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KARNATAKA LEGISLATIVE ASSEMBLY
FOURTEENTH LEGISLATIVE ASSEMBLY
NINTH SESSION
{ADJOURNED MEETINGS}

THE KARNATAKA CO-OPERATIVE SOCIETIES (AMENDMENT)
BILL, 2016

(L.A. Bill No. 17 of 2016)

A Bill further to amend the Karnataka Cooperative Societies Act,
1959.

Whereas it is expedient further to amend the Karnataka Cooperative
Societies Act, 1959 (Karnataka Act No 11 of 1939) for the purposes
hereinafter appearing;

Be it enacted by the Karnataka State Legislature in the sixty seventh
year of the Republic of India as follows:-

1. Short title and commencement.- (1) This Act may be called the
Karnataka Cooperative Societies (Amendment) Act, 2016.
(2) It shall come into force at once.

2. Amendment of section 12.- In section 12 of the Karnataka
Cooperative Societies Act, 1959 (Karnataka Act No. 11 of 1959} (hereinafter
referred to as the principal Act), in sub-section (5), the words "In the interest
of such society or" shall be omitted.

3. Amendment of section 18.- In section 18 of the Principal Act, in
sub-section (1}, for the proviso the following shall be substituted with effect
from 6.9.2014, namely:-

"Provided that on or after the Karnataka Co-operative Societies
(Amendment) Act, 2014 the number of associate members under clause (a}
in any co-operative society except employees cooperative society shall not
exceed fifteen percent of the total regular membership.”

4. Amendment of section 18B.- In section 18B of the Principal Act,
after clause(i} the following shall be inserted namely:-

"in case of amalgamation or re-organization or division of Co-
operative Societies he may continue to represent such society until such



amalgamated, reorganized or divided Society withdraws his representation
by resolution."

5. Amendment of section 28A.- In section 28A of the Principal Act,-
(1} in sub-section (2),-

(i} for the words, "not less than eleven”, the word, " not less
than thirteen" shall be substituted;

(i1} in clause {i},-

(a) in item (a), for the word "eleven", the word "thirteen"
shall be substituted;

(b) in item (b}, for the words "thirteen ", the words "fifteen"
shall be substituted; and

{c) in item (c¢), for the word "fifteen”, the word "seventeen"
shall be substituted.

(2) in sub-section (3), for clause (i) the following shall be
substituted, namely:-

"(j one seat to be filled by election, in favour of the person
belonging to the Scheduled Castes and one seat to be filled by
election, in favour of the person belonging to the Scheduled
Tribes;

6. Insertion of new section 29H.- After section 29G of the Principal
Act, the following shall be inserted, namely:-

"29H. Motion of no-confidence against office-bearer.- {1} A motion of no
confidence against an office bearer may be moved only after two years of his
assumption of office. In case, the motion of no confidence is once defeated,
a fresh motion shall not be introduced within one year thereafter. No
motion of no confidence shall be moved unless there is a request from not
less than one-third of the elected members of the board of a Co-operative
Society concerned.

(2) An office bearer of a Co-operative Society shall be deemed to have
vacated his office forthwith if a resolution expressing want of confidence in
him is passed by a majority of two third of the total number of elected
directors of a Co-operative Society at a meeting specially convened for the
purpose.



{3) The procedure for no confidence motion shall be as prescribed. "
7. Amendment of section 63.- In section 63 of the Principal Act,-
() in sub-section (13), the following shall be inserted at the end,
namely:-
"The result of the re-audit shall be incorporated by the co-
Operative soclety in the next audit report to be issued.”

(ii) in sub-section (13-A) for the words "three years" , the words "five

years" shall be substituted.

8. Amendment of section 70.- In section 70 of the Principal Act, in
sub-section {2), after clause (b}, the following shall be inserted, namely:-

"{c) any dispute arising in connection with the election of a President,
Vice-President or any office-bearer or Member of board of the society.”

9. Amendment of section 108.- In section 108 of the Principal Act,
for the words, "an appeal has been made to" the words "an appeal as been
made and pending before" shall be substituted.

10. Substitution of Section 132. ~ For section 132 of the principal
Act, the following shall be substituted, namely:-

"132. Power to remove difficulties.— If any difficulty arises in giving effect
to the provisions of this Act, the State Government may, by notification in
official Gazette, make such provisions not inconsistent with the provisions of
this Act, as appear to it to be necessary or expedient for removing of
difficulty."



STATEMENT OF OBJECTS AND REASONS

It is considered necessary to amend the Karnataka Co-operative

Societies Act, 1939 to provide for,-

(1)

(1)

(111)

(iv)

v)

enhancement of the maximum number of members of Board
co-operative societies to accommodate separate membership
for persons belonging to the Scheduled Castes or Scheduled
Tribes;

continuation of Directorship of primary society in Apex/
Federal society till their membership is withdrawn by
resolution by the amalgamated or divided or reconstituted
society;

motion of no confidence against office bearer in cooperative
societies;

clarity regarding the powers of the State Government in
respect of revision petitions;

removal of difficulty in bringing the provisions of the Act into
force; and

certain consequential amendments are also made.

Hence the Bill



FINANCIAL MEMORANDUM

There is no extra expenditure involved in the proposed
Legislative measure.

H.S MAHADEVA PRASAD
Minister for Co-operation and
Sugar

S.Murthy
Secretary (I/C)
Karnataka Legislative Assembly



ANNEXURE

Extract from the Karnataka Co-operative Societies Act, 1959
(Karnataka Act No. 11 of 1959)

XX XX XX

12. Amendment of bye-laws of a co-operative society.- XX
XX XX

(5) If it appears to the Registrar that any amendment of the
byelaws of a Co-operative Society is necessary or desirable in the
interest of such society or to give effect to the provisions of the Act
made thereunder, the Registrar may, by order, may direct the Co-
operative Society, to make Co-operative Societies 43 the amendment
proposed by him in such manner as may be prescribed and within
such time as he may specify.

XX XX XX
18. Nominal or associate members.- XX XX XX

“Provided that the number of associate members under clause
(@) in any Co-operative Society shall not exceed fifteen percent of the
total membership of the society. However, in case of Co-operative
Societies already having more than fifteen percent of their total
membership as associate members, the excess associate members
shall be either made as member, if eligible under the section 16 or
shall be removed from the associate membership within six months
from the date of commencement of the Karnataka Co-operative
Societies (Amendment) Act, 2014."

XX XX XX
18-B. Cessation of directorship.- XX XX XX

(i) he ceases to be a director of the primary or secondary
Cooperative Society which he represents; or

XX XX XX

28A. Management of co-operative societies vest in the board.-
XX XX

(2) The *board* of a co-operative society shall consist of not less
than eleven but not exceeding the number of members specified below
excluding the Chief Executive, namely:—

(I} in case of a primary society and a secondary society whose area
of operation extends to,-

(a) a part of taluk, eleven members;
(b) whole of taluk, thirteen members;

(c} beyond a taluk but not beyond a district, fifteen members:
Provided also that in case of Urban Cooperative Banks having



area of operation not beyond a district the maximum number
shall not exceed seventeen members.

XX XX XX

(3) In the board of every cooperative society there shall be
reserved:—

(i) one seat to be filled by election, in favour of the persons
belonging to the Scheduled Castes and Scheduled Tribes;

XX XX XX
63 Audit.- XX XX XX

(13) If it appears to the State Government on an application by a
cooperative society or otherwise that it is necessary or expedient to re-
audit the accounts of a society, the State Government may, by an
order provide for such re-audit and the provisions of the Act, and the
rules applicable to the audit shall also apply to such re-audit.
Provided that such re-audit shall be ordered only when there is a
prima-facie case of fraud or mis-appropriation or embezzlement of
funds not detected or properly examined by the auditor or auditing
firms during regular audit or misclassification of accounts or for any
other valid reasons with a view to truly reflect the financial position of
the society.

(13A)- Notwithstanding anything contained in the preceding
subsections, the Director of Co-operative Audit subject to the approval
of State Government shall have power to re-examine or re-verify
particular account or accounts of the audited accounts of any Co-
operative Society pertaining to preceding three years and instruct the
concerned auditor to rectify the lapses observed during such re-
examination or re-verification in the next audit report to be issued.

XX XX XX

70. Disputes which may be referred to Registrar for
decision.- XX XX XX

(2) For the purposes of sub-section (1), the following shall be
deemed to be disputes touching the constitution, management or the
business of a cooperative society, namely:—

(a) a claim by the society for any debt or demand due to it from
a member or the nominee, heirs or legal representatives of a deceased
member, whether such debt or demand be admitted or not;

(b) a claim by a surety against the principal debtor where the
society has recovered from the surety any amount in respect of any
debt or demand due to it from the principal debtor, as a resuit of the
default of the principal debtor whether such debt or demand 1s
admitted or not;

XX XX XX



108. Powers of revision of State Government.- Subject to the
provisions of section 108A, the State Government suo motu at any
time, and, on application of any person aggrieved, within a period of
six months from the date of any order, may call for and examine the
record of any case or proceedings of any officer subordinate to it
except those subject to appeal or revision by the Tribunal or those in
respect of which an appeal has been made to the State Government or
other authorities under section 106 and the State Government after
such enquiry as it deems fit is satisfied that the order of the officer is
contrary to law and has resulted in a miscarriage of justice, pass such
orders thereon as the State Government deems just:

XX XX XX

132. Power to remove difficulties.- (1) If any difficulty arises in
giving effect to the provisions of this Act or clarifications if any in
consequence of the transition to the said provisions from the
provisions of the Acts in force immediately before the commencement
of this Act, the State Government, may, by notification in the official
Gazette, make such provisions as appear to it to be necessary or
expedient for removing the difficulty.

(2) If any difficulty arises in giving effect to the provisions of this
Act (otherwise than in relation to the transition from the provisions of
the Acts in force before the commencement of this Act), the State
Government may by nofification make such provisions, not
inconsistent with the purposes of this Act, as appear to it to be
necessary or expedient for removing the difficulty.

XX XX XX
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