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Dear learner,

| extend my heartfelt greetings and profound enthusiasm as | warm-
ly welcome you to Sreenarayanaguru Open University. Established in
September 2020 as a state-led endeavour to promote higher education
through open and distance learning modes, our institution was shaped
by the guiding principle that access and quality are the cornerstones of
equity. We have firmly resolved to uphold the highest standards of ed-
ucation, setting the benchmark and charting the course.

The courses offered by the Sreenarayanaguru Open University aim to
strike a quality balance, ensuring students are equipped for both per-
sonal growth and professional excellence. The University embraces the
widely acclaimed “blended format,” a practical framework that harmo-
niously integrates Self-Learning Materials, Classroom Counseling, and
Virtual modes, fostering a dynamic and enriching experience for both
learners and instructors.

The University aims to offer you'an, engaging and thought-provoking
educational journey. The Bachelor of Commerce is one of the highly
popular programmes due to the current'need for skilled profession-
als in the field. This demand guided our approach as we developed
the programme’s curriculum. The programme offers a comprehensive
grasp of theoretical concepts alongside clear explanations of practical
applications4We are careful tormaintain a balance in the management
components to preservethe integrity of the discipline. The Self Learning
Material has been thoughtfully crafted to include illustrative examples.
The Self-Learning Material has been meticulously crafted, incorporating
rélevant examples;to'facilitate better comprehension.

Rest assured; the university’s student support services will be at your
disposal throughout your academic journey, readily available to address
any concefns or grievances you may encounter. We encourage you to
reach out to us freely regarding any matter about your academic pro-
gramme. It is our sincere wish that you achieve the utmost success.

Best regards,

@

Dr. Jagathy Raj V. P. 01-08-2026
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Unit ﬁ
Introduction to
Co-operative Legislation

Learning Outcomes

After completing this unit, the learner will be able to;

¢ explain the meaning and importance of co-operative
legislation.

¢ describe the need for legal regulation of co-operative
societies.

¢ 1identify the major co-operative legislation introduced
in India and Kerala.

¢ trace the evolution of eg=operative legislation in India
from the early legislation te the present legal frame-
work.

¢ explain the important features and significance of the
Co-operative Credit Societies Act, 1904 and the Co-op-
erativesSocieties,Act, 1912.

¢ discuss thedeontribution of the Maclagan Committee
and othef mmportant committees to the development of
co-operation in India.

¢ deseribegthe development of co-operative legislation in
Kerala.

¢ explain the major post-Independence developments in
¢o-operative legislation and policy.

¢ discuss the significance of the Multi-State Co-operative
Societies Act, 2002 and subsequent developments.

¢ examine the constitutional status of co-operative soci-
eties and the importance of the Ninety-Seventh Consti-
tutional Amendment Act, 2011.

Prerequisite

Imagine a group of small farmers in a village in Kerala who

need money to buy seeds, fertilisers and other agricultural
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inputs before the planting season. None of them has enough savings, and the
local moneylender is willing to provide the money, but at a very high interest
rate. One farmer suggests, “Why don't we all come together, contribute a
small amount and create an organisation through which we can obtain credit
and help one another?” The idea sounds simple, but soon several questions
arise: Who can become a member? Who will manage the money? How
should the organisation be registered? Who will protect members' interests?
What happens if the organisation fails to follow the rules? These questions
show why co-operation alone is not enough. A proper legal framework is
needed to give co-operative organisations a clear identity, protect members,
regulate their activities and ensure democratic and responsible management.
The journey from such simple community efforts to a structured system of

co-operative legislation is the story that we are going to eXplore in this unit.

Cooperation, Cooperatives, Cooperative Societies

Discussion

To understand the tepie "Introduction t0 Cooperative Acts," it is important to first
study the origin and‘development ofithe cooperative movement in India. Long before
cooperative laws were enacted, Indian villages followed various forms of collective
action. People jointly eonstructed and maintained village tanks, protected community
forests such as Devarai and Vafiarai, pooled food grains for common use, and operated
chit funds. These activities reflected the traditional spirit of cooperation and resource
sharing. Farmers also entered into seasonal partnerships to cultivate land together and
distribute the harvest according to each person's contribution.

During the late nineteenth century, Indian farmers faced serious financial difficulties
because they had little access to institutional credit. As a result, many became heavily
indebted to moneylenders, leading to land loss and social unrest, including the Deccan
Riots. The Famine Commissions of 1880 and 1901 recognised these problems and
recommended establishing rural credit institutions to improve farmers' economic
conditions.

Although proposals to establish agricultural banks were made in 1858 and 1881,
they were not implemented immediately. The Famine Commission of 1901 further
recommended forming Mutual Credit Associations, highlighting the effectiveness of
collective responsibility and group lending in providing rural credit.
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As cooperative activities became more widespread, a legal framework was needed
to regulate and strengthen these organisations. Such legislation would ensure proper
organisation, stability, and long-term growth of cooperative societies. Committees such
as the Edward Law Committee played a key role in drafting India's first cooperative
legislation.

A cooperative is a voluntary association of individuals who unite to achieve common
economic, social, or cultural objectives. Initially, cooperatives mainly provided credit
facilities to members who lacked access to formal banking services. They are governed
by democratic principles, ensuring that every member has an equal voice in decision-
making, generally following the principle of "one member, one vote."

The Cooperative Acts provide legal recognition to cooperative societies, specify
members' rights and duties, and establish rules for their management and administration.
By giving cooperatives a legal identity, these laws enable them to obtain financial
assistance, expand their operations, and contribute more effectively to economic and
social development.

Before the enactment of the Co-operative Credit Societies A¢ty, 1904, organisations
such as chit funds and village partnerships funétioned without\any formal legal
framework. The 1904 Act enabled these groups to register as cooperative societies,
function with greater transparency, and receive governmentisecognition and support.

A clear understanding of these historical developments and fundamental concepts
is essential for appreciating the reasons behind the introduction of Cooperative Acts
and their significant contributiontesthe growth andevelopment of the cooperative
movement in India.

1.1.1 Introduction to Co-operative Legislation

The co-operativg‘movement plays an important role in India's economic and social
development. Co-Qperatives are organisations formed by people who voluntarily come
together to meet theireommon gconomic, social and cultural needs through collective
action. The basic idea behind(co-operation is that individuals who may not possess
sufficient resources individually can achieve greater economic strength by pooling their
resources and working together. In this sense, co-operation represents the organised
application of the principles of mutual help, self-help and collective responsibility.

The development of co-operation in India is closely associated with the problems
faced by the rural population, particularly agriculturists, during the nineteenth and early
twentieth centuries. Indian agriculture largely depended on rainfall, productivity was
low, landholdings were often small and fragmented, and farmers had very limited access
to institutional sources of finance. Without adequate institutional credit, agriculturists
had to depend heavily on moneylenders and other private sources of finance. High
interest rates, unfavourable lending conditions and the exploitation of indebted
cultivators resulted in serious economic difficulties among the rural population.
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The Government gradually realised that temporary financial assistance alone would
not solve the underlying problem. A permanent institutional mechanism was necessary
through which rural people could obtain credit on reasonable terms, develop the habit
of thrift and collectively manage their financial affairs. This led to the introduction of
co-operative legislation in India.

The history of formal co-operative legislation in India therefore began with the
enactment of the Co-operative Credit Societies Act, 1904. This Act provided the first
formal legal framework for establishing co-operative credit societies. The scope of
co-operation was subsequently widened through the Co-operative Societies Act, 1912,
and later through a series of provincial and State laws.

The Indian co-operative movement developed somewhat differently from the
experience of many Western countries. In several Western countries, people first formed
co-operative organisations voluntarily, and legislation was later introduced to regulate
them. In India, the Government played a leading role in initiating the movement.
Legislation was enacted first, and the Government subsequently encouraged people
to form co-operative societies. Therefore, the Indian co-operative movement has often
been described as an official or Government-promoted movement.

Co-operative legislation did not remain confined to agricultural credit. Over time,
the legal framework expanded to cover agri€ultural, marketings consumer activities,
housing, dairy, fisheries, labour, banking, processing, and several other economic
activities. Thus, the evolution of co-operative legislation reflects the changing economic
and social needs of Indian society.

1.1.2 Meaning of Co-operatiye Legislation

Co-operative legislation is the body of laws enacted by competent legislative
authorities for the feormation, wregistration, management, supervision, regulation,
auditing, development, and dissolution of co-operative societies.

A co-operative soeiety 1s not merely an informal association of persons. Once it is
registered under the relevant co=operative law, it acquires a legal identity and becomes
subject to statutory rules{ Fhe law determines matters such as who can form a society,
how it can be registered, members' rights and responsibilities, the management structure,
the Registrar's powers, maintenance of accounts, audit, elections, dispute settlement,
and winding up.

The need for such legislation arises from the special nature of co-operative
organisations. Unlike ordinary business organisations that are primarily established to
maximise returns to investors, co-operatives are based on collective ownership and
democratic participation. Consequently, appropriate legislation is necessary to protect
members' interests while maintaining democratic management, financial discipline, and
accountability.

The legal framework also recognises the co-operative as an institution. It establishes
the relationship between the society, its members and the Government. At the same
time, good co-operative legislation should preserve the society's autonomy and not
unnecessarily interfere with its democratic functioning.
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The modern legal framework therefore attempts to balance two requirements. The
first is regulation and accountability, and the second is autonomy and democratic
functioning. This balance has been an important theme throughout the evolution of
co-operative legislation in India.

1.1.3 Need for Co-operative Legislation

The introduction of co-operative legislation in India was closely connected with the
economic difficulties of agriculturists. During the latter half of the nineteenth century,
the rural population faced a severe shortage of institutional credit. Farmers depended
heavily on private moneylenders, and indebtedness became widespread. In many cases,
indebted farmers could not repay loans and eventually lost their agricultural land.

The Government introduced several measures before introducing co-operative
legislation. The Deccan Agriculturists' Relief Act, 1879, the Land Improvement Loans
Act, 1883, and the Agriculturists' Loans Act, 1884 were important measures intended
to provide relief and financial assistance to agriculturists. Thelatter two measures were
collectively referred to as the Taccavi Laws. These measures were important, but they
did not provide a complete institutional solution to maral indebtedness.

The Government therefore began to explore thewpossibility of establishing
agricultural banks and co-operative credit inStitutions. The Famine Commissions also
highlighted the shortage of rural credit and the difficulties faced by agriculturists. The
Famine Commission of 1901 particularly recommended establishing Mutual Credit
Associations, which could provide credit based on collective responsibility.

Thus, the major reasons for' mtroducing, co-operative legislation included the need
to provide affordable credit, protect agriculturists from exploitation, encourage thrift,
develop collective responsibility, promote self-help and create permanent rural financial
institutions.

The Government's objéctive was not merely to provide loans. It also aimed to
develop an institutional system in which members would contribute their own
resources, participate in decision-making, and accept collective responsibility for the
organisation's functioning.

1.1.4 Traditional Forms of Co-operation in India

Although formal co-operative legislation began only in the twentieth century, the
principles of co-operation had existed in Indian society for centuries. Rural communities
traditionally depended on collective action to manage common resources and provide
assistance to members during periods of difficulty.

Village communities jointly constructed and maintained irrigation tanks, forests and
other common resources. Such community-managed forests were sometimes called
Devarai or Vanarai. Villagers also practised collective grain storage and distribution,
particularly to assist families facing shortages before the next harvest.
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Traditional financial arrangements also reflected the spirit of co-operation. Chit
Funds, Kuries in Travancore and Bhishies in Kolhapur provided informal mechanisms
through which people could save and obtain financial assistance collectively. Similarly,
agricultural arrangements such as Phads involved collective management of irrigation
and sharing of water resources. Lanas represented another form of collective agricultural
activity in which cultivators joined together for farming and shared the output according
to their labour and contributions.

These traditional practices are important for understanding the development of
co-operation in India because they demonstrate that the values of mutual assistance
and collective responsibility were already present in Indian society. Formal legislation
did not create the idea of co-operation; rather, it provided a legal and institutional
framework for practices that had existed in various forms for a long period.

1.1.5 CO-OPERATIVE LEGISLATION IN INDIA AND
KERALA

1.1.5.1 Co-operative Legislation in India

The formal legal history of co-operation in India begins with the Co-operative Credit
Societies Act, 1904. The initial objective wasfarrowsto provide@ legal framework for
credit societies, particularly for agricultufists and rural communities. As experience
was gained, it became clear that co-operation needed to cover activities beyond credit.
This resulted in the enactment of the Co-operative Societies Act, 1912.

Co-operative legislation subsequently, developed through different stages. The
Government of India Act, 1919 transferred co-operation to the provincial sphere,
enabling provinces to formulate their own daws. Later, the Government of India Act,
1935 continued co-opefation asaprovingial subject. Consequently, different provinces
and, after Independénce, different States developed their own co-operative laws.

This decentralised legislative structure remains significant. Co-operative societies
whose objects are confined toone State are generally governed by the relevant State
co-operative law, whereds societies operating across more than one State are governed
by the central law relating to multi-State co-operative societies. The Ministry of
Cooperation identifies the Multi-State Co-operative Societies Act, 2002 as the central
legislation for such societies.

Thus, the legal framework for co-operation in India consists of both State-level
co-operative legislation and central legislation relating to multi-State co-operative
societies.

1.1.5.2 Co-operative Legislation in Kerala

Co-operative legislation in Kerala has its roots in the legislative developments of the
former princely State of Travancore. The history of co-operative legislation in Kerala is
therefore closely linked to the region's political and administrative history.
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The Travancore Co-operative Societies Act, 1914 marked an important stage in the
development of the co-operative movement in Travancore. The legislation provided
a formal legal framework for registering and operating co-operative societies in the
State. The Trivandrum Central Co-operative Bank became the first co-operative bank
registered under this legislation. After subsequent institutional developments and
reorganisations, the institution ultimately became part of the present Kerala State
Co-operative Bank, popularly known as Kerala Bank.

The formation of the State of Travancore-Cochin after the merger of Travancore
and Cochin in 1949 created the need for a common legal framework for co-operative
societies throughout the new State. Accordingly, the Travancore-Cochin Co-operative
Societies Act, 1951 was enacted. This Act provided a common legal framework until it
was subsequently replaced by the Kerala Co-operative Societies Act, 1969.

The enactment of the Kerala Co-operative Societies Act, 1969 represented an
important stage in the development of co-operative legislation in Kerala. It replaced
the earlier Travancore-Cochin legislation and became thedprincipal legal framework
governing co-operative societies in Kerala.

Therefore, the development of co-operative legislation in Kerala can broadly be
understood through three important stages:

Travancore Co-opéraive Societies Act, 1914

I

Travancore-Cochindo-aperative Societies Act, 1951

l

Kemala Co-operative Societies Act, 1969,

These legislative developments reflect the transformation of the co-operative
movement from a relatively small rural credit movement into a broad institutional
system covering banking, agriculture, marketing, consumer activities, housing, dairy,
labour and other sectors.

1.1.6 EVOLUTION OF CO-OPERATIVE LEGISLATION
IN INDIA

1.1.6.1 Background to the Co-operative Credit Societies Act, 1904

Co-operative legislation in India emerged through a gradual process. During the
nineteenth century, the rural economy experienced considerable financial distress.
Farmers had limited access to institutional credit and increasingly depended on private
moneylenders.
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The Government had already attempted to address agricultural indebtedness through
various loan and relief measures. However, these measures did not create a permanent
community-based credit system. There was therefore a growing recognition that
agriculturists needed institutions through which they could obtain credit on reasonable
terms.

In 1892, the Government of Madras appointed Sir Frederick Nicholson to examine the
possibility of introducing agricultural banks. Nicholson studied European co-operative
credit systems, particularly the system associated with Friedrich Wilhelm Raiffeisen in
Germany. His first report, submitted in 1895 and known as “Find Raiffeisen”, advocated
establishing co-operative credit institutions in India. He submitted a second report in
1897.

Another important contribution came from H. Dupernex, who published People's
Bank for Northern India in 1900. His proposals highlighted successful European
models of co-operative banking. At the same time, the Third Famine Commission of
1901 recommended the establishment of Mutual Credit AssOciations.

The recommendations of Nicholson, Dupernex and the Famime,Commission created
a strong case for formal legislation. Lord Curzon, theithen Viceroy of India, appointed
a committee under Sir Edward Law, with Frederick Nicholson and H. Dupernex as
members, to prepare a draft law. This resulted in the enactment of the Co-operative
Credit Societies Act, 1904.

1.1.6.2 Co-operative Credit Societies Act, 1904

The Co-operative Credit Soéieties Actal 904 was the first major legislation relating
specifically to co-operative societies ifi India. It was enacted on 25 March 1904 as
Indian Act X of 1904. The Act eontained 29 sections.

The legislation aimed to encourage the formation of primary co-operative credit
societies that could provide@ffordable credit to agriculturists and rural communities. The
legislation focused enrural indebtedness and farmers' dependence on moneylenders.

The Act created a legalsiechanism to register and supervise co-operative credit
societies. It also gave substantial powers to the Registrar and local Government
authorities concerning registration, supervision and administration. Influenced by
European co-operative experience, the Act provided the initial institutional foundation
for the Indian co-operative movement.

The legislation received considerable response from rural communities. By the end
of 1911, more than 5,000 co-operative societies had been registered, and membership
had exceeded three lakh.

However, the first few years revealed that the Act had limited scope. It was primarily
concerned with credit societies and did not adequately provide for non-credit societies
or central co-operative organisations. These limitations created the need for a more
comprehensive law.
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1.1.6.3 Co-operative Societies Act, 1912

The Co-operative Societies Act, 1912 was enacted to overcome several limitations of
the 1904 legislation. It significantly widened the scope of the co-operative movement.

Under the 1912 legislation, co-operative societies were no longer restricted to
agricultural credit. The legal framework allowed societies to develop for different
economic purposes. This included marketing societies, societies for artisans and
weavers, consumer organisations and other non-credit societies.

The Act also facilitated the development of central co-operative institutions. The
expanded legal framework encouraged the co-operative movement to shift from a
narrow, credit-based structure to a broader system of economic co-operation.

The importance of the 1912 Act lies in its recognition that the economic needs of
rural communities extended beyond credit. Farmers required access not only to loans
but also to agricultural inputs, marketing facilities, processing arrangements and other
economic services.

1.1.6.4 Maclagan Committee on Co-eperation, 1914

The rapid growth of the co-operative movement created themeed to examine its
functioning. Accordingly, the Government appointed, the*Maclagan Committee on
Co-operation in October 1914, chaired by Sir Edward Maclagan.

The Committee examined the problems affecting cooperative credit institutions and
recommended measures for strefigtheéning the mevément. One of its most important
recommendations was establishing a thrée-tier co-operative credit structure.

At the village level, Primary €o-operative Societies were to provide services directly
to members. At the district level, CentralCo-operative Banks were proposed to provide
financial and organisational.support to primary societies. At the provincial level,
Provincial Co-operativedBanks were expected to serve as the apex body.

This structure later becamedan important feature of the institutional organisation of
rural co-operative credit inIndia. The Committee also stressed the importance of member
education, staff training and professional development of co-operative personnel.

1.1.6.5 Travancore Co-operative Societies Act, 1914

While co-operative legislation was developing at the all-India level, important
legislative developments were also taking place in the princely States. Travancore
enacted the Travancore Co-operative Societies Act, 1914.

This Act provided a formal legal basis for establishing and running co-operative
societies in Travancore. The development is particularly important from the Kerala
perspective because it represents one of the earliest stages in the evolution of co-operative
legislation in the region.

The Trivandrum Central Co-operative Bank became the first co-operative bank
registered under the Act. Its later institutional development eventually contrib to
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the formation of the present Kerala State Co-operative Bank.

1.1.6.6 Government of India Act, 1919

The Government of India Act, 1919, associated with the Montagu-Chelmsford
reforms, brought about an important change in the administration of co-operation. The
subject of co-operation was transferred from the Central Government to the Provincial
Governments.

This change mattered because economic and social conditions varied considerably
across provinces. Provincial Governments could now develop co-operative laws and
institutions according to their regional requirements.

The decentralisation of legislative responsibility subsequently resulted in the
development of different provincial co-operative laws. This constitutional arrangement
eventually contributed to the present system, under which co-operative societies
operating within one State are generally regulated by that State's law.

1.1.6.7 Development of Provincial Co-operative Législation

Following the transfer of co-operation to the provinces, sevetal provinces began
developing their own co-operative laws.

The Bombay Co-operative Societies /AAct, 1925 was an important example. It
introduced and strengthened democratic principles in co-gperative functioning, including
the principle of “one member, one vote.”, This principle reflects the fundamental
democratic character of co-operatives becauseyvoting rights are generally associated
with membership rather than the amount©f capital contributed.

The development of provingial legislation enabled co-operative societies to respond
more closely to local eéonomic conditions. At the same time, it created diversity in the
legal framework because different provinces adopted different laws.

1.1.6.8 Royal Commissionjon Agriculture, 1928

The Royal Commission.onfAgriculture, appointed in 1928, examined the agricultural
and co-operative sectors in India. Its recommendations recognised the continuing need
for institutional agricultural finance.

One key recommendation was establishing Land Mortgage Banks to provide long-
term agricultural credit. This was significant because short-term agricultural credit
alone was insufficient for farmers who required finance for land improvement and other
long-term investments.

The Commission's work therefore contributed to developing a broader agricultural
credit structure in which co-operative institutions could play an important role.

1.1.6.9 Madras Co-operative Societies Act, 1932

The Madras Co-operative Societies Act, 1932 was enacted to consolidate and
modernise the legal framework governing co-operative societies in the Madras
Presidency.
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The Act provided for the registration of societies and set out requirements relating
to membership, liability, and management. Generally, registration required at least ten
adult persons. Depending on the nature of the society, members could face limited or
unlimited liability.

The Act also restricted individual shareholding in limited-liability societies to prevent
excessive concentration of ownership. The Registrar was given important supervisory
powers, including powers relating to inspection, audit and settlement of disputes.

The legislation illustrates the growing importance of legal supervision in maintaining
financial discipline and proper management in co-operative societies.

After the reorganisation of States, the Madras legislation was gradually replaced
by the laws of the successor States. In Kerala, the later development culminated in the
Kerala Co-operative Societies Act, 1969.

1.1.6.10 Reserve Bank of India Act, 1934

The establishment of the Reserve Bank of India in 1934 marked another important
stage in the institutional development of agriculturaléeredit.

The Reserve Bank of India Act provided for an Agricultural/Credit Department.
This recognised the importance of organised agricultural ‘credit and strengthened the
institutional support available to rural credit organisations.

The role of co-operative institutions in agticultural credit was subsequently reinforced
through various committees and poliey initiatives. Jhe Mehta Committee of 1937, for
example, recommended that ¢redit societies should be developed into multipurpose
institutions capable of providing credit, agricultural inputs and marketing services.

1.1.6.11 Mehta Committee; 1937

The changing requirements of agriculture demonstrated that farmers needed more
than credit. They needed seeds,/fertilisers, agricultural inputs, marketing facilities and
other services.

The Mehta Committee, appointed in 1937, therefore recommended the transformation
of co-operative credit societies into multipurpose co-operative societies.

The idea behind multipurpose co-operatives was that the farmer could obtain several
economic services through a single institution. Such societies could provide credit,
supply agricultural inputs and assist in marketing agricultural produce.

This represented an important change in the philosophy of co-operative development.
Co-operatives were increasingly viewed not merely as credit institutions but as
comprehensive economic organisations serving the needs of their members.

1.1.6.12 Cooperative Planning Committee, 1945

In 1945, the Government constituted the Cooperative Planning Committee, chaired
by Shri R. G. Saraiya.
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The Committee examined the role of co-operative societies in India's economic
development. It regarded co-operatives as suitable institutions for democratic economic
planning and recommended their wider development in different sectors.

This marked the beginning of a broader understanding of co-operatives as instruments
of economic and social development rather than merely institutions for rural credit.

1.1.6.13 Formation of Amul and the Development of Dairy Co-opera-
tion

An important development in the history of the Indian co-operative movement
occurred in 1946 in Kheda District of Gujarat.

Milk producers in the region faced difficulties arising from the dominance of private
dairy interests. Under the leadership of Tribhuvandas Patel, with the inspiration and
support of national leaders including Sardar Vallabhbhai Patel, the milk producers
organised themselves into co-operative societies.

On 14 December 1946, the Kheda District Cooperative Milk Producers' Union,
popularly known as Amul, was established. Theserganisation subséquently became the
foundation of the Anand pattern of dairy ce-operatiomand latér served as a model for
dairy co-operatives throughout India.

The Amul experience showed that ‘¢o-operative principles could be applied
successfully not only to agricultural credit butalseteproduction, processing, marketing,
and distribution.

1.1.7 POST-INDEPENDENCE EVOLUTION OF CO-OP-
ERATIVE LEGISLATION

1.1.7.1 Co-operatives and/F.conomic Planning after Independence

After India became independent in 1947, the Government gave co-operatives an
important role in the country's economic development strategy. Co-operatives were
seen as instruments to extend economic opportunities to rural communities and weaker
sections of society.

The Planning Commission incorporated co-operative development into successive
Five-Year Plans. Co-operatives were expected to contribute to agricultural development,
rural credit, marketing, processing, consumer distribution, housing and employment
generation.

The post-Independence period therefore witnessed a significant expansion in the role
of co-operative institutions.

1.1.7.2 First Five-Year Plan, 1951-1956
The First Five-Year Plan placed considerable importance on dev ing
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co-operatives. It viewed co-operative principles as suitable for community development
and encouraged the formation of different types of co-operative organisations.

The Plan encouraged the development of urban co-operative banks, workers'
industrial co-operatives, consumer co-operative societies and housing co-operatives. It
also emphasised co-operative education and training.

The objective was to develop co-operatives as institutions that could involve people
directly in economic development.

1.1.7.3 All India Rural Credit Survey Committee, 1951

One of the most important developments in the post-Independence history of
co-operative legislation was the appointment of the All India Rural Credit Survey
Committee in 1951. The Committee is popularly known as the Gorwala Committee.

The Committee examined the rural credit system and submitted its report in 1954.
It found that co-operative institutions had not reached a large proportion of the rural
population. A substantial part of farmers' credit requirements continued to be met by
non-institutional sources.

The Committee recommended an integrated rural eredit structure and greater
Government participation in the share capital ofyco-opérative societies. It also
recommended Government representation'on co-operative boards, greater emphasis on
education and training, and the establishment of the State Bank of India.

These recommendations strongly influenced, thesSubsequent development of rural
credit institutions and co-operative banking.

1.1.7.4 Second Five-Year Rlan, 19561961

The Second Five-Year Plan attempted to make co-operatives an important
organisational framework‘for economic development, particularly in agriculture.

The Plan aimed to ensure that every rural family became a member of at least one
co-operative society. It also'encouraged integrating credit and non-credit co-operatives.

Another important objective was to encourage Government participation while
avoiding unnecessary interference with the autonomy of co-operative institutions.

The Plan also promoted co-operative marketing and processing. State marketing
federations and the National Cooperative Marketing Federation (NAFED) became
important institutions in this process.

1.1.7.5 National Development Council Resolution, 1958

The National Development Council adopted an important resolution on co-operative
policy in 1958.

The resolution emphasised the village community as the basic unit of the co-operative
movement. It also stressed the need for close coordination between village co-operative
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societies and Panchayats.

The resolution further encouraged removing restrictive provisions in co-operative
laws so societies could function more effectively.

1.1.7.6 Third Five-Year Plan, 1961-1966

The Third Five-Year Plan considerably expanded the scope of co-operative activity.
The Plan encouraged co-operatives in agriculture, irrigation, processing, marketing,
distribution, rural electrification, and housing.

The Plan also encouraged co-operatives in industries and gave particular importance
to agro-processing. Sugar co-operatives and dairy co-operatives became important
examples of applying co-operative principles to large-scale economic activities.

The development of the National Dairy Development Board (NDDB) and the spread
of the Anand model further strengthened dairy co-operation in India.

1.1.7.7 National Institutions for Co-operative Develgpment

The 1960s witnessed the establishment of several, institutions that strengthened
the co-operative sector. The Agricultural Refinance Corperation,gstablished in 1962,
supported long-term agricultural finance thretigh co-operativeinistitutions. The National
Cooperative Development Corporation (NCDC) was established in 1963 to promote
co-operative marketing, processing and ‘other development activities. The National
Dairy Development Board (NDDB), played, a majof role in extending the Anand
model of dairy co-operation. The Vaikunth Mehta National Institute of Cooperative
Management (VAMNICOM) was established at Pune in 1967 to provide professional
education, training and research in co-operative management. These institutions helped
expand co-operation beyond credit and sdpported professional management, finance,
marketing, dairy de¥elopment, and training.

1.1.7.8 Fourth, Fifth and Sixth Five-Year Plans

The Fourth Five-YeardPlan (1969-1974) focused on strengthening the co-operative
credit structure and improving the financial viability of co-operative institutions.
Assistance was provided for management, share capital and rehabilitation of weak
Central Co-operative Banks.

The Fifth Five-Year Plan (1974-1979) addressed loan overdues and regional
disparities. It also emphasised professional management and the welfare of economically
weaker sections.

The Sixth Five-Year Plan (1979—-1985) focused on strengthening Primary Agricultural
Credit Societies and transforming them into stronger multipurpose institutions. It also
focused on dairy, fisheries, labour, and minor irrigation co-operatives.

1.1.7 .9 NABARD Act, 1981
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The National Bank for Agriculture and Rural Development Act, 1981 provided the
statutory basis for NABARD.

NABARD began functioning on 12 July 1982. Its role included strengthening
rural credit through refinance assistance to co-operative banks, commercial banks and
Regional Rural Banks.

The establishment of NABARD represented another important stage in the
institutional development of rural finance and demonstrated the continuing importance
of co-operative credit institutions in rural development.

1.1.7.10 Model Cooperative Act, 1990

Economic liberalisation during the 1990s created a new competitive environment.
Co-operative institutions increasingly had to compete with private sector organisations
and other financial and business institutions.

This created a growing demand for greater autonomy, profeéssional management, and
reduced Government interference.

In 1990, the Planning Commission appointed anyExpert Committee chaired by
Choudhary Brahm Perkash. The Committee examined theicondition of the co-operative
movement and submitted a report in 1991 along with a draft Model Cooperative Law.

The Model Law aimed to encourage c@-operatives t@ function as autonomous, self-
managed and self-reliant organisations.

1.1.7.11 Parallel Co-opexative Legislation

The recommendations for'greater autonomy resulted in the development of what
came to be known asfParallel ‘Ceoperative Acts in several States. These laws were
intended mainly fopSelf-reliant co-operatives that did not depend heavily on Government
assistance in the form of share capital, loans or guarantees. The objective was to reduce
excessive Government control and provide greater scope for democratic management
and member participation, Several States adopted such legislation from the mid-1990s
to the early 2000s.

1.1.7.12 Multi-State Co-operative Societies Act, 2002

As co-operative activities expanded beyond State boundaries, societies whose objects
and operations were not confined to one State needed a separate legal framework.

The Multi-State Co-operative Societies Act, 2002 replaced the earlier 1984
legislation. It provides the legal framework for co-operative societies operating across
more than one State.

The Act facilitates the voluntary formation and democratic functioning of multi-State
co-operatives based on self-help and mutual aid, while providing functional autonomy.

The Central Registrar of Cooperative Societies administers multi-State co-operative
societies. The Central Registrar handles registration, amendments to bye-laws,
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management-related matters, elections, annual returns, audit reports, complaints, and
liquidation.

1.1.7.13 National Cooperative Policy, 2002

The National Cooperative Policy, 2002 sought to promote comprehensive
development of the co-operative movement.

The policy emphasised the development of co-operatives as:
autonomous, self-reliant, democratic and member-oriented organisations.

The Government recognised the importance of providing support to co-operatives
while also protecting their independence and democratic character.

The policy also led to discussions concerning the need to replace restrictive and
fragmented legal frameworks with laws that would provide greater autonomy to genuine
co-operative organisations.

1.1.7.14 Producer Companies

Another important institutional development occurred through'the introduction of
the concept of Producer Companies.

Based on the recommendations of the Dr'Y. K. AlaghiCommittee, the Companies Act
framework was amended to provide for Producer Companies. The relevant provisions
came into force in 2003.

Producer Companies combine cerfain, features associated with co-operative
organisations, particularly mutual assistance and producer participation, with the
corporate form of organisation, They therefore provide producers with an alternative
institutional mechanism for collectiver@conomic activity.

1.1.7.15 Vaidyanathan Committee, 2004

In 2004, the Governmgnt@ppointed the Task Force on Revival of Cooperative Credit
Institutions, chaired by Professor A. Vaidyanathan.

The Committee examined the condition of rural co-operative credit institutions and
concluded that financial assistance alone would not be sufficient for their long-term
revival.

The Committee therefore recommended a combination of financial restructuring,
legal reform and institutional restructuring. It also emphasised the need for appropriate
State-level legislative reforms and stronger management of co-operative credit
institutions.

1.1.7.16 Ninety-Seventh Constitutional Amendment Act, 2011

One of the most important developments in the constitutional history of co-operatives
was the Constitution (Ninety-Seventh Amendment) Act, 2011. The Amendment gave
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constitutional recognition to co-operative societies through three major measures. First,
the right to form co-operative societies was included within Article 19(1)(c). Second,
Article 43B was introduced as a Directive Principle of State Policy. It directs the State
to promote the voluntary formation, autonomous functioning, democratic control and
professional management of co-operative societies. Third, Part IX-B was inserted
into the Constitution, containing provisions relating to co-operative societies. The
Amendment therefore sought to strengthen the constitutional position of co-operatives
and emphasise their democratic and autonomous character.

However, the constitutional position requires an important qualification. In Union
of India v. Rajendra N. Shah, the Supreme Court held that Part IX-B did not apply
to co-operative societies operating solely within a State because the required State
ratification had not been obtained. The provisions continued to apply to multi-State
co-operative societies.

This judgment is important because it reaffirmed the constitutional division of
legislative powers between the Union and the States regardihg co-operative societies.

1.1.7.17 Multi-State Co-operative Societies,(Amendment) Act, 2023

The Multi-State Co-operative Societies (Amendment)pAct, 2023 introduced several
reforms to the legal framework governing multi-State,co-opesative societies.

The amendments addressed areas such as elections, rehabilitation, reconstruction,
development funds and audit. The reforms also strengthened provisions relating to
representation of women and Scheduled Castes and S€heduled Tribes on boards.

These reforms aim to stfengthen transparency, accountability, and democratic
governance while enabling multi-State co-operative societies to function effectively in
a changing economic eavironment.

1.1.7.18 Present.Constitutional and Legal Position

The evolution of co-operative legislation demonstrates that the legal framework has
changed considerably ovemtime. Initially, legislation focused primarily on providing
rural credit. Gradually, the scope expanded to include non-credit activities, marketing,
processing, consumer services, dairy, housing, banking and other sectors.

At present, the legal framework operates at both State and Union levels. Co-op-
erative societies whose objects are confined to one State are generally governed by
the relevant State co-operative legislation, while multi-State co-operative societies are
governed by the Multi-State Co-operative Societies Act, 2002. The Central Registrar
handles the registration and regulatory processes for multi-State co-operative societies.

The Ministry of Cooperation, established in 2021, represents a further institutional
development in the national administration of the co-operative sector. The Ministry's
current official framework includes the constitutional provisions relating to co-opera-
tives, State co-operative Acts, the Multi-State Co-operative Societies Act, 2002 and its
2023 amendment.
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The evolution of co-operative legislation in India reflects the country's changing eco-
nomic and social needs. The movement began primarily as a response to rural indebt-
edness and the exploitation of agriculturists by moneylenders. The Co-operative Credit
Societies Act, 1904 provided the movement with its first formal legal foundation. The
Co-operative Societies Act, 1912 subsequently widened the scope of co-operation
beyond credit.

The transfer of co-operation to the provinces under the Government of India Act,
1919 created the basis for State-level co-operative legislation. Over the following dec-
ades, different provinces developed their own legal frameworks to meet local require-
ments. In Kerala, this process resulted in the Travancore Co-operative Societies Act,
1914, the Travancore-Cochin Co-operative Societies Act, 1951 and eventually the
Kerala Co-operative Societies Act, 1969.

After Independence, co-operatives were incorporated into national development
planning. The Five-Year Plans, rural credit committees and national institutions
expanded the role of co-operatives from credit institutions into multipurpose organisa-
tions engaged in agriculture, marketing, processing, dairy, housing, consumer distribu-
tion and other activities.

The later period saw a shift in emphasis from Government-controlled co-operation
to autonomous, democratic, and self-reliant go-operation. TheJsModel Cooperative Law,
the Multi-State Co-operative Societies Act, the National Cooperative Policy, and con-
stitutional developments reflected this changing approach.

Thus, the history of co-operativéilegislation in Ifidia can be viewed as a move-
ment through several broad stages: ruraléeredit, expansion of co-operative activities,
provincialisation, post-Independence development planning, institutional expansion,
autonomy and constitutional recognition. The legal framework continues to evolve in
response to changingeconomic eonditions and the need to balance Government regula-
tion with the autonémy and democratic character of co-operative organisations.

The historical development also demonstrates an important principle: legislation
alone cannot ensure the success of co-operatives. Effective co-operative institutions
require democratic member participation, professional management, financial disci-
pline, education and training, transparency and genuine commitment to the principles
of mutual assistance and self-help.

In this way, co-operative legislation provides the legal foundation, while active
member participation gives life and practical meaning to the co-operative movement.
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¢ Co-operative legislation refers to the laws that provide for the forma-
tion, registration, management, regulation and development of co-oper-
ative societies.

¢ The main reason for introducing co-operative legislation in India was to
provide affordable credit to agriculturists and reduce their dependence
on moneylenders.

¢ The Co-operative Credit Societies Act, 1904 was the first co-operative
legislation in India and mainly dealt with co-operative credit societies.

¢ The Co-operative Societies Act, 1912 widened the scope of co-opera-
tion by permitting the formation of credit as well as non-credit co-op-
erative societies.

¢ The Maclagan Committee, 1914 recommended a three-tier co-operative
credit structure consisting of Primary Secieties, Central Co-operative
Banks and Provincial Co-operative Banks:

¢ The Government of India Act, 4919 transferrediee<Operation from the
Central Government to the Pfovincial Governments, encouraging the
development of provincial co-operative laws.

¢ In Kerala, co-operativeglegislation developed through the Travancore
Co-operative Societies Act, 1914, the Travancore-Cochin Co-operative
Societies Act, 1951, and the Kerala Co-operative Societies Act, 1969.

¢ After Independence, co-operatives became an important instrument of
rural deyelopment, agricultufal credit, marketing, dairy, housing and
other e€onomic aetivities.

¢ The MultisState Co-operative Societies Act, 2002 provided a legal
framework for co-@perative societies operating in more than one State,
while the 97thiConstitutional Amendment, 2011 gave constitutional
importance to co-operative societies.

¢ The evolution of co-operative legislation has gradually moved from
credit and Government control towards wider activities, democratic
functioning, autonomy, self-reliance and professional management.
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Objective Questions

1. The first cooperative legislation enacted in India was:
The Co-operative Credit Societies Act, 1904 primarily dealt with:

Who conducted important investigations into rural credit before the 1904
Act?

The Co-operative Societies Act, 1912 introduced:

The Government of India Act, 1919 made cooperation a:

Which Act introduced the principle of "One Member, One Vote"?
The Gorwala Committee recommended the creation of:
NABARD was established in:

Producer Companies were introduced in:

2ge =HoEy B e

10. The 97th Constitutional Amendment was enacted in:

Bombay
State Bank of
1982
2003
10. 2011

ocieties Act, 1925

EE R
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Self-Assessment Questions

1. Explain the evolution of co-operative legislation in India from the Co-op-
erative Credit Societies Act, 1904 to the present legal framework.

2. Explain the main provisions and significance of the Co-operative Credit
Societies Act, 1904 and the Co-operative Societies Act, 1912.

3. Discuss the development of co-operative legislation in India during the
pre-independence period.

4. Explain the development of co-operative legislation and the co-operative
movement in Kerala.

5. Trace the major developments in co-operative legislation in India after
Independence.

Explain the need for co-operative legislation.

Write a short note on the Maclagan Committee, 1914.

Assignments

Analyse the evolutionfof co-operationlégislation in India.
2. Preparea detailed report on e¥olution of co-operation legislation in Kerala.

Compare the_ co-operative legislation in India after and before
Independence.

1. Co-operative Credit Societies Act, 1904 (Act No. X of 1904). Government

of India.

2. Co-operative Societies Act, 1912 (Act No. II of 1912). Government of
India.

3. Kerala Co-operative Societies Act, 1969 (Act 21 of 1969). Government of
Kerala.

4. Multi-State Co-operative Societies Act, 2002 (Act No. 39 of 2002). Gov-
ernment of India.

5. Press Information Bureau, Government of India. (2024, November 25).
Co-operative sector statistics. Press Information Bureau
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Unit é
Co-operative Acts

Learning Qutcomes

Upon successful completion of this unit, learners will be able
to:

0 Trace the evolution of co-operative legislation in
India, from the Co-operative Credit Societies Act,

d significance
ons, including
the Co-operz i ieties Act, 1904, the
i 1 1912, the Madras
, 1932, and the Multi-State
,2002.

0 ative structure and regulatory
co-operative societies, including the
ctions of the Registrar of Co-operative

0 the major co-operative legislations with

ectto their objectives, legal provisions, governance
systems, and contribution to the co-operative
ovement in India.

0 Evaluate the role of co-operative legislation in
promoting rural development, institutional finance,
democratic governance, financial accountability, and
SOCi0-economic progress.

¢ Develop the ability to interpret and apply the princi-
ples of co-operative legislation in academic, legal, and
practical contexts relating to co-operative societies.
describe social aspects of cooperation
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Prerequisite

Before studying the Cooperative Acts, learners should acquire a basic
understanding of the origin, concept, and historical development of the
co-operative movement in India. The spirit of cooperation existed in Indian
society long before formal laws were enacted and was reflected in practices
such as collective farming, community irrigation, shared management
of common resources, chit funds, and mutual aid. The widespread
indebtedness of farmers during the late nineteenth century, together with
the recommendations of the Famine Commissions and the contributions of
Sir Frederick Nicholson, H. Dupernex, and the Edward Law Committee,
led to the enactment of the Co-operative Credit Societies Act, 1904, which
laid the foundation for organised co-operative legislation in India.

Learners should also be familiar with the fundamental principles and
objectives of co-operative societies, including voluntaryimembership, dem-
ocratic control, equality, self-help, and the principle of "one member, one
vote." Understanding the role of Cooperative'Acts in regulating the forma-
tion, registration, administration, auditingjrand supervision of co-operative
societies is essential. In additiong/knowledge of the evolution of co-opera-
tive legislation—from the Co-operative Socicties Act, 1912 to the Kerala
Co-operative Societies Act, 1969,,the Multi-State Co-operative Societies
Act, 2002, and the 97th.Constitutionalb,Amendment Act, 2011—will enable
learners to appreciaté the contsibution of co-operative law to democratic
governance, financial inclusien, rural development, and the socio-economic
advancement of India.

Famine Commissions , Multi-State Co-operative Societies

Discussion

The development of the co-operative movement in India was closely connected with
the development of legislation. In the early stages, co-operative institutions were mainly
established to provide credit to farmers and rural communities who depended heavily
on private moneylenders. The Co-operative Credit Societies Act, 1904 provided the first
legal foundation for the co-operative movement in India. The Co-operative Societies
Act, 1912 subsequently widened the scope of co-operation by recognising both credit
and non-credit societies.

A major constitutional development took place in 1919, when co-operation became a
provincial subject, giving provinces greater responsibility for developing and regulating
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co-operative societies. This led to provincial legislation, including the Madras
Co-operative Societies Act, 1932. As co-operative organisations grew and operated
across State boundaries, separate legislation became necessary. This resulted in the
Multi-State Co-operative Societies Act, 1984. The 1984 Act was later replaced by the
Multi-State Co-operative Societies Act, 2002, which introduced a more comprehensive
framework for administering and managing multi-state co-operative societies.

Thus, the history of co-operative legislation in India reflects a gradual shift from
credit-based rural co-operation to diversified, democratic, and multi-state co-operative
institutions.

1.2.1 The Co-operative Credit Societies Act, 1904

1.2.1.1 Introduction

The Co-operative Credit Societies Act, 1904 was the first legislation enacted in India
specifically to provide a legal framework for co-operative soeieties. It came into force
on 25 March 1904 during British rule.

The Act's main purpose was to provide institutional credit to farmers and rural
communities and reduce their dependence on private moneylenders. At the time, many
Indian farmers depended heavily on moneylenders, who “often charged high interest
rates. This indebtedness often led to the 1gss of agricultural land and other assets.

The Act was influenced by the development of co-operative credit institutions in
Europe and was modelled partly on'the English Friendly Societies Act, 1896. It contained
29 sections and represented the'beginning©f organised co-operative legislation in India.

1.2.1.2 Background_ of theAct

During the late ameteenth century, the economic condition of Indian agriculturists
was a serious coneern, Farmers frequently required loans for agricultural activities,
household expenditure and other emergencies. Institutional sources of rural credit were
poorly developed; therefore, farmers depended mainly on moneylenders.

Moneylenders often provided loans at high interest rates. This increased indebtedness
among farmers and, in many cases, the loss of their land.

The Government began to examine the possibility of introducing co-operative credit
institutions in India. After studying European co-operative credit systems, Sir Frederick
Nicholson strongly supported establishing co-operative credit institutions in India. H.
Dupernex also supported the development of people's banks.

Following these recommendations, the Government appointed the Edward Law
Committee to examine the matter and suggest suitable legislation. The recommendations
ultimately resulted in the enactment of the Co-operative Credit Societies Act, 1904.

The Act therefore marked the beginning of the organised co-operative movement in
India.
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1.2.1.3 Objectives of the Act
The major objectives of the Co-operative Credit Societies Act, 1904 were:

To encourage habits of thrift and saving among people.

To promote self-help and mutual assistance.

To provide farmers and rural communities with an organised source of credit.
To reduce the dependence of farmers on private moneylenders.

To protect agriculturists from exploitative lending practices.

To provide legal recognition to co-operative credit societies.

A A o A

To promote rural economic development through affordable institutional credit.

1.2.1.4 Salient Features of the Act
Minimum Membership

At least ten persons residing in the same village or town, efybelonging to the same
class, caste or occupation, could establish a co-operative society.

The common background of members was intendedyto promote mutual trust and
make collective management easier.

Limited Scope

The Actrecognised only co-operative credit societiest It did not provide for consumer,
housing, marketing, industrial orfother non-credit:societies.

Therefore, the scope of the' Act wasdnainly confined to providing credit to members.
Classification of Societies
The Act classified societiesbroadly into rural and urban societies.

Rural societies generally operated with unlimited liability, while urban societies
could operate with either limited or unlimited liability depending on their constitution.

Registrar of Co-operative Societies

One of the important contributions of the Act was the creation of the office of the
Registrar of Co-operative Societies.

The Registrar was responsible for functions such as:

Registration of societies.
Supervision of societies.
Inspection of societies.
Audit of accounts.

Conducting inquiries.

A T o

General regulation of co-operative institutions.
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Maintenance and Audit of Accounts

Registered societies were required to maintain proper accounts. They were also
subject to annual audit.

This provision promoted financial discipline and protected members' interests.
Reserve Fund
The Act included provisions on the use of profits.

Rural societies were not permitted to distribute dividends and were required to
transfer profits to a Reserve Fund. Urban societies were required to transfer at least
one-fourth of their profits to the Reserve Fund before distributing dividends.

The provision helped societies build financial strength.
Restrictions on Shareholding

The Act restricted individual shareholding to prevent the concentration of ownership
and control in the hands of a few members.

Statutory Exemptions
Registered societies were provided with certain exemptions from:

1. Stamp duty.
2. Registration fees.
3. Certain taxes.

These concessions encouraged the establishment of co-operative societies.

1.2.1.5 Administration and Management

The Registrar of Co-0perative Societies largely supervised the administration of
Co-operative Societies.

The Registrar was responsible for registration, inspection, inquiry, audit and general
supervision.

A registered society acquired the status of a body corporate. This gave it a separate
legal identity. It could:

1. Own property.

2. Enter into contracts.

3. Institute legal proceedings.

4. Continue its existence despite changes in membership.

The Act also contained provisions relating to loans, investments, reserve funds,
accounts, inspection, inquiry, dissolution and the rule-making powers of the Government.
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1.2.1.6 Achievements of the Act

The Co-operative Credit Societies Act, 1904 played an important role in establishing
the organised co-operative movement in India.

The Act encouraged the formation of co-operative credit societies across the country.
It demonstrated that organised institutional credit could provide an alternative to
dependence on private moneylenders.

The movement received considerable public support. By 1911, more than 5,300
co-operative societies had been registered, with membership exceeding three lakh.

The growth of these societies created confidence in the co-operative system and
encouraged the Government to consider a broader legal framework.

1.2.1.7 Limitations of the Act
Although the Act was an important beginning, it had severallimitations.

It recognised only credit societies.

2. It did not provide for consumer, housing, marketing, industrial or processing
societies.

It did not adequately provide for central or federal co-operative societies.

4. The prohibition on dividends in rural societies reduced the incentive to contribute
additional capital.

5. The distinction between rural and urban societies created administrative
difficulties.

Unlimited liability in tural societies ,could discourage membership.

The Act did netadequatelymeet the growing needs of a developing co-operative
movement.

These limitations eréated the/meed for a broader law, resulting in the Co-operative
Societies Act, 1912.

1.2.1.8 Significance of the Act

The Co-operative Credit Societies Act, 1904 occupies a landmark position in the
history of co-operation in India.

Its major contribution was establishing the first statutory framework for co-operative
credit institutions. It also introduced the office of the Registrar and provided legal
recognition to co-operative societies.

Although its scope was limited, the Act demonstrated the usefulness of co-operation
in providing rural credit and promoting economic self-reliance. It therefore laid the
foundation for the wider co-operative legislation that followed.
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1.2.2 The Co-operative Societies Act, 1912

1.2.2.1 Introduction

The Co-operative Societies Act, 1912 was enacted to overcome the limitations of the
Co-operative Credit Societies Act, 1904.

The 1904 Act was mainly concerned with credit societies. As the co-operative
movement expanded, societies needed to engage in activities beyond credit.

The 1912 Act therefore extended legal recognition to both credit and non-credit
co-operative societies. It provided a wider legal framework for the registration,
management, supervision, audit and dissolution of co-operative societies.

The Act played an important role in transforming co-operation from a movement
mainly concerned with rural credit into a broader socio-economic movement.

1.2.2.2 Objectives of the Act
The major objectives of the Act were:

1. To improve the economic welfare of members.

2. To encourage thrift, self-help and matual assistance.

3. To expand the co-operative movement beyond credit societies.
4

To promote co-operative activities inagricultures marketing, housing, production
and consumer services.

To provide a comprehénsive legal framework for co-operative societies.
To promote democrati¢ management.

To establish gffective supervision and audit.

e

To strengthen the fifianeial stability of co-operative institutions.

1.2.2.3 Salient Features of'the Act
Recognition of Credit and Non-Credit Societies

The most important improvement was recognizing both credit and non-credit
co-operative societies.

This allowed societies to operate in areas such as:

1. Agriculture.

2. Consumer services.
3. Housing.

4. Marketing.

5. Production.

6. Industry.
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Minimum Membership

A society could generally be registered with at least ten adult members having a
common economic interest.

Limited and Unlimited Liability

The Act permitted societies to function with either limited liability or unlimited
liability, depending on their nature and constitution.

Registered Bye-laws

Registered societies were required to have bye-laws governing their internal
administration.

The bye-laws dealt with matters such as:

1.  Membership.

2. Meetings.

3. Elections.

4. Management.

5. Financial administration.

6. Internal procedures.
Registrar of Co-operative Societies

The Registrar continued to play an important role in administering co-operative
societies.

The Registrar could:

Register sociéties.
Supervise their activities.
Conduct inspections.

Conduct audits.

A

Hold inquiries.
6. Ensure compliance with the law.

Corporate Status
A registered society became a body corporate with a separate legal identity.

It could own property, enter into contracts, sue and be sued, and continue its existence
despite changes in membership.

Financial Administration
The Act contained provisions relating to:

1. Accounts.

2. Audit.
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Investment of funds.

3
4. Reserve funds.
5. Borrowing.
6. Lending.

7. Distribution of profits.
Dissolution

The Act also provided procedures for dissolving and liquidating co-operative
societies and settling their assets and liabilities.

1.2.2.4 Important Provisions
The Act dealt with various aspects of co-operative administration, including:

Registration of societies.

Registration and amendment of bye-laws.
Membership.

Voting rights.

Transfer of shares.

Maintenance of accounts.

Annual audit.

Inspection and inquiry.

X 0 2o kWD -

Investment of funds.

_
S

Reserve funds.

—
—

. Distribution ef profits.

—_
N

. Dissolution and liquidation.

13. Rule-making powers of the Government.

1.2.2.5 Advantages ofthe Act

The Act made several important contributions to the development of co-operation
in India.

First, it widened the scope of co-operation by recognising non-credit societies.

Second, itestablished amore comprehensive framework for registration, management,
audit, inspection and dissolution.

Third, it strengthened democratic participation by recognising members' role in
managing societies.

Fourth, the Act granted registered societies corporate status, enabling them to
function as independent legal entities.

Finally, the Act created favourable conditions for the expansion of co-operative
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societies into agriculture, housing, consumer services, marketing, production and other
economic activities.

1.2.2.6 Significance of the Act

The Co-operative Societies Act, 1912 was an important milestone in the history of
co-operative legislation in India.

It transformed co-operation from a movement mainly focused on credit into a wider
economic and social movement. It also provided the legal foundation for later provincial
and State co-operative laws.

The Act therefore played an important role in the expansion, diversification and
institutional development of the Indian co-operative movement.

1.2.3 Co-operation as a State Subject in 1919

1.2.3.1 Background

Constitutional changes introduced during Britishfule influenced the development of
co-operative legislation in India.

The Government of India Act, 1919 intreduced dyarehy in‘the provinces. Under this
arrangement, provincial governments took over certain subjects.

Co-operation was made a provincial ‘subject ing1919. This was an important
development because it allowed{provincial governments to take greater responsibility
for promoting, developing, and regulating co-operative societies.

1.2.3.2 Meaning off€e-opexation ag'a Provincial Subject

When co-operation became@provincial subject, provincial governments increasingly
took responsibility fosdéveloping co-operative institutions.

This allowed different provinces to frame legislation according to their own local
economic and social conditions.

As a result, co-operative legislation gradually became more region-specific.
1.2.3.3 Importance of the 1919 Development
Transferring co-operation to the provinces had several important consequences.
1. Provincial governments received greater responsibility for co-operative
development.
2. Local conditions could be considered while framing co-operative policies.
3. Provinces could develop their own administrative arrangements.
4. Provincial co-operative legislation became increasingly important.
5. The development of co-operative societies became more closely connected with
local agricultural and economic conditions.
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This constitutional development eventually contributed to the growth of separate
provincial co-operative laws, including the Madras Co-operative Societies Act, 1932.

1.2.3.4 Development after 1919

After co-operation became a provincial subject, different provinces began developing
their own co-operative laws and administrative systems.

The growing diversity of co-operative activities also created a need for legislation
that could meet the specific requirements of different regions.

In the Madras Presidency, these developments eventually resulted in the enactment
of the Madras Co-operative Societies Act, 1932.

1.2.4 The Madras Co-operative Societies Act, 1932

1.2.4.1 Introduction

The Madras Co-operative Societies Act, 1932 (Act VI of 1932) was enacted to
consolidate and amend the law relating to co-operative societies in the former Madras
Presidency.

TheActprovidedacomprehensivelegal framework forthe registration, administration,
management, supervision, audit and dissolution of co-operative societies.

It reflected the growing importance of \co-operative institutions in the region's
economic and social developmefit.

1.2.4.2 Objectives of theAct
The major objectivesfof the Act were:

1. To promote co-opérative principles.

2. To encourage thrift andgelf-help.

3. To promote mutual'assistance among members.
4

To provide a legal framework for the formation and registration of co-operative
societies.

To ensure proper administration and management.
To maintain financial discipline.

To promote democratic administration.

Sl A

To provide effective supervision and audit.
1.2.4.3 Salient Features of the Act
Registration of Societies
A co-operative society could generally be registered with at least ten adult members.

The requirement was intended to ensure that a society was based on collggtive
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participation rather than individual ownership.
Common Bond among Members

In lending societies, members were generally connected through a common locality,
class, caste, tribe or occupation.

Such a common bond encouraged trust and mutual assistance among members.
Limited and Unlimited Liability
The Act permitted societies to function with either limited or unlimited liability.

In societies with limited liability, restrictions were placed on individual shareholding
or interest to prevent excessive concentration of ownership.

Corporate Status

After registration, a co-operative society became a body, corporate with perpetual
succession and a common seal.

It could:

1.  Own property.
2. Transfer property.
3. Enter into contracts.

4. Sue and be sued in its own name.

1.2.4.4 Role of the Registrar

The Registrar of Co-operative Societies gxercised extensive powers under the Act.

The Registrar was responsible for:

1. Registration ef.socicties.

2. Approval and amendment of bye-laws.
3.  Supervision of administration.

4. Inspection.

5. Inquiry.

6. Audit.

7.

Ensuring compliance with the Act.

Where a managing committee failed to perform its duties properly or acted contrary to
law, the Registrar could take appropriate action under the relevant provisions, including
Section 72, relating to supersession or dissolution of the committee and appointment of
a Special Officer where applicable.
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1.2.4.5 Audit and Inspection
Regular audit was an important feature of the Act.

The Registrar had powers to inspect accounts, examine the affairs of societies and
conduct inquiries where necessary.

These provisions promoted:

1. Transparency.
2. Accountability.
3. Financial discipline.

4. Proper management.

1.2.4.6 Rights and Privileges of Co-operative Societies
The Act provided several legal rights and privileges to registered societies.
First Charge

A registered co-operative society could have a first charge over specified assets,
crops or other interests of members in respect of certain‘outstanding loans or dues.

This strengthened the society's ability t@ recover amounts due from members.
Statutory Exemptions

Certain legal and financial ceficessions wereyprovided to encourage the formation
and development of co-operative societi€s.

These included exemptions relating to:

1. Registrationfof specified instraments.
2. Stamp duty.

3. Registration fees.

1.2.4.7 Settlement of Disputes

The Act provided a specialised mechanism for resolving disputes connected with
co-operative societies.

Disputes generally had to be referred to the Registrar for arbitration or decision
rather than taken directly to ordinary civil courts.

This helped provide a specialised and comparatively economical mechanism for
dispute settlement.

1.2.4.8 Repeal and Successor Legislation
The Madras Co-operative Societies Act, 1932 is no longer in force.

Following the reorganisation of States and the development of modern State
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co-operative legislation, later enactments replaced it.

In Tamil Nadu, it was eventually replaced by the Tamil Nadu Co-operative Societies
Act, 1961, and subsequently by the Tamil Nadu Co-operative Societies Act, 1983.

In Kerala, the Act's application to the former Malabar region was eventually replaced
by the Kerala Co-operative Societies Act, 1969.

Thus, the 1932 Act represents an important historical stage in the development of
regional co-operative legislation.

1.2.4.9 Significance of the Act

The Madras Co-operative Societies Act, 1932 was an important development in
South Indian co-operative legislation.

It strengthened:

Registration and legal recognition.
Democratic administration.
Financial discipline.

Audit and inspection.

Registrar supervision.

Legal rights of co-operative societies.

NS R LD -

Dispute settlement.

Although it has now begn replaced, sthe Act contributed significantly to the
development of the co-operative movement in the regions that formed part of the former
Madras Presidency.

1.2.5 The Multi-State Co-operative Societies Act, 1984

1.2.5.1 Introduction

The growth of co-operative institutions created a new requirement. Some co-operative
societies began operating beyond the boundaries of a single State.

State co-operative laws were generally designed to regulate societies functioning
within a particular State. Therefore, they were not suitable for societies whose
membership or activities extended across two or more States.

To address this situation, Parliament enacted the Multi-State Co-operative Societies
Act, 1984.

The Act provided a central legal framework for co-operative societies operating in
more than one State.
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1.2.5.2 Need for the Act

The Act became necessary because:

A

Some co-operative societies had activities extending beyond one State.
State laws could not effectively regulate multi-state societies.

A common legal framework was required.

Cross-State co-operative activities were increasing.

There was a need for uniform rules relating to registration, management and
supervision.

1.2.5.3 Main Features of the 1984 Act

The Act provided a legal framework for:

AR SRRl A e

Registration of multi-state co-operative societies.
Administration and management.

Supervision and regulation.

Maintenance of accounts.

Audit.

Management of funds.

Dispute settlement.

Reorganisation.

Liquidation and windiag up.

The Act therefore represented an important step towards creating a national
framework for co-operative sociéties operating across State boundaries.

1.2.5.4 Limitations offthe 1984 Act

Over time, several weaknesses became apparent in the 1984 legislation.

The Act was increasingly seen as inadequate to meet the needs of a changing
co-operative sector.

Important concerns included:

A Al o e

Limited operational autonomy.

Need for stronger democratic governance.

Need for more effective elections and member participation.
Need for greater transparency and accountability.

Need for improved financial administration.

Need for clearer dispute resolution mechanisms.

Need for more professional management.

These developments created the need for a new and more comprehensive |

aw.
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The Multi-State Co-operative Societies Act, 2002 was therefore enacted to replace
the 1984 Act.

1.2.6 Replacement of the 1984 Act: Multi-State Co-operative
Societies Act, 2002

1.2.6.1 Introduction

The Multi-State Co-operative Societies Act, 2002 replaced the Multi-State
Co-operative Societies Act, 1984.

Parliament enacted the Act to provide a modern legal framework for co-operative
societies whose members, objectives, and business activities extend across the
boundaries of more than one State.

The 2002 Act sought to provide greater autonomy to multi-state co-operative
societies while also ensuring democratic governance, transpatency, accountability and
proper supervision.

1.2.6.2 Need for Replacement of the 1984 At

The 1984 Act had become less suitable for the,changifng requirements of the
co-operative sector.

The major reasons for replacement included:

The need for greater autonomy.

The need for democratic goverhance.

The need for effeetive elections.

The need fof greater member participation.

The need forimproved financial administration.
The need for transparenCy and accountability.
The need for professional management.

The need for more effective dispute resolution.

0 =N kWD

The 2002 Act was therefore introduced as a more comprehensive framework.
1.2.6.3 Objectives of the Multi-State Co-operative Societies Act, 2002
The major objectives of the Act are:

Modern Legal Framework

To provide an updated legal framework for co-operative societies operating in more
than one State.

Voluntary Formation

To promote voluntary formation and participation in co-operative societies.
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Democratic Governance

To ensure that co-operative societies function according to democratic principles and
that members participate in their administration.

Autonomy

To provide greater operational independence to co-operative societies and reduce
unnecessary governmental interference.

Professional Management

To encourage efficient and professional administration.
2. Transparency and Accountability

To strengthen financial discipline through proper accounting, audit and
accountability.

4. Sustainable Development

To facilitate the long-term growth and efficient funétioning of multi-state
co-operative societies.

1.2.6.4 Salient Features of the Act
Registration of Multi-State Co-operativé Societies

The Act provides for the registration of co-operative societies whose membership
and business activities extend beyondsone State.

A central legal framework governs' such societies rather than separate State
co-operative laws.

Corporate Status

Aregistered multi-state€o-operative society becomes a body corporate with perpetual
succession and a common seal.

[t can:

1. Own property.

2. Enter into contracts.

3. Sue and be sued.

4. Conduct activities in its own name.

5. Democratic Election of the Board

6. The Act provides for the democratic election of the Board of Directors.

This enables members to participate in selecting the body responsible for managing
the society.
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Powers of the Board and Chief Executive

The Act specifies the powers, functions and responsibilities of the Board of Directors
and the Chief Executive.

This helps establish clear responsibility and accountability within the organisation.
Audit and Financial Administration

Multi-state co-operative societies must maintain proper accounts and undergo a
statutory audit.

This promotes:

Financial discipline.

Transparency.

1
2
3. Accountability.
4. Proper management of funds.
5

Central Registrar

The Central Registrar of Co-operative Societies administers and regulates multi-
state co-operative societies.

The Central Registrar performs statutory functions relating to registration, inspection,
supervision and regulation.

Reorganisation
The Act contains provisions relating to:

Amalgamation.

Division.

1
2
3. Transfer of assetsand liabilities.
4. Liquidation.

5

Winding up.

These provisions provide a legal mechanism to restructure and close societies when
necessary.

Settlement of Disputes

The Act provides mechanisms for settling disputes relating to multi-state co-operative
societies.

This provides a specialised legal framework for dealing with disputes.

1.2.6.5 Advantages of the 2002 Act
The Act provides several important advantages.

1. It provides greater autonomy to multi-state co-operative societies.
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It strengthens democratic governance.

It provides a clearer framework for Board elections.
It promotes professional management.

It strengthens financial accountability through audits.
It promotes transparency in administration.

It enables societies to operate across State boundaries under a single central
framework.

It encourages greater member participation.

It provides mechanisms for reorganisation and dispute settlement.

1.2.6.6 Significance of the Act

The Multi-State Co-operative Societies Act, 2002 is an important milestone in the
development of co-operative legislation in India.

It provides a common legal framework for societies operatingacross State boundaries
and promotes:

NS R -

Democratic governance.
Member participation.
Professional management.
Financial accountability.
Operational autonomy.
Transparency.

Sustainable development.

The Act also refiécts the constitutional objective of promoting autonomous and
democratically controlled ce=6perative societies.

The 97th Constitutional Amendment Act, 2011 further strengthened the constitutional
recognition of co-operatiye societies.

1.2.6.7 Multi-State Co-operative Societies (Amendment) Act, 2023

The Multi-State Co-operative Societies Act, 2002 was subsequently amended
through the Multi-State Co-operative Societies (Amendment) Act, 2023, which came
into force on 3 August 2023.

The amendment introduced changes intended to strengthen:

AR
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Accountability.
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6. Financial management.

Therefore, the current understanding of the law should reflect the 2023 amendment
to the 2002 Act.

1.2.7 Evolution of Co-operative Legislation in India

The development of co-operative legislation is a gradual process.

Table 1.2.1 Evolution of Co-operative Legislation in India

Year Legislation / Development Major Significance
1904 Co-operative Credit Societies Act  First statutory framework for
co-operative credit societies
1912 Co-operative Societies Act Expanded co-operation to credit
and non-credit societies
1919 Co-operation became a provincial ~ Greater ¢provincial responsibility
subject for co-operative development
1932 Madras Co-operative Societies Act Regional legaly framework for
co-operatives I the Madras
Presidency
1984 Multi-State Co-operative Socigties Central framework for societies
Act operating across State boundaries
2002 Multi-State Co-operative Societies Replaced the 1984 Act with a
Act modern legal framework
2023 Multi-State Co-operative So€ieties  Further strengthened governance

(Amendment) Act

and transparency

The history of co-operative legislationdn India demonstrates the gradual development
of the co-operative/movementfiom a small rural credit initiative into a broad economic
and social institution.

The Co-operative Credit_Societies Act, 1904 marked the beginning of statutory
co-operative legislation ‘i India. It primarily focused on providing rural credit and
reducing dependence on moneylenders.

The Co-operative Societies Act, 1912 widened the scope of co-operation by
recognising both credit and non-credit societies. It provided a more comprehensive
framework for registration, administration, audit and supervision.

In 1919, co-operation became a provincial subject, which encouraged the development
of regional co-operative laws. The Madras Co-operative Societies Act, 1932 was an
important example of such regional legislation.

With the emergence of co-operative societies operating across State boundaries,
the Multi-State Co-operative Societies Act, 1984 was enacted. However, changing
requirements and the need for greater autonomy, democratic governance, transparency,
and professional management led to its replacement by the Multi-State Co-operative
Societies Act, 2002.
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The 2002 Act remains the central legal framework for multi-state co-operative
societies, subject to subsequent amendments, including the 2023 amendment.

Thus, the evolution of co-operative legislation can be viewed as a movement
from rural credit — diversified co-operation — provincial regulation — multi-state
co-operation — greater autonomy and democratic governance.

Recap

¢ The Co-operative Credit Societies Act, 1904 marked the beginning of
formal co-operative legislation in India, mainly to provide institutional
credit to farmers and reduce dependence on moneylenders.

¢ The Co-operative Societies Act, 1912 widened the scope of co-opera-
tion by recognising both credit and non-credit ce-operative societies and
providing a broader legal framework for their registration and adminis-
tration.

¢ In 1919, co-operation became a provineial subject, giving provincial
governments greater responsibility for the promotion,/development and
regulation of co-operative societies.

¢ The Madras Co-operative Societies Act, 1932 provided a comprehensive
regional framework for the registration, management, supervision, audit
and development of ce=operativeisocieties in the former Madras Presi-
dency.

¢ The Multi-State Co-operative Societies Act, 1984 was introduced to reg-
ulate co-operative'societies whose activities extended across more than
one Stategproviding a cemmon Central legal framework.

¢ The Multi-StatefCo-operative Societies Act, 2002 replaced the 1984 Act
and intreduiced a more modern framework focusing on autonomy, demo-
cratic governance, professional management, transparency and account-
ability.

¢ Overall, co-operative legislation in India evolved from a limited focus
on rural credit in 1904 to a wider system covering diverse co-operative
activities and societies operating across State boundaries.
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Objective Questions

1. The first cooperative legislation enacted in India was:

2. The Co-operative Credit Societies Act, 1904 came into force on:

3. The 1904 Act was mainly enacted to:

4. The Co-operative Credit Societies Act, 1904 was modelled on the:

5. The 1904 Act recognised only:

6. The office created under the 1904 Act for supervision of cooperative
societies was:

7. Which of the following was a limitation of the 1904 Act?

The Co-operative Societies Act, 1912 was enacted mainly to:
9. The 1912 Act recognised:
10. A registered cooperative society under the 1912 Act became a:
11. The 1912 Act permitted societies with:
12. The 1912 Act laid the foundation for:
13. The Madras Co-operative Socigties Act was'enacted in:
14. The Act applied to the:
15. Disputes under the Madras Act weregenerally referred to:
16. The Madras Act was replaceddin Kerala by the:

Co-operative Credit Societies Act, 1904
25 March 1904

Provide institutional credit to farmers
English Friendly Societies Act, 1896
Credit societies

Registrar of Cooperative Societies
Recognition only of credit societies
Remove the deficiencies of the 1904 Act

l.
2.
3.
4.
3.
6.
7.
8.
9.

Credit and non-credit cooperative societies

H
S

Body Corporate

—_—
—

. Either limited or unlimited liability
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12. State Cooperative Laws

13. 1932

14. Madras Presidency

15. Registrar

16. Kerala Co-operative Societies Act, 1969

Self-Assessment Questions

Explain the Cooperative Credit Societies Act, 1904.

2. Discuss the Co-operative Societies Act, 1912, with special reference to its
objectives, important provisions and contributiomyto the development of
the co-operative movement in India.

3. Explain the development of co-operative, legislation“in, India from the
Co-operative Credit Societies Act, 1904 to the, Co-operative Societies Act,
1912 and the transfer of co-operationtesthe provincial level in 1919.

4. Discuss the salient features of thefMadras Ce-eperative Societies Act, 1932
and examine its role in the regulation and development of co-operative
societies.

5. Explain the Multi-Staté Co-operativepSecicties Act, 1984 and critically
examine the need for'its replacement by the Multi-State Co-operative Soci-
eties Act, 2002

1. Tracetheevolution of co-operative legislation in India from the Co-operative
Credit Societies Act, 1904 to the Co-operative Societies Act, 1912. Discuss
the major objectives, features and significance of both Acts.

2. Explain the significance of making co-operation a provincial subject in
1919. Examine how this change influenced the growth and administration
of co-operative societies in India.

3. Discuss the major provisions of the Madras Co-operative Societies Act,
1932. Examine its role in the registration, management, audit, supervision
and regulation of co-operative societies.

4. Explain the need, objectives and salient features of the Multi-State
Co-operative Societies Act, 1984. What challenges led to the need for new
legislation?
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Discuss the Multi-State Co-operative Societies Act, 2002 as a replacement
for the 1984 Act. Examine how the 2002 Act strengthened autonomy,
democratic management, transparency and accountability in multi-state
co-operative societies.
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Unit ﬁ

History of Co - Operative

Legislation in Kerala

Learning Outcomes

On successful completion of this unit, students will be able to:

0
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Trace the evolution of cooperative legislation in Kerala,
from the pre-independence era to the enactment of the
Kerala Co-operative Societies Act, 1969.

Recognise the different cooperative laws that governed
the regions of Malabar, Travangere, and Cochin before
the formation of the State of Kerala, and understand
their historical importance.

Explain the need for “ajuniform /cooperative law
following the a€organisationyof States in 1956 and
assess the importance of establishing a single legal
framework for cooperative societies in Kerala.

Discuss_the “objectives /ot the Kerala Co-operative
Societies Act, 19695 with particular emphasis on
voluntary 4 membership, democratic governance,
financial'accountability, and the protection of members'
mterests.

Describe” the fundamental cooperative principles
inecorporated in the Kerala Co-operative Societies Act,
1969, including self-help, cooperation, democratic
management, and collective responsibility.

Examine the key provisions of the Kerala
Co-operative Societies Act, 1969, relating to
registration, administration, supervision, auditing,
inquiry, dispute settlement, and winding up of
cooperative societies.

Evaluate the functions and powers of the Registrar
of Cooperative Societies in ensuring effective
regulation, financial discipline, supervision, and proper
administration of cooperative societies in Kerala.

Assess the significance of the Kerala Co-operative
Societies Act, 1969 in creating a unified legal




framework and encouraging the growth and development of the
cooperative movement in the State.

¢ Analyse the role of cooperative legislation in promoting the
development of major sectors in Kerala, including agriculture,
cooperative banking, housing, dairy, consumer services, and rural
development.

O Develop the ability to critically analyse the evolution of cooperative
legislation in Kerala and apply the principles of cooperative law to
academic studies, legal interpretation, and practical issues involving
cooperative societies.

Prerequisite

The evolution of co-operative legislation in Kerala is closelypassociated with
the historical development of the three regions thaticonstitute the present State
of Kerala: Travancore, Cochin, and Malabar. Before 'the formation of Kerala
State in 1956, these regions were administered under diffefent political and
administrative systems. Consequently,/¢o-operative \societies also developed
under separate legal frameworks. The [introduction of co-operative legislation
provided an organised legal basis for the formationg registration, management,
supervision and financial admifiistration of'co=epetative societies.

The early development of ¢o-operative legislation in the region can be traced to
the wider growth of the co-operative movement in India following the enactment
of the Co-operativedCredit Societies A€t, 1904. The legislation encouraged the
formation of credit societies,to provide affordable credit to farmers and other
sections of society, andto reduce dependence on moneylenders. The movement
gradually expanded from credit societies to agricultural, consumer, banking,
housing, industrial and other forms of co-operative organisations.

Regional Co-operative Legislations, Cochin Co-operative Societies Act, 1913,
Travancore Co-operative Societies Act, 1914
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Discussion

In Travancore and Cochin, separate co-operative laws were subsequently introduced.
The Cochin Co-operative Societies Act, 1913 and the Travancore Co-operative Societies
Act, 1914 provided the legal foundation for the organised co-operative movement in
these regions. The Malabar region, which formed part of the Madras Presidency, was
administered under the co-operative legislation applicable to the Madras Presidency.
After the integration of Travancore and Cochin and, later, the formation of Kerala State
in 1956, the need for a uniform co-operative law became increasingly important. This
development ultimately resulted in the enactment of the Kerala Co-operative Societies
Act, 1969.

Thus, the history of co-operative legislation in Kerala reflects a gradual shift from
region-specific legislation to a unified Statewide legal framework.

1.3.1 Cochin Co-operative Societies Act, 1913

The organised co-operative movement in the Cochin region teceived an important
legal foundation with the enactment of the Cochin Co-operative Societies Act, 1913. The
Act provided a statutory framework for forming and runhing co-operative societies in
the Cochin State. It reflected the growing recégnition of co-operation as an institutional
mechanism for improving the economic £onditions of \farmers, small producers and
other economically weaker sections.

Before the introduction of spegific'tegionahlegislation, co-operative activities were
governed by the Co-operative Credit Sociéties Act, 1904, enacted at the all-India level.
However, the movement's expansion greatedia need for legislation suited to Cochin's
administrative and economic ¢onditions. The Cochin Co-operative Societies Act, 1913,
therefore became an umiportant milestonedfi the development of co-operative institutions
in the region.

1.3.1.1 Background of Coéoperative Movement in Cochin

The co-operative movement in Cochin developed mainly in response to the financial
difficulties faced by farmers and ordinary community members. Rural households often
depended on private moneylenders for credit and were vulnerable to high interest rates
and unfavourable borrowing conditions. Co-operative societies offered an alternative
system based on collective savings, mutual assistance and democratic participation.

The enactment of the Cochin Co-operative Societies Act gave legal recognition to
such institutions and established a formal mechanism through which societies could be
organised and supervised. Registration under the legislation gave societies a recognised
legal identity and enabled them to conduct their activities under prescribed rules.

The movement gradually expanded beyond simple credit activities. Co-operative
institutions began supporting agricultural development, savings, banking, and other
economic activities. The development of central institutions further strengthened the
co-operative structure in Cochin.
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1.3.1.2 Cochin Co-operative Societies Act, 1913

The Cochin Co-operative Societies Act, 1913, was designed to provide a legal
framework for establishing and administering co-operative societies. It established
the basis for registering societies and prescribed rules governing their organisation,
membership, management, and financial affairs.

The legislation was significant because it transformed co-operation from an informal
practice of mutual assistance into a legally recognised institutional system. Societies
could operate under approved bye-laws and under the supervision of the competent
co-operative authority.

The Act also contributed to accountability within co-operative institutions. Proper
maintenance of accounts, inspection, and supervision were necessary to protect
members' interests and ensure that societies' resources were used for their intended
purposes.

1.3.1.3 Development of Co-operative Banking in Cechin

The growth of primary co-operative societies credted the need for stronger financial
institutions to support them. An important development,was the establishment of the
Cochin Central Co-operative Bank in 1918. Central, co-operative banking institutions
played an important role in mobilising fands and previding financial assistance to
primary societies.

The development of co-operative.banking strengthened the institutional structure
of the movement. Primary se€icties could “obfdin financial support from higher-
level co-operative institutions, whiledmembers could access credit through their
local societies. This helped establish a system based on mutual financial support and
institutional co-operation:

1.3.1.4 Role of Co-operative Education in Cochin

The growth of co-operationdrequired not only legislation and financial institutions
but also public awarene§siCo-operative education helped members understand the
principles, objectives and responsibilities associated with co-operative organisations.

The publication of “Sahakarana Prabodhini”, associated with the Cochin co-operative
movement, helped disseminate co-operative ideas and education. Such initiatives
helped spread awareness regarding savings, collective action, democratic management
and mutual assistance.

1.3.1.5 Significance of the Cochin Co-operative Societies Act

The Cochin Co-operative Societies Act, 1913 occupies an important place in the
history of co-operative legislation in Kerala. Its major significance lies in providing
a formal legal foundation for co-operative institutions in Cochin. It encouraged the
development of registered societies, established administrative supervision and
supported the expansion of the co-operative movement.
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The legislation also laid the groundwork for later developments in co-operative
banking and other forms of co-operative activity. However, the Act was applicable
only within the Cochin region. Separate legislation in Travancore and different legal
arrangements in Malabar meant there was still no common co-operative law for the
entire geographical area that later became Kerala.

1.3.2 Travancore Co-operative Societies Act, 1914

The co-operative movement in Travancore developed rapidly during the early
twentieth century. The enactment of the Travancore Co-operative Societies Act, 1914
marked a major stage in the institutional development of co-operation in the region. The
Act provided the legal basis for establishing and regulating co-operative societies and
gave administrative recognition to the growing co-operative movement.

The legislation was introduced amid growing awareness that collective economic
action could provide an effective solution to the credit problems faced by farmers
and ordinary households. The Act helped transform the émerging movement into a
structured system of legally recognised institutions.

1.3.2.1 Background of Co-operative Movement in Trayancore

The need for institutional credit was afi important factorrbehind the growth of
co-operation in Travancore. Farmers and small economic units often struggled to
obtain credit at reasonable rates. The co-0Operative prineiple offered a mechanism for
individuals to pool resources and obtain financial assistance on a mutual basis.

The government recognisedthe movenient's usefulness and created an administrative
structure to support its development. The appointment of C. Govinda Pillai as the first
Registrar of Co-operative Societies in Travancore in 1914 was an important step in
establishing systematic government,supetvision of co-operative institutions.

The Registrar's office’ became an important component of the co-operative
administrative system. A specialised authority could organise registration, supervision,
and other regulatory functionst

1.3.2.2 Travancore Co-operative Societies Act, 1914

The Travancore Co-operative Societies Act, 1914 established the legal foundation
for co-operative societies in Travancore. It provided for the formal registration and
administration of co-operative societies and recognised co-operation as an organised
institutional mechanism to promote members' economic interests.

The Act helped establish principles concerning membership, management, liability,
financial administration and supervision. Legal recognition of societies was important
because it built greater confidence among members and enabled societies to operate
under approved rules and bye-laws.
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The legislation also strengthened the role of the Registrar and the co-operative
administration. Government supervision was intended to ensure that societies operated
according to law and maintained proper standards of financial and organisational
management.

1.3.2.3 Development of Co-operative Banking in Travancore

The development of co-operative credit institutions led to the emergence of a
structured co-operative banking system in Travancore. The Trivandrum Central
Co-operative Bank was organised in 1915 and commenced its operations in 1916. It
became an important institution in the development of co-operative banking in the
region.

The institution subsequently underwent organisational changes and became part of
the broader evolution of the central co-operative banking structure. The development of
central banking institutions enabled primary co-operative societies to obtain financial
support and helped strengthen the flow of institutional credit:

This development illustrates the gradual shift from individual willage-level societies
to a multi-tier co-operative credit structure, in which primary societies operated at the
local level and higher-level institutions supported theirfinancial ngeds.

1.3.2.4 Evolution of the Travancoye Co-operative Banking Structure

The history of co-operative banking in Travancore is closely connected with the
broader evolution of co-operative Tlegislation. Thé central co-operative banking
institution developed through® differentderganisational stages as the political and
administrative structure of the region ¢hanged.

After the integrationsof  Travancore and Cochin, the co-operative banking structure
also changed. The Aravancore Central Co-operative Bank, and later the Travancore-
Cochin Central Co-operative Bank, became important stages in the development of the
present State-level co=operative banking system.

This historical development ultimately contributed to the establishment of the Kerala
State Co-operative Bank, which later became part of the institutional structure known
as Kerala Bank.

1.3.2.5 Significance of the Travancore Co-operative Societies Act

The Travancore Co-operative Societies Act, 1914 was significant because it provided
an organised legal and administrative foundation for the co-operative movement
in Travancore. It supported the establishment of registered societies, encouraged
institutional credit and strengthened government supervision.

The Act also contributed to the development of co-operative banking and helped
create an institutional network that could mobilise savings and provide credit. Its
importance extends beyond the individual societies formed under it because it helped
develop Kerala's broader co-operative infrastructure.
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1.3.3 Co-operative Legislation in Malabar

Although the prescribed syllabus refers specifically to the Cochin Co-operative
Societies Act, Travancore Co-operative Societies Act and Kerala Co-operative
Societies Act, 1969, understanding Malabar is necessary to appreciate the evolution of
co-operative legislation in present-day Kerala.

Unlike Travancore and Cochin, the Malabar region was part of the Madras Presidency
before the formation of Kerala. Therefore, co-operative societies in Malabar were
governed by the co-operative legislation applicable to the Madras Presidency.

1.3.3.1 Early Development of Co-operation in Malabar

The co-operative movement in Malabar was influenced by the wider Indian
co-operative movement that developed after the Co-operative Credit Societies Act,
1904. The formation of agricultural credit societies provided farmers with an alternative
source of institutional credit.

An early agricultural credit society was registered at Palakkadyin 1904. The growth
of such societies demonstrated the usefulness of co-@peration in addressing rural credit
requirements.

The Malabar Co-operative Central Bafik, established“at"Calicut in 1917, also
contributed to the development of co-operative credit by supporting primary co-operative
societies.

1.3.3.2 Madras Co-operatiyeiSocietiés, Act, 4932

As Malabar formed part of the MadrasPresidency, co-operative societies in the region
came under the Madras Co-operative Societies Act, 1932. The legislation provided a
broader regulatory framework eovering smatters such as registration, management,
supervision, audit and settlement of diSputes.

The application‘of.Madras legislation to Malabar further demonstrates that, before
the formation of Kerala, the present State did not have a single co-operative legal
system. Instead, differentdegions operated under different administrative and legislative
arrangements.

1.3.4 Co-operative Legislation after the Integration of Tra-
vancore and Cochin
A significant change occurred with the integration of Travancore and Cochin in

1949. Creating a common administrative unit increased the need for uniform legislation
governing co-operative societies in the merged State.

1.3.4.1 Travancore-Cochin Co-operative Societies Act, 1951

Following the integration of Travancore and Cochin, the Travancore-Cochin
Co-operative Societies Act, 1951 was introduced to provide a common legal framework
for co-operative societies in the merged State.
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This development represented an important transitional stage in the evolution of
co-operative legislation. Earlier, Travancore and Cochin had operated under separate
co-operative laws. The new legislation attempted to establish greater uniformity in the
regulation and administration of co-operative institutions within the merged State.

However, Malabar continued to have a separate administrative and legislative history
until the formation of Kerala.

1.3.5 Kerala Co-operative Societies Act, 1969

The formation of the State of Kerala in 1956 brought together the regions of
Travancore-Cochin and Malabar, along with the Kasaragod area. Integrating these
regions created the need for a common legal framework for co-operative societies
throughout the State.

The earlier existence of different co-operative laws created differences in
administrative procedures, registration systems, supervision and other aspects of
co-operative management. A uniform legislation was therefore necessary to provide
consistency and strengthen the co-operative movement.

The Kerala Co-operative Societies Act, 1969 was enacted to fulfil this requirement.
The Act came into force on 15 May 1969 and becameithe principaldegislation governing
co-operative societies in Kerala.

1.3.5.1 Need for the Kerala Co-operative Societies Act, 1969

The main need for enacting the Kerala €o-operative Societies Act was to establish a
uniform legal framework for the entire/State:

Before the Act, the co-operative movement was regulated through different legal
arrangements in différent regions. This'system made sense when Travancore, Cochin
and Malabar functioned undér separate administrations. After the formation of Kerala,
however, continuationofseparate legal systems could create difficulties in administration
and regulation.

A common law was therefore required to ensure uniformity in the registration,
organisation, management, audit, supervision and dissolution of co-operative societies.

1.3.5.2 Objectives of the Kerala Co-operative Societies Act, 1969

The Kerala Co-operative Societies Act, 1969 provides an organised legal framework
for the development and regulation of co-operative societies in Kerala. The legislation
provides the basis for registering and operating co-operative societies and establishes
mechanisms for their supervision and control.

The Act seeks to promote members' economic interests through co-operative
organisation. It also aims to encourage democratic management, responsible financial
administration and accountability in co-operative institutions.
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Another important objective is to protect members' interests and ensure that
co-operative societies use their resources in accordance with their objectives, registered
bye-laws, and applicable legal provisions.

1.3.5.3 Registration of Co-operative Societies

Registration is a fundamental aspect of the co-operative legal framework. The Act
provides the legal mechanism through which eligible groups can establish co-operative
societies.

Registration gives the society recognised legal status and enables it to conduct
activities in accordance with the Act and its registered bye-laws. The registration
process also enables the competent authority to maintain regulatory oversight over the
co-operative sector.

Thus, registration is not merely a formal procedure; it establishes the legal identity and
regulatory relationship of a co-operative society with the co-operative administration.

1.3.5.4 Management and Democratic Administration

The Kerala co-operative system is based on demoeratic participation. Members
constitute the foundation of a co-operative so€ietypand the management structure is
designed to facilitate member participationin decision-making.

The Act provides a legal framework for the conmstitution and functioning of
managing committees and for conducting thewaffairs ofregistered societies. Democratic
management matters because ao-operative 1s-established primarily for the collective
benefit of its members rather than the exelusive benefit of external investors.

1.3.5.5 Audit and EimanciabA ccousitability

Financial accountability«i§ €ssential to the successful functioning of co-operative
societies because theysimanage members' savings, deposits, loans, and other financial
resources.

The Kerala Co-operative Societies Act provides for the audit of co-operative societies
and establishes mechanisms for examining their financial records and accounts. Audit
helps identify errors, irregularities and financial weaknesses and promotes transparency
in the management of society funds.

Regular financial supervision also helps members and regulatory authorities assess
the financial health and performance of co-operative institutions.

1.3.5.6 Inspection, Inquiry and Supervision

The Act provides mechanisms for inspecting and inquiring into co-operative societies
where necessary. These provisions are important for maintaining proper administration
and protecting members' interests.
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Inspection enables the competent authority to examine a society's functioning, while
inquiry can be undertaken to investigate matters relating to a society's constitution,
working, financial condition, or management.

Such regulatory mechanisms strengthen accountability and help ensure that
co-operative societies operate in accordance with law and their approved objectives.

1.3.5.7 Settlement of Disputes

Disputes may arise among members, between members and societies, or between
co-operative societies in the course of their activities. The Kerala Co-operative Societies
Act provides a statutory mechanism for dealing with specified disputes connected with
the affairs of co-operative societies.

A specialised legal mechanism is important because it provides an institutional
method for resolving disputes and helps maintain the orderly functioning of co-operative
organisations.

1.3.5.8 Winding up of Co-operative Societies

The Act also provides provisions for winding up co=operative Societies. A society
may have to be wound up when it becomes finafn€ially ororganisationally incapable of
continuing its activities or when circumstanees specified under the law arise.

The winding-up provisions establish a legal procedure for dealing with the assets,
liabilities and affairs of the societyFhis ensures closure occurs through an organised
legal process rather than an infefmal termination 6f activities.

1.3.5.9 Importance of the.\Kerala Cg-operative Societies Act, 1969

The Kerala Co-operative SocietiessAct, 1969 represents a major milestone in the
development of the co-opefative movement in Kerala. It replaced the fragmented
regional approach withidd common legal framework for co-operative societies throughout
the State.

The Act strengthened the institutional structure of co-operation by providing
provisions on registration, membership, management, audit, supervision, inquiry,
dispute settlement, and winding up. It also strengthened the role of the co-operative
administration in maintaining accountability and proper functioning of societies.

The legislation therefore transformed the co-operative movement from a collection
of regionally regulated institutions into a more integrated statewide system.

1.3.6 Evolution from Regional Laws to a Unified Co-opera-
tive Law

The evolution of co-operative legislation in Kerala reflects a gradual process of legal
integration. In the early stage, the three regions that now constitute Kerala followed
different legal arrangements.
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The Cochin Co-operative Societies Act, 1913 provided the legal foundation for
co-operation in Cochin, while the Travancore Co-operative Societies Act, 1914
performed a similar role in Travancore. Malabar, being part of the Madras Presidency,
was governed by the co-operative legislation applicable to that administrative region.

The integration of Travancore and Cochin in 1949 created the need for common
legislation, resulting in the Travancore-Cochin Co-operative Societies Act, 1951.
The formation of Kerala in 1956 further increased the need for a comprehensive law
applicable throughout the State. This requirement was ultimately addressed by the
Kerala Co-operative Societies Act, 1969.

The historical development may therefore be represented as:

Regional co-operative laws — Integration of Travancore and Cochin — Formation
of Kerala State — Need for uniform legislation — Kerala Co-operative Societies Act,
1969

This progression demonstrates that co-operative legislation evolved alongside
political and administrative changes in Kerala.

1.3.7 Comparative Development of Co-operative Legislation
in Kerala

Table 1.3.1 Comparative Development of Co-operative Legislation in Kerala

Period Region/State Major lsegislation Historical Significance

1904 British India  Co-@perative Ctedit Provided the early statutory
Societies Act, 1904 foundation for co-operative credit

1913 Cochin Cochin Ce-opérative Established a legal framework for
Secieties Act, 1913 co-operative societies in Cochin

1914 Travancoré Travancore Co-operative Provided the legal foundation
Socigties Act, 1914 for organised co-operation in

Travancore

1932 Malabar Madras Co-operative Regulated co-operative societies

Societies Act, 1932 in Malabar under the Madras
Presidency
1949 Travancore-Integration of Travancore Created the need for common
Cochin and Cochin co-operative administration
1951 Travancore-Travancore-Cochin Established a common legal
Cochin Co-operative Societies  framework for the merged State

Act, 1951

1956 Kerala Formation of Kerala Created the need for State-wide
State co-operative legislation

1969 Kerala Kerala Co-operativeEstablished a unified legal
Societies Act, 1969 framework  for  co-operative

societies in Kerala

@ SGOU - SLM - BCom - Co-operative Legal System ﬁ




1.3.8 Significance of the Evolution of Co-operative Legisla-
tion in Kerala

The evolution of co-operative legislation has played a major role in shaping the
co-operative sector in Kerala. The early regional Acts provided the foundation for
the establishment and growth of primary co-operative societies. These institutions
gradually expanded their activities from credit to banking, agriculture, consumer
services, housing, marketing, industry and other areas.

The subsequent development of common legislation was important for achieving
uniformity in administration. The Kerala Co-operative Societies Act, 1969 provided a
comprehensive legal framework for the functioning of co-operative societies throughout
the State. It strengthened registration, supervision, audit, democratic management and
financial accountability.

The evolution also demonstrates the close relationship between law and institutional
development. As the co-operative movement expanded, existing legal arrangements had
to be adapted to changing economic and administrative requiréments. The movement
from separate regional laws towards a unified State law reflects théibroader integration
of Kerala's co-operative sector.

The evolution of co-operative legislationifi Kerala,beganwwhen Travancore, Cochin
and Malabar were administered separately. The Cochin Co-operative Societies Act,
1913 provided a statutory foundation for ¢o-operation in Cochin, while the Travancore
Co-operative Societies Act, 1914 established a similardegal framework in Travancore.
Malabar, being part of the Madras Presidencypfollowed the co-operative legislation
applicable to that region.

The integration of Travancore and Cochin in 1949 led to the Travancore-Cochin
Co-operative Societies’Aet, 1951 an important step toward legal uniformity. After the
formation of Kerala State in_1956, different regional legal traditions made a common
legal framework necessary.

The enactment of the Kerala€Co-operative Societies Act, 1969, which came into force
on 15 May 1969, markedthe most important stage in this process. The Act established
a common statutory framework for the registration, management, audit, supervision,
dispute settlement and winding up of co-operative societies in Kerala.

Thus, the history of co-operative legislation in Kerala can be viewed as a transition
from regional legislation to integrated State-wide legislation, reflecting the growth and
institutional maturity of the co-operative movement.
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¢ Cochin Co-operative Societies Act, 1913 provided the legal foundation
for co-operative societies in Cochin.

¢ The Act helped farmers and ordinary people obtain institutional credit
and reduce dependence on private moneylenders.

¢ Travancore Co-operative Societies Act, 1914 established a legal and
administrative framework for co-operative societies in Travancore.

¢ The appointment of the first Registrar of Co-operative Societies in Tra-
vancore in 1914 strengthened government supervision.

¢ Malabar was governed by the co-operative legislation applicable to the
Madras Presidency, including the Madras Co-operative Societies Act,
1932.

¢ The integration of Travancore and Cochin in 1949 ereated the need for
a common co-operative law.

¢ The Travancore-Cochin Co-operative Societies Act, 1951 provided a
common legal framework for the metged State:

¢  The formation of Kerala State in 1956 ereated the need for uniform
co-operative legislation throughout the State.

¢ The Kerala Co-operative Societies Act, 1969 came into force on 15
May 1969 and became the principalillaw governing co-operative socie-
ties in Kerala.

¢ The Act provides'for registration, management, audit, supervision, dis-
pute settlemenit and winding aip, creating a unified legal framework for
co-operative societies inKerala.

Objective Questions

1.  Which Act marked the beginning of organised cooperative legislation in
Cochin?

2.  Who took the initiative to enact the Cochin Co-operative Societies Act,
1913?

3. Who was the first Registrar of Cooperative Societies in Travancore?

4.  Which was the first cooperative bank established under the Travancore
Co-operative Societies Act, 1914?

5. The Malabar region was governed by which cooperative legislation before
the formation of Kerala?
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Where was the earliest agricultural credit society in Kerala established?

Which institution later became the Koduvayoor Urban Co-operative
Bank?

8. Which Act established a common cooperative legal framework after the
merger of Travancore and Cochin?

9. The Kerala Co-operative Societies Act came into force on:

10. The Kerala Co-operative Societies Act, 1969 primarily aimed to:

Cochin Co-operative Societies Act, 1913

Sir Rajagopalachari

C. Govinda Pillai

Trivandrum Central Co-operative Bank

Madras Co-operative Societies Aet, 1932

Palakkad

Koduvayoor Aikya Nanaya Sangam
Travancore-Cochin C@-operative Sogieties Act, 1951
15 May 1969

1.
2.
3.
4.
5.
6.
7.
8.
9.

10. Replace all regional eooperative daws with a uniform legal framework

Self-Assessment Questions

1. Explain the Cochin Co-operative Societies Act, 1913 and its importance in
the development of co-operation in Cochin.

2. Explain the Travancore Co-operative Societies Act, 1914 and its role in the
development of the co-operative movement in Travancore.

3. Describe the development of co-operative legislation in Travancore,
Cochin and Malabar before the formation of Kerala State.

4. Explain the major provisions and importance of the Kerala Co-operative
Societies Act, 1969.
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Assignments

10.

Explain the historical background of the cooperative movement in Kerala.
Why was a uniform cooperative law needed after the formation of Kerala
State?

Describe the origin and development of the cooperative movement in
Cochin. Discuss the significance of the Cochin Co-operative Societies Act,
1913 and the role of the Cochin Central Co-operative Bank.

Trace the development of the cooperative movement in Travancore. Explain
the importance of the Travancore Co-operative Societies Act, 1914 and the
evolution of the Trivandrum Central Co-operative Bank into Kerala Bank.

Discuss the growth of the cooperative movement in the Malabar region.
Explain the contribution of the Madras Co-operative Societies Act, 1932
and the role of the Malabar Co-operative Central Bank.

Compare the cooperative legislations that,governed Travancore, Cochin,
and Malabar before the formation of KeralaaHow did these regional laws
differ from a unified State legislation?

Explain the important features of the Madras, Co-operative Societies Act,
1932. Why was this Act eventually replaced in Kerala?

Discuss the circumstances that'led to the enactment of the Travancore-
Cochin Co-operative Secieties Act, 1951 What was its significance in the
evolution of cooperative legislation in Kerala?

Describe the objectives and major features of the Kerala Co-operative
Societies Actgh969."How did it/establish a uniform legal framework for
cooperatiy@ societies in Kerala?

Examine the cenfribution of important personalities and institutions, such
as Sir Rajagopalachari, C. Govinda Pillai, the Cochin Central Co-operative
Bank, and the Malabar Co-operative Central Bank, to the development of
the cooperative movement in Kerala.

Evaluate the overall evolution of cooperative legislation in Kerala from the
pre-independence period to the Kerala Co-operative Societies Act, 1969.
Explain how cooperative legislation has contributed to the growth of the
cooperative movement and socio-economic development of the State.
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Unit @
Amendments in Co-Operative
Legislations in Kerala

Learning Outcomes

After completing this unit, learners will be able to:

0 Trace the development of the Kerala Co-operative
Societies Act, 1969 and describe the objectives and
importance of the major amendments introduced
between 1971 and 2023.

¢ Discuss the significant reforms brought about through
various amendment Aets, particularly those relating
to governance, membetship, elections, auditing,
dispute settlemient, and financial administration of
co-operative societies.

¢ Describe the institutional changes introduced by the
amendments, Jincluding the establishment of bodies
such as the Co=operative Tribunal, Co-operative
Arbitratien Ceurt, Co-operative Election Commission,
Co-operative/Ombudsman, and Kerala Bank.

O  Critically dssess the impact of the 2010, 2013,
2019,92022, and 2023 amendments on democratic
functioning, financial accountability, transparency,
digital governance, and the protection of members'
mterests in co-operative societies.

¢ Examine the legal framework that promotes autonomy,
accountability, and professional management of
co-operative societies in line with constitutional
principles and contemporary administrative practices.

¢ Evaluate the contribution of legislative reforms to
the growth and modernisation of Kerala's co-opera-
tive movement, with particular emphasis on improved
governance, strengthened auditing, effective dispute
resolution, and the restructuring of the co-operative
banking sector.
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Prerequisite

Before studying this unit, learners should have a basic understanding
of the Kerala Co-operative Societies Act, 1969, including its objectives,
principles, organisational structure, and how co-operative societies function.
Familiarity with democratic governance, membership, management,
auditing, elections, and dispute resolution will help learners appreciate the
purpose and significance of the various amendments to the Act and their
role in strengthening the co-operative movement in Kerala.

Co-operative Movement , Democratic Governance ', Member Participation,
Financial Discipline , Kerala Bank.

Discussion

Amendments in Co-operative Legislation in Kerala

1.4.1 Discussion

The Kerala Co-operative Societies Aet, 1969 is the principal legislation governing
co-operative societies in Kerala. Since it§ enactment, the co-operative sector has
undergone considerablerchanges in its membership, administration, financial activities,
governance, technelogy and institutional structure. To respond to these changing
requirements, the Act hasdbeenamended several times.

The amendments have addréssed different aspects of co-operative administration,
including democratic gévernance, managing committees, elections, membership,
auditing, financial accountability, dispute settlement, employee welfare, co-operative
banking and modern management. While the earlier amendments mainly concentrated
on administrative and organisational matters, the later amendments increasingly focused
on transparency, professional management, member protection and technological
development.

Among the various amendments, the 2010 and 2013 Amendments are particularly
important. The 2010 Amendment emphasised democratic and autonomous functioning,
grievance redressal, auditing and modern management. The 2013 Amendment further
strengthened democratic governance, financial accountability, auditing and professional
administration.
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1.4.2 Need for Amendments to Co-operative Legislation

The co-operative sector continuously changes with economic, social, technological,
and administrative developments. Therefore, the legal framework governing
co-operative societies must also be updated periodically.

The major reasons for amending the Kerala Co-operative Societies Act include the
following:
¢ To strengthen democratic governance of co-operative societies.
To improve the administration and management of co-operative institutions.
To protect the rights and interests of members.
To improve financial accountability and auditing.

To strengthen the election process.

S OO

To provide effective mechanisms for grievance redressal and dispute
settlement.

To promote professional management.

To improve employee welfare.

S O O

To respond to technological and econemie,changes.
¢ To strengthen transparency and accountability:

Thus, amendments have enabled the co-operative legislation to remain relevant to
the changing requirements of the co-operative sector.

1.4.3 Major Amendments to/the Kerala Co-operative Societ-
ies Act, 1969

The Kerala Co-@perative Societies Act, 1969 has undergone several amendments
since its enactment. The imiportant amendments can be understood chronologically.

1.4.3.1 Kerala Co-operative Societies (Amendment) Act, 1971

The 1971 Amendment introduced changes relating to member disqualification,
the constitution of managing committees, and the tenure of committee members. The
amendment aimed to ensure that eligible persons participated in the management of
co-operative societies and that managing committees functioned according to clearly
defined legal provisions.

1.4.3.2 Kerala Co-operative Societies (Amendment) Act, 1974

The 1974 Amendment introduced provisions reserving seats for Scheduled Castes
and Scheduled Tribes in managing committees. It also changed the term of office for
committee members and certain administrative powers of the Registrar.

The amendment promoted wider representation and strengthened the administration
of co-operative societies.
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1.4.3.3 Kerala Co-operative Societies (Amendment) Act, 1986

The 1986 Amendment introduced changes relating to Government nomination,
election qualifications and Government directions to co-operative societies. It also
strengthened provisions concerning audit and surcharge proceedings.

The amendment aimed to improve governance and establish greater accountability
for financial irregularities.

1.4.3.4 Kerala Co-operative Societies (Amendment) Act, 1987

The 1987 Amendment addressed the term of office of committee members,
qualifications for membership, and supersession of managing committees. These
provisions were intended to promote accountability and ensure proper administration
of co-operative societies.

1.4.3.5 Kerala Co-operative Societies (Amendment) Act, 1988

The 1988 Amendment introduced provisions relating to the liquidation of co-operative
societies. It also established the Co-operative Tribunakto hear appeals against specified
Registrar decisions. This strengthened the appellate and dispute-resolution mechanism
under co-operative legislation.

1.4.3.6 Kerala Co-operative Sociefies (Amendment) Act, 1992

The 1992 Amendment introducedsehanges relating4o the administration of societies
when an elected managing committee was not functioning. It limited the period for
which the Registrar could appoint a committee to manage a society to three years.

It also provided for extending the tenure0f an administrator for a maximum of twelve
months, subject to the provisions of laws The Secretary of the State Co-operative Union
was also included as an ex«officio member of the managing committee.

1.4.3.7 Kerala Co-operative Societies (Amendment) Act, 1993

The 1993 Amendment dealt with continuity in the administration of co-operative
societies. Where a newly elected managing committee could not assume office within
the prescribed period, the existing committee or administrator could continue for a
limited period. Such extension could not exceed three months or the date on which the
new committee assumed charge, whichever was earlier.

1.4.3.8 Kerala Co-operative Societies (Amendment) Act, 1995

The 1995 Amendment introduced changes relating to the term of office of committee
members, disqualification of members and supersession of managing committees.
The amendment sought to strengthen accountability and improve the governance of
co-operative institutions.
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1.4.3.9 Kerala Co-operative Societies (Second Amendment) Act, 1997

The 1997 Second Amendment introduced the Co-operative Arbitration Court for
dealing with specified disputes in the co-operative sector. It also introduced changes
relating to District Co-operative Banks, membership and voting rights. The amendment
further restricted the voting rights of certain ex officio members and prescribed a
maximum dividend of 20 per cent for central societies, subject to the applicable
provisions.

1.4.3.10 Kerala Co-operative Societies (Amendment) Act, 2000

The 2000 Amendment introduced several important institutional reforms. The
following are the reforms introduced:

It permitted local self-government institutions to become members of co-operative
societies. It also introduced mechanisms such as the Deposit Guarantee Scheme,
Consortium Lending Scheme and Co-operative Development and Welfare Fund.

An independent Co-operative Election Commission was®also established. The
government introduced separate Audit and Vigildnce Wings ‘and a Co-operative
Examination Board to strengthen transparency, ‘stpervision, and professional
administration.

1.4.3.11 Kerala Co-operative Societies (Amendment) Act, 2002

The 2002 Amendment introducedsehanges,relatingto District Co-operative Banks,
voting rights, election and remeVval of committee office-bearers.

It also introduced a Self-Financing Pension Scheme, thereby strengthening employee
welfare in co-operative institutions.

1.4.4 Kerala Co-operative Societies (Amendment) Act, 2010

The Kerala Co-operative So€ieties (Amendment) Act, 2010 was an important step
towards modernising thépeo-operative legal framework in Kerala. The amendment
responded to the changing economic, technological and social environment in which
co-operative societies operated.

The amendment emphasised democratic functioning, autonomy, self-management,
transparency, and accountability. It also recognised the importance of scientific and
technological development and professional management in the modern co-operative
sector.

1.4.4.1 Objectives of the 2010 Amendment
The major objectives of the 2010 Amendment were:

¢ To strengthen democratic functioning.
¢ To encourage greater participation of members.

¢ To promote autonomous and self-managed co-operative institutions.
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To encourage scientific and technological development.
To promote professional management.
To improve transparency and accountability.

To establish an effective grievance redressal mechanism.

S OO O

To strengthen the audit system.

¢ To improve financial accountability.

1.4.4.2 Revision of the Preamble

One important feature of the 2010 Amendment was the revision of the Preamble of
the Kerala Co-operative Societies Act, 1969.

The revised Preamble emphasised that co-operative societies should function as
democratic and autonomous institutions based on recognised co-operative principles.

It also recognised the wider role of co-operative societies int

¢ Scientific and technological development
¢ Healthcare

¢ Market intervention

¢ Excellence in management

The revision reflected the changing role of co-operative institutions in economic and
social development.

1.4.4.3 Establishment of/the Co-gperative Ombudsman

A major institutional reform introdu¢ed through the 2010 Amendment was
establishing the Co-operative Ombudsman.

The Ombudsman provides an, independent mechanism for examining complaints
relating to co-operative societies. Members and other stakeholders can use this
mechanism to seek redressal of grievances.

The establishment of the Ombudsman strengthened:

¢ Transparency

¢ Accountability

¢ Member protection
¢ Grievance redressal
¢ Public confidence

Thus, the Ombudsman became an important mechanism for protecting members'
interests and improving administration.
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1.4.4.4 Strengthening of the Audit System
The 2010 Amendment strengthened provisions relating to co-operative audit.

The 2010 Amendment strengthened the Director of Co-operative Audit's
responsibilities to improve the quality and effectiveness of auditing. The audit process
helps examine the financial records and transactions of co-operative societies.

Effective auditing helps in:

¢ Detecting financial irregularities
Ensuring proper maintenance of accounts
Improving financial discipline

Protecting members and depositors

S OO O

Promoting transparency

¢ Improving financial stability

1.4.4.5 Strengthening Financial Accountability

The amendment gave greater importance to financiahaccountability in co-operative
institutions.

It sought to ensure systematic examifiation of financial transactions and timely
identification of irregularities. These measures were intended to reduce financial
mismanagement and promote responsible financial practices.

Strong financial accountability is pasticularly important because co-operative
societies manage members' savings, déposits, and other financial resources.
1.4.4.6 Improvement of Administfative Structure

The amendment, intreduced and revised certain statutory definitions and legal
terminology to reduce ambiguity in interpreting the Act.

Clearer definitions relating to institutions such as the Co-operative Ombudsman and
the Director of Co-operative Audit helped improve administrative efficiency and the
practical implementation of the legislation.

1.4.4.7 Promotion of Modern Co-operative Development

The 2010 Amendment recognised that co-operative societies should adapt to modern
developments.

It encouraged co-operative institutions to contribute to:

¢ Scientific and technological progress
¢ Healthcare

0  Market intervention
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¢ Professional management

These provisions reflected the expanding role of co-operative societies in modern
economic and social development.

1.4.4.8 Significance of the 2010 Amendment

The 2010 Amendment marked an important stage in modernising co-operative
legislation in Kerala.

The establishment of the Co-operative Ombudsman strengthened grievance redressal,
while auditing reforms improved financial accountability. The revised Preamble
reinforced the democratic and autonomous character of co-operative societies.

Overall, the amendment aimed to make co-operative institutions more transparent,
accountable, professionally managed and responsive to their members.

1.4.5 Kerala Co-operative Societies (Amendment) Act, 2011

The 2011 Amendment introduced provisions mainly relatingto, employee welfare,
dispute resolution, and women's representation.

1.4.5.1 Employee Welfare

The amendment provided for the Kerala State Co-operative Employees Welfare
Fund and Welfare Board. This strengthened,welfare measures for employees working
in co-operative institutions.

1.4.5.2 Co-operative Arbitration Court

The amendment al§o introduced changes to the functioning of the Co-operative
Arbitration Court, strengthening the mechanism for settling disputes.

1.4.5.3 Women's Represenfation

The amendment reviséd provisions relating to the representation of women members
in managing committees, thereby promoting wider participation in the management of
co-operative societies.

1.4.6 Kerala Co-operative Societies (Amendment) Act, 2013

The Kerala Co-operative Societies (Amendment) Act, 2013 was another important
stage in the modernisation of co-operative legislation. It sought to strengthen democratic
governance, financial accountability, professional management and transparency in
co-operative societies.

The amendment also sought to reflect constitutional principles concerning the
democratic, autonomous and member-oriented character of co-operative societies.
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1.4.6.1 Objectives of the 2013 Amendment

The major objectives were:

¢ To strengthen democratic management.

To promote member participation.

To improve transparency and accountability.
To strengthen financial discipline.

To improve auditing and financial supervision.
To clarify statutory definitions.

To clearly define executive responsibilities.

(Sl v A v R IR IR el

To promote professional management.

¢ To strengthen the autonomy of co-operative societies.

1.4.6.2 Introduction of New Definitions
The amendment introduced or revised important statutory definitions.

Assisted Society refers to a co-operative society receiving specified forms of financial
assistance from the Government.

Auditing of Accounts refers to the systematic examination of the financial transactions,
books, records and other relevant affairs of a co-operative society.

Chief Executive refers to thegerson responsibléfor the day-to-day administration of
the co-operative society, irrespective ofdhe designation used.

These definitions helped reduce ambiguity and supported uniform interpretation of
the Act.

1.4.6.3 Strengthenifg Financial Accountability

The 2013 Amendment, stiéngthened provisions relating to financial accountability
and auditing.

The audit process was intended to ensure proper examination of accounts and
financial transactions and to identify irregularities early.

Effective auditing helps protect the interests of members and improves financial
discipline within co-operative institutions.

1.4.6.4 Improved Governance

The amendment strengthened governance by clearly defining the responsibilities of
the Chief Executive.

A clearly defined executive role helps improve day-to-day administration and
establishes accountability between the managing committee and the executive

administration.
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This contributed to more professional and efficient management of co-operative
societies.

1.4.6.5 Democratic Functioning
The 2013 Amendment reaffirmed the democratic character of co-operative societies.
It emphasised:

¢ Democratic elections
Member participation
Accountability of managing committees

Autonomous functioning

S OO O

Professional management
¢ Transparency

These principles help ensure that co-operative societies femain member-oriented
organisations.

1.4.6.6 Alignment with Constitutional Principles

The 2013 Amendment was associated with the constitutional principles concerning
co-operative societies introduced through the Constitution(Ninety-seventh Amendment)
Act, 2011.

The constitutional approach gmphasised the demiocratic, autonomous, and member-
driven character of co-operative societi€s, along with regular elections, professional
management, transparency, and accountability.

The amendment setight to strengthenthese principles within the Kerala co-operative
legal framework.

1.4.6.7 Significance of the2Z013 Amendment

The 2013 Amendment strengthened the legal framework by improving democratic
governance, financial accountability, auditing and professional administration.

Clarifying statutory definitions improved interpretation of the Act, while strengthened
auditing provisions promoted financial discipline. Clearer responsibilities for the Chief
Executive also supported efficient administration.

Thus, the amendment helped make co-operative institutions more democratic,
transparent, accountable, and professionally managed.

1.4.7 Kerala Co-operative Societies (Amendment) Act, 2019

The 2019 Amendment introduced important reforms in the co-operative banking
sector.
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1.4.7.1 Restructuring of Co-operative Banking

A major objective was to facilitate the restructuring of the State's co-operative
banking system and the formation of Kerala Bank.

1.4.7.2 Major Areas of Reform
The amendment dealt with:

¢ Amalgamation of co-operative banks
Transfer of assets and liabilities
District Co-operative Banks
Membership

Management

Appointment of administrators

S OO

Recovery of loans and other dues
¢ Employees and transitional arrangements

The amendment therefore marked an important development in restructuring Kerala's
co-operative banking sector.

1.4.8 Kerala Co-operative Societies (Amendment) Act, 2022

The 2022 Amendment introdueedya change relating to the concept of an active
member.

1.4.8.1 Change Relating\to Active Member

The amendment €xtended the relevant period under the applicable provision from
two years to three years.

This change was intended to provide greater continuity in determining active member
status and to address pragtieal issues relating to membership.

1.4.8.2 Retrospective Effect

The amendment was given retrospective effect from 13 January 2022, subject to the
provisions of the amending legislation.

1.4.9 Kerala Co-operative Societies (Amendment) Act, 2023

The 2023 Amendment represented another stage in the modernisation of co-operative
legislation.
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1.4.9.1 Major Areas of Reform
The amendment focused on areas such as:

¢ Governance

¢ Auditing

0 Transparency

0 Digital administration
¢ Accountability

The amendment reflected the growing importance of technology and computerised
systems in administering co-operative societies.

1.4.10 Overall Development of Amendments

The amendment history of the Kerala Co-operative Societies Act, 1969 shows a
gradual transformation of the co-operative legal framework.

The early amendments mainly concentrated on membership, managing committees,
tenure, elections and administrative control.

Later amendments increasingly focused onfinancial accountability, auditing, dispute
resolution, employee welfare, and institutional governance.

The 2010 Amendment placed particular.emphasis on democratic and autonomous
functioning, grievance redressal, auditing, andsmoderfi management.

The 2013 Amendment further stréngthened democratic governance, financial
accountability, professional administration and the role of the Chief Executive.

Subsequent amendments addressed.ce*operative banking restructuring, membership
requirements, digital administration, and accountability.

Thus, the amendments reflect the continuous adaptation of co-operative legislation
to the changing needs of society and the co-operative sector.
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1.4.11 Summary of Major Amendments

Table 1.4.1 Summary Major Amendments

Year Major Area

1971  Disqualification, managing committees and tenure

1974  Reservation, committee tenure and Registrar's powers

1986  Government nomination, election qualifications, audit and surcharge

1987  Committee tenure, membership and supersession

1988  Liquidation and Co-operative Tribunal

1992  Administrator and committee tenure

1993  Continuity of administration

1995  Committee tenure, disqualification and supersession

1997  Arbitration Court, membership, voting and dividend

2000  Election Commission, audit, vigilance and finangial protection

2002  District Co-operative Banks, voting, office-bearers‘and pension

2010  Democratic autonomy, Ombudsman, audit.and modern management

2011  Employee welfare, Arbitration Court.and women's representation

2013  Democratic governance, financial aceountability and professional
administration

2019  Co-operative banking restructuring and Kerala Bank

2022  Active member proyision

2023  Governance, audit, transparéney,and digital administration

1.4.12 Importance’of Amendments in Co-operative Legisla-
tion

The amendments to the Kerala Co-operative Societies Act have played an important
role in strengthening the co-eperative sector.

1.4.12.1 Strengthening Democratic Governance

The amendments have improved provisions relating to elections, managing
committees, membership and member participation.

1.4.12.2 Improving Financial Accountability

Changes relating to auditing, financial supervision and surcharge have strengthened
financial discipline.

1.4.12.3 Protecting Members

Grievance redressal mechanisms and improvements in membership and voting
provisions have strengthened the protection of members' interests.
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1.4.12.4 Promoting Professional Management

The amendments have increasingly recognised the need for professional
administration and clearly defined executive responsibilities.

1.4.12.5 Strengthening Dispute Resolution

The establishment of the Co-operative Tribunal and Co-operative Arbitration Court
strengthened mechanisms for handling disputes and appeals.

1.4.12.6 Promoting Employee Welfare

Welfare and pension-related provisions have contributed to employees' social
security and welfare in the co-operative sector.

1.4.12.7 Modernising Co-operative Institutions

Later amendments have recognised the importance of technology, digital administra-
tion, modern management, and institutional restructuring.

The Kerala Co-operative Societies Act, 1969 has‘developed continuously through
a series of amendments introduced in responsestosthe changing néeds of the co-oper-
ative sector. The earlier amendments concéntrated mainly on‘membership, managing
committees, elections and administration; while subsequent amendments increasingly
addressed financial accountability, auditing, dispute settlement, employee welfare and
professional management.

The 2010 Amendment marked an important step towards modernising the co-oper-
ative sector through democratic autonomy, grievance redressal, stronger auditing and
modern management. The 2013*Amendment further strengthened democratic govern-
ance, financial accountability, professiofal administration and transparency.

The later amendmentsiextended the legal framework to address co-operative banking
restructuring, active membership, digital administration and accountability. Therefore,
the amendment history ofithe’Kerala Co-operative Societies Act demonstrates the con-
tinuous development of co-operative legislation in response to the changing economic,
social, technological and institutional environment.

Recap

O The Kerala Co-operative Societies Act, 1969 has been amended several
times to strengthen democratic governance, financial accountability,
member protection and professional management.

¢ The major amendments from 1971 to 2002 mainly dealt with managing
committees, membership, elections, reservation, audit, Registrar’s
powers, dispute settlement and co-operative banking.
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¢ The 1971 and 1974 amendments strengthened provisions relating to
disqualification, constitution and tenure of managing committees, while
also providing reservation for SC/ST communities.

¢ The 1986, 1987 and 1988 amendments introduced further changes
in government nomination, election qualifications, audit, surcharge,
committee tenure, supersession, liquidation and the Co-operative
Tribunal.

O The 1992, 1993, 1995 and 1997 amendments improved provisions
relating to administrators, managing committees, disqualification,
dispute settlement, the Co-operative Arbitration Court, voting rights and
co-operative banking.

¢ The 2000 and 2002 amendments introduced important institutional and
financial measures such as the Deposit Guarantee Scheme, Co-operative
Development and Welfare Fund, Election Cemmission, Audit and
Vigilance Wings, Co-operative Examination Boatrd,and pension-related
provisions.

¢ The2010amendment was a major step towards modernising co-operatives
by emphasising autonomy, democratic_selfsmanagement, professional
administration, scientific and technologicabdevelopment, improved audit
and financial accountability.

¢ The 2011 amendment strengthened employee welfare, introduced
welfare-related institutiofial arrangements; strengthened the Arbitration
Court and providedigreater emphasis on women’s representation.

¢ The 2013 amendment sought to align co-operative legislation with
constitutional  prineiples relating to co-operative societies and
strengthefied democratie funétioning, auditing, financial accountability,
member participation, autonomy and professional management.

O The 2019572022 and 2023 amendments continued the modernisation
of co-operative legislation through co-operative banking restructuring,
active menbership provisions, improved governance, auditing,
transparency, digital administration and accountability, showing the
continuous evolution of Kerala's co-operative legal framework.

Objective Questions

1.  Which Amendment Act introduced reservation of seats for Scheduled
Castes and Scheduled Tribes in managing committees?.

2. Which Amendment established the Co-operative Tribunal?

Which Amendment introduced the Co-operative Arbitration Court?.
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4.  Which Amendment created the Co-operative Election Commission?
Which Amendment established the Co-operative Ombudsman?

6. The Kerala Co-operative Societies (Amendment) Act, 2013 was enacted
to implement the principles of which Constitutional Amendment?

Which Amendment facilitated the establishment of Kerala Bank?

Under the Kerala Co-operative Societies (Amendment) Act, 2022, the
period for an "active member" was extended from two years to how many
years?

9. Which Amendment introduced statutory recognition of IT audits and
digital governance in co-operative societies?

1. The Kerala Co-operative Societies (Amendment) Act, 1974
The Kerala Co-operative Societies(Amendment)Act,4988.

Answer: The Kerala Co-operative Societies) (Second Amendment) Act,
1997

The Kerala Co-operative Societiesi(Amendment) Act, 2000.
The Kerala Co-operative Societies (Amendment) Act, 2010.
The Constitution (Ninety-séventh Amendment) Act, 2011.

(8]

The Kerala Co=operative Societies (Amendment) Act, 2019.
Three years.

The Keralag€o-operative Societies (Amendment) Act, 2023 (Act 9 of
2024)

2 e =l T gs

Self-Assessment Questions

1. What were the main objectives of the Kerala Co-operative Societies
(Amendment) Act, 19717

2. How did the Kerala Co-operative Societies (Amendment) Act, 1988
strengthen the dispute resolution mechanism?

3. What major institutional reforms were introduced by the Kerala
Co-operative Societies (Amendment) Act, 2000?
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4. Discuss the significance of the Co-operative Ombudsman introduced under
the Kerala Co-operative Societies (Amendment) Act, 2010.

5.  What measures were introduced by the Kerala Co-operative Societies
(Amendment) Act, 2010 to strengthen financial accountability and
auditing?

6. How did the Kerala Co-operative Societies (Amendment) Act, 2013 align
the Act with the Constitution (Ninety-seventh Amendment) Act, 20117

7. Explain the major features of the Kerala Co-operative Societies
(Amendment) Act, 2019.

8.  What changes were introduced by the Kerala Co-operative Societies
(Amendment) Act, 2022 regarding the definition of an active member?

9. What are the objectives of the Kerala Co-operative Societies (Amendment)
Act, 20237

10. How have the various amendments to the Kerala®Ce-operative Societies
Act, 1969 contributed to the growth and modernisation of the co-operative
movement in Kerala?

1. Discuss the evolution of thedKerala Co-operative Societies Act, 1969
through its major amendments from 1971 to 2023.

2. Examine theamajor reforms intreduced by the Kerala Co-operative Socie-
ties (Amendment) Act, 2010%and evaluate their significance in strengthen-
ing the co-operative movement in Kerala.

3. Analyse the objectives, important features, and significance of the Kerala
Co-operative Societies (Amendment) Act, 2013.

4. Explain the salient features of the Kerala Co-operative Societies (Amend-
ment) Act, 2019. How did it facilitate the establishment of Kerala Bank
and reform the co-operative banking sector?

5. Critically evaluate the impact of the Kerala Co-operative Societies (Amend-
ment) Acts of 2022 and 2023 on governance, auditing, transparency, digital
administration, and the functioning of co-operative societies in Kerala
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Unit ﬁ
The Kerala Co-operative Societies
Act, 1969 (Act 21 of 1969)

Learning Outcomes

After completing this unit, the learner will be able to:

¢ Explain the objectives and significance of the Preamble
of the Kerala Co-operative Societies Act, 1969.

¢ Describe the role of co-opetative societies as self-
governing democratic institutionsyin promoting equity,
social justice and economic development.

¢ Identify and explain the important definitions provided
under Section 240fithe Kerala Co-operative Societies
Act, 1969.

¢ Differentiate between important types of co-operative
societies and key statutory terms defined under the
Acti

Prerequisite

(A well-known example from Kerala’s co-operative sector is
the growth of Uralungal Labour Contract Co-operative Soci-
ety AWECCS), which began in 1924 when a group of labourers
joined together to obtain work and improve their economic con-
ditions. By working collectively, members secured contracts,
created employment, and gradually developed the society into
a major co-operative institution. As these societies grew in size
and activity, clear rules became necessary for membership,
management, elections, accounts, disputes, and government
supervision. This need for an organised legal framework led
to the development of laws governing co-operative societies in
Kerala, including the Kerala Co-operative Societies Act, 1969.
The Act’s Preamble sets out its broad objectives, while its defi-
nitions clarify the terms and institutions used in the Act.
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Orderly Development, Co-Operative Principles, Self-Governing Institutions, Dem-
ocratic Institutions, Scientific and Technological Development, Health Care, Market
Intervention, Management Excellence. Etc.

Discussion

Co-operative societies play an important role in promoting collective effort,
democratic participation and economic development among their members. In Kerala,
the co-operative movement has developed into a strong institutional network covering
areas such as agriculture, banking, credit, marketing, consumer services and rural
development. To regulate the formation, functioning, management and supervision
of co-operative societies in the State, the Kerala Co-opefative Societies Act, 1969
(Act 21 of 1969) was enacted. The Act provides the legal framework within which
co-operative societies operate and establishes principles of demogcratic management,
accountability, member participation, and effective yadministration. The Preamble
explains the legislation's broad objectives and_purpose, while Sgetion 2 defines key
terms used throughout the Act. Understandifig the Preamblerand these key definitions
is therefore essential for developing a cléar understanding of the legal structure and
functioning of co-operative societies in Kerala.

2.1.1 Kerala Co-operative Societies’Act 1969

The co-operative movement playstan important role in the economic and social
developmentofKerala. Co-operative societi€s operate in various areas such as agricultural
credit, banking, marketing, housing,eensumer activities, dairy development, production
and welfare activities. To_provide a proper legal framework for the establishment and
functioning of these so€ieties, the Kerala Co-operative Societies Act, 1969 (Act 21 of
1969) was enacted.

The main objective of the Act is to consolidate, amend and unify the laws relating to
co-operative societies in the State of Kerala. The Act provides provisions relating to the
registration, membership, management, administration, supervision, audit and general
functioning of co-operative societies.

The Preamble explains the basic philosophy and objectives behind the legislation.
Section 2 contains important definitions of terms used in the Act. Understanding the
Preamble and these definitions is essential to understanding the legal framework of the
co-operative sector in Kerala.

2.1.1.1 Preamble of the Kerala Co-operative Societies Act, 1969

The Preamble expresses the purpose and legislative philosophy of the Kerala
Co-operative Societies Act, 1969. It states that the Act is intended to ensure the orderly
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development of the co-operative sector in the State by organising co-operative societies
in accordance with co-operative principles and as self-governing democratic institutions.

The Preamble seeks to achieve the objectives of:

Equity

Social justice

Economic development

Scientific and technological development
Health care

Market intervention

Ao

Management excellence in the co-operative sector

It also emphasises the need to consolidate, amend and unify the laws relating to
co-operative societies in Kerala.

2.1.1.2 Text of the Preamble
The Preamble provides:

“WHEREAS with a view to provide for the®rderly. development of the Co-operative
sector in the State, it is essential to organize the Co-operative Societies in accordance
with Co-operative principles as self governing demaoecratic institutions, to achieve
the objects of equity, social justice and eécenomic deyelopment, as envisaged in the
directive principles of State Policyofthe Constitution®©f India, and to promote scientific
and technological development, health £are, market intervention and management
excellence in the Co-operative Sectorgit is expedient to consolidate, amend and unify
the law relating to Co-operative\societies in the State.”

The Preamble thércefore providesthe basic direction for understanding the objectives
and purpose of the Act.

2.1.2 Significance of the Preamble

The Preamble is significant because it explains the purpose for which the Kerala
Co-operative Societies Act was enacted. It provides an overall understanding of the
policy, philosophy and objectives of co-operative legislation in Kerala.

2.1.2.1 Orderly Development of the Co-operative Sector

One of the Act's primary objectives is the orderly development of the co-operative
sector in Kerala. The Act provides a common legal framework for establishing and
running co-operative societies. Co-operative societies operate in several areas, including:

1. Agriculture
2. Credit
3. Banking
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Marketing
Housing
Production

Consumer activities

® Nk

Dairy development

The Act facilitates the systematic development and proper functioning of co-operative
institutions in these areas.

2.1.2.2 Promotion of Co-operative Principles

The Preamble requires co-operative societies to function according to co-operative
principles. These principles provide the foundation for the democratic and member-
oriented functioning of co-operative societies. Co-operative principles promote:

1. Democratic participation

2. Member control

3. Mutual assistance

4. Equality among members

5. Service to members

6. Community welfare

Thus, the Act seeks to ensure that co-operative societies function according to the
basic values of co-operation.

2.1.2.3 Self-Governing Democrétic Institutions

The Preamble recognises co-operative societies as self-governing democratic
institutions. Membgrs participate in‘the affairs of the society through:
1. General bodymeetings
2. Elections
3. Voting
4. Decision-making
5. Participation in the management of the society

The management of a co-operative society is expected to remain accountable to its
members.

2.1.2.4 Promotion of Equity

The Preamble identifies equity as one of the important objectives of co-operative
institutions.

Co-operative societies seek to provide fair opportunities to members and promote
equitable participation in their activities. The co-operative model is based on mutual
assistance rather than exploitation.
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Equity helps to ensure that the benefits of co-operative activities are fairly distributed
among members.

2.1.2.5 Promotion of Social Justice

The Preamble emphasises social justice. Co-operative societies can provide economic
and social support to different sections of society. They can particularly benefit:

1
2
3.
4.
5
6

Small farmers

Small producers

Workers

Consumers

Economically weaker sections

Persons requiring institutional credit

Through these activities, co-operatives contribute to ificlusive development and
social welfare.

2.1.2.6 Promotion of Economic Developméng

Co-operative societies contribute to ecodomic. development by mobilising their
members' savings, resources, and efforts. They support activities such as:

Ao

Agricultural development
Credit facilities
Production

Marketing

Distribution

Employment generation

Rural development

Therefore, the co-operative sector contributes significantly to the economic
development of Kerala.

2.1.2.7 Constitutional Significance

The objectives of the Preamble are connected with the Directive Principles of State
Policy contained in the Constitution of India.

The Preamble therefore reflects broader constitutional objectives such as:
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Social welfare
Economic justice
Equality

Democratic participation

Inclusive development
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The co-operative sector can therefore contribute towards achieving wider social and
economic objectives.

2.1.2.8 Scientific and Technological Development

The Preamble recognises the importance of scientific and technological development
in the modern co-operative sector. The use of technology can improve:

1
2
3.
4.
5
6

Banking services
Accounting systems
Member services
Record management
Digital transactions

Administrative efficiency

Thus, the Act recognises the need for modern and technélegy-oriented co-operative
institutions.

2.1.2.9 Promotion of Health Care

The Preamble includes health care among the areas that may be promoted through
the co-operative sector. Co-operative ifstitutions cam undertake welfare-oriented
activities and provide services that contribute to the well-being of their members and
the community.

2.1.2.10 Market Intervention

Co-operative societies can play an important role in market intervention, particularly
in relation to agricultéral and consmmerproducts. Market intervention may help in:

1
2.
3.
4
5

Marketing agricultuiral products
Supporting producers

Improving distribution

Reducing exploitation by intermediaries

Providing goods and services to consumers

For example, a marketing co-operative can help farmers obtain better market access
for their products.

2.1.2.11 Management Excellence

The Preamble emphasises management excellence in the co-operative sector.

Efficient management is necessary for:

1.
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3.
4.
5
6

Effective administration
Better member services
Accountability

Sustainable development

Professional and efficient management strengthens the performance of co-operative
societies.

2.1.2.12 Consolidation and Unification of Co-operative Law

The Act seeks to consolidate, amend and unify the law relating to co-operative
societies in Kerala. It provides a legal framework covering important aspects such as:

S A o

Registration
Membership
Management
Administration
Supervision

Audit

Dispute settlement

General functioning

This helps to maintain a common legal‘ftamework for co-operative societies in the

State.

2.1.2.13 Amendments to the Preamble

Amendments to thé Preamblereflect.the changing requirements of the co-operative
sector. Act 1 of 2000 introdueed,the concept of co-operative societies as self-governing
democratic institutions:

Act 7 of 2010 expanded the objectives of the Preamble by incorporating areas such

as:

1
2.
3.
4
5

Scientific development
Technological development
Health care

Market intervention

Management excellence

These amendments reflect the changing role and requirements of co-operative
institutions in the modern economy.

2.1.2.14 Preamble as an Aid to Interpretation

The Preamble can help clarify the object, purpose, and legislative policy of the Act.
When a provision of the Act is unclear or ambiguous, the Preamble may be con

si to
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understand the intention behind the legislation. However, the Preamble cannot override
a clear provision of the Act. Where the wording of a statutory provision is clear, the
provision itself will prevail.

2.1.2.15 Overall Significance of the Preamble

The Preamble provides the philosophical foundation of the Kerala Co-operative
Societies Act, 1969. It presents co-operatives as democratic and self-governing
institutions intended to promote:

Orderly development

Democratic governance
Self-government

Equity

Social justice

Economic development

Scientific and technological development

Health care

Y 0 N kA WD =

Market intervention
10. Management excellence
2.1.3 Important Definitions under Section 2

Section 2 of the Kerala Co-operative, Socicties Act, 1969 contains important
definitions of terms used throughout the Act. These definitions provide specific
meanings to important legal and administrative terms.

2.1.3.1 Apex So€iety — Seetion 2(a)
An Apex Society means a society:

1. Having the whole'6f Kerala as its area of operation;
2. Having only other societies with similar objects as its members; and
3. Declared as an apex society by the Registrar.

An apex society generally occupies the highest level in the structure of co-operative
institutions within the State.

2.1.3.2 Assisted Society — Section 2(aa)

An Assisted Society means a co-operative society which has received assistance
from the Government in the form of:

1. Share capital
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2. Loan

3. Grant

4. Other financial assistance

5. Government guarantee for repayment of loans, interest or deposits

Thus, Government financial support is an important feature of an assisted society.

2.1.3.3 Auditing of Accounts of Co-operative Societies — Section 2(ab)

Auditing the accounts of co-operative societies means a detailed examination of a
society's financial transactions, overdue debts, books of account, documents, and other
business records.

It includes:

Examination of financial transactions
Verification of books of accounts
Examination of documents
Examination of overdue debts
Preparation of an audit report
Inquiry into the affairs of the society

Examination of subsidiary institutions

*® NN kWD

Assessment of the correctness.of acecounts

The audit also considers thefextent to which the activities of the society promote the
economic welfare of members in accordance with co-operative principles.

2.1.3.4 Anand Patfern MillgC o-operative Society — Section 2(ac)

An Anand Pattern Milk’'Co-operative Society means a Primary Dairy Co-operative
Society, also known as Ksheerolpadaka Sahakarana Sangam, registered on or after 1
January 1980 and functioning@ccording to the Anand Pattern model bye-laws.

1. Its principal activities include:

2. Procuring milk

3. Marketing milk and milk products

4

Supplying marketable surplus to the Regional Co-operative Milk Producers'
Union

5. Providing inputs to dairy farmers within its area of operation

2.1.3.5 Administrative Audit — Section 2(ad)

Administrative Audit means a detailed assessment of the affairs of a co-operative
society.

It covers:
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Constitution of the society
Management
Establishment

Records

Internal controls
Compliance

Performance

© NN kWD =

Information technology systems

An administrative audit therefore examines not only financial matters but also the
society's overall administrative functioning.

2.1.3.6 Common Software for Primary Agricultural Credit Societies —
Section 2(db)

Common Software for Primary Agricultural Credit Socicties means a centralised
software solution covering the complete day-to-dayfunctions of Primary Agricultural
Credit Societies.

The use of common software helps impreve efficiency, standardisation, and digital
management of primary agricultural credit activities.

2.1.3.7 Consortium — Section 2(dc)

A Consortium means a formal association of co-operative societies formed around a
common objective.

It may be established for:

1. Raising funds

2. Providing finaneial assistance
3. Establishing a new_entity
4

Undertaking activities for a public purpose

The formation of such a consortium requires approval from the State Government,
wherever required by law.

2.1.3.8 Bye-laws — Section 2(b)

Bye-laws mean the registered bye-laws of a co-operative society which are in force
at the relevant time. Bye-laws provide detailed rules relating to the internal functioning,
administration and management of the society.

2.1.3.9 Circle Co-operative Union — Section 2(c)

A Circle Co-operative Union means a Circle Co-operative Union constituted under
Section 88 of the Act.
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2.1.3.10 Central Society — Section 2(d)
A Central Society means a society:

1. Having jurisdiction over one or more Revenue Districts but not the whole State;
2. Having only other societies as members; and

3. Declared as a central society by the Registrar or Government.

2.1.3.11 Chief Executive — Section 2(da)

A Chief Executive means an employee of a co-operative society, irrespective of
designation, who performs the functions of a chief executive under the Act, Rules or
bye-laws.

The definition may also include a government officer or an employee of another
institution or co-operative society who performs such functions.

2.1.3.12 Committee — Section 2(e)

Committee means the governing body of a co-op@rative society, by whatever name
it is called, to which the management of the affairs of the society is entrusted. The
Committee is therefore responsible for the overalllmanagement.and administration of
the society.

2.1.3.13 Co-operative Arbitration Court — Sg€tion 2(ea)

Co-operative Arbitration Court means a court constituted under Section 70A of the
Act. It deals with matters assigned to itdinder the relevant provisions of the Act.

2.1.3.14 Consortiugiill.ending Schéme — Section 2(eb)

Consortium Lending Schémemeans the Consortium Lending Scheme framed under
Section 57C of the'A¢t:

2.1.3.15 Co-operative'Pevelopment and Welfare Fund — Section 2(ec)

Co-operative Development and Welfare Fund means the fund established under
Section 57A of the Act for purposes connected with the development and welfare of the
co-operative sector.

2.1.3.16 Co-operative Ombudsman — Section 2(ecc)

Co-operative Ombudsman means the person or persons appointed under Section
69A(2) to function as the Co-operative Ombudsman.

2.1.3.17 Co-operative Principles — Section 2(eccc)

Co-operative Principles means the co-operative principles specified in Schedule II to
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the Act. These principles provide the basic framework for the democratic and member-
oriented functioning of co-operative societies.

2.1.3.18 Co-operative Service Examination Board — Section 2(ed)

Co-operative Service Examination Board means the Co-operative Service
Examination Board constituted under Section 80B of the Act.

2.1.3.19 Co-operative Society or Society — Section 2(f)

A Co-operative Society or Society means a co-operative society registered or deemed
to be registered under the Kerala Co-operative Societies Act, 1969.

2.1.3.20 Co-operative Society with Limited Liability — Section 2(g)

A Co-operative Society with Limited Liability is a society in which the liability of
members for the debts of the society, upon winding up, is limited according to its bye-
laws.

The liability may be limited to:
2. The unpaid amount on the shares held by membets; or

The amount which members have undertaken to contribute to the assets of the
society.

2.1.3.21 Co-operative Society withWUnlimited'Liability — Section 2(h)

A Co-operative Society with Unlimited Liability 1s a society in which, upon winding
up, members are jointly and severally{liable for the obligations of the society and for
contributing towards any deficitiin its assets.

2.1.3.22 Deposif Guarantee Scheme — Section 2(ha)

Deposit Guarantee Scheme jneans the Deposit Guarantee Scheme framed under
Section 57B of the Act.

2.1.3.23 Director of Co-operative Audit — Section 2(hb)

Director of Co-operative Audit means the Director of Co-operative Audit appointed
under Section 63(1). It also includes an officer to whom the Government delegates all
or any of the Director's powers under Section 63(3).

2.1.3.24 Dispute — Section 2(i)
Dispute means any matter concerning the:

1. Business of a society
2. Constitution of a society

3. Establishment of a society
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4. Management of a society
which is capable of being the subject of litigation.

It also includes a claim relating to any amount payable to or by a society, whether or
not the claim is admitted.

2.1.3.25 District Co-operative Bank — Section 2(ia)

A District Co-operative Bank means a central society which formerly had jurisdiction
over one Revenue District and included Primary Agricultural Credit Societies and Urban
Co-operative Banks as members. The legal position concerning District Co-operative
Banks has changed following statutory transfer and amalgamation arrangements.
Therefore, students should understand this definition in the context of the relevant
amendments and statutory provisions.

2.1.3.26 Federal Co-operative Society — Section 2(ib)
A Federal Co-operative Society means a society:

Having more than one district as its area of Operation;

2. Having the Government, individuals_and other, co-opérative societies as
members; and

3. Subject to the statutory conditions relating to individual membership.

Individuals may not constitute more than 25 per cent of the membership, subject to the
statutory provisions applicable tefsocicties registered before the relevant amendment.

2.1.3.27 Financing Bank ~ Section2(j)
A Financing Bank means;a co-gperative society:

1. Having only other co=eperative societies as members; and

2. Whose prineipal object is to raise money and lend it to its members.

2.1.3.28 General BodygMeeting — Section 2(k)

General Body Meeting means a meeting of members who are entitled to vote in
the affairs of the society. The General Body Meeting is an important institution of
democratic participation in a co-operative society.

2.1.3.29 Member — Section 2(1)
A Member means:

1. A person who joins the application for registration of a co-operative society; or

2. A person admitted as a member after registration in accordance with the Act,

6 SGOU - SLM - BCom - Co-operative Legal System m

o g™
SREENARAYANAGURU
OPEN UNIVERSITY



3.

Rules and bye-laws.

The definition also includes a nominal member or associate member.

2.1.3.30 Miscellaneous Societies — Section 2(l1a)

Miscellaneous Societies means societies prescribed by the Rules which:

A o e

Accept deposits only from their members;

Do not accept deposits from nominal or associate members;

Undertake welfare-oriented business activities according to their bye-laws; and
Issue loans only to members,

subject to the conditions prescribed under the Act and Rules.

2.1.3.31 Nominal or Associate Member — Section 2(m)

A Nominal or Associate Member means a member who,has only those privileges
and rights, and is subject only to those liabilities, which are'specified in the bye-laws
of the society.

2.1.3.32 Officer — Section 2(n)

Officer includes:

AR SRR e

President
Vice-President
Chairman
Vice-Chairman
Secretary

Manager
Committee mémber
Treasurer

Liquidator

10. Administrator

Any other person empowered under the Rules or bye-laws to give directions
concerning the business of a co-operative society

2.1.3.33 Prescribed — Section 2(0)

Prescribed means prescribed by the Rules made under the Kerala Co-operative
Societies Act, 1969.
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2.1.3.34 Prescribed Period — Section 2(0a)

Prescribed Period means the period of limitation specified in Schedule III to the Act.

2.1.3.35 Primary Agricultural Credit Society — Section 2(oaa)

A Primary Agricultural Credit Society means a Service Co-operative Society,
Service Co-operative Bank, Farmers' Service Co-operative Bank or Rural Bank whose
principal object is to undertake agricultural credit activities and provide agricultural
loans and advances.

Its area of operation is generally confined to a:

1. Village
2. Panchayat
3. Municipality

subject to the relevant statutory provisions.

2.1.3.36 Primary Credit Society — Section 2(ob)

A Primary Credit Society means a society other.than an apex or géntral society whose
principal object is to raise funds for lending®o its members:

2.1.3.37 Primary Co-operative Agricultural and Rural Development
Bank — Section 2(oc)

A Primary Co-operative Agricultural@ndiRural Development Bank means a society
whose area of operation is confined to‘a taluk and whose principal object is to provide
long-term credit for agrieultural and rural dévelopment activities, subject to the statutory
conditions applicabléto such societiés:

2.1.3.38 Primaryi@e-operative Society — Section 2(od)
A Primary Co-operative Sogiety means a society having jurisdiction over:

1. An entire Revenue District; or
2. A specified area within a Revenue District

and having individuals and/or other co-operative societies as its members.

2.1.3.39 Registrar — Section 2(p)

Registrar means the Registrar of Co-operative Societies appointed under Section
3(1) of the Act. The term also includes any person on whom all or any of the powers of
the Registrar under the Act have been conferred.
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2.1.3.40 Rules — Section 2(q)

Rules means the Rules made under the Kerala Co-operative Societies Act, 1969.

2.1.3.41 Scheduled Castes — Section 2(qa)

Scheduled Castes means the Scheduled Castes in relation to Kerala as specified in
the Constitution (Scheduled Castes) Order, 1950.

2.1.3.42 Scheduled Tribes — Section 2(qb)

Scheduled Tribes means the Scheduled Tribes in relation to Kerala as specified in the
Constitution (Scheduled Tribes) Order, 1950.

2.1.3.43 Social Co-operative Societies — Section 2(qba)

Social Co-operative Societies means primary co-operative societies formed for the
welfare of particular social groups.

These may include societies formed for:

Differently abled persons
Aged persons

1

2

3. Transgender persons
4. Depressed persons
5

Mentally challenged perSons

Such societies aim to promote the sgcial'and economic welfare of their members.

2.1.3.44 Special Officer — Seetion2(qc)

A Special Officer means‘an officer not below the rank of Assistant Registrar appointed
by the Registrar for purposes specified under the Act.

The functions of a SpecialiOfficer may include:

1. Taking custody of the assets and liabilities of a society
2. Registering new societies
3. Constituting committees

4. Performing other functions provided under Section 28

2.1.3.45 State — Section 2(r)

State means the State of Kerala.
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2.1.3.46 State Co-operative Agricultural and Rural Development
Bank — Section 2(ra)

A State Co-operative Agricultural and Rural Development Bank means an apex
society having only Primary Co-operative Agricultural and Rural Development Banks
as its members and functioning under the relevant law governing such institutions.

2.1.3.47 State Co-operative Bank — Section 2(rb)

A State Co-operative Bank means an apex society having only District Co-operative
Banks as its members.

2.1.3.48 State Co-operative Election Commission — Section 2(rc)

State Co-operative Election Commission means the State Co-operative Election
Commission constituted under Section 28B of the Act.

2.1.3.49 State Co-operative Union — Section 2(s)

State Co-operative Union means the State Co-operative Union established under
Section 89 of the Act.

2.1.3.50 Tribunal — Section 2(t)

Tribunal means the Tribunal constituted under Section 81 of the Act.

2.1.3.51 Urban Co-operative Band— Section 2(ta)
An Urban Co-operative Bank means a society registered under the Act which:

¢ Has its ared of operation ifpurban areas;
¢ Carries on bankifig'business; and

¢ Has obtained the required licence from the Reserve Bank of India.

2.1.3.52 Urban Co-operative Societies — Section 2(taa)

Urban Co-operative Societies means co-operative societies whose principal object
is to undertake non-agricultural credit activities and raise funds for lending to their
members. Their area of operation is generally confined to a:

1. Municipality; or
2. Corporation

subject to the relevant statutory provisions.

2.1.3.53 Vigilance Officer — Section 2(tb)

Vigilance Officer means the Vigilance Officer appointed under Section 68A of the
Act.
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2.1.3.54 Youth Co-operative Societies — Section 2(v)

Youth Co-operative Societies means co-operative societies registered within one
district to promote entrepreneurship, new technology, innovation, and start-ups, and to
generate employment and income.

Their objectives include:

Promoting entrepreneurship
Encouraging new technology
Promoting innovation
Supporting start-ups
Generating employment

Generating income

A A S e

Promoting youth welfare

2.1.3.55 Year — Section 2(u)

Year means the period beginning on 1 April and ending on 31 March of the succeeding
year. Where a society or class of societies has obtained prior sanction from the Registrar
to prepare its accounts to another date, the4year means the period ending on the date
approved by the Registrar.

Table 2.1.4 Impertant Definitions

Term Meaning

Apex Society Society having the whole of Kerala as its area of operation and
having other societies as members

Assisted Society, Societyreceiving financial or other assistance from the
Government

Bye-laws Registéred rules governing the internal functioning of a
society

Committee Governing body entrusted with the management of the society

Co-operative Principles specified in Schedule 11

Principles

Co-operative Society registered or deemed to be registered under the Act

Society

Dispute Matter relating to the business, constitution, establishment or

management of a society capable of litigation

Financing Bank Society whose principal object is to raise money and lend it to
members
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General Body Meeting of members entitled to vote in the affairs of the
Meeting society

Member Person admitted to membership according to the Act, Rules
and bye-laws

Officer Person holding a position responsible for management or
administration

Prescribed Prescribed by the Rules

Registrar Registrar of Co-operative Societies appointed under Section 3

Rules Rules made under the Act

State Co-operative  Union established under Section 89
Union

Tribunal Tribunal constituted under Section 81

Urban Co-operative Urban co-operative society carrying on banking business with
Bank the required RBI licence

Year Normally the period from 1 Aprilt0,31 March

The Kerala Co-operative Societies Act, 1969 provides the legal framework for the
organisation and functioning of co-operative societies in Kerala. The Preamble explains
the philosophy and objectives of thedegislation. It emphasises the orderly development
of the co-operative sector and the organisation of'éo-operative societies as self-govern-
ing democratic institutions.

The major objectivessteflected in the Pteamble include equity, social justice, eco-
nomic development{ scientific anditechnological development, health care, market
intervention and management excellence. The Preamble also highlights the importance
of consolidating, ameénding and/unifying the law relating to co-operative societies in
Kerala.

Section 2 provides key definitions necessary to understand the Act. Terms such as
Apex Society, Assisted Society, Bye-laws, Committee, Co-operative Society, Member,
Registrar, Financing Bank, Primary Agricultural Credit Society, Urban Co-operative
Bank and State Co-operative Union have specific statutory meanings.

Therefore, a proper understanding of the Preamble and important definitions pro-
vides a strong foundation for studying the other provisions of the Kerala Co-operative
Societies Act, 1969.
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Recap

10.

The Kerala Co-operative Societies Act, 1969 (Act 21 of 1969) provides
the legal framework for co-operative societies in Kerala.

The Act aims to consolidate, amend and standardise the laws relating to
co-operative societies in the State.

It promotes the development of co-operatives as democratic and self-gov-
erning institutions.

The Preamble highlights objectives such as equity, social justice and eco-
nomic progress.

It also recognises the importance of scientific and technological develop-
ment, health care, market intervention and management excellence.

The Preamble reflects the principles of democratic participation, member
control, fairness and social welfare.

Co-operative societies support weaker seetions and promote activities
such as agriculture, credit, productiongmarketing and employment.

The Preamble has constitutional‘and interpretative significance, particu-
larly in relation to the Directive Principles of State Policy.

Section 2 provides important definitions such as Member, Committee,
Co-operative SocietyBye-laws, DisputegRegistrar and Financing Bank,
which help in understanding the Act.

In simple terms, the Preamble explains the purpose and philosophy of the
Act, while Se¢tion 2'explains th€ important terms used in the Act.

Objective Questions

=oey Boogs 9 e

Which of the following is an objective mentioned in the Preamble of the
Act?

An Apex Society operates over:

Which section defines an “Assisted Society”?

The internal rules of a co-operative society are known as:
Under Section 2(e), a “Committee” means:

A “Dispute” under Section 2(i) includes a matter touching the:
Who is appointed under Section 3(1) of the Act?
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Social justice
The whole State of Kerala

Section 2(aa)

Bye-laws

Governing body entrusted with the management of the society.
Business, constitution, establishment or management of a society

Registrar of Co-operative Societies

Self-Assessment Questions

Explain the objectives and significance to the Kerala

Co-operative Societies Act, 1969.

Discuss how co-operative societig
nomic development.

al justice and eco-

Explain the constitutional signif eamble and its role in the

interpretation of the Ac

1969? Explain.

Define the i Section 2 of the Kerala Co-operative
Societies
Explain g and significance of any five important definitions
under Sec
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Assignments

1. Examine the objectives and importance of the Preamble to the Kerala
Co-operative Societies Act, 1969.

2. Evaluate the contribution of co-operative societies towards achieving
equity, social justice and economic development in Kerala.

3. Discuss how the Preamble assists in interpreting the provisions of the Act
and explain the limitations of its interpretative role.

4. Explain the importance of democratic functioning and self-governance in
co-operative societies.

5. Examine the significant definitions contained in Section 2 of the Kerala
Co-operative Societies Act, 1969, with particular reference to Apex Soci-
ety, Assisted Society, Central Society, Committee'and Chief Executive.

6. Explain the meaning and legal importance of the terms €o-operative Soci-
ety, Co-operative Principles, Dispute, Meémber, Nominal or Associate
Member and Registrar as defined under Section,2 of the Act.
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1. Government of Kerala. (1969). Kerala Co-operative Societies Act, 1969
(Act 21 of 1969). Department of Co-operation.

2.  Governmenit of Kerala:(1969)f Kerala Co-operative Societies Rules, 1969
(S.R.O. No. 206/69)8Government of Kerala.

3.  Mohanan;"PiN. (2004). Co-operative societies laws in Kerala (12th ed.).
Swamy Law House.

4. Gangadharan, A. (1982). Gangadharan on the Kerala Co-operative Socie-
ties Act, 1969 (7th ed.). A.G. Publications.

1. Bedi, R. D. (1987). Theory, history and practice of co-operation. Loyal
Book Depot.

2. Calvert, H. (1959). The law and principles of co-operation. Thacker Spink
& Co.

3. Government of India. (2002). Multi-State Co-operative Societies Act,
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4. Nainta, R. (1999). The law of co-operative societies in India. Deep & Deep
Publications.

5. Mohanan, P. N. (2004). Co-operative societies laws in Kerala (12th ed.).
Swamy Law House.

6. University of Calicut. (2009). Co-operative law and practice. School
of Distance Education, University of Calicut. The course reference list
specifically includes Mohanan, Bedi, Calvert and Nainta for the study of
co-operative law.
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Unit
Registration of Co-Operative
Societies

Learning Outcomes

After completing this unit, the learner will be able to;

¢ Explain the meaning and importance of registration of
co-operative societies under the Kerala Co-operative
Societies Act, 1969.

¢ Describe the procedure for registration of co-operative
societies, including the preliminaryisteps, application,
required documents, scrutiny and issue of the
registration certificate.

¢ Identify anddexplain the contents and importance of
bye-laws of co-operative societies and the procedure
for their amendment.

¢ Explain the statutory provisions relating to change of
fiame and ¢hange of liability of co-operative societies.

¢ | Describe the procedures and legal effects of amalga-
mation, tranSfer of assets and liabilities, and division
of'co=opetative societies.

Prerequisite

A foundational knowledge of co-operative societies and
the principles governing their establishment and operation is
essential for studying this unit. Learners should understand
the objectives of forming a co-operative society, the functions
of promoters, the significance of preliminary and promoters’
meetings, membership, share capital, area of operation, and
bye-laws. They should also possess a general awareness of the
Kerala Co-operative Societies Act, 1969 and the Rules framed
under it, especially the legal provisions relating to registra-
tion. Learners should also be familiar with the legal status and
administrative structure of a registered co-operative society,
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including the rights, responsibilities, and liabilities of its members and the role
of registered bye-laws. A basic understanding of bye-law amendments, changes
relating to a society's identity or liability, and restructuring through amalgama-
tion, transfer of assets and liabilities, and division will help learners understand
the detailed provisions discussed in this unit.

Co-operative Society , Registration, Promoters, Bye-laws , Registrar , Limited Lia-
bility , Amendment , Membership , Amalgamation , Division

Discussion

Co-operative societies are formed to promote the common €eonomic and social
interests of their members through collective efforta For proper functioning, they
need a clear legal framework to regulate formatien, administratiofi, and restructuring.
The Kerala Co-operative Societies Act, 1969 provides, this‘ffamework by prescribing
procedures for registration; the contents and amendment of bye-laws; changes in
name and liability; and the amalgamation and division of co-operative societies.
Understanding these provisions helps.earners,to appreeiate how co-operative societies
are legally established, managed and reorganised in Kerala.

2.2.1 Registration of Co-operative Societies

Registering a cofoperative societyrunder the Kerala Co-operative Societies Act,
1969 involves a series ofqpreliminary and statutory steps. The process begins when
persons with a common co-operative objective come together to form the proposed
society. Sections 4 to 8, read_with the relevant provisions of the Kerala Co-operative
Societies Rules, 1969, contain the principal statutory provisions governing registration.
The promoters first discuss the proposed society and then take formal steps to register
it.

2.2.1.1 Preliminary Meeting

The formation of a co-operative society begins with a preliminary meeting of
interested persons who share a common co-operative objective. The meeting considers
the necessity and objectives of the proposed society, area of operation, activities,
membership and share capital. It also helps the promoters assess the proposed society's
economic viability and establish its basic structure.
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2.2.1.2 Promoters’ Meeting

The promoters’ meeting is held to take formal decisions on establishing the society.
The promoters finalise the society's name, objects, area of operation, membership
requirements, and share capital; prepare the proposed bye-laws; and authorise a Chief
Promoter to complete the registration formalities and submit the necessary documents
to the competent authority.

2.2.1.3 Eligibility for Registration — Section 4

Section4 of the Kerala Co-operative Societies Act, 1969 prescribes the basic eligibility
for registration. A society may be registered when its objectives promote the economic
interests of its members or public interests in accordance with co-operative principles.
Registration may be refused if the proposed society is likely to be economically unsound
or adversely affect the development of the co-operative movement.

2.2.1.4 Registration with Limited Liability — Sec¢tion 5

Section 5 deals with registration with limited liability. A segiety registered with
limited liability generally uses the word “Limited”,yor its equivalent in an Indian
language, as the last word of its name. The provision establishes the nature and extent
of members' financial responsibility towardsithe society.

2.2.1.5 Application for Registration — Section 6

After completing the preliminafy arrangements, the applicants submit an application
for registration to the Registrar in the pfescribed form. It must contain the required
information and be accompanied by<hree copies of the proposed bye-laws. Where
the applicants are individuals; they must satisfy the prescribed minimum number and
family requirementsgand the applicants@or their authorised representatives must duly
sign the application.

2.2.1.6 Documents and Réquirements — Rule 3

Rule 3 of the Kerala Co-operative Societies Rules, 1969 supplements Section
6 by specifying additional documents required for registration. These include the
proposed bye-laws, a bank certificate showing the society’s credit balance, details of
contributions towards share capital and entrance fee, and a scheme demonstrating its
economic soundness. These documents help the Registrar assess the feasibility and
statutory compliance of the proposed society.

2.2.1.7 Submission, Scrutiny and Verification

The Chief Promoter submits the completed application and supporting documents
to the competent Registrar or authorised authority. The application is scrutinised for
compliance with the Act and Rules, and the accompanying documents are verified. If
defects or deficiencies are identified, the Registrar communicates them to the Chief
Promoter for correction and resubmission before the application proceeds to further

consideration.
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2.2.1.8 Examination and Decision by the Registrar — Section 7

Under Section 7, the Registrar examines whether the proposed society satisfies the
requirements of the Act and Rules. The Registrar considers its objects, area of operation,
bye-laws, and economic soundness, and may seek additional information or conduct an
enquiry before deciding on registration.

2.2.1.9 Registration of the Society — Section 7

When the Registrar is satisfied that the statutory requirements have been fulfilled,
the society and its bye-laws may be registered under Section 7 within 60 days. A
proposed credit society must have collected at least 2.5 lakh as share capital and a
proposed non-credit society at least X1 lakh. This minimum-capital condition does
not apply to co-operative societies of Scheduled Castes/Scheduled Tribes, fisheries,
women, transgender persons, Primary Anand Pattern Milk Co-operative Societies,
schools, colleges and traditional industries. If registration is refused, the Registrar
must communicate the reasons within 15 days; Section 7(3)provides a representation
mechanism where the application is not disposed of within 60"days.

2.2.1.10 Issue of Registration Certificate — Séetion 8

After registration, the Registrar issues the Registration €eftificate under Section
8. The certificate, bearing the Registrar’s signature ‘and seal, serves as conclusive
evidence of registration and contains the registration number and date of registration.
It is accompanied by the approved_and tegistered bye-laws and marks the formal
completion of the registration proeess.

2.2.1.11 Legal Status after RegiStration — Section 9

Under Section 9@ registered eo-opérative society acquires the status of a body
corporate with pefpetual sueeession and a common seal. It can acquire, hold and
dispose of property,entér into contracts, and institute or defend legal proceedings in
its registered name. Thus, registration gives the society its statutory corporate identity.

2.2.2 Bye-laws of Co-operative Societies

2.2.2.1 Contents of Bye-laws of Co-operative Societies

Under the Kerala Co-operative Societies Act, 1969, Section 13A deals with the
subject matter and validity of bye-laws, while Rule 5 of the Kerala Co-operative
Societies Rules, 1969 specifies the principal matters that may be incorporated in them.
The bye-laws must always conform to the provisions of the Act and the Rules and
cannot contain any provision inconsistent with them.Following are the contents of
bylaws of Co-operative Societies.

1. Name and Address

The bye-laws should specify the society’s name, address and, where applicable,
branch locations, establishing its official identity and principal place of operation,
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2. Area of Operation

The bye-laws should define the geographical area in which the society conducts
its activities and provides services, helping determine its operational and membership
scope.

3. Objects of the Society

The bye-laws should clearly state the objectives and proposed activities of the society,
which must remain consistent with co-operative principles and the Kerala Co-operative
Societies Act and Rules.

4. Funds and Share Capital

The bye-laws should provide for the raising, maintenance and utilisation of funds
and share capital and regulate their management in accordance with the Act and Rules.

5. Membership

The bye-laws should prescribe the qualifications and cenditions for admission
to membership, ensuring that only eligible personssare admittedyin accordance with
statutory and bye-law requirements.

6. Rights, Duties and Liabilities

The bye-laws should define members] rights, privileges, duties and liabilities and
regulate their participation and relationship with the society, subject to the Act and
Rules.

7. Liability for Society’s Debts

The bye-laws may determine members' financial responsibility for the society’s
debts and obligationsg’but such l[1abilitymust remain within the limits prescribed by the
Act and Rules.

8. Withdrawal and Penalties

The bye-laws may préseribe conditions for withdrawal from membership and
penalties for failure to comply with members’ obligations, subject to the Act and Rules.

9. Consequences of Default

The bye-laws may specify the consequences of members’ defaults, such as failure
to meet financial or other obligations, while ensuring that any action remains legally
authorised.

10. Sale or Disposal of Members’ Produce

In producer-oriented societies, the bye-laws may regulate the collection, marketing,
sale or disposal of members’ produce and establish the terms governing such transactions.

11. Conclusion on Bye-laws

The bye-laws provide the internal framework for the organisation, administration
and business management of a co-operative society. They must comply with tlﬁa
!
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Co-operative Societies Act and Rules, while Rule 5 identifies the principal matters that
may be included in them.

2.2.3 Amendment of Bye-laws

Sections 12, 13, and 13A of the Kerala Co-operative Societies Act, 1969 primarily
regulate the amendment of a co-operative society's bye-laws. These provisions cover
three aspects: Section 12 governs the procedure for registering amendments, Section
13 specifies when an amendment becomes effective, and Section 13A requires the bye-
laws to remain consistent with the Act and the Rules.

Section 12 — Registration of Amendment

Under Section 12, an amendment to the bye-laws becomes legally valid only after
registration under the Act. The Registrar follows the prescribed procedure, consults
the appropriate Co-operative Union and, where applicable, the financing bank. After
registration, the Registrar issues a certificate as proof of registration; if registration is
refused, the Registrar must communicate the reasons to the'seciety. The application
must generally be disposed of within 90 days.

Section 13 — Commencement of Amendment

Section 13 determines when a registeréd amendment to'the bye-laws becomes
effective. Ordinarily, the amendment comes into force from the date of registration.
However, where the amendment specifies\a particular date for its operation, it becomes
effective from that date.

Section 13A — Subject Matter and Validity of Bye-laws

Section 13A requires the bye-laws and their amendments to be consistent with the
Kerala Co-operative Societies Act;, 1969 and the Rules. Therefore, even an amendment
approved by the members cannot legally operate if it conflicts with statutory provisions.
Rule 5 specifies the prineipal matters that may be included in the bye-laws.

Important Legislative Amendments

The statutory framework governing bye-laws has been modified through subsequent
amendments. Kerala Act 1 of 2000 introduced Section 13A, expressly requiring bye-
laws to conform to the Act and Rules, while Kerala Act 8 of 2013 amended Section 12
and restructured provisions relating to the amendment of bye-laws.

Relationship between Sections 12, 13 and 13A

Sections 12, 13 and 13 A operate together as a statutory framework for amendment of
bye-laws. Section 12 deals with registration of the amendment, Section 13 determines
when it comes into force, and Section 13A ensures that its contents comply with the Act
and Rules.

2.2.4 Change of Name and Liability of Co-operative Societies

Under the Kerala Co-operative Societies Act, 1969, specific statutory provisions
regulate changes in the name of a co-operative society and the liability of its members.
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These provisions ensure that any alteration affecting the society's identity or its members'
financial responsibility is carried out under the Act and under the supervision of the
competent authority.

2.2.4.1 Change of Name of a Co-operative Society — Section 10

Under Section 10 of the Kerala Co-operative Societies Act, 1969, a co-operative
society may change its name by amending its registered bye-laws.

1. Section 10(1)
A society may change its name by amending its bye-laws.
2. Section 10(2)

When the name is changed, the Registrar shall enter the new name in the register
of co-operative societies in place of the former name and amend the certificate of
registration accordingly.

3. Section 10(3)

Change of name does not affect the rights or obligations of the society and does not
make any legal proceedings defective. Proceedifigsythat could have been continued or
commenced in the former name may be cofitinued or commenced in the new name.

2.2.4.2 Change of Liability — Section 11

¢ Section 11(1): Subjectito the Act.and Rules, a society may change the form or
extent of its liability/by amending its bye-laws.

¢ Section 11(2): After'passing a resolution to change liability, the society must
give writtendiotice to albmembets and creditors. They have two months from
the date of service.of notice to withdraw their shares, deposits or loans, as
applicable.

¢ Section 11(3): A member or creditor who does not exercise this option within
the prescribed tWo=month period is deemed to have consented to the change.

¢ Section 11(4): The amendment changing the form or extent of liability cannot
be registered or take effect until either:

all members and creditors have given, or are deemed to have given, their assent; or
the claims of members and creditors who exercised their withdrawal option have been
paid in full.

2.2.4.3 Effect of Change in Liability — Sections 12, 13 and 13A

Any alteration in the nature or extent of members' liability is significant because it
may affect both members' financial obligations and creditors' interests. Such a change
cannot therefore be treated as an ordinary internal administrative decision. Where
the change requires modifying the registered bye-laws, the statutory procedure for
amending bye-laws must be followed.
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In such cases, Section 12 governs the registration of the amendment, Section 13
determines when the amendment becomes effective, and Section 13A requires the
bye-laws and amendments to remain consistent with the Act and Rules. Consequently,
any amendment affecting the liability of members must satisfy all these statutory
requirements.

2.2.5 Amalgamation and Division of Co-operative Societies

Section 14 of the Kerala Co-operative Societies Act, 1969, read with Rule 13 of
the Kerala Co-operative Societies Rules, 1969, principally regulates the amalgamation,
transfer of assets and liabilities, and division of co-operative societies. Section 14
provides the statutory framework for restructuring co-operative societies and prescribes
procedures intended to protect the interests of members and creditors.

2.2.5.1 Transfer of Assets and Liabilities

Under Section 14(1)(a), a co-operative society may transfer all or part of its assets
and liabilities to another society according to the prescribed ptocedure. The transfer
resolution must include the relevant details, and members and creditors are protected
by being given an opportunity to withdraw their shares, deposits, or loans within the
prescribed period.

2.2.5.2 Division of a Society

Section 14(1)(b) permits a co-operative society to' divide itself into two or more
societies when its size, structure or area of operation makes such division appropriate.
The proposal must provide for the distribution of assets and liabilities and safeguard the
interests of members and creditors.

2.2.5.3 Amalganiation of Societies

Under Section 14(2); two or more co-operative societies may amalgamate to form a
new society. The general body©0f each participating society must approve the proposal
according to the prescribédprocedure and majority, and the resolution must include the
necessary details of the amalgamation.

2.2.5.4 Resolution and its Particulars

Section 14(3) requires resolutions relating to transfer, division or amalgamation
to contain complete particulars of the proposed transaction. This enables members,
creditors and the Registrar to understand the nature and consequences of the proposed
restructuring.

2.2.5.5 Notice to Members and Creditors

Under Section 14(4), the company must give written notice of the proposed
restructuring to members and creditors, allowing them to withdraw their shares,
deposits, or loans within the prescribed period. Failure to exercise this right within the
prescribed period is treated as assent to the transaction.

@ SGOU - SLM - BCom - Co-operative Legal System m

T
SREENARAYANAGURU



2.2.5.6 Effect of the Resolution

A resolution for amalgamation, transfer or division does not become effective
merely upon being passed. Under Section 14(6), it becomes operative after the required
consent is obtained or deemed to have been obtained, or after the claims of members
and creditors who exercised their withdrawal rights have been satisfied.

2.2.5.7 Legal Effect of Transfer

Section 14(7) provides that a resolution transferring assets and liabilities itself
operates as the conveyance for vesting them in the transferee society. Therefore, a
separate conveyance is not required merely to give effect to such a statutory transfer.

2.2.5.8 Publication of the Approved Scheme

Under the current Section 14(8), the detailed scheme for transfer of assets and
liabilities or merger, prepared by the society and approvediby the Registrar, must be
published by both the Registrar and the society.

2.2.5.9 Merger under Section 14(2A)

The 2023 amendment inserted Section 14(2A), permitting on€ or more societies to
merge with another society through simplé-majority general-body resolutions, subject
to the receiving society's approval and (the other statutory safeguards. The former
Registrar-directed division provision in Section 14(9) is no longer current.

2.2.5.10 Legislative Amefidments

The Kerala Co-operative Societies (Amendment) Act, 2013 removed the earlier
requirement of prior Registrar approval.<The Kerala Co-operative Societies (Amend-
ment) Act, 2023 restored prior, Registrar approval, adopted a simple-majority require-
ment, inserted Section 14(2A) on merger, and revised Section 14(8) on publication of
the approved scheme. Consult the current Act and Rule 13 together.
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A co-operative society is formed by persons sharing a common objec-
tive, with decisions on its purpose, activities, membership and capital.

Promoters finalise the basic structure, prepare bye-laws and appoint a
Chief Promoter, subject to Section 4 requirements.

The application and supporting documents are submitted to the Registrar
and scrutinised before registration under Section 7.

Registration under Sections 8 and 9 gives the society a certificate and
corporate status with perpetual succession and legal capacity.

Bye-laws regulate the society’s name, objectives, area, funds, member-
ship, rights and liabilities.

Sections 12, 13 and 13A govern registration, ceimmencement and statu-
tory validity of amendments to bye-laws.

Changes in name or members’ liability must follow theprescribed statu-
tory procedure and comply with the Act and\Rules.

Section 14 regulates transfer of assets and liabilitiesdivision and amal-
gamation, while protecting members and creditors and providing powers
to the Registrar.

Under which sectionsof the Kerala Co-operative Societies Act, 1969 is the
eligibility fora@gistration of a co-operative society prescribed?

Which section deals vith the application for registration of a co-operative
society?

Under which section is the Registration Certificate issued by the Regis-
trar?

Which section requires the bye-laws of a co-operative society to conform
to the Act and Rules?

Which section primarily regulates the amalgamation, transfer of assets
and liabilities, and division of co-operative societies?

Under which section does a registered co-operative society acquire the
status of a body corporate?
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Section 4.
Section 6
Section 8.
Section 13A.
Section 14.

Section 9.

Explain the procedure for registration of ao-operative'society under Sec-
tions 4 to 9 of the Kerala Co-operative Societies Act, 1969.

What are the essential matters that shouldibe incorporated in the bye-laws
of a co-operative society? Explaifi their significance.

Explain the legal provisions relating to amendment of bye-laws under Sec-
tions 12, 13 and 13A of the Keralai\Co-operative Societies Act, 1969.

Discuss the statutory grovisions,governing change of name and liability of
members of a co-operative soCicty:

Explain the provisions relating to/amalgamation, transfer of assets and lia-
bilities, andddivision of ee-operative societies under Section 14.

Prepare a detailed note on the procedure for registration of a co-operative
society under the Kerala Co-operative Societies Act, 1969, covering the
role of promoters, eligibility, application, scrutiny, registration and issue
of the registration certificate.

Explain the contents and importance of bye-laws of a co-operative society,
with particular reference to membership, area of operation, objects, funds,
share capital, and the rights, duties and liabilities of members.

Analyse the procedure for amendment of bye-laws under Sections 12,
13 and 13A of the Kerala Co-operative Societies Act, 1969, explaining
registration, commencement and conformity with the Act and Rules.

SGOU - SLM - BCom - Co-operative Legal System m

SREENARAYANAGURU
vvvvvvvvvvv



4. Discuss the legal provisions relating to change of name and liability of
members of a co-operative society, including the effect of amendments
affecting members’ financial liability.

5. Examine the provisions relating to amalgamation, transfer of assets and
liabilities, and division of co-operative societies under Section 14, with
special emphasis on the protection of members and creditors and the
powers of the Registrar.
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Unit @
Membership in
Co-Operative Societies

Learning Outcomes

After completing this unit, the learner will be able to;

O Explain the qualifications required for membership in
co-operative societies under the Kerala Co-operative
Societies Act, 1969.

¢ Identify the major rights and liabilities of members of
co-operative societies.

¢ Describe the provisions, relating to shares, voting,
participation in_management and/access to society
records.

¢ Explain the grounds and procedure for removal and
expulsion of members.

O Applythe legalyprovisions relating to membership,
rights, liabilities and expulsion to simple situations in
co-operative societies.

Anu wanted to join the local housing co-operative society
because she planned to construct a small house for her family.
She submitted her application and was surprised when the
secretary explained that membership was not simply a matter
of submitting an application and paying the membership fee.
She had to meet the conditions prescribed by law and the soci-
ety's bye-laws. After becoming a member, Anu had the right
to attend general body meetings, vote on important matters,
and participate in the society's democratic functioning. How-
ever, she also had certain responsibilities. She had to make the
required payments, follow the bye-laws and act in the interest
of the society. Later, another member repeatedly violated the
bye-laws and created difficulties for the society. The general
body had to consider whether disciplinary action, including
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expulsion, was necessary. This situation raises some important questions: Who
can become a member of a co-operative society? What rights does member-
ship provide? What responsibilities accompany those rights? Can a member be
removed or expelled? What procedure must be followed? Answering these ques-
tions helps us understand the legal framework governing membership in co-op-
erative societies.

Membership, Registered Bye-laws , Membership Rights , Voting Rights , Member
Liabilities , Past Member Liability , Expulsion , General Body

Discussion

2.3.1 Qualification for Membership in'a, Co-operative Society

In Kerala, Section 16 of the Kerala Co-operative SocietiesAet, 1969 mainly governs
eligibility for membership in a co-operative society. For individuals, the essential
qualifications concern age, mental capacity, residence or/occupation within the society’s
area of operation and, where applicable, theilikelihood of benefiting directly from the
specified activities of the society«In addition toandividuals, other co-operative societies,
local self-government institutions, the Gévernment, and Government-approved bodies
of persons may also be admitted as mémbers. Therefore, eligibility must be determined
with reference to Section, 16, the Rules, and the registered bye-laws of the concerned
society.

2.3.1.1 General Principle of Membership

Membership is the basiesfoundation of a co-operative society. A co-operative society
is formed when individuals voluntarily associate to meet their common economic and
social needs through democratic management. The principle of voluntary and open
membership enables persons who can make use of the society’s services and are
prepared to fulfil the responsibilities of membership to join it.

However, membership is not an absolute right. Admission is subject to the
requirements of the Kerala Co-operative Societies Act, 1969, the Kerala Co-operative
Societies Rules, 1969 and the registered bye-laws of the society.

2.3.1.2 Section 16 of the Kerala Co-operative Societies Act, 1969

Section 16 identifies the categories of persons and institutions eligible for membership
in a co-operative society. These include:

¢ Anindividual satisfying the prescribed qualifications
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Another co-operative society
A local self-government institution

The Government

S OO O

An incorporated or unincorporated body of persons approved by the
Government

Thus, membership is not confined to individuals and may also be available to eligible
institutions and organisations under the Act, Rules and bye-laws.

2.3.1.3 Individual Must Have Attained 18 Years of Age

Under Section 16(1)(a)(i), an individual seeking membership should ordinarily have
completed 18 years of age. Therefore, a minor cannot generally become an ordinary
member of a co-operative society.

An exception applies to societies established exclusively for the benefit of school
or college students, where persons below eighteen years may participate as members.

For a Youth Co-operative Society, Section 16(1)(a)(ia) requiresan individual member
to be below 45 years of age. On attaining 45 years,; the membership ceases, and the
person becomes an associate member of the society.

2.3.1.4 Applicant Should Be of Sognd Mind
Section 16(1)(a)(ii) requires an individualseeking membership to be of sound mind.

This condition is importantdbecause membership involves various legal rights and
obligations, including:
¢ Holding shares
¢ Voting
¢ Participating.in'the general body
¢ Entering into transactions with the society
¢ Fulfilling membership obligations

Therefore, mental capacity is treated as an essential qualification for individual
membership.

2.3.1.5 Residence or Occupation of Land Within the Area of Opera-
tion
Under Section 16(1)(a)(iii), an individual must either:

¢ Reside within the society’s area of operation, or

¢ Be in occupation of land situated within that area

The area of operation is the geographical area in which the society is authorised to
conduct its activities under its registered bye-laws.
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This requirement ensures that the applicant has a genuine connection with the locality
and the activities served by the society.

2.3.1.6 Another Co-operative Society May Become a Member

Section 16(1)(b) permits one co-operative society to become a member of another
co-operative society.

This provision is particularly important in the federal structure of the co-operative
movement. For example:

¢ Primary co-operative societies may become members of central or federal
societies.
¢ Central co-operative societies may become members of apex societies.

Such membership is subject to the Act, Rules and relevant bye-laws.

2.3.1.7 Local Self-Government Institution May Become a Member

Section 16 also permits a local self-government institution to‘become a member of
a co-operative society.

Where legally permitted and consistentgWith the objeectives of the society, this
provision enables local administrative dmstitutions te participate in co-operative
activities and contribute to matters connected with the purposes of the society.

2.3.1.8 Government May Become a Membeér

The Government is also included @mong, the categories eligible for membership
under Section 16.

Government participation may be'particularly relevant in societies where the State
promotes co-operative activities or provides financial assistance to specific categories
of co-operative societies.

2.3.1.9 Body of Persons May Become a Member with Government
Approval

A body of persons, whether incorporated or unincorporated and whether established
under a law or otherwise, may become a member if it has received the necessary
Government approval through a general or special order.

Therefore, the mere existence of an organisation does not automatically make it
eligible for membership where such approval is required.

2.3.1.10 Applicant Should Be Capable of Benefiting from the Speci-
fied Activity

Where a society is established to promote the economic interests of its members
through a particular or specified activity, an applicant should ordinarily be admitted
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only when they are likely to receive a direct benefit from that activity, unless the Rules
provide otherwise.

This requirement ensures a proper relationship between:

¢ The objectives of the society
¢ Its activities

¢ The economic interests of the proposed member

2.3.1.11 Compliance with Registered Bye-laws

Meeting the statutory requirements under Section 16 alone is not sufficient. The
applicant must also comply with the registered bye-laws of the concerned society,
provided they are consistent with the Act and Rules.

The bye-laws may prescribe:

¢ Eligible classes of persons
Area of operation
Application procedure

Share subscription

S O O O

Entrance fee
0 Other conditions for admission

Consequently, membership requitements may differ according to the nature and
objectives of different co-operative societies.

2.3.1.12 Payment of Share Capital and Other Amounts

Admission to memibership generallyréquires compliance with the financial conditions
prescribed by the Act, Rule§ and bye-laws, including taking the required shares and
making the prescribedpayments.

Section 19 separately deal§ with restrictions on exercising membership rights until
the required payments have been made.

Thus:
Eligibility for membership # Immediate exercise of all membership rights

A person may satisfy the conditions for membership but may have to fulfil prescribed
financial requirements before exercising particular rights.

2.3.1.13 Membership Must Relate to the Objects of the Society

A person seeking membership should have a genuine relationship with the purposes
for which the society has been established, particularly when the society is intended to
serve a specific occupation, activity or economic purpose.
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The proviso to Section 16 reflects this requirement by providing that, in appropriate
cases, the proposed member should be likely to obtain a direct benefit from the specified
activity of the society.

2.3.1.14 Admission Is Subject to the Act, Rules and Bye-laws
Admission to membership is governed by three levels of requirements:
Kerala Co-operative Societies Act, 1969 — provides the statutory framework.

Kerala Co-operative Societies Rules, 1969 — provide applicable procedural and
additional requirements.

Registered bye-laws of the society — prescribe conditions relating to the particular
nature and objectives of the society.

Therefore, compliance with only one of these requirements does not by itself confer
an unconditional right to membership.

2.3.2 RIGHTS AND LIABILITIES OF MEMBERS OF A
CO-OPERATIVE SOCIETY

Chapter III of the Kerala Co-operative Societies Act, 1969, particularly Sections 19
to 26, deals with various rights and liabilities of members of co-operative societies.
Members are entitled to participate in the management of the society, exercise voting
rights, obtain relevant information,take partimgeneralbody proceedings and hold shares
subject to legal restrictions. At the same time, members must make prescribed payments,
comply with the Act, Rules and bye-laws, observe the conditions of membership, and
discharge the financial and other liabilities arising from their membership.

2.3.2.1 Right to#xercise Membership Rights — Section 19

A member becomes entitled to exercise the rights attached to membership after
fulfilling the prescribed requir€ments relating to payments or acquiring the required
interest in the society.

The Kerala Co-operative Societies Rules or the registered bye-laws determine the
amount to be paid or the interest to be acquired.

Therefore, admission to membership by itself does not necessarily give a member an
immediate right to exercise every membership right.

2.3.2.2 Right to Participate in Management — Section 16A

Members have the right to participate in the management of the society in accordance
with the Act, Rules, and registered bye-laws.
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Democratic control requires members to participate in:

¢ Decision-making

¢ Determining policies

¢ General body activities

¢ Administration of the society

In primary co-operative societies, democratic participation generally follows
the principle of one member, one vote, subject to the qualifications and restrictions
prescribed by law.

2.3.2.3 Right to Obtain Information — Section 19B

Members are entitled to inspect important records of the society free of charge at
reasonable times at its registered office.

These records include:

¢ Current Kerala Co-operative Societies Act
Kerala Co-operative Societies Rules
Registered bye-laws

Register of members

S OO O

Latest audited balance sheet and accounts
¢ Records relating to the mémber’s transactiofis

This right promotes transparency and‘enables members to stay informed about the
society's financial and administrative affairs;

2.3.2.4 Right to Yote — Sectiom20

A member who satisfies the prescribed qualifications has the right to vote in the
affairs of the society in accordance with the Act and its bye-laws.

Voting enables members to participate in decisions concerning the administration
and functioning of the society through the general body and other legally recognised
procedures.

2.3.2.5 Right to Participate in General Body Decisions

The general body provides an important forum for members to participate in the
democratic administration of the society.

Eligible members may:
¢ Participate in discussions
¢ Express their views
¢ Vote on matters placed before the general body
¢ Participate in decisions affecting the society
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This right reflects the fundamental principle of democratic member control.

2.3.2.6 Right to Hold Shares Subject to Statutory Restrictions — Sec-
tion 22

A member has the right to acquire and hold shares in the society, subject to the
limitations imposed by the Act, Rules and registered bye-laws.

Section 22 prescribes restrictions on the amount of shares that an individual member
may hold.

Hence, the right to hold shares is regulated and cannot be exercised beyond the
statutory or bye-law limits.

2.3.2.7 Right Relating to Transfer of Shares or Interest — Section 23

A member may possess an interest in the shares or capital of the society, but such
interest cannot be transferred freely.

Any transfer of shares or other interest must comply with:

¢ Section 23
¢ Applicable Rules
¢ Registered bye-laws

Therefore, a member must fulfil the preseribed legal requirements before transferring
their interest in the society.

2.3.2.8 Right to Withdraw Shares Subject to Restrictions — Section 24

A member may se€k withdrawal of shares or other interest in the society, but such
withdrawal is regulated by Seetion 24 and the applicable Rules and bye-laws.

These restrictions are intended to;

¢ Protect the finangial stability of the society
¢ Safeguard the interests of other members
¢ Prevent sudden withdrawal of capital

Thus, withdrawal cannot be treated as an unrestricted right.

2.3.2.9 Right of Interest to Pass on Death — Section 25

When a member dies, the society deals with his or her interest in accordance with
Section 25, applicable legal provisions, and the registered bye-laws.

The provision establishes a mechanism for dealing with the deceased member’s
shares or other interest in the society and regulates how such interest may be dealt with
after death.
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LIABILITIES OF MEMBERS

2.3.2.10 Liability to Make Required Payments

A member is responsible for making all payments required under the Act, Rules and
registered bye-laws, including prescribed amounts relating to membership and shares.

Until the required payments are made or the prescribed interest is paid, the member
may not be entitled to exercise the relevant membership rights under Section 19.

2.3.2.11 Liability to Comply with the Act, Rules and Bye-laws
Every member must observe and comply with:

¢ Kerala Co-operative Societies Act, 1969

¢ Kerala Co-operative Societies Rules, 1969

¢ Registered bye-laws of the society

¢ Valid decisions taken according to the legal framework

Failure to comply with applicable provisions may result in conséquences prescribed
by law or by the bye-laws.

2.3.2.12 Liability in Respect of Sogiety’s Debts

A member's financial liability depends ‘on, the nature of the society and the type of
liability prescribed for it.

The extent of a member’s/financialfresponsibility is determined by the Act, Rules
and registered bye-laws.

Distinguish an indtvidual member'sliability from the society's separate legal liability
as a body corporate.

2.3.2.13 Liability of a Past Member — Section 26

A person does not necessarily become free from every liability immediately after
ceasing to be a member.

Section 26 specifically provides for the liability of:

0 A former member
0  The estate of a deceased member

Subject to the conditions prescribed by law, certain liabilities arising from former
membership may continue even after membership has ended.

2.3.2.14 Liability of the Estate of a Deceased Member

The estate of a deceased member may continue to be responsible for certain liabilities
under Section 26.
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Consequently, the death of a member does not automatically extinguish every
liability associated with membership. The nature, extent and duration of such liability
are determined by the Act and applicable provisions governing the society.

2.3.2.15 Liability to Observe Democratic Discipline of the Society

Members are expected to participate responsibly in the democratic administration
of the society and to respect decisions validly made in accordance with the Act, Rules
and bye-laws.

Democratic member control involves not only enjoying participation rights but also
exercising those rights responsibly so the society's affairs are conducted effectively and
according to co-operative principles.

2.3.3 Removal and Expulsion of Members of a Co-operative
Society

section 17 of the Kerala Co-operative Societies Act, 1969 governs the expulsion of
members of a co-operative society. Expulsion is a disciplinary measure taken when a

member acts against the interests of the society or violates its bye:laws. It is different
from ordinary cessation of membership.

Under Section 17, expulsion requires aresolution of the general body at a specially
convened meeting, supported by at least two-thirds of the members present and voting.
The member must be allowed to present their case. The society must communicate the
resolution to the member withint 15 days. Expulsion may also result in forfeiture of
shares, and the expelled member is baufed from re-admission to the same society for
one year from the date of expulsion.

2.3.3.1 Groundsgfor Expulsiom
A member may beexpelled when:

¢ His or her conduct is‘against the interests of the society
¢ The member fails to comply with the provisions of the society’s bye-laws

Thus, expulsion is intended to deal with conduct that adversely affects the society or
serious violations of the rules governing membership.

2.3.3.2 Expulsion by the General Body — Section 17(1)

Expulsion cannot ordinarily be carried out merely through a decision of the managing
committee.

Under Section 17(1), it must be based on a resolution passed by the general body at
a special meeting convened specifically for expulsion.

The resolution must be supported by not less than two-thirds of the total number of
members present and voting at that meeting.
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2.3.3.3 Opportunity to Make Representation — Section 17(2)

A member against whom expulsion is proposed must be given a proper opportunity
to make a representation.

The member should be allowed to explain the circumstances and respond to the
allegations before the general body decides.

This provision ensures procedural fairness in the disciplinary process.

2.3.3.4 Communication of the Expulsion Resolution — Section 17(3)

Once the general body passes the expulsion resolution, it must communicate a copy
of the resolution to the concerned member within fifteen days of its passing.

This ensures that the member receives formal notice of the decision and becomes
aware of the consequences of expulsion.

2.3.3.5 Forfeiture of Shares — Section 17(4)
Expulsion may have financial consequences for thesmember.
Under Section 17(4), the shares held by anexpélled member may be forfeited.

Therefore, expulsion can result not only in the loss of membership and associated
rights but also in the forfeiture of the member’s shares.

2.3.3.6 Restriction on Re-admission

A member who has been expelled tinder Section 17(1) cannot be admitted again to
the same co-operative society for one yeardrom the date of expulsion.

This restriction/prevents_an expelled member from immediately seeking fresh
membership and reinfore€s the disciplinary nature of expulsion.

2.3.3.7 Expulsion MustdFollow the Statutory Procedure

Because expulsion terminates membership and may also affect the member’s financial
interest in the society, the procedure prescribed under Section 17 must be followed.

The essential requirements include:

A legally recognised ground for expulsion

A specially convened general body meeting

Opportunity for the member to make a representation

Approval by the required two-thirds majority of members present and voting

Communication of the resolution within fifteen days

A O

Compliance with the statutory consequences of expulsion
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2.3.3.8 Distinction Between Removal and Expulsion

The expression “expulsion” is specifically recognised in Section 17 of the Kerala
Co-operative Societies Act and refers to the disciplinary termination of membership
on specified grounds. The term “removal” may have a broader meaning and can refer
generally to cessation of membership or removal from a particular position. Therefore,
removal should not automatically be treated as equivalent to statutory expulsion. Sec-
tion 17 specifically deals with member expulsion.

Recap

¢ Membership qualification is mainly governed by Section 16 of the Kerala
Co-operative Societies Act, 1969, along with the Rules and registered
bye-laws.

¢ An individual member should generally be 18 years,or above, of sound
mind, and should reside or occupy land within the society’s area of oper-
ation, subject to statutory exceptions.

0 Other co-operative societies, localseélfsgevernment institutions, Govern-
ment and approved bodies of pefsons may-also become members, subject
to the prescribed conditions.

¢ Membership should have a direet relationship with the objects and activ-
ities of the society, particularly whese the society is formed to serve a
specific economic Or occupational group.

¢ Members must fulfil the prescribed share capital, payment and other
membershipsrequirements before exercising the relevant membership
rights.

¢ Members havé important rights, including participation in management,
voting, participation/in general body decisions, inspection of records and
holding shares subject to legal restrictions.

¢ Members also have important liabilities, such as making required pay-
ments, complying with the Act, Rules and bye-laws, and meeting appli-
cable financial obligations.

¢ The interest of a member in shares may be transferred, withdrawn or
dealt with after death only in accordance with the Act, Rules and regis-
tered bye-laws.

¢ Expulsion of members is governed by Section 17. It requires a specially
convened general body meeting, the required two-thirds majority of
members present and voting, and an opportunity for the member to make
a representation.
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¢ Expulsion may involve forfeiture of shares and a one-year restriction on
re-admission to the same society; therefore, membership involves both
valuable rights and important responsibilities.

Objective Questions

1. What is the ordinary minimum age for becoming a member of a co-oper-
ative society?

2. Is membership an absolute right of an applicant?
Which section deals with the voting rights of members?

4.  Which section provides the right of members to @btain information about
the society?

5. Which section deals with the liability of past members and the estate of
deceased members?

Who has the power to pass the resoltitionifor expulsion of a member?
What may happen to the shares/otf an expelled member?

What type of meeting is required for expulsion of a member?

X 2 &N 5

For how long is an expelled membetbarredfrom re-admission to the same
society?

10. Within how many days must the/expulsion resolution be communicated
to the member?

18 years.

No. Admission is subject to the Act, Rules and registered bye-laws.
Section 20.

Section 19B.

Section 26.

The General Body.

The shares may be forfeited.

A specially convened General Body meeting.

l.
2.
3.
4.
5.
6.
7.
8.
9

. One year from the date of expulsion.
10. 15 days.
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Self-Assessment Questions

What are the main qualifications required for membership in a co-operative
society under Section 16 of the Kerala Co-operative Societies Act, 1969?

Explain the important rights of members relating to management, voting,
information and shares under the relevant provisions of the Act.

What are the major liabilities of members, and to what extent can the liabil-
ity of a past or deceased member continue under Section 26?

What are the grounds and procedure for expulsion of a member under Sec-
tion 17?

Distinguish between removal or cessation of membership and expulsion,
and explain the consequences of expulsion.

Explain the qualifications for mefmbership ima co-operative society under
Section 16 of the Kerala Co-operative Societies Act, 1969.

Discuss the rights of members, ‘including management, voting, access to
information, holding shares, transferiand withdrawal of interests under the
relevant provisions of the Act,

Examine the liabilities of members, including their financial obligations,
compliance with,the'Aet, Rules and bye-laws, and the continuing liability
of past and deceased members under Section 26.

Explain the gretnds and procedure for expulsion of members under Sec-
tion 17, including the General Body meeting, required majority and oppor-
tunity for representation.

Distinguish between removal and expulsion of members and discuss the
consequences of expulsion, including communication of the resolution,
forfeiture of shares and restriction on re-admission.
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Unit @
Rights of Members

Learning Outcomes

After completing this unit, the learner will be able to:

¢ Explain the rights of members relating to withdrawal
and transfer of shares in co-operative societies.

O Describe the restrictions on holding shares under the
Kerala Co-operative Societies'Act, 1969.

¢ Explain the provisions relating to, nomination and
transfer of a deceased member’s share or interest.

b

¢ Identify the legalmeonditions gowverning members
shares and interests.

¢ Analyse the importance of these provisions in
protecting ‘the financial stability and democratic
character of co-Operative societies.

( Ravi had been a member of a local co-operative society for
several yéars and had accumulated shares in the society. When
heseeded money for an urgent personal expense, he decided to
withdraw his shares. At the same time, his friend Suresh, who
was also a member, wanted to transfer his shares to another
person. When they approached the society, the secretary
explained that members could not freely withdraw or transfer
their shares whenever they wished. Legal conditions had to
be followed. The secretary also advised Ravi to nominate
someone to deal with his share or interest in the society in
the event of his death. Ravi then realised that membership
involved not only rights but also certain legal restrictions
designed to protect the society's capital. This situation raises
an important question: Why does the law regulate how
members hold, transfer, withdraw, and pass on their shares?
The answer lies in maintaining a balance between members'
rights and the financial stability of the co-operative society.
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Shareholding , Share Capital , Transfer of Shares , Withdrawal of Shares , Committee
Approval , Registered Bye-laws , Nomination , Heir , Legal Representative , Financial
Stability

Discussion

A co-operative society is owned and controlled by its members, and shares represent
members' financial interest in the society. However, members cannot always deal with
their shares in the same way as ordinary investments. The law places certain conditions
on the transfer and withdrawal of shares, limits the amount of shares that a member
can hold, and provides a mechanism for nomination so that a member’s interest can
be settled after death. These provisions protect the society's financial stability while
safeguarding the legitimate interests of its members. This wnit examines members'
rights relating to withdrawal and transfer of shares, restrictions en holding shares, and
nomination under the Kerala Co-operative SocietieséAct, 1969.

2.4.1 Withdrawal andTransfer ofsShares'by Mémbers

A member of a co-operative society hag a financial interest in the society through the
shares held. However, shares and interests.in a co-operative society cannot be freely
transferred or withdrawn. The Kerala,Co-operative Societies Act, 1969, together with
the Rules and registered bye-laws, prescribes eonditions for transfer and withdrawal.
These restrictions are intended to proteét the capital, financial stability and continuity
of the society.

2.4.1.1 Transfepfot Shares or‘Interest — Section 23

Section 23 regulates the transfer of a member's share or interest in the capital of
a co-operative society. A member cannot freely transfer the share or interest without
satisfying the conditionséptescribed by the Act, Rules and registered bye-laws.

The important conditions relating to transfer include:

The member should have held the share or interest for the prescribed period.

2. The transfer should comply with the provisions of the Act, Rules and registered
bye-laws.

3. The transfer should satisfy the requirements relating to the maximum
shareholding prescribed under Section 22.
4. The transfer is subject to the approval or requirements prescribed for the society.

The provision prevents members from immediately transferring their financial
interest after acquiring shares and helps maintain stability in the membership and
capital structure of the society.
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2.4.1.2 Withdrawal of Shares — Section 24

Section 24 deals with the withdrawal of shares or interest by members. A member
does not have an unrestricted right to withdraw shares from a co-operative society.
Withdrawal is subject to the provisions of the Act, Rules and registered bye-laws.

The important requirements include:
1. The member should satisfy the prescribed conditions relating to the period for

which the share has been held.

2. Withdrawal should be made in accordance with the registered bye-laws of the
society.

3. The withdrawal should comply with the statutory restrictions applicable to the
society.

These restrictions protect the society's capital and prevent premature withdrawal of
members' financial interests.

2.4.1.3 Importance of Regulation of Transfer and Wishdrawal

The regulation of transfer and withdrawal of shares is‘important because it:

1. Protects the capital of the co-operative socicty:

2. Maintains financial stability.

3. Prevents premature withdrawal of members' interests.

4. Ensures orderly changesdn members' financial interests.
5. Supports the continuity of the society's activities.

Thus, the law attempts to'balance individual members' financial rights with the
co-operative society's‘collective financial‘interests.

2.4.2 Restrictionson Holding Shares

Section 22 of the Kerala €o-operative Societies Act, 1969 regulates the amount of
share capital that a member may hold in a co-operative society. This restriction prevents
excessive concentration of shareholding and preserves the democratic character of
co-operative societies.

2.4.2.1 Maximum Limit of Shareholding — Section 22

An ordinary member cannot hold shares beyond the maximum limit prescribed
under the Act. Generally, an individual member's holding is restricted to the prescribed
proportion of the society's total share capital, subject to the provisions of the Act and
applicable notifications.

The restriction prevents a single member from acquiring an excessively large
financial interest in the society.
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2.4.2.2 Power of Government to Prescribe a Higher Limit

The Government has the power, subject to the provisions of the Act, to prescribe a
higher maximum limit of shareholding for particular classes of co-operative societies.

Therefore, the permissible limit may vary according to the nature and class of the
society and the limits prescribed by the Government.

2.4.2.3 Special Categories of Members

Certain categories of members may be subject to separate provisions relating to
shareholding. These may include:

1. Government.

2. Approved boards.

3. Corporations.

4. Other co-operative societies.

The shareholding of these categories is regulated under the applicable provisions.

2.4.2.4 Special Restriction on Urban Co-operative Banks

For an Urban Co-operative Bank holding a Reserve Bank of India licence, the
applicable provision places a specific restriction on the maximum shareholding of an
individual member. The member's holding is subject to the limit prescribed under the
relevant provision of Section 22.

2.4.2.5 Objectives of Restrictio’on'Holding Shares
The restriction on holdingisharesiserves the following purposes:

1. Prevents concentratioft of shareholding in the hands of one member.
2. Protects the democratic ¢haracter of the co-operative society.

3. Prevents excessive financial influence by an individual member.

4. Supports balanced participation among members.

5. Protects the financial structure and stability of the society.

Thus, restriction on shareholding ensures that the principle of democratic member
control is not weakened merely because a member holds a larger amount of share
capital.

2.4.3 NOMINATION BY MEMBERS

Nomination is an important facility available to members for dealing with their
share or interest in a co-operative society after their death. Section 25 of the Kerala
Co-operative Societies Act, 1969, read with the applicable Rules and registered bye-
laws, is the relevant provision.
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2.4.3.1 Right to Nominate

A member may nominate a person to whom the member's share or interest in the
society may be transferred after the member's death.

Nomination enables the society to identify the person nominated by the deceased
member and facilitates the orderly settlement of the member's interest.

2.4.3.2 Transfer of Interest on Death — Section 25

When a member dies, the member's share or interest in the society is dealt with in
accordance with Section 25, the Rules, and the registered bye-laws.

Where a valid nomination exists, the society may deal with the deceased member's
share or interest in accordance with the applicable legal requirements.

2.4.3.3 Nominee

Where a member has made a valid nomination, the society may transfer the deceased
member's share or interest to the nominee, subject te the provisions of the Act, Rules
and registered bye-laws.

The nominee therefore provides a clear reference point forthe society when settling
the deceased member's interest.

2.4.3.4 Absence of Nomination

If a member dies without/making asomination, the society may deal with the
member's share or interest i favourfof the person recognised as the heir or legal
representative, subject to the'requirements of the Act, Rules and registered bye-laws.

2.4.3.5 Payment of Valuegof Share or Interest

Subject to the applicable legal provisions, the nominee, heir or legal representative
may require the society to pay the value of the deceased member's share or interest
instead of transferring the share or interest.

The value is determined under the Rules and registered bye-laws.

2.4.3.6 Importance of Nomination
Nomination is important because it:

Facilitates the settlement of a deceased member's interest.
Helps the society identify the person nominated by the member.
Reduces administrative difficulties.

Supports continuity in dealing with the member's financial interest.

A o e

Helps avoid unnecessary delay in settlement, subject to applicable legal
requirements.

@ SGOU - SLM - BCom - Co-operative Legal System m

o g™
SREENARAYANAGURU
OPEN UNIVERSITY



The Kerala Co-operative Societies Act, 1969, the Rules, and the registered bye-laws
regulate members' rights relating to shares. Section 23 regulates the transfer of shares
or interest, while Section 24 deals with withdrawal. These provisions restrict the free
transfer or withdrawal of members' financial interests to protect the society's capital and
financial stability.

Section 22 restricts the amount of share capital a member may hold, thereby
preventing excessive concentration of ownership and influence. The Government may
prescribe different limits for particular classes of co-operative societies, subject to the
Act.

Section 25 deals with nomination and the treatment of a deceased member's share or
interest. A member may nominate a person, and where there is no nomination, the interest
may be dealt with in accordance with the applicable provisions relating to the heir or
legal representative. Thus, the provisions relating to transfer, withdrawal, shareholding
restrictions, and nomination seek to protect both members' financial interests and the
collective interests of the co-operative society.

0 Section 23 regulates the transfer of shares orjinterest of members, subject
to the Kerala Co-operative Societies Act, Rules and registered bye-laws.

¢ Section 24 regulatesdhe withdrawabefshares and protects the financial
stability and capital of the cofoperative society.

¢ Section 22 places restrictions on the maximum amount of shares that a
member canshold andypreventséexcessive concentration of shareholding.

¢ Sectionf25 provides for nomination and the transfer or settlement of a
deceased, member’s share or interest in favour of the nominee, heir or
legal representative,/as applicable.

¢ The provisiohsirelating to transfer, withdrawal, shareholding and
nomination balance the financial rights of individual members with the
collective interests and democratic character of co-operative societies.

Objective Questions

1. What is the general maximum limit of shareholding for an ordinary
member?

2. Who can prescribe a higher shareholding limit for particular classes of
societies?
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3. For how long must a member generally have held a share or interest before
its transfer?

4.  Who must approve the transfer of a member's share or interest?
What minimum period of holding is mentioned for withdrawal of shares?

6. To whom may a deceased member's share or interest be transferred when
there is a valid nomination?

7. Can the nominee, heir or legal representative require payment instead of
transfer of the share or interest?

What are the main purposes of restricting the holding of shares?
9. What is the main purpose of nomination by a member?

10. Who may receive the deceased member's interest when there is no
nominee?

1. It is generally not more than one-fifth of ‘the total share capital of the
society.

The Government.

At least three years.

The Committee of the society.
Three years.

To the nominee specified by the member.

SN I o

Yes, they ymay require payment of its value, subject to the applicable
provisions.

8. To prevent congéntration of shareholding, protect democratic control and
maintain financial stability.

9. To facilitate the orderly and timely settlement of the member's share or
interest after death.

10. A person recognised as the heir or legal representative, subject to statutory
requirements.
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Self-Assessment Questions

What are the conditions for transferring shares or interest under Section 23
of the Kerala Co-operative Societies Act, 1969?

What restrictions are imposed on the withdrawal of shares under Section
247

What is the maximum shareholding limit applicable to an ordinary member
under Section 227

Why does the Act impose restrictions on the holding of shares by members?

How is the share or interest of a deceased member dealt with under Section
25 when a nominee exists or when there is no nominee?

What is the importance of nomination in the settlement of a deceased
member’s share or interest?

Assignments

Explain the restrictions on helding shares under Section 22 of the
Kerala Co-operative Societies Aety, 1969, and discuss their importance in
maintaining democrati€ eontrol.

Discuss the conditions for transfer of shares or interest under Section
23, including the holding period; Committee approval and shareholding
restrictions.

Analyse ghe provisiens relating to withdrawal of shares under Section
24 and explainthow they protect the financial stability of a co-operative
society.

Explain the procedure for dealing with the share or interest of a deceased
member under Section 25, distinguishing between cases where a nominee
exists and where there is no nominee.

Prepare a note on nomination by members, explaining its purpose, the role
of the nominee, and the rights of the heir or legal representative.

Compare Sections 22, 23, 24 and 25 and prepare a table showing the
subject matter, major conditions and purpose of each provision. Explain
how these provisions collectively protect the capital, financial stability and
democratic character of co-operative societies
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Unit ﬁ
Meetings of
Co-Operative Societies

Learning Outcomes

After completing this unit, the learner will be able to;
¢ Explain the purpose of meetings in co-operative
societies.

¢ Distinguish between Annual General Meetings and
Special General Meetings.

¢ Describe the procedures for conducting different types
of general meetings.

¢ Identify the powers ‘and functions of the General
Body.

¢ Outline theole of members i the decision-making
process of €o-operative Societies.

Prerequisite

Imagine a group of farmers who have formed a co-opera-
tivefsocicty, to buy seeds, fertilizers and farming equipment
together. Since the society belongs to all its members, the com-
mittee eannot make important decisions alone. Members meet
at regular intervals to discuss the society’s activities, examine
its financial position, and make decisions about its future.

Once a year, all members come together for a regular annual
meeting to review the society’s performance, approve import-
ant matters, and discuss plans for the coming year. If an urgent
issue arises during the year, such as a major financial decision
or a matter requiring immediate approval, the members may be
called for a special meeting. During these meetings, members
collectively exercise their authority over the society's affairs.

This example shows that meetings are an important part of
democratic administration in a co-operative society. Before
studying this topic, learners should have a basic idea of the
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general body, managing committee and democratic participation of members. This
background will help them understand the Annual General Meeting, Special Gen-
eral Meeting and the powers of the General Body.

Annual General Meeting (AGM), Special General Body Meeting (SGM), General
Body, Statutory Meeting , Notice , Agenda , Quorum , Voting , Audit Report, Demo-
cratic Control

Discussion

3.1.1. ANNUAL GENERAL MEETING OF A CO-OPERA-
TIVE SOCIETY

3.1.1.1 Meaning and Legal Status — Sectioni27 and Seéetion 29

The general body is the final authority of @ co-operative seciety under Section 27.
The Annual General Meeting (AGM) is the regular statutory meeting through which
members exercise this authority. Section 29 specifically provides for the Annual General
Body Meeting and its statutory business. The AGM g£nables members to review the
society's activities and financialgerformance andexercise democratic control.

3.1.1.2 Statutory Basis -— Sections 27-30

Sections 27 to 30 ef the Kerala Ceropefative Societies Act, 1969 contain the principal
statutory provisions on generalimeetings. Section 27 deals with the final authority of
the society, Section 28swith the committee, Section 29 with the Annual General Body
Meeting and Section 30 with Special General Body Meetings. The conduct of meetings
is also subject to the Rulgspand registered bye-laws.

3.1.13. Time for Holding AGM — Section 29(1)

A general body meeting of the society is required to be held within six months of
the close of the financial year. Section 29(1) specifies the statutory purposes for which
the meeting is held.

3.1.14. Purposes and Business of AGM — Section 29(1)
The important business of the AGM includes:

¢ approval of the budget relating to the programme of activities for the ensuing
year;

O election of committee members, where due;
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consideration of the audit report and follow-up action taken by the committee;
consideration of the annual report;
review of operational deficit or loss, where applicable;

approval of the programme of activities;

S OO O

review of the annual report and accounts of subsidiary organisations, where
applicable;

consideration of bye-law amendments;
disposal of net profit; and

consideration of other matters brought before the meeting in accordance with
the bye-laws.

3.1.1.5. Convening the AGM — Section 29(1), (3) and (4)

Ordinarily, the Board/Managing Committee convenes the AGM within the prescribed
period. If the Board fails to convene it within the statutoty period, Section 29(3)
empowers the Registrar or a person authorised by the Registrafto convene the AGM
within the prescribed additional period. The societysbears the expenditure incurred for
such a meeting.

3.1.1.6. Failure to Hold AGM — Sgetion 29@3) and(4)

Failure to convene the AGM within| the prescribed period may have statutory
consequences. Under Section 29(4),, members of the Board whom the Registrar
considers responsible for the failure may be subjéctto disqualification for one term,
in addition to other liabilities tinder the Act, after being given a reasonable opportunity
of being heard.

3.1.1.7. Notice of AGM — Seetion 29(5)

Section 29(5) requirés notice of the general meeting to be given to every member,
stating the place, date and heur of the meeting together with the agenda, in the
manner prescribed. The détailed requirements concerning notice are supplemented by
the Kerala Co-operative Societies Rules and the society's bye-laws.

3.1.1.8. Agenda of AGM — Section 29(1) and (5)

The agenda contains the matters proposed for consideration by the general body. It
should include the statutory business prescribed under Section 29, such as the annual
report, audit report, budget, programme of activities, election matters, profit disposal
and other permissible matters. The agenda must accompany the notice as prescribed.

3.1.1.9. Quorum — Rules and Bye-laws

Quorum means the minimum number of members required for validly conducting
a meeting. The supplied material states that the quorum is determined by the applicable
provisions of the Act, Rules and bye-laws. The specific numerical quorum should
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therefore be stated with reference to the applicable Rule and the particular society's
bye-laws rather than assigning a general figure.

3.1.1.10. Conduct of the Meeting — Section 29 and applicable Rules/
Bye-laws

The AGM is conducted by the authorised office-bearer in accordance with the Act,
Rules and bye-laws. The proceedings ordinarily include recording attendance, verifying
quorum, confirming previous minutes, taking up the agenda, presenting reports and
accounts, discussion, voting where necessary and recording decisions in the minutes.

3.1.1.11. Annual Report — Section 29(1)

The AGM places the annual report before members for consideration. It provides
members with information regarding the society's activities and performance during
the preceding year and enables them to examine the functioning of the Board and seek
necessary explanations. Section 29 expressly includes consideration of the annual
report as AGM business.

3.1.1.12. Audited Accounts, Liability Disclosukes and Attendance —
Section 29

The AGM considers the audited accounts, audit report and follow-up action. It must
also consider the detailed list of liabilities'due to the so¢iety from committee members,
employees and their family membersifor the previousdinancial year. The Registrar or a
deputed person, and the Director of Co-operative Audit or a deputed person, have the
right to attend committee and/general body meetings [Section 29(1)(cc), Section 29(1)
(ce) and Section 29(2)].

3.1.1.13. Appropriation of Profit— Section 29(1); Section 56

The AGM considers the disposal or appropriation of net profit in accordance with
the Act, Rules and bye-laws.4Section 56 deals specifically with the disposal of net
profit of co-operative so¢ietics.

3.1.1.14. Democratic Control and Member Participation — Sections
16A, 19A, 20 and 21

Member participation and voting are important aspects of democratic administration.
The Act includes provisions on member participation in management (Section 16A),
member participation (Section 19A), votes of members (Section 20), and the manner
of exercising votes (Section 21). These provisions support the democratic character of
the AGM.

3.1.1.15. Voting at the AGM — Sections 20 and 21

The Act, Rules, and bye-laws govern voting at the AGM. Section 20 deals with
members' votes, while Section 21 deals with the manner of exercising votes. The
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voting system reflects the principle of democratic participation, subject to statutory
qualifications and exceptions.

3.1.1.16. Minutes of the AGM — Rules and Bye-laws

The proceedings and decisions of the AGM must be properly recorded in the minutes
book. The minutes ordinarily contain the date and venue, attendance, quorum, matters
discussed, resolutions passed and voting results. The minutes constitute the official
record of the proceedings of the general body.

3.1.1.17. Importance of AGM — Sections 27 and 29

The AGM is important because it provides a mechanism for member participation,
democratic management, accountability, financial transparency and scrutiny of the
Board. Since the general body is the final authority under Section 27 and Section
29 prescribes important annual business, the AGM occupies a central position in the
governance of a co-operative society.

The Annual General Meeting is the principal statutory forum through which members
exercise the final authority of the co-operative societyaSection 29 provides the central
statutory framework for the AGM, including its timing, purposes, notice, and the
consequences of failing to convene it. Along‘with Seetions 27520, 21, 56, and 63, and
the applicable Rules and bye-laws, these/provisions ensure democratic participation,
accountability, financial scrutiny, and proper administration of co-operative societies.

3.1.2. Special General Body Meetingof a Co-operative Society

3.1.2. 1. Meaning — Section 30, Kerala Co-operative Societies Act,
1969

A Special General Body®Meeting (SGM) is a meeting of the general body convened
to consider specific;ufgent or special matters requiring the decision or approval of the
members. Unlike the Annual Géneral Meeting, which mainly deals with regular annual
statutory business, a Spe¢ial' General Body Meeting is convened whenever a particular
matter requires consideration by the general body.

3.1.2. 2. Statutory Basis — Section 30(1), KCS Act, 1969 and Rule 36,
KCS Rules, 1969

The Special General Body Meeting is principally governed by Section 30 of the
Kerala Co-operative Societies Act, 1969. The procedure is also subject to Rule 36 of the
Kerala Co-operative Societies Rules, 1969 and the registered bye-laws of the society.

3.1.2. 3. Purpose of the Special General Body Meeting — Section 30(1),
KCS Act, 1969

The main purpose of an SGM is to enable members to take decisions on matters
which cannot conveniently be postponed until the next Annual General Meeting, require
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immediate attention, require specific approval of the general body, or are required to be
placed before the general body under the Act, Rules or bye-laws.

3.1.2. 4. Matters Considered at the Meeting — Section 30(3) and Rule
36(2), KCS Rules, 1969

A Special General Body Meeting generally considers the specific matters for which
it has been convened. The notice and agenda should clearly state the business to be
transacted. Members should be allowed to discuss and decide the matters placed before
them.

3.1.2. 5. Convening of the Meeting — Section 30(1), (2) & (3) and Rule
36(1), KCS Rules, 1969

The committee of a co-operative society may call a Special General Body Meeting
at any time. The committee must convene the meeting within one month of receiving a
written requisition from the Registrar or the prescribed number of members.

Under Rule 36(1), the committee shall call theqmeeting within one month from
receipt of a written requisition from the Registrar or ftom one-fifth of the total number
of members. If the committee fails to convenesthe meeting, the Registrar or a person
authorised by him may call the meeting.

3.1.2. 6. Notice of the Meeting — Seetion 30 and Rule 36, KCS Rules,
1969

Proper notice is essential for conductiig @ Special General Body Meeting. The notice
should clearly state the name of the society, date, time, venue, and the specific business
or agenda to be considered. Theynotice should be issued in accordance with the Act,
Rules and registered bye-laws.

3.1.2. 7. Quorum="Rule 36(2), KCS Rules, 1969

The required quorumémuist ordinarily be present before the Special General Body
Meeting can transact business. The applicable quorum is determined by the Act, Rules
and registered bye-laws.

Where a Special General Body Meeting is summoned by the Registrar or an
authorised person under Rule 36(2), the meeting may exercise the powers of a meeting
called under the bye-laws notwithstanding that the quorum fixed by the bye-laws is not
present.

3.1.2. 8. Conduct of the Meeting — Rule 36(2), KCS Rules, 1969

The meeting shall be conducted in accordance with the Act, Rules and registered
bye-laws. The usual procedure includes recording attendance, verifying quorum where
applicable, stating the purpose of the meeting, placing the specified matter before the
members, discussion, voting where necessary and recording the decision in the minutes.

@ SGOU - SLM - BCom - Co-operative Legal System m

SREENARAYANAGURU
vvvvvvvvvv



Where the Registrar convenes the meeting, he may direct who shall preside over the
meeting and what matters shall be discussed.

3.1.2. 9. Voting and Resolutions — Sections 20, 21, 27 and 30, KCS
Act, 1969

Where a matter requires a decision of the general body, it is determined according to
the voting procedure prescribed by the Act, Rules and registered bye-laws. The decision
should be recorded as a resolution in the meeting minutes.

Section 27 provides that the final authority in a co-operative society vest in the
general body. Sections 20 and 21 deal with members' votes and how to exercise them,
while Section 30 provides for Special General Body Meetings.

3.1.2. 10. Minutes of the Meeting — KCS Act, Rules and Registered
Bye-laws

The proceedings and decisions of the Special General Body Meeting should be
properly recorded in the minutes book. The minutes should indicate attendance, quorum,
matters considered, discussions, resolutions passed hand voting results, wherever
applicable.

Note: The supplied material does not identify a specific section or rule exclusively
governing the minutes of an SGM. Therefore, no specific section number is inserted
here.

3.1.2. 11. Difference Between AGiVhand SGM — Sections 29 and 30,
KCS Act, 1969

Annual Géneral Meeting Special General Body Meeting
Section 29, KCS Act, 1969 Section 30, KCS Act, 1969

Held as the regular annual statdtory meeting Held for a specific or special purpose

Deals with prescribed“annual statutory Deals mainly with the specific matter
business for which it is convened

Reviews annual activities and financial Considers urgent or particular matters
matters requiring general body decision

Ordinarily held once in each co-operative May be held whenever required
year

Governed principally by Section 29 Governed principally by Section 30

3.1.2. 12. Importance of the Special General Body Meeting — Sections
27 and 30, KCS Act, 1969

The Special General Body Meeting is important because it enables a co-operative
society to obtain the democratic approval of its members on important matters without
waiting for the next Annual General Meeting. It promotes member participation,

tra rency and democratic decision-making.
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Section 27 recognises the general body as the final authority in a society, while
Section 30 provides the statutory mechanism for convening a Special General Body
Meeting.

The Special General Body Meeting under Section 30 of the Kerala Co-operative
Societies Act, 1969, read with Rule 36 of the Kerala Co-operative Societies Rules,
1969, is an important mechanism of democratic governance in a co-operative society.

3.1.3 Powers of the General Body of a Co-operative Society

Under Section 27(1) of the Kerala Co-operative Societies Act, 1969, the General
Body is recognised as the final authority of a co-operative society. However, its powers
are subject to the provisions of the Act, the Rules and the registered Bye-laws of the
society.

3.1.3 .1. General Authority — Section 27

The General Body is the highest decision-making body in the society. Nevertheless,
it cannot interfere with powers specifically assigned to the Committee or other officers
under the Act, Rules, or Bye-laws.

3.1.3 .2. Constitution of the Committee — Seéetion'28

The General Body is responsible for constituting thejCommittee in accordance with
the Bye-laws. The Committee is then entrusted with the management of the society.
The elected Committee ordinarily has a statutory.term of five years.

3.1.3 .3. Approval of the Annudl'Budget — Section 29

The Annual General Body Meeting examines and approves the budget prepared for
the society's proposed activities, for the coming financial year.

3.1.3 .4. Election of Committee Members

The General Body participates in the election of Committee members in accordance
with the procedure prescribed by the Act and Rules. Election of Committee members is
one of the matters dealt with at the Annual General Body Meeting.

3.1.3 .5. Examination of the Audit Report

The General Body considers the audit report along with the action taken by the
Committee on the audit observations. It also examines the annual report of the society.

3.1.3 .6. Approval of the Programme of Activities

The General Body examines and approves the programme of activities prepared by
the Committee for the forthcoming year.
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3.1.3 .7. Consideration of Operational Loss

If the society incurs an operational loss or faces a deficit, the General Body reviews
the financial situation and considers measures proposed to reduce or eliminate such
loss.

3.1.3 .8. Amendment of Bye-laws

The General Body considers proposals to amend the registered Bye-laws and
approves such amendments in accordance with the procedure prescribed under the
Act and Rules. Amendment of Bye-laws is specifically included among the matters
considered by the Annual General Body Meeting.

3.1.3 .9. Disposal of Net Profit

The General Body determines how the net profit of the society is to be utilised or
distributed, subject to the requirements of the Act, Rules and,Bye-laws.

3.1.3 .10. Review of Subsidiary Organisations

Where a society has a subsidiary organisation, the General Body/examines its annual
report and financial accounts.

3.1.3 .11. Supervision of the Committee

By examining the annual reportgaudit report, accounts and programme of activities,
the General Body exercises andmportant supervisory function over the Committee and
its administration of the society.

3.1.3 .12. Considefation of ©@therdVatters

The General Body maystake up and consider other matters that are properly brought
before it in accordance with the registered Bye-laws of the society.

3.1.3 .13. Representative General Body — Section 27(2)

In societies satisfying the prescribed requirements, a Representative General Body
may be established through an amendment of the Bye-laws. Such a body may exercise
specified powers of the General Body, but it cannot exercise the power of conducting
elections to the Committee.

3.1.3 .14. Special General Body Meeting — Section 30

A Special General Body Meeting may be convened by the Committee. The Committee
must also call such a meeting when it receives a valid requisition from the Registrar or
from the prescribed number or proportion of members.

3.1.4 Limitations on the Powers of the General Body
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Although the General Body is the final authority, its powers are not unlimited. It
must exercise its authority within the framework of:

1. The Kerala Co-operative Societies Act, 1969;

2. The Kerala Co-operative Societies Rules;
3. The registered Bye-laws of the society; and
4

Powers specifically assigned to the Committee, Registrar or other statutory
authorities.

Therefore, Section 27 establishes the General Body as the highest internal authority
of a co-operative society, while Sections 28, 29 and 30 and other provisions of the Act
prescribe its specific functions and powers.

¢ Under Section 27(1) of the Ketala Co-operative Societies Act, 1969, the
General Body functions asfthe final authority of a co-operative society.

O The authority,of the General Body must be exercised in accordance with
the Act,Rules and registered Bye-laws of the society.

¢ It forms the Committee in accordance with the Bye-laws and assigns the
management of the society to the Committee.

¢ It examines andssanctions the annual budget prepared for the society's
proposed activities.

¢ It conducts the election of Committee members following the procedure
established by law.

¢ It reviews the audit report, the action taken on audit findings and the
society's annual report.

¢ It evaluates and approves the programme of activities planned for the
coming year.

¢ When the society incurs an operational loss or deficit, it considers appro-
priate steps to reduce or overcome the loss.

¢ Itconsiders proposals for changing the registered Bye-laws and approves
them in accordance with the prescribed legal procedure.
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¢ It decides how the society's net profit should be utilised or distributed,
subject to the applicable legal provisions.

¢ Where a subsidiary organisation exists, it examines its annual report and
financial accounts.

¢ By scrutinising reports, accounts and activity programmes, the General
Body exercises oversight over the functioning of the Committee.

¢ It can also consider other matters that are properly placed before it in
accordance with the society's Bye-laws.

¢ Under Section 27(2), a Representative General Body may exercise spec-
ified powers of the General Body, but it cannot conduct elections to the
Committee.

0 Therefore, although the General Body is the highest internal authority,
its powers are not unrestricted and must be exercised within the Act,
Rules, Bye-laws and the powers assigned to thexCommittee, Registrar
and other statutory authorities.

1. Within what period should the Annual General Body Meeting be held after
the close of the financidl year?

2. Which section deals with Speéial General Body Meetings?

Which Rule of the Kerala Co-opérative Societies Rules, 1969 deals with
Special Genéral' Body Meectings?

4. Who is ordinarilys#€Sponsible for convening the Annual General Meet-
ing?

5. What is the minimum number of members required for a meeting to be
validly called?
Which section deals with the votes of members?

Who may convene the AGM if the Board fails to convene it within the
prescribed period?

Which section deals with the audit of co-operative societies?
What is the primary purpose of a Special General Body Meeting?

10. Under which section of the Kerala Co-operative Societies Act, 1969 is the
General Body recognised as the final authority of a society?

11. Under which section does the General Body constitute the Committee of
a co-operative society?

12. Which body approves the annual budget relating to the programme of
activities of the society?
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l.
2.
3.
4.
3.
6.
7.
8.
9.

Within six months.

Section 30.

Rule 36.

The Board/Managing Committee.

Quorum.

Section 20.

The Registrar or a person authorised by the Registrar.
Section 63.

To consider specific, urgent or special matters requiring the decision or
approval of the General Body.

. Section 27(1).
. Section 28.
. The General Body.

Explain the legal position ofithe General Body as the final authority of a
co-operative society.

Describe the'major powers and functions of the General Body under the
Kerala Co-operativesSocieties Act, 1969.

Explain thewole of the General Body in the constitution and election of the
Committee.

Discuss the important matters that are required to be considered at the
Annual General Body Meeting.

What is a Special General Body Meeting? Explain its purpose and the cir-
cumstances in which it may be convened.

Distinguish between an Annual General Body Meeting and a Special Gen-
eral Body Meeting.

Explain the role of the General Body in examining the audit report, annual
report and financial affairs of the society.

Discuss the powers of the General Body regarding amendment of Bye-
laws and disposal of net profit.

Explain the limitations imposed on the powers of the General Body by the
Act, Rules and registered Bye-laws.
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Assignments

Explain the meaning, statutory basis, purposes, procedure and importance
of the Annual General Meeting under the Kerala Co-operative Societies
Act, 1969.

Examine the circumstances in which a Special General Body Meeting may

be convened and explain the procedure for convening it under Section 30
and Rule 36.

Prepare a comparative study of the Annual General Meeting and Special
General Body Meeting with reference to their purpose, timing, statutory
provisions and business transacted.

Discuss the powers of the General Body as the final authority of a
co-operative society, with particular reference to Sections 27, 28 and 29.

Analyse the role of General Body Meetings in promoting democratic
participation, transparency, accountability, and effective, management of
co-operative societies.

Examine the role of the General Bedy imapproving the budget and pro-
gramme of activities, considering audit reports, reviewing losses, amend-
ing Bye-laws and disposing of net profits.

Reference

Departmént of Co-operation, Government of Kerala. (n.d.). The Kerala
Co-operative Societies Act and rules.

Government of Kerala: (2024, June 7). The Kerala Co-operative Societies
(Amendment) Aetg2023 (Act 9 of 2024). Kerala Gazette Extraordinary.

Government of Kerala. (1969). The Kerala Co-operative Societies Act,
1969.

Government of Kerala. (1969). The Kerala Co-operative Societies Rules,
1969.

Registered bye-laws of the co-operative society. (n.d.).
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Unit é
Committees of Co-Operative
Societies

Learning Outcomes

After completing this unit, the learner will be able to;

0 Explain the constitution and composition of the
committee of a co-operative society.

¢ Describe the term of office and the procedure for the
election of committee members and office-bearers.

¢ Explain the reservation prowvisions for weaker
sections in committee representation.

0 Identify the grounds, for disqualification of
committee members and the role of the Registrar in
dealing withdisqualifieation.

0 Apply the/relevant provisions of the Kerala Co-op-
erative Societies Act and Rules to committee-related
situations.

Prerequisite

( A group of members forms a co-operative society to run a
commondbusiness for their mutual benefit. Since not all mem-
ber§ican participate in day-to-day management, they elect a
committee to manage the society's affairs. The committee is
constituted according to the provisions of the law, Rules, and
the society's bye-laws.

The committee does not continue permanently. It has a
specified term, after which the prescribed process constitutes
a new committee. To ensure proper representation, certain
seats may be reserved for weaker or specified sections of
members. At the same time, a person who does not meet the
prescribed legal conditions or is disqualified cannot become a
committee member.

Thus, the effective functioning of a co-operative society
depends on a properly constituted and representative commit-
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tee. Before studying this topic, learners should have a basic knowledge of the
members, general body and managing committee of a co-operative society. This
background will help them learn about the constitution of the committee, its term,
reservation for weaker sections and disqualification of committee members.

Co-operative Society, General Body , Managing Committee , Constitution of Com-
mittee , Election , Term of Committee , Reservation , Nomination, Disqualification ,
Office-Bearers

Discussion

3.2.1 CONSTITUTION OF THE COMMITTEE OF
CO-OPERATIVE SOCIETIES

The constitution of the committee refers to the formation and composition of
the managing committee responsible for the management and administration of a
co-operative society. Under the Kerala Co-operative Societies Act, 1969, the General
Body has an important role in constifuting the ¢emmittée, while the committee exercises
the management powers entrusted to it by‘the Act, Rules and bye-laws.

3.2.1.1.General Body as the Final Authority — Section 27

The General Body is the final“authority of a co-operative society, subject to the
provisions of the Act, Rules and\registered bye-laws. It exercises democratic control
over the society and has'an important role in the constitution of its managing committee.

3.2.1.2.Constitution of the Commaittee — Section 28

Section 28 of the Kerala Co-operative Societies Act, 1969 deals with the constitution
of the committee. The committee is constituted in accordance with the provisions of the
Act, Rules and the registered bye-laws of the society.

The committee is entrusted with managing the affairs of the society. Thus, while the
General Body remains the final authority, the committee is responsible for day-to-day
management and implementing decisions in accordance with law.

3.2.1.3.Election of Committee Members

Committee members are elected in accordance with the statutory provisions, Rules
and the bye-laws of the society. The election process provides members with an
opportunity to participate in the democratic administration of the society.
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The voting rights of members are governed principally by Sections 20 and 21, subject
to the qualifications, restrictions and exceptions provided under the Act and Rules.

3.2.1.4.Powers and Responsibilities of the Committee

Once constituted, the committee is responsible for the management and administration
of the society. Its functions include implementing decisions of the General Body,
managing the affairs of the society, supervising its activities and exercising the powers
assigned to it by the Act, Rules and bye-laws.

3.2.1.5.Relationship Between General Body and Committee

The General Body and the committee perform different but complementary functions.
Under Section 27, the General Body is the final authority, whereas Section 28 provides
for the constitution of the committee to manage the affairs of the society.

Therefore, the committee must exercise its powers within the framework of the
Kerala Co-operative Societies Act, 1969, the Kerala Co-operative Societies Rules,
1969 and the registered bye-laws.

Section 28, titled “Appointment of Committee,” provides the statutory framework
for constituting the managing committee of a«€o=0perativersociety. The General Body
constitutes the committee under the registeted bye-laws, and entrusts it with managing
the society's affairs. The current statutory text provides'for a five-year term, calculated
from the date of election.

3.2.1.6.Constitution of th€ Committee — Section 28(1)

The General Body of the society is responsible for constituting the committee. The
committee must be comStituted in accordance with the society's registered bye-laws.
Once constituted, the committee 1sentrusted with managing the affairs of the society.

Thus, Section 28 establishes a clear relationship between the General Body and
the committee: the General Body is the final authority under Section 27, while the
committee manages the society.

3.2.1.7.Term of the Committee — Section 28(1)

The committee is constituted for a period of five years. The Act specifically provides
that, notwithstanding anything contained in the bye-laws, five years from the date of
election will be taken as the term of the committee.

Therefore, the term of the committee is determined by the statutory provision rather
than by a contrary provision in the bye-laws.

3.2.1.8.First Committee of a Newly Registered Society — Section 28(1)

In the case of a society newly registered under the Act, the persons who signed the
application for registration may appoint a committee to conduct its affairs for three
months from the date of registration.
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The Registrar may permit the committee to continue for a further period where
necessary. However, the temporary committee ceases to function once a committee is
constituted in accordance with the registered bye-laws.

3.2.1.9.Nomination to the First Committee — Section 28(1)

Where the bye-laws so provide, the Government or the Registrar may nominate all
or any members of the first committee, including the President or Chairman, subject to
the statutory period applicable to such nomination.

This provision is intended to facilitate the initial functioning of a newly registered
society until its regular committee is constituted.

3.2.1.10.Powers of Nominated Members — Section 28

A person nominated to the committee under the statutory provision has the powers
of an elected committee member and holds office subject to,the conditions governing
the nomination. The statutory framework therefore distinguishes between the elected
committee and situations where nomination is permitted.

3.2.1.11. Composition of the Committee

Section 28, the applicable provisions of the Act and\Rules, and the registered bye-
laws govern the committee's composition and number of members. The Act also contains
specific provisions concerning representation and reservation for particular categories
and types of societies. Accordingly, the exact ¢emposition should be determined based
on the type of co-operative sogiety concerned.

Current Section 28(1CA) reserves two committee seats for members not exceeding
40 years of age on thesi@mination date: ene from the non-reserved category and one
woman from the category reservedunder Section 28A(1).

Under Section 28(1G), the committee must co-opt two persons with the prescribed
banking-service background orgpecialisation in co-operation/co-operative management,
management, agriculture€€onomics, commerce, public finance, law, rural development
or information technology. Such co-opted members cannot vote in a society election in
that capacity or be elected as office-bearers.

Section 28(2A) limits a committee member of a credit society to three consecutive
terms, whether a term was served wholly or partly.

For example, Section 28AA provides for reservation of seats in the committees of
Urban Co-operative Banks for members possessing banking experience or specified
professional qualifications.

3.2.1.12.Election and Democratic Constitution

The regular committee is constituted through the democratic process prescribed by
the Act, Rules and bye-laws. Members who satisfy the statutory requirements participate
in the election process, subject to applicable qualifications and disqualifications.

@ SGOU - SLM - BCom - Co-operative Legal System =



The Kerala High Court has recognised that Section 28 provides for the constitution
of the committee to manage the affairs of the society and that the right to elect and
contest elections is subject to statutory limitations.

3.2.1.13.Election of Office-Bearers — Rule 38

After the committee is constituted under Section 28, Rule 38 of the Kerala
Co-operative Societies Rules, 1969 provides for convening the committee to elect its
President and other office-bearers.

The Secretary, Chief Executive, or other officer performing the functions of the
Secretary or Chief Executive must convene the committee within the prescribed period.
The committee then elects its President and other office-bearers and authorises the
concerned officers to take charge from the outgoing office-bearers.

3.2.1.14.Management of the Society

Once constituted, the committee is entrusted with managing the affairs of the society.
This includes exercising the powers and performing the funetions assigned to the
committee under the Act, Rules and bye-laws.

However, the committee does not replacesthénGeneral,Body. The General Body
remains the final authority under Section 27, while the committee manages the society
within the powers conferred upon it.

3.2.1.15.Importance of Section28

Section 28 is important bec¢ause it provides the legal foundation for the management
structure of a co-operative society. It:
¢ identifies the General Bodysassthe authority that constitutes the committee;
prescribes the term of the committee;
provides for the first committee of a newly registered society;
permits nomination in specified circumstances;

connects the committee's constitution with the registered bye-laws; and

S OO O

entrusts the management of the society's affairs to the constituted committee.

3.2.2 TERM OF THE COMMITTEE

The term of office of the committee is determined by the provisions of the Kerala
Co-operative Societies Act, the Rules framed under the Act, and the registered bye-laws
of the society. Thus, the formation and continuation of a committee must comply with
the statutory requirements applicable to the concerned category of co-operative society.

3.2.2.1. General Term — Five Years

Under Section 28(1) of the Kerala Co-operative Societies Act, 1969, the General
Body elects or constitutes the committee for five years, subject to the provisions of
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the registered bye-laws. The committee administers and manages the affairs of the
co-operative society.

3.2.22. Commencement and Calculation of the Term

The five years is reckoned from the date of election of the committee. The Explanation
to Section 28(1) makes it clear that, irrespective of any contrary provision in the bye-
laws, the term of the committee shall be treated as five years from the date of its election.

3.2.2.3. Newly Registered Societies

In a newly registered co-operative society, the persons who signed the application
for registration may form a temporary committee to manage the society's affairs. Such
a committee can function for three months from the date of registration, or for any
additional period the Registrar considers necessary. Its tenure comes to an end when a
committee is constituted in accordance with the bye-laws.

3.2.2.4. Extension of the Term in Exceptional Situations

The Act also provides for a limited extension of'the existing committee's term in
certain exceptional circumstances. This applies_where a new committee cannot be
constituted or take charge before the existing committee'sutetm expires. Any such
extension must comply with the conditigns, restrictions, and time limits prescribed
under Section 28.

3.2.3 RESERVATIONA#OR WEAKER SECTIONS IN THE
COMMITTEES OF CO-OPERATIVE SOCIETIES

The Kerala Co-openative Societies Acts 1969 provides for representation of women
and members belon@ing to Scheduled Castes and Scheduled Tribes in the committees
of co-operative societiesafSection 28 A contains this provision and specifically deals
with reservation in the'committee.

1. Statutory Provision <Séction 28A

Section 28A provides for reservation of seats for women members and members
belonging to Scheduled Castes or Scheduled Tribes in the committee. The provision
operates notwithstanding anything contained in the Act, Rules or the registered bye-
laws of the society.

Under the provision:

O Three seats in the committee are reserved for women members.

¢ One seat is reserved for a member belonging to the Scheduled Castes or
Scheduled Tribes.
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2. Reservation for Women Members

The reservation of seats for women is intended to promote their effective participation
in the administration and decision-making process of co-operative societies. Currently,
three seats in the committee are reserved for women members.

Reservation does not restrict women members from contesting other seats. A woman
member may also contest and be elected to a non-reserved seat through the ordinary
election process. Thus, the reservation provision does not prevent women from obtaining
representation beyond the seats specifically reserved for them.

3. Reservation for SC/ST Members

One seat in the committee is reserved for a member belonging to the Scheduled Castes
or Scheduled Tribes. This provision aims to ensure the participation of historically
disadvantaged sections in the democratic administration of co-operative institutions.

An SC/ST member is also entitled to contest a nonsreserved seat. Therefore,
reservation does not prevent such a member from being elected through the general
category.

4. Nomination in the Absence of Required Representation

Section 28A(3) provides a mechanism to@nsure that the préscribed representation is
achieved. If women or SC/ST members are not represented in the elected committee,
the Government or the Registrar may nominate eligible women or SC/ST members
from among the members of the society.

This provision ensures that the statutory objective of reservation is not frustrated
merely because candidates belonging to the reserved categories were not elected in the
ordinary election.

5. Objectives of Réservation
The reservation provisions are intended to achieve the following objectives:

1. To promote inclusiveland democratic administration of co-operative societies.
2. To encourage the participation of women in the decision-making process.

3. To ensure representation of SC/ST members in co-operative institutions.
4

To provide historically disadvantaged sections with opportunities to participate
in the administration of co-operative societies.

5. To strengthen the democratic functioning of co-operative institutions.

The Kerala High Court has recognised the broader social objective underlying
reservation in co-operative committees. Co-operative societies operate at the
grassroots level as institutions of democratic participation, and reservation can provide
disadvantaged groups with opportunities to gain experience in administration and
governance.
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6. Important Distinction

The expression “weaker sections” should not be treated as covering every
economically weaker group for Section 28A. Under the present statutory scheme in
Kerala, Section 28A specifically provides reservation for women and SC/ST members.

Accordingly, the provision should not be described as creating a general reservation
for all economically weaker sections unless another specific statutory or regulatory
provision provides for such reservation.

7. Summary of Reservation under Section 28A

Provision Nature of Representation

Section28A(1)  Three seats reserved for women members
Section 28A(1)  One seat reserved for an SC/ST member

Section 28A(2) Reserved-category members may also contest non-reserved seats

Section 28A(3) Government/Registrar may nominate members where the required
representation is absent.

3.2.4 Disqualification of Committee Members of a Co-opera-
tive Society

The Kerala Co-operative Societies Act, 1969 and the Kerala Co-operative Societies
Rules, 1969 prescribe certain conditions under which/a person becomes ineligible to
be elected or appointed as a member of the committec of a co-operative society. The
principal provisions governing such disq@alifications are Section 28(2) of the Act and
Rule 44 of the Kerala Co-operative Societies Rules, 1969.

1. Disqualification under'Section 28(2)

Section 28(2) specifieseCertain restrictions on a person's eligibility to become or
continue as a commitfée member.

(a) Membership in more'than one society of the same type

A person cannot simultaneously serve as a committee member of more than one
co-operative society of the same type.

(b) Membership in more than two societies of different types

A person becomes disqualified if they hold committee membership in more than two
co-operative societies belonging to different types.

(¢) Restriction on holding the office of President or Chairman

Subject to the circumstances permitted under Section 28(3), a person may serve on
the committee of an apex or central society of the same type. However, a person cannot
hold the position of President or Chairman in more than one society of the same

type.
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2. Additional Disqualifications under Rule 44

Rule 44 prescribes several other circumstances in which a member becomes ineligible
for election or appointment to the committee. These include a person who:
¢ is already disqualified under Section 28;
¢ is a near relative of a paid employee of the society;

¢ has defaulted in repayment of a loan obtained from the society or another
society, subject to the prescribed conditions;

¢ has been convicted of an offence resulting in the relevant statutory
disqualification and the prescribed period has not yet expired;

¢ hasadirect or indirect interest in a contract, sale, purchase or other transaction
with the society, except where the Rule permits it;

¢ is employed as a legal adviser or legal practitioner, other than in an honorary
capacity, in circumstances covered by the Rule;

¢ 1is a paid employee of the society or another society, subject to the specified
exceptions;

¢ is a minor, nominal member or associate member, or falls within another
category specifically excluded by the Rule;

¢ has applied to be adjudicated as adbankrupt, 18 an uncertified bankrupt, or is an
undischarged insolvent;

carries on a business similar to the business conducted by the society;
is disqualified under any other provision of the society's bye-laws;

was a member of a/committee thatywas superseded and the prescribed one-
year period has not yet expired; or

¢ has been subjected to sureharge proceedings under Section 68 of the Act.
3. Disqualification Arising Aftex Election
Disqualification may arise eyen after a person has been elected to the committee. If

an existing committee mémber subsequently incurs a disqualification prescribed under
Rule 44, the person ceases to hold the office of committee member.

The Rule also covers cases where it is later discovered that the person was already
disqualified on the date of the election.

4. Disqualification on Account of Loan Default

Mere existence of an outstanding loan amount does not automatically result in
disqualification. The prescribed procedure must be followed first.

The member must be served with a notice requiring payment of the defaulted amount.
If the member fails to clear the outstanding amount within the prescribed period after
receiving the notice, the relevant disqualification may arise.
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5. Declaration by the Registrar

When a person is disqualified from being a committee member, the Registrar may
take action either on their own initiative or on a representation made by a member of
the society or its financing bank.

The Registrar may issue a written order declaring that the person shall cease to be a
member of the committee from the date on which the disqualification arose.

6. Effect of Disqualification
Disqualification may operate at two different stages:

O Before election or appointment:

A person who is already disqualified cannot be validly elected or appointed as a
committee member.

¢ After election or appointment:

If an existing committee member subsequently incurs a statutory disqualification,
the person ceases to hold office, subject to compliafice with the procedure prescribed
by law.

7. Effect of Defect in the Constitution of the Committee — Section 105

Section 105 provides that an act perfotmed by a society, its committee or an officer
does not ordinarily become invalid merely because thete is a defect in the constitution
of the committee or because an officer was disqualified.

However, this protection i§ not available where a competent authority has already
declared the relevant defect ot disqualification.

In summary, Section 28(2) mainlyregulates restrictions on holding committee posi-
tions in multiple co-operative societies, whereas Rule 44 sets out a broader range of
disqualifications relating to personal status, financial default, employment, conflicts
of interest, insolvency, business activities and other statutory or bye-law restrictions.
Together, these provisionsregulate the eligibility and continued membership of persons
serving on the committees of co-operative societies.

¢ The General Body is the supreme authority of a co-operative society
under Section 27 of the Kerala Co-operative Societies Act, 1969.

¢ The managing committee is constituted under Section 28 to manage the
affairs of the society.

¢ The committee is formed in accordance with the Act, Rules, and regis-
tered bye-laws of the society.
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O The term of the committee is generally five years from the date of elec-
tion.

¢ Special provisions apply to the first committee of a newly registered
society.

¢ Committee members are elected through a democratic election process
as prescribed by law.

O Rule 38 governs the election of the President and other office-bearers
after the committee is constituted.

0 Section 28A reserves three seats for women and one seat for a Scheduled
Caste/Scheduled Tribe member in the committee.

¢ If the required representation is not secured through election, eligible
members may be nominated.

¢ The reservation provisions promote inclusive participation and demo-
cratic governance in co-operative societies.

¢ Section 28(2) and Rule 44 specify the eligibility conditions and grounds
for disqualification of committee members:

¢ Disqualification may arise due to multiple committee piemberships, loan
default, convictions, conflicts offinterest, employment restrictions, insol-
vency, or similar business activities.

¢ A member may be disqualified, before election or during the term of
office, and the Registrar has the authority to declare that the member
must vacate the position.

0 Section 105 proteets certdin acts of the society or committee despite
specified defects in its constitution, subject to legal limitations.

Objective Questions

1. Who is the final authority of a co-operative society under the Kerala Co-op-
erative Societies Act, 1969?

2. Which section of the Kerala Co-operative Societies Act deals with the con-
stitution of the committee?

3.  What is the statutory term of a committee of a co-operative society?

4. Who is entrusted with the management of the affairs of a co-operative
society?

5. Which rule provides for the election of the President and other office-bear-
ers of the committee?

6. How many seats are reserved for women members in the committee under
Section 28A?
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10.
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10.

How many seats are reserved for SC/ST members in the committee under
Section 28A?

Can a woman member contest a non-reserved seat in the committee elec-
tion?

Which authority may nominate women or SC/ST members if the required
representation is absent in the elected committee?

Under which rule are additional disqualifications of committee members
prescribed?

The General Body.
Section 28.

Five years from the date of election.

The Committee.

Rule 38 of the Kerala Co-operative Societies Rules, 1969.

Three seats.

One seat.

Yes, a woman member can contést and be elected to a non-reserved seat.
The Government ot the Registrar.

Rule 44 of theskerala €Co-operative Societies Rules, 1969.

Explain the respective roles of the General Body and the managing
committee in the administration of a co-operative society with reference to
Sections 27 and 28.

Describe the manner in which the committee is constituted and explain its
statutory term under Section 28 of the Kerala Co-operative Societies Act,
1969.

Discuss the reservation provisions under Section 28A for women and
Scheduled Caste/Scheduled Tribe members. What are the main purposes
of providing such reservation?

Examine the principal grounds on which a committee member may be
disqualified under Section 28(2) of the Act and Rule 44 of the Kerala
Co-operative Societies Rules, 1969.
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5. Explain the consequences of a committee member becoming disquali-
fied after election and discuss the role of the Registrar in determining and
declaring such disqualification.

Assignments

1. Discuss the formation of the managing committee of a co-operative society
under Section 28 of the Kerala Co-operative Societies Act, 1969. Explain
the role and responsibilities of the General Body in constituting the com-
mittee.

2. Prepare a detailed study on the term of office of the committee, covering
the computation of its five-year tenure, the provisions concerning the first
committee of a newly registered society and the cireumstances in which the
term may be extended.

3. Analyse the provisions of Section 28A rélating to reservation for women
and Scheduled Caste/Scheduled Tribe members, Discuss the significance
and objectives of reservation in psgomotingiepresentative and democratic
administration.

4. Examine the various grounds of disqualification prescribed under Section
28(2) and Rule 44. Categosise the different grounds and explain how such
disqualifications affect a person's eligibility to serve on the committee.

5. Explain the circumstances il which a person may incur disqualification
after being elected as a committee/member. Describe the procedure adopted
by the Registrar and theéyconseguiences of such disqualification for contin-
uation in/office.

6. Examine'thegprovisions of Section 105 concerning defects in the consti-
tution of a committeé or the disqualification of an officer. Explain their
impact on acts €arfied out by the society, committee or concerned officer.
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Unit ﬁ
Elections of Co-Operative
Societies

Learning Outcomes

After completing this unit, the learner will be able to;
¢ Explain the concept and significance of elections in
co-operative societies.

¢ Describe the constitution and powers of the State
Co-operative Election Commission.

¢ Outline the procedure for cenducting elections in
co-operative societies.

¢ Identify the stages involved in the election process
from notification.te.declaration of results.

¢ Distinguishhe roles of the Election Commission and
the co-operative society in conducting elections.

Prerequisite

Imagine a village library that is owned and managed by its
members. Bvery three years, members need to choose a new
committee to manage the library's books, finances, and daily
activities. To make sure the election is fair, an independent
teacher from a nearby school is appointed to supervise the
entire process. The teacher announces the election date,
prepares the list of eligible voters, accepts nominations from
interested members, conducts secret voting, counts the votes,
and declares the winners. Since everyone follows the same
rules, the members trust the election results.

A co-operative society works in a similar democratic way.
Members do not simply appoint a managing committee; they
elect it through a structured and legally regulated process.
Before studying this unit, learners should be familiar with the
basic structure of a co-operative society, the role of the managing
committee, and the importance of democratic participation by
members. This background will help them understand the role
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of the State Co-operative Election Commission and the procedures followed in
conducting co-operative society elections.

) 158101
3.3.1 Meaning of Election

Election is the statutory process through which member$iof a co-operative society
elect members to its managing committee. The election is eonducted in accordance
with the Kerala Co-operative Societies Act, 1969, the Kerala Co=operative Societies
Rules, 1969 and the bye-laws of the society.

3.3.1.1 Significance of Elections in £0-operative Sacicties

Elections are essential for the democrati¢ functioning of a co-operative society. They
enable members to participate in the society'sadministration by choosing representatives
to form and manage the managing committee.

The major significance of elections includes:
Ensuring democratic participation of members.
Providingan opportunity‘to'€hoose representatives.

Promoting acceuntability of the managing committee.

S OO

Ensuring continuity in‘the democratic administration of the society.

¢ Strengthening members' confidence in the management of the society.

3.3.1.2 Election to the Managing Committee — Section 28

Members of a co-operative society elect the members of its managing committee in
accordance with the provisions of the Act, Rules, and the society's registered bye-laws.

The managing committee is responsible for managing the affairs of the society within
the framework of the law and the bye-laws.

3.3.1.3 Reservation in the Committee — Section 28A

Section 28A provides for reservation of seats in the managing committee for
specified categories of members, including women members and members belonging
to Scheduled Castes or Scheduled Tribes, subject to the statutory provisions.
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3.3.1.4 Election of President and Vice-President — Section 28AB

Section 28AB contains provisions relating to the election and removal of the
President, Vice-President and other office-bearers, wherever applicable.

3.3.2 State Co-operative Election Commission

The State Co-operative Election Commission (SCEC) is a statutory authority
responsible for the superintendence, direction and control of the preparation of electoral
rolls and the conduct of elections to co-operative societies.

3.3.2.1 Constitution of the State Co-operative Election Commission

The State Government constitutes the State Co-operative Election Commission
through a Gazette notification.

The Commission consists of not more than three members, ancluding:

¢ State Chief Co-operative Election Commissioner; and
¢ Co-operative Election Commissioners.

The relevant provisions of the Kerala Co-operative, Societies Act govern the
Commission's qualifications and compositiofi.

3.3.2.2 Objectives of the State Co+0perative Election Commission
The principal objectives of the Commission arejto.ensure that elections are:

¢ Free and fair.

¢ Transparent and impartial.

¢ Conductedfaccording to laws

¢ Completed withifi the prescribed period.

¢ Free from improper interference.

3.3.2.3 Functions of the State Co-operative Election Commission

The major functions of the Commission include:
Preparation and control of electoral rolls.

Conduct and supervision of elections.

Determination of the election programme.

Appointment or authorisation of election officers.
Supervision of polling and counting.

Ensuring compliance with election laws and procedures.

Declaration of election results through authorised election authorities.

A P R e

Taking necessary measures for the proper conduct of elections.
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3.3.4 Powers of the State Co-operative Election Commission
1. Power of Superintendence, Direction and Control

The Commission exercises overall superintendence, direction and control over the
preparation of electoral rolls and the conduct of elections to co-operative societies.

2.Power Relating to Electoral Rolls

The Commission has authority over the preparation, publication and finalisation of
electoral rolls in accordance with the Act and Rules.

3.Power to Determine the Election Programme

The Commission determines the election programme specifying the different
stages of the election, such as nomination, scrutiny, withdrawal, polling, counting and
declaration of results.

4 Power to Appoint Election Officers

The Commission may designate or nominate Government officers and employees
to assist in conducting elections. It may also authorise,appropriate election officers to
perform specified election duties.

5. Power Relating to Nomination and Scrutiny

Through authorised election officers, the Commission ensures that nomination
papers are received and scrutiniseddmpaccordance with'the prescribed requirements.

6.Power to Supervise Polling and Counting

The Commission supervises, polling and counting to ensure compliance with the
prescribed election procedure.

7. Power to Issue Directions

The Commission may issue appropriate directions to election officers and concerned
co-operative societies forthe proper and lawful conduct of elections.

8 Power Relating to Election Expenses

The Commission has statutory powers relating to election expenses. It may, in
accordance with the Act and applicable provisions, fix, alter or revise limits relating to
election expenditure for different classes of co-operative societies.

9.Power to Take Necessary Measures

The Commission may take appropriate measures authorised by law to ensure the
proper conduct of elections, including action relating to postponement or rescheduling
where legally warranted.

10.Control Over Election Machinery

Election officers entrusted with election duties function under the direction and
su ision of the State Co-operative Election Commission. m
!
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11.Power to Ensure Compliance

The Commission may take measures authorised by law to ensure compliance with
the Act, Rules, bye-laws and prescribed election procedures.

3.3.5 Importance of the State Co-operative Election Com-
mission

An independent election authority helps ensure elections are conducted in a fair,
impartial, transparent, and systematic manner. It strengthens democratic administration
and promotes confidence among members of co-operative societies.

3.3.6 Election Procedure

Elections to the managing committee of a co-operative society are conducted through
a prescribed statutory procedure under the supervision of the State Co-operative Election
Commission. The major stages of the election procedure are'as follows:

1.Preparation of Electoral Roll

The electoral roll contains the names of members who are legally entitled to exercise
their voting rights. The preparation and contfol of the electoraldoll are carried out in
accordance with the applicable statutory pfovisions.

2.Publication of Voters' List

The electoral roll or voters' list is published @siprescribed so that eligible members
can verify their inclusion and @xercise their voting rights.

3. Election Notification

The election process begins with“issuing the prescribed election notification or
election programme. It spécifies the various stages of the election and the dates within
which they are to be'eompleted.

4.Appointment of Election Officers

The State Co-operative Election Commission may designate or nominate Govern-
ment officers and employees to assist in conducting the election. The authorised officers
perform the duties assigned to them at different stages of the election.

5.Filing of Nomination Papers

Eligible members who wish to contest the election submit nomination papers in the
prescribed form within the specified period.

6.Scrutiny of Nominations

The authorised election officer scrutinises the nomination papers to determine
whether the candidates satisfy the prescribed legal requirements. The officer rejects
invalid nominations and accepts valid nominations.
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7. Withdrawal of Candidature

Candidates whose nominations have been accepted may withdraw their candidature
within the prescribed period. After the withdrawal period ends, the Commission pre-
pares the final list of contesting candidates.

8.Uncontested Election

If the number of validly nominated candidates is equal to or less than the number of
seats to be filled, the election may be completed without a contested poll, following the
prescribed procedure.

9.Polling

Where the number of valid candidates exceeds the number of available seats, a poll
is conducted. Eligible members exercise their voting rights according to the prescribed
procedure under the supervision of authorised election officers.

10. Counting of Votes

After polling is completed, the votes are counted according to'the prescribed proce-
dure. Election officers ensure the votes are properly counted and recorded.

11.Declaration of Election Results

After counting is completed, the candidates obtaining the required number of votes
are declared elected. The results are formally declared and recorded in accordance with
the statutory procedure.

12.Election of President and Vice-President

Where applicable, the President, Vice-President and other office-bearers are elected
in accordance with thérelevant provisions of the Act and the prescribed procedure.

13.Reservation of Seats

Where seats are reserved forspecified categories of members under Section 28 A, the
election to such reservedéseats 1s conducted in accordance with the applicable statutory
provisions.

14. Election Expenses

Election expenses are regulated in accordance with the provisions of the Act, Rules
and directions of the State Co-operative Election Commission.

15. Postponement or Rescheduling of Election

Where circumstances recognised by law make it impracticable to conduct an elec-
tion as scheduled, appropriate action may be taken by the competent authority in accor-
dance with the Act, Rules and applicable orders.
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Recap

¢ The election of a co-operative society is a statutory process through
which members elect the managing committee according to the Kerala
Co-operative Societies Act, 1969, Rules and the society’s bye-laws.

0 The State Co-operative Election Commission, constituted under
Section 28B, exercises superintendence, direction and control over the
preparation of electoral rolls and the conduct of elections.

¢ Theelection process includes preparation of the electoral roll, publication
of the voters’ list, notification, nomination, scrutiny, withdrawal,
finalisation of candidates, polling, counting and declaration of results.

¢ The Commission is responsible for preparing the electoral roll, appointing
election officers, fixing the election programfe and supervising the
different stages of the election.

¢ The Commission may issue directionsdte ensure compliance with the
Act, Rules, bye-laws and the approved election programme.

¢ Section 28B and Rule 35A are_the principal provisions governing the
election procedure.

¢ Section 28A deals with reservation in the managing committee, while
Section 28 AB deals withsthe election and temoval of the President, Vice-
President and othersoffice-bearers, wherever applicable.

0 Section 28B also/containsgprovisions relating to election expenses and
assistance from Government officers and employees.

¢ Overall,g#the “electionysystein promotes free, fair, transparent and
impartial demoeratie, administration by enabling members to elect their
representatives.
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Objective Questions

1.
2.
3.
4.
3.
6.
7.
8.

Which section of the Kerala Co-operative Societies Act, 1969 deals with
the State Co-operative Election Commission?

Which provision deals with the election procedure conducted by the State
Co-operative Election Commission?

Who is responsible for the preparation and control of the electoral roll?
Which section deals with reservation of seats in the committee?

Under which section are provisions made for the election of the President
and Vice-President?

What is the first significant stage in the election process?
Who scrutinises the nomination papers of candidates?

What happens after the counting of votes is completed?

Section 28B.

Rule 35A of the Kerala Co-operative Societies Rules.
The State Co-operative Election Commission.
Section 28A.

Section 28AB.

Preparatiomyef the electoral roll.

The authorised election officer.

The candidates who obtain the required number of votes are declared
elected.

Self-Assessment Questions

Explain the meaning and importance of elections in co-operative societies.

Describe the constitution, functions and major powers of the State
Co-operative Election Commission under Section 28B.

Explain the various stages involved in the election procedure of a
co-operative society under Rule 35A.
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10.

Discuss the role of election officers in conducting elections and explain the
provisions relating to election expenses.

Explain the provisions relating to reservation in the committee and the
election of the President and Vice-President under Sections 28 A and 28 AB.
Discuss the important matters that are required to be considered at the
Annual General Body Meeting.

What is a Special General Body Meeting? Explain its purpose and the
circumstances in which it may be convened.

Distinguish between an Annual General Body Meeting and a Special
General Body Meeting.

Explain the role of the General Body in examining the audit report, annual
report and financial affairs of the society.

Discuss the powers of the General Body regarding amendment of Bye-
laws and disposal of net profit.

Explain the limitations imposed on the powers of the General Body by the
Act, Rules and registered Bye-laws.

Assignments

Explain the role, responsibilities ‘and,powers of the State Co-operative
Election Commissiofi under Se€tion 28B.

Describe the complete election process of a co-operative society under Rule
35A, beginningywith the preparation of the electoral roll and concluding
with the déclaration of results:

Discuss 'the vafious stages involved in filing nominations, scrutinising
nomination papers and withdrawing candidature in co-operative society
elections.

Examine the powers of the State Co-operative Election Commission
concerning election officers, preparation of the election programme,
polling, counting of votes and declaration of results.

Discuss the statutory provisions relating to reservation in the managing
committee under Section 28 A and the election of the President and Vice-
President under Section 28 AB.

Evaluate the significance of an independent and properly regulated election
system in promoting free, fair, transparent and democratic administration
of co-operative societies.
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Unit @

Appointment of Delegates

Learning Outcomes

After completing this unit, the learner will be able to;
0 Explain the purpose of appointing delegates in a
co-operative society

¢ Describe the circumstances leading to the
supersession of a committee.

0 State the role of an Administrator and an
Administrative Committee.

0 Explain the procedure for the seizute of books and
records.

¢ Outline thedegal measures adopted to ensure proper
administration of a co-operative society.

Prerequisite

The Green Harvest Co-operative Society had an elected
comiittee, that managed the society's daily activities. For
several years, the committee worked well, collected savings,
granteddoans, and held regular meetings.

Later, problems began to arise. Committee members
stopped attending meetings, important decisions were
delayed, and the account books were not maintained properly.
Members became worried because they could not get clear
information about the society's funds.

The Registrar first tried to ensure that the society functioned
properly. In some situations, representatives called delegates
could act on behalf of members in larger societies. If the
committee continued to fail in its duties, the law allowed the
committee to be removed temporarily and an Administrator
or an Administrative Committee to take charge until proper
management was restored. To protect the society's records
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and prevent misuse, the authorities could also take custody of important books
and documents.

This story shows that a co-operative society has legal mechanisms to maintain
proper administration, protect members' interests, and restore democratic
management when the elected committee cannot perform its responsibilities.

Administrator, Administrative Committee, Registrar, Seizure of Records

Discussion

The management of co-operative societies involves several statutory mechanisms
to ensure proper administration, accountability and protection of the society’s inter-
ests. The content covers supersession of committees, @ppointment of Administrators
and Administrative Committees, and securing or seizure 0f books and records under
the Kerala Co-operative Societies Act, 1969. These provisions enable the competent
authorities to intervene when statutory requirements are not complied with and ensure
continuity of the society’s administration, preservation of records and proper supervi-
sion of its affairs.

3.4.1 Appointment of Delegates

In large co-operative societies,iit mayot always be practical for every member to
participate directly/in the General Body meetings. In such situations, the law permits
the appointment of delegates to represent members in the General Body and exercise
the rights entrusted to them under the Act, Rules, and the society's bye-laws.

The system of delegates helps ensure democratic participation while enabling large
societies to conduct their affairs efficiently.

Purpose of Appointment of Delegates

1. Represents members in large co-operative societies.

2. Facilitates effective conduct of General Body meetings.

3. Ensures democratic participation through elected representatives.
4

Enables smooth decision-making where direct participation of all members is
impractical.
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3.4.2 Supersession of the Committee of a Co-operative Soci-
ety
In Kerala, Section 32 of the Kerala Co-operative Societies Act, 1969, primarily

regulates the supersession of the committee of a co-operative society, which forms part
of the provisions dealing with the management of co-operative societies.

Supersession refers to the statutory removal of the elected managing committee
before the completion of its normal term and the subsequent appointment of an
Administrator or Administrative Committee to manage the society. It is an exceptional
statutory measure and should not be resorted to merely because the Registrar differs
from the decisions taken by the elected committee.

3.4.2.1 Power of the Registrar

Under Section 32, the Registrar is empowered to supersede the committee when the
conditions prescribed by the Act are satisfied. However, the Registrar must exercise this
power strictly in accordance with the procedure and safeguards laid down in the Act.

Section 32 specifically deals with supersession of the,committee, whereas Section 33
separately deals with appointing a new committee or Administrator/in situations such as
failure to constitute a committee.

3.4.2.2 Grounds for Supersession
Supersession may be ordered onlyon the grounds reecognised by the Act. These include:

¢ Persistent failure to discharge#tatutory or administrative responsibilities.
¢ Negligence or conduet.detrimental to the interests of the society.

¢ Failure to gbey lawful diréetiofis or orders.

0 Wilful disebedierice 1n the execution of orders referred to in Section 76.
¢ Other circumstances specifically provided under Section 32.

The 2023 Amendmentdntfoduced wilful disobedience in executing orders referred to
in Section 76 as an additional ground under Section 32(1)(ba).

3.4.2.3 Opportunity to the Committee

Since supersession terminates the authority of an elected committee, the concerned
committee must be given the opportunity contemplated under Section 32 before the
supersession order is issued.

The Act also contains provisions relating to service of the notice or order on the
President, Vice-President or the person holding the relevant charge. It specifies when
such service is deemed to constitute service on the committee.
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3.4.2.4 Period of Supersession

Ordinarily, the period of supersession is six months. If a new committee cannot be
constituted or cannot assume office within this period in accordance with the bye-laws,
the period may, subject to the statutory conditions, be extended for up to a further six
months.

The Act also provides for consultation with the Circle Co-operative Union in the
circumstances specified under Section 32. For an apex or central society, consultation
is required with the State Co-operative Union.

3.4.2.5 Special Provision for Banking Societies

Where a co-operative society carries on banking business, a special limitation applies.
The appointment of an Administrator or Administrative Committee cannot exceed one
year in the aggregate, subject to the statutory proviso.

3.4.2.6 Constitution of a New Committee

The Administrator or Administrative Committe€ is intended only as a temporary
arrangement. Before its term expires, necessary steps must be taken to constitute a new
elected committee in accordance with the sociéty's bye-laws.

3.4.2.7 Disqualification of Membeks$ of the Superseded Committee

Supersession may also affect theeligibility of members of the superseded committee.
Under Section 32, a memberfof a committee that has been superseded becomes
disqualified, from the date of the supetsession order, from contesting an election to
or being nominated to the committee of any society or from being appointed as an
Administrator, for thesiex¥ one term, subjéet to the statutory provisions.

3.4.2.8 Difference between Sections 32 and 33

Section 32 Section 33
Deals with supersession of an Deals with appointment of a new committee or
existing committee. Administrator in specified situations.

Applies to an existing committee. Applies where a committee cannot be consti-
tuted or function in the circumstances specified
by law.

Results in statutory removal of Provides for an interim administrative arrange-
the committee. ment.

Requires compliance with the Operates according to the circumstances pre-
grounds and safeguards pre- scribed under Section 33.
scribed under Section 32.

Thus, Section 32 primarily concerns removing an existing committee, whereas
Section 33 deals with situations involving failure to constitute or otherwise establish a
functioning committee.
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3.4.2.9 Important Principle

The Registrar's power to supersede a committee is statutory and must be exercised
strictly inaccordance with Section 32. Since supersession affects an elected representative
body, the prescribed grounds, procedure, opportunity to the committee, consultation
requirements and period of supersession must all be properly observed.

3.4.3 Appointment of Administrator of a Co-operative Soci-
ety
An Administrator is a person appointed to take charge of the management and affairs

of a co-operative society when its elected committee has been superseded or when the
law requires an interim administrative arrangement.

3.4.3.1 Appointment Following Supersession

Under Section 32 of the Kerala Co-operative Societies Act; 1969, when the committee
of a co-operative society is superseded, the Registrar may appoint an Administrator or
Administrative Committee to administer the affairs of the society.

3.4.3.2 Powers and Control of the Admiflistrator

The Administrator operates under the Registrar's supervision and control and must
follow the directions issued by the Registrar.

Subject to the limitations preséribed by the Aetythe Administrator may exercise the
powers and discharge the functions that would ordinarily be exercised by the committee
or officers of the society.

3.4.3.3 Functionsfof the Administrator

During interim‘administration, the Administrator is responsible for ensuring the
proper functioning of the society. The principal functions may include:
¢ Managing the routine and day-to-day activities of the society.
Safeguarding the property, assets and interests of the society.
Maintaining accounts, registers and other official records.

Carrying out lawful decisions and directions.

S OO O

Undertaking necessary administrative measures.

¢ Taking steps for the formation of a new elected committee.

3.4.3.4 Duration of Appointment
The Administrator's appointment is intended to be temporary.

Normally, the supersession period is six months. If a new committee cannot be
constituted or cannot assume office during that period, the tenure may be extended for
up to a further six months, subject to the conditions prescribed by law.
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In the case of a co-operative society engaged in banking business, a special statutory
restriction applies, under which the aggregate period of appointment of an Administrator
or Administrative Committee cannot exceed one year, subject to the applicable statutory
proviso.

3.4.3.5 Responsibility to Constitute a New Committee

An Administrator is appointed only as an interim arrangement and is not expected
to continue indefinitely. Before the prescribed period ends, appropriate steps must be
taken to constitute a new elected committee in accordance with the society's bye-laws.

3.4.3.6 Appointment under Section 33

The appointment contemplated under Section 33 is distinct from supersession under
Section 32. Section 32 concerns the supersession of an existing committee, whereas
Section 33 provides for the appointment of a new committee or Administrator in
specified circumstances, including situations where a committee cannot be constituted.

3.4.4 Administrative Committee of a Co-operative Sogiety

An Administrative Committee is a temporary body appointed to manage the affairs
of a co-operative society when the elected committee has beémstiperseded or when the
circumstances specified under the Kerala Co-operative Societies Act require an interim
management arrangement.

3.4.4.1 Appointment

Under Section 32 of the Kerala Co-operative Societies Act, 1969, after supersession of
the elected committee, the Registrar may appoint an Administrator or an Administrative
Committee to managé the society'siaffairs.

The Administrative Committée functions as an interim management body until a
new elected committee is constituted.

3.4.4.2 Composition

Under the current Section 32(1)(d), the persons appointed to an Administrative
Committee must be selected from among the members of the society. They perform the
functions entrusted to the interim body under the Act and the Registrar's order.

3.4.4.3 Powers and Functions

The Administrative Committee may exercise the powers and perform the functions
of the superseded committee, subject to the Act, Rules, bye-laws and the directions of
the Registrar.

Its principal functions include:
¢ Managing the day-to-day affairs of the society.
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Protecting the assets and interests of the society.
Maintaining proper accounts and records.

Implementing lawful directions and decisions.

S O O O

Taking necessary administrative measures.
¢ Taking steps for constituting a new elected committee.

The source material specifically states that the appointed committee or Administrator
may exercise the powers and functions of the committee or officers of the society,
subject to statutory controls.

3.4.4.4 Enrolment of Members during Interim Administration

Under Section 32(4), an Administrator or Administrative Committee may enrol
members, but those members have no voting rights unless an elected committee ratifies
their membership.

Section 33(2) applies the same rule to enrolment under interim administration. If the
elected committee refuses ratification, it must state the reasons.

3.4.4.5 Control of the Registrar

The Administrative Committee does not function independently of the Registrar. It
operates under the Registrar's control and/must comply with directions issued by him.

3.4.4.6 Temporary Nature

An Administrative Committee is intended only as a temporary arrangement. Its
purpose is to ensure that the society continues to function until a properly constituted
elected committee takesicharge.

Ordinarily, the period ofsSupersession is six months, with provision for a further
extension of up to Sixsmonths subject to the statutory requirements.

3.4.4.7 Constitution@f@'New Committee

The Administrative Committee must take the necessary steps to constitute a new
elected committee before the expiry of the prescribed period. It cannot be treated as a
permanent substitute for an elected committee.

3.4.4.8 Relationship between Sections 32 and 33

¢ Section 32 deals with supersession of an existing committee and the consequent
appointment of an Administrator or Administrative Committee.

¢ Section 33 deals with appointment of a new committee or Administrator in
specified circumstances, including failure to constitute a committee.
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3.4.5 Seizure of Books and Records of a Co-operative Society

The books, accounts, registers and other records of a co-operative society are
essential for examining its financial and administrative affairs. The Kerala Co-operative
Societies Act, 1969 provides legal mechanisms to secure, inspect, and take possession
of such records when necessary for the proper administration and supervision of the
society.

3.4.5.1 Section 34 — Securing Possession of Records, etc.

The principal statutory provision dealing with the securing and seizure of the books,
records and property of a co-operative society is Section 34 of the Kerala Co-operative
Societies Act, 1969, titled "Securing Possession of Records, etc."

Section 34 provides different procedures depending upon the circumstances in which
possession of the records is required.

3.4.5.2 Circumstances Covered by Section 34
Section 34 becomes relevant in situations such as:

¢ Reconstitution of the committee by the:xGeneral Body.

¢ Removal or supersession of the committee by the Registrar under Section 32.
¢ Appointment of a new committée or Administrator under Section 33.

¢ Winding up of the societysunder Seetion 71.

It applies where the outgoing committe@members, President, or Secretary in custody
of the society's records and property refuse to hand over charge to the newly constituted
committee, Administrator, Liquidator, President, or Secretary.

3.4.5.3 Section 34(1) —Application to the Magistrate

Where the above circumstances arise, the new committee, Administrator, Liquidator,
President or Secretary may seék possession of the records and property.

For this purpose, an application may be made to the Magistrate having jurisdiction
over the area in which the society functions, but such an application requires the
Registrar's prior sanction.

3.4.5.4 Section 34(2) — Search and Seizure by Police

Upon receiving the application, the Magistrate may issue a warrant authorising a
Police Officer not below the rank of Sub-Inspector to:

¢ Enter and search the premises where the records or property are kept or
believed to be kept.

¢ Seize the records and property of the society.
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After seizure, the records and property are handed over to the new committee,
Administrator, Liquidator, President or Secretary, as applicable.

3.4.5.5 Section 34(3) — Direct Seizure by Registrar or Authorised Offi-
cer

Section 34(3) provides a separate power to the Registrar or an officer not below the
rank of Assistant Registrar authorised by the Registrar.

This power may be exercised while conducting an audit, inspection, inquiry or
supervision, when the officer has reason to suspect serious irregularities or is satisfied
that the records or property of the society are at risk.

The relevant circumstances include:

¢ Gross negligence in the discharge of duties.
Misappropriation or misuse of society funds.
Irregularities in recording proceedings.
Irregularities in maintaining accounts or bgoks.

Likelihood of tampering with or destruction of tecords.

S OO O

Likelihood of misappropriation orimpropetiuse of'the funds or property of
the society.

In such circumstances, the authorised officer may take possession of any or all of
the books, registers, securities, de€iments, eash indhand and account books of the
society. The Registrar may remove the seized records and property and deal with them
according to the directions of'the Registrar.

3.4.5.6 Section 34(4) —Preparation of Inventory

When books, reeords orproperty are seized under Section 34(3), the Registrar or
authorised officer mustsprepare an inventory in duplicate specifying the items seized.

The officer conducting thes$eizure must sign the inventory. The officer, employee or
member from whose custody the records or property were taken should also sign the
inventory as a witness.

If that person refuses to sign, the seizing officer must obtain the signatures of two or
more persons as witnesses. A copy of the inventory must be supplied to the person from
whose custody the records or property were seized.

3.4.5.7 Section 65 — Inquiry by the Registrar

The power of seizure under Section 34 should be distinguished from the Registrar's
powers under Section 65, under which the Registrar or authorised person may require
production of books, accounts, documents, securities, cash and other property during
an inquiry.
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3.4.5.8 Section 66 — Supervision and Inspection

Under Section 66, the Registrar or an authorised officer has powers to access and
inspect the society's books, records, accounts, documents, securities, cash balance, and
other property.

The officers and employees of the society are required to cooperate with the inspection
and produce the relevant records when lawfully demanded.

3.4.5.9 Important Records Covered
The records that may be relevant for examination or securing possession include:
Cash books
Ledgers and day books
Minutes books
Membership registers
Share registers
Loan and deposit records
Vouchers and receipts
Account statements
Correspondence and files

Other documents connected with the affairs of the society

3.4.5.10 Purpose€’of Secuxing the Records

The primary purpose of securing books and records is to ensure that they remain
available for audit, inspectionginquiry and other statutory proceedings.

It also helps prevent their concealment, destruction, alteration or manipulation and
facilitates effective supervision of the society.

3.4.5.11 Difference between Sections 34, 65 and 66

Provision Main Purpose
. Securing possession and seizure of records and property in specified
Section 34 ceuring p e property P
circumstances
Section 65 Inquiry by the Registrar and production/access to books and records
Section 66 Supervision and inspection of books, records, accounts and property

Thus, Section 34 primarily deals with taking possession of records, while Sections
65 and 66 concern their production, examination, inquiry and inspection.
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Section 32 of the Kerala Co-operative Societies Act, 1969 primarily
governs the supersession of the committee of a co-operative society.

Supersession means the statutory removal of an elected committee before
the expiry of its normal term on grounds recognised by law.

Before issuing an order of supersession, the Registrar is required to
follow the prescribed procedure and provide the committee with the
opportunity required under the Act.

After supersession, an Administrator or Administrative Committee may
be appointed to manage the affairs of the society under the supervision
and control of the Registrar.

The Administrator or Administrative Committéeyis responsible for the
proper management of the society and for takingysteps towards the
formation of a new elected committee.

Section 33, which is separate from Seection 32, provides for the
appointment of a new committee offAdministrator in specified situations,
including failure to constitute a’committee.

Section 34 deals with securing possession and seizure of the books,
records and property of a co-Operative society in the circumstances
specified by law.

Under Sections 34(1) and 34(2), the prescribed process includes
obtaining the Registrar's sanction, approaching the Magistrate and, where
authorisedgeonducting searchand seizure through a police officer.

Section’ 34(3) enables the Registrar or an authorised officer to take
possession of books; registers, securities, documents, cash and accounts
when the specified urregularities or risks are present.

Sections 65 @nd 66 deal respectively with inquiry and supervision/
inspection, whereas Section 34 is primarily concerned with securing
possession and seizure of records.
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Objective Questions

1.  Which section of the Kerala Co-operative Societies Act, 1969 deals with
supersession of the committee?

2. What is meant by supersession of a committee?
Who has the power to supersede the committee under Section 327

4. Which section deals with the appointment of a new committee or
Administrator in specified circumstances?

5. Who may be appointed to manage a society after supersession of its
committee?

6.  Which section deals with securing possession and seizure of the books,
records and property of a co-operative society?

7. Under Section 34(1), whose previous sanction'is, required before an
application is made to the Magistrate?

8. Under Section 34(3), who may directly take,possession of the books and
records in the specified circumstances?

Section 32

Statutory removal of the elected committee before completion of its term
Registrar

Section 33

Administrator or Administrative Committee

Section 34

Registrar's

i e

Registrar or authorised officer not below the rank of Assistant Registrar
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Self-Assessment Questions

What is meant by supersession of the committee of a co-operative society
under Section 327

What are the grounds and procedural safeguards for supersession of a
committee?

Explain the appointment, powers and functions of an Administrator or
Administrative Committee.

Distinguish between Sections 32 and 33 of the Kerala Co-operative
Societies Act, 1969.

Explain the procedure for securing and seizing books and records under
Section 34, including the role of the Magistrate and police.

Distinguish the powers relating to seizure under Section 34, inquiry under
Section 65, and supervision and inspection under Seetion 66.

Explain the concept of supersession of the £ommittee of a co-operative
society under Section 32, including thesgretinds, procedure, safeguards and
consequences of supérsession,

Discuss the appointment, powers, functions and tenure of an Administrator
or Administrative Committee, and explain the role of the Registrar in
supervising their functioning.

Compare Sections 327and 33 of the Kerala Co-operative Societies Act,
1969, highlighting the circumstances and legal consequences applicable
under each provisiofi.

Explain the procedure for securing and seizing books and records under
Section 34, including the roles of the Registrar, Magistrate, police officer
and authorised officer.

Prepare a comparative study of Sections 34, 65 and 66, explaining the
differences between seizure of records, inquiry, supervision and inspection
of a co-operative society.
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Unit ﬂ

Register of Members

Learning Outcomes

After completing this unit, the learner will be able to:

¢ explain the meaning and importance of the Register of
Members in a co-operative society

¢ describe the provisions relating to Charge and Set-off
in a co-operative society

¢ comprehend the evidentiary value of the Register of
Members as prima facie evidence

¢ explain the circumstanees, relating to exemption from
stamp duty for co-eperative societics

¢ distinguish bétween the'major Iegal provisions relating
to membership records, charge and set-off, evidentiary
value, and stamp duty exémption

Prerequisites

( InfSaphalam Co-operative Society, many people became
members by purchasing shares. The secretary maintained a
Register®tf Members containing their names, addresses, share
details'and other membership information.

One day, a member named Anil owed the society money. At
the same time, the society owed Anil an amount. The secretary
checked the society's records to determine his membership and
financial position and whether the amount could be adjusted
against his dues.

The Register of Members also helped establish that Anil was
a member of the society. When the society needed to produce
its records, the entries in the Register could serve as prima facie
evidence of membership. The secretary also learned that certain
documents relating to the society may receive exemption from
stamp duty under the applicable law.
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Thus, learners should first know the basic idea of membership and the
importance of maintaining official records in a co-operative society. This provides
the foundation for studying the Register of Members, Charge and Set-off, its
evidentiary value, and exemption from stamp duty.

Statutory Charge , Set-off , Outstanding Liability , Register of Members , Prima Facie
Evidence , Register of Active Members , Membership Eligibility , Stamp Duty Remis-
sion , Government Notification , Compulsory Registration

Discussion

The Register of Members of a Co-operative Society is an important statutory record
containing the particulars of all persons admitted as members of theisociety. It generally
includes the member’s name, address, date of admission, sharcholding, and other
prescribed particulars. The register provides an.authentic tecord of the membership of
the society and helps determine who is entitléd to exercise memibership rights, including
voting and participation in the affairs of the society.

The society must maintain the register properly and Keep it up to date in accordance
with the applicable co-operativesocieties law and.sules. Entries relating to admission,
resignation, death, removal, disqualification, or cessation of membership should be
recorded appropriately. This also helps venify members' eligibility, prepare electoral
rolls, conduct general body meetings, and /maintain transparency in the administration
of the society.

4.1.1 Charge and Set-Off

The provisions relatingte€harge and set-off are mainly governed by Section 38 of the
Kerala Co-operative Societies Act, 1969. These provisions enable a co-operative society
to safeguard and recover amounts payable by its members. Section 39 complements
Section 38 by protecting attachment of a member’s share or interest. Sections 35 to 39
broadly cover members' rights and liabilities.

4.1.1.1 Statutory Charge — Section 38

Under Section 38, a co-operative society has a statutory charge over specified
interests. It amounts belonging to a member in respect of any debt or outstanding
liability due to the society. The charge may extend to:

¢ the member’s share or interest in the capital of the society;

¢ the member’s deposits;
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¢ the share, interest or deposits of a past member or deceased member;
¢ dividend, bonus or profits payable to a member or past member; and

¢ corresponding amounts payable to the estate of a deceased member.

Thus, when a member has an unpaid loan or other liability towards the society, the
society can exercise its statutory charge over the specified assets or amounts. The object
is to protect the society's financial interests and facilitate recovery of its legitimate dues.

4.1.1.2 Set-off — Section 38

Section 38 also permits the society to set off any amount standing to the credit of, or
payable to, a member, past member or the estate of a deceased member against any debt
or outstanding demand due to the society.

For instance, if a member owes 350,000 to the society and is entitled to receive
%30,000 as a deposit or other amount covered by Section 38, the society may adjust
the 30,000 against the outstanding liability. The remaining, amount payable by the
member would therefore be 320,000.

4.1.1.3 Past Members and Deceased Members

The operation of Section 38 is not restricted to persens whorare presently members.
It also applies to past members and the /estates of deceased members. Accordingly,
amounts payable to a past member or to the estate of a deceased member may be applied
towards satisfaction of any debt or outstanding demand due to the society.

4.1.1.4 Restriction relating to ReSetve Fund

Section 38 contains_a_special restriction concerning a financing bank. Where a
society is affiliated 0 a financing banks'the bank cannot claim a charge over money
invested with it as the society'Steserve fund if the financing bank is not the sole creditor
of the society. In suchsaSituation, the bank is also not entitled to set off the reserve-fund
amount against a debt due from(the society.

4.1.1.5 Protection under Section 39

Section 39 protects a member's share or interest in the capital of the society. Subject
to Section 38, such share or interest is not liable to attachment or sale under a decree or
order of a court for a debt or liability incurred by the member. Section 39 also protects
the society's reserve fund when it is invested in accordance with Section 57.

Therefore, Section 38 and Section 39 should be read together. While Section 39
generally protects a member's share or interest from attachment, Section 38 recognises
the society's statutory right of charge and set-off in respect of its outstanding dues.

@ SGOU - SLM - BCom - Co-operative Legal System m

T
SREENARAYANAGURU



4.1.1.6 Difference between Charge and Set-off
Table 4.1.1 Difference between Charge and Set-off

Charge Set-off
Creates a statutory security in favour of Enables adjustment of an amount payable

the society. to the member against the member's debt.

Covers shares, interests, deposits and Operates by applying amounts credited
specified dividends, bonuses or profits.  or payable to the member towards the

outstanding debt.

Primarily secures the society's claim. Directly reduces or satisfies the outstanding

liability.

Relates to debts or outstanding demands Provides a means of applying amounts

due to the society. payable towards such debts or demands.

The essential distinction is that a charge secures the society's claim over specified
assets or amounts, whereas set-off enables the society to adjust amamount payable to
the member against the member's outstanding liability.

4.1.2 Register of Members as Prima Facie Evidence

The Register of Members is a significantstatutory record maintained by a co-operative
society. Section 102 of the Kerala Co-operative Societies Act, 1969 recognises the
register or list of members or shares maintained bysa society as prima facie evidence of
the particulars recorded in it. Section 19B fusther gives members the right to inspect the
Register of Members at the society's registered office during reasonable hours, without
paying any fee.

4.1.2.1 Section 102 —KEwvideéntiary Value of the Register

Under Section 102, the register or list of members or shares maintained by a
co-operative society constitites prima facie evidence of the entries contained in it. In
particular, it can establish:

¢ the date on which a person's name was entered as a member; and
¢ the date on which the person ceased to be a member.

Accordingly, theregisteris an important document for determining the commencement
and termination of membership.

4.1.2.2 Section 19B — Inspection by Members

Section 19B requires the society to make certain important documents available for
inspection by its members, free of charge and at reasonable times at the registered
office. These include the Act, Rules, registered bye-laws, Register of Members, latest
audited balance sheet and accounts relating to the member's own transactions.

@ SGOU - SLM - BCom - Co-operative Legal System @

oo gy
SREENARAYANAGURU
OPEN UNIVERSITY



Thus, members have a statutory right to inspect the Register of Members and verify
the membership records maintained by the society.

4.1.3 Section 16A — Eligibility to Continue as a Member

The maintenance of the membership register is also connected with Section 16A,
which deals with the conditions for continuing as a member. A member may become
ineligible, among other circumstances specified in the provision, by failing to use the
services of the society for the prescribed period or by failing to attend three consecutive
general meetings, subject to the applicable provisions relating to condonation.

Where a member becomes ineligible, the Committee may remove the person from
membership after providing an opportunity to make a representation. The Committee
must reflect such changes in the membership records.

4.1.4 Rule 18A — Register of Active Members

Rule 18A of the Kerala Co-operative Societies Rules, 1969 deals with maintaining
the Register of Active Members. Under Rule 18A(2)(a), every society is required to
maintain the register in Form No. 32, and responsibilityfor its proper maintenance rests
with the Chief Executive.

The register contains the membership/particulars‘needed to determine members'
eligibility, particularly for participation and voting. Form No. 32, therefore, represents
the Register of Active Members under Rule 18 A and should be distinguished from the
general register or list of members or shares refersed to in Section 102.

4.1.4.1 Updating the Register “Rule¢ 18A(2)(b)

Under Rule 18A(2)(b), the particulars‘relating to every member are required to be
kept up to date. The register must be placed before the Committee within 60 days of the
completion of each yeaw

This requirement ensures meémbership information remains current and can be used
to determine members' eligibility.

4.1.4.2 Verification by the Committee — Rule 18A(2)(c¢)

After the register is submitted to it, the Committee is required under Rule 18A(2)(c)
to scrutinise and certify the particulars entered by the Chief Executive.

The Committee must complete this examination and certification within 30 days of
the date the register is placed before it.

4.1.4.3 Certificate to the Registrar — Rule 18A(2)(d)

According to Rule 18A(2)(d), the Chief Executive must submit a certificate to the
Registrar confirming that the Register of Active Members has been properly updated.
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The certificate must be forwarded within three months of the close of the year.

4.1.4.4 Submission to the Electoral Officer — Rule 18A(2)(e)

Rule 18 A(2)(e) is particularly relevant in connection with elections to the Committee.
The Chief Executive must submit the register to the Electoral Officer to verify the
members eligible to vote.

Consequently, the Register of Active Members serves as an important basis for
preparing and verifying the electoral roll and determining voting eligibility.

4.1.5 Rule 16 — Admission of Members

Rule 16 prescribes the conditions relating to admission to membership. Generally, a
person seeking membership must submit a written application, obtain the Committee's
approval, and satisfy the requirements prescribed by the Act, Rules, and the society's
bye-laws.

Therefore, entries in the Register of Members should correspond to actual admission
decisions and the applicable statutory and bye-law réquirements.

4.1.6 Section 103 — Proof of Entries inySociety's Books

Section 103 deals with the evidentiary value of entries contained in the books of a
co-operative society. A properly certified copy of an entry in a book regularly maintained
in the course of the society's busifiess' may beraccepted in legal proceedings as prima
facie evidence of the entry and the mattefs, transactions or accounts recorded therein,
subject to the requirements prescribeddy law:

4.1.7 Importance of the Register of Members
The Register of Membeis'is useful for:

¢ determining the date©f admission of a member;
establishing the date of cessation of membership;
verifying the current membership status;

determining eligibility to exercise membership rights;
identifying active members;

verifying voting eligibility;

assisting in the preparation and verification of electoral rolls; and

(O C RS IR RS I O

providing documentary evidence in membership-related disputes.

Thus, Section 102 establishes the evidentiary importance of the Register of Members,
Section 19B ensures the member's right to inspect it, and Rule 18A lays down the
procedure for maintaining and updating the Register of Active Members in Form No.
32, particularly for determining voting and electoral eligibility.
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4.1.8 Exemption from Stamp Duty for Co-operative Societies

The Kerala Co-operative Societies Act, 1969 contains provisions enabling the
Government to grant remission of stamp duty to co-operative societies. The principal
provision is Section 40(1)(a). However, this provision does not create a general or
automatic exemption from stamp duty for every document executed by a co-operative
society. Instead, the Government may, through a notification published in the Gazette,
grant remission in respect of specified societies and specified classes of instruments.

4.1.8.1 Section 40(1)(a) — Remission of Stamp Duty

Under Section 40(1)(a), the Government is empowered to remit the stamp duty
payable under the Kerala Stamp Act, 1959 in relation to specified instruments. These
may include:

¢ instruments executed by or on behalf of a co-operative society;

¢ instruments executed by an officer or member of the,society;

¢ instruments connected with the business of the society;

¢ specified classes of instruments; and

¢ awards or orders made under the Kerala,Co-operative Societies Act.

The remission applies where, in the absénce of such remission, the society, officer or
member would otherwise be liable to pay the applicable stamp duty.

4.1.8.2 Remission is not apfAutomaticliExeMption

Section 40 confers a powet of remigston on the Government rather than granting an
unconditional exemption. Consequently, the mere fact that a document is connected
with a co-operative soetety does net by.itself make the document exempt from stamp
duty.

The instrument mustmeet the requirements of Section 40 and the relevant Government
notification issued under the provision.

4.1.8.3 Instrument Must Relate to the Society's Business

An important requirement under Section 40(1)(a) is that the instrument should have
a connection with the business of the co-operative society. Merely establishing that a
person executing the document is an officer or member of the society is not sufficient.
The instrument must also have the required connection with the society's business.

4.1.8.4 S.R.O. No. 75/60

The Government had previously issued S.R.O. No. 75/60, which provided remission
of stamp duty and certain registration-related charges in specified transactions involving
co-operative societies. The government issued this notification under the earlier
co-operative societies legislation.
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After the enactment of the Kerala Co-operative Societies Act, 1969, the continued
applicability of the earlier notification became an issue. According to the source
material, Section 110(2) of the 1969 Act preserves the notification to the extent it
remains consistent with the provisions of the present Act.

4.1.8.5 Limitation in Respect of Instruments Executed by Members

The scope of Section 40 may differ from the broader wording of the earlier S.R.O.
No. 75/60. Questions have arisen about whether remission applies to instruments such
as sale deeds executed by members in favour of a society or by a society in favour of
its members.

Therefore, while determining whether stamp-duty remission is available, it is
necessary to consider:

¢ the capacity in which the person executes the document;
O the nature of the instrument;
¢ the person legally responsible for paying the stamp duty; and

¢ whether the transaction is connected with the business of the society.

4.1.8.6 Section 40(1)(b) — RegistrationgFees and)C ouxt'Fees

The scope of Section 40(1) is not restricted to stamp duty. Under Section 40(1)(b),
the Government may also remit certain:

¢ fees payable under lawsrelating to thesregistration of documents; and

¢ court fees.
Thus, the provision enables\remission of specified registration and court fees in
addition to stamp duty.
4.1.8.7 Section 40@)= Exémption from Certain Taxes

Section 40(2) separately empowers the Government to exempt specified classes of
co-operative societies from certain taxes. The source material identifies the following:

¢ agricultural income tax;
¢ tax on the sale or purchase of goods; and

¢ tax on professions, trades, callings and employments.

These exemptions also depend on the issuance of an appropriate Government
notification.

4.1.8.8 Section 41 — Exemption from Compulsory Registration

Section 41 deals with exemption from the compulsory registration of specified
instruments. It should therefore be distinguished from Section 40. Section 40 primarily
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concerns remission of stamp duty, registration fees, court fees and specified taxes,
whereas Section 41 relates to compulsory registration of certain instruments.

In summary, Section 40(1)(a) of the Kerala Co-operative Societies Act, 1969 is the
principal provision dealing with remission of stamp duty for co-operative societies. The
benefit is not automatic merely because a transaction involves a co-operative society.
It depends upon the conditions contained in Section 40 and the applicable Government
notification. In particular, the nature of the instrument, the person liable for stamp duty,
and its connection with the business of the society are relevant in determining whether
remission can be claimed.

Recap

¢ Section 38 provides co-operative societies with the legal means to
secure and recover debts and other outstanding ameunts payable by their
members.

¢ The statutory charge may cover a member’s shares, deposits, dividends,
bonuses and profits, and can also extend to past membets and the estates
of deceased members.

¢ Section 39 safeguards a member’s share ot interest from attachment or
sale, subject to the rights and powers of the society recognised under
Section 38.

¢ Under Section 102 4he Register of Members has evidentiary significance
in determining the beginning and termination of membership, while
Section 19B provides members with the right to inspect the register.

¢ Rule 18 Adrequires the'soeietyto maintain the Register of Active Members
in Form No. 32qafid,provides for its regular updating, verification and
certificationt

O The Register of A€tive Members is important for establishing voting
eligibility and'electoral rolls, and is submitted to the Electoral Officer for
verification.

¢ Under Section 40(1)(a), the Government may provide remission of stamp
duty through notification in respect of specified instruments connected
with co-operative societies, subject to the prescribed conditions.

¢ Section 40 also provides for remission or exemption relating to regis-
tration fees, court fees and specified taxes, while Section 41 deals with
exemption from compulsory registration of specified instruments.
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Objective Questions

1. Which section of the Kerala Co-operative Societies Act, 1969 deals mainly
with charge and set-off?

2. Under Section 38, a co-operative society may exercise a statutory charge
over:

3. Which section provides prima facie evidentiary value to the Register of
Members?

4. Under Rule 18A, the Register of Active Members is maintained in:

Which provision enables the Government to remit stamp duty in respect
of specified instruments relating to co-operative societies?

6. Isremission of stamp duty under Section 40 automatic for every document
connected with a co-operative society?

7. Which section deals with exemption from compulsety registration of
specified instruments?

Section 38

Shares, interests, deposits and speeified amounts payable to the member
Section 102

Form No. 32

Section 40(1)(a)

No

Section 41

1.
2.
3.
4.
3.
6.
7.

Self-Assessment Questions

1. Explain the concept of statutory charge under Section 38 of the Kerala
Co-operative Societies Act, 1969. What interests and amounts of a member
can be covered by such charge?

2. What is set-off under Section 38? Explain how a co-operative society can
adjust amounts payable to a member against the member’s outstanding
debt.
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3. Discuss the evidentiary value of the Register of Members under Section
102 and explain the right of members to inspect the register under Section
19B.

4. Explain the requirements under Rule 18A for maintaining, updating and
verifying the Register of Active Members.

5. Explain the scope of remission of stamp duty under Section 40(1)(a). Is the
remission automatic for every instrument connected with a co-operative
society? Give reasons.

Assignments

1. Explain the statutory charge and right of set-off available to a co-operative
society under Section 38 of the Kerala Co-operative Societies Act, 1969.
Distinguish between charge and set-off.

2. Discuss the protection available to a member’s share or interest under
Section 39 and explain how Sectioni38ieperates,as anfexception to such
protection.

3. Examine the evidentiary value of the Register of Members under Section
102 and explain the importance of maintaining the Register of Active
Members under Rule 18A"

4. Analyse the provisions relatin@ toyremission of stamp duty under Section
40(1)(a), including the conditions that must be satisfied before remission
can be claimeds

5. Differentiate between Seetions 40 and 41 of the Kerala Co-operative
Societies Act, 4969, with particular reference to stamp duty, registration
fees, court fees and compulsory registration.

Reference

1. Department of Co-operation, Government of Kerala. (1969). The Kerala
Co-operative Societies Act and Rules (section-wise statutory text). https://
cooperation.kerala.gov.in/kcs-act-and-rules/

2. Government of Kerala. (1959). Kerala Stamp Act, 1959.

Government of Kerala. (1960). S.R.O. No. 75/60: Government notification
relating to remission of stamp duty and registration charges in specified
co-operative transactions.
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1969 (Sections 38, 39, 40, 41, 102, & 103).

5. Government of Kerala. (1969). The Kerala Co-operative Societies Rules,
1969 (Rules 16 & 18A).

6. Government of Kerala. (2024). Kerala Co-operative Societies
(Amendment) Act, 2023 (Act 9 of 2024). Kerala Gazette Extraordinary.
https://cooperation.kerala.gov.in/wp-content/uploads/2019/04/The-
Kerala-Co-Operative-SocietiesAmendment-Act-2023.pdf

7. Registered bye-laws of the concerned co-operative society. (n.d.).

Suggested Reading

1. Chatterjee, S. K. (n.d.). Co-operative law and practice.
2. Raghavachari, S. S. (n.d.). Co-operative societies law.

3. Tannan, M. L. (n.d.). Banking law andpractice in India:

(\.) Cﬁ
R

@ SGOU - SLM - BCom - Co-operative Legal System m



Unit &

Provisions of Taxes and
Dues

Learning Outcomes

After completing this unit, the learner will be able to:
¢ list the major taxes and fees applicable to co-operative
societies

¢ describe the provisions relating to deduction and
recovery of dues payable to co-operative societies

¢ 1identify documents that are exempt from compulsory
registration under the relevant provisions

¢ distinguish between documents requiring compulsory
registration and these,enjoying exemption

¢ explain the gmportance of complying with statutory
requirements relating to taxes, dues and registration

Prerequisites

Meenam Co-operative Society is a registered co-operative
society engaged in providing financial and other services to
1ts members. During the preparation of its annual accounts,
the ;sociéty had to pay various taxes, fees and other statutory
dues. Some members had also failed to pay amounts due to the
society.

The society decided to recover these dues from members
under applicable legal provisions. While updating its records,
the secretary also found that certain documents relating to the
society's transactions were required to be registered. However,
some documents were exempt from compulsory registration
under the law.
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The committee therefore had to determine:

1. What taxes and fees were payable by the society.

2. How dues payable to the co-operative society could be deducted or
recovered.

3. Which documents were exempt from compulsory registration.
This case provides the basic background for studying the legal provisions

relating to Taxes and Fees, Deduction of Dues of Co-operatives, and Exemption
from Compulsory Registration of Certain Documents.

Stamp Duty Remission , Registration Fees , Court Fees , Tax, Exemption, Statutory
Charge , Set-off , Deduction of Dues , Compulsory Registration

Discussion

Co-operative societies are formed to advance the economic and social welfare of their
members through mutual support and collective efforts. Considering their significant
role in society, the Kerala Co-operative Societies Act, 1969 grants them various
statutory privileges and concesstons. These provisions aim to ease their functioning,
minimise financial and procedural obligations, and promote the efficient performance
of their activities.

The major priviléges include coneessions on stamp duty, registration fees, court
fees, and specified taxes ufderiSection 40, along with exemption from compulsory
registration of certaini$pecified instruments under Section 41. The Act also provides
mechanisms such as charge and set-off to facilitate the recovery of amounts due from
members. These privilegesare available subject to the provisions of the Act, relevant
Government notifications and the prescribed conditions.

4.2.1 Privileges of Co-operative Societies Relating to Taxes
and Fees

The Kerala Co-operative Societies Act, 1969 provides co-operative societies with
certain statutory concessions concerning stamp duty, registration fees, court fees and
specified taxes. These benefits are intended to reduce the financial burden associated
with the functioning and transactions of co-operative societies.

Section 40 provides a statutory framework for granting concessions to co-operative
societies in respect of certain taxes, fees and duties. However, the provision does not
mean that every co-operative society is automatically exempt from all taxes and fees.
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The benefit depends upon:

¢ The nature of the society;

¢ The particular transaction or instrument;

¢ The applicable Government notification; and

¢ The conditions prescribed under the relevant law.

Therefore, a society must verify whether a particular exemption or remission applies
before claiming the benefit.

4.2.1.1 Remission of Stamp Duty — Section 40(1)(a)

Under Section 40(1)(a), the Government has the power to grant remission of stamp
duty payable under the Kerala Stamp Act, 1959 in respect of specified instruments. This
may include instruments executed by or on behalf of a co-operative society, its officers
or members, provided that the instrument is connected withihe business of the society.

The concession helps reduce the cost of executing importantidocuments related to
the society's activities.

4.2.1.2 Remission of Registration FeesE=iSectiom40(14(b)

The Government may also grant remission of certain fees payable under laws
governing document registration. As a result, specified transactions of co-operative
societies may receive relief from applicable registration fees.

This concession encourages societiesdocomplete necessary legal transactions with
a reduced financial burden.

4.2.1.3 Remission’of Court'Beesg=Section 40(1)(b)

Section 40(1)(b) furthér empowers the Government to remit specified court fees in
matters falling within the scope/oft the provision.

This provides financial‘relief to co-operative societies in eligible legal proceedings
and helps them pursue legal remedies without incurring the full burden of court fees
where Government notifications permit.

4.2.1.4 Exemption from Certain Taxes — Section 40(2)

Section 40(2) enables the Government to exempt specified categories of co-operative
societies from certain taxes. The taxes mentioned include:
¢ Agricultural income tax;
¢ Tax on the sale or purchase of goods; and

¢ Tax on professions, trades, callings and employments.

These exemptions promote the growth of co-operative societies by reducing recurring
tax liabilities.
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4.2.1.5 Concessions Subject to Government Notification

The benefits provided under Section 40 are not automatic. The applicable remission
or exemption generally depends upon the issuance of an appropriate Government
notification. The concerned society or transaction must also satisfy the conditions
prescribed for obtaining the benefit.

Therefore, societies can claim these concessions only when they fulfil the statutory
requirements and the Government has authorised the concession through notification.

The statutory privileges relating to taxes and fees lessen certain financial burdens
faced by co-operative societies. However, these benefits operate subject to the provisions
of the Kerala Co-operative Societies Act, applicable Government notifications and the
prescribed conditions.

4.2.2 Deduction of Dues of Co-operative Societies

Apart from granting concessions, the Kerala Co-operative Societies Act, 1969 also
provides co-operative societies with statutory methods for recovering amounts owed
by their members. One principal mechanism is the charge and set-off under Section 38,
read with the protection under Section 39.

These provisions enable societies to recover outstanding dues without immediately
resorting to lengthy legal proceedings.

4.2.2.1 Adjustment of Amoumty Payable to Members

When a member has an outstanding debtor liability towards the society, the society
may adjust any amount standing to the member's credit or otherwise payable to the
member against the outstanding dues.

This ensures that amountspalready payable by the society can be used to reduce
unpaid liabilities.
4.2.2.2 Adjustment fgem¥"Deposits

The society may use deposits or other amounts payable to a member to discharge
or reduce the member's liability towards the society.This adjustment strengthens the
society's financial security while ensuring lawful recovery.

4.2.2.3 Adjustment of Dividend, Bonus or Profit

Any dividend, bonus or profit payable to a member may also be utilised towards
settlement of the member's outstanding debt to the society.

Instead of paying the member directly, the society may first appropriate such amounts
towards outstanding dues.
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4.2.2.4 Dues of Former and Deceased Members

The recovery mechanism also extends beyond existing members. Amounts payable
to a former member or to the estate of a deceased member may be applied towards any
dues owed to the society.

This provision prevents liabilities from remaining unpaid merely because membership
has ceased or the member has died.

4.2.2.5 Statutory Charge

Section 38 confers a statutory charge on the society over specified interests and
amounts belonging to a member in respect of debts or other liabilities payable to the
society.

A statutory charge gives the society a legal right over specified amounts for recovering
its dues.

4.2.2.6 Right of Set-off

Set-off permits the society to appropriate an amount,payable to @ member towards
the member's outstanding liability.

Example: If a member owes 350,000 4o the society, and has 330,000 standing to
their credit, the society may adjust 30,000 against the debt, leaving a balance liability
of %20,000. This provision allows recoverysthrough adjustment rather than requiring
immediate legal action.

4.2.2.7 Protection of Member's‘Share — Section 39

Section 39 generally protects a membet's share or interest in the capital of the society
from attachment or' sale undena court decree for the member's debt, subject to Section
38.

Therefore, Sections 38 and 39 should be considered together. While Section 38
protects the society's right'to recover its dues, Section 39 protects the member's share
from attachment by outside creditors, except where the society's statutory rights are
involved.

The deduction of co-operative dues refers to the lawful adjustment of amounts
payable to, or standing to the credit of, a member against debts or outstanding demands
owed to the society. The principal mechanisms are the statutory charge and set-off under
Section 38, supported by the protection available under Section 39.

4.2.3 Exemption from Compulsory Registration of Certain Documents

Section 41 of the Kerala Co-operative Societies Act, 1969 exempts certain specified
instruments from compulsory registration. This provision is separate from Section 40,
which deals mainly with concessions relating to stamp duty, registration fees, court fees
and specified taxes.
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Section 41 aims to simplify procedural requirements for specified documents
connected with the functioning of co-operative societies.

4.2.3.1 Statutory Exemption

Section 41 grants a specific statutory exemption from compulsory registration to
instruments that fall within the scope of the provision.

This exemption operates directly under the Act for the specified instruments covered
by the provision.

4.2.3.2 Limited Application

The exemption does not extend to every document a co-operative society executes.
It applies only to those particular instruments that are covered by Section 41.

Therefore, societies cannot claim a blanket exemption for all their documents.

4.2.3.3 Difference from Stamp Duty Remission

The exemption from compulsory registration should be distinguished from the
remission of stamp duty available under Section40(1)(a)aThe two provisions operate
in different areas.

Stamp duty remission reduces financial liability, whereas exemption from compulsory
registration reduces procedural requirements.

4.2.3.4 Distinction Betwéen Sections 40 and 41

Table 4.2.1'Distinction Between Sections 40 and 41
Section 40 Section 41

Deals with remissionsof stamp duty, . )

. . . Deals with exemption from compulsory
registration fees, court fees and specified ) ] ] )
. registration of specified instruments.
axes.

Provides financial concessions. Provides procedural convenience.

Operates  subject to  Government Applies only to instruments covered by

notification and prescribed conditions. the Act.

The objective of Section 41 is to provide procedural convenience to co-operative
societies by relieving specified instruments from compulsory registration. However, the
exemption is confined to the instruments covered by the Act and should not be treated
as a general exemption applicable to all documents of co-operative societies.
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Ilustrative Case
Lakshmi Co-operative Society

Lakshmi Co-operative Society provides loans to its members. One of its members,
Anil, has an outstanding loan amount. Anil is employed and receives a regular salary.
When he obtained the loan, he authorised deduction from his salary towards the amount
payable to the society.

When Anil failed to make the required payments, the society followed the statutory
procedure for recovering the dues through salary deduction.

At the same time, the society had to execute certain instruments relating to its
shares and debentures. Before presenting the documents for registration, the secretary
examined whether Section 41 exempted the instruments. The society also incurred
expenses for stamp duty, registration fees, and other statutory charges. The secretary
therefore examined whether the society and the relevant transactions were eligible for
any remission or exemption under Section 40 and applicable Government notifications.

The case shows:
The case demonstrates how three different provisions operate:
Section 40 — Concessions relating to taxes, fees and duties
Section 37 — Deduction from salary towards society's dues
Section 41 — Exemption fromeompulsoryregistration of specified instruments

Together, these provisions' provide dmpertant financial, recovery and procedural
facilities to co-operative sociéties.

¢ The Kerala ‘Co-operative Societies Act, 1969 provides co-operative
societies with various statutory concessions concerning stamp duty,
registration fees, court fees and specified taxes.

¢ Under Section 40(1)(a), the Government may allow remission of
stamp duty on specified instruments associated with the business of a
co-operative society.

¢ Section 40(1)(b) provides for remission of specified registration fees and
court fees in eligible cases, subject to the applicable provisions.

¢ Under Section 40(2), specified categories of co-operative societies
may receive exemption from certain taxes, including taxes relating to
agricultural income, sale or purchase of goods, and professions, trades,
callings and employments, subject to the applicable conditions.
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¢ The concessions relating to taxes, fees and duties are not automatic
and are subject to applicable Government notifications and prescribed
conditions.

¢ A co-operative society can recover certain dues from its members
through the statutory deduction from salary or wages, subject to the
requirements prescribed under the Act.

¢ The salary deduction mechanism enables the society to recover amounts
due from a member through the employer or salary-disbursing authority
in accordance with the prescribed procedure.

¢ Section 41 provides exemption from compulsory registration for
specified instruments connected with co-operative societies, subject to
the scope and conditions of the provision.

¢ The exemption from compulsory registration under Section 41 is dis-
tinct from the tax, fee and duty concessions prewided under Section 40.

Objective Questions

1. Which section of the Kerala Cg-operative Societies Act, 1969 deals with
remission of stamp duty?

2. Under which provision may the Government remit specified registration
fees and court fees?

3. Which of the following is a tax frem which specified co-operative societies
may be exempted undenSection 40(2)?

4. Are the Concessions relating to taxes and fees under the Act automatic?

Which seetion provides for charge and set-off for recovery of dues from
members?

6. Which of the following amounts may be adjusted towards a member’s
outstanding liability?

a. Deposits
b. Dividends
c. Bonuses and profits

d. All of the above

7.  Which section generally protects a member’s share or interest in the
capital of the society from attachment or sale under a court decree?

8. Which section provides exemption from compulsory registration for
certain specified instruments?
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1.
2.
3.
4.

S.
6.
7.
8.

Section 40(1)(a)
Section 40(1)(b)
Agricultural income tax

No, they are generally subject to Government notification and prescribed
conditions

Section 38
All of the above
Section 39
Section 41

Self-Assessment Questions

.

1. Explain the statutory privileges available co-operative societies in
relation to stamp duty, registr fees and specified taxes
under Section 40 of the ocieties Act, 1969.

2.

3.

4.

5.

Section 39 and its relationship with Section 38.

6. Explain the exemption from compulsory registration under Section 41 and

distinguish it from the concessions available under Section 40.
Assignments
1. Discuss the statutory privileges available to co-operative societies relating

to stamp duty, registration fees, court fees and specified taxes under Section
40 of the Kerala Co-operative Societies Act, 1969.
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2. Examine the conditions governing remission and exemption from taxes
and fees available to co-operative societies, with particular reference to
Government notifications.

3. Explain the statutory charge and set-off mechanism under Section 38 for
recovery of dues from members of a co-operative society.

4. Analyse the adjustment of deposits, dividends, bonuses and profits
towards the outstanding liabilities of members, including the position of
past and deceased members.

5. Compare Sections 40 and 41 of the Kerala Co-operative Societies Act,
1969, with reference to tax and fee concessions and exemption from com-
pulsory registration of specified instruments.
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Unit @&
Inspection of Co-operative
Societies

Learning Outcomes

After completing this unit, the learner will be able to:

¢ describe the purpose and importance of enquiry,
inspection and supervision of co-operative societies

¢ identify the authorities responsible for conducting
enquiry, inspection and superyision under the relevant
co-operative laws

¢ outline the procedures involved in conducting an
enquiry, inspection andysupervision of co-operative
societies

¢ explain the ptocedure for imitiating and completing
surcharge ptoceedings against persons responsible for
loss or misappropriation of society funds

¢ distinguish between enquiry, inspection, supervision
ahd surcharge proceedings based on their purpose and
proceduré

Sunrise Co-operative Society is managed by a committee
elected by its members. The society maintains books of
accounts, registers, minutes of meetings, loan records and
other documents relating to its activities. The committee is
responsible for properly managing the society's affairs and
maintaining accurate records.

During the annual review, the competent authority noticed
some irregularities in the society's accounts and records. The
competent authority therefore decided to examine the society's
affairs in detail. The records had to be checked, the functioning
of the society had to be supervised, and the persons responsible
for any financial loss had to be identified.

SGOU - SLM - BCom - Co-operative Legal System m
0L

g g™
SREENARAYANAGURU
OPEN UNIVERSITY



This situation creates a need for enquiry, inspection, and supervision of
co-operative societies. Where an enquiry establishes that a person has caused
loss to the society through misappropriation, breach of trust, negligence or other
misconduct, surcharge proceedings may be initiated to recover the amount from
the person responsible.

Registrar, Inquiry, Inspection, Supervision, Audit, Surcharge, Financial Accountability,
Misappropriation , Natural Justice , Regulatory Compliance

Discussion

4.3.1 Inquiry By Registrar

Section 65 of the Kerala Co-operative Societies Aty 1969 provides for an inquiry
into the constitution, working and financial eondition of a co-operative society. The
provision enables the Registrar to examing(the affairs'of a society when circumstances
require a detailed investigation into its administration, management, accounts, records,
transactions or financial affairs. The primary objective of such an inquiry is to identify
irregularities, mismanagement, financial [0ssy, violations of statutory provisions, or
other deficiencies, and to ensufe that the seciety functions in accordance with the Act,
Rules, bye-laws, and accepted principlés of ¢o-operative management.

4.3.1.1 Power of the'Registear to@rder an inquiry

The Registrar may initiéte an inquiry into the affairs of a co-operative society under
Section 65. The inquiry may be undertaken when circumstances indicate the need for
an examination of the society's affairs, including suspected irregularities, improper
administration, financial loss or non-compliance with the statutory framework. The
purpose is to ascertain the actual position of the society and determine whether its
affairs are being conducted properly.

4.3.1.2 Matters covered by the inquiry
An inquiry under Section 65 may examine various aspects of the society, including:

¢ constitution and membership of the society;
functioning of the managing committee;
administration and management;

financial condition of the society;

S OO O

books of accounts, registers and other records;
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loans and advances granted by the society;
utilisation of society funds;

transactions involving members, officers or employees;

S O O O

compliance with the Act, Rules and bye-laws; and

¢ suspected irregularities, misappropriation or financial loss.

These matters correspond to the areas identified in the uploaded material as subjects
of investigation.

4.3.1.3 Appointment of an inquiry officer

The Registrar may conduct the inquiry personally or authorise another person to
do so. The officer entrusted with the inquiry may examine relevant records and obtain
information necessary for determining the true state of affairs of the society.

4.3.1.4 Production of books and records

To conduct an effective inquiry, the authority may require the production of books,
accounts, registers, documents, and other records relating to the affairs of the society.
Persons responsible for the management or custody.of suchrecordsinay also be required
to furnish information and assist in the inquity.

4.3.1.5 Duty to cooperate with thejinquiry

The committee, officers and employees of thessociety are expected to provide the
records, documents and information required for the inquiry. Cooperation is essential
because the inquiry aims to [@btain a“complete and accurate picture of the society's
affairs. Failure to comply with lawful requirements may result in consequences under
the Co-operative Sogieties Act and Rules.

4.3.1.6 Relationship’between audit, inquiry and inspection

The Act separately provides for audit under Section 64, inquiry under Section 65 and
supervision and inspection under Section 66. These provisions form part of the statutory
framework for oversight of co-operative societies. Section 64 deals with audit, Section
65 with inquiry by the Registrar, and Section 66 with supervision and inspection.

Thus, an inquiry under Section 65 may be distinguished from a routine inspection
or audit because its principal purpose is to investigate the constitution, working and
financial condition of the society and to ascertain whether irregularities or other
deficiencies exist.

4.3.1.7 Inquiry report

Under Section 65(2)(d), persons related to or involved in the inquiry must receive
notice stating the matter of inquiry and an opportunity of being heard, by registered
post or in person. The detailed report under Section 65(2A) must identify the defects,
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the amount of misappropriation and other loss, and quantify individual liability. If an
offence under Section 94 is revealed, the inquiry officer prepares a special report for the
Registrar, who forwards a copy simultaneously to the Police or the Vigilance Officer
for detailed investigation.

4.3.1.8 Further action following inquiry

An inquiry under Section 65 is primarily a fact-finding and investigative process.
Where the findings disclose irregularities or loss, appropriate proceedings may be
initiated under other provisions of the Act. Depending upon the nature of the findings,
this may include measures for recovery of loss, surcharge, rectification of defects or
other statutory action.

In particular, Section 68 provides for surcharge proceedings in cases where loss has
been caused to a society through acts or omissions falling within the scope of that
provision. Section 68 therefore may become relevant where the inquiry establishes
financial loss or responsibility requiring statutory recovery:

4.3.1.9 Directions by the Registrar — Section 66A

Section 66A supplements the supervisory framewotk, under which the Registrar
may issue general directions and guidelinegs to co-operativessocieties to further the
purposes of the Act or implement Government policies for the benefit of members and
the general public.

4.3.1.10 Suspension of offi¢ers — Sectiogo6B

Where an inquiry under Section 65, inspection under Section 66 or audit under
Section 64 discloses serious misconduct by an officer covered by Section 66B, the
Registrar may, for re@sons recorded inawriting, direct the committee to suspend the
officer in the circumistances speeified in that section, including cases involving suspected
misappropriation, manipulation of accounts, forgery or destruction or tampering with
records.

4.3.1.11 Submission of returns — Section 66C

Section 66C requires every co-operative society to submit prescribed returns to the
Registrar within the statutory period after the close of the financial year. These returns
provide important information on the society's activities, audited accounts, surplus
disposal, and amendments to its bye-laws, thereby assisting regulatory supervision.

4.3.1.12 Cost of inquiry — Section 67

Section 67 deals with the cost of an inquiry or inspection in the circumstances
specified in the Act. The provision regulates how the expenses connected with an
inquiry or inspection are to be dealt with and provides safeguards concerning liability
for such costs.
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4.3.1.13 Importance of Section 65

Section 65 plays an important role in maintaining accountability, transparency and
financial discipline in co-operative societies. It enables the Registrar to examine the
actual functioning of a society and identify administrative or financial irregularities at
an appropriate stage. The uploaded material similarly emphasises that the provision
helps protect the interests of the society and its members.

An inquiry under Section 65 of the Kerala Co-operative Societies Act, 1969 is an
important statutory mechanism for examining the constitution, administration, working
and financial condition of a co-operative society. It enables the Registrar to investigate
suspected irregularities and obtain relevant records and information. The inquiry
findings may provide the basis for further proceedings under other provisions of the
Act. In this way, Section 65 contributes to the proper management, financial integrity,
accountability and lawful functioning of co-operative societies.

4.3.2 Inspection and Supervision ProcedureS of a Co-operative
Society

Inspection and supervision are important statutorysmechanisms for ensuring the
proper administration, financial discipline andwlawful”functioning of co-operative
societies. Under the Kerala Co-operative Societies Acty 1969, the Registrar has powers
to supervise and inspect the affairs of societies and ensure compliance with the Act,
Rules, and bye-laws. Section 66 specifically deals with supervision and inspection,
while Sections 64 and 65 provide foraudit and inquiry respectively.

4.3.2.1 Audit as a basis for supefvision — Section 64

Section 64 deals withathe seope and procedure for auditing a co-operative society.
Audit includes examiining matters'such as overdue debts, verifying cash balances and
securities, and valuing thesoeiety's assets and liabilities. Audit findings may provide a
basis for further supervisory or ¢orrective action.

4.3.2.2 Supervision 0fthe working of the society — Section 66(1)

Under Section 66(1), the Registrar is required to supervise, or cause to be supervised
by an authorised person, the working of every society as frequently as he considers
necessary. Such supervision may also include inspection of the books of the society.

4.3.2.3 Inspection of books — Section 66(2)

Under Section 66(2), the Registrar may, on his own motion or on an application by
a creditor, inspect or direct an authorised person to inspect the books of the society.
Where inspection is requested by a creditor, the creditor must satisfy the Registrar
that the debt is due, that payment has been demanded and that the demand has not
been satisfied within a reasonable period. The creditor may also be required to deposit
security towards the cost of inspection.
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4.3.2.4 Inspection of records and properties — Section 66(4)

The Registrar or authorised inspecting officer may obtain access to and inspect the
books, records, accounts, documents, securities, cash balances, and other properties
belonging to the society. The officer may also require persons responsible for their
custody to produce them for inspection.

4.3.2.5 Duty of officers and employees — Section 66(4A)

The officers and employees of the society have a statutory duty to co-operate with
and assist in the supervision or inspection. They must furnish information and produce
books, records, and cash balances when demanded by the authorised officer. Failure to
comply may attract the consequences provided under the Act.

4.3.2.6 Calling for corrective action — Section 66(5)

Where inspection or supervision reveals defects or irregularities, the Registrar or
authorised officer may issue a written direction to the society er its officers requiring
them to take specified action within the period mentioned in the order. This provision
enables the supervisory authority to secure rectificatiomof deficiencies identified during
inspection.

4.3.2.7 Inspection by Apex Society, Federal Society or Financing
Bank — Section 66(7)—(10)

An Apex Society, Federal Cefoperative Sogietysor financing bank has the right to
inspect the books of a registergd society affiliated to it through its officers. Such officers
may examine books, accounts, documents, securities, cash and other properties and call
for information, statements andireturns necessary to ascertain the financial condition
of the society and thé safety of amounts'lent to it. The inspecting institution may also
report to the Registrar regardingappropriate action.

4.3.2.8 Periodic inspectiofi'and inquiry — Section 66(11)

Section 66(11) empowers the Registrar or authorised subordinate officers to conduct
an inquiry based on a petition received and to inspect the affairs of a society periodically.
For this purpose, the expression “affairs of a society” includes matters relating to its
administration, management and business.

4.3.2.9 Inquiry by Registrar — Section 65

Inspection and supervision should be distinguished from a formal inquiry under
Section 65. Under Section 65, the Registrar may conduct an inquiry into the constitution,
working and financial condition of a society when the statutory conditions for such
inquiry are satisfied. An inquiry is therefore a more specific fact-finding mechanism,
whereas Section 66 primarily concerns continuing supervision and inspection.
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4.3.2.10 Power to issue directions — Section 66A

Under Section 66A, the Registrar may issue general directions and guidelines
to co-operative societies for furthering the purposes of the Act and implementing
Government policies for the benefit of members and the general public. Such directions
form an important part of the supervisory framework.

4.3.2.11 Suspension of certain officers — Section 66B

Where, during an inquiry under Section 65, inspection under Section 66, audit under
Section 64 or a vigilance proceeding, the Registrar is satisfied that an officer has acted
detrimentally to the interests of the society or its members and there is reason to believe
that the officer has been involved in matters such as misappropriation, manipulation of
accounts, forgery or destruction/tampering of records, the Registrar may, for recorded
reasons, direct the committee to suspend the responsible officer.

4.3.2.12 Submission of returns — Section 66C

Every co-operative society must submit the annual returns specified in Section 66C(1)
within six months after the close of the financial year. In addition, Section 66C(2),
inserted by Act 9 of 2024, requires quarterly returns on eredit activities, certified by the
chief executive. The Registrar reviews themg@nd the Society must submit a rectification
report based on that evaluation after each quarter. Failure to submit on time may attract
a fine up to 10,000, based on the prescribed classification and category of the society.
The precise form and classification_should, be taken from the applicable Rules or
notification rather than assumeds

4.3.2.13 Cost of inquiry or inspection — Section 67

Section 67 deals with the cost'ofan inquiry under Section 65 or an inspection under
Section 66 when conducted emthe application of a creditor. The Registrar may apportion
the cost among the persons or entities specified in the provision, but a person proposed
to be made liable must be given'a reasonable opportunity of being heard.

4.3.2.14 Special inspection of certain societies — Section 74C

Section 74C provides for special inspection of apex, federal and central societies.
The Registrar must inspect, or cause their affairs to be inspected, every year, and the
inspecting officers have the powers specified under Section 66(4).

Inspection and supervision under the Kerala Co-operative Societies Act, 1969
constitute an important system of regulatory oversight and accountability. Section 66
provides the principal framework for supervision and inspection, while Sections 64 and
65 supplement it through audit and inquiry. Sections 66A, 66B, 66C and 67 provide
additional mechanisms for directions, corrective action, reporting and costs. Together,
these provisions seek to ensure that co-operative societies function lawfully, efficiently,
transparently and in the interests of their members.
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4.3.3 Surcharge Procedures of Co-operative Societies

Surcharge proceedings are an important statutory mechanism under the Kerala
Co-operative Societies Act, 1969, intended to recover loss caused to a co-operative
society by persons responsible for misappropriation, improper payment, negligence,
breach of trust or other acts or omissions resulting in financial loss.

4.3.3.1 Statutory provision — Section 68

The principal provision relating to surcharge is Section 68 of the Kerala Co-operative
Societies Act, 1969. It empowers the competent authority to examine whether any
person responsible for the management or affairs of a society has caused loss to the
society and, where the statutory requirements are satisfied, to order recovery of the
amount from that person.

4.3.3.2 Persons against whom surcharge may be initiated

Surcharge proceedings may be taken against persons who are responsible for the
affairs of the society, including, depending upon the circumstancess
Members of the committee;
Officers of the society;
Employees;

Persons entrusted with the management or control of the society; and

A

Other persons whose act§ or omissions havé caused loss to the society, where
covered by Section 68/

4.3.3.3 Circumstances giving rise t@ surcharge

Surcharge proceédings may arise ' where an examination, audit or inquiry discloses
that loss has been causeddo the'society through:
¢ Misappropriation or ffaudulent retention of society funds;
Wilful negligence;
Misapplication of money or property;
Improper or unauthorised payment;
Breach of trust;

Failure to exercise required care in managing society property; or

(el v * R IR IR e/

Other acts or omissions resulting in financial loss, as contemplated by Section
68.

4.3.3.4 Basis for initiating proceedings

Proceedings may lawfully be based on an audit under Section 63, inquiry under
Section 65, inspection under Section 66, winding-up proceedings, or a report of the
Vigilance Officer. Under Section 68(3), the decision should be issued within 60 days
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after completion of the inquiry; the Registrar may extend that period for recorded
reasons, but the extended period cannot exceed a further 60 days. The material must
establish the quantified loss and the person responsible.

4.3.3.5 Notice to the person concerned

Before an adverse surcharge order is passed, the person against whom proceedings
are proposed should be allowed to explain the allegations and contest the proposed
liability. The principles of natural justice require that the person be informed of the
basis of the proposed action and given a reasonable opportunity to present their case.

4.3.3.6 Examination of records and evidence

The competent authority examines relevant books of accounts, vouchers, registers,
resolutions, audit reports, inquiry reports and other documents to determine:

1.  Whether a financial loss has occurred;

2. The amount of the loss;

3. The circumstances in which the loss occurred;and

4. The person or persons responsible for the loss.

4.3.3.7 Determination of liability

After considering the available records and the explanation submitted by the person
concerned, the competent authoritysdetermines whether the statutory conditions for
surcharge are satisfied. The liability must be basedupon the person's acts or omissions
and the loss attributable to those acts orfomissions.

4.3.3.8 Surcharge@o¥der

Where liability (is establiShedy, the competent authority may pass a surcharge order
directing the persontésponsible to repay the amount of loss to the society, together with
such other amount as may be légally recoverable under the Act.

4.3.3.9 Recovery of surcharge amount

A surcharge order creates a statutory liability for the amount ordered to be recovered.
If the amount is not voluntarily paid, it may be recovered through the recovery
mechanisms provided under the Kerala Co-operative Societies Act and Rules.

4.3.3.10 Opportunity of hearing

An important feature of surcharge proceedings is compliance with natural justice.
The person proceeded against should receive notice, have access to the material relied
upon to the extent required by law, and be given a reasonable opportunity to submit an
explanation before a final order is made.
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4.3.3.11 Appeal or other statutory remedy

A person aggrieved by a surcharge order may have an appeal or other statutory
remedy under the Kerala Co-operative Societies Act, subject to the applicable provision,
limitation period and procedural requirements.

4.3.3.12 Purpose of surcharge proceedings

Section 68B — Police or Vigilance investigation: The Government or Registrar may
forward cases of misappropriation, irregularity or corruption falling under the penal
or anti-corruption law to the Police or the Vigilance and Anti-Corruption Bureau.
The Registrar sanctions inquiry/investigation and cognizance under the Prevention of
Corruption Act against committee members, officers and servants; for a Chief Executive
Officer appointed by Government, the Secretary to Government, Co-operation
Department, is the sanctioning authority.

The principal purpose of surcharge is not merely to punishgbut to protect the financial
interests of the co-operative society by fixing responsibility for loss and facilitating
recovery of the amount from the person legally responsible.

Surcharge proceedings under Section 68 of the Kerala Co-operative Societies Act,
1969 provide an important mechanism for fixingfifiancial'tesponsibility for loss caused
to a co-operative society. The process genepally involvesiidentifying the loss, examining
the conduct of the person responsible, issuing notice and providing an opportunity of
hearing, determining liability, and, where established,/passing an order for recovery.
Thus, surcharge provisions prometéfinancial'accountability, responsible management
and protection of the funds and'property of co-operative societies.

¢ Section 65 of the Kerala Co-operative Societies Act, 1969 empowers
the Registrargegeonduct an inquiry into the constitution, functioning and
financial condition of a co-operative society.

¢ The inquiry may cover various aspects of the society, including its
management, accounts, records, loans, utilisation of funds, transactions
and compliance with the Act, Rules and bye-laws.

¢ Section 64 relates to audit, Section 65 to inquiry, and Section 66 to
inspection and supervision, together providing an important system of
regulatory control over co-operative societies.

¢ Under Section 66, the Registrar has the authority to supervise the
functioning of societies and examine their books, records, accounts,
securities, cash and other properties.
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¢ Officers and employees of the society are required to assist in inspection
and supervision, while appropriate corrective directions may be given
when defects or irregularities are detected.

0 Sections 66A, 66B and 66C strengthen the supervisory framework
through provisions concerning directions, suspension of specified
officers and submission of statutory returns.

¢ Section 68 provides for surcharge proceedings to determine and recover
financial responsibility for losses caused to a co-operative society
through specified acts or omissions.

¢ Surcharge proceedings involve examining evidence, determining the
loss and responsibility, issuing notice and providing an opportunity of
hearing before a final decision is taken.

¢ Collectively, inquiry, inspection, supervision and surcharge mechanisms
promote accountability, transparency, financialddiscipline and effective
management of co-operative societies.

¢ The overall purpose of these statutoryameasures 1s to safeguard the
funds and interests of co-operative societies and their members and
ensure their lawful and efficient funetiening:

Objective Questions

1. Which section of the Kerala Cosoperative Societies Act, 1969 provides
for inquiry by the Registrar?

2.  What aspects of.aseo-operative society can be examined under Section
65?

Which section dealséwith the audit of a co-operative society?

4.  Which section provides for inspection and supervision of co-operative
societies?

5. Under which section can the Registrar issue general directions and
guidelines to co-operative societies?

6. Which section deals with surcharge proceedings for loss caused to a
co-operative society?

7.  What must be provided to a person before a final surcharge order is
passed?

What is the main purpose of surcharge proceedings?

9. What is the primary purpose of inquiry, inspection, supervision and
surcharge proceedings?
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1.
2.
3.
4.
S.
6.
7.

Section 65.

Its constitution, working and financial condition.
Section 64.

Section 66.

Section 66A.

Section 68.

Notice and a reasonable opportunity to submit an explanation and be
heard.

To fix responsibility for financial loss and facilitate recovery of the amount
from the person responsible.

To promote accountability, transparency, financial diseipline and proper
management of co-operative societies.

supervision under Section 66 help in ensuring the
proper functioning of @ co-operative society?

What are the daities of officers and employees during the inspection of a
co-operative society?

What is the purpose of surcharge proceedings under Section 68, and in
what circumstances may they arise?

What procedural safeguards should be followed before determining
liability in a surcharge proceeding?
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Assignments

1. Explain the scope and procedure of an inquiry conducted by the Registrar
under Section 65 of the Kerala Co-operative Societies Act, 1969. Examine
the matters that may be investigated and the possible outcomes of such an
inquiry.

2. Examine the powers of the Registrar under Section 66 relating to inspection
and supervision of co-operative societies. Discuss the powers to examine
books and records, obtain necessary information and direct corrective
measures.

3. Differentiate between audit, inquiry and inspection under Sections 64, 65
and 66 of the Kerala Co-operative Societies Act, 1969. Explain how each
mechanism contributes to ensuring accountability and proper administration
of a co-operative society.

4. Describe the procedure relating to surcharge proceedings under Section
68. Discuss the circumstances leading tesurcharge, 'determination of
responsibility, issuance of notice, opportunity of hearing and recovery of
the amount payable.

5. Discuss the role of inquiry, inspection, {Supervision and surcharge
proceedings in maintaining financial discipline and accountability in
co-operative societies. Amalyse the,significance of Sections 65, 66 and
68 in safeguarding the interests, and financial resources of co-operative
societies.
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1. Department afiiCo-operation, Government of Kerala. (n.d.). Kerala
Co-operative Societies Act and Rules. https://cooperation.kerala.gov.in/
kes-act-and-rules/
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Government of Kerala. (1969). Kerala Co-operative Societies Rules,
1969.

4. Government of Kerala. (2024). Kerala Co-operative Societies
(Amendment) Act, 2023 (Act 9 of 2024). Kerala Gazette Extraordinary, 7
June 2024. Kerala Co-operative Societies (Amendment) Act, 2023

5. Government of Kerala, Department of Co-operation. (n.d.). Materials
and manuals relating to audit, inspection and supervision of co-operative
societies.

@ SGOU - SLM - BCom - Co-operative Legal System m




Suggested Reading

Apte, S. S. (n.d.). The Co-operative societies act and rules.
2. Mathur, B. S. (n.d.). Co-operative law and practice.
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4. Kerala High Court. (n.d.). Judgments concerning the Kerala Co-operative
Societies Act, 1969.
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Unit ﬁ
Provisions Relating to
Arbitration

Learning Outcomes

After completing this unit, the learner will be able to:

¢ describe the concept and significance of arbitration in
co-operative societies

¢ examine the scope of arbitration and identify the
various types of disputes covered under Section 69 of
the Kerala Co-operative Socicties Act, 1969

¢ explain the meaning and scope' of an award and
differentiate an arbitrater’s award ‘from a decision
made by the Registrar or amauthorised officer

¢ discuss the gmajor statutory ‘provisions governing
arbitration and awards, particularly Sections 69, 69(2),
70, 70A and 70B

Prerequisites

( Disputes in co-operative societies relate to conflicts

of disagreements arising from the management, business
operations, financial dealings, and other activities of a
co<opérative society. Such disputes may occur between
the society and its members, committee members, officers,
employees, borrowers, or other persons associated with the
society.

The Kerala Co-operative Societies Act, 1969 provides a
statutory framework for dealing with such disputes through
the appropriate authorities and procedures. The concept
includes dispute resolution, arbitration, awards, adjudication,
execution, and enforcement, particularly under Sections 69 to
70B and the subsequent provisions dealing with the execution
and enforcement of awards.
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Arbitration , Dispute , Award , Adjudication , Registrar , Arbitration Court, Execution
, Enforcement

Discussion

5.1.1 Arbitration and Awards

Arbitration proceedings in co-operative societies provide a specialised mechanism
for resolving disputes arising between societies, members, former members, committee
members, employees, borrowers, sureties and other persons connected with the affairs
of the society. In Kerala, the Kerala Co-operative Societies Act, 1969 and the Kerala
Co-operative Societies Rules, 1969 principally govern such.disputes. Depending upon
the nature of the dispute, it may be adjudicated by the Co-operative Arbitration Court
or by the Registrar or an authorised arbitrator. This mechanism isintended to provide a
comparatively expeditious and specialised method efxesolving disputes relating to the
management, business and financial affairs of co-operative societies.

5.1.2 Arbitration

Arbitration is a method of resolving ‘disputes without approaching an ordinary
civil court, in which a dispute is sefefred to an,arbitrator or a specialised adjudicating
authority for determination. The person et authority hearing the dispute examines the
claims, defences, documents and evidefice of'the parties and gives a decision or award.
In the context of co-operative societies, arbitration is a statutory mechanism provided
under the Kerala Co-operative Socicties Act, 1969 for resolving disputes arising out of
the affairs and busifiess of co-eperative societies.

Under the Kerala'Co-operatiye Societies Act, Section 69 identifies the disputes that
must be dealt with under the statutory dispute-resolution mechanism, while Section 70
provides for their adjudic¢ation and the making of a decision or award. The Act therefore
creates a specialised system for resolving disputes connected with co-operative societies.

5.1.3 Scope of Arbitration in Co-operative Societies
The scope of arbitration under the Act is comparatively broad. It extends to disputes:
1. Between members and the society concerning the affairs or business of the
society.
2.  Between members, past members and persons claiming through them.

Between a member and the committee, officers, agents or employees of the
society.

4. Between the society and former committee members, officers, agents or
employees.
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Between two co-operative societies.
Between a society and members of an affiliated society.

Between the society and its borrowers or persons having business transactions
with it.

8. Between the society and its sureties.

The statutory mechanism also extends to certain election disputes and employment-
related disputes, including specified matters concerning employment, promotion and
inter se seniority. Claims by a society for debts or demands due to it are also treated as
disputes under Section 69(2).

Section 69(1), as amended by Act 9 of 2024, also expressly covers a dispute between
the society and a creditor, a dispute between a co-operative society and its subsidiary
under Section 14AA, and a dispute between members of a partnership formed under
Section 14B.

Specialised Forum

The Act provides for Co-operative Arbitration Courts under Section 70A. These
courts constitute a specialised forum for adjudicating, disputes falling within their
jurisdiction.

Thus, the scope of arbitration in co-gperative societies i1s not limited merely to
disputes concerning repayment of loans. It encompasses a wide range of disputes
arising from membership, management, elections, employment, borrowing, financial
transactions and other affairs of €0-operative soecieti€s.

5.1.4 Award

An award is the formal determination'made by an arbitrator in a dispute referred to
arbitration under the Keralas€o=operative Societies Act, 1969. It determines the rights
and liabilities of the parties involved in the dispute. Under Section 70, disputes referred
under Section 69 are adjudicatéd in accordance with the provisions of the Act, Rules
and the bye-laws of the soeiéty. The uploaded material distinguishes an award, which
is issued by an arbitrator, from a decision, which may be issued by the Registrar or an
officer exercising the Registrar's powers.

5.1.4.1 Scope of an Award

The scope of an award is connected with the disputes that fall within Section 69 of
the Act. It may determine disputes:
Between members and the co-operative society.
2. Among present or past members and persons claiming through them.

Between members and the committee, officers, agents or employees of the
society.
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4. Between the society and former committee members, officers, agents or
employees.

Between one co-operative society and another society.
Between a society and members of an affiliated society.

Between the society and borrowers or persons having business transactions with
it.
8. Between the society and its sureties.

The scope also extends to certain election-related and employment-related disputes
specifically brought within the statutory dispute-resolution mechanism. Under Section
69(2), specified claims for debts or demands due to the society, election disputes and
certain disputes concerning employment, promotion and inter se seniority are treated as
disputes under the Act.

¢  Effect and Enforcement of an Award

An award determines the legal and financial obligations of,the parties. When the
party against whom the award is made fails to comply voluntarily, the award can be
subjected to execution and recovery proceedings undenthe Act. The uploaded material
identifies Sections 7579 as the principal provisions governing the enforcement and
execution of awards, decrees, orders, and de€isions.

¢ Appeal against Award

An aggrieved party may have astatutory appellateaemedy before the Co-operative
Tribunal, subject to the conditiens prescribed by the Act. Section 82 specifically deals
with appeals to the Co-operative Tribunal.

5.1.5 Provisionssand Procedure Relating to Arbitration and
Award

Under the Kerala Co-operative Societies Act, 1969, arbitration and awards form part
of the statutory mechanism fof settlement of disputes relating to co-operative societies.
Sections 69 to 70B contain the principal provisions, while Sections 75 to 79 deal with
enforcement of awards.

O Section 69 — Reference of disputes

Section 69 is the principal provision identifying the disputes that can be brought under
the statutory dispute-resolution mechanism. It includes disputes between members and
the society, disputes involving past members, committee members, officers, employees,
borrowers and sureties, and disputes between co-operative societies. It also covers
certain election- and employment-related disputes.

O Section 69(2) — Deemed disputes

Certain matters are specifically treated as disputes under Section 69(2). They include
claims by a society for debts or demands due to it, specified disputes concerning
elections, and certain disputes relating to employment, promotion and inter se seniority.
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¢ Section 70 — Adjudication and Award
Section 70 provides for the adjudication of disputes referred under Section 69. Under
Section 70(6), as amended in 2023, monetary disputes are to be decided or awarded
within one year. In monetary disputes, the Registrar may:
¢ decide the dispute himself;
O transfer it to an authorised officer; or
¢ refer it to an arbitrator appointed for the purpose.

The authority deciding the dispute considers the pleadings, evidence and relevant
records and determines the matter in accordance with the Act, Rules and bye-laws.

A decision differs from an award. The Registrar, or an officer exercising the Registrar's
powers, issues a decision, whereas an arbitrator issues an award.

¢ Section 70A — Co-operative Arbitration Court

Section 70A provides for Co-operative Arbitration Courts for disputes within their
jurisdiction. Under current Section 70A(2), the Presiding Officetymust be an officer of
and above the rank of a Munsif-Magistrate of the judicial service.

¢ Section 70B — Pending proceedings

Section 70B deals with pending procegdings connected with the establishment of
Co-operative Arbitration Courts and facilitates their transfer and continuation before
the competent statutory forum.

5.1.6 Procedure of Arbitration.and Award

The procedure may be understood in the following stages:

Stage 1 — Arising of dispute: " AudiSpute must arise between parties falling within
the scope of Section 69.

Stage 2 — Reference: The dispute is referred to the appropriate statutory authority
or forum under Section 69:

Stage 3 — Determination of forum: Depending upon the nature of the dispute,
the matter is dealt with through the Co-operative Arbitration Court or the Registrar's
statutory mechanism.

Stage 4 — Consideration of pleadings and evidence: The parties present their
respective claims and defences, and the adjudicating authority examines the pleadings,
documents, evidence and relevant records.

Stage 5 — Hearing and adjudication: The dispute is considered in accordance with
the Kerala Co-operative Societies Act, the Rules and the bye-laws of the society.

Stage 6 — Passing of award or decision: Where the dispute is determined by an
arbitrator, an award is issued. If the Registrar or an authorised officer determines the
dispute, a decision is issued.
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Stage 7 — Effect of award: The award determines the rights and liabilities of the
parties. If the person against whom the award is made fails to comply voluntarily, the
award may be enforced through the execution provisions of the Act.

Stage 8 — Execution: The relevant enforcement provisions are contained in Sections
75 to 79, covering enforcement of charges, execution of awards and orders, specified
powers of the Registrar or authorised person, attachment before award or order, and
recovery of sums due to Government.

Stage 9 — Appeal: An aggrieved party may have a statutory remedy before the
Co-operative Tribunal under Section 82, subject to the requirements and limitations
prescribed by the Act.

5.1.7 Execution and Enforcement of Awards: Provisions and
Procedures

Execution proceedings constitute the stage at which afh award, decision or order
passed in a co-operative dispute is enforced against the personliable to comply with it.
An award alone may not always result in immediate aecovery; if the\liable party fails to
satisfy the award voluntarily, the successful party or the society may initiate appropriate
recovery and execution proceedings under the. Aetsand Rules. These provisions enable
recovery of amounts due to co-operative societies and ensure that awards and decisions
are given practical effect. Thus, arbitration and execution proceedings together provide
a complete statutory framework for adjudicating disputes and enforcing the resulting
decisions in the co-operative sectoi

Execution means the legalfprocess by which a judgment, award, decree, order or
decision is enforced and given practical effect. In the context of co-operative societies,
execution becomes necessary when a person against whom an award or decision has
been passed fails tof comply withlitgvoluntarily. The execution process enables the
successful party, particulacly'théco-operative society, to recover the amount or enforce
the obligation determined by the competent authority.

Under the Kerala Cozepefative Societies Act, 1969, Section 76 principally deals
with the execution of awards, decrees, orders, and decisions, while Sections 75 to 79
contain related enforcement provisions. The uploaded material identifies Section 76 as
the primary mechanism for executing awards, decrees, orders, and decisions.

5.1.7.1 Scope of Execution

The scope of execution under the Act extends to enforcing various orders and
financial obligations arising from co-operative disputes. It includes:

1. Execution of awards—An award passed in a co-operative arbitration proceeding
can be enforced when the liable party fails to comply voluntarily.

2. Execution of decrees and orders — Decrees and orders falling within the
statutory framework may also be executed.
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3. Execution of decisions — Decisions made by the Registrar or authorised
authority can be enforced through the prescribed mechanism.

4. Enforcement of charges — Section 75 provides for enforcement of charges
created in favour of a co-operative society.

5. Recovery through statutory authorities — Section 77 provides specified
powers to the Registrar or an empowered person for purposes connected with
execution.

6. Attachment of property — Section 78 provides for attachment before an award
or order in circumstances prescribed by the Act.

7. Recovery of Government dues — Section 79 deals with recovery of sums due
to the Government.

5.1.7.2 Purpose of Execution

The principal purpose of execution is to ensure that an award or decision does not
remain merely a declaration of the rights of the parties. It provides a mechanism to
enforce the rights and liabilities determined by the award. Where the person liable under
an award fails to comply, execution and recovery groceedings enable the successful
party or society to obtain the benefit determined by the award.

Under the Kerala Co-operative Societies Act, 1969, exeéeution and enforcement
provisions ensure that an award, decisiofl, decree or'order passed in a co-operative
dispute is effectively implemented.

The principal enforcement psovisions are in,Seetions 75 to 79. These provisions
operate after adjudication and provide me€hanisms for recovery where the person liable
under an award does not comply voluntarily.

¢ Section 75 — Enforcément of Charge

Section 75 deals with enfereing a charge in favour of a co-operative society. Where
a charge has been ereated to secure an obligation due to the society, the statutory
mechanism may be used for enforcing that charge and protecting the society's financial
interest.

O Section 76 — Execution of Awards, Decrees, Orders and Decisions

Section 76 is the principal provision relating to execution. It provides for the
execution of awards, decrees, orders and decisions made under the co-operative
societies legislation.

Following the 2023 amendment, Section 76 also expressly includes every order of
the Co-operative Ombudsman under Section 69A among the executable orders.

If an award is not satisfied voluntarily, execution proceedings may be initiated to
enforce the rights determined by the award. Thus, Section 76 gives practical effect to
the adjudication made by the competent authority.
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¢ Section 77 — Powers of Registrar or Empowered Person

Section 77 confers specified powers upon the Registrar or an empowered person for
purposes connected with execution. These powers facilitate implementation of awards
and orders and assist in recovering amounts due under them.

0  Section 78 — Attachment Before Award or Order

Section 78 provides for attachment before an award or order in circumstances
prescribed by the Act. This provision serves as a protective measure where attachment
of property is necessary before final determination, helping preserve property that may
later be required to satisfy the claim.

¢ Section 79 — Recovery of Sums Due to Government

Section 79 deals with recovering sums due to the Government. It provides a statutory
mechanism to recover amounts within its scope.

5.1.8 Procedure for Execution and Enforcément

The procedure may broadly be explained in the following stages:

Step 1 — Passing of the award: The competent arbitsator, Registrar or other autho-
rised authority adjudicates the dispute and passés@amawardor decision.

Step 2 — Compliance: The person against whom the award is made is expected to
comply with the award and discharge the liability determined therein.

Step 3 — Failure to comply: df'the award iSmotwoluntarily satisfied, the successful
party or the co-operative society may take steps for its execution and recovery.

Step 4 — Initiation of execution: Execution is undertaken under the statutory mech-
anism, principally Seetion’76, along withdhe applicable provisions of Sections 75-79.

Step 5 — Enforcementanieasures: Depending on the circumstances, enforcement
may involve the mec¢hanisms relating to charges, attachment and recovery provided
under the Act.

Step 6 — Recovery: The amount or obligation determined by the award is recov-
ered or enforced through the competent statutory authority.

Step 7 — Appeal: An aggrieved party may have a statutory remedy before the
Co-operative Tribunal under Section 82, subject to the conditions and limitations pre-
scribed by the Act.
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Recap

Arbitration is a special method for settling disputes in co-operative
societies.

Section 69 of the Kerala Co-operative Societies Act, 1969 specifies the
disputes that can be referred for settlement.

Section 70 provides for the adjudication of disputes and the passing of an
award or decision.

Disputes may involve members, societies, committee members, officers,
employees, borrowers and sureties.

An award is the formal decision of the arbitrator that determines the
rights and liabilities of the parties.

Section 70A provides for the establishment of Co-operative Arbitration
Courts.

If an award is not voluntarily obeyed, it can'be enforced through execution
and recovery proceedings under Sections 75 t0,79.

Section 82 provides for an appgal before the,Co-operative Tribunal.

Which section 6f the Kerala Co-operative Societies Act, 1969 identifies
disputesf to be dealt “with under the statutory dispute-resolution
mechanism?2

Which section deals with the adjudication of disputes and the making of
an award or deeision?

Under which section are Co-operative Arbitration Courts provided for?
Who issues an award in a co-operative arbitration proceeding?

Which section is principally concerned with the execution of awards,
decrees, orders and decisions?

Which section deals with attachment before an award or order?

Which section provides for the statutory appellate remedy before the
Co-operative Tribunal?
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1.
2.
3.
4.
S.
6.
7.

Self-Assessment Questions

Section 69
Section 70
Section 70A
Arbitrator
Section 76
Section 78
Section 82

What is meant by arbitration in the con

= Wsocieties?
Se 69 of the Kerala

awards

What is edy available against an award or decision under

Explain the meaning, nature and scope of arbitration in co-operative
societies with special reference to Section 69 of the Kerala Co-operative
Societies Act, 1969.

Discuss the provisions relating to arbitration and awards under Sections 69,
69(2), 70, 70A and 70B of the Kerala Co-operative Societies Act, 1969.

Explain the procedure for conducting arbitration proceedings from the
reference of a dispute to the passing of an award or decision.
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4. Examine the provisions relating to execution and enforcement of awards
under Sections 75 to 79 of the Kerala Co-operative Societies Act, 1969.

5. Discuss the complete process of arbitration, award, execution and appeal
under the Kerala Co-operative Societies Act, including the appellate
remedy under Section 82.
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Unit é
Appeals, Review and
Revision

Learning Outcomes

After completing this unit, the learner will be able to:

O explain the concept and statutory character of appeal,
revision and review under the Kerala Co-operative
Societies Act, 1969

¢ identify the competent appellate, revisional and
reviewing authorities prescribéd under the relevant
provisions of the Act

¢ describe the jurisdiction and powers of the Co-operative
Tribunal under Sections 81382, 84, 85, 86 and 98

¢ differentiate appeal, revision andreview with reference
to their objectives, scope, authorities and grounds

¢ explain the \grounds and procedural conditions
applicable to areview under Section 85

Prerequisites

Appeal; Revision and Review are important legal remedies
under cofoperative law. An appeal means approaching a higher
authority to challenge an order or decision of a lower authority.
It allows the higher authority to examine the decision and
confirm, modify or cancel it. Revision is a supervisory remedy
through which a higher authority examines whether a lower
authority has acted legally, properly and within its powers.
Review means reconsideration of a decision by the same
authority that made the decision, usually to correct an apparent
error or consider legally permitted new facts. Thus, an appeal
involves re-examination by a higher authority, revision involves
supervisory correction, and review involves reconsideration by
the same authority. The Co-operative Tribunal is a specialised
statutory body established under the Kerala Co-operative
Societies Act, 1969, to deal with appeals and other matters
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arising under co-operative law. It has the powers given to it by the Act and helps
ensure fair and lawful decisions in matters relating to co-operative societies.
Its main functions include examining decisions, hearing appeals and providing
appropriate legal remedies within its jurisdiction.

Appeal, Revision, Review, Co-operative Tribunal, Appellate Jurisdiction, Revisional
Jurisdiction, Corrective Jurisdiction, Interlocutory Orders, Civil-Court Powers

Discussion

5.2.1 Appeal

Under the Kerala Co-operative Societies Act, 1969, an appealis,a statutory remedy
available to a person who is dissatisfied with a decision, order, or award issued by a
competent authority under the Act. It allows the aggrieved person toseek reconsideration
before the appellate authority designated by the legislation. Since the right of appeal
is statutory in nature, it can be exercised only in situations where the Act expressly
provides for such a remedy.

For instance, if the Registraradeclines to tegister a proposed co-operative society
under Section 7 and the applicants believe, the refusal is unjustified on facts or law,
they may invoke the appeal mechanism under Section 83, provided they meet the
requirements of that proyision.

While exercising'the powers conferred by the Act, the appellate authority may uphold
the original decision, modify orvary it, or set it aside, depending on the circumstances
of the case and the extent of its statutory jurisdiction.

5.2.2 Objectives of Appeal

The appeal mechanism under the Act serves several purposes:

1. Rectification of errors: It provides an opportunity to remedy errors made by
the original authority.

2. Protection of interests: It safeguards the rights and interests of persons affected
by decisions under the Act.

3. Observance of statutory provisions: It helps ensure that authorities exercise
their powers in accordance with the law.

4. Fair administration: It contributes to fairness and proper functioning of
co-operative societies.
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5. Statutory redressal: It provides a recognised legal mechanism for challenging
decisions, orders, and awards for which an appeal is specifically provided.

5.2.3 Authorities for Appeal
Authorities for Appeal

Under the Kerala Co-operative Societies Act, 1969, a person who is aggrieved by
a decision, order or action of a competent authority may have a right to file an appeal
before the appropriate appellate authority. The purpose of an appeal is to provide an
opportunity to a person to challenge an order which they consider to be incorrect, unfair
or legally improper. The authority to which an appeal has to be filed depends mainly on
the nature of the order and the authority that passed the original order. Sections 82 and
83 of the Act contain important provisions relating to appeals. The principal appellate
authorities are the Co-operative Tribunal, the Government of Kerala, and the Registrar
of Co-operative Societies.

1. Appeal to the Co-operative Tribunal

The Co-operative Tribunal is an important appellate authority, under the Kerala
Co-operative Societies Act. It is constituted by the Government for dealing with
appeals arising from certain orders passed by thesauthorities,under the Act. The Tribunal
provides an independent forum for persons ywho are dissatisfied with specified decisions
or orders.

An appeal may generally be preferred before the/Co-operative Tribunal against
orders of the Registrar or other atithorities, where.the Act specifically provides a right
of appeal to the Tribunal. The/Tribunal examines whether the order appealed against is
legally correct and whether the authority which passed the order properly exercised its
powers. It may consider.the facts, evidence and legal provisions applicable to the case.

The Tribunal has the power to confirm, modify, or set aside the order appealed
against, subject to the provisions of the Act and Rules. Thus, it plays an important role
in protecting the rights of members, societies and other persons affected by orders under
the co-operative law. The, Tribunal also helps to ensure uniform and proper application
of the provisions of the Act.

2. Appeal to the Government of Kerala

The Government of Kerala is another appellate authority under the Kerala
Co-operative Societies Act. In matters where the Act provides an appeal to the
Government, an aggrieved person may approach the Government against the relevant
order of the competent authority.

The Government exercises appellate powers in accordance with the provisions of the
Act and Rules. While considering an appeal, it may examine the legality, correctness
and propriety of the order challenged before it. The Government may also consider the
records and circumstances of the case before deciding.
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The appellate jurisdiction of the Government is important because certain matters
under the co-operative sector involve significant administrative or policy considerations.
However, an appeal to the Government is possible only where the Act specifically
provides such a right. Therefore, a person cannot assume that every order passed by a
co-operative authority can automatically be appealed to the Government.

3. Appeal to the Registrar

The Registrar of Co-operative Societies is the principal administrative authority
under the Kerala Co-operative Societies Act. In certain matters, the Registrar himself
acts as an appellate authority against orders passed by subordinate officers or authorities
exercising delegated powers.

For example, where a subordinate officer passes an order and the Act or Rules provide
an appeal to the Registrar, the aggrieved person may file an appeal before the Registrar.
The Registrar examines the relevant records and determines whether the subordinate
authority has acted according to law and within the powers given to it.

The Registrar may, where legally permitted, confirm, modify or set aside the order
under challenge. This appellate function is important for maintaining administrative
control and ensuring that subordinate officers exercise their powers properly.

5.2.4 Revision

Revision under the Kerala Co-operative Societies Act, 1969 is a statutory supervisory
remedy through which an authorised higher authority reviews the legality, propriety or
correctness of an order, decisiondr proceeding of-aSubordinate authority. Its principal
purpose is to ensure that the authority eoneerned has exercised its powers within the
jurisdiction granted by law and in accordance with the provisions of the Act.

Revision is differént from“an_appeal. An appeal generally permits a more
comprehensive reconsideration.of a decision within the limits of appellate jurisdiction.
Revision, on the other hand, 1s'primarily concerned with supervisory examination of
legality and propriety and can be exercised only on the grounds and within the limits
prescribed by the Act.

The principal statutory provisions relating to revision are Sections 84 and 87. Section
84 deals with the revisional jurisdiction of the Co-operative Tribunal, whereas Section
87 deals with the revisional powers of the Registrar and the Government in specified
matters.

5.2.4.1 Authorities for Revision
The principal authorities empowered to exercise revisional jurisdiction are:

1. Co-operative Tribunal — Section 84
2. Registrar — Section 87

3. Government of Kerala — Section 87

@ SGOU - SLM - BCom - Co-operative Legal System m

T
SREENARAYANAGURU



The appropriate revisional authority depends on the nature of the proceeding, the
order being challenged, and the statutory provision governing the matter.

5.2.4.2 Co-operative Tribunal — Section 84

Under Section 84, the Co-operative Tribunal exercises revisional jurisdiction in
matters specifically brought within the scope of the Act. Where authorised by the
relevant statutory provision, the Tribunal may examine whether a decision or order
suffers from illegality, impropriety or material irregularity.

The Tribunal therefore performs a supervisory function rather than exercising an
unrestricted appellate power. Its examination is confined to the limits of the revisional
jurisdiction granted by the Act.

5.2.4. 3 Registrar — Section 87

Under Section 87, the Registrar of Co-operative Societies exercises revisional
powers in specified matters where an appeal to the Co-operative, Tribunal under Section
82 is not available.

In exercising this jurisdiction, the Registrar may examine the relevant records and
determine whether the challenged order or_dé€iSion requires interference under the
provisions of the Act.

5.2.4.4 Government of Kerala — Seetion 87

The Government of Kerala also exercises revisional jurisdiction under Section 87 in
matters the Act specifically assigns to4t. The Government may examine the relevant
proceedings and issue appropriate orders within its statutory authority.

5.2.5 Purposetand Importance of Revision

The revisional mechanism serves several important functions in administering
co-operative societies.

0 Correction of Jurisdictional Errors

Revision enables the competent authority to determine whether a subordinate
authority has acted within the jurisdiction legally conferred upon it. If an authority
exceeds its statutory powers, revision provides a mechanism to examine that error.

¢ Ensuring Compliance with Law

Revision helps ensure that authorities exercising powers under the Kerala
Co-operative Societies Act comply with the statutory provisions and applicable legal
principles.
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¢ Correction of Material Irregularities

Where permitted by the relevant provision, revisional jurisdiction may be exercised
to address material irregularities in the conduct of proceedings, particularly where such
irregularities affect the legality or propriety of the decision.

¢ Prevention of Miscarriage of Justice

Revision acts as a supervisory safeguard against serious legal or procedural errors
that may otherwise cause injustice to the parties.

¢ Supervision of Subordinate Authorities

Another important objective of revision is to maintain proper supervision over
authorities functioning under co-operative legislation and ensure that they exercise

their statutory powers correctly.

5.2.6 Difference between Appeal and Revision

Although both appeal and revision are statutory remedies available in appropriate
cases, they serve different purposes and have different scopes.

Table 5.2.1 Difference between Appeal and Revision

Appeal

Revision

Provides for reconsideration of specified

decisions.

Primarily ‘exercises supervisory

Jjurisdiction.

Generally permits a wider examiination

within the appellate jurisdiction.

Mainly examines legality, propriety and

jurisdiction.

Principally governed by Sections 82 and
83.

Principally governed by Sections 84
and 87.

The appellate authority is«détefmined by

the relevant appellate’provision.

The revisional authority is determined

by the applicable revisional provision.

Available only where the'Act expressly

provides an appeal.

Available only within the limits of the
revisional jurisdiction created by the
Act.

Therefore, an appeal and a revision should not be regarded as interchangeable
remedies. Revision is principally intended to supervise and correct specified legal,
jurisdictional or procedural defects within the limits established by the Act.
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5.2.7 Summary of Revisional Authorities

Table 5.2.2 Summary of Revisional Authorities

Provision Authority General Function

. ) ) Exercises revisional jurisdiction in matters
Section 84 Co-operative Tribunal .
specified under the Act

. ‘ Exercises revision in specified matters where
Section 87 Registrar ) . )
an appeal to the Tribunal is not available

. Exercises revisional jurisdiction in matters
Section 87 Government of Kerala ) )
assigned to it under the Act

The source material identifies the Co-operative Tribunal, the Registrar, and the
Government of Kerala as the principal revisional authorities under the Act.

5.2.8 Review

Review is a statutory remedy under the Kerala«Co-operative Secieties Act, 1969,
under which the Co-operative Tribunal may reconsider its own order in circumstances
specifically recognised by law. The purpose of feviéw. is to correet limited defects in an
order rather than to provide an unsuccessful party with another opportunity to argue the
entire case afresh. Section 85 of the Kerala Co-operative Societies Act, 1969 specifically
provides the power of review to the Co-operative Tribunal.

Review is therefore a limited€orrectivejurisdiction. The Tribunal does not ordinarily
reopen the entire dispute merely because a party is dissatisfied with the decision. The
person seeking review must establish that the matter falls within one of the recognised
grounds for review. Thewemedy, is intended to correct an apparent error, consider
important material that could not previously be produced despite due diligence, or deal
with another legally suffieiént eircumstance warranting reconsideration.

5.2.8.1 Authority for,Resiew

The Co-operative Tribunal is the principal authority empowered to exercise review
jurisdiction under the Kerala Co-operative Societies Act, 1969. Section 85 specifically
provides for the review of orders passed by the Tribunal. The Registrar or any party
interested in the matter may present a review application. However, the power of
review is not unlimited. The Tribunal can exercise its review jurisdiction only when
one or more of the grounds recognised under Section 85 are established. Review cannot
ordinarily be sought merely because a party is dissatisfied with the decision or wants
the Tribunal to reconsider the entire dispute on its merits. The Tribunal must also follow
the principles of natural justice and give the interested parties a reasonable opportunity
to be heard before deciding the review application.
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5.2.8.2 Grounds for Review

Areview can be entertained only on recognised legal grounds. One important ground
is the discovery of new and important matter or evidence. The newly discovered material
must be relevant and important to the matter. The applicant must also show that the
material was not within their knowledge or could not have been produced at the time
of the original proceedings despite the exercise of reasonable diligence. For example, if
an important document relating to a co-operative dispute was genuinely unavailable to
a party despite reasonable efforts and was discovered only after the Tribunal passed its
order, the discovery of that document may provide a basis for seeking review.

Another important ground is a mistake or error apparent on the face of the record.
The error must be clear, obvious and self-evident from the existing record. It should
not require detailed reasoning, extensive examination of evidence or a complete
reconsideration of the case to establish the error. The purpose of this ground is to enable
the Tribunal to correct an obvious mistake in its own order and thereby prevent an
apparent error from continuing.

A further ground is the existence of any other sufficient reason,that legally justifies
reconsideration of the Tribunal's order. This provisiofi provides limited scope for dealing
with circumstances that may not fall exactly within the first two grounds but provide
a sufficient legal basis for review. Howeven this greund deesshot give the Tribunal
unlimited appellate powers. The reason relied upon must be legally sufficient and must
justify the exercise of review jurisdiction.

5.2.8.3 Review and Appeal

Review and appeal are different degal temedies and should not be treated as
interchangeable. An appeal generally enablgs a higher or designated appellate authority
to examine the decisioft 0f anotherauthority within the scope of the appellate jurisdiction
provided by law. Depending.upon the relevant provision, an appellate authority may
reconsider questions,of fact, law or both.

A review, by contrast, invelves the same Tribunal reconsidering its own order on
limited grounds prescribed by law. The purpose of review is mainly to correct a genuine
error, consider important material that could not reasonably have been produced earlier,
or address another legally sufficient reason. Therefore, a review application should not
be treated as a second appeal. A person cannot ordinarily use review proceedings to
obtain a fresh examination of all questions of fact and law that the Tribunal already
considered.

5.2.8.4 Limitation Period

An interested party must file a review application within 90 days of the date of
communication of the Tribunal's order, subject to the applicable provisions of the Act
and Rules. The limitation period is intended to ensure that review proceedings are
initiated within the prescribed period and that decisions of the Tribunal do not remain
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open indefinitely. Therefore, a person seeking review should carefully calculate the
applicable period and submit the application within the prescribed time.

5.2.8.5 Opportunity of Hearing

A review application may affect the rights and interests of persons who were parties
to the original proceedings. Therefore, the Tribunal must follow a fair procedure
while dealing with the application. The Tribunal must give interested parties notice
and a reasonable opportunity to present their case. They may submit their objections,
explanations and relevant arguments before the Tribunal. Only after providing such
an opportunity should the Tribunal decide whether the order requires review. This
requirement helps to ensure procedural fairness and natural justice.

5.2.8.6 Persons Entitled to Seek Review

The power of review may be invoked by the Registrar or any party interested in
the matter. The right to seek review is therefore not restrictéd only to the person who
originally initiated the proceedings. A person having a legally recognised interest
in the matter may approach the Co-operative Tribunal for review, provided that the
requirements of Section 85 are satisfied. However, the applicant must establish at least
one recognised ground for review. Mere dissatisfaction With the g£esult of the original
proceeding is not sufficient.

5.2.8.7 Nature and Scope of Review

Review under the Kerala Ce=operative Societies Act, 1969 is a limited statutory
remedy. It enables the Co-opetative Trib@inal to reconsider its own order only when the
circumstances fall within the grounds recognised by Section 85. The provision does not
give the Tribunal an unsestrictedypower todehear the entire dispute. The main features
of review are that it 1s a statutory remedy, the power is vested in the Co-operative
Tribunal, and the/Registraf orhan interested party may seek review. Discovery of
new and important'evidence, an error apparent on the face of the record, or any other
sufficient reason may provide grounds for review. An interested party should ordinarily
file the application within'the prescribed period, and affected parties must be given a
reasonable opportunity of being heard.

5.2.8.8 Importance of Review in Co-operative Disputes

Review jurisdiction serves an important corrective function in administering
co-operative justice. Orders of the Tribunal may sometimes contain an obvious error or
may have been made without considering important material that could not reasonably
have been produced earlier. The review mechanism provides a limited way to correct
such situations without treating every grievance as an appeal.

At the same time, restricting review to recognised grounds helps maintain the finality
of decisions. If every disagreement with a Tribunal's order could be converted into
a review application, review proceedings would become another form of appeal and
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would lead to unnecessary delay. The limited nature of review therefore balances two
important objectives: correcting genuine errors and ensuring the finality of adjudicatory
decisions.

5.2.8.9 Procedure and Considerations in Review

A person seeking review should clearly identify the specific ground on which the
application is based. The application should explain the relevant error, newly discovered
material or other sufficient reason relied upon. Where new evidence is produced, the
applicant should explain why it could not have been produced during the original
proceedings despite reasonable diligence. Where the application is based on an error
apparent on the face of the record, the applicant should identify the obvious error from
the existing record rather than seeking a complete rehearing of the dispute.

The Co-operative Tribunal considers the review application within the limited scope
of its statutory review jurisdiction. The Tribunal examines whether the requirements
for review have been satisfied and whether the circumstancésyjustify reconsideration of
its earlier order. The Tribunal must give interested parties a reasonable opportunity to
be heard before it finally decides the application. Thus, review provides a limited but
important mechanism to correct genuine mistakes and ensure fairness while preserving
the finality of decisions under the co-operative law.

5.2.9 Distinction Between Appeal, Revision and Review

Under the Kerala Co-operative Societies Act, 19694 appeal, revision and review are
three different statutory remedi€s. Although all'thfee provide a means of challenging
or reconsidering an order, they differ indheir purpose, authority, scope and grounds of
interference.

Table 542.3 Distinction Between Appeal, Revision and Review

Basis Appeal Revision Review
) L . Review is a
An appeal isd@ Revision is a supervisory ,
. remedy by which
statutory remedy remedy through which .
) i L the same authority
. by which a higher the competent revisional . )

Meaning . . . . reconsiders its

authority examines authority examines the

. ) ) own order on
the decision of a lower legality, propriety or o )
limited recognised

authority. regularity of an order.
grounds.
o . o Corrective
Nature Appellate jurisdiction ~ Supervisory jurisdiction | | |
jurisdiction
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The authority vested

The authority ) . .
. . with revisional power The Co-operative
. specifically designated . .
Authority . under the Act, depending Tribunal under
by the Act for hearing }
. upon the nature of the Section 85.
the particular appeal.
order.
To correct an
] To ensure that the
To examine the . . apparent error,
subordinate authority .
. correctness of the consider new and
Object o o has acted legally and ] )
decision within the T important material,
properly and within its
scope of the appeal. T or address another
jurisdiction. )
sufficient reason.
Generally wider Generally concerned
) ] ) ) Narrow and
than review and with legality, proptiety, o
. o limited to
may involve jurisdiction and
Scope ) ) ] the grounds
reconsideration of the  regularity €ather .
o o - recognised for
decision within the than functioning,as a .
T review.
appellate jurisdiction.  complete appeal.
New and
Grounds relating to important matter
Grounds permittéd legality; propriety, or evidence, error
Grounds under the relgvant Jutisdiction or regularity, apparent on the
appellate provision. as/applicable under the  face of the record,
Statutory provision. or any other
sufficient reason.
The appellate A Cannot ordinarily
. Re-examination is
Re- authority may o be used for a fresh
L . . generally limited by L
examination reconsider the merits o examination of the
. . the scope of revisional ] ]
of merits within its statutory e e entire merits of the
o jurisdiction.
jurisdiction. case.
Normally the same
authority that
) . ) . passed the order;
Who A higher or designated A designated revisional

exercises it?

appellate authority.

authority.

under Section 85,
the Co-operative
Tribunal reviews

1ts own order.
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. . . Supervises or examines
Relationship Examines an . . .
. . an order of a subordinate Reconsiders its
with original order passed by a

] ] authority within own order.
order subordinate authority. o
revisional powers.
Whether o It is not ordinarily o
It is itself an appellate . Review is not a
a second equivalent to a second
remedy. second appeal.
appeal appeal.
i Correction of
) Correction of o
Correction of an o limited errors or
) o jurisdictional, legal or ] )
incorrect decision . . consideration of
Purpose procedural irregularities |
through appellate ) circumstances
o and ensuring proper .
examination. . . warranting
exercise of authority. . .
reconsideration.
1. Appeal

An appeal is a statutory remedy through which a person,challenges an order before the
appellate authority designated by law. The appellate,authotity examines the impugned
decision within the limits of the appellatefjurisdictiony, Depending upon the relevant
statutory provision, the appellate authority may reconsider the merits of the decision.

Thus, the principal feature of an appeal 1§ that the matter moves from the original or
subordinate authority to an appellate authority:

2. Revision

Revision is primaridy a’supervisory jurisdiction. It enables the competent revisional
authority to examin€ whether the subordinate authority has acted within its jurisdiction
and in accordance(with law. It may concern the legality, propriety, or regularity of the
order, depending on the particular statutory provision.

Revision is thereforefdifferent from an appeal because the revisional authority
does not ordinarily exercise the same broad jurisdiction as an appellate authority. Its
jurisdiction is confined by the statutory provision conferring the power of revision.

3. Review

Review is a limited corrective remedy. Under Section 85 of the Kerala Co-operative
Societies Act, 1969, the Co-operative Tribunal may review its own order. Review may
be sought on recognised grounds such as:

¢ discovery of new and important matter or evidence;
¢ mistake or error apparent on the face of the record; or

¢ any other sufficient reason.
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The review jurisdiction is therefore narrower than appellate jurisdiction and cannot
ordinarily be used to obtain a fresh hearing on the merits.

5.2.10 Co-operative Tribunal: Constitution and Powers

The Co-operative Tribunal is an important statutory authority constituted under
the Kerala Co-operative Societies Act, 1969, to deal with appeals and other matters
arising under co-operative law. The Tribunal provides a specialised forum for resolving
legal and administrative issues relating to co-operative societies. Its establishment is
intended to provide an effective and relatively specialised mechanism for challenging
orders passed by competent authorities under the Act. The Tribunal plays an important
role in ensuring that the Registrar and other authorities exercise their powers subject to
appropriate appellate and judicial scrutiny.

Constitution of the Co-operative Tribunal

The Government of Kerala constitutes the Co-operativefIribunal under the Kerala
Co-operative Societies Act, 1969. The Tribunal is intended to provide an independent
authority to consider appeals against specified orders passed under the Act. The
Tribunal is different from the ordinary administrative machinery of the Department of
Co-operation because it exercises statutory adjudicatory functions in matters specifically
assigned to it by the Act.

The Tribunal consists of a person appointed by the Government who possesses the
qualifications prescribed under the Act. The\Government has the authority to make the
necessary appointment and to detefiminie the condition$ relating to the functioning of the
Tribunal in accordance with the statutory‘provisions. The Act and Rules prescribe the
qualifications and other conditions reldting to the office of the Tribunal. This statutory
framework is intended to ensure that the person exercising the functions of the Tribunal
has the necessary legal and judieial,competence to decide disputes and appeals.

The Tribunal functionsf@s a specialised forum for matters concerning co-operative
societies. Since co-operative sogieties deal with membership, elections, management,
loans, financial transactions,@dministration and other activities, disputes may arise
between societies, members, employees and authorities. The Tribunal provides a
legal forum where matters within its jurisdiction can be examined under the Kerala
Co-operative Societies Act and the Rules made under it.

Jurisdiction of the Co-operative Tribunal

The jurisdiction of the Co-operative Tribunal is determined by the Kerala Co-operative
Societies Act and the Rules. It does not have unlimited jurisdiction over every dispute
concerning a co-operative society. It can deal only with those matters for which the
Act specifically confers jurisdiction upon it. One of its principal functions is to hear
and decide appeals against specified orders passed by the Registrar or other competent
authorities.

When an order is passed by an authority under the Act and the law provides a right
of appeal to the Tribunal, a person aggrieved by that order may approach the Tribunal
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in accordance with the prescribed procedure. The Tribunal examines the legality and
correctness of the order within the limits of its appellate jurisdiction. This provides
an important safeguard against incorrect or improper decisions made by subordinate
authorities.

Appellate Powers

The most important function of the Co-operative Tribunal is its appellate jurisdiction.
An appeal enables an aggrieved person to challenge an order passed by an authority
below the Tribunal. On receiving an appeal, the Tribunal may examine the relevant
records, grounds of appeal, evidence and arguments of the parties. It considers whether
the order under challenge was passed according to law and whether the authority acted
within the powers granted to it.

Depending upon the nature of the matter and the powers provided by the Act, the
Tribunal may confirm, modify or set aside the order appealed against. It may also pass
appropriate directions within the limits of its statutory jurisdiction. The appellate power
of the Tribunal helps to correct errors and ensures that personsaffected by orders under
the co-operative law have an effective remedy.

Power to Review its Own Orders

The Co-operative Tribunal also has a review jurisdictiongunider Section 85 of the
Kerala Co-operative Societies Act, 19694 Review is different from an appeal. In an
appeal, a higher authority examines the order of another authority, whereas in a review,
the Tribunal considers whether its own earlier order requires reconsideration on legally
recognised grounds.

A review application may/be madefby the Registrar or any party interested in the
matter, subject to the requirements of the Aet. Review may be considered where there
is a discovery of new and important matter or evidence which could not reasonably
have been produced earlier, where there is an error apparent on the face of the record,
or where there is any,othér sufficient reason recognised by law. The review jurisdiction
is limited and cannot ordinarily be used as a substitute for an appeal or to obtain a
complete rehearing of the,case.

Power to Follow Fair Procedure

The Tribunal is required to follow the principles of natural justice and fair procedure
while deciding matters before it. Persons whose rights or interests may be affected by a
decision should ordinarily be given a reasonable opportunity to present their case. This
includes the opportunity to submit relevant documents, arguments and objections.

The requirement of a fair hearing is important because Tribunal decisions may have
significant consequences for members, societies, office-bearers, and other persons.
The Tribunal must consider the submissions of the parties before reaching its decision.
Observance of natural justice helps to ensure that the proceedings are fair, transparent
and impartial.
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Power to Examine Records and Evidence

In exercising its jurisdiction, the Tribunal may examine the records and materials
relevant to the matter before it. In an appeal, the Tribunal may consider the order
challenged, the proceedings leading to that order and the grounds raised by the
appellant. Where necessary and legally permissible, it may consider relevant evidence
and submissions of the parties.

Examining the records enables the Tribunal to determine whether the authority
correctly applied the provisions of the Kerala Co-operative Societies Act, the Rules,
and other applicable legal requirements. It also helps the Tribunal identify errors of fact,
errors of law or procedural irregularities within the scope of its jurisdiction.

Power to Pass Appropriate Orders

The Tribunal has the power to pass appropriate orders in matters that fall within its
jurisdiction. Its decision may result in the confirmation, modification or cancellation
of the order under challenge, depending upon the circumStances of the case and the
powers available under the relevant statutory provision. The Tribunal may also issue
directions necessary for giving effect to its decision,

The power to grant appropriate relief makes the Tribunalan effective appellate forum.
Without these powers, the Tribunal could notprovide meaningful relief to a person who
has suffered because of an incorrect or unlawful order, At the same time, the Tribunal
must exercise its powers strictly within the limits imposed by the Act and Rules.

Importance of the Co-operative/Tribunal

The Co-operative Tribunal plays aignificant role in administering co-operative
societies in Kerala. Co-operative societies are managed under a specialised legal
framework, and disputesirelating,to theiradministration and functioning may involve
technical questionsfof co-operative law. A specialised Tribunal provides a suitable
forum for these matters.

The Tribunal also promotes accountability of co-operative authorities. The
Registrar and other officefsi€xercise several statutory powers in relation to registration,
administration, elections, management, inspection and other matters. The availability of
an appellate remedy ensures that a higher statutory authority can examine the exercise
of such powers where the law provides for an appeal.

The Tribunal also helps protect the rights of members and societies. A person who
is adversely affected by an order should have access to an appropriate legal remedy.
By providing a specialised appellate forum, the Tribunal helps to reduce the possibility
of arbitrary or erroneous decisions and promotes confidence in the co-operative
administrative system.

Difference Between Tribunal and Registrar

The Co-operative Tribunal and the Registrar perform different functions. The
Registrar is primarily an administrative and regulatory authority responsible for
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implementing and enforcing various provisions of the Kerala Co-operative Societies
Act. The Registrar exercises several powers relating to the registration, supervision and
administration of co-operative societies.

The Co-operative Tribunal, on the other hand, primarily performs adjudicatory
and appellate functions in matters specifically assigned to it by law. When an appeal
lies before the Tribunal, it examines the order of the competent authority and decides
the matter within its statutory jurisdiction. Thus, the Tribunal provides independent
statutory scrutiny of specified decisions of co-operative authorities.

Recap

¢ An appeal is a statutory legal remedy through which an aggrieved person
can contest specified decisions, orders or awards before the authority
empowered under the Kerala Co-operative Societies Act, 1969.

¢ Section 82 provides appeals before the Co-operative Tribunal, whereas
Section 83 provides appeals to the Government or Registrar in matters
specified by the Act.

¢ Within the limits of its jurisdiction, the appellate auathority may uphold,
alter, modify or annul the decision being challenged.

¢ Revision is a supervisory remedy used mainly to examine the legality,
propriety, jurisdictiond@nd regularityyof proceedings under the Act.

¢ Sections 84 and 87 conferfrevisional authority on the Co-operative
Tribunal, Registrar, and Goverament in matters falling within their
respective jusisdictions.

¢ Reviewginder Section 854sa restricted corrective remedy through which
the Cotoperative Tribunal may reconsider its own order on recognised
grounds, mcluding new evidence, an apparent error or another sufficient
reason.

O Appeal, revision and review are distinct remedies: appeal involves
appellate examination, revision involves supervision, and review
involves limited correction.

¢ The Co-operative Tribunal, established under Section 81, is a specialised
statutory forum headed by a person who is or has been a District Judge,
with appellate, revisional and review powers under Sections 82, 84 and
85.

¢ Section 86 empowers the Tribunal to make interlocutory orders, while
Section 98 grants it specified civil-court powers, strengthening its role in
the adjudication of co-operative disputes.
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Objective Questions

Under which section is an appeal provided to the Co-operative Tribunal?

Under Section 83, an appeal against a specified order passed by the
Registrar lies before:

Which section deals with the revisional jurisdiction of the Co-operative
Tribunal?

The power of review of the Co-operative Tribunal is provided under: a)
Section 81 b) Section 82 c) Section 84 d) Section 85

Which of the following is a recognised ground for review?
a. Mere dissatisfaction with the order
b. Discovery of new and important evideneg
c. Filing a second appeal
d. Change of counsel
The Co-operative Tribunal is constituted under:

Which section empowers the Cofoperative Tribunal'to pass interlocutory
orders?

Which section confers certain powers of a civil court on the Co-operative
Tribunal?

go =oEy Eooom i e e

Section 82

Government of Keérala

Section 84

Section 85

Discovery of new and important evidence
Section 81

Section 86

Section 98
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Self-Assessment Questions

1. What is meant by an appeal under the Kerala Co-operative Societies Act,
1969?

2. Distinguish between appeal and revision with reference to their nature,
purpose and scope.

3.  What are the principal grounds on which a review may be sought under
Section 85?

4. Explain the constitution and qualifications of the Co-operative Tribunal
under Section 81.

5.  What are the appellate, revisional and review powers of the Co-operative
Tribunal under Sections 82, 84 and 85?

6. Explain the significance of Sections 86 and 98 in relation to the powers of
the Co-operative Tribunal.

1. Explain the concept of appeal under the Kerala Co-operative Societies Act,
1969, and discuss the appellateduthorities and their powers under Sections
82 and 83.

2. Examine the nature and scope of revision under Sections 84 and 87, with
particulargeference to théspewers of the Co-operative Tribunal, Registrar
and Government:

3. Discuss the'review jurisdiction of the Co-operative Tribunal under Section
85, including the grounds for review, persons entitled to seek review and
the limitation period.

4. Prepare a comparative study of appeal, revision and review, highlighting
their meaning, purpose, authority, scope and grounds of interference.

5. Explain the constitution and powers of the Co-operative Tribunal under
Sections 81, 82, 84, 85, 86 and 98 of the Kerala Co-operative Societies
Act, 1969.
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Unit @

Offences and Penalties

Learning Outcomes

After completing this unit, the learner will be able to:

¢ describe the meaning, objectives, and significance
of the Co-operative Ombudsman in the co-operative
sector

¢ 1identify the legal foundation for the establishment and
functioning of the Ombudsmaniunder Section 69A of
the Kerala Co-operative Societies Act, 1969

0 explain the principal“pewers and ‘functions of the
Ombudsman, including reeeiving complaints, obtaining
documents, eonducting inquiri€s, and providing
appropriate remedies

¢ discuss the \Ombudsman's authority to facilitate
settlement of grievancesgissue directions or orders, and
suggest remedial'measures

- .
The Co-operative Ombudsman is a statutory mechanism
established under the Kerala Co-operative Societies Act, 1969
to provide an effective system for addressing grievances and
complaints relating to co-operative societies. It forms part of
the legal framework for ensuring accountability, transparency,
fairness and proper administration in the co-operative sector.
The Ombudsman provides a specialised forum through which
persons affected by the actions, decisions or omissions of a
co-operative society or its officials can seek appropriate
redressal.

The concept is closely connected to the proper functioning
of co-operative societies, including their management,
membership,administration,andfinancial activities. Complaints
may arise from issues such as improper administrative practices,
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delays, deficiencies in service, unfair treatment, financial irregularities, or failure
to follow applicable rules and procedures. The Ombudsman mechanism provides
a structured way of examining such grievances and seeking suitable remedies.

The statutory foundation for the Co-operative Ombudsman is Section 69A
of the Kerala Co-operative Societies Act, 1969, together with the applicable
Ombudsman Scheme. The provisions relating to the Ombudsman cover matters
such as appointment, powers, functions, jurisdiction, and procedures for handling
complaints. The mechanism is intended to promote responsible conduct by
co-operative societies and to provide an accessible means of grievance redressal.

The functioning of the Ombudsman is also associated with the principles of
natural justice, particularly the requirement of giving concerned parties a fair
opportunity to present their views. Thus, the Co-operative Ombudsman serves as
an important institutional mechanism for promoting fairness, accountability and
effective grievance redressal within the co-operative sector.

Co-operative Ombudsman , Grievance Rédressal , Mediation, Accountability , Good
Governance

Discussion

5.3.1 Offences, Penalties - Provisions and Procedure

Chapter XV of the Kerala Co-operative Societies Act, 1969 mainly contains the
provisions relating to offences,penalties, and prosecution. The principal provisions
are Sections 94, 95 and 95A. Section 94 identifies various offences and prescribes
punishments, Section 95 dealsa#vith cognizance and prosecution, and Section 95A deals
with offences committed‘dby companies.

5.3.2 Offences and Penalties — Section 94

Section 94 specifies several acts and omissions that constitute offences under the Act
and prescribes corresponding penalties.

¢ Unauthorised use of the word “Co-operative”

A person other than a registered co-operative society cannot conduct business using
the word “co-operative”, or its equivalent in an Indian language, without Government
sanction. Contravention of this requirement is punishable with a fine up to 35,000.
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¢ Acts prejudicial to the society's first charge

Where a society has a first charge under Section 35 over property, a member, past
member, nominee, heir or legal representative must not dispose of that property or
otherwise act in a manner prejudicial to the society's charge. Violations are punishable
with a fine of up to ¥5,000.

¢ False information and failure to comply

The following acts may constitute offences:

¢ Making a false return;

Furnishing false information;

Failing to produce cash when lawfully demanded;

Failing to produce records for audit, inquiry or inspection;

Disobeying a lawful summons or order; and

S OO

Wilfully failing to provide information required under the Act.
Such conduct is punishable with a fine up to ¥10,000.
¢ Failure to hand over society property — Section 94(4A)

An officer or custodian who wilfully fail§ to hand over the society's books, accounts,
documents, records, cash, securities or other property to an authorised person may be
punished with:

¢ imprisonment up to on€year; or fincupt6X10,000; or both.

O Election-related corrupt practices — Section 94(4B)

Certain corrupt practieesrelating to elections to committees, office-bearers or delegates
constitute offences.These include fraudulent interference with election documents or
ballot papers, supplying forged election materials, interfering with election personnel,
offering gifts or promises to influence voters, and compelling a candidate to withdraw.

The punishment may egxtefid to six months' imprisonment, or a fine up to X5,000, or
both.
¢ Failure to deduct or remit amounts — Section 94(5)

An employer or officer who, without sufficient cause, fails to make deductions
required under Section 37(2) or fails to remit the deducted amount to the society within
the prescribed period is liable to a fine up to X10,000.

0 Misuse of share money — Sections 94(6) and 94(7)

Share money collected for a society in formation must be deposited in an authorised
bank within the prescribed period. Failure to deposit the money, or using it to conduct
business in the name of the proposed society, is punishable with a fine up to 310,000.

1.7A Contravention of Section 59(3) — Section 94(7A): A Chief Executive and the
committee of a co-operative society contravening Section 59(3) are punishable with a
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fine that may extend to X10,000. Section 95(4), as amended, includes Section 94(7A)
in the provisions requiring the prescribed prosecution sanction. Source: Act 9 of 2024,
sections 54(ix) and 55.

¢ Misappropriation of society funds — Section 94(8)

An officer, employee, agent, servant or other person dealing with a society who
misappropriates or unauthorisedly or illegally retains society money may be punished
with:

¢ imprisonment up to three years; and
¢ fine up to twice the amount involved.

¢ Fraudulent documents for obtaining loans — Section 94(8A)

Dishonestly or fraudulently preparing false documents, valuation certificates, project
reports or registers, or creating fictitious entities for obtaining a loan and causing loss
to the society, constitutes an offence.

The punishment is imprisonment up to three years and a fine'up to twice the amount
involved.

¢ Abetment, connivance or conspiracy — Section 94(8B)

A person who abets, connives or conspires in the ¢ommission of an offence under
Section 94(8A) is liable to the same punishment prescribed for that offence.

5.3.2.1 Other Consequences'under Section94

Proceedings under Section 94 are withoutprejudice to action under any other law.
Further, fines prescribed under sub-sections (4) to (8B) cannot be paid from the funds
of the society.

The Vigilance Officerappointed under Section 68A may also make complaints
before a court concerfiing specified offences under Section 94, subject to Section 95.

5.3.2.2 Procedure for*Prosecution — Section 95

Section 95 establishes the procedural framework for taking cognizance of offences
and initiating prosecution.

¢ Cognizable offences

The offences under Sections 94(4A), 94(4B), 94(8), 94(8 A) and 94(8B) are cognizable
under Section 95.

O Previous sanction of the Registrar

Prosecution for offences under Sections 94(2), 94(3), 94(4), 94(5), 94(6) and 94(7)
requires the previous sanction of the Registrar.
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0  Determination of fine

Where a fine is imposed for an offence under Sections 94(8), 94(8A) or 94(8B), the
court considers:

¢ The amount involved in the offence;
¢ The value of property obtained by the accused; and

¢ The loss caused to the society.
¢ Compensation to the society

The court may direct that the whole or part of the fine recovered be paid to the
concerned co-operative society as compensation for the loss caused by the offence.

¢ Offences by Companies — Section 95A

Section 95A deals with offences committed by companies. Where an offence is
committed by a company, the company and persons responsible for conducting its
business at the time of the offence may be proceeded against.

A person responsible for the company's affairs may avoid liability by establishing
that:

¢ the offence was committed without their knowledge; or

¢ they exercised due diligence to prevent the commission of the offence.

Where the offence was committed with the consént, connivance or neglect of a
director, manager, secretary or other officen, that person may also be treated as guilty. The
term “company” includes a body corpofate, firm, association, society and co-operative
society.

5.3.2 Co-operative Ombudsman

The Co-operative"Ombudsman is an independent institution created to offer a
convenient and effective system for dealing with complaints and grievances concerning
the functioning of co-operative societies. It seeks to safeguard the interests of members,
depositors, and other stakeholders by providing a specialized mechanism to address
issues arising from the administration and management of co-operative societies.

The Ombudsman contributes to transparency, accountability, fairness, and sound
governance within the co-operative sector. It provides an alternative avenue for
resolving grievances, reducing the necessity for members to approach courts or other
authorities in every matter. Within its prescribed jurisdiction, the Ombudsman can
consider complaints concerning service deficiencies, unfair practices, undue delays,
inappropriate decisions, and other related grievances.

The creation of the Co-operative Ombudsman strengthens accountability and
responsible administration in co-operative societies. It promotes compliance with
co-operative principles, relevant laws, rules, bye-laws, and the principles of natural
justice. Therefore, the Ombudsman functions as an important mechanism for
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safeguarding members' interests and enhancing the efficiency, integrity, and credibility
of co-operative societies.

5.3.3 Powers of Co-operative Ombudsman

Under Section 69A, the Government may frame the Kerala Co-operative Ombudsman
Scheme for redressal of complaints relating to deficiency in services rendered by
co-operative societies. Act 9 of 2024 removed the former words limiting Section 69A(1)
to societies 'dealing with banking business'; the statutory scope is therefore no longer
confined on that basis. The functions, powers and duties remain those specified by the
Scheme.

1. Power to Receive and Examine Complaints : Section 69A(1)

The Ombudsman may deal with complaints about deficiencies in services provided
by co-operative societies within the scope of the Ombudsman Scheme. The provision
establishes the Ombudsman mechanism primarily to redress such grievances effectively.

2. Power to Exercise Functions Assigned under the Scheme, : Section 69A(5)

The specific functions, powers and duties of the @mbudsman ate\determined by the
Kerala Co-operative Ombudsman Scheme. Thus, the Ombudsman exercises the powers
conferred by the Act and specified in the Scheme.

3. Power to Call for Information and Documents : Section 69A(5) read with the
Ombudsman Scheme

For examining a complaint, theOmbudsman.may réquire the concerned co-operative
society to furnish relevant records, decuments, statements and other necessary
information. This enables the Ombudsinan to assess the grievance properly and reach
an appropriate conclusion.

4. Power to Conduct Inquiry “: " Section 69A(5) read with the Ombudsman
Scheme

The Ombudsman may inquire into matters within its jurisdiction and examine
whether the co-operative,sogiety has acted in accordance with applicable law, rules,
bye-laws, and principles of fairness.

5. Power to Call for Explanations : Section 69A(5) read with the Ombudsman
Scheme

The Ombudsman may seek an explanation from the concerned co-operative society,
its officers or other persons connected with the complaint. This enables the parties
concerned to clarify the circumstances and allegations raised against them.

6. Power to Facilitate Settlement : Section 69A(5) read with the Ombudsman
Scheme

Where appropriate, the Ombudsman may assist the parties in resolving the grievance
through mediation, conciliation or another suitable method. This promotes an amicable
and speedy settlement of complaints.
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7. Power to Issue Directions or Orders : Section 69A(5) read with the
Ombudsman Scheme

Within the authority granted under the Act and the Scheme, the Ombudsman may
issue appropriate directions or orders to provide relief and resolve the grievance. The
Kerala Co-operative Societies Act also expressly refers to an order of the Ombudsman
under Section 69A in its execution provisions.

8. Power to Recommend Corrective Measures : Section 69A(5) read with the
Ombudsman Scheme

The Ombudsman may recommend suitable corrective measures to remedy
deficiencies, prevent the recurrence of improper practices and improve the administration
and service delivery of the co-operative society.

9. Power to Decide Complaints : Section 69A(5) read with the Ombudsman
Scheme

After considering the complaint, relevant documentsf, explanations, and other
materials, the Ombudsman may reach an appropriate decisioniin accordance with the
governing law and the provisions of the Scheme.

10. Power to Protect the Interests of Stakeholders: Section 69A(1) and 69A(5)

The Ombudsman mechanism is intended'to provide effective grievance redressal
and protect the legitimate interests of persons who receive services from co-operative
societies. Its functions therefore help protect members, depositors, and other eligible
stakeholders.

11. Power to Promote Accountability and Good Governance : Section 69A(5)

By examining complaints and ersuring appropriate redressal, the Ombudsman
contributes to transparency, ‘accountability, fairness and proper administration in
co-operative societies.

5.3.4 Appointment of Co-operative Ombudsman

1. Statutory Provision=Section 69A

The appointment of the Co-operative Ombudsman is governed by Section 69A.
The Government may appoint one or more Ombudsmen under the notified Scheme.
Section 69A provides a three-year term or service until age 65, whichever is earlier, and
requires at least ten years' Bar practice with experience and expertise in banking or the
co-operative field.

2. Appointing Authority

The Government of Kerala may appoint the Co-operative Ombudsman. The
Government may establish the Kerala Co-operative Ombudsman Scheme by notification
in the Official Gazette.
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3.  Number of Ombudsmen

The Government may appoint one or more persons as Ombudsman/Ombudsmen to
discharge the functions assigned under the Kerala Co-operative Ombudsman Scheme.
4. Qualification

A person appointed as Co-operative Ombudsman should possess:

¢ Atleast 10 years' practice at the Bar; and
¢ Experience and expertise in banking or the co-operative field.

These qualifications ensure that the Ombudsman has both adequate legal experience
and specialised knowledge of banking or co-operative matters.

5. Term of Office

The Ombudsman holds office for three years from the date of entering office or until
attaining the age of 65 years, whichever is earlier.
6. Governmental Control

The Co-operative Ombudsman functions under government control. Accordingly, the
Government exercises administrative control over the functioning of the Ombudsman.
7. Functions after Appointment

After appointment, the Ombudsman petforms the powers and duties specified under
the Kerala Co-operative Ombudsman Scheme. Section 69A(5) provides that the Scheme
determines the detailed functions, pewers, and duties,

5.3.4.1 Powers and Fun¢tions —Seection 69A(5)

Under Section 69A(5), the'Kerala Co-gperative Ombudsman Scheme governs the
specific powers, funétions, and dutiesyof the Co-operative Ombudsman. Thus, the Act
establishes the basic statutofysframework, while the Scheme provides the detailed
operational powers ofithe Ombudsman.

¢ Receiving Complaints

Within the scope of the Scheme, the Ombudsman may receive eligible complaints
from persons with grievances against co-operative societies. This provides members
and other eligible persons with a specialised avenue for seeking redressal.

¢  Examination of Grievances

The Ombudsman may examine complaints concerning deficiencies in services
provided by co-operative societies. The examination is limited to matters within the
Ombudsman's statutory and scheme-based jurisdiction.

¢  Consideration of Facts and Documents

While considering a complaint, the Ombudsman may consider relevant facts and
supporting documents submitted with the grievance. This helps assess the complaint
and determine the appropriate course of action.
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¢  Examination within Jurisdiction

The Ombudsman is required to examine complaints within the jurisdiction prescribed
by the Act, Rules and Ombudsman Scheme. The authority is therefore statutory and
cannot act beyond the limits established by law.

¢ Providing Redressal

The Ombudsman may provide appropriate redressal under the Ombudsman Scheme.
The nature and extent of such redressal are determined by the powers conferred under
the Scheme.

¢ Complaints before the Ombudsman

A person having a grievance against a co-operative society may approach the
Ombudsman according to the prescribed procedure. The complaint should ordinarily
contain:

¢ Name of the society or authority concerned;
¢ Facts giving rise to the grievance;
¢ Relief or redressal sought; and

¢ Relevant supporting documents.

¢ Jurisdiction of the Ombudsman

The Ombudsman may deal with complaints concerning matters within the jurisdiction
prescribed under the Kerala Co-operative Sogieties Act, 41969 and the Rules. The material
primarily identifies complaints about deficienei€siifi services rendered by co-operative
societies within the scope of the Ombudéman Scheme.

5.3.4.2 Objectives ofsthe Powers and Functions

The powers and functionsiofithe Ombudsman are intended to achieve the following
objectives:
¢ Provide a simple and accessible grievance-redressal mechanism.
Protect the legitimate interests of members and eligible persons.
Promote accountability and transparency in co-operative administration.
Address deficiencies and irregularities in the functioning of societies.

Facilitate speedy and effective resolution of complaints.

S OO O

Improve the quality of administration and services provided to members.
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Recap

¢  The Kerala Co-operative Societies Act, 1969 establishes the legal
framework for dealing with offences, penalties, prosecution, and
grievance redressal in co-operative societies.

¢ The Co-operative Ombudsman functions as a specialised authority for
considering complaints and grievances relating to co-operative societies
and safeguarding the interests of eligible persons.

¢ Section 69A forms the statutory basis for establishing and functioning of
the Co-operative Ombudsman and the Kerala Co-operative Ombudsman
Scheme.

¢ The Ombudsman has the authority to receive complaints, obtain necessary
records and information, conduct inquiries, and seek explanations from
the persons concerned.

¢ The Ombudsman may assist in settling grievances,, issue suitable
directions or orders, and suggest corrective, measures, subject to the
powers conferred by the Act and thé'Scheme.

¢ Complaints are considered basgd on relevant facts and supporting records,
while the Ombudsman must operate within the jurisdiction prescribed by
the Act, Rules, and Ombudsman Scheme.

¢ Matters concerninghe appointment, number, qualifications, tenure, and
governmental control of thefOmbudsman are governed by Section 69A
and the applicable Ombudsman Scheme.

¢ In essence, the Ombudsman( seeks to provide a simple, accessible,
prompt{ and _effective grievance-redressal mechanism, while
strengthening® transparency, accountability, good governance, and
efficient administration in co-operative societies.

Objective Questions

1. Which section of the Kerala Co-operative Societies Act, 1969 deals with
the Co-operative Ombudsman?

2. Under which section can the Ombudsman receive and examine complaints
regarding deficiencies in services?

3. Which provision specifies that the detailed powers, functions and duties
of the Ombudsman are governed by the Ombudsman Scheme?

4.  Who is empowered to appoint the Co-operative Ombudsman?
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5. What is the minimum legal practice required for appointment as
Co-operative Ombudsman?

What is the term of office of the Co-operative Ombudsman?

Which authority may call for relevant records, documents and information
while examining a complaint?

8. What methods may the Ombudsman use to facilitate settlement of
grievances?

9. What are the basic particulars ordinarily required in a complaint before
the Ombudsman?

10. State one major objective of the powers and functions of the Co-operative
Ombudsman.

1. Section 69A.

2. Section 69A(1).

3. Section 69A(5).

4. The Government of Kerala.

5. Atleast 10 years' practice at the,Bar.

6. Three years or until attaining the age of 65 years, whichever is earlier.

7. The Co-operative Ombudsman.

8. Mediation, conciliation, oer another suitable method.

9. The name, of the society or authority concerned, facts of the grievance,
relief sought, and relevant supporting documents.

10. To provide afsimple, accessible, speedy, and effective grievance-

redressal mechanism while promoting accountability and transparency in
co-operative administration.
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Self-Assessment Questions

1.  What is the role and significance of the Co-operative Ombudsman in the
co-operative sector?

2. Explain the statutory basis for the establishment and functioning of the
Co-operative Ombudsman under Section 69A of the Kerala Co-operative
Societies Act, 1969.

3.  What are the major powers and functions of the Co-operative Ombudsman
in dealing with complaints?

4. Explain the procedure for presenting a complaint before the Co-operative
Ombudsman and mention the essential particulars that a complaint should
contain.

5. Discuss the jurisdiction of the Co-operative Ombudsman and the limitations
on its authority.

6. Explain how the Co-operative Ombudsman promotes transparency,
accountability, good governance, and effective grievance redressal in
co-operative societies.

1. Explain the meaning,and importance of the Co-operative Ombudsman
under the Kerala Co-operativé Societies Act, 1969. Examine how the
Ombudsman safeguards the rights and interests of members and other
stakeholders.

2. Examine the powers and functions of the Co-operative Ombudsman
under Section469A and the Kerala Co-operative Ombudsman Scheme,
particularly in relation to receiving complaints, conducting inquiries,
obtaining documents, and providing suitable remedies.

3. Discuss the legal provisions concerning the appointment of the Co-operative
Ombudsman, including the appointing authority, required qualifications,
number of Ombudsmen, period of tenure, and government supervision.

4. Explain the process for submitting a complaint before the Co-operative
Ombudsman and examine the scope of its jurisdiction in dealing with such
complaints.

5. Assess the contribution of the Co-operative Ombudsman to effective
administration by promoting transparency, accountability, good governance,
and prompt resolution of grievances in co-operative societies.
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Unit ﬁ
Winding Up of
Co-operative Societies

Learning Outcomes

After completing this unit, the learner will be able to:

0 explain the concept and purpose of winding up and
dissolution of co-operative societies under the Kerala
Co-operative Societies Act, 1969

¢ describe the scope and objectives of winding up,
particularly the protection of sQeiety's assets, recovery
of outstanding dues, settlement yof liabilities, and
protection of the interésts of membersiand creditors

¢ identify and explain the legal grounds for winding up a
co-operative society under Sectien 71, including non-
commencement of business, cessation of activities,
and failure to comply| with prescribed statutory
requirements

¢ outline the, procedure involved in winding up,
beginning’ with examination of the society and
providing an gpportunity for representation, followed
by the windifig-up order and completion of liquidation

~ —_—

Prerequisites

Winding Up and Dissolution of a Co-operative Society refers
to the legal process of bringing the affairs of a co-operative
society to an orderly and lawful conclusion. It involves dealing
with the society’s assets, liabilities, debts, claims and financial
obligations, settling outstanding matters, and distributing the
remaining assets according to law. Winding up refers to closing
the society’s affairs through liquidation, while dissolution
marks the final termination of its legal existence. The Registrar
exercises statutory supervision, and the liquidator manages
the winding-up process, including collecting assets, settling
liabilities, and completing the society’s affairs.
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Discussion

6.1.1 Winding Up and Dissolution of Co-operative Society

A co-operative society is established to promote the common economic and social
interests of its members through collective effort. However, when a society can no
longer function effectively, ceases its activities, or circumstances arise that make its
continuation undesirable, the law provides a systematic mechanism to bring its affairs
to an end. This process is known as winding up.

Winding up involves the orderly settlement of the society's affairs, including taking
control of its assets, recovering amounts due, realising its properties, settling the
claims and liabilities of creditors and members, and completing its financial and legal
obligations. Dissolution is the final stage of thisiprecess; under which the registration
of the society is cancelled, and the society/ceases to exist asa corporate body. Under
the Kerala Co-operative Societies Act, 1969, Sections 71 to 74 contain the principal
provisions relating to winding up and disselution.

Thus, winding up and dissolution provide alegally regulated and supervised method
for terminating a co-operative society, avhile ensuring that its assets are protected, its
debts and claims are properly settled. The law addresses the interests of members and
creditors.

Under the Kerala Co-operative Societies Act, 1969, Chapter X (Sections 71 to 74)
principally governs thesWwinding up and dissolution of co-operative societies. Winding
up refers to the statutory process of settling a society's affairs by recovering dues,
realising assets, dischargingdiabilities, and completing financial and legal obligations.
Dissolution is the final stage, after which the society ceases to exist as a corporate body.

6.1.2 Scope and Objectives of Winding Up

The winding-up provisions establish a legally regulated mechanism for bringing the
affairs of a society to an orderly conclusion. The principal objectives are to:
¢ settle the lawful debts and liabilities of the society;
safeguard its property, funds and other assets;
recover loans, debts and other amounts due to it;

protect the interests of members, creditors and other claimants;

S OO O

realise movable and immovable properties;
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¢ complete all financial, administrative and legal matters; and

¢ ultimately cancel the registration and dissolve the society.

6.1.3 Winding Up and Liquidation of Co-operative Societies

6.1.3.1 Winding Up of Society — Section 71

Section 71 of the Kerala Co-operative Societies Act, 1969 is the principal provision
dealing with the winding up of a co-operative society. The Registrar may order the
winding up of a society when, after an inquiry under Section 65, an inspection under
Section 66, or on receiving an application from not less than three-fourths of the
members, the Registrar is satisfied that the society ought to be wound up.

¢ Opportunity to Make Representation

Before passing a winding-up order under Section 71(1), the society must be allowed
to make its representation. The Registrar must also consult the financing bank to which
the society is affiliated and the Circle Co-operative Union. This requirement ensures
that the society has an opportunity to explain its position before the winding-up decision
is taken.

¢ Grounds for Winding Up

The Kerala Co-operative Societies Act, 1969 provides specific grounds for winding
up a co-operative society when it becomes inactive, non-functional, or fails to satisfy
essential statutory requirements. Fhese provisions efiable the Registrar to bring the
affairs of such a society to an ofderly legal,conclusion.

¢ Membership Falling Below the Statutory Minimum

Where registration®fa society. was subject to a requirement of having at least twenty-
five members, and/its membership subsequently falls below twenty-five, the Registrar
may, on his own motiong'order its winding up under Section 71(2)(a).

0 Failure to Commence Business

Under Section 71(2)(b), a society may be wound up if it has not commenced
functioning within six months from the date of registration, unless the Registrar has
granted an extension. The Registrar may also order winding up where the society has
ceased to function.

The requirement to commence business within the prescribed period ensures that a
registered society actually carries out the activities for which it was established.

¢ Cessation of Business or Functioning

A society that has ceased to carry on its business or activities may become inactive
and ineffective. In such circumstances, the Registrar may order its winding up under
the Act.
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¢ Failure to Satisfy Requirements Applicable to Particular Societies

In the case of a society established exclusively for the benefit of persons engaged in
a particular industry or occupation, winding up may be ordered if the number of actual
workers falls below the prescribed statutory limit under Section 71(2)(c).

¢ Revitalisation of Society — Section 71(3)

Winding up does not necessarily result in permanent closure in every case. Where
revitalisation is possible, the Act provides an opportunity for revival.

If a proposal for revitalisation is received within one year from an order passed under
Section 71(2), the Registrar may cancel the winding-up order and permit the society to
continue its activities. However, this provision does not apply to a society that failed to
commence functioning within six months of its registration.

6.1.3 Appointment of Liquidator — Section 72

After the Registrar passes a winding-up order, the Registrar, appoints a liquidator
under Section 72. The liquidator administers the seciety's affaitsyand completes the
liquidation process in accordance with the Act and Rules.

Property and Assets under the Control of the Liquidator

The liquidator takes custody or control of the society's property, books and records,
securities and documents, actionable claims, money and other assets, including any
property belonging to or apparentlysbelonging.to the society.

Protection of Society's Assets

The liquidator must take appropriate measures to protect and preserve the society's
assets. This includesgpreventing loss, deterioration, damage, unauthorised disposal or
dissipation of the property andsother assets during the liquidation process.

6.1.3.1 Powers and Functions of Liquidator — Section 73

1. Section 73(1): all'assets of the society vest in the liquidator, who may realise
them by sale or otherwise.

2. Section 73(2)(a): institute and defend suits and other legal proceedings on behalf
of the society.

3. Section 73(2)(b): determine the contributions to be made by members, past
members, nominees, heirs or legal representatives, and by estates, including
debts due from them.

4. Section 73(2)(c): investigate all claims against the society and decide questions
of priority arising between claimants.

5. Section 73(2)(d): pay claims according to priority, including interest up to the
winding-up date, in full or rateably as assets permit; any later surplus interest
cannot exceed the contractual rate.
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6. Section 73(2)(e): determine by whom and in what proportions the liquidation
costs are to be borne.

7. Section 73(2)(f): determine whether any person is a member, past member or
nominee of a deceased member.

8. Section 73(2)(g): give directions concerning collection and distribution of
assets.

9. Section 73(2)(h): carry on the society's business only so far as necessary for
beneficial winding up.

10. Section 73(2)(i): make compromises or arrangements with creditors or persons
claiming to be creditors.

11. Section 73(2)(j): compromise calls, debts, liabilities and claims, including
contingent claims, take security, and grant a complete discharge.

12. Section 73(2A): complete proceedings within two years of appointment,
excluding the period of an appeal against the winding-up order; if procedural
constraints prevent completion, report to Government, through the Registrar,
and any permitted extension cannot exceed one year.

13. Section 73(3): report completion to the Registrar and deposit the society's
records in the prescribed place.

6.1.4 Procedure for Winding Up

The following stages are a teaching sequence, not additional statutory conditions.
Read each stage with Sections 71<74 and Rule,69.

Stage 1 — Examination of the Society.

The Registrar examines the eondition and affairs of the society through an inquiry,
inspection, application by membersiorother statutory grounds.

Stage 2 — Opportunity.of Representation

The society is allowed to submit its objections, explanations and relevant materials
where required.

Stage 3 — Winding-Up Order

After the society complies with the statutory requirements, the Registrar passes a
written order directing the society to be wound up under Section 71.

Stage 4 — Appointment of Liquidator
The Registrar appoints a liquidator under Section 72.
Stage 5 — Taking Custody of Assets

The liquidator takes control of the society's property, books, records, documents and
actionable claims.
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Stage 6 — Notice to Creditors and Claimants

Under Rule 69, the liquidator must publish, by such means as considered proper, a
notice requiring all claims against the society to be submitted within two months from
publication.

Stage 7 — Preparation of Statement

The liquidator prepares a statement showing the society's assets, liabilities, debts,
securities, outstanding loans and claims.

Stage 8 — Verification of Claims

The liquidator examines the claims received and determines their validity and
priority.

Stage 9 — Recovery of Debts

Amounts payable to the society are recovered from bottowers, debtors and other
persons liable to pay.

Stage 10 — Realisation of Assets

The movable and immovable properties andiother assets of thé society are realised
through lawful methods.

Stage 11 — Settlement of Liabilities

The funds realised are used 40 discharge the legitimate liabilities of the society
according to the applicable priority.

Stage 12 — Determination of Contributions

Where required by law, contribuitions are determined and recovered from persons
legally liable to contribute.

Stage 13 — Final Accounts and Report

After completing recovery, realisation and settlement, the liquidator prepares the
final accounts and submits the required report to the Registrar.

14. Procedure under Rule 69

15. Rule 69(1): the Registrar publishes the liquidator's appointment in the Gazette.

16. Rule 69(2): the liquidator publishes a notice requiring claims within two months;
liabilities already shown in the society's books are treated as submitted claims.

17. Rule 69(3): the liquidator settles a statement of assets and liabilities as at the
winding-up date and determines contributions under Section 73(2)(b), with
subsidiary orders where necessary.

18. Rule 69(4): the liquidator submits quarterly reports in the prescribed form.

19. Rule 69(5): with the Registrar's prior sanction, the liquidator may authorise
collection of debts and issue receipts on the liquidator's behalf.
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20.

21.

22.
23.

24.

25.

26.

Rule 69(6): liquidation funds are deposited in a Post Office Savings Bank, the
financing bank or another bank approved by the Registrar, in the liquidator's
name.

Rule 69(7): the Registrar fixes remuneration and Government costs; liquidation
costs have the priority prescribed by the Rule.

Rule 69(8): the liquidator may convene meetings of members when necessary.

Rule 69(9): on conclusion, the liquidator convenes a general meeting, presents
a summary and submits proposals concerning any surplus.

Rule 69(10): undischarged liabilities are deposited with the financing bank; after
three years, unpaid amounts may be transferred by the Registrar as provided by
the Rule.

Rule 69(11): the Registrar may remove a liquidator for good reason; the outgoing
liquidator must hand over all property and records to the successor.

Completion and extension are governed by Section 73(2A), not by an assumed
additional Rule 69 power: two years, appeal time excluded, with a Government-
approved extension not exceeding one year after a report through the Registrar.

6.1.5 Effect of Winding-Up Order

Awinding-up order produces several impgfttant legaland administrative consequences.

1.

Loss of ordinary management ontrol : The ordinary management of the
society ceases to exercise its normal control over the affairs of the society. The
liquidator assumes responstbility for therliquidation.

Control over assets :/ The propérty and actionable claims of the society come
under the custody or control of the liquidator.

Cessation ofdordinary business : The society stops its ordinary business
activities, except where,continuation is necessary to complete the winding up.

Settlement of elaims : Creditors and other claimants must submit their claims
for consideration underdhe statutory procedure.

Recovery and realisation : The liquidator undertakes recovery of debts and
realisation of the society's assets.

Legal proceedings : The liquidator may conduct necessary legal proceedings
on behalf of the society subject to the Act and the control of the Registrar.

Protection of property : The liquidator is responsible for protecting the
society's property against loss, damage, and improper disposal.

6.1.6 Dissolution of Co-operative Society

1. Dissolution is the final stage of the winding-up process

Under Section 74, the Registrar shall cancel the registration by a written order when:
(1) no liquidator has been appointed within two months from the winding-up order, or,
where an appeal was filed, within two months from confirmation of that order; (ii) the
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affairs of a society for which a liquidator was appointed have been wound up; or (iii)
final winding up is impossible because the records have been destroyed.
2. Effect of Dissolution
Cancellation of registration under Section 74 has the following consequences:
a. Society is deemed dissolved : From the date of cancellation, the society is
legally deemed dissolved.

b. Corporate existence comes to an end : The society ceases to exist as a
corporate body.

c¢. Registration is cancelled : Its registration as a co-operative society ends.

d. Normal activities cease : The society can no longer conduct its ordinary
activities as a registered co-operative society.

e. Legal personality terminates : The society loses its legal existence as a
registered corporate body.

Therefore, winding up represents the process of liquidation, while dissolution
represents the final termination of the society's legal existence.

3. Effect of Appeal — Section 72

Where an appeal is preferred under SeCtion 83 against a winding-up order made
under Section 71, the order does not operate thereafter until it is confirmed in appeal.
The liquidator nevertheless continues to have custody or control of the property, effects
and actionable claims and may takeithe protective steps authorised by Section 72(2).

If the winding-up order is ultimately‘setiaside, the property, effects and actionable
claims shall re-vest in the society in accordance with law.

4. Preservation of Records — Rule 70

Under Rule 70, all boeks and records of a society whose affairs have been wound up
must be retained by the liquidator in the liquidator's office for three years from the date
of the report under Section 73(3). After that period, they may be destroyed only upon
obtaining an order to that effect from the Registrar.

Recap

<

Winding up means the orderly settlement of a co-operative society’s
affairs.

Dissolution means the final termination of the society’s legal existence.
Section 71 deals with the winding up of a society.

Section 72 provides for the appointment of a liquidator.

S O O

Section 73 deals with the powers and functions of the liquidator.
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Section 74 deals with the dissolution of the society.
The liquidator takes control of the society’s assets, records and claims.
The liquidator recovers dues, realises assets and settles liabilities.

Rule 69 provides additional procedures for liquidation.

S OO

Winding up settles the affairs, while dissolution ends the society’s legal
existence.

Objective Questions

1.  Which section of the Kerala Co-operative Societies Act, 1969 deals with
winding up of a co-operative society?

2. Who appoints the liquidator after an order for windmg,up is passed?

3. Which section deals with the appointment of a liquidator?

4. Which section prescribes the powers and funetions of the liquidator?

5. What is the final stage of the winding-up process?

6. Which section provides for cancellation of reégistration and dissolution of
a co-operative society?

7. Which Rule supplements the practicalyprocedure relating to liquidation?

Under which provision are the books and records of a society dealt with
after completion of winding up?

9.  What happeéns‘to the'society upon cancellation of its registration under
Section 747

Section 71

The Registrar
Section 72
Section 73
Dissolution
Section 74
Rule 69

Rule 70

It is deemed to be dissolved

AN OIS U C R - A
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Self-Assessment Questions

1. What do you understand by the winding up of a co-operative society?

2. Whatare the principal purposes and objectives of winding up a co-operative
society?

3. What are the statutory grounds for winding up a co-operative society under
Section 71 of the Kerala Co-operative Societies Act, 19697

4. Discuss the powers and responsibilities of the liquidator under Section 73.

5. What are the major steps involved in the winding-up process of a
co-operative society?

6. How would you differentiate between winding up and dissolution of a
co-operative society? '

1. Explain the concept, scope and objectives of winding up a co-operative
society with reference to the Kerala Co-operative Societies Act, 1969.

2. Discuss the legal grounds and presesibed procedure for winding up a
co-operative society/under Section 71 of the Kerala Co-operative Societies
Act, 19609.

3. Analyse the appointment, powers and responsibilities of the liquidator
under Sections 72 and 73'of'the Kerala Co-operative Societies Act, 1969.

4. Describe the liguidation procedure prescribed under Rule 69, including the
examination of claimsg, recovery of outstanding debts, realisation of assets
and discharge of liabilities.

5. Differentiate between winding up and dissolution of a co-operative society
with specific reference to Sections 71 to 74 of the Kerala Co-operative
Societies Act, 1969.
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Unit é

Liquidators

Learning Outcomes

After completing this unit, the learner will be able to:

¢ explain the concept, role and importance of a liquidator
in the winding-up of a co-operative society

¢ describe the appointment of a liquidator under Section
72 of the Kerala Co-operative Societies Act, 1969

¢ explain the major duties of ajliquidator, including
protection of assets, recovery of dues, realisation of
property, examination. of claims and settlement of
liabilities

¢ describe the different stages of'the Tiquidation process,
from taking custody of\the society's property to
preparing final accounts and submitting the final report

Prerequisites

( Thé “appointment and functioning of a liquidator are
important aspects of the winding-up process of a co-operative
society. Following a winding-up order under Section 71 of
the“Kerala Co-operative Societies Act, 1969, the Registrar
appoints a liquidator under Section 72 to take charge of the
society’s affairs. The liquidator is responsible for taking control
of the society’s assets, books, records, securities and claims,
recovering outstanding dues, realising assets, settling claims
and discharging liabilities. The powers, duties and procedures
of the liquidator are governed by the Kerala Co-operative
Societies Act, 1969 and the Kerala Co-operative Societies
Rules, 1969, under the supervision of the Registrar.
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Discussion

6.2.1 Introduction

A liquidator is a person appointed by the Registrar to take charge of the affairs,
property and assets of a co-operative society after an order for winding up has been
passed. The liquidator's primary responsibility is to bring the society's affairs to an
orderly conclusion by protecting its assets, recovering outstanding dues, realising its
properties, settling claims and liabilities, and submitting the required accounts and
reports to the Registrar. Under the Kerala Co-operative Societies Act, 1969, Section
72 primarily deals with the appointment of the liquidator, while,Section 73 provides
for his powers and functions. Rule 69 of the Kerala Co-operative Societies Rules, 1969
supplements the procedure.

6.2.1.1 Scope and Functions of thefLiquidatox

The functions of a liquidator extend to all activities necessary for the proper
completion of the liquidation processiyThe major areas of responsibility are as follows.

¢ Custody and Protection of Assets

The liquidator takes custodyand control' of the society's property, money, and other
assets. He is responsible for protecting these assets from loss, damage, deterioration or
unauthorised disposal.

¢ Recovery of Dues

The liquidator takes appropriate measures to recover loans, debts and other amounts
payable to the society. Such recoveries form part of the funds available to settle the
society's liabilities.

¢ Realisation of Property

The movable and immovable properties of the society are realised through lawful
methods. The proceeds from such realisation are used to meet the society's legitimate
obligations.

¢  Examination and Settlement of Claims

The liquidator examines claims by creditors and other persons and determines their
validity and priority under applicable law.
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0  Settlement of Liabilities

The funds obtained through recovery and realisation of assets are applied to the
society's lawful liabilities in the prescribed order.

O Legal Proceedings

Subject to statutory requirements and the Registrar's control, the liquidator may
institute, defend, or continue legal proceedings on behalf of the society.

0  Determination of Contributions

Where required by law, the liquidator may determine contributions payable by
members, past members or other persons who are legally liable to contribute towards
the liabilities of the society.

¢  Finalisation of Accounts

After completing the liquidation activities, the liquidatorfprepares the final accounts
and submits the necessary reports to the Registrar.

¢  Preservation of Records

The books, documents and records of the _seeiety must,be properly preserved and
dealt with according to the prescribed procedure.

Thus, the liquidator serves as the pringipal functionary responsible for completing
the liquidation under the supervision and control of the'Registrar.

6.2.2 Appointment of Liquidator — Section 72

The appointment of a liquidator follows@ winding-up order under Section 71. Once
the Registrar passesda winding-upnesdef, he appoints a liquidator under Section 72.
From that point, the liquidatofiassumes responsibility for administering the affairs of
the society during theJdiquidation period.

Custody and Control of Preperty
After appointment, the liquidator takes custody or control of:

¢ property belonging to the society;
books and records;
securities and documents;

actionable claims;

S OO O

money and other assets; and

¢ other property belonging to, or apparently belonging to, the society.

The liquidator must also take appropriate steps to prevent loss, deterioration, damage,
unauthorised disposal or dissipation of the society's assets.
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6.2.3 Procedure to be Followed by the Liquidator

The work of the liquidator can be organised into a series of systematic stages.
Worked process example: after appointment, the liquidator secures the books and bank
accounts, publishes the Rule 69(2) notice, settles the Rule 69(3) statement, recovers
loans and realises assets, decides validity and priority under Section 73(2)(c), pays
claims under Section 73(2)(d), reports under Section 73(3), and enables the Registrar to
consider cancellation under Section 74.

Table 6.2.1 Procedure to be Followed by the Liquidator

Work stage Authority and statutory source

Appointment and custody under Section 72;
assets vest under Section 73(1).

Rule 69(2): published notice and two-month
claim period.

Take custody and protect property

Invite and record claims

Rule 69(3): statement of assets and liabilities;
Section 73(2)(b) contributions.

Section 73(1), 73(2)(a), (g), (h) and (j); Rule
69(5)—(6)s

Section” 73(2)(c)—(e): validity, priority, full or
rateable payment and costs.

Rule'€9(4), (9)—(11); Sections 73(2A), 73(3) and
74.

Settle financial position

Recover and realise

Investigate and pay claims

Report and close

Stage 1 — Taking Custody of Property

Immediately after appointment, the liguidator assumes control over the society's
property, books, re¢ords, securities, documents and actionable claims.

Stage 2 — Protectiomof Assets

The liquidator takes necessary measures to ensure that the assets of the society are
not lost, damaged, deteriorated or improperly disposed of.

Stage 3 — Issue of Notice

In accordance with Rule 69, the liquidator must publish, by such means as considered
proper, a notice requiring all claims against the society to be submitted within two
months from publication.

Stage 4 — Preparation of Financial Statement

The liquidator prepares a statement showing the financial position of the society. It
includes details of:

O assets;
O liabilities;

O debts;
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O securities;
¢ outstanding loans; and

¢ claims.
Stage 5 — Verification of Claims

The claims submitted by creditors and other persons are examined. Their validity
and priority are determined according to law.

Stage 6 — Recovery of Dues

The liquidator takes steps to recover loans, debts and other amounts payable to the
society.

Stage 7 — Realisation of Assets

The movable and immovable properties and other assets of the society are realised
through lawful means.

Stage 8 — Settlement of Liabilities

The funds obtained from the realisation of assets areiapplied towards the legitimate
liabilities of the society according to the applieableserder of priority.

Stage 9 — Determination of Contributions

Where the law requires, the liquidator ‘determines and recovers contributions from
persons who are legally liable to.contribute.

Stage 10 — Final Accounts and Repoxt

After completing recovery, realisationand settlement, the liquidator prepares the
final accounts and submits the requiredifeport to the Registrar.

6.2.4 Powers 'of Liquidator — Section 73

Section 73 provides the lighidator with the powers required to complete the winding
up of the society. The important powers are as follows.

For the complete statutory powers, apply Section 73(1), clauses (a)—(j) of Section
73(2), the current completion rule in Section 73(2A), and the completion report in
Section 73(3), as set out clause-by-clause in Unit 1. These powers cover vesting and
realisation, litigation, contributions, claims and priority, payment, costs, membership
status, collection and distribution, necessary continuation of business, compromises
and final reporting.

Section 73(2A), as amended by Act 9 of 2024, generally requires the liquidator to
complete the winding-up proceedings within two years of appointment. The pendency
period of an appeal against the winding-up order is excluded. To obtain Government
permission to extend the period, the liquidator must submit a report explaining the
procedural constraints, and the extension cannot exceed one year.
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6.2.5 Powers Similar to Those of a Civil Court — Section 98

In addition to the powers specifically relating to liquidation, Section 98 provides
specified powers similar to those of a civil court in relevant proceedings.

These include the power to:

0
0
0
Y
0

summon and enforce the attendance of persons;
examine persons on oath;

require the production of documents;

receive evidence on affidavits; and

issue commissions for examination of witnesses.

These powers help obtain the information, evidence, and documents required for the
proper investigation and settlement of matters arising during liquidation.

6.2.6 Supervision and Control of Registrar

The liquidator does not function independently. The Registrar supervises and controls
the liquidation process.

The liquidator is therefore required to comply with:

0

0
Y
0

the Kerala Co-operative Societies Act;
the Kerala Co-operativesSocieties Rules;
directions issued by the Registrar; and

prescribed liquidation procedures.

Rule 69 recognises the supervisory role of the Registrar in the liquidation process.

6.2.7 Effect of Appointment of Liquidator

The appointment of a liquidator results in several important changes in the
administration of the society:

0

The ordinary management loses its normal control over the affairs of the
society.

The liquidator assumes responsibility for the liquidation.

The society's property and actionable claims come under the custody or
control of the liquidator.

Ordinary business activities cease, except activities necessary for beneficial
winding up.

Claims of creditors and other claimants are dealt with through the liquidation
process.
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Recovery of debts and realisation of assets are undertaken by the liquidator.

Measures are taken to protect the society's property from loss, damage or
improper disposal.

6.2.8 Completion of the Liquidator's Functions

The liquidator continues to function until the affairs of the society have been
sufficiently completed for the Registrar to take the final steps under Section 74.

Before completion, the liquidator generally undertakes:

0

S OO O

0

recovery of outstanding dues;
realisation of assets;

verification and settlement of claims;
discharge of liabilities;

preparation of final accounts; and

submission of the final report to the Registrar.

After these matters are completed, the Registrar may eancel the society's registration
under Section 74, resulting in its dissolution.

6.2.9 Preservation of Records — Rule 70

Under

Rule 70, the books andfrecords must bedetained by the liquidator in the

liquidator's office for three yeafs from thefdate of the report under Section 73(3). They
may then be destroyed only after the Régistrar orders it.

Recap

S OO O

The Registrar‘@ppoints a liquidator after a winding-up order.

Section 72 governs the appointment of the liquidator.

Section 73 provides the liquidator’s main powers and functions.

Rule 69 prescribes important liquidation procedures.

The liquidator protects assets, recovers dues and settles claims and
liabilities.

Under Section 98, the liquidator has certain civil court-like powers.

The liquidator works under the supervision and control of the Registrar.

After liquidation, the Registrar may cancel the registration under Section
74, resulting in dissolution.
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Objective Questions

1. Who appoints the liquidator of a co-operative society after a winding-up
order?

2. Under which section is the liquidator appointed?

Which section primarily deals with the powers and functions of the
liquidator?

4. Which rule provides the procedural framework relating to liquidation?
Which of the following is a function of the liquidator?

6. Under which section does the liquidator have specified powers similar to
those of a civil court?

7. What happens to the ordinary management efythe society after the
appointment of a liquidator?

8. Which section provides for cancellation efiregistration‘and dissolution of
the society after completion of liquidation?

9. Which rule deals with the preseryvation‘and dispesald®f the records of a
society?

Registrar

Section (72

Section 73

Rule 69

Recovering outstanding dues

Section 98

It loses its normal control over the society's affairs
Section 74

Rule 70

1.
2.
3.
4.
3.
6.
7.
8.
9.
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Self-Assessment Questions

1. What is a liquidator, and what is the primary purpose of appointing a
liquidator in a co-operative society?

2. Explain the appointment of a liquidator under Section 72 of the Kerala
Co-operative Societies Act, 1969.

3. What are the major functions and responsibilities of a liquidator during the
liquidation process?

4. Explain the powers of a liquidator under Section 73, particularly in relation
to recovery of dues, realisation of assets and settlement of claims.

5.  What are the specified powers similar to those of a civil court under Section
98 available during liquidation?

6. Explain the role of the Registrar in supervising theliguidator and describe
how liquidation is completed leading to cancellation of registration under
Section 74.

Assignments

1. Explain the appointmient of a diguidator under Section 72 of the Kerala
Co-operative Societies Act, 4969. Discuss the circumstances leading to the
appointment and the role of the Registrar.

2. Discuss theé powers and funetions of a liquidator under Section 73. Explain
the powers relatingtocustody and realisation of assets, recovery of debts,
settlement of €laims and liabilities, and legal proceedings.

3. Describe the procedure followed by a liquidator during the winding-up
process. Expldin“the various stages from taking custody of the society's
property to the preparation of final accounts and submission of the final
report.

4. Examine the specified powers of a liquidator similar to those of a civil court
under Section 98. Discuss how these powers assist in the investigation and
settlement of matters arising during liquidation.

5. Explain the completion of liquidation and dissolution of a co-operative
society. Discuss the role of the liquidator and Registrar, cancellation of
registration under Section 74, and preservation of records under Rule 70.
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Unit @&

Claims Settlement

Learning Outcomes

After completing this unit, the learner will be able to:

¢ explain the meaning and significance of settlement of
claims in the winding-up of a co-operative society

¢ identify the relevant legal provisions governing
settlement of claims, particularly Sections 71, 72, 73,
74 and 98 of the Kerala Co-operative Societies Act,
1969 and Rules 69 and 70 of the'Kerala Co-operative
Societies Rules, 1969

O describe the different types, of claims that may arise
against a co-opérative societyandexplain the process of
verifying their validity and determining their priority

¢ explain the'various stages involved in the settlement
of claims, from, issuing/notices and receiving claims
tofverification, determination of validity and priority,
payment and finalisation of accounts

’rerequisites

Claims and liabilities during liquidation refer to the process
of identifying, verifying, prioritising and settling the financial
obligations of a co-operative society during winding up. The
liquidator examines claims from creditors, members, and other
interested parties; verifies supporting documents; determines
the validity and priority of claims; and settles them from
the assets realised during liquidation. The process is carried
out under the Kerala Co-operative Societies Act, 1969, the
Rules and the directions of the Registrar, with the liquidator
exercising the relevant powers under Section 73, Rule 69
and Section 98. This ensures the orderly settlement of debts,
protection of legitimate claims and proper distribution of the
society’s remaining assets.

SGOU - SLM - BCom - Co-operative Legal System




Settlement of Claims, Winding-Up Order , Liquidator , Verification of Claims,
Determination of Priority

Discussion

6.3.1 Settlement of Claims - Procedures
1. Meaning of Settlement of Claims

Settlement of claims means the systematic process of receiving, examining, verifying
and deciding claims made against a co-operative society, particularly when the society
is under winding up. The purpose is to determine whether a claim is legally admissible,
the amount that is actually payable, and the priority in which different claims are to be
satisfied.

During liquidation, the liquidator examines the‘claims of creditors, members and
other persons having legally enforceable demands against the society. These claims
are considered alongside the society's assetsqand liabilities so the available funds can
be applied properly towards its lawful obligations. Settlement of claims is therefore
an important part of winding up and is necessary to complete the society's affairs and
ultimately facilitate its dissolution.

6.3.1.1 Relevant Legal Pfovisions
The principal provisions relevant to settlement of claims are:

¢ Section 71— Winding up of societies

Section 72— Appointment of liquidator

Section 73 — Powers and functions of liquidator

Section 74 — Cancellation of registration and dissolution

Section 98 — Powers similar to those of a civil court in specified proceedings

S OO O

Rule 69 — Procedure relating to liquidation

¢ Rule 70 — Preservation and disposal of records.

The liquidator primarily settles claims under Section 73, within the wider winding-up
framework established by Sections 71 and 72.

6.3.1.2 Scope of Settlement of Claims

The settlement process covers different types of financial and legal claims arising
against the society.
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For analysis, claims may be classified as secured claims; statutory or Government
claims; employee claims; unsecured trade claims; member claims; and contingent
claims. This classification does not create a universal ranking. Priority depends on the
governing statute, the legal effect of any security and the facts of the claim, and is
decided by the liquidator under Section 73(2)(c¢).

¢ Claims of Creditors

Persons to whom money is lawfully owed by the society may submit their claims
during liquidation. The liquidator examines the claims and determines their validity and
priority.

O Claims of Members

Members may also have legitimate financial claims against the society. Such claims
are examined and dealt with by the liquidator in accordance with the applicable statutory
provisions.

¢ Claims of Other Persons

Persons other than members and ordinary creditors may also have claims against
the society. The liquidator may consider such claims where they arise from legally
enforceable obligations of the society.

¢ Determination of Priority

When several claims compete for payment, the liquidator must determine their
relative priority. The liquidator cofisiders theapplicable law and the nature of the claims
before deciding the order in which available funds should be applied.

0  Verification of Liabilities

The liquidator exdmines the sogiety's books, records and supporting documents to
determine whether'a claima@presents a genuine liability of the society.

¢ Payment from Realised Assets

Once claims have beénverified and their priority determined, funds obtained from
recovering dues and realising the society's assets are applied towards its lawful liabilities.

¢  Finalisation of Claims

Proper settlement of claims enables the liquidator to ascertain the remaining liabilities
and complete the society's financial affairs before submitting the final report to the
Registrar.

6.3.2 Settlement of Claims in the Winding-Up Process

Settlement of claims takes place as part of the overall winding-up procedure.

Under Section 71, the Registrar may order winding up when the statutory requirements
are satisfied. Once the Registrar makes the winding-up order, a liquidator is appointed
under Section 72.
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The liquidator then assumes control of the society's property, records, actionable
claims and other assets. This enables the liquidator to determine the actual financial
position of the society and proceed with settlement of claims.

Under Section 73, the liquidator has the powers to examine claims, determine their
validity and priority, recover amounts due to the society, and realise its assets. The
funds obtained through these activities are used to satisfy legitimate liabilities.

6.3.3 Procedure for Settlement of Claims

The following is an explanatory teaching sequence. The legal authority for receiving
claimsis Rule 69(2), for the asset-and-liability statement Rule 69(3), and for investigating
priority and making full or rateable payments Section 73(2)(c)—(d).

Stage 1 — Winding-Up Order: Section 71

The process begins with a winding-up order under Section 71. Once the order is
made, the affairs of the society are placed under the liquidatiomprocess.

Stage 2 — Appointment of Liquidator: Section 72

The Registrar appoints a liquidator under Section 72, The liquidator takes custody
or control of the society's property, booksecords, securitiesjy’documents, actionable
claims and other assets.

Stage 3 — Notice Inviting Claims: Rule 69

Under Rule 69, the liquidater must publish, by such means as considered proper, a
notice requiring all claims against the society, to be submitted within two months from
publication.

The purpose of thé notice is to provide an opportunity to persons who believe that an
amount is legally due to thef towbring their claims before the liquidator.

Stage 4 — Submission of Claims

Creditors and other claimants submit their claims to the liquidator in the prescribed
manner. The claim should contain sufficient particulars and supporting material to
establish the liability of the society.

Stage 5 — Examination and Verification
The liquidator examines each claim with reference to relevant evidence, including:

¢ books and records of the society;
agreements and other documents;
accounts;
securities;

correspondence; and

S OO

other relevant evidence.
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The purpose is to establish whether the claim is genuine and legally enforceable.
Stage 6 — Determination of Validity
After examination, the liquidator determines whether a claim is:

¢ admissible;
¢ partly admissible; or
0 not admissible.

The amount payable is determined based on the available evidence and applicable law.
Stage 7 — Determination of Priority: Section 73

Where claims compete, the liquidator determines their relative priority under the law.
This is particularly important where the assets available for distribution are insufficient
to satisfy every claim in full.

Stage 8 — Realisation of Assets: Section 73

The liquidator realises the assets of the society through lawful'methods and recovers
outstanding amounts due to it. The funds obtained become the resources available to
settle lawful liabilities.

Stage 9 — Settlement and Payment

After investigating claims and deciding questions of priority, the liquidator pays
claims - including interest up to thesdate of' windingap - according to their respective
priorities, in full or rateably asdthe assets permit."/Any surplus remaining after payment
of claims may be applied towards intefest from the date of the winding-up order at a
rate fixed by the liquidator, not exceeding the contractual rate [Section 73(2)(c)-(d)].

[Nlustration of rateable payment:assume that, after satisfying claims having a legally
established prior fanking.<and paying liquidation costs, 34,00,000 remains for two
equally ranked unsecuited claims of 33,00,000 and %6,00,000. The common payment
rate is 4/9. The claimants receive approximately X1,33,333 and 22,66,667 respectively
(subject to final rounding). This is only a teaching example; it does not prescribe a
priority among secured, statutory, employee, unsecured, member or contingent claims.

Stage 10 — Determination of Contributions

Where required by law, the liquidator may determine contributions payable by
members, past members or other persons who are legally liable to contribute towards
the liabilities of the society.

Stage 11 — Finalisation of Accounts

After the liquidator has dealt with claims and liabilities, they prepare the final
accounts showing the society's financial position.
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Stage 12 — Final Report to Registrar

The liquidator submits the required report to the Registrar after completing the
liquidation process. This facilitates cancellation of the registration under Section 74.

6.3.4 Powers of Liquidator Relevant to Settlement of Claims
— Section 73

Section 73 provides the principal powers required of the liquidator to deal with
claims.

¢  Examination of Claims

The liquidator examines claims made against the society and determines whether
they are valid.

¢ Determination of Priority

Where competing claims exist, the liquidator determines, their priority under
applicable law.

¢ Recovery of Society's Dues

The liquidator recovers amounts payabledo the society. Suéhrecoveries increase the
funds available for satisfying claims against the society.

0  Realisation of Assets

The liquidator realises the property of the society and converts it into funds for
settlement of liabilities.

¢ Conduct of Legal Proceedings

Subject to statutory control, the“liquidator may institute, defend or continue legal
proceedings on behalf ofithe society. Such proceedings may be necessary where the
validity ofa claim or the society'sright to recover an amount requires legal determination.

0  Determination of Contributions

The liquidator may determine contributions payable by persons who are legally
liable to contribute towards the liabilities of the society.

¢ Application of Funds

Funds realised during liquidation are applied to the society's lawful liabilities and
other statutory obligations.

6.3.5 Powers Similar to Civil Court — Section 98

Section 98 provides specified powers similar to those of a civil court in relevant
proceedings. These powers help examine and settle claims.
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They include:

S O O O

0

Summoning and enforcing attendance of persons;
Examining persons on oath;

Requiring production of documents;

Receiving evidence on affidavits; and

Issuing commissions for examination of witnesses.

These powers facilitate the collection of evidence and documents needed to resolve
disputed or unclear matters connected with liquidation.

6.3.6 Role of the Registrar

The liquidator functions under the supervision and control of the Registrar. Therefore,
settlement of claims is subject to statutory oversight.

The liquidator is required to follow:

0

0
0
0

the Kerala Co-operative Societies Act;
the Kerala Co-operative Societies Rules;
directions issued by the Registrargand

the prescribed liquidation procedure.

Such supervision helps ensure that claims, are examined and settled in accordance
with the statutory framework.

6.3.7 Effect of Settlement of Claims

Proper settlement of‘elaims producesiseveral important consequences:

0

(S C R IR RS R

Genuine liabilities are identified and recognised.

Invalid or unsupported claims can be excluded according to law.
Competing claims are arranged according to their legal priority.
Available assets can be distributed in an orderly manner.

The financial position of the society becomes clear.

The liquidator can finalise the accounts.

The winding-up process can be completed.

The Registrar can proceed towards cancellation of registration under Section
74.

6.3.8 Settlement of Claims and Dissolution

Settlement of claims is closely associated with the dissolution of a co-operative
society. Outstanding claims and liabilities must be properly dealt with as part of the
liquidation process before the affairs of the society can be finally concluded.
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Recap

¢ Settlement of claims involves receiving, verifying and deciding claims
during winding up.

Claims may be made by creditors, members and other eligible persons.
Section 71 provides for the winding-up order.

The Registrar appoints a liquidator under Section 72.

S O O O

The liquidator examines claims and determines their admissibility and
priority.

¢ Under Section 73, the liquidator recovers dues and realises assets to
settle liabilities.

¢ Section 98 gives the liquidator certain powers similar to those of a civil
court.

¢ Final settlement enables completion of liquidation and'dissolution under
Section 74.

Objective Questions

What is meant by settlement of claims in a co-operative society?

Under which section is the winding-up of a co-operative society ordered?
Under which section is the liquidator appointed?

Which rule prevides fot issuing notices inviting claims during liquidation?
Which of the followinag is considered while verifying a claim?

Who determines‘the priority of competing claims during liquidation?
Which section provides specified powers similar to those of a civil court?

Who exercises supervision and control over the liquidator?

I R R

Proper settlement of claims facilitates which of the following?
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1.
2.
3.
4.
S.
6.
7.
8.
9.

Systematic examination and determination of claims
Section 71

Section 72

Rule 69

Society's books and records

The liquidator

Section 98

Registrar

Cancellation of registration and dissolution '

Self-Assessment Questions

1. What is meant by settlement of ¢laims in the winding-up of a co-operative
society?

2.  What are the differe ay be considered during the
liquidation of a co- ?

3. Explain the proce ent of claims, beginning with the
winding-up an the submission of the final report.

4. What ar iquidator under Section 73 relevant to the
settleme

5. What are the power ilar to those of a civil court under Section 98 that
assist the liqui n examining and settling claims?

6. Explain the role of the Registrar in the settlement of claims and state
the consequences of proper settlement of claims for the winding-up and
dissolution of the society.

Assignments
1. Explain the meaning, scope and importance of settlement of claims in the

winding-up of a co-operative society.

@ SGOU - SLM - BCom - Co-operative Legal System m



2. Discuss the procedure for settlement of claims under the Kerala
Co-operative Societies Act, 1969, from the winding-up order to the
submission of the final report.

3. Examine the powers and functions of the liquidator under Section 73 in
relation to examination of claims, determination of priority, recovery of
dues, realisation of assets and application of funds.

4. Explain the powers similar to those of a civil court under Section 98 and
analyse their importance in collecting evidence and resolving disputed
claims during liquidation.

5. Analyse the role of the Registrar in the settlement of claims and explain
how proper settlement of claims contributes to the completion of winding
up and eventual dissolution of the co-operative society.
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