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Preface

The first Co-operative Law of India The Co-operative Credit
Societies Act, 1904 was passed on 25" March 1904. Agricultura
Didrict in Karnataka was the first cooperative of Gadag Didgtrict in
Karnataka was the first cooperative society formed under First
Cooperdtive law of India. Thiswas launched on 8" July 1905 by the
villagers of Kanaginahdli under the leadership of Shri Siddanagowda
Sanna Ramanagowda Petil with the initia share capitd of Rupees two
thousand.

But thishad very limited scope covering just the credit cooperative
Societies. Later in 1912, The British Government enacted the
Cooperative SocietiesAct, 1912 which had wider scopefor other types
of cooperative Societies to function. When the cooperatives were
brought under the list of Provincia Governments in 1919, the Act of
1912 was a modd for al provinces to enact their own Cooperative
Act. Soon After independence many states brought their own cooperdtive
laws. At the nationd level, aMulti Sate cooperative societies Act was
enacted.

In the past Independence period, crores of rupees were spent on
popularizing the Cooperative Movement and make it a successful
venture. The Centrd Planning Commission redlized thet the cooperative
sector failed with much less drastic change that was expected. The
effort and the funds invested went in vain and as this was redlized, the
Ardhanareswaran Committee wasformed, The Committeeinitsreport
in 1987 after studying declared that the Cooperative Movement has
faled in the Country because of the heightened Intervention of the
Government in the affairs of the Cooperdtives.

Readlizing the need for the growth of the sector that promotes the
economic development of the people requiring the voluntary participation
intheaffarsthe planning commission formed another Commission under
the ableleadership of Sri Choudhary Brahmaprakash, ThisCommisson
presented amodd CooperativesActin 1991. The Central Government
circulated thismode Act to al states with an advice to incorporate the
same as it ensures more power to the members, more member



participation and less government intervention in the affairs of the
Cooperatives. Karnataka came out with The Karnataka Souharda
Sahakara Act, 1997 framed on the lines of the Model Act given by Sri
Choudhary Brahamaprakash committee.

The Act cameinto force from January 1, 2001. Till date morethan
2500 cooperatives are registered under this Act. Karnataka Souharda
Federal Cooperative Ltd., the statutory regulatory body under the Act
isadso functioning Snce twele years.

Recently both houses of legidature of Karnatakahave passed some
amendment to the Karnataka Souharda Sahakari Act, 1997 by
Karnataka Souharda Sahakari (Amendment) Act, 2012. The Federd
Cooperative is publishing the Act with dl amendments incorporated.
Along with Act, Order delegation of power by state government,
carification regarding Membership in DCC Banks and some other
important orders aso included. We hope this Book will be useful for
Cooperators and thus strengthen the cooperative movement.

Publisher
20 September 2013
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STATEMENT OF OBJECTSAND REASONS

Act 17 of 2000.- The Karnataka Souhardha Sahakari Bill,
1997 among other things provide for,

(1) the recognition, encouragement and voluntary formation of
co-operatives based on sdf help, mutua aid, wholly owned,
managed and controlled by members as accountable,
competitive, self-reliant and economic enterprises guided by
co-operative principles specified therein;

(2) removing dl kinds of redrictions that have come to clog the
free functioning of the co-operatives and the controls and

interference by the Government except registration and
cancellation;

(3) promotion of subsidiary organisation, partnership between
co-operatives and also collaboration between co-operatives
and other ingtitutions,

(4) regigration of co-operatives, union co-operatives and Federal
Co-operative in furtherance of the objectives specified above;

(5) conversion of co-operative societies registered under the
Karnataka Co-operative Societies Act, 1959 as a co-operative
under the proposed legidation.

Hence the Bill.
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THE KARNATAKA SOUHARDA

SAHAKARI ACT, 1997
[KARNATAKA ACT No. 17 OF 2000]

(First Published in the Kamataka Gazette
Extraordinary on the 10th day of May, 2.000)

(Received the assent of the President
on the 28th day of March, 2000)

An Act to provide for recognition, encouragement and voluntary
formation of co-operatives based on sdlf-hep, mutua ad, wholly
owned, managed and controlled by members as accountable,
competitive, saf-reliant and economic enterprises guided by co-
operative principles and matters connected therewith;

Wheressit isexpedient to provide for recognition, encouragement
and voluntary formation of co-operatives based on sdf-help, mutua
ad, wholly owned, managed and controlled by membersasaccountable,
competitive, sef-reliant and economic enterprises guided by co-
operative principles and for matters connected therewith;

Be it enacted by the Karnataka State Legidature in the Forty-
eighth year of Republic of Indiaas follows-

1. Substituted by Act No. No. 4 of 2013, w.e.f. 11.2.2013.
@9 |



THE KARNATAKA SOUHARDA SAHAKARI ACT 1997

1.

Chapter - |
PRELIMINARY

Short title and commencement.- (1) This Act may be caled
the Karnataka Souharda Sahakari Act, 1997.

2

It shall come into force on such date as the State
Government may, by natification in the Officid Gazette,
gppoint and different dates may be gppointed for different
provisons of this Act.

Definitions.- In this Act unless the context otherwise requires;-

'@

(a1)

(@2)

(&3)

(b)

‘Apex cooperative’ means a co-operative whose
membership isopento co-operativesonly and whose area
of operation extends to the whole of the State.

‘Area of operation” meansjurisdictiond areafromwhich
the membership is drawn or as specified in the bye-laws
of the cooperatives.

‘Backward Classes meanssuch dassor dassesof citizens
as may be classfied as Backward Classes notified by the
Government from time to time.

‘Board’ means the board of directors or the governing
body of acooperative or afedera cooperative by whatever
name cdled, to which the direction and control of the
management of the affairs of the cooperative is entrusted
to;]

“Byelaws’ meansthe bye-laws of co-operativesregistered
or deemed to be registered under Section 5 and 11
including the bye-laws of the Federal Co-operative

A WD PP

Inserted by Act No. No. 16 of 2005, w.ef. 1.6.2005.
Inserted by Act No. 21 of 2004, w.e.f. 31.03.2004.
Substituted by Act No. 16 of 2005, w.ef. 1.6.2005.
Inserted by Act No. 4 of 2013, w.ef. 11.2.2013.
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THE KARNATAKA SOUHARDA SAHAKARI ACT 1997

(©

(d)

(€)

registered under Section 53;

“Chief Executive’ means any employee gppointed by the
board of a co-operative or Federal Co-operative by
whatever designation caled who discharges the functions
of a Chief Executive under the bye-laws of such co-
operative or Federa Co-operdtive;

“Chief Promoter” means a person eected at the meeting
of the promoters and authorised by the Regigtrar to collect
initid share capitd before regidration and who shdl take
al such necessary stepsfor the regidration of aco-operdive
Or union co-operative;

“Co-operative’ means a co-operative including a co-
operative bank doing the business of banking registered or
deemed to be registered under Section 5 and which has
the words * Souharda Sahakari’ in its name

Jand for the purposes fo the Banking Regulation Act,
1934 (Centrd Act 2 of 1934), the Deposit Insurance and
Credit Guarantee Corporation Act, 1961 (Central Act 47
of 1961) and the National Bank for Agriculture and Rura
Development Act, 1981 (Central Act 67 of 1981)”, it shdll
be deemed to be a co-operative soceity;]

?[(ee) “Co-operative Bank” means a Co-operative engaged or

having as 3[one of its objects], the business of banking.

4[(el) ‘Cooperative Election Commission’ means the

cooperative el ection commission congtituted under section
39AA of the Karnataka Co-operative Societies Act,

a b~ owbd P

Omitted by Act No. 4 of 2013, w.ef. 11.2.2013.
Inserted by Act No. 4 of 2013, w.ef. 11.2.2013.
Inserted by Act No. 21 of 2004, w.ef. 31.03.2004.
Substituted by Act No. 21 of 2004, w.e.f. 31.03.2004.
Inserted by Act No. 4 of 2013, w.ef. 11.2.2013.
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()

@

)

0)

@

(k)
(k1)

*[(KK)

‘1)

1959(Karnataka No. Act 11 of 1959);]

“Co-operative Principles’ meansthe co-operdiveprinciples
gpecified in Chapter X;

“Co-operative Society” means a co-operative society
registered under the Karnataka Co-operative Societies
Act, 1959 (Karnataka Act 11 of 1959);

“Co-operative with limited liability” means a co-operative
inwhichtheligbility of itsmembersfor thedebtsof the co-
operativein the event of itsbeing woundup islimited to the
share amount contributed by such members,

“Co-operaive with unlimited liability” meansaco-operative
whose members are in the event of its being wound up
jointly and severdly lidble for and in respect of dAl its
obligations and to contribute to any deficit in the assets of
the co-operdtive;

“Co-operative Y ear 1[*****]” meanstheyear commencing
from the first day of April;
“Deficit” meansthe net excess of expenditure over income;

‘delegate’ means amember of a cooperative to represent
that cooperative in other cooperatives|

“Deposit Insurance Corporation” means the Deposit
Insurance and Credit Gurarantee Corporation established
under Section 3 of the Deposit Insurance and Credit
Guarantee Corporation Act, 1961 (Centra Act 47 of
1961).]

‘Director” means an elected member of the board]

g~ wDdE

Substituted by Act No. 21 of 2004, w.e.f. 31.03.2004.
Inserted by Act No. 21 of 2004, w.e.f. 31.03.2004.
Inserted by Act No. 21 of 2004, w.ef. 31.03.2004.
Omitted by Act No. No. 4 of 2013, w.ef. 11.2.2013.
Inserted by Act No. 21 of 2004, w.e.f. 31.03.2004.

@' |



THE KARNATAKA SOUHARDA SAHAKARI ACT 1997

°[(1)

(m)

)

(0)

(P)

)
?[(ca)

(r)

°[(m)

‘Director of cooperative audit’ means the Director of
cooperative audit as defined in clause (a-4) of section 2 of
the Karnataka cooperative SocietiesAct, 1959 (Karnataka
Act No. 11 of 1959)]

“Federa Co-operative” means a Federal Co-operative
congtituted under Section 53;

“Financing Agency” means a co-operdtive or commercia
bank and includes any other body or corporation or
financid indtitution which givesfinancid asssancetoaco-
operdive;

“Generd Body” in relation to the co-operative means the
general body of al the members of the co-operative under
[ Section 23 and Section 53] and includes arepresentative
generd body of the members,

“Generad Meeting” meansameeting of the genera body of
the members of the co-operative or Federal Co-operative;

“Government” means the State Government;

‘Insured Bank” means a co-operative Bank having the
same meaning asassigned to it in clause (i) of section 2 of
the Deposit Insurance and Credit Guarantee Corporation
Act, 1961 (Central Act 47 of 1961).]

“Member” means a person who has contributed towards
the share capita of a co-operative before its registration
and includes a person admitted to membership after such
regidration in accordance with the Act, rules 3[and the
bye-laws and include a nomind 4[*****] member.]

“Nationd Bank” meansthe Nationa Bank for Agriculture

1. Inserted by Act No. 4 of 2013, w.ef. 11.2.2013.
2. Inserted by Act No. 4 of 2013, w.ef. 11.2.2013.
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©)

(®

()

?[(u1)

and Rurd Deveopment condtitutd under section 3 of the
Nationa Bank for Agriculureand Rural Development Act,
1981 (Central Act 61 of 1981).]

“Office Bearer” meansthe Presdent or .Chairperson, Vice-
President or Vice-Chairperson, [elected Secretary,
Treasurer or Specid Officer,] Adminigrator, Liquidator
and includes a member of the board or any other person
not being an employee empowered to exercise the powers
of an office bearer in accordance with the bye-laws;

"Primary Co-operative" means a co-operative whose
membership is not open to another co-operative;

"Regigrar” meansan Officer of the Government gppointed
under Section 3 to perform the functions of the Registrar
of Co-operatives and includes Additiond Registrars of
Co-operdtives, Joint Registrars of Co-operatives, Deputy
Regisgtrars of Co-operatives and Assistant Regigtrars of
Co-operatives appointed to assist the Registrar, while
exercigng dl or any of the powers of the Registrar under
this Act and includes any other person on whom dl or any
of the powersof the Regisirar under thisAct are conferred,

‘Representative’ means a person elected by a group of
individual membersof aprimary cooperative or asecondary
cooperativeto represent them and participate on their behal f
in the representative general body meeting of the
cooperative in accordance with this Act, or the rules and
the byeIaNs made there under;

a Body' mean

Inserted by,f\gf b}?nﬁérg)f WV@W%%ndary cooperatlve

Inserted by Act No. 21 of 2004, w.e.f. 31.03.2004.
Iné R byR%PW@‘W@f%W & Megiipgomeans ameeting of the

Rmumbermmtﬁ%vﬁ Gebiesh and candisciealin accordance with
RenumberRiQVi AaNSObihe Aok, the rutesancbihe bye-laws of the
SubstituteDEyREY NEOOREY by 2006 thce fSanondary. cooperdtive;]

I 0



THE KARNATAKA SOUHARDA SAHAKARI ACT 1997

(v) ‘Reserve Bank’ means the Reserve Bank of India
congtituted under the Reserve Bank of India Act, 1934
(Centrd Act 2 of 1934);]

2[(w) ‘Secondary Co-operative means a co-operative whose
membership is aso open to another co-operative)

3[(wl)‘State Level Cooperative means a cooperative whose
area of operation extends to the whole of the State;]

() ‘Surplus meansthenet excessof incomeover expenditure:]

5[(y) ‘Union Co-operative means a co-operative of [twenty]
or more co-operatives registered under Section 5.]

1. Inserted by Act No. 21 of 2004, w.ef. 31.03.2004.
2. Renumbered by Act No. 21 of 2004, w.e.f. 31.03.2004.
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Chapter - 11
REGISTRATION

3. Registrar, Additional Regigtrars, Joint Registrars, Deputy
Registrars and Assistant Registrars.-

@)

2

3

The Government may gppoint an officer of the Government
to be the Registrar of Co-operatives for the State.

The Government may aso gppoint as many officers of the
Government as Additiona Regigtrars, Joint Regigtrars,
Deputy Registrars and Assistant Registrars of Co-
operdives as it thinks fit for assging the Regidrar.

The Government may, by genera or specid order, confer
al or any of the powers of the Regigtrar under this Act on
the Additiona Regidrar, Joint Regigtrar, Deputy Registrar
or Assstant Registrar of Co-operatives.

4. Co-operatives which may be registered.- Y[(1) No Co-
operative shall be registered under this Act, Unless -

@
(b)
12
@

(b)

Its main objects are to serve the interests of the members
in the area operation.

Its bye-laws provides for economic and socia betterment
of itsmembersthrough saif hel and mutud adin accordance
with the co-operative principles]

Subject to the provisons of this Act where-

not less than ten individuds belonging to different families
intend to form a co-operative; or

a co-operative society which intends to convert itsdf into
aco-operdiveunder thisAct by passing aresolutioninthis
behdf; or

1. Substituted by Act No. No. 4 of 2013, w.ef. 11.2.2013.
2. Inserted by Act No. 21 of 2004, w.ef. 31.03.2004.

@& |
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(©

twenty or more cooperatives| registered under this Act
intend to form into a union co-operative by passing a
resolution in this behdf;

- they may be registered as co-operative under this Act.]

2[Provided that no co-operative shal be registered if it is
likely to be economicdly unsound or the regigtration of
which may have an adverse impact on the Devel opment of
the Co - operative movement.

Provided further that no Co-operative shdl be registered
under this Act asaHousing Co-operative Society shdl be
converted into a Housing Co-operative]

5. Application for registration of co-oper ative.- (1) Angpplication
for regigration of a co-operative shall be made to the Registrar
in such form and in such manner as may be prescribed.

(2) Every such gpplication shdl be accompanied by .-

@

(b)

(©

the origina and five copies of the bye-laws of the proposed
co-operative as adopted by the promoters of such co-
operdtive or by the representatives of co-operatives who
wish to form into a union co-operative or by the, generd
body of a co-operative society which intends to convert
itsdlf into a co-operative under this Act;

alig of namesof individuasor co-operativeswhich intend
to form a co-operative and in the case of a co-operative
society, alist of names of members of such society together
with the names of members of the committee containing
their addresses, occupation and financia commitments.

atrue copy of the minutes of the meeting a which the bye-
laws were adopted, duly signed by atleast a mgority of
individuas or promoters present or representatives present
at such meseting where the bye-laws were adopted, or in

1. Inserted by Act No. 21 of 2004, w.ef. 31.03.2004.
I O
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(d)

C)

the case of a co-operative society, a true copy of the
resolution and the minutes of the generd mesting;

acopy of the chalan for having paid the regigtration fee of
one percent of thetota authorised share capitd by whatever
name caled, subject to aminimum of five hundred rupees
and a maximum of five thousand rupees, and

in case of a co-operative society, documents to show that
the co-operative society has not received any share capita
and any loans or guarantee by Government or loans and
guarantee by any co-operative society.

(3) The Registrar shall, if he is satisfied thet,-

@

"[(c8)

(b)

(©)

the application is in conformity with the provisons of this
Act and rules,

the proposed Co-operative complieswith the requiremetns
of sound business and has reasonable chances of success]

the proposed bye-laws are in conformity with Section 10;
and

the name of the proposed co-operativeis not the same as
that of a co-operative aready registered under this Act or
is not the same as that used by a co-operative society
aready registered under Section 7 of the Kamataka Co-
operative Societies Act, 1959;

register the co-operative and also its bye-laws and send by
registered pogt acertificate of regidration and theoriging registered
bye-laws signed and sealed by him to the Chief Promoter
mentioned in the gpplication or to the co-operative society within
aperiod of ninety days from the date of receipt of goplication. A
copy of such certificate of registration dong with the copy of the
bye-laws shall aso be sent to the Federal Co-operative.

1. Inserted by Act No. 21 of 2004, w.e.f. 31.03.2004.
2. Substituted by Act No. No. 4 of 2013, w.ef. 11.2.2013.
@ |



THE KARNATAKA SOUHARDA SAHAKARI ACT 1997

[Provided that in the case of ?[a proposed] Co-operative Bank,
the regidration in terms of this section shall take place only with
the prior approva of the Reserve Bank.]

(4) If the conditions laid-down in sub-section (3) are not fulfilled,
the Registrar shal communicate by registered post the order of
refusdl together with the reasons therefor, to the Chief Promoter
or to the co-operative society, as the case may be, within ninety
days from the date of receipt of application.

(5) An gpped againg the order under sub-section (4), shdl be
made,-

(@ if theorder was made by the Regidtrar, to the Government;
or

(b) if the order was made by any other officer, to that officer's
immediate superior officer.

(6) If the Regidtrar fails ether to register or to refuse regigtration
within the period specified in sub-section (3) or (4), the co-
operative shdl be deemed to have been registered under this Act
after the expiry of the said period.

6. Certificate of registration.- (1) Where a co-operative is
registered or deemed to be registered, the certificate of regidtration
duly signed and sedled by the Regigtrar shdl be condusive evidence
that the co-operative mentioned therein, isaco-operative registered
or deemed to be registered under this Act.

(2) Notwithstanding anything contained in the Kamataka Co-
operative Societies Act, 1959, when a certificate of registration
is issued to a co-operative after converson of a co-operative
society into a co-operative, the registration of such co-operative
society under the Karnataka Co-operative Societies Act, 1959,
shdl be cancedlled by the Registrar with effect from the date of
issue of certificate of regidration under this Act.
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7.

10.

Co-operative to be a body corporate.- A co-operative
registered under this Act shall be abody corporate by the name
under which it is registered having perpetua successon and
common sedl. The co-operative shdl be entitled to acquire, hold
and dispose of property, to- enter into contracts, to sue and be
sued and to do dl other things necessary for the purpose for
which it is condtituted.

Regigtration with limited or unlimited liability.- A co-operative
may be registered with limited or unlimited ligbility. Where the
lidbility islimited, the expresson "limited” shdl be suffixed to the
name of the co-operative.

Display of names etc.- Every co-operative shdl display its full
name and the certificate of regidration issued under thisAct a its
registered office or place a which it carries on business. The
Regigtration number, name and address of its registered office
shdl be mentioned :-

& in al notices, other official publications and
correspondences;

(b) indlitscontracts busnessletters, order for goods, invoices,
statements of accounts, receipts and letters of credit;

(¢ indl bills of exchange, promissory notes, endorsements,
cheques and orders for money it Sgns or sgned on its
behdf; and

(d)  inthe corporate sedl.

Bye-laws.- (1) Subject to the provisons of this Act or rules,
every co-operative shal function in accordance with its bye-laws
which asfar as possble shdl adhereto the co-operative principles.

A wbd PP

Inserted by Act No. 21 of 2004, w.ef. 31.03.2004.
Substituted by Act No. No. 4 of 2013, w.ef. 11.2.2013.

Omitted by Act No. No. 16 of 2005, w.ef. 1.6.2005.

Inserted by Act No. No. 4 of 2013, w.ef. 11.2.2013.
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(2) The bye-laws of every co-operative shdl provide for the

following metters namdly:-

0]

the name, address and area of operation of the co-
operdtive,
the objects of the co-operative,

conditionsof digibility, disqudificationsfor, and procedure
for admission, withdrawal, removal or cessation of
membership including that of the directors and office
bearers,

Y (iiig) the rights, privileges, duties and liabilities of membership

)

)

(i)

(vii)

(viii)

(ix)
()

indluding those of 2[ nomind members]]

recruitment and conditions of service of gaff of the co-
operdive;
procedure to conduct the board meetings, rights of

members including the right to vote and contest for
eections,

the consequences of default in payment of any sum due by
a member to the co-operative;

the powers and functions of the general body and the
manner of dection of representative generd body, if any,
and matters which must be dealt with by the generd body
and by the representative generd body, if any;

the manner and frequency of convening generd meetings
and quorum required;

*Pooocq]

the composition of the board and number of office bearers
4[and the powers, functions and duties of the board;]

1 (x-a)the traveling dlowance, daly dlowance, stting fee and

1. Inserted bpther \blovsanegsoi 3he. diraatorsls.
2. Substituted by Act No. No. 4 of 2013, w.ef. 11.2.2013.
@k’ |
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(x1)

(i)

(xiii)

(xiv)

(xv)

(xvi)

(xvii)
(xwiii)
(xix)

(xx)

the extent and conditions for mohilisation of funds in the
form of sharecapitd, deposits, debentures, loansand other
contributions from its members other than Government;

the powers, functions and duties of the President or
Chairperson;

the powers, functions and duties of Chief Executive;

the terms and conditions on which the co-operative may
ded with non-members;

the manner of electing representatives to union co-
operatives and the Federal Co-operative;

the nature and amount of authorised share capitd of the
co-operétive;

the maximum shares which a member can hold;

the maximum dividend payable to members on paid up
share capitd;

the purpose for which the funds may be applied;

contribution towards Federal Co-operative Fund and the
condtitution of various funds and their purposes,

2[(xxi) approprietion of amount out of the net profit specificaly

for the following:-

(@ twenty five percent towards the reserve fund consti-

tuted by the co-operative;

(b) two percent towards the cooperative education fund

to the Karnataka State Souharda Federal coopera-
tive

provided that no cooperative which hasfailed to con-
tribute to the Cooperative Education Fund shall pay
dividend to its members.

1. Inserted by Act No. 21 of 2004, w.ef. 31.03.2004.
@y |
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(0 twenty percent towardsthe operationa reserveto meet
unforeseen losses or contingencies,

(d) five percent towardsthe Common Good Fund whose
purpose is approved by the genera body;

() conditution of, or contribution to, such specid funds
as may be specified in the bye-laws.

(f)  bonusnot exceeding two months pay to be paid to the
employees;

(9 dividend to the members]

(i) fixation of quantum and procedure to make good the

operationd deficiency incurred by the co-operative out of
its reserve fund and operationd reserve fund,

(i) the manner of appointment of auditors or Chartered

Accountants and their powers and functions;

(xxiv) the manner of disposd of funds when the co-operative is

under liquidation;

(xxv) the circumstances and manner of winding up of the co-

operative, and

(xxvi) any other matter whichisrequired to beor may be provided

a(©)

in the bye-laws.

Notwithgtanding anything to the contrary contained in this
Act, in the case of a co-operative Bank, the bye-laws
framed under sub-section (2) pertaining to acceptance of
deposits, borrowing of funds, maintenance of reservefund,
gopropriation of profit, grant of loan, fixation of interest
rate on deposits and advances, and such other activitiesas
mentioned in section 6 of the Banking Regulation Act,
1949 as gpplicableto co-operdtive societies shd |l be subject
to the provisons of the said Act, the rules, regulations or
directions made or issued thereunder from time to time by
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the Reserve Bank or the Nationd Bank.]

11. Amendment of bye-laws.- (1) A co-operative may amend any
of the provisons of its bye-laws, by a resolution passed by the
mgjority of memberswith right-to vote or two thirdsof the members
present and voting, whichever isless; a a generd mesting or at
a representative genera mesting:

Provided that no such resolution shall be passed unless not less
than twenty clear days of written 'notice of the meeting has been
given dong with a copy of the proposed amendment to each
member of the generd body or representative genera body, as
the case may be, and such notice and the proposed amendment
are dso displayed on the notice board of the co-operative for a
period of not less than twenty days immediately preceding the
date of the meeting.

(2) In case of amendment of its bye-laws by the co-operative, an
gpplication for the regigtration of the amendment with particulars
specified in sub-section (3), shdl be forwarded by registered
post to the Registrar within a period of thirty days from the date
of the resolution.

(3) Every gpplication forwarded under sub-section (2) to the
Regidrar, shdl be signed by the President or Chairperson and
shal be accompanied by three copies of the resolution adopting
the amendment dongwith the following particulars namely:-

(@ the date of the meeting a which the amendment was
approved;

(b) thetotal number of memberson theroll of the co-operdtive
who were digible to vote on the date of such mesting, the
number present a the meeting and the number of digible
members who voted for the resolution.

(c) Inthe case of Co-operative Bank, a certificate signed by

1. Inserted by Act No. 21 of 2004, w.ef. 31.03.2004.
@i |



the President or Chairperson, stating that the proposed
amendments are in conformity with sub-section (3) of
section 10.]

(4) If the proposed amendment isin accordance with the provisons
of this Act and rules, the Regigtrar shdl register the proposed
amendment within aperiod of ninety daysfrom the date of receipt
of the application.

(5) The Regidtrar shal communicate by registered post to the co-
operative within aperiod of fifteen days after regigtration; a copy
of the amendment so registered together with a certificate duly
sggned and seded by him and such cettificate shdl be conclusve
evidence that the amendment has been duly registered. A copy of
such certificate and registered amendment shdl lie sent to the
Federal Co-operative.

(6) If the proposed amendment is not in accordance with the
provisonsof thisAct and rules, the Regigtrar shdl refuseto register
the proposed amendment within aperiod of ninety days from the
date of receipt of the gpplication failing which the amendment
shdl be deemed to have been registered:

Provided that no order refusing the regidtration of such amendment
shall be made except after giving the co-operative an opportunity
of being heard.

(7) The Regidtrar shal communicate by registered post to the co-
operative, the order of refusal under sub-section (6) together with
the reasons therefor within a period of fifteen days from the date
of refus.

(8) An gpped againgt the order under sub-section (6) may be
made within sixty days from the date of the order,-

(@ if theorder was made by the Regidtrar, to the Government;
or

1. Inserted by Act No. 21 of 2004, w.e.f. 31.03.2004.
________________@w
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(b)  if the order was made by any other officer, to that officer's
immediate superior officer.

(9) An amendment to the bye-laws shdl comeinto effect from the
date of registration or deemed date of registration.

12. Changeof Liability, transfer of Assetsand Liabilities, Divison
and Amalgamation of Co-oper atives.- (1) A co-operdivemay,
by a resolution passed at its generd body:-

(&  decide to amend its bye-laws to change the form or the
extent of its ligaility;
(b)  decide to trandfer its assets and liahilities, in whole or in

part, to any other co-operative which by a like resolution
agrees to accept such transfer;

() divide itsdf into two or more co-operatives.

(2) Any two or more co-operatives, may, by passng aresolution
at respective general meetings, decide to amalgamate themsalves
and form a new co-operative. Every such' resolution of a co-
operdive shdl be passed a its generd meeting by a mgority of
total memberswith right to vote or two thirds of members present
with right to vote, whichever isless, and such resolution shdl dso
containdl particularsof thelighility, trander, divison, andgamation,
as the case may be:

Provided that no such resolution shall be passed unless a notice
isissued together with acopy of the proposed resolution to dl its
members, creditors, union co-operative, Federal Co-operative
towhichit isaffiliated, and the consent of the members, creditors,
union co-operative and Federal Co-operative has been obtained.

[Provided further than in the case of a Co-operative Bank, no
resolution under sub-section (1) or under this sub-section, shall
be passed without the prior sanction in writing of the reserve
bank]

(3) Notwithstanding anything contained in any bye-law or contract
@t |
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to the contrary, any member, a union co-operative, Federa Co-
operative or creditor who does not consent to the resol ution shall
have the option to withdraw their shares, deposts, loans or
sarvices, as the case may be, within a period of one month from
the date of receipt of the notice under sub-section (2).

(4) The union co-operétive. Federd Co-operative or any member
or creditor who does not exercise his option within the period
specified under sub-section (3), shal be deemed to have consented
to the resolution.

(5) No resolution of a co-operative to change liability or for
trandfer of assats and ligbilities, divison and amadgamation shdl
be passed unless-

(& in case of change of liadility or trandfer of assats and
lidhilities-

(i)  the members, union co-operative, Federal Co-
operative and creditors have consented or are
deemed to have consented to the resolution under
sub-section (3) or sub-section (4), asthe case may
be; or

()  dl clams of the members, union co-operatives,
Federal Co-operative and creditors who have
exercised the option referred to under sub-section
(3) within the period specified therein, have been
met in full or otherwise satisfied; and

(b)  amendment of the bye-laws of co-operative concerned is
registered; and

(©) in the case of divison or amagamation, certificate of
registration of the co-operative or co-operativesisissued.

(6) Where a resolution passed by a co-operative in this section
involvesatrandfer of any assets and lighilities, the resolution shal,

1. Inserted by Act No. 21 of 2004, w.ef. 31.03.2004.
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13.

14.

notwithgtanding anything contained in any law for the time being
inforce, be asufficient conveyanceto vest the assetsand lighilities
in the transferee.

Consequences of transfer of assets and liabilities, division
and amalgamation.- (1) Where the whole of the assets and
ligbilities of aco-operative aretransferred to another co-operative,
the regigration of the first mentioned co-operative shall sand
cancelled and that co-operative shal be deemed to have been
dissolved and shdl cease to exist as a corporate body.

(20  Where two or more co-operatives are amalgamated into
a new co-operative, the registration of each of the
amagamating co-operatives shdl stand cancelled on the
registration of the new co-operative and each such co-
operative shdl be deemed to have been dissolved and
shall cease to exist as a corporate body.

(3) Where a co-operative divides into two or more co-
operatives the regigtration of that co-operative shall stand
cancelled on the regigtration of the new co-operativesand
that co-operative shal be deemed to have been dissolved
and shall cease to exist as a corporate body.

Partnership of Co-operatives.- (1) Any two or more co-
operatives may, by resolutions passed by three-fourth mgjority of
the members present and after voting a ageneral meeting of each
of such co-operatives, may enter into partnership to carryout any
one or more specific busness. A written notice of the date of the
generd meeting shdl be given to each member before ten clear
days of such meseting.

[Provided that a Cooperative Bank, shall not enter in to such a
parternship without obtaining prior permisson of Reserve Bank
in writting.]

[

1 In

s
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15.

16.

Promotion of subsidiary organisations. - (1) Any co-operative
may, by aresolution passed at its general meeting by a mgjority
of members present with a right to vote, promote one or more
subsidiary organisations for the furtherance of its objectives and
such organisations may be registered under any law for the time
being in force,

[Provided that a Co-operative Bank shall not promote a
subsidiary, nor shal a co-operative promote a subsidiary whose
by-laws permit the carrying on of banking business without the
prior permission of the Reserve Bank in writing.]

(2) The annua reports and accounts of any such subsidiary
organisation shall be placed before the genera meeting of the co-
operdtive every yedr.

Collaboration by Co-operatives.- Any co-operative or co-
operativesmay enter into collaboration with any other organisation
or organisations approved by the Government to carry out any
one or more specified business provided in the bye-laws of such
co-operative or co-operatives. Where such collaboration requires
cregtion of a new organisation under any other law for the time
being inforce, such organisation may beregistered asan inditution
under such law for fulfillment of the objectives with which it was
created and such collaboration shal be reviewed every year by
the genera body of the co-operdtive.

2[Provided that in the case of a Co-operative Bank, such
collaboration shall be entered into with theprior gpprova of the
Reserve Bank in writing]

1. Inserted by Act No. 21 of 2004, w.ef. 31.03.2004.
2. Inserted by Act No. 21 of 2004, w.e.f. 31.03.2004.
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17.

18.

19.

Chapter - 111
FUNDS

Mobilisation of Funds.- A co-operative may mobilise fundsin
the form of share capita, deposits, debentures, loans and other
contributions -

0] from its members, or.
(i)  from any other person, inditutions and organisations;

to such extent and subject to such conditions as may be specified
in the bye-laws of the co-operative:

Provided that a co-operative shdl not be digible to receive any
loan, subddy, grant or finencid ad in any form from the Government
or any guarantee by the Government.

[Provided further that nothing contained in the firs provison
shdl apply to a co-operative Bank.]

Investment of Funds.- Such of its funds as are not immediately
required for use by a co-operative, may beinvested or deposited
outsde its busness, namdy:-

(& inany of thesecurities specified in Section 20 of the Indian
Trusts Act, 1882 (Centra Act Il of 1882); or
(b)  with any co-operative bank or scheduled bank.

[Provided that in the case fo a Co-operative Bank, such
invesment shdl be made in accordance with theingtructions and
directives issued by teh Reserve Bank from time to time}

Restrictions on contribution by a Co-operative.- No co-
operative shdl make acontribution in whatever form ether in cash
or in kind, ether directly or indirectly to an organisation that has
an object in furtherance of theinterest of apolitica party or of any
religious fath.
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agreement in favour of the cooperative providing that hisemployer
shall be competent to deduct from the sdlary 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 cooperative
in satisfaction of any debt or other demand owing by the member
to the cooperdtive.

Provided that the employee shdl obtain prior concurrence in
writing of the employer agreeing to deduct from his sdary or
wages such an amount as specified in such agreement.

Provided further that the liability of the employer shdl be limited
to the extent of deduction of an amount which if included makes
the total of dl the deductions from the salary not to exceed fifty
percent of the sdary of the employee.

Provided dso that the board of the cooperative shdl determine
the amount of loan and the number of ingtalments to be granted
to the employee in such a manner that the totd of al deductions
including the deduction on account of the loan installment aong
with interest thereon shall not exceed fifty percent of the sdary of
the employee.

(2) On the execution of such an agreement, the employer shdl,
if so required by the co-operative by requisition in writing and so
long as such debt or demand or any part of it remains unpaid,
make the deduction in accordance with the agreement and pay
the amounts so deducted to the cooperative within fourteen days
from the date of the deduction.

(3) Nothing contained in this section shall apply to persons
employed in railways as defined in Article 366 of the congtitution,
mines and oil fidds]

1. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.
2. Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.
_________________________W» |
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Chapter - IV
MANAGEMENT OF CO-OPERATIVE

20. Persons who may be admitted or continued as members.-
(1) Subject to the provisons of this Act, no person shdl be
admitted as a member of a co-operative, -

@

(b)

(©

unless he needs the services of the co-operative and acoepts
the respongbility of membership and is competent to
contract under the Contract Act, 1872 (Central Act IX of
1872);

if he conducts any business, such business being in conflict
or competition with the business of the co-operative as
gpecified in the bye-laws, and

unless he fulfills such other conditions as may be specified
in the bye-laws of the co-operative:

Provided that after the registration of aco-operative, the members
shdl be admitted only by the elected board.

(2) No person shdl be digible to continue as a member if such
person,-

@

(b)

(©

has not used the services of the co-operative for two
consecutive Y[cooperative years] to the minimum level
specified in the bye-laws; or

has not atended three consecutive generd mesetings of the
co-operative and such absence has not received the consent
of the generd body; or

isin default regarding any payment to be made to the co-
operative exceeding an amount and for a period specified
in the bye-laws.

2[(2A) No cooperative shall, without sufficient cause in writing,

1. Omitted by Act No. 4 of 2013, w.ef. 11.02.2013.

2. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.
Wy |
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refuse admisson to membership to any person under the provisons
of this Act or the Rules and the bye-laws made there under The
board of the cooperative shal send a written communication of
its decison to such person within sixty days from the date of
receipt of his application]

(3) If aquedtion arises as to the digibility or otherwise of a person to

21,

become a member or to continue as a member, the board shall
decide the question after giving such person an opportunity of
being heard. The decison of the board shall be findl.

l[***************]

?[21A — Nominal members.- (1) A cooperative may, in its interest,

@
(b)

admit,-

any person;,

any firm, company, cooperative society or cooperative or any
body or corporation congtituted by or under any law for thetime
being in force,

as anomina member for a period not exceeding three years for
a specific purpose mentioned in the bye-laws.

Provided that such person or ingtitution has any kind of business
relationship with the coopertive or who or whichisin need of the
services of the cooperative or who or which is in a position to
provide services required by the cooperative.

Provided further that a person who is digible for membership
under section 20 shal not be admitted as a nomina member.

(2) A nomind member shdl not be entitled to any share in any
form whatsoever in the assets or profits of the cooperative and
shdl not have the right to participate in the management and to
vote & any meseting of the co-operative including the eection to
the board of the co-operative and shall not be digible to be
elected as a director or an office-bearer of the cooperétive.

1. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.
W |
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22.

23.

(3) A nomind member shal have such rights and privileges and
be subject to such liahilities as may be specified n the byelaws of
the co-operative]

Restriction on services to non-members.- The services of a
co-operative shdl ordinarily be available only to members unless
otherwise provided in the bye-laws.

General Body.- (1) Subject to the provisons of this Act, rules
and the bye-laws, the final authority of a co-operative shdl vest
in its generd body.

(2) Where a co-operative so desires its bye-laws may provide
for arepresentative genera body drawn from the members, to be
congtituted in such manner and with such functions as specified in
the bye-laws. Any reference in this Act to the genera body shall
aoply to the representative genera body aso.

(3) Subject to the other provisons of this Act, rules and the
bye-laws, the following matters shdl be dedt with by the
generd body namely:-

ld) consideration of the annual report of the preceding
cooperative year submitted by the board;

(b)  gppointment and remova of the auditor and internd auditor
for the audit of accounts of the current yesar;

(©0 condderation of the audit report and audited financia
statements for the preceding cooperative year;

(d) consderation and decison on the compliance report
submitted by the board regarding the rectification of defects
and remedying the irregularities pointed out in the audit
report of the preceding cooperdative year;

1. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.
2. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.
3. Omitted by Act No. 4 of 2013, w.ef. 11.02.2013.
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()

®
(©)

1[(h)

0]

@)
1K

(k-1)

(k-2)

(k-3)
(k-4)

0]
(m)

)

disposa of the surplus or net profits of the preceding
cooperdtive year;]

review of operationd deficit, if any;

goprovd of the long term perspective plan and the annua
operationd plan;

goprova of the annua budget for the next cooperative
year;]

cregtion of specific reserves and other funds as specified
in the bye-laws,

review of actud utilisation of reserve and other funds,

review of the use of the services of the cooperative by the
directors of the board;

congderation of the loans and advances made to the
directors and their relatives, the defaullts, if any, and the
action taken for recovery thereof;

amagamation, divison, merger, transfer of assets and
lidhilities,
decision on bad debts considered as irrecoverable,

decision on the gpped filed by an employee who has been
removed or dismissed or terminated from the service or
who has been imposed a mgor pendty by the board after

holding a disciplinary inquiry;]

removal of directors of the board 3[*********];

report on action taken on inquiry report under Section 37,
if any;

report on membership of the co-operative in other co-

1. Omitted by Act No. 4 of 2013, w.ef. 11.02.2013.

2. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.

3. Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.
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operatives,

(0) review of annud report and accounts of any organisation
created under Sections 14, 15 or 16, if any;

(p) condderation of an gpped of a person whose application
for membership has been rgjected 1[*********] by the
board, if any;

(g condderdtion of the list of .employees recruited who are
reatives of directors or of the Chief Executive;

()  amendment of bye-laws,

(9 formation of code of conduct for the directors and office
bearers;

()  brief note of admission and remova of membersduring the
2[preceding cooperdtive year;]

(W) winding up of the co-operaive; and (v) such other functions
as are specified in the bye-laws.

3[23A - Opening of branchesby a Cooperativein itsarea of op-
eration.-A cooperative may commence branches, sub branches, pay
offices or offices caled by whatever name in the area of operation for
the use of itsmembers only with the prior gpprovd of its generd meet-
ing and the federa cooperative.

23B — Repr esentative General body meeting.-The generd
body of a primary or secondary cooperative, whose membership ex-
ceedsthreethousand or whose areaof operationismorethanaTauka,
may amend itsbye-laws providing for the congtitution of asmaler body
congsting of such number of members of the cooperetive as may be
prescribed, elected in accordance with the rules (hereinafter referred
to as the representative generd body) to exercise dl or any of the
powers of the general body as may be specified in the bye-laws and
any reference, by whatever form or words in this Act to the genera

1. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.
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body or ameseting thereof shdl have effect asif such reference werea

reference to the representative general body or a meeting thereof, as
the case may be]

1124. Congtitution of the Board.- The Board of every cooperative
shal consist of not |ess than eeven but not exceeding the number
of members specified be ow exduding the chief executive namdly:-

(1) in case of aprimary cooperative and asecondary cooperative
whose area of operation extends to,-

(@) apart of taluk, eeven members,
(b) whole of tauk, thirteen members,
(c) beyond atauk but not beyond a didtrict, fifteen members;

Provided that in case of an urban cooperative bank having an
area of operaion not beyond a didtrict, the maximum number
ghall not exceed seventeen members.

(@ beyond adidrict, seventeen members
(b) in the case of a union cooperative, nineteen members

() in the case of an apex cooperative including the federa
cooperative, twenty one members.

Provided that one seat shdl be reserved in favour of members
belonging to scheduled castes or the scheduled tribes, two seets
shdl be reserved in favour of women members and two seats
shdl be reserved in favour of members belonging to backward
classes on the board of every co-operative conssting of individuas
as members and having members from such class or category of
persons.

Provided further, that every cooperative shal co-opt persons
having experiencein thefied of banking, management, finance or
Specidization in any other field relating to the objects and activities

1. Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.
2. Inserted by Act No. 21 of 2004, w.ef. 31.03.2004.
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25.

undertaken by the cooperative, as members of the board of such
cooperative and such co-opted members shall not have the right
to votein any election of the cooperative in their capacity as such
member or to be eligible to be elected as office bearers of the
board.

Provided dso that the number of such co-opted members shdl
not exceed two in addition to twenty one directors specified in
sub-section (1).

Provided dso that not more than three functional directors of a
cooperative shall also be the members of the board and such

members shdl be excluded for the purpose of counting the total
number of directors specified in the sub-section (1).

(2) The term of the office of the elected members of the board
shdl be five years from the date of dection.

(3) The chief executive shdl be an ex-officio member of the
board and shdl not have aright to votein the dection of the office
bearers.]

Disgualification for being elected or continued asdirector .-

(1) A person shdl be disqudified for being eected or continued

asdirector Y[of the cooperativefor aperiod of five yearsfrom the

date of incurring disqudification], if such person:-

(@ hesat any time logt the right to vote as a member or to
continue as such; or

(b) hasincurred any other disqudifications as specified in the
bydaws; or

(c)  dbsents himsdf from three consecutive board meetings
without leave of absence; or

Inserted by Act No. 21 of 2004, w.ef. 31.03.2004.
Renumbered by Act No. 21 of 2004, w.e.f. 31.03.2004.
Substituted by Act No. 4 of 2013, w.e.f. 11.02.2013.
Substituted by Act No. 4 of 2013, w.e.f. 11.02.2013.
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2[(d) isconvicted for an offenceinvolving mord turpitude under
any law for thetime being in force, or for an offence under
this Act; or)]

(e) hasbeen adefaulter in the repayment of any instalment of
aloan taken by him or has been a surety for a borrower
who has defaulted in repaying his loan continuoudy for
three ingalments]

2[(f) incursany disqudification as specified in sub-section (2).]

(2) All the directors shdl incur disqudification for being eected
as directorsin a co-operative for a period of five years from the
date of incurring such disqudification and shdl aso be disqudified
to continue as directors of that co-operative or any other co-
operative, if during theterm of office asdirectors of aco-operative
they .-

3[(@) havenot rendered necessary ass stanceto the cooperative
election commission for conducting eection to the board
before the expiry of its term within the stipulated time or
asaresult or otherwisethe cooperative €ection commission
hasfailed to conduct dectionsto the board within prescribed
time or

(ar1) havenot submitted returns and information to the Registrar
and the federal cooperative as per section 34 within a
period of sx months from the close of the cooperative
year; or

(ar2) have committed serious financid irregularities or frauds
which have been detected; or]

(b)  havenot conducted the annud general meseting 4[withinthe
twenty fifth day of September every year], or requisitioned
mesting of the generd within the time dipulated in

1. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.
2. Inserted by Act No. 16 of 2005, w.e.f. 01.06.2005.
3. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.
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Section 30; or

()  have not placed the audited accounts for the *[preceding
cooperative year] dongwiththereport of the auditor before
its annua genera mesting.

(3) A director or an employee who is guilty of mis-gppropriation,
breach of trust or any other omisson or commission resulting in
loss to the co-operative, shal be persondly liable to make good
that loss without prgudice to such crimind action to which heis
liable under any other law for the time being in force;

2[(4) Any question asto whether amember of the board isor has
become subject to any disquaification specified in this section
shdl be decided by the Federd Cooperative after giving the
person concerned a reasonable opportunity of being heard;

(5) Any person aggrieved member may prefer an gpped againgt
the order made under sub-section (4) to the registrar within thirty
days from the date of order.]

3[26. Election to the board.-(1) The eection to a board shall
be conducted immediately before the expiry of theterm of the outgoing
board 0 as to ensure that the newly elected members of the board
assume office immediately on the expiry of the term of office of the
members of the outgoing board.

(2) The cooperative eection commission shdl conduct the eec-
tion to the board of every cooperative.

(3) The newly elected directors of the board shall assume office
immediately on the expiry of the term of the outgoing board.

(4) Notwithstanding anything contained in this Act, the rules or
the bye-laws of any cooperative, the eections to the boards and con-
sequent eection of the office bearers which are due during March and
April 2013 shdl be held;

1. Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.
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@

(b)

(©

(d)

before the thirtieth day of September 2013 in respect of
the primary cooperdtives,

before thethirty first day of October 2013, in respect of
the secondary cooperétives,

before the thirtieth day of November 2013 in respect of
the union cooperatives,

before the thirty first day of December 2013 in respect
of the gpex cooperatives including the federal coopera
tive;

Provided that the incumbent board of every such coop-

erativeshdl continueto bein officetill the conduct of the
elections as above]

1[26A. Co-oper ative éection commission.-Thecooperativeeection
commission congtituted under section 39AA of the Karnataka
Cooperative Societies Act, 1959 shall aso be the election
commission for the purpose of conducting dections under this
Act and shdl be empowered to exercise the same powers and
discharge same functions conferred under said Act in respect of
cooperatives and federal cooperative under this Act.]

27. Powersand functions of the board.- Subject to the provisons
of this Act, rules and bye-laws, the board shall have powers.-

@
(b)
(©
(d)
(€

()

to admit and remove members,

to elect and remove the office bearers,

to gppoint and remove the Chief Executive;
to fix saff srength;

to frame policies concerning the organisation and services
to members,

to frame regulations regarding:-

1. Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.
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()

()

custody and investment of funds,
maintenance of accounts;
mobilisation, utilisation and investment of various funds;

gopropriate management information systems including
filing of Satutory returns,

such other matters as may be necessary for the effective
performance of the co-operative;

to place the annud report, annua financid Satements,
annud plan and budget for the approvd of the generd

body;
to consder audit and compliance reports and place them
before the generd body;

(h-1)to consder the inquiry report, if any, take action for

(h-2)

(h-3)

(h-4)

(h-5)

rectification of the irregularities pointed out, if any, in the
inquiry, cause compliance report and place the report before
the generd body;

to cause the completion of the audit of accounts for the
preceding cooperative year within thefirst day of September
every year and obtain the audit report thereon;

to convene annud generd mesting within twenty fifth day
of September every year;

to convene specid genera meeting as and when necessary
or on requigtion;

to file returns and information to the Registrar and federd
cooperative beforethirtieth day of September every year;)

A wDD PR

Substituted by Act No. 4 of 2013, w.e.f. 11.02.2013.
Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.
Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.

Substituted by Act No. 4 of 2013, w.e.f. 11.02.2013.
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to review membership in other co-operatives,

to perform such other functions as may be delegated by
the generd body or as specified in the bye-laws.

0]
@)

28. Election of office bearers.-Y[ (1)[The co-operative eection
commission shal take action to conduct dection to the office of
the Presdent or Chair person, Vice president or Vice Chair person
and any other office-bearersto be e ected in accordance with the
bye-laws within fifteen days from date of eection of the board.]

)

The President or Chairperson or in his absence, the Vice-
president or Vice-Chairperson shall .-

@

(b)

(©)

preside over meetings of the board and the genera
body;
have only a cagting vote in the event of equdity of

votes on any matters being decided upon by the
board except eection to the office bearers:

Provided that in the event of equdity of votesin the
election of office bearers, the dection shdl be by
drawing lot; and

exercise such other powers as are specified in the
bye-laws or as may be delegated by the board.

2[(3) Theterm of office of the Presdent or chair person, vice
president or vice chair person and any other office-bearers
ghdl be five years from the date of dection and shal be
co-terminus with the term of the board.]

3[29.Filling up of casual vacancies—The board may fill up a casud
vacancy on the board by nomination out of the same class of
membersin respect of which the casud vacancy has arisen, if the
remaining term of office of the board is less than hdf its origind

1. Substituted by Act No. 4 of 2013, w.e.f. 11.02.2013.

2. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.

3. Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.
_______________________&» |
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30.

term.]

M eetings.-*[ (1) Theboard may convene asmany board meetings
and generd meetingsin aco-operative year according to its needs
and shdl convene at least one board meeting every two months
and one annud generd meeting within the twenty fifth September
of every year for transaction of business sated in sub-section (3)
of section 23]

2

3

4

©)

The board shdl convene a specid generd meeting within
thirty days of receipt of a requigition from not less than
one-tenth of members of the co-operative or as provided
in the bye-laws. Such requigition shal contain the reasons
for convening the mesting. In the event of failure by the
board, the Federal Co-operative shdl convene such generd
meting within Y[thirty] daysof recalpt of requisition Sgned
by not lessthan one-tenth of members of the co-operative.

If the co-operative and the Federal Co-operative, fail to
convene the speciad genera meeting within the time
specified under sub-section (2), the Regidtrar shall convene
the soecid generd mesting within 2[forty five] days after
the receipt of requisition sgned by not less than one-tenth
of the members of the co-operative.

The quorum for a generd meeting shal be as specified in
the bye-laws, but shall not be less than twenty percent of
the membersdigibleto vote a the meeting and the quorum
for arepresentative general meeting shdl not be less than
sixty percent of the representatives eigible to vote at the
mesting. If thereisno quorum at the time of transaction of
any busness in any generd mesting, such business shdl
not be transacted.

The quorum for ameseting of the board shdl be as specified
in the bye-laws but shal not be less than the number next

1. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.
@& |



| THE KARNATAKA SOUHARDA SAHAKARLACT 1567 |
to fifty per cent of the strength of the board. If thereisno

guorum & thetime of transacting any businessin any meeting
of the board, such business shdl not be transacted.]

31. Employees.- (1) Subject to the approval of the generd body, the
board shdl determine the cadre strength of the establishment and
the scales of pay of the employees of the co-operative:

Provided that the co-operative may borrow the services of the
employees of other co-operdtives, co-operative societies, Federa
Co-operative, State or Centrd Government or their Organisations,
Public Sector Undertakings and such other professiond experts
on such terms and conditions as may be gpproved by the generd

body.

(2) TheChief Executiveshd! bethe Chief Adminigrative Officer
of the co-operative and shall, subject to the genera control
and superintendence of the board,-

@

(b)

(©

(d)

(€)

®

beincharge of the overall control and supervision of
the day-to-day affairs of the co-operative;

sgn documents, enter into agreements and contacts
and ingtitute and defend suits and other lega
proceedings on behaf of the co-operative;

have powers to endorse, Sign, negotiate cheques
and other negotiable instruments and operate the
bank accounts of the co-operative,

be responsibleto assist the board in mattersrelating
to recruitment, performance and discipline of the
employees;

arrangeto maintain proper records and accounts of
the co-operdtive;

present the draft annual report and financial
statements for the approva of the board *[within

1. Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.
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()

)

0]

thirty days from the close of the cooperative year;]
assist to convene the board meetings, genera
meetings and the special general meeting in
accordance with the bye-laws;

assig the board in the formulation of policies and
programmes,

furnish to the board information necessary for
monitoring the performance of the co-operative;

1 (i-1) furnish thefinancid statements, schedules and other

(i-3)

(i-4)

(i-5)

(i-6)

gatements with the approval of the board and the
related books of accounts, records and other
documents necessary for the annud audit of accounts
of the cooperative to the auditor within the thirty
days from the close of the cooperdtive year;

place before the board the action to be taken for
rectification of defects pointed in the audit report,
obtain approval of the board and take action
accordingly;

place before the board the action to be taken for
rectification of defects pointed in theinquiry report,
if any, obtain approval of the board and take action
accordingly;

render necessary information and assstance to the
cooperative dection commission for conduct of
elections before the term of expiry of the board;

furnish to the Registrar and Federal cooperative
within thethirtieth day of September every year, the
returns and information to be submitted as per
section 34 to the Registrar and the Federal
cooperdtive;

report any information on any vacancy in the board

I 30
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to the cooperative eection commisson;] and
()  perform any other functions as pecified in the bye-

laws or as decided by a resolution of the board
meetings or generd meetings.

1. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.
2. Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.
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Chapter -V

ACCOUNTS, AUDIT AND INQUIRY

32. Maintenanceof records. Accounts, etc.- (1) Every co-operdive
shdl maintain & its regigtered office the following, namdly:-

@

(b)

(©

(d)

(€

®

©

()

a copy of the Kamataka Souharda Sahakari Act,
1997 with upto-date amendments;

registration certificate and registered bye-laws and
the amendments registered from time to time in
origind;

acopy of the bye-laws of the Federa Co-operative
and eech of its subgdiaries, if any;

aregister of members with details regarding voting
rightsfor the current year updated within thirty days

of [closure of the cooperative year] and the
memberwise use of various services,

accounts of all sums of money received and
expended by the co-operative and its branch, if

any, and purposes,

accounts of al purchases and sales of goods by the
co-operdtive;

accounts of the assets and liabilities of the co-
operétive,

the minutes book;
copies of the board resolution; and

annua report and audit report and where a co-
operative has branch office, accounts and records
related to such branch.

cll e_SNa I‘ alala’als l [\
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2. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.
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the cooperative kept in regular transaction of its business
with such member.]

(2) Copiesof theresolutionsof the board and generd meetings,
voters ligt, bye-laws, statement of annua accounts and
such accountsrelating to amember, shal be made available
to any member during the business hours after payment of
necessary fees as may be decided by the board.

(3) The books of accounts of every co-operative together
with supporting records and vouchers shall be preserved
for such period as may be decided by the board.

[32A l[************]

2[33. Audit.— (1) Every Cooperative shall get its accounts audited at
least once in a year before the first day of September following the
close of the cooperdtive year by an auditor or an auditing firm ap-
pointed by the genera body of the cooperative from a pand of audi-
tors or auditing firms gpproved by the Director of cooperative audit;

Provided that the Director of co-operative audit shal be the au-
thority competent to prepareand maintain alist of auditorsand auditing
firms who satisfy the prescribed qudification and experience for un-
dertaking the audit of accounts of the co-operativesin the Sate.

Provided further that the Director of cooperative audit shal com-
municate a panel of auditors and auditing firms, not exceeding ten, to
every cooperdive within thirty daysfrom the close of the co-operative
yed.

(2) The generd body of every cooperative shal at its generd
meseting appoint an auditor or an auditing firm to audit the accounts of
the cooperativefor the cooperative year in which thegenerd meeting is
held.

(3) The manner of preparation of theligt of auditors and auditing
firms by the Director of co-operative audit and the procedure for giv-
ing the panel to each co-operative shdl be as prescribed.
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(4) The audit under sub-section (1) shdl include an examination
of overdue debits, if any, the physica verification and vauation of the
assets and ligbilities, verification of the cash balance and securities,
certification of the profits or losses, compliance with the transparency
law and other laws applicable to the cooperatives including theingtruc-
tions and directives of NABARD or Reserve Bank of India and an
examination of the working and the other prescribed particulars of the
cooperative.

(5) The auditor or auditing firm shdl & dl times have accessto
all the books, accounts, documents, papers, securities, cash and other
properties belonging to the cooperative or in the custody of any mem-
ber of the board or the office-bearer or the chief executive or any other
employee of the cooperative and may summon any person in posses-
son or respong blefor the custody of any such books, accounts, docu-
ments, papers, securities, cash or other propertiesto produce the same
at the registered office of the cooperative or any branch thereof or at
any public office at the headquarters of the cooperative.

(6) Every person who is, or has a any time been, an officer or
employee of the cooperative and every member and past member of
the cooperative shal furnish such information in regard to the transac-
tions and working of the cooperative as the Auditor or Auditing firms
approved by the Director of Cooperative Audit may require.

(7) The board of every cooperative shdl ensure that the annua
financid statements like the recelpts and payments or income and ex-
penditure, profit and loss and the bal ance sheet a ong with such sched-
ules and other statements as may be prescribed as at the end of a
cooperétive year are prepared and presented for audit before the au-
ditor or auditing firm within thirty days of the closure of that coopera-
tive year.

(8) The Auditor or Auditing firm shal conduct and completethe
audit of accounts as provided for in this Act or the rules and send
copies of the audit report and communicate the results of audit to the
coopertive, the Federd cooperative, the Registrar, the Director of
Wy |
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co-operative audit and to thefinancing bank or credit agency, and if the

cooperative is affiliated to any other cooperative, to such cooperative,
within the first day of September every year.

(9) The auditor or auditing firms shdl have right to receive al
notices and every communication relaing to the generd mesting of a
cooperative and, at the cost of the cooperative, shall be entitled to
attend such meseting and to be heard at the generd body mesting, in
respect of dl or any part of the businesswith which heis concerned as
auditor or auditing firm.

(10 If theresult of theaudit held under sub-section (1) discloses
any defects in the working of the cooperative, the board shal take
gepsto rectify the defects and remedy the irregularities pointed out in
the audit report and place the audit report dong with the action taken
report before the generd meeting to be held before the twenty-fifth day
of the September every year and explain therein the said defects or the
irregularities. The board shdl continue to take steps for rectification of
al the defects and remedying of dl the irregularities in the audit report
and gpprise the generd meetings every year till dl the defects are rec-
tified and the irregularities are remedied. The board shdl send are-
port of action taken to the Registrar, the Federal cooperative and the
Director of Co-operative Audit within thirty days from the date of the
generd mesting.

(12) The Director of Co-operative Audit shal submit the audit
reports of the gpex cooperatives to the State Government annudly for
being lad before the legidature in the manner prescribed.

(12) If it appears to the general body of a co-operative that
there is a prima-facie case of fraud or misappropriation or embezzle-
ment of funds not detected or properly examined by the auditor during
theregular audit or misclassification of accounts, the genera body may
resolveto providefor are-audit of any account of the cooperative with
aview to truly reflect the financid podtion of the cooperative and the
provisonsof the Act and the rules gpplicable to the audit shal gpply to
such re-audit;
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(13) If it gppears to the State Government on an application by
acooperative or otherwise that it is necessary or expedient to re-audit
the accounts of a cooperative, the State Government may, by an order
provide for such re-audit and the provisons of the Act and the rules
gpplicable to the audit shall apply to such re-audit.

Provided that such re-audit shdl be ordered only when thereisa
prima-facie case of fraud or misgppropriation or embezzlement of funds
not detected or properly examined by the auditor or auditing firmsdur-
ing regular audit or misclassfication of accounts or for any other vaid
reasons with a view to truly reflect the financid position of the coop-
erative.

(14) Without prejudice to the provisons of sub- sections (4) to
(6), the auditor shall inquire;

(@ Whether loans and advances made by the co-operative
on the basis of security have been properly secured and
whether terms on which they have been made are not
prejudicid to theinterestsof the co-operative or itsmem-
bers;

(b) Whether transactions of the co-operativewhich arerep-
resented merely by book entries are not prgudiciad to
the interests of the co-operative,

(©) Whether persond expenses have been charged to rev-
enue account;

(d) Whereit is stated in the books and papers of the co-
operative that any shares have been dlotted for cash,
whether cash has actudly been received in respect of
such dlotment, and if no cash has actualy been so re-
caived, whether the position as stated in the account books
and the balance sheet is correct, regular and not mis-
leading; and

@'y |
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(e Whether any specid issue or subject matter referred to
for inquiry by the Reserve Bank or National Bank has
been duly enquired into and report thereof is submitted
to the Reserve Bank or National Bank as the case may
be.

(15) The auditor shal make a report to the cooperative on the
accounts examined by him and on every balance sheet and profit and
loss account and on every other document required to be part of or
annexed to the balance sheet or profit and loss account. The report
shdl state whether, in his opinion and to the best of hisinformation and
according to the explanations given to him, the said accounts give the
information required by this Act in the manner so required and give a
true and fair view,-

(@ in the case of the balance sheet, of the state of the
cooperative s affairs as a the end of the year; and

(b) in the case of the profit and loss account, of the profit or
lossfor the year.

(16) The auditor’ s report shall dso date -

() date whether he has obtained dl the information and ex-
planations which to the best of his knowledge and belief
were necessary for the purpose of his audit;

(b) statewhether inhisopinion, proper books of accountshave
been kept by the co-operative so far asappearsfrom his
examination of those books and proper returns adequate
for the purpose of his audit have been received from
branches or offices of the co-operative not visited by
him;

(c) state whether the report on the accounts of any branch
office audited by a person other than the cooperative' s
auditor has been forwarded to him and how he has dedlt
with the same in preparing the auditor’ s report;
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(d) state whether the cooperative' s baance sheet and profit

and loss account dedlt with by the report are in agree-
ment with the books of account and returns;

(17) Whereany of the mattersreferred to in clauses (a) and (b)
of sub-section (14) or in clauses (a) and (b) of sub-section (15) or
clause (a) to (d) of sub-section (16) isanswered in the negative or with
aqudifying observation, the auditor’ s report shdl state the reason for

the answer.

(18) The audit report shall have—
(@ dl particulars of the defectsare theirregularities observed in

(b)

(©

(d)

audit and in case of financid irregularities and misappro-

prigtion or embezzlement of funds or fraud, the auditor or
auditing firm shdl investigate and report the modus oper-

andi, the entrustment, amount involved, and fix the respon-

shility for such misgppropriation or embezzlement of funds
or fraud, on the members of the board or the employees
of the cooperative or any other person asthe case may be
with al necessary evidence.

accounting irregularities and their implications on the fi-
nancid statements to be indicated in detail in the report
with the corresponding effects on the profit and loss.

the functioning of the generd body, board and sub-com-
mittees of the Co-operative to be checked and any ir-
regularities or violations obsarved reported duly fixing the
respongbilities for such irregularities or violaions.

all schedules and other statements as may be prescribed.

(19) Theremuneration of the auditor or auditing firms of acoop-
erative shdl be borne by the cooperative and shall be at such rates as
may be fixed by generd body of the cooperative.”

1. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.

2. Inserted by Act No. 21 of 2004, w.ef. 31.03.2004.

3. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.
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Explanation: - For the purpose of this Section;

(i) ‘Auditor’ means an auditor or an officer of the Department
of Cooperative Audit who has passed, in addition to the graduation or
post graduation degree, Higher Diplomain Cooperative Management
or Diplomain Cooperative Audit or Genera Diplomain Cooperative
Management and who has completed the period of probation success-
fully and who has aworking knowledge of the Kannada language; or

A Chartered Accountant within the meaning of the Chartered
Accountants Act, 1949 who shdl have afar knowledge of the func-
tioning of the cooperatives and shdl have an experience of at lesst
three yearsin auditing of which the auditor would liketo beincluded in
the pand and chartered accountants shall have working knowledge of
the Kannada language.

(i1) *Auditing firm’ means a firm of more than one Chartered
Accountantswithinthemeaning of the Chartered AccountantsAct, 1949
who or which shdl have a far knowledge of the functioning of the
cooperatives and shal have an experience of at least three years in
auditing of which the auditing firm would liketo beincuded in the pandl
and chartered accountants shall have working knowledge of the
Kannada language]

34. Furnishing Information.- Y[Within sx months from the close of
the cooperative year, every cooperative shdl furnish thefollowing
returns and information to the Registrar and the Federal
cooperative] ?[and in case of a Cooperative Bank dso to the
Reserve Bank] namely -

5[(@ annud report of the activitiesfor the preceding cooperative
year and the programme for the ensuing cooperative year;)

(b) audited {[financid Satements)]

1. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.

2. Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.

3. Substituted by Act No. 21 of 2004, w.ef. 31.03.2004.
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(© plan for disposd of surplus as approved by the genera

body;
(d) lig of directors and their terms of office;

(¢ lig of amendments to the bye-laws of the co-operative;
and

(f)  declaration regarding the date of conducting the genera
body mesting and dections, if any.

2[(g) any information required by the Registrar and the Federd
cooperative under the provison of this Act]

335. Inquiry.- (1) The Registrar may conduct an inquiry or cause an
inquiry to be conducted expeditioudy into any specific matter
touching the congtitution, management, working or financial
conditino of a Co-operdtive.

(2) Aninquiry of the native refererred to in sub-section (1) shall
be held on the application of .-

(@ the Federd co-operative to which the co-operative is
affiliated; or

(b)  not lessthan one-third of th members of the Board of the
Co-operative; or

(©  not less than one-tenth of the totalnumber of members of
the Co-operative.

(3) The application under sub-section (2) shal be accompanied
by such fee as may be prescribed.

(4) The Regisrar may himsdlf conduct the inquiry or gppoint an
inquiry officer to conduct the inquiry. The cost of inquiry shdl be
met by the creditor or the Federal Co-operative of the Co-
operative, asthe case may be, asmay be decided by the Registrar.

1. Substituted by Act No. 21 of 2004, w.e.f. 31.03.2004.

2. Substituted by Act No. 21 of 2004, w.e.f. 31.03.2004.
3. Substituted by Act No. 21 of 2004, w.e.f. 31.03.2004.
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36.

(5) Aninquiry under sub-section (2) shdl be completed within a
perod of tweleve monthswhich may however be extended by the
Regidrar for a further period of sx months for reasons to be
recorded in writing.

(6) When an inquiry is made under this section, the Registrar
ghdl, within a period of one month from the date of receipt of
inquiry report, send a copy of the inquiry report to -

(@& to the applicants,
(b)  to the co-operative concerned;

(¢ todl the creditors concerned; and

(d) tothe Federal Co-operative or the Regidtrar, as the case
may be]

Power to summon and examine persons and documents.-
(2) Y[The Regidrar or the Inquiry Officer], as the case may be,
shdl issue to the concerned cooperative, a notice in writing of
note less than fifteen days regarding the date of commencement
of the inquiry:

Provided that for reasons to be recorded in writing, a shorter
notice may be issued.

(2) 2[The Regigtrar or the Inquiry Officer] conducting inquiry may
provide areasonable period of not lessthan seven daysto comply
with sub-section (3).

3[(3) For the purpose of inquiry under this Act, the Regidtrar or

the Inquiry Officer conducting such inquiry:-

(@ may require in writing the Presdent or Chairperson or the
Chief Executive or other authority concerned to produce
such receipts, vouchers, statements, returns
correspondence, notice or any other documents as he may
consder necessary for the purpose of inquiry.
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(©

(d)

documents, securities, cash and other properties belonging
to, or in the custody of, the Co-operative and may summon
any person in possession or reponsible for the custody of
any such books, accounts, documents, securities, cash or
other properties to produce the same at any public office
at the headquartersor a the head office of the Co-operative
or any branch thereof;

may summon any officer of a financing bank or a credit
agency asthe case may be or any person having any kind
of business relationship with the cooperative or any person
who is connected with the functioning of and who has
knowledge about the affairs of the cooperative to produce
any records or documents, if any, related to the transactions
with and working of the cooperative and furnish such
information and the explanations, a the registered office or
branch of the cooperative or a any public office a the
headquarters of the cooperative, astheinquiry officer may
require for the purpose of the inquiry]; and

may, notwithstanding any rule or bye-law specifying the

period of notice for agenera meeting of the Co-operdtive,

require the office bearers of the Co-operdtive to cdl a
generd meeting at such time and place a the headquarters
of the Co-operative or any branch thereof and to determine

such matters as may be directed by him, and where the

office bearers of the Co-operative refuse or fail to call such
amesting he shdl have power to cdl it himsdf.

Explanation : Any mesting caled under clause (d) shdl
have the powers of the genera meeting caled under the
bye-laws of the Co-operative and its proceedings shdl be
regulated by such bye-laws except that no quorum shdl be

1. Substituted by Act No. 21 of 2004, w.e.f. 31.03.2004.
2. Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.
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necessary for such meeting.]

37. Action on inquiry Report.- Y[The Registrar], as the case may
be, after such inquiry, if satisfied that any or dl of the office
bearers or directors or Chief Executiveis or are responsible for
any payment contrary to the Act, rules or the bye-laws and has
or have caused loss or deficiency in the assets of the co-operative
by breach of trust or negligence or has or have misappropriated
or fraudulently retained any money or property belonging to such
co-operative, without prejudiceto any civil or crimina proceedings
to which they may be liable, may direct the board to convene the
generd meseting within such reasonable time as the Federd Co-
operative or the Regidirar, asthe case may be, specify to discuss
thefindings of theinquiry report and for initiating necessary action
againg the concerned.

1[37A. Surcharge.-(1) If in the course of an audit under section 33,
inquiry under section 35, ingpection under section 53 or the winding
up of a Co-operative under section 48, it is found that the board
of such cooperative or the President, Vice-President, the
Chairperson, Vice chairperson or any other member of the board
or any person who is or was entrusted with the organization or
management of such co-operative or who is or has a any time
been an officer or an employee of the co-operative has made any
payment contrary to the Act, the rules or the bye-laws or has
caused any deficiency in the assets of the co-operative by breach
of trust or negligence or has misappropriated or fraudulently
retained any money or other property belonging to such Co-
operative, the Registrar may, on an gpplication of the board,
Liquidator or any creditor or the Federd cooperdtive, frame
charges againgt such person or persons and after giving such
person and in the case of adeceased person, to hisrepresentative
who inherits his estate, an opportunity of making representation,
make an order requiring him to pay or restore the money or
property or any part thereof with interest at such rate as he may
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determine or to contribute such sum to the assets of the co-
operative by way of compensaion to such extent as he may
consder just and equitable.

(2) Thissection shdl gpply, notwithstanding thet the act isonefor
which the person concerned may be crimindly liable.

(3) The order made by the Registrar under sub-section (1) may
aso provide for recovery of cost of surcharge proceeding from
the person againgt whom the order is made a such rate and in
such manner as may be prescribed.

(4) The application under sub-section (1) shal be decided within
aperiod of twelve months excluding the period of stay granted by
the court if any. However, the Registrar may for reasons to be
recorded in writing extend the said period upto elghteen months.

provided that the State Government may, on a report made by
the Regidrar, extend the period of inquiry beyond eighteen months,
if it is satisfied that there are genuine or vaid grounds for such
extension]

1. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.
2. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.
3. Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.
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Chapter - VI
SUPERSESSION

38. Supersession.-
(2) If, in the opinion of the Federal Co-operative, the board of

a co-operative,-

(i) persgently makes default or is negligent in performance of
the duties imposed on it under this Act or rules or the bye-
laws, or

(i) hascommitted any act which is prgudicid to the interests of
the co-operative or its members; or

(i) is not functioning properly on account of the number of
members of the board faling short of the required number
to form quorum due to disqudlification, resgnation, desth or
remova of Directors; or

(iv) is not functioning in accordance with the provisons of this

Act or rules or Y[the bye-lawg]; or

2[(v) fals to conduct the annua generd meeting within the Six

months of the close of year but within the twenty fifth day of
September every year; of]

3[(v-8) hascommitted gravefinancid irregularitiesor fraud which

have been detected; or

(v-b) has a sdemate in its condtitution or its functions; or

(v-c) fals to provide necessary assstance to the cooperative

election commission and as a result or otherwise the
cooperative Election Commission has not conducted eection
immediately before the term of expiry of the outgoing board,;
or

1. Substituted by Act No. 4 of 2013, w.e.f. 11.02.2013.

2. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.

3. Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.
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(v-d) fails to get the audit of accounts done within first day of

(i)

September every year and present the said audit report
before the genera mesting; or]

is otherwise not functioning properly,

may [supersede or suspend the board] and appoint an
adminigtrator to manage the affairs of the co-operative for
such period not exceeding Sx months, as may be specified
by the Federa Co-operative:

Provided that the Federd Co-operative shdl not2[supersede
or suspend the board] unless the board has been given an
opportunity of being heard in the matter;

$[Provided further that the board of any such cooperative
shdl not be superseded or kept under suspenson where
there is no Government shareholding or loan or financia
assigtance or any guarantee by the government;

Provided dso that in case of a cooperative carrying on the
business of banking, the provisons of the Banking Regulation
Act, 1949 shdl dso gpply and the provisons of this clause
shdl gpply asif for the words “sx months’, the words “one
year” had been substituted.]

(2) On the issue of the order under sub-section (1),-

@

(b)

the Directors of the board shdl be deemed to have vacated
ther office; and

the Adminigtrator shall be deemed to have assumed charge
of the affairs of the co-operative.

(3) The Adminigtrator shall, subject to the control of the Federa
Co-operdtive, exercise and perform dl the powers and functions

~AwDN P

Substituted by Act No. 21 of 2004, w.e.f. 31.03.2004.
Substituted by Act No. 21 of 2004, w.e.f. 31.03.2004.
Substituted by Act No. 21 of 2004, w.ef. 31.03.2004.
Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.
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of the board or any office bearers of the co-operative and take
all such actions as may be required under this Act, rules and the
bye-laws in the interest of the co-operative.

(4) The Federd Co-operative shdl, before taking action under
sub-section (1), consult the financing agency of the co-operative
towhichitisindebted. It shdl, in respect of a Co-operative Bark,
aso consult the ![Reserve Bank or Nationa Bank] as the case
may be.

(5) The Adminigrator shdl, before the expiry of histerm, arrange
for condtitution of the new board for the co-operativein accordance
with its bye-laws.

(6) Notwithstanding anything contained in thisAct, rulesand bye-
laws, the Federd Cooperative shdl, in case of a Co-operative
Bank, if so required in writing by the 2[Reserve Bank or National
Bank] in public interest or for preventing the affairs of the Co-
operative Bank being conducted in the manner detrimenta to the
interest of the depositors or for securing proper management of
the Co-operative Bank, by order in writing, supersede the board
of that Co-operative Bank and appoint an Administrator to
manage the affairs of the Co-operative Bank for such period as
may specified by the Federd Co-operative in concurrence with
the 3[Reserve Bank or National Bank].

4[(7) The Federa cooperative shal determine the remuneration
payable to the Adminigtrator. The amount of such remuneration
and the expenses made by the Administrator in connection with
the management of the cooperative shdl be borne from out of the
funds of the cooperative. The service rules gpplicableto the officer
or employee appointed as Adminigtrator of the cooperative shal
continueto govern hissarviceas Adminidrator of the cooperative)

5[38A. Appointment of Special Officer.-(1) Where the activities of
a cooperative are not being conducted in accordance of the

1. Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.
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under as areault of the directors of the board falling short of the
required number to form a quorum due to disqualification,
resgnation or death or remova of a director or where dl the
directors of acooperative haveincurred any disqudification under
sub-section (2) of section 25 or where al the directors have
tendered resignation, the Federd cooperative may by order gppoint
a Specid Officer for such co-operative, for such period not
exceeding Sx months.

(2) Before making an order under sub-section (1), it shdl not be
necessary for the Federal Cooperative to give any co-operative
or persons likely to be affected by such order, an opportunity to
dete its or their objection, if any.

(3) The Specid Officer shdl inform the cooperative eection
commission about conducting dection to fill up the vacant seats
on the board and the Election Commission shall conduct election
for the remaining term of the vacant sedts.

(4) As soon asthe eections are held and the number of directors
to form the quorum are available, the Specid Officer shal handover
the management to the board and the office of the Specid officer
shdl be deemed to have been vacated ]

1. Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.
2. Omitted by Act No. 21 of 2004, w.e.f. 31.03.2004.
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Chapter - VII
SETTLEMENTSAND DISPUTES

39. Disputeswhich may bereferred tothe Registrar for decision.-
(1) Notwithgtanding anything contained in any law for the time
being in force, [if any dispute, touching the constitution,
management, or the business of a cooperative or the Federa
cooperative, other than a dispute relating to the eection of the
board and the eection of the office-bearers, arises],-

@

(b)

(©

(d)

among members, past members and persons daming through
members, past members and deceased members; or

between amember, past member or person claiming through
amember, past member or deceased member and the co-
operative or the Federa Co-operative, its board or any
office bearer, agent or employee of the co-operative or the
Federal Co-operative; or

between the co-operative or the Federal Co-operativeor its
board and any past board, any office bearer, agent or
employee, or any past office bearer, past agent or past
employee, or the nominee, heirs or legd representatives of
any deceased office bearer, deceased agent, or deceased
employee of the co-operative or the Federal Co-operétive;
or

between the co-operative or the Federal Co-operative and
any other co-operative or a credit agency;

such dispute shall be referred to the Regidirar for decision
2[xxxx].

(2) For the purposes of sub-section (1), the following shdl be
deemed to be disputes touching the congtitution, management or
the business of aco-operative or Federa Co-operative, namely.-

@

aclam by the co-operétive or the Federal Co-operative for
any debt or demand dueto it from amember or the nominee,
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heirsor legd representatives of adeceased member, whether

such debt or demand be admitted or not;

(b) adam by a surety againg the principa debtor where the
co-operative or the Federal Co-operative has recovered
from the surety any amount in respect of any debt or demand
dueto it from the principa debtor, as aresult of the default
of the principal debtor whether such debt or demand be
admitted or not;

(o) any dispute arising in connection with the eection of a
President or Chairperson, Vice-President or Vice-
Chairperson or Director of the co-operative or the Federa
Co-operative.

(d) any dispute between aco-operative or Federa Co-operative
and its employees or past employees or heirs or legal
representatives of adeceased employee, including adispute
regarding the terms of employment, working conditions and
disciplinary action taken by a co-operative or Federd Co-
operdtive, notwith standing anything contained in the Indudtrid
Disputes Act, 1947 (Centra Act 14 of 1947);

() aclam by aco-operative or Federa Co-operative for any
deficiency caused in the assets of the Co-operative or Federd
Co-operative by amember, past member, deceased member
or deceased office bearer, past agent or deceased agent or
by any servant, past servant or deceased servant or by its
board, past or present whether such loss be admitted or not.

(3) If any question ariseswhether adispute referred to the Regigtrar
under thissectionisadigpute touching the condtitution, management
or the business of a co-operative or the Federa Co-operative,
the decison of the Regigtrar thereon shdl befind and shdl not be
cdled in question in any Court.

1. Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.
2. Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.
& |
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40.

1(4) All disputes rdated to the dection of the members of the
board and the e ection of President, Vice-President, Chairperson,
Vice-Chairperson or any other office-bearer shal be filed in the
juridictiona Civil Court.

(5) All disputes pending with the Regigtrar as on the date of
the congtitution of cooperative eection commission shal be
disposed of by the Regidtrar as if this amendment had not been
made.]

Period of limitation.- (1) No dispute under Section 39 shall be
entertained unless it is referred to the Regidtrar within Sx years
from the date of the cause of action:

Provided that a dispute relaing to the eection of a Director,
President or Chairperson, Vice-president or Vice-Chairperson,
or other office bearers of the Board shal be referred to the
Regidrar within thirty days from the date of declaration of the
result of the eection.

2[Provided further a dispute relating to the disciplinary action
againg or service conditions of an employee shdl be filed within
aperiod of twelve months from the date of the order rdating to
such dispute]

(2) Notwithstanding anything contained in sub-section (1), the
Regidrar may entertain adispute referred after the period specified
in sub-section (1) if he is stisfied that the person making the
reference had sufficient cause for not making the reference within
that period.

41. Disposal of disputes.- (1) The Registrar may, on receipt of the

reference of a dispute under Section 39,-
(8 decide the dispute himsdif; or

(b) transfer it for digposa to any person who has been vested
by the Government with powers in that behdf; or

(c) referitfordigposd toan Arbitrator gppointed by the Regidrar.
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42.

(2) The Regidrar may withdraw any reference transferred under
clause (b) of sub-section (1) or referred under clause (c) of that
sub-section and decide it himself.

(3) The Regigtrar or any other person to whom a dispute is
referred for decision under this section may, pending the decision
of the dispute, make such interlocutory orders as he may deem
necessary in the interest of justice.

(4) When a dispute is referred to an arbitrator under clause ()
of sub-section (1), the award shdl, subject to such rules as may
be prescribed, include the fee payable to the arbitrator and the
fees and expenses payable to the Regigtrar. Such an award shdl
not be invaid merely on the ground thet it was made after the
expiry of the period fixed for deciding the dispute by the Registrar
and shall, subject to gppea be binding on the parties to the
dispute.

(5) Notwithstanding anything contained in Section 39, when any
dispute under clause (@) or (b) of sub-section (1) of the said
section isreferred for decison to the Regigtrar, and the Registrar
is satisfied on an gpplication by the co-operative concerned or
the Federa Co-operative that in the interest of the co-operative
or the Federd Co-operativeit isnecessary for an effectivedecison
of the dispute to implead persons who cannot be made partiesto
the disoute in proceedings before him, he may permit the co-
operative or the Federa Co-operativeto inditute aregular suitin
a civil court having jurisdiction and the Civil Court shal be
competent to entertain such suit.

Bar of jurisdiction of courts.- (1) Save asprovided inthisAct,
no civil or labour or revenue court or indudtrid tribuna shal have

any jurisdiction in respect of .-

1. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.
2. Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.
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(@ theregigtration of a co-operative or Federad Co-operative
or bye-laws or amendment of bye-laws,

(b) removad of a member or disqudification and remova of a
director or remova of the board;]

(¢) ?any application for surcharge filed before the Registrar
under section 37A or] any dispute required under Section
39 to be referred to the Regidtrar;

(d) any matter concerning the winding up and the dissolution of
a co-operative.

(2) Whileaco-operativeisbeing wound up, no suit or other legal
proceedings relating to the business of such co-operative shdl be
proceeded with or indituted against the Liquidator as such or
agains the co-operative or any member thereof, except by leave
of the Registrar or the Federa Co-operative and subject to such
terms as he or it may impose.

(3) Save as provided in this Act, no order or decision or award
made under this Act, shal be questioned in any court on any
ground whatsoever.

43. Execution of orders, etc.- (1) Every decison or award made
under Section 41, every order made by theliquidator under Section
50, and every order made by the Karnataka Co-operative
Appdlate Tribuna under Section 46 and every order made under
sub-section (8) of Section 11, shal subject to any other provisons
of this Act, be binding on the person or co-operative or the
Federal Co-operative against whom the order, decision or award
has been obtained or passed and shdl, if not carried out.-

(@ on a cetificate sSigned by the Registrar or any person
atltftdrised by him in this behalf be deemed to be a decree
of a Civil Court and shdl be executed in the same manner
as a decree of such court; or

(b) be executed according to the law and under the rulesfor the
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timebeing inforcefor therecovery asarrearsof land revenue:

Provided that an gpplication for the recovery of any sum
under this clause shdl be made to the Deputy Commissioner,
accompanied by a certificate Sgned by the Registrar or by
any person authorised by him in this behdf within twelve
yearsfrom the date fixed in the order, decision or award and
if no such date is fixed, from the date of the order, decison
or award, as the case may be.

() beexecuted by the Regigtrar or any other person subordinate
to him empowered by the Regidrar in thisbehdf (hereinafter
in this section referred to as authorised person) by the
attachment and sale or sale without attachment of any
property of the person or a co-operative or the Federal Co-
operative against whom the order, decison or award has
been obtained or passed.

(2 (& Notwithstanding anything contained in this Act, every
question relating to the execution, discharge or satisfaction of an
order, decison or award referred to in sub-section (1) or relating
to the confirmation or setting asde of asade held in an execution
of such order, decison or award in pursuance of clause (c) of
sub-section (1) or relaing to any diam or objection to an attachment
of any property made under Section 44 or in execution in pursuance
of the said clause (c) shal be determined, by an order of the
Regidrar or the authorised person before whom such question
arises,
(b)(i))Where any clam is preferred againgt or any objection is
made to the attachment of any property made under Section
44 or in execution in pursuance of clause (c) of sub-section
(2) of this section on the ground that the said property is not
lisble to such atachment, the Regidrar or the authorised
person shall proceed to investigate the claim or objection:

Provided that where the Registrar or the authorised person

I (2
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(i)

i)

condders that the clam or objection was designedly or

unnecessarily delayed, he shal make an order refusing such
invedtigation.

Where upon the said investigation, the Registrar or the

authorised person is satisfied that for the reason stated inthe
claim or objection such property was not, a the date of the

attachment, in the possession of the person or co-operative

or the Federd Co-operative againgt whom the order, decison
or award has been obtained or passed (herenafter in this

section referred to asthe judgment-debtor) or of someperson
in trust for the judgment-debtor or in the occupancy of a
tenant or other person paying rent to the judgment-debtor or

that being in the possession of the judgment-debtor at the

sad date, it was S0 in his possession, not in his own account

or ashisown property, but on account of or intrust for some

other persons, or partly on his own account and partly on
account of some other person, the Regigtrar or the authorised

person shall make an order, releasing the property whally or

to such extent as he thinks fit, from attachment.

Wherethe Registrar or the authorised personis satisfied that
the property was on the said date, in the possession of the
judgment-debtor as his own property and not on account of
any other person or was in the occupancy of a tenant or
other person paying rent to him, the Registrar or the
authorised person shdl disalow the clam.

Whereaclaim or an objection ispreferred, the party against
whom an order is made, may within a period of one year
from the date of such order, indtitute a suit in acivil court to
establish theright which he clamsto the property in dispute;
but subject to the result of such suit, if any, the order of the
Regigrar or the authorised person shdl be conclusive.

44. Attachment of property before award or order.- (1) If the
Regidrar issatisfied on an gpplication, report, enquiry or otherwise,
__________________________@&x»r_



that any person with intent to delay or obstruct the enforcement
of any order, decison or award that may be made againgt him
under the provisons of this Act,-

(& isabout to dispose of the whole or any part of his property;
or

(b) is about to remove the whole or any part of his property
from the jurisdiction of the Registrar, the arbitrator or
Liquidator, as the case may be,

he may, unless adequate security is furnished, direct the
attachment of the said property and such attachment shall
have the same effect as if made by a competent civil court.

(2) Where the Regigtrar directs attachment of the property under
sub-section (1), he shdl issue a notice cdling upon the person
whose property is so attached to furnish security he thinks
adequate within aspecified period and if the person failsto provide
the security so demanded, the Registrar may confirm the order
and after the decison in the dispute or the completion of the
proceedings referred to in the foregoing sub-section may direct
the disposal of the property so attached towards the claim if
awarded.

(3) Attachment made under this section shal not affect therights,
subsisting prior to the attachment of the property, of persons, not
partiesto the proceedingsin connection with which the attachment
is made, or bar any person holding a decree againgt the person
whose property is so attached from applying for the sale of the
property under attachment in execution of such decree.

45. Procedure for settlement of disputes and power of the
Registrar or any other person towhom adisputeisreferred
for decison.- (1) The Regigtrar or any other person to whom a
dispute is referred for decison under Section 39 for hearing a

1. Omitted by Act No. 4 of 2013,, w.ef. 11.02.2013.
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dispute under Section 41 shdl hear the disoute in the manner
prescribed, and shall have power to summon and enforce
attendance of witnessesincluding tile parties interested or any of
them and to compel them to give evidence on oath, affirmation or
affidavit, and to compel the production of documents by the same
means and as far as possible in the same manner, asis provided
inthe case of acivil court by the Code of Civil Procedure, 1908.

(2)1[******]

(3) (8 If the Regidtrar or any other person to whom adispute is
referred is satisfied that a person, whether he be amember of the
co-operative or the Federal Co-operative or not, has acquired
any interest in the property of aperson whoisaparty to adispute
he may order that the person who has acquired the interest in the
property may join as aparty to the disoute; and any decision that
may be passed on the reference by the Regigtrar or his nominee
or any other person shdl be binding on the party so joined, in the
same manner as if he were an origind party to the disoute.

(b) Whereadispute has been ingtituted in the name of thewrong
person, or where al the defendants have not been included,
the Registrar or any other person to whom a dispute is
referred for decision under Section 41 may, at any stage of
the hearing of the dispute, if satisfied that the mistake was
bonafide, order any other person to be substituted or added
as a plantiff or a defendant, upon such terms as he thinks
just.

() The Regidrar or any other person to whom a dispute is
referred for decision under Section 41, may, at any stage of
the proceedings, either upon or without the application of
any party, and on such terms as may gppear to the Regidrar,
or any other person deciding adispute, asthe case may be,
to be just, order that the name of any party improperly
joi ned whether as pla ntiff or defendant be struck out and
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(d)

whether as plaintiff or defendant or whose presence before
the Regidtrar, or any other person deciding a dispute under
Section 41, as the case may be, may be necessary in order
to enable the Registrar or such person effectually and
completdly to adjudicate upon and sdttle dl the questions
involved in the dispute, be added.

Any person who is a party to the dispute and entitled to
more than one relief in repect of the same cause of action
may dam dl or any of such reliefs but if he omitsto dlam
for dl such rdiefs, he shdl not make aclaim for any relief so
omitted, except with the leave of the Regigtrar or any other
person to whom a dispute is referred for decison under
Section 41.

(4) Every order, decison or avard made or given by the Regidrar,
or any officer or other person or aliquidator, under this Act, shall
be pronounced on the day on which the case is findly heard or
on some future day of which due notice shdl be given to the
parties.

1[46. Appeal — An gpped againg the decision or award made under
Section 41, or an order made under section 37A shdl lie to the
Karnataka Appdlate Tribunal congtituted under the Karnataka
Appellate Tribunal Act 1976 (Karnataka Act No. 10 of 1976)
within sixty daysfrom the date of the decison or award or order.]

1. Inserted by Act No. 21of 2004, w.ef. 31.03.2004.
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Chapter - VIII
WINDING UP OF CO-OPERATIVES

47. Winding up of a Co-oper ative.- (1) On an gpplication made by

not less than one-fifth of the members of a co-operative to wind
up the affairs of the said co-operative, the board shall convene a
generd meseting by issuing a notice to each member. Such natice
aongwith a notice to attend the generd meeting shdl dso be
issued to the Federd Co-operative, union co-operative, creditors,
auditor and to the subsidiary organisation of the co-operative,
who shdl dso have aright to make arepresentation at the generd
bodly.

(2) The generd body shall approve the resolution to wind up the
co-operative and to appoint aliquidator after the same 'is passed
by two-thirds of the members present in the generd meeting and
voting. Such resolution shal contain the detalls of the assets and
ligbilities of the co-operdive, the clams of any creditors, the
number of members and the nature and extent of interest of each
member in the co-operative. A copy of resolution after gpprova
by the generd body shdl be sent by registered podt to the Regidtrar,
the Federal Cooperative and union co-operative within fifteen
days from the date of such approval.

Explanation:- Inthissection "interest” meansinterest of amember
in a co-operative and includes shares, member loans, deposits
and obligations of any kind that,-

(i) arise by virtue of the bye-laws of the co-operative; and
(i) are owed by the co-operative to the member.
[Provided that in the case fo a Co-operative Bank, no action in

A wDD PR

Substituted by Act No. 21of 2004, w.e.f. 31.03.2004.
Substituted by Act No. 21of 2004, w.ef. 31.03.2004.
Substituted by Act No. 21of 2004, w.e.f. 31.03.2004.
Substituted by Act No. 21of 2004, w.e.f. 31.03.2004.
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terms of sub-sections (1) and (2) shdl be taken unless a copy of
the application referred to in sub-section (1) is sent to the Reserve
Bank or National Bank as the case may be, and its consent
obtained; and]

(3) Y[The Registrar] may require from a co-operative, liquidator
or any other person who is required to furnish information, an
annud or other return on showing,-

(@ the progress of winding up;
(b) thedigribution of any undistributed surplus or reserves,; and
(c) any other information thet 2[he may require].

3[(4) The Regidrar after condderation of the information under
sub-section (3) may approve the resolution to wind up the Co-
operative and communicate the same to the said Co-operative
and the Federd Co-operative. Such resolution shdl take effect
from the date of approva by the Registrar.]

4[48.Winding up by the Federal Co-operative.-- (1) If the Registrar
after an audit has been made under section 33 or an inquiry has
been held under section 35 or an receipt of an gpplication made
by not less than three fourths of the members of a Co-operative,
isof the opinion that the Co-operative ought to be wound up, he
may issue an order directing it to be wound up.

(2) Where the Federal Co-operétive has reasonable cause to
believe that a co-opertive,-

(& has not commenced business within two years after
registration; or

(b) has not carried on business for two consecutive years; or

(c) isnolonger operating in accordance with the co-operdtive
principles and the provisions of this Act, rules and the bye-
laws of the Co-operative,
he may suo-motu, require the Chief Executive of the Co-

I (0 I
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operdtive to intimate whether sub So-operative is carrying
on busness or is submitting annud returns.

(3) If no reply is received from the Chief Executive within one
month, the Regidrar shdl within fourteen days after the expiry of
said period record that no reply has been received by it and shall
publish ancticein the news paper having generd circulation in the
local areato wind up the co-operative.

(4) If the Regidtrar receives areply from the co-operative that it
isnot carrying on business or is not in operation or does not wish
to continue as a co-operative or cannot submit an annud return,
he shal publish in the newspaper and send to the co-operative a
notice specifying the date on the expiry of which the co-operative
shdl, unless cause is shown to the contrary, be wound up.

(5) If the Regidrar after considering the reply, if any, is stisfied -

(i) that theco-operative hasno assetsor liahilities, heshdl issue
a certificate that the co-operative has been wound up and
cancel the regidration of such co-operative forthwith; or

(i) that the co-operative has assets or ligbilities, he shal on
receipt of a report from the Chief Executive of such co-
operativethat liquidator has not been gppointed by the genera
body after a resolution to wind up has been passed,

gppoint a liquidator and communicate the same to the Co-
operative and the Federa co-operative.

(6) The Regigtrar may cancd an order for the winding up of aCo-
operative, a any time, in any case, wherein hisopinion, the Co-
operative should continue to exig.

(7) Notwithgtanding anything contained in this section, no Co-
operative Bank shdl be wound up or an order for winding up
shdl be cancelled except with the previous sanction in writing of
the Reserve Bank or Nationad Bank.]

1. Inserted by Act No. 21of 2004, w.ef. 31.03.2004.
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49. Duties of Liquidator.- (1) The liquidator immediatdy after he
assumes the charge of office of liquidator, shdl intimate the-same
to the Registrar and Federd Co-operative, to each claimant,
share holder and to each creditor of the co-operative. A notice
of his appointment shal aso be published in the Gazette once in
aweek for two consecutive weeks and in the newspaper™ published
or digtributed in the place where the registered office of the co-
operative is Stuated. He shal aso take reasonable steps to give
notice of the liquidation of such co-operéative in the area where
the co-operative carried on its business.

(2) The notice issued under sub-section (1) shal specify:-

(i) the amount indebted to the co-operative and the time and
place for payment of amount due to the co-operative by the
debtor to the liquidator;

(i) the time and place of deivery of the property of the co-
operative to the liquidator; and

(iii) the present or future postion of the clams againg the co-
operative whether liquidated or otherwise,

and shdl require dl the persons concerned to comply with
such natice not later than two months after thefirgt publication
of the notice.

(3) The liquidator shdl:-

(& take into custody and control the property of the co-
operdtive,

(b) prepareagtatement of assstsand liabilitiesof the co-operative
under liquidation and send a copy of such statement to the
Federa Co-operative and to the Registrar [and in the case
of a co-operative Bank, also to Reserve Bank];

1. Substituted by Act No. 21of 2004, w.e.f. 31.03.2004.
2. Substituted by Act No. 21of 2004, w.e.f. 31.03.2004.

3. Inserted by Act No. 21of 2004, w.ef. 31.03.2004.
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() open and maintain atrust account for the money of the co-
operdtive,

(d) keep accounts of the money of the co-operative received
and paid out by him;

() maintain separate lists of the members, creditors and other
persons having clams againgt the co-operative;

(f) whereat any time he determinesthat the co-operative or the
Co-operative Bank is unable to pay or adequately provide
for the discharge of its obligations, apply in the cases of a
Co-operative Bank to Reserve Bank, and in other casesto
the Regigrar for directiong];

(9 ddiver to ?[the Regidrar] atleast once in every sx months
period or more often as the Federal Co-operative may
require, financia statements of the co-operative in any form
that the liquidator considers proper or that the Federal Co-
operative may require.
3[and in the case of aCo-operdtive Bank, ddiver such financid
satements aso o0 the Reserve Bank].

50. Powersof Liquidator.- (1) The liquidator may:-

(& retain lawyers, accountants, engineers, gppraisers and other
professond advisors,

(b) defend or take part in any civil, crimina or adminigrative
action or proceeding in the name and on behaf of the co-
operdtive,

(c) carry on the business of the co-operative as required for an
orderly liquidation;

(d) <l by public auction any property of the co-operative;

Substituted by Act No. 21of 2004, w.e.f. 31.03.2004.
Substituted by Act No. 21of 2004, w.e.f. 31.03.2004.
Substituted by Act No. 21of 2004, w.e.f. 31.03.2004.
Substituted by Act No. 21of 2004, w.ef. 31.03.2004.
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51

(e) do dl acts and execute any documents in the name and on
behdf of the co-operative;

(f) borrow money on the security of the property of the co-
opertive,

(0 settle or compromise any claims by or against the co-
operative; and

(h) take al such steps that are necessary for the liquidation of
the co-operative.

(2) Where aliquidator has reason to believe that any person has
in his possession or under his control or has concedled, withheld
or misgppropriated any property of the co-operative, he shdl
inform [the Registrar] to take further action against such person.

(3) Noliquideator or hisrelativesshdl purchasedirectly or indirectly
any part of the stock-in-trade, debts or assets of the co-operative
under liquidation.

Final Accounts.- (1) A liquidator shdl pay the costsof liquidation
out of the property of the co-operative and shdl pay or make
adequate provison for payment of al clams agang the co-
operdtive.

(2) After paying or making adequate provison for dl dams
againgt the co-operative, the liquidator shall apply to 2[the
Regigtrar] for approva of hisfina accounts and for permisson to
digribute in cash or in kind the amounts due to the members out
of the remaining property of the co-operative in accordance with
the bye-laws.

(3) Where 3[the Regidtrar] approves the final accounts rendered
by a liquidator in pursuance of sub-section (2), *[he] shdl:-

(@ issue directions regarding the custody or disposal of the
documents and records of the co-operative; and

(b) discharge the liquidator.

1. Substituted by Act No. 21of 2004, w.e.f. 31.03.2004.
@& |



1(4) Where the Regigtrar discharges the liquidator under sub-
section (3), he shdl issue a certificate of winding up of the Co-
operative and cancel the of regigtration of such Co-operative)].

(5) The co-operative ceases to exist as a corporate body from
the date on which the certificate of regidration is cancelled.

52. Digposal of assets of a Co-operative under Liquidation.-
After preparation of a statement of assets and ligbilities by the
liquidator under clause (b) of sub-section (3) of
Section 49 with aview to redise optimum vaue for the assets of
the co-operative under liquidation, the liquidator may aso invite
the Federal Co-operative or other co-operatives or
co-operative societiesto purchase the assets of such co-operative.

1. Substituted by Act No. 21 of 2004, w.e.f. 31.03.2004.
2. Omitted by Act No. 4 of 2013, w.ef. 11.02.2013.
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Chapter - IX

THE FEDERAL COOPERATIVE

53. Congtitution, functions and management of Federal Co-
operative.- (1) There shdl' be a Federd Co-operative in the
State. All Co-operatives registered under this Act shal be the
members of such Federa Co-operdtive.

(2) After theregigration of fifty co-operatives under thisAct, the
Regigrar shall frame the bye-laws of the proposed Federd Co-
operative and take steps to register the Federa Co-operative
and its bye-laws:

Provided that till the assumption of office by the first Board, the
Registrar shdl exercise the powers and perform the functions of
the Federa Co-operative under this Act.

(3) Where the Federd Co-operativeisregistered under thisAct,
the Regidrar shal issue a certificate of registration sgned by him
which shal be conclusive evidence that the Federal Co-operative
is duly registered as such under this Act.

(4) The Federd Co-operative registered under this Act shall be
a body corporate having perpetual successon and a common
sed with power to hold property, enter into contracts, inditute
and defend the suits and other legal proceedings and to do al
things necessary for the purposes for which it was congtituted.

(5) The Federd Co-operative shdl immediately after itsregigtration
adopt its bye-laws framed by the Registrar. Any amendments of
the bye-laws shal be in accordance with the procedure specified
in Section 11 and such amendment of bye-laws shdl come into
force on the date it is Y[gpproved by the Registrar.]

(6) 2Poooooxx]
(7) The Federd Co-operative shdl perform thefollowing functions,

1. Omitted by Act No. 16 of 2005, w.e.f. 01.06.2005.
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namdy:-

@

(b)

(©

(d)

(€
()

(©)
()
0]
()
(k)

@
(m)

promote and organise co-operative and for this purpose
frame modd byelavsand issue guiddinesfor framing various
policies for co-operatives in accordance with co-operative
principles;

provide co-operativetraining, education and information and
propagate co-operative principles;

undertake research and evaluation and assist in the
preparation of perspective development plansfor the member
co-operatives,

promote harmonious relations between member co-
operdtives,
1Poood]

provide management devel opment services to member co-
operatives including participation in board meetings when
required;

evolve code of conduct for, member eo-operatives,
evolve viahility norms for member co-operatives,
providelega assistance and advice to member co- operdives,

provide any other services at the behest of member co-
operdtives,

promote new forms of co-operative enterprises,
condtitute and maintain a co-operative education fund;

undertake experimenta projects towards the application of

a b~ owbd P

Omitted by Act No. 4 of 2013, W.ef. 11.02.2013.
Substituted by Act No. 21 of 2004, w.e.f. 31.03.2004.
Inserted by Act No. 21 of 2004, w.e.f. 31.03.2004.
Renumbered by Act No. 21 of 2004, w.e.f. 31.03.2004.
Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.
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(n) liaase on behdf of and amongst co-operatives,
(0) serve as data bank of co-operatives,
(p) represent the interest of member co-operatives,

(q) ensureconduct of audit, eectionsand genera body meetings
of its member co-operatives within the time stipulated,

() undertake business and services on behdf of the member
co-operatives,

(59 convenethe specid generd body meeting where a member
co-operative fails to convene such a meeting under sub-
section (2) of Section 30;

(t) l[***********]

2[(u) have the power of ingpection of the member Co-operatives.

Provided that in th case fo Co-operative Bank, no action
under this clause shdl be taken unlessit has the approva of
the Reserve Bank ]

3[(8) The provisons of Section 23 relating to generd body shall
mutatis mutandis apply to the Federal Co-operative.]

4[(9) The Presdent or Chairperson of a member co-operative
shdl be the representative at the general body of the Federal Co-
opertive. If for any reason, the Chairperson or President isunable
to represent, he may nominate any director of the board to bethe
representative. The representative shal continue to represent the
co-operaive in the Federa Co-operative as dong as he remains
in office in the member co-operdive]

5[53A. Bye-laws of the Feder al Cooper ative.-(1) Subject to
the provisons of this Act and the Rules, the Federa cooperative shdll
function in accordance with its bye-laws which shal asfar as possble
adhere to the cooperative principles.

@& |
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(2) The bye-laws of the Federa cooperative shall provide for
the following métters namely:-

(i) the name, address and area of operation of the Federa
Cooperative,

(i) theobjectives and functions of the Federal co-operative;
(i)  the admission and termination of membership;

(iv) therights dutiesand liahilitiesof membershipinduding those
of the nomind members,

(v) recruitment of gaff and their conditions of service;
(vi) thefunctions and duties of the chief executive;

(vii) the procedure for the conduct of board meetings and the
quorum;

(viii) congtitution of the board and the powers, functions and
duties of the board and the office bearers;

(X)  therights of the directors including the right to vote and
the right to contest in the dections;

) the qudifications and disqudifications for being dected
or continued as a member of the board;

(xi)  thepowersand functions of the genera body;

(xii)  the procedure and conduct of general meetings and the
frequency and the quorum required;

(xiii)  the consequences of the default of any member in pay-
ment of any dues to the Federa cooperative;

(xiv)  the scope and terms for mobilisation of funds,

(xv)  the procedure for collection of the members subscrip-
tion and the quantum;

1. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.
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(xvi)  purposes for which the funds may be applied;

(xvii)  the condtitution of various funds and their purposes;

(xviii)  the gppointment of the auditor and his powers and func-
tions,

(xix)  thepowers, function and dutiesof the President or Chair-
person;

(xx) thetravdling dlowance, daly dlowance, gtting fee and
other alowances of the directors and the office bearers;

(xxi)  the procedurefor theimplementation and formulation of
the programmes of cooperative education and training;

(xxii)  condtitution of sub committees, their dutiesand functions;
(xxiii)  procedure for amendment for bye-laws,
(xxiv) theterm of office of the board and the office bearers,

any other matter which is required to be or may be provided in
the bye-laws.]

54. Board of the Federal Co-operative.-'[ (1) The board shal be
respong blefor the direction and control of the management of the
affairs of the federa cooperdtive;

(2) Thedrength of the board of the Federd cooperative shall not
exceed twenty one excluding the Chief executive;

Provided that the federal cooperative shal co-opt persons
having experience in the fidld of banking management, finance or
specidization in any other field relating to the objectsand activities
undertaken by the Federal cooperative, as members of its board
and such co-opted members shdl not havetheright to votein any
election of the Federal cooperative in their capacity as such

1. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.
2. Substituted by Act No. 21 of 2004, w.e.f. 31.03.2004.
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55.

members or to be digible to be elected as office bearers of the
board.

Provided dso further that the number of such co-opted members
shall not exceed two in addition to twenty-one directors specified
above.

Provided dso that the functiond directors not exceeding three
of the Federa cooperdtive shdl be adso be the members of the
board and such members shal be excluded for the purpose of
counting the tota number of directors specified above]

(3) The term of the Board of the Federa Co-operative shdl be
five years from the date of ‘[eection]

(4) The Chief Executive shdl be the ex-officio director of the
Board and shdl not have right to vote in the dection of office
bearers.

Disgualification for being elected or continued asdirector .-
(1) A person shdl be disqudified for being eected or continued
as director of the Federa Co-operétive, if such person:-

(i) hes a any time logt the right to vote as a member or to
continue as such; or

(i) has not been a voting member of the Federal Co-operative
for a period of aleast two years, immediately proceeding
the year of dection; or

(iii) incurs any other disqudification specified in the bye-laws of
the Federa Co-operative; or

(iv) absents himsdf from three consecutive board meetings or
generd mesetings without leave of absence; or

2[(v) is convicted for an offence involving mord turpitude under

1. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.

2. Inserted by Act No. 21 of 2004, w.ef. 31.03.2004.

3. Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.
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any law for tehtimebeing in force or for an offence committed
under this Act.]

1 (2) in addition to such disqudification as may be specified inthe

@

(b)

(d)

(€

bye-laws, the directors of the Federa cooperative shall incur
disqudification for being eected or continued as directors of
the Federa cooperative or any other cooperative if, during
their term of office, they have —

not provided necessary assistanceto the cooperative eection
commission for conducting eectionsto the board before the
term of expiry of the outgoing board;

not conducted the annual generd meeting within the twenty
fifth day of September every year or have not conducted the
soecid generd meeting within the specified time from the
date of requigtion;

failed to present the audit report dong with audited financia
satementsof the preceding yeer in the annud generd mesting;

failed to submit returns to the Regisirar as per section 64A
within six months from the date of close of the cooperdive
year,

committed grave financid irregularities or fraud which have
been detected.]

2[(3)If any question arises as to whether a member of the board

was or has become subject to any of the disqudification
mentioned in this section, the registrar shdl ether suo-motu
or on a reprot made to him shal decide the question after
giving the person concerned a reasonable opportunity of
being heard ]

3[(4) The provisons of sub-sections (6) and (7) of section 30
shdl mutatis-mutandis apply to the Federa cooperativeif its
dlrectors incur any of the dlsqudlflcetlons mentloned in

2. Inserted by Act No. 4of 2013, Wef 11. 02 2013
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56. Powersand Functionsof the Board.- The Board of the Federa
Co-operative shdl bethe authority to exercise al the powersand
perform al the functions conferred on the Federd Co-operative
under this Act, rules and the bye-laws, and shdl have powers-

(@* [toinform the Cooperdtive Election Commission to conduct

(b)

(©
(d)
G

()

election to the office of] the Presdent or Chairperson, Vice-
President or Vice-Chairperson and other office bearers,

to remove from office the President or Chairperson, or Vice-
president or Vice-Chairperson and other office bearers,

to gppoint and remove the Chief Executive;
to fix gaff srength;

to frame policies concerning the organisation and servicesto
the member co-operatives,

to frame regulaions regarding:-

custody and investment of funds;

maintenance of accounts,

mobilisation, utilisation and investment of various funds;
monitoring and management of information systlem including
gatutory returns to be filed; and

such other subjects and matters necessary for the effective
performance of the Federal Co-operative;

to place the annua report, annud financid statements, and
annud plan and budget for the approva of the generd body;

?[(g-Dto consider the inquiry report, if any, take action for

rectification of the irregularities pointed out, if any, in the
inquiry, cause compliance report and place the report before
the generd body;

1. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.
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S7.

(g-2) to prepare the annud financid statements, schedules, and
other statements and produce the same to the auditor along
with the concerned books of accounts, records and other
documentswithin the thirty daysfrom the date of close of the
cooperédive year;

(g-3) to provide necessary information and assistance to the
Cooperative Election Commission for conducting eection
before the expiry of the term of the office of the board;

(g-9) tofilereturns and information to the Registrar as per section
64A within the thirtieth day of September every year;]

(h) tocondder audit and compliance report and placethe reports
before the genera body; and

(i) to undertake such other functions as may be delegated by
the generd body.

Powers and functions of President or Chairperson, Vice-
presdent or Vice-Chairperson and other office bearers.-
(1) There shdl be aPresident or Chairperson, Vice-president or
Vice-Chairperson of the Federal Co-operative elected from
amongst the elected members of the Board.

(2) The President or Chairperson shall preside over the meetings
of the Board and genera body of the Federal Co-operative. In
the absence of the President or Chairperson, the Vice-President
or Vice-Chairperson shal preside over the meetings of the board
and genera body of the Federa Co-operative. The President or
Chairperson shdl have only acagting vote in the event of equality
of votes on any matter being decided upon by the board except
election to the office bearers. The President or Chairperson shdl
exercise such powers as may be delegated by the board and

specified in the policies framed or resolutions adopted by the
d
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(3) The term of office of the President or Chairperson, Vice
President or Vice Chairperson and any other office bearer to be
elected as per the bye-laws shdl be five years from the date of
election and their term shal be co-terminus with the term of the
board.]

157A. Supersession or Suspension of the board.-The provisons
of the section 38 shal mutatis-mutandis apply to the supersession
or suspension of the board of the Federd cooperative. The
Regigtrar shal be competent to take action againgt the federa
cooperative)

?[58. Elections.-(1) The Cooperative Election Commisson shal be
respongble for conducting elections to the board and the office
of the office bearers of the Federa cooperative.

(2) The dection to the board shdl be conducted immediately
before the expiry of the term of the outgoing board so0 as to
ensure that the newly dected members of the board assume
officeimmediatdy on the expiry of theterm of office of the outgoing
board.

(3) The newly dected directors of the board shdl assume office
immediately on the expiry of the term of the outgoing board.

(4) The provisons of section 26A shal mutatis-mutandis apply in
relation to the cooperative eection commission.]

3[59. Filling up of casual vacancies.-The board may fill up acasud
vacancy on theboard by virtue of degth, resignation, disqudification
or any other reason by nomination out of the same class of
members in respect of which the casud vacancy hes arisen, if
there is a quorum.

Provided that the board may fill up the casud vacancy through
co-option only if the remaining term islessthan haf of the origind

1. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.
2. Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.
3. Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.
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term of the board.]

Meetings.- (1) The number of board meetings and genera
mesetings shal be specified in the bye-laws of the Federd Co-
operdtive:

[Provided that the board shal conduct not less than six board
meetings and one generd meeting in a cooperative yedr,

Provided further that the annual generd meeting shdl be held
within twenty fifth day of September of every year.]

(2) ?[The board of the Federal cooperative may convene specia
generd meseting a any time as per its needs, but shdl convene]
agpedia generd medting within thirty days of receipt of areguisition
to this effect from not less than one tenth of members of the
Federal Co-operative or as provided in the bye-laws and any
such requistion shdl contain the reasons for conducting such
mesting.

(3) Intheevent of failure by the Federa Co-operativeto call such
mesting, the Regigtrar shal convene such genera mesting within
sixty days of receipt of such a request made to him by not less
than one tenth of the members of the Federd Co-operdtive.

3[(3A) Thequorum for a generd meeting shall be as specified in
the bye-laws, but shall not be less than twenty percent of the
members digible to vote a the meeting. If there is no quorum at
the time of transaction of any busness in any genera mesting,
such business shdl not be transacted.

(3B) The quorum for ameeting of the board shdl be as specified
in the bye-laws but shal not be less than the number next to fifty
per cent of the strength of the board. If there is no quorum at the
time of transacting any businessin any meeting of the board, such
business shal not be transacted.]

(4) The Chief Executive of the Federa Co-operative shal record
in the minute's book minutes of al proceedings of every generd
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meeting and of every meeting of the board of the Federd Co-
operative.

(5) Such minutes shdl be communicated to dl personsinvited for
the meeting within thirty days of the concluson of the mesting.

(6) The minutes so recorded shall be signed by the person who
chaired the sad meeting

Employees of the Federal Co-operative.- (1) The Board of
Federa Co-operative shal determine the cadre strength of the
establishment and scales of pay of its employees:

Provided that the Federa Co-operative may borrow the services
of the employees of other co-operatives, co-operative societies,
State or Central Government or their Organisations, Public-Sector
Undertakings and such other professional experts on such terms
and conditions as may be approved by the genera body:

Provided further thet the first Chief Executive shdl be gppointed
by the Regidrar.

(2) The Chief Executive shdl perform functions in accordance
with the bye-laws and shdl -

(& have genera superintendence and control over the day to
day affairs of the Federal Co-operétive.

(b) be the person to sue and be sued on behdf of the co-
operative,

() have powers on behaf of the Federa Co-operative to
endorse, sign, negotiate cheques and other negotiable
instruments and operate the bank accounts of the Federa
Co-operative,

(d) berespongble for gppointment of employees and to ensure
discipline, performance and wefare;

1. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.
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be the person to enter into agreements or contracts on behalf
of the Federa Co-operétive,

arrange to maintain proper records and accounts of the
Federal Co-operétive;

present the draft annual report and financid statements for
the approva of the board within the time dipulated in the
bye-laws,

convene the board meetings and genera body meetings in
consultation with the Presdent or Chairperson, in accordance
with the bye-laws and record the proceedings thereof;

furnish thefinancid satements, schedulesand other Satements
with the approval of the board and the related books of
accounts, records and other documents necessary for the
annud audit of accounts of the Federal cooperdtive to the
auditor withinthethirty daysfrom the cose of the cooperative
year;

(I-1) place before the board the action to be taken for rectification

of defects pointed in the audit report, obtain approval of the
board and take action accordingly;

(I-2) place before the board the action to be taken for rectification

of defects pointed intheinquiry report, if any, obtain approva
of the board and take action accordingly;

(1-3) render necessary information and assistance to the

cooperdive dection commisson for conduct of eections
before the term of expiry of the board;

(I-4) furnish to the Regidtrar within the thirtieth day of September

@

every year, the returns and information to be submitted as
per section 64A to the Registrar;]

be responsible to the board;

1. Substituted by Act No. 4 of 2013, w.e.f. 11.02.2013.
2. Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.
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(k) furnish to the board information necessary for monitoring the
performance of the Federal Co-operative;

(1) furnish regigters and accounts a the time of audit by the
auditor or by the Chartered Accountant; and

(m) perform any other function authorised by aresolution of the
board and generd body.

Funds of the Federal Co-operative.- (1) The Federa Co-
operative shal condtitute a fund caled "Federa Co-operdtive
Fund".

(2) The Federal Co-operative Fund shal consst of ,-

(i) interest freeinitia loan of asum of rupeesten lakhs made by
the Government which is repayable within a period of ten
years by the Federa Co-operative to Government; and

(i) contributions made by each member co-operdtive [every
cooperative year] at such rates specified in the bye-laws of
the Federa Co-operative,

(3) The Federd Co-operative shdl aso maintain a Co-operative
Education Fund.

(4) If any member co-operative fals to make the contribution
towards the Federd Co-operative Fund without prejudice to any
action to which such member co-operativesisliable under Section
68, such co-operative shdl not have aright to vote and contest
for any office in the genera body meseting of the Federd Co-
operative.

2[62A- Cooper ative Education and Training.-(1) The cooperative

education fund congtituted under clause (xxi) of sub-section (2)
of Section 10 shall be utilized for the purpose of promation of
the cooperative movement in the State and for providing education
to the members, directors and cooperators of the cooperatives
and the generd public and training to the employees of the
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cooperatives,

(2) Every co-operative shdl pay its Education fund contribution
to the account of the Karnataka State Souharda Federal
cooperative;

(3) All contributions made by the cooperatives towards co-
operdtive education fund and donations received, if any,
from any person or ingtitution shal be credited to the
cooperative education fund.

(4) Every cooperative shdl pay the education fund contribution,
within thirty daysfrom the date of the annua general meeting
to the Federd cooperative.

(5) The cooperative education fund shall be maintained and ad-
ministered by the Karnataka State Souhardha Federation
Cooperative Limited in such manner asmay be prescribed.

(6) No expenditure out of the cooperative education fund shall
be incurred without the gpprova of an advisory committee
constituted for the purpose as prescribed.]

63. Accounts.- The Federd Co-operative shal maintain thefollowing
records and books of accounts, namely:-

(@ the minutes book;

(b) regigration certificate and acopy of the registered bye-laws
and of the amendments registered from time to time;

() byelaws of the Federd Co-operative and of each of its
member co-operatives with upto date amendments;

(d) accounts of dl sums of money recelved and expended by

1 Substltuted by Act No 4 of 2013 w.ef. 11.02. 2013
2. Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.

3. Substituted by Act No. 4 of 2013, w.ef. 11.02.2013.
4. Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.

@& |



THE KARNATAKA SOUHARDA SAHAKARLACT 1567 |
(e) accountsof dl purchases and sales of goods by the Federa

Co-operative,

(f) accounts of the assets and liabilities of the member co-
operatives and the Federa Co-operative;

(0 aregiger showing totd membership and the memberwise
use of various services,

(h) aligt of members with voting rights for the current year
updated within thirty days of *[closure of the cooperative
year];

() up-to-date copies of the board resolutions; and
() annua report and audit report.

2[63A. Furnishing information to the members.- The Federa co-
operative shdl provide accessto every member to perusethe books,
information and accounts kept in regular transaction of its busness
with such member and to obtain the related information and ac-
counts

3[64. Audit.-(1) The Federd cooperative shdl get its accounts
audited atleast once within thefirst day of September every year by an
auditor or an auditing firm gppointed by its genera body meeting from
apand of the auditors or auditing firms gpproved by the Director of
cooperative audit and obtain the audit report within the said period.

(2) Theprovision of section 33 related to the audit of acoopera-
tive shall mutatis-mutandis apply to the Federd cooperative.]

4[64A. Filing returns to the Registrar.—The Federd cooperative
shdl, within a period of sx months, from the close of the
cooperative year, file the following returns and information to the
Regidrar; namdy,—

(& annua report of the activities of the preceding year and
the programme for the ensuing year;

(b) audited financid gatements;
. «» |
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(o planfor disposa of surplusor savings as approved by the

generd body;
(d) ligt of amendments made to the bye-laws, if any;

(¢) declaration regarding the date of conducting the generd
body mesting and dections, if any;

(f)  list of directors and their term;

(@ any other information required by Registrar under the pro-
visonsof thisAct]

65. Inquiry.- (1) Onan application of acreditor to whom the Federa
Co-operative is indebted or of not less than one third of the
members of the board of the Federal Co-operative or of not less
than onetenth of the total members of the member co-operatives,
the Regidrar shdl conduct an inquiry forthwith into any matter
raised in such an application relating to the constitution,
management, working and financia conditions of the Federd Co-
operative. The cost of inquiry shal be met by the creditor or by
the Federa Co-operative or by the member co-operatives, as
the case may be.

(2) The Regigrar shdl issue, in writing, a notice not less than
fifteen days to the Federd Co-operative regarding the date on
which he proposes to commence the inquiry:

Provided that for reasons to be recorded in writing he may issue
a shorter notice,

(3) The inquiry shal be completed as far as may be within a
period of Sx monthsfrom the date of order of theinquiry. However,

such period may be extended by six months under extraordinary
circumstances.

(4) The Regidrar shdl, within a period of one month from the
date of conclusion of theinquiry, send acopy of theinquiry report
to the Federa Co-operative and to the applicant.

@ |
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(5) For the purpose of inquiry under this Act, the Registrar,-

@

(b)

may require in writing the Presdent or Chairperson, Vice-
President or Vice-Chairperson, or any Director, office bearer
or officer or any other authority concerned to produce such
receipts, vouchers, statements, returns, correspondences,
notice or any other documents as he may consder necessary

for the purpose of inquiry;

shall, a dl times, have free access to the books, accounts,
documents, securities, cash and other properties belonging
to or in the custody of the Federad Co-operative and may
sumMmMonN any person in possesson or respongble for the
custody of any other properties to produce the same at any
public office or a the head quarters of the Federa Co-
operative or any branch thereof;

may summon any person who, he has reason to believe has
knowledge of any of the affairs of the Federd Co-operative,
to appear before him at public office or at the headquarters
of the Federal Co-operative or any branch thereof and may
examine such person on oath.

66. Action on Inquiry Report.- Where the inquiry report reveds
mismanagement on the part of any or dl of the office bearers or
directors or officers and employees of the Federa Co-operétive,
the Registrar may without prgudice to any civil or crimind
proceedings to which they may be liable, direct the board to
convene ageneral meeting within such reasonable time as he may
specify, to discussthefindings of theinguiry report and for initiating
necessary action againgt the concerned.
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Chapter - X
COOPERATIVE PRINCIPLES

67. Co-operative principles.- The co-operatives registered under
this Act shdl as far as possible be guided by the following co-
operative principles, namely,-

@

2

3

(4)

Co-operatives are voluntary organisations, open to al
persons able to use their services and willing to accept the
responsbilities of membership, without gender, socid,
racid, politicd or religious discrimination.

Co-operatives are democratic organisations controlled by
their members, who actively participate in setting their
policies and making decisons. Men and women serving as
€lected representatives are accountable to the membership.
In Primary co-operatives, membershave equd voting rights
(One member, one vote) and co-operatives a other levels
are organised in a democratic manner.

Members contribute equitably to, and democraticaly
control the capita of their co-operative. Atleast part of
that capitd is usudly the common property of the co-
operative. They usudly receive limited compensation, if
any, onthe capitd subscribed asacondition of membership.
Members dlocate surpluses for any or dl of the following
purposes,; developing the co-operative possibly by setting
up reserves pat of which atleast would be indivishble,
benefitting membersin proportion to thelr transactionswith
the co-operative; and supporting other activities approved
by the membership.

Co-operétives are autonomous, self-help organisations
controlled by their members. If they enter into agreements
with other organisations including Government or raise
capita from externa sources, they do so on terms that
ensure democratic control by their members and maintain
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)

(6)

()

their co-operative autonomy.

Co-operdtives provide education and training for their
members, elected representatives, managers, and
employees so they can contribute effectively to the
development of their co-operdives. They informthegenera
public particularly young people and leaders about the
nature and benefits of co-operation.

Co-operatives serve their members mogt effectively and
strengthen the co-operative movement by working together
through locdl, regiond, nationa and internationd Sructures.

While focusing on member needs, co-operativeswork for
the sustainable development of their communities through
policies accepted by their members.

a b~ owd PP
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Chapter - XA
SPECIAL PROVISIONSFOR
INSURED BANKS

67A. Certain ordersto bepassed by theRegistrar if sorequired
by the Reserve Bank: (1) Notwithstanding anything to the
contrary contained in this Act, in the case of a Co-operative bank
which is an insured Bank, 2[the Registrar shdl]:

0)

(i)

2

If so required by the Reserve Bark, in the circumstances
mentioned in section 13D of the Depogt Insurance and
Credit Guarantee Corporation Act, 1961, 3[xxx] make an
order for winding up of a Co-operative Bank;

Where an order of moratorium has been made by the
Centrd Government under sub-section (2) of section 45
of the Banking Regulation Act, 19494[xxx] make an order
sanctioning a scheme of compromise or arrangement or
amalgamation or reconstruction including divison or
reorganization of the Co-operative Bank;

If 0 required by the Reserve Bank, in the public interest,
or for preventing the affairs of the Co-operative bank being
conducted in a manner detrimental to the interest of
depositor or for securing the proper management of the
bank 5[xxx] make an order for supersesson and removal
of the committee of the Management or other Managing
Body by whatever name called, of the Co-operative Bank
and the gppointment of an Administrator thereforefor such
period or periods not exceeding five yearsin the aggregate
asmay fromtimeto time be specified by the Reserve Bank
and the Adminigtrator so appointed, shal after the expiry
of histerm, continuein his office until the day preceding the
date of the firgt taking over by the new board of such
bank.

In the case of Co-ooperative bank which is an insured
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3

bank, the Federd Co-operative or the General Body of a
Co-operative bank shal not decide the winding up or
sanctioning a scheme of compromise or arrangement or
amagamation or recongtruction of the bank or make an
order for supersesson of the committee management or
other managing body (by whatever name caled) of the
bank and the gppointment of an Adminigtrator therefor,
unless previous sanction in writing from the Reserve Bank
IS obtained.

No gpped, revison or review shdl lie againgt an order
made under sub-sections (1) and (2) on the requisition or
previous sanctino granted by the Reserve Bank and
suchorder or sanction shal not be lidble to be called in
guestion in any manner.

67B.Reimbursement to the Deposit Insurance Corporation by
the liquidator s.- Where a Co-operative Bank beign an insured
bank is wound up or taken into liqudation and the Deposit
Insurance Corporation has become ligble to the depositors of the
insured bank under sub-section (1) of section 16 of that Act, the
Deost Insurance Corporation shal be reimbursed by the liquidator
or such other person in the circumstances, to the extent and in the
manner provided in section 21 of the Deposit Insurance
Corporation Act, 1961.

1. Inserted by Act No. 4 of 2013, w.ef. 11.02.2013.
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Chapter - Xl
OFFENCESAND PENALTIES

68. Offences and penalties.- (1) If an office bearer or director or
a Chief Executive or any employee of a co-operative or Federd
Co-operdtive wilfully fals to issue a notice, send a return or
document or neglects or refuses to furnish any information or
wilfully furnishes a fase or an insufficient information required
under thisAct or the bye-laws of aco-operaive, shdl be punishable
with a fine which may extend to five thousand rupees or
imprisonment which may extend to one year or with both.

2

1)

If an office bearer, a Chief Executive, a director or any
employee of a co-operative or Federd co-operative fails
to do any act required to be done under this Act or alows
to be done any act forbidden by this Act or the bye-laws
or failsto fulfil the duties or indulgesin fraudulent activities
concerning the condtitution, management and business or
misuses funds and properties or indulgesin the conduct of
election to the board of directorsin "corrupt practices’ as
defined under Section 123 of the Representation of Peoples
Act, 1951 (Centrd Act 43 of 1951) or fails .to provide
such information or produce such books or records or to
give assstance or fails to gppear in person before the
person conducting an inquiry under Sections 35 and 65 or
audit under Section 33 and 64 or fails to contribute to the
"Federa Co-operative Fund" of the Federa Co-operative,
shdl be punishable with fine which may extend to ten
thousand rupees or with imprisonment which may extend
to two years or with both.

Any employer, who without sufficient cause, failsto meke
the deduction or failsto pay to a co-operdative the amount
deducted by him for a period of fourteen days from the
date on which such deduction is made shal be punishable
with afine of rupeesfive thousand or an imprisonment for
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(4)

()

(6)

()

aterm of 9x months or with both.

Any office bearer, chief executive, adirector or an employee
of a co-operative or federal cooperative who is in
possession of any information, books and records and
who fals to furnish such information or produce such
books or records or who willfully failsto handover custody
of the books, accounts, documents, records, cash, security
and other property belonging to a co-operative or the
federdl cooperative of which heisan officer or custodian,
to an authorized person or who fails, without sufficient
cause, to comply with alawful written order or arequisition
or asummonsissued under the provisons of thisAct shall
be punishable with a fine of rupees ten thousand or an
imprisonment for a term of two years or with both.

If the board and the Chief Executive of any cooperative or
the federal cooperative fal to get its accounts for the
preceding year audited within the period time stipulated
under section 33 or section 64 as the case may be and
present the audit financia statement dong with audit report
before the annud generd meeting such every director and
chief executive of such cooperative or federa cooperative
ghdl be punishable with a fine of rupees five thousand or
an imprisonment of sx months or with bath.

If the board and the Chief Executive of any cooperative or
the federal cooperative fail to submit the returns and
information to the registrar and federal cooperative as
gpecified in the Section 34 or 64A as the case may be,
every director and chief executive of such cooperative or
the federal cooperative shdl be punishable with a fine of
rupees ten thousand or an imprisonment of two years or
with both.

If the board and the Chief Executive of any cooperative or
thefedera cooperativefal to asss the cooperaivedection
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(8)

commisson by furnishing the books, recordsand information
required for conducting dectionswithin the prescribed time
under Section 26 or section 58, as the case may be, every
director and Chief Executive of such cooperative or the
federd cooperative shal be punishable with afine of rupees
ten thousand or an imprisonment of Sx months or with
both.

Any person who, before, during or after the election of the
members of the board or office-bearers of a cooperative
or the federal cooperative, adopts any corrupt practice as
specified under section 39C or commits any electora
offences specified under section 39K of the Karnataka
Cooperative Societies Act, 1959 shdl be punishable with
afine of rupees ten thousand or an imprisonment of two
years or with both.]
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69.

70.

71.

72.

Chapter - XII
MISCELLANEOUS

Cognizance of offence.- No court inferior to that of aMagistrate
of the Firg Class shdl try any offence under this Act.

Power to remove difficulties.- If any difficulty arisesin giving
effect to the provisons of this Act, the Government may, by
notification and after publication in the Officid Gazette, make
such provisions as appear to it to be necessary or expedient to
remove the difficulty.

Power to makerules.- (1) The Government may, by notification
and after previous publication in the Officid Gazette, make rules
to carry out the purposes of this Act.

(2) Every rule made under this Act shdl as soon as may be after
it is made be lad before each house of the State legidaure while
itisin sessonfor atotd period of thirty dayswhich may be comprised
in one sesson or in two or more successve sessons and if before
the expiry of the sessons in which it is o lad or the sessons
immediately following both Houses agree in making any modification
in the rule or both Houses agree that the rule should not be made,
therule shl theresfter have effect only in such modified form or be
of no effect, asthe case may be, o however that any modification
or annulment shdl be without prgudice to the vdidity of anything
previoudy done under thet rule.

Savings.- Notwithgtanding anything contained in Section 6 of
this Act, where a co-operative society registered under the
Karnataka Co-operative Societies Act, 1959 is converted to a
co-operative under this Act, and at the time of such conversion
was a party to any proceedings under Sections 63, 64, 65, 69,
70, 99, 100, 101, 103, 104, 106, 108 or 109 of the Karnataka
Co-operative Societies Act, 1959 such proceedings shall be
continued and findly decided, asif the co-operative society was
not converted into a co-operative under this Act and any decree



or order or award so passed in such proceedings against any
person or a co-operative registered under this Act, shdl be
executed against such person or such co-operative in accordance
with Section 101 of the Karnataka Co-operative Societies Act,
1959.

The above trandation of thePEASIP _ECAzd _©PAj CeoAiia,
1997 (2000z PEASEP CCoAii@l _ASi 17) be published in the
Officid Gazette under clause (3) of Article 348 of the Condtitution
of India
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