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Preface

Indiaiscelebrating centenary celebration of Cooperative Law.
The first Co-operative Law of India. The Co-operative Credit
Societies Act, 1904 was passed on 25" March 1904. Agricultural
Didtrict in Karnataka was the first cooperative of Gadag District
in Karnataka was the first cooperative society formed under First
Cooperative law of India. This was launched on 8" July 1905 by
the villagers of Kanaginahalli under the leadership of Shri
Siddanagowda Sanna Ramanagowda Patil with the initial share
capital of Rupees two thousand.

But this had very limited scope covering just the credit
cooperative Societies. Later in 1912, The British Government
enacted the Cooperative SocietiesAct, 1912 which had wider scope
for other types of cooperative Societies to function. When the
cooperativeswere brought under thelist of Provincial Governments
in 1919, the Act of 1912 was a model for al provinces to enact
their own Cooperative Act. Soon After independence many states
brought their own cooperative laws. At the national level, aMulti
state 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 Central Planning Commission realized that
the cooperative sector failed with much less drastic change that
was expected. The effort and the funds invested went in vain and
asthiswasrealized, the Ardhanareshwaran Committee wasformed,
The Committee in its report in 1987 after studying declared that
the Cooperative Movement has failed in the Country because of
the heightened Intervention of the Government inthe affairs of the
Cooperatives.

Realizing the need for the growth of the sector that promotes
the economic development of the people requiring the voluntary



participation in the affairs the planning commission formed another
Commission under the able leadership of Sri Choudhary
Brahmaprakash, This Commission presented amodel Cooperatives
Actin1991. The Central Government circulated thismodel Act to
all stateswith an adviceto incorporate the same asit 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 SahakaraAct,
1997 framed on the lines of the Model Act given by Sri Choudhary
Brahamaprakash committee.

TheAct cameinto force from January 1, 2001. Till date more
than 350 cooperative are registered under this Act. Karnataka
Souharda Federal Cooperative Ltd., the statutory regulatory body
under the Act is also functioning since two years.

Recently both houses of legislature of Karnataka have passed
some amendment to the Karnataka Souharda Sahakari Act, 197by
Karnataka Souharda Sahakari (Amendment) Act, 2004. The Federal
Cooperative is publishing the Act with all amendments
incorporated. Along with Act, Order delegation of power by state
government, clarification regarding Membership in DCCC Banks
and some other important orders a so included We hope this Book
will be useful for Co-operators and thus strengthen the cooperative
movement.

Publisher
20 July 2009
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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 self help, mutual 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 all kinds of restrictions 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) registration of co-operatives, union co-operativesand Federal
Co-operativein furtherance of the objectives specified above;
(5) conversion of co-operative societies registered under the

Karnataka Co-operative SocietiesAct, 1959 as a co-operative
under the proposed legislation.

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 self-help, mutual
aid, wholly owned, managed and controlled by members as
accountable, competitive, self-reliant and economic enterprises
guided by co-operative principles and matters connected therewith;

Whereas it is expedient to provide for recognition,
encouragement and voluntary formation of co-operatives based
on self-help, mutual aid, wholly owned, managed and controlled
by membersas accountable, competitive, self-reliant and economic
enterprises guided by co-operative principles and for matters
connected therewith;

Beit enacted by the Karnataka State L egislature in the Forty-
eighth year of Republic of Indiaasfollows:-

Chapter - |
PRELIMINARY

1. Shorttitleand commencement.- (1) ThisAct may becalled
the Karnataka Souharda Sahakari Act, 1997.

(2) It shall come into force on such date as the State
Government may, by notification in the Official
Gazette, appoint and different dates may be appointed
for different provisions of this Act.

@ |
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2. Definitions.- InthisAct unlessthe context otherwiserequires;-

@

(b)

(©

(d)

(€)

“Board” meansthe board of directors of aco-operative
constituted under Section 24 and includes the board of
directors of the Federal Co-operative constituted under
Section 53;

“Bye-laws” means the bye-laws of co-operatives
registered or deemed to be registered under Section 5
and 11 including the bye-laws of the Federal Co-
operative registered under Section 53;

“Chief Executive” means any employee appointed by
the board of a co-operative or Federal Co-operative by
whatever designation called who discharges the
functions of a Chief Executive under the bye-laws of
such co-operative or Federal Co-operative,

“Chief Promoter” means aperson elected at the meeting
of the promoters and authorised by the Registrar to
collect initial share capital before registration and who
shall take all such necessary steps for the registration
of a co-operative 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

and for the purposes fo the Banking Regulation Act,
1934 (Central 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 Rural Development Act, 1981 (Central Act 67 of
1981)”, it shall be deemed to be aco-operative soceity;]

1. Inserted by Act No. 16 of 2005, w.e.f. 1.6.2005.
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(ee) “Co-operative Bank” means a Co-operative engaged

(f)

9)

(h)

(i)

()

(k)

or having as 9 one of its objects], the business of
banking.

“Co-operative Principles’ means the co-operative
principles specified 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 in which the liability of its membersfor the
debts of the co-operative in the event of its being
woundup islimited to the share amount contributed by
such members;

“Co-operative with unlimited liability” means a co-
operative whose members are in the event of its being
wound up jointly and severally liablefor and in respect
of all its obligations and to contribute to any deficit in
the assets of the co-operative,

“Co-operative Year or Year” means the year
commencing from the first day of April;

“Deficit” means the net excess of expenditure over
income;

(kk) “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 (Central
Act 47 of 1961).]

1. Inserted by Act 21 of 2004 w.e.f. 31.03.2004.
2. Substituted by Act No. 16 of 2005, w.e.f. 1.6.2005.
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(1)
(m)

(n)

(0)

()

(@
?[(qa)

?(rm)

“Director” means an elected member of the board.]

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

“Financing Agency” means a co-operative or
commercial bank and includes any other body or
corporation or financial institution which gives
financial assistance to a co-operative,

“General Body” in relation to the co-operative means
the general body of all the members of the co-operative
under [Section 23 and Section 53] and includes a
representative general body of the members;

“Genera Meeting” means a meeting of the general
body of the members of the co-operative or Federal
Co-operdtive,

“Government” means the State Government;

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

“Member” meansaperson who has contributed towards
the share capital of aco-operative beforeitsregistration
and includes a person admitted to membership after
such registration in accordance with the Act, rules4[and
the bye-laws and include a nominal and an associate
member.]

“National Bank” means the National Bank for
Agriculture and Rural Development constitutd under
section 3 of the National Bank for Agriculure and Rural
Development Act, 1981 (Central Act 61 of 1981).]

1. Substituted by Act 21 of 2004 w.e.f. 31.3.2004.
2. Inserted by Act 21 of 2004 w.e.f. 31.3.2004.
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()

(t)

(u)

W)

(w)

1)

V)

“Office Bearer” means the President or .Chairperson,
Vice-President or Vice-Chairperson, Administrator,
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,

"Registrar” means an Officer of the Government
appointed under Section 3 to perform the functions of
the Registrar of Co-operatives and includesAdditional
Registrars of Co-operatives, Joint Registrars of Co-
operatives, Deputy Registrars of Co-operatives and
Assistant Registrars of Co-operatives appointed to
assist the Registrar, while exercising all or any of the
powers of the Registrar under this Act and includes
any other person on whom all or any of the powers of
the Registrar under this Act are conferred;

“Reserve Bank” means the Reserve Bank of India
constituted under the Reserve Bank of IndiaAct, 1934
(Central Act 2 of 1934).]

“Secondary Co-operative) means a co-operative whose
membership is also open to another co-operative.]

"Surplus® means the net excess of income over
expenditure.]

"Union Co-operative" means a co-operative of five or
more co-operatives registered under Section 5.]

1. Inserted by Act 21 of 2004 w.e.f. 31.3.2004.
2. Renumbered by Act 21 of 2004 w.e.f. 31.3.2004.
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Chapter - 11
REGISTRATION

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

(1) The Government may appoint an officer of the
Government to be the Registrar of Co-operatives for
the State.

(2) The Government may also appoint as many officers of
the Government as Additional Registrars, Joint
Registrars, Deputy Registrars and Assistant Registrars
of Co-operatives as it thinks fit for assisting the
Registrar.

(3 The Government may, by general or special order,
confer all or any of the powers of the Registrar under
this Act on the Additional Registrar, Joint Registrar,
Deputy Registrar or Assistant Registrar of Co-
operatives.

4. Co-operatives which may be registered.- {(1) No Co-
operative shall be registered under thisAct, Unless -

(@ Iltsmainobjectsareto servetheinterests of the members
in the area operation.

(b) Its bye-laws provides for economic and social
betterment of its members through self hel and mutual
aid in accordance with the co-operative principles.]

[(2) Subject to the provisions of this Act where:-

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

1. Inserted by Act 21 of 2004 w.e.f. 31.3.2004.
2. Renumbered by Act 21 of 2004 w.e.f. 31.3.2004.
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(b)  aco-operative society which intends to convert itself
into a co-operative under this Act by passing a
resolution in this behalf; or

(c) five or more co-operatives registered under this Act
intend to form into a union co-operative by passing a
resolution in this behalf;

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

Provided that no co-operative shall beregistered if it
islikely to be economically unsound or theregistration
of which may have an adverse impact on the
Development of the Co - operative movement.

Provided further that no Co-operative shall beregistered
under thisAct asaHousing Co-operative Society shall
be converted into a Housing Co-operative.]

5. Application for registration of co-operative.- (1) An
application for registration of a co-operative shall be madeto
the Registrar in such form and in such manner as may be
prescribed.

(2) Every such application shall be accompanied by,-

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

(b) alist of names of individuals or co-operatives which
intend to form a co-operative and in the case of a co-

1. Inserted by Act 21 of 2004 w.e.f. 31.3.2004.
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operative society, a list of names of members of such
society together with the names of members of the
committee containing their addresses, occupation and
financial commitments.

(c) atrue copy of the minutes of the meeting at which the
bye-laws were adopted, duly signed by atleast a
majority of individuals or promoters present or
representatives present at such meeting wherethe bye-
laws were adopted, or in the case of a co-operative
society, a true copy of the resolution and the minutes
of the general meeting;

(d) acopy of the challan for having paid the registration
fee of one percent of the total authorised share capital
by whatever name called, subject to a minimum of
five hundred rupees and a maximum of five thousand
rupees; and

(e) in case of aco-operative society, documents to show
that the co-operative society has not received any share
capital and any loans or guarantee by Government or
loans and guarantee by any co-operative society.

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

(@ theapplication isin conformity with the provisions of
thisAct and rules;

[(ad) the proposed Co-operative complies with the
requiremetns of sound business and has reasonable
chances of success.]

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

1. Inserted by Act 21 of 2004 w.e.f. 31.3.2004.
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(c) the name of the proposed co-operative is not the same
as that of a co-operative already registered under this
Act or is not the same as that used by a co-operative
society already 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 post a certificate of registration and the original
registered bye-laws signed and sealed by him to the Chief
Promoter mentioned in the application or to the co-operative
society within aperiod of ninety daysfrom the date of receipt
of application. A copy of such certificate of registration along
with the copy of the bye-laws shall also be sent to the Federal
Co-operative.

[Provided that in the case of either aproposed or an existing
Co-operative Bank, the registration in terms of this section
shall take place only with the prior approval of the Reserve
Bank.]

(4) If the conditions laid-down in sub-section (3) are not
fulfilled, the Registrar shall communicate by registered post
the order of refusal 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 appeal against the order under sub-section (4), shall
be made,-

(@ if the order was made by the Registrar, to the
Government; or

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

1. Inserted by Act 21 of 2004 w.e.f. 31.3.2004.
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(6) If the Registrar fails either to register or to refuse
registration within the period specified in sub-section (3) or
(4), the co-operative shall be deemed to have been registered
under this Act after the expiry of the said period.

Certificate of registration.- (1) Where a co-operative is
registered or deemed to be registered, the certificate of
registration duly signed and sealed by the Registrar shall be
conclusive 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 SocietiesAct, 1959, when acertificate of registration
isissued to a co-operative after conversion of a co-operative
society into a co-operative, the registration of such
co-operative society under the Karnataka Co-operative
SocietiesAct, 1959, shall be cancelled by the Registrar with
effect from the date of issue of certificate of registration under
this Act.

Co-operative to be a body corporate.- A co-operative
registered under this Act shall be a body corporate by the
name under which it isregistered having perpetual succession
and common seal. The co-operative shall be entitled to acquire,
hold and dispose of property, to- enter into contracts, to sue
and be sued and to do all other things necessary for the purpose
for which it is constituted.

Registration with limited or unlimited liability.- A co-
operative may beregistered with limited or unlimited liability.
Where the liability is limited, the expression "limited" shall
be suffixed to the name of the co-operative.

Display of names etc.- Every co-operative shall display its
full name and the certificate of registration issued under this

. @u» |
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10.

Act at its registered office or place at which it carries on
business. The Registration number, name and address of its
registered office shall be mentioned :-

(@ in all notices, other official publications and
correspondences;

(b) inal its contracts, business letters, order for goods,
invoices, statements of accounts, receipts and letters
of credit;

(¢ in all bills of exchange, promissory notes,
endorsements, cheques and orders for money it signs
or signed on its behalf; and

(d) inthe corporate seal.

Bye-laws.- (1) Subject to the provisions of thisAct or rules,
every co-operative shall function in accordance with its bye-
lawswhich asfar as possible shall adhere to the co-operative
principles.

(2) The bye-laws of every co-operative shall provide for the
following matters, namely:-

(i)  the name, address and area of operation of the co-
operative;

(i)  the objects of the co-operative;

(iii) conditions of eligibility, disqualifications for, and
procedure for admission, withdrawal, removal or
cessation of membership including that of the directors
and office bearers,

(iiia)the rights, privileges, duties and liabilities of
membership including those of nominal and associate
members.]

1. Inserted by Act 21 of 2004 w.e.f. 31.3.2004.
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(iv)

(v)

(vi)

(vii)

(viii)

(ix)
x)

(xi)

(xii)

(xiii)

(xiv)

(xv)

(xvi)

recruitment and conditions of service of staff of the
co-operative;

procedure to conduct the board meetings, rights of
members including the right to vote and contest for
elections;

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 election of representative general body, if
any, and matterswhich must be dealt with by the general
body and by the representative general body, if any;

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

Uxxxxx]

the composition of the board and number of office
bearers;

the extent and conditions for mobilisation of funds in
the form of share capital, deposits, debentures, loans
and 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 deal with non-members;

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

the nature and amount of authorised share capital of
the co-operative;

1. Deleted by Act No. 16 of 2005, w.e.f. 1.6.2005.
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(xvii) the maximum shares which a member can hold;

(xviii)the maximum dividend payable to members on paid

(xix)
(xx)

(xxi)

up share capital;
the purpose for which the funds may be applied;

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

appropriation of amount out of the net profit specifically
for the following:-

(@ twenty five percent towards reserve fund
constituted by the co-operative,

(b) three percent towards the Co-operative
Education Fund, out of which one percent shall
be towards the Co-operative Education Fund of
the Federal Co-operative and the remaining to
the Co-operative Education Fund of the
Kamataka State Co-operative Federation
Limited, Bangalore;

() XXXXXXXXX;]

(d) twenty percent towards the operational reserve
to meet unforeseen losses or contingencies,

(e) five percent towards the Common Good Fund
whose purposeis approved by the general body;

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

(g) dividend to the members;

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

operational deficiency incurred by the co-operative out
of its reserve fund and operational reserve fund;

1. Deleted by Act 21 of 2004 w.ef. 31.3.2004.

@k |



THE KARNATAKA SOUHARDA SAHAKARIACT 1997

11.

(xxiii)the manner of appointment of auditors or Chartered
Accountants and their powers and functions;

(xxiv) the manner of disposal of fundswhen the co-operative
is under liquidation;

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

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

1(3) Notwithstanding anything to the contrary containedin
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 reserve fund, appropriation of profit,
grant of loan, fixation of interest rate on deposits and
advances, and such other activities as mentioned in
section 6 of the Banking Regulation Act, 1949 as
applicable to co-operative societies shall be subject to
the provisions of the said Act, the rules, regulations or
directions made or issued thereunder from timeto time
by the Reserve Bank or the National Bank.]

Amendment of bye-laws.- (1) A co-operative may amend
any of the provisions of its bye-laws, by a resolution passed
by the majority of members with right-to vote or two thirds
of the members present and voting, whichever is less; at a
general meeting or at a representative general meeting:

Provided that no such resolution shall be passed unless not
less than twenty clear days of written 'notice of the meeting
has been given along with acopy of the proposed amendment
to each member of the general body or representative general

1. Inserted by Act 21 of 2004 w.e.f. 31.3.2004.
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body, as the case may be, and such notice and the proposed
amendment are also displayed on the notice board of the co-
operativefor aperiod of not lessthan twenty daysimmediately
preceding the date of the meeting.

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

(3) Every application forwarded under sub-section (2) to the
Registrar, shall be signed by the President or Chairperson
and shall be accompanied by three copies of the resolution
adopting the amendment alongwith the following particulars
namely:-

(@ thedate of the meeting at which the amendment was
approved;

(b)  the total number of members on the roll of the co-
operative who were eligible to vote on the date of such
meeting, the number present at the meeting and the
number of eligible members who voted for the
resol ution.

(c) Inthe case of Co-operative Bank, a certificate signed
by the President or Chairperson, stating that the
proposed amendments are in conformity with sub-
section (3) of section 10.]

(4) If the proposed amendment is in accordance with the
provisions of this Act and rules, the Registrar shall register
the proposed amendment within aperiod of ninety daysfrom
the date of receipt of the application.

1. Inserted by Act 21 of 2004 w.e.f. 31.3.2004.
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(5) The Registrar shall communicate by registered post to the
co-operative within aperiod of fifteen days after registration;
a copy of the amendment so registered together with a
certificate duly signed and sealed by him and such certificate
shall be conclusive evidence that the amendment has been
duly registered. A copy of such certificate and registered
amendment shall lie sent to the Federal Co-operative.

(6) If the proposed amendment is not in accordance with the
provisions of this Act and rules, the Registrar shall refuse to
register the proposed amendment within a period of ninety
days from the date of receipt of the application failing which
the amendment shall be deemed to have been registered:

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

(7) The Registrar shall 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 refusal.

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

(@ if the order was made by the Registrar, to the
Government; or

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

(9) An amendment to the bye-laws shall come into effect
from the date of registration or deemed date of registration.

12. Change of Liability, transfer of Assets and Liabilities,

Division and Amalgamation of Co-operatives.- (1) A co-
operative may, by a resolution passed at its general body:-
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(@  decidetoamend itsbye-lawsto changetheform or the
extent of its liability;

(b) decideto transfer its assets and liabilities, in whole or
in part, to any other co-operative which by a like
resolution agrees to accept such transfer;

(c) divideitself into two or more co-operatives.

(2) Any two or more co-operatives, may, by passing a
resolution at respective general meetings, decide to
amalgamate themselves and form a new co-operative. Every
such' resolution of aco-operative shall be passed at its general
meeting by a majority of total members with right to vote or
two thirds of members present with right to vote, whichever
isless, and such resolution shall also contain al particulars
of the liability, transfer, division, analgamation, as the case
may be:

Provided that no such resolution shall be passed unless a
noticeisissued together with acopy of the proposed resolution
to all itsmembers, creditors, union co-operative, Federal Co-
operative to which it is affiliated, 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 resol ution 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 to the contrary, any member, a union co-operative,
Federal Co-operative or creditor who does not consent to the
resolution shall have the option to withdraw their shares,
deposits, loans or services, asthe case may be, within aperiod

1. Inserted by Act 21 of 2004 w.e.f. 31.3.2004.
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of one month from the date of receipt of the notice under sub-
section (2).

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

(5) No resolution of a co-operative to change liability or for
transfer of assets and liabilities, division and amalgamation
shall be passed unless:-

(@ incase of change of liability or transfer of assets and
liabilities;-

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

(i) &l claimsof 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

(c) inthecase of division or amalgamation, certificate of
registration of the co-operative or co-operatives is
issued.

(6) Where aresolution passed by aco-operativein this section

involves atransfer of any assetsand liabilities, the resolution

shall, notwithstanding anything contained in any law for the
time being in force, be a sufficient conveyance to vest the
assets and liabilities in the transferee.
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14.

Consequencesof transfer of assetsand liabilities, division
and amalgamation.- (1) Where the whole of the assets and
liabilities of a co-operative are transferred to another co-
operative, the registration of thefirst mentioned co-operative
shall sand cancelled and that co-operative shall be deemed to
have been dissolved and shall cease to exist as a corporate
body.

(2) Where two or more co-operatives are amalgamated
into anew co-operative, the registration of each of the
amalgamating co-operatives shall stand cancelled on
the registration of the new co-operative and each such
co-operative shall 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 registration of that co-operative shall
stand cancelled on the registration of the new co-
operatives and that co-operative shall 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 resol utions passed by three-fourth majority
of the members present and after voting at a general meeting
of each of such co-operatives, may enter into partnership to
carryout any one or more specific business. A written notice
of the date of the genera meeting shall be given to each
member before ten clear days of such meeting.

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

(2) Nothing in the Indian Partnership Act, 1932 (Central Act
9 of 1932) shall apply to such partnership.

1. Inserted by Act 21 of 2004 w.e.f. 31.3.2004.
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16.

Promotion of subsidiary organisations. - (1) Any co-
operative may, by aresolution passed at its general meeting
by amajority of members present with aright 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.

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

(2) The annua reports and accounts of any such subsidiary
organisation shall be placed before the general meeting of
the co-operative every year.

Collaboration by Co-operatives.- Any co-operative or co-
operatives may 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 creation of a new organisation
under any other law for the time being in force, such
organisation may be registered as an ingtitution under such
law for fulfillment of the objectiveswith which it was created
and such collaboration shall be reviewed every year by the
general body of the co-operative.

IProvided that in the case of a Co-operative Bank, such
collaboration shall be entered into with theprior approval of
the Reserve Bank in writing.]

1. Inserted by Act 21 of 2004 w.e.f. 31.3.2004.
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18.

19.

Chapter - 111
FUNDS

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

(i)  from its members; or.
(i)  from any other person, institutions 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 shall not be eligible to receive
any loan, subsidy, grant or financial aid in any form from the
Government or any guarantee by the Government.

[Provided further that nothing contained in thefirst provision
shall 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 be
invested or deposited outside its business, namely:-

(@ inany of the securities specified in Section 20 of the
Indian Trusts Act, 1882 (Central Act Il of 1882); or

(b)  with any co-operative bank or scheduled bank.

IProvided that in the case fo a Co-operative Bank, such
investment shall be made in accordance with theinstructions
and directivesissued by teh Reserve Bank from timetotime.}

Restrictions on contribution by a Co-operative.- No co-
operative shall make acontribution in whatever form ether in
cash or inkind, either directly or indirectly to an organisation
that has an object in furtherance of the interest of a political
party or of any religious faith.

1. Inserted by Act 21 of 2004 w.e.f. 31.3.2004.
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Chapter -1V

MANAGEMENT OF CO-OPERATIVE

20. Personswho may be admitted or continued as members.-

(1) Subject to the provisions of this Act, no person shall be
admitted as a member of a co-operative,-

(& unless he needs the services of the co-operative and
accepts the responsibility of membership and is
competent to contract under the Contract Act, 1872
(Central Act I1X of 1872);

(b) if he conducts any business, such business being in
conflict or competition with the business of the co-
operative as specified in the bye-laws; and

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

Provided that after the registration of a co-operative, the
members shall be admitted only by the elected board.

(2) No person shall be eligible to continue as a member if
such person,-

(@ has not used the services of the co-operative for two
consecutive years to the minimum level specified in
the bye-laws; or

(b)  hasnot attended three consecutive general meetings of
the co-operative and such absence has not received the
consent of the general body; or

(o) isindefault regarding any payment to be made to the
co-operative exceeding an amount and for a period
specified in the bye-laws.
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(3) If aquestion arises as to the ligibility or otherwise of a
person to 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 decision of the board shall
be final.

Removal of member ship.- (1) The board may, by aresolution
passed by amajority of not lessthan two thirds of the members
present and voting, remove the membership of a person in
the co-operative for acts or omissions which are detrimental
to the interest of the co-operative:

Provided that a member shall not be removed unless a
reasonabl e opportunity of making-representation in thisregard
has been provided to him.

(2) Where a member has been removed by the board, an
appeal shall lie to the general body and the decision .of the
genera body shall be final.

(3) A person whose membership has been removed shall,
subject to the provisions of this Act, rules and bye-laws, be
ineligible for re-admission as a member of that co-operative
for a period of one year after the date of such removal.

(4) Notwithstandign such removal, a past member shall be
liable to be proceeded against, under this Act or the rules or
the bye-laws for his acts of commission or omission as such
member]

1121.A Nominal and Associate Members: (1) Notwithstanding

anything contained in section 20, a Co-operative may admit,
a) any individual

b)  any firm, company, Co-operative Society, Co-operative
or anybody or corporation constituted by or under any
law for the time being in force:

1. Inserted by Act 21 of 2004 w.e.f. 31.3.2004.
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23.

- asanominal or associate member for any specific purpose
for any specific period as may be mentioned in the bye-laws.

(2) A nominal members shall not be entitled to any share in
any form whatsoever in the assets or profits of teh Co-
operative and shall not be entitled to become an office -bearer
of the Co-operative.

(3  AnAssociate member may hold shares but shall not be
entitled to become an office-bearer of the Co-operative.

(4) A nominal or associate member shall not havetheright
to participate in the management and to vote at any
meetings of the Co-operative including the election to
the board of the Co-operative.

(5) Saveasprovidedin thissection, anominal or associate
member shall have such privileges and rights of a
member and be subject to such liabilities of a member
asmay be specified in the bye-laws of the Co-operative.

Restriction on servicesto non-members.- The servicesof a
co-operative shall ordinarily be available only to members
unless otherwise provided in the bye-laws.

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

(2) Where a co-operative so desiresits bye-laws may provide
for a representative general body drawn from the members,
to be constituted in such manner and with such functions as
specified in the bye-laws. Any reference in this Act to the
general body shall apply to the representative general body
also.

(3 Subject to the other provisions of this Act, rules and
the bye-laws, the following matters shall be dealt with
by the general body namely:-
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(b)

(©

(d)
C)
)
)

(h)
(i)

@)

(k)
D
(m)
(n)

(0)

()

consideration of the annual report presented by the
board,;

appointment and removal of auditors, Chartered
Accountants and internal auditors;

consideration of the auditor's report and audited
statement of accounts,

consideration of audit compliance report;
disposal of net profit;
review of operational deficit, if any;

approval of the long term perspective plan and the
annual operational plan;

approval of the annual budget;

creation of specific reservesand other funds as specified
in the bye-laws;

review of actual utilisation of reserve and other funds;
election of directors of the board;

removal of directorsof the board and filling up of casual
vacancies,

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

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

review of annual report and accounts of any
organisation created under Sections 14, 15 or 16, if
any,

consideration of an appeal of a person whose
application for membership has been rejected or whose
membership has been removed by the board, if any;
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25.

(@ consideration of the list of .employees recruited who
are relatives of directors or of the Chief Executive;

()  amendment of bye-laws;

(s formation of code of conduct for the directorsand office
bearers;

(t)  brief noteof admission and removal of membersduring
the previous year;

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

Board.- (1) Every co-operative shall have aboard consisting
of such number of directors as may be specified in the bye-
laws. In case of primary co-operatives, such number shall not
be less than nine and more than fifteen excluding the Chief
Executive.

(2) Theterm of office of the directors shall befiveyearsfrom
the date of assuming office and the election shall be held for
the entire board.

Explanation:- Where the election to the board has been held
in the middle of the year, the remaining part of the year shall
be deemed to be a full year.

Disqualification for being elected or continued asdirector.-
(1) A person shall be disqualified for being elected or
continued as a director, if such person:-

(& hasat any timelost the right to vote as amember or to
continue as such; or

(b) hasincurred any other disqualifications as specified in
the bye—laws; or

(c)  absentshimself from three consecutive board meetings
without leave of absence; or
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(d) isconvicted for an offence involving moral turpitude
under any law for the time being in force, or for an
offence under this Act; or,]

[(e) hasbeen adefaulter inthe repayment of any instalment
of a loan taken by him or has been a surety for a
borrower who has defaulted in repaying his loan
continuously for three installments.]

[(f) incurs any disqualification as specified in
sub-section (2).]

(2) All the directors shall incur disgualification for being
elected as directors in a co-operative for a period of five
years from the date of incurring such disqualification and
shall also be disqualified to continue as directors of that co-
operative or any other co-operative, if during the term of
office as directors of a co-operative they.-

(@  havenot conducted el ectionswithin the time specified
in the bye-laws and before the expiry of the term
stipulated in Section 24; or

(b)  have not conducted the annual general meeting within
six months of closure of the year, or requisitioned
meeting of the general body within the time stipulated
in Section 30; or

(c)  havenot placed the audited accounts for the preceding
year along with the report of the auditor before its
annual general meeting.

(3) A director or an employee who is guilty of mis-
appropriation, breach of trust or any other omission or
commission resulting in loss to the co-operative, shall be
personally liable to make good that |oss without prejudice to

1. Inserted by Act 21 of 2004 w.e.f. 31.3.2004.
2. Renumbered by Act 21 of 2004 w.e.f. 31.3.2004.
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such criminal action to which heisliable under any other law
for the time being in force.

(4) Any questino as to whether amember of the board is or
has become subject to any disgualification specified in this
section shall be decided by the Federal Co-operative after
giving the person concerned areasonabl e opportunity of being
heard;

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

26. Election of Board.- (1) The board of a co-operative shall

conduct elections to elect the succeeding board before the
expiry of theterm of office of the outgoing board in the manner
?[prescribed.]

’[Provided that the first general meeting after registration of
a Co-operative other than a Co-operative registered on
conversation of a Co-operative Society into a Co-operative,
shall be held within one month from the date of itsregistration
to elect the board and the chief promoter shall arrangeto hold
such meeting.

Provided further that the first general meeting after registration
of a Co-operatie registered on conversation of a Co-operative
Society into a Co-operative, shall be held within sixty days
from the date of its registration to elect the board and the
chief Executive shall arrange to hold such a meeting.]

(2) Where the board does not take necessary action to conduct
electionsto the board before the expiry of theterm of directors,
[ The Registrar] shall appoint an Administrator immediately

THE KARNATAKA SOUHARDA SAHAKARIACT 1997

27.

for a period not exceeding three months to conduct such
elections.

(3) The elections of the directors shall be held at the general
meeting by secret ballot.

(4) The newly elected directors shall assume office
immediately at the expiry of theterm of office of the outgoing
directors.

Powers and functions of the board.- Subject to the
provisions of this Act, rules and bye-laws, the board shall
have powers:-

(@ to admit and remove members,

(b) to elect and remove the office bearers;

(c) toappoint and remove' the Chief Executive;
(d) tofix staff strength;

(e) to frame policies concerning the organisation and
services to members;

(f)  to frame regulations regarding:-
(i)  custody and investment of funds,
(i)  maintenance of accounts,

(iii) mobilisation, utilisation and investment of various
funds,

(iv)  appropriate management information systemsincluding
filing of statutory returns;

(v)  suchother mattersas may be necessary for the effective
performance of the co-operative;

(g) toplacetheannual report, annual financial statements,

1. Inserted by Act 16 of 2005, w.e.f. 1.6.2005.
2. Substituted by Act 21 of 2004 w.e.f. 31.03.2004. annual plan and budget for the approval of the general

3 Inserted by Act 21 of 2004 w.ef. 31.03.2004. body;
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(h)  to consider audit and compliance reports and place
them before the general body;

(i)  toreview membership in other co-operatives,

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

28. Election of office bearers.- (1) The Chief Executive shall

within fifteen days from the date of election of the board and
immediately before the expiry of the term of office of the
President or Chairperson, Vice-President or Vice-Chairperson
convene ameeting in the prescribed manner of all the elected
members of the board for the purpose of electing President or
Chairperson, Vice-president or Vice-Chairperson and such
other office bearers as are required to be elected under the
bye-laws of the co-operative. One of the elected members
who is not a candidate for the election of President or
Chairperson, Vice-president or Vice-Chairperson, shall be
chosen to preside over such meetings:

Provided that at the election of the office bearers held
immediately after registration of a co-operative, one of the
elected directorswho is not acandidate for the el ection of the
office bearers, shall be chosen to preside over the meeting of
the first board:

Provided further that at the el ection of office bearersif all the
elected directors are the candidates, the Chief Executive shall
preside over such meeting of the board.

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

(@ preside over meetings of the board and the
general body;
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30.

(b) haveonly acasting votein the event of equality
of votes on any matters being decided upon by
the board except election to the office bearers:

Provided that in the event of equality of votesin
the election of office bearers, the election shall
be by drawing lot; and

(c) exercise such other powers as are specified in
the bye-laws or asmay be del egated by the board.

(3 The term of office of the President or Chairperson,
Vice-President or Vice-Chairperson shall be two and
half years from the date of election.

Explanation:- If the election to the office of the President or
Chairperson, Vice-president or Vice-Chairperson is held in
the middle of the term the remaining part of the term shall
deemed to be a full term.

Filling up of casual vacancies.- Where there is a casua
vacancy in the office of director on account of death,
resignation, disqualification or for any other reasons, the board
may fillup the casual vacancy for the remaining term by co-
option from the eligible members:

Provided that no such co-option shall be madeif theremaining
period of such vacancy is less than six months.

Meetings.- (1) The board shall convene at least six board
meetings in an year and one general meeting before thirtieth
of September each year.

(2) The board shall convene a special general meeting
within thirty days of receipt of arequisition from not
less than one-tenth of members of the co-operative or
as provided in the bye-laws. Such requisition shall
contain the reasons for convening the meeting. In the

. |



THE KARNATAKA SOUHARDA SAHAKARIACT 1997

31

event of failure by the board, the Federal Co-operative
shall convene such general meeting within forty-five
days of receipt of requisition signed by not less than
one-tenth of members of the co-operative.

(3)  If the co-operative and the Federal Co-operative, fall
to convenethe special general meeting within thetime
specified under sub-section (2), the Registrar shall
convenethe special general meeting within ninety days
after the receipt of requisition signed by not less than
one-tenth of the members of the co-operative.

Employees.- (1) Subject to the approval of the general body,
the board shall 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-operatives, co-operative societies,
Federal Co-operative, 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 general body.

(2) TheChief Executive shall bethe Chief Administrative
Officer of the co-operative and shall, subject to the
general control and superintendence of the board,-

(@ beinchargeof theoverall control and supervision
of the day-to-day affairs of the co-operative;

(b) sign documents, enter into agreements and
contacts and institute and defend suits and other
legal proceedings on behalf of the co-operative;

(c) havepowersto endorse, sign, negotiate cheques
and other negotiableinstruments and operate the
bank accounts of the co-operative,
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(d) be responsible to assist the board in matters
relating to recruitment, performance and
discipline of the employees,

(e) arrangeto maintain proper records and accounts
of the co-operative;

(f)  present the draft annual report and financial
statements for the approval of the board within
sixty days of closure of the year;

(g) assist to convene the board meetings, general
meetings and the special general meeting in
accordance with the bye-laws;

(h) assist the board in the formulation of policies
and programmes;

(i) furnishto the board information necessary
for monitoring the performance of the co-
operative; and

() perform any other functions as specified
in the bye-laws or as decided by a
resolution of the board meetings or general
meetings.

Chapter -V

ACCOUNTS, AUDIT AND INQUIRY

32. Maintenance of records. Accounts, etc.- (1) Every co-

operative shall maintain at its registered office the following,
namely:-
(@ acopy of the Kamataka Souharda Sahakari Act,
1997 with upto-date amendments,

(b) registration certificate and registered bye-laws
and the amendmentsregistered from timetotime
inorigina;

. _@xp» |



THE KARNATAKA SOUHARDA SAHAKARIACT 1997

(c) a copy of the bye-laws of the Federal Co-
operative and each of its subsidiaries, if any;

(d) aregister of members with details regarding
voting rightsfor the current year updated within
thirty days of closure of the year and the
memberwise use of various services,

(e) accounts of al sums of money received and
expended by the co-operative and its branch, if
any, and purposes,

(f)  accounts of al purchases and sales of goods by
the co-operative;

(g) accounts of the assets and liabilities of the co-
operative;

(h)  the minutes book;
(i)  copies of the board resolution; and

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

(2) Copies of the resolutions of the board and general
meetings, voters list, bye-laws, statement of annual
accounts and such accounts relating to amember, shall
be made available to any member during the business
hours after payment of necessary feesas 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.

1[32A.Profits and losses of Co-operative : A Co-operative shall

out of its net profitsin any year transfer an amount being not

1 Inserted by Act 21 of 2004 w.e.f. 31.03.2004.
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less than ten percent of the profits to afund called deficit
cover fund, which shall be utilised for wiping or off-setting
the losses, if any caused in the working of the Co-operative.

Provided that nothing in this section shall prevent a Co-
operative from charging the losses on the members of the
Co-operative in accordance with the majority decision taken
at the Special or Annual General Meeting.

Audit.- (1) Every co-operative shall get its accounts audited
by an auditor or a Chartered Accountant appointed by the
genera body at its meeting.

(2) Theauditor's or Chartered Accountant's report, in addition
to the report on the accounts of the co-operative, shall also
contain a report on the attendance at meetings by directors,
loans and advances sanctioned to the directors, the business
transacted by the directors with the co-operative, expenditure
on board meetings, remuneration paid to directors, expenses
reimbursed to directors, expenditure on education and training
for members, staff, directors and others.

(3) The board shall prepare and present annual financial
statements for audit within sixty days of closure of the year.
The audit shall be completed within such period as may be
specified in the bye-laws.

(4) The remuneration payable to the auditor or Chartered
Accountant shall be determined by the board.

(5) Every notice of annual general meeting shall be sent to
the auditor or Chartered Accountant and he shall attend such
meeting.

(6) Every office bearer, director, whether present or past or
every employee of the co-operative shall furnish such
information and explanation and give access to records,
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documents, books of accounts and vouchers of the co-
operative as are in the opinion of the auditor or Chartered
Accountant, necessary to enable him to make the examination
and report.

(7) Where a co-operative fails to get its annual accounts
audited within the time stipulated in the bye-laws, it shall be
the responsibility of the Federal Co-operative to get the
accounts of the co-operative audited. The cost of conducting
such audit shall be recovered from the co-operative.

. Furnishing I nfor mation.- Before 31st October of every year,
a co-operative shall furnish the following information to the
Registrar 1[and in case of a Cooperative Bank also to the
Reserve Bank] namely.-

(@ annual report of activities of the previous year and
programme for the ensuing year;

(b) audited statement of accounts;

(c) planfor disposal of surplusasapproved by the general
body;
(d) list of directors and their terms of office;

(e) list of amendmentsto the bye-laws of the co-operative;
and

(f)  declaration regarding the date of conducting the general
body meeting and elections, if any.

435. Inquiry.- (1) The Registrar may conduct an inquiry or cause

an inquiry to be conducted expeditiously into any specific
matter touching the constitution, management, working or
financia conditino of a Co-operative.

(2) Aninquiry of the native refererred to in sub-section (1)
shall be held on the application of .-
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(@ the Federal co-operative to which the co-operative is
affiliated; or

(b)  not less than one-thord of th members of the Board of
the Co-operative; or

()  not lessthan one-tenth of the totalnumber of members
of the Co-operative.

(3) Theapplication under sub-section (2) shall be accompanied
by such fee as may be prescribed.

(4) The Registrar may himself conduct the inquiry or appoint
an inquiry officer to conduct the inquiry. The cost of inquiry
shall be met by the creditor or the Federal Co-operative of
the Co-operative, as the case may be, as may be decided by
the Registrar.

(5) Aninquiry under sub-section (2) shall be completed within
aperod of tweleve months which may however be extended
by the Registrar for afurther period of six monthsfor reasons
to be recorded in writing.

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

(@  tothe applicants,
(b)  to the co-operative concerned,
(c) toall the creditors concerned; and

(d) to the Federal Co-operative or the Registrar, as the
case may be.

Power to summon and examine per sons and documents.-
(1) YThe Registrar or the Inquiry Officer], as the case may

1 Inserted by Act 21 of 2004 w.e.f. 31.03.2004.
2 Substituted by Act 21 of 2004 w.e.f. 31.03.2004

1 Substituted by Act 21 of 2004 w.e.f. 31.03.2004
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be, shall issueto the concerned cooperative, anoticeinwriting
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) YThe Registrar or the Inquiry Officer] conducting inquiry
may provide a reasonable period of not |ess than seven days
to comply with sub-section (3).

[(3) For the purpose of inquiry under thisAct, the Registrar
or the Inquiry Officer conducting such inquiry:-

(& may requirein writing the President 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 consider necessary for the purpose of inquiry.

(b) shall, at al time, have free accessto the books, accounts,
documents, securities, cash and other properties
belonging to, or in the custody of, the Co-operative and
may Summon any pPerson in possession or responsible
for the custody of any such books, accounts, documents,
securities, cash or other propertiesto produce the same
at any public office at the headquarters or at the head
office of the Co-operative or any branch thereof;

(©) may summon any person who, he hasreasonsto believe
has knowledge of any of the affairs of the Co-operative
relating to the charges in the inquiry to appear before
him at any public office at the headquarters or at the
head office of the co-operative or any branch thereof
and may examine such person on oath; and

(d) may, notwithstanding any rule or bye-law specifying
the period of notice for a general meeting of the Co-
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operative, requirethe office bearers of the Co-operative
to call ageneral meeting at such time and place at 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 ameeting he shall have power
to call it himself.

Explanation : Any meeting called under clause (d) shall
have the powers of the general meeting called under
the bye-laws of the Co-operative and its proceedings
shall be regulated by such bye-laws except that no
guorum shall be necessary for such meeting.

37. Action on inquiry Report.- {The Registrar], as the case

may be, after such inquiry, if satisfied that any or all of the
office bearers or directors or Chief Executive is 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
prejudice to any civil or criminal proceedings to which they
may be liable, may direct the board to convene the general
meeting within such reasonable time as the Federal Co-
operative or the Registrar, as the case may be, specify to
discuss the findings of the inquiry report and for initiating
necessary action against the concerned.

1 Substituted by Act 21 of 2004 w.e.f. 31.03.2004
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Chapter - VI
SUPERSESSION

38. Supersession.-

(1) If, in the opinion of the Federal Co-operative, the board
of a co-operative,-

(i) persistently makesdefault or isnegligent in performance
of the dutiesimposed on it under thisAct or rules or the
bye-laws; or

(i) hascommitted any act whichispregudicial totheinterests
of the co-operative or its members; or

(iii) s not functioning properly on account of the number of
members of the board falling short of the required number
to form quorum dueto disqualification, resignation, death
or removal of Directors; or

(iv) isnot functioning in accordance with the provisions of
this Act or rules or the bye-laws or any order made or
direction issued by the Federal Co-operative; or

(v) failstoconduct annua general meeting within six months
from the closure of the year; or

(vi) isotherwise not functioning properly,

may supercede the board and appoint an administrator
to manage the affairs of the co-operative for such period
not exceeding six months, as may be specified by the
Federal Co-operative:

Provided that the Federal Co-operative shall not
supersede the board unless the board has been given an
opportunity of being heard in the matter.

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

(@) theDirectorsof the board shall be deemed to have vacated
their office; and
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(b) the Administrator shall be deemed to have assumed
charge of the affairs of the co-operative.

(3) The Administrator shall, subject to the control of the
Federal Co-operative, exercise and perform all the powers
and functions 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 Federal Co-operative shall, before taking action under
sub-section (1), consult the financing agency of the co-
operative to which it is indebted. It shall, in respect of a Co-
operative Bank, also consult the [ Reserve Bank or National
Bank] as the case may be.

(5) The Administrator shall, before the expiry of his term,
arrange for constitution of the new board for the co-operative
in accordance with its bye-laws.

(6) Notwithstanding anything contained in thisAct, rulesand
bye-laws, the Federal Cooperative shall, in case of a Co-
operative Bank, if so required in writing by the [Reserve
Bank or National Bank] in public interest or for preventing
the affairs of the Co-operative Bank being conducted in the
manner detrimental 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 Federal Co-operative in concurrence with the [Reserve
Bank or National Bank].

1 Substituted by Act 21 of 2004 w.e.f. 31.03.2004
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Chapter - VII

SETTLEMENTSAND DISPUTES

39. Disputes which may be referred to the Registrar for
decision.- (1) Notwithstanding anything contained in any law
for the time being in force, if any dispute, touching the
constitution, management or the business of a co-operative
or the Federal Co-operative arises,-

@

(b)

(©

(d)

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

between a member, past member or person claiming
through a member, past member or deceased member
and the co-operative or the Federal 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-operative or
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 legal representatives
of any deceased office bearer, deceased agent, or deceased
employee of the co-operative or the Federal Co-operative;
or

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

such dispute shall bereferred to the Registrar for decision
1[xxxx].

(2) For the purposes of sub-section (1), thefollowing shall be
deemed to be disputes touching the constitution, management

1 Deleted by Act 21 of 2004 w.e.f. 31.03.2004
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or the business of a co-operative or Federal Co-operative,
namely.-

@

(b)

(©

(d)

(€)

aclaim by the co-operative or the Federal Co-operative
for any debt or demand due to it from a member or the
nominee, heirs or legal representatives of a deceased
member, whether such debt or demand be admitted or
not;

a claim by a surety against 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 due to it from the principal debtor, as a
result of the default of the principal debtor whether such
debt or demand be admitted or not;

any dispute arising in connection with the election of a
President or Chairperson, Vice-President or Vice-
Chairperson or Director of the co-operative or the Federal
Co-operative.

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

a clam by a co-operative or Federal Co-operative for
any deficiency caused in the assets of the Co-operative
or Federal Co-operative by a member, past member,
deceased member or deceased office bearer, past agent
or deceased agent or by any servant, past servant or
deceased servant or by itsboard, past or present whether
such loss be admitted or not.
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(3) If any question arises whether a dispute referred to the
Registrar under this section is a dispute touching the
constitution, management or the business of a co-operative
or the Federal Co-operative, the decision of the Registrar
thereon shall be final and shall not be called in question in
any Court.

. Period of limitation.- (1) No dispute under Section 39 shall
be entertained unlessit is referred to the Registrar within six
years from the date of the cause of action:

Provided that a dispute relating to the election of a Director,
President or Chairperson, Vice-president or Vice-Chairperson,
or other office bearers of the Board shall be referred to the
Registrar within thirty days from the date of declaration of
the result of the election.

(2) Notwithstanding anything contained in sub-section (1),
the Registrar may entertain adispute referred after the period
specified in sub-section (1) if he is satisfied 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,-
(a) decide the dispute himself; or

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

(c) refer it for disposal to an Arbitrator appointed by the
Registrar.

(2) The Registrar 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 Registrar or any other person to whom a dispute is
referred for decision under this section may, pending the
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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
(c) of sub-section (1), the award shall, subject to such rules
asmay be prescribed, include the fee payableto the arbitrator
and the fees and expenses payable to the Registrar. Such an
award shall not be invalid merely on the ground that it was
made after the expiry of the period fixed for deciding the
dispute by the Registrar and shall, subject to appeal be binding
on the parties to the dispute.

(5) Notwithstanding anything contained in Section 39, when
any dispute under clause (a) or (b) of sub-section (1) of the
said section is referred for decision to the Registrar, and the
Registrar is satisfied on an application by the co-operative
concerned or the Federal Co-operative that in the interest of
the co-operative or the Federal Co-operative it is necessary
for an effective decision of the dispute to implead persons
who cannot be made parties to the dispute in proceedings
before him, he may permit the co-operative or the Federal
Co-operativeto institute aregular suit in acivil court having
jurisdiction and the Civil Court shall be competent to entertain
such suit.

Bar of jurisdiction of courts.- (1) Save as provided in this
Act, no civil or labour or revenue court or industrial tribunal
shall have any jurisdiction in respect of .-

(&) theregistration of aco-operative or Federal Co-operative
or bye-laws or amendment of bye-laws;

(b) theremoval of a board or a director thereof;

(c) any dispute required under Section 39 to be referred to
the Registrar;

(d) any matter concerning the winding up and the dissolution
of a co-operative.
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(2) While aco-operativeis being wound up, no suit or other
legal proceedingsrelating to the business of such co-operative
shall be proceeded with or instituted against the Liquidator
as such or against the co-operative or any member thereof,
except by leave of the Registrar or the Federal 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 thisAct, shall be questioned in any court
on any ground whatsoever.

43. Execution of orders, etc.- (1) Every decision or award made

under Section 41, every order made by the liquidator under
Section 50, and every order made by the Karnataka Co-
operative Appellate Tribunal under Section 46 and every order
made under sub-section (8) of Section 11, shall subject to
any other provisions of thisAct, 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
shall, if not carried out.-

(& on a certificate signed by the Registrar or any person
atltftdrised by himin thisbehalf be deemed to be adecree
of aCivil Court and shall be executed in the same manner
as a decree of such court; or

(b) beexecuted according to the law and under the rules for
thetimebeing inforce for the recovery asarrears of land
revenue:

Provided that an application for the recovery of any sum
under this clause shall be made to the Deputy
Commissioner, accompanied by a certificate signed by
the Registrar or by any person authorised by himin this
behalf within twelve years from the date fixed in the
order, decision or award and if no such date is fixed,
from the date of the order, decision or award, asthe case
may be.
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(c) be executed by the Registrar or any other person
subordinate to him empowered by the Registrar in this
behalf (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 aco-operative
or the Federal Co-operative against whom the order,
decision or award has been obtained or passed.

(2) (a) Notwithstanding anything contained in thisAct, every
guestion relating to the execution, discharge or satisfaction
of an order, decision or award referred to in sub-section (1)
or relating to the confirmation or setting aside of asae held
in an execution of such order, decision or award in pursuance
of clause (c) of sub-section (1) or relating to any claim or
objection to an attachment of any property made under Section
44 or in execution in pursuance of the said clause (c) shall be
determined, by an order of the Registrar or the authorised
person before whom such question arises.

(b)(I))Whereany claimis preferred against or any objectionis
made to the attachment of any property made under
Section 44 or in execution in pursuance of clause (c) of
sub-section (1) of this section on the ground that the said
property is not liable to such attachment, the Registrar
or the authorised person shall proceed to investigate the
claim or objection:

Provided that wherethe Registrar or the authorised person
considers that the claim or objection was designedly or
unnecessarily delayed, he shall make an order refusing
such investigation.

(i) Where upon the said investigation, the Registrar or the
authorised person is satisfied that for the reason stated
in the claim or objection such property was not, at the
date of the attachment, in the possession of the person or
co-operative or the Federal Co-operative against whom

.« |



THE KARNATAKA SOUHARDA SAHAKARIACT 1997

the order, decision or award has been obtained or passed
(hereinafter in this section referred to as the judgment-
debtor) or of some personin trust for the judgment-debtor
or in the occupancy of atenant or other person paying
rent to the judgment-debtor or that being in the possession
of the judgment-debtor at the said date, it was so in his
possession, not in hisown account or as hisown property,
but on account of or in trust for some other persons, or
partly on his own account and partly on account of some
other person, the Registrar or the authorised person shall
make an order, releasing the property wholly or to such
extent as he thinks fit, from attachment.

(iii) Where the Registrar or the authorised person is 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
atenant or other person paying rent to him, the Registrar
or the authorised person shall disallow the claim.

(iv) Where a clam or an objection is preferred, the party
against whom an order is made, may within a period of
one year from the date of such order, ingtitute asuitin a
civil court to establish the right which he claims to the
property in dispute; but subject to the result of such suit,
if any, the order of the Registrar or the authorised person
shall be conclusive.

44. Attachment of property beforeaward or order.- (1) If the

Registrar is satisfied on an application, report, enquiry or
otherwise, that any person with intent to delay or obstruct the
enforcement of any order, decision or award that may be made
against him under the provisions of this Act,-

(@) is about to dispose of the whole or any part of his
property; or

@ |

THE KARNATAKA SOUHARDA SAHAKARIACT 1997

45.

(b) isabout 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 Registrar directs attachment of the property
under sub-section (1), he shall issue a notice calling upon the
person whose property is so attached to furnish security he
thinks adequate within a specified period and if the person
failsto provide the security so demanded, the Registrar may
confirm the order and after the decision 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 shall not affect the
rights, subsisting prior to the attachment of the property, of
persons, not parties to the proceedings in connection with
which the attachment is made, or bar any person holding a
decree against the person whose property is so attached from
applying for the sale of the property under attachment in
execution of such decree.

Procedure for settlement of disputes and power of the
Registrar or any other person to whom a dispute is
referred for decision.- (1) The Registrar or any other person
to whom a dispute is referred for decision under Section 39
for hearing a dispute under Section 41 shall hear the dispute
in the manner prescribed, and shall have power to summon
and enforce attendance of witnesses including tile parties
interested or any of them and to compel them to give evidence
on oath, affirmation or affidavit, and to compel the production
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of documents by the same means and asfar as possiblein the
same manner, asis provided in the case of acivil court by the
Code of Civil Procedure, 1908.

(2) Except with the permission of the Registrar or any other
person deciding a dispute, as the case may be, no party shall
be represented at the hearing of a dispute by a legal
practitioner.

(3) () If the Registrar or any other person to whom a dispute
isreferred is satisfied that a person, whether he be a member
of the co-operative or the Federal Co-operative or not, has
acquired any interest in the property of a person who is a
party to a dispute he may order that the person who has
acquired theinterest in the property may join asaparty to the
dispute; and any decision that may be passed on the reference
by the Registrar or his nominee or any other person shall be
binding on the party so joined, in the same manner as if he
were an original party to the dispute.

(b) Where a dispute has been instituted in the name of the
wrong person, or where all the defendants have not been
included, the Registrar or any other person to whom a
dispute isreferred for decision under Section 41 may, at
any stage of the hearing of the dispute, if satisfied that
the mistake was bona fide, order any other person to be
substituted or added as a plaintiff or a defendant, upon
such terms as he thinks just.

(c) The Registrar 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 appear to the
Registrar, or any other person deciding a dispute, as the
case may be, to be just, order that the name of any party
improperly joined whether as plaintiff or defendant, be
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struck out, and that the name of-any person who ought
to have been joined whether as plaintiff or defendant or
whose presence before the Registrar, 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 completely to adjudicate upon
and settle al the questions involved in the dispute, be
added.

(d) Any person who is a party to the dispute and entitled to
more than one relief in respect of the same cause of
action may claim all or any of such reliefs but if he
omits to claim for all such reliefs, he shall not make a
claim for any relief so omitted, except with the leave of
the Registrar or any other person to whom a dispute is
referred for decision under Section 41.

(4) Every order, decision or award made or given by the
Registrar, or any officer or other person or aliquidator, under
thisAct, shall be pronounced on the day on which the caseis
finally heard or on some future day of which due notice shall
be given to the parties.

Appeal.- An appeal against the decision or award made under
Section 41, shall lie before the Kamataka Co-operative
Appellate Tribunal constituted under Section 2-B of the
Karnataka Co-operative Societies Act, 1959.
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Chapter - VIII

WINDING UP OF CO-OPERATIVES

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

by not less than one-fifth of the members of a co-operativeto
wind up the affairs of the said co-operative, the board shall
convene ageneral meeting by issuing anoticeto each member.
Such notice alongwith a notice to attend the general meeting
shall also be issued to the Federal Co-operative, union co-
operative, creditors, auditor and to the subsidiary organisation
of the co-operative, who shall also have a right to make a
representation at the general -body.

(2) The general 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 general
meeting and voting. Such resolution shall contain the details
of the assets and liabilities of the co-operative, the claims 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 approval by the general body shall be sent
by registered post to the Registrar, }[the Registrar] and union
co-operative within fifteen days from the date of such
approval.

Explanation:- In this section "interest" means interest of a
member in aco-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
(ii) are owed by the co-operative to the member.

?[Provided that in the case fo a Co-operative Bank, no action
in terms of sub-sections (1) and (2) shall be taken unless a
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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) YThe Registrar] may require from a co-operative,
liquidator or any other person who is required to furnish
information, an annual or other return on showing,-

(@) the progress of winding up;

(b) thedistribution of any undistributed surplus or reserves;
and

(c) any other information that [he may require.].

?[(4) The Regigtrar after consideration of theinformation 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 Federal Co-operative. Such resolution shall
take effect from the date of approval by the Registrar.]

148.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
application made by not lessthan three fourths of the members
of a Co-operative, is of 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 Federa Co-operative has reasonable cause to
believe that a co-operative,-

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

(b) hasnot carried on businessfor two consecutive years; or

1 Substituted by Act 21 of 2004 w.e.f. 31.03.2004
2. Inserted by Act 21 of 2004 w.e.f. 31.03.2004

1 Substituted by Act 21 of 2004 w.e.f. 31.03.2004
2. Inserted by Act 21 of 2004 w.e.f. 31.03.2004
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(c) isnolonger operating in accordance with the co-operative
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-operative to intimate whether sub So-operative is
carrying on business or is submitting annual returns.

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

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

(5) If the Registrar after considering the reply, if any, is

satisfied,-

(i) that the co-operative has no assets or liabilities, he shall
issue a certificate that the co-operative has been wound
up and cancel the registration of such co-operative
forthwith; or

(if) that the co-operative has assets or liabilities, he shall on
receipt of areport from the Chief Executive of such co-
operative that liquidator has not been appointed by the
general body after a resolution to wind up has been
passed,

appoint a liquidator and communicate the same to the
Co-operative and the Federal co-operative.

@ |
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(6) The Registrar may cancel an order for the winding up of
aCo-operative, at any time, in any case, wherein hisopinion,
the Co-operative should continue to exist.

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

Duties of Liquidator.- (1) The liquidator immediately after
he assumes the charge of office of liquidator, shall intimate
the-same to the Registrar and Federal Co-operative, to each
claimant, share holder and to each creditor of the co-operative.
A notice of his appointment shall also be published in the
Gazette oncein aweek for two consecutive weeks and in the
newspaper" published or distributed in the place where the
registered office of the co-operativeis situated. He shall also
take reasonabl e steps to give notice of the liquidation of such
co-operative in the areawhere the co-operative carried on its
business.

(2) The notice issued under sub-section (1) shall 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;

(ii) thetime and place of delivery of the property of the co-
operative to the liquidator; and

(iii) the present or future position of the claims against the
co-operative whether liquidated or otherwise,

and shall require all the persons concerned to comply
with such notice not later than two months after thefirst
publication of the notice.

(3) The liquidator shall:-

(a) take into custody and control the property of the co-
operative;
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(b) prepare a statement of assets and liabilities of the co-
operative under liquidation and send a copy of such
statement to the Federal Co-operative and to the Registrar
Jand in the case of a co-operative Bank, also to Reserve
Bank];

(c) open and maintain atrust account for the money of the
co-operative;

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

(e) maintain separate lists of the members, creditors and
other persons having claims against the co-operative;

(f) where at 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 cases to the Registrar for directions];

(g) delivertol[the Registrar] atleast oncein every six months
period or more often as the Federal Co-operative may
require, financial statements of the co-operative in any
form that the liquidator considers proper or that the
Federal Co-operative may require.

[and in the case of a Co-operative Bank, deliver such
financia statements also o the Reserve Bank].

Powers of Liquidator.- (1) The liquidator may:-

(&) retain lawyers, accountants, engineers, appraisers and
other professional advisors;

(b) defend or takepartinany civil, crimina or administrative
action or proceeding in the name and on behalf of the
co-operative;

1 Substituted by Act 21 of 2004 w.e.f. 31.03.2004
2. Inserted by Act 21 of 2004 w.e.f. 31.03.2004
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(c) carry onthe business of the co-operative as required for
an orderly liquidation;

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

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

(f) borrow money on the security of the property of the co-
operative;

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

(h) take all such stepsthat 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 concealed,
withheld or misappropriated any property of the co-operative,
he shall inform 1[the Registrar] to take further action against
such person.

(3) No liquidator or his relatives shall purchase directly or
indirectly any part of the stock-in-trade, debts or assets of the
co-operative under liquidation.

Final Accounts.- (1) A liquidator shall pay the costs of
liquidation out of the property of the co-operative and shall
pay or make adequate provision for payment of all claims
against the co-operative.

(2) After paying or making adequate provision for all claims
against the co-operative, the liquidator shall apply to [the
Registrar] for approval of hisfina accountsand for permission
to distributein cash or in kind the amounts due to the members
out of theremaining property of the co-operativein accordance
with the bye-laws.

1 Substituted by Act 21 of 2004 w.e.f. 31.03.2004
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(3) Where '[the Registrar] approves the final accounts
rendered by aliquidator in pursuance of sub-section (2), }[he]
shall:-

(&) issuedirectionsregarding the custody or disposal of the
documents and records of the co-operative; and

(b) discharge the liquidator.

[(4) Where the Registrar discharges the liquidator under
sub-section (3), he shall issue a certificate of winding up of
the Co-operative and cancel the of registration of such Co-
operative.].

(5) Theco-operative ceasesto exist asacorporate body from
the date on which the certificate of registration is cancelled.

52. Disposal of assets of a Co-operative under Liquidation.-

After preparation of a statement of assets and liabilities by
the liquidator under clause (b) of sub-section (3) of
Section 49 with aview to realise optimum valuefor the assets
of the co-operative under liquidation, the liquidator may also
invite the Federal Co-operative or other co-operatives or
co-operative societies to purchase the assets of such co-
operative.

& |
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Chapter - IX
THE FEDERAL COOPERATIVE

Congtitution, functions and management of Federal Co-
operative.- (1) There shall' be a Federal Co-operative in the
State. All Co-operativesregistered under thisAct shall bethe
members of such Federal Co-operative.

(2) After theregistration of fifty co-operatives under thisAct,
the Registrar shall frame the bye-laws of the proposed Federal
Co-operative and take steps to register the Federal Co-
operative and its bye-laws:

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

(3) Where the Federal Co-operative is registered under this
Act, the Registrar shall issue acertificate of registration signed
by him which shall be conclusive evidence that the Federal
Co-operative is duly registered as such under this Act.

(4) The Federal Co-operative registered under this Act shall
be a body corporate having perpetual succession and a
common seal with power to hold property, enter into contracts,
institute and defend the suits and other legal proceedings and
to do all things necessary for the purposes for which it was
constituted.

(5) The Federal Co-operative shall immediately after its
registration adopt its bye-laws framed by the Registrar. Any
amendments of the bye-laws shall be in accordance with the
procedure specified in Section 11 and such amendment of
bye-laws shall comeinto force on the dateit is[approved by
the Registrar.]

1 Substituted by Act 21 of 2004 w.e.f. 31.03.2004
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(6) The provisions of Section 10 relating to framing of bye-
laws by a co-operative shall, mutatis mutandis, apply to the
Federal Co-operative.

(7) The Federal Co-operative shall perform the following
functions, namely:-

(&) promote and organise co-operative and for this purpose
frame model bye-laws and issue guidelines for framing
various policiesfor co-operativesin accordance with co-
operative principles,

(b) provide co-operativetraining, education and information
and propagate co-operative principles,

() undertake research and evaluation and assist in the
preparation of perspective development plans for the
member co-operatives,

(d) promote harmonious relations between member co-
operatives,

(€) YYxxxx]

(f) provide management development services to member
co-operatives including participation in board meetings
when required;

(g) evolve code of conduct for, member eo-operatives;

(h) evolve viability norms for member co-operatives,

(i) provide legal assistance and advice to member co-
operatives,

() provide any other services at the behest of member co-
operatives,

(k) promote new forms of co-operative enterprises;

(1) constitute and maintain a co-operative education fund;

(m) undertake experimental projectstowardsthe application
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(n) liaiase on behalf of and amongst co-operatives;
(0) serve as data bank of co-operatives;
(p) represent the interest of member co-operatives;

(q) ensure conduct of audit, elections and general body
meetings of its member co-operatives within the time
stipulated;

() undertake businessand services on behalf of the member
co-operatives,

(s) convene the special general body meeting where a
member co-operative fails to convene such a meeting
under sub-section (2) of Section 30;

(t) prepare apanel of auditors and Chartered Accountants
and send the same to the member co-operatives for
appointment;

I(u) have the power of inspection of the member Co-
operatives.
Provided that in th case fo Co-operative Bank, no action
under this clause shall betaken unlessit hasthe approval
of the Reserve Bank.]

?[(8) The provisions of Section 23 relating to general body
shall mutatis mutandis apply to the Federal Co-operative.]

°[(9) ThePresident or Chairperson of amember co-operative
shall be the representative at the general body of the Federal
Co-operative. If for any reason, the Chairperson or President
is unable to represent, he may nominate any director of the
board to be the representative. The representative shall
continue to represent the co-operative in the Federal Co-
operative as along as he remains in office in the member co-
operative.]

1 Substituted by Act 21 of 2004 w.e.f. 31.03.2004
2. Inserted by Act 21 of 2004 w.e.f. 31.03.2004
3 Renumbered by Act 21 of 2004 w.e.f. 31.03.2004

of co-operative ideology;

1. Deleted by Act No. 16 of 2005, w.e.f. 1.6.2005.
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55.

Board of the Federal Co-operative.- (1) The Board shall be
responsible to manage the affairs of the Federal Co-operative.

(2) The Board, except the first Board of the Federal Co-
operative, shall consist of one representative from every
revenue district in the State. If there are no co-operatives
registered in any district under hisAct or thereareno eligible
persons to be elected as directors, no representation shall be
given to such district.

(3) The term of the Board of the Federal Co-operative shall
be five years from the date of assuming office.

(4) The Chief Executive shall be the ex-officio director of the
Board and shall not haveright to vote in the election of office
bearers.

Disqualification for being elected or continued asdirector.-
(1) A person shall be disqualified for being elected or
continued as director of the Federal Co-operative, if such
person:-

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

(if) hasnot been avoting member of the Federal Co-operative
for aperiod of atleast two years, immediately proceeding
the year of election; or

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

(iv) absents himself from three consecutive board meetings
or general meetings without leave of absence; or

(v)is convicted for an offence involving moral turpitude
under any law for tehtimebeing in force or for an offence
committed under this Act.]

(2) In addition to such disqualifications as may be specified

1 Substituted by Act 21 of 2004 w.e.f. 31.03.2004
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in the bye-laws, the directors shall incur disqualification for
being el ected as directors of the Federal Co-operativeif during
their term as directors of the Federal Co-operative or any
other co-operative, have not:-

(i) conducted elections before the expiry of the term of the
board,;

(if) conducted the annual general meeting within six months
of closure of the year, or a requisitioned meeting of the
genera | body within the specified time; or

(i) placed the audited accountsfor the proceeding year along
with the reports of the auditors or Chartered A ccountants,
as the case may be, before the annual general meeting.

Y (3)If any question arises as to whether a member of the
board was or has become subject to any of the disqualification
mentioned in this section, the registrar shall either suo-motu
or on a reprot made to him shall decide the question after
giving the person concerned areasonabl e opportunity of being
heard.]

Powers and Functions of the Board.- The Board of the
Federal Co-operative shall be the authority to exercise all the
powers and perform all the functions conferred on the Federal
Co-operative under thisAct, rules and the bye-laws, and shall
have powers:-

(a) to elect the President or Chairperson, Vice-President or
Vice-Chairperson and other office bearers;

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

(c) to appoint and remove the Chief Executive;
(d) to fix staff strength;

1 Inserted by Act 21 of 2004 w.e.f. 31.03.2004
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(e) to frame policies concerning the organisation and services
to the member co-operatives,

(f) to frame regulations regarding:-

(i) custody and investment of funds,

(if) maintenance of accounts,

(iif) mobilisation, utilisation and investment of variousfunds;

(iv) monitoring and management of information system
including statutory returns to be filed; and

(v) suchother subjectsand matters necessary for the effective
performance of the Federal Co-operative;

(g) to place the annual report, annual financial statements,
and annual plan and budget for the approval of the genera

body;
(h) to consider audit and compliance report and place the
reports before the general body; and

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

Power s and functions of President or Chairperson, Vice-
president or Vice-Chair person and other office bearers.-
(1) There shall 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 general body of the Federal Co-
operative. In the absence of the President or Chairperson, the
Vice-President or Vice-Chairperson shall preside over the
meetings of the board and general body of the Federal Co-
operative. The President or Chairperson shall have only a
casting vote in the event of equality of votes on any matter
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59.

being decided upon by the board except election to the office
bearers. The President or Chairperson shall exercise such
powers as may be delegated by the board and specified in the
policies framed or resolutions adopted by the board.

(3) The term of office of the President or Chairperson and
Vice-president or Vice-Chairperson shall betwo and half years
from the date of election.

Explanation:- If the election to the office of President or
Chairperson, Vice-president or Vice-Chairperson is held in
the middle of the term, the remaining part of theterm shall be
deemed to be a full term.

Elections:- (1) The conduct of elections of the Board of
Directors of the Federal Co-operative shall be the
responsibility of the incumbent board of the Federal Co-
operative. Elections shall be conducted before the expiry of
the term of the office of the outgoing directorsin the manner
specified in the bye-laws. Y{The Registrar shall appoint a
Returning Crticer for conducting such elelction.]

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

(3) Where the number of nominations exceeds the number of
directors to be elected, the election of directors shall be by
secret ballot.

Filling up of casual vacancies.- (1) Where there is a casual
vacancy on account of death, resignation or disqualification
on the board and where,-

(i) there is a quorum of directors, the board shall fillup the
casual vacancy by co-option of a member for the remaining
term:

1 Inserted by Act 21 of 2004 w.e.f. 31.03.2004
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Provided that such co-option shall not be made if the
remaining period is less than six months; or

(ii) thereis no quorum of directors, the Chief Executive shall
immediately take stepsto call ageneral meeting for election
of directorsto fill up the vacancy for the remaining term.

Meetings.- (1) The number of board meetings and general
meetings shall be specified in the bye-laws of the Federal
Co-operative:

Provided that not lessthan six board meetings and one general
meeting shall be held in a year.

(2) The board shall convene aspecial general meeting within
thirty days of receipt of arequisition 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 requisition shall
contain the reasons for conducting such meeting.

(3) Inthe event of failure by the Federal Co-operativeto call
such meeting, the Registrar shall convene such general
meeting within sixty days of receipt of such a request made
to him by not less than one tenth of the members of the
Federal Co-operative.

(4) The Chief Executive of the Federal Co-operative shall
record in the minute's book minutes of all proceedings of
every general meeting and of every meeting of the board of
the Federal Co-operative.

(5) Such minutes shall be communicated to all personsinvited
for the meeting within thirty days of the conclusion of the
meeting.

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

Employees of the Federal Co-operative.- (1) The Board of
Federal Co-operative shall determine the cadre strength of
the establishment and scales of pay of its employees:
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Provided that the Federal 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 general body:

Provided further that the first Chief Executive shall be
appointed by the Registrar.

(2) The Chief Executive shall perform functionsin accordance
with the bye-laws and shall ,-

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

(b) be the person to sue and be sued on behalf of the co-
operative;

(c) have powers on behalf of the Federal Co-operative to
endorse, sign, negotiate cheques and other negotiable
instruments and operate the bank accounts of the Federal
Co-operdtive,

(d) be responsible for appointment of employees and to
ensure discipline, performance and welfare;

(e) be the person to enter into agreements or contracts on
behalf of the Federal Co-operative;

(f) arrange to maintain proper records and accounts of the
Federal Co-operative;

(g) present the draft annual report and financial statements
for the approval of the board within the time stipulated
in the bye-laws;

(h) convene the board meetings and general body meetings
in consultation with the President or Chairperson, in
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accordance with the bye-laws and record the proceedings
thereof;

(i) assist the board in the formation of policies and plans;
() beresponsible to the board;

(k) furnishtotheboard information necessary for monitoring
the performance of the Federal Co-operative;

(1) furnish registers and accounts at 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 general body.

Funds of the Federal Co-operative.- (1) The Federal Co-
operative shall constitute afund called "Federal Co-operative
Fund".

(2) The Federal Co-operative Fund shall consist of ,-

(i) interest free initia loan of a sum of rupees ten lakhs
made by the Government which is repayable within a
period of ten years by the Federal Co-operative to
Government; and

(if) contributions made by each member co-operative every
year at such rates specified in the bye-laws of the Federal
Co-operdtive,

(38) The Federal Co-operative shall also maintain a Co-

operative Education Fund.

(4) If any member co-operative failsto make the contribution
towards the Federal Co-operative Fund without prejudice to
any action to which such member co-operativesisliable under
Section 68, such co-operative shall not have a right to vote
and contest for any office in the general body meeting of the
Federal Co-operative.
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Accounts.- The Federal Co-operative shall maintain the
following records and books of accounts, namely:-

(& the minutes book;

(b) registration certificate and a copy of the registered bye-
laws and of the amendmentsregistered from timeto time;

(c) bye-laws of the Federal Co-operative and of each of its
member co-operatives with upto date amendments;

(d) accounts of al sums of money received and expended
by the Federal Co-operative and the respective purposes,

(e) accounts of al purchases and sales of goods by the
Federal Co-operative;

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

(g) aregister showing total membership and the memberwise
use of various services;

(h) alist of members with voting rights for the current year
updated within thirty days of closure of the year;

(i) up-to-date copiesof the board resolutions; and (j) annual
report and audit report.

Audit.- The accounts of the Federal Co-operative shall be
audited every year by an auditor or a Chartered Accountant
appointed by the Federal Co-operative.

Inquiry.- (1) On an application of a creditor to whom the
Federal Co-operativeisindebted or of not less than one third
of the members of the board of the Federal Co-operative or
of not lessthan one tenth of the total members of the member
co-operatives, the Registrar shall conduct aninquiry forthwith
into any matter raised in such an application relating to the
constitution, management, working and financial conditions
of the Federal Co-operative. The cost of inquiry shall be met
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by the creditor or by the Federal Co-operative or by the
member co-operatives, as the case may be.

(2) The Registrar shall issue, inwriting, anotice not less than
fifteen daysto the Federal 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) Theinquiry shall be completed as far as may be within a
period of six months from the date of order of the inquiry.
However, such period may be extended by six months under
extraordinary circumstances.

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

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

(@ may requireinwriting the President 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 consider necessary for the purpose of inquiry;

(b) shall, at all times, have free accessto the books, accounts,
documents, securities, cash and other properties
belonging to or in the custody of the Federal Co-operative
and may summon any Person in possession or responsible
for the custody of any other properties to produce the
same at any public office or at the head quarters of the
Federal 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 Federal Co-
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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. ActiononlInquiry Report.- Wheretheinquiry report reveals

mismanagement on the part of any or all of the office bearers
or directors or officers and employees of the Federal Co-
operative, the Registrar may without prejudiceto any civil or
criminal proceedings to which they may be liable, direct the
board to convene a general meeting within such reasonable
time as he may specify, to discuss the findings of the inquiry
report and for initiating necessary action against the concerned.
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Chapter - X

COOPERATIVE PRINCIPLES

67. Co-operativeprinciples.- The co-operativesregistered under
this Act shall as far as possible be guided by the following
co-operative principles, namely,-

D

2

3

Co-operatives are voluntary organisations, open to all
persons able to use their services and willing to accept
the responsibilities of membership, without gender,
social, racial, political or religious discrimination.

Co-operatives are democratic organisations controlled
by their members, who actively participate in setting
their policies and making decisions. Men and women
serving as elected representatives are accountable to
the membership. In Primary co-operatives, members
have equal voting rights (One member, one vote) and
co-operatives at other levels are organised in a
democratic manner.

Members contribute equitably to, and democratically
control the capital of their co-operative. Atleast part of
that capital is usually the common property of the co-
operative. They usually receive limited compensation,
if any, on the capital subscribed as a condition of
membership. Members allocate surpluses for any or
all of the following purposes; developing the co-
operative possibly by setting up reserves part of which
atleast would be indivisible, benefitting members in
proportion to their transactions with the co-operative;
and supporting other activities approved by the
membership.
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(4)

(5)

(6)

(7)

Co-operatives are autonomous, self-help organisations
controlled by their members. If they enter into
agreements with other organisations including
Government or raise capital from external sources, they
do so on terms that ensure democratic control by their
members and maintain their co-operative autonomy.

Co-operatives provide education and training for their
members, elected representatives, managers, and
employees so they can contribute effectively to the
development of their co-operatives. They inform the
genera public particularly young people and leaders
about the nature and benefits of co-operation.

Co-operatives servetheir members most effectively and
strengthen the co-operative movement by working
together through local, regional, national and
international structures.

While focusing on member needs, co-operatives work
for the sustainable development of their communities
through policies accepted by their members.
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YChapter - XA
SPECIAL PROVISIONSFOR
INSURED BANKS

67A. Certain orderstobepassed by theRegistrar if sorequired
by the Reserve Bank: (1) Notwithstanding anything to the
contrary contained in thisAct, in the case of a Co-operative
bank which is an insured Bank, ?[the Registrar shall]:

(i)  If sorequired by the Reserve Bank, in the circumstances
mentioned in section 13D of the Deposit Insurance
and Credit Guarantee Corporation Act, 1961, 3[xxx]
make an order for winding up of a Co-operative Bank;

(i)  Where an order of moratorium has been made by the
Central Government under sub-section (2) of section
45 of the Banking Regulation Act, 1949 3[xxx] make
an order sanctioning a scheme of compromise or
arrangement or amalgamation or reconstruction
including division or reorganization of the Co-operative
Bank;

(iii) 1f so 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 *[xxx] make an order for
supersession and removal of the committee of the
Management or other Managing Body by whatever
name called, of the Co-operative Bank and the
appointment of an Administrator therefore for such

1 Inserted by Act 21 of 2004 w.e.f. 31.03.2004
2. Substituted by Act No. 16 of 2005, w.e.f. 1.6.2005.
3. Ommited by Act No. 16 of 2005, w.e.f. 1.6.2005.
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period or periods not exceeding five years in the
aggregate as may from timeto time be specified by the
Reserve Bank and the Administrator so appointed, shall
after the expiry of histerm, continuein his office until
the day preceding the date of the first taking over by
the new board of such bank.

(2) In the case of Co-ooperative bank which is an insured
bank, the Federal Co-operative or the General Body of a Co-
operative bank shall not decide the winding up or sanctioning
ascheme of compromise or arrangement or amal gamation or
reconstruction of the bank or make an order for supersession
of the committee management or other managing body (by
whatever name called) of the bank and the appointment of an
Administrator therefor, unless previous sanction in writing
from the Reserve Bank is obtained.

(3) No appeal, revision or review shall lie against an order
made under sub-sections (1) and (2) on the requisition or
previous sanctino granted by the Reserve Bank and suchorder
or sanction shall not be liable to be called in question in any
manner.

67B.Reimbur sement to the Deposit I nsurance Cor por ation by

theliquidator s.- Where a Co-operative Bank beign aninsured
bank is wound up or taken into liqudation and the Deposit
Insurance Corporation has become liable to the depositors of
the insured bank under sub-section (1) of section 16 of that
Act, the Deosit Insurance Corporation shall 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.
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Chapter - XI
OFFENCESAND PENALTIES

68. Offencesand penalties.- (1) If an office bearer or director or

aChief Executive or any employee of aco-operative or Federal
Co-operative wilfully fails to issue a notice, send areturn or
document or neglects or refusesto furnish any information or
wilfully furnishes a false or an insufficient information
required under this Act or the bye-laws of a co-operative,
shall be punishable with a fine which may extend to five
thousand rupees or imprisonment which may extend to one
year or with both.

(2) If anofficebearer, aChief Executive, adirector or any
employee of aco-operative or Federal co-operativefails
to do any act required to be done under this Act or
allows to be done any act forbidden by thisAct or the
bye-laws or fails to fulfil the duties or indulges in
fraudulent activities concerning the constitution,
management and business or misuses funds and
properties or indulges in the conduct of election to the
board of directors in "corrupt practices' as defined
under Section 123 of the Representation of Peoples
Act, 1951 (Central Act 43 of 1951) or fails .to provide
such information or produce such books or records or
to give assistance or fails to appear 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 "Federal Co-operative Fund” of the
Federal Co-operative, shall be punishable with fine
which may extend to ten thousand rupees or with
imprisonment which may extend to two years or with
both.
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69.

70.

71.

72.

Chapter - XI1I
MISCELLANEOUS

Cognizance of offence.- No court inferior to that of a
Magistrate of the First Class shall try any offence under this
Act.

Power toremovedifficulties.- If any difficulty arisesin giving
effect to the provisions of this Act, the Government may, by
notification and after publication inthe Official Gazette, make
such provisions as appear to it to be necessary or expedient
to remove the difficulty.

Power to make rules.- (1) The Government may, by
notification and after previous publication in the Official
Gazette, make rules to carry out the purposes of this Act.

(2) Every rule made under this Act shall as soon as may be
after itismade belaid before each house of the Statelegidature
whileitisin session for atotal period of thirty dayswhich may
be comprised in one session or in two or more successive
sessions and if before the expiry of the sessionsin which it is
so laid or the sessions immediately following both Houses
agree in making any modification in the rule or both Houses
agree that the rule should not be made, the rule shall thereafter
have effect only in such modified form or be of no effect, as
the case may be, so however that any modification or annulment
shall bewithout prejudiceto thevalidity of anything previously
done under that rule.

Savings.- Notwithstanding anything contained in Section 6
of thisAct, where a co-operative society registered under the
Karnataka Co-operative SocietiesAct, 1959 is converted to a
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co-operative under thisAct, and at the time of such conversion
was aparty 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 finally decided, as if the co-operative society
was not converted into a co-operative under thisAct and any
decreeor order or award so passed in such proceedings against
any person or a co-operative registered under thisAct, shall
be executed against such person or such co-operative in
accordance with Section 101 of the Karnataka Co-operative
Societies Act, 1959.

The above translation of the soorws Pmeoos IO
9OAONT, 1997 (2000T 3T edd HHIOIND 50335 17) be
published in the Official Gazette under clause (3) of Article
348 of the Constitution of India.
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wshwog - 1
GOVERNMENT OF KARNATAKA

No. CMW 34 CLM 2001

Karnataka Government Secretariat,

M.S. Building,
Bangalore, dated 28.02.2003

ORDER

In exercise of the powers conferred by sub-section (3) of Section 3 of the
Karnataka Souharda Sahakari Act, 1997 (Karnataka Act 17 of 2000) and in
supersession of the order No. CMW 34 CLM 2001, dated 1st March, 2002, the
Government of Karnataka hereby delegates the powers of the Registrar of
Cooperative under the said Act, specified in column (3) of the table below, to
the officers specified in the corresponding entries in column (2) thereof.

TABLE
g Delegated power s
Nc; Designation under various
sections of the Act
(1) 2 )
1.| Assistant Registrar of Co-operatives, in sub-| Sections:-
division (Except the Assistant Registrar of Co- | 5, 6, 11, 30(3), 34,
operative in Bangalore Urban Districts) 35(3), (4) and (5),
(i) All Cooperativeswhoseareaof operationis| 36, 37, 39, 40, 41,
less than ataluk. 44, 45, 48(5)
(ii) All Cooperatives whose registered offices .
are situated within the jurisdiction of the| Section43
Assistant Registrar of Cooperatives concerned
irrespective of their area of operation.
2.| Assistant Registrar of Cooperatives, in Sections:-

Bangalore Urban District.

(i) Cooperatives whose area of operation is
less than ataluk and whose registered officeis
situated in the jurisdiction of the Assistant
Registrar concerned.

(i) All Cooperativeswhoseregistered officesare
situated within the jurisdiction of the Assistant
Registrar of Cooperatives concerned
irrespective of their area of operation.

5, 6, 11, 30(3), 34,
35(3), (4) and (5),
36, 37, 39, 40, 41,
44, 45, 48(5)

Section 43
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(1)

(2)

3)

3

Deputy Registrar of CooperativesintheDistrict
(Except the Deputy Registrar of Cooperatives
of Bangalore Urban District)

Cooperatives whose area of operation extends
to ataluk and below District.

Sections:-

5, 6, 11, 30(3), 34,
35(3), (4) and (5),
36, 37, 39, 40, 41,
44, 45, and 48(5)

Deputy Registrar of Cooperatives | and Il of
Bangalore Urban District.

Cooperatives whose area of operation extends
to a taluk and below District and whose
registered office is situated within the
jurisdiction of Deputy Registrar concerned.

Sections:-

5, 6, 11, 30(3), 34,
35(3), (4) and (5),
36, 37, 39, 40, 41,
44, 45, and 48(5)

Joint Registrar of Cooperatives in Regional
Office (Except Bangalore Region | and 1)

Cooperative whose area of operation extends
to a District but does not extend beyond a
region.

Sections:-

5, 6, 11, 30(3), 34,
35(3), (4) and (5),
36, 37, 39, 40, 41,
44, 45, and 48(5)

Joint Registrar of Cooperatives in Bangalore
Region | and |1

Cooperatives whose area of operation extends
toaDistrict but doesnot extend beyond aregion
and whose registered office is situated within
the jurisdiction of the Joint Registrar of
Cooperatives concerned Region

Sections:-

5, 6, 11, 30(3), 34,
35(3), (4) and (5),
36, 37, 39, 40, 41,
44, 45, and 48(5)

BY ORDERAND IN THE NAME OF
THE GOVERNOR OF KARNATAKA

Sd/-
(R.S. Huchachary)
Officer on Special Duty
Cooperation Department.
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oy — 8 Telephone  : 266 1602
Post Box No  : 10014
Telegrams : “RUPLACARD” Fax - 262 1011
Telex 1011 - 2318 265 8273
011 - 2455

RESERVE BANK OF INDIA
Rural Planning & Credit Department,
CENTRAL OFFICE
Central Office Building, 13th Floor, Fort, Mumbai - 400 001
Please quote in reply
RPCD NB. No. BC. 68.03.03.34/99-2000 March 10, 2000

All Scheduled Commercia Banks
(including Regional Rural Banks)

Dear Sir,
Bank finance to Co-operative Societies

1. In hisbudget speech on February 29, 2000, the Hon. Union Finance Minister, inter
alia, had announced that RBI will advise banksto accord priority to the credit needs
of the cooperatives which are entirely controlled by user-members and managed by
them prudently.

2. Asyour are aware, certain States viz., Andhra Pradesh, Bihar, Jammu & Kashmir
and Karnataka have enacted new State Co-operative SocietiesActs, 1996, J& K Self
Reliant Co-operative Societies Act, 1997 and Karnataka Souharda Sahakari Act,
1997. The co-operative societies registered under these Acts are entirely controlled
by user members and managed by them. They can sek and obtain funding from
commercial banksinnormal course based on the bankahility of their enterprise. Itis,
however, reported that these co-operative societies are not getting finance either
from co-operative banks or commercia banks. The co-operative banks are not
financing such co-operaive societi es asthese are not made members of District Central
Co-operative Banks in view of their not conforming to the existing Co-operative
SocietiesActs. The commercial banksare also not financing these societiesat present
as they are under the impression that they have to deal with the cooperaives only
which are ceded to them.

3. It has, therefore, been decided that commercia banks/RRBs should accord priority
to the credit needs of the above co-operative societieswhich are registered under the
new Actsand areentirely controlled by user-members and managed by them prudently.

4. You may please issue suitable guidelines to your Controlling Offices/branches to
extend finance to the types of co-operative societies depending on bankability.

5. Please acknowledge receipt.

Yoursfaithfully
Sd/-

(R.M.Joshi), Chief General Manager
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