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TP
KARNATAKA LEGISLATIVE ASSEMBLY
FIFTEENTH LEGISLATIVE ASSEMBLY
NINTH SESSION
(Adjourned Meeting)

THE KARNATAKA CO-OPERATIVE SOCIETIES (AMENDMENT) BILL, 2021
(LA Bill No. 22 of 2021)

A Bill further to amend the Karnataka Co-operative Societies Act, 1959,

Whereas, it is expedient further to amend the Karnataka Co-operative Societies Act,
1959 (Karnataka Act No.11 of 1959) for the purpose hereinafter appearing.

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

1. Short title and commencement.- (1) This Act may be called the Karnataka
Co-operative Societies (Amendment) Act, 2021.

(2) It shall come into force at once.

2. Amendment of section 2.- In the Karnataka Co-operative Societies Act, 1959
(Karnataka Act No.11 of 1959) hereinafter referred to as the principal Act), in section 2, for
clause (e-1-a) the following shall be substituted, namely:-

“(e-1-a) “Delegate” means a Director of a Co-operative Society appointed by the
Board to represent that Co-operative society in other Co-operative Society with power to
participate and vote in the general meeting and to contest or propose or second in the
election of the Co-operative society to which he is appointed as delegate.”

3. Amendment of section 6.- In section 6 of the principal Act, in sub-section (2),-
(i) for clause (b) the following shall be substituted, namely:-

“(b) Where all the applicants are individuals, the number of applicants shall not be
less than twenty and the applicants shall not belong to the same family; and

(ii) after clause (b) the following shall be inserted, namely:-

“(b~1) where all the applicants are cooperative societies, the number of applicants
shall not be less than thirteen.

Provided that State Government may in special cases permit the applicants co-
operative societies less than thirteen.”

4. Amendment of section 17.- In section 17 of the principal Act,-
(1) in sub-section(1), for clause (f} the following shall be substituted, namely:-

“f) is a paid employee of the society or its financing bank or its union or its federal
society.”
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(1i) for sub-section (2-A), the following shall be substituted, namely:-

“(2-A) If any person is found to be a member or continuing as member in two or more
co-operative societies carrying similar business, it shall be obligatory on his part to retain
membership in any one society of his choice within a period of ninety days from the date of
commencement of the Karnataka Co-operative Societies (Amendment) Act, 2021. If he fails
to do so, his membership shall be deemed to have been ceased in the Co-operative society
to which he is newly admitted.”

5. Amendment of section 20.- In section 20 of the principal Act in sub-section (2),-
(i) in clause (a-iii) for the proviso the following shall be substituted, namely:-

“Provided that nothing in this clause shall apply to member of a society participating
in the first General Body Meeting and the first election of the Board of such society held
immediately after its registration.”

(11) for clause (a-iv) the following shall be substituted, namely:-

“(a-iv) a member, a representative or a delegate who has failed to attend at
least any two annual general meeting out of the last five annual general
meetings duly communicated to him;”

(iii)  for clause (a-v}) except the proviso, the following shall be substituted, namely:-

“(a-v) a member or a representative who has failed to utilize such minimum
services or facilities as may be specified in the Bye-Laws for any two Co-
operative years out of the last five Co-operative years;”

(iv) in proviso to clause (a-v) for the words “three years” the words “one year”
shall be substituted; and

v) in clause (b) in explanation for the words “fifteen days” and “thirty days” the
words  “twenty one days” and “forty five days” shall respectively be
substituted.

6. Insertion of new section 22.- After section 21 of the principal Act, the following
shall be inserted, namely:-

“22. Restrictions on holding shares.- In any cooperative society, no member
other than the Government, or any other cooperative society with the previous sanction of
the state Government, the State Warechousing Corporation or Zilla Panchayath constituted
under the Karnataka Gram Swaraj and Panchayat Raj Act, 1993 (Karnataka Act No 14 of
1993) or any statutory or non-statutory board, committee or corporation shall hold more
than such portion of the total share capital of the society not exceeding five percent thereof
as may be prescribed.”

7. Amendment of section 27A.-In section 27A of the principal Act,-
(i) in clause (a) for the word “three” the word “two” shall be substituted;

(1) in clause (b) after the words “specified in the byelaws” the words “for any two
co-operative years out of the last five co-operative years” shall be inserted; and
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(iiij in the proviso for the words “three years” the words “one year” shall be
substituted.

8. Amendment of section 28.-In section 28 of the principal Act, after sub-
section (2) the following shall be inserted, namely:-

“(3) The quorum for the special general meeting shall be the same as specified
in sub-section (4) of section 27.”

9. Amendment of section 29C.- In section 29C of the principal Act,-

(i) in sub-section (1), in clause (a) after the words “co operative society” the
words “or Souhardha co-operative” shall be inserted;

(i) in sub-section (8), in clause (d) for the words “in cases falling under clauses
(a), (b}, (c) and (d) of this sub-section” the words “in cases falling under
clauses (a), (b), (c) and (d) of this sub-section remove and” shall be
substituted.
10. Amendment of section 29E,- In section 29E of the principal Act, after the
first proviso, the following proviso shall be inserted, namely:-
“provided further that the board may fill up casual vacancy of the board by
nomination out of the same class of members in respect of which the casual vacancy has
arisen till the election is held for such vacancy.”

11. Amendment of section 39AA.- In section 39AA of the Principal Act, in sub-
section (2), for the words “electoral rolls for” the words “electoral rolls and conduct of” shall
be substituted.

12. Amendment of section 39I.- In section 391! of the principal Act,

(1) in sub-section (4) after the words “this section applies are” the words
“the election officers” shall be inserted; and

(ii) after the words “in connection with the” the words “preparation of
electoral roll or” shall be inserted.

13. Amendment of section 68.- In section 68 of the principal Act, in sub-section
(1);-
(ij for the words “The Registrar may” the words “The Registrar shall” shall be
substituted; and

(ii) after the word “disclosed” the words “in the audit report under section 63 or” shall
be inserted.

14. Amendment of section 72.- In section 72 of the principal Act, after sub-section
(5) the following shall be inserted, namely;-

“(6) The process of winding up of a co-operative society under sub-sections (1), (2)
and (5) above, shall be completed within a period of three years from the date of direction
from the Registrar:

Provided that the said period may be extended by the Registrar for the reasons to be
recorded in writing for a further period of one year:

Provided further that the State Government may, on a report made by the Registrar
shall have power to extend the said period, if it is satisfied that, there are genuine grounds
for the extension.”
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15. Insertion of section 128-A.- After section 128 of the Principal Act, the following
shall be inserted, namely;-

“128-A. Constitution of a Common Cadre (1) Notwithstanding anything contained
in this Act, the rules or the bye-laws made there under, where the Registrar in the interest
of the co-operative movement, considers that creation of common cadre of employees in
primary Agriculture credit Co-operative Society which is substantially financed by the
Government or if it is carrying on substantial Government scheme or business of state or
central Government or its undertaking (herein after referred to as affiliated society) is
necessary, he shall authorize District Central Co-operative Bank to which such class of co-
operative societies is affiliated to exercise the power of appointment, transfer and
disciplinary action in respect of chief executive of that co-operative societies as may be
specified by him and make such regulations as may be necessary for carrying out the said
purpose. Where such Federal Cooperative Bank is so authorized by the Registrar, the
affiliated cooperative societies shall not have powers to deal with such categories of
employees except to the extent the regulation may permit.

(2) The Registrar shall have power to require the affiliated agricultural Cooperative
Credit societies to make contribution of such sum every year towards expenditure as the
District Central Cooperative Bank is likely to incur or has incurred for the purpose. If any
co-operative society fails to pay the said sum to such authority as may be specified by the
Registrar and within the time fixed by him the Registrar may on the application of the
authority and after such enquiry as he may consider necessary, make an order requiring
the affiliated co-operative society to pay the amount and every such order shall be
enforceable against the co-operative society as if it were an award under section 71.”

16. Substitution of expression Co-operation Election Authority.- In the principal
Act, for the words “Cooperative Election Commission” wherever they occur, the words
“Cooperative Election Authority” shall be substituted.
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STATEMENT OF OBJECTS AND REASONS

It is considered necessary to amend the Karnataka Co-operative Societies Act, 1959
(Karnataka Act No.11 of 1959) to,-

(a) omit some contradictory provisions regarding voting rights and membership
in section 17 (2A), section 20 (2)(a-v) and proviso to section 27A;

(b) address the issues challenged in the writ petitions filed before Hon’ble High
Court of Karnataka challenging section 20 (2) (a-iv) and (a-v);

(c) inculcate true spirit of democracy in attending general body meetings and
utilization of minimum services of cooperative society and active participation
of members in the management of co-operative societies; and

(d) implement the suggestions made by the Reserve Bank of India to complete the
liquidation process of co-operative bank/societies in time schedule.

Certain consequential amendments are also made to provide clarity.

Hence, the Bill.



FINANCIAL MEMORANDUM

There is no extra expenditure involved in the proposed legislative measure.
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MEMORANDUM REGARDING DELEGATED LEGISLATION

Clause 6: Empowers the State Government to make rules regarding such portion of
the share capital not exceeding five percent of the total share capital of
the society which can be held by a member.

The proposed delegation of legislative power is normal in character.

S.T. SOMASHEKAR
Minister for Co-Operation

M.K. VISHALAKSHI
Secretary (I/c)
Karnataka Legislative Assembly
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ANNEXTURE
EXTRACT FROM THE KARNATAKA CO-OPERATIVE SOCIETIES ACT, 1959

(KARNATAKA ACT 11 OF 1959)

XX XX XX

2. Definitions:-In this Act, unless the context otherwise requires,-

XX XX XX

{e-1-a) delegate means a member of the board of a Co-operative society appointed by the

board to represent that Co-operative Society in other co-operative societies.
XX XX XX

6. Application for registration of co-operative societies.- (1) An application for the
registration of a co-operative society shall be made to the Registrar in such form and after complying
with such formalities as may be prescribed; and the applicants shall furnish to him all such
information about the society as he may require. .

(2) Every such application shall conform to the following requirements, namely:—

(a) the application shall be accompanied by five copies of the proposed bye-laws of the co-
operative society;

(b) where all the applicants are individuals, the number of applicants shall not be less than
ten;

(c) every one of the applicants who is an individual shall be above the age of eighteen years
and the applicants shall not be members of the same family;

Explanation.—For the purpose of this clause family in relation t o a person means an
individual, wife or husband, as the case may be, and their dependent children and parents;

(d) where the objects of the co-operative society include the creation of funds to be lent to its
members and where all the applicants are individuals, the applicants shall reside in the same village
or town or in the proposed area of operation of the co-operative society or belong t o the same class
or pursue the same occupation;

(e) the application shall be signed by every one of the applicants who is an individual and by
a person duly authorized on behalf of any co-operative society which is an applicant.

(f) the application shall be accompanied by such fee as may be prescribed and different fees
may be prescribed for different class or classes of co-operative societies.

(g) in the case of the ¢ o-operative which intends to convert itself into a Co-operative Society
under this Act, the application shall be accompanied by a resolution of the general meeting of such
Co-operative approving such conversion

XX XX XX

17. Disqualification for membership.- (1) No person shall be eligible for admission as a
member of a co-operative society, if he,-

{a) has applied to be adjudicated an insolvent or is an undischarged insolvent; or
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(b) has been sentenced for any offence, other than an offence of a political character or an
offence not involving moral turpitude, such sentence not having been reversed or the offence
pardoned and a period of five years has not elapsed from date of expiry of the sentence.

(c) carries on business of the kind carried on by such co-operative society;

(d) is already a member of a ¢ o-operative society carrying on business of the same kind as
itself;

(e) is not eligible for membership under section 16;

(f) is a paid employee of the society or of its financing bank; or

{2} If a member becomes subject to any of the disqualifications specified in subsection (1), he
shall be deemed to have ceased to be a member from the date when the disqualification was
incurred.

(2A) If a member fails to fulfill his obligations as a member under the Act, rules or bye-laws,
for a continuous period of three years, he shall, on the expiry of such period, cease to be a member.

XX XX XX

20. Votes of members.- (1) No member, no representative or no delegate of a society shall
have more than one vote in the general meeting or in the election of the members of the board of the
co-operative society.

{(2) The following shall not have the right to vote at a general meeting or an election of the
members of the board of the co-operative society in which they are members, namely:—

(a) a nominal or associate member;
(a-i) an individual member who is a defaulter;

(a-ii) members admitted as per clauses (d), (e), () and (g) of sub-section (1) of section 16, who
are defaulters;

(a-iii) a person who has become member of a society not later than twelve months prior to the
date of such meeting or election

Provided that nothing in this clause shall apply to a person of a society participating in the
first general body meeting of such society held immediately after its registration;

(a-iv) a member, a representative or a delegate who has failed to attend three general meetings
out of the last five general meetings;

(a-v} a member or a representative who has failed to utilize such minimum services or facilities
in a co-operative year as may be specified in the byelaws for three consecutive cooperative years.

Provided that in case of members in sub-clauses (a-iv] and (a-v}, such members shall not have
the right to vote at a general meeting or an election of members of the board for a period of three
years.

(b) a co-operative society,—
{i) the board of which stands superseded or to which a special officer is appointed under
section 31 of the Act;

(ii) which is ordered to be wound up under section 72;

(iii) which has not commenced working or has ceased to work;
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(iv) whose principal object is to advance loans and whose percentage of recovery is, -

{a) less than fifty percent of its total demand for the Co-operative year immediately preceding
the Co-operative year during which the meeting or election is held or;

(b) which fails to pass on to the financing bank or the credit agency, as the case may be, fifty
percent of the demand or the entire portion of the recovered amount of the demand of the financing
bank or credit agency, whichever is higher, at least fifteen days before the date of the general
meeting or the date of election, after a notice of not less than thirty days in this regard has been
issued to that society

(v} other than the society referred t o in sub-clause (iv), which is a defaulter;

Explanation.—A member shall be deemed to be a defaulter if he has failed to pay the arrears
of any kind due by him to the society as borrower, or has failed to pay any other amount due by him
to the society at least fifteen days before the date of the general meeting or the date of election of the
members of the board after a notice of not less than thirty days in this behalf has been issued to
him.

22. XX x
XX XX XX

27A Participation of members in the management.- Every member of a cooperative society
shall participate in the management of the society,-

(a) by attending three out of the last five annual general meetings;

(b) by utilizing every year such minimum services or facilities offered by the society as may be
specified in the byelaws.

Provided that if a member fails to utilize the minimum services or fails to attend the
minimum meetings, he shall lose his right to vote, for a period of three years.

XX XX XX

28. Special general meeting.- (1) The board of a co-operative society may, at any time, call a
special general meeting of the society and shall call such meeting within one month after the receipt
of a requisition in writing from the Registrar or from one fifth of the total number of members to
transact a specified business.

(2) If a special general meeting of a co-operative society is not called in accordance with the
requisition referred to in sub-section (1), the Registrar or any person authorized by him in this
behalf, shall have the power to call such meeting and that meeting shall be deemed to be a meeting
called by the board and shall have power to transact all business which can be transacted at the
annual general meeting under the bye-laws of the society and such other business as is specially
mentioned in the requisition made by the Registrar.

XX XX XX

29C. Disqualification for membership of the board.- {1) No person shall be eligible for
being elected or appointed or continued as a member of the board of any co-operative society, if,-

(@) he is in default to that society or any other co-operative society in respect of any dues
from him as borrower;

XX XX XX
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(8) If any member of a board of a co-operative society during the term of his office,-

(a) becomes subject to any disqualifications specified in sub-sections (1), (2) and (5); or

(b) has acted or has been acting fraudulently or with gross negligence or in contravention of
the provisions of this Act, the rules or the bye-laws of the co-operative society or without the
sanction of the board of the co-operative society where such sanction is necessary or contrary to the
resolution of the co-operative society or its board or in any way prejudicial to the interest of the co-
operative society; or

(c) has acted or has been acting persistently against the directions or orders issued under

this Act, rules or bye-laws; or

(d) is not discharging his duties satisfactorily; the Registrar may either on a report made to
him or otherwise, by order remove such member, and in cases falling under clauses (a), (b), (c) and
(d) of this sub-section disqualify him from holding any office in the co-operative society for such
period not exceeding five years, as may be specified in such order:

Provided that no order shall be made under this sub-section unless a reasonable opportunity
of being heard, is given to the person against whom the order is to be made.

XX XX XX

29E. Filling up of casual vacancy in the office of members of the board.- Any vacancy in
the office of members of the board of a co-operative society by reason of death, resignation, removal
or otherwise, shall be filled up in such manner as may be specified in the bye-laws of such society.

Provided that the cooperative election commission shall conduct the election to fill up any
vacancy in the office of the director of the board if the remaining term of office of the board is more
than half of its original term.

Provided further that the board may fill up a casual vacancy on the board by nomination out
of the same class of members in respect of which the casual vacancy has arisen, if the remaining
term of office of the board is less than half of its original term

Provided also that, if the board fails to fill up such casual vacancy within three months of the
date of occurrence, the Registrar shall fill up through nomination

XX XX XX

39AA Co-operative Election Commission.- (1)The St at e Government shall, by notification in
the Official Gazette, constitute a Cooperative Election Commission consisting of a cooperative
election commissioner and a secretary.

(2) The superintendence, direction and control of the preparation of the electoral rolls for all
elections to the Co-operative Societies in the Stat e shall be vested with the Co-operative Election
Authority.

XX XX XX

391. Breaches of official duty in connection with election.- If any person to whom this
section applies is without reasonable cause guilty of any act or omission in breach of his official
duty, he shall, on conviction be punished with fine which may extend to five hundred rupees.

XX XX XX

(4) The persons to whom this section applies are the returning officers, assistant returning
officers, presiding officers, polling officers and any other person appointed to perform any duty in
connection with the receipt of nomination or withdrawal of candidature or the recording or counting
of votes at an election and the expression “official duty” shall for the purpose of this section be
construed accordingly, but shall not include duties imposed otherwise than by or under this Act.
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XX XX XX

68. Order by the Registrar.- (1) The Registrar may make an order directing the co-operative
society or its office bearers to take such action as may be specified in the order within the time
mentioned therein to rectify the defects and remedy the irregularities disclosed in the inquiry under
section 64 or inspection under section 65 and 65B.

XX XX XX

72. Winding up of co-operative societies.- (1) If the Registrar after an audit has been
conducted under section 63 or an inquiry has been held under section 64 or an inspection has been
made under section 65 or on receipt of an application made by not less than three-fourths of the
members of a co-operative society, is of opinion that the society ought to be wound up, he may, after
giving the society an opportunity of making its representation, issue an order directing it to be
wound up.

(2) The Registrar may, of his own motion, make an order directing the winding up of a
cooperative society,—

(a) where the number of members of the society has been reduced to less than the minimum
number required for registration of the co-operative society; or

(b) where the co-operative society has not commenced working 2 [within a period of six
months of the date of its registration or has ceased to function for six months or

(c) where the co-operative society has ceased to comply with the conditions imposed by or
under this Act regarding registration and management.

(3) The Registrar may cancel an order for the winding up of a co-operative society, at any
time, in any case where, in his opinion, the society should continue to exist.

(4) Notwithstanding anything contained in this section, no co-operative bank shail be wound
up or an order for winding up shall be cancelled except with the previous sanction in writing of the
Reserve Bank.

(5) Notwithstanding anything in this section, the Registrar shall make an order for the
winding up of a cooperative society, if the general body of the society, by a resolution passed by two
thirds majority of the members present and voting in a general meeting decides for the winding up of
that society

XX XX XX
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