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Preface

The greatest contribution that a governm ent can make to  
the developm ent o f  a cooperative m ovem ent is to enact legislation  
that w ould give it a legal framework and the necessary safeguards 
and privileges that w ould create an atm osphere conducive to  
cooperative developm ent. This was recognised by the British  
w ithin ten years o f  the beginning o f  their cooperative m ovem ent 
when they passed their In dustria l and Provident Societies Act o f  
1852, the first cooperative law  to be passed anywhere in the 
world. It provided for a Registrar w ho, under the statute, was a 
neutral. So the British M ovem ent grew up in healthy conditions, 
uninhibited by governm ent control.

But in m ost o f  the D eveloping C ountries, the law s m ake 
the Registrars the prom oters as well as the controllers o f  the 
m ovem ent. A s the m ovem ent was introduced into these countries 
by the enactm ent o f  cooperative societies laws and as coopera­
tive societies were organised on the in itia tive o f  the governm ents, 
the peoples o f  these countries generally looked up to the R egis­
trar for leadership. Calvert in his m onum ental work : “ The Law  
and Principles o f  C ooperation” points out that in India the 
Registrar has been m ade “ the foundation o f  the m ovem ent.” So  
the people naturally thought that the organisation  o f  cooperatives  
was the responsibility  o f  the Registrar and that the cooperative
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law expressed the cooperative method. A lthough m any provi­
sions in these laws contravene the Cooperative Principles even the 
know ledgeable cooperators do not generally question the validity  
o f these laws for the law is normally assumed to be irrefutable. 
These offending provisions give the Registrar powers that 
infringe the rights o f  cooperative societies according to  the C o­
operative Principles and so m ilitate against the developm ent o f  a 
voluntary and autonom ous movement.

As said by the late Dr. D .R . Gadgil, the foremost mentor 
o f  the Indian Cooperative M ovem ent o f his day “ autonom y is 
im portant and essential for the growth o f  the cooperative move­
m ent. Its  quality will depend upon the extent o f autonom y  
which the people enjoy. I f  the Government has no faith in the 
people and if people cannot be given a free hand, cooperatives  
should not be organised and it would be better in that situation  
to have public sector undertakings rather than cooperatives. If  
people are not trusted, trustworthy people will not com e u p .”

“ We would have m istaken the casket for the gem ” said  
D r. M auritz Bonow, President o f  the International Cooperative 
A lliance, speaking at N ew  Delhi on 17th February 1971, “ if 
we were to perpetuate an arrangem ent whereby the in itiative and  
the dem ocratic character o f  the cooperative m ovem ent w ould be 
impaired. In the ultim ate analysis, it is the vitality  o f  the people 
o f  a country which determ ines progress. Legislation, especially 
cooperative legislation, should provide the frame-work within 
which peop le’s capacity to  bring about the desired change is 
enhanced. I f  the net result o f  legislation is to thwart this tendency, 
1 am afraid, we would have done more harm than good ” .

There can be no real cooperative developm ent if the very 
law enacted to prom ote C ooperation is contrary to its Principles. 
Law that is inconsistent with these Principles will on ly help to 
develop a m ovem ent that m asquerades as a Cooperative M ove­
m ent, Therefore the law must be in conform ity w ith the C o­
operative Principles.

Six principles o f  Cooperation have been adopted  by the 
International Cooperative A lliance. The first Principle is that o f
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“ Voluntary and Open M em bership.” “ Voluntary M em bership” 
m eans that a person should apply for membership o f  a cooperative 
society voluntarily and the cooperative society is free to adm it him  
or to refuse ad m ission . Sim ilarly, a member could withdraw from  
the society o f  his own accord and the society also could terminate 
his m em bership o f  its own free w ill. Both parties have the free­
dom  to choose and the freedom to corrcct the choice, as Calvert 
has put it. N eedless to  say, com pulsion to adm it a person or to 
retain one in the m em bership o f  a cooperative society is a denial 
o f this freedom. This part o f  the principle is often stated separa­
tely as the principle o f  “ V oluntary A ssociation” . The second  
part o f  this principle is “ Open M em bership” . This m eans that 
m em bership in a cooperative society is available w ithout artificial 
restriction or any discrim ination (social, p o litical, racial or reli­
gious) to all who need the services o f  the society and can m ake 
use o f  them and are w illing to accept the responsibilities o f  
membership. The society has been set up to satisfy the com m on  
needs o f  the m em bers, i.e. the need that are felt by the members 
in general. Only those who have the com m on need can  be 
enrolled. The society’s membership is available to them  and  this 
w ithout artificial restriction or any discrim ination— hence, 
“ op en ” . There can however be unavoidable restrictions which  
prevent a person from using the services o f  the society. Thus the 
society is not open to all who have this need. It is open only  
to those who can make use o f  the society’s services. This further 
qualification is the corollary o f  the absence o f  any unavoidable 
restriction.

The second principle is the Principle o f  “ D em ocratic 
C ontrol” . This m eans that (1) the supreme authority o f  the 
society is the general m eeting o f  the members; (2) the members 
have equal rights o f  voting and participation  in the decisions o f  
the society; (3) the affairs o f  the society are adm inistered in 
accordance w ith the dem ocratically expressed w ill o f  the members; 
(4) the m anagem ent is elected or appointed in a m anner agreed 
by the members; (5) the m anagem ent is accountable to  the 
m em bers. The third is the Principle o f  “ Lim ited Interest on 
C apital” viz. that share capital shall on ly  receive interest, i f  any,

( iii )



i.e. not voting power or a share o f  the trading surplus and even 
interest only at a strictly lim ited rate. The fourth is the principle 
o f  “ Equitable D ivision o f  Surplus” viz. that the trading surplus 
belongs to the m em bers and this shall be distributed in such 
manner as would avoid  one member gaining at the expense of 
other persons. This may be done by distributing the divisible 
surplus in proportion to each person’s transactions with the 
society so that each member gets a refund o f  the overpaym ent he 
has m ade and any refund due to a non-m em ber is left with the 
society to be used for som e purpose o f  com m on benefit to the 
com m unity. A lso, the surplus or a part o f  it can be allocated to 
the society’s reserve and other funds for the developm ent o f  the 
society’s business and the provision o f  com m on services.

The fifth Principle is “Cooperative E ducation” . It requires 
cooperative societies to make provision for the education  o f  their 
members, officers and em ployees and of the general public in the 
principles and techniques o f  Cooperation, both econom ic and  
dem ocratic. The sixth Principle is “C ooperation am ong Coopera­
tives” . This requires cooperatives to actively  cooperate in 
every practical way with other cooperatives at local, national and 
international levels, having as their aim the achievem ent o f  unity  
o f  action by cooperators throughout the world.

These are the six  Principles o f  C ooperation. The principle 
o f  “ V oluntary A ssociation ” recognises m an’s right to freedom  
w hilst that o f  “ Open M em bership” his duty to be tolerant and help­
ful. The principle o f  “ D em ocratic Control” recognises the equality  
o f  m an and its practice makes him self-reliant and independent. 
The principle o f  “Lim ited Interest on C apital” recognises m an’s 
right to the fruits o f  his labour and denies to capital anyth ing  
more than a fair wage, and the principle o f  “ Equitable D ivision  o f  
Surplus” ensures that he does not exploit another’s need— the 
cooperative attitude stated so succinctly by an early cooperator  
in the words : “ I shall have my hand in no m an’s pocket and no 
man shall have his hand in m in e .”

The sp irit o f Cooperation is “ each for all and all for each” , 
its essence is dem ocracy and its principal action is the elim ination
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o f  profit. A  cooperative society is an association o f  persons for 
the satisfaction o f  their com m on econom ic needs on the basis o f  
m utual aid and profit—elim ination in accordance with the 
C ooperative Principles.

The M odel Law presented is an attem pt to draft a Coopera­
tive Societies A ct which is free o f the taint o f inconsistency with  
the Cooperative Principles.

The M odel Law is based on the C ooperative Societies  
O rdinance appearing in the 1956 Revision o f  the Legislative 
Enactm ents o f  Sri Lanka. I have also consulted the “ M odel 
Cooperative Societies B ill” recom m ended by the C om m ittee for 
Cooperative Law appointed by the G overnm ent o f  India in 1957 
and the “ M anual o f  C ooperative Law and Practice” by Surridge 
and Digby (1967).

This M odel Law was first prepared by me and published  
in January 19 7 1. It has since been revised by me w ith the help 
o f  Dr. R.C. D w ivedi, Director o f  the N ational C ooperative U nion  
o f  India, Mr. 1C.S. Ponnulhurai, former Senior A ssistant C om m is­
sioner of C ooperative D evelopm ent o f  Sri Lanka and Mr. P. 
Sheshadri, Lecturer in Law, Osm ania University, H yderabad, 
to all o f  whom  I am deeply indebted for their valuable guidance.

The principal change I have made in this revision is the om is­
sion o f  the provision em powering the governm ent to make Rules.

Power is given to m ake rules “ as may be necessary for 
the purpose o f  carrying out or giving effect to the principles 
and provisions” o f  an Act. The procedure for m aking R ules is 
less cum bersom e than that for passing an Act. Ipso facto, the 
im portance attached to Rules is less than to an A ct. It is best 
to ensure that all law s relating to a people’s m ovem ent receive the 
same consideration  of, and em anate directly from, the peop le’s 
legislature, for the spirit o f  a people’s movem ent has a greater 
chance o f  recognition by a legislature than by a governm ent as 
such. A nd too often it happens that power is given to  make 
Rules on matters which are as im portant as those provided for in 
the A ct, and that the Rules are ultra vires o f  the provisions, or
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contravene the principles, o f  an A ct. A  com parison o f  C oopera­
tive Laws vis-a-vis Cooperative Principles as well as vis-a-vis 
C ooperative Rules w ill make a revealing study. T oday m any 
a law and rule deal w ith m atters which according to the C oopera­
tive Principles are those for self-regulation. These m atters should  
be provided for in the By-laws. The difference is that the provi­
sions o f  an A ct are im posed on  a society by the State, whereas 
the bylaw s are self-im posed.

The power to make rules is usually provided in the law  
on the ground that the governm ent should have power which is 
elastic enough to perm it frequent changes in the provisions 
relating to procedural m atters. There is no real difficulty in 
providing in the provisions o f  an Act itse lf the elasticity  that is 
necessary in the case o f  laws relating to procedural matters. 
Such elasticity  would then be more pronounced, in that power 
to  m ake Orders on procedural matters w ould vest in an official, 
such as the Registrar, and the am endm ent o f  any Orders m ade by 
him would be easier than the am endm ent o f  R ules. These 
powers however should not relate to any matters other than 
procedural, such as prescribing the forms to be used in applica­
tions for registration. The elasticity  required in these provisions 
has been kept in the M odel Law. Please see e.g. Section 7(4). 
There is also a better prospect o f  safeguarding cooperative 
autonom y because the possibility o f  challenging the valid ity o f an 
executive order is greater than that o f  a Rule.

Therefore all m atters which should be w ithin the purview  
o f  the governm ent and are usually provided for in the R ules have 
been included in the M odel Law. The other m atters on which 
R ules are usually m ade are m atters for self-regulation by the 
cooperatives themselves. These have been left out as their proper 
place is the Bylaws o f  cooperative societies.

It is hoped that the various governm ents o f  the D eveloping  
Countries in A sia  will take action to have their Cooperative Laws 
so am ended that the laws do not offend against Cooperative 
Principles.

P.E. W EE R A M A N  
ICA R egional D irector for S-E A sia

18th July 1973
IC A  R egional Office & Education Centre 
N ew  D elhi.
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PART I

Preliminary

1. Short Title

T his Law m ay be cited as the Cooperative Societies Law.

2. Interpretation

In this Law, unless the context otherw ise requires :

“ B on us” means a portion o f  the trading surplus (profit) o f  a 
registered society given to  a member in proportion to the volum e 
o f  his transactions with the society but not exceeding the propor­
tion o f  the total d ivisib le surplus to the total transactions o f  the 
society.

“ B y e-la w s” m ean s th e  registered  b ye-law s o f  a registered  
so c ie ty  for th e  tim e b e in g  in  force an d  in c lu d es a registered  
a m en d m en t o f  th e  b ye-law s.
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“ C om m ittee” or “ Board o f  D irectors” means the governing  
body o f  a registered society to whom  the m anagem ent o f  its affairs 
is entrusted under its bye-laws.

“ Com m on need” m eans the need which is com m on to the 
m ajority o f  the members o f  a registered society.

“ Cooperative Principles” mean the principles that shall be 
observed by cooperative societies registered under this law viz. :

(i) M em bership o f  a cooperative society shall be voluntary
and available w ithout artificial restriction or any social, 
political, racial or religious discrim ination to all persons 
who can make use o f  its services and are w illing to accept 
the responsibilities o f  membership.

(ii) C ooperative Societies are dem ocratic organisations.
Their affairs shall be adm inistered by persons elected or 
appointed in a m anner agreed by the members and 
accountable to them. M em bers o f  primary societies 
shall enjoy equal rights o f  voting (one m em ber, one vote) 
and participation in decisions affecting their societies. 
In other than primary societies the adm inistration  shall 
be conducted on  a dem ocratic basis in a suitable form.

(iii) Share capital shall only receive a strictly lim ited rate o f  
interest, i f  any.

(iv) The econom ic results, arising out o f  the operation o f  a 
society belong to the mem bers o f  that society and shall 
be distributed in such manner as would avoid one mem­
ber gaining at the expense o f  others.

This may be done by decision o f  the members as 
fo llow s :

By provision for developm ent o f  the business o f  the 
cooperative ;

by provision o f  com m on services ; or

by distribution am ong the members in proportion to 
their transactions with the society.
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(v) A ll cooperative societies shall make provision for the 
education o f  their members, officers and em ployees, and  
o f  the general public, in the principles and techniques o f  
Cooperation, both econom ic and dem ocratic.

(vi) A ll cooperative organisations, in order to best serve the  
interests o f  their members and their com m unities shall 
actively cooperate in every practical way with other co­
operatives at local, national and international levels, 
having as their aim  the achievem ent o f  unity o f  action by 
cooperators throughout the world.

“ D ividend” or “ Interest” means a share o f  the trading sur­
plus o f  a registered society given to a member as interest on his 
share capital in the society.

“ Federal Society” shall mean a registered cooperative society 
whose membership is open only to registered societies o f  any one 
category whether primary, secondary or tertiary.

“ M em ber” means a person or registered society adm itted to 
the membership o f  a registered society in accordance w ith the 
society’s bye-law s and includes a person or registered society  
jo in ing in the application  for the registration o f  a society, p ro­
vided he has already purchased a share in the society.

“ Officer” m eans a person em powered under a registered  
society’s bye-laws to give directions in regard to the business o f  
a society, and any person who is deem ed an officer o f  a registered  
society under its bye-law s, and includes the President, Chairm an, 
Secretary, Treasurer, a Member o f  Com m ittee, a Director, and a 
M anager o f  a registered society.

“ Primary S ociety” m eans a registered society whose m em ber­
ship is open only to individuals and w hose objects do not include the 
object o f  facilitating the operations o f  any other registered society.

“ R ebate” m eans bonus as defined above.

“ Registered Society” m eans a cooperative society registered 
under this law or deem ed to be so registered as provided herein­
after.
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“ R egistrar” m eans a person appointed to be or to act for the 
time being as the Registrar o f  Cooperative Societies under this 
Law and includes any person upon whom any or all o f  the powers 
c f  the Registrar have been conferred as provided hereinafter.

“ Secondary Society” m eans a registered society w hose m em ­
bership is open only to prim ary societies and whose main object 
is that o f  facilitating the operations o f  primary societies which are 
its members.

“Tertiary Society” m eans a registered society whose m em ber­
ship is open on ly  to secondary societies and w hose main object is 
that o f  facilitating the operations o f  secondary societies which are 
its m em bers.
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PART U

Registration

3. Appointment of Registrar, Deputy and Assistant Registrars

(1) There m ay be appointed a Registrar o f  C ooperative
Societies for or any portion thereof and such number o f
D eputies or A ssistant R egistrars as m ay be necessary.

(2) The G overnm ent m ay, by general or special order, 
confer on any D eputy or A ssistan t Registrar all or any o f  the 
powers o f  the Registrar under this Law and such order shall be 
published in accordance with the Law pertaining to publication  o f  
orders m ade by the G overnm ent.

4. Societies which may be Registered

Subject to  the provisions hereinafter contained a society which  
has as its object the econom ic and social betterm ent o f  its
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members through the satisfaction o f  their com m on econom ic needs 
by means o f  a com m on undertaking based upon m utual aid and 
profit-eiim ination, and which conform s to the Cooperative Princi­
ples, or a society established with the objcct o f  facilitating the 
operations o f  such a society may be ; egistercd under this Law with 
or without limited liability.

Provided that the liability o f  a secondary or tertiary society 
shall be lim ited.

5. Conditions o f  Registration

(1) N o  primary society shall be registered under this Law 
which does not consist o f  at least ten individuals each o f  whom is 
qualified for membership as provided hereinafter.

(2) N o secondary or tertiary society shall be registered under 
this Law which does not consist o f  at least two icgistered societies 
each o f  which is qualified for membership as provided hereinafter.

(3) The word “ cooperative” or its equivalent in th e .................
language shall form part o f  the name o f every society registered 
under this Law.

(4) The word “ Lim ited” shall be the last word in or the
equivalent o f  that word in ...........  shy 11 form part o f  the name o f
every society w ith  lim ited liability registered under this Law.

6. Qualifications for Membership

(1) Oniy an individual having the follow ing qualifications 
m ay be a member o f  a primary society :

(a) that he has attained the age o f 18 years ;

(b) that he is resident, in occupation o f  land, or follow ­
ing a trade or occupation relevant to the society’s 
objects w ithin  the society’s area o f  operations as de­
fined in its bye-laws ; and

(c) that he has the com m on need which the society seeks 
to satisfy and the ability to make use o f  the society 
services rendered for its satisfaction.
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(2) O nly a registered primary society with objects relevant 
io those o f  a secondary society shall be qualified for m embership  
o f  such secondary society and only a registered secondary society  
w ith objects relevant to those o f  a tertiary society shall be quali­
fied for membership o f  such tertiary society.

(3) W hen for the purposes o f  this section any question arises 
as to age, residence, occupation o f  land, trade or occupation o f  
any person in respect o f  his qualification for membership o f  a co ­
operative society such question shall be referred by the person  
concerned to the Registrar and his decision  shall be final and con ­
clusive in law.

7. Application for Registration

(1) For the purpose o f registration an application shall be 
made to the Registrar.

(2) The application shall be signed :

(a) in the case o f  a primary society by at least 10 indi­
viduals qualified to be and are members o f  such  
society ;

(b) in the case o f  a secondary society by the duly au th o­
rised persons o f  at least two registered primary 
societies which are qualified to be and are members 
o f  such secondary society ; and

(c) in the case o f  a tertiary society by the duly autho­
rised persons o f  at least two registered secondary  
societies which are qualified to be and are members 
o f  such tertiary society.

(3) The application shall be accom panied by such number 
o f  copies o f  the proposed bye-law s o f  the society  as the Registrar 
may require and the individuals or societies m aking such an 
application shall furnish such inform ation in regard to the society  
as m ay be required by the Registrar.

(4) The Registrar m ay prescribe the form s to  be used and  
the conditions to be com plied w ith in applying for the registration  
o f  a society and the procedure in the m atter o f  such application.
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8. Registration

(1) I f  the Registrar is satisfied that a society has complied  
w ith the provisions o f  this Law, and that its proposed bye-laws 
are not contrary to this Law and the Cooperative Principles and 
that the proposed undertaking o f  the society is likely to be viable, 
he may register the society and its bye-laws.

(2) On registration the society shall pay such fee as may 
be required by the Registrar.

(3) The Registrar m ay refuse to register a society only if he 
is  n ot satisfied in terms o f  sub-section (1).

9. Evidence of Registration

A certificate o f  registration signed by the Registrar thall be 
conclusive evidence that the society therein m entioned is duly  
registered unless it is proved that the registration o f  the society  
has been cancelled.

10. Societies to be Bodies Corporate

The registration o f  a society shall render it a body corporate 
by the name under which it is registered, with perpetual succession  
and a com m on seal, and with power to hold property, to  enter 
in to  contracts, to institute and defend suits and other legal pro­
ceedings, and to do all things necessary for the purposes laid  
dow n in its constitution .

11. Bye-laws of a Society to Bind Members

(1) The Registrar m ay prescribe the m atters in respect o f  
w hich a society shall m ake bye-law s and the procedure to be 
follow ed in m aking, altering and rescinding bye-laws, and the 
conditions to be satisfied prior to  such m aking, alteration or 
rescission.

(2) Every bye-law o f  a registered society shall, upon regis­
tration, be binding upon the society and the mem bers thereof to  
the same extent as if the bye-law  was signed by each member o f



the society and contained a covenant by each such member to 
observe the provisions o f  the bye-law.

(3) A ny dispute arising out o f  the interpretation o f  a bye- 
law o f  a registered society shall be referred to the Registrar for his 
decision and his decision shall be final and conclusive in law.

12. Power to M ake Bye-laws in Restraint of Trade

N o bye-law made by a registered society shall be called in 
question in any court o f  law on the ground only that such bye-law  
constitutes a contract in restraint o f  trade,

13. Power to m ake Bye-laws for the Im position o f Fines on 
M embers

The bye-1 : ws made by any registered socieiy may provide for 
the im position o f  fines on the members o f  the society for contra­
ventions o f  its bye-law s :

Provided, however, that no such fine shall be im posed on any 
member unless :

(a) notice in writing o f  the intention  to im pose such fine and  
the reasons therefor have been given in writing to him  by 
the society ; and

(b) he has failed to show, w ithin a fortnight in writing, 
sufficient cause against the im position o f  the fine.

14. Amendment o f  the Bye-laws o f  a Registered Society

(1) A ny registered society m ay, subject to this Law, amend  
its bye-law s including the bye-law which declares the name o f  the 
society.

(2) N o am endm ent o f  the bye-law s o f  a registered society  
shall be valid until that am endm ent has been registered under 
this Law, for which purpose copies o f  the am endm ent shall be 
forwarded to the Registrar.

(3) If the Registrar is satisfied that any am endm ent o f  the 
bye-laws is not contrary to this Law, the Cooperative Principles
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or the in terests o f  any o ther registered soc ie ty , he sh a ll register the  
a m en d m en t.

(4) A n  am en d m en t w hich  chan ges th e  n am e o f  a society  
sh a ll n ot affect an y  right or o b lig a tio n  o f  the soc ie ty  or an y  o f  its 
m em bers or p a st m em b ers, an d  any legal proceed in gs pend ing  
m ay b e co n tin u ed  by or aga in st th e  soc ie ty  u n d er its new  nam e.

(5) W hen  th e R egistrar registers an am endm ent o f  the bye- 
law s o f  a registered  soc ie ty , he sh a ll issue to th e  soc ie ty  a co p y  o f  
the am en d m en t certified  by  h im , w h ich  sh a ll be co n clu siv e  ev i­
d en ce o f  the fact that the a m en d m en t has been  d u ly  registered .

(6 ) In  th is  section , “ a m en d m en t” in clu d es the m ak ing  o f  a 
new  b ye-law  and  the var ia tion  or resc iss ion  o f  a bye-law .
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PART III

Rights and Liabilities of Members

15 Restriction of Membership in Societies

E xcept w ith  the sa n ctio n  o f  the R eg istrar  n o  person  sh a ll be  
a m em ber o f  m ore th an  o n e  reg istered  so c ie ty  w ith  u n lim ited  
lia b ility  or w h ose p rim ary ob ject is to  grant lo a n s to its m em bers.

16 Contract with Society of Members who are Minors

T h e m in o rity  or n on -age o f  a n y  p erson  d u ly  a d m itted  as a 
m em ber o f  a n y  reg istered  soc ie ty  sh a ll n ot debar th a t p erson  from  
ex ecu tin g  an y  in stru m en t or g iv in g  any acq u ittan ce  n ecessary  to  
be ex ecu ted  or g iven  under th is L aw , and  sh a ll n o t be a grou n d  
for in v a lid a tin g  or a v o id in g  any con tra c t entered  in to  by an y  such  
person  w ith  the so c ie ty , a n d  an y  such  con tract en tered  in to  
by an y  such  p erson  w ith  the so c ie ty , w hether a s p r in c ip a l or  as 
surety , sh a ll be en forceab le  a t law  or aga in st such  person  n o t­
w ith stan d in g  h is m in o r ity  or n on -age .
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17. Restrictions on Transfer of Shares or Interest

In the case o f  a society registered with unlim ited liability, a 
member shall not transfer any share held by him or his interest 
in the capital o f  the society or any part thereof, unless :

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

(b) the transfer is made to the society, or to a member of
the society, or to a person whose application for mem ber­
ship has been accepted by the com m ittee.

18. Shares or Other Interest not Liable to Attachment or Sale

Subject to the provisions o f  Section 31, the share or other 
interest o f  a member in the capital o f  a registered society shall not 
be liable to attachm ent or sale under any decree or order o f  a 
court in respect o f  any debt or liability incurred by such member, 
and neither his assignee in insolvency nor a receiver duly appoint­
ed shall be entitled to, or have any claim  on, such share or
interest.

19. Liability o f  Past Member and Estate o f  D eceased  Member 
for D ebts o f Society

A past member or the estate o f  a deceased member shall be 
liable for the debts o f  a registered society as they existed on the 
date o f his ceasing to be a member for a period o f  two years 
reckoned from that date.

2.0. Transfer o f  Interest on D eath or Permanent Insanity o f a 
M ember

(1) On the death or declaration o f permanent insanity o f  a 
member, a registered society m ay transfer the share or other 
interest o f  the member to the persons nom inated in accordance 
with the bye-laws o f the society, or, if  there is no person so nom i­
nated, to such person as may appear to the com m ittee to be the 
heir or legal representative o f  the member, or m ay pay to such 
nom inee, heir or legal representative, as the case m ay be, a sum
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representing the value o f  such member’s share or interest, as 
ascertained in accordance with the bye-laws :

Provided that :

(a) In the case o f  a society with unlim ited liability such 
nom inee, heir or legal representative, as the case m ay be, 
may require payment by the society o f  the value o f  the 
share or interest o f  the deceased member ascertained as 
aforesaid ;

(b) In the case o f  a society with lim ited liability; the society  
may transfer the share or interest o f  the member to such 
nom inee, heir or legal representative, as the case may be, 
being qualified in accordance with the bye-laws for 
m em bership o f  the society, or on his application within  
six m onths o f  the date o f  the death or declaration o f  
perm anent insanity to any person specified in the appli­
cation w ho is so qualified.

(2) A registered society shall pay all other m oneys due to 
the deceased member from the society to such nom inee, heir or 
legal representative, as the case may be.

(3) A ll transfers and paym ents m ade by a registered society  
in accordance with the provisions o f  this section shall be valid  
and effectual against any dem and made upon the society by any 
other person.

(4) The Registrar may prescribe the m ode in which the value 
o f a deceased m em ber’s interest shall be ascertained, and the 
nom ination  o f  a person to whom such interest may be paid or 
transferred shall be made.

(5) The Registrar may prescribe the m ode in which the value 
o f the interest o f  a member who has becom e o f  unsound m ind and  
incapable o f  m anaging h im self or his affairs shall be ascertained  
and the nom ination  o f  any person to whom  such interest m ay be 
paid or transferred shall be m ade.
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(1) A  registered  so c ie ty  m ay receive d ep osits  from  or for the  
benefit o f  m in ors an d  it sh a ll be law fu l for a registered  soc ie ty  to 
pay su ch  m in ors th e  in terest w hich  m ay b ecom e due on such de­
p o s its . A ny d eposits m ad e  by a m inor m ay, togeth er w ith  the 
in terest accrued thereon , be p a id  to  th at m inor ; and any d ep o sit  
m ad e on  b e h a lf  o f  a m inor m ay, togeth er with th e  interest accrued  
th ereon , be p a id  to  the guard ian  o f  that m inor for the use o f  the  
m inor.

(2) T he receip t o f  any m inor or guardian for m oney p a id  to  
h im  under th is  section  shall be a sufficient d ischarge o f  the 
lia b ility  o f  th e  soc ie ty  in respect o f  th at m oney .

21. Deposits by or on behalf of Minors
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PART IV

Management of Registered Societies

22. Address of Society

Every registered society shall have an address, registered in 
accordance with the rules, to which all notices and com m unica­
tions may be sent, and shall send to the Registrar notice o f  every 
change o f  that address.

23. Copy of Law, Bye-laws Etc. to be Open to Inspection

Every registered society shall keep a copy o f  this Law and o f  its 
bye-laws and a list o f  its members open to inspection, free o f  charge, 
at all reasonable times at the registered address o f  the society.

24. Register of Members

(I) A ny register or list o f  mem bers kept by any registered  
soc>ety shall be prim a facie evidence o f  any o f  the follow ing
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p ar t icu la rs  en tered  therein

(a) The date at which the name o f  any person, was 
entered in such register or list as 11 member ;

(b) The date at which any such person ceased to be a 
member.

(2) The Registrar may provide for the form ation and m ain­
tenance o f  a register o f  members, and, where the liability o f  
mem bers is lim ited by shares, o f  a register o f  shares.

25. Proof o f  Entries in Books o f  Society and Registry

(1) A copy of any entry in a book o f  a registered society 
regularly kept in  the course o f  business shall, if  certified in such 
manner as m ay be prescribed, be received in any legal proceeding, 
civil or crim inal, as prim a facie evidence o f  the existence o f  such 
entry and shall be adm itted as evidence o f  the m atters, transac­
tions and accounts therein recorded in every case where, and to 
the sam e extent as, the original entry itself is adm issible.

(2) The Registrar shall prescribe the manner in which copies 
of entries in books o f  registered societies may be certified.

(3) N o officer o f  any such society shall, in any legal p ro ­
ceedings to which the society is not a party, be com pelled to pro­
duce any o f  the society’s books, the contents o f  which can be 
proved under sub-section (1) or to appear as a witness to prove 
any m atters, transactions or accounts therein recorded, unless the 
court for special reasons so directs.

(4) The Registrar shall provide for the inspection o f  docu­
ments and registers at his office and the fees to be paid therefor 
and for the issue o f  copies o f  such docum ents or registers.

26. Final Authority in a Registered Society

The supreme authority o f  a registered society shall vest in the 
general m eeting o f  its members.
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(1) If, upon the com m ittee o f  a registered society being re­
constituted in accordance with its bye-laws or a society being 
dissolved under Section 48 or 49, any or all o f  the members o f  the 
com m ittee, officers or em ployees holding office or in service im m e­
diately prior to such reconstitution or dissolution refuse or fail to 
hand over the books, docum ents and assets o f  the society to the 
new com m ittee or the liquidator as the case may be, the new 
com m ittee or the liquidator may apply to the m agistrate, within  
whose jurisd iction  the society functions, for securing the books, 
docum ents and assets o f  the society.

(2) On receipt o f  an application under sub-section (1) the 
m agistrate m ay, by a warrant, authorise any police officer, not 
below the rank o f  a sub-inspector, to enter and search any place 
where the records and the property are kept or are believed to be 
kept and to seize such records and property ; and the records and 
property so seized shall be handed over to the new com m ittee or 
the liquidator as the case may be.

(3) i f  in the opinion o f  the Registrar, after due inquiry, any  
or al! o f  the members o f  the com m ittee or officers or em ployees 
holding office or in service im m ediately prior to such reconstitu­
tion or d issolution are responsible for any loss or damage to the 
books and other docum ents o f  a registered society, he m ay order 
any or all o f such persons to pay to the society a sum o f m oney, 
as may be determ ined by him, by way o f  com pensation, each such 
person being served individually with a separate order in writing  
stating the am ount due from him. The order o f  the Registrar 
under this sub-section shall be final and shall not be called  in 
question in any civil court and shall be enforced in the same 
manner as if  the order had been a judgem ent o f  a civil court.

27. Securing Possession of Records Etc.



PART V

Privileges of Registered Societies

28. Act of Cooperative Societies not to be Invalidated by Certain 
Defects

N o  a ct o f  a  coo p era tiv e  society  or any com m ittee  or any 
officer shall be d eem ed  to be in va lid  by  reason on ly  o f  the ex isten ce  
o f  a n y  defect in  th e  co n st itu t io n  o f  th e  society  or th e  com m ittee  
or in  th e  a p p o in tm en t or e lec tion  o f  an  officer or on the ground  
th a t su ch  officer w as d isq u a lified  for h is ap p o in tm en t.

29. Disposal of Produce to or Through a Registered Society

(1 ) A  reg istered  society  w hich  h as as one o f  its ob jects the  
d isp o sa l o f  an y  artic le  w h ich  is th e  produce o f  agricu ltu re or 
a n im a l husb and ry  or an y  other in d u stry , m ay p rov id e in its bye- 
la w s or m ay co n tra ct w ith its m em bers :

(a) th at every such m em ber, w ho p rod u ces any such
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article shall dispose o f  the whole or o f  any specified  
am ount, proportion or description thereof to  or 
through the society; and

(b) that any member, who is proved or adjudged to be 
guilty o f  a breach o f  the bye-law s or contract, shall 
pay to the society as liquidated damages a sum  
ascertained or assessed in such manner as m ay be 
prescribed by its bye-laws.

(2) A contract m ade by a registered society under sub­
section (1) shall create in favour o f  the society a first charge upon  
all articles, whether produced or about to be produced, to which 
the contract relates.

(3) In any legal proceedings arising out o f  a contract under 
sub-section (1), it shall n ot be a defence that the contract is in 
restraint o f  trade.

(4) A  member o f  a registered society shall be deem ed not to 
have contravened any bye-law  o f  the society which requires him  
to deliver any produce to the society, if  the failure to deliver such 
produce was due to  the fact that he had, prior to becom ing a 
m ember o f  the society, contracted to deliver the produce to some 
other person.

(5) Every person w ho applies for m em bership o f  a registered 
society shall, i f  required so to do, disclose in his application  
particulars o f  all contracts m ade by him for the delivery o f  any 
produce to any other person.

30. Creation o f  Charges in Favour o f Registered S ocieties

(1) Subject to any prior claim  o f  the G overnm ent on the 
property o f  the debtor and to the lien or claim  o f  a landlord in 
respect o f  rent or any m oney recoverable as rent and in the case 
o f im m ovable property to any prior registered charge thereon :

(a) any debt or outstanding dem and payable to a regis­
tered society by any member or past m em ber shall 
be a first charge on  all crops or other agricultural

19



produce, f’eiied  tim ber or other forest produce, 
m arine produce, (fresh-water and salt-water), live­
stock , fodder, agricultural, industrial and fishing 
im plem ents, plant, machinery, boats, tackle and  
nets, raw m aterials, stock-in-trade and generally ail 
produce o f  labour and things used in connection  
with production raised, purchased or produced in 
whole or in part from any loan whether in m oney or 
in goods given him by the society : provided that 
nothing herein contained shall affect the claim  o f  
any bona fide purchaser or transferee w ithout notice,

(b) any outstanding dem ands or dues payable to a 
registered housing society by any member or past 
member in respect o f  rent, shares, loans or pur­
chase m oney or any other rights or am ounts pay­
able to such society shall be a first charge upon his 
interest in the im m ovable property o f  the society.

(2) N o person shall transfer any property which is subject 
to a charge under si:b-section (1) except with the previous per­
m ission in writing o f  the cooperative society which holds the 
charge.

(3) N otw ithstanding anything contained in any law for the 
tim e being in force, any transfer o f  property m ade in contraven­
tion o f  the provisions o f sub-section (2) shall be void.

31. Charge and Set-O ff in Respect o f Shares or other interests
o f  M em bers

A registered society shall have a charge upon the shares or 
other interests in the capital and on the deposits o f  a member or 
past member or deceased member and upon any dividend, bonus 
or profits payable to a member or past member or to the estate o f  a 
deceased m em ber in respect o f  any debt due to the society from  
such member or past member or estate, and may set off any sum  
credited or payable to a member or past member or estate o f  a 
deceased member in or towards paym ent o f  any such debt.
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32. Amalgamation and Transfer o f Societies

(1) A ny two or more registered societies m ay, by a resolu­
tion passed by a Ihivc-f-n.rtbs m ajority o f  the m em bers present at 
a special general m eeting o f  each such society held for the pur­
pose, am algam ate a single society  ; provided th at each  m em ber  
has had 15 clear days written notice o f  the resolution and the 
date o f  the m eeting . Such an am algam ation  may be effected 
v.'ithout !>. d issolu tion , or a d iv ision  o f  th e  fu n d s , o f the am alga ­
m ating societies. Such am  liga  m ated society  m ay ap p ly  for  
registration unde;- Section 7 o f  this Law and the Registrar may 
register such society under Section S o f  this Law. The registration 
o f  such society shall be a sallicien'. conveyance to  v est the assets 
and liabilities o f  the am algam ating societies in the amalgamated  
society.

(2) A ny registered society may by a resolution passed in 
accordance with the procedure laid down in sub-section (1) trans­
fer its assets and liabil.ties to any other registered society which 
is prepared to accept them :

Provided that when a r .y  s u c h  am algam ation or transfer o f  
assets and liabilities involves the transfer o f  its liab ilities by any 
society to any other society, it will not be made w ithout giving 
three m onths’ notice to the creditors o f both or all such societies;

Provided further that i f  a creditor or cred itors o f  any o f  the
societies conccrned objects or object to such am algam ation or 
transfer o f  assets and liabilities and gives or give written notice to 
that effect to the society or societies concerned one m onth before 
the date fixed for such am algam ation or transfer, the am algam a­
tion or transfer shall not be made until the dues o f  such creditor 
or creditors have been satisfied.

33. D ivision o f  Societies

(1) Any registered society m ay. by a resolution passed by a 
three-fourths m ajority o f the members present at a special general 
m eeting o f  the society held for the purpose, resolve to divide itself 
into two or m ore societies, provided that each member has had 15



clear days’ written notice o f  the resolution and the date o f  the 
meeting. The resolution (hereinafter in this section referred to as 
a prelim inary resolution) shall contain proposals for the division  
o f the assets and liabilities o f  the society am ong the new societies 
in which it is proposed to divide it and may prescribe the area 
o f  operation of, and specify the members who will constitute, each 
o f  the new societies.

(2) A copy o f  the preliminary resolution shall be sent to all 
the members and creditors o f  the society. A notice o f  the resolu­
tion shall also be given to all other persons whose interests will be 
affected by the division o f  the society.

(3) A ny member o f  the society may, notw ithstanding any 
bye-law to the contrary, by notice given to the society w ithin a 
period o f  three m onths from his receipt o f  the resolution, intim ate 
his in tention  not to becom e a member o f  any o f  the new societies.

(4) A ny creditor o f  the society m ay, notw ithstanding any 
agreement to the contrary, by notice given to the society within 
the said period intim ate his intention to dem and a return o f  any 
am ount due to him.

(5) A ny other person whose interest will be affected by the 
division may by notice given to the society object to the division  
unless his claim  is satisfied .

(6) After the expiry o f  three m onths from the receipt o f  the 
prelim inary resolution by all the members and creditors o f the 
society and o f  the notice by other persons given under sub-section
(2), another special general m eeting o f  the society, o f  which at 
least 15 clear days’ notice shall be given to its members, shall be 
convened  for considering the prelim inary resolution and the in­
tentions and objections made under sub-sections (3), (4) and (5), 
if  any. If, at such m eeting the prelim inary resolution is confirmed 
by a resolution passed by a majority o f  not less than two-thirds o f  
the members present, either w ithout changes or with such changes  
as in the opinion  o f  the Registrar are not m aterial, he may, 
subject to the provisions o f  sub-section (9) and Section 7, register 
the new societies and the bye-laws thereof. On such registration,



the registration o f  the old  society shall be deemed to  have been  
cancelled and the society shall be deemed to be dissolved from  
the date o f  such cancellation.

(7) The op in ion  of the Registrar as to whether the changes 
m ade in the preliminary resolution are or are not material shall 
be final and no appeal shall lie therefrom.

(8) A t the special general m eeting referred to in sub-section
(6) provision shall be m ade by another resolution for

(i) repayment o f  the share capital o f  all the members 
who have given notice under sub-section (3) :

(ii) satisfaction o f the claim s o f  all the creditors who 
have given notice under sub-section (4) ;

(iii) satisfaction o f  the claim s o f  such o f  the other persons 
who have given notice under sub-section (5) as the 
Registrar decides or securing their claim s in such 
m anner as the Registrar directs ;

Provided that no member or creditor or other person  
shall be entitled to such repaym ent o f  satisfaction  
until the prelim inary resolution is confirm ed as p ro­
vided in sub-section (6).

(9) If w ithin such tim e as the Registrar considers reasonable 
the share capital o f  the members referred to in sub-section (8) is 
not repaid or the claim s o f  the creditors referred to in that sub­
section are n ot satisfied, or the claim s o f  the other persons are not 
satisfied or secured as provided in clause (iii) o f  sub-section (8), 
the Registrar may refuse to register the new societies.

(10) The Registration o f  the new societies shall be a suffi­
cient conveyance to vest the assets and liab ilities o f  the original 
society in the new societies in the m anner specified in the preli­
m inary resolution as confirm ed under sub-section (6).

34. Conversion of Company into Cooperative Society

(1) A  com pany registered under the C om panies A cts m ay, 
by a special resolu tion , determ ine to convert itself into a registered 
society.
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(2) A  resolution for the conversion o f  a com pany into a 
registered society shall be accom panied by a copy o f  the bye-laws 
o f  the society therein referred to, and shall appoint seven persons, 
members o f  the com pany, w ho, together with the secretary shall 
sign the bye-laws, and who m ay either be authorised to accept 
any alterations m ade by the Registrar therein, w ithout further 
consulting the com pany, or m ay be required to lay all such alter­
ations before the com pany in general m eeting for acceptance as 
the resolution  may direct.

(3) W ith the bye-laws a copy of the special resolution for 
conversion o f  the com pany into a registered society shall be sent 
to the Registrar, who shall thereupon proceed to deal with the 
resolution as if  it were an application for registration under 
Section 7 o f  this Law.

(4) A  copy o f  the resolution for the conversion o f  the 
com pany into a registered society under the seal o f  the com pany, 
together w ith the certificate o f  registration issued by the Registrar, 
shall be sent for registration to the office o f  the Registrar o f  
C om panies, and upon the registration o f  such resolution and 
certificate, the conversion shall take effect.

(5) U pon the conversion o f  a com pany into a registered  
society the registration o f  the com pany under the Com panies A ct 
shall becom e void , and shall be cancelled  by the Registrar o f  
C om panies ; but the registration o f  a com pany as a cooperative  
society shall not affect any right or claim  for the tim e being sub­
sisting in favour o f  or against the com pany, or any penalty for the 
tim e being incurred by such com pany, and, for the purpose o f  en ­
forcing any such right, claim , or penalty, the society may sue, or 
be sued, and proceed, or be proceeded against, in the same manner 
as if  the com pany had not been registered as a cooperative society. 
And every such right or claim , and the liab ility  to such penalty, 
shall have priority as against the property o f  such society over all 
other rights or claim s against or liab ilities o f  the cooperative 
society and every right or claim  in favour o f  the com pany shall 
becom e due to the cooperative society.
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P A R T  VI

Property and Funds of Registered Societies

35. Acquisition o f Lands and Buildings

(])  A registered society m ay acquire and hold lands or 
buildings for any purpose connected with its objects.

(2) N o  part o f  the funds o f  a registered society shall be used  
for the acquisition o f  lands, buildings, p lant or m achinery w ith­
out the previous approval o f  the general m eeting o f  the society or 
as otherwise laid down in its bye-laws.

(3) A registered society m ay sell, transfer, gift or otherw ise 
dispose o f  lands, buildings, p lant or machinery held by it on ly  
with the prior approval o f  the general m eeting o f  the society.

36. Loans M ade by a R egistered Society

(1) A registered society shall n ot, except as provided in 
Section  39, m ake any loan  to any person other than a member :
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Provided that, w ith the consent o f  the Registrar, a registered 
society may m ake loans to another registered society.

(2) Except with the perm ission o f  the Registrar, a registered  
society  shall not lend m oney on the security o f  any m ovable pro­
perty other than produce or goods in which the society is autho­
rised to deal.

(3) The Registrar may, by general or special order, prohibit 
or restrict the lending o f  money on  mortgage o f  any description o f  
im m ovable property by any registered society.

37. D ebentures and F inancial A ssistance

(1) The Registrar m ay regulate the m anner in which a regis­
tered society m ay raise funds by the issue o f  debentures.

(2) The Registrar m ay prescribe the conditions to be obser­
ved by a registered society in applying for financial assistance 
from  the G overnm ent.

38. R estriction on other Transactions with N on-M em bers

Save as provided in sections 36 and 37, the transactions o f  a 
registered society with persons other than members shall be subject 
to such prohibitions and restrictions as may be prescribed by the 
Registrar.

39. Investm ent o f Funds

A registered society may invest or deposit its funds :

(a) in the Post Office Savings Banks, or with any bank or 
person carrying on the business o f banking approved for 
this purpose by the Registrar, or

(b) in any securities issued or guaranteed by the Govern­
m ent, or

(c) with any other registered society approved for this pur­
pose by the Registrar, or

(d) in any other m ode approved by the Registrar.
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40. Division of Funds and Disposal of Trading Surplus

N o part o f  the funds other than the net trading surplus o f  a 
registered society shall be paid by way o f bonus or dividend or 
otherwise distributed am ong its members :

Provided that a member may be paid remuneration on such 
scale as m ay be laid down by the bye-laws for any services 
rendered by him to the society.

Provided further that, in the case o f  a society with unlim ited  
liab ility , no distribution o f  profits shall be m ade without the 
general or special order o f  the Registrar.

41. Employees’ Provident Fund

(1) A Cooperative society may establish a Contributory  
Provident Fund for the benefit o f  its em ployees to which shall be 
credited all contributions m ade by the em ployees and the society  
in accordance with the bye-laws o f  the society.

(2) A C ontributory Provident Fund established  by a register­
ed society under sub-section (1) ;

(a) shall not be used in the business o f  the society,

(b) shall not form  part o f  the assets o f  the society, and

(c) shall not be liable to attachm ent or be subject to  
any other process o f  any court or other authority.
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PART VII

Audit, Inspection and Inquiry

42. Audit

(1) Every registered society shall subm it to the Registrar 
once at least in every year a statem ent o f  accounts and a balance 
sheet audited by a person or society authorised for the purpose by 
the R egistrar by general or special order in writing.

(2) The audit under sub-section (1) shall include an exam i­
nation o f  overdue debts, i f  any, and a valuation o f  the assets and  
liab ilities o f  the registered society.

(3) The Registrar and every person appointed to audit the 
accounts o f  a registered society shall have power when necessary :

(a) to sum m on at the tim e o f  this audit any or all officers, 
agents, servants and members, past and present, o f
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the society who he has reason to believe can give 
material inform ation in regard to any transactions o f  
the society or the m anagement o f  its affairs ; or

(b) to require the production o f  any book or docum ent 
relating to the affairs of, or any cash or securities
belonging to the society , by the officer, agent, servant
or member believed or deem ed by the Registrar or 
the auditor to be in possession o f  such book, docu­
m ent, cash or security.

(4) The R egistrar shall have power to prescribe the charges
payable to the auditor for the audit o f  the accounts o f  a registered
society.

43. Power of Registrar to Inspect Society’s Books etc.

(1) The Registrar, or any person authorised by general or 
special order in w riting o f the Registrar shall at all times have 
access to all the books, accounts; papers and securities, o f  a 
registered society, and shall be entitled to inspect the cash in hand  
and every officer o f the society shall furnish such inform ation in 
regard to the transactions and working o f  the society as the 
person m aking such inspection may require.

(2) The Registrar and every person authorised by him  to 
audit the accounts o f  a registered society shall be deem ed to be 
public servants within the m eaning o f  the Penal Code.

44. Inspection and Inquiry

(1) The Registrar may o f  his ow n m otion, and shall on the  
application c f  a m ajority o f  the com m ittee, or o f  not less than  
one-third o f  the members o f  a registered society, hold an inquiry  
or direct som e person authorised by him by order in writing in 
this b eh alf to hold  an inquiry in to  the constitution , working and  
financial con d ition  o f  a registered society ; and all officers, agents, 
servants and members o f  the society, past and present, shall 
furnish such inform ation in regard to the affairs o f  the society  
and produce the cash in hand and such books, accounts, papers 
and securities o f  the society as the Registrar or the person  
authorised by him require.
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(2) The Registrar shall, on the application o f  a creditor o f  
the registered society, inspect or direct some person authorised by 
him in writing in this behalf to inspect the books o f  the society, if  
the applicant :

(a) proves that an ascertained sum o f  m oney is then 
due to him and that he has dem anded paym ent 
thereof and has not received satisfaction within a 
reasonable time ; and

(b) deposits with the Registrar such sum as secu rity  for 
the costs o f  the proposed inspection as the Registrar 
m ay require.

(3) The Registrar shall com m unicate the results o f  any such  
inquiry or inspection to the society into whose affairs inquiry has 
been held and to the creditor on  whose application such inspection  
has been m ade.

(4) W here an inquiry is held under sub-section (1) or an 
inspection is made under sub-section (2 ), the Registrar may appor­
tion the costs or such part o f  the costs, as he may think right, 
between the registered society, the members dem anding an inquiry, 
the officers or former officers o f  the society and the creditor, if  
any, on w hose application the inspection has been made.

(5) A ny sum awarded by way o f  costs against any society or 
person under this section m ay be recovered, on application  to a 
m agistrate’s court having jurisdiction in the place where the 
registered office o f the society is situated or the person resides or 
carries on  business for the tim e being, in like m anner as a fine 
im posed by the court.

45. Registrar may Require Bank to Produce any Information etc.

N otw ithstanding anyth ing in any other written law , the 
Registrar m ay, where he considers it necessary to do so, require 
any bank :

(a) to  furnish any inform ation regarding the transactions o f  
any registered society with the bank;
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(b) to produce a copy showing the account o f  the society  
with the bank from the ledger kept by the bank, or

(c) to produce any cheques paid to the credit o f  the society  
or endorsed by the society.

46. Communication of Defects in the Working of Registered 
Societies

(1) I f  any audit, inquiry or inspection made under this Law  
discloses any defects in the working o f  a registered society, the 
Registrar may bring such defects to the notice o f  the society and  
if  the society is affiliated to another registered society also to the 
notice o f  that other society.

(2) The Registrar may make an order directing the society  
or its officers to take such action as may be specified in the order 
within the time m entioned therein to remedy the defects disclosed  
in the audit, inquiry or inspection.

47. Returns to be made by Societies

The Registrar may prescribe the returns to be subm itted by 
registered societies to the Registrar, and the persons by whom  and  
the form in which the same are to be m ade.
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PART VIII

Dissolution

48. D issolution

(1) I f  the Registrar, or a D eputy or A ssistant Registrar on  
w hom  the powers o f  the Registrar in terms o f  Section 44 have been 
conferred under Section 3(2), holds an inquiry or m akes an inspec­
tion under Section 44, or on receipt o f  an application  m ade by 
three-fourths o f  the members o f  a registered society, and is o f  
opinion  that the society ought to be d issolved, he m ay m ake an  
order cancelling the registration o f  the society.

(2) A ny member o f  a registered society m ay, w ithin two  
m onths from  the date o f  an order under sub-section ( I ) ,  appeal 
from such order to the M inister, who m ay, w ithin three m onths  
o f  the date o f  such ap peal, confirm the order or uphold the appeal. 
I f  the M inister confirm s such order it shall take effect on the date 
o f  the M inister’s order confirm ing the order o f  the Registrar,
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D eputy or A ssistant Registrar under sub-section (1), and this date 
shall be the date o f  dissolution ; and if the appeal is upheld the 
said order shall stand revoked with effect from the date o f  the 
M inister’s order upholding the appeal :

Provided that if  no order is m ade by the M inister on  such 
appeal w ithin three m onths o f  the date o f  the appeal, the order 
under sub-section (1) shall take effect on the date o f  the expiry 
o f  the said three m onths, and this date shall be the date o f  dis­
solution.

(3) W here no appeal is presented within two m onths from  
the m aking o f  an order cancelling the registration o f  a society, 
the order shall take effect on the date o f  the expiry o f  that period  
and this date shall be the date o f  d issolution.

(4) N o  registered society shall be w ound up save by an 
order o f  the Registrar.

49. Cancellation o f Registration o f  Society  due to Lack o f  
Membership

The Registrar m ay, by order in writing, cancel the registra­
tion o f  any registered society other than a society which includes  
am ong its mem bers one or m ore registered societies, if  at any tim e 
it is proved to his satisfaction that the number o f  the members 
has been reduced to less than 10. Every such order shall take 
effect on the date thereof.

50. Effect o f  Cancellation o f  Registration

W here the registration o f  a registered society is cancelled  by 
an order under Section 48, or under Section 49, the society shall 
cease to exist as a corporate body from the date o f  dissolution.

Provided that any privileges conferred on the society by or 
under this Law shall be deem ed to be vested in any liquidator  
appointed for that society by the Registrar.

51. Liquidation after Cancellation o f  Registration o f  Society

(1) W here the re g istra tig a to f a  society is cancelled under ,
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Section 48 or 49 the Registrar shall appoint one or more persons 
to be, subject to his direction and control, the liquidator or 
liquidators o f  the society.

(2) W here the Registrar, D eputy or A ssistant Registrar makes 
an order cancelling the registration o f  a society under Section 48(1), 
he may order the com m ittee, officers and em ployees o f  the society  
to hand over the books, docum ents and assets o f  the society 
im m ediately to the liquidator appointed under sub-section (1) for 
their safe custody and protection until the date o f revocation  
under Section 48(2) o f  the order cancelling the registration or the 
date o f  d issolution  o f  the society.

(3,) W here any order m ade under sub-section (2) is not 
com plied w ith, the liqu idator may apply to the m agistrate, within  
w hose jurisdiction the society functions, for securing the books, 
docum ents and assets o f  the society.

52. Liquidator’s Powers

(1) A liquidator appointed  under Section 51 above shall, 
subject to the guidance and control o f  the Registrar and to any 
lim itations im posed by the Registrar by order under Section 53, 
have power w ith effect from  the date o f  d issolution  to :

(a) take possession o f  the books, docum ents and assets  
o f  the society im m ediately upon the cancellation  o f  
the registration o f  a registered society and hold them  
in his custody provided that if  the order o f  cancella­
tion  is revoked he shall hand them back im m ediately  
to the officer or officers from  whom he received them;

(b) carry on  the business o f  the society so far as m ay be 
necessary for w inding it up beneficially : provided  
that nothing herein contained shall entitle the 
liquidator o f  a credit society to issue any loan ;

(c) call such general m eetings o f  mem bers as may be 
necessary for the proper conduct o f  the liquidation ;

(d) determ ine from tim e to time the contribution to be 
m ade by m em bers and past mem bers or by the

34



estates o f  deceased members o f  the society to its 
assets ;

(e) sell the property o f  the socicty ;

(f) appoint a day by proclam ation or notice by which  
creditors whose claim s are not already recorded in 
the books o f  the society shall state their claim s for 
adm ission or be excluded from any distribution  
m ade before they have proved such claim s ;

(g) decide any question o f  priority which arises between  
creditors ;

(h) refer disputes to arbitration under Section 59 and 
defend suits and other legal proceedings on b eh alf 
o f  the society by his name or office ;

(i) decide by what persons and in what proportions the 
costs o f  liquidation are to be borne ;

(j) give such directions in regard to the collection and  
distribution o f  assets as may be necessary in the 
course o f  w inding-up the society ;

(k) com prom ise any claim  by or against the society  
provided the sanction o f  the Registrar has first been  
obtained ; and

(1) arrange for the distribution o f  the assets o f  the 
society in a convenient m anner when a schem e o f  
distribution has been approved by the Registrar ;

and all decisions and directions under this subsection
shall be deem ed to be orders for the purposes o f  Sections
54 and 58.

(2) Subject to such directions as may be given by the 
Registrar in this behalf, any liqu idator appointed under this Law  
shall, in so far as such powers are necessary for carrying ou t the 
purposes o f  th is section , have power to summ on and enforce the 
attendance o f  parties and witnesses and to com pel the production  
o f  docum ents by the sam e means and (so far as may be) in the 
manner as is provided in the case o f  a civil court.
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53. Power o f  Registrar to Control Liquidation

A liquidator :hal! exercise his powers subject to the control 
and revision o f  the Registrar, who may :

(a) rescind or vary any order made by a liquidator and make 
whatever new order is required ;

(b) remove a liquidator from office ;

(c) call for ail books, docum ents and assets o f  the society;

(d) by order in w riting lim it the powers o f  a liquidator 
under Section 52 ;

(e) require accounts to be rendered to him  by the liquidator;

( f)  procure the auditing o f  the liquidator’s accounts and  
authorise the distribution o f  the assets o f  the society ;

(g) m ake an order for the remuneration o f  the liquidator ;

(h) direct the liquidator in respect o f  matters relating to the
sum m oning and enforcing the attendance o f  parties and
witnesses and com pelling the production o f  docum ents
for the purposes o f  Section 52(2);

(i) refer any subject o f  d ispute between a liquidator and  
any third party to arbitration if that party shall have 
consented in writing to be bound by the award o f  the 
arbitrator ;

(j) prescribe the procedure to be followed by a liquidator ;

(k) prescribe the cases in which appeals shall lie from the 
orders o f  it liquidator.

54. Enforcem ent o f  Order

(1) The award o f an arbitrator on any m atter referred to him  
under Section 53 shall be binding upon the parties, and shall be 
enforceable in like manner as an order m ade by the Registrar 
under that Section .

(2) An order made by a liquidator or by the Registrar under
Section  52 or 53 shall be enforced by any civ il court having
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jurisd iction  over the place where the registered office o f  the society  
is or was situated in like manner as a decree o f  that court.

55. Lim itation o f  the Jurisdiction o f the Civil Court

Save in so far as is hereinbefore expressly provided, no civil 
court shall have any jurisdiction in respect o f  any matter concer­
ned with the d issolution  o f  a registered society under this Law.

56. Closure o f  Liquidation

(1) In the liquidation o f  a society whose registration has 
been cancelled, the funds, including the reserve fund, shall be 
applied first to the costs o f  liquidation, than to the discharge o f  
the liabilities o f  the socicty, then to the paym ent o f  the share 
capital and then, provided the bye-laws o f  the society perm it, to 
the paym ent o f  a d ividend, at a rate n ot exceeding six per cent per 
annum  for any period for which no disposal o f  trading surplus 
was m ade.

(2) W hen the liquidation  o f  a society has been closed  and  
any creditor o f  that society lias not claim ed or received what is 
due to him under the scheme o f  d istribution , notice o f  the closing  
o f  the liquidation  shall be published in the Gazette; and, all 
claim s against the funds o f  the society liquidated shall be proscri­
bed when twelve m onths have elapsed from the date o f  the publi­
cation o f  the G azette notice.

(3) A ny surplus rem aining after the application o f  the funds 
to the purposes specified in sub-section (1) and the paym ent o f  
any claim s for which an action is instituted  under sub-section (2) 
shall be paid to the federal society to which the liquidated society  
was federated.
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P A R T  IX

Surcharge and Altachment

57. Powers o f  Registrar to Surcharge Officers Etc. o f  a 
Registered Society

(1) W here in the course o f  an audit under Section 42, or an 
inquiry or inspection under Section 44 or the w inding up o f  a 
society w hose registration has been cancelled it appears that any 
person who has taken part in the organisation or m anagem ent o f  
such society or any past or present officer o f  the society has m isap­
plied  or retained or becom e liable or accountable for any m oney  
or property o f  such society or has been guilty o f  m isfeasance or 
breach o f  trust in relation to such society, the Registrar may 
exam ine into the conduct o f  such person and make an order 
requiring him  to repay or restore the m oney or property or any 
part thereof with interest at such rate as the Registrar thinks just 
or to contribute such sum  to the assets o f  such society by way o f  
com pensation  in regard to the m isapplication, retainer, d ishonesty
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or breach o f  trust as the Registrar thinks just. Such order shall 
be final and shall not be called  in question in any civil court and 
shall be enforced in the same manner as if  the order had been a 
judgem ent o f  a civil court.

(2) T his section shall apply notw ithstanding that the act is 
one for which the offender may be crim inally responsible.

58. Attachm ent o f  Property

Where the Registrar is satisfied that any person with intent 
to defraud or delay the execution o f  any order or award which 
may be m ade against him under Sections 27, 52, 53, 57 or 59 is 
about to d ispose o f  the whole or any part o f  his property to  the 
detrim ent o f  the society’s interests, the Registrar m ay, unless 
adequate security is furnished, order the conditional attachm ent o f  
such property, and such attachm ent shall have the same effect as 
if  m ade by a com petent court.
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PART X

Disputes

59. Settlem ent o f  D isputes

(1) I f  any dispute regarding the affairs o f  a registered society  
arises :

(a) am ong m em bers, past members and persons claim ing  
through m em bers, past members and deceased m em ­
bers; or

(b) between a member, past m em ber, or person claim ing  
through a member, past member or deceased m em ­
ber, and the society, its com m ittee, or any officer o f  
the society; or

(c) between the society or its com m ittee and any officer 
o f  the society; or

(d) between the society and any other registered society;
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such dispute may be referred to the Registrar for 
decision by the parties by mutual consent.

A  claim  by a registered society for any debt or dem and due 
to it from  a member, past member or the nominee, heir or legal 
representative o f  a deceased member, whether admitted or not, 
shall be deemed to be a dispute touching the business o f  the 
society within the m eaning o f  this sub-section.

(2) The Registrar may, on  rcceipt o f  a reference under sub­
section (1) :

(a) decide the dispute h im self and make an award, or

(b) refer it for disposal to an arbitrator or arbitrators.

(3) Any party aggrieved by the award o f  the arbitrator or 
arbitrators may appeal therefrom to the Registrar within such 
period as m ay be prescribed by him.

(4) An award o f  the Registrar under sub-section (2) or in 
appeal under sub-section (3) shall be final and shall not be called  
in question in any civil court and shall be enforced in the same 
m anner as if  the decision had been a judgem ent o f  civil court.

(5) The award o f  the arbitrator or arbitrators under sub­
section (2) shall, if  no appeal is preferred to the Registrar under 
sub-section (3), or if  any such appeal is abandoned or withdrawn, 
be final and shall not be called in question in any civil court and  
shall be enforced in the sam e manner as i f  the award had been a 
judgem ent o f  a civil court.

(6) The Government may prescribe the m ode o f  appointing  
an arbitrator or arbitrators and the procedure to be followed in 
proceedings before the Registrar or duly appointed arbitrator or 
arbitrators.

(7) The G overnm ent m ay prescribe the forms to be used, 
the fees to be paid, the procedure to be observed and all other 
m atters connected  w ith or incidental to  the presentation, hearing  
and disposal o f  appeals under this Law.
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P A R T  XL

Di< Miscellaneous

5 9  60. Recovery o f  Sums D ue to Government

A ll sum s due from a registered society or from an officer or 
arJ  member or past member o f  a registered society as such to the

i governm ent m ay be recovered in the m anner provided for the
recovery o f  debts due to the governm ent under the law for the
tim e being in force.

61. Power to Exem pt From Stamp D uty and Registration F ee

(1) The G overnm ent by notification in the G azette may, 
in the case o f  any registered society or class o f  registered societies, 
rem it :

(a) the stam p duty with which, under any law for the 
tim e being in force, instrum ents executed by, on  
beh alf o f  or in favour o f  a registered society, or by
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an officer or member, and relating to the business 
o f  such society, or any class o f  such instrum ents are 
respectively chargeable; or

(b) any fee payable under the law o f  registration for 
the tim e being in force.

(2) A notification exem pting any registered society from the 
fees referred to in paragraph (b) o f  sub-section (1) may provide for 
the withdrawal o f  such exem ption.

62. Prohibition o f  the word “ Cooperative”

(1) N o  person other than a registered society shall trade or 
carry on business under any name or title o f  which the word 
“ C ooperative” is part w ithout the sanction o f  the Registrar: 
Provided that noth ing in this Section shall apply to the use by 
any person or his successor in interest o f  any name or title under 
which he traded or carried on business at the com m encem ent o f  
this Law.

(2) A ny person who contravenes the provisions o f  this
Section shall be guilty o f  an offence and shall be liable on sum ­
mary conviction  to a fine n ot exceeding------------- and  in the case
o f  a continuing offence to a further fine not exceeding------------- for
each day during which the offence con tinu es.

63. Company Law N ot to  Apply

The provisions o f  the Com pany Law shall not apply to socie­
ties registered under this Law.

64. Savings for E xisting Societies

(1) A ny society registered or deemed to be registered under 
any enactm ent repealed by this Law, shall be deem ed to be regis­
tered under this Law, and the bye-laws o f  such society shall, so 
far as they are not inconsistent with the express provisions o f  
this Law, continue in force until altered or rescinded.

(2) A ll appointm ents and orders m ade, notifications and 
notices issued, and suits and other proceedings instituted or
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deemed to have been m ade, issued or instituted under any enact­
m ent repealed by this Law, shall, so far as m ay be, be deem ed to  
have been m ade, issued and instituted under this Law.

65. Punishm ent for Fraud or M isappropriation

If  any person obtains possession  by false representation or 
im position o f  any property o f  a society, or having the sam e in his 
possession w ithholds or m isapplies the sam e, or w ilfully applies 
any part thereof to purposes other than those expressed or direc­
ted in the bye-laws o f  the society, and authorised by this Law, he 
shall on the com plaint o f  the society, any member authorised there­
for by the com m ittee thereof, the Registrar, D eputy Registrar or 
A ssistant Registrar, be liable, on summary conviction  by a court,
to a fine not exceeding------------- w ith costs, and to be ordered to
deliver up all such property or to repay all m oneys applied im pro­
perly, and in default o f  such delivery or repaym ent or o f  the 
paym ent o f  such fine to be im prisoned for any period not excee­
d ing three m onths, but nothing in this Section shall prevent any 
such person, from being proceeded against for an indictable 
offence i f  not previously convicted  o f  the sam e offence under this 
Law.

6 6 . Penalty  for N on-Com pliance with Law

W here any person :

(a) fails to give any notice, send any returns or docu­
m ents or do or allow  to be done any act or thing 
which is required by this Law;

(b) w ilfully refuses or om its to do any act or to furnish 
inform ation required for the purposes o f  this Law  
by the Registrar or other authorised person;

(c) w ilfully or w ithout any reasonable excuse disobeys 
any sum m ons, requisition or lawful written order 
issued  under the provisions o f  this Law;

(d) does anything forbidden by this Law;

(e) w ilfully furnishes false or insufficient inform ation  
or returns;
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such person unless he is proved to have been ignorant o f  or to  
have attempted to prevent the com m ission o f  the offence shall be
liable to a fine not exceeding— ----------and every such offence if
continued shall constitute a new offence in every week through 
which the default continues.

67. Congnizance o f Offences

N o court inferior to that o f a M agistrate o f  the first class 
shall try any offence under this Law.

68. Indemnity

N o  suit, prosecution or other legal proceedings shall lie 
against the Registrar or any person subordinate to him or acting 
on his authority in respect o f  anything in good faith done or 
purporting to have been done under this Law.

69. Repeal

T he................. C ooperative Societies Law, 19 ............. is hereby
repealed.
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