ake serwus 
notice of the breach pending the amendment of the sectwn. 

224. As regards the section, we find that the Provident fund is of 
two types, one for members and ?ther for empl<:yees. In the .c~se 
of the former it is a type of deposit and we subm1tthat no prpvislO!l 
in the Act is' n~cessary 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 iund should be 
prescribed. 

225. Certain rules have· been framed by the Registrar in this 
connection ; but we are afraid they are outmoded. F0r 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 ScheJ;tie 
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 Eection 41 be renumbered as 
section 59 and should read as under:-

SEC'I:'ION 59-E~ployees' Provident Fund.-(1) Any society may 
establish a provident fund for its employees into which shall be 
paid the ~ontributions made by its e~ployees and by the society 
Such prov1dent fund shall not be used m 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) Notwithsta?-ding anythin&: contained in sub-section (1), a provi
dent fund established by a soc1ety to which the Employees' Prov·
dent Fund Act, 1952, is applicable shall be governed by that Act. 1 

. 227. Power to direct atli_liation to a jede1·al 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 thei; 
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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 So~;:ie
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 salc!, (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 
Insertion of the definition of a society . called the Federal. Society, and it 
is the desire of Government tliat in co·urse of time it will be through these 
federal societies principally that the working of co-ope-rative societies of 
all types. _will be . governed and regulated; subject to such ultimate 
authority and sanction as Government reserve to themselves under this 
law and must reserve to themselves under any fut.ure 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 Government 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 are not 
sufficientli 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 faken 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 sh·an be affiliated 
to a Federal Society or Federal Societies in such manne~ and> on 
such conditions as the Registrar may, by general or spec1.al order, 
determine from· time to time. The constitution and funct10ns of a 
Federal Society in respect of which an order of compulsory affilia
tion is mada 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 diffe_rence of opin~o~ 
affecting the working of societies should not be subJect ~o ap.y C1v1l 
litigation but should be resolved expeditiously by amicable methods 
and by avoiding the nne points at law while ensuring a fair decision. 
It is, therefore, necessary while providing the machinery under the 
law 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, .(:OSts of 
inquiry and inspection and liquidation proceedings. 

231. In Bombay State the legal opinion differs in the absence o'f. a 
specific section as to whether the decision on· particular question is 
beyond the jurisdiction of courts. The Bihar and Orissa Co-operative 
S?~ieties Act, 1935, h~s a specific pro;rision in Section 57. This pro
vision has been amplified by the Onssa Co-operative Societies Act 
1951. Section 134 in this Act is, in our opinion, most comprehensiv~ 
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 fa as 
is express!?' ~ro;ri~ed ~n this Act, no Civil or Revenue Court s~all 
have any JUnsd1chon ln respect of:-

(a) the regist.ration o·f a society or its bye-laws, or of any 
amendm~nt of 1ts bye-laws, or the dissolution of the committee 
of a soc1ety and the management of the society on di 1 f 
thereon ; or sso u IOn 

(b) any dispute required to be referred to th R · t 
h . · B d . e eg~s rar or 

IS nommee or oar of nommees for decision · 
' 

(c) any matter concerned with the winding up d d. 
1 tion of a society. an 1sso u. 
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(2) While a society is being wound up no suit . or other legal 
proceeding relating to the bu'siness of such society shall be pro
ceeded with or instituted against. the liquidatqr as such or against 
the society or any member thereof. on ariy matter touching the 
affairs of the society, except by. leave of the Registrar and subject 
to such terms as he niay impose. 

(3) All orders, decisicin!l· or. awards passed in accordance with 
this Act or ,the Rules shall be fipal subject :to the. provisions for 
appealin this Act and no such order, decision-<>r award shalL·be 
liable- to be challenged, set ·aside, moaified; revised or· declared 
void in any-court upon merits or upon .an.Y grounqs _whatsoever 
except for want of jurisdiction. 

I.-A Qb 2437-8 
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CHAPTER vm. 

MANAGEMENT OF SOCIETIES. 

232. Efficient management of societies is the key to the progress 
of the co-operative movement and we attac~. considera.ble importance 
to this Chapter which deals with the proVISIOns relatmg 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 Chai>ter 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 powe_rs 
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 'lnd 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 
tht> 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) R~gistr?-r'~ powers to determine terms and conditio~s of e~ploy
ment m societies, to enforce performance of obligations and to seize 
the records of a society in certain circumstances. N~w 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.-8ubject 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.-5ection 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 annual general meeting is to provide an 
opportunity to the members to know fully the state o£ 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 21(}-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. 

:.!37. We· concede that Co-operation is m'!inly meant for persons 
with small ineans 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 

r.-A Qb 2437--IJa 
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of their society and the manner in which its business was ha~~ed 
during the preceding ·year. Unless, therefore, ele~o~ate pro~1ons 
are prescribed to ensure the. disclos~re of ~uthenhc mform~t10n to 
the members, the object of the Act 1tself Wlll be deteate~, smce. the 
members will not be able to judge the strength of therr soc1ety. 
Secondly, the days, when as Sir Malcolm D~rling d~scribed, 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, ~e 
average working capital of an agric).lltural credit society ill- Bombay. 
State was as high as Rs. 11,553 in 1955-56 and with th~ 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 sho1-1ld be vested with powers for framing the necessary 
regulations. 

239. A representation has been made to us that the period of 
3 months for holding the annual general meeting is too short and 
this sho_uld be extended so _th~t with the permission of the Registrar, 
a m~etmg can be held w1thm 9 mo~ths from the date of finally 
makmg up the accounts. We are afra1d, that the importance of the 
annual meeting will be completely lost and the objective will be 
def~a~ed by perm.itting any further extension. Even the bigger 
soc1ehes have their branches confined to Bombay State and· only 
a few. hav.e branch.es outsi~e. Ou_r en_quiries show that they had been 
experiencmg no diffi~ulty m gettmg 1n time the required statements 
of accounts, f_rom their branches. As regards others, we do not think 
that any s_o~1ety . ca~ have a~y genuine difficulty in conforming to 
the form~l!ties Wit?m th~ pe_nod pres~ntly prescribed and opine that 
for f-leetmg the difficulties m. exceptional circumstances, the Regis
trar s power to extend the periOd of 3 months is more than adeq · t 
We, therefore, do not recommend any change in th -~~e. 
provision in Section 12 (1). e exis mg 
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240. In regard· to the presentation of accounts, the present practice 
is to insist ~n 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 account. 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, 
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, 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 exceed
ing 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 manrier 
prescribed by the Registrar by general or specific order for· class 
or classes of societies. · 

ExplanatiD11.-In 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 i'1 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 
over income "·. 

(.3) There shall be attached to every baiance 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, which 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 
recommends, 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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societ/s business. The Committee's report shall be signed by its 
Chairman or any other member authorised to sign on behalf o£ 
the Committee. 

(4) At every annual general meeting, the bal~nce~sheet~ th;e 
profit and loss account the Auditor's report and rne Co_mrrutte: s 
repo:t shall, be placed for adoption and such other busmess ":ill 
be transacted as might be laid down in the bye-laws and of whrch 
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 officer c~ member of the 
Committee whose duty rt was to call such a meetmg 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
qualif.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 him 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, for 
the recovery of fines, imposed by a Court as if such fine was imposed 
by a Court. 

242. Special General Meeting.-8ection 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 mterpreled the word "may'' to mean "shall" in certain 
circumstances. In actual practice, when the majority llf the 
Comi?ittee. decides, it is impossible that such a special general 
meetmg wlll not be ~el~. We, therefore, reject the suggestion. It 
shall also be called wrthrn one mont? on the requisition in writing 
of o?e·fifth of the ~embers of a socrety, or at the instance of the: 
Regrstrar, or at the mstance of an officer of a federal society to whicli 
the society has been affiliated. · 

243. Certain ~itnesses pointed out that the requisition of one-fifth 
of. the members mvolved a dange;, of such meeting being called on 
frJVolous grounds and, therefore, 1/5th" should be substitut d b 
"1/3rd ". O~hers -?oi;'lted out .that l/5th itself was a high ceil~g i~ 
the Ca~c of brg SOCieties, especially those having an exten ' f 
operation. As regard the first poin. t we feel that srve ffareat. 0 

· · 1 ' an e ec rve m~~hor~tty s~ou d hatvhe afn opportunity to acquaint ~he general body 
Wt. 1 b VIews on e ortunes of the society Thi b · t ill b 
defeated if the existing limit of l/5th is raised. Atstho Jec w . e 
w c t1 th t th · 1 d bl b · . · e same hme . e once .e a rs au a e o Ject will not be achieved in the cas~ 
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of major societies, in respect of which one-fifth will be too big. We, 
therefore, recommend that the necessary facility should be provided 
by the bye,laws of a society. 

244. The present 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 similar powers. 
The functions of an Auditor and an Enquiry Officer ore to report 
their fmdings to the Registrar and the law does not conceive of 
independe!1t ~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 iederal societies 
demanding the meeting simultaneously apprehended in certain 
quarters seems to us unjustified. Even assuming theoretically that 
two f~deral societies wUl demand such a meeting, the officers calling 
suCh a meeting being the sam.e, can. comply with the demand by 
holding only one such meeting. We do not, therefore, recommend 
any changes 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 meeting may. not be called by the Committee. It )s 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 
payment 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 ·oe amended as 
under:-

SECTION 64-SpeciaL generaL meeting.-(1) A special general 
meet\ng 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 specifiea 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 me~D:per of a federal 
society, at the instance of the Comnuttee of· such Federal 
society. 

(2) Where any otficer or a member of the ~ommittee whose 
duty it was to call such mee~ing and w~o, Without reasonable 
excuse failed to call such meetmg, the Registrar may by an order 
declar~ such officer disqualified for being a member of the Coni~ 
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 fall 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 t!J,e 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 s-pecified by him.· At such meet
ing, the Registrar may either preside himself or authorise some 
other person by an order in writing to preside 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 uuder 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 .t? be entrusted. to .a Committee appointed by them. 
The composition and qualifications of the Committee therefore 
assume a great significance. Certain disqualifications such a~ 
default, non-payment of dues, insolvency are usually provided in 
the bye-laws. Certain societies have gone a step further to provide 
a qualifica~ion ~ re~pect of share-holdi~g. The Greek Law lays 
.a~V.:U qualifications 1~ respect of edu~ahon and training for persons 
ehg1ble to seek election to the Committee. The importance of these 
qualification has been brought home by the failure of several socie
ties in this State. We_, . ho":ever, concede that the time has not 
c0mc to copy the prov1s1ons m 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 the Registrar 
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and federal institutions to use their powers and mnuence 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 specific provision is likely to encourage unnecessary litigation. 
The object of the Act shpuld, however, be to prevent it. We note 
that the Madras Co-operative Societies Act (Section 63) and the 
Bengal Co-operative· Societies Act (Section 131) have made the 
necessary provisions. We, therefore, recommend the addition of 
two new ·sections-section 65 dealjng with the committee, its 
powers ana functions and section 66 for validity of acts inspite of 
the defects .discovered subsequently. The text of the Sections recom
merided.·is gjven below:- · 

SEcTION 65-Committee, its poweh and functions.-The manage
ment of. every society sh;lll .. vest in a· committee constituted in 
'l.CCordance with this Act, the Rules and the bye-Jaws 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 
defect subsequently discovered in the organisation of the society cr 
in the constitution of the committee or in the appointment or elec
tiOn of the officer or on the ground that such an officer 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 and: his decision 
shall be final. 

249. Power to appoint Government nominees.-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 



has, however, assumed considerable import_ance in view of the conc~p
tion of State Partnership in Co-operatwn. _The Scheme appomt· 
ing Government nominees has three aspects, VJ~. ~1) the quantum ~f 
Government Nominees, (2) their powers and pnVJleges all:d (3) therr 
liabilities. The Rural Credit Survey Committee made rts 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 
Government to make 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 
mattr: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 exammmg 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 speclal powers of 
the Government should be confined only to the loan policy and to 
matters falling within t?e catego:y of its financii!l policy and tl:\at 
Government should no.t mterfere m 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 simrlar 
views were expressed. The State Co-operative Council ,;hich dis
cussed th~ recommendations, _felt that the power of veto shouid be 
used sparmgly and that too m respect of policy matters and the 
quantum of Government nomination should not be more than one
third of the elected members of the Committee and should not in 
any c_as7, exceed three. The Bombay State Co-operative Baclts' 
Asso~Iatlon,. however, felt that ~nly ~me nominee of Government 
appomted d1rectly or t~rough a Fmanc~ng Agency would ·serve the 
purpose. On the bas1s of the foregomg discussions we presum 
that co-operative opinion favours that the Government' should ~ 
·nate not more _than th~ee representatives. The principle and no:~ 
method of the1r 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 wouid be enough to lay down that Government 
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 
Governme.nt, 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 
eiiher 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 representatives 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 point 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 res0lution 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 
dissent 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 1he elected 
representatives will mean that the society has to be .at all times 
at the mercyof 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, then;fore, recornr::ed~__:hat 
the following new section renumbered as Section 67 be ad e · 

SECTION 67-Power to appoint Governmentnomi~ee.-Where. the 
State Government has subscribed to the share cap1tal of a soc1ety, 
directly or through another society, or has guaranteed the r~payment 
of the principal and payment of interest on debentures Issued by 
or loans raised by a society, the State Government s~all have the· 
right to nominate not more than three representatives on . the 
committee of such a society in such manner as may be determmed 
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 provi9-e for the appointment, 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 authority, 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 were 
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 
l~ws of su~ervising uni~ns a!so empowe: them to suspend the mana 
gmg committee of ~ s~ciety m cons_ultatiOn with the financing banks. 
The Bombay Provmc1al _Co-operatlVe Institute has suggested that 
these powers of suspension should be exercised by the federal 
societies subject to an appeal to the Registrar. 

256. · ~he positi?n in respec~ 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 suc_h a drastic step. 

257. The next question is as to who should have the power to 
suspend. In Bombay, the State Government has assumed this power, 
but in Uttar Pradesh and several other State3 this power has been 
rightly vested in the Registrar. We opine that in the interest of the 
Cocoperative Movement and to avoid procedural delays in matters 
in respect of which time factor is important, ibis change is overdue. 
Though- the initial order for suspension might provide for a specific 
p~riod the change of circumstances might necessitate either an 
ex:te.!bion or· shortening of the period of suspensioh and this should 
also be.·orovided for. 

25~. Instances have come to light that the period between the 
suspension of a Managing Committee and the nomination of a new 
cgmmittee 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.~ both these contin
gencie$. It is also necessary to ensure that the suspended committee 
l:iands 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 
person mentioned in the suspension order as competent to take 
over the charge. This person may be either arr 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 while making a suitable recommendation. 
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259 A point to be noted in connection with the nomination of 
a Co~mittee is that where a Committee is suspended, persons 
agrc~ing to be nominated are generally r~luctant to take the office. 
If, therefore, the choice of such pe:sons. IS to be confine_d to. those, 
who possess the qualifications prescnbed m the bye-laws, 1t m1ght be 
extremely difficult to secure the right type of persbns. 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 administrator shall be binding on the society and the past 
comn>ittee elected thereafter to which the charge is given after the 
peric.d of appointment expires. We, therefore, recommend that the 
exist\ng Section be divided into 3 Sections, 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 68-8uspension 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 reason to believe that the committee or any of its members 
or any officer is mismanaging or has mismanaged 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 froni 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 soci.ety or in th~ destruction_ or misplacing of the 
record of the society, the Registrar may d1spense 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 giv 
by such person the Registrar is satisfied that th~ Committe en 

f 't b ffi . . e or any o 1 s mem ers or any o cer 1s mismanaging or has misma 
ed the affairs of the society· or is negligent of the performa nagf-
t' d t' . d 't h' nee o •Ie u 1es Impose on 1 or 1m as the case may be by th A t 
the Rules or the bye-laws or is otherwise actina in a man e l~k 0

1r 
t b · d' ·a1 t h · " ner 1 e y o ~ preJU ICI o t e mterests of the society or is oth · . 
f t . · 1 th R · erwise not unc 10nm~ proper y, e eg1strar may notwithsta d' 
th . t · d · th' A ' n mg any-mg con ame m 1s ct or the Rules or the hyelaw d.· 1 S, ISSO Ve 
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the Committee and remove all its members or remove any of its 
members or any officer from the office and dir.ect the committee or 
any of its members or any officer to hand over the charge of the 
reco1 ds and- ;properties of the society to a person or persons 
appointed py. him. ,for holding the same in custody. 

(3) .If' the COmmittee which has Qeen 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 eharge of the 
r<>cords 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 
perscns authorised by ~he Registrar as the cas-~ may be. 

SgcTION 69-Nomination of Committee.-( I) \Vhe:t:e a cornmittee of 
a society has been dissolved and removed from office or any of 
its members or any officer has been removed from offic~ under 
Sectjon 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 ang such 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 appointment : 

Provided that the Registrar may from time to time extend such 
period, _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 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 appointed. 

(2) Person or persons so appointed under sub-section (1), shall, 
subject to the control of the Registrar and to such i:lstructions 
as he may from time to time g]ve, perform the duties and 
exercise the powers of the members of the committee or officers 
of the society, as the case may be, notwithstanding anything 
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contained in the bye-laws of the society regarding :he qualifica
tions of members for being members of the Commltt~e. 

(3) The Registrar ·may fix the remuneration payable to the 
person or persons so appointed an~ the am~unt of surh remunera
tion and the other cost, if any, mcurred m the manag_ement of 
the society shall be pay~ble from the funds of the soc1ety. 

( 4) Where . a Committee has been appointed by the _Registrar 
under sub-section ( 1), the committee shall, before ~l;le. exp1ry of the 
period of its appointment, arrange for the constrtut~on of a new 
committee in accordance with the bye-laws of the soc1ety and shall 
hand over the charge of the records and properties 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 on the new 
committee and society. 

SEcTION 70-Appointment of an Administwtor.-(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 
society to have its affairs managed by an administrator, the 
Registrar may, by an order published in the 0:/ficiat Gazette, 
appom.t an Administrator to carry on the affairs of the society. 
'l'he 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 Adminis.trator may be assisted and a~vised by such 
persons not ex~eedmg five as may be appointed by the Registrar 
and shall, subJect to the control of the Registrar and to such 
instructions as he may from ti.me to time give, exercise . all the 
powers and perform all the functions of the committee of the society. 

(3) The Registrar may fix the remuneration payable to the 
A.dmm1strator and person or persons appointed to assist and advise 
h1m and the amount of I>Uch remuneration and any expenses of 
the management shall be payable out of the funds of the oe t 
within such time. or at such intervals as the Registrar rn~y 1~J. 
If such remuneration or expenses are not paid out withi th t· 
or a1 the interval fixed, th~ Registrar may make :,n orde~ dir:c::e 
the person or persons havmg custody of the funds of th · t g 
to pay to the Administrator such remuneration and e socle.y 

· ·t h h expenses m pthnc-r
1
1 ydto ot er c arges, except the land revenue, the arrears of 

e an revenue or any sum recoverable from th · 
e soc1ety as 
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arrears 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 in _sub-section (1) it appears to the Registrar that it is nolonger 
nec\!ssary _to continue to carry on affairs uf the society as afore
~aid, the Registrar may by an orde.r direct that the management 
of the society shall be banded over to a duly constituted ccmmittee. 
Upon the election of such committee, the Administrator shall hand 
over all the records and properties to the COl!llllittee SO elected and 
all acts done or purported to be done by the 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 ariy State vests the powers in the Government or in ·a :federal 
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 quaJifications for 
officers of Centra] 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 position 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 spirjt is fully demonstrated by aU 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 0\'er the manage
ment of.central banks, while the Registrar lends the services cf 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. _GoverruPent is _to 
provide funds for strengthening the capltal needs of societies and 
the financing agencies are expected to meet their credit needs in !1111. 
It is with the help of this financial ·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 .~tt~ch ~nsidera~l~ 
importance to the Executive Officers of the societies wtt~out ffi!Ol
mising the importance of the role of honorary workers. . I'he Rw:al 
Cre4\t Sl,l!YeY Co:t:nm\ttee P!l.s. r;~co~en.de<;l_ t~e ~r~~t1on. of t:ovo 
caqres one for ~a,nning the c~per~1;1Ve credit mst4ut)Q~!\ l.l<m<Umg 
r~r!!l. Gredit ~d t)leotlier for non-crecli~ ~:~oci_eties 4icll,ld~~ ma.:r;k;et
ing ap,d proces$ing. Th.e j:i;xpe:rt CWJJ.mltt~~ on t)le workmg 9f the 
J:!\lmbay Agricul_t,1,1ral J?ro4uC:e :tv.r~r~~~~ A..c~ h.?d. al~o :re<;o:;n.mend,ed 
the cre11ti.o!l e>i a. p,qol, 1U 9(iice:r;:~ m \he C,ll.-Qper~~IVe :O~p~tment for 
meeting the requ;remel;lts 0f t!J.e :r.:Ia.rket CQI!lm~t,te~s :m th!} m<\tter 
o£ e:x;eci!tive persq@el, 'rhi~ :p!!.rt!.qul.~r. <!l'~e?t Qf the ~agement 
problem. has .to pe ~a<;ld.ed at tb.e a.dPlWistr!!tlVec lev!Jl. s~ ~!!r .a~;~ the 
detailed arrangemen.1;~ · <;~re c;onc~:rne.d, but. ~h.e pJ;4J.c;tple h<\s t,o .be 
recognised by law so far as the societies are concerned. · Similarly 
it, is. neces11a.ry to Pr~cribe t)le qua.Wi<;ll\iol').& (>.f, tl;!e p.ersopqel. 
Obviom;ly no A..ct C<!ll P.J;~~<:ri'Qe t,he qu;UificatiOAI! in <Mil.il a.~d, tl~~e 
IXlll~t b.e J;elega.te<;l to the Rules, 

2(i~. so tar as tl).e Act is concerned, we are of the V~E!w th<:~ii · it 
~hol\ld. e17Jpower: the. ;R,egist,r~ tq prescribe the ql,la;lifiqatiQr;iS: for the 
cl,U'ferep,t typ~S: e>f persorin.el requi,r~d by societies and to depute 
perso~s to societi~§ whiph aJ;~ nQ~ ~11 11. position ~o ~~C:\Ir~ a_ q >.~alified 
perso~. In making t.\lis reeon:\!7len4ation. w<;~ <;iQ nQ~ w~r>h. tp J;estrict 
tJ,~ R.egis~rar'& fr~edc>J;I1 of c;hoic~. · 'r4e R.~rll.l Cre4it. ~u~y 
Committee had recomm.e~ded ~hat. tll..e pe>Pl oJ:. 9fflEJers fQr. · co~ 
qp~ra.th-e cred;t societies ~!wul<;l be creat~q by th~ St<!~e CQ-Qperative 
;Elll.rik while ~hat for non-cre4H ins.tit~tions. i:lholild, l!~ ad!Jlinis.tered 
br tl,le St.!!~~ Gove~p.roent, 'rh~ GoveP.Jment 0f ~.ow.P.IIY h<l.s, h.QW• 
evei\ favQured· t4a.t b9th t)l~ poqls s.hol,l],q "be Cre<!~ed_ in. the State 
Ce>-o.Per;~tive ~arik, ®t ~o tm.al 4eci~iqn has be~n rea.c;hed on this 
subject. Bec<~use <>! tl.!i~ UI,l.cert'!inty and for re~QI;l!t. sta.ted earliev 
we. think it would be, _prop~r to. leave th~ det<~ils. 1\bO~t. fue mode 0£
J;ecruit,mep.t, ~tc, fQI! adllltn.mxativ:e. . deei.sio!Jo. ' Th.~;~ cn.Iy eo.ntrO.. 
v.ersii!.l ~.olqt. i~ fui~> co~te;.;t. i~·- wl,leth~r ·the appowtment c!. Managers, 
etc.; sho4ld Pe ~l,lbjecA til appre>val e>.f the R.~gist~ar. The official 
viewpoint. iS: tha.1; tb.il:l sl!oul(! l:!e so- in the case of societies .to which 
thl\! State. GQverol7le!lt. ~xte.M;;. li.nanciai ~sisti\P.ce in, tile. shap.e of 
$hare ~ap1tal 1 le>~tn, ?r '!PY ot.~~r ~~rm-.. Th~ co-o~era~~ve. opinion .in 
$t;~.te ~-~ I!C>~ r~c;Oll::c!le<;l. to· 1;h1~ v1ewpomt ~m the gr9und that it is 
th¢. ~nmaq funct<on. of_ a .soc1ec~y. tCl- ~.ow * Q~ !J:1.wrest and· t6 
apP9mt. such :pets~~ts. as m * o{>IPIQn. are compete~;~t to serve 1·t· best··· w e.--sh.are. this view,: - . . . . , . - . 

. . ;64. ~. v.iew Q~ the atwve; w~ · reeom11_1end that the law should 
~!l1Powe!i the R.eg1~trar to. p~sc;pbe · qual~fieations reql:lired · by the 
oe.rsonnel and to. direct a. soelety . .to appomt a person of h. · -... · · 
~- 'f .. h •t . bl t · IS CL•OICe on y w en 1 IS una e o appomt.a .nualified person ·Th·· · . 
tl t . 71 t d b · · .,. · · e new secon, sec 1on , sugges e eloW provides for these two. matters. but 
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e}{eluQ:es frorn its scope the requirement ef getting the Gove;rlWl~nt's 
apprp\'al to s~ch, ·appointme~ts since .the prin:ciple. ... ii:\v,o~V.ed·.ciil:s;at 
the· :vi!ry root of Co-operation. 

SECI!"'IN 'll....,...ApJW~ntme7~_1l of Manage-rs. . S~cretartes: lffld. q~h,~r 
effieers.~(l} No.. soci~~. shall. appoip.~ ~ .Ma.nagl(r,, S~<;retai:y 'IJr 
Accountant oi, any other'·o.f:'ficer Unless he holds the qual:Uic~~Wis 
) . '- ... ._ • i . '; •. ( '. . • • ·' ,' ' ·, ' • : •• 

which. the· Re~istrar may. ·p.rescribe .from tun~ tq. time:JoJ; ·.!lie 
employees or· a, class of employees· ot a~y :so<:ie.ty. ~ E:la~~r 'Qf 
society.. · 

(2) Where- the Registrar is' satis.fied that a society is unable to 
appoint a person so quaLfied as a Manager or Secretary· or. :im 
.Acc:o.t.mkal).t o.r . My o.tber Qffl~e.r;. h.e ma.x girect the $Pciety to 
appo)nts.u.ch: :v~;rso.n: as: he ro.<~Y. col'.lsider fit. for' being appciinteli and 
o:o, su~. te~ a$ he way deem fit and the soc.iety shall be hound 
t!i> <lPPC!IDt. such a. nerson. 

26Q. 1/.egis,trar'~. power tQ. determine t.erms qf employment ln 
Qociet5.e~;-The, ~€,lat~Qns. between. emplqye.es and eiJipio¥ers. · ~e 
<l.etermin.eQ. a,t. pre.s~~I).t, · u.nder tl!~. :Wdur>t:r:iat · ~elatl<ill.s Agt ;~n9 tli,e 
lndus,1;1.illl Di$tt'!s. Act',: Tlfere are alsq' &e.veril.l qthe'r Ia.ws in :fo~e 
aff~ctin~ ih& rel<Jf~(;)M. . Th¢ Jl'actQii~ Ac:t, t:e~lilt~.s iaJ>(Jiir:: ¥1 
fac~o:ri~s,: ';l'hi:· W<l'!'~e!.l,'S, · C.om!lensatio.n' Act pr(!~ide.s foJ;: cQmP,ef
!!ation. t<;t workmen fqr hazal:<l.oua wor~. The· lnd~an. 'l'rad~ VlllOIJ.S 
Act, se~~ii tq. , safeg~aJ;Q. and promote: ~he · leg;~tiroate mtere.s.ts. bf 
worke.rs by p!'Qtec.t~Q.g the.m fro;rl c.i.v.U ap.Q_ criminal liability :fqr 
the.~ a.ctiv~ties, ' r,p,~ P.a.ymeJ.J.t oJ. Wag~s Ac.t ~s inte:nded to l:e.gWate 
the p'!Y,l;r.l.entof w11~es tqc~rta4l ¢la.ss.ea of pe.r,sqn~ emp;4>yecl ~m 
'lndu~>tli~. , The · MiniJ:nuJ;h Wages ·~ct s.eeks ·to secw:e. the '~l.f<U:e of 
wo:t~Ein :ln iii <;ompe.t~tive··mad~:e~ 'Py ftiing the min.i.m).lin lnnit'llf 
wages,. 'Th~ Emplqye.e~ :Prq;vi4ei'J.ff~nds A<;t. ~ desilple<;i..,'t;o·rtrt<l~ 
p~:ovi:d.e~Vf);Ulcr c,(®JitU,sory f.or e,J;IJ.Ployees w c~rtam qategQriej:·: kif 
indust).ieR. and. to proyfde for the a.dmWstJ:a.tion of §UCh. funqs, · 'l'li.e 
Employ~~~: ~t~te.·lWJur~c~ Act. gives i:.fl;ect tq the $.tate ll;ls\tr:iriCe 
E.lchem:~· for wo~;~et:s. Ee~id7A. there .~s ·.the· B,gmbay. '~op$ ''Jintl 
Estabbs.b;n~n.~-a .A.qt; ;md sm~nlar la.ws: m th.e ~Qmpo~en~. ,parts elf 't!je 
State for· regUlating· the working hours,. holidays, etc.~. iri ··:respect'' of 
~hPP 1\l;sist.anw. 

16o:.·· ·With;·~~ gto,wth Qf'the. ~Q-9pe:rative movement fb,e, prol;i11!tn 
of ~e. :ee.Iatlo% Be.tw.ecq. soetet,i~s anc:I' t!J.ei~ -~mplny.ie~· has' 'aisciTilei:I 
~gnific.¥n~ . .e\ 1\lv~ a _$oci!!.cy !IS, <u:i. :e.mplojeJ; can~& 6biecFt9- f;egi~
la.tive m.E)a~iir~s d~signed:to give a ~ir deal1o the ~l<i:Yeefciinslst
~t wi~b its·J<<~YiJW.~pac:it~.~ ~t¥9ugJX'th.is'~i'o.oa,lfr jti;~e£f:~n~ 
mdu~>tt~at trolrlem;caJ;l.n,ot be Ig!l~r:ea •. ~he·£;rcf rel!lams'~l3<~f.soei~ti~ 
as- en)plpye.i;s stllud 9~· a !ootiri~' dl~e!~nJ from jqint~1:~¥.:coVip~Al,i;7; 
an4. ?~ll~:v pr<i~~et,al'3-':. ~:o~ce.rn,s.. -~~ ~~ fii:~!lY, b . .eeaus~, ~n .t_!ie~c~ll~Jlf 
socteues,. ad.n:Hm$U'ativa str~ngth:' .JS· ID.iimly· _pr.Qyicle.d · .PY'. ·the'· :mlmlbets 

'L-A Qb 3437-'9a 
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themselves. Secondly, the societies have no_ profit move. . Third~y~ 
the employees themselves can become a p~rt_. of the employ~rll by 
enrolling. themselves as memb.ers and seize_ . the OI:portumt~ 9f 
participating in the management and in the benefits Which a socaety 
might provide for its members. Finally, it may be noted t~at :w~er~
as joint-stock companies and proprietary concerns a~e capital~stic In 
outlook societie~ are socialistic. In regard to the paymg capacity also 
the st~dards differ. A society essentililly belongs to s:riatl me?- with 
small means and though there are certain exceptions, by and. large, 
the paying capacity of societies cannot in any way be compare~ with 
•that of capitalistic. concerns. The Constitution of India recognises 
these characteristics of societies. 

267. These eonsiderations demand, in ,our opinion a separate treat
ment for societies in respect of labour laws without. sacrificing the 
legitimate claim of the employees in the co-qperatjve movement of 
a fair deal to themselves. Obviously, therefore, even societies have 
•to conform themselves to the basic laws in the country -though in 
·doing so they might experience genuine difficulties. Thus · -for 
·instance ·no society is, in our opinion, entitled to seek exemption from 
<ibe•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, eertain basic 
difficulties are experienced ·by societies. Thus, for instance, a credit 
society has to provide working hours to suit the convenience of iis 
members and even though the aggregate number· of !).our&· 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. 
True, additional temporary staff can be engaged,. but the· nature o£ 
work i& such that .it cannot be carrie!! out by such staff. Since the 
operation. of the Act has .proved · restrictive · to th~ groWth of 
co-operation, we urge the Government to examine the problem. 'l'he 
subject matter falls outside our terms of reference and therefore 
we are unable to make any recommendation on the Shop Act. ' 

268. The P?sition in :egard to Industrial Disputes, however, 
st~n~ _on a different footmg and we are _of t~e ·"iew ~hat this is 
w1thm the 6cope of our terms of references. The subject -matter has 

'been ~resently covered bY: Sectio_n 54 which empowers the--Registrar 
to de~de or to _refer to h1s normnee for decision -a disputo~ .between 
a · soc1~ty and hi;s employees. The .. _question then is. whether for 
resolvm~ such disputes the ~mbay Co-operative Societies Act <should 
be applicable or ~e Industnal -D~sput~ Act.. Until recent1y the 
latt_e:c .Act was not_ mvoked for settlmg disputes between,~ocij~ties'l!nd 
~eu: C-!fiployees .. _In -a recent .-~ase, __ howeyer, .-the -Ron. Mr.-•Chief 
:rust!Ce Chagla held that because the relevant notificati<m m~king the 
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Act applicable to the Banking Industry did not specifically exclude 
co-operative banks from· the· operation of · the Act, · it was to be 
presumed that that Act was applicable. 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 Commissioner. 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;~tting less than Rs: 300 comes within the ~cope of.-this Act 
and "in small banks even . the Manager does not · get Rs. 300: ·As 
a restllt ;: society can: be pitched up against its own· Manager..: The 
a"iithorities under the Act are the Works Committee, the Conciliation 
Officers, Boards of Conciliation, the Courts of Enquiry, the- ·Labour 
Gourts, anti Tribunals. In effect a society coming within the purview 
of the Act has to deal with all these authorities. We submit that the 
growth of Co-operation will be hampered by bringing it within the 
purview of the· Industrial Disputes Act and the Industrial Relations 
Act arid even justice to their employees may be delayed . 

. 269 .. Disputes between employees and employers rehite mainly to 
terms ami conditions of employment and we concede that an impartial 
machinery for settling the dispute is necessary. The Acts contem
plate special type of machinery. In case of societies, the Co-operative 
Societies Ac.t has been specially designed to simplify the law, to save 
expenditure ·on litigation, and to . place the matters relating to the 
working of societies beyond the jurisdictiop. of Courts. Tl:iis has been 
done by vesting the powers of the Court in the Registrar and provid
~gmachinery of arbitration for the settlement of disputes. At the 
.E!ombay Act stands today, employees can refer their dispute to 
Registrar for arbitration under Section 54. We hope· that employees 
will not allege that the. Registrar will be partial to so<_:ieties. · We, 
therefore, recommend that disputes between societi~s o.nd. their 
employe~s should~ be resolved by the Registrar or his nomip.ee only. 
The Madras Gonm'littee· on Co-operation· 1955-56 has also· taken 
a. similar .view and recommended to the Government. of !l!fadras to 
exc;lude disputes touching the busmess of societies between asociety 
arid its employees from the scope of labour legislation and 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 rules for· governiD:g the terms of employment .and. wc;>rking 
conditions for different classes of society should be framed by the 
Registrar. To _serve these ends, ·we recommend a new Section
Section 72-as below :-

SEcno:;,ii 72-RegistTar's powe-r to determine terms of employment 
in societies . ...:....(l) The Registrar may from time to time frame rules 
governing the· terms of employment and working conditions· in 
a society· or a class of soci_eties and the society or the class, of 
~eties; to. whjch such, tllrm&. ol e%11P.lp.Ymflllt ;md_..of W<:\IIIOOg 
,conditions· are app1icab1e .Shall. comply WJ.th the order that m;cyo 
be issued by the Registrar in fuis behalf. 
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(2) Where dispute inclUding a dispute regarding te:~ll'-:.hoiemploy~ 
·ment, ;working 'conditions and. disciplinacy actum· ·:taken ···by 
:a· society arlses -between a society and its .emplo;yees, th~ .Registrar 
:or ~ny offieial appointed by him .not below- the· rank of As~1st~nt 
-.:Registrar. shall decide. the dispute. and his decision. shall be bmdmg 
·lOJi. the l;oclety end.l.ts employees! .. 

~·~·7ik ~egistrai"'s p(}U)ers to enforce performartce of (\bHoations.:-
Rule i'i framed under the Bombay Act enitiowets th~ Registrat 'to 
order a . ~ociety to submit. statements and .. periodicaJ .. ret.urn·s of . 
r~eip,1;s and di.SI:>tirsement on such. j:late and in. such :arm as he. m!Jy 
p~~:s.cribe .... Rule 17.A empowers him in case .. of failure by society to 
st4-!>~1lpmy ·statement or maiptain. ~ny l\~c'Ount or b'o()k's as pres
c(1l;leq, .t0.· .d!!pute .M officer of the St. ate Gove. m~el1U.?. :P;I:ep:ate.\he 
nl)¢essa\'.l':statement, etc.;_ at the EIXpense ,of the~ ·'ocrecy and sUch 
el(~ens¢ shi!U be. recoverable from. the _society .as tecovezy. of funds 
dUe to Government. . In this . context. we l:>eg;to j:ioiii.t out that 1; 
would not be.eq_uitable to penalise a societY, for the fauh 'O'f its o.ffice
b~~rht, £inte the real culprits are the latter. Therefore, 'the -cost 
sMtiiu be recovered from the officers .. Both tne Rllies ahHHso 
r~ttie~ive ·iii theii: scope inasmuch as the Regist;tar h~ no power to 
djrect i!, soCiety to_ 'talte action in other matters. It Ms been bh;mght' 
to our notice,.,for instance, .that arbitration proceedihgii iil test1et:i of 
r~Ct)vei'y' of dues are not instituted in time ana wll.ere ·me awards ate 
oQta-iMd,. theY. are. not promptly ·sent 'fot execut!en; The arih of 'the 
la\V .ha!lj tliere:fore, to be extende<L 

·~?i. : VIIi firttl t1Jat' Se~tion .129 of the Bengal ·co~ope~-ati'le 'Societiei'> 
Al:t, 11WJ, :is cM1prehensive. It. (!ovets the failure of bfficers ln respect 
of~hy :~ct'iui:'i which a set!iety ·is requited to fake 71fu1:\er thi! Act, the 
RUtelj ah!l th~ bye-laws and :requirell the ·off.icer guilt:f o'f ne~ligen,t:e .r& 
pa'y. :.~? \fie, a~~ets ~f • t11e stlciety .. C?ffipei\S~tion .. hi s~Mestipg- · Ult! 
r11nawmg -section, we have; takert note of the provlsitliis m. the existing 
Rties Wi~e:r .-the 'BoJ!lbay Ac~ ahd 'tlie rt!l~vant !lectlim .in· 'tne :Bengal 
A,Ct :· A,S·:.a :result we tecoMrnend that 'thE! 'folloWllig n~'W ·sectii)B •lle 
addeffi---

SECTtoN· 7s--.Registrai"'s power to enforce pei-Jo'IW!ance of obiiga-. 
ticnts!~(1) The. Registrar may direct atLy .. sG"ci\<!ty or · class' of 
soc~ties ~o k~ep ptopet btJoks ·of acedunts ·with :respeci to an sums 
O:Linon~y received and eXpended by the society and the ~atters 
in respect o~ which the. receipt and expenditure_ take place; an saies 
aM j)UI'ch'ase~, l;lf ~tiotls by the so:cJety aha ithe as~ets lmd IiaiHilties 
:¢!. t!~e _llo~ie~y ahd to l~tmsh. sue~ st.i:~:~eni's a11d retu;n.s~ as he ·may 

~~~~.e ~:~ !i~.e, ~o'?m~!'~~~:'~c~t~r~ffi,:~r~·oHhe-,s~l'~iety 
~aifb~ .trt:nlml t1n.omruy wtth h1S''Il1'.der'Wjthirt th~ pemd''Stlifcfffiid 
lliereih. 
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(2} Where any· society is required to take any action: under this 
Act; the .Rules or th~ bye-laws· or ~o· comply: with "the order made 
under suo-section (1), ·and such action is not taken-

(a) within the time provided ·in t4is fl.l!t, the ·Rules or the bye
laws, Or 

(b) where no time is so provided, within such time, h'aviiig 
regard to t)le natw:e and extent of the .action to be taken, as 
the Registrar may . ·specifY by notice. iii \vtiting; the . Registrar 
may himself bi- through a person .authOrised· by him tali:e such 
action at the exp·ense of .the society and such expense shall oe 
recoverable from the sbciety' lfs ii it were · ah ·a':trear of l~d 
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 
e_xceeding 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 taKe any 
other .action which will ultimately result in. p~nalising 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 
tte order thereon. This unsocial activity can only be curbed if the 
Registrar is vested with powers to seize the records, 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 past few years among such officers,· 
we recommend the following new section:-

SECTION 74-Registrar's pawer to seize records, etc.-(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 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 
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 which may extend to Rs. 1,000 or both. 
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CHAPTER IX. 

AUDIT, INQUIRY, INSPECTION ANb SUPERVISION. 

273. Audit,. inspe,ction and supervision are~he methods whereby 
a constant check is maintain€d on the operations of .and policies 
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 stat11tory inspection in 
certain circumstances. This statutory inspection together with en
quiry, is· usually a prelude to taking .action 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 a5c 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 
ogt-side our terms of reference and we have refrained from making 
any specific recommendations thereon but we hope that these will 
be examined by the Registrar ~ince without an effective solution for 
them the legal provisions will not serve their purpose. 

274. This Chapter seeks to cover different aspects of audit, inquiry, 
inspection and supervision. 'fhe 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 report and penalty for auditors. 
The scope of the sections relating to ln5cPection 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 Audj.tors. 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 var_ious levels, but th~re has ~een n~ unanimity on the 
solution to· the prob1em of ensunng efficient, timely and speedy 
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audit. So far as the law is concerned it fi_xes th~ responsi?ility. of 
statutory audit on the Registrar and has given him _the. discretiOn 
of auditing the accounts himself or getting_ them a?dited by pers~ns 
authorised by him. For the purpose of our enquiry, therefore, .• he 
merits of the differenragencies are irrelevant. We have~ :thereiexe, 
refrained from examined them. 

216. The law requires that the acc9unts of a society . must ?e 
audited once at .least in every year. It may be that a.udit once m 
a year may not necessarily relate to the financial year of the ~uciety 
and may not be completed before th~ accounts are presente~ to the 
annual general meeting of such society. We, however, :>pme 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 society 
wlth a working capital of 1,00,000 rupees and more should not 
experience any difficulty in appointing such an auditor to F udit 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 ~xempting 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 evil. In any case-, 
the tendency to present unaudited accounts to the annual meetin<> 
has to be curbed. We, therefore, recommend that section 22 (1) of 
the Bbinbay Act be deleted and a new section-seetioii 75-c- be in" 
setted as \inder : -· 

,SEC'f!ON 75-Audit and audit f~e.-_(1)· The. Registrar shall by 
himself_ or by some person authorised by him in writing by general 
~r special orde_r in this behalf audit the accounts of every society 
once at least m every year and shall recover from such society 
such fees as may be prescribed. 

(~) Nohvi~hstanding ~nything contained in sub-section ( 1), every 
socie~y ha\•mg .. a workmg. c~pital of Rs. 1,00,000 and over shall 
appomt an Auditor to B:udit Its accounts fo_r the financial year and 
the ~~por~ ~: s~ch athud1tor shall be placed before annual general 
mee. mg ~ .owmg e completion of the · financi,al year, The 
Reg1~trar may, however,, f~r reasons stated, ~n .the order, exempt 
a society or a class of soc.eties from the proviSion of ·sub"section (2). 

~77. r~~ers ~nd Duties of Auditors~.......;s~tioh 2:1. of the .Bcimbli: 
Act. t9_wli!ch:~ reference_ has been made ih the.precedin· · ·r ,., ..... Y 
lays down .llia.t ·the aud1t shall include an :\jjcilri:Jifiati· 'o·ng par·· '~~~daph 

. 0 · .. over ue 
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debts, if any, the verification of cash balances and .securities ~d a 
valUation of assets and liabilities of the ~ociety. The same. sei:tion 
lays down tha't the Auditor shall have free access to the J::>ooks, etc., 
and. .. the Directors, Managers and other officers of the society shall 
furnish him all information T.elating to the transactions as he inay 
require. The auditor has also been empowered to suminon at the 
time of hi~ 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 liabilities 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 danger ·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 
oe ·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 l:lw, 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 necessary for the purpose 
of 'his (it.ities as Auditor'' whereas the Bombay Section mentions 
speci.fi.eally about the " books, accounts and vouchers of such society 
and cash balance and securities"·. We ha\"e, therefore, retained the 
provisions in section 22 ( 3), while proposing the following 'sectilm, 
section '16, in place of section ·2-2 iF· 

. SECTION 76-Powers and duties of AuditOTs.-(1) The Registrar 
di:'. imy person appointed under section 73 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 requite the production· of 
any .book or document nilatillg to f.he 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 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 
transacthm o{the society ~r the management of its ~airs. 

(2) Every Officer, agent or servant shali furnish to tb@ Registrar 
or any other person appointed .to audit the accounts of a society 
under section. ?5 (1) ~ll such information and e_xplanatiort 'as. to its 
transactions and working as the Registrar or such person may 
requ!re. The Committee of ~uch society sha11. also supPly him 
a llst of the assets toge_ther with ~heir value eertified as Mrrect. 

(3) :An.y ::qfficet; agent CJr sirVant failing to eoinp[y. with: the 
i'eq~it:e~nt]; t?f. ' S]lb-;sl!c;ti9n '(2) . shall.lle punH!ha9le. With ~ne 
which· mii¥ -extend · t'6 · Rs: .. 1:00: 



140 

(4) Th auditor.appointed under section 75 shall ha":e the l'ight 
to recei:e all n:otices and every communication relatmg to ~e 
annual general meeting of the society and to attend sue~ meeti~g 
and to be heard thereat in respect of any part of the busmess w1th 
which he is concerned as an auditor: 

278. Auditor's report.-An Auditor's rep()rt in respect of co-opera~ 
tive societies has been the subject of a good deal of contr~versy. 
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 Allditors'. r~port Shoul~ b~ read at the 
annual meeting. In the case of societies the Aud1tor s report pre
sently made is so elaborate that it contai?-s information rel.ating 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 acco)lllts. Section 227 of the Companies AcCoeals 
with the Auditor's report and in recommending the following section, 
section 77, we have drawn heavily on it. 

SECTION 77~uditor's Report.-(1) Auditor Shall . make 
a report- to the members .of .the society. on the accounts examiiled 
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. t~e repor~ shall state whether in his opinion 
a~d to the _best of h1~ mformat10n ana according to. the explanation 
g1~en to ~un, the sa1d accounts. give the information required by 
tfi1s Act m the manner so required and give . true and fair view 
(i) ~ the case of the balance sheet of the state of the society'~ 
affairs as at the end of the financial year, and (ll) in the case of 
profit and loss account, of the Pl'9fit or loss for its.financial year. 

(2! The Audito~'s repo~t shall also state (a) whether he has 
obt~ed all the mformatl?n and explana1;ions which to the best 
of hiS knowledge and belief were necessary for th urpo f 
h. d't (b) h th · h' · · e P ses o IS au 1 , w e er, m IS opm1on proper books f c t · db th ·A Rul · ' - o a coun s-as requ1re. y e c~, es and .. the ~ye-laws have. I)~ kept b 
tbe spC!ety so far_ as 1t app~a:s from ,the_ ~amjnatiQn of tho AA ik Y 
and (c) whethe:, the soc~et1es' b~e~ $~t. ®.ci..:pr.oru:_!a ~:~ 
account dealt With by the report are m agreement With th · b ·iks· 

of accounts and returns. e oo 
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(3)· Where any of the matters referred to in sub-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 me.mber 
of the society. 

(5) In addition to the report referred to in sub-sections (1), (2), 
(:1) and (4), the Auditor shall suhmit a memorandum to the 
Committee 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 appears to be contrary to the Act, or the Rules or the byelaws, 
(b) every sum '-"hich ought to have been but has not been brought 
into account, (c) the amount of any dificiency or loss which appears 
to have resulted 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. 

·2.79. Penalty for Auditors.-The present Acts do not, p:-ovide for 
penalising the auditors if they fail to discharge their duties.. Auditors 
are considered watch-dogs and their certificate is liable to misg!-lide 
the members of a society if it is not warranted by fa.cts or if it is 
not warranted by facts or if it is based on inefficient audit or 
incorrect information. In the course of our enquiry we have come 

.across numerous cases where the Auditor's negligence in discharging 
their duties ·has resulted in preventing the members from taking 
timely action against the losses to tqe sopiety. True, in the case of 
profe5sioual 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 
witn certain provisions ·in the Act. On the same basis, we 
recommcfia that the following new Section, Section 78 be added:·-

SECTION 78--Penalty for Auditors.-If any report is made or any 
.doc.1ment 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 to Rs. 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 io the notice of the society and to the federal society to 
which such ·a Society· may have been affiliated. Furtliermore it 
empowers the Registrar to make· an order directing the society or its 
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ifi d - th der to· remedy 
officers. to take such action may be ;sJ?ec e .m .. e ~r tlfyi'n<>- +he 
the defects within a sEecified pepod. ·t~~e ;~~ ·O ~o~~ty which is 
defects should really be on the comm.I ee o . e 80 . . <.h :Sengal 
r(<spon~iblc for the d!lfects. From this point ~ectJon . m. ~ue . 
C.o-operative Societies, /l,ct is m:ore: appr:opr1ate., At the s'!m~ time 
it is desirable that a federal society should kn:o~ t?e dete.cts. ~o.)hat 
it can exert its influence for the purpose of r:ectif:,:mg the~ In ,Ime. 
Moreover we consider it necessary to arm the Registr·;tr -..yith-po_wers 
to take steps. to have the defects rectified where the so~Iety fa*. to 
do so and t9 recover the cost thereof from the offic~r.s £_ailing to. reetJfy 
the defects; We, therefore, _!ecommend that.t~e ex1strng S~ct~on?2A. 
in the Bombay. Act ·be ·deleted and the .follo'!l'lllg be 3Ubstituted ··-

SECTION 79-Rectification of . defe~ in accounts . ..: (1) If t~e 
result of the audit held undel' Section 75 discloses any defec~s m 
the working of a society, the society shall within three months · 
from the date of audit report, explain to the~ Regist!"al'· the defects 
;or the irregularities pointed out· by the ·auditor;and take steps to 
rectify the defects and remedy irregu~arities 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. take such 
action, as may be specifie;i, in order to remedy the C.efe.ets; witl$1 
the time specified therein .. Where the society co~erned. is 
a member of a Federal Society such orderr shall. "be made: a£.ter 
c.onsulting the Federal Society. 

( ~) Whe:re the society tails to rectity the defects as directe<i 'by 
the Registrar or to the satisf.a.c.tion of the Registr<~.r, th~ Regis.trru: 
may himself take steps to have the . defects' rectllied. anQ.. m~~oy 
recover the cost thereof from the office.r or offi.cers of ~.u.ch so~;ie.~, 
who in his c;pinion, has or nave failed to rectify the 1efects .. 

281. Inquiry by Registrar.-Although t~ machinecy: fon:n<~blil}'g 
the members to secure material in.J:orination reg~;~rding the 1;1;(€aifS· of 
their society h;~s been provided,. occasions arise when a mlJiJ,~i'~ty of. tbe 
members fails to secure the necessary info:nnaUon.. ·A set:tion w~s 
incorporated ln the Act of 1912 on the lines of the the.n provisions of 
the Indian .Companies Act. Cal\rert in his book.· "The, Law and 
Principles of Co-operation" (Page 140), · explains : "TbJs right to 
an :nquiry is .in~portant for the maintenance o1 the prfncf]:ilEl of 
eq~1table assoc-IatiOn, .. ,., .... ; .• :,. The. idea ~f: obliga~ory· j!).Spe.ction:. by 
a ·l).igher authority is now ev_erywhere approved. 'l'he dtfflculty is 
to get people to agree respectmg· the shape· which such inspection is 
t? take ............... The worst method of all is that entrusting inspec-
~Ion b•the Government, by m~ans of inspectors to be ·appl;linted' by 
Lt..., ....... :· .. The pro_per . authority . t() earry ont : inspectio-n :in all 
co..operahve banks ls Without questi9n a union· of' .co-operatiVe bal;!ks 
of. th7 same, ordel' ... :.;L, .. _. .. T~ere-ean be no·bett~ solution of-the 
quest1on·.tban --a .law· making ·!pspeetien-· compW..setj-:~t permitting 
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inspection by r~cognised unions, and placing inspection. by Govern
ment ()ffi\!.ers cnly in reserve.. To this ideal the . Indian system is 
gradually, C)iming. " 

· 282. The system that has been developed since Calvert wrote. ~ 
that the financial inspection of a society is done by its financing 
·agP-ncy under its bye-laws while the Government inspection is ana
logous, . ~o the investigation of affairs of <:<>mpanies and ~. ~hE~re
foxe; regulated l;>y the Act. The former is of a routine nature ; that 
·latter j$ resor:ted to oP,ly when t!lere are complaints of grave errors. 
In the case of ·the latter form of inspection; a distinctlvn has b~en 
·drawn between an inspection order at the instance of a creditor of 
a $oqiety, and an order on the requisition of the society, Oll the. applicll.
tion of the majority of a committee and on the application of the 
one-thh:d me~I:Jers. of the society .. '!'he former has be.en dcst'ribed 
a$ inspection of books of society and the latter as inquiry by 
Hegistrar. We propose to deal with enquiry first. . · 

283. Section. 43 of the Bombay Act derived from Sect10n 35 of the 
Act U of 1912 and dell-ling with. the enquiry by the Eegistrar preg... 
cri.bes that the Registrar may hold an enquiry on_ hi!! own initiative 
and shall hold such an enquiry on the requisition of a society duly 
authorised by the Rules in this behalf, on the application of a majo
rity of the. committee of the society or on the application of 
one-thirg 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 (~} (q) a society duly authorised by rules made in this behalf to 
IUa.l$:e su.ch. I·eq1,1isition, in respect of one of i.ts member<>, such memb& 
being itself a society can requisition such an enquiry. This covers 
all federal societies. We are, however, of the view that this right 
should l>e conferred on a federal society only in respect of socit•ties, 
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 
US!lllllY exercised when one Committee ~s 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. In 
such a situation there is every danger of the power being misused 
especially wher. ·the Registrar has no· discretion to refuse sut·h 
a: demand· for an enquiry. That is why probabl:'il' the word 
"majority'~·was used. We, however, visualise a situation where the 
nlinority in a ·committee might not have been satb'fied with the 
manner-in Which the- society's affairs are conducted by the majority 
and would, therefore, like the affairs to be investigated. . There i.9' 
no farility, for this purpose except to approach the members and to 
eiilist. .the , support of a third o£ the members. We, · therefore; 
:t~comtneljd. .tha,t the. word "a. majority" should be replaced by the 
words·." twO-fifths. qf. lhe 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 financial responsibilities 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-operative 
movement in the former Hyderabad State. In Marathwada whicli 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. Su~-section. (3) r:quires all offic.ers and members of a society 
whose affairs are mveshgated to furnish such information in their 
possession in rega~ to the .affairs of the. society as the Registrar or 
the person authonsed by him may reqUire. The section ·deals with 
"ln~uiry" and not with "Investigation", the word which, while 
havmg the same purport has been used in the Companies Act. We; 
therefore, recommend that the words" in respect to which anenqu· 
is held" should be substituted for the words "whose affairs iry 
investigated". This sub-section only requires the officer t arte 
fu . h "nf t" b th d . s e c. o mis 1 orma 10n ut e pro uchon of documents, books ~d 
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rec;Qrds is equal_ly im!Jortant. · Section 240of th~ Coll_lp~es Act refers 
:t&~n·au books'and''paflers \of, .ox'reTatfu'g to, the ·_company" _'and "all 
assistance in connection with ·investiga'tioh ''. · Tlfe~·word information 
)las also l>een qualified by_ the words ·'• in regard to the affairs of the 
sdciety". 'The' pbni.seology"used'- in the <::ompanies 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 
§oclety or any (l!Jt.siqer may be ln pOSSession of valuable 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 .. 

~89- Sub-.section (4) requires the ~egistrar 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 
·!Jlquiry _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 
judicial proceedings within the meaning of the Code of Criminal 
Procedure. We are afraid that the whole object of the section will 
be defeatei!l 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 wi!I 
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 s.s Registrar he shall always be competent to convene 
.a Epecial J!'eneral meeting for which a provision has been recommended 
.by ·us in Section 64. 

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

$ECTION SO-Inquiry by Registrar.-( I) The Rel:(istrar may of his 
own motion by hiltl<>elf or by a person duly authorised by him i~J 

r.-A Qb 2437-10 
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writing in this b~h~lf hold an jnquiry into. the ·conS:titJ!tiOl:}, )V!Jrking 
.a,nd nnancia.l co:qditions of a society. 

(2) .The Regist~ar shall hold such an irtquiry as is ·contempl<ited 
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 ot the 
Committ(!e of the society; 

(c) On- the application of one-fifths or 100, whichever is less, of 
the member-s of a year's· standing 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 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 be societies. 

(3) (a) All officers, members and past members of the society 
relating to. which: an enquiry is held and ~y oj;~er person who, in 
the opinion of the officer holding the inquiry is. in possession. of 
information, books and papers relating to the society shaH fuT:!lish 
such information as ·is in their possession and produce all-books and 
papers relatng to the society which are in the~r 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 J;tis 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 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 sl'lall be 
communicated to the society in respect of which an enquiry is 
held and to the person at whose instance the inquirv was ordered 
and to the federal society. 

292. Inspection of books of indebted society.-A brief reference 
has been made to the early ideas regarding inspection of the affairs 
?fa so?iety in parag=aph No. 273. The trend has been to encourage 
mspect10n by recogn1sed federal sociefies and to place inspection by 
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:Cove~1 in r~se~e. _Tl).u,s, for instance,·_section. 82 _of .the Ben al 
;.o-o~rahve So~Ietles Act, provides separately for routine ·in~p!c
- IOn -:[ the R~giStrar and _the _financing oank of society, wnile the 
.followmg_ section deals With .Inspection of books of · 
~-operative. society.. Section 40. of the Madras Co:.operatr,~e..-~~f!i!~ 
thct ~ep<1r~tely proVIdes for the inspection of books of a society by 
. ~ b~ancmg bank; but this section restricts their rights to societies 
~~il~at!~ !~ !htemh !\Bombay. State, the riglit of inspection of an 
prov•"=· I cie y as een assumed by financing agencies under 

-""-!IWS. Because of this we do n t 'd · by _federal soclblub,._._ ~~,_.tion i~ -the A o consi e; I_t necessar;v: to 
wlnch have no such provision ,,,,.__,_ __ ct for permittmg mspect10n 

- ·"h.u!'-la:ws of federal societies 

293. Section 44 of the Act· of 1925 gives an oppcH.'tu1fh.v 
.creditor of a society to protect his interest by requesting tll• 
.Registrar to inspect the books of the society if he is not s;; tisfiec 
regarding his dues. The main object is to enable him to get th• 
requisite information about the society. If the Registrar is satisfie< 
that the information can be. given to him by other means, he need 
.not inspect or arr<J.nge for·, the inspection of the books . c.f the 
.society. · Since the· Courts have held that in- certain circumstances, 
.the word "may". will have to be interpreted as "shall", we ckem 
it necessary to clarify in the Section tbat it is the Registrar's dis
cretion before ordering an inspection at tlie instance of a <'Tedifor. 
Two conditions have to be fulfilled by the creditor who ~.pplies to 
the· Registrar. Firstly, the applicant has to prove to the itegistrp.r 
that he demanded the•payment of his dues out has not received 
satisfaction within a reasonable period. Secondly, he has to deposit 
with the Registrar such sum as security for the cost of the proposed 
"inspection as the Registrar may require. These conditions are fair 
.;md we propose no change therein. Since the inspection is ordered 
at the instance of a creditor who lias a1so to deposit the cost, it is 
but fair that he should know the outcome of the inspectiqn. Sub
section (2) meets this requirement. Equity demands that the society 
whose books are inspected should know the result of inspection. 
This 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 af sub-section (2). The amended section will
read as under :-

SEcTioN 81-Inspection of books of indebted 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-'lOa 
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. _ .. • behalf. . t -i.~ the-books-oO!:te SOciety 
order in writing In fuiS e. . 

Provided. that __ . . . - tran •that:' the debt is a sum:. 
. (u) the· ~_pliJ;:ant$1!6Sfies lh~~!~ pa:Yment:thereof and has. 

,theit·iiue and tpat h~ has; he_ -· · • i!as6iiable tirire: ;' and · 
. · · -' ·d' tisfactton wtt m a r . · · 

not recetve sa . . . .· the ' Registrar such sum as: 
(b) the applicant depostts With d 'nspection· as the Registrar· 

't for the costs of the propose I .. 
securt y _ · · · --~"""~ 
may requtre. _ ------se.-hooka- -have 

nn!CJI-~•J.y;r ·"" ~v " · · · W Tlie Registrar .:;~all comi!)._...,. · · · · · -~ · 
inspectio~:t_!9~tbf> ::an · • 

~ Cos'i;; of inquiry and inspection.:-Section 45 of the .Bombay 
Act deals' with costs of inquiry and inspection. The_ marginai head-. 
ing is, however, "costs of inquiry". ·We, therefore, re:omm~"ld t_hat 
the words ~· and . inspection " be added to _ the: marginal • h.,~dmg. 
This section is most important because it• is- on· the determmatt.on of 
the costs of inquiry that the Registrar· c~n ~ro~eeq with the ._levy of 
surcharge on delinquent promoters, etc. Thts section authonses the· 
Registrar to apportion the costs of enquiry arid inspec~ion ·between. 
the society, the· members or the creditors demanding inquiry · ?r 
inspection, the officers or former officers and· .the members or past 
members of the society.' Since the past members do not" cover 
deceased members, we urge that "the estate of the. &!ceased 
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 concemed mllst 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 dec.eased 
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 th<\t. 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 

. ~ociety. The exclusi~n of the cost of inspection for this purpose
Is probably to b~ attnbuted to the fact that the Registrar is entitled 
to ask the credttor to deposit it. The object of this addition is to· 
e?Sure that the person authorised to 'hold an inquiry can receive 
hr6 fees., ~tc., promptly ~nd ~eed not wait till the cos'ts are. recovered: 
The sol.cttude for_ the mqUiry Officer is fully jus~ified since there is 
no _case ~or ~ela~mg payment f~r the· job don~. The new addition, 
wh~e domg JUStice to the Inquiry Officer, howe.ver, penalised the 
soctety for no fault on its part, and simply because it ·was a ·victim. 



«>f .circumstances· which culminated in ·the inquiry; The· ends · of 
J)lS~~ce _can· pe. n.wtc.o!J.iY ,w~~1l the .costs are recovered from those 
responsible for .the affairs leading to the inquiry. · If for any rt:ason 
there is a, delay in recovering the ·Costs it is but fair that the bill 
is paid by the Government, which is responsible, Jor _tjle adminis- . 
. tration of the _Act and the good· working of societies.. True, in such 
tan e'itent, obj~ctions might ·arise· in the course of Government audit, 
;btit -thaf,.·in-_ o.ui'!Jpiiiion; should he a11- ad4itional incentive for the 
Regi_strar to hasten :the recO\'ery oJ the cost. 

297. Our attention was drawn in this connection that the recovery 
ibf. cost:.Jlas -been delayed. in- cert;:rin,.cases. for _five years. and more 
..and such a state of affair$ can hardly l;le. condU(;:iye to the achieve
-ment of .the. objective which _this section has in view. . We may 
::Point. out that this section is not mereiy concerned with the recovery 
of. the .cost,. but in<ijrectiy. indicates that ff is a punitive·_ measure 
imposed both on grounds· of equity and in the int,erest of the good 
working ilf societies. We have come to the conclusion that the 
deletiol1. of the add~tions made ~n 195~, .is absolutely necessary, -and, 
:therefore, re.commend that the . words beginning from '' and " 
.anc;i _ending with ":society", added last year be deleted. 

298, Bef9r~ appm;tio.ning. the,. costs, .tile Registrar is requirec;l to 
;il;iye a ;reasonaple opporWJ1i~y to Perso;ns .liable to pay .the costs o~ 
iP,~ing h.ea:J;d and j.s r.equire!l to. state .in writing his reasons on· th11 
j;)a~is ,of -;which .h,e apportion$, the cos~ .. _,'J;'liese safeguards are fair 

-<W-Ile we do np_t propose :al!Y .cl_lange thl!rein. . 'rwo materi;ll poin~s 
~av~._~;~.ot, howeyer, oeen covere!f by this .s.ection although \1. generai 
-prQvis~on_: .l;las been ·made -against this que~t.io~ "being _taken to a 
~Mr Col:lrt., ,We ar~ of t~~. v.iew·.thi\t a speci.fic provision to th.is 
~ff~c:t.)s. n~c~ssoryjn,this section, be.cause tlie apportiom:nent of cost 
pF,s l;le~n.a, prpt~<\ctea a~a:ir.,,.Seyqn~ly, there is a-.tendency among 
·perSOi~S vy').lO:,hav_e,. to ,pay· the. !!O.S~ of. finance their, apjleals at the 
·<:o.St.,qf , .th~. so<;.i~ty. 'The argument aqva:nced..is .. that the subject
~atrel1,.of ~ppeal a,Jf~cts,;the spcjety a:Jild, tJJ.e;rE;fore it. is legitim.l!-te 
:tp .sHenq the funds of ,the,.socie.ty,pn,.the.-appeaL .. We concede, that 
l-Y.Jlem .. th~,-lloe~~ty .. is.;a,par,ty t~ al), 1,app,ei!l, ,itjfi legitimate .to 41*! 
~t~. fup.<k; f<?,r. the .Pul'P,q~e, ~but .:tR .. widen ~h.~ ~~ppe, ,woulq J:le,-~eitl~er 
~liuit.able,.~I>F- fai;r. t.o:,R~l]..ef .. me!l}.bel!!l.-!?f .t~ ~jety •... ~eetjpn. 85 (?) 
1lLWe Bel;lgal .. , :po".t;>p,erative, Societi.es,.f'\c;t, specifically meets the 
j~o~t~, W,e .. reco~mend_ it tqcthE;~Gt-n:l!mmen,t , Ot~e:t;.,changes l\fe 
'Consequential. We; 'therefore, recollllJl~nd that section 1~ be· re~ 
-numbered as section 82, after adding the words " an inspection " to 
"'the ~marginal· heading .and th~ new section be· read· as under : .2. 

_ . ~F.Cr~o~- 8~l"' , ~ j>l_ !~lt~TY.f a??:d_ __ !.nSJW,c~::::;( 1} .• Y.l~~rL_, an 
-lliquizy 1s' he a·unqer sect10n. ·ao pr an in,spectio~ is .made unuer 
:~ectii>!i ·Bl; cthe-ltegiSti-ar <Ina)r -apportion Hie coSts or such vait ol 
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the costs, as h~ may. think right, between _the so~iet;y, the m~mbers. 
or crediton; demandiilg the inquiry or inspechon, the officers 0~ 
fo~mer officers and the members or past members or the -estate 
of the dece1!sed members of the society :· 

Provided that : 
(a) No order of apportionment of the cost sha]J._be.made. under 

this section, unless. the society or persons or the legal represen~ 
ta1.ive of deceased person liable to pay the costs thereunder ~as. 
or have been heard or has or have had a reasonable opportun1ty 
o:£ 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 ari order 
m<tde 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· Magi5trate. In Madras, under Section· 42 of the Madras Act, it 
can be recovered as if it were an arrears of land revenue. Tire 
Madhaya Pradesh Act as applied to Vidarbha follows. the Bombay 
Act, while Hyderabad follows Madras. Representatives of the Co
operlltive 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 !and 
·revenue. The Bombay Act, however, confines the jurisdiction of the 
Magiutrate in the place where the person .from whom the money is 
claimable "actually and voluntarily resides" and thereby throws the 
om~s of J!roving that he "actually and voluntarily .resides" at thati 
place on the Registrar. This, we are afraid, is unfair and, therefore, 
~he relevant words have to be deleted. Secondly only the movable 
property can be sold: We ru::e unable to )lnderstand the object o;li 
distil!guishing .between movable property and· immovable property. 
for purpose of the recovery of casts, We are convinced that. tills
relief is unwarranted· and, therefore, ..recommend' the deletion of the 
word " movable ". We recommend that after incorporati.rig the abov~ 
changes, Section 46 be;! renumbered as·, Sectlon 83 and be read. as 
.under;- -

SECTION 83-R~covery of cost.-Any . sum awarded by way af 
cost~ u11der Secho~ 82 may b~ re~o':er~d,, on _the application by. ~he 
~eg1strar to a MagiStrate havm~ Junsc;licbon m: the place where the
~terson ..from whom the money is claimable: resije~ . 6r ciirries. an 
bu~lne·~s ... by. the: distress--and :.sale d. '-anj prope~ty' ·wnhill 'the-
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limits of the jurisdiction of .such ,Magistrate, belonging to such 
pe-rson; and such Magistrate-shall proceed-to recover the.'sanle. in 
the same manner as if .lit 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 discJosed in inquiry or inspec
tic>n to the notice (>£ the soCiety and to give it an bpportunity to 
rectify these def~cts. It also pr<>vides for 'drawing attention of the 
federal society to the defects and enables the Hegistrar to direct 
the· Society or the· federal society to take actiop· for remedying the 
(jefects within a specified period. . The society and the federal 
society has been. provided with the facilities of appealing to the 
State Government against \the Registrar's 0rder. In this section 
the .. ·word " defects " has been used in relation to " the working of 
a. society". The ingp.iry under Section 43 relates to "constitution, 
working and financial condition" .. Section 44, dealing with in spec• 
tion is restricted to the " inspeCtion of books. " We think, it is 
desirable to bring " the defects" in the working oE a society in line 
with those in " the constitution, working and· financial condition of 
a soeicty " ·and in the books of the society. 

301. We. are further of the view that it is not enough to issue 
directions to the society and its federal society for rectifying the 
defects. 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 society fail to do so. A provision. on the line 
of Section 78 proposed by us has, therefore, been recommended. The 
other changes made by us are consequential. We, therefore,· rec·om• 
mend that Section 46-A be numbered as Section 84: -and be amended 
'IS under:-

SECTION 84-Registrar to bring defects disclosed in· ~nquiry or 
inspection to notice of society.:_( 1) If the result of any h.quiry 
h~ld under Section 80. !)r an inspection made under Section 81 .dig.; 
closes. any defects in 'fhe constitution; working or financial condi~ 
tic>n 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 
RJgistrar may . also .make ·an· order . directing the- society or its 
officers or the Federal Society to take such action as may be 
specified in the order to remedy tti.e defects within the time specified 
then•in. 

(2.) ·The ·FederaLSociely or .the Society concerned 'may appeal 
agairist~a~· ord-er: made: by Jhe: R!!gistrar:.).mder: -s~b-section (1). to 
th~ 'Stato:(GoV.ern)ilenfw.ithin the time'.specH!ed in {.he order, 

. '(3) Th!!- s.~ate:.~y~~~nt may, :m. deeidi96 t~ ilpp¢aJ,. ann'uai. 
:!tel1e>.se, .modify :or :coi;J.firm·-the order-of the-'Regi'~trar. 
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.. (4)c Where ,the,.S~My,.~ails to, re,::t~y .th\'l.4efe~~§P. as .cl.irt~~te<bby 
the Rl:gistrar . and where n,o appe!l~, h¥. be~IJ. roade I o. t.lw. State 
Government, within the time specified hi the order .or where "On 
the appeal so made :the State GoverPJAent p.as X).ot ;u'\nul!ed, re;:e,r:sed 
or_ modified ·.the. order, the Registrar may ,himself,,tl!ke ·steps ,to 
have the defects rectified. and may recover· tl!.e .. 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 ~50-A of the Bpmbay Co.-operative ·Societies 
Act deals with·. one .. of ..the most intricate· aspects· of the administ:ra
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 }l:egi:>trar to 
authvrise 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 t4e course of 
or as n result of an audit, inquiry or. inspection. or the winding up of 
a socit-ty that any person who has taken part in. the organisation and 
the management of the society or any past or present Chairman, 
Secrl'tary, member of the Managing Committee or .Officer of .the 
society has misapplied or retained or become ·liable. or accoun~abl~ 
for any money Ol property of the society or lias been fotm<i guilty 
of misfeasance or breach , of. trust in .. relation to the society, the 
Registrar may on the. application of the officer c•nducting au.dit or 
·holding inquiry or inspection or of the liquidator. or of any creditor 
or contributory, examine into the conduct of such person and give 

· hir~1 r·easonable opportunity to submit his explanation and then make 
an order requiring him to repay or restore the money or property 
or any part thereof with interest or contribute such sum to the 
assets of the society by way of compensation, as .the Registrar thinks 
just. , Secondly, the Registrar. may d,elegate powers . of .,examinf1g 
into the conduct of any such person to a perso;'l not below the rank 
of Depuo/ Regi~tr:ar, De~utr Collector. or· a ~ivil Judge subject. to 
~he ~eaeral or speci.cal ?rde~ of the State. Goye~en,t. Thirqiy the 
~~6'~tJ:l!r may pro,v1de ~~,hiS. order for. t4e paymrnt of the \)qst and 
may dl.rect ~e so~ietY,. t~ ,pay ~t initially. rt has been made. clear 
~hat th1s S.ectlOI). '?ill apply: eye . .';\ th<;~ugh 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. extenaed in 1948.. The present Se.ction is 
restrictive, because the R~gistrar has nQ iniiiatixe.!n. these: matters. 
Eve~ iL the~~ar~ kn&w~-.to..h~, he liado resort t.o either ji fresh 
~ud1t or .arp!'!94'f¥' o.r: .. mspecgon of books. or in"extreme .cas.es. the 

:~O:.~!~s0!f~~ ::~~f~~;:~~~~ fle~~~ag~~lfC 
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:t.\l,i_s.:~~ti.lltiY.t: ... §hoj.I~d :b~~;vt:;t_ed .~ .~ij!'!' .:~g~~tr~t:. ~·~.e~on_(j~ ~-':e!'l 
;t_hop.~ J~ · ~wa · f~. c~st1 ,~s ~~~ · !JUt}?:Y:..t~.~ A~ditof, ~r...~~!lu1~ . 
-Qffl.f!'!J.; ,c;>l'. d4!! persoJl .. !)lSPe<;tlri§., til~ ... bq!J):ts 9r .. th!!:: hqw~tor, the 
~~gisfl!IJ baS , t6 ~xl;irniP,~ into . tile. ~ol_l~.U~t ~.()! : such .. person. In 
i~ct, .~~~\ wh9le p';ro<;edHJ-:e;, -of ,iny~.~ti~a~io,Il;~ h_as_:to,b~ gomi .thr~u~1t; 
We:~hlpk.,the,enij$ of ju5tie.e would be.m.et. if ,reason111:lle,opportunity 
is, giyen to , ~~e P!!.rsgn, ~o111:e.we<i, to,. subipit · .. h~ expllmation,. i?stt:a~ 
~.f.. ~/ialjlini~g. i!lt<? th(:! conduct ~~resh~ Folll'0(r,, ~ml.Y. certain cat~
;go.rles",of ,p,ewon~.l\r.e. to .. , be. subl~cted.,to. Jh,e. Sl,lrcharg!\ , a,!J,d otller 
membErs have been exCluded.· ".Pecease4 per;so11o" al~!> .escapes from 
the liability. We are, therefore; of the view that these ~hort~ 
<.omings ·should be rectified. 

304. The Registrar can authorise only. certain categories of officers 
to. examine into the conduct of such persons to report to him. The 
officerS' must' have held office not lower in the rank than that of 
;_ D~puty Regist~ar, a Deputy Collector or .a Civil Judge. We do not 
t&Jnk .that the categor~es of Officers should be specified in the Act 
1tsel:f, for the reason that administrative difficulties wm. consequently 
.arise in respect of the aff<lirs of a village society, involving small sums 
aincier the present law, as a: high Officer referred to in the Section 
will haye to .be appointed. This is neither desirable rior always 
feasible. In fact, we are of the view that thll Registrar should have 
:di~cretio!u~ry power:s to l!plpoint such a ,personi so that in the case of 
complicated cases, he can choose a person with higher qualifications, 
3nd iri simple cases, inv.olving small sums, even an Assistant Registrar 
icim. be eonsidered competent since the final ord~r is to be made 
o~1y br ,the Registrar. W,e opine that th,e de~etiDJ7. of Section 50-A 
£1B) will not materially change the course of justiCe. 

305 .. , This section is silent on the period with the result that the 
:Qemocles's sworq_ will continue _to hang indefinitely, Section ~27 of 
the Beng&I · Cq,.operative Societies· Act, . specilies the period ·as 
~.'4 years prior. to ,t~e date of such: audit, inspect, inquiry or report, 
made jn, the course of .. the winding up of a~ society." Bihar has 
.q',.similar provision .. , Section ,~-D of the Co-operative Societies Act, 
1'll.12,: .as., .adppted for . .Vidarbha, J;!lstricts: the period . to. three years. 
An. i!llpor\ant ,argument in f,avour of 11ot. specifying ~he pepod. in 
IJJ,e f!cmJ:>ay,,Act ~s.that the Jnquiry o~. ill!'pectc!Oi1 ~r, !l_tldit I?ay itself 
llr held;. ~fter a lapse. of som~ y~a.r!' and the gwlty pe~~Qn, will escape 
tl?-.~)iabiJjtY,A, tl:\e.P.~rtoC! j~ ~pe~ifieji,,.'fe dq no~,.~~ink that }neffi
~~lln~Cy ~- thes,e . ~att.ers .. should , b~ pla~ed a~ ~ premiucm !Jrd recom
mend ,that t1ie. period ~f 5)'ear~ ,.s1'!?.u,l4 )~e . consid~,~d Jair. in Jhis 
ws~\Oh .. ';I;'~~ )Jecti,WL- ~:p,pe,ars it1 t!J:e -i\c~ ,jP:, }:hap~~;Yltl, d~aling w:ith 
liouidatiOn and arbitration. ,,But,fts,s.coPe_i.s s~:wi~le fh~t v.;e.coJl:Sider 
It r1ecessary,.t0' inc:oryorate Win:this.Chaptex. wM;h deals with audit, 
mspecfion and inquiry. 

s;3.CI6 •. :•:~ ~exiSting-Section:< aft'(lrdg bcilities' .to :.any crt:djtor'• al" 
-contribut6ry to make an application, but in actual practice it is JUit 
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. . . . of them to do so since the basis is audit, .inquiry;. 
poss.b~~ fo~ atr:?e liquidator's report. Besides, th~ report it&elf should 
:pee rog~ rand no ·application from the audrtor;· e~c., shoula:-be 
eon=~~~ed necessary. for the purpose of this section. We, therefore,_ 
recommend the deletion of the relevan~ refer~nces .. The ~ost.,.of t~e; 
i:Jroceedings is to be recovered under thrs. Section fro~ the soe1e:ty' .In. 
the fil'St instance. Justice demands th~t rtshoul~ b~ recovered from 
the pPrson against whom the proceedings are mshtuted~ If at all. 
they iu e borne initially, the burden should be ~n the <;>ov~~:nent 
which· institutes the proceedingS and not the SOCiety WhiCh IS mno
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 d~in.. 
quent promotors, etc.-(1) Where ~ t~e course . of or a~ a result of 
an audit under Section 75 or an mqurry under . Section · 80 .. ·or 
.an. jhspection under section 81 ort.he winding up of a society, :he 
Registiiii'' is satisfied on the basis of the ~eport made ~y. ,he 
Auditor ·or the person authorised to make inqmry under S.ection 80 
or ·the person authorised .~o inspect the books under Sectwn 81, 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 vears prior to the date of such audit, inspection, inquiry or· 
th,e ovjj~r for winding up of the society, misapplied or retained or
become liable or accoqntable !or any money or ,property of thtl 
society or has been guilty of misfeasance or,. brea.ch of trust in 
relation to the society, the Registrar may frame charges aga!nst 
such person or persons ~na after giving a niasoriable opportunity 
to the person concerned and'm the casl!'bf a deceased person t& his 
representative who inherits his estate; to answer the charges, make 
at:i order requiring him to repay or restore the' money or property 
or any' part thereof with interest ·a:t such rate as the Registrar rrtay 
detennilie or to contribute such sum to the assets.·of the society 
by ·way of compensation iri regard to the :mlsapplication, retention, 
misfeasance or breach of trust, as the .Registrar may determine. 

(2). The Registrar after framing the charges ~nde.r sub-section (1) 
may, by an or~er in writing, authorise · any person, subject· to 
~eneral or special <?rder of the State Government, .to he.ar .. the person 
or the representative of the deceased ·. persan ' against' whom' the· 
cl!arges are fr~e~ ·under sub~section fl);·. ··Th.e ·person so· authorise4 
shall •.• ~ter. grvm~· .such. :·person· -reasona,ble. _oppQrtunity.. ,tq. 
submr. his explanation make,to .the: Registrar 'his recorrtmendaHon 
&s to wha! ac~ion, i.f any, the Registrar should: take:. :,The1legiS,h .. ar 
af~~F i!p~lSide~J.ng h~s reco~.endation~, /llay makc{any order which 
he CORg1ders 'JUst. !Jl, the .CirCUrn5tlfl).ces. ilii:d whiCh he_ I:Otild 'have 
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made "Und~r sub-section· U) if he had given such person a reason
able oppo'rtlinity to submit his explanation to him, and such order·· 
shall have the' same effect .as if it was made under ::.ub-section ( 1)~ 

(3j 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 beexi issued 
and the amount so recovered shall be paid to the person authorised 
by hi:11 under sub-section (2). 

( 4) This section shall apply notwithstanding that the act is one 
for which the offender may be criminally responsible. 

308. Constitution of an authority to Supervise working of 
eociet.ies.-Provision for supervision of societies has not been made 
in the Act. Rule 29, however, deals with the levy of audit, test. 
audit and supervision fees. 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 necessa1:y 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 Rural 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 81 of the· 
Bengal Co-operative Societies Act provides for· the constituti~n 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, since 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 for enabling the 
Government to recoupe expenditure on audit, inspection, etc. 

309. We, therefore, recommend that a new Section 86, be added as 
Wlder·::~ 

SECTION 86-Authority to sv.pervise 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 prder 
requi\"e of a society or a class of societies to make contribution o~ 
such su.m r:very year as may be fixed by the Registrar towards the 



1·~~ol!p~elil~.pf .~)?e.~dHhlre_.-~hicli,.,the: ~t~t~ Govel'J?Ill~llt or any 
j)erson authorised in that behalf has incurred or is)ikeiy :to )ncur 
in respect of supervision . 

. (J) A .society. to which. sub-section (?)-~s. applicable shall pay to 
:such;authority sue~ fee, as may be prescribed:··qnder sub~~e!!tion,;{2) 
within a. reasonable .time and, ,if it. fails to. pay such fees within 
.a reasonable. ti~e, .the . authority may recover it as if it. were 
;an arrear oi land revenue. 
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CHAPTER X. 

DISPUTES ANP ARBITRATION. 

;· 3111. - Ptior to -the .enactment of the Bombay Co~opet¥L;r~ · .Sac!et!es; 
A '-t .~2~ lhe . machh;.ery . fo;r . rei>olvinic~diJ;n•'t";s·. ;}1fechng SOCtehes; 
.c S>·. ..· !;. • · f · · · · ~·· · .~men tlie State Government was 
-was, .~ovr.,.ed or under t t . A. t II f 1912 C 1 : ·t .. his' b k -·· . · . . ~·oJ~der . e c . o . a ver , m . oo eJ'llPPWere "' · . or . . .,. .. 
:" r ·aw· arul. t!n..cil'l7s of Co-opera bon . (~age 180), z:~calls that . at first 
. plfvelnWcr<•" rof~JQ~a!lo)¥~~e ~oc1eties a spectal summary proce
dure for the recover:f"of their ae~ts, in place of the slow and the' 
expeu5ive methods of the Co4fts, because it was thought that it would 
be mist~l!:en -kindness to ·.confer ·upon societies arbitrary powers of 

j:e.cove,IY;· and·· if, in the· absence· of ·such powers, a society cannot by 
. means of tpe joint security given and its own moral authority, collect 
its depts, the fa]lt~re is due to careless selection of members in the 
first instance or to iax management". In •framing the Rules, however, 
some of t.he Local Governments ignored the instructions of the 
Goverimi'ent 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 
alt parties without appeal and shall not be removable into any court 
. of law or· restrainable by injunction. It is this princijtle around' 
which the co-.operative law relating to disputes and arbitration has: 
been woven in this country. 

31L There are three stages between the existence of a dispute and 
its settlement. Firstly, the dispute has to be referred to an arbitrator, 

· It is, therefore, necessary to define ·the scope of the dispute itself, 
c which may be referred to the arbitrator. Secondly the machinery for 
. . ' settling the dispute has to be perfected .. For th1s 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 cof disputes. There are, 
h<bwever, 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 Bombay Act says that if any 
dispute 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 
,the society, past or present, or between the 30ciety or its committee· 
and any. officer, .agent, member or servant of the societv, past or 
.iJ.re~ent, it shail be .referred to the. Registrar for decision by himself 
or his nomi.llee.- Iri thls 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 ~he provision for decision is also made in the same.sec.tion... We 
arc crl'; 1;he--rn.-.-th:tt to -avoid legal difficulty, the scope of the dispute 
should be adequater:rut:t\..-.. ""d na loophole snould be Ieft "'ut in 
order to enable any party to ~he dispute'w "'-"':<>:a.t,llle purpose of ~hls 
Chapter. It follows frOJ:Il. this that t}).e questwn : or-: ~~ioJ-.-£,,. 
decision should be dealt with separately. This ar:pngel!leJ'lt .. : .. ~::..,;.;....!. 
with.th~ provisions in the Beng11l cci:o~rative Socreties Act and the 
Orissa .Co-operative .Societies Act and several othl"+ State Acts. 

313. Section 51 of the Madras Co-operative Soc:ietjes ··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 ~ 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 ~e :r;.e~erred to 
the Registrar for decision. We do not, therefore, consider 1t n~es
sary to exclude this particular type of dispute from the scope of this 
section. Disputes generally are (a) between members, past members 
and persons claiming through tltem 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 
other. 

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 circumstarices, and if a dispute were to go to a Civil Court 
the society will be put to unnecessary hardship. We, therefore, 
proposEl 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 
reco~mend~d), the questio? of bringing the dispute within the scope 
·of thts sechon does not anse. We are also anxious that no scope 
sh?uld ~e left to any p~rty to take_ any dispute outside the scope of 
th1s sechon o~ any ~chm~~l ground, and, therefore, propose to provide 
that the Registrars decJsJon as to whether a particular matter is 
a dispute or not should be ?~al ~nd that no other Act should operate. 
We have also made a proVIsion m order t.o clarify the agency whic:h 
.can refer a dispute to the Registrar. 



159 

315. :. We. therefore, recommend that Section 54 be renumbered as 
Section 87 and· be amend eli as under ; -

SECTION- 87_:_J?ispute.-:-(1) :Notwit~standing anything containing 
4t any other lay; for the time being in force, any dispute touching 
fhe constitutiog,-man.agemenf or business ·of a soCiety ·or the liqui
-dation ·of .a S9C.iety sh'lll be referred by any of the parties to the 
. dispute or by a federal society to which th·e s0ciety is affiliated or by 
. .a creditor of the society to the Registrar if the ·parties thereto are 
;among the following :-

(d) 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 representative of any deceased 
.officer, deceased agent or deceased servant of the societv or the 
liquidato_r of the society, · 

(b) a member; past member or a persori 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 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 member, past member or a deceased member 
or a person other than a member who has been granted a loan 
by the society unqer Section 47, whether such a surety is or is 
not a -member _of t\le."society, 

(e) ariy ·other .society or the liquidator of s.uch a .society. 

(?) When. any question arises whether for tne 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 dis);lute 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 ad~itted 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 surety owing to 
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the default of the principal borrower, w~ether such a sum ~r d"ero:ari.d 
oe admitted or not; '(iiita .claim by a'soCiet)r fo:r· any l<?5s cati5Eid ~ 
it by a member, past member ·or deceased member, ·any 'officer, 
past officer or . deceased officer, any .agent, past agent or· deceas~ 
:ilgent;~·or any 'servari:t, past servant or deceased se~ant, or Itl> 
ti:itnnuttee, ·past' or presenf, whether such loss be· admitted or not;. 
'('iv) a refusal or failure by il member, past member or a nomi~ee,. 
hefr or a 'legal representative of the deceased member to dehver 
the possessipn to a society of land, asset or any other asset resumed' 
by it fdr 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 rio such dispute shall be enter
tained by the Registrar unless it is inad.e· within one riloritli frorru 
the date of declaration of results of such election by a candidate· 
at such election or any member 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 deemed 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 Tribupal 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 9tates which affirm· 
that ia 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· 
~eri?d ~s three years. This ~p~lie~ also to the liab.ility prior to· 
liqUidation. However, the Lnrutat10n 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 1S2 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. val?e of any agricultural or other produce the right to receive· 
which IS se~ured by a· charge upon an immovable property. In the 
case of equitable mortgage, Section 9 of the Transfer o£ 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 th.e 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 types of disputes. Subject to certain 
exceptions, the Limitation Act may 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 thereon 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 omission with reference to which the dispute 
arose, took place. · 

!;.-A Qb 2437-11 
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(c) When the dispute is in respect of any ~atter ~ouching the 
constitution management .or business of a soc1ety whrch has b~en. 
ordered to be wound up under Section 93 or in respect of ~hrch 
a nominated committee or an administrator has been.appomted 
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 oth~r dispute 
except those mentioned in sub-section (1) which are reqmred 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 con1ained 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 tne Registrar in respect of 
a dispute,. he has to refer it -for arbitration. To avoid frivolous 
complaints from being referred to arbitratiun 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 
for the Board of Arbitrators was deleted by amending the Section. 
As a result only one nominee can decide the dispute. 

320. 'i'he justification for abandoning the system of Board of 
Arbitrat~rs ha~ b:en mad7 on the. gro~nd that a nominee of a party 
to the dispute IS hable to mdulge m dilatory methods with the result 
that arbitration p~oceedi~g~ are unduly protected an·d justice is 
dcJa,ved. Co-operative opm10n has also been unanimous on the 
mer1ts of the reforms effected by the amendment of the Section last 
year and we do not recon;mend revival of the Board of Arbitrators. 
It has, however, been pomted out that the amended section has 
created another anomaly. It leaves the settlement of disputes to the 
discretion o~ a sing~e nominee and s~condly, there is . a danger of 
such a .nommee er_rmg on a wrong s1de while giving the decision. 
!n, fact •. our at~ent~on was dra_wn by. some of the witnesses to the 
m!scarna?e Of J~Sbce by certam nommees and allegations were also 
made agamst their bona fides. We opine that the Registr~r is expected 



163 

to make a careful choice of persons while appointing his nominees. 
-In spite of.the best precaution, however, justice may not be assured. 
In complicated cases, it• is cus~omary for the High Court Judges to sit 
in benches of two. Similar practice has been · adopted by the 
Revenue Tribunal. We commend this system to the Registrar since 
the two nominees jointly hearing a: dispute and· giving a. decision 
are i~ a better position to arrive at a correct decision than one 
nominee. In matters other than complicated, however, one nominee 
should suffice. 

321. We do not want to fetter the Registrar's discretion in these 
matters but wish to provide for the facility of--appointing more than 
one nominee. We also visualise the possibility of a case in respect 
of which the two nominees would differ;· In thaf 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 .would 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 coJtp.edion with the machinery for settlement· of disputes. The 
proviso to the existing Section 54 ( 1) (a) lays own that ·the Registrar 
may suspPnd the proceedings in order to facilitate the settlement 
of compli-cated questions of law in ·a cou-rt Secondly, Rule 32 
!'luthorises the Registrar to withdraw the dispute from his nominee 
in ·order to decide it himself or refer it to another nominee. We 
p-ropose to retain both these provisions subject to consequential 
changes 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 
satisfied 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 
(:if· mc\re than one nominee to be appointed by the Registrar. 

(?.) 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 Wliting, 
withdraw such dispute from his nominee or board of nqminees and 
may decide the dispute himself or ·refer it again to. any. other 
nominee· 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 oi· nominees has failed 
to decide the dispute within two months Ol' :such further peri<><{, 
as may be allowed by the Registrar, 

L-A Qb 2437--.:.Uq 
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(ii) Proceedings before the Registrar's nominee are violated 
in consequence of corruption or mi~conduct on the part of the 
Registrar's nominee or board of norrunees. 

(3) Notwithstanding anything cont.ained in Sec.tion 87 (_1) a~d 
(2) the Registrar may, if he thinks fit, suspend proceedmg~ m 
regard to any dispute, if the question at issue b~tween ~ soc1~ty 
and a claimant or between different claimants, IS one mvolvmg 
complicated questions of law and fact, until the ques!ion has been 
tried by a regular suit instituted by one of the parties or by the 
society. If any such suit is not instituted v.:ithin two m:mths 
from the Registrar's order suspending proceedmgs, the Reg1strar 
shall take action as laid down in sub-section ( 1). 

323. Procedure for settlement of disputes and powers of Registrar 
or his 7<ominee.-Rule 35 framed under the Bombay .~ct prescribes 
the procedure which the Registrar or his nominee has to follow in 
proceedings connecte~ with the settlement of disputes. This has 
been done under Sect10n 71 (2) (4). Rule 36 lays down that no 
party shall be represented by a legal practitioner. Accord!ng to 
Rule 35 the Registrar or his nominee shall rec0rd a brief note of the 
evidence, and has to give a decision in writing in accordance with 
"justice, equity and good conscience". This de<;:ision has to be 
given in open court, thereby meaning that the Arbitr~tor is a Court. 
It also prescribes that if any party duly summoned to attend fails 
to appear, the dispute may be decided ex-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 procedu-r<.:! should be laid 
down. We think that this is overdue inasmuci1 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 thei-r Acts are important. 
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 &uthoris.ed 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 aff?ir, there_ is no need for_allowing the 
appearance of a legal adv1ser. It IS also alleged that his presence 
~ould create legal complications. ;rhe appearance of legal practi
tioners was barred also on the bas1s that the societies being small 
could not afford legal expenses. In actual practice however with 
!he gro:ovth of so~ieties and ~ yiew of the complex 'issues, !~gal aid 
Is considered des1rable. Soc1ehes are in a position to get the best 
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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 
in''<>lved in any case". The adoption of the latter rule will lead 
to a further complication since whether a particular matter i;1volves 
"any legal complications of importance" or not can be the subject 
of litigation. We, therefore, favour the happy 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 Registrar 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 
Regist71Jr, his nominee or Board of nominees.-(1) The Registrar 
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 and to compel 
them to give evidence, and to compel the production of documents 
by the same means and as far as possible in the same manner as 
is provided in the case of a Civil Court by the Code of Civil 
Procedure, 1908. 
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(2) No party shall be represented a~ the hearing o~ ~he di_spute 
by any legal practitioner, except wrth t~e permrsswn of the 
Registrar or his nominee or Board of nomrnees, as the case may 
be. 

(3) (a) If the Registrar or his nominee or board of nominee~ is 
satisfied that. a person whether he be a member of the - socrety 
or not has acquired any interest in the property of a person who 
is held a party to the dispute, he may order th~t. the person who 
has acquired the interest in 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 man:rier as if he were 
the original party to the dispute. 

(b) Where a dispute has been instituted in the name of 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 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 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 sc,ttle 
all the questions involved in the dispute be added. 

(d) Any person who is a party to tile dispute and entitled to 
mo~e than one reliefs in respect of th~ same cause of action may 
r.larm all or any of such rehefs; but rf 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. 

32~. Attachment before award.-secti~n 55 of the Bombay Act 
pr~vrdes !or attachment before award In certain circumstances. 
Thrs se~tron w~s am~nded. l_ast year in order _to extend its scope 
to c:rtam contmgencres, arrsm~ from the existing section 50-A. It 
provrdes that ":hen a dr_spute rs referred to the Registrar or when 
a person authorrsed by hrm un~er section 50-A examines the conduct 
of any person under that section, the Registrar or hr's- nom· 
th · · th · d mee or e person au onse , 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 
th~ conditional .attachment of the said property unless adequate 
security is furnished and such attac~ent shall have the same effect 
as U: made by: a competent Ci.vil Court: This section also retains 
the provision for enabling the Registrar or his nominee or the person 
authorised to make an interlocutory order pending the decision in 
a dispute. 

328. The amended section is a considerable improvement over 
the old section. 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 tractice 
is rigorously followed ; but the section has not recognised it with 
tlie result that even if it is abandoned the action is not vitiated and 
the aggrieved party has no remedy. We· consider that this defect 
should be rectified. ·Our attention has been drawn to several cases 
in respect of which even though the property was attached under 
this section:, the same was distributed rateably among the cred1tc.rs, 
where society had no priority.· Therefore, it might be necessary to 
have the relevant entry made in the Record of Rights. Rule- 44.A 
prescribes the procedure for the custody of property attached under 
section 55. We think that this rule should be suitably amend~d 
in respect of the attachment of immovable property. In connection. 
with this· section we also beg to point out that· there should be 
two steps for · attachment before award since the time factor is 
important. In our opinion, the objective would best be served if 
the conditional 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 wi,th the explanation as a result of the 
issue of notice he can confirm the order. In the case of attachment 
of property the position of parties having rights prior to the attach
men,t will have to be safeguarded .. Similarly, it would he necessary 
not to bar a person holding a decree against a person wliose property 
is attached from applying for the. sale of property so attached. 

329. To give effect to our proposals, section 55 requires to be 
amended. The section as amended will read as under :-

SEcTION 91-Attachment before award.-(1) Where a dispute has 
been referred to the Registrar or his nominee or board of nominee' 
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 
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'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 part of his property fr~~ 

the jurisdiction of the Registrar may, unless adeq~ate secun.~ 
is furnished direct conditional attachment of the said property , 
and such attachement shall nave 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 secti~n 85(2) directs .c~ndi
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 decisi~n 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 
· a.ffect the rights subsisting prior to the attachment of property 
under sub-section ( l) 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 b.e 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 positi~n needs to be 
clarified. Administrative difficulties may not ensure the extension 
of ~he period for hearing t~e dispute before the expiry of such 
per~od. On the ot?er hand. if the a':"ard is to be vitiated by the 
exp1ry ~f th~ period, the dispute will be unnecessarily prolonged, 
the parties WI!l be p~t to unnecessary hardship and expenses and the 
ends of JUstice will be defeated. We, therefore, think that 
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a provision is necessary for validating such award. It is also 
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 case may 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 shall 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 provisiO!f 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, 
con:ect or remit award made by a Board of Arbitrators. Because 
the proviso for Board of Arbitrators has been deleted, we are inform
ed, this seCtion has also been totally deleted. We are of toe view 
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that even in respect of awards made by the Registrar or his nomin~e, 
it is necessary to invoke this section in order tO: ensure prope7 ~ls
pensation of justice. We, therefore, recomm~nd .that ex1stmg 
section 56 and the deleted section 54-A be combmed mto one. 

333. The only point that· remains is whether the provision for 
appeal should be incorporated in the Chapter on appe?ls, or sho~l.d 
follow the section providing for the award. Though stnctly speaking 
this section should go in ~he· 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 orde;rs except 
to appeal to the State Government. The procedure is juificiaJ 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 ~he same time, the fact re}I~ains that ~imocent 
parties must get sufficient relief in the matter of getting justice. In 
the Bengal Co-operative Societies Act, the aggrieved party cari 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" Officel' 
or an Officer to inspect the books, is made by the Registrar, who has 
also to see that the defects in 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 'lfter considering ill the 
available evidence and a judicial mind cannot only take a dispas
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 insU:~·d of to 
the State Government, the ;ost lS not likely to increase appreciably 
and the aggrieved party Will have the ('.onsolation that he received 
a fair trial. Subject to the diss~nt- of the Member-Secretary, we, 
therefore, :ecommend ~hat Sec!1on 56 be renumbered as Section 93 
after deletmg the proVIso therem and after adding relevant features 
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o£ Section .54-A which have been deleted by the amendmen't of 1956 
and should read as under :-

SECTION .93-Appea.t against the decision of Registrar or his 
nominee OT 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 Section 91 by the Registrar 
or.his nominee or board of nominees or the person au'thorised by 
the~R.egistrar under section 85 (2), may, within two months from 
the date of the decision or order or award, appeal or apply to the 
Tribun~I and the Tribunal may for reasons to b( 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 
Ol' the person authorised by the Registrar under Section 8'5 (2) 
in t.he:manner provided. 

(ilii) pass such orders thereon as it. deem fit; 

Provided ~hat 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 ;my of the following grounds :-

(i) the objection to the legality of the award is apparen't 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 i,; referred back 
under sub-section ( 1), the · Registrar or his nominee or board · of 
nonimees or the person authorised under Section 85 (2), as the 
case may be, shall make ·a ·fresh award or give a fresh decision 
within such ~ime as may be fixed · by the Tribunal. If the 
Registrar or his nominee or. board nf nnminees fails to make a fresh 
award or the person authorised fail:; 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.~ay 
on the application of any of the parties -to lthe award or ~eCISIOn 
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 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 Sectlon 91 
afte.r 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 
margini!l ·heading. We may add that Section 60 of the Hyder_abad 
Act presently applicable to Marathwada has "Mode of execution 11 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 cfeemed 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 cel'tificate 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 Section 57-A of the Madras 
Co-operative Societies Act, the Registrar is empowered to effect ~he 
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 ()£ 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 th~ 
Collectorates. ~ompared t? t?e volu~e of work they have to handl:e. 
True, the facility of appomtmg Special Recovery Officers is available 
but it is not always that every society can take the advantage. Thi~ 
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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 o~ the legal 
frame-work, viz., the execution of awards and orders, should 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 suggestion ,is that provision 
shoulciJ be made for enabling a society in Bombay State to recover 
its dues from members who 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 Regisirar 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. We 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 order 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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long and is. one of the causes of lethargy .on the part of the· societies 
in sending 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; cenam 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 unuer 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 J45 
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 executed 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 accompani.ed 
by a certificate signed by the Registrar or by an Assistant Registrar 
to whom the said power has been d.elegated by the Registrar, ·or (c) · 
be executed by the Registrar or any persons subordinate 'to him 
empowered by the Registra!"l 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 t? herein . shall be made . after the expiry of · 5 ·years 
from the c:ate fixed 1n the order or 1f no such date is fixed· froin 
the date of the order. · ' 

338. 'Recovery of crop loans.:-:-Since 1948 the provision of crop 
. finance on the security of crops to be raised has assumed consider

able significa~ce. . The scheme itself_ was. conceived. in 1948. and it 
was felt at that _bme t~at t~e ~ac~mer_y .for recovering such dues 
should act speedily. With this mm m .v1ew _section 59-B. of the Act 
of 1925 was. a~ ended so ~s to exte!ld the scope of _its facilities to 
resour~e. soc1etle~ undertakmg fina.ncmg o~ crop a.nd seasonal finance. 
The ongmal section was mserted .In 1943 m order to _enabl~ the land 
mortgage ba~ks to recover promptly t~e. defaulted instalments. 
Thus the .sectiOn, as at presentlY: v:orded,_ Is usetl'.by_ bothJand.:ino.rt
gage banks and :esource soctetles. Smc_e . we propose to hi!ve a 
separate Chapter m the Act for .la_n_d_.~ortgage ~anks:wherein· we 
propose to recommend the same facilities as are available -tinder· this 
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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 mota. 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 recommenciJ that the Section 59-B be deleted and a new Section 
No. 95 be added.as under:-

SECTION 95-Recovery of crpp 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· andi 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 
tlwrein t<t 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 
finan~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:ition 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 
law for the time bein~ in force for the recovery of land revenue. 

( 4) It shall be lawful for the Collector and the Registrar to take 
precautionary 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 cr:-tifi
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 who~n th.e 
award is to be executed, transfering his property o.r mortga~ng ~t 
with a view to defeating the purpose of the award Its~lf. !t IS th1s 
contingency which has been provided for under section a~-AA of 
the Bombay Act. True, the public has to be. protected aga~nst the 
possibility of being taken unawares of the ex1sten_ce of the ISS~e of 
the certificate. Rule 49 has, therefore, been pro_vide~ for the Issue 
of proclamation to warn bonafide. purchasers ~ time: The only 
difficulty is that there is no protection to the society aga1nst fra u~u
lent transfer of property during the pendency of .the ~nqw;cy, 
inspection, audit and liquidation proceedings. It is durmg ~h~ perwd 
that a guilty person becomes aware of the danger to hrs mterest 
and can arrange for the transfer of his property long before the 
certificate is issued !!nd 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 ;:enumber
ing the sectio11. The new section, numbered 96, will read as 
under:-

SECTION 96-Private transfer of property made after issue of 
certificate void aguinst sodety.-Any private transfer or delivery 
af, 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 sold.-In the process 
of recovery of dues of societies it may be necessary to sell a property ; 
but if buyers are not there, tile sale ·becomes impossible. In .ru1al 
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 also 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 
the order. It further provides that the society shall hold the pro
perty on such tenns 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 th~ 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 with 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 satisfi,ed that the property 
cannot be sold. In .our opinion, the authority which puts the pro
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 
qircumstancefl, 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 Coll~ctor can delegate his powers to the ~ub
ordinate officers. Since the Registrar is ·to exercise in accordance 
with our 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 tll.~ case of 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 otner 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 beca.use in its absence, 
parties would have to go to the Civil Court for possession and 
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 he read 
as under:-

SECTION 91-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 the 
Registrar, Liquidator or the Assistant Registrar, under C'lause (a) 
or (b) or (c) of section. 94, the Court of the Collector or the 
!:rA Qb 2437-12 
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Registrar, as the case may be, may direct that the said ;Jroperty 
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 accord
ance with the Rules prescribed, 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 by the decision 
or award. 

(3) Subject to such rules as may be made in. this behalf and 
to any rights, encumbrances, ch!lrges or equities IawfulJy subsist
ing in favour of any person such property or port!o'n tnereof 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 oraers {)f 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 
Assistant Registrar, powers exercisable by the Collector or the 
Registrar under this section. 
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CHAPTER XI. 

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:egiBtrar after an enquiry or :m inspection or on an 
a,pplication from the members to cancel the .egistration of a society 
if he is satisfied that the Society is or ought to be dissolved. It also 
authorised him to cancel registration of a sokety 1f the number of 
its members was less than 10. The other sections 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 and 
collectively and the problem arising from the winding up of societies 
have also been complex. We have, therefore, come to the conclusion 
that provisions relating to liquidation and incidental matters should 
be codified and brought in line with the provisions af the Companies 
,Act;: 1956. 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, w:e 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 a"ppoint federal societies as Joint Liquidators. We are 
emphatic that no individual from amongst the non:-efficials should 
be appointed. 

t.-A Qb 2437-12a 



180 

345. Winding up.-Sections. 47 and 48 of the Bombay Act deal 
with the circumstances in which a society can be ordered to be 
woWld up by the Registrar.. These Sections have been derived from 
the Act II of 1912. A question has been raised as to _w~ether the 
Registrar is competent to issue an order for . t~e wmdmg ~p -~f 
a society without giving an opportunity to the society to explam Its 
conduct. In a recent case the State Government, on· an appeal 
from a society, annulled the order of the !'l-egistrar on the gr~Wl_d 
that the society was not given an opportumty to be heard. Th~s 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 society, 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 band
over the affairs of the society to the C.ommittee if the intorirn order 
is vacated. ' 

346. The second point is whether a copy of the order sh01.ild 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 re'forrn 
introduced in the Co-operative Societies Act in 1948 was 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 afflliated 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 Wlnecessary ; 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 receive the order 6ri · 
behalf of the society. 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 when 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 regards, 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 (R<.>gistrar) 
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's report as also the basis 
for issuing the order. Section 48 of the Bombay Act refers to only 
one condition of registration being not fulfilled. 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.-(1) If the Registrar, 

(a.) after an enquiry has been held under Section 80 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 purpose ; or 

(c) of his own moti<m in the 'case of a society which
(i) has not commenced worki.ng; or 
( ii) has ceased working ; or 
(iii) possesses shares or members' deposits not exceeding 

Rs. 500; or 
(ip) 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 may 
issue an interim order airecting it to be wound up . 

.(2) A copy of such orG.:er made under sub-section l(a) and sub
section l(c)(iv) shall be communicated, 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 order. 



182 

349. Appointment of Liquidator.-In this section we ~ropose · ~o 
provide for the appointment _of a liquidator. and the fi;xat10n of .·~IS 
remuneration as well as for his functwns durmg the penod for -which 
the interim order is in force and for the period during which the 
society has an opportunity to apl?eal to the. State_ Governm~nt; ar:d 
get its decision. His main functwns for th1s penod ar~ to. hold 1n 
safe custody the records and account books of the soc1ety, .and. to· 
continue the business of the society 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.Cour.t 
shall be deemed to commei:~ce at the time of the presentation .of the. 
petition of the winding up. We, therefore, r-~coinmend that a new 
section, section 99, be added as under:- · 

SECTION 99-Appointment of Liquidator.-(1) When an. jnt_e1:im 
order is passed under section 98(1) for the. winding up of a socie_ty, 
the Registrar may, in accordance with the Rules, appoint a perSOJl 
to be provisional Liquidator of the society and fix his remuneration.· 

(2) On issue of the interim order, the Officers of the society shafi 
hand over to the provisional Liquidator the custody and conti·ol 
of all the property, effects and actionable claims to . which . the 
society is or appears to be entitled and of all hooks, records._~d 
other documents pertaining to the business thereof and shall 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) 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 remain in force, the general ·body of 
the society shall not exercise any powers. · 

_(4)_ The person app~inted under sub-section (1) as ·provisional 
L1qu1dator or as L1qu1dator under sub-section (3) shall subject to 
the general ~ontro~ of t~e Registr~r, exercise all or any of the 
powers mentwned m section 101. 1he Registrar may remove such 
person and appoint another in his place without -assigning any 
reason. -

(5) The wh_o~e of th_e a_ssets of the society shall, onthe appoint
ment of prov1~1onal L1qUI~ator under ~~b-se~tion (1) or Liquidator 
under sub-section (3), vest m such prov1S10?-al Liquidator or Liquida
!or ~ th~f ca~~ mty bb ~nd ~o~w1thstandmg anything contained in 
b ny a~ ?~ el Ll!fe "deitng m ox;ce, if any landed property is 'h~ld 

y a prov1siona 1qU1 a or or Liquidator as the case rna h·" · 
behalf of the society, the title over the' land shall b y :e~r·• 0n 

th t t' e comp ete as soon as e mu a _wn of th~ name of his office is effected 'and 
no Court shall question the htle on the ground of d" · · :•. · · t f · h · 1 . 1spossess1on. wan o p1 1Sfess1on or p ys1ca dehvery of possession,. • 
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(6) In the event of the interim order being vacated. the persort 
appointed as provisional liquidator shall hand over the property, 
effects and actionable claims and books, records and other 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 ~nd 5uch proceedings 
shall, after the interim order has been cancelled under section 98(2), 
be continued by the officers of the society. 

350. Appeal again.st the order.-Section 64 provides for appeal 
against the order of liquidation. It also covers other types of appeal. 
In this section, nothing has been mentioned as to who is competent 
to file an appeal. We are of the view that besides 0fficers bf the 
society, members, who have stake in it· ·should also be entitled =to 
appeal on payment of cost of hearing the appeal. We, therefore, 
recommend a separate section which should be numbered · as 
section 100 and read as under:-

SECTION 100-Appeal against the order of winding up.-,-.The 
Committee or any member of the society ordered to be woun!;i_ up 
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 be against an order passed by the 
Registrar on appeal. 

Explanation.-No applica,tion under this section shall be enter
tained from a member unless it is accompanied by such sum as 
security for the cost of hearing the appeal as may be prescribed. 

351. Powers of liquidator.-Once the liquidator has been appointed, 
it is necessary to· provide •.for his powers. This has been· done· in 
Sections 50 and 58 of the Bombay Act. His powers at present include 
(a) payment to creditors and compromize with them, (b) compromise 
in respect of claims on the society and all questions affecting its 
winding up, (c) determination of the contribution to be made by 
members, (d) instituting and defending legal proceedings, (e) issue 
of requisitions for recovery of dues and contribution to the assets 
of the society, (f) referring disputes to arbitration, and (g) enforcing 
the attendance of witnesses, etc. It is not clear from the section 
whether he has to obtain prior sanction of the Registrar for exercising 
any of the powers. We have p;-ovid~d in the supe1 vision· section 
that he shall be subject to the control of the Registrar, and we art' 
of the view that safeguard is adequate. But if a provision is to b~ 
made for the prior sanction of the Registrar in respect of such and 
every action, we are afraid, the liquidator will not be able 'to func
tion effectively or efficiently. As regards powers, i\ is necessary 
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specifically to provide that he is competent to detenrtine- 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 also empowered to effect recovery. It is also necessary to incor
porate clause (1) as a provision so that he can do all acts and execute 
all documens 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 
raised as to when the liquidator can take steps to liquidate · the 
affairs of the society. The Co-operative opinion differs in this 
subject. One view is that unless an appeal is disposed of or the 
period of appeal expires, the order is not strictly effective an::!, 
therefore, 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 unlP.ss 
he Js 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 effective 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 liq].lida,tor because . 
in specific cases, the authority hearing the appeal or the Registrar 
competent to issue the final order can restrain the liquidatoi 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:-

. S~CTION ~01-Powers of liquidator.-The liquidator appointed 
under _Section 99 shall hav~ powers, subje~;; to the Rules <1nd the 
g~era1 control of the Reg1~trar ~a~ to institul;;- and defend any 
SUI~ and. other legal proc~edmgs, civil or criminal on behalf of the 
soc~ety m the name of his office ; (b) to carry on business of the 
soc1ely so fa: as may be neces~ary for the. beneficial winding up 
of dthe t~ameb1, (

1
c)_ to fselhl the _Immovable and movable property. 

an ac 10n~ e c:_ a1m o t e soc1ety by a pu!Jlic auction or rivate 
contract w1th p~wer to transfer whole or part thereof tg any 
person or body mcorporate or sell the same in parcels. (d) t · 
on the security of the assets of the society any me ' 0 _raise 
(c) to investigate all claims against the societ-, <>nd ne~. retqmredh; 
provi~ions of this Act, to decide questions o/ prio;itysu Je~ . to t e 

· ar1smg out 
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tl~ such cl<iinis, and ta pay any class or classes of creditors in full 
or rateably ac,cord.ing 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, whereby 
the society may be rendered liable ; (g) to compromise ail 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
butory or alleged contributory or other debtor or person apprehend
ing liability to the society and all questions in 2ny way relating 
to or affecting the assets or the winding up of the society on 
sucl.l terms as may be agreed and !ake 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 remaining 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, past 
officer 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 
o£ any books, accounts, documents, securities, cash or other 
properties belonging to or in the custody of the society hy 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 qame 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 contribution, 
debt or dues to be recovered froin a member or a past member 
or th~ 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. 

854. Withdrawal of finat 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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equity demands that the person passing the' order should also have 
the power to cancel it. Secondly the appellant authonty .has t~e 
right to rescind the order. We have provided for the . appeal m 
Section 100. In either cases the effect of the final order l:emg eanc~l
led has .got to be provided for in the Act: To- n:ee~ these eontm
gencies we propose a new section. The obJect of 1t 1s to lay_ d~wn 
who can cancel the order, and after. it is cancefled, what the LJqmda
tor should do. In Bombay an order once· issuEd cannot be cancelled 
and once an appeal is dismissed there. is no remed,v. for tJ;e restor~
tion of the society even though. it m1gl).t be des1rable m. certam 
drcumslances, 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 larg'e-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 
been done under Section 99, that the -acts oi the liquidator should 
be: binding on the society even after the liquidator hands over the 
chargP and such proceedings should be continued by the_ society. 
Otherwise action taken in the interest of the society is not likely 
t(l be pursued .. We, therefore, recommend that a new Section, 
Section 102, be added as under :- · 

SECTION 102-Withdrawal of final order.--The State- G:ov~rnment 
or the Registrar, in an. appeal under Sectio;-)_100 and the Reogistrar 
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 th-e c-ancella
tion of the final order, the liquidator shall arrange for the constitu
tion of a new Committee in accordance with the bye-laws of the 
society, if the Registrar so directs, or where the Registrar nbmi· 
nates a Committee, -to the nominated committee and shall 
har.d over to such committee the charge cf the society: ·The· acts
?one and the proceedings t<~ken by the liquidator while the wind
mg up order ~emailied in force shall b~ binding on the society_ and 
such. proceedmgs shall, after the · wmding up order:· has~ been 
can_celled, be continued by the Committee and officers of ·the 
SOCiety . 

. · 355. !fJfJ_ect of order to. wind up.~After the final order for vtind
mg up l.l tssued, thr_ee thmgs _follow. · !t'irstly, though the ·status· and 
pow~rs of the soctety contmue until it is dissnlved, business is 
r~sb:tcled to the extent ~f its benefici!)l winding up. Secondly. the 
hq:ndaor shall procee~ w~th the liquidation cf the society and thl dl 
su_tts are _.st~yed OlJ.·':"~ndt~g up order.· The last provision is in lin~ 
w!th D simtlar: provision m the Companies Act. We find· that -the 
Bthar and Onssa Co-operative Societies Act, 1935, provides for· ·it 
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in •Section 57. We .have also provided for barring the Court :Ironi 
~i.tesiioning the title of a Liquidator to the landed property. We, 
therefore, recommend a new Section 103 as under :-

$ECTION 103-Effect of order of winding up.-(l) Aftei: the 
expiry of the period for appeal against the order made under 
' j - • ' • 

Seetion 98 ( 1) or where the appe!!l has been dismissed, the orde·r 
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 ,beim made on the joint petition of creditors and contribu
·torfes: . When a winding up order becomes effective the liquidator 
shall proceed to realise the assets of the ·;ociety by. sale or other
wise &lid no. dispute shall be commenced or, if pending at the date 
or the •winding up order, shall be proceeded with, . against the 
SQCiety, except by leave of the Registrar and subject to such 
terms as the Registrar may impose. The Hegistrar may, of his 
O'ivJ1. motion, however, entertain or dispose of any dispute . by or 
'again~t· the· societv. 

<J5fi: · 8ar of ~suit in winding up and dissJlution matters • ..;_ This 
s.u):>j~_ct has be~!l dealt with adequately by SecHon 51 of the Bombay 
'Act.:· The·onl)' contingency is when the winding up order is cancelled 
·under section 102. Once the order is canceller!, it is obvious that 
the provision in this section should cease to operate but it would be 
_q!l.faiz;Jo Jh!! Ltquida.tor if he were to be .subjected to Court proceed
'ings_ <it' oth·erwise for his actions. 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 matters.
Save In so far as is expressly provided in this Act, no Civil Court 
shail take cognisance of any matter connected with the winding up 
i¢r ,cfissolution of a society under this Act and when a winding up 
order has been made no suit or other legal proceeding shall lie' or 
lie. proceeded with against the society or the liquidator except by 
ieave·of the Registrar and subject to such terms as he may impose : 

Pmvided that where the winding up order is cancelled the 
·provisions of this section shall cease to operate <o far as the liability 
'o! the society and of the members thereof to be sued is cqncemed 
out. ·they ·shall continue to apply to the person 'dho acted as 
Liquidator. 

357. Audit of Liquidator's accounts.-The present position ·in. res
pect of the Liquidator's work in Bomb~y State is mos.t unsatisfactory. 
ril many cases liquidation proceedings are dragged on for a numb_ei' 
·of:years1:ind thougli the Rules require that the Liquidator has to sub
·:rtiit ··quarl:etly reports it is not always that this is dlone. The wor~t 
::thing :rs lhat tlie members of the society in liquidation do not know 
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how the work of liquidation has been proceeding. Often :time.s, · the 
money belonging to the society in liquidation is not deposited m the 
Bank. To overcome the legal difficulties which do not take note of 
administrative problems, we propose that the law should ~se 
certain oblioation on the Liquidator on the lines of those In the 
Companies Act. These are the maintenance of account books in. t~e 
prescribed form and getting them audited and cir?ulated for ~he m
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 :-

SF.cTION 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 cwinding 
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 liabfe for any irregularities 
which might be discovered in the course or as a result of audit 
in respect of tr;~nsactions subsequent to his taking over the affairs 
of the society and may be proceeded against as if it were an offence 
under section 85. 

356. . Liquidator's report.-Rule 38 pr_ovides for the Liquidator's 
report m regard to the progress of the wmding up proceedings. This 
report is required to be submitted every quarter. As mentioned in 
the preced_ing paragraph we are of the view that the members of the 
society should know how the Liquidator has been functioning. We 
concece 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 tlre 
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 ~9, submit a preliminary report 
to the Registrar, (a) as to the estimated amounts of assets and 
liabilities, giving separ,ately under ·the heading of assets, parti
culars of (i) cash and negotiable securities (ii) debts due from 
con~ributo_ries, (iii) debts due to the society ;nd securities, if any, 
available m respect thereof, (iv) movable and immovable proper
ties belonging to the society, and (v) the liability of members, past 
members, deceased members, and officers, p,ast 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 <'•'nduct of ·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 Regis
trar shall.be available for inspection to the members of the society 
ill 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. 

·359. ·TermiT!-ILtion of liquidation proceedings.-In the existing 
Act there ·is no provision governing the manner in which the 
Liquidation proceedings are t<:> be terminated. The only reference 
is in Section 52 which deals with disposal of surplus assets and in 
·Rule 38(9) which prescribes that the Liquidator shall summarise 
Ws 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 
cO£ recovery have to be ruled out after that period. The Jaws in 
certain States, however, permit the Registrar to extend the period. 
In Madras, the Committee, 1955-56 has proposed that after three 
}':ears,. 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 any existence. We, · therefore, opine that the liquida
,tion proceedings should ordinarily be terminated within three 
yeats from the date of issue of order and, after providin1 for certain 
contingencies, compulsorily terminated at the end of seven years. 

360. The second point to be noted. is that the liquidation proceed
in~s should be terminated only after the ·Liquidator submits hili fin0;1l 
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te ort to the Registrar and the said report is placed befo:e t~e gener11l 
m~eting of the members of the society called ~or recor~mg 1t an~ not 
for adopting it. We propose to provide for th1s by adding the fo ow-
ing Section, as Section 107. 

SECTION 107-T~ination of liquidation proceedi"!gs.-(l["Where 
the order for winding up a society has not been Withdrawn under 
Section 102, the winding up proceedings of the society sh~ll ~be 
closed within three years from the date of the order of the wmdmg 
up unless the period is extended by the Registrar : 

Provided that the Regjstrar shall not 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 d~te .of !he 
order for winding up of the society, deem that the hqmdatJOn 
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 o:f:'.,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)! ."fhe 
Registrar shall terminate the liquidatiOI). proceedings on receipt of 
the final report from the Liquidator. The final report of-the 
Liquidator shall state that .the liquidation proceedings of the society 
have been closed and how the winding up has been conducted· and 
:he property of and claims of the society have been disposed'·ot 
and shall include a statement showing a summary of the· account 
of the winding up including the cost of liquidation, the amount, j,.£ 
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 th~ 
members of the society for recording his final report. · 

361. Effe~t of cancellation of. Registration.-section 49 of Bol!lbay 
Act deals With the effect of cancellation of registration. This section 
provides for the cancellation of .societies in respect of whic!J.a· Ljqu~
d~tor may not have b~e': app~mted. We. cannot Visualise a society . 
w1thout a ;fund once 1t IS reg1stered. It may be however' that dn 
certain societies such as those, which have not co~menced ·husin~ 
the quantum of funds may be negligible. We submit that· once.<•th~ 
society is registered, its liquidation sh~uld be under the supervision 
of the Registrar. and, therefore, the appomtment of Liquida:tor·may·be 
for ~ ~~y, !s nece~sary. We hav~, 0erefore, ruled out alr~ady the 
poss1b1hty 1n Sectlof! 99 of no L1qu1dator being appointed ·for ;~.ny 
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society 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 cloEd 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, ·therefore, 
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 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 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 which 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 Specilil 
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 is 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 Union, 
ancl finally a charitable purpose should have a claim over the surplus. 
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363. We are informed that in the absence of any specific period for 
the utilisation of the surplus, large funds of s?cieties which, w~nt into 
liquidlation have been lying idle with the Regrstrar and we thmk that 
this surplus should be utilised- for the benefit of the movement. In 
rorder. however, to prevent the accumul~tio~ of. such funds. m .fut~e, 
we think it necessary to provide for a time penod at the appropnate 
_stage. The orLginal object of Section 52 of ~he Bombay Ac:t 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 tto 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 causes of 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:-

SECTlON 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 s_ociety exists or is registered within 
three years of the cancellation of lthe 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 utiJi.ty ~nd of local interest, as may be 
recommended by the members m general meeting held under 
Section 107 (3) ; · 

(b) a fed.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. S!LrJ?lUS assets of housi~g society.:-B:~'>re winding up this 
chapter, 1t IS necessa~ to exa_m~e ~he proviSions in regard to the 
surplus assets of hous1ng soc1etJes m the Act of 192~ s t' 53 . th . t • f h . . v. ec Jon requ1res e appom men. o t ree ~omt liquidators one nomi t d b , . . na e y 
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the Registrar, one by the society and one by the Bombay Central 
Ccroperative Institute. If any of the latter two fails to nominate its 
representative in 30 days, the remaining liquidators or the sole 
liquiaator can function. In the definition of liquidator given in 
section 2, we have not excluded the possibility 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 Liquidiato: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 ()f Section 101 recommended by us. A point may l:>e raised 
a:; 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 of 
the section will not mean any depavture from the existing practice, 
which is sound. For reasons explained, we have come to the conclu
sidn 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 pra_ctice. Therefore, we recommend the deletion of 
Seotion 53. 

lrA Qb 2437-13 
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CHAPTER XU. 

FARMING SOCIETIES. 

365. The history of this chapter dates back ~ .1922 when 
a Government Committee recommended that the protection of C):ops 
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 soeieties. 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 of 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 assoc\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 1948. This Act refers 
in various sections to only Co-operative Farnrlng Societies which it 
definies as " a society registered as such under the Bo~bay Co
operative Societies Act, 1925. To our knowledge societies in the 
group are classified according to their sub-groups ~nd they are not 
registered " as such". As a result disputes have arisen over. the 
benefits conferred by the Tenancy Act on societies within the fold 
of Co-operative Farming. We, therefore beg to recommend that the 
ma~n . classification for any . of these s~cieties . should be farming 
soc1eties and the sub-head nnght be a particular sub-class of societies. 
To .fa~ilitate .this c~as~ification it is necessary to include all types of 
soc1et1es fallmg w1thm the group though their nomenclatures are 
different on account of their distinctive features. The pl'esent Act 
defines a ~·farming society" as a society formeQ wHh the qbject of 
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promoting development of land and bett!!r methods of cultivation, 
etc. _Among the means mentioned are improved seed, irrigation, 
bundmg, tractor ploughing and soil conservation. Consolidation of 
holdings, land reclamation, land improve!Ilent and fencing are also 
the accepted means to promote better farming. .A further distinction 
has been drawn between a better farming society and co-operative 
farming society. Where cultivation is done by individual members 
of a society the society is described as better farming society. 
Where it is done collectively or jointly, 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 daily 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 cultivation, it is called 
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·C'i(;ty 
is described as a co-operative collective society. In 1the case of 
co-operative collective farming society, the essential feature is that 
the land belongs to the society. Societies are also· classifit>d 
according to the means they adopt for promoting better farming 
as has been stated earlier. 

367. In all these societies the 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 UDderlying 
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 agTicultural 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 admitted in a society as a member to appeal to 
the higher authorities. The corollary of this 'C)rovisions should be 
that where the majority in a particular area opines that co-operative 
effort is desirable in a particular direction, the J!'linority 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, llppointment of an 
Enquiry Officer, procedure, etc. We are of the view that many of 
tlie provisions in this chapter are such as to fall legitimately 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 

1.-A Qb 2437-13a. 
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matters which can safely be relegated to the Rul~s after incorporat
ing the bare principles in this Chapter. In our .op~ion,. three things 
have to be provided for under the Law. These relate to the st·heme 
and the registration of a society, the effect of the scheme and regist
ration and powers of the society after registration as regards the 
financing of the scheme, and recovery of due~. It. is also nec~s~ary 
to empower the Government to exempt a socrety nom the provrsrons 
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 core 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
ing society. To overcome this difficulty and to confer the benefits 
of 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 110, will read as under :-

SECTION 110-Application of this Chapter.-This Chapter shall 
apply to farming societies including better farming societies, 
tenant farming societies, joint farming societies, collective farming 
societies and societies for consolidation of holdings, land reclama
tion and improvement, crop protection, irrigation, and for provid
ing enbankment facilities : 

Provided that the State Government may, by general or special 
order published in tlie Official Gazette direct that the provisions 
of this Chapter shall also apply to any other class of societies and 
thereupon they shall apply as if such societies are farming 
societies. 

370. Registration..-The procedure preliminary to the registration 
has been laid down in Section 64-c, 64-D 64-E 64-F 64-H 64-I 

t , ' , ' 
64-J, 64-K and 64-L. We recommend that all these Sections 
should be transferred to Rules. The point to be noted in connection 
with the registration is that a society should be registered after 
its scheme becomes final in publication, and when those affected by 
the sch~me c~n assume certain rights and liabilities in the society 
as mentlonea m 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 the following new Section to be read as Section 111 :-

SEcTio~ .111-Regis~ratio_n.-(1) If the Registrar is satisfied that 
the condrbons of reg1stratron as laid down in Section 6 of this Act 
have been fulfilled and that the scheme propo~~d by the society 
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is eco~omically sound and has been sanctioned by the State 
Government after due enquiry in the manner prescribed the 
Registrar shall register the society. - ' 

(2). Notwit?standing anything contained in sub-section ( 1), no 
farmmg 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 tile land proposed to 
be included in the area of operation of the proposed society 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 nE>cessary 
that the society should have powers to 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 reg'istration.-(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 aJJd 
shall be subject to such liabilities as are conferred or imposed on 
them under the byelaws of the society. 

(2) The society registereC/ 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 6-!-P 
of the Bombay Act deals with nues of farming societies. It lays 
diown 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 no?-~embers 
as well it is necessary to provide for the charge on their mterest. 
As regards recovery of arrears, Section 64-Q lays down 
that these are recoverable on the application of the society, by the 
Collector as the arrears of lan~ revenue. The latter proviscr is in 
accordance with the provisions in section 59 of the present Act. In 
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recommending Section 94 in place of the existing Section 59, we have 
visualised that the Registrar should also have the power to execute 
the awards. F9r. the purpose of recovery of arrears we are of. the 
view that. it would be enough to llly diown. that the provisi-qn in 
Section 94 can be invoked. • With these objects in view we recorn,mend 
that Section 64-P and 64-Q ·in the Act of 1925 be deleted and_ the 
following new Section 113 be substitutea. 

SE~TioN 113-Dues of Farming Societies and their rec?very.
(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,,ember or not, m respect of any other rights or amounts 
pay?ble by him to such society shall be a first charge upon his 
interest in the crops or other agricultural produce on the land in
cluood 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) shallr 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(l) 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 recommen<iled in paragraph 33 that the 
present Act should be replaced by a fresh !egislation. The clause 
will also have to be extended tQ other component parts of the St?te. 
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 Of]icial Gazette, exempt any £armina society 
or class of such societies from any or all of the provfsi<ms of 
Chapter 1X. · 

(2) Any farming society in respect of which a certificate of 
registration has been issued by the Registrar under Section 10 of 
the B?mbay .co_-operative S_ocieties Act, 1925, or any other Co
operative Soc1etJes Act apphcable to societies in any of the com
ponent parts of Bombay State, before this Act comes- into force 
shall be deemed to have been validly registered tmder this Act: 
notwithstanding that any of the provisions of Chapter IX as to 
registration have not been complied with. 
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CHAPTER xm. 

LAND MORTGAGE BANKS. 

374, Brief history.-The search for an agency to prqvide'long
term crecilit 'for agriculturists for financing their capital expenditure 
~n !and was initiated as early as 60 years ago. In Bombay State a 
hm1ted effart was made by the Bombay State Co-operative Bank 
:and, following the appointment of a Committee at the Gujeraf Divi~ 
sion Conference in 1923, plans were formulated for setting up district 
land mortgage banks. · Ten years after this, the Government of 
Bombay appointed a Committee to examine the question of develop
ment of land mortgage banking in ~he State. As a result of a resolu
tion passed in the Bombay Legisl~tive Council in 1935, empowering 
the Government to guarantee the principal and interest of debentures 
upto Rs. 50 lakhs for enabling the landl mortgage banks in the State ~o 
raise the resoi,lrces, the Bombay Provincial Co-operative Land Mort
gage Banli was started. This was followed by a net-work of primary 
land mortgage banks in the districts and where these did not exist, 
the Prqvincial Land Mortgage Bank either directly handled the busi
ness of mortgage banking or entrusted it to district co-operative banks 
ori an agency basis. In Saurashtr~, a central land mortgage bank was 
startedl in 1951 under the Bombay Co-operative Societies Act, 1925, 
as adapted and applied to the Saurashtra State. This bank received a 
stimulous from the tenancy reforms initiated under the Saurashtra 
Land Reforms Act. In Madhya Pr~desh, the State Co-aperative Bank 
had a separate department for handling land mortgage banking and 
the Vidarbha Co-operative Bank has inherited its share in this Depart
ment. In Hyderabad, the Hyderabad Co-operative Land Mortgage · 
Bank fu:ncti•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. Legislaticm.-Legislation governing the land mortgage banks 
in country, has not followed a uniform pattern. Only a iew States 
have any special legislation on this subject. Separate Acts exist 
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in Madras, Andhra, Travancore-Cochin and Madhya Pradesh. T~e 
Central Provinces Co-operative Land Mortgage Banks Act, 1937, IS 

applicable to the Land Mortgage Department of the Vidarbha Co
operative Bank. In Mahar~sh.tra and. Gujer?-th of Bombay ~tate, 
the Bombay Co-operative Soc1etles Act IS apphcabl: and t~ere IS no 
special legislation. Under this Act the only matenal 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 summary 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 restric~ion 
on transfer of share or interest and proviso to section 27 wl:iich 
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 ;>roductive loans 
should go the discouragement not necessary of all non-productive 
loans, but certainly of noncproductive 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 
s~ould provide_ guarante_es to the State Land Mortgage Bank till the 
dispute regardmg the title was settled and thought that this could 
be _done if the Government provided ~ guarantee fund to the primary 
umts. . These and other reco~mendatlons of the Rural Credit Survey 
Comm1ttee are at present m the stage of implementation in the 
.Bombay State. 

378. Impact of other Laws.-In the initial stage of the development 
o! the Bombay Pro':'incial C~-operat.ive _Land Mortgage Bank, redemp
tion of the d~bt was the _prime obJective for borrowing long-term 
loans .. The Bombay Agncultural Debtors Relief Act, 1947, assigned 
:'1 defimte place to the land mo_rtgage banll:s. in the old Bombay State. 
But subsequently, the pauc1ty of leg1timate banking business 
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and the necessity for providing finance to housing societies prompted 
the Provincial Land Mortgage Bank to extend its acttvities to housing 
finance. Far reaching repurcussions of the -legislation were, how
ever, no~-•ced a> a result of the enactment of the ·Bombay Ten<lncy 
and Agncultural 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 tenant 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 ppce 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 time 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 purchase 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 parts 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 recommenda
tion in this Chapter against. this background and beg to draw its 
attention to the recommendations of the Rural Credit Survey 
Committee that State Governments should review their tenure and 
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 banking. 

380. Pctttern of legal framework.-Land mortgage banks in Maha
rashtra, Gujarat and Saurashtra are presently registered unaer the 
Bombay Act and there is a school of thought which feels that these 
banks should be governed under a separate Act of the type in force 
in certain States, notably Madras. We find that the oasic constitu
tion 0 r these banks is co-operative and, to that extent, they miJSt be 
governed by the Co· operative Societies Act. Even in 1\fadras. which 
has a separate Act, the Land Mortgage Banks Act, such banks are 
registered under thE' Madras Co-operative Societies Act. The IJnly 
point that remains, relates to special features of their working. We 
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recognise the importance of these features for which legal provisions 
are necessary and opine that a Separate 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. The Madras Land Mortgage Banks Act, 1934, is comprehen
sive so far as land mortgage banks are concerned. This Act empowers 
the Centr.tl Land Mortgage Bank to issue debentures, provides for 
the appointment of a trustee to ;;afeguard 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 :Mortgage Bank, 
empowere:s the Registrar to sell the produce of the mortgaged land 
to recover the arrears of a land mortgage bank and enables the land 
mortga11: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. Tfi:e 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 is not 
supportc·i by primary land mortgage banks, and, therefot'e, combines 
in itself the functions of a Land Mortgage Bank and primary land 
mortgage banks. The pattern that has been developed .in Bombay 
~tate 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) application of the Chapter, definition, etc.; (2) appointment 
powers and functions of Trustee; (3) issue of debentures: 
( 4) Government guarantee to debenture holders and any cthe; 
guarantee; (5) vesting of ass~ts in trustee; (6) prior c!-.&rge 0~ 
bank ; (7) mortgages executed m favour of primary land mortgage 
banks vested in the State Land Mortgage Bank : (8) mortgages 
not to be question ; (9) mortgages executed by manager of jdnt 
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Hindu family; (10) right of land mortgage bank to pay 
a prior debt; (11) restrictions on lease by a mortgager; (12) power 
of land mortgage banks to receive money and to give discharge ; 
(13) power of land mortgage banks where property is destroyed; 
(14) aistraint ; (15) power of sale of property and power of trustee 
to direct sale; (16) right of mortgage banks to buy; (17) applica• 
tion to set aside sale; (18) confirmation of sale; (19) appointment 
of a receiver ; (20) distribution of sale proceeds; (21) certificate 
to purchaser ; (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 banks 
not to bid at sales ; and construction of references to Acts ; 
(27) jurisdiction of the Transfer of Property Act. 

383. In the above list we have covered (a) the scope of banks, 
(b) the means 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) P>iority 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 arising 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 office1·s 
and receivers 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. .ll.ppUcation of this Chapter.-The provisio:1s 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-Apptication 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 deemed 
to pc registered under the Bombay Co-operative Societies Act, 
1925 and admitted as a member of the State Mortgage Bank and 
incl~des the State Mortgage Bank where it functions as a mort
gage bank and any other co-operative bank permitted under this 
Act to function as a mortgage bank. 

335. 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 ihe 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 Government and 
a pattern 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 functions of the Trust ~e are 
mainly 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 1!6-Appointment, powers and functions of Trustee.
( I) 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 debent.ures issued by 
the State Mortgage Bank. 

(~) The . Trustee appointed under Sub-section (1) ·shall be 
a corporatlon sole, by the name of the Trustee for the debentures 
in respect of which he is appointed, and, as such, sh~ll have the 
perpetual succession and a common seal and in his cvrporate name 
shall sue and be sued. 

· (3) Powen 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 between the State 
Mortgage Bank and the Trustee. · 

386. Issue of Debentures.-The issue of debentures can only be 
made by the State Mortgage Bank when the deb('!ntures are guaranteed 
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 terms 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 method of redemption are the three important points arising 
from the issue of debentures. It is also desirable to vest the power 
of calling 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, the loan period is important. Since it is usuaHy 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 n1arket &t 
any time. Therefore, the maximum period has to be ~u;nciently 
long. In our opinion it would be safe to place the ceiling at 30 
years. Finally, a provision is necessary for restricting the 1ssue to 
a maximum equal to the assets of the Bank in order to safeguard 
the interests of debenture holders. To cover these puiuts we recom
mend Section 117 as be~ow : -

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 mortgages 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 Mortgage Bank the right to call it at any time in ativance of 
the date fixed for r.edemption after giving to the holder of the 
debenture not less than 3 months' notice 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 th~ 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 nomaining in the hands of the State Mortgage Bank 
of the Trustee at that time. 

387. Guamntee by Government.-The issue of debentuus can be 
a success only if it is a trustee security and has, therefore, to be 
guarantel'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 debentures. 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 bas~s 
of which debentures were taken up by debenture h:olders. Thrs 
would be unfair and a safe-guard is necessary. The precrse procedu:e 
for varyir,g the terms of the guarantee has, therefo!"e, to be lard 
down. 

388. In the context of the future development, the State ~overn
ment might provide for other guarantees as well. Thus for mstance 
the Rural Credit Survey Committee has recommended that the State 
Government should provide guarantee to cover the difference between 
the value before and after improvement of land so that long-term 
credit can be provided more liberaliy 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 
f<lllows :-

SECTION 118--Gu.arantee by State Govemment.-(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 fuced by the State Government and subject to 
such conditions as the Stats Government may think fit to impose. 

(2) The State Government may, after consulting the State Legis
lature, increase the maximum amount <~J! 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 <~ther 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
vided that the withdrawal, restriction or modification of any guaran
tee 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 notificat~on and notice referred to in sub-section (3) 
shall where the maximum amount of guarantee is to be restricted 
or the conditions subject to which the guarantee is given ·are to ~ 
modified. ~et forth, with sufficient clearness the scope and effect 
of the restriction or modification as the case 'may be. 

(5) The State G<lvernment may also guarantee to the State Mo~ 
gage Bank for a specified period the repayment of loan to the 
extent of the excess where the loan given by the State Mortgage 
Ban~ c~ a mortgage Bank to member for the development of any 
and rs l!l excess of the amount of the loan to which such member 
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would! be entitled on the b;asis 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 tTUS'tee. and debenture hOlders' charge 
on assets.-The debentures are issued on the security of the assets 
of the borrowing 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 mortgage 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 of 
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 adequ<lte> 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 At:'t JI:Ulll, "nrl 
the Agriculturists Loans Act, 1884. It also lends money to individual 
agriculturists and their societies in various other forms. Loans made, 
before cre<iit thus available, by mortgage banks have obviously to be 
secured by the first charge on the land ; and it would be unfair to give 
the Government d'ues a precedence over the loans of 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 ;arisen as a 
result of the operation of the Bombay Tenancy ;md Agricultural 
Lands Act, 1948. The implications of this Act vis-a-vis land mort
gage banks have been explained in paragraph 378. 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 annu11l 
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 postponed because 
of _these difficulties and mortgage banks cannot afford even in 
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their own interest to curtail their lending operations. We are of the 
view that both in the context of the agricultural development of the 
State and the interest of mortgage banks a solution is required. We 
think it necessary to emphasise that the purpose will be served by 
providing th<.t the loan of mortgage banks shall carry the security of 
the interest of 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 
subjec~ to the mortgage. In effect the mortgage will follow the land 
and the change in its ownership. In this context we beg tv invite 
the a ltentiun 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 recommend the following 
Section No. 120. 

SECTION 120-Priority of mortgage.-( 1) A mortgage executed in 
favour of 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 fotce, granted after the execution of the 
mortgage. 

(2) Notwithstanding anything contained in the Bombay Tenancy 
and Agricultural Lanas Act, 1948, o·r 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 tenant's interest 
therein under the said Act shall be subject to the prior 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 avoid! 
resultant legal difficulties it is necessary to provide for automatic 
transfer. We, therefore, recommend Section ]21 as below:-

SECTION 121-l)1ortgages 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 t111stee. 

394. _Mortgages not to b_e questioned in insolvency of mortgc:.gors.-. 
!n any msolvency proceedmgs unnecessary litigation is involved as· a 
result of the title of the mortgage being questioned on the grounds 
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~hat it was not executed in good faith. A safeguard has been provided 
m 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 unaer :-

SECTIOn 122-Mortgages not' to be questioned in insolvency of 
mortgagors.-(1) Notwithstanding anything containt:!d in the Presi
dency Towns 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 tali:en in mortgage for advancing loans. Since the lend
ing business of 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 }and 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 lenaer is necessary in order that the lender may not 
evade the payment. At the same time in the event of a dispute over 
the.· amount, his rights should not be prejudiced. For this purpose the 
necessary safeguard has to 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 aebt 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 cuch 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 
notice : 

Provided that where there is a dispute as regards the amount of 
any such debt, the person to whom such debt is due shall be bound 
to receive payment of the amount offered by the mortgage bank 
toward~ the debt, but such receipt shall not prejudice the right, if 
any, of sucliperson to recover the balance claimed by him. 

L·A Qb 2437-'-14 
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396. Mortgages executed by manager of jo"int liindU. f~I;m:ily.-_The 
onus of proving that money was .borrowed by manager of a JOmt Hmdu 
family for the benefit of that family lies at present ?n the lend~r. 
Under the Hindu Succession Act it is obligatory to obtam the permis
sion of a . competent Court by the guardian of a minor wishing to 
mortgage property held in the name of a minor. Where a mino~ has 
a coparcenary right or interest in the joint ~amily property there ~s no 
need for obtaining such a permission but With the death of the Hmdu 
owner ai 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 
j<>int 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 tJ:!e benefit of that family, the borrower 
may not be able to get long-term funds in time for enabling him to 
undertake lana improvement, etc. We are, therefore, of the view that 
so fiir as lending of land mortgage banks is concerned an exception has 
to be mad.e. For this purpose the following section is recommended. 

SECTION 124-Mortgages executed by manauer3 of Joint Hindu 
families.-( 1) Where a mortgage is executed in favour of a mortgage 
bank either before or after the commencement 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 m<.jor or minor, thereof, the burden of proving 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 an<f 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 ~o~gage or lease the property for a period exceeding 
five years. This Is a salutary provision. Section 24(2) of the 
Bombay ~ct of 19~ provides that no property or interest· in pro
per-ty, wh1c~ Is subJect to a charge .under sub-section (J) shall be 
transfe?"ed m any manner except by. way of lease for a term not 
exceedmg 10 years without the previous permission of the society 
In amending that section we have recommended that no ·transfe; 
or ~ease should be allowed without the previous permission of the 
society ~n~ subject _t? su~h conditions as it may impose. We opine 
that a s1m1lar condrhon Is necessary in respeet 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 fo 
provide that a primary land mortgage bank can give such permission 
only with the approval of the State Mortgage Bank and where the 
len:aer 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 be competent to give its 
approval without the previous s;mction of the State Mortgage 
Bank. 

(2) Where the State Mortgage Bank accords its consent under 
sub-sectiou ( 1) it shall send an intimation tbereof to the trustee 
appointed under section 116. 

398. Power of mortgage bank .to receive money and give dlis
charge.-Although the mortgage is vested in the State Mortgage 
Bank and ultimately in the trustee the dealings with the mortgagor 
are handled by mortgage banks. This facility is the crux of the 
arrangement for linking a State Mortgage 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 
State Mortgage Bank and the Trustee require to have power to give 
any other C!irection where a prim.ary 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 proceeiiing for the recovery of the 
money due under the mortgage. 

399. Power of mortgage bank where mortgaged property is 
destroyed or security becomes insufficient-Long-term funds are 
rrovided by land mortgage banks mainly for land improvement 

I.-A Qb 2437-14a 
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schemes. There is a possibility of any of those schemes being 
turned a failure. In that event the security becomes insufficient 
because the loan was granted 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 it~ dues in such a~ event. 
This provision is necessary because the loan ·1s for a fixed penod 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-Powerof Mortgage Bank where mortgaged property 
is destroyed .or security becomes insufficient.-Where ~ny 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 render 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 to 
repay such portion of the loan, the whole of the loan shall be 
deemed to fall aue 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 
fields for agricultural credit are fairly well demarcated. Short term 
agricultural credit is handled by agricultural credit societies, central 
co-operative banks ana the State Co-operative Bank which have crop 
as the main security and the land as a supplementary security. In 
the. case of. la~d mortgage banks advancing long-tenn funds, the 
mam secur1ty 1s land and the supplementary one is the crop. In 
the circ~mstanc~s, we are afraid the demand of land! mortgage banks 
f?r havmg a_ pnor charge over the crops notwithstant:ling the opera
bon of Sect10n 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 interest of ~he short-term agricultural co--operative 
structure. Another suggest10n that has been maae is that the law 
should lay down that "the distraint should not be excessive". In 
our opinion this is unnecessary because once distraint proceedings 
~re instituted the other creditors of the mortgagors will also step 
m t~e. shoes and, th.eref~re, no useful purpose will be served! by 
prov1dmg that the d1stramt shall not be excessive and then cir
cumventing it by adding an escape clause that " any mistake, defect 



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 restricteC. 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 from the date on which 
it fell due or if on default being made by the mortgagor in pay
ment of land revenue or any other Govermnent 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 
demand, 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 mle 
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 for 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 reamnable 
oppoJJtunity 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 necessary owing to local 
interest or for other reasons. In that event the State Mortgage Bank 
should have the power to direct the primary unit to take action. 
A contingency has also to be visualised whereunder even the State 
Mortgage Bank might not take action and in that 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) Notwith&tanding 
anything contained in the Transfer of Property Act, 1882, or the 



Trustees and Mortgages Powers Act, 1886, the _mortgage bank or ·any 
person authorised by it in this behalf shall, m 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 ~rmg t~e 
mortgaged property to sale by public auction in the Village m 
which the mortgaged 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_ until (a) the mortgage 
bank has been previously authorised to exerc1se 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 been served upon 

( i) the mortgagor or each of the mortgagors ; 
(ii) any person who has any interest in 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 has in a suit for adminis
tration of his estate obtained a decree for sale of mortgaged 
property ; and 

(a) default has been made in payment of such mortgaged money 
or part thereof for three months after service bf 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 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 by 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 1the 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 have a separate Section 
conferring the right to buy land in certain circumstances on such 
banks. In the Bombay Act of 1925, a similar right has been conferred 
under Section 59-A on all societies. In Section 97 recommended by 
us we have. retained this provision. Since iand mortgage banks in 
Bombay State are govern~d by the Co-operative Societies Act, 
normally no separate Section would have been necessary. But practi-. 
cally _the whole of the busineEs of the land mortgage banks is on the 
secunty of land, and sales of. mortgaged land are likely to be more 
freq11ent. In such an event, If any mortgage bank were to exercise 



the right of buying such land because no purchaser comes forth ~0 
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 
1948, as mddified up to March, 31st 1956, however, impose a ceiling od 
the maximum holding and economic holding. We are afraid that 
mortgage banks will have 'to be exempted from i.hese 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 holding 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. 

SECTION 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 wi'th 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, 
1948, or any other law for the time being in force, fixing a maximum 
limit of agricultural holding shall apply to tthe acquisition of land 
by a mortgage bank or the State Mortgage Bank under 
sub-section (1). 

403. AppiHcation to set aside sale.-Legislation in certain States 
has provided ·for 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 tthe 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 purpqse will be served 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 aEsured of getting 
the same purchase price. The other point is about the sale officer. 
Similar laws provide that the Government may 3pp'oint 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 publiG 
auction. We, 'therefore, do not recommend any of the two provisions. 
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404. Confirmation of sale.-The confirmatiun Clf sale 'is important 
oecause the ultimate lender, i.e., the State mortgage Bank has to be 
satisfied throt 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 :the view that the sale shall not be complete unless it is 
approved b:y the State Mortgage Bank and confirmed by the Regi~t:r:ar. 
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. We, therefore, 
recommend :the following section. 

SECTION 131-Application to set aside sale.-(1) On effecting the 
sale by a mortgage bank under Section 129, the Bank shall, in the 
presc~ibed 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 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 
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) Wh~re the trustee has effected the sale under section 129 (2), 
he shall, m the prescnbed manner, submit to the Registrar a report 
setting forth the manner in which the sale was effected and the 
result of the sale and the Registrar may confirm. or cancel the 
sale. 

(4) Where an order is passed by the Registrar under sub
seetions ( 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 su.m last bid and deposits the full amount of the last bid. 
On so domg, the property shall be sold to the State Government. 

. 405. Disposal .of ~le proceeds.-Two things follow after the sale 
~~ confirmh ed. Firstly . the sale proceeds are received and secondly 

e pure aser gets a title to the land We ro t · · 
latter aspect in the next paragraph . So fa~ a;~she do ,deal lWitfh thle 
proceeds, is cone rn d t · · . ·. e .sposa o sa e 

e e , cer am pnonties have to be fix d S t' 107 
of the Bengal Act and section 19 of th e · :c IOn 

operative Land Mortgage Act direct th~t ~entra/ Provmce Co .. 
firstly be applied to meet co~t and e . sa e proceeds shall 
tion with the sale, secondly towards e:~~~n.egs tmhcu:red in connec-

e mterest 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 disti:ibuHon 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-DisposaZ of ~Ze 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 charges 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 thereafter 
shall be valid and effectual against any demand relating thereto 
madt upon the mortgage bank py the mortgsgol.· o:r 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 
claims 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 proceeds 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 necessary provision is required 
to assure hiim that this is possible. These aspects ha\"e been 
covered in the following section recommended by us :-

SEcTION 133-Certiji.cate to purchaser, delivery Of property and 
title of purcha.ser.-(1) Where a sale of a mortgaged property has 



21R 

d ti 131 roceeds have become absolute un er sec on ar - -
been received in full by the mortgage ba!_lk, the mort~age bank 
shall grant a certificate to the purchaser_ In the prescnb~d form 
specifying the property sold, the sa~e pnce, the da~e of 1ts sale, 
the name of the person who at the tJ~e of the sale IS declared to 
be the purchaser and the date on wh1c~ the sale: became :b~ol':te 
and upon the ·production of such certificate the Sub-~~g:strar, 
appomted under the Indian Registration Act, 1908, w1thm the 
limits of whose jurisdiction, the whole or any part of the property 
comprising such certificate is s!tuated. shall enter the contents of 
such copy in his register relatmg to Jmmovable property. 

(2) (a) Where the mortgaged property sold is in the vccupancy 
of the mortgagor or of .some person on his behalf or some person 
claiming under a title created by tile mortgagor subsequent to 
mortgage in favour of the State Mortgage Bank or the 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 maqe by putting such purcho.ser 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 has been granted under sub-section ( 1), the Court 
shall, on the application of the purchaser and 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 <tf 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 notice of 
the sale was not given or the power of sale was otherwise impro
perly or irregularly exercised : 

Provid:d th~t any perso~ who has suffered any damage by an 
unauthorised, 1mproper 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 . offi~ers of mortgage bunk from personal 
appearance be_tore regtSten~g otJ!cers.-Under the Indian Registra
tion Act, ~arh:s to the reg~strahon of a document nave to appear . 
before reg~stenng officers. The need for exempting the officers of 
the mortgage banks. has ste.mmed from the fact that the number of 
mortgages to be registered 1s large and the jurisdiction of mortgages 
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!& 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) WheEe any instrument is so executed, the Registering Officer 
to whoffisilch 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 recoinrnend that the section be read. as under:- · 

SECTION 135-Service of notice.-(1) Whenever under the pro
visions of this Chapter 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, 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 :-

SECTJON 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 thP. 
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. 
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410. ConstruCtion of referencu to other Acts.-At present, ·Cthe 

Hyderabad Land Mortgage Banks Act, the Central Provinces o
operath'e Land Mortgage Banks Act a.nd the Saur~shtra Co-opera
tive Land Mortgage Banks Act are applicable respectlvely to Marath
wada Vidarbha and Saurashtra. A provision on the lines of 
secti~n 72-A in the Bombay Act of 1925, is, therefore, necessary so 
far as this Chapter is concerned. We, tiierefore, recommend the 
following section :-

SKCTION 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 Bank5 Act, o1· 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 in 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 Mortgage 
Banks Act, 1349F, the Central Provinces Co-ooerative Land 
Mortgage Banks Act, 1937, and tlie Saurashtra Co-~perative 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 
th1s 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:-e 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'lcrwledge 
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 offences under the 
Act and providing penalties for them become :;ufficiently apparent 
and the Bill to consolidate and amend the 1aw relating to co-operative 
societies in the Presidency of Bombay publi.sheri in the Bombay 
Gove•·nment 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 zre (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 f1.1rnishing 
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.nd ell"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 cues 
deducted from the wages of his employees under section 25-A. 
The two sections were incorporated respectively in 1948 and 1954. 
On 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 ha<ring 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 shouid be sufficiently comprehensive 
to cover all typ~s of offences and provide penalties which wo1;1ld 
be sufficient to deter others to commit similar offence;;. In makmg 
a plea for this, . we beg to state that the fear that the so ca~ed 
honorary workers will · be scared . and the. co:operatlve 
movement will consequently be poorer m personnel Is unwan anted. 
At any rate, we strongly feel that nothing will be lost by the move
ment if it is deprived of dishonest workers. In fact, the failure to 
use even the existing 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 replaced last ~·ear by 
the Companies Act, 1956 which deals with the subject matter under 
discussion so far as companies are concerned. In. piloting the Bill 
the Finance Minister explained in Lok Sabha that the p:roposed 
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 here. 
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 company-fine ·Rs. 1,000; 
(2) omitting to file returns-fine Rs. 500; 

(3) filing of untrue statements-2 year's imprisonment and/or 
fine of Rs. 5,000 ; 

(4).violation of provision relating to investments--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 ~usiness before registratiori-Rs. 500 a da ' for 

each person responsible ; Y 

_(8) failure to hold annual general meeting-Rs. 50 for each 
Director; 

(9) fa!lure. to submit annual accounts in time and Director's 
report-Imprisonment of 6 months and Rs 1 000 fi f h 
person responsible ; · • ne or eac .. 

(10) improper issue of balance sheet, etc.-Rs. 500 f 
officer · or every 

I 

(11) default in disclosing . Pl\Yment to a com an·' 1 

imprisonment and/or fine of R 2 OOO · · P .,.-6 months · · s. • per evei:V officer · 
~ . . . 
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(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;000 ; 

(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 pr(lper accounts-one year's imprisonment. 

414. In certain sections previously recommended we have pro
vided that a society sustaining losses should receive compensation from 
those responsible therefor. The penalties proposed in this Chapter 
are in 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:-ope:rative 
movement, the experience of the past 53 years, the nature and exteni 
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 tnat 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 business prior 
to registration. Since this technique has been well d<'veloped in 
certain parts of the State, we. recommend that every member of 
a srx:iety formed in contravention of the provisions of 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 Companie;> Act. 
In section 73, we have empowered the Registrar to enforce the perfor
mance of obligation in respect of keeping of proper books and furnish
ing statements and returns and to take initiative in these matters rf 
the society fails. 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, \\;sh 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 working capital 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 ~~ the. offender in our opinion, 
should be punishable with a months 1mpr1sonme~t and/or ~~ ?f 
Rs. 500. The filing of untrue statements and the failure to mamtam 
proper accounts are, however,· more serious offenr.es and the ends 
of justice can only be met by providing for rigorous in1prisonment. 
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 fr'?m the 
point of safety of funds of society. The Companies Act prov1des 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 from 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 slender because 
the m~mber.s are .known to each oth~r and we do not propose to 
deal w1th th1s particular offence. Sechon 63 and 64 deal with annual 
general meet~g and specia~ general meeting. In both the sections 
we have prov1ded for penalties for the failure of an oflicer to convene 
the meeting, and we do not recommend any separate provision in 
this c)lapter. But Section 63(2), (3) and (4) deal with the submiss' 
of the comm.itte,e's report, balance sheet and profit and Joss arco:~ 
and the Aud1tor s report to the general meeting. The failure to c 
ply with these three sub-sections requires also to be treated aso~~ 
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off~nce for which we have not provided in the relevant sections. The 
Companies Act provides a penalty of six months' imprisonment 
and/or a fine of Rs. 1,000 to Rs. 2,000. Since the requirements have 
been incorporated in 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 Rs. 250 should be sufficient. We have prescribed penalty 
for an Auditor failing to discharge his duties in section 78 and 

. ' therefore, consider any provision relating to that in this Chapter 
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 provided in the Act has 
indirectly served as an encouragement to the 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 experience 
in connection with the enquiry proceedings, we opine that a very 
serious view should be taken of this grave offence. The Ct•mpanies 
Act prescribes a penalty of 7 years' imprisonment. We are, tempted 
to recomniend 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 cr:ndoning 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 81 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, r.owever, 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 extending 
upto Rs. 500. 

L-A Qb 2437-15 



226 

419. Two kinds of offences peculiar to the working of co-operative 
societies remain to be dealt with. These are (a) wilful failure to 
give effect to any decision award or order passed under this. Act, 
and (b) fraudulent dispos~l of property on which the society has 
a prior claim or from which it can realise its 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 is 
noticeable particularly among the educated class. .Much t'f 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· existtng 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 fraudul
ent disposal of property on which a society has a pr!or claim should 
be punishable by imprisonment of six months and/or a fine of 
Rs. 1,000. The same penalty should be awarded where the inter.tion 
is to defraud a society by fraudulent disposal of property w hlch 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-operabive ".
(1) No person, other than a society registered under this Act and 
a person or his successor in interest of any name or title under 
which he traded or carried on business at the date on which this 
Act comes into operation, shall, without the sanction of the State 
Government, function, trade or carry on business under any name 
or title of which the word " co-operative" or its equivalent in any 
Indian language forms part. 

(2) Every person who is a member of a society fc;med 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 139-0ffiences.-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 aliow to be done or 
comply with orders made under Section 73 ; or 

(b) a committee of a society or an officer or member thereof 
wilf.ully neg~ects or refuses to do any act or to furnish any infor
matlon reqmred for the purposes of this Act by the Registrar or 
other person duly authorised by him in writing in this behalf; 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 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 centra1 
co-operative bank or an urban co-operative bank or a postal savings 
bank; or 

(f) a person collecting the share money for a society in formation 
makes use .of the funds so raised for conducting any business or 
trading in the name of a society to be registered or provisionally 
registered ; or otherwise ; or 

(g) a committee of a society or an offier or member thereof fails to 
com_ply 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 oris privy to the destruction, mutilation, alteration, falsifica
tion or secreting o£ 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; or 

(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 glve 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 b~oks, recor~s, 
cash security and other property belongmg to the soc1ety of }Yhil:h 
he i~ an officer, to a person appointed under Sections 69, 70 and 99 ; 

(l)- an officer or a membe• wilfully fails . to comply with any 
decision, award or order passed under Sectlon 89 ; or 
r.-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 o~ 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 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. 

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 o1Ience 
referred tc in Section 139 ~hall 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) l 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 offen~e referred to in 
Section 13!l (f) ; or 

(g) with fine not exceeding two hundred and fifty rupees 
pro~ded that he is convicted of an offence referred to in 
SectiOn 139 (g) ; or 

(h) with imprisonment for a term which may extend to fwo 
years provided that he is convicted of an: offence referred to in 
Section 139 (h) ; or 

(i) with .imprisonme~t for ~ term which may extend to three 
year~ provide~ that .he IS cOnVl<:ted of an offence referred to in 
Section 139 ( t) ; or 



229 

{j) with fine not exeeeding five hundred rupee& provided that 
he is convieted 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 

(!) with imprisonment for a term which may extend to six 
months or with fine not ex~eeding 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 th.at 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 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 lawful for a Presidency Magistrate or a Magistrate 
of the First Class to pass a sentence of fine exceeding one tliousand 
rupees on any person convicted of an offence under Section 139 (n). 

(3) No prosecution under this Act shall be !edged 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 be taken by appropriate authority and, in iairne3s to aggrieved 
parties, the legislature has recognised their right .llf a~r~;~eal. An~t~er 
principle that has been accepted is that an authonty glV:mg a dec!s1on 
should also have the power to review it. These principles of equity 
and justice have been recognised by jurists :while framing Co
operative Legislation. In the case of Co-operative Societies subjects 
falling within the scope of this chapter are listed below :-

(1) Refusal to register a society; (2) refllSal to register an 
amendment; (3) order directing amendment o~ bye-laws; (4) 
decisions regarding amalgamation, division and reconstruction of 
a :society; (5) order directing amalgamation of a society~ 
(6) ordc.>r 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 I•erformance of obligations; (14) order for inspection and 
enquiry ; (15) cost of inspection and inquiry ; (16) surcharge ; 
(17) decisions in d~spute ; (18) attachment 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 
repayment 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 
wli.at manner the jurisdiction of different authorities be distributed 
over matters relating to the subjects referred to in the p!'eceding 
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 ~ocietY:. In Section 23 we have. provided facilities for any person 
not adrmtted as member by a soc1ety 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 St~te Co-operative 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 shGuld 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 against 
decisions of the Registrar and the Joint Registrar, otherwise than in 
appeal. The subjects falling within the sphere of policy in ooJr opi· 
'nion are (1) registration of a society, (2) amendment of bye-laws, 
(~i) RE:giEtrar'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 110 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 
enquiry 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, 
inspection audit, etc., the responsibility of loss etc., to a society, 
believe that it can be judiciously fixed and the surcharge can be 
speedily recover~d ~f the appellate authority is not. such ?S ~ take 
an ultra legalistic v1ew of the matter. The other v1ew pomt JS 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. It is, 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 Regist~ar who has 
to safeguarc. the interest of a society Is not the person likely to take 
a judicial view of the subject-matter. 

426. Co-operative 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 apportioning the 
cost of enquiry and inspection and .surcharge can b~ appealed 
against by any aggrieved 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 orders should lie· 
with the Tribunal since questions of legality of orders might bE> 
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 challenged. 
Since it is not unlikely that the validity of certain existing Rules 
can be queotioned, 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 Tribunal 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 practicP 
follows certain provisions in Order 41 of the Civil Procedure Code. 
Again, we find that facilities are not available at present 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 
of the. Tribun~l the_ notice for hearing an appeal is short though 
there IS suffic1ent t1me lag between the registration of an appeal 
and the date of hearing. Section 63A( 4) of the Act of 1925 pro
vides that subject to the previous sanction of the State Government 
t!ie Tribunal shall frame regUlatioM, etc. We do not think it 
necessary to change this sub-sect~on and, .therefore, recommend to 
the Government to pursue queshon of reviewing the regulations 
framed by the Tribunal for regulating its procedure and disposal of 
its business. 
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f 4;~· TT~~ sec
1
oz:d point to be noted in connection with the working 

0 f · e n una IS t~e de~ay in the disposal of <tppeals. As a result 
0 our recom~endabons rn paragraph 426 and the reorganisation of 
St~tes, we . thrnk that the volume of appeals io be heard by the 
;r'nbunal Will rise appreciably. The present strength of the Tribunal 
lS ~hree ~nd a bench ·Of two has to be necessarily con5tituted The 
T?bunal s headquarters are _in Bombay, but it is expected t~ ·Visit 
dlfre;ent parts of the State rn 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 inclined 
to think that two benches ·would expedite the disposal of appeals 
and saye the parties from inconvenience, hardship and additional 
expend1ture. We. accordingly recommend that the number of 
members of the Tribunal. be increased to four. 

429. With the modifications suggested above, 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 :-

SECTION 142-Bombay State Co-operative Trib•tnal.-(l) The 
State Government shall constitute a Tribunal, called the Bombay 
.State Co-operative Tribunal, to exercise the fttnctions conferred on 
the Tribunal by or under this Act. 

(~) The Tribunal shall consist of not more than four members 
possessing such qualifications as may be prescribe?. 

(3) Where the Tribunal consists of more than one member, any 
two members of the Tribuna! shall form the quorum for the dis
posal of its business. 

(4) Any vacancy in the membership of ihe 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. 

(6Y The regulations made under sub-section (4) shall be 
published in the Official Gazette. 

(7) The Tribunal may call for an~ exami.ne the record of any 
proceedings in which an appeal hes to it for the purpose of 
satisfying itself as to the leg?lity or propriety of any ~ecision or 
order passed. If in any case It shall appear to th~ Tnbunal that 
any such decision or order should be modtfied, a~nulled 
or reversed, the Tribunal may pass such order thereon as 1t may 

deem fit. 
(8) Where an appeal is made to the Tribunal under section 93, 

it may, in orde~ to prevent the ~nds of justic_e.being defeated make 
such interlocutory orders pendmg the dectswn 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 
civil or revenue court. 

E:Lplanation.-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.-(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. 

Provdied that no such application made by the applicant shall 
be entertained unless the Tribunal is satisfied that there bas 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 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. 

SEcTION 144-Tnbun,nl to have powers of civil court.-(1) In 
exercising the functions conferred on it by or under this :'l.ct, the 
Tribunal· shall have the same powers as are vested :n Courts in 
respect of- · 

(a) proof of facts by affidavits; 
(b) .s~mm~ning and enforcing the attendance of any person and 

exammmg him on oath ; · 
(c:) compelling the production of documents; and 
. (d) issuing commissions for the examination of witnesses. 

(2) ~n the ~ase. of any such affida\'it, any officer appointed by 
the Tribunal m this behalf may administer the oath to the deponent. 

SECTION ;45-Appeut.-(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 ~ade or sanctioned or approved by the· Registrar or the 
fhomtSRt etglsGtrar on whom powers of the Registrar are conferred to 

e a e overnment ; ' 
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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 .ilegistrar 
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 wiiich an appeal to the 
Tribunal has been provided under this Act shall lie with the 
Tribunal. 

\.5j &n 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 award shall be final and where the 
appeal has been provided for, any order passed on appeal shall be 
final ap,d no appeal shall lie against it. 

SECTION 146-Extension of period of limitation by appellate nutho
rity in certain cases.-In all cases in which it is provided under this 
Act that an appeal may be fi1ed against any decision or order 
within a specified 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 State Government nnd the Regist?·ar to 
call fo'T'i proceedings of subordinate officers and to pass orders there
on.-The State Government and the Registrar may call for ~>nd 
examine the record of any inquiry or the proceedings of any c·fficer 
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 rase, 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 d~als with residual matters ~ connection with. 
the Bombay State Co-operative Societies Act, which we have J?ro
posed. Chapter XII in the Bombay Act of 1925, on the same subJect 
provides for (1) recovery of sums due to Gov:rnm:nt, (2) power to 
exempt societies from conditions as to reg.str~t10n, (3) po~er to 
exempt societies from pro,•isions of Act, (4) ~ndian Compames Act 
not to apply, (5) Branches, etc., of societies, outside :he PresJ~en_cy, 
(6) Notice necessary in suits, (7) Rules, (8) SaVIn? of exi_stmg 
societies, (9) Construction of references to Co-operative Societies 
Act, 1912, in enactments, (10) Validity of transfer made under sec
ti,Jn 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 recommenda
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 thp 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 also 
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 deftned in 
Section 21 of the Indian Penal Code, has been made in. various 
Acts. Section 61 of the Hyderabad Co-operative Societies Act 
presently applicable to Marathwada has, for instance, such a provi: 
sian. P:rsons wh~ are ~equired to .e~ercis.e the powers of a public 
servant m connectiOn with the administration of this Act and work
ing of societ!e.s in . certain circumstances, are the Registrar, a 
per~on exe~cismg his powers! a person authorised by him to make 
an mspectiQU or hold an mquiry or appointed. as Liquidator or 
Arb~trator and an. Auditor and they should be covered by this 
sect10~. . A suggestion was ~ade to ';IS th~ t certain types of officers 
of societies should also be mcluded m 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 added:-

SECTIO~ 148-Registrar and other officers to be public servants.
The .Regrstrar, a. person exercising the .Powers of the Registrar, 
a person ~uthon~ed to hold an enqmry under Section 60 or to 
~ak~ an mspectwn under Section 81; a ·person appointed as a 
Lrqmdator under Section 99 or as nominee or board of nominees 
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 meaning of Section 21 of the Indian Penal Cade. 

432. Indemnity for acts done in good faith.-Certain officers have 
to take actions under this .Act against certain 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 to provide for 
indemllifying them from any possible action arising from the dis
charge of their duties, provided it is taken in good faith. The onus 
of proving so will, however, lie on the person. We, therefc.re, 
recommend the following new section No. 149. 

SECTION 149-Indemnity for acts done in good faith.-No suit, 
pr:osecutipn or other legal proceeCiings 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. 

433. Recovery of sums due to the Government.-Section 65 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 excludl'd 
which is not proper. We, therefore, deem it necessary to make an 
app<opriate change. We have also renumbered Section 28 as 
Section 34 and have recommenaeCI 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 150-Recovery of su..ms due to the Government.-(1) All 
sums .due from a society or from an officer or .nember or past 
member or a deceased member of a society a~ such to the Govern
ment may be recovered according to the law and under the Rules 
for the time being in force fo; the recovery of arrears of land 
revenue. 

(2) Sums due from a society to the Government and recover
able under sub-section (1) may be recovered, firstly, from the 
property of the society, secon<I!y, i~ ~he case of a society of which 
the liability of the members IS limited, from the members or 
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past members or the estate of deceased members, subje~tc of their 
past members or the estate of deceased members, subJ_ec~ to ~he 
limit of their liability ; and, thirdly, in the case of soc1ebes w1th 
uillimited liability from the· members or past members or ·estate of 
deceased members. 

(3) The· liability of past members or esta~e. of decease,d mem
bers shall in all cases be subject to the proVIsiOns of Sectwn 33. 
434. Exemption to societies, non-application of ~ompanies A~t, 

branches, etc., of societies outside the State and notice necessary tn 
suits.:_Section 67 deals with powers to exempt societies .from. the 
provisions of the Act and we h?ve no change to recommend therein. 
Section 68 deals with non-application of the Indian Companies Act of 
1913. This Act has been consolidated 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 an.y other State should open a branch in this State without 
the prior permission of the Registrar. This is because the society 
is registered under an Act of another State. Similarly, it is nece~ 
sary that society registered under this Act should not open a branch 
outside the State without the prior permission of the Registrar. 
In the former case, the existing provisions in SectioJ;J. 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 
niean!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 dlrect that 
such provisions shall apply tQ such society or class of societies 
\~ith such· modifications as m!IY _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 
its case. 

SEcTION 152-Companies Act not to appty.-The provisions of 
the Companies Act, 1956, shall not apply to societies registered 
under this Act. 

SECTION 153-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 Bombay State ana 
·nq co-operative society registered under any Law in any other 
S~ate shall open a branch or a place of business in Bombay State 
without the permission of the Registrar. 
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(2) Every co-operat_ive 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 St11te 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 Registr11r 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 in 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 the 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 of E'mployees' provident 
funa, 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 qf 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 aeemed it necessary to reinforce it in view of the Courts 
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discretion to interpret " the . purposes of this A~t" ~y. exte~~ng 
the provision to " conduct and regulation of business. of soc1et1es. 
The precise scope of the Rules c:m~ howev~r, be determmed when the 
Bombay State Co-operative Soc1eties Act IS enacted. 

SECTION 155-Ru,les.-(I) The State Government rriray, for the 
whole or any part of the State and for any soc~ety or class ~f 
societies make rules for the conduct an¢ regulation of the busi
ness of ~uch .society or class of societies and for carrying QUt the 
purpose of this Act. · 

(ll) 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 Registrl'!r to persons appointed to 
assist the Registrar ; 

(2) prescribe the forms to be used ana the conditions to be com
plied with in the making of applications for the registration of a 
society and the procedure in the matter of such applications ; 

(3) prescribe the matters in respect o{ which a society may 
make or the Registrar may direct a society to m11ke, bye-laws and 
the procedure to be followed in making, alterin~ and abrogating 
bye-laws anCI 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 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 fe<leral 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 c:ommittee· 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) pres~;ribe the proc~~ure ~or the admission of joint 
members, members of a ~omt Hmdu undivided family, and 
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minors and persons of unsound. mind inheriting the share or 
interest of deceased members and provide for their rights and 
liabilities ; 

(10) proVide for the withdrawal; removal or expulsion 
of member~- aQ.d 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 ; 

(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 arid the levy of fees for granting certified copies of the 
saine; 

(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 II).embers, 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 
sel!ure 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 arid terms under which the State 
Government 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 
oi; 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 different ·:las8es. of securities or 
wttnout- ·security and the procedure for granting loans ; 

(23) PJ"!!$.Crlbe the manner of recalling a loan ; 
(24) prescribe the limits for granting credit by fl. non-credit 

society or a class of non-cre4it sQci,etie!? ; · 

L-A Qb 2437-16 
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(25) prescribe the prohibitions and .restr1c~ions subject to 
which societies may trade or transact busmess \nth persons who 
are not members ; 

(26) prescribe, the conditions in which any charg~ in favour 
of a. society shall be satisfied and the extent to wh1Ch an~ t~e 
order in which the property to the charge shall be used m 1ts 
satisfaction; 

(27) provide for giving reasonable notice of the charge under 
section 50; 

(28') prescribe the procedure by which a society shall calculate 
and write off bad debts; 

(29) prescribe the sums which, in addition to those referred 
to in section 53 (I), 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 and use of any fund including reserve fund· 
under the control o~ a society ; 

(31) prescribe the conditions under which profits may be d:..s
tributed 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 f~nd 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 or funds of a society 
under sectio~. 58 and the proportion of investment in any 
security or class of securities ; 

(35) p~ovide for the pay~ent of contribution to any provident 
fund wh1ch may be estabhshed by a society for the benefit of 
officers and servants employed by them ard for the administra~ 
tion of such provident fund ; 

· (36). prescribe the procedure and conditions for the exercise 
by a.f~deral soci~ty of the powers conferred by this Act and the 
con~1hons on wh1ch th~ Registrar may direct· l1 society to be 
affihated to a federal soc1ety under sect'on 60 ; 

(a7) provide for gen~ral meetings of the members, for the 
procedure .at such meetmgs and the powers to be exercised b 
such meetmgs ; y 

(38) _Prescribe. the circumstances in which and the methods 
by .w~!Ch delega.tes may be elected under section 62 for the 
:PU,poses of sectrons 63 and 64 the manner of electing delegates 
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for any of the purposes of this Act. and .the manner in which 
delegates so elected shall v:ote ; 

(3!:!) 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 section 70 and prescribe 
procedure. 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 ; · 

( 41) prescribe 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 emptoyed' · 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 perso~ by whom and the form in 
which such returns shall be submitted; 

{4:4) provide for the person by whom and the form in. vvhich 
copies· of documents and entries in boo~s of societies may be 
certified and the charges to be levied for tl:).e 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 property of 
a society :by a person acting under sections 74; 75, 80 and 81 in 
cases where misappropriation of funds, breachc.of trust or fi;aud 

. has been committed or where it is suspected or appr$ended 
that the books, documents, securities, cash and. ·other properties 

. are likely to be t11mpered 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 con~ucting an aUdit,_ the 
matters on which the Auditor shall submrt a report, th._e fo~ 
in: which ·the statement· of accounts sha~ be prepared _ro_~. hlS 
audit; the--limits withi~ whi.ch the Aqdrtor may exall!lne~ the 

L·A Qb 2437-16a 
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randum and report, and the charges, if any, to be paid by 
a soc;iety .for audit ; 

(49) prescribe the procedure. for appointment of Auditors 
under Section 75 ; 

.(!iO} prescribe the form for rectification of defects discovered 
m'the course of audit, inspection or enquiry; 

(51): -prescribe the procedure and_ principles for t~e . conduct 
o:f.enquicy.under Section 80 and inspection under Sectwn 81; 

(52) prescribe the procedure for apportioning the cost of 
.enquiJ:y and mspection and for assessing damages against delin
quent.promoters. under Section 85 and for recovery af cost and 
damages;. 

(53) prescribe the manner in which appointment shall be made 
anq co:ritroLeXercised by, and. the .. number of persons comprising, 
anq _functions_ to be performed . by, the. authority constituted 
under Section 86, the manner of election and nomination of 
such persons, the fee to be paid to such authority and the 
:r_tianner oi such _payment, and the. procedure for and the 
method' O'f calculating any cost, charges or expenses required to 
be levied under this Act or the Rules ; 

(54) provide· for appomtment 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, 
and l~vymg the ~~penses for determining the dispute and for 
enfor.cmg the ·dectsions or awards in such proceedin«s · 

"' ' (55) pr:escribe the form in which a d!spute shall be referred 
to the Registrar ; 

_ ._ . (56) : proVi.~e for the issue and service of processes and for oro-
vmg of servrce thereof ; -

(57) provide_ for the !nv.estigation of claims and objections 
that:. may ·be preferred agamst any attachment effected b the 
~eglStrar- ; y · 

(58) pr~scribe the procedure for and the method f , 
·of any sums 'due under this Act or. the Rules . o rucovery 

(5~) pr~cribe the procedure to be foll · ' 
of property .attached under Section 91 ; owed for the custody 

(60) prescribe the procedure to be follow d . th . 
of awards · e in e execution 

' 
(61) prescribE! the manner in wh' h . . 

d~l,iy~r~~ to,, an~ the terms and Jc ~Y propt;rty shall _be 
li,lich,properfy shall' be held b · . c?ndrtions subJect to which 

· Y a society under Section 97 · 
~2-):prescribe.·the .procedure for . ' 

pert;r- .foE t~ -realisation of an~ att~chment and Sale Of pro
the course of execution proceedini~cfnty given by a: person in 
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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 oliquidator and provide . for the di.Spbsal 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 .PI"Ocedure for the withdrawal of orders to 
wind up:l\§Oci~ty; ·· · 

(66) prescribe the particulars to be furnished by The persons 
applying_ fqr the. regi;:;tration of a society to which Chapter IX 
is applicab~e ; 

_(67) prescribe the.procedure for examining a scheme proposed 
by PrOI:noters :of· a society to which Chapter IX is applicable ; 

. (68) .prescribe the manner of determining the value· af 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) preJ>cribe the .maximum amount of priii.cipal, the' rate of 
interest and other conditions for the guara!).~ee. of debentures 
issued by a society to which Chapter X is applicable ; 

(71) prescribe· the qualifications and methods o~ appointment 
of an officer to effect sale under Section 129 and tlie powers and 
functions which such an officer may exercise ; 

(72) prescribe, in the· case of sale of rmmoveable 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 atte~pted. · s~le is 
abandoned ·or the purchase money IS not depos1ted w1thm 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 mon!!y . by 
a m,ortgage_ 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 such r;oti?e~ and ·the 
manner of serving such notices on, and of t!'ansmlttmg land

>lords' fee to the landlord named in such notices; and 

(ix) the procedure for: the de~ivery by the Court of the 
p<operty 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 j;he bank ; 

(74) prescribe for .the appointment of a receiver of the p):'oduce 
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 ':vhich 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 appeala ; 

(77) prescribe the qualifications of the members of the 
Tribunal; 

(78) prescribe ~ the ca~ O'f appeals lying to the State Govern
ment the authorrty to wh1ch power of hearing appeals may be 
delegated; 

(79) pre~c~be the method of communicating or publishing any 
order, deCISion or award required to be comm · t d 
published under this Act or the Rules ; and unlca e or 

(80). provide for all matters expressly required or ail w d 
by this Act to be prescribed by Rules. 0 e 

436. FCT77l.al provisions.-section 72 72A d 72B . . 
of existing societies, construction of /n deal With savmg 
Societies Act, 1912 in enactnients andre. e~e~ces ;o Co-operative 
under Section 59(2) of Bombay Act VII ~a~~~y o, _transfer_ made 
provides for repeal. The saving cl . 5 Wh1le Section 73 
:;ocieties relates to societies registered :n_~e ~ respe<;t of existing 
to the enactment of Act vn of 1925 h er • e Acts m force prior 
mended. .Since the new Act is to b'; o~e repeal we have recom
parts of the Bombay State it is also ex ended to the component 

' 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 purpose 
references to Bombay Co-operative Societies Act, 1925, as adapted 
and_ a~plied to the State of Saurashtra, the Bombay Co-operative 
Socreties 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 del.eted by an ;.::"lendme~t 
of the Section in 1935. The amendment sought to validate cert'ai:ii 
transfers of lands under Section 59(2) during the thirties. Since· 22 
years are over since the action was taken, this section· has. now 
become redundent and we recommend its deletion. We rt>commend 
that the existmg Section 72 and 72-A be renumbered as Sections 156 
and 157 and be read as under :-

SECTION 156-Savings of existing societies.-(!) 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 Bombay Co-operative Societies Act, 11:125 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 applied to Vidarbha or the 

' Hyderabad Co-operative Societies 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. 

SECTION !57-Construction of references of Co-operative Societies 
Act in. enactment.-All references to the Go-operative Societies 
Act, 1912, the Bombay Co-operative Societies .Act, 1925, and to 
any other Co-operative Societies Act 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 oth~r 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 ena~tments sp~~ified in the S'clJ~dulEl 
are heJ;"eby 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 

No. 

SCREDULE. 

Enactments repealed. 

(See Section 158.) 

Short title. Enactment of 
repeal. 

Vll The Bombay Co-operative Societies Act 1925 as ·The whott. 
amended up-to-date. ' , 

n The_ Co-operative Societies Act, 1912, as appli<d to Th h I 
VIdarbha. e .w o.e. 

XVI The Hyderabad Co-operative Societies .Act, 1952 The. whole. 

The. Bombay Co-operative SoCieties Act 1925 read The whole' 
mth the Kutch (Application ot Laws) o{der, 1D49. 

The rBombay Co-operative Societies Act 1925 . as The w:&ole. 
adaJ?ted and applied to the State of Sam.Shtra. ' 
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CHAPTER XVB. 

CONCLUSION. 

437 .. _\v'_e ~ave come to ~e end of our inqtilry. In Appendix "A" 
.we have mdicated the changes which we have recommended to the 
Bomlia:y:· Co-operative.· SoCieties Act, .1925. Izi ·respect of a few 
.r;h,~ge~ w~ are divided,, b\lt the decisio~ by a ·majority have 
gurded . our recommendat,10ns. Our proposals in~olv-= a radical 
;r~v~sio?- of,the A_cti(_ We have, therefore,recommendedthatBombay
Af?t l'{o.:YII, of:l925 and the corresponding ACts aPplicable to co
!)peratiVe societies in the component parts of the Bombay State 
be, rep1aced by the ·Bombay State Co~operative Societies Act, 1957. 
'J:he. ne;v A~t _!)reposed by. us will ~aye . 1~8 sections as against 
73. sections m the present Act. The ;increase is to be·eY.plained J:>y 
t4e.~ddition . .of a ,chapter on land ·mortgage banks which has 
23 ~ecti~ns imd the inclusion of 62 new sections designed to impar.t 
" new .. discipline" to tlie registration, privileges . responsibilities arid - . ' ' - . ' . '. '- . ' 
,wq~~i{lg_ ()f so~ieties1 clarify .the :r;,ights and obligations of members 
}!n{i codify ~he procedUI'e 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 and revision. Although we have not 
made specific recommendations regarding the Rules to be prescribed, 
we ;l;J,~ye in<iicatedin· the Report our approach and have favoured 
~ons1d.eta1:>l:Y": ex:Pan"skm of the powers of the State Government to · 
fiam:e ·the Rilles. We are confidlm.t that should the Government of 
Boiribiy'be pleased to accept our recommendations in toto and prts- · 
c:i:ibe ·the Rules by using fully the rule making powers indicated in 
section,. the Co-operative institutions in Bombay State can be 
·;:tssured . of a legal structure which can, .if adririnistered efficiently, 
'tone up their working appreciably;. For this purpose, it would, 
however; be necessary to bring the bye-laws of societies in line with· 
1;lle· proposed Act and the Rules to be prescribed thereunder. As 
a beginnjng 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 new set of Rules. In this context, we beg- to point out 
that ri:mch'6:f the material therein was prepared twenty-five years ago 
aricf many' of the leaflets are not only out of date, but also out of 
print. 

438. Adniinistra:tive problems are outside our . terms cf reference 
ana we Jiave made. no recommendation thereon. But their solution 
bas'ari mtiffiate.bearing on the success.o~ Co-operation. An import
ant,:plllar _.oCthe co--opera'tiv,~ s!ruc}ure }s the Registrar w~o has to 
serve .as.a watcb-dog of .SOClebes .ln d1fferent stages rangmg from 
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cradle to grave. Audit, inspection, settlement of disputes and 
liquidation and other aspects of worki~g have to he tackled 
efficiently and promptly. There. _is a wtde gap between the 
requirements and their fulfilment. We are not competent under 
our terms of enquiry to examine the reasons foz: the presen~ state 
of affairs but beg to point out that we are not qmte happy With the 
trend and our anxiety is shared by co-operators throughout t~e 
State. The fact is that the resources in meri and mo~ey ior their 
employment placed by the State Gov~ent at _the disposa~ ?~ ~he 
Registrar are not commensurate with his growtng 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 exanuning our recom
mendations on reforms in co-operativ:e 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. J?efore we c~nclude, we -..yish to acknowledge with thanks 
the assistance received by us m the matter of conducting our 
enquiry. Co-operators from different parts of the State and the 
R7gistrar, Shri F. N .. Rana, willingly came forward to acquaint us 
With the problems arismg from the operation of the Law and with 
the suggestions to tackle them. The Co-operative Department 
kindly plac~d at our dis~sal the vast mass of material it had 
collected prwr to the appomtment of the Committee. The Chairman 
and four members of tl!e Committee, other than the Member
Secretary, desil;.e to place on record tl!eir thanks to Shri c. K. Patel, 
Member-Secr~tary an_d the Joint Registrar, Co-operative Societies 
who placed his expenence of the administration of the Co-'·pe t" ' 
L 't d" 1 . d . u ra IVe aw a our Isposa and ass1ste us m forniulating appr · t 

d t. Th Co · 1 - opria e recommen a 1ons. e mrmttee a so places on record th 1 bl 
servic~s rendered by Shri I. I. Patel, Office Superintende:t v:u~a hi: 
staff, m the matter of fixing the tour programme of th c •tt 
and making arrangements incidental to the enquiry. e ommi ee 

_We, the members of the Committee, other than h . 
WI~ to place on record o!lr high sense of gratitude to ~ue gha~rman, 
Shn G. M. Laud, for takmg great pains in guiding th J . han·~an, 
of the Committee and for the unfailing t e ehberatwns 
has always extended to the members of c~~ csy an_d kindness he 
the great troubles taken by him, it would have bommdi~tffiee. But for 

een I cult for the 



251 

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 ODF;DRA. 

Recommenda.tion. 

The specific problems arising out of the administration 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 efiicient 
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 wish to record that an efficient 28 
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- 35 
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 fana mortgage oanking has 
not been sufficiently well developed. 

We beg to point out that-the revision of the model 36 
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 37 , ' 
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. 
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:Recommendation 
No. 

Paragraph 
No, 

lt has peen represented to us ~t as a re~~~!: 
the inclusion of the words firms an . 

108 

6 

'1 

8 

anies" . other associations, sue~ as _society 
~egister~d under the Societies' Registration Act 
and the Public Trust Act have been excluded 
from the privilege of being me~bers of cp
operatives.·· Those of us, who ~terpret the 
word " persQn " in terms of t~ Bombay 
General Clauses Act, feel that rt would be 
better to use the word "person " than to men
tion the type of per5ons and to differentiate 
between individuals and other persons, so 
that in the case ol individuals, the quali~a
tions regarding ~he age and of sound mil)a will 
be applicable. This does not arise in tbe case 
of an institution.· We, however, suggest that 
this view-poin:t be ·examined in the Legal 
Department 

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 socjeties, though it may not form part of 
the Rules. 

Representat:ons ha\'e been made that .the scope 158 
of this section shoula be extended . to other 
ctasses 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. 

Section 33 of the Bombay Act deaiing with this ~.59 
subject has a provision enabling the Central 
Government and the State Government to. 
exempt societies from certain taXa ticm. 
Clause (1) of the section has been derived from 
the Government of lndia Act of 1912 and 
dobubts h~ve been expressed by certajn witnes-
~s regardmg t~e com~e~ence of a State Act· to 
m~~l'!l?rate :hrs proVlSlon .. We. suggest that 
this vrew-pomt should be · examined by the 
Government further. 



Recommendation 
])!o. 

253 

Para!lJ)aph 
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 section 
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 Bqmbay State the system of converting the 183 
outstandings arising from the failure of crop 
into a medium term loan· and granting fresh 
finance for the next crop has geen 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 position 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 
inquired into by the Registrar. 

12 We, therefore, opine that the power of veto 252 
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, ir. ·our 
opm10n, be decided by Government in 
.consultation with the. representative co-opera-
tive opinion arid need not be provided -for in 
the Act itself. 

13 In extraordinary circumstances, however, 256 
immediate action i.s 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. 

Paragraph 
No. 

14 

15 

16 

17 

18 

such a provision shall be ultra vires the 
Constitution and we urge the ~vernm~nt to 
examine the legal aspect of this part1c~ar 
provision which is in the ~ules and. whtch 
we consider absolutely essential for servmg the 
objectives of such a drastic step. 

256 

In the case of Shop Act, however, certain basic 267 
difficulties are experienced by societies ............ . 
. ... . .. . . . . . . . . . . . Since the operation 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. 

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. 

Although this aspect is not within our purview, 344 
we won<lier whether the time has not come for 
exploring the possibility of appointing official 
liqqidators under the control of Registrar. 

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. 

The fact is that the resources in men and money 437 
for their empl~yment placed by the State 
Government at the disposal Qf the Registrar 
a~e. ~~t commensurat~ with his. growing respon
stbihtles, the expans10n of the Co-operative 
Movement and the stake of public revenues 
Under the Act proposed by us and. the prO: 
gramme for economic development Qf the 



Recommendation 
No. 

255 

Paragraph 
No. 

State with the aid of co-operatives- not to 
mention· of the l;ongf,term objecti\•es-.the 
strain on the department is bound to be he;1vier 
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 betng frustrated. 
We, therefore, hope that this aspect of the 
problem of imparting efficiency will be tackled 
while examining our recommendations on re
forms in co-operative legislation. 



1!: 
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ACCOMPANIMENT (A). 

Sta1eme11t indicating cl1anges i;J:(/ie'Bombay'0o-operat!:ve 8ocwties Act; Bombay Act VII of 1925. 

~--------------~n-------------------------------------~--------------------------~----~ ti 
j' Soria\ 
!:1 Nb. 

1 

1 Freamble 

2 

HOOdlngand,, 

1 
Sb9tion.ofthe-Ap~. 
as' recOlntllehded 

by the Committee, 

3 

... l'realnble 

l(ull tax~ o( tbe Sootion .iiJ cohunll:·No, .'k 

4 5 

Whereas it is expedient further to facilitate the for- Substitute. '-~'the-. formatiOn,. organiSation~ 
ma.tion, organisation, working and regulation of working ·and. regulation, for '.'the: 
Co.operative Societies for the promotion of thrift, .form.a.tion arid .working": in: the first 
selfhelp and mutual aid amongst agriculturists .line of·-the.J?rerunb!e. 
and other persons with common interest and for 
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 third line;' Add thereafter "and for 
business, better methods of production, processing .that purpose to provide• effective State 
and disposal and to promote the Indian economy aid and .. partnership wherever n9cessa.ry'·' 
and to provide for machinery tO help realise such liisert:. . ~~to create ~onditons " betweeJ?. 
objeotives, and whereas for this purpose, it is ex- '' sQ ·as.'', ~a:t~ci t'.to ]>J,",ing !'bouV~' ;in .. the 
pedient to consolidate and amend the law relating ·thfrdline. 
to co-operative societies in the State of Bombay Add u Processing, and disposa.l and to 

--·-·--·--·-··-·"·--.. ·• ............ - .... ·-·-· ......... _. in!lludi.Og tbatJ.n. farcein. the oomponent-pa•ts-<>f· -promote--the· Indian ·economy- and· .to 
Xutoh, Saurashtra, Vida.rbha and Marathwada and provide for machinery to help reahse 
Whereas the previous,sanction of the President as such objectives •and whereas" between 
l'equired un~er the Ar'tiole 246 of the Constitution ''production" a.Dd "and, in the fourth 
of India has been obtained for passing of the .Act, line. " h 
it is hereby enacted as follows:- Add "it is expedient" between t at 

purpose " and "'·to consolidate" in the 
fourth and the fifth lines. 

-=================-=·=--=-~·=--~~----------------~-=-------
...... , .. _ _ ___ .,.___ -



---------~--~~---~----------~~-------
Serio) 
No. 

1 

Heodlngand 
Section No. In the 

Act In force. 

2 {I) Short title 

Htiad!nf and 
Section o the Act 
as recommended 

by tho Committee. 

ll 

1 .. Shorl; title, OX• 
· tent and com· 
moiiOODiellt. 

Full text of the Sect.ion in oolnmn No. 3. 

OHAPTEB I. 

(1) This Act may be called the Bombay State Co· 
operative Societies .Act, 195_7. 

(li).It extends to the whole of the spate of Bombay. 

(3) It shall oome'into force on such da.te as the State 
Government lll&Y by notlfieation in the Official 
Gazette appoint. 

6 

Substitute " State of llombey including 
that In fo- in the com~t parts of 
Kutoh, Saurashtra, Vid&rbha and 1\farath. 
wad& and whereas the previous sanction 
of the Pl"OSident BB required under the 
.4rUcle 246 of the Constitution of India 
has boon obtained for•p88Sing of the Aot, 
it is . hereby en&ated as follows" ; for 
'-' Preeidonoy of· Bom~y ; and whereas 
the previous s&notion of ~e Governor.. ~ 
General required by sub·BBOtion (3) o£. 
sootion 80-A of the Government of India 
Act has boon obtained for the passing of 
thie Aot ; It is hereby enaoted ae 
foll"""' " o ·euring In the last fOUl" lillOB 
of the Preamble. 

Add aub·seotion 3,· to provide for the Aot of 
commencement. 

Substitute · "State of Bombay"· for
"Presidency of Bombay" wherever 
aoouring. 



3 Deflnit.IODII ... t. DefiDitlons .,, In this Act, unless there .is anythillg repugnant In 
the subject or 'context-

Add 16 new deflnitiollS aa mentioned in 
column No. 4 and respeotively numbered 
as serial nos. 1, 2, a, 5, 6, 9, 10, 11, 16, 18, 
20, 21, 22, 23, 26 and 29. 

(I) "Arbitr~tor" meo.ns & porson appointed 
underthio Aot todeoldedlsputesreferred to him 
by tho Registrar an~ lnrludes the Registrar's 
nominee or Boa.rd of nominees ; 

(2) "Auditor" means a person appointed by the 
Registrar to audit tho accounts ~r a society 
and includes a. person appointed by the society 
In the general meeting and a fuol time . oftlcer 
appointed by the Committee to a.udit the 
acconntsasalocalor internal auditor, as the 

· case may be • 
(3) "Bonwa" ,;eana c:lividend paid to a member 

or non·memher out of profits of a society on the 
bacia of his contribution to the business of the 
society and inc.~.udes dividend and patronage 
dividend pro-ided it is related to thee hare in the 
busint>sa of the society ; 

(4) "By-laws •' means b}'·laws registered under 
tbiR Act and for the tnne being In force and 
includes a registered amendment of such 
by-lan; 

(5) u Ct-ntral Bank ••means a co-operative JJank, 
the objcntA of w·bicb inoJUde the creatjon of 
funds to bo 1oaned to other E'ocictics and in· 

-eludeS 3 banking lmion, l>istri~t Co.ape-ratiVe
Jlank, State Co-operative Jlank and Industrial 
Co·opcro.tive Bank : 

(6) u Co-o'(K:rative Bank" menns a E=ocldy re• 
gi•ten ~ undor tbi• Act and doing the busine1.1 
ofbanking as defined in clause (hi of Section 0 
of the Banking Companies Aot; lll.U 1 

Regroup the definitions in the alphabetical 
order. ' 

Delete definition of "General Society" 



Serial 
No. 

1 

Headiugand 
Section lfo. in the 

.Act in force, 

Headlugand 
Beotion of the .Act 
as recommended 

·b;y the Committee. 

3 

. . . 
Full text of the Section: in eclw,nn No: 3. 

(7)' "Com'mittee" means . the <om.nlttee oi 
~anagement or 9tber df~~ting body ~0 which 

( 
_ 'llio.nagement o·f the aff'aua of a soc1ety· is 
•. 'eutruated · . , 
(8) "Compll.l)y" means a co'mpo.ny as deffued 

1in section 3 Of the Oom pa.nies :ACt. 1966,: ~d 
i:iiciudes a biiJlkjng COII1 pany ; 

(:I' 
(0) "':piVideild~_' .me~ns .the in:~.~.st pai4 ~o. a 

;member on ~he shares·h•ld by h•· ,, ln the sh.ar.e 
cll.piWofaaooletyoutofi'iB p..Oll!S and in
~1u~ee1bonus P,tovided it is J)l)ic!. -on _· iha•e 
captta ; 

ho>- '.'Si>oieiiy •with. !lmlted. liability" -'means 
a 'a'!"'ety -h~vingthe liability opts m~mbe':" 
limtted·by 1ts' by-laws ~o thO!" amountt tf any, 

(
. _\uip!'id oil the shares respectively held n;y_t~"/ 

·Ol" to suoh a-mount as they :in&y, 'respeotJvely, 
underteke tc contribute tc the assets of "the 
society in the event of its being wound up 1 

(11) "Society with unlimited liability". means 
a society having, subject tc its by-laws, an UD• 
limited liability of its members to contribute 
join~ly and severaliJ' tc a.ny deficiency in the 
_liSSj!tspfthesooiety i 

Change. 

6 

Substitute "Section 8 of-the Compo.nies 
Act, 1956., for "ola.uee (2) ·of- bub
section 11) of Section 2.-of the Indian 
Companies Act, 19ta" occurring 
sub-section (b.t) in Section 3. 



( 12) "Collll1lli>.fira Sooiety " mealiB a·· society 
:{o~d with ,the object of obtaining andfor 
producinlt "nd processing and distributing goods 
to or perfonning other services for its _members, 
as wan as for other Ot•stomers and dividing 
among its mombers·and customers in a· prapor .. 
tion preocribe<l by .tbe rules or by the hy·l•ws 
of suoh society,· the profits accruing from auch 
supply, -produ_a~ion, proceasin~r and distribution; 

(13) "Farming Society" mO&DJI a society fomled 
.with the object of promoting development of 
laud and better methods of cultivation and 
includes a. better farming society, cO.operative 
'farming society,. colleot.ive. farm.ing . society,· 
joint farming society, lift irrigation society and. 
a orop protection society ; • 

(14) "Federal Society" means & society not less 
than four·llfths of the lhembero of which are 
BOcieties ; 

Insert the words "and/or 11roducing and 
processing" between ·the . words I 
•• obtaining u and •• and distributing••. 

Insert the word "other, between the 
words u performing ., and " services ". 

Substitute the words'' for other customers'" 
for the words. '·' to other consumers n. 

Insert the words '' production,. 
nroce"'b g" between tho words 
f, supply " and "and distribution". 

Substitute the portion "and includes & 
better f&l'Dling society, co..operativo
farming society, eollective farnling 
aooiety, joint farming society, lift irrip-a· 
tion society and a crop proteot1on 
society,, for the portion h by means of 
improved seed, D1anure,irrigation, bund .. 
ing, tractor plongbing, gully plugging 
and soil conservation,. 

Delete Explanation. 
Substitute the words " four-fifths " for tho 

words ''three-fourths". 

(l.S) "Housing Soolet.y" means a society formed · Substitute words "residential aeoommo· 
with the object of providing its 111embers with dation'' for the words, "dwelling houses 
residential a<~comm.odation;. on oonditions to be determined by its 

by.Jawa ... 
(16) "Marketing Society" means a Society three

fourths members of which are a~ioulturists and 
their societies, and is formed w1tb the object of 
marketing ogdoulturul produce and selling 
requiaitea .Cor agricultural production ; 

(11) "Produoen' Sod:ety" means a society 
formed with tho object ofproduoing and di•pos· 
ing of goods as a oolloctive proporty of ita 
D1ombers and includes a oooiety tormed with tho 
objoot of the coUective disposal oftholobour of 
the ntem bcrs of auoh society ; 



Serial 
No. 

1 

Jr.,ding and 
Section No. in the 

Act in force. 

Heading and 
Section of the Act 
as recommended 

by the Committee. 

s 

Full text of the Section in column No. 3. 

(18) "Processing Society "means a society formed 
with the object of producing goods by mechani
oal or hand process and inoludeB an industrial. 
aociety and 8 society for the processing of agrioul· 
tural oommodlties ; 

(10) "Resource Society" means 8 aociety formed 
with the object of obtaining for ita mem hers the 
credit, goods or servioeB required by them ; 

(20) ''Dispute " means any matter capable or" 
be~ the subject of civil litigation and includes 
a ola1m in res pee• of tu1y sum payable to or by a 
society whether such ol&im be. admitted or not; 

(21) "'Firm "means a firm registered tUldersection 
69 of Indian Partnership Aol>, 1932 ; 

(22) "L~nd Mortga~e :S.ank" means a ~ooiety, 
· the obJects of which moludes the oreat10n of 

funds to be loaned to mODI bora for a long 
period upon mortgage of their l-ovable 
property; 

(23) · "LiquidatOr" meaus & person appointed by 
the Registrar under the Act to wind up the 
affairs of a aociety and includes· provisional 
liquidator and joint liquidator ; 

Change. 

(24) "lltolllber" means a person as defined in Suhstitutetheword"means"forthe word 
aeotio~ 8(86) of the. Ilombay General Clauses "includes" · · 



Aot, 1904, jo!ning In the applica.tion for the Insert the words "as defined in Sea-· 
registration of a sooiety and/or a person tion 3 (3-~) of the Boznbay General 
ada>.itted to meznberahip after registr&tlon in Clauses Aca 1904" between the words 
acoord&DOe with this Ao~ the Rules and the "a person • and "joining ". 
by-laws applicable to aucb . society and 
includes the Governznent when it subscribes to 
thO share capite! of a society ; 

lpsert''for" .between the words "aoqi&t7 
and ' and "a pereon ". 

Delete the 'WOrd u or n appearing between 
· the words '' this Act " and u the rules" 
in the third line. 

Add the words "and includes the Govern
ment when it suhacribea to share capital 
of a society " at the end and shift the 
eemi-colon (l) thereat. 

(25) " Oftloer " means a person elected or 
appointed by a society acccrding to Its by-laws 
to any o8ice of such society and includes · 
a Chairman,. Vice·Cha.irman, President, Vice
President, Managing Director, Manager, 
Searetary, Treasurer, Member of the Com· 
mittee and &ny other person elected or 
appointed under thia Act, the rules or the by. 
laws to give directions in ragard to the busin
of such aooiety, and also lnoludes Auditor in 
matter& relating to his dutiea aa an Auditor ; 

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

(27) " Regiatrar " meana a person &ppointed to 
perform the duties of a Registrar of Co-operative 
Societies undor this Aot and includes an Addi
tional,Joint,a Deputy or an Assiatant Regiatrar ; 

(28) " Rules" zneans rulea msdo wider this Aot ; 

(29) "Working Capital" means funds at the 
diapo""l of society inclosive of paid up share 
capital, funds built out of profits and DIOney 
raised by borrowing and by other means ; . 

Substitute the definition of the terzn 
"Offioor" as shown in Coluzno ,No. ' 
for the existing definition. 

Add "and includes en Additional, Joint, 
a Deputy or en Assistant Regiatrar " 
at the end of sub...,.tion (/) of eeation 3 
end shift the semi-colon (;) to the end 
of the sub...,.tion. 



Readin and Reading and 
Serial Section N!. In the Section of the Act 
No. Act in foree. aa recommended 

by the Committee. 

1 Jl 8 

4. 4. Registrar ••• 3. Registrar 

Full text of the Section in coiWWl No. 3. 

4 

(30) " Society" means a eo-operative society 
registered or deemed to be registered under 
this Aco; 

(31)' ' 1 Tribunal" moons the Bombay State Co
J>poratlve Tribunal constituted under this Aut. 

CH:APTER II. 

Tho State Govoromont may appoint a. person to he 
a Registrar of the Co-operative Sooieties for 
the State and may appoint a person or persons to 
assist such Registrar, and may, by general or 
special order, oonfor on any suoh person or persons 
all or any ofthe powers of the Registrar under the 
Act., The person or persons so appointed .to 
"'!list the Registrar !'Jld empowered to exercise 
any of his powers·shall 'Work under the general 
guidanoe, ouperlntendenee &nd oolitrol of the 
Registrar, · 

Change. 

5 

Insert the word 41 State "·between the word 
" the Bombay , and " Co..ol"'fative 
Tribunal 11

• 

Noto.-m regard to Registrar's oblige.
tion to classify societies appoaring In 
theo<oncluding portion of·Seotion 3, vide 
l$ection Ill, of the Act. 

;Delete the worda "or.any.portion.of It~· 
ocouring between the words " State " 
and··u and'\ 

;Add the. following sen~noe at ·the end. 
''The PerB9JJ..or persons so·appoW.ted. ·TO 

a .. ist the Registrar and empowered to 
exercise. any 0f h!s powers shall work 
under the _general ;gu,idanoe; ·superin.ten• 
done~ and control of the Registrar, 



6, 5, Sooietles ·Whioh '· ,4 •• ·sooietiea whioh 
: · -y··be registered. · <-y 'lle 'registered 

A sooiety whioh has ssits objeots the promotion of 
economio interests and/or general welfare pf · its 
members in accordance with coaopera.tive prinei .. 
plea or a society established with the object of 
faoilitsting the oporo.tions of suoh a society may 
be registered under this Act : 

Provided that no aocioty shall be registered it in the 
opinion of the Registrar it is economicelly unaound 
or it may have an adverse effect upon any other 
aooiety or it is opposed to, or its 'WOrking iS likely 
to be in oontravontion <>f the publio polioy. 

Add. tho words~· general welfare", between 
the 'WOrds ·"interests '' aud _,, of". 

Acid pro vi;.; 8a ·. meDtiozied under seotioit 
8, oolumn 4. 

Delete proviso I and 2 in section lj, .Colllll\ll 
' vide text of the Act. 

5, Registr a t I 0 n A co-operative scoiety may be registered with limited New. 
with limitecl or . or unlimited or without any liability. 
unlimited liabi-

7. 7. Conditions 
llegiatratlon. 

lity or without 
liability, Provided that-

of 6. Conditlona 
Regist~atlon. 

(1) Unless the State Government by a general 
or special order otherwise directs the liability 
oft< aooioty of which a member is a society shall 
be limited; 

(2) No sooiety shall be registered without a 
liability unless its object is not to do any buai
neos for pro&t and its by-laws provide for no 
payment of a dividend to Its members. 

of (1) No society other than a federalso<iety, shall be 
registered under thia Act nnleos it consists of at 
least 10 persons, who are qualified to be the 
member& under Sootion 22 and who reside in the 
area of operation of the aooiety. 

Bu& ... •tion I.-Add the word"" foderaJ">" 
between tbewords .. thalt "andusoc:ety" · 
in the fi.rat line. -Delete the worde .. or 
whioh a member ill a aoeiety, Company 
or Firm. 11 

Substitute u unless it· consists o!., for 
.. which does not consist ". 

---------------~-----~·~----~------~-·--~-----------------------------------------------------------



Serial 
No. 

1 

Beading and 
Section No. in the 

Act in force. 

Beading and 
Section oftho Act 

ao recommended 
by the Committee. 

3 

I S. · Power of Registrar to 
deoide .certain queations. 

...... 

Full text of the Section in column No. 3. 

(2) No Sooiety with unlimited liability shall be 
registered UD!esa all persona forming the society 
reside in the sam.e town or village or in the same 
group of villages, 

(S) No fedaral aociet;y, shall be registered unless 
it has at least 5 aocteties as members. 

(4) Nothing in the Bombay State Co-operative 
SocietieS Aot, 1957, shall be deemed to affect the 
registration of any aoolety made before the S&.id 
A.ot comes into force. 

(6) The word "limited " or "tllll!mitsd" shall be 
the last word in the name of every aociety with 
limited or unlimited liability, as the case ma.y be, 
registered under this Aot. 

Change 

s 

Substitute u Section 22 tt for "Seotion 
6~.4. ~~. 

Substitute the words " and who resides 
in the are& of operation of the Society u, 
for· the words u and1 where the objeol; 
of the society is the creation of fonds 
to be lent to its members unless all 
peraons forming the Society-" 

Delete "snb-ssction (I) (a) and (h)". 

Substitute "Sub-section (S) asin column£ 
for anb..seotion (2) ". 

Add "snb-ssctiona (2) and (3)" to section 
4 as in oolumn 4. 

Substitute "nothing under the Bombay 
State 0<>-0perative Soo!<rties Act, 1967" 
for" nothing in the Bombay Co-operative 
Sooieties Aot (Amendment) Act, 1952 •• 
ocouring in sub-section (8) of section 7 • 
Column 2 and read it as under sub. 
section (4) of Section 6 under Column 4. 

Vide Seotion 9 • 



9 .Applioatinn 
regiatration. 

for a. .Application for 
rogiatr&tion. 

(1) For purpoaos ofrogistratiort, theapplioation to 
rsgiatar a aooiety a hall be m• de to the Registrar 

in the prescribed form and shall be accompanied 
by four copies of the proposed by·laws of the 
sooi ty. Th · p rs?n by wnom or ot\ whoa' beh~Jf 
such ap~Jioa.tion is made, shall furnish such infor
mation m reg&rd to the sooiety, as the Registrar 
may reqllire. 

(2) ·The application shall be signed-

( a) In the case of& society other than federal 
society, by at least 10 persons qualified in 
nooorda.nce, with the requirements of section 
2land. 

(b) in the case of& federal society by at least 
five societies. No ai~ature to the application 
will be valid on behalf of a society or a oom· 
pany, unleu a member of the committee of such 
a society or company, is autho~ised by such 
committee by a resolution to sign the applica
tion forf'egiatration ofthe society and its by
laws on ita behalf and a copy of such resolu
tion ia appended to the &pplie&tlon. 1n the 
case of a fi.rm subscribing to the application, 
no applioa.tioo. shall be valid unless it la aigaed 
by one of the p&rtnera of such a firm. 

(3) The Registrar may register& aooiety pro'V:iaion· 
ally, pendiogthe approval of the by· laws as 
amended by the Registrar and compliance with 
ouch oooditions as may belsid down by theRegis• 
trar in regard to tho registration, in the fin' 
genera] meeting. The provisional registration 
woul<l not. however, entitle the aooiety to tran
aaat any buaineaa other than that. neaesaary for 
en~>bliog the society to comply with the oondi
\ions ofregiatratioa, which the- Registrar ma1 
preaorlbe. 

Sub·oeclitm (1).-.Add the words "in the 
prescribed form and aha II be accompa
nied by four copies of the proposed by· 
laws of the society. The peraon by 
whom or on w~os b'hnlf such npplica. 
tion is made, shall furnish such informs.· 
tion in regard to the society, as the 
Registrar may require". 

Substitute uaub-sootion (2)'' foio '*aub--aeo• 
tions (2) and (3) ofaeotion 9 "· · 

.Add aub-seotlon (J) rsgarding provialonal 
registration under aeotion 8, column 4. : 



Serial 
No. 

1 

lleacling and 
Section No. in the 

.Aot In roftle. 

10 8. Power of Registrar 
to decide oartain 
queatioDS. 

Heading and 
Soetion or the Aet 
as recommended 

by tho Committao. 

s 

Fnl1 text or the Section In 09lum No. 3. Change. 

9. Power of Regis- .When any question arises for the. purpose of forma• 
trar to deoide . tion. or registration, or contint.:ancw of a society~ 
certain questioDS. the question shall be deolded by the Registrar 

and the Reg~strtrr~a decision on the que-sMon a.s to 
whether a person is an a.grioulturist or a non .. 
agriculturist, or whether any person resides in 
the8&1De area of operation.or not, shall belinal, 

Delete-

(i) "whether" :n the first line. 
(ii) uortheadmissionofa personas a· 

member of a society under this Aot u 
in the second and third Unea. 

(iii) 11 or whether any person is a resi .. 
dentina.town or v·llageorgroup of 
villages or whether two or more 
villages shall be considered to forJD a.. 
group, or whether any part!oula.r 
person bo!Qng · to any particular tribe, 
olaas, or oooupa-tionu. 

Add the words " or whether any person 
resides in the same area of operation or 
not u after th~ words" or & non .. agricul
turists, 

Insert the word "whether"-between the 
words "a eooiety , and "a. person" iu 
the second and third lines. , ; , 

Re-draft the seotion as shown under 
ooluJDD 4 for appropriate readiltg'. ·• 

u· 10. Registration .. , 10. Registration ,., If tb.a Rogistrli.r is satisfied that a society . hes Delete the word '~and" appearing lletwoen 
complied with the provisions of thier Act &nd the · the words "the rules u and "that its" 
rules, that its ·proposed by-laws are not In the second line. 
contra.r;y to this Act and the rul•• and to the oo· · Substitute the word "and" for the word 
operative principles and the objectivu of the. · .1.f'or', in· the third line. 
Constitttion of India, and that in his opinion; Inse'rMhe portion, "and to the Co-opera" 
the society ha.s complied wita the requirements cf tive principles and the objectives of th& 
sound business, he m.ay reg~ter ·the society .. Constitution of India, and th"t in hia 



12 

13 

ano·lto by·laws with such mo~ifications liS he 
'rhi~Z:hiConSiderne_cess&ry. · · ·_ · 

(2) Where the R, ·gistrar refuses tO reglstl>r , a 
society or its by·la\\8 under section 10, hesl!all 
communicate to the first signatory to the applica. 
tion his reason& for doing so. 

opinion the sooietv has complied with 
the requirements"' of sound -business,." 
between the words "the rules '1 and 

._'''he may '~,_i,n, ~helastl.\~e. :. . , . 
Add the words, " with suon modifications 

as he might consider necessary " at the 
end of this reotion, 

Add "sub·seotion (2)" as in Colunin 4, 

11. Evidence 
regiotmtion. 

of 11. Registration (1) Where· a co-operative' society. is registered .Substitute 'Registration oertiftcate"fo~ 
· t ndt"r this Act, the Registrar shall· issue the u evjdenee of registration,, ·:hi the 

Section 3. In so 
!o.r as it r,.Jatea 

·-w &· llitrar'a 
obligation g to 
olasaify the eooio~ 
~ies. 

certiftoe.te. 
certificate of registration sigi>ed by him and the heading of the •ection, . ' 
said certifipate shad be & conclusive ovi~ence Delete the words "of registra.tion signed 
that the st>o'ety therein mebtior.ed ·bas b<en by the Registrar" in the ftratline. 
duly r<>giatercd 1Uiless it is proved' that the Delete article 'A • and insert "where 
reifistra.tion of society bM ·ken subeequently a oo•operativesocietyia'l'egistered UDder 
canoeUed, or_ that thl! first genera! Jreetir~ h~ .t·hia Aot, the Registrar, sholl issue the 
not adopted the hy-la1\s approved by the .certificate of Registration signed by 

. Registrar with modifllla.tions if any. . him and the sai_d '' at the commenoe".-
(2) No society shall commence any business unl .. a mont of the •ection.. . . 

'It h .. obtained acerti&oate ,,£registration un<'er ,4dd at the ·end of the iub-aeotion (1) 
•~h-seotion (I) and everymemberofsnch s0-lety ·."or that the first general meeting bas 
carrying on such business in . contra.vention of 'net adopted the. by-laws approved by 
this sub-section shall· bo personally liable for all the Registrar' '"th .. modiJlcatil>ns, 
liabUities incurred in BT<ch businE68. if any,. 

· · Add "sub-section (2)" as in Column 4. 

Add "subsequently" between "been u 
o.nd ••oa.ncelled'' in the 7th line of the 
section. 

12. Clasaiftcathn 1 (I). Tho R<ogi•trer •ball clliSSify 'all societieS ' under Arrangements of sub-section revised, 
of societies. one or the other head nnd hia decision ahall be N9 .o.haDge_ in.. ~~ttJ.D~·-

·-&aJ; . . . . 

Provided that a society formed with the object of 
facilitating the operations of any one of the 
c)assel!l of Pot'ietiea abaU be cJ&llsific~ _as a society 
oftbat class. · · ' .. 

-------------------------------------------



Serial 
No, 

1 

14, 

Reading and 
Section No. in tbe 

Actin force. 

2 

16. Amendment of 
the by.Jawa of a 
society. 

Reading and 
Section of the Act 

as recommended 
by the Committee. 

3 

13. Alnendment of 
the by.Jawa of a 
sooi.,ty. 

Full ten of the Section in oolumn No. a. 

(2) The Registrar for real!ons to be recorded in 
writing may alter the olasri&cation of any society 
from. one head to another head or one aub .. bead 
to another sub·head. 

(3) A list of all such societies, so classified, shall be 
published trienally in ouch manner as the State 
Government may from time .to time direct. 
. ' 

(I) No amendment of the by-laws of a sOl'lety 
shall be vatic' uatil registered under this Act for 
which purpose a copy of the amendment passed 
&t a GaneraJ 1'4!1 ting of the society in the m8Dner 
prescribsr' shall be forwarded to the ]Oiegie~rar. 

(2) Jf the Registrar is satisfied that the ~opo•ed 
amendment is not contra.ry to this Act or to 
the rules or to co-operatiVe prlnciple.s and io not 
inconsistent with objectivE.& of the Constitution 
of India, be shall, Unless he refuses to register 
the amendlhents for reasons to be rerorded in 
writing, register the amendments with or''l\'ithou~ 
any modifications · on his oWn motion. 

(3). When the Registrar registers . an amendmen~ 
ofthe by-la.wa of a society, he·shallissue to the 
society a oopy of the amendment certified by 
him, whioh shall be oonolusive evidence that the 
same is duly registered and communioates to the 
society the date fr!)m which the amendment 
shall be effective. 

(4) 'Where the Registrar refuses to register an 
amendment oftho by-laws of a society, he shall 
oolDmunioate the order of refusal, together with 
t~e reasons· therefor, to the society. 

Change. 

5 

Delete the words ''"Pfroved by the 
I"esolutiou of a genera meeting and ' 1 

appearing. in the first and .second lines. 
Thereafter re-draft thi$ sub-section as 
shown in Column 4. 
Redraft "sub·eeotion (ll)" as shown 
under Colnmn 4. 

4dd the worde "and oommunloato to the 
' Society tho date from Which the amend• 

mentshall be ejfective" at the end. 

Add ., sub·seotion 4,. as shown in 
Column 4. 



15 

16 

17 

....... It. Power to direct (1) If lt appears to the Registrar that an aroendroent 
amendlllents of of the by-lo.ws of asoeietyie neeessary or desire· 
by-laws. able in tho interest ofsuoh ... oeiety, he may call 

upon the society in the manner prescribed to 
tnakn the· aJnendment within such time as he-lilay 
specify. 

(2) If the society fails to make the amendlllent 
within tho time spooificd, the Registrar may, 
after giving the society an opportunity of bting 
heard and after tlonsulting and with concurrence 
of the President of the Bombay State Co· 
opora.tiVe Union, register such amendment and 
issue to the society a copy of sueh amendment 
certititd by him. 8uoh amendlllent shall there
upon be binding on the society and its members. 

a. Changs of 15. Chango 
name : its e!l'oot. name. 

of (I) A society may, by a resolution of a general 
meetilll! and "ith tho approval of the Registrar, 
change JtA naalo. but suoh chango Elhall not atTeot 
&nf right or obligation of tho society, or of any 
of ItA members, or paRt members, or deceased 
members and any hgal proceedings pending 
may be .·ontinued by or against the society under 
i tfl new name. 

16-A. Chango of 
liability ofsocioty 
from limited to 
unlimited or from 
nnlimltecl to 
limited. 

16. Chango of 
liability of a 
·~i~ty r~Dl a 
limited to uu• 
limited or e1u ........ 

(2) Where a society changes its name, the Registrar 
shall, enter the new name in its place In the 
register of co~opcrative societies and P.bo.JJ amend 
the certificate of registration accordingly. 

(1) A society may, subject to the provisions of 
section 1: by an amendment of its by-1&'\\8 
obango its liability fro limited to unlimited cr 
unlimit<d to lin.ited. 

(2) No ouch amondlllents obRll be registered by the 
Rt:·giatrar unless be is sat if fied,-
(i) that a fifteen days' notice has been given 

h every member of a society and to any 
p~rson o-r t>lass of persor.a whose interest 
ll 111, In the opinion of the Registrar, be 
afl'coted by tho alteration, and 

Insert the words •• or deceased members,. 
between tbe words 14po.st members n 
and u and". 

Add "aub·seetion ( 2) " as in Column 4. 

Substitute "Section 13 u for "Section 18 '' 
in Sub·seotion (1). 

Subotitote the words "fifteen days," 
for tho word "Suftlcient " in tho firs~ 
line ohub-&eOtlon 2 (i) ". 

-------w-----------------------------·-----------------------------------------------------------------------



S erial 
No. 

1 

18. 

Heading and 
s~ction No. in tlie 

Actin forre. 

2 

15 and 15-A. Amalga
mation or tra.risfer 
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 .Section in colum n No. 3. 
I 

4 

(ii) that with respect to every such member .or 
person who, in the opinion of the R egistrar 
iR {mtitl( d to object-

Change. 

5 

(a) either his assent bas been obtained to 'the • Add the words "or is· deemed· to ·have 
change or is deemed to have been obtained ~een obtained by virtue of his failure 
b y virtue of his failure to object within to object within fifteen d ays from the 
fifteen days, from the date of the notic.e. date of the notice" at the end of sub

clause (ii) (a) of sub-section 2 and 

(b) or if he signifies 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 clil.ss of persons for sp ecial reasons 
dispense with the notice required by this sub
section. 

Section 17. Amal· (1) A society may, with the piior 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 n specinl general meeting, h eld .for the purpose, 
societies. decide· . 

(a) to amalgamate with another' society, or 

(b) t.o· transfer its nssets n.nd liabilities in whole 
or in part to any other society, or 

shift the coma(,) to the end. 

Insert the word" been " between the words 
· "has" and " determined " in the first 

line of sub·olause (b) (ii) in sub-sec
tion( ~?) . 

Substitute the words "date of receipt 
of the objection, if he is a ored ;tor" 
for the words "the date of the notice " 
in sub-clause (b) (ii) in sub·section (2). 

Section·l5 and 15-A have been combined 
into one by prescribing . a common 
procedure which was n oticeable in the 
two sections. 

Amalgn.mation or division is permitted at 
present under the 2 Sections " wit h the 
approval of the Reg'st.rur ". It was 
difficult to deterx ine wbothor tho 
intention of legislature is to pro vi do 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 tmder 
the Act : 

Provided that when such amalgamation or transfer 
of assets and liabilities or division or con
version involves a transfer of liabilit ies 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 interests are likely to be affected, 
giving them the option, to be exercised within 
a month from t he date of the issue of such 
notice, Qf 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, aa 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 t he members and creditors sufficient 
opportunity to exercise their objection or 
to have their claims and interest satisfied 
prior to Registrar's order on suoh 
amalgamation or transfer of assets and 
liabil1ties or division or conversion in 
the c:rcumstances mentioned thereunder. 

Sub-section 4 has been added a s a new 
feature to provide for cancellation of 
the reg!stration of the society or societies 
specibed thereunder. 

Substitute the words "two-thirds" for 
the words "three-fourths " wherever 
th~y occur. 



Serial 
No. 

1 

Heading and 
Soction No. in the 

Act in force. 

2 

Heading and 
Section of the Act 

a.s recommended 
by the Committee. 

3 

Full text of the Section in column No. 3. 

(2) Notwithstand!ng anything contained in the 
Transfer of Property Act, 1882, or·tbe Indian 
Registration 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 societieit con .. 
earned with the am1lgamation sha.ll be sufficient 
conveyance to vest the assets and liabi}ltiea of 
the original society or societies in new societies 
orsooiety •. 

(3) The amalgamation of societies or division 
or conversion of a. society shall not affect any 
rights or obliga.t:on ofthesocietyso amalgamated, 
divided·or ·converted or render defective any legal 
proceed:ngs 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 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:t.Jga.mated or a. society has been divided or 
converted the registration of such societies or 
society shaU be cancelled on the date of regi .. 
strati on of the amalgamated society or the con .. 
verlied society or the new societies between 
which society may have ·been divide«. 

Change. 

5 



19 15·AA. Power of 18. Power to 
State Government direct a.malgama· 
to provide for tion. 
amalgamation of 
Co-operative sooie· 
ties in publio 
interest. 

(I) Where the Registrar iBBP'IJlOn1{1-at it !S essential Substitute the word 0 Registrar , for the 
in the public it·ltl rest nooessary in order to words u State. Government" wherever 
secure the prog:Jderanag ment of any society it occurs. 
that two or more sooietie• should amalgnmate Substitute figure" 17, for the figure" 15 " 
then no~withstandin,g anything contained in in sub-section (1). 
section 17 but subject to th,! provisions of this Renumber "Sub-section (2)" as " Sub-
section, the Registrar 11 ay, by order notified section (3) "and re-draft it for a proper 
in the Otiloial G tzett(', provide for the _nmalgama· reading as in Column 4. 
tion of those so.citios into a single society w!th Delete "Sub-section (3), and incorporate 

,such constitution, property, rights,· interests its, substance under ''sub-section (4}" 
and authoritles and such liabilities, duties and aS shown in Column 4. 
obligations, as may bO specified in the order. 

2) No order shall be made under this Section 
unless-

( a) o. oopy of the proposed order has been sent 
in dr,~,.ft to eo.ch of the societies concer,ied 
ofl.lling upon thom to · furnish within such 
p~riod (not b:;,Ing less than two months from 
the date on which the oopy of the order· as 
aforesaid waa received by the soo;ety) as the 
Reg-strar m1-y fir in th.\t b:}h'llf, a list of 
members and creditors who object to -tho 
Schema ofa.malgama.tion and wish to withdraw 
from it; 

'(b) The RoJ~istrtt.r has cOnsidered and made snob 
modific.'ltions in the draft order as mny seem 
to h:_m dosirt\ ble in the light of any suggestions 
and objeotions w4h·h tnny b,. rec _ive ~ by him 
withi·l su ·h 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 olass of creditors. 

(3) Tho ordcr referred to in Sub·•cction (1) 
may contain such consequential, incidental and 

Renumber" Sub-section (4)" as Sub· 
section (2), thereafter add under Sub .. 
seotion (2) (a) uoalling upon them to 
furnish within such period (not being 
less than 2 months from the da.te 011 

which the copy of the orderaforesnicl was 
received by the society) us the Registrar 
mny fix in that bebnlf,a list of members 
and creditors who object to tho Soheme 
of am.1lgnmation and wish to wjthdra.w 
from it''. 

Re-draft "Sub-section (4) (b)" as Sub· 
•cction (2) (b) as shown under Column 
No.4, which shows minor consequential 
cha gefl in tho wording. 

Add "Sub-section• (of) and ·(5)" liB shoWn 
u!'der Column No.4. 



Serial 
No. 

1 

:20 

Reading and 
Section No. in the 

Act in force. 

2 

...... 

Reading and 
Section of the Act 
as recommended 

by the Committee. 

3 

19. Reoonstrnctlon 
of societies.. 

Full text of the Section in oolnmn No. 3. 

supplemental provisions as may in the opinion 
of tno Registrar be necessary to give effect to the 
amalgamation. 

(4) Every memberorcreditorofe&eh 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 tho order of amalgamation hir share or interest 
ifhe is a member and the amount in satisfaction of 
his dues if he is a creditor. 

(5) On the issue of order under Salb~section (1) 
provisions in Section 17 (2), (3) and (4) shall 
apply to ·the societies so amalgamated a.s if they 
were amalgamated under Section 17 and to the 
society amalgamakd. 

(I) Where a compromise or arrangement is proposed 
between (a) & society and its creditors and 
(b) between a Pooiety a.nd its member~:~, the Regi· 
stra.r may, on the application of the society or 
or any member oro£ any creditor of the society, 
or in tho case of a sooiety whioh is being wound 
up, of the liquidator, order a meeting of the 
members or creditors, as the oase may be, to be 
<Called, held and conducted in suoh manner as 
the Registrar directs. 

Change. 

5 

New • 



(2) J£ a majority in number repre.senting 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 
compromt~e or arrangement, the compronuo!'e or 
arrangmnentshall, ifsanctioned by the Registrar, 
be binding on all members or all the creditors, as 
the ca.se may be, and also on the society, or in 
the case of a Rocicty which is being wound up, 
on the liquidator. 

(3) When an order calling a meeting is passed under 
Sub.aection (,J), the Registrar may give noti .. e 
of such order to a.CWiJCounin which proceeding~~, 
wh~re instituted bt·fore or aft< r tht• order. in 
respect of any liability of the sooiety due to a 
oreditor to whom a copy of the order is posted 
are- pending and on receipt of such notice the 
Civil Cout shaH stay the proceedings. If no 
aompromise or anrangement is con6rm.ed under 
Sub-seetion (2) the Registrar shall inform the 
Civil Court accordingly, and ~he proceedings which 
may have been stayed shall be resumed. If 
compromiue or arrangement is confirmed under 
Sub-eeation (2) the proceedings, if any,. stayed 
under this Sub-seotionshallabate and no proceed· 
ings ahaU lie in a Civil Court in respect of any 
lia.bi.lit.ies of the society to whiah the compromise 
or arrangement rela tea. 

(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·ae the carrying out of 
the compromise or arrangement and to give such 
directions, at the time of making such order or 
a.t any time thereafter in regard to any matter 
and to make such modifioationsin tho compromise 
or arrangement as he may consider necessary for 
the proper working of the compromise or arrange
ment. 



Serial 
Heading and 

Section No. in the 
Heading and 

Bzction 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 Section Colomn No.3, 

4 

(6) If the Registrar is satisfied that a coril.Prom.ise 
or arrangement sanctioned under sub-section ( 2) 
cannot be worked satisfactorily with 9r without. 
modificatioDB, he may either of his own motion 
or on theapplicntionofthesociety, orin theonse. 
of a society being .wound up, on the application 
of the- Liquid'ltor; make.a.n order cancelling tlia 
scheme of compromise. 

(i) Any two or·mOre ~oieties with simi.h~r obJec~ 
tives may, . with the prior approval ·of .the 
Registrar, by a ·resolution passed by a. simple 
mn"jority of the m.em bers 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 Aot,.1932, · 
shall apply-to such cpntractsofpartnerahip -and 
matters inclUding, disputes 1 arising. from such 
partnership, shall be determined under this Aot. 

Change. 

5 

Insert the words" with similar objectives, 
between the words " societies n and 
"may" in the first line. 

Im:ert the wOrd" prior" between the words 
" with the" and u approval" in the 

first line. 
Subst-itute the words "a simple u for the 

words'' three-fourths'' in the second line. 

Delete the portion " provided that each 
m.ember has had 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" • 

.A.cld the words "and matt-ers including 
dispute$ arising from such partnership, 
shaH be determined under this .Act" 
at the end of sub .. eotion (2). 



22 21, Canoellation of 
registration. 

The Registrar shall make an ·order cancelling the 
registration of a societ.y if it transfers the whole of 
assets and liabilities to another sooi1 ty or am.alga· 
motes with another society or ·divides itself into 
two or more societies under section 17, o.r its 
affairs are wound up, or it has not com.menced 
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 ill. 

llfEMDBRS AND THEm RIGHTS AND Ll:A.nlLITIES, 

New. 

23 Q.A. Person who 22. Person who No per~ron shall be admitted as a member of society Substitute the words " except the follow. 
ing, viz." for the word u 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 Seotion 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. 

(ll} A firm. company, association and any sooiety 
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 tho provisions of clause (a) shall not 
apply to nn individual seeking admission to a 
sociely exclusively formed for tho benefit of the 
students. 

(1) No society shall, without sufficient cause, refuse 
admiSI'!ion t:o tneln bcrship to any person duly 

• quatifi(d therefor under its by-Jaws ; 
12J Any perRon ·aggrieved by the deci~ion-uf a s-oc'futy

refusing admif'tdon to him to its membership may 
appeal to the President of the federal socjety to 
which the f'&id socie-ty jA o.ffiliat(d or, if it il' 
not affiliated to any federai BO<'lety, to the 
Pwddent of the Bombay State Co-operative 
Union. 

New. 



Serial 
No. 

1 

25 

26 

Heading and 
Section No. in tho 

Aot in force. 

...... 

Reading and 
Section of tho Act 
as recommended 

by tho Committee. 

3 

Section 24. Nomi
nal, a.saociate and 
sympathise r 
membere. 

Full text of the Section in column No. a. 

(3) Tho ~ecision of tho President of tho federal 
Rooiety or of the Bombay State Co-operative 
Union in appeal shall be final. 

(1) Notv U.bstandir g anything contained in Section New. 
2?, a soci~tymay admit any person as a nominal, 
a..~sociatE>: or sympathiFer member who shall have 
no share either in the management, profits or 
assetf of a sonlety and shall not be subject to any 
contributory liability in the case of winding up 
of the soci«:ty. 

(2) Save 88 proyided.in sub-claUBe (1), a nominal 
n.ssot•iatf> or sympa.thiser member shall have such 
privileg~ sand rights of a member and be subjec-t 
to such liabilities of a member as may be epeci· 
.fied 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 mem her
ship. 

A person bha.ll cease to be a ttlember on resignation 
or transfer of the whole of his share or interest 
in the society to another member or on death 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 debt and no resignation may 
be accepted by a society unltss it has received.at 
least one months notice from the member of his 
intention to resign.. The date of resignation 
shall be the date on which the society accepts the 
resignation of the member. 

Chango. 

5 



27 Seotion 17. No rights 
ofmembership to 
be e:z:croised till due 
payments are made. 

28 Seotion 18. Votes of 
'ID.omberf!l. 

29 Section 6. RestrioUons 
on intcre.<~t of mem .. 
her of societ v 'With 

limited liobillty and 
a eho.ro capital. 

Section 26. No 
rights of members
ship to be exerci .. 
Bed till due 
pu.yments are 
mo.de. 

No person sha.llexeroise the rights of a member of No change. 
a society unless or until he has made such pay-
ment to the society in respect of membership, or 
acquired such interf.st in the society as may be 
presoribt":d by the rules or the by-laws of such 
society. 

Beotion 27. , Voting (I) Every mem her of a society shall have one Vote Substitute the ll <lrd " Every '' for tho 
powers of 
members. 

Section 28. Res
triction on holding 
of share en pi tal by 
a member. 

in the affairs of the society provided that- word " No ''in the first line. 
(a) a nominal, associate or sympathiser Delete the wordB "more than,, a.nd also 

membershalJ have no vote; -"in the caBo of a.n equality of votes the 
Chairman shall ha.vo n. casting vote " 
occurring in sub-seotio.1 (1) of Section 
18. 

(b) where a soaiet,y is a mom her of aoother 
RO"iety such a society shalt have one 
additional vote ; 

(c) wh~~r(l the State Government is a member of 
aeodety,each p~rson nominated by the State 
Government on the Committte of that Society 
e:ha.dha.vc one vote:--

Provided further that each member may be entitled 
to additional votes subject to a maximum of 
three votrs based on his contributiou to the 
bu"ineP:s of the society and exercisable in the 
mnnnersp~dfi£d in the by-laws: 

Provided further that in the case of equality of votes, 
th(' Chairman shall have a casting vote. 

(2) Subject to the rules relating to voting by a dele
gnte, every member of a society shnlJ exercise his 
voto in pert!:OD and no member shall be permitted 
to vote by proxy. A society, company, firm or 
any other institution entitled to vote ae a member 
XIJ.n.y, however, e1:erciseits voting right through an 
authorised repreBentative. 

Delete "Sub-seotion• (1-A), (2), (,)and 
(4)" and add "Sub-Seotiono (a), (b) 
(c) under sub-section (J) ". Also add 
"Sub·section (2) as in Seotion 27 
column No.4, "·ith the provisos. 

Where the liability of a member of a society is limited 
by shares or guarantee no member other than a 
sociotv and the State Government shall hold more 
than sUch portion oft he share capital of the society 
subject to a maximum of one.tenth as maybe pre. 
scribed by the Rules ond the by-laws; 

Substitute article and word "a memQer" 
for the article and word" the members" 
in the first line. 

Insert t.he words u or guarantee" between 
the words " bv Rharcs" and " no mem· 
her" in the first line. 



Serial 
Heading and 

Section No. in the 
No. Aot in force. 

1 2 

30 Section 9. Reatri'l· 
tiona on 
transf'er of share or 
interest. 

Heading and 
Section of the Act 
as recommended 

by the Committee. 

3 

Section 29. Res. 
triotions on trans .. 
fer of share or in .. 
terest. 

Full text of the Section in column No.3. 

4 

(l) 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 maximum. holding 
by the transferee as may be prescribed by this .Act· 
and the Rules and the by.laws and shall be va.lid 
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, ~less-

(a) he has held such share o'r interest for not less 
than one ye~r ; 

(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. 

Change. 

5 

Delete the words u company or firm. , in 
the second line, and add the words 
"4Dd the State ·Government, between 
u society, and " shall, 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 n 
at the end of "sub-clause (a) " and 
shift the semi-colon (;) to the end. N) 

Delete " Sub~olauses. (a) and (b) 11
• ~ 

Insertthe.word u shall" between the words 
cc the" and." o&pital "in sub-seCtion (1). 

A.dd the"'Worda n by the tre.nsferce '' after 
the words " maximum holding " in sub. 
section (1 ). 

Substitute " and the Rules and the Bye .. 
laws and shall be valid only after the 
oom.mittee has approved such transfer, 
·for the words "or by the rules" in · 
sub-section (1). 

Delete the 'Words "or charge, in Sub
clause (b) of sub-section (2). 

Delete the 'Words " to the Society or , 
in the af resaid sub-clause. 



81 Section 17-A, JnherJ. 
ta.no'• or aoquiaition 
ofrighta of member 
by minor or pereon 
of unaound mind. 

Seotlon 27. Transfer 
of interest on death 
of member. 

...... 

Sootlon 80. Trans· 
fer of interest on 
death of111embor, 

Notwitbsta.ndlng anytbing oontained in sub .. eotlons 
(1) u.nd (S\ a•ooi•ty III'Y acquir• th• •hare or 
intaresto£& member in hlsahareeapital by paying 

Del•~· tl)e word .. and .. appearing at tblt 
end of tho aforesaid sub-olause and ro· 
place tho. semi-colon (;) bt a full 
point (;} at tho end. ' · for it at the valUe determined in. the manner pre

aoribed, provided that the member is allowed to 
resign or is expelled or ceases to be a 111ember on Delete sub-clause.(c), 
accnunt of being disqualified under tho 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 1lnn.noial year does not exceed 10 per oent. 
of the paid-np capital of the society on the last day 
of the preceding financial year, 

(1) On the intimation of tho death of a member of a. Combine "Seotlon 17-A and 27" into 
sooio~, such society ma.y within a p~riod o(two one aretitn numberil'g 30. 

years from the date of the lnt!mation of death of Delete " Snbjoot to tho provleions of 
snob member, transfer the share or other interest Section 17-A ••, appearing at the begin• 
of tho deceased member to a person or persons ning of sub .... tion (1) of Seotlon 27. 
nominated in accordance with the by .. lawa of the Insert the words ,.intimation of the•• 
society or, if there is no person so nominated, to between the wol'da "on the '' and 
suohperaonasmay appear to tho Committee to "death" in the firet line. 
the heir or legal representative of the dooeased be Substitute the words "two years •·• for tho 
member, provided the person or persons to whom words "ooe year •• in the second )ine~ 
sh&reorotherinterestof the deceased member is Insert the words "of intimation of death'' 
to be transferred, baa been duly admitt.ed aa a bet;-m.en the words "of" o.nd "suob" 
memberinaooordenoewiththeAet,theRulesand appearing in the second line of sub· 
the by-!&wa of tho eeeioty, or may pay to snob section (1). · · 
nominee, heir or legal representative, as the caee Insort the word "other " between the 
may ba, e. SUDl representing the vatue of such word "or., and "interest" in the 
member's share or ot.her interest as ascet1aiued in tbird1ine. . 
aooordan~ with the Rules and the by-lawa: Delete the portion "if duly a.d!nltted 

Provided that such· nominee, . heir or Jesal atnt'\Dl ber of tho society, in accordance 
repreeentative, as the oaee may be, may reqwre with the rules or the by-laws of the 
that payment shall be made by tho society within society" appearing in tho fourth and 
two years from the date of intimation of death of fifth lines of sub-scot ion (1). 
thememberofthevalueofthesharoorinterestof Delete the portion "i£ duly elected & 

such m.ember asoertained aa aforesaid. 'Dlember of the society, or m.e.y pay to. 
(2) All tranafors and paymento made by a society such nominee, heir or leg&! repreBeDte-

iu accordance with sub-alause (1) shall be valid tive, aa the ease may be, a eum repre-
and effectual against any demend made npon the aenting the value of aueh member'a 
eocioty by any other person. &hare or intereot as aseortained In 

accordaneo with the rnlet or by-lawo • 



So rial 
No. 

1 

Reading and 
Section No. in the 

Act in force. 

2 

Beading and 
Section of the Aot 

n.s recommended 
by tho Committee. 

3 

Full text of the Section in column No.3. 

(3) No~w.ithst.a.ndi~ anything contained in sub. 
S' tJon ( ·) and (2) and sec~ion 24 a minor or 
a person 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 shn.res, the 
loan·stock bonds and the property of the society 
which he m.a.y 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 liability on behalf of 
such person for the benefits of such person unti] 
th6 disability ceases. On his disability ceu.sing, 
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 ita by-laws, such society 
shall admit him a.s a member and the person so 
admitted shall beoome entitled to all the rights 
and privileges·of a member and become subject to 
liabilities like all3' other member of the society. 

Change. 

5 

Provided: that such nominee, heir or legal 
ro'presentative, as the case may be, may 
require· that payment shall bo made by 
the society within one year from the 
death of the mem her of the value of the 
share or interest of such member ascer
tained as aforesaid,, in sub-section (1) 
of section 27 and substitute "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 accordanC'e 
with Act, the Rules and the by-laws of 
the Society or may pay to such nominee, 
heir· or legal representative, as the case 
may be, a. sum representing the value. 
ofsuoh member's share or other interest 
as ascertained in 8.ccordanc6 with the 
Rule and the by-laws." 

Add thereafter the proviso u 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 
interest not liable to 
atteehment. 

33 ...... 

...... 

Section 31. Share 
or interest not 
liable to e.tteeh. 
ment. 

Sootion 32. Righte 
of mem hers to 
ooe 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. 

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 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 and 
that portion of the books in which his transactions 
lVith the societJ have been recorded. 

(I) Every person. who is a member of more than one 
credit society other than a land mortgage bank or 
a central financing a~ency, shall make a declaration 
in t.he prescribed form that he will borrow only 
from one such society to be mentioned in the 
declaration and shall send a copy of such 
dednration duly attested to the societies of. which 
ho is or hn.e become a member. 

Transpose snb-sootion (3) of Section 27 al 
sub-section (ll) of Se3tion 30 and redraft 
it as shown in Column 4. 

Delete Sub-section (ll) of Section 27. 
Add "Sub-Section (3) to Sootion 30" 

ao ahown under Column 4 and delete 
Section 17A which boars the substance. 

Delete the portion u subject to the provi
sions of section 25" appea.ring at the 
beginning of Seotion 26. 

Substitute 4
' in the funds raised by a 

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 
establiahed under Sootion 41 of this 
.Act." 

Delete the words "officer or servant., 
appearing in the sixth line of Section 26. 

New • 

New. 



Serial 
Rcadingand 

Socti&>n No. in the 
No. Aot in force. 

1 2 

35 28. Liability of paat 
Jl\eDlber. 

29. Liability of the 
eatatea of deoaaaed 
member. 

48·A. Effect · of 
Liquidation of 
society on . past 
member or on,eatatQ 
of deoaaaed 1118Dlber. 

.... 

Read inf, and · 
Section o the Aot 

as recommended 
by the C.,mmittee. 

3 

Section 34. Liabi· 
lity of a paat 
member or the 
eatatea of a 
deoaaaed wember. 

...... 

Section 35. Insol• 
venoy of members. 

Full text of the Beotion in colnmnNo. 3. 

4 

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

(3) .Any wember, who does not comply with the 
provisions in clause (I) or (2), shaH 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 esta.te 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, sh&ll continue for a period of. 
2 years from such date and shall continue, in the 
event of liquidation of the sooiety, until the 
liquidation proceedings are terminated. 

Notwithstanding anything contained in the Presi· 
dencr Towns Insolvency Act of 1909, and the 
Provtncial Insolvency Act, 1920, the dues of 
asooiety from a member shall rank next to hia 
dues to Gpvernment or to any legal authority 
in order of priority in insolvency proceedings 
against the person. 

Change 

5 

Combine u Sections 28, 29 and 48-A '' 
into one section and number the new 
Section as "Section 34 ,, substituting 
the _wordjng " until the liquidation 
proceedings are terminated 11 for the 
wording "until all the liabilities of the 
society are 'met n occurring in 
Section 48-A, 

New .. 



37 ··-

38 Seotion 23. Sooie· 
ties to be bodies 
oorporn.to. 

39 Sootion 20. Address 
ofsooiotios. 

Seotion 36. Expul· 
sion of members. 

(1) Asooietymayexpel 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 resolution shall be valid unless the 
member concerned is given an opportuni!f to 
represent his case to the general body an no 
resolution shall be effective unless it is approved 
by the Registrar. 

(2) No member of n society who hBB been expelled 
under sub-section ( 1) shall be eligible for ro .. 
admission as a memberofthatsociety or for admis
sion as a member of any other society, for a period 
of two years from the date of such expulsiou : 

Provided that the Registrar, may in special circum .. 
stances, sanction the re .. ndmission or admission 
within the said period of any such member as a 
member of the said society or of any other society, 
as the oase mn.y be. 

CHAI'TER IV. 

New. 

Dtrl'IliiB, PBIVILEQES, PBOl'EBTY AND FuNDS OF 800IBTIEBo 

Seotion 37, 
ties to be 
corporate. 

Sooie
bodios 

Section. 38. Ad· 
dress ofsooietes. 

Tho registration of a society shall render it a body 
corporate by the name under which it is registe~ 
red, with P.Crpetualsucoossion 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 tho purpose for which it is constituted. 

Substitute the words "for the purpose for 
which it is constitt,ted, for the words 
tl for the purposes of its constitution" 
in the last two lines of section 23. 

Every society shall have an address registered in No change. 
accordance with the rules, to which aH notices 

and communications may be sent, and shall send 
notice in writing to tho Registrar of any change 
in tho said address within 30 days of such chango. 



Serial 
No. 

1 

lieading and 
Section No. in the 

Act in force. 

2 

40 Section 30. Register 
of members. 

41 Section 21. Copy of 
Aot, et.o., to be open 
to inspection. 

Heading and 
Section. of the Aot 

as recommended 
by tho Committee. 

3 

Full text of tho Section incolmnn No.3. 

4 

Change. 

Section 39. Register (1) Every society shall 
of members. memhel'fl and enter 

particularF :-

keep a register of its Sub·section (1)-New. 
therein the following 

Seotion 40. Copy 
of Aot eto., to be 
open to inspec. 
tion. 

(a) the name, a.ddrel'ls and occupation of each 
member: 

(h) in the case of a society having a .,.ha.re capital, 
the share held by each member ; 

(c) the date on which each p3rson was admitted 
as a member; 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 by· laws permitted a member 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 member concerned and the date on 
which the nomination was recorded. 

(2) Such register shaU be prima facie evidence of the 
date on which any person, was admitted as a 
member and of the date on which any per~on 
ceased to be a. mem her. 

Every society shall keep a copy of this Act and the 
Rules and ofits by.Iaws and a list of members open 
to inspection to the public free of charge during the 
office hours or any hours fixed by the society at 
the registered address of the society. 

Delete the words "or list n and "or 
shnreskcpt by any society" and "any 
of the particulars entered therein 11 in 

the first twolino~ of ~oction 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 " inspec
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 seotion 40. 



·~ e 
I -"' 

•2 Section 31. Admissi· 
bility of oopy of 
1ntry aa evidence. 

(3 Seotion 32. Exemp
tion from compul
sory registration of 
instrume .. ts relntic·g 
to shares and debe.'
turos of society. 

Section 41. Admis
sibility of oopy of 
entry aa evidence. 

Section 42. Exemp· 
tion from compul
sory registration 
of instrument. 
relati ,. g to shares 
and debo-ltUrGs of 
•ociety. 

(I) A copy of any entry in any book, register or list 
regularly kept in the course of business iD the 
possession of a society aha li ,if duly certified in such 
manner, as may be prescribed ·by the Rules, be 
admissible in evidence of the existence of the entry 
and shall be admitted as evidence of the matters 
and transactions therein recorded in every case 
where, and to the same extent to which, the 
original entry would, if produced, have been 
admissible to prove such matters. 

(2) In the cnse of such societies as the State Govern
ment by general or speoinl order may direct no 
officer of & society shall in any legal proceedings 
to which the society is not a party be compelled to 
produce any ofthesocie•.v'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 
orcter of the Court or a Judge made for special 
causo. 

Nothing in section 17. sub-section (1), clauses (b) and 
(r), of the Indian Registration Act, 1008, shall 
apply to:-

(I) any- instrument relati"g to share" in a society, 
notwithstanding that the assets of tho society 
consist in whole or b part of in movl able 
prop rty ; "r 

(2) any dcbe-•tures issued by any society and not 
creating, declaJing, a8.'!igning,limiting or extin
guishing any rights, title or interest to or in 
jmm,oveahll' propert.v except in so far as it 
entitle the holder to the security afforded by a 
registered instrument whereby the society hns 
mortg&J!'ed, conveyed or otherwi~e transferred 
the whole or part of its im.tr:.ovooble property or 
any interest therein to t.rustee.q upon trust for 
the benefit of the holders of such debentureit; or 

(3) any endorsement upon or tra.t1fcr of any 
doben•u"'C<l j~qurrl bv nnv Rflcich·. 

Substitute the word "State 11 for the word 
"Provincial" in sub-soot ion (S). 

No change. 

--------------------------·---



Serial 
No. 

1 

Reading &nd 
S.otion No. in the 

.Actin force. 

2 

Heading and 
Section of the Ad 

88 recommended 
by the Committee. 

3 

44 Section 33. Power to Section 43. Power 
exempt from income • to exempt from 
tax, stamp duty, re~ taxation. 
gistration and court 
fees. 

Full text ofthe Section in <'o!umn No.3. 

4 

(1) The Cent.ral 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 members of the society on account of profits or 
in respeCt of interest on securities held by the 
society. 

(2) The Government, by notification ih the Official 
Gazette may, in tlle 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 
or on behalfofasocietyor by an officer or mem· 
her and relating to the business of the society, 
or any claas of such instruments or awards of 
the Registrar or his nominee or Board of nomi:.. 
noes under this Act are respectively cha~gea.ble 
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 "Government" in relation to 
stamp-duty, means the Government as defined ill: 
sub-section (2) of oe.ction 9 of the Indian Stamp 
Aot, 1899, in relation to court fees means the 
Government which is the appropriate Government 
for the purposes of the Court Fees Act, 1870, and 
save as aforesaid means the State Government. 

Change • 

Add the words " or Board of nominees u 
between the words u his nominee n and 
" under this Act ". 

.Add" and anY other tax or fee or duty, or a 
portion thereof, which the State Govern· 
mont is competent to levy 11 at the end of 
sub-clause (b) of snb·Seotion (2'). 



45 Section 33-A. State 
Government may 
give loans, contri
bute to share capital 
or guarantee deben
tU'Ces, share capital 
or dividend. 

4G Sootion'35. Restrict
ions in borrowing. 

47 Section 3!. Restrict
ions on loans. 

Section 44. 
aid. 

State 

Section 45. B. e •· 
t r i o t i o n s oo 
borrowingB. 

Section 46. Rea-
tl'iotiona on loans. 

Subject to su.::h conditions as the State Government 
may, by general or special order specify in this 
boha.If, the Stat-e Government mny-

(a) give loans to societies, 

(b) contribute towards the share capital of a 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 it":'~ members or the payment of 
dividend thereon at such rates as ID.Ily be 
specified by the State Government, 

(d) gurantee the repayment of loans given by 
a co-operative bank to a socie!y, 

(e) gu unntec repayment of principal and payment 
of interest on loans and advances given by the 
Reser\•e Bank of India or the lndUBtria) Finance 
Corporation of India or any other authority 
constituted under any law for the time being in 
force, 

(/) provide financial 88sistnnce in any other form 
to a society. 

A society shall receive dciJOBits and loans from 
mcmhcrs and other persons only to such elrtent and 
under such conditions ns may be prescribed by 
the Rules orspE'cified by the by·luws oftbesociety. 

Delete 11 and to such other conditions as 
may be provided for by any law for the 
time being in force" appearing in the 
second and third lines of feotion 33A. 

Add "Sub-clauses (e) and (/)" as shown 
undt-r Column 4. 

Substitute u ntem beu1 and other persona'' 
for "persons who are not membP.rs" 
occurring in tho fin;t Hne in set:tion 36. 

Insert the word "specified'' hetween th(' 
words ''or" and·,, by" in thelMtline. 

(1) N'o socit~ty !lhnlJmakc a loan to any person other· Insert 11 Sf'ction 46 as mention <>d. 
t-han amcmberoron the 8CC'urity oflts own s•.ues under Colwnn 4" for the existiJJg 
or of a non·ntem bcr pro\·ided t-hat with the special section. 
sanction oft he Rt•gistrar nsocietymaymakeJoans 
to another society. 



Serial 
Heading and 

S<!ction No. in the 
No. Actin force. 

1 2 

48 Section 36. Restrict .. 
ions on other trans .. 
actions with non· 
me~bers. 

Beading and 
Section of the Act 

as recommended 
by the Committee. 

3 

Section 4 i. Res. 
trictions on other 
transactions with 
non-members. 

Full text of the Se<'tion in column N'o. 3. 

4 

{2) Notwithstanding anything contained in sub
Section (1), a society may make a loan to a 
depositor on t-he decurity of his deposit. 

(3) Where the Regist.rur 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 sodety in pa1"ticular, anti all 
societies or a claSli of societies or the societies 
concerned, R.'i the case may be, shall be bound to 
follow the policy so determined. 

Conswners', Producers' and Housing Societies may 
to the extent permitted by their by-Jaws trade 
,.,-ith persons who nrc not members, but the 
transacUons of a Resource society with persons 
other than members except as provided under 
sections 45 and 46 shall be subject to such 
prohibitions and restrictions, if any, as the State 
Government ntay by rules prescribe. Such 1mciety 
shaH have a charge upon the interest of such non
member in the societ.y in respect of any debt due 
from sp.ch non-mem her and 111ay set-off any sum 
credited or payable to a non~ member in or towards 
payment of any such debt. 

Chnnge. 

5 

The special features of tho revised section 
are-
{t:) that it cxoludcsloans to non-Jrtembers 

from its perYiew altogether, 

(ii) that it provitl{'.s for Joans tv ~tnothcr 
society with tho sr~nction of tho 
Registrar, 

(iii) thnt it provides for a loan to the 
depositor against the security of his 
deposit, and 

(iv) that it authoriFcs tho Registrar to 
determine and enforce on societies or 
a class of societica a. policy in respect 
of loans in public interest. 

Add a.t the end of section 47, the following-

" Such society shall have a charge upon 
tho interest of such non-member 
in the society in respect of any debt 
duo from such non-member and may 
set-off any sum credited or payable 
to a non-member in or towards 
payment ·or any such debt." 



49 Sootion 25. Ohargo 
and set-oft' in respect 
of share or interest 
of member. 

Section 48. Charge 
and sot-off in 
respect of sha.re 
or interest of 
member. 

50 Section 24. Prior Section 49. Prior 
claim ofsouicty. claim of society. 

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 mentber and 
upon any dividend, bonus or profits payable to a 
mem bor or past ntem ber or deoeasecl mont her to 
the society, and may set-off My sum credited or 
payable to a member or past member or deceased 
~ember in or towards payment of any I'IUdt debt: 

Provided that no co-operath•o bank shall have a 
charge upon any sum invested with it by a society 
out of tho Provirlent Fund established by it und6l' 
section 50 o1·its Resen·e l"und and noco.operativo 
bnnk shaU be entitled to set·oft' any sur.h sum 
toward"' any debts due from such soci~ty. 

(1) Notwit.hst.nnding anything contained in sections 
flO and 61 of the Code of Civil Procedure, 1008, 
aud notwithstanding any proyiqion in any other 
lnw for tho time being in force but suhjeot to nny 
prior claim of tho Government in respect of bnd 
revenue or any money recoverable RBiunrl revenue, 

(a) any debt. or outstanding demand owing to n 
society by any member or past member or 
docea.sed member shall be n first charge, (i) 
upon crops or other ngricultt,ral produce rniEed 
in whole or in part with or without a loan 
taken from the society by stJch menl ber or past 
member or dc<'cat~ed member, (ii} upon nny 
cattle, fodder for cattle, agricultural or indu~· 

·trial implements or machinery, or raw matcrialR 
for manufacture or work-shopg, goduwn or place 
of busine&:~, su]lplied to or purchased by such 

.Add the words "or deceased member'• 
after the word<J "pllst mE'm ber 11 
wherever they occur, 

Add proviso as stntcrl under seelion 48 
in Column 4. 

Insert the portion "not withstanding 
an.vthing contained in EE'Ct.ions 60 and 
61 of the Code of Civil Procedure, 10vS 
and notwithstanding any pro' i.'<ion in 
any ot.ber law for the time being in 
force but , at tho brginning of section 
2-i and doleto tho wordH " or of a Land· 
lord in respect of rent or any money 
recovorahlo as rent", appearing in tho 
scoond and third lines of sub·scction 
(1) of section 24. 

.Add tho words ''or de('eascci. member ' 1 

after tho words "paRt member u 
wherever they occur. 



s~rial 
Beading and 

S~tion No. in tho 
Heading and 

S~tion of the Act 
No. Act in force. as recommended 

by tile Comrnittel". 

1 2 3 

Full text of tJ.e Section in coJumr. No. !l. 

4 

member or p11.8t member or deceased member 
in whole or in part ftom any loan whether in 
money or goods given him b:v tho society and 
(iii) upon any movable property which may 
have been hypotheeated, pledged or otherwise 
mortgaged by a mom her with tho 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 ally other rights or amotmts 
payable to such society, shall be first charge 
upon his interest in the immovable property 
of the society. 

Explanati(ln.-The prior claim of ~overnment in 
respect of dues other than land revenue shall be 
restricted within the meaning of sub-section {1) 
to the assets oreated by a Diem her out oft he ftmds 
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 (l) ~hail 
be transferred in any manner without. the 
previous perntiRsion of the •moiety and RUoh trans
for shall be subject to sur:h oonditiona, if a.ny, as 
the society may impose. 

Chnnge. 

5 

JnRert tho words "or without" betwe<l!l 
t.he words "past wit.h" Rnd "a loun" 
in sub-clause ta) in tho third lino. 

Delete the word u and " at the end ot 
sub-clause (a). -

Add the word u and" at the end of sub~ 
olause (a) (ii) of sub-section (1) and add 
"sub-clause (iii)" as stated in column 4. 

Add "explann.t.ion " os mentioned under 
column 4, under sub-seotion (l). 

Delete the portion "exo~pt by w&y of 
lease for a term not eJtoeeding 10 years'' 
occurring in sub-section (2) and add at 
the end thereafter tl1e portion "and 
such transfer Rhall bo subject to suoh 
conditions, if any, as tho society may 
impol:'e". 

Delete the words "notwithstanding 
anything contained in any law '' appear
ing at the beginning of sub-Fection (a). 



il Section 24-AA. 
Chargo on immov
able property of 
m.ombors borrowing 
loans from certain 
flooietioe. 

Seolion 50. Charge 
on iDl.movablo 
property of 
members borrow
ing from certain 
societies. 

(3) Any transfer ntad(} in cont.ravention of sub
section (2) -shall be void and any member 
t.ransf~rring any propert-y and .any perRon 
a.cquidng, or aheting in the acquisition of, such 
proporty which is subject t.o u. cha.rge uudrr sub
soot-ion (1) shall, on conviction, be punishable with 
imprisonment for a t('.rm which may extend to ::~ix 
month~ or with fine whi<'h n.uy extend to five 
hundred rupees. 

(4) Notwithstanding anything contnillcd ira sub
sections (2) and (3) n. society \\hich hns as ono of 
it.R objectl'l tho disposal of produce ofits men, b£"r<~, 
mny pro,·ide in its by-lnws · or may otherwise 
contract with its ruen.lJf.rs, 
(a) that every such member shall dispose of his 

produce through u.(' society, and (b) that any 
member who is found guilty oi a brearh of the 
by-IA.w or of any such contrnct. shall rcim bur.Ee 
the society for the loss detc1mim:d in such 
manner ns mny bC' l:lpt>cified in the by-lnws. 

Notwith"itanding anything wntained in this Act or 
in any other Jaw for the time being in force-
(1) Any per.,on who make.i an appliraticn to a 

society of which he is a memher for a loan shaH, 
if he owns any ]A.nd or has intert>st in any land 
as a tP.nant make -a declaration in tho fonn 
prescribed by rule!i. Such CecJnration 1:1hnll 
state that the applicant thereiJy Cr(>lltC's a 
charge on such land or interest specified in the 
declaration for the pnyntcnt of the amount of 
the loan which the society may make to the 
member in pursuance of the application and for 
all future ad,·anccs, if any, required by him 
whirh the society may make to him na 8Ut'b 
member subject to SUL·h maximnn~ ae 11\ay be 
dete-rntincd by tho socit>ty togethl"r with interest 
on such &Dlount of tho loan and advancrfl, 

Delete the words •' of the provisions ·• 
betwoen· thG words "contranLtion '' 
and "of sub-section (2) " in sub
~eotion (3). ThereaHu ndd at tht>. enCI 
"and any member tran5ft:rdng any 
property and any perwn arq1dring, or 
abating in tho acquisition of, such 
property which is au bject to n charge 
und,~r sub-~Seotion (1) ::;hall, on·conviction, 
bo punishable> with impri<sonmeot for 
n. term which mnv extend to f.<ix months 
or with fino whiCh mny oxh•nd to tivo 
hundred rupees. 

Delrtc sub-section (4) of Sf'Ction 24 which 
apprars with modificntion as reproduced 
in tht' roncJuding portion of the preceding 
para. 

Add sub-sertiou (4) &'! mentioned in 
column 4. 



Serial 
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I 

Reading and 
Section No. in the 

Act in force. 

2 

Reading and 
Section of the Act 
as recommended 

by the Committee. 

3 

Full text of the Section in eoJumn No.3. 

4 

(2} Any person who bas borrowed a loan from a. 
society of which he is a. member before the date 
of the coming into force of tht: Bon.. bay State 
Co·operative Societit.s Act, 1057. and who 
owns any land sbaJI,as soon as possibJe,make a. 
declaration in the form and totheeffcctreferred 
to in sub-section (1) and no 11uch person shall, 
unless and until he bas made such declaration, 
bo entitled to exercise any right as a mt.mber 
of the society. 

(3} Any person who has borrowed a loan from a 
society of which he is a member before the 
date ..,fthe coming into force of the Bombay 
Tenancy and Agricultural Lands (Amendment) 
Act,I955, or any other Actin any part of tho 
State and bas any interest in land as a ter:ant 
shall, as soon as possible, make a declaration 
in the fonn and to the effect referred to in sub~ 
section (1) and no such person shall, unlt~f and 
until he hasmadesuchdeclaration, beentitl£ d to 
exercise any right as a member of the sotkty. 

(4) A declaration made undersub~~ections (1) ,(S) 
or (3) may be varied at anytime by a mtmber 
with the consent of the society in favour of 
which such charge is created. 

(5) Nomexribershall alienate the whole or any 
part of the land oriuterest therein spEcified in 
the declaration made under sub~seotiono;; {1) ,(2) 
or (3) until the whole amount borrowed by the 
member together with interest ther!on is paid 
in full: 

Change. 

5 

Re-number "sub-section (Ua) as sub
section (3)" and substitu~c "(J)" for 
"(Ha) ''wherever it occurA. 

Insert the words, "or any other Act in 
any part of the Stato '' between the 
words and figures ".Act 1955" and 
''and has''. 

Re-number "sub.sectione (J} and (!1) 11 

as sub~section" {4) and (ij:) ''respectively. 
Delete the u first proviso Wlder sub· 
section (iv) ". . 

Delete the word "further 11 betwEen the 
words u provided 1 , and "that'' appear
ing in second provi~o. 



Provided that it shall be lM. ful to a member to 
exc.cute a mortgage bond i1.1 favour of~ mort~ 
gage Bank or the State Goverr.n:entin respect 
of such land or any part thHcof under the 
Bombay Canal Rules made under the Born bay 
Irrigatjon Act, 1879, for the supply of water 
from a canal to such land or any part thertt;:~f. 

Insert the words ".a mortgage Bank or" 
between the words uin favour of'' and 
"the State Governn:ent ". 

(6) Any alienation made in contravention of the Re.numbcr" sub-sect!onR (v),(vi) and {vii)" 
provisions of sub-section ( .5} shall be void. . as sub-!ieotions "(6), (7} and (8)" rtB• 

peotively. 
(7)· Subject to tho prior claims of tho Govern· Insert the words "or any other .Act in 

mcnt in respect ofland revenue or any money any part of the State'' bctw('en the 
recoverable as land revenue and to the charge, words and figur~ "Ar.t, IC47 11 and 
if any, created under an award made under the 'c there shall'· 
.Bombay Agricultural Debtors Rt-licf Act, 1C47, 
or any other A('t in any part of the State there 
shall be a first charge in favouroftheso(itty on 
the land or inter( at specified in the declaration 
made under sub-s£Ctions (1), (2\ or (3) for and 
to the extent of the dues owh~g by him on 
account of the loan. 

(8) Notwithst.tmding anything contained in 
Chaptl'T X-A of the Bombay Land Revenue 
Code, 1870, the Record of Rights maintained 
under the said Chapter shall olfo im·lude the 
particulars of every charge on land or interut 
orcat<>d under a dE:claration under sub-scctioiJS 
(1), (2) or (3). 

Explanation.-For ihc purpose of this section 
usociety u, ~haJJ 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 

(h) any society dr any society of the class of 
socief ies specified in this behalf by the State 
Government by a general or special order • . _____________ _:_.....::...._.-.:.. ______________ _ 



Heading and 
Serial Seotion No. in the 
No. Aot in foroe. 

1 2 

i2 24·A. Dednotion 
from salary to meet 
society's claim in 
certain caaos. 

Heading and 
Section of the Aot 

as recommended 
by the Committee. 

3 

Section 51, 
duotion 
salary to 
society's 
in certain 

De· 
from 
moot 

claim 
eases. 

Full text of the Section in Column No.3. 

4 

(I) A mPmber of a societ;\' may execute an agreement 
in favour of the society providing that his 
employer shall be 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 s'Uch agreement the 
employer shall, if so required. by the society by 
a requisition in writing and so long as the society 
does not intimate thn.t 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"nfter the receipt of a requisition, made under 
sub4 section (2), the employer at anJ time fails 
to deduct. the amount specified in the requisition 
from the salary or wages payable to the member 
concerned or makes default in remitting the 
amount deducted to the society, the society shall 
be entit.}ed to :recover any such amount frolil the 
employer as an arrear of land revenue and the 
amount so due from the employer shall rank in 
priority in respect of the liabilit.y of the employer 
equal to that of the wages in arrears. 

Change. 

5 

Substitute " t.he society does not intimate 
that the· whole of such debt or demand 
has. been paid ", for the portion '' suoh 
debt or demand or ~ny part of it remains 
unpaid" occurring in sub.section (2) of 
the Section 24A. 

Delete the port.ion ''(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 
Column 4. 

Renumber "sub-sections (3) and (4) u as 
"sub-sections (4) and (J)" respectively. 



53 Section 52, 
not to 
divided. 

Funds 
bo 

S e o tion 53. Ap· 
p r o p r i a tion 
of nrofits. 

(4) The provisions of this section shall also apply 
io 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 sect-ion shall apply to 
persons employed in railways (within the meaning 
of the Constitution), mines and oil-fields, 

No part of the resources, other thnn the net profit, 
of a. society shall be di<;tributed among its members 
by way of bonus or dividend, honorarium or other
wise. 

(1) A society earning profit shall calculate net profit 
by deducting from the gross profits for the year, 
all accrued interest which is overdue for more than 
six months, establishment chnr~es, interest pay
able on loans nnd deposits, audit fees, working 
expenses including repairs, rent, taxes and 
depreciation, and after providing for or writing 
off bad debts and losses not adjusted ngain."t any 
fund created out of profit .. A society may, how
ever, add to tho net profit for the year interest 
accrued in the proceeding years but actually 
re~overed during the year. The net profit thus 
arrived at, together with the amount of profit 
brought forward from the previous year, shall 
b~ available for appropriation. 

(2) A ~ooiety may appi'Opriate its profit to Reserve 
Fund, any other fund, the pa~'JDent of rlhidend 
to the nlentbcrs on their share, to the contribution 
to Educational Funcl of the Rom bav State Co
opPratin~ rnion, to the pn~"IDcnt of bOnus on the 
bnsi!i of support receh·ed from ment hers and non
members to its busines~. to payment ofhonorariunt, 
and towanls auy other purpose as n\ay be sp~cHi1 d 
in tho by.Jaw~. Prot'hlcd thnt no part of tho 
profit shall he appropriated except with the 
approval of tho Annual GPn£>ral ~le<>ting and in 
conrormity with the Act. Rules and By-Jaws. 

Substitute the portion" the Bombay State 
Co-operative Societies Aot, 1957", 
for the portion " the Bombay Co~opera. .. 
tive Societies (Amendment} Aot, 1942." 

Nen·. 

New. 



Serial 
No. 

1 

Heading and 
section No. in the 

Aot in force. 

2 

li4 Section 39. Reserve 
Fund. 

55 Seotion 38. Reatrjc .. 
tiona on dividond. 

Heading and 
eeoliion of the Act 
as recommended 

by the Committee. 

3 

Section 64. Re .. 
sE.>rve Fund. 

Seotion 55. 
triotion 
dividend. 

Res· 
on 

Full text of the Section in Column No.3. 

(1} Every society which does or con derive profit 
from its transactions shol! maintain a Rt>~enc 
Fund. 

(2) Jn the cnse of Resource or Prcducers' Sodety 
at least lf·!th of t,hf' net, profits of the soc1ety each 
yJ>arohaJl be carried to tho reserve fund and in the 
case of any other society at least If lOth of the net 
profit of the satiety each year t.hall be carr1ed to 
tho re.-1erve funrl, and such reserve fund mav be 
Used in its husinesd by a society other than fiCO· 
operative bank or ntny be invested ifl accordance 
with provision of Section 58. 

(1) No society &hall pay a dhid~nd out of its net 
profits to its members on its share capital at a rate 
exceeding 6:1 per cent. interest, and no resource 
society on a basis of unlimited liability in ,,,.hich 
the mem hers hold shares, shall pay a rlh id<"nd 
until l 0 years from the date of registration of the 
~ooiety have elapsed. Pro\ idecl that if any con~ 
somers', producers', housing or fnrndng 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 
4c per cent .. payublc, out of profits in future years 

Change. 

5 

Substitute the portion "othe-r than a Co .. 
op<'rath e Bani< or may be investt.d in 
ncconlancc with the provi~ions of Sec
tion 58 " for the portion '' ot· may be 
invested subject to the prO\'ibions of 
Section37, as {tho Pro\incial Go\tcm
ment) mn.y ·by general or special order 
direct, or may, \\ith Fre\'ious sanctic.n cf 
(the Provincial Govemntent) be used 
in part for som o pn blic purpose likely 
to promote the objects oft his Act or for 
some purposes of pro\incial or lounl 
iutere$l" appearing in the fi\'e con
cluding lines of snb-sect.ion (2) of Sec .. 
tion 39 : 

Insert the words "out of its net profits" 
between the words "dhidend" and 
"to its members". Also insert the 
words "on its share capital u between 
the words "XIlembers" and" at a.raten. 

Add the words "interest" at t.he end of 
the Section 38. 

Re-draft thereafter t1to whole section as 
ment.ioned under Column 4. 



M 39A. C'.ontribntlon to 
eduCAtional fund o£ 
Bombay (State) a,. 
opomtivo Institute. 

Section 56. Contri
bution to educa.t; .. 
tional fund of the 
Bombav State Co
opocatiVe Union.. 

at nny time not later t.hnn 10 years immediat.ely 
succeeding ihe year of such deficit.. Provided 
further that if any society other than a con~ 
sUJilcrs', producers', housing or fnrming society, 
is unable to pay a dividend at 6! pt>r cent. in 
respect of any yeat it may make good tht' deficit 
by paying an additional di' ictend out of profits in 
the two years intmediat.cly succeeding the year of 
such deficit. 

(2} A society may credit in an~· year n. 6Um not 
exceeding 2 per cent. on the paid up shat'e capital 
to a fund called tho •• Db idcnd 'Equalir::ation 
}"'und" and no withdrawal from such fund ahnll 
be made ex~ept for the purpose of paying the 
dh'idend without tho pre,·ious written sanction 
of the Registrar, ' 

(3) Notwith<;tanding anything c...,ntni11cd in sub
section (1) a soClicty ol.assificd either ns consumers' 
or producers' 1 osource or hou~ing, mn)' pay bonus 
to its membeis and person$ who urt- not ntcmbef!'l 
to the extent and subject to conditions prescribed 
by the Rules or by-laws of such socil'ties provided 
that no remnrce soC'ictvona. basis of unlimited 
liability in whieh the meinbera do not hold shares 
ahaJI pay any bonus without the general or RpC'cinl 
ordfc'r of the State Government·in thi~ behalf. 

EzplanatiiJn.-No sociPty shall mnln· any payment. 
under sub-sectionR (1) and ( 3) or any appropria
tion under sub-section (2) without the sanction 
of the annual gcnernJ meeting. The annual 
general ntef':ting may reduc£~ the dhidcnd recom. 
mended by the ContmittcP, but it shall not be 
within its powers to declare a higher dhidcnd. 

(1) Every soeiety which dec]nres a dividend to its 
mem.hers at a rate of 4 per cent. or more, ehall con
tribute to'\\-n.rds the educational fund of the Bom
baj State Co-operative Union at such rote as may 
be prescribed. 

Insert article" a" before the word dividend 
in the first line. 

Substitute the 'Word 11 declares" for tho 
word "pays" in the first line. 
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57. 

Heading and 
section No. in the 

Act in force. 
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Section 42. 
tion to 
purpose. 

Contribu
choritable 

Heading and 
sect1on of the Act 
as recommended 

by the Committee. 

3 

Section 57. Contri
bution to chari
table purpose, 

58. Section 37. Invest· Seotion 58. Invest. 
ment of Fupds. ment of Fnnds. 

Full text oft he Section in column No.3. 

4 

(2} No society liable to contr'ibute towards the edu
cational 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 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 e..·•weeding 10 per 
cent. of its net profits. after providing for there
serve fund as prescribed in FUb· 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 purpo.se, or to public 
purpose, or to a charitable purpose, as defined in 
Section 2 of the Charitable Endowments Act, 1890. 

(1) A society may investor 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 debentures 

issued by any other society withlimitedlia.bility; 
or · 

Change. 

5 

Substitute the w Jrd " Union " for the 
word cc Institute". 

Add "Sub-'ieotion (ZJ , as in Col. 4. 

Substitute the figure '' 10" for the figure 
"20" in sub-clause (a). 

Substitute the word u Union, for the 
word u Institute" wherever it occurs. 

Insert the words u or part" between the 
words " whole" and '" of" occurring in 
tho first line of sub-clause (b). 

Re-draft the whole Section as in column 4 
for a better rea.~g. 

Substitute the following for clause (a) :
" (a) in a Central Bank or the State Co .. 

operative Bank, or". 

R:mu'!Dber '' clause (b) ''as u clause (cl)''. 

Add "sub·clauses (b) , (r,} and (/) ". 
Delete the word "ofu in sub-clause (c) 

and, insert the words " bonds or 
debentures issued by , · between the 
words "security" and " any". 



69, Sootion41. Provident 
Fund. 

60 

Section 69. Emp. 
loyecs:• Provident 
Fund. 

Seotion 60. Power 
to direct affi.lia.tion 
to a federal 
sooiety. 

(/) in rmy banking company approved for this 
purpose by the Registrar and on such conditions 
as the Registrar may lny down from time to 
time; or 

(g) in any other mode permitted by the rules or 
pygeneralorspecinlorder of the State Govern
ment. 

(2) Notwithstanding anything cont-nined in sub~ 
section (1), the Registrar mny 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 Fund. 

(I) Any society may establish a provident Fund for 
its employees into which shall be paid the contri
butions made by its employees and by the society. 
Such provident fund shall not be used. in the busi
ness of the society and shall not form part of the 
assets oft he society and shall be invested under tho 
provision of Section 58 and shall be administered 
in the manner prescribed, 

(2) Notwithstanding anything contained in sub
section (J), 8 provident fund e.ilabliAhed by 8 

society to whil'h the Employees Provident Fu'nd 
Act, 1952, is applicable shall be governed by 
that Act. 

The Registrar may, by geneml or specialorder,direct 
that all or anv of the societies situated within a 
specified area. Shall be nffiliated to a Federal Society 
or Fl'dernl Societies in such manner and on such 
conditions as the Registrar mny, 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 ro
num.ber it as " (e) u, 

Substitute "sub-dause (d)" by "sub
clause (f) " as in Column 4. 

Re-number u sub-clause (e) 11 as "sub· 
clause (g) " as shown in Column 4. 

New. 

Substitute the word "employees 11 for the 
words'' members or officers or servants'' 
in the first and second lines and re-draft 
the Section as in section 69 under Colu.mn 
4. 

New. 
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Section 51. Bar of 
suit in winding up 
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as recommended 

by the Committee. 
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Section 61. Bar 
Jurisdiction 
Courts. 

Full~xt of the Soetion in column No.3. 

4 

of (1) Save in so far as is expressly provided in this Act, 
of 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 
m.anagement of the society on dissolution there
on; or 

(b) any dispute required to be referred to the Re
gistrar or his nominee or board of nominees for 
decision; 

(c) any matter concerned with the winding up and 
dissolution of a society. 

(2) WhiJea society is being wound up no suit or other 
legal proceeding relating to the business of such 
society shall 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 Registrar and subject to such term.s as he 
m.ay impose.· 

(3) All orders, decisions or awards passed in accord
ance with this Act or the rules shall be 1i.nal sub
ject to the provisions for appeal in this Act and 
such order, decision or award, shall be liable to be 
challenged, set aside, modified, revised or declared 
void in any court upon merits or upon any 
grounds wha.tsoever except for want of jurisdiction. 

Change. 

6 

Save in respect of sub-seotion (2) and sub. 
clause (c) of sub..aection (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. 



6~. 

-43. 

Section 62. 
authority 
society. 

Final 
of a 

Seotion 12. Annual s,otion 63. Am Ulll 
General Meeting. General Meeting. 

CHAPTER V 

liANLoB~rENT rF SociETIES 

subject to the provisions in this Act and the Rules, 
the final authority of every society shall vest in 
the general body of members in General Meeting 
suDl.Dloned in such a manner as may be specified in 
the by.Jawe. 

Provided that where the bye.Inws of a society 
provide for the e!ection of delegates 6f such mcm .. 
hers, tho final authority may vest in the delegates, 
of such members elected in tho prescribed manner 
and assembled in general meeting. 

(1) Every Scoiety shall, within a period of three 
montha after the date fixed for making up its 
accounts for the year under the Rules for tho 
time being in force, call a general meeting of its 
member; . 

Provided that the Rrgistro.r m.ay, by general or 
special order, extend the period for holding tJUCb 
meeting by a period not exceeding three months. 

(2) At every annual general meeting of tho society 
the committee of the society shall lay before the 
flociety a balance sheet and profit and loss account 
for the year i~ the manner prescribed by the Re. 
gistrar by general or specific order for cines or 
olnssos of socielics. 

Erplanation.-In the case of a society not onrryin~ 
the business for profit, an income and expendi
ture account shall be placed be foro the society 
nt the annual general meeting, insteud of prof.t 
nnU lo~a nccount nnd the references to profit and 
loss account, profit, und loss in tb:s Act, shall be 
oonstrued in relation tosuchasoo"ety as rofcr
enceRrespectively to the ''income over expendi· 
ture ",and "excess of expenditure over income". 

----------------------·---------

New. 

Add "sub.seotions (2), (3) and 
as shown in Column 4. 

(4) " 

In view of insertion of sub-sections ns 
aforesaid, "renumber sub-section (2) of 
section 12 ns sub-sec. (5)'", in Section (63) 
(now) and insert the words., or in com
plying wilh sub-sections (2), (3) and (4)" 
botw~tn the words and figure "sub-sec. 
tion (1)" and" tho Registrar" in the 
second line. .Again add the words "and 
comply withsub.section' (2),(3), nnd (4)" 
between. the worda " and " and . " nnd 
who " in the fourth line. 

Substitute the words and figures "to 
comply with sub·sectione (1);(2).(3) and 
(/)"for the lvords " to call such 
meeting.'' 

Substitute 11 Bub--toction (5)" for "sub· 
section (2)" in the first line of sub· 
section (3) and renumber it as "Sub· 
section (G) ". 
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Heading and 
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Heading and 
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3 

Full text of the Section in column No.3. 

(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 atlairs; (b) amounts, if any, 
which it proposes to carry to any reserve either 
insuch balance sheet or any specific balance 
sheet ; and (c) the amounts,if any, which itreCom· 
mend.s,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, t@'e 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. 

(5) If default is made in calling a general meeting 
within the period or the extended period, as th~ 
case may be, as prescribed undersub·section (1), 
orin complying with sub·sections (2), (J) and (-1), 
the Registrar ma1 by order declare any officer or 

Change. 



Section 13. Speolal 
General Meeting. 

Section 04. Special 
Genor,tl Meeting. 

member of the Committee whose duty it was to 
call such a. meeting and comply with sub~seotions 
(2),(3} and (4)nnd who without reasonable excuse 
failed to comply with JUb·seotions (1), (2), (3) 
and (4), d1squa.hfied for being elected and for 
bei~g an officer or member of the Committee 
for such period not exceeding 3{ears, as mv.y be 
specll~ed 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 impos~tl under >ub·seotion ( 5) may be 
recovered in the manner provided by the Code 
of Criminal Procedure, 1898, for the recovery of 
Jines, imposed by a Court as if such fine was 
imposed by a Court. · 

(l) ·A special general meeting may be called at any 
time by a mt jority of the Committee and shall 

be called within one month, (i) on the requisi· 
tion in writing of one-fifth of the members of 
the society, or of members the number of which 
is specified in the bye· laws fort he purpose, wh ch· 
ever is lower, or (it) at the instance of the 
Registrar,or (iii) in thecaseofa society, which 
is a member of a federalspciety, at the instance 
of the Committee of such Federal Society. 

(2) Where any officer or a member of the Com· 
m:ttee who.se duty it was to call such meeting 
and who, without reasonable excuse, failed to call 
such meeting, the Registrc.r mL!y by an order declare 
such officer di· qualJfi. u for being a. member of the 
Committee for such period not exceeding three 
years as may be specified in such order and if the 
offi.cer is a Rervart of the society, impose a fine 
not exceeding one hundred rupees. 

Substitute "Sub-clause (t') n under sub· 
section (J) as in Col. 4, for "sub-sec· 
tion (1) of<eotlon 13," 

Re-number "sub-section (2)" as "sub· 
claus~.:> (ii) "of f.Ub-section (1) as in 
Col. 4. 

Substitute the words uThe Committee" 
for the worda u an officer" in fU b
section (3) of section 13 and renumber it 
as Rub-clause (Hi) of section 64 as 
in Col. 4. 

Add "sub·•eotlons (2), (3) and (I)" as 
in Col. 4. 



Serial 
No. 

1 

Heading and 
section No. in the 

Aot in force. 

ll 

--

Heading and 
section of tho Act 
as recomme'nded 

by the Committee. 
3 

Section 65. Com· 
mittee,its powers 
and functions. 

Full text ofthe Section in column No. 3. 

(3) If the Committee or an officer or officers of the 
society refuse or fail to call a meeting in .accord
ance with the section 63, or 64 (l),or if in the 
opinion of the Registrar, there be no Committee 
or officer or officers competent under the Act, 
Rules and by-laws to call th· 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 oon~ider
ingsuoh matters at~ may be specified by him. 
At such meeting, the Registrar maye.therpreside 
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 conduct the meeting, and any 
resolution passed at the meeting shall be valid. 

( 4) The Regietrar shall hn vo the power to order thn t 
the expenditure incurred in calling the meeting 
under t-ub-section (3) shall be paid out of the 
funds of the societ.v or by such person or persons 
who, in the opinion of the Registrar-, were res .. 
ponsible for the refusal or failure to convene the 
meeting under sections 63 and 64. 

The management of every society shall vest in a 
Committee constituted in accordance with this 
Act, the Rules and by-laws which shall exerciEe 
such powers .and perform such duties as mlly be 
conferred or imposed respectively by this Act, 
the Rules and the by·ln\l&, 

New. 

Change. 

6 

~· 
00 



66 

67 

I I I I Section 66. Vali
dation of nets. 

Section 67. Power 
to appoint Govern
ment nominees. 

(1) No act of a. society or a Committee or any New, 
officer done in good faith in pursuance of the 
business ofthesooiety ehnll be deemed to be 
inv.1lid by reason only of some defect subse
quently discovered in the organisation of the 
society or in theconCititution of the Comm:ttee or 
in the appointment or election of the officer or 
on the ground that such an officer was disqualified 
for his offi.m~. 

(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 hns been cancelled by or 
in consequence of any order subsequently passed 
under this Act, Rules and the by-Jaws. 

(3) The Reg"strar shall decide whether any act was 
done in good faith in pursuance of the business 
of the society and his decision ~hall be final. 

Where the State Government has sul>Rc:ribed to the 
&bare capital of a society, directly or through 
another society, or bas guaranteed the rcpt.yment 
ofthe principal and payment of interest on 
debentures issued by or loans rai~ed by a society, 
the Stnto Government sbal1 have the right to 
nominate not more thnn three represents ti\·cs on 
the Committ-ee of such n. society in such manner 
as m·•y be determ:necl by the s"tntc Government 
from time to time. The meinbera so nom:nated 
shall hold offioedurinEtthe pie sure of the State 
Government or fnr foeh period as may be specified 
in the order under which they file appointed 
and such member on assuming office ahalJ have 
all rights, duties, responsibil.t:es and liabilities 
aa if be is a member of the Committee duly 
elected. 

New. 
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section No. in the 

Act in force. 
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...... 

Reading and 
section of the Act 
as recommended 
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3 

Section 68. Sospen· 
aion 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.mo.naging or 
ha.s 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 ita 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 distruction or misplacing of the recor<' 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 a.fter giving such notice subject to the proviso 
in sub-section (1) and after considering the expla
nation, if any, given by e.uch person, the 'Registrar 

5 

New • 



is Batisfied that the Conunittee or any of its 
members or any officer is mis-managing or ha.8 
mis-mana.geo the affairs of the society or is neglt~ 
gent of the performance of the duties imposed on 
it or him, as the case may be, by the Act or tho 
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 
ita members or remove any of its members or any 
officer froni the office and direct the Committee or 
any of ita 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 t.o 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 tho society functions to take step to 
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 reoords and properties, 'l'ho records and 
properties so secured shall be handed over to tho 
person or persons authorised by the Registrar as, 
the case may be. 

-----------------------------------------
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Section 69, Nomi. · (1) Where a Committee of a society ha.a Qeen dissot. New. 
nation of Cotn· ved and removed from office or any ofits members 
mittee. 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 
such person, or persons, as the case may be, sball 
hold office for a period not exceeding 2 years, as 
may be directed by the Registrar, from the date 
of his or thoir P.ppointment. 

Provided that the Registrar may from time to time 
extendsuch period,butthetotal period of the 
appointment including the extended period shaH 
not exceed 3 years in the aggre~ate ; . 

Provided-further that the Regtstrar may, if he 
is satisfied that it is not necessary in the interest 
of the society to have it::; atruirs managed by the 
person or persons n ppointed under th: s su b·section, 
cancel the order and the p~rson or persons so 
appointed shall cease to hold _office notwithstond· 
ing the period for which such person or persons, as 
the case m:ty be, w?re so appointed. 

(2) Person or persons so appointed under sub~sec
tion (1), shall subject to tho control of the 
Registrar and to such instructions as ho may 

Change. 

5 



70 Section 46B. Ap-
pointment of 
Administrator. 

Section 70. Ap· 
point.mcnt of 
Administrator. 

from time to time give, perform the. dUties and 
exercise the powers of the members of the Com
mittee or officers ofthe society, ns the case may be, 
notwithstanding anything contained in the by
laws·ofthesooietyregarding the qunl;fiontions of 
menibors for being m~mbers of the Committee. 

(3) 'l'ho Registrar mry fix the renumeration pay· 
able to the person or persons flo appointed and · 
tho amount of such re· r.uneration and the other 
co~t, if any, incurred in the management of the 
society shall be payable from the fnnds of the 
society. 

(i) Where a Committee has been appointed by the 
Registrar under Snb-set:tion (1), the Committee 
shnll, before the expirv of the period of its n ppoint
ment, arrange for the constitution of a new 
Oommittceinaccordancewith the by· laws of the 
society and shall hand over the charge of the 
records and properties to the new Committee at 
the expiry oft.he period of its appointment. AU 
not• done or purported to be done by the Com· 
mittee appointed under Sub·seotion (1) during 
th1• pori :-au the affairs ofthesociety wereoarried on 
by the Committee shall be binding on the new 
Committee and society. 

(1) 'Where the Reg'strar bas suspended n Committee 
of a society under Section 68 and is satisfied 
that 'tis de'irab!cin theintereAtoftbeRooiety to 
have its a.ffo.irsmann·ged by an Administrator, the 
Re~istrar may, by an order published in the 
Official Gn zette, appoint an Administrator to carry 
on the a flairs oft be soo'ety. The Administrat-or 
so appo:nred need not be a member of the society 
and shaH hold office for such period not exceed· 
in~ 2 years as may be specified by the Regi~trar: 

Provided that the Regi~trar mny fromtime to 
time extend ~ucb period, but tho total period of 
his appo:ntment including an extended perjod 
shaH not exceed 3 yeors in the aggregn te. 

Substitute the wordl "Registrar" for tho 
words "The State Government" 
wherever they occur. 

Re·draft the whole Section as Section 70 in 
view of ita being linked np in eff'eCJt 
with Section 68 to embody the substance
of Section 46B. 
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FulJ text of the Section in column 1\o. 3. 

(2) The Administrator may be assisted and s.dvised 
by such persons not exceeding five r..s may be 
appointed by the Reg strar and shall, subject to 
tho control of the Registrar and to such ins true .. 
tiona 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 renumoration and any. e1:penses 
of the management shall be payable out of the 
funds of the society within such tlme or at such 
intervals as the Registrar mey fix. If such renu
meration or e·xpenees are not paid out· within 
the time or at the interval fixed, the Registrar 
mayma.kean order directing the person or per
sons having custody of the funds of the society 
to pay to the Administrator such remnn8ration 
and expenses in prior1 ty to other oba.rge~, except 
the land revenue, the arrears of the land revenue 
or a.ny sumreooverablefrom thesocietyas arrears 
ofland revenue and he or they shalJ,so far a.s 
the funds to the credit ofthe society admit, 
comply with the order of the Registrar. 

(') If&tanytime du.ing any period or extended 
period, referred to in sub-station (1) it appears to 
the Registrar that it is no longer necessary to 
oontinue to carry on affairs of the society as 
aforesaid, the Registrar may by an order direo t 
that the .management of the society shall be 

Change. 

5 



71 ...... 

72 ... .. 

Section 71. 
intment 
Manager, 
taryand 
officers. 

.Appc· 
of 

Seore
othor 

Section 72. Regis. 
trar's pol er to 
determine terms 
of<!m~loyment in 
BOClOtleS. 

handed oVer to a. duly constituted Committee. 
Upon the e!eotion · of snoh ComrrJttee, the 
Administrator shall hand over all the records and 
properties to the Committee so elected ·and all 
acts done o1· purpotted 110 be done by the 
Administrator during the p..:riod the ad'airs of 
the society "ere oatricd on by them B~CLlJ be 
binding on such Committee and the society. 

(1) NosocJetyshall appoint a Manager, Secretary Nev-.. .., 
Accountant or any other officer unless he hOlds 
tho qualifications which th<' Registrar may pre-
scribe from. time to time for the emplo~es or a 
class of employees of any society or class of 
societies. 

(2) Where the Registrar is satisfied that a society 
iA unable to appoint a person so qualified as a. 
Manau:er or SC'oretary or an Accountant or any 
other Officer, he may dircot the society to appoint' 
such aperson as he may consider fit for being 
appointed and on Ruch tenns as he may deem fit 
and the society shall be bound to a.ppdnlisuch 
a pcrc;on. 

(I) '1 be Registrar may from time to thne frame New . 
ru1rs governing the terms ol employment 8-Dd 
working conditions in as 10iety or a class ofsocie. 
ties and the society or the ol88s ofsooieth:s to 
which such terms of emptOytnent and of working 
conditions are applicable shall comply with the 
order that may be i11sued by the Registrar in this 
behalf. 

(2) Where dispute including a di!i!pute rega.rding 
tern.s of employment, 1\-0rking conditions and 
disciplinary action taken by a society arises 
betwC'Cn a society anc1 ita employees, the Regis. 
trar or any official appoint<>d by aim not below 
the rank of Assistant Registrar shall Cleride tho 
dispute and his decision shall be bin~ing on the 
soriety and its empJoycts. 



-·---------------------------------------------------
Serial 
No. 

1 

73 

Beading and 
aeotion No in the 

.Aot in force. 

2 

Beading and 
section of the Act 
sa recommended 

by the Committee. 

3 

Section 73. Regis. 
trar•a power to 
enforce· perform
ance of obliga· 
tions. 

Full text of the Section in column No.3. 

4 

(1) The Registrar may direetanysooiety or class 
of societies t.o keep proper bookA of accounts 
with respect t-o all sums of money received and 
expended by the society and the matters in' 
respect of which the receipt ancl expenditure take 
place, all sales and purchases of goods by the 
society and assets andliabilitiu of the society and 
tO furnish such statement and returns as he may 
reqt.ircfrom time to time and the officer or officers 
of the society shall be bound to comply with his 
order within the period specified therein. 

(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(1), 
and such action is not taken-

' (a) within theti.ne provided in thisAot, the Rules 
or the By-Jaws, or 

(b) where no time is so provided within such time 
having regard to the nature ard extent of the 
a.otion to be taken, o.s the Registra.rm&yspecify 
by notice in writing, 

the R-egistrar may himsetf 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 ns if it were an arrear of 
land revenue. 

Change. 

5 

New. 



i4 Seotlon 74. Regis. 
trar's power to 
seize recOrds etc. 

(3) Wliere tho Registrar takes aotion under sub
section (~)., the Registrar may call upon the 
officer or officers o£ the society "'hom he considers 
to be responsible for not complyin~ "ith au b.
section (1). and, after giving such officer or officers 
an opportunity to be heard may require him or 
them to pay to the society tho expenses paid or 
payable by it to the St.a.te 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 8.8 the Registrar may think fit for each day 
until Registrar's directions are carried out. 

(I) Where the Registrnris satiRfied that the books New. 
and recorda of a society are likely to be tampered 
with or destrl)yed ar.d the funds and property 
of a society are likely to be misappropriated or 
misapplied, the Registrar 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 soc•cty and the 
officer or officers of the socioty responsible for the 
oustod;v of such books, records. funds and property 
shallg1ve delivery thereof to the person so autho-
rial do 

(2) Any officer or officers of such society failing to 
com ply with the Registrar's order made under 
sub-sed ion (1) l!ball bt>liaLle to be punil!hcd "ith 
impriflonment extendir-g up to 6 months or with 
fino which may extend toRs. 1,000 or both. 



Be rial 
.No. 

i 

Headii.g ·and 
oeotion No. p the 

Act in force • 

2 

heading and 
section of the Act 
as recommended. 

by the Committee. 

3 

Full text of the Section in column No.3. 

4 

CHAPTER VI. 

AUDIT, INQUIRY, l~SPECTION AND SU'l'EB\"ISION. 

lk>lilon 22. A.udit... Section 75. Audit 
and .Audit fe5. 

Beotlon .22. Audit ... Section 76. Powers 
and duties of 
auditors. 

(1) The Registrar shall by hitnself or some person 
authorised by him in writing by general or special 
ord"r 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) Notwithstanding anything contained in sub· 
~ction (!),every society having a working<'apital 
of Rs. 1,00,000 and over shaH 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 
ofthefinancialyear. The Registrar may, however, 
£oi reasons stated in the order, exempt a society 
or a class of societies from the provision of 
sub·scotion (2). 

(1) The :R'egistrar or any pe~on appointed under 
&t'c.tion 75 to audit the accounts of a society shall 
have free access to the books,.accounts and vou~ 
_c.herS of such society and shall be allowed to verify 
its cash balances andseouritiesandshl\ll be entitled 
to.requirethe production of any book or document 

:re1ating to f:hc: affairs of the society by an -officer, 
sgent,orservant or:m.e:m.ber-in possession of such 
book, document, oa.sh or securities andsu:m.mon at 
the time of his audit any officer, member, agent, 
or serv.~nt of .t~e. society who he has reason to 

Change. 

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-seotivn (2) of section 75 11 and sub
section (3} and (4} of section 76,. as 
shown in column 4. The two sections 
viz., section 76 and section 76 have 
been so drafted as togivemore details of 
the substance contained in section 22 
with a provision for a penalty in oa.se of 
defaults. 



Section 77 Auditor's 
Report. 

believe can give valuable information in regard 
to any transaction of the society or the n:umagc .. 
ment of its affairs. 

(2) Every officer, agent or. servant shall furnish to 
the Registrar or any other person appointed to 
audit the accounts of &society under section 75 (1) 
all such inf-ormation and explanation as to its 
transactions and working as the Registrar or SUQh 
person .may reqUire. The Committee of such 
society &haJJ also ·supply him a list of the asseta 
together with their value certified as oorrt.ct. 

(3} Any officer, agent or servant failing to comply 
with tho requirements of sub.section (2) shaJfbe 
punishable with fincwhiohmayextend toRs.lOO. 

(4) Tho auditor appointed under Beotion 75 •hall 
have the right to receive all notices and every 
communication relating to the annual general 
meeting of the society and to attend such meeting 
&nd to be heard thereat in respect of any part of 
the business with which he is concerned as an 
auditor. 

(I) ThoAuditorohallmake arcporttothememben New. 
of th~ Rocit·ty on the accounts examined by him 
~nd on every balance sheet and profit and loss 
account which are placed before the society's 
general meeting during the tenure of office and 
the report shall state whether in his opinion and 
to the best of his infonnation and according to the 
explBnations given to him, the said accounts give 
tbeinf .. rmation required bythif Actin the manner 
so required and give true and fair view (i) in tho 
oase.,·fthe balance sheet of the state of th~society'e 
affairs ah e.t the end of the fir.oo.ciul year; and 
(ii) in the case of profit and loFB account, of the 
profit or lo~s for its financ-ial year. 

(2) The Auditor's report shall Wo state-
( a) whether he has obtained all the information 

and explanations which to the best of his know .. 
ledge and beliefwcrc necessary for the purposes 
of his audit, 



&rial 
.No. 

l 

lieading and 
section No. in the 

Act in force. 

2 

I!eadiEg and 
section of the Act 
as recommended 

by the Committ<e. 

3 

Full text of the Section in oolun:n No.3. 

4 

(b) whether, in his op101on, proper books of 
accounts ns required by the Act, Rules and tho 
bye-la\\"B h11.ve been kept by the society so far 
as it appears from the examination of th09e 
books, and 

(c) whether the society's balnnce sheet and profit 
and loss acc.nmt dealt with by the report are 
in agreement with the books of accounts and 
returns. 

(3) \Vhoro any of tho matters referred to in sub
aection (2) is answered in the negatiye or with a 
.qualification, tho Auditor's repott shall state tho 
reasons for the ans:wer. 

(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 referrtd to in sub
seotions (l), (2), (8) and (4) the Auditor shall sub. 
mit a memoram~um to the Committee of the 
Society and the Registrar in the prescribed form 
on the audi~ of the Accounts of the society modo 
by him •nd the said report shall give full parti
culars of-
( a) every transaction which appears t{) be 

contrary to the Act, or the Rules or the bye-Jaws, 
(b) every sum which ought to have been but has 

not been brought into account; 

~------·-- -----
Chang<. 

5 
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Seotion 22-A. Regis
- to briug defoota 
diacl.- in &lldit to 
ootioo of aooiety. 

Sootion 78. Pena.lty 
fM Auditors, . 

Seetion 79. Reotill
cation of defeota 
in..,accounta. 

(c) the amount of a.ny deticienoy or loss which 
appears to have resulted from any negligence 
or misconduct or to require further inves• 
tigation, 

(cl) any money or property belonging to the 
society which appears to him to be bad or 
doubtful, and 

(e) any other matter prescribed. 
If any report is made or any do ctiment of the society 

is signed or authenticated by the auditor other• 
wise than in conformity with requirements of 
seotion 77, the Auditor concerned who signs the 
report or signs or auth nticates the document&, 
shall, if the default is wi ful, be punishable with 
fine which may extend to Rs. 1,000, 

(1) If the result of the audit held under aection 75 
diecloses any defeote In the working of a aooiety, 
the society shall within thrae months from the 
date of audit report, explain to the Registrar 
the defeote or the irregulsrities pointed out by 
the auditor and take steps to rectify the defecte 
and remedy irregularites and report to the 
Registrar the action token by it thereon. The 
Registrar may also make an order directing the 
society or its officers to take such action. aa may 
be specified in order to remedy the defeote, within 
the time specified therein. Where the society 
ooneorned is a member of a fedorol society such 
order shall be made after consulting tho federal 
sooiety. 

New. 

Insert the words " the society shaD 
within three months from tho date of 
audit report explain to the Registrrur 
tho dofeote or ·tho irregulsrities pointed 
out by the auditor and take otepa to 
rectify the defocte and remedy irregu
larities and report to the Regiotrar, 
the action taken by it thereon", between 
the words " a society n and " the Regis
trar 11 occurring in the second line of 
Seotion 22-A. Thereafter delete 
tho words " the Registrar may bring 
ouch dofeots to the notice of tho oooioty 
and if the society is a member of the 
fedorol society also to tho notieo of tho 
federal society " in the second, third and 
tho fourth lines of ,eotion 22-A. 

(2) Where the aooiety fails to rectify tho dofeote Add " •ub-oection (2) " ao ohown in oolamn 
ao directed by the Registrar or to the aatiof&ction 4. 
or tho Registrar, tho Registrar may himaelf take 
otepo to have the dofecte rectified and may recover 
the coot thereof from the oflioer or officers or ouch 
society, who in his opinion bas or ban failed to 
rootlfy tho defect&. 



.so rial 
No. 

1 

Re&dingariii 
seotion No. in the 

Aot in force. 

2 

Heading and 
section of the Act 
as recommended 

by the Committee. 
3 

Soction 43. Inquiry by &otion 80. Inquiry 
Begis!Dr. Jby 1\egistro.r. 

Full text.of the Section in column No.3. 

(I)' The Registrar may of hio own motion by himself 
or by a. person duly authorised by him in writing 
in thio behalf hold an inquiry into tho const.itu· 
tion,.work.ing and financial conditions of a society. 

(2) The Registrar shall hold such an inquiry as is 
·COntempJated in sub-section (1) of this Section. 
(a) on the requisition of the Federal society in 

respect of a society which is ot it ita member 
and is of thesa.me ola.ss as that of such Federal 
Society. 

(b) on the application of two-fifths ofthe members 
of the committee of the society. 

(c) on the application of one-fifth or 100 which
ever is leas, of the members of a years' standing 
of the society . 

. .l'rovided 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 the Registrar may direct, · 

lilzplanati<m -For the purpose of sub-clause (c) 
in the case of a Federal Society, the majority from 
amongst the members making the application 
sha.l) be societies. 

(3) (a) All officers, members and past members of 
the society relating to which an inquiry is held 
and any other person who, in the opinion of the 
officer holding the inquiry is in possession of 
information, books and papers relating to the 
society sha.ll furnish such information as is in 
their possession and produce all books and papers 
relating to the society which are in their custody 

Change. 

5 

Substitute u Sub~Clause (a) , as in column 
4 for" Sub-clause (a) in Section 43 u. 

Substitute the words "two-fifths of tile 
members, for the words u a. majority, 
in Sub-clause (b) of Sub-Section (2) of 

· Section 43. 
Substitute u Sub-olause (c) u of , sub .. 

section (2) as in column 4 for correspond· 
ing sub-clause in Sub-Section (2). · 

Add " proviso and Explanation 11 to sub
section (2) as in column 4. 

Substitute u sub-section (3) " as in column 
4 for "sub-section (J) 11 



111 Sootion 44. Inspoction 
of ._ks of indebt
ed oociety, 

Section 81. Inspec· 
tion of books of 
indobted.sooioty. 

or power and otherwise give to the officer holding 
an inquiry all assistance in connection with the 
inquiry which they can reasonably give. 

(b) If any au h person refuses to produce to tho 
Registrar or any person authorised by him under 
sub-section (1) any book or papers which it is 
ltls 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 authorisl d by tho R gistrat may 
certify tho refusa.J and tho Registrar, after hearing 
any statement which may be offered in defence, 
punish the offender with a fine not exceeding 
Rs. 500. . 

(4) Tho report of any inquiry nndor this section 
shall be communicated to the society in respect 
of which an inquiry is held and to tho person at 
whose instance the inquiry was ordered and to the 
Federal Sooioty. 

(I) Tho Registrar may, if ho dooms nocesoary on 
tho application of & creditor of a society inspect 
or direct some person, authorised by him by order· 
in writing in this baha.Jf to inspect tho books of 
tho aocioty : 

Provided that, 

Substitute tho word u report u for the 
word "result, in sub-section (4) and 
also the portion 11 in respect of which 
an inquiry is hold and to tho person at· 
whose instance tho inquiry was ordered 
and to the federal society u in sub· 
section 4, for the words " whose affa.irs 
ho.vo been investigated n appearing in 
tho corresponding section. 

(a) The applicant satisfies tho Registrar that tho Insoro tho words "if ho dcclllS nccossory" 
debt is a sum then due, and that he bas demand. between the words " may 11 and "on, 
ed payment thereof and has not· received sa tis- ···--in·the first·lino-ofeub-section (1};· 
faction within a reasonable time; and 

(b) tho applicant deposits with tho Registrar Substitute tho word "applicant" for tho 
such sum as security for the costa of tho proposed word, "credit or" and add thereafter 
inspection as the Registrar may require. tho words "and tho society whose books 

are inspected n at tho end of sub-section 
(2). 

(2) Tho Registrar shall communicate tho result 
of any such inspection to tho applicant and to tho 
aooicty whoso books have boen inspected. 

--------------------------



Serial 
No. 

1 

82 

Heading and 
aeot.ion No.in the 

Aotin force, 

Section 45. Coats .of 
inquiry. 

Heading and 
aoc!Jon of the Act 

by the CoiJliiiittee. 

3 

.Seotion 82. ·Costa 
·of inquiry .and 
iinspec!Jon. 

FuJI text of the Section in co1Ull1n No, 3, 

4 

(1) Where an inquicy 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 ma.y 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) TheRegistrarshallstatein writing the grounds· 
on which the costs are apportioned. 

(2) No expenditnre 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 m.ade 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. 

Change. 

Insert the words u or t}le estate of the 
deceased members n between the words 
"members u and u of n in the fourth 
line of Section 45. 

Delete the portion u and may also provide 
that the costs or any part thereof (in 
particular any fees which may be payable 
to any person authorised 88 aforesaid to 
hold the inquiry) shall be paid in the 
first instance from the funds of the 
society and then recovered and repaid to 
the society." 

Insert the words u or the legal rcpresenta .. 
tive of deceased person " between the 
words " person u and "liable n in the 
2nd line of sub-clause (a). 

Add" sub-olauses(Z) and (3)"as in column 
4. 



83 Sootion46. Reoovery Seotion 83. Reco· 
of coats. very of costs. 

84 Seotion 46-A. Registrar 
to bring defects 
disclosed in inquiry 
or inspection to 
notice of society. 

Section 84. Regis· 
trar to bring 
defects disolosed 
in inquiry or 
Inspection · to 
notice of society. 

J,.ny sum awarded by way of eosts under Section 82 
m&y be recovered, on the applioation by the 
Registrar to a Magistrate having jurisdiction in 
the place where the person from whom the money 
is ola.im.able 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 ifi:t were 
& fine imposed by himself, 

(1) Ift.he result ofany inquiry held under section 80 
or an inspection made under Section 81 discloses 
any defects in the oonstitut.ion, 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. m.ember of a 
Federal Society to the notice of the Federal 
Society. The Registrar may al o lll&ke an order 
directing the society or ita offi.cers or the Federal 
Society to take such action a.s 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 tilne specified in the order. 

(3) The State Government may, in deoiding tho 
appeal, annul, reverso, modify or confirm the 
order of the Registrar. 

(4) Where the society fails to rectify the defects &8 
directed by the Registrar and where no appeal has 
been Ill&de to the State Government withiu the 
time speoified 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 u 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 iu column 4. 

~-.~--_.~ __ ._ ________________________________ _. ______________________________________________________________ __ 



----------------------------------------------------------
Serial 
No. 

1 

Heading .and 
section ~o.in the 

Act in force .. 

2 

SG Section 60-A. Power 
of Registrar to ... 
.... demagea ageinst 
delinquent pro· 
moters eto. 

Heading and 
section of the Act 
as recon1ntended 
by tho Comlhiltee. 

3 

Section 85. Power 
of Registrar to 
assess dem.ages 
ageinst delinqoent 
promoters etc. 

Full te::tt oft he Section in coluntn No.3. 

4 

(1) \Vhere 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 tho 
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 o.ny person who hns taken any part in 
the organisation or management of the society 
or any deceased, past or present officer of the 
society, hns, 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 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 
assets of the- society by way of compensation in 
regard to the misapplication, retention, mis· 
feasance or breach of trust, as the Registrar may 
determine. 

Chnngr. 

Delete tho wordp "it appears " in the 2nd 
line, and thereaft-er insert the portion 
" the Registrar is satisfied on the basis 
of the report made by the Auditor or 
tho person authorised to mnko inquiry 
under section SO or the person authorised 
to inspect the books under section 81, 
or the liquidator under section 101 ", 
between the words " society n 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 Chu.irmnn, Secretary, 
member of the 1\Iannging Committee or 

. officer n in' the fourth and fifth lines. 
Add the words "within a period of fivo 

years prior to tho date of such audit, 
inspection, inquiry or tho order for 
winding up of the society , between tho 
words " has " and u 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~aeotion {1) and 
redraft Jthe sob.section (1) as in sub· 
section (1) as in ~ol. 4. 



(2) The Registrar after framing the charges under 
eub~section (J) may, by an order i,n _writing, autho
rise any person, subject to general or special order 
of the State Government, to hear the person or the 
representative of the -deceBSed person against 
whom the charges are framed under sub-section (1). 
The person so authorised shall, after giving such 
person renaonable opportunity to submit his ex .. 
planation lll&ke .to the R-egistrar his rccommen .. 
dation as to what action, .if any, the Registarar 
should take. The Registrar after considering his 
reconunendatioru~, 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·aection (J), 

(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 
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 aub·section (2), 

(4) This Section shall apply notwithstanding that 
tho act is one for which the offender may be 
crilnioally responsible. 

Insert the words " or persons 11 between 
the 'WOrds " person " and " and " n.p· 
pearing in the tenth line. Substitute 
the portion " and in case of a deceased 
person to his representative who inherits 
his esta.to, to answer the charges", for 
the words "to submit his explanation. " 

Delete the word u respectively " appearing 
after the .words" any part thereof". 

Substitute the words "may determine " 
for the words " thinks just" in tho last 
fonr lines of sub.scction (1). 

Substitute tho portion " Tho 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 bear the person or tho representative 
of the deceased person against whom 
the charges o.re framed under sub-section 
(1) ", for tho ~portion "·The Registrar, 
instead of himself examining into the 
conduct of any · such parsons under 
sub-sect-ion (1) moy, by an order in 
'Writing, authorise any person to examine 
into· the conduct of such person Wlder 
eub-soction (1). 11 

Substitute the word u report n for the 
word "make" bohveon the words 
"oxplanation " and "to u in tho 7th 
line. 

Delete the words " the result of tho· 
examination with" in the 8th line, in 
sub·section (l.d), 

Substitute the words "his recommcn· 
dations " for tho 'WOrds " the report" 
oocurring in the 8th. ine. 
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4 

Change. 

5 

Substitute the portion " if be had given 
auch person a rcasonablo opportunity 
to aubmit his explanation to him, nnd 
such order shall have the same etreot 
oa if it was made l.1D.dor sub-section (1)," 
for the portion " if be had made the 
examination himself n. 

Delote "sub-section (lB). n 

Redraft "Sub-section (10) " as in ooL 4 
and renumber it as "sub-section (3) u. 

Renumber "aub-aeotlon (2) " as sub. 
section ( 4). 

(!) The Stete Government may conetitute an New. 
authority in such manner 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 rules for making grants to ouch 
an author·ty. 

(2) The Stete Government may by general or 
special order require of a. society or a class of 
societies to make contribution of such sum every 
yaar as may be fixed by tbeltogistrar towards the 
recoupment of expenditure which the State 
Government or any person authorised in that 
behalf b&B 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 ouch 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 recover it 
as if it were an arrear of land reveBue. 



87 Section 54, Decis'on Section 87. Dispnte, 
of disputes, 

CHAPTER VII. 

DISPUTES AND AnniTRATION 

(1) Notwithstand'ng anythin!! containing in any 
other Jaw for tho time being m force any dispute 
touching the conatitution,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 eociety is affiliated 
or by a creditor of the society· to the Registrar if 
the parties thereto are among the following :-

(a) a society, ita ooromittee, any past committee. 
any past or present officer, any past or present 
agent, any past or present servant or nominee, 
heir or a legA !representative of any deceased 
offioer,deoeasedagent or deceased servant of 
the society or tho liquidator of the society. 

(b) a.. member, past member or a person claiming 
through a member, past member or a deceased 
member of a sooiet1 or a society which is 
a member ofthesOCJety, 

(c) a person other thon a member of the eociety 
who has been granted loan by the society or 
with whom the society has or had transactions 
under the proviRions of section 47 and any 
person olaimFng through such a person, 

(d) a surety of a membor, past member Ot:' 
a deceased member or a person other than 
a member who has been granted a loan by the 
sooi.ety under section 47, whether such a surety 
ia oris not a member oft he soc:ety, 

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

(2) When any question arises whether for the 
purposes ofsub·seotion {1), a matter referred to 
for a dpoision is a dispute or not, the qaestion 
shaH be considered by the Registrar, whose 
decision shall be final. 

Section 54 hss been OTerhauled to 
amplify the definition of the term 
udispute" and that of the pnrtics 
thereto. Other special features are as 
follows:-

!. It admits of disputes which may 
otherwise fall within the :perview of 
law other than this Act ••d• opening 
lines ofsub·scct!on (1). 

2. A right is conceded to the Regia• 
trar to get certain disputes referred 
to arbitration at the instance of a 
federal society or a oroditor ttide 
explanation 3. 
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(3) No-Courtshallhave the jurisdiction to entertain 
any suit or other proceedings in respect of any 
dispute referred to in sub-section (1). . 

Explanation.--( I) For the purpose of this sub-sec
tion, a dispute shnJI include (i) a clvim 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; 
(fi) a clnim 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 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 member, past 
member or deceased member, any officer, past 
officer or deceased offi.cer,any agent, past agent 
or deceased agent. or any servant, past servant 
or deceased serva.nt, 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 representa~ 
tive of the deceased member to del ver the 
possessio~ to a·sooiety ofland, 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 lrie:ptbers. 

Change. 

5 



Section 88 Limita· 
tion. 

E~planalion.-(2) No dispute relating to the election 
of the committee of a society shnl1 be referred ·to 
the Registrar until the re&ulte of election are 
declared and no such dispute shall be entertained 
by the Registrar unless it is made within one 
month from· the date of declaration of results of 
tmch election by a candidLte at such election or 
any member of the society. 

ExpTanalion -(3) In the case of application undc1 
J!ub-section (1) of a federal society or a creditor, 
th8· Regi~trnr shall require such partie~ or any 
party to the dispute, as he may think fit;to refer 
the dispute to him witb:n sucb. time as he may 
speoify, and if such reference is not made "·ithin 
.thQ time so speoified, the dispute shall be Ueemed 
~ha~e been referred to him undersub.seotion (1) .. 

(1) Nowithstanding anything Ooninined in the. New. 
Indian Limitation Aot.1908, amlsubject to the 
spe9ific provisions made in· this Act, the perjod of_ 
limitation in the oaso of a dispute referred to the 
Reg- stra.r under Section 87 shall;~ 

(a) when the dispute relateA to the recovery of 
any sum including interest thereon due to a 
sooiety by a member thereof, be computed from 
the date on which such member<iies or ceases to 
ben member of the society, 

(b) when the dispute is between a society or its 
committee nnd any p.\St committee, any past or 
present officer. or p.,st or present agent, or past 
or present servant or the nominee, heir or the 
logul represot:tative of a decensed officer, 
decon~P.d agent or dece.: sed servant of the society 
or a member or p.lst member or tbo nominee, 
heir- or the legul reprcosent::t.t ve o,f a deceased 
member and when the dispute f('lutes to any 

----· 
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Full text of the Section in colunln No.3. 

aot or omission on the part of either party to the 
dispute, be 6 rears from the date on which the . 
aot or omisston with reference to which the 
dispute arose, took place, 

{t) 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 administra· 
tor has been appointed under section 68 and 
section 69 respectively, be 6 ye!lrs from th~ da:t6 
of the order issued under seot1on 93, seot1on tlS 
and section 69 as the case may be. 

(2) The period of limitation in the case of anr other 
di&J?ute except those mentioned in su ~sect1on (1) 
which are required to be referred to the Registrar 
under section 86 shall be regulated by the 
provisions of the Indian Limitation Act, 1908, 
as if the dispute wer~ a. suit a.nd the Registra.r 
a Chi! Court, 

(3) Notwithstanding anything contained in sub
sections (J) and (2) the Registrar msy admit 
a dispute after the expiry of the limitation 
period ifthe applicant satisfies the Registrar that 
he had suffioien~ ..cause for not referring the 
dispute within such period and the dispute so 
admitted shall .be a dispute whioh shall not be 
barred on the ground that the period of 
limitation had expired, 

Chango. 



89 &otion 89. Settle• 
111ent of dispute. 

(1) If the Registrar is. satisfied that •DY matter 
referred ~o him is a dispute within the meaning of 
seotion 87, the Regrstrar shall, subject to the 
Rules, decide the dispute himself orreferitfor 
disposal- to one or a. board of more than ~me 
nominee to be appointed by the Registrar •. 

(2) Where any dispute is referred to under sub, 
section ( l) for d,eoision by the Registrar's nominee 
or a boa.rd of nominees, the Registrar may at any 
time, for reasons ~o be recorded in writing, with
draw auoh dispute from his nominee or board of 
nominees and ~ay decide the dispute himself or 
refer it again to any other nominee or board of 
nominees appointed, by him for decision; 

Provided that no suoh dispute shall be withdrawn 
except on any of the following grounds:- · 

(i) the Registrar's nominee or boar4 of' nominees 
has failed to decide the dispute within 2 
month<~ or euoh further period, as may be 
allowed by the Registrar 

(ii) proceedings before the Registrar's nominee 
are viot~~.ted in oonsequenoe of corruption or 
misoonduot on the pd.l't of th~ Registrar's 
nominee or board of nominees. 

(3) Notwithstanding anything contained in Section 
87(1) and (2), the Re~istrar may, if he thinks fit, 
suspend proceedings 1n regard to any dispute, Jf 
the question at iseue between a sooietr and 
a ol-t.imant or between different claimants, ua one 
involving oomplioated questions oflaw and faot, 
until question ha.a boen tried by a regular suit 
instituted by one of the parties or by the society, 
If any suob auit is not instituted within two 
months from the Registrar's order suspending 
prooeedings, the Registrar shall take action es 
laid down in aub-seotion (1). 

New. 
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(I) The Registrar or hiS nominee or Board of New. 
nominees heating the dispute under section .89 
shall bear the dtspute in the manner prescribed 
and shall he·Ve the power to summon and .enforce 
attendance of witnesses including the parties 
interested or any of them and to compel them to 
give evidence, and to compel the production of 
documents by the same means and as far as 
possible in the same manner a.s is provided in the 
case of a. Civil Court by the Code of CiviJ Proce-
dure, 1908. 

(2) No partysha.U be represented at the. hearing;Of 
· the dispute by any legal practitiOntr, except 

with the pennission of the Registrar or biR 
nominee or board of nominees, as the c~se may.be. 

18l (a) If the Registrar or his nominee or board of 
' nominees is satisfied that a person whether he be 

,a member of the·eociety or not ha.a acquire4 any 
interest in the· :property of a person who is hel~ 
a ·party .to the dispute, he may- order that the 
person who has acquired the interest in the prO· 
perty may join as a. party to the dispute; and 
any decision that may be passed on the referenc.e 
by the Registrar or his nominee or board of z:o
ml-nees shall be binOi:ng vn the party so joined in 

·the same manner p.~ if he were the original party 
to the dispute.· · . 

(b) Where a dispute has been instituted in.the name 
ofthe·wrongperson or where alJ the defendants 
have not been included, the Registrar or his · 

Change. 

5 



91 &otion 65. At~h· 
mont boforo award, 
or bofore ortlor ma<lo 
andorsootion 60-A. 

Seotion 91. 
mont 
award. 

Attach· 
befol\l 

nominee or board of nominees may, at any. stage 
of tht~ hearing of the dispute, if satisfied that the 
mistake was bonafide, order any oth~r person. t_o 
be_ subsitituted or added as a plaintiff Or 
a defendant upon sud\ ttrms ns he thjnl..s jil-:t. 

(e) The Registra.i-,-his nominee or board ofnoa,intcs 
may, at any stage of the proceedings, eith<.r upon 
orwithoiltthe application ofeithtr party, and on 
such terms as_ may appear to the ltegistrar, his 
nominee or board ofnon...it:ts as the ca .... (· may be, 
be just, order that the name of any party impro
perlyjoined, whet-her as plaintiff Jr defendant be 
struck out, and that the name of any person who 
ought to have been joined, whether as plaintiff 
or dcfendtmt, or whose presence before the Re
gistrar, his notnin(e or board of nominees, as 
the ca.Ee tna.y be, may be necessary in ordH to 
enable tho Registrar, his non.inee or board of 
nominees eif~:otuolly and completdy to a.djudicoto 
upon and settle all the questions involvf'd in tho 
dispute be B<!dcd. 

(d) Any person nbo is a party to the dispute and 
entitlC'd to more than· one reliefs in respect of the 
same cause of action may claim aU or any of such 
reliefs: but if he omits to claim for all such rt.liefs 
he shaH notfonvard claim for any relief so oli.itkd 
cxrl'pt witn the lea_ve of the Registrar, bisnon:incc 
or board of nominees. · 

(1} Where a 4~spute baa been referred to theRe
gistrar or his nominee or board of nominees under 
Section 89 or under Slction 101 or where tho Re
gistrar or the person authoris(d by him under 
sub-scdion (2)ofSection 85hcnrs a pen;onagainst 
whom the charges arc framed under S(:dion 85( I). 
the Registrar or his nominee or board of nomim <8 
or the person authorised by him under section 
8i.i (2) 88 the cn.se may be, if sath•fitd on enquiry 
orothcrwisc that a party tosuchdispute or against 
whom proceedings are pending under section 85, 

Sub.•1titutc "sub-sectjons (1}, (2}, o.nd (3)'' 
as in column 4 for the existing "sub .. 
sections (1) n.nd (2f'. 
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with intent to delay or obstruct the execution of 
any award or the carrying out of any order that 
mayhemado-
(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 

property from the jurisdiction of the Registrar, 
may, uilless adequate security is furnished 
direotconditional attachment of the said, 
property; andsuchatta.ohmentshallhave the 
same effect a.8 if made by a competent Civil 
Oourt. · 

(2) 'Where the Registr~>r 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 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 atteched towards the 
ola.im if a~arded. · 

(3) Attachment made undersub-asctions (1) and (S) 
shall not affect the rights subsisting prior to the 
attachment of property under sub-section (l) of 

Charge. 

5 



92. 

93. Section 56. Appenl 
against decision of 
Ucgistrar and his 
nominee. 

Section 92. Deoision 
of Registrar or his 
nominee, or board 
of nominees. 

Section 93. Appeal 
against the deoi • 
sion of Registrar 
or his nominoo or 
hoard of nominees. 

persons not parties to the proceedings in oonneo
tion 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. 

When a di~;pute is referred to arbitration, theRe... New. 
gistrar or his nominee or board of nominees may, 
after giving reasonable opportunity to the parties 
t-o the dispute to be heard, make an award on 
the dispute, on the expenses incurred by the 
parties to the dispute in connection" ith the pro .. 
ceedings, and the fees and expenseR payable to tho 
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 the period fixedfordeciding the dis~ 
putc by the Registrar andshall,subject to appeal 
or review or revision, be binding on the partits to 
the dispute. The award so made shall not be 
liable to be called in question inany civil or Re .. 
venue Court. 

(1) Any party aggrieved by any decision of the 
Registrar or his nominee or board of nominees 
under section 02 or an order pn.ssed under section 
01 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 'J'ribunal and tho Tribunal 
tnny for relU!onB to bo recorded 1n writing-
( f) modify the award, or 
(ii) set nside tho award and order-that. tho dispute 

shall be referred hook to the Re!!istrnr or his 
nominee or hOf.rci ofl: nomine-es or th · person 
outhorised by tho H(>gistror under section 85(2) 

· in the manner pnn-idcd • · 
(iii) pass such orders thereon as i~ deems fit; 

Delete the proviso 11(n) and (b) of section 
56". Redraft thereafter tho new 
section with consequential changes in 
figures and minor changing in wording 
u.s in column 4 which combines tho 
relevant features of section 54-A which 
hns beon 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 
tho issue of a certificate under section 94 for the 
execution of tho o.wnrd and (b) except on any of 
tho following grounds :- · 
(i) tho objection to tho legality of tho award is 

apparent on the f~ce 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 maldng an order under sub-section {1) that 
tho 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 give 
a fresh decision :within such time as may be fixed 
by tho Tribunal. 1f tho Registrar or his 
nominee or board of nominees fails to make a 
fresh award or the person authorised fails to give 

··Change. 



'114. Section 50. Money 
how recovered. 

Section 04. M·1do of 
execution of 
aw1u·Wt 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
BSetion (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 appeUant satisfies the 
Tribunal that he had sufficient cause for not 
making the application within the said period. 

Every order passed by o. Liquidator under section 
101 or by the Registrar or hie nominee or a board 
of nominees under section 92 or clause (I) of section 
01, 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 
shall, if not c.omplied with on a certificate signed 
by the Registrar or a Liquidat.or, be deemed to 
boa decree of a Ckil Court, and shall (a) be execut
ed in the sante manner as a decree of such Court 
or (b) be executed according to the law and under 
the Rules for tho 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 shnll be made to the Collector and 
sbaU be aceompaniod by a certificate signed by 
the Registrar or by an Asaistant Registrar to 
whom the aaid 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). 

;\dd "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 
Registra.r in this behalf. subject to such R.ulcs as 
may be prescribed by the State Government and 
without prejudice to any other modo 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. 

(I) Notwithstaniing anything contained in sections 
87, 89 and 94 on an application made by a resource 
society undertaking the financing of crop and Hea
sonal finance as defined under the Bombay Agri
cultural 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 and on its furnishing a statement 
of accounts in respect of the arrears, tho 
Registrar may,· after making such enquiries as 
he deems fit, grant a certificate for the recovery 
of the amount stated therein to be due as arrears. 

{2} "Where the, Registrar is satified 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 financ
ing of crop or seasonal finance, the Registrar may, 

Change. 

Delete the portion "by a land mortgnge 
bank for the recovery of arrears of any 
sum advanced byitto any of its mem
bers or, appearing in sub-section (1). 
I 

Delete "explanation'' under sub-section 
(3). 

Redraft tho section thereafter as in col.~. 



96 Scctioo 59-AA. Private 
transfer of pro port)· 
made after issuo of 
ol.'rtlficnto void 
ng1dnstsooiety. 

97 Section 59-A. Trnn• 
sfer of property 
which oannot bo 
sold. 

Section 06, Private 
transfer of 
property made 
after issue of 
c('rtifionte void 
aga.inst society. 

Section07. Transfer 
ofproperty 'vhich 
onnnot bosold. 

of his own motion, after malting such enquiries 
as he deems fit, grant a certificate for the recovery 
of the amount stated therein to be due o..s 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 bo final and a 
conclusive proof of tho arrears stated to be due 
therein and the same shall bo recovorn ble accord· 
ing to the law for the time being in force for the 
recovery of land revenue. 

(4) It shall ba lawful for tho Collector and tho 
Registrar to take precautionary measures nutho· 
rised by sections 140 to 144 of the Dombny Lnnd 
Revenue Code, 1879, until the arrears due to tho 
rosource society together with int.Qrest and ·nny 
incidental chargeE! incurred in tho recovery of 
suoh arrenrs are paid or security for pnyment of 
such arrears if\ furnished to tho satisfactioll of the 
Registrar. 

Any private tran~for or d~livery of, or encumbrnnco 
or charge on, property mndc or created after 
the issue of tho cortificate of tho RegiRtrar, Liqui· 
do. tor, or Assi~tnnt Registrar, ns the case may· 
be under section 94: shaH be null and void as 
against the society on whose application the said 
oertificate was isst~ed. 

(1) When in any execution of an order sought to 
be executed under section 94, any property cannot 
bo sold for want of buyers, if such property is in 
oocup.1noy of tho dofaultor or of some person in 
his b'Jh'llfor of some person claiming onder a 
title ore11tcd by tho defaulter subsequently to the 
issue of the cortifica.te of tho RegiAtrar, Liquidator 
or tho Assistant Registrar. under clause (a) or 

No obange except in numbering. 

D~lcte tho words u with tho previous 
consent of the Registrar" in sub~ 
section (1). ·-

Add tho words "or on whoso behalf an 
application has been mndo" between 
the words "hn.s applied" and "for tho 
execution 't in sub-section (1). Add 
tho words "or tho Registrar" after tho 



Hooding and 
Serial Section No. in tbe 
!\o. Act in force. 

I !! 

Heading ancl 
Section of tho Act 
ws rooolll.mcnded 
by tho Committee. 

Full text of tho Section in column :Xo.3. 

4 --------------·-----------------------------
(b) or (c) ofseotion 94, the Court or the Colleotor 
or the Registrar, as the case ma.y be, may direct 
tho.ttbesaid property or any portion thereof shall. 
bo transferred to the society which bas applied 
for the execution of the said order in the manner 
prescribed. 

(2) Whei-o a property is ~ransferred to the society 
under sub-section (I) 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 prescriben place the society or the 
purohaser,as the caSe may be,in possession o_fthe 
property transferred or sold, by removing, if 
necessary, any person bound by the decision or 
award. 

(3) Subject tosuohru]es ns moy be made in this 
behalf and to any rights, enoumburances, charges 
or equities lawfully subsist.ing in favour of nny 
person such property or portion thereof shall be 
held under sub4 section (1} by the said society on 
such terms and conditions as may be agreed t. pon 
~tween the Court, the Collector or the Registrar, 
as the oase may be,a.nd the said society. Subject 
to the ger.eral or special orders of the State 
GoVernment, the Collector or the Registrar may 
delegate to an officer, not below the rank of 
an Assistant o1· the Deputy Colleotor or the 
Assistant Registrar, powers exeroisab1e by the 
Collector or the Registrar under this section. 

Ch.ngo. 

5 

words "the CoHee tor u wherever they 
occur. Redraft the section as shown 
in col.4. 



98 Sootion 47. Winding Section 98; Wind· 
Uj). ing up. 

Section 48. Society 
may be wound up if 
membership is 
reduced. 

CHAPTER VIII. 

J.dQUIDATION. 

(I) If the Registrar,· 
(a) after an enquiryha.sbcenhcld unrler section 80 

or an inspt::ction 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 ntado upon 
a resolution carried by three-fourths of tho 
members of a. society present at a Special 
General l\Iecting called for the purpose; 
or 

(c) of his own motion in the ca.~o of a society 
·which·-
($) hn.q not commenced working; or 
(ii) has ceasP.c.l working; or 
(iii) pMsosses shares or members' deposits not 

exceeding Rs. iiOO ; or 

(i1·) has oen.<Jcd to contply withanyoonditions as 
to registration nnd ntnnngcment in this Act 
or the Rules or the by-lawN, 
is of tho opinion th'l-t n. society ought to be 
wound up, he ml\y issuo .Rn interim order 
directing it to be wound up. 

(2) A copy of such order mado under 
sub·scction l(a) and sub·scction l(c) (;••) shall bo 
communicated, in the prescribed ntanncr, to the 
society calling upon it to subntit its· explanation 
to the Rcgi~trar within a month frnm the date of 
ths iRSue of sn<'h order, and the R('gi~trar, on 
gidng an opportunity to the society to be heard, 
may issne a fresh order, whi<'h &hall be called tho 
final order, vaea.ting or confirming the interim 
order. · 

Add the portion "or (iv) has ceased to 
comply with any condition as to 
registration and management in this 
Act or the Rules or the By.Ja.ws" after 
the words and figures "exceeding 
Rs.liOO ''. 

Insert tho word "interim " between the 
words ''issue on'' and'' orderCirecting '' 
in the concluding lines of the section 47. 

Delete the portion, "may appoint p. 
liquidator tOr the purpose and fix his 
remuneration" appearing at the end of 
thP section 47. 

Rerlraft the section thereafter to read as in 
Column 4, and number it os sub .. 
section (1). 

AJd sub.scction (2) as in Colun1n 4. 

----------------------------------------------------------------------



Serial 
No. 

1 

00 

Heading and 
Section No.in the 

Act in force. 

2 

Hcn.ding and 
Sectinn oft be Act 
as recommended 

by the Committee. 

3 

Section 09. 
pointntcnt 
liqnidator. 

Ap
of 

Full tt'xt .of the Section in l'olumn Xo. 3. 

(I) "hen nn intcrin1 order· is pas.;;cd under sec. 
tion ~8(1) fur the winding up of a socit>ty, the 
Rt'gistl·ar mny, in nccQrdnn('c with the Rule.<~, 
appoint a pl?n~on to he pro\·isional Liquidator of 
the society nod fix his remunerat-ion. 

(2) On issue of the interim older, the officers of the 
society shaH hand over to the provisionai Liquida
tor the custody and control of all the property, 
etfeots and actionable claims to whid1 the society 
is or o.ppeart~ to be entitled and of all books, 
records and other documflnts pertaining to the 
business thereof and shal.l have no access to any 
ofthent. 

(3) When a final order is passed under Section 08(2') 
confirming the interim order, the Regist.rar may 
appoint in the manner presciibed, the person 
appointed under sub-sechon (1) or any other 
person 8.."1 Liquidator of the society. Upon the 
appointment of the Liquidator, the officers of the 
sooietv shall vacate their office, and while the 
windiiig up order remains in force, the general 
body of tho society shall not exercise any powers. 

(4) The person appointed under sub-section (]) 
as provisional Liquidator or as Liquidator under 
sub-section (3) shall subject. to the g, neral contrOl 
of the R ·gistrar, excroise all or nny of the powers 
mentioned in Section 101. 'l'he Registrar may 
remove such person nnd 'appoint anotherin his 
place without assigning any reason. 

Change. 

5 

New. 



100 Soction 100. Ap· 
peal against the 
ardor of winding 
up. 

(5) The whole of the assets of the society shall, on 
the appointment of provisional Liquidator under 
sub-section (1) or Liquidator under sub-sec .. 
tion (3), vest in such provisional Liquidator or 
Liquidator ns the case may be and notwlth. 
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 and books, reoords and other 
docUIIlents of tho society to the officers who had 
delivered the same to him. The nets done and the 
proceedings taken by the provisional Liquidator 
shall be binding on tho society and such 
proceedings shall, after the interim order has been 
cancelled under section 08(2), be continued by 
the officers of tho society. · 

The Committee or any member of the society ordered 
to be wound may within 2 months from tho date 
of the issue of the order made under section 08 
appeal to the State Government, if the order is 
made by the Registrar or to the Registrar if tho 
order is made by any porson on whom the powers 
of the Registrar are conferred, provided that no 
appeal shall He against an order, issued under 
sub-section l(c)(i), (ii), (iii) of Section 98: 

Provided that no appeal shall lie against an order 
passed by the Registrar on appeal. 

Bxplanation.-Xo application under this section 
shn\1 bo 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 parview of sootiOn 6J., 
and separated to read as in Column 4. 
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101 Section 50. Powers 
of a liquidator. 

Seotion 68. 
to 
attendance. 

Power& 
enforce 

HcadiJll: and 
Section of tho Act 

by the Committee. 
3 

S eo t i o·n 101. 
Powers of 
liquidat<>r. 

FuJI text oft he Section in column ~o. 3. 

The liquidator appointed under section 99 shall have 
po1l·ers, subject to the rules and the general control 
of the Registrar,-
(a) to institute and defend any suit and ot.ber 

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 wjnding up 
of the same; 

(c) to soli the immovable and movable property 
and actionable olaiDl 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 t-ho 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 decide 
questions of priority arising out 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, if any being applied in 
payment of interest from the date of liq.uida.
tion at a rate to be approved by the Registrar, 
but not exceeding the cont.ract rate; 

(j) 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, l\ hereby 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 aU claims present or future, certain 
or contingent, subsisting or supposed to subsist 

·------
~barge. 

r. 

Substitute the words "subject to the 
Rules and the general control" for the 
words· "with the sanction u in the first 
line of section 00. 

Add the words, "or Board of nominees, 
at the ~nd of sub-clause (g). 

Add as "sub-clause (c), (d),(!), (m), (nY' 
as shown in Column 4. 

Delete the proviso. appearing at the end 
of the section. 

Redraft the section thereafter as shown 
in Column 4. 



between the society and a.oontibutory or alleg~d 
contributory or otherdebtoror person apprehtn· 
ding liability to the society and an questions 
in anyway relating to or affEcting tho assets or 
the winding up of tho society on such tenns as 
may be agreed and take any security for the 
discharge of any such call, liability, debt, 
or claim and. give a complete di,soharge in 
respect thereof; 

(/t-) to detennine 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 members or pn.st members or by the estate, 
Jiominces, 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 assets 
nfthe socioty,such contribution being inclusive 
of debts due from such members or officers; 

('i) to issue requisitions under section 94; 
(j} tQ get (lisputcs referred to the Registrar for 

decision by himself or his nominee or board of 
nominees; 

(k) to determine by what person and in what 
proportion the cost of tho liquidation shaH bo 
bnno; 

(l) to fix tho time or times ltithin which the 
creditors haJJ prove their debts and claims or be 
included for the bendit ofanydistribution :made 
before those debts or claims are proved; 

(m) to summon and enforce tho attendance of 
witnesses and to compel the production of any 
books, &"counts, docun:cnts, securitiu,c-a~h or 
other prop{'rtics bt-longing to or in tho custody 
of tho society by the same means and in the 
same mennn£-'r as is provided in the case of a 
civiJcourt under Code ofCi\·iiProcedurt:", I{JOS; 

(n) to do all aot-s and t-o execute in the name and 
on behalf of the society, all deeds, receipts and 
other documcnts as may bo necessary to such 
winding up. 



---------------------------------------------------------------------
Serial 
No. 

1 

102 

Hcadingand 
Section No.in the 

Act in force. 

2 

Heading and 
Section of the Act 
as recommended 
by the Committee. 

3 

Section 102. WHh· 
drawal of final 
order. 

:Section 103. Effect 
of order of wind· 
ingup. 

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 any time may cancel the final order 
for tho winding up of a society u here the State 
Government or the Rcgh>trar, in appeal or the 
Registrar of his own motivnis of the opinion, that 
the sooiety should continue to exist. On the 
cancellation of the final order, the liquidator shall 
arrange for the constitution of n new Con:tmittec in 
accordance with tho by-laws of the sorietyif 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 an(~ the 
proceedings taken by the Liquidator '" hile the 
winding up orrler rem11.ined in force shall be bind-
ing 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. 

( 1) After the expiry oft he period for a ppealagainst 
the order made under Section 98( 1) or where the 
appeal has been dismissed, -the order for winding 
up shall be eJ.teotive and shall operate in fa vo.ur 
of all the creditors and of all the contributories of 
the society as if it had been made on the joint peti-
tion of creditors and contributories. When a 
-winding up order becomes efieotive the liquidator 
shall proceed to realise the assets of the society by 
sale or o~herwise and no_ dispute shaH be 

New. 

Change. 



104 

lOll 

Section 61, Bar of suit 
jn winding up and 
dissolution matters. 

Section 104, Bnr of 
suit in winding up 
and dissolution 
mqtters. 

Section 105, Audit 
of liquida.tors' 
account. 

commenced or, if pending at the date of the 
wind . .ngup order, shall be proceeded with, against 
the society, except by leave of the Registrar and 
subject to such terms ns the Registrar may impose. 
The Registrar, may of his own motion, however, 
entertain or dispose of any dispute by or against 
the society. 

Save in so far ns is expressly provided in this Act, 
no C1vil Court shall tn.ke congnisanoe 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 legal 
proceeding shnlllie or be proceeded with against · 
the society or the 1 iquidatorexcept by leave of the 
Registrar and subject to such terms as he may 
impose: 

Provided that where the winding up order is can
celled tho provisions ofth:s sanction shall oenae 
to operate so fur as the lin bi 1 ity of the society o.nd 
of tho members thereof to be sued is concerned 
but they shall continuo to apply to the person 
who noted as liquidator. 

Add the words ''or the liquidator" between 
the words" the sooiety"and"except by'~ 
in the fourth line. 

Add proviso ns mentioned in Column 4. 

(1) Tholiqurdatorshall atsuch times as may be Now. 
proscribed but not less than twice each yenrduril'g 
his tenure of office, preHent to the Registrar B-D 
account in the pre~cribed form of his receipts and 
p!lymr>nt~ ns Liquidutor. The Registrar shall 
cause the nccounts to be n.udited in such manner 
as he th.nks fit and for the purpose of tho o.udit, 
the Liquidator aha lJ furnf.sh the Registrar with 
such vouchers and information as be or the per~on 
appointed by him may require. 

(2) Tho Liquidntorsbnl1 en use a summnryofaudit
ed nocounts to be prepared nnd shall send o. copy 
of such au mmnry to cvory contributory: 

Providctl that the Reg'strar may in the case of any 
winding up proceedings exempt tho liquidator 
from cnmplinnee with~ub-section {2). 



Serial 
No. 

1 

106 

Heading and 
Section No .in tht'l 

Act in force. 

2 

...... 

Heading and 
Soction ofthe Act 
as recommended 

by the Contnlittce. 

3 

Section 106. Liqui· 
da.tor' s report. 

Full text of the Section in column No.3. 

(3) Theliquidatorshnil 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 liquid at or shall be held liable for any 
irregularities which might be discovered in the 
course or.as a result of audit i.n respect oftrana 
saetfons subsequent to his taking over the affairs 
of the society and may be proceeded against as if 
it were an offence under se.ct~on 85. 

(I) Theliquidatorshn.Jl, as soon as practicable, but 
not later than six months from the date of the 
order made undersection 99,submi ta. preliminary 
report to the Registrar-
(a} as to tbe 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 Officers, 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 

anymatterrelating to the promotion, formation 
or failure of the society, or the conduct of the 
business thereof. 

Change. 

New. 



107 ...... Section 107. Tenni· 
nation of liqui· 
dation proceed· 
ings. 

(2) The liquidator shall submit a half-yearly pro
gress report to the RegistraF in such form as the 
Regist.ra.rmay require. 

(3) 'I' he report of the liquidator tmder sub~section 
(2) to the Registrar shall be available for inspection 
to the members of the society in the office of tho 
liquidator during office hours. 

Explanation.- For the purpose of sub-section (3) the 
office of the liquidator shall be the office where tho 
books of the society are keptanrl if there is no office 
the residence of the liauidator shall be considered 
o.s the said office of t.hC liquidator. 

(1) Where the order for winding up a society has New 
not bc~nwithdrawn unc:1ersection 102, the winding 
up proceedings of the society shall be closed tl'ithin 
thrc(• 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 Dot grant any ex .. 
tension for a p<:!riod exceeding one year nt a. time 
but four years in all nnc,l shall,immcdiately after 
the expiry of seven years from the date of the order 
for winding up of the society, deem tbattheliqui .. 
dation ·procecdingt'l have terminated and pass an 
order terminating the liquidation proceedings. 

Ezplanalion.- In the caM of asocietywhichia under 
liquid&tion at tho commen<'('IDCI.It of this Act, 
order for the ~inding up of l·he Eociety shall bo 
dcomed for the purpose of this scetion to have 
been pM!!Pd on t.he date on which this Act comes 
into operation. 

(2) Notwith~tanding anything contained in sub. 
section (1 J? the Registrar shall terminate the 
liquidation proceeding~ on I'N'eipt of the final 
rcpnrt from the liquidator. The fi.tal report of 



Serial 
No. 

I 

Heading and 
Section No. in tho 

Aot in force. 

2 

108 Section 49, Effect of 
cancellation of 
registration. 

Heading and 
Section of the Aot 
as recommended 

by t-heContntittee. 

·3 

Section 108. Effect 
of cancellation of 
registration. 

Full text of the Section in column !\o. 3. 

the liqUidator shall state that the liquidation 
proceedings. of the soctety have been closed and 
how th9 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 account of the winding 
up including thecostof liquida.tion,theamount, 
if any, standing to the credit of the society in 
liq idation after paying offit:-::liabi!.ities inclnding 
the share orinterest.ofmembers and suggest how 
the surplus should be utilised. 

(3) The Registrar, on receipt of the final report 
from tho liquidator, shall direct the liquidator to 
oon vene a. general meeting of the mem ber.s of the 
society for recording his final report. 

(I) 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 wns 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 pc;>ss~ion of the liquidator shall be delivered 

Chango. 

Delete the portion u 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 4 7, 
or after confirmation of such order in 
appeal," from section 49. 

Insert the words " and shall cease to be & 

body corporate by the name under which 
it was registered, between the words 



109 So.)tion 5~. Disposal 
of surplus assets. 

Set•tion 109. Dis
posal· of surplus 
assets, 

by the liquidator to the Registtar or to such person 
as the Registrar mn.y direct and no person will 
have any claim for inspection or otherwise on any 
of them. 

The surplu!'4 assets, as shown in the final report of 
the liquid'ltor of a society which has been wound 
up, shall not be divided amongst its members but 
shall be devoted t.o any object or objects provided 
in tho by-laws of the society if they specify that 
such a surplus shall be utilised for tho particular 
purpose. \Vhere tho 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 
fond 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, tho Registrar may di~tribute 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 :-eo lion I 07 (3) ; 

(b) a federal society with similar objects to which 
the cancelled society wns eligible for affiliation 
or, where no federal society exists to the Hom bay 
State Co--operative Union ; and 

(c) any charitable purpose 88 defined in 'ection 
(2) of the l·harit.able Endowments Act, 1890. 

"be dissolved" and .. from the date" 
in the last line. 

Add u sub-seotion (2)" as in Column 
No.4. 

Insert the portion "on the terminat.ion 
of winding up proceedings as provided 
in section 107," at the commencement 
of Section. 

Change the order of priority and re-dro.!'! 
the Section as shown in Column_NC'. 1 



So rial 
No. 

l 

Heading and 
Section No. in the 

Act in force. 

2 

Section 64·B. 
cation of 
chapter. 

Appli
this 

Heading and 
Section of the Act 
as recommended 

by tho Committoa. 

3 

Section UO, Appli-
oation of this 
chapter. 

Section lll. 
Registration. 

Full text of the Section in column No. 3. 

4 

CHAPTER IX. 

FABMING SoOIETIEs. 

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 re.Jla.mation and improvement, crop 
protection, irrigation, and for providing embank· 
menthoil tits: 

Provided that the s•ate Government may, by 
general or special order published in the Official 
Gaz tt !. direct that the provisions 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 u including betier 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 em b1.nkment facili
ties,, at the end of the first line. 

(I) If the Registrar is satisfied that tho conditions Now. 
of registration as !aid down in section 6 of this Act 
have been fulfilled and that the scheme proposed 
by the society is economically sound nod 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 (I), 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 7 5 per cent. in aggregate of the hmd 
proposed to be included in the area of operation 
of the proposed society have given their consent 
to the making of the scheme; 



112 

113 

114 

Section 64-M. Etreot 
of scheme. 

Section 64-N. Power 
to enforce scheme. 

Section 640. Contri .. 
bution towards the 
cost of the scheme, 

Soction 64-P. Dues 
of farming societies 
to be first charge. 
Section 64-Q. Re
covery of arrears. 

Section 64-R. Power 
to OJtt•rrtpt farming 
~uciotit.'a from 
prod ioiUI of 
ChnpterXI. 

Section 112. Effect 
of registration. 

Section 113. Dues 
of farming socie
ties and their 
recovery. 

Section 114. Power 
to exempt farm. 
ing societies from 
provi~ionl'l of 
Chapter IX. 

(I) 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 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 mn.y be laid down in its by-laws 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 
by-laws or in the general meeting or in any 
manner prescribed in the Rules or specified in the 
echetne. 

(1) Subject to the provisions in flection 49, 
any outstanding demands or dues payable to 
a farming sOciety by any person, whether he is· 
a member or not, in re.spcct of any other right a or 
amounts payable· by him to such socitty shall be 
a filllt charge upon his interest in the crops or 
other agricultural produce on the land included in 
the area of operation of such society and ofv.h.ich 
he is on owner or in which he has interest as a 
tenant. 

(2) Any sum due to a society under sub-section (1) 
shoU, on tho application being mado by such 
society for recovery be recoverable as if it wcro 
dues to be recovered under section 04. 

{I) Notwithstanding anything contained in I'CO

tion 110, the State Government may, by general 
or special order to be publi bed in the Official 
Ga~ll~. ('Xrmpt any fnllding rociety or clafa of 
~;uch socif!tics from any or all of the provh.ions of 
Chapter IX. 

Combine u sections 64-M. 64· N and 640 " 
into one section and re-draft it to read 
as in column 4. 

('_,ombine "sections 64-P and 64-Q" int.o 
one section and re-draft it to read as in 
column4. 

Inaort the words ''or nny otherCo~operativc 
Societies Act applicable to societiea in
any of the component parts of .Bona buy 
State" bP.f\\ocn tho word .. and figures 
"(A.utendmr-nt) Act, 19-i!l'', and 
"oomeq into force" in rn.~b-,:;ootion (2), 
and r ·-draft th a. otion 8fl in O'"•lunw 4,. 
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1 
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Heading and 
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2 

Heading and 
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3 

Section 115. 
Application of 
this Chapter. 

Full textoftheSeotionin~lumn No.2. 

4 

(2) Any farming soC'icty in respect of which a certi~ 
fioatC of rcgi tration has been iHued by the 
Regh.tra.r under E;ection 10 of the Bombay 
Co-operative Societies Act, 1925, or any other 
Co-operative Societies Act applicable to fOcieties 
in any of the component parts of Born bay State, 
Defore this Act comes into force t hall be 
deemed to have been Vally regi· tered under this 
Act, notwith ta.n~g that. any of the provi1 ions 
of Chapter I-X as to regit:,tration have not been 
complied with. 

CHAl'TER X~ 

LAND MoRTGAGE BANKs. 

(1) This Chapter shall apply to land mortgage New. 
banks and any other bank pennitted to fnnction 
8.a such under this .¢\ct. 

(2) In this Act nnless there is repugnant in the 
subject or . context, "State Mortgage Bank u. 
means the Bombay State Co-operative Land 
Mortgage Bank, Limited,, ~1;\nd includes thB 
Saurashtra Central Co-oper~tive Land Mortgage 

·Bank, Limited, apd the Vidarbha Co~operative 
Bank, Limited, and ''mortgage bank ''.means a 
primary co-operative )and mortgage bank register
ed or deemed to be registered under the Bom.bay 
Co-operative Societies Act, 1925, and admitted n.s 
a ·'metnber of the State Mortgage Bank and include~ 

Change. 

5 



116 

117 

Section 116. 
Appoin t m e n t , 
powers and func
tions of Trustee. 

Section 117. Issue of· 
debentures. 

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 :mortgage 
bank. 

(1) The Registrar, or where the State Govern. 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 L&nd Mortgage Bonk to tho holde1'8 of 
debentures issued by the State Mortgage Bank. 

(2) Tho Trustee appointed. under sub-section (1) 
sbal1 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 tho Trustee shall be 
governed by tho provisions of this Act and Instru
ment of Trust 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 Go.vem
mcnt and the Trustee, the State .Mortgage Bank 
may for the purpose of investment in land 
mortgage busine8s and for no other purpose, issue 
debentures of SU('h denominations for such periods 
and at such rates of interests as it may deem 
expedient on the security of the mortgages and 
other asseta of the land mortgage busincs.s. 

(2) Every debenture may contain a term fixing a 
period not less than 10 ye:lrs and not exceeding 
30 years from t-he dato of issue during which period 
it may be redeemable by reAerving to the State 
Mortgage Bank the right to call it at anv time in 
advance of r he date fixed for redemption after 
giving •o the holder of the debenture not less than 
3 month's notice in writing. 

New. 



Serial 
No. 

1 

118 

Heading and 
Section No. in the 

Act in force. 

2 

Heading and 
Soction of the Act 
by tho Committee. 

3 

Section 118. 
Guarantee by 
State Govern· 
mont. 

Full. text of the Section in column No.3. 

(3) The total amount due on debentures issued by 
the State Mortgage Bank and outstanding at any 
time shall not exceed the aggregh te of the amounts 
duo on the mortgages, the value of other assets 
transferred or deemed to have been transferred 
under Section 120 by the mortgage banks to the 
S.tate Mortgage Bank and su bsistmg at surh time 
and the amounts paid under the mortgage afore
said and remllining in the hands of the State 
Mortgage Bank of the Trustee at that time. 

(I) The principal of, and interest on, the del en
tures issued under Section 117 shall carry the 
guarantee of the State Government to suoh 
maximum amount as may be fixed by the State 
Governmentandsubje.ct to such condJtions as the 
State Government may think fit to impose. 

(2) The State Government may, after oonaulting 
the State Legislature, .increase the maximum 
amount of any guarantee given under sub· 
section(l). · · 

(3) The State Government may, after oonaulting the 
State l\Iortgage Bank and the trustee, by notifica· 
tion in the Official Gazette and by notice, of not 
less thah 14 days in such of the principal news
papers in the State and of other States in India. 
as t~e State Governmentm!lyselectin this behalf, 
discontinue the guarantee given undersub~section 
(1) or restrict the maximum amount thereof or 

Change. 

5 

Nt.w, 



119 Section 119. Veet· 
ing of property in 
trustee and deben .. 
ture holdens' 
cllu.rge on as~ets. 

modify the conditions subject to which it is given 
with eiiect from a specified date, not being earlier 
thnnsix months from the date of the publication 
of the notification in the Official Gazette: Provided 
lhat the withdrawal ,restriction or modification of 
any guarantee under sub·seetion (3) shall not in 
any way a.i£eot the guarantee carried 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 
conditions subject. to which the guarantee is given 
are to be modified, set forth, with sufficient 
t~lenrness, the scope and efi'eot of the restriction or 
modification, as the case may bo. 

(5) The State Government mny also guarantee to 
the State Mortgage Bank for n. specified period 
the rep'lyment 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 develop· 
ment of any land is in es::ooss of the amount of the 
loon to which such member would be mtitled 
on the b:t.Sis of the value of the land as determined 
in acoordance with the principle of valuation 
approved by the Registrar. 

Upon the issue of debentures under the provisions 
of sub-section (1) of Section 117 the mortg ge 
and esets rcferre:! to in sub. section (J) of section 
117 hold by the State Mortgage B nk shall veet 

in the trustee t~nd the h•Jiders of debentures sh U 
h vo a flo ting charge on all such mortgn.gcs and 
assets and on tho amount paid under such 
mortgages and remaining in the hands of the 
State Mortgage Bank or ofthe trustee. 

N'ow. 
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No. 

I 

120 

121 

Heading and 
Section No. in the 

.Act in force. 

2 

Heading and 
Section of the Act 
as recommended 

by the Committee. 

3 

Section 120. Prio-
rity of mortgage. 

Section 121. Mort-
gages executed in 
favour of mort;.. 
gage banks to 
stand ve~ted in 
State 
Bank. 

Mortgage 

Full text of the Section in column No. 3. Change . 

6 

(1) 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'\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 of the mortgage. ., 

C> 

(2) Notwithstanding anything contained in the 
0 

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 Jio 
tenant has an interest,- the mortg~:t-ge may be 
against the security of such interPst and the rights 
of the mortgagee shall not be aL'ected by the failure 
of the tenant to comply witb the requirements of 
that Act and the sale· of th o land and tenants 
iliterest therein under the sa.id Act shaH be sub-
iect to the prior charge of the mortgage bank. 

The mortgages executed in favour of, and: all other Now 
assets transferred to, a mortgage . bank, by the 
members thereof shall, with ei:ect from the date 
of such execution or transfer, be deemed to have 
been transferred by such mortgage bank to the 
State ~rortgage Bank and shall vest in the tl'UBtre, 



1~2 

123 

Section 122. Mort
gages not to be 
9ue5tioned on 
tllBolvency of 
mortgagors. 

Section 123. Right 
Jf mortgage bnnk 
to pay prior debts 
of mortgagor. 

Section 124. Mort~ 
gnJ!:c6cxecuted by 
monngere of joint 
Hindu famili~. 

Notwithstanding anything contained in the Presi- New. 
dency Towns Insolvency Act, 1909 or the Provin: 
cial Insolvency Act, 192Q a mortgage, executed i.ll 
f&vour of R. mortgage bank shall not be called in 
questjon on the ground that it was , fit. 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. 

(1) Where a mortgage is executed in favour of a New. 
mortgage bank for payment of prior debt of the 
mortgagor, the mortgage bank shall, notwithstand-
ing anything contained in t.he Tram.fer of 
Prop('rty Act, 1882, by a. notice in writing, require 
anv person to whom any such debt is due, to 
receive payment of such debt or part thereof from 
tho bank at its registered office within such 
period as may be specified in the notice. 

(2) 'Wb.ere 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 cease to 
carry int<>rest 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 pt"rton to whom 
8Uetl debt is due shall be bound to receive pay· 
mcnt of the amount o-; ~red by the mortgage 
bank towards the debt but such receipt !~hall not 
prejudice the right, if Any, of such person to 
recover the balance claimed by him. . 

(1) Where a mortgnge is executed in favour of a 
mortgr ge bn nk either before or after the oommcn• 
cement of this Actondis cr lied in question on the 
j;lround that it wnsexecuted by llinoger of a jo·nt 
Hindu family for a purpose not bind·ng on tho 
members, whether major or m:nor, thereof, tho 
burden of proving the same sh!ill,notwithstn nding 
any law to tho oontrary,lio on the partyraisingit.. 



Serial 
No. 

I 

1211 

Heading and 
Section No. in the 

Aot in forco. 

Heading and 
Section of tho Aot 
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by the Committee. 

3 

Section 125. Rest
rictions on lease. 

Full text of the Section in column No.3. 

(2) Mortg.ges in respect of!oans by mortgage bank 
or the State Mortgage Bank for the improvement 
of a.grioulturalland or of the methods of cultiva
tion, or for fin .. Pcing any other means to raise 
productivity of the land, or for the purchase of 
land, shall not be called in question and shaU be 
binding on every member of such joint Hindu 
family notwithstanding any law to the contrary. 

(1) Notwithstanding anything contoined in the New. 
Tranafer of Property Act, 1882, or any other 
enactment for the time being in force, no mort
gagor of property mortgaged to a. mortgage bank 
shalJ be entitled, after the execution of the 
mortgage, without the prevjous perm ~ss)on of the 
bank wh · ch may be subject to such conditions as 
the bank mny impose, to transfer or mortgage 
hie equity of redemption or lease such property ; 
Provided that no mortgage bank shall hs oompe• 
tent to g ve its approvti.l without the previous 
sanction of the State Mortgage Bank. 

(2) Where the State Mortgage Bank accords its 
con.~ent under sub-section (1) it shall send an 
intimation thereof to the. trustee appointed under 
section 116. · 

Change. 

II 



126 

127 

128 

Section 126. Power 
of mortgage Bank 
to receive money 
and give dis
charge. 

Section 127. Power 
ofMortgnge Bank 
where mortgaged 
property is dest
royed or security 
bocomes insuffi
cient. 

Section 1!!8. PowPr 
to distrain. 

Notwithstanding anything contained in section 121 
alJ moneys due under the mortgn ge shall. unless 
ptherw se directed by the State Mortgr ge Bl nk or 
trustee and oommunioa ted to the mortg£~ gor be 
payable by the mortgagor to tho mortgt. ge bank 
and such payments shall be as valid as if the 
mortgage has not been so' transferred; and the 
mortgage bnnkshall in the absence of any specific 
direction to the contrary issued by the State 
Mortgage Bank or trustee nnd communicated to 
the bank as such be ent;tled to sue on the mortgage 
or take any other proceeding for the recovery of 
the moneys due under the mortgage. 

Where any property mortgllged to a 1\fortgage Bank 
is wholly or pnrt.Jully destroyed or the security is 
rendered insufficient for any other reason and the 
mortgagor, having been gi vcn a ref BOna ble oppor• 
tunity by the Bf< nk of providing further security 
enough torondorthe whole securitysuftlcient or of 
rop1.ying uch portion of the loan as m1 y be deter .. 
mined by the Bank, hns fuiled to provide such 
security or to repay such portion of the loan tho 
wholl) of the loan shall bo deemed to fall due at 
once and tho bank shell bo entitled to take action 
against the mortgagor under section 128 or 
se'?tion 129 for the recovery thereof. 

EzpU.nalion.-A security .W.U be deemed jnsu1Ji. 
oient within tho meaning of this Section unless 
the value of the mortgaged property exceeds tho 
amount for the tinte being due on the mortgage 
by such proportion as may be speciJied in the 
Rules or the Bye.Jawa of the mortgage bank. 

New. 

Ir any sum due a.s an instalment or part of New. 
an instalment payable under a mort~ge executed 
in favour of a mortgage bank or the State ){ort.. 
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 tnortgagor in 
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Section No. in tbe 

Act in foroe. 

2 

Heading and 
Section of the Act 
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by the Comii'ittee. 

3 

Full text of the Section in column No.3. Change. 
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----------------~------~------------------------------------------

Section 129. Sale 
of mortgaged 
property, 

payment of land revenue or any other Govern
ment dues in respect of land mortgaged by him, 
the mortgage hank or the State Mortgage Bank 
has paid the same according to·the Government· 
demand, the mortgage bank or the State ~Iort. 
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 and sale 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 rlegistrar may, after making such~ 
enquiries as he ( eetns 1it, grant certificate for the 
recovery 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 se'ction 95 and the arrears stated to 
b6 due therein shall be recoverable in the same 
manner as is prescribed under Sect-ion 95 (3). 

(I) Notwithstanding anything contained in the New, 
Transfer of Property Act, 1882, or the Trustees. 
and Mortgagees Powers Act, 1886, the mortgage. 
bank or any pereons authorised by it in this 
behalf slmll, in case of default of payment of the 
mortgaged money or any pa.rt the~of, have 
power, in addition to any other remedy available 
to the bank to bring the mortgage< property to 
sa.Je.by public auction in the village i~ which the, 
mortga~ed property is situated or at the nearest_ 
place of public resort without the intervention 
of the Court: 



Provided that no action shall be ta.ken under sub:. 
section (1) arid no such powttr shall-be exercised 
unless and until (a) the mortgap;e banlc hns 
be n pr-eviously authorised to exercise the power 
conferred under. snb-section (1) after hearing the 
objections, if any, of the mortgagor or mortgagors, 

·(b) notice in writing requidng payment of such 
mortgaged money or part thereof ho.s been served 
upon, 

( t) the mortgagor or each of the mortgagors, 

(il) any person who has any interest in or charge 
upon the property mortgaged or in or upon the 
right to rt'deem the same so far dB known to 
.the bank, 

(iii) any RUrety· 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 obta.ined 
a decree for sale of mortgaged property; and 

(c) def ult h · s been mrde in payment of such 
tnOrtJl"ged money or part thereof for three 
months after senice of the noticP:. 

(2) Ifth~ mortga~e bank fails to take action Bgt>.inst 
dPfau1ter under Section 127, Section 128 or under 
this srection the State Mnrtgoge Rank may dirt>('r. 
the mortgage bank to take appropriate ar.tion and 
where no action iF taken e'tber by the State 
Mortga~o Bank or tbe-mllrt-gage Ba11k, the tru~ree 
may takeo SUt'h action. If such action is t&ken by 
tho truRtec, the provil'lion!= of tbiA Chapter and of 
any Rulei! prescribed shall apply in rt~"<~pect thereto 
as if all rcfereoc~ to the mortg go bank in the said 
provision wero refercn('t) to the trustee. 



Serial 
No. 

I 

130 

131 

Heading and 
Section No. in the 

Act in force. 

2 

Headi.DR and 
Section of the Act 
as recommended 
by the Committee. 

3 

Section 130. Right 
of mortgage 
bank to buy 
mortgaged 
property. . 

Section 131. .App• 
lication to set 
aside sale. 

Full text of the Section in column No.3. 

4 

(1) .Q""otwithstanding anything contained in any 
law for the time being in force. it <Jhall be lawful 
for a mortgage bank or the State Mortgage Bank 
t.o purchase any mortgaged property sold under 
this Chapter, ann in accordance with Section 97 
of this Aot ana. the prop rty so purchased may 
be disposed off by such bank by sale within sueh 

. period as may be fixed by the TruRtee. 
(2) Nothing in the Botnbsy Tenancy and Agricnl· 

tural Lands A<•t, 1948, or any other Ia.w for the 
timo being in force, fixing a maximum limit of 
agricultural hol11ing shall apply to the- acquisition 
of Jana by a mortgage bank or the State Mortgage 
.Bank under sub-section (J). 

(1) On effecting the sale by a mortgage bf\nk under 
section 129 the bank shall, in the prescribed 
Jna.nner, submit to the State Mortgage Bank and 
the Registrar a report setting forth the tnanner 
in which the sale has been effected and the result 
of the sale and the St.te Mortgage Bank tnay, with 
the approval of the Registrar, confirm the sale or 
cancel it. 

(2) Where the aale is effected by the State Mortgage 
Bank under section 129 the Sta.te Mortgage Bank 
shall n the prescribed manner, submit to the 
Registrar a report setting forth the manner in. 
which the Rale 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 Rale under 
section 129(2), he shall, in the prescribed manner, 
submit to the Registrar a report, setting forth the 

Change. 

II 

New. 

New. 



Section]! 132. 
posnl !(of 
proceeds. 

Dis .. 
sale 

manner in which the sa.le was effected and the 
result of the sale, and the Registrar may conlirtn or 
cancel tho sale. 

{4) ·where an order is passed by Registrar under 
sub·seotions (1), (2) and (3) confirming a sale, 
the sale shall thereupon become absolute. 

Explantdion. --The Registrar shall not confirm a sale 
if the State Govern.m.P.nt inhrms him that it ~·Ia.ims 
to take the property at the sum last bid and 
deposits the full amonnt of th• last bid. On 
so doing, the property sh.U be sold to tho State 
Government. 

(I) The proceeds of every snle effected under 
section 129ond confirmed under section 13lshnll 
be applied first in payment ofallcosts, charges, 
and expenses incurred in connection with tho 
sale or attempted sales, secondJy in payment of 
any or all interest due on account of tho mortgage 
in consequence whereof the mortg~ ged property 
was sold and tbirdJ'[• in payment of the principal 
due on account o the mortg go inoludi.n~ 
cost and charges incidental to the recovery. If 
thoro rem.dns any residue from the proceeds of 
anle, the sa me shnU be paid to the person proving 
himselfinterested in the property sold or if there 
are more auch persons than one, then to such 
persons upon their joint receipt or according to 
their respective interest therein as may bo deter ... 
mined by tho mortgage bank. 

(2) Natwitbstnnding anything contained in sub
section (1) no l't>Sidue shall be dispo8ed off unti130 
days have elapsed from the communication of 
tho decision top 'Y tho residues, toaJJtho persons 
concerned and aU payments of such rcsiduo may 
thereafter shall he valid and effectual against 
any demand relat:ng thereto made upon the 
mortgol!" h•nk by the mortgagor or by any 
other person. 
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Section 133 . 
fica to 
purchaser, 
livery 
property 
title of 
chaser. 

Certi
to 

de. 
of 

•n~ 
pur-

Full text ofthe Section in column No. 3~ 

(3) Any p3rson dissatisfied with the deciSion of the 
mortg.lge bank in regr~-rd to the distribution of 
such residue m!ly, within 30 days from the com· 
m.unica.tion to him of such deci~ion under sub· 
section ( 2), institute 8 suit in 8 court to establish 
the right he claims to such r sidue and on receipt: 
of the· int:ma.tion within the said period of 30 
days of such suit b3ing filed the mortgage bank 
shall not proceed with the di.stribution of the 
residue until the suit is decided and shall distri
bute the same there11fter in accordance with the 
deo:sion of the Court thereon. · 

(1) Were a sale of a mortgaged property has 
Leconte absolute under Section I.n and the sale 
proceeds have been received in fuJI by the mort
gage bank, the mortgage bank shell grant a 
certificate to the purchMer in the prescribed form 
certi(ving the property sold, the- sale price, tho 
dnte of its sale, the name of the pPrson who at 
the time of the sale is declared to be the purch,aser 
and the date on which the sale became absolute 
and upon the production of such certificate the 
RUb-Registrar, appointed under the Indian Regi. 
$tration Act, 1908, within the limits of whose 
jurisdiction the whol!3 or any part of the property
comprising such certificate is situated . shall 
enter the contents of such C?PY in his reg1ster 
relating to immovable property. 

(2) (a) Where the mortgaged property sold is in the 
occupancy of the mortgagor or of some ·person on 
pis behalf or some person claiming ~der a title 
Created by the mortgagor subsequent to mortgage· 
in favour of. the State Mortgage Bank or the 

Change. 

5 

New. 
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mortgage bank and a. certificate in respect thereof 
has been granted under sub-section (1), tho Court 
shall~ on the application of the purchaser, order 
delivery to be made by putting such purchaser 
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 oocupsnoy of 
a tenant or other person entitled to occupy the 
same and a certificate in respect thereof has been 
granted under sub.~ection (1), the Court shall, 
on the application of the purchaser and after notice 
t.o such tenants or other persons, order the 
delivery to be made by affixing <'OPY of the certi. 
ficate of sale in conspicuous pla.ce on the property 
un<l proclaiming to tho occupsnt by beat of drum 
or other customary mode at some convenient place 

·that the right, title and interest of the mortgagor 
have been transferred to the purchaser. 

(3) \\'here any property is sold in the exercise or 
purported exercise· of n. power of sale under eeo
tion 129 tho title of the purchaser shall not be 
questioned on the ground that the circutnstances 
required for authorising the sale had not arisen or 
due noti('e of the sale was not given or the power 
of sale was otherwise improperly or Irregularly 
exercised: 

Provided t>u.t any pon;on who has sufferod any 
datnage by an una.uthori.s&l, improper or irreguJar 
exercise of any such power shall have a remedy 

in damages against the mortgage bank and the 
Slat<> Mortgage Bank. 

Section. 134, Ez:- ~(lj Notwit-hstanding·- anything- contained in· the 
emption of Indian Registration A~t. 1908, it shaH not be 
officers of ne-ce!t.~ry for any officer of a 'mortgage bank or 
mortgage bank the State )!ortgage Dank to appear in p('rson or by 
from personal a~e~nt at any registered office in any proceedings 
·appear an o o conncC'tf'd with the rC'gistra.tion of any instrntnent 
be foro . tho cx~nt('d by him in his official capacity or to sign 
reg i s t e r i n g as proviQed in section 68 of that A.ct. 
officers. 

------·--------------------------------------------------------------------------------------------------------------



Serial 
Heading aDd 

eootion No. in the 
No. Act in force. 

1 2 

135 ...... 

136 ...... 

Heading and 
section of thO Act 
as recommended 

by the Committee. 

3 

Beoticn 136. Ser
vice of Notice. 

Seotio11 136. Offi. 
cera of .Banks not 
to bid at sales. 

Full text ofthe Section in column No.3, 

4 

(2) Where any instrument is so exeeuted, the 
Registering Officer to. whom such instrument is 
pre::~ented .for registration may, if he. thipks fit, 
refer to such officer for infonna.tion respecting the 
same and·, on being sa.tisfied of the executiOn 
thereof, shall register the instrument. 

(1) Whenever under the provisions of this. Chapter- New. 
o. notice is required to be given to any person in 
writing it shall be sufficient to send such notice 
by registered post. · 

(!i) The provisions of Sections 102 and .103 of the 
Transfer of Property Act, l88~,:o.nd of sny rules 
made: under Section 104 thereof..foi: carrying-out 
the purpoSe qf the Sections, Shall apply so_ far as 
may be in respect of all notices to be served under 
this Chapter. 

At; any Sale,of mova~l~ or imniov.able.pro:Perty, 
held undel' the provisions of thie: Chapter, {no 
officer or employt:e of "a' mortgage bank or the 
State Mortgage: Bank, except on· behalf of· the 
Bank of whi(lh he is an officer or Sn· employee, 
and· no :person having any -duty to perform ~n 
oonnection with such sale_ shall either direCtly or 
i n"dircctly bid for.,or acquire or attem-pt to aoqu4'e 
anyin~rest_in, ~¥oh property •. 

New.: 

Change. 

5 



137 

138 Soction 62. Prohibi
. tion. o£ the use of the 
word "co.opcra 
tivo. u ' 

Section 137. Con• 
st"ruotion of re• 
f ercnces to other 
Acts. 

Soction 138. Prohi
bition of the- ttmt 
of ~word 11 co
operative." 

All references to the Ryderabad Land Mortgage 
Banks Act, 1349~F, the Central Provinces Co· 
operative Land Mortgage Banks Act, 1937 and 
the Saurashtra Co-operative Land Mortgage 
.Bank:i Act, or to any other Act, Central or State, 
occurring in any enactment made by any authority 
in India and for tho time being inforcein .Bombay 
State shall, in the application, to the said State, 
of any such enactment, be read and cOnstl'11ed 
as references to this Chapter and anythiFg done 
or any proceeding commenced in pursuance of any 
such enactment on· or after the date on which 
this Chapter shnll 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 

t.reference in such enactment to the Hyderabad 
Land Mortgage Banks Act, 1349-F., the Cevtral 
Provinces Co-operative Land Mortgage Banks 
A t, 1917. and the Saurasht-ra Co-operative Land 
Mortgage Banks Act or any other Act, Central or 
State, for the time being in force in the areas 
comprising tho Dom bay 8tato as on N ovemher 

. let, 1956 or thereafter, had been the reference 
to this Chapter and no such thin~ or prQCef!cJing 

·shaU be deemed to have been invalid on tho 
gr nnd that B11cb enactment did not refer to 
th;• Chapter. 

CHAPTER XI. 

0FFBNOES AND PBNALTIES. 

(I) No person, other than a society regigtered under 
this Act and a person or his succCS$io:r' in interest 
of anv name or title". under which he traded or 
cnrriCd on busineRS at the dnte on which this Act 
comes into operation, shaH without the sanction 
of the State Government, function, trade or carry 
on: business Under any name or title _of wliich the 
1rord "co-operative n or its equivalent in any 
Indian language forms part. 

New. 

Insert the portion" under this Act and a 
person Of his fJUCCCRSOr in interest Of 
any nameortit]e under lrhich he traded 
or carried on business at the date on 
which this act comes into operation " 
between t be words " registered " and 
u shall" in Aub·soctlon (I). 

------------------------------------------------~~~~~~--~"~-~-~-~"-"-"~""--~----------~~~--~~~-~~--~~-------~ 



Soria! 
No. 

1 

Heading and 
section No. in the 

Aotin force. 

2 

Heading and 
section of the A.ot 
as recommended 

by the Committee. 

3 

Full text of the Section in column No.3. 

(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-
cos. 

(a) a committee of a eooiety 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 furnish 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 n between the 
words u Government u and "trade n 
in the second line. 

Substitute the words u equivalent in any 
Indhm language n for the words 
" vernacular equivalent ". 

Thereafter redraft the section as shown in 
column 4. Substitute u sub-section 
(2) , for " sub-section (2) n as shown in 
column4. 

Insert the words" a committee of" at the 
(Jommencement of sub-section (a). 
Substitute the word "committee" for 
the word "society" in the 3rd line. 

Insert the words " a· conunittee of u 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 (tl), (e), (f), (g), (h), (i), 
(j), (k), (!), (m), (n), and (o) with 
explanation as in column 4. 

Delete "Sub-Section (tl) " of Section 60. 



(c) a committee of· a society or an officer or 
member thereof wilfully ·makes a false return 
or furnishesfalseinform.ation or {ails to maintain 
proper aecounts ; or 

(d) a committee of a society or an o:Bicer or 
member thereof fails to invest funds of ouch 
society in the m.a.nnerrequired by Section 08 ; 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 uso of the funds so 
raised for conducting any business or trading 
in the name of a 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 (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 tho name of any other ptrson; 
or 

(ij an ofticor or member destroys, mutilates, 
alters, falsifies or secrets or is privy to tho 
destructioDt mutilntioDt alteration, falsification 
or secreting of any books, papers or securities or 
makes, or is privy to the making of any falso or 
fraudulent entry in any register. book of account 
or document belonging to the society ; or 



Serial 
No. 

1 

Heading and 
section No. in the 

Act in force. 

2 

Heading and 
section of the Act 
as recommended 

bj the Committee. 

3 

Full text of the Section in column No.3. 

(j) an officer or member who is in poEBession 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 anc;I99; or 

(k) an officer fails to hand over tho custody of 
books, records, cash, security and other property 
belonging to the society of which he is an Oftioer, 
to a person appointed under Sections 69, 70 
and 99; or 

(I) an officer or' a member wilfully fails to comply 
with any decision, a ward or order passed under 
section 89 ; or 

(m) a member fraudulently disposes of proper~ 
over which the society has a prior olaim.or & 

member or officer or employee or any person 
uisposes of his property bjrsale, transfer, 
mortgage, gift or otherwise, with the fraudulent 
intention of evading the dues of the society; or 

(11) any employer and every director, manager, 
secretary or other offi.oer or 8.gent acting on 
behalf of such employer who, without sufficient 
oa.use, fails to comply with· seotioh 51(2)·; ' or 

Change. 

5 



140 Section 60-A. Penalty 
for officer sn.n~tion. 
ing benn.mi loan11. 

Section 60-B. Pen.Uty 
for failure to pay 
amount under seGo 
tion 24-A and offen
ces by corporations. 

Section 61. Penalty 
for offences not 
otherwise provided 
for. 

Section 140. Penal· 
tiee for oflen~es. 

(o) a'noffi.cerormemborofaaooiety or any person 
does any act or omission declared by the RuleS 
to be an .offence. 

E%planation.-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 
·maybe. 

Every society, officer or past officer or· membet or 
.Past member or an employee or past_ employee of 
a society or any other" person found guilty of an 
offence referred to in Section 139 flhnll be liable 
to be puniabed-

{_.1) with fine not exceeding five bundrea rupees 
provided that be is convicted of an offence 
referral to in 'ieotion 139(a); or 

(b) wit-h imprisonment for a tenn which may 
extend to one month or with fine notexceedirg 
five hundred rupee!! or with both provided that 
he is convicted of an ofi'enoe referred to in 
seotion 139(b) ; or 

(e). with imprh:nnmcnt for a tenn which may 
extend to one year or with fine not exceeding 
rupees two thousand or both provided that he 
i!l convicted of an ofl'ence referred to in section 
139(c); or 

(d) with fine not exceeding five hundred rupees 
provided that he i<J convicted of an Oflence 

referred to in Rection J39(d); or 

(<) with fine not cxcee<ling five hundred rupees 
provided that he is convicted of an offence 
referred to in section 1J9 ('-); or 

Delete Sectiona 60-A, 60-B anci 61 and 
redraft the provisions for penalties es in 
section 140 us shown in column 4 in 
respect of off'ences detailed under Sec
tion 139 above. 



Hoadingand 
Serial section No. in the 
No. Act in force. 

1 2 

Heading and 
section oftheAot 
as recommended 
by tho Committee. 

3 

Full text oftho Section in column No.3. 

U) with imprisonment for a term 'Which JJlaY 
extend to one year provided that he i~ convic .. 
ted ofo.n oll'oncereferred to in section 139(j); 
or. 

(g) with fine not exceeding two hundred and 
1ifty 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(k); 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 rupees 
provided that he is con'Victed of an offence 
referred to in section 139 (j); or . 

(.!:) with fino not exceeding five hundred rupees 
provided that he is convicted of Rn offence 
referred to in section 139(k); or 

(I) with imprisonment for a term which may 
extend to six months or with tine not exceeding 
five hundred rupees or both provided that he 
is con rioted of ail ofl"cnce referred·to in section 
139(1); or 

Change. 

i 



141 Section 63. Cogniz· Section 141. Cogni· 
ancc of offences. , zance of offences. 

(m) with imprisonment for a .term which may 
extend to six months or with tine not exceeding 
one thousand rupees 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 hnndnd and 
fifty rupees provided that he is convicted of 
an offence referred to in Section 139 (o). 

(I) No court inferior to that of a Presidency Magis- No change. 
tra.te or a Magistrare 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 lawful for a Presidency Magistrate 
or a Magistrate of tho Firat Class to pass 
a sentence of .fino exceeding one thousand rupees 
on any person convicted of an offence under 
Section 139 (n). 

(3) No prosecution under this Act shaH be lodged 
except with tho previous sanction of the State 
Government in the case of an offence under 
Scotian 139 (n) and Of the Registrar in tho 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 Sta.to Government by a general 
or a pecial order. · 



Heading and 
Serial se.:tion No. in the 
No. Act in force. 

I 2 

142 Section 63A. Bom
bay Co-operative 
Tribunal. 

Heading and 
sect-ion of t·he Act 
as recommended 
by the Committee. 

3 

Section 142. BoliJ. .. 
bay State Co
operative Tribu
nal. 

Full text o£the 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 
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 disposal of its business. 

(4) Any vacancy in the membership of the Tribunal 
ahall be filled by the State Government. 

(6) Subject to the previous sanction of the State 
Gove~m.ent, 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 
~>!' published inthe OJlloial Gaze.tte. 

Change. 

5 

Substitute the word "four" for th'e 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 ColUlnn 4. 



143 Section 63B. Review 
of orders of Tribunal 

Section 143. Re
view of orders of 
Tribnnal. 

(1) 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 CI,!SB it shall appear to the 
Tribunal that any such decision or order should 
be modified, annulled or reversed, the Tribunal 
may pass slich 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. 

(9l 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. 

Ezplanation.-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 mo.y, either on the application of No change. 
the Registrar or on the application of any party 
interceted, review its own order in any oase 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 tho 
knowledge of the applicant or could not be 
produced by him at the time when its order was 
made or that t.bere has been some mistalw or error 
apparent on the face of the record or for any other 
sufficient reason : 



Serial 
No. 

Heading and 
section No.in the 

Act in force. 

I 

144 

2 

Section 630. Tribunal 
to havo powers of 
Civil Court. 

Heading and 
section oft he Act 
as recommended 

by the Committee. 

3 

Section 144. Tribu
nal to have powers 
of Civil Court. 

145 Section 64. Appeals ... Section 145. Appeals. 

Full text of the Section in column No.2. 

Provided furt-her that no such order shall be varied 
or revised unless notice has been given to tho 
parties interested to appear and be heard in 
support of such order. 

(2) Au 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. · 

(1) In exercising the functions conferred on it by 
or under this Act, the Tribunal shall have the sa-me 
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 ; 

Change. 

6 

No. chang .. 

Delete the figures "45 and 50A" in sub 
section (1). 

Add sections cc 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 (I). 



140 

147 

So'3tion 04-lA. Exten
Rion of period oft imi
tation by nppollntc 
nut.hority in certain 
cnsos. 

Section 54 A. Power of 
State Governntt"nt 
nod tho Rt"gistrnr to 
t'all for proee<'(linR"S 
of subordimlte 
offil'cf'H and to puss 
ordcrsthercon. 

Section 146. Exten
sion of period of 
limit n. t i o n by 
appellate autho
rity in eortain 
cases. 

Soction 147, Power 
of :-3tate Govcm
nt('nt and tho Re
gistrar to call for 
proceedings of BU· 
bordinato 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 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 which an appeal to the 
Tri bunnl 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 tJ1e order or decision. 

(!) Sn.ve 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 
appcn.J has been provided for, any order passed on 
appeal shall be final and no appeal shall lie against 
it. 

In nil cases in which it. is provided under this .Act that 
an appeal may be filed against any decision or 
order within n specified period, the appellate au
thority mny 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 Stnte Government and the R<lgistrnr may call for 
and examine tho 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 ns to the rl.'gulnrity of the proceedings of 
such officer. If in any case, it shall appear to the 
State Government or tho Registrar that any 
decision or order or proceedings so called for should 
be modified, annulled or reversed, the State 
Government or the Rf:'gistrar, as the case may be, 
may pass such order thereon as to it or he m.ay 
deem fit. 

Add the words "or approved" after the 
words "or sanctioned'' in olause (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. 



Serial 
No. 

1 

148 

149 

l50 

Heading and 
BOotion No.in the 

Aetil' force. 

2 

Seotion 65. Recovery 
of sums due to the 
Government. 

Heading and 
section of the Act 
as recommended 
by the CoOUllitteo. 

3 

. Section 148. Re· 
gistrar and other 
officers to be 
public sen~· ants. 

Section 149. Indem. 
nity for acts done 
in good faith. ' 

Section 150. R•· 
c:overy of sums 
due to the 
Government. 

Full ten of the Section in column' No.3. 

4 

CHAPTER XIII. 

MxscSLL&NEOUS. 

The Registrar,a person exercising the powers of the New • 
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 aa 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 
meaning of Section 21 of the Indian· Penal Code. 

No suit, prosecution or other legal proceedings shall 
.lie against the Registrar or any person subordin.ate 
to him or acting on his authority, in respect of any-
thing dono or purporting to }J&Ve been done by him 
under this Act in good faith. 

New, 

Change. 

5 

(I) All sums due from a society or from an officer Insert the words'' or tho estate of deceased 
or member or past member or a. deceased member mell!ber" between the words "past 
of a. society as such to the Government may be meruber'' and· "subject to" in sub-
recovered according to the law and under the rules section (2). Substitute the words ''so· 

. for the tin..e being in force for the recovery of cieties with unlimited liability" for 
arrears ofland revenue. the words "other societies, in sub-

(2) Sun1s due from a. society to the GoverOD1ent section (2). 
and recoverable under sub-section (l) may be re- ·Add the woi-ds "or estate of deceased 
covered firstly, from the property of the society, members" at the end of sub-section (2) .. 
secondly, in the case of a society of which the . Insert the. Words "or estate of deceased 
liability ofthememboraislimited, from them em'- members" between the wards "past 
hera or l_)&st mem.bers or the estate of deceased members "_8l:l:~" shaJl"insub-sectior-(3).. 
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Jli3 

Section 67. Power to 
exempt societies 
from provisionB of 
Act. 

Section 68. 
Companies 
to Apply, 

Indian 
Act not. 

Section 69. Dra.nchos 
etc. of Sodctie.q out. 
side tho Presidency. 

s~otion 151. Power 
to exempt socie. 
ties from provi
sions of Act. 

Section 152. Com
panics Act not to 
apply. 

Section lii3. Bran
ches etc. of socie
ties outside tho 
State. 

members, subject to the t;mit:of their liability; 
and, thirdly, in the case ol societies with unlimited 
liabiJity from tho members or past members or 
estate of deceased members. · · · 

(3) The liability of past member or estate of• de
oenacd members shaU in all onses be subject to the 
protisio:c.s of Section 33. · · 

The State Goverrunent ruay, by general or special No cha.nJZe. 
order to be published in the Official Gazette, ex-
empt any society or class of societies from any of · 
tho provisions oftltis Act, orm ay direct that such 
provisions Rbnll apply to such SO<'iety or class of 
societif's with ~uch modifications as n.ay be speci-
fiedin the order : provided t.hnt no order to the 
prejudice of any society shull be passed .without 
any opportunity being gh·en to such society to 
represent its case. ' 

The provisions of the Companies Act, 1050, shall not 
apply to socioties registered under this Act •. 

(1) No soc>icty other than a society registered. 
under this A('t AhaU open a. branch or a place of 
business outside ]Jotnbay State and no co-opera
tive society regjs!<'rcd under '1.DY Jaw in any 
other State shall open n bmneh or a place of 
busmess in Botnhay State 'rithout the pcrr. ission 
of the .degistrar. 

(2) Ev<'rv ro-opcr8tive society regiCJtered ·under 
any otbe.i- Stille and p('nnitted to open r. Branch 
or a. plncc of business in Uombuy State under 
sub.section {J), or which hM ·• branch or & place 
of buq:inrsa in Bombay State at the commence. 
tnent of this Act shall witoin 3 tnonths from tho 
ronunencetnent of this Ant, or from the opening 
of such branch or place of bWliDeSll, file with tho 
R«>gistrar a certified copy of the byelawa and 
amendmenta and, if these are not written in 

Substitute the words "the Companies Act. 
1906" for the words '• the Indian Com .. 
pnnies Act, 1913. ". 

Sub."<titute the figure ., a , for the figure 
· "6 , in the third line. 

Redraft tho section as sub·aection as 
shown under column 4. 

Add "sub-section (1) " as shown under 
ealumn 4. 



Serial 
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I 

Hoadingand 
section No. in the 

Actin force.-

2 

Heading and 
section of the ACt 
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by the Con.mittee-, 

3 

Foil text of the Section in column No.2. 

Engliah langnage, a certified translation In Engliah 
f.hereof, and shaU 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. 

Chango. 

5 

I64 Section 70. Not i o e Section I'». Notice 
neces~a.ty in suits. ·• .necesc.ary in suits. 

No suit shall be instituted against a. society or any No ehange. 
ofits 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 of the plain tift and the 
reJiof which he claims, and the plaint shall 
contain a. statement that such notice has been so 
delivered or left. 

I53 Section 71, :Rules ... Seotioni55. :Rules. (I) TheStateGovernmentmay,forthewholoorany 
part of the State and for any society or olass of 
societies, make rules for the conduct and 
regulation of the bt,udness of such society or class 
of societies and for carrying out the purpose of 
this Act. · 

(2) In partioular and without prejudice to the 
generality oft he foregoing power such rulesmay-

(1) subject to the provisions of section 3 prescribe 
the delegation of powers vested in the :Registrar 
to persons appointed to assist the Registrar; 

Substitute the word "Staten for the 
"Presidency" wherever it occurs. 

Substitute the portion "for the conduct 
and regulation of the business of suoh 
society or class of societies and for 
carrying u for the words "to carry'' 
in Section 71 (1). 

Add "Clause (I) under sub-seotion (2) ·~ 
as in Column 4. 



(2) prescribe tho forms to be used and tho 
·conditions to be complied with in the making of 
a.'!)plica.tions for the registration of a society 
and the procedure in the matter of such 
application; 

(3) prescribe the matters in respect of which & 
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, alt'eration or 
abrogation ; . 

(4) prescribe tLe procedure to be followed and 
conditions to bo observed for change of name 
or liability, amalgan atfon, transfer, division, 
conversion, or reconstruction of society; 

(5) prescribe the form of and procedure for an 
application under Section 19 acd the procedure 
for calling, holdiug and conducting a meeting 
under that Section ; 

(6) prescriba the conditions to ba complied with 
by a person applying for admission or admitted 
as a member and provide for the election and 
&dmission 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 soc.iety or 
el888 of federal societies the proportion of 
individual members to society merubera in such 
society or ·(']8.88 of societieA and the proportion 
of iDdividual members to society members in 
the oommittee of such aoeiety or class of 
societies; 

(8) subjeot to tho provisions of Section 27, 
p1'68Cribe tbe maximum oumbcr of sbarea or 
portioD of the capital ofaaooiety which n.ay be 
held by a m "'bar ; 

Add also enabling clauses under sub. 
section (2) to provide for JL&tters arising 
out of the expansion of the Act and in 
particular in respect of the following
(i) matters relating to land mortgnge 

ba, ks in re8peot of which a &pLoial 
chapter has been included ; 

(ii) expulsion of a men1ber; 

(iii) limits of borrowing for dilfcrent 
classes of societies ; 

(iv) conditions for satisfying the charge 
of a society ; 

(•) Regulations of investment of fonds; 

(vi) administration of 
Provident Fund ; 

Employees' 

(vii) Procedure and conditions in respect 
of affiliations to a federal society. 

(viii) Conditions for disqualifying 
a mom her for voting ; 

(iz) Qualifi<ations of employees; 

(z) Procedure in reapeot of suspension 
ofCom.ndttoo; 

(zi) Seizure of records; 

(:r:ii) Rectification of defects in aooount; 



Serial 
Headingaod Heading and 

oeotionNo.inthe section of the Aot 
No, Aetinforoe. aa.-mmeoded 

by the Committee. 

-1 2 3 

FulltonoftheSeetion in coliUDllNo. 3. 

(9) proaoribo the procedure for the admission of 
joint members, member& of a joint Hindu 
undivid<'d family, nod zr.inors and peraooa of 
uoaound mind inheriting the shore or interest 
of dect>ued members a.nd provide for their rights 
and liabilitiea. 

(10) prorida for the withdrawal, rCDloval or 
expulsion of members and for tho payo.ents to 
them and for the liabilities ofpaatmombora and 

. the estate of deceased members j 
(·ll) presoribo the conditiollll and procedure for 

the transfer of share or interest ; 
(12) provide for the nomination of a poraon to 

,.·hom the share or tho interest of a deceased 
inembermn.y be paid or transferred; 

(l3) provide for ascertaining the value of a share 
or interest of a past member or decea.sed 
member~ · 

· {14) prescribe the payD!enta to be made and the 
conditiooa ·to be complied with by n embers 

. applying for loans, the period for which loana 
may be made, aod the e.mount which may be 
lent to an individual me~ber; 

{15) provide for the inapecl.lon .of documents in 
the Registrar's Office and tho levy of fees for 
granting certified copies of the same ; 

{16) the procedure for registering the addrosa of a 
society and the chaoge of ita addreso; 

~17) provide for the formation and mainton. 
ance of a register of members, and where the 
liability of the members is limited by shares, of 
4 register of shares and a list of members; 

Chango. 

----------
(;>iii) Constitution of supervisory autho• 

rity; 

(.P•) Tranal'~r of property wh.oh oannot 
be sold; 

(:IV) li\vestigotion of claims; 

(.,..) Quallllcationa of liquidator, 
auditor etc. ; 

(:~Vii) Procedure for appeala to State 
Government thereafter redraft ' sub• 
-tion (2) • aa in Col""'n <1. 



~18) provide for aeouriDg that the share capital o.f 
AD}' aooiety shall be variable in such a way 

. as may be necessa,.Y to secure that the share 
aball not appreciate in value and that neces
sary capital shall be available for the society 
as required; 

(19) provide for the proO.dure to be adopted by a 
society with limited !lability in order to reduce 
ita share capital; 

{JlQ) prescribe the period and terms upon which 
GoVernment aid may bo given to societies and 
tenna under which the State Government may 
subscribe to the share capital of and goarantee 
the payment of the principal of an interest 011 
debentures issued by societies; 

(.Ill) regulate the manner in which funds may be 
.raised by a eociety or olaoa of aooietieo by means 
of shares o debenturee or otherwise Gnd the 
quantum of funde eo raised ; 

(22) preacribe the limits for Joana to be granted hy 
a aooiety or class of aooieties against dift"erent 
classes of aeouritiee or \vithout security and tho 
procednre for granting loans; 

(23) preacribe the manner of recalling a loao ; 
(24) prescribe tho limits for granting credit by a 

non.creditr souiety or a olaas of non-credit 
sooietiea; 

( 26) prescribe the prohibitions and restrictions 
aubjeot to which sooietieelnay trade or transact 
busineae with persons who ttre not membera; 

(26) prescribe the conditions in which any charge 
in favour of a society ahaU be aatialied and the 
extent to which and the order in wh;ch the 
property to the charge ahaU be 118ed In its 
sa.tis~tion ; 

(27) provide for givinr reasonable notice of the 
•·hargt"- under Section 60; 

(28) prescribe the procedure by which a society 
oluiU oalcul&te and write oft bad debt•; 



Serial 
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4 

(29) preseribe tho sumo which, in addition to those 
referred to in sootion 53(1), shall bo deducted 
from profits before arriving at tho profit for the 
purpose of section 53(2) ; 

(30) provide for the form~tionand maintenanc• ol 
reserve fund. and the objoote to whioh auoh 
fund m ·7 he applied and for the invastmeot 
and use of any fund including r<lsorve fund 
under the oontroJ of a. society; 

(31) prescribe the oonditions under which profits 
may be distributed as divjdend and bonus 
among the members and non-members of a. 
society under Section 65; 

(32) prescribe the rate &t which a society shall 
contribute towards tho educational fund of tho 
Bombay State Co-oporativa Union; 

(33) define the co·operotiva purpose for which a 
aooiety shall, under section 67, utilise its fund ; 

(34) proscribe the mode of investment of funds of 
asocietyunderseotion58 and the proportion of 
investment inanyseourity or cl&&s of securities ; 

(85) provide for the/aymont of oontr>bution to 
any provident fun which may be established 
by a oooioty for tho benefit of ofticero and 
sorvanto emplo_red by them and for the. 
administration ofsuob provident fund; 

(36) proscribe tho procedure and conditions for 
the exeroioe by a federaloooiety oftbe _POwers 
conferred by this Aot and the eondit>ono on 
whicih tho Registrar ma.y direct a societ7 to be 
aftiliated to a federalsooiety under Seetion 60; 

Change. 

6 



(37} provide for general meetings ofthe members, 
for the pl'OOOdure at snob .meetings and the 
powers to bo exercised by such meetings; 

(38) prescribe the circulJllltances In which and 
the methode by which delegates moy he elected 
under ect~on 62 for the purpose of 'ection 63 
and 64, the mnnner of electing delegates for 
any ofthe purpoaos ofthlo Aotand the manner 
in which delegates oo a looted shall vote ; 

(39) prescribe the conditions in which a member 
of a society may he disqualified from voting; 

(40) provide for tho appointment,ausponoion and 
removal of tbe membore of the committee 
and other officers nnd for the appointment of 
adm.inJJtrator under eotion 70 and prescribe 
procedure at· meetings of the committee and 
{or the powers to be exercised and the duties to 
he performed by the oomm;ttae, administrator 
nnd other officers; 

(41) prosoriho quali6ootiono for members of the 
oomm\ttee and employees of a society or olass 
ofsoclet M1. nd tbB conditions ofserv1ce subjeot 
to which persons mu y he employed by oooloties ; 

(42) preooribo the oonditlono for depuhtion of 
and the powore to be exercised and duties to be 
perf011ned by poraono appointed under seo~ion 
11 (2); 

(43) pre•oriho tho returns to he oubm;ttad by a 
eooi~ty to tho Reg·atra.r nn(l provide for tbe 
persons by whom and the form in which auoh 
returnsahuU beaubm·tted; 

(44) prov de for the persona by whom and the form 
· in which copies of documents and entries in 

books of aooletica may be O(trtified and the 
oh .. rg .. to he levied for tho supply of oopiea 
theft"of: 

(45) provide for tho prooeduro to he adopted 
by the Registrar in the cases where the tf king 
of poM88Sion of book•. documente, eecurities, 
oueb and oti,er properties of a society or of 
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1 

BeadiDgand 
Beotion No. in the 

Aotlnforoe, 

BeadiDgand 
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a sooiety the afFairs of which have been 
ordered to be wound up by tbe Registrar or 
~a penon entitled to the same is resisted or 
obatruoted : 

(46) provide for the orocedore to be adopted for 
taliing poaseesion of books, documents, 
aecurltiea, oasb and other property of a society 
by a person aoting under ectiona 74, 76, 80 and 
81 in onses where z:nltzappropriation of funds, 
breach of trust or fraud has been committed or 
where it is suspected or apprehended that the 
books, documents, securities, oash and other 
properties are likely to be tampered with or. 
destro,ed or do eaway with; 

(47) preaoribe the aocounta and hooka to be kept 
by a. aooiety or class of aooietiee ; 

(48) preaoribe the procedure for oonduotlng an 
audit, the matters on whloh the Auditor shall 
submit a report, the form in whioh the state
ment of accounts shall be prepared for his audit, 
the limits within which the Auditor may 

examine the monetary transactions ·of a. sol)iety 
the form ofaudit memorandum and report and. 
the ohargea, if any, to be paid by a aooiety for . 
audit,; 

(49) prescribe the prooedure for appointment of 
Auditors under seotion 76; . 

(50) presoribe the form for rectilloation of defeota 
discovered in the course of audit. inspection or 
enquiry; 

Change. 

6 



(51) prescribe tho prq~oduro and pr!noiplea . for 
tho oonduot of enqwl) under sootion 80 . and 
inspection under seot,ion 81 : · 

(52) presar!be the prooeduro for apportioning the· 
cost of enquiry ·•nd inspect. on . and for 
assessing damages against del nquent promo• 
ters under ,.eotion 86 and for recovery of oost 
andd&msgeEC; · 

(53) prescribe tho manner in which appointment 
shall be mudo and control exercised· by, and 
the number of persons comprising, and 
functions to be performed by, the authority 
constituted under t ection 86, the manner of 
eleotionand nomination of such persons the fee 
to be paid to such nuthorjty and the manner of 
suob payment and the procedure for and the 
method of OBloulntiug any oost, ·oharges or 
expenses required to be 1 vied under thia .Act or 
tho rules; · 

(54) provide for appointment of Rog!strar's 
nominee or board of nominees, procedure to be 
fotlo\fod in prooeedings before the Reg strar 
or his nominee or bo~trd of nominees and for 
fi.sing,andlevyUtg. the o~uaos for determm.ing 
the dispute and for enforo.ng tho decidona or 
aWJ.rdll inauoh proceedings; 

(65) prescribe t.be form in which a diapute shell 
bo referred to the Reg etrn r ; 

(56) provide for thoissuo and servioo of peoceases 
and for proving of service thereof; 

(67) provide for the investigation of olaimo and 
objections thnt may be preferred ogainat any 
atteohment etrocted by the Registrnr; 

(68) presar!bo tho prooedure for and the method 
of recovery of any sums due under this Act or 
the rules; • 

(69) proscribe tho prooedureto be followed for the 
oustody ofpropertyatteohed.under seotion 91; 

(60) prescribe thO procedure to be followed in tho 
execution of a wards ; 

~ ... 
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(61) prescribe tho manner in which any prope~ 
shall be delivered to, and the terms and oondi• 
tionssubjeottowhich such property shall be 
held by a society under section 97; 

{62) prescribe the procedure for attachment aad 
solo of property for the realisation of aay 
security given by a person in the oourse of 
execution proceedings; 

(63) prescribe the procedure aad conditions for 
the exercise of the powers oonfemd under sec
tion 10 I and the procedure to be followed by 
a liquidator aad provide for the disposal of 
surplus a.,.et&; · 

(64) p!'<soribo tbe matters in which an appeal 
shall lie from the order of • liquidator &ppoin· 
ted nndersection 99 ; 

{611) prescribe the procedure for the withdrawal of 
orders to wind up a aooiety; 

(66) prdlcrihe the pertioul&rs to be famished by· 
the persons applying for the registration (!f 
&Society to which Chapter lXis applicable; 

(67) pnscribe tho 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 ofamemberofasocietyto which 
Chapter 1X is applicable ; 

(69) prescribe the proeodure and conditions for 
theisaue,redem~tion,re .. issue, tranafer,replace. 
mentor convers1on of debentures. issued by a. 
society to which Chapter Xis applicable; 

Change. 

II 



(70) prescribe the :rnaxim11111 amount ofprlnc.ipal, 
the rate of i ntereat and other oonditiona for 
the guarantee of debenturuissued by asoc.iety 
to which Chapter Xis applicable 1 . 

(71) prescribe the qualillcationa and :methods of 
appointment of an officer to effect sale under 
section 129 and tho powersandfunotior.awhlcli 
such an officer may exercise ; 

(72) pr< scribe, in the oase ohale ofi:rnmoveabl e 
property under Chapter X.-
(I) the proccdurc for procla.mati011 and oonduct 

of the sale &rd tho oondltiOJlS on which an 
attempt of sale :may be abandoned 1 

(ii) tho method of oaloulatlng the oxponaea 
incidental to the sale or attempted salt 1 

(iii) the procedure forthereceiptofdepooitand 
diRposalofthe proceeds ofsal<; 

(iv) tho procedure for aro .. aleifanattomptod 
sale is ab&l1dOn('d or tho purohale moneyia 
not deposit< d within the preoorlbed ti:rne 
and tho penalty to be levitd ag&irot the 
purohe>er who fail• so to deposit the pureh..., 
money; 

(•) tho form and method of dlapooal of :money 
by a mortgage ba.nk UJider aeotion 132 ; 

(ri) tho form ofsalo certified underseotion 133; 
(vii) the fonn of tho notice to be served under 

&f'ction 135; 
(viii) the fee payable for tho ecrvioe of Bach 

noticu and the tnanner of servirg auch 
notiCf'B on. and of the tranSinittirg l•ndlorda 
fre to the landlord named in such notieea; 
and 

(j.,) the procedure for the delivery by the 
Court of the property purchased to the 
purchllJier onder section 133; 

(731 p!Ysoribc tho time within whi.h and the 
procedure accordirg to which property pur
oh .. od by a mortgage bank at a oale of 
immovable prop<>rty under Chapter X shaD 
be dlopooed off by the llallk1 
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Seotlon 156. Sav. 
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(74) presoribe.for the appointment of a reoelver 
of the prodnee and inoome of the mortgaged 
property for sale under section 129, the con
ditiors In which ho may he appolnt<d or 
removtd, the powers and functions whic-h he 
may exc. rcise and tb.E- expcnst:s of ·manag(n:ent 
and remuneration which he Jnay ftct ive ; 

(75) prescribe the clromiBtarQ('8 in which action 
m&y be taken by a mortg&ge hank ag&iDst 
a mortgagor undersection 120 (ll); 

(76) prescribe the proC<dure to be followed in 
presentirg and dispoFirg of appeals; 

(77) prescribe the qualifio&tions of the members 
of tho Tribunal ; 

(78) prescribe in the case of appealslyirg to the 
State Government the authority to which 
power of hearing appeals may he delegated; 

(79) prescribe the method of communicatirg or 
pub!ishiDganyorder,declsion orawardrequired 
to he communicated or published under this 
Act or tha Rules ; and · 

{80) provide for all matters expressly required or 
allowed by this Act to be prescribed by Rules. 

(1) Every Society now existing which has been 
r~ nuder the Co-operative CreditSooieties 
Act, 1904, or under the Co-operative Societies' 
Act, 1912, or Wider the llomhey Co-oper&tive 
Societies Aet, 1925, or under the Bomb&y 
Co-oper&tive Societies Aot, 1925, aA &d·•pted 
and applied to the State of Saurashtra 

Chaoge. 

6 

Add thO portion " or Wider the llomb&y 
Co-operative Societies Act, 1926, B8 
ad&pted and applied to the State of 
Saurashtra, or tho Bomhey Co-operative 
Societies Act, 1925, road with the Kutch 
(Applie&tion of Laws) Order, 1949, or the 
Co-operative Societies Act, 1912, ao 



157 Section 72·A. Con· 
atru.otion of refe. 
renees to Oo..opera· 
tive Societies Aot, 
-1912,1n enaotlneat,. 

w the llomliay Cocoperative1locie!ies Aot, 1925,· 
read with the Kutch (Application of LaWB) Order, 
1949, or the Co-operative Societies Act, 1912, as 
applied te Vidsrbha, or the Hyderabad Co· 
operative Societies Act, 1952, eball be deemed to 
be regietered under this Act and Its by·l•WB ehall 
so far as the saDte are not inconsistent with the 
express provisions of this Act, continue in foroe 
until altered or reeoinded. 

(2) All appointments, rules and orders made, oeti· 
fioations and notices issued and suits and other 
proceedings instituted, under the said Aot 
shall, so fn.r as m.a.y be, be deemed to have been 
respectively made, issued e.nd instituted under 
thieAot. 

Section 157. Con· All refereaces to the Co-opemtive Societies Act, 
etruotion of 1912,- the llol!obay Co..,perative Societies Aot, 
references of Co· 1925, and to any other Co.operative Sooiet iM Ao~ 
operative Soci<tics applicable to the component parts of Bombay 
Aot, in enaollllont. State prior te the reorganisation of the State, 

occurring in any law and for the time being in 
force in any part of tho State of Bomba.y, shall, in 
tho application, to the said State, or part of State 
of any such ennctlllcnt, be read and construed as 
refercnC$ to this Act and anything done or any 
proooedi.ng commenced in pursuance of any such 
enactment on or after the date on which this Aot 
&ball have come into .operation BhaU be deemed 
te bave boon done or to bave been eo01111enced 
and to bave bad oft'oct ae if the reference in snob 
ennct.ment to· the Co-oporative Societies .Act, 1912, 
!be Bombay Co-operative Sooietioe Aot, 1926, and 
such other Acta as had been in Coree prior to 
roorgauisation of tbe State in the component part& 
of Bombay State had been tho reforonce to this 
Aot and no such thing or proceeding eball be 
deemed to have been invalid on tho ground thet 
snob enactDlent did not refer to thia Aot. 

applied' tO 'Vidarbha, or ·tr.e'Xyct-biiJ 
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Co-operative Societies Act applicable 
to tho component parts of tho Bombay 
Stale prior to (h& -rganis&tioo of tho . 
State ' after " Co-operative Sooietiee 
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APPENDIX "B" 

A draft of the Bombay State Co-operative Societies Act, 1957. 

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 common 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 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 
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 commencement.-( l) 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. Dejinitions.-In this Act, unless there is anything repugnant in 
the subject or context-

( J) "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 !Ilember 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 shar~. in ihe. business of 
the society: · 
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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. 

(.'i) "Central Bank" means a co-operative bank, the objec~ ·.of 
which include the creation of funds to be loaned to other soctetles 
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 en trusted . 

(ll) "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 
prof).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" meaz;ts a society formed with the 
object of obtaining and/oJ.: 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· ~d 
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 )and and better methods of 
cultivation .and. includes a. better- farming society, co-operative 
f!i~in!! s~ciety, ~ollective farming societ;v, joint farming society, 
lift UT.Igation soctety and a crop protection society. 

( !4) " Federal Society " means a society not less than four
fifths of the members of which are societies. 
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( 25) " 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 formed 
with the object of marketing agricultural produce and selling 
requisites for agricultural production. 

(17) U Producers I Society >J means a SOciety formed With the 
object of producing and disposing of goods as a collective property 
of i~s members and includes a society fonned 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 
objec.t of producing goods by mechanical or hand process and in• 
eludes 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 requit• 
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. 

(2i) "Firm" means a firm registered under section 59 of Indian 
Partnership Act, 1932, 

(22) "Land Mortgage Bank,; means a society, the objects of 
which inClude the dreatiofi ol fufidS to be loaned to members for 
a long peri9d upon mortgage of their immovable property. 

(23) "Liquidator n means a person appointed by the Registrar 
under the Adt to wind up the affairs of a society and includes 
ptovi~ional 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 persoll admitted to mem
bership after registration in accordance with this Act, the rules 
and the by-laws applicable to such society and includes the 
Government when it subscribes to the share capital of a society. 

(2!'>) " 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, Managing 
Director, Manager, Secretary, Treasurer, Member of the Committee 
and any other person elected or appointed u:tder 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 
bis duties as an Auditor. 
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(26) " Prescribed " means prescribed by the Rules. 

(27) " Registrar" means a person a:ppointed to perform the duties 
of a Registrar of Co-operative Societies under this Act and includes 
a~ Additional, Joint, a Deputy or an Assistant Registrar. 

(28) "Rules" means rules made under this Act. 

(2!1) "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-oper.;itive· society registered or deem. 
eci 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 person or persons 
so appoin'ted 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 upon 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 i:ie registered with 
limited or· unlimited or without any liability : 

Pro'lided 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 ; 

!~>· !!o. s~cie~~ ~ap.: be ::.e~ster-ed witl}oq( a Jiaoil_ity' un.les~ its 
"OoJect IS not to do any ousmes~di>r- profit .and :its bye~lawll.-.P!Oyide 
for no payment of a dividend to its members. 



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 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 Act, 1957, 
shall be deemed to affect the registration of any socie-ty made before 
the' said Act comes into force. 

(.S): 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 l:>e, registered under this Act. 

7. Power to exempt societies from conditions as to registration.
Notwjthstancing anything contained in this Act, the State 53ov.ern
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 
requiremeuts of this Act as to registration. 

8. Application for registration.-(1) For purposes of registl'ation, 
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 cr on 
who.;e 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 wcieties. 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 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 by one of the 
partners of such a firm. 

·(3) ·The Registrar may register a society provisionally, pending'the 
approvafo·f the bye-laws as amended by the Registrar and compliance 
with such conditions as may be laid down by the Registrar in regard 
to.the.regist:ration, in the first general meeting. The provisicnal regis
·t:r1!t)j:m·would not, ·howe.ver ,entitle the ~ociety to transact any. bU5!ness 
other ·tnan ·th·at necessary for e!fllbling 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, or whether any person 
resides in the same area of operation or not, shall be final. 

10. Registration.-( 1) If the Registrar is 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 an<l ~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 Regist.rar 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 obtai.xi.ed 
a certificate of registration under sub-section (1) and every member 
of such society carrying on business in contravention of this sti]).. 
section shall be personally liable for all liabilities incu,rted in such 
business. · 

12. C!.assijication of societies.-(1) 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 be 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 s_atisfied 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 
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 tne 
bye-laws of a society he shall communicate the order of refusal, 
to~ether 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. 

(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 
PresiC!ent 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 binding 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 ch;mges its name, the Registrar shall, enter 
the new name in its place in the register Qf co-operative societies 
and shall amend the certificate of registration accordingly. 

16. Change of liabitity 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. 



(i) that a fifteen days' notice has been given to every ~embet 
of a society and to any person or class of persons whose mte:;est 
will, in the opinion of the Registrar, be ·affected by the alteration, 
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 
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, or 
(c) and he is allowed to withW;aw hjs share if he is a member 

or 
(iii) 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 
class of persons, for special reasons, 
required by this sub-section . 

the case of any persons or 
dispense with the notice 

. 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, bela for the purpose, 
decide-· 

(a) to amalgam;~te 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 UJider 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 liabilities 
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 afi€€4!d has been obtained. 
or deemed 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 shaH be a sufficient 
conveyance to vest the assets and liabilities of the original society or 
~ocieties 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 more 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 obligations, 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; 



(b} The Registrar has considered and made such mod~fications m 
the draft order as may seem to him desirable _in the hg~t of. ~y 
suggestions and 'objections "\Vhich may be re~e1ved by hnn W.l~hm 
such period as mentioned in sub-clause (a) e1ther from the .soc1ety 
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) ·~~y contain sue~ con
sequential, incidental and supplemental prov1s1~ns · as may m the 
opinion of the Registrar be necessary to gwe · effect to the 
amalgamation. 

(4) Every member or creditor of each of the societies bel:ore amal
gamation who has objected to the Scheme of amalga!llation 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 hi~ 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 tfie societies. so 
amalgamated as if they were amalgamated under 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 ca~e 
may be, to be called, held and conducted in such manner as the 
Registrar directs. 

(2) If a majority iri 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~ in· the. case 
lf 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 proceedings_ which -may have been. 
stayed shall be resumed. If compromise or ·arrangement is con• 
firme4 under 3uQ-$ectjon (2) the proceedings, if any, stay.ed under 
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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 com
prol)lise or arrangement relates. 

(4) Where the 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 either of his own motion or 
on the application of the society, or, in the case of a society being 
wound up, on the application of the Liquidator, make an order 
cancelling the scheme of compromise. 

20. Partnership.-( I) Any two or more societies with similar 
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 Partnership Act, 1932, shall apply to 
such contracts of partnership and matters including disputes arising 
fr-om 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 ill. 

MEMBERS AND THEIR RIGHTS AND LIABILITIES. 

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 
/>.ct !or the time being in force ; 
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(c) A society registered under this' Act. and 
(d) The State Government: 

Provided that tlie provisions of clause (a) shall not apply to an 
individual seeking admissio!l 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. 

(2j Any person aggrieved by the decision of a society refusing 
admission to him to its membershlp may appeal to the President of 
thE> federal 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 u nominal, associate 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 society. 

(2) Save as provided in sub-section (1), a nominal, associate or 
sympathiser member shall have such privileges and 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. Cessation 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 removal 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 unles_s 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 til! due payments 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 pre
scribed by the Rules or the by-la~s 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 nominal, associate or SY.Jllpathiser member shall have no 
vote; 
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~} whl!r!i1r so·cietj is a meml:rer of another society such a society 
$halT nave one additional vote ; 

(c);-where the State Government is a member of a society, r;ac)l 
Jtlerson 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 C<:~ntribu
lioh_to the business of the society and exercisable in the manner 
spe\!)fiE!d iD. the bye-laws. Provided further that in· the case of 
~quality of votes, the Chairman shall have a casting vote, 

I • '.:' ,· • '• • 

{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 
·shan•. be permitted to vote by proxy. A society, company. fi.rm.· or 
.any:l)ther institution entitled to vote as a member may, howeve~. 
-~xert:ise: its voting right. through .an authorised representative. 

28. Restriction on holding of share capital by a me11.1!:>er.-,Wher~ 
the ~ial;lility_ of ~ member _of a society is limited by shares or guarantee 
i;J,o member other than li 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 
,by;e-~ws. 

·-· 29 .. ·Restrictions on transfer of shares or interest.-(lLThe transfet 
:or charge of the share or interest of a member in·the share capital of 
·li. SQ€~ety shall be subject to ~u~ conditions as to maxiinum holding 
by.the•_tran~fere~ 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 :'tl"dnsfer. 

(2)_ A member shall not transfer any share _held by him or. his 
iri"terest in the c_apital or- property of_ any society or any part thereqf 
·unless· (a.) he has held such share or interest for not Jess than one 
year; (b)- the transfer is made to a member of the society- or to 
a. pe.rson whose application for membership has been accepted by the 
soci~!Y<:· 

. :NotWithstanding anything contained . in sub-sections { 1) ·and (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 disqualified 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 
rtot exceed 10 per cent. of the paid-up capital of the s•Jciety on the 
last day of the preceding financial year. 

l"rU. Qb 2437-27 
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30. Transfer of interest on death of member.-(1) On the intimation 
of the death of a member ofa 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 per
son 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 
appe:1r 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 with the Act, the 
Rules and the by-laws of the society, or may pay to such· nominee, 
heir or legal representative, as the case may be, a sum representing 
the value of such member's share or other interest as ascertained in 
accordance with the Rules and the bye-laws : ' 

Provided that such nominee, heir or legal representative, as the 
case may be, may require that payment shall be_ made by the s<lciety 
within two years from the date of intimation of <ieath of the mem
ber r,f the value of the share or interest of such member ascertained 

-liS aforesaid. 

(2) All transfers and payments made by a society m accordance 
with sub-section (1) shall be valid and effectual against any demand 
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 1he share or 
other interest of the deceased member, but his liability in conse
quence of such acquisition shall be limited to his· interest hi 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 mcur liability on be· 
half e>f such person for the benefit of such person until the disability 
ceases. On his disability ceasing, such nominal member shall fur
nish to the society a declaration of his willingness to become a mem
ber, and on receipt of such declaration, and provided such person 
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 entitled to all the rights and privileges of a member and 
become subject to liabilities like any other member of the society, 

31. Share or interest not liable to attachment.-The share or 
interest of a member in the capita! 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 delJosit shall not be liable to attach· 
ment or sale under any decree or order of a Court of justice in res
pect of any debt Of liability incurr~ by such mernl;ler al!d neither 
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the Official Assignee, under the Presidency towns Ir.solvency 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.-Evety 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, iii copy of the Act, the Rules, and the by2-Jaws, the last 
audited annual balance sheet and the profit ;md 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. 

33. Borrowing by members.-(1) Every petson, who is a IT'.<,mber 
of more than one credit society other than a land mortgage bank or 
a central financing agency, shall make a declaratim1 in the prescr1bed 
form that he will borrow only from one such society to be mention
ed in the declaration and shall send a copy oi such declaration duly 
attested to the societies of which he is or has become a member. · 

(2) A member borrowing from a society ~hall utilise the luan for 
the purpose for which it is made and shall refund, if not so utilised, 
the loa~ hnmediately on its recall by the Society. 

(3) Any member, who does not comply with the provisions in sub
section (1) or (2), shall be liable to be removed from ~he member
ship of any or all societies upon receiving a written requisition from 
the Registrar t() 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 decea~ed 
member of a society for the debts of the society. as they existed 
when he ceased to be a member by death or ~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. Insolvency of members.-Notwithstanding anything contained 
in the Presidency Towns Insolvency Act of !909 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. 

36. Expulsion of members.-(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 gene
ral meeting of the members held for the purpose : 

Provided that no resolution shall be valid unless the member con
cerned is given an opportunity to represent his case to the general 
body and no resolution shall be effective unless it is approved by the 
Registrar. 

f.-B Qb 2437-27q 
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(2) No member of a society who has heen expelled tmder sub
section ( 1) shall be eligible for readmission -as a member of that 
societv or for admission 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 circumstances sanc
Uol:l the re-admission or admission within the said period of any 
such member as a member of the- said society or of any other 
§tfciety, as the case may be. 

CHAPTER IV. 

Du'riEs, PRIVILEGES, PROPERTY AND FUNDS OF S.OCIETIES • 

. 37. Societies to be bodies corporate.-The registration of a society 
shail render it a body corporate by the name under which 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 neces
sary, for the purpose for which it is constituted. . 

38.. Address of societies'J-Every society shall have an address 
registered in accordance with the Rules, to which all notices and 
commiuiications may be sent, and shall send notice iii writing to 
~he Registrar of llnY change in the said -address within 30 days. of 
stich change. · 

59., -Register. of member_s.-(1) Every society .shall keep a' i:egister 
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 ~'share capital, the share 

held ·by each member ; 
(c) the date on 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 
t5n 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) Such 'register. shall be prima-facie evidence of" the da.te 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 :Jf its bve
laws and a list of members open to inspection to the public f~ee 
of ·cha·rge during th!! office hours or any hours fixed by the society 
at the registered address of the society. 



41. Ad.m_issibility of copy of entry as evidence.-(1) A copy of 
MY en try .m any book, register or list regularly kept in the cotir~e 
C?f business in the possession of a society shall, i.f duly certified 1n 
su7h manner as ma_y be J(<escribed by the rules, be admissible· in 
ev!den~e of the exJstence ·of the entry and shall be admitted ·as 
evic:ence· of the matters and transactions therein recorded in. every 
case w~ere, and to the same extent to which, the <:.riginal entry 
would, if produced, have been admissible to prove such matter5.' 

(2) In the case of such societies as the State Government by 
general or ·special order may direct no officer of a sc.clety Shall 1n 
any legal proceedings to which the society is not a party be: 
compelled to produce any of the society's books, the contents Df' 
which can be proved under sub-section ( 1), or to appe<tr as a wi6 
ness to prove the matters, transactions . and accounts therein' 
recorded, unless by order of the Court or a Judge made for specia:!J 
cause. 

42. ; Exemption "from compulscn-y registration of instru11'll<l'lt~ 
relating to ~hares and debentures of society.-Nothing in sectiol) 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, notwithstimd· 
ing that the assets of the society consist in whole or in part ~f 
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 , a!! it 
entitles the holder to the security afforded by a reg,istered instru
ment whereby the. society has mortgaged, conveyed or othery.oise 
transferred the whole or part of its immoveable property or any 
interest. therein to trustees upon trust for the benefit of tlie 
holders of. such debentures ; or 

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

43. Power to exempt from taxcition.-(1) The Central Govern
ment, by notification in the Official Gazette, may, in the case of an.y 
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 ol' 
other payments received by the members of the society on accouyt 
of profits or in respect of interest on securities held by the society 

(2) The Government by notification in the Official Gazette 111ay. 
in the case of any society or class of societies, remit : 

(w the stamJ? duty, with which under any law for lh"!!: ~c 
being in force, instruments executed by or oil behalf of a-SOCiety, 



or by an officer or member anc?. relating to the business of the 
society, or any class of such instruments or awar~s of the Registrar 
or his nominee or Board of nominees under th1s Act are respec
tively 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', 
<!;" a portion thereof, which the State Government is competent to 
levy. 

·In this sub-section " jGovernment " in relat£ort tQ 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 purposes 
of the Court Fees Act, 1870, and save as aforesaid means the State 
Government. 

44. State aid.-8ubject 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 

a society or of interest thereon o:r both or the repayment of the 
share capital of a society to its members or the payment of divi
dend thereon ,at ~S~Uch rates as may be specified )by >the ~tate 
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 
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. 

45. Restrictions on bOTrowings.-A society shall receive deposits 
andl loans from members and other persons only to such extent 
and under such conditions as may be prescribed by the rules or 
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 JVit11 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. 
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. (3) Wher~ t~e Registrar is satisfied that it is necessary or exptdient 
Jn the pubhc mterest so to do he may determine the policy in relation 
to loans, to. be f?llClwe~ by societies generally or any class of societies 
or any soc1ety m p.artJcular, and aU societies or a class of societies 
or the societies concemeC.\ as the case may be, shall be bound to 
fQllow the policy so determined. 

47. 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 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 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 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 Prov~dent 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. 

49. Prior claim of society,-<(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 time 
being: hi force but subject to any prior claim of the Government in 
respect 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 agricultural produce raised In whole 
or in part with or without a loan taken from the society by 
such member or past member or deceased member, 

(ii) upOn any cattle, fodder for cattle, agricultural or indus
trial implements or machinery, or raw materials for manufactur~ 
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tr wor!tshops godown, or place of business, supplied ~o , ol' 
r,urchased by such member .or past member o: deceased member 
in whole· or· in part from any·loan whether m money ot ·goods 
given hL'l'i by the· ·societJ, and 
. (iii) Upon any movabie prO})erty which may have_ been:~ypo7 

theca ted, pledged or otherwise. mortgaged . by a member with 
the society, and remaining in his custody ; 

(b) Any outstanding demands •or dues ·payabie·-tt:l a~~housihg 
society by any member or past member or deceased ·member ·in 
re'spect of rent, shares, loans or purchase money •or. ·-a!ly · othe~ 
rights --or l:lmounts payable to such society, shall be a 'first-chai:ge 
upon his fnterest 'in the immovab~e property of the nocfety, 

Explanation . ...:Jfhe prior claim Of Government in-respect'Of'dii~ 
oth~r 'than land ·revenue shall be restricted within the mean:mg 
of. sub-section (1) to the· assets ereated by-a: member :ou:t -ot:c.llW 
funds:in 'respect of which. the Gove.rnment..has.a claim •. 

(2) _No property or interest in property which is subject .. to 
a 'charge tmder :Sub-section (1). shall be transferred in: any:-manner 
.Without the previous permission of the society arid. such:,: transfei: 
\;hall· be subject ·to such ·conditions, if any, . as. the :society":ffi.ay 
1tnpose.· 

(3) Any transfer made in contravention of sub-section (2). siialkbe 
void and any member tra:nsferring any property and. any.: persaJi 
acquiring or abeting in .. the acquisition of,_ .such- property- whieh£ i$ 
subject to a charge under sub-section (1) shall; on. c<m,vlction.- .ba 
punishable with impriso~ent 'for a.term which,may .extend to.~ix 
months. or \vith fine which may extend to· five himdreinup~es. 

\ :(4)... 'Notwith~hmding al).ything cpntained in sub-sections. (2), aprl_ 
(3) a society which has ·as one of its objects_ the disposafof pi:<iduc~ 
of its members, may provide in its bye-laws 'or may offierw1se 
contract with its members, 

(a) that.every such member shall dispose Of his produce· through' 
the society,. and -

(o) th~t any member who is found guilty of ·a breach ot the 
b_y~~law. or of any such contract shall reimburse the society'1or 
the- loss, determined in such manner as may be · speci{ied. iTh the 
bye-laws. · 

:50.· Charge on immovable rproperty of members boM"owirt!V from 
t:ertai.n. · societies.-Notwithstanding anything contained in .thls-. Act 
or in any other law for the time being in force-

(!>: ~ny. ·person who makes an. application to a society o£. whkh 
he--Is•a,-member for a loan shall, 1£ he owns any land or has·ipt~rest 
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in any land as a tenant,_ make a declaration in the form prescribed 
by rules. -Such declaration shall_ state that thEo applicant thereby 
creatt.S· a- charge on such ·land or mterest specifie:l in the declaration 
for the payment of t~e amount of the loan wl1ich ·the society may 
make. to the member m pursuance of the application and for all 
future.·adv~nces, if any, required _by him which ~he society may 
make- tp ·hlm as such member· subJect to such maximum as may be 
determmed · by ·the society together with interest- on ·such amount of 
the -loan and· advances-; 

; (2_), an~ pers<;~ll who has borrowed a loan frCirn a society of which 
he· JS a member before the date of the coming into force of •he 
Bombay State Co-operative Societies Act, 1957, and who ow·ns any 
I.and sha:ll;:as' soon as .possible, make a declaration in the form and 
to:.thi!: 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 :righ~ as- a member of the society j 

(3) any person WhO has borrowed a Joan from a society of. whiCh 
he is a member before the date of the coming into force · ol· 'the 
J?oJIIJ:lay T~n!l!lCY and Agricultural Lands (Amendment) Act, 19;55 
or: an;); other Act in any _ _:Part_.()f the_ State and has any interest in 
land. a~ a te11ant~ shaH,: as soon: as possible, make a declaration in the. 
forin and to the effect 'referrecl to in sub-section_ (I) and n9 such 
persm:i __ s!iaii; ~nless and_ 1,1ntil he has made . such decl~ration, be, 
entitled to exercise. any right as a member of the socieLy; 

( 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 -ln 
f·iivottr· 'o£ wl:iich sucli 'charge is cr~ated; ~ ·-- - .. - .. . 

{5) no member sha1f alienate the whole or any part or' the land 
ol: . interest -ther~in -specified In . i he. decl<ii:ation made .under sub-. 
seCti~n-(i), (2) or (:i) until ihe_c whol~. amount borrowed .by the' 
member -together' with' interesf thereon is paid in full 

Provided that it shall be lawful to a member to execute a mortgage 
bOnd iri favour of a Mortgage Bank or the State Government· in 
respect of _such land or any part thereof under the Bombav Canal 
Rules made under the Irrigation Act. 1879, for the supply of water. 
from a: canal. to such.. land or any. part thereof ; 

: {6). any alienation made in contravention -:>f the provisions of sub" 
section (5.}-shall be void; 

(7} subject to the prior claims of the Government in respect of 
Uind·revenue or any money recoverable as land revt>nue and to the 
cl:iarge .. ifany.' created under an award rn2ch · ur.der the Bombay 
Agricultural Debtors Relief Act, .1947, or any other Act in any part 
of the State. there shall be a first charge in fav9ur of the soc:iety on 
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the land or interest specified in the declaration made under sub
section (1), (Z) or (3) for and to the extent of the dues owing by him 
on account of .the loan ; 

(8) notwithstanding anything contai.ned 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 la1;d or interest created under a declaration under sub
section (1), (2) or (3). 

Exp!anatwn.-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. Deduction jTOm salary t9 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 wch 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 
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 requisition, made under sub-section (2), 
the employer at any time fails to deduct tl}e amount specified in 
the requisition 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 amount 
from the employer as an arrear of land revenue and the amount so 
due from the ~mployer 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 Bombav State Co-
operative Societies Act, 1957. • 
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(5) Noth~ng c?ntained ~n !-his section shall apply: to persons 
employed m ra1lways (w1th1n the meaning of the Constitution) 
mines and oil-fie~ds. ' 

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 projits.-(1) A society earning profit shall 
calculate net profit by deducting from the gross profits for the year 
all accrued 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 deprecia
tion, and after providing for or writing off bad debts and lo~ses 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 tlie P,revious year, shall be avai~able for appropria
tion. 

(~) 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 basi:;: 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 exceP.t 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 1 of 
the net profits of the society each year shall be carrted 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 shaU 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 
egceeding 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 registratio!l of the society 
have elapsed. Provided that if any consumers', producers', housing 
or fa.nning society is unable to pay a dividend of 4 per cent. ·in res
pect of any year, it may pay additional dividend, representing the 



42Q 

difference between the dividend paid for that- year and the dividend 
of 4 per--cent. put of profits in future years at any time not later than 
Hi years imm:t:diatey succeeding the year of such deficit, Provideg 
further that if any society other than a consumers', producers', 
housing or farming society, is unable to pay a dividend at 6.!: pet
cent. in respect of any year it may :q~ake good the deficit by paying 
an additional dividencl out of profits in· the two- years immediately 
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 capita! to a fund called the ':Dividend 
Equalisation Fund" and no· withdrawal from such iuhd --shall. -be 
made except for the purpose of paying the dividend, without the 
previous s~.nction of the Registrar. 

(3) Notwithstanding anything contained' -in sub-seciion . (1), 
a society classified either as consumers' ·or producers' or IJ?Source 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 resouree 
society on a basis of unlimiteq_liabiltty in wl;ticp ~he _memb~rs do not 
hold shpres shall pay any bonus without_ the -general or special 
or_der of the State Government in this behalf. 

E:r:planation.-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 edw;ational. fund of the · Bomuay State Co· 
operative Union.-(1) Every society which declares a 'dividend to its. 
l!le~bers at a rate of 4 per cent. or more, shall contribute towards the 
educational Iund of the Bombay State Co-operative Union at such rate 
as may be prescribed. 

(2) No society liable to contribute towards the ~!ducational fund, 
shall pay a dividend to its member's 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} 
s~all be held person_ally liable for making good the amount to the 
Bombay State Co-operative Union.· 

5-7. Contribution to charitable purpose.-A society may set asid_e 
a· sum not exceeding 10 per cent. of its net profits, after providing for 
the reseD'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. 
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t~:.wholJ .or_ pari _of such sum:- in contributing to any- co-operative 
purpose, or to pubhc purpose, or to a charitable pilrp6.>e, a~ defined in 
section 2 of the Charitable Endowments Act, 1890. 

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 Sfate Bank of India; or 

(c) in the Postal Savings B;mk; or 

(d) in. any of the securities specified in Section 20 of ·the Indian 
Trusts Act, -1882 ; or -

(e) fu the shares or security bonds or debentures issued by any 
other society with limited liability ; or 

(f) in -ahy banking company approved for _this purpo,;e by the 
Registrar and on such conditions as the Registrar may lay down 
from Jime 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. --

59. Emp~IJyees' Provident Fund.-(1) Any society may e~tablish 
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 (I), 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 a(Ji!iation to a Federal Society.--The Registrar 
may, by general or special order, direct that all or any of the socie
ties- situated within a specu'ied 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 
ill respect of which an order of compulFory 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-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 .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 bUch 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 or award shall be liable to 
be challengecl, 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 provisions in this 
Act and the Rules, the final authority of every society shall vest in 
the general body of members in gener~l _rp.eeting summoned in such 
a mapner as may be. specified in the bye-}aws : 

Provided that where the bye-laws of a society provide for the 
election 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. . 

63. Annt«LZ General Meeting.--'(1) 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, 

. can 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 
exceeding three months. 

~2) At every 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 prescribed by 
the Registrar by general or specific order for c;las:, or classes of 
wc;ietie~, · · - - - · - · 
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Explanation.-In the case of a society rtot 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 expenditure account ", 
"excess of income over expenditure", and •· excess of expenditure 
over income ". 

(3) There shall be attached to every balance sheet laid before the 
~ociety in a general meeting, a report by its Committee, with respect 
to (a) state of the society's affairs (b) amounts, if any, which 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 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 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 ~ub-~ection (1), or in complying with sub-section> (2), (3) 
and (4), the Registrar may by order declare any 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 r.tember 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 
hir.t 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, for 
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 meeting 
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 or 
the society, or of members the number of which is specified in the 
!Jye-law!i for the purpose, whichev(!r is lower, or 
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( ii.) u t the instance of the Registrar, or 
(Iii) in the case-of a society, which is a member. ol a- .·tedel.-,1 

soCiety, at the instanc~ of the Committe-e of such Feqera1 SocietY: 

(2) where imy officer or a member ,of t!le CoJl1mi~tee who~. q1,1ty 
it· was to call such· meeting and who, - without reasonable. el'cuse, 
failed to call such meeting, the Registrar may by art· order declare 
such officer disqualified for being a member of the ·committee ior 
such. period not exceeding three _years as may be speci!ied !n 1 §UCh 
order and if the officer _is a servant of the society, impose a fine: :not 
exceeding one hundred rup~e~· - . 

(3) If the C~mmittee or an officer 0r offic~rs of the society- refup!' 
or fail to call a meeting in accordance v{ith th_e sectioL\ 63,or 64(1) or 
if in. the. opinion- of the Registrar,, there be no Cqmmitte~ or ,P:(TI<;~r 
or Offi9ers _competent under the .Act, ~ules and. bye-1aw~>: tQ ~1!11 th_e 
!lleeting, ,or if there be a dispute regarding_ tpe _'competenc~ gf )h.e 
,Co,mmittee,· officer or officers to call: the -meeting, the_R,egistr_ar shall 
have the power to call the mee~ing h4nself, iri such :t:nanner: 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 . or . the person 
. authorised by him to. preside, shall haV:e . the. power to . conduct. the 
'meeting, and any resolution passed at .the weeting.shall be -valid.;, 

(4) ThE!- Registrar shall have the power to order' that the expendi
ture· incurred- in calling the meeting Under ~ub-sect-ion i 3} shall be 
t>aid 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 fu.nctions.-The mamigemenf: .. of 
evert society shall vest in a committee constituted <in"'accordiince 
with this Act, the Rules and the bye-laws w.hlch 'shall exercise such 

· powers and perform such duties as may ·be conferred cH'' impoSed 
respectively by this Act, the Rules and the bye•laws. 

6~. Validation of acts.-(1) No act.of a societyor a co~:Pmittee Qr 
any officer . done in good faith in pursuance of the_ business of. tl~e 
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 t~ appointm~nt. 01: elect!o.q of 
the offi~cr or. op...the ground that .such ·.an ()fficer 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 rea$Oll 
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.quen~e: of' any. order .subsequent]..)r 'P<issed under 'this Act, Rules and 
'the. bye-laws . 

. (3) ~he Registrar shall deci.de whether any act. waR done in good 
fa1th 1n pursunnc" of the bustness of the society and his decision 
shall' be finaL 

: 67. Power to appoint Government nominees,-Where the State· 
Gover;nment has subscr!bed to the share capital of a society, directly 
or. th~ough another society~ or has guaranteed the repayment of the 
prmc1pal and payment of mterest on debentures issued by or loans 
raise~ by a society to State Government· shall have the right to 
nommate 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 
)lqld office during the pleasure of the State Government or for such 
pe.J;iod·.as may be specified in the order under which they are 
.a,pp<iinted and such member on assuming office shall have all 
-tights, duties, responsibilities and liabilities as if he is a member 
of the Committee duly elected. 

68. St~.spension 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 r"ason 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 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 mis-placing ~f the record of 
the 'soCiety, the Registrar may dispense with the i~sue of notice to 
the ·committee or any of its members or any of11cer. <13 the- car..:: 
may be. 

(2) If after giving such notice subject to the proviso in sub
section (1) and after considering the explanatian, if any, given by 
such person the Registrar is satisfied that the Committee Ot' . any 
of its members or any officer is mis-managing or ha~ mis-managed 
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 A<'t or the 
Rules or the bye-laws or is otherwise -acting In a manner likely to 
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.tJe 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 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
~ection (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 per~on 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 
m£mbers or any officer has been removed from office under 
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 hold 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 
extended period shall not exceed 3 years in the aggregate : 

Provided further that the Registrar may, if he is satisfied that it 
ls 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 appoin~ed. 

(2) Person or persons so aopointed 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;~d exercise the 
pow<.rs of the members of the committee 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 
:sh&li be payable from the funds of the society. 

( 4) 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 h;md over 
the charge of the records and properties to the new committee at 
the e:.;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 rthe society were cal'ried on by the 
committee shall be binding on the new committee and society. 

70. Appointment of an Administrator.-(1) Where the Registrar 
has su1:pended 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 satiety. 

(3) The Registrar may fix the remuneration payable to the 
Administrator and person or persons appQinted to assist and advise 
him and the amount of such remuneration and any expenses of the 
management shal! be payable out of the funds of the oociety within 
·such time or at such intervals as the Registrar may fix. If such 
remuneration or expenses are not paid out with!n the time or at the 
interval fixed, the Registrar may make an )rdrr d!recting the p~r
:son or persons having custody of the funds of the ~ociety to pay to 
the Administrator such remuneration and expenses in priority ~o 
other charges, except the land revenue, the arrears of the land 
rever.ue or any sum recoverable from the society as arrears 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 Registrar. 
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(4) If at 1m:YJtinie .dU:ring any peHod or. ~xte_nded ~ri?dr r€fe_rred'. 
to in snh'"sectioii''(l) it appears to the Regrstrar th~t ·rt--rs no lon~er· 
necessary to continue to carry on· affairs• of the socrety as.- aforesard, 
the Registrar may by an order . direct that the manageJ?ent _of the 
society shalL he.l:J.anded ·over. to, a, duly con.st!tuted comrmttee., Upon 
the election.,{lf such committee, the Admm1strator shall h~d over 
'all the records and :properties- to the ,committe~ .so elect,ed ~md all 
acts done or purported to be done b~ the Admmrstrator durmg the 
'period- the affairs of the society- w,ere ~arried on by_ them ·Shall be· 
bindin·g on· such committee· and the socrety. 

11.,'Appointmeht of Managers, Secretaries and.' other· officers:-
[ 1) No' society shall appoint a manager; Secretary 'or Accountant or 
any. c'ther officer unless he holds the qualifications w:hich the Regis
trar may prescribe from time to t]Jne for the employees or a class 
Clf empioyees of any society or Class of society. 

, ., (Z) Wher.e the .Registrar. is satisfied , that a society is unable to 
appoinf a person sp, 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 imd on such
terms a5 he may deem fit and the society shall be bound .to- appoint 
such a person. 

72. Registrar's power to determine terms of employmen~ in 
societies.-(1) The Registrar may from time to time frame rules 
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 conditions are 
applicable shall comply with the order that may be issued by the
Registrar in thi$ 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 !lppointed by him not below the rank of Assistant Registrar 
shall decide the dispute and his decision shall be binding on the 
society and its employees. 

73. Regist~·ar's power to en1orce performance of obligations.-· 
( 1) The Regi5trar 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 and expenditure take place, all sales and purchases of 
goods by the society anc• the assets and liabilities of the society and 
to furnish such statements and returns as he may requi~e 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•m under this 
Act, the rules or the by-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 
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 auti::torised by him 
take such action at the expense of the society and such exf)ense 
shall be recoverable from the society as if it were an arrear uf land 
revenue. 

(3) Where the Registrar takes action under sub-section (2}, the 
Registtar 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 J?.ay to the assets of the society such sum not 
exceeding Rs. 25 as the Registrar may think fit for each day until 
the R~gistrar' s directions are carried out. 

74. Registrar's power to seize records etc.-(1) Whet·e the Registrar 
is satisfied that the books and records of a society are likely to be 
tampered with or destroped and the funds and property uf 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 &oaks and records, funds and 
property of the society and the officer or officers of the society, respon
sible for the custody of such books, records, funds and property shall 
give delivery thereof to the person so authorised. 

(2) Any officer or officer&._of such society failing to comply with 
the Registrar's order made under sub-section (1) shall be liable to 
be punished with imprisonment e>xtenQ,ing up to 6 months or with 
fine which may extend to Rs. l,OOO·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 scciety 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 shall 
appoint an Auditor to audit its accounts for the financial year and 
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the report of such audli.tor shall be. placed before. annual general 
meeting follQwing the completion of the financral year. 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). 

76. P.owers and duties of auditors.-(1) The Registrar or any 
person appointed under section 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 an<i securi
ties 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, <llocument, 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 Committee 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 ana 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 accordting 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 loss 
for its financial year. · 

(2) The Auditor's report shall also state (a) whether ne has 
obtained all the .information and explanations which to the best of 
his knowledge and belief were necessary for the purposes of his 
aud~t. (b} whether, tn ~ opinion, lpl\oper 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 exallloination of\ 'those 
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books andl (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) Whe~e any of t~e matt~rs referred to in sub-section (2) is 
answered m the negative or With a qualification the Auditor's repc.rt 
shall state the reasons for the answer. 

(4) The Aud~tor's report shall be read before the society in 
a general meetmg and shall be open to inspection by any member 
of the society. 

(5) In addition to t~e report referred to in sub-sections (1), (2), 
(3) and (4), the Aud1tor 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 Act, or the Rules or the bye
laws; (b) every sum which ought to have been out has not heen 
brought into account; (c) the amount of any defic!ency or lvss 
which appears to have ·resulted from any nesligence or misconduct 
or to require further investigation; (d) any money or propprty 
belonging to the society which appears to him to be bad or doubt
ful and (e) any other matter prescribed. 

78. Penalty for Auditors.-!£ any repo•t is made or any document 
of the society is signed or authenticated by the Auditor o!herwisP 
than in conformity with requirements of Section 77, the AuCitor 
cc.ncerned who signs the report 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, explllin 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 thereon. 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 Feci/era! 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 the officer or officers of such society, who in 
his opinion, has or have failed to rectify the defects. 

80, Inquiry by Registrar.-(1) The Registrar may of his own 
motion by himself or by a person duly authotised by him in writing 
in this behalf hold an inquiry into the constitution, working and 
financial conditions of a society. 



(2) The Registrar: shall hold such an inquii'y'·as· is contemplated 
in sub-section ( 1} of 'this section-

( a) on the requisition of a Federal · Socie(y· iif'-respect' of 
a society which is its member and is of the same class ·as· th;~t 

·of .such Federal Society; 
(b) on the application of two-fifths of the members of the 

<!ommittee 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 under sub-clause (b) and (c) shall \:>e 

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 be 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 certify the 
refusal and the Registrar, after hearing any statement which may be 
offered in defence, punish the offen(!er with a fine not exceeding 
Rs. 500. 

( 4) The report of any inquiry under this section shan· 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 Registrar 
may, ii 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):tqe-applicant- deposits with the Registrar such· sum as 
security ·f?I the· costs of the proposed inspection as the Registrar 
may requrre. 

'(2). The RegistJ;ar 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 ~s 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 cos.ts 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). 

(3) The orders or awards passed by the Registrar under this 
Section shall not be called in question in any Civil Court. 

63. 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 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 
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 ir,quiry or inspection tn 
notice of society.-( 1) If the result of any inquiry held under 
Section 80 or an inspection made under SE"ction 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 F~;deral Society to the 
notice of .the.Federal Society. ·The Registrar may also make an order 



directing the sqciety or its officers or the Federal Society to take ~u~h
action as may be specified in. the order to remedy the defects w1thm 
the time specified therein. 

(2) The Federal Society or the Society concerned may appeal 
agair.st an order made ~y the ~egistrar_ und~r sub-section (1) to the· 
State Government withm the t1me spec1fied m the order. 

(3) The State Government may, in deciding the appeal, annul, 
reverse, modify or c;onfirm 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 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 repQrt 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, pa~t 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 mis
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, b:>; an order in writing, authorise any person, subject to general 
or specml 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 ~o 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 Registr~r 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 -:me 
for which the offender may be criminally responsible. 

86. Authority 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 rule<> 
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 sub-section (2) is applicable shall pay to 
such authority such fee as may be prescribed under sub-sectic.n (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 iaw 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 di~pute or by 
a federal society to which the society is afliliated 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 representative of any deceased officer, 
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 perso•n claiming through 
.a member, past member· or a dec~ased_ member of a society or· 
.a society which is a member of the society, 

(c) a person other . than a membe·r, of the societ~ who has been 
granted loan by the society_ o:. with who~ the society has or had 
transactions under the provisJOJls of Section 47 and any person 
claiming 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 grante~ a lo~n by 
the society under Section 47, whether such a surety IS or Is not 
a mEmber of the society, 

(c) 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 refer reG! 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). 

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 fi'Qm 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 lnss caused to it 
by a r:1ember, 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 ?r present, whether such loss be admitted or not; (iv) a refusal 
or fa1lure by a member, past member or a nominee, heir or a legal 
r<'pre~entative 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 ~or b:each of c~nditio;'ls of the assignment; (v) a question 
regardmg r1ghts etc., mcludmg tenancy rights between a housing 
society and its tenants. or members. 

Expla11ation.-(2) l:'lo dispute relating to the election of the com
mittee ct. a soc~ety shall be referred' to the Registrar until the 
re~ults ot elect10n are declared and no such dispute shall be enter
tamed 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 of the society. 
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.. Exptanatwn;-:-(3)• in the· case of appfication under sub~sectioru (1)' 
a-£ a federal society or a creditor, the .Hegistrar shall require su·ch 
.parties ol' any parj;y 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 deemed to -have been referted to him under sub-section (1). 

86. Limitation.-(1) Notwithstanding anything contained in the 
Indian Limitation Act, 1908, and subject to the specific provisions 
miJ.rle in this Act, the period of limitation !n the case of a dispute· 
referred to the Re.((istrar under section 87 shall-

( a) when the dispute relates to the recovery of any sum includ
ing interest thereon due to a society by ~ member thereof, be com
puted from the date on "ll(hich such zpember dies or ceases 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 
c;~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 lieceased member 
and when the dispute relates to any act or omission on the part 
of either party to the dispute, be 6 years frum the date on which 
the act or omission with reference to which the dispute arose, 
took place. 

(c) when the dispute is in respect of any matter touching the 
constitution, management or business of a society which has been 
order()d to be wound up under section 93 or in respect of which 
a nominated committee or an administrator ha3 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 86 ~hall be regulated by the 
provisions of the Indian Limitation Act, 1908, as if the dispute v:ere 
a suit and the Registrar a Civil Court. 

(.1) NotwitJistanding anything contained in sub-sections (1) and 
(2) the Registrar may admit a dispute after the expiry of the limita
tion period if the applicant satisfies the Registrar that he had 
sufficient cause for not referring the dispute within sut:h p~riod and 
the dispute so admitted shall be a dispute which shall not be barred 
on the ground that the period of limitation had expired. 

89. Settlement of dispute.-(1) If the Registrar is satisfied that 
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 
onP 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 norr~ees,. _the 
Registrar may at any time, for reasons to be recorded m wntmg, 
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 : 

Provided 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 regard 
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 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 Registr3r shall take 
action as laid down in sub-section (1). 

90. Procedure for settlement of disputes and power of Registrar, 
his nominee. or board of nominees.-(1) The Registrar or his nominee 
or 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 <.ny of them and to com~el them to give evidence, and 
to compel the production of documents by the same means ant: 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 the permission of the Registrar 
·or his nominee or board of nominees, as the case may be. 

(.~) (a) If the Registrar or his nominee or board of nominees is 
satisfied that a person whether he be a member of the mciety or 
not has acquired any interest in the property of. a person wlio 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 e.ny 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 of the wrong 
_person or where all the defendants have not been included the 
Registrar or his nominee or board of nominees may, at any st;ge 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 order to enable the Registrar, 
his nominee or board of nominees effectually 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 ;;ntitled 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 sh~ll not forward claim for any relief so omitted except 
with the leave of the Registrar, his nominee or board of nominees. 

91. Attachment before award.-(1) Where a dispute ho:s been 
re-ferred to the Registrar or his nominee or board of nominees un':ler 
section 89 or under section 101 or where the Registrar or th~ oerson 
authoris2d by him under sub-section (2) of section 85 hears a person 
against whom the charges are framed under section 85(1), <he Hegistrar 
·or his nominee or board of nominees or the person authorised by 
him under section 85(2), as the case may be, if satisfied on enquiry 
·or otherwi:~c that a party to such dispute or against whom proceed
ings are pt•nding 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 off whole or any part of his proputy; 
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
mein 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 
callin" upon the person whose property is so attached to furnish 
:security which he thinks adequate within a specified period and if 



tM persordafls to provide th.J. security so· dein:inded the' Ri!gistrar 
at his nominee or board of nominees or the person authorised, as 
'the case may be, may confirm the oriier and, after the· d~cision in 
the dispute or the completion ·of the proceedings ·referred fo in sub
section ( 1), may direct the disposal ·of the property sc. attached 
towards 'the claim if awarded. 

(3) Attachment made under sub-sectfons (1) and (2) shall not affect 
the righ!s subsisting prior to the attachment of property under ·su):i.· 
secti•m (1) c,£ 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. 

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 arr award· on 
the· dispute. on ·the expenses incurred by the patties to the dispute 
in connection with the proceedings, and the fees · and expenses 
payahl~ to the 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 the period fixed for decfding 
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 not 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.S5(2} may. within two months from the date of the 
decision or order or award, appeal Qr 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 <.r his nominee or board of 
nominees or the person authorised by the Registrar under 
Sf'ction 85(2) in the manner provided, 

(iii) pass such orders thereon as it deems fit : 
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 
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ltii~ 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 un6er 
Section 85(2) ; or · 

(iii) the award is in any way perverse. 

(2) In making .an order under sub-section {1), that the d1~pute 
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 per~ons 
who made the award shall not decide the dispute or pass the orC:t'r 
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 J, as the case 
may be, shall make a fresh award or give a fresh decision within 
such time as may be fixeC.. 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 Reg,istrar 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 orde1• and the Tribunal may on the 
application qf any of the parties to the award or decision or other
wise for reasons to be recorded in writing modify the award or 
p<;!ss such orders thereon as it deems just. 

{4) Notwith~>tanding anything contained in sub-section ( ll, the 
Tribunal may admit any ap'peal or any application relating to an 
award made under Section 92 or an order made under Section !!1 
after the expil'J of the said period of two months provided thl• 
appellant or the applicant satisfies the Tribunal that he had 
suffident cause for not making the application within the said 
period. 

94. Mode of execution of awards and orders,-Every order passe:: 
by a Liquidator under Section 101 or by the Registrar or his 
nominee or a board of nominees under Sections 92 or clause (1) 
of Section 91, or by the Reijistrar under Section 85, every orcuc 
passed in appeal under Section 93, every order passed in rcvisbn 
under section 147, and every order passed by the Stat<:! Govern
ment in appeal against orders passed under Section 145 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 Ehall 
(a) be executed in the same manner as a decree of such Court. 
11r {b) be executed according to the law and under the rules for 
the time being in iorce for the recovery of arrears of land revenut>. 
provided that an application for the recovery in such manner of 
any such sum shall be made to the Collector and shall be accom· 
panied by a certificate signed by the Registrar or by an Assistant 
Registrar to whom the saici power has been delegated by the 
Re11istrar or (c) be executed by the Registrar or any persons ~,Jb
ordinate to him empowered by the Registrar in this behalf, subje~t 

L-B Qb 24117-29 
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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 appiication 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 fixedl,.from the d.ate 
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 fin;mcing 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 
there in 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 ;.clvanced 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 
mrears 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 according to the 
law for the time bein~ in force for the recovery of lana revenue. 

( 4) It shall be lawful fQr 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 
l.'Oid against society.-Any private transfer or deliver:'l' of, oi' 
encumbrance or charge on, property made or created after the issue 
of the certificate of the Registrar, Liquidator, or Assistant Regis~ 
rar, as the case may be, uni'ier Section 94 shall be null and void as 
against the society on whose application the said certificate was 
issued. 

97. Transfer of property which cannot be so~d.-(1) When in any 
execution of an order sought to be executed under Section 94, any 
property cannqt be sold for want of buyers, if such property is in 
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'uccupaney Qf the defaulter or of some person in, his behalf or of some 
person cl~iming under a title created by the defaulter subsequently 
to the Issue of the certificate of the Registrar, Liquidat'or 
or the Assistant Registrar, under clause (a). or {b) or (c) of Scctioi:l 
94., the Court or the Collector or the Registrar, as the ca~e 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 
:saio 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 prescribed, 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 by the decision or award. 

(3) Subject to such· rules as may be made in this behali and to 
any rights, encumbrances, charges or equities lawfully subsisting 
in favour of any person such property or portion thereof shall be 
held under sub-section ( 1) by the saicil 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 Assistant 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 section 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 purpose ; 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 exc~ed:ng 
Rs. 500; or 

(iv) has ceased to comply wiTh any conditions as to r.~gist;a
tion and management in this Act or the Rules or the By-law:;, 
is of the opinion that a society ought to be wound up, he may 
issue an interim order directing it to be wound up. 
r...B Qb 2437-29a 



(2) A copy of such order made under sub-section l(a) and sectioDL 
l(c) (iv) shall be communicated 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 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 shaH 
hand over to 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 shall have no 
access to any of them. 

(3J 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 Scciety 
shall not exercisa 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. 

(5) The whole of the assets of the Society shall, on the· appointment' 
of 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 the time being' in force, if any landed property is held by a provi
sional Liquidator or Liquidator, as the case may be, on behalf or 
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 Qf dispossession, want of possessiorr 
or physical delivery of possession. 

(6) In the event of the interim order being vacated, the person· 
apl,lo:nted as provisional liquidator shall hand over the prooerty, 
effects and actionable claims and books, records and other &:>cu~ents
of the society to the officers who had delivered the same to him. 
The acts done and the proceedings taken by the provisional liquidator 
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.shall be binding on the society and such proceedings shall, after the 
interim order has been cancelled under section 98(2), be <'Ontinued 
.:by the officers of the society. 

100. Appeal against the order of winding up.-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 !18 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, pro\'ided that no appeal shall lie 
.against an order, issued under sub-section l(c) (i), (ii), (iii) of 
sedion 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 recurity 
for the cost of hearing the appeal as may be prescribed. 

101. 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 l<:>gal 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 cor.tract 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 
·out of such claims, and to pay any class or classes of creditors in 
Jull or rateable according to the amount of such debts, the surplus, 
if any, being applied in payment of interest from the date of liqui
dation 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, 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 
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between the society and a contributory or a lega~ 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. a~~eed and 
take any security for the discharge 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 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 ~fficer, 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 himself 
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, aocuments, 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 of 
the society all deeds, receipts and other documents as may be 
necessary to such winaing up. 

102. Withdrawal of final o·rder.-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 Commitl.ee· 
in accordance with the bye-laws of the society if the Registrar so
desires, or where th;; Registrar nominates a Committee to the 
nominated committee, and shall hand over to sttch committee the 
charge fYf 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 arid such proceedings shall, after the wind
-ing up order lias been· cancelled, be continued by the Committee and 
:officers of the society.· 



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 shall operate in favour of all the creditors and of 
all the contributories of the society as if it h<>ci. been made on the 
joint petition of creditors and contributories. When a winding up 
order 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 in;pose. 
The Registrar may, of his own motion, however, entertain or di~pose 
of any dispute by or against the society. 

104. Bar of suit in winding up and dissolution matte1 s.-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 shall 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's account.-(1) The liquidator shall, at 
such times as may be prescribed but not less than twic~ 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 ns he or the 
pr:-rson appointed by him may require. 

(2) The Liquidator shall cause a summary of audited accounts to 
be prepared and shall send a copy of such zummary 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 
transactions subsequent to his taking over the affairs of the society 
and may be · proceeded against as if it were an offence under 
sectlon 85; 
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106. Liquidator's report.-(1). The Liquidator shall, as SOO!l aa 
practicable but not later than SIX months from the date of th~ order 
made under section 99 submit a preliminary report to the Registrar, 

(a) as to the estimated amounts of assets ~nd liabili~ies, giving 
separately under the heading of assets, parhc~lars o.f (I) ?~sh and 
negotiable securities; (ii} debts d~e from COJ?-tnbut~mes; (m) debts 
-due to the societv and securities, if any, available m respect there
of; (iv) movabie and immovable properties belonging to the 
society and (v) the liability of members, past ~embers, ~eceased 
members, and officers, past officers and deceasea 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. 

Expl"anation.-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.-(!) Where the 
order for winding up a Society has not been withdrawn under 
section 102 the winding up proceedings of the 5ociety 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 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 ~he 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 of 
the final report from the Liquidator. The final report of the liquida
tor shall state that the liquidation proceedings of the society have 
been closed and how the winding up has been conducted and the 
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:Property of and claims ctf 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 paying 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 liquidator, 
·shall direct the Liquidator to convene a general meeting of the 
members of the society for recording his final report. 

108. Effect of cancellation of registration.-( 1) On the termina
tion 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 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 
:on any of them. 

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 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 shalJ 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 af public utility and of local interest, as may be 
recommended by the members in general meeting held urider 
section 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 in section 2 of the Charit;:ble 
:Endowments Act, 1890. 
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CHAPTER IX. 

FARMING SOCIETIES. 

110. Application of this· Chapter.-This chapter shall apply t.;r· 
farming societies including better farming societies, tenant farming. 
societies, joint farming societies, 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 also apply to any other class of societies and there
upon they shall apply as if such societies were farming societies. 

111. Regist?·ation.-(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 economically 
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) na 
farming society shall be registered unless 66 per cent. c/ 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 con
sent to the making of the schems. 

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 tht> 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) Subject 
to the provisions of section 49, any outstanding demands or dues 
payable tu a farming society by any person, whethe)." he is a member 
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07 not in respect of any rent shares, loans, contributions or any other 
nghts or amounts payable by him to such society shllll be a first'. 
charge upon ~s intere~t in the crops or other agricultural produce· 
on th~ land .mcluded m th~ area. of operation of 3Uch society and 
of whwh he J>: an owner or m whJCh he has interest as a tenant. 

(2) Any sum due to a society under sub-section (1) shall on the· 
ap~lic.ation being made by such society for recovery, be rec~verable 
as 1f 1 t were dues to be recovered under section 93. 

114. Power to exempt farming societies [1·om provisions of 
Chapter 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-r.perative 
Societies Act, applicable to societies in any of the component parts 
of Bombay State, before· this Act comes into force, ~hall be deemed 
to have been validly registered under this Act, notwithstanding that 
any of the provisions of Chapter IX as to registration have not been 
complied with: 

CHAPTER X. 

LAND MoRTGAGE BANKS. 

115. Appiication of this Chapter.-(1) This Chapter shail 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 incluaes the Saura.>htra Central 
Co-operative Land Mortgage Bank, Limited, and the Vidarbha 
Co-operative Bank, Limited, and "mortgage bank" means a pnmary 
co-operative land mortgage bank registered or deemed 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 mortgage bank and any other' 
co-operatiH' 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 po;rpose of· 



45;,; 

:Securing the fulfilment of the obligations of the State Land Mortgage 
Bank to the holders of debentures issue_d by the State Mortgage 
Bank. 

(2) 1'he Trustee appointed under sub-section (1) shall be a corpora
tion, sole, by the name of the Trustee for the debentures in respect 

·of which he b appointed, and, as such, shall have the perpetual 
.succession and a common seal and in his corporate name shall 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 modified from time to 
·time by mutual agreement 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 
busines~. 

(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. Gua1·antee 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 ~.he State Legis
'lature, increase the maximum amount o! any guarantee given under 
·.sub-section ( 1). 
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(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 pr1ncipal 
newspapers in the State and of other States in India as the State 
Government may select in this behalf, discontinue 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 ol 
the publication of the notification in the Official Gazett~ : 

Provided that the withdrawal, restriction or modification t.f c:ny 
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 referred to in sub-section (3) shall,. 
where the maximum amount of guarantee is to be restricted, or the 
conditions subject to which the guarantee is given are to be modifi~d, 
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 Stale 
Mortgage Bank for a specified period the repayment of loan to the 
extent of the excess where the loan given by the State MortgP.ge 
Bank or a Mortgage Bank to a member for the development of any 
land is in excess of the amount of the loan to which such member 
would be entitled on the basis of the value of the land as d~rmined 
in accordance with the principle of valuation approved by the 
Registrar. 

119. Vesting of property in Trustee and debenture holders' charge 
on assets.-Upon the issue of debentures under the provisions of 
sub-section (1) of section 117 the mortgage and assets referred to in 
sub-section (3) of section 117 held by the State Mortgage Bank shall 
vesi in the Trustee and the holders of debentures shall 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 Stale 
Mortgage Bank or of the Trustee. 

120. Priority of mortgage.-(1) A mortgage executed in favour 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 olhe~ 
law for the time being iR force, granted after the execution of the 
mortgage. 

(2) Notwithstanding anything contained in the Bombav Tenancy 
and Agricultural Lands Act, 1948, or any other Jaw for the ·time l:eing 
ia force where a mortgage is in respect of land in which a tenant 
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has an interest, the mortgage may be against the security ()! such 
'interest and the rights of the mortgagee shall not be affected by the 
failure 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 mOJ:tgage bank. 

121. Mor'tgages executed in favour of mortgage b{l.nks to st::md 
vested in State Mortgage Bank.-The mortgage executed in favour of, 
and all other assets transferred to, a mortgage bank, by the members 
thereof shall, 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.
Notwithstand;ng anything contained in 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 m 
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 mo1·tgago1·.
( 1) Where a mortgage is executed in favour of a mortgage bank for 
payment of prior debts of the mortgagor, tile mortgage bank shall, 
notwithstanaing anything contained in the Transfer of Property 
Act, 181iJ, by a notice iri 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 l!UCh 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 
the 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 
to receive payment of the amount offered by the mortgage bank 
towards 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.~ 
C!> Where a mortgage .is executed in fa\'Our of a mortgage bank 
e1the: before or after the commencement of this Act and is called in 
-q~esbon on. the ground that it ·was executed by Manager of a joint 
Hu~du fam1~y for a purpose not binding on the members, whether 
m~Jor or ~mor, thereof, the burcfen of proving the same bhall, 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 quest:on and shall be binding on every member C'f snch 
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 r:xetution ·of the mort
gage, without the previous permission of the bank which may be 
subject to such conditions as the bank may impose, to tra.1s f<cr or 
mortgage his equity of redemption or lease such pror;erty : 

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 accords its consent under 
sub-section (1) it shall send an intimation thereof ,o tllc Trustee 
appointed under section 116. 

126. Power cit_ 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
fened ; and 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 proceeding for the recovery c-f the 
moneys due under the mortgage. 

127. Power of Mortg.age Bank where mortgaged prope1·ty is 
destroyed or security becomes insuffi.cient.-Where any rwperty 
mortgaged to a Mortgage Bank is wholly or partially destroyed or the 
security is rendered insufficient for any other reason and the 
mortgag(Jr, having been given a reasonable oppcrtunity by the 
Bank of providing further security enough to render 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 to 
repny such portion of the loan, the whale of the loan shall he deemed 
to fall due at once and the bank shall be entitled to take r '!tion 
against the mortgagor under section 128 or section 129 for the 
reco\"ery thereof. 

Explanation--A security shall be deemed insufficient within the 
meaning of this Section unless the value of the mortgaged property 

·exceeds tne 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. 
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128. Power to distrain.-If any sum due as . an inst~ment or 
part of an instalment payable under a mortgage execute~ m favo1:1r 
of a mortgage bank or the State Mortgage Bank has .remamed 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 reve~ue 
or any other Government dues in respect of land mortga!led by h;m, 
the Mortgage Bank or the State Mortgage Bank has paid the same· 
according to the Government -demand, the Mortgage Bank ~r the· 
State Mortgage Bank may, in addition to any otlier remedy ava1lable 
to the Mortgage Bank, apply to the Regis.trar fnr the recovery of suchc 
sum by distraint and· sale of the prod,uce of the mortgaged land 
including the standing crops thereon and on ~ts' furnishing the St~te
ment of accounts in respect of arrears the Registrar may, after makmg 
such enquiries as he deems fit, grant certificate for the recoYery 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 
reooverable in the same manner as is prescribed under section 95(3).· 

1~9. Sale of Mortgaged Property.-(1) Notwithstanding anything 
contained in the Transfer of Property Act, 1883, _ o'r the Trustees. 
and Mortgagees Powers Act, 1886, the Mortgage Bank or any 
persons authorised by it in this· behalf shall, in case of <lefault. 
&f 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 mortgaged property is situated or at !the· 
nearest place of public resort without the intervention o! the Couct : 

Provided that no action shall be taken under sub-section ( 1 i 
an<i• no such power sh!ill be Q~Cercised unless and ilntil-

(a) the mortgage bank has been previously authorised to· 
exercise the power conferred under sub-section ( 1) after hearin~ 
the objections, if any, of the. mortgagor or mortgagors, 

(b) notice in writing requiring payment -of such mortgaged' 
money or part thereof has been served upon-

(i) 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 t~ rooeem, the same· 
110 far as known to the Bank, 

(iii) any surety for the paymen.t of the mortgaged debt or 
any part thereof, and 

(iv) any creditor of the mortgagor who has in a suit for 
administration oj. 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. 
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(2) If the mortgage bank fails to take action against a defaulter 
under section 127, section 128 ·or under this section the State 
Mo:~tgage Bank may direct the Mortgage Bank to take appropriate 
actron and where no actwn 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 provisions of this Chapter 
and of any Rules prescribed shall apply in respect thereto as if all 
references to the Mortgage Bank in the sa,id provision were rderence 
to the Trustee. 

130. Right of Mortgage Bank to buy mortg~ged 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 t_o purchase any mortgaged property sold under 
this Chapter, and! ·in accordance with Section 97 of this Act and 
the property so purchased m.ay be disposed off by such bank by 
s.ale within such period as . may be fixed by the Trustee. 

(2) Nothing .in the Bombay Tenancy and .Agricuitural Lands 
Act, 1948, cr any other law for the time being in force,. fixing 
a maximum limit of agricultural holding shall apply to the acquisi
tion of 1and by a Mortgage Bank ·or the State Mortgage.Bank under 
sub~section (1). 

131. Application- to set aside sate.-( 1) On effecting the sale by 
a Mortgage Bank under 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 andl the result of the sale and the State Mortgage I!ank, 
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 prescribe{! 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 s·~cl)on 12!1(2) 
he shall, in the prescribed manner, submit to the Registrar a report, 
setting forth the 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 shaH thereupon 
become absolute, 

Explanation.-The Registrar shall not confirm a sale if the State 
Government informs. him that it .claims ta t(lke the property at the 
sum last bid ano 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 sale proceeds.-( 1) The proceeds of every sale 
effected under Section 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 oi: 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 the property sold or if there are more such 
persons than one, then. to .such .persons u!*Jn 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 ther~ 
after shall be, valid and. effectual ag;~inst any demand. relating 
'thereto made 'upon the mortgage bank by the mortg-agor or by any 
other person. 

(3) AriY' 2erson dissatisfied with the decision of the Mortgage 
Bank in regard' to the. distributio~ 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 righ:t 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 
shall nqt proceed with the distrijbution 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, da.livery of property ana 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 his 
register relating to· immoveable property. · 

(2) (a) Where the mortgaged property sold is in the occupancy 
of the mortgagor or of some person Qn his behalf or some person 
claiming under a title createa by the mortgagor subsequent to 
mortgage in favour of the State Mortgage Bank or the Mortgage 
Bank and a certificate in respect thereof 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 perS(Jn 
whom he may appoint to receive delivery on his bE>half, in pc.sses
sion 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 and after notice to sucn 
tenants or other persons, order the delivery <o be made by allixing 
copy. of the certificate of sale in conspicuous place on the property 
and proclaiming to the occupant by beat of urum or other customa.-y 
mode at some convenient place that the right, title and interest of 
the mortgagor nave been transferred to the purchaser. 

( 3) Where any property is sold in the exercise or pu;ported 
exercise of a power of sale under Section 129, the title of the 
purchaser shall not. be questioned on the ground that the circum
stances required for authorising the sale had not arisen Gr due 
notice of the sale was not given o: the power of sale .was not given 
or the power of sale was otherw:se improperly or irregularly 
exercised : 

Provided that any person who -has suffered ·any damage by an 
unauthorisea, improper or ir>egular e:ltercise 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) N<>twithstanding any
thing 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 regi&tered offi~e in 
any proceedings connected with the registratior. of any instrum~nt 
expcuted by him in his official capacity or to sign as provided in 
section 58 of that Act. 

(2) Where any instJ:ument is so executed, the Registering Officer 
tb 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 notice.-( l) Whenever under the provisions of this 
Chapter a notice is r.-quired to be given to any person in writing it 
sha!l be sufficient to send such notice by registered post. 

(2) The provisions of sections 102 c>nd 103 of the Tr· nsfer of Pro
oerty Act, 18B2, and of any rulP• ll"aoe und·e~ section 104 thaeof 
for carrying out the purpose of the ~ections, sha 11 aoply so far as 
may be in respect of all notices to be served under this Chapter. 

t.-8 Qb 2437-31 
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136. Officers of Banks not to bid at sales.-At any sale of inovable 
or immoveable property, held under the provision$ of this Qhapter,_ 
no .officer or employee of a mortgage bank or the S~ate ~~Iortgage . 
Bank, except on behalf of the Bank of which he is an. officer_ or. an 
employee, and no pers~:m ha~g any d~ty. to perfo_rm m connectl?n 
with such sale shall e1ther d1rectly or md1rectly b1d for, or ac:qUire 
or attempt to acquire or attempt to acquire any interest in, such 
property. 

137. Constrv.ction of references to other Acts.-All references to 
the Hyderabad Land Mortgage Banks Act, 1349, F., t~e. Central. 
Provinces Co-operatil[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 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 ar1ything 
done or any proceeding commenced in pursuance of any such enact
ment on or after the date on which this Chapte!· 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 re.ference in such enactment 
to the Hyderabad Land Mortgage Banks Act; 1349 F., the Central 
P10vinees Co-operative Land Mortgage Banks Act, 1937, and the 
Saurashtra Co-operative Land Mortgage Banks Act or any other Act, 
Central or State, for the time· being in force in the areas cqmprising 
the Bombay State as on November 1st, 1956 or thereafter, had been 
the reference to this Chapter and no such thing or proeeeding shall 
be deemed to have been invalid on the grouni that such enactment 
did net refer to this Chapter. 

CHAPTER XI 

OFFENCES AND PENALTIES. 

138. Prohibition of the use of the word "Co-ope1·ative ".-( 1). No 
person, other than a society registered under this Act and a person or 
his succe~sor in interest of any name or title under which he traded or 
carried on business at the date on which this Ad comes into opera
tion, shall, without the sanction of the State Government function 
trade or carry on business under any name or title of :.Vhich th~ 
word "Co-operative " or its equivalent in any Indian language forms 
part. 

(2) Every person who is a member of a socid~· formed in contra
vention of section 11(2) of this Act and evel'Y person contravening 
the provisions of sub-section ( D shall be punishable with a fine 
which may extend to Rs. 500. 

139. Offences.-It shall be an offence under this Act, if-
( a) & committee of a society with .l working capital of 

Rs. 50,000 or more or an officer or a member thereof fails without 
any reasonable excuse to give any notic~. send an;r return Qt' 
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document, do or allow to be done anything, which the Commi~tee, 
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 furnish any infor
mation required for the purposes of this Act by the Registrar or 
other person duly authorised by him in writin~ in this behalf; 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 sociecy 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 forma
tkm 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 

(f) a person collecting the share money for a society in forma
tion makes use of Jhe funds so raised for conducting 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 officer or member thereof 
fails to comply v,rith the provisions under section 63(2), (3) and 
(4); ()r 

(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 name of any other per
son; or 

(i) an officer or member destroys, mutilate~, alters, falsifies or 
secrets or is privy to the destruction, mutilation, alteration, falsi
fication or secreting of any books, papers or securities, or m~kes, 
or is privy to the making of any false or fraudulent entry in any 
register, book of accotlnt or document belonging to the society; 
or 

(j) tln 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 b the sociecy 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 sectio'1 89 ; or 
t,-a Qb 2437-3la 
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(m) a member ~ral,jdulently .disposes l()f ·property over which 
the st'ciety 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 intentiO!J of evading the dues 
of the society ; or 

(n] any employer and every director,· ·manager, secretary or 
other officer or agent acting on behalf a£ such employer who, 
without sufficient cause, fails to comply with section 51(2) ; or 

(o) an officer or member of a society 01! ·any person does any act 
OJ' omission declared by the :Rules to be an offence. 

F..xplanation.-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 
a; 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 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 I·eferred to in 
Sectiort 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 exceeding five hundred rupees provided that he 
is eonvicted 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) witn 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 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 ccnvicted of an offence referred to in 
section 139( i) ; or 
. (j} with fine not exceeding five hundred rupees provided that hQ 
loi <'OlWlc:ted of an off·mce referred to in i:C."ction 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 

(l) with imprisonment. for a term which may extend to six 
months or with fin.e not exceeding five hundred rupees or both 
provided that he is tonvicted of an offence referred to Ill 
Section 139(!) ; or 

(m) with. imprisonment for a term which may extend to six 
months or with fin~ not exceeding· one thousand rupees or both 
provided that he is convicted of an ofrence referred to in 
Section ·139( m) ; or 

(n) witli imprisonment for a tum which. may extend to one 
month or yrith 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 rupee$ 
provided that he is convicted of an offence referred to in 
Section 139( o ). · 

141. Cognizance of offences.-( l) 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 this Act shall, for the purposes of the 
said Code, be deemed to be non-cognizable ; 

(b) it shall be lawful for a Presid~ncy Magistrate 01 a Magistra~e 
cf 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 th~ 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. 

CHAPTER XII 

APPEALS Al'ID REVIEW. 

142. Bombay State Co-operative Tribunal.-(1) The State Govem
ment shall constitute a Tribunal, called the Bombay State Co-operative 
'l'ribunai, to exercise the functions conferred on the 'l'ribunal by or 
under this Act. 

(2) The Tribunal shall consist of not more than four members 
possessing such qualifications as may be prescribed. 



4M 

(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 consiste~t with the 'provisions of 
this Act and rules made thereunder, for regulat,iP.g its procedure 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 the record of any 
proceedings in which an appeal lies to it for H~e 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 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 mas 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 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. 

Explnnatwn.-The Tribunal hearing an appeal under section 93 
l>ilall exercise all the powers conferred upon an appellate court by 
.section 97 and order 41 of the Civil Procedure Code. 

1~3. Review of orders of Tribunat.-(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 
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 revised 

unless notice has been given to the parties interested to appear and 
be h!'>ard in support of such order. 
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(2) An applica.tio;U for review under sub-section (1) by any party 
shall be made w1thm 90 days from the date of the commun.icaticn of 
the order (}f the Tribunal. 

144: Tribunal to have. powers of civil court.-( 1) In exercising the 
functions confeqed on It by or 1.111der. this Act, the Tribunal shall 
have t,.e. same powers as are vested in courts in respect of-

(a) proo!of :facts by·· affidaVits; 
(b) sum~onhi.g'.and enforcing the attendance of any person and 

examining him on oatil ; 
(c) compelling the production of documents; and 
(d) issuing commissions for the examination or witnesses. 

(2) In the case of .any such affidavit, any officer appointed by the 
Tribunal in this behaU may administer the oath to the deponent. 

145. Appeat-(1) An appeal against an order ~r decision under 
Sections 10, 13, 14, 17, 18, 19, 30, 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 Re_gistrar are conferred, to 
the State Government ; 

(b) if made or sanctioned by any person other than the Registrar 
or the Joint Registrar on whom the powers of the Re:gistru.r are 
conferred, to the Registrar. 

(2) An appeaJ 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 withil) 
two months of the date of communication of the order or Jccision. 

( 4) Save as provided in this Act, no appeal shall lie against any 
order; decision or award passed in accordance with this Acl, and 
every such order, decision or award 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. 

146. E:rtension of period of limitation by appellate authority in 
certain cases.-In all cas~s 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 authority may admi: 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. 
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j 47. Power of State Govern'!Fent and t_he Registrar to call. for 
proceedings of subordinate officers and . to pass order:; thereon.
lbe State Government and the Registrar: may call.for alid examjue the 
r<"tord of any inquiry or the proceedings of any pfficer .subordinate 
to them except those referred to in sub-section (7) .o~. s~ction 142 for 
the purpose of satisfying ,themselves as to the leg;~.lity. o:r propJ?iety 
of any decision or order passed and as to the reguiarity of the pro,ceeq
ings of such officer.. I£ in any case, it shaH 'appear. to the State 
Government or the Registrar· that any decisjo'p ·or .. order or proceed
ings SO called for should be modified, annulled' cOr re_versed, the 
State Government or the Registrar, as the ~ase may be, m.ay r-ass 
such order thereon as to it or he may deem . .fit. 

CHAPTER XIII. 

M:csCELLANEOUS. 

148. Registrar and other officers to be public ser:vant.s . .;;... 
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 4iquidl!tor 
under section 99 or as a nominee or board of nominee under. sec-· 
tion 87, or authorised under section 75(1) to audit the ac.counts of 
a society, shall be deemed to be a public servant withil! the meaning 
of section 21 of the Indian Penal Code. 

H9. Indemnity for acts done in go.~d faith.-. No >!i!At. pr.o&ecution 
or other legal proceedings shall lie against the Registrar. or any 
person subordlnate to him or acting on his authority, in respect o£ 
anything done or purporting to have been done by him under this 
Act in good faith. · 

150. Recovery of sums due to the Government.-(!) All sums due 
from a society or from an officer or member or past member or 
a deceased member of a society as such to the Government may. be 
recovered according to the law and under the rules for the time 
l;leing in force for the recovery of arrears of lana revenu"!. 

(2) Sums due from a society to the Government and. recoverable 
undEr sub-section (1) may be recovered, firstly, from the property 
of the society, secondly, in the case of a society of which the liability 
of. the members is limited, from the members or past members or the 
e~\ate of deceased members, subject to the limit of their liability·; 
~rtd, 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 
shall in all cases be subject to the provisions of section· 33, 



151. Power to_. exempt .societies from provisions of Act.-The 
?tate Gove:nment may, l;>y ~eneral or special order ;o be published 
lll the Officwl .CJ:a?E!tte, exe~\Pt' any society or class of s0cieties from 
any of t)le pru.v:1~1ons. o~ th1s Act, or may direct that such provisions 
shall l!PPJ:Y to. such soc1ety or class of societies with such modifica
tions as ·may_ b'e.specified in the· order:· provided that no order to 
th7 prej_udice ofan:Y:soc~ety shall be passed without any opportunity 
bemg g1ven to suc,h .socJety to represent its case. 

152. Compa?iies: 4ct not to apply.-The provisions of the Com
panies Act, 1956, shan· not apply to societies registered under this 
Act.· 

153. Bm-nches,._etc. .. ·_of societies outside the State.-(1) No society 
other than a society" registered under this Act ·shall Gpen a branch 
or a place of busines_s outside Bombay State and no co-operative 
society registered under · any law in any other State shall open 
a bi:anch 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 
A.J:t, .~h;;~l1 within. 3 months from the commencement of this Act, or 
from the opening of such branch or place of business, file with 
the .JWgjstrar a certified copy of the bye-laws and amendments ~nd, 
if these are not written in English language, a certified transl;~tion 
in English thereof, and shall submit to tlie Registrar sucb returns 
and information as are submitt~d 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 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 
pf residence of the plaintiff and the relief which he claim:;, 11nd lhe 
plaint shall .contain a statement that such notice has been so 
delivered or left. 

155. Rules.-(I) The State Government may, for th~ ;vhole Ot 
.any part of the State and for any society or class of SIJCJetlcs, m_ake 
rules for the c:onduct and regulation of the business of such iOCII'!tY 
or class of societies and for carrying out the purpose of this Act. 

(IT) 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 appomtcd 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 registration 
of a society and the procedure in the matter of such applica!
tions; 

(3) prescribe the matters 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 makfug, altering and abrog!lting 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 procooure for calling, holding and conducting 
a meeting undler 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 inaividual members to society members 
in such society or class of societies andl the proportion of individual 
members to society members in the committee of such society 
or class of societies ; 

( 8} subject to the provisions c;£ 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 )oint Hindu undivided family, and minors and 
persons of unsound mind inheriting the share or interest of 
deceased members and provioe for their rights and liabilities. 

(10) provide for the withdlrawal, 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 pr interest ; 

( 12) ·provide for the nomination of a person to whom the share 
or the interest of a deceased member may be paid or transferreil ; 

_(13) provide for ascertaining the value of a share or interest 
of a past member or deceased member; 

(14) prescribe the payments to be mad;e 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 !en:t 
to an individual member ; 
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( 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) provid_e for the form~ti~D; and maintenance of a register 
of members, and vz!lere the liability of the members is limited by 
shares, o_f 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 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 adoptl'd by a society with 
limited liabi)ity ;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 
Government may subscribe to the share capitBl of and guarantee 
the p_ayment of the principal of and 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 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 ag!linst different classes of securities or without 
security and the proceaure for granting loans ; 

(23)i 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 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 satisfac
tion; 

(27) provi<ioe for .giving reasonable notice of the charge under 
Section 50; 

(28) prescribe the procedure by which a society shall calculate 
and write off bad debts ; 

(29) prescribe the sums which, in addition to those referr~d. to 
in Section 53( 1), shall be deducted from profits before amvmg 
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 apphed, and for the 
investment and\ use of any fund including. reserve fund under 
the control of a society ; 
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buted as dividend and bonus among the members and non-members 
of a society under Section 55 ; 

(3;?) prescribe the rate at which. a society shi!ll 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 funil ; 

(34) prescribe. the mode of investment of funci!s 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 tQ any provident 
fund which may be established by a society for the benefi~ of 
officers .and servants employed by them and for the administra
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 
l!onditions 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 
pe disqualified from voting ; 

!40) provide for the appointment, suspension and removal ofthe 
members of the committee and other officers and for the appoint
ment of administrator under section 70 and prescribe procedure at 
meet!ngs of the committee and for the powers to lie exercised and 
the duties to be performed by the committee, administrator and 
other officers ; 

(41) prescribe 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 oowers 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 
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 which 
copies of documents and entries in· booKs of societies may be 
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certified and the charges to be lev~ed 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 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 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 dellnquent 
promoters under section 85 and for recovery of cost and damages ; 

(53)' prescribe the manner in which appointment shall he 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 
Registrar or his nominee or board of nominees and for nx:ng, and 
le\'ying the expenses for determining the dispute and for -,;nforc;ng 
the decisions or awards in such proceedings ; 

(55) prescribe the form in which a dispute :;hall be referred to 
the Registrar ; 
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(56) p.Mvide 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 
pt:operty 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:x;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 whicli 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 member 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 of 
debentures, issued by a society to which Chapter X is :1pplicable ; -

(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 ~hich 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 
the conditions on which an attempt of sale may be abandoned ; 
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( ii) the method of calculating the expenses [ncidental 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 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 ; 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 whjch property ·purchased by a mortgage bank at 
a sale of immovable property 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 niay exercise and the expenses 
Qf management and remuneration which he may receive. 

(75) prescribe the circumstances in which action may be taken 
by a mortgage bank against a mortgagor under sectio)l 1:2.9(2) ; 

(76) prescribe the procedure to be followed in 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 to 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 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, 1925 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 w:th 
the R;utch (Application of Ltlws) Order, 1949, or the Co-operative 
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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 ·\lntil· altered 
or rescinded. 

(2) All appointments, rules. and orders made, notifications. and. 
notices issued and suits· and 'qther proceedings. instituted under t!Je 
said Act shall, so fat as may be; be deemed to ha:ve been respectively 
made, issued and instituted under this Act. 

157. Cons~ruction. o.f references·. of Co-operative :societies- Act in 
enactments.-All references to the ·Co-operative Societies Act, 1912, 
the Bombay Co-operative Sot:ieties Act, ·1925 -a~d .to any -otli~ Co
operative Societies Act applicabliUo 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 parf of the State .of Bombay, 
shall; irt the application, to the ·said State, or part :of State of _any. such 
enactment, be read and. construed as referE;nces ~0 t!iis Act and any
thing done or any proceeding commenced in pursuance of any such 
ertactment on or after the date on whicli this Act ·shall have conie into 
operation shall.be deen1ed 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 eo~operative 
Societies Act, 1925, and such other Acts as had· be.en in. force prior 
to reorganisation of the State in the State in the component. patts 
of Bombay State had been the reference to this Act and -no such 
thing or proceeding shall be deemed to have been_ i,nvalid. on the 
ground that such enactment did.not refer to this Act. 

'158. J{epe~l.-The enactments specified in the SChedule·a·re hereby 
repealed· in so 'far as they apply to Bombay Sta:t~ to the. extent :speci
fied in the fourth column of the said Schedule: 

Year. No. 

SCHEDULE. 

Enactments repealed. 

(See Section 158.) 

Sltott tittc. Enaolme:Jltc of 
TOj><'a\. 

1925 VII .. The Botnbay Co-Ope-r.ative Sncietieu.Act, 1.925, ns ·amend- The "tthole. 
ed up-to-date. · 

1912 II The Co-operath·e Societies A('t 1912, as applied to 'lhB whole. 
Vidnrbba. ' 

1952 XVI Th• Hyderabad Co.operative Sooietjes Act, 1952, The whole. 
Tbe Bon1 bny Co-operative Societies. Act, 1925. ~earl 'I he who1e. 

with the Kutch (AppliMtion of La \Is) Order, 1949. 
Tbe BoL•bay C'l'·Op"ritive Sf"C!ietin Act. 19215, ns Th£' "btl ..... 
· n?ap~f>d a 1d ar pliej to the Ftnte of Sn.urrrhtrt". 
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