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                PREFACE 

         
I, the Chairman, Standing Committee on Agriculture having been authorised by 

the Committee to submit the report on their behalf, present this Twenty Fourth Report on 
the `Multi-State Cooperative Societies Bill, 2000’ which was referred to this Committee 
by the Hon’ble Speaker, Lok Sabha for examination and Report. 

2.  The Standing Committee on Agriculture was constituted on 1st January, 2001.  
One of the functions of the Standing Committee as laid down in Rule 331E (1) (b) of the 
Rules of Procedure and Conduct of Business in Lok Sabha is   to examine such bills 
pertaining to the concerned Ministries/Departments as are referred to the Committee by 
the Chairman, Rajya Sabha or the Speaker, as the case may be, and make reports 
thereon.  In pursuance of this rule Hon’ble Speaker referred the ‘Multi-State Cooperative 
Societies Bill, 2000’ to the Committee on 15th September, 2000 for Examination and 
Report. 
 
3. The Committee held a briefing meeting with the representatives of the Ministry of 
Agriculture Department of Agriculture and Cooperation on 3rd May, 2000.   Thereafter, 
they considered the memoranda received from various experts/NGO/ Farmers 
organizations in the field of agriculture.   The Committee heard the views of the 
following experts in person and discussed the Bill in detail on 11th and 20th June, 2001: 
 

(i) Dr. V. Kurien-Chairman, National Co-operative Dairy Federation of India 
Ltd. 

(ii) Dr. S.S. Sisodia-President, National Cooperative Union of India 
(iii) Smt. Shashi Rajgopalan-Advisor, Co-operative Development Foundation 
(iv) Shri L.C. Jain-Former President, Indian Co-operative Union 
(v) Shri B.S. Vishwanathan-President, the Karnataka State Co-operative 

Agriculture and Rural Development Bank Ltd. 
(vi) Shri Rahmatullah Ansari-President, All India Handloom Fabrics Marketing 

Co-operative Society Ltd. 
(vii) Shri P.K. Grover-Gulbhar Handloom Production cum sale Co-operative 

Industrial Society Ltd. 
4. The Committee took evidence of the representatives of the Ministry of Agriculture, 
Department of Agriculture and Cooperation on 10th July, 2001 and Ministry of Law, 
Justice & Company Affairs, Department of Legal Affairs on 19th July, 2001.  The 
Committee wish to express their thanks to officers of the Department of Agriculture and 
cooperation and Department of Legal Affairs for placing before them, the material and 
information which they desired in connection with the examination of Multi-State 
Cooperative Societies Bill, 2000 and for giving evidence before the Committee.    
 
5. The Committee also benefited from the views/suggestions of individuals/NGO 
and express their thanks to all of them who furnished memoranda and  who tendered 
evidence before the Committee as referred to in Para 3 above. 

 



6. The Committee considered and adopted the Report at their sitting held on 16th 
August, 2001.   
         
         
 New Delhi;             S.S.Palanimanickam 
 16th August, 2001                                  Chairman, 
25 Shravana, 1923 (Saka)    Standing Committee on Agriculture 
       
 
, 



DRAFT REPORT ON  
MULTI STATE COOPERATIVE SOCIETIES BILL, 2000 

 
 
1.1 The Multi-State Cooperative Societies Bill, 2000 was introduced in Lok Sabha on 
24.11.2000 and referred by the Speaker Lok Sabha to the Standing Committee on 
Agriculture for examination and report.  This Bill proposes to replace the Multi-State 
Cooperative Societies Act, 1984. 
Review of Cooperative Legislation 
1.2 Giving an account of the history of co-operative legislation in the country, the 
Department of Agriculture & Cooperation in a note informed that the Co-operative 
legislation in the country commenced with the enactment, by the Government of India, of 
the Cooperative Credit Societies Act, 1904, to facilitate the formation of primary credit 
societies.  The Act of 1904 did not provide for organisation of non-credit Societies nor 
did it contemplate federal organisation.  The Cooperative Societies Act, 1912 attempted 
to remove these lacunae by providing for formation of non-credit Societies and also 
federal cooperative organisations.  Under the Government of India Act, 1919, the subject 
of Cooperation was transferred to the then Provinces, which were authorised to enact 
their own cooperative laws.  Bombay gave a lead in this regard and passed a new Act, 
which came into force in 1925.  It was followed by Madras, Bihar, Orissa and Bengal 
which passed their own Acts in 1932, 1935 and 1940 respectively.  Although new laws 
were thus enacted in these states, the essential features of the 1912 Act were still retained 
in each one of them.  Under the Government of India Act, 1935 Cooperatives remained a 
provincial subject. 
1.3 To facilitate the organization and functioning of the Cooperative Societies having 
jurisdiction in more than one State, the Government of India enacted the Multi Unit 
Cooperative Societies Act, 1942.  The Act of 1942 was an enabling instrument dealing 
with the incorporation and winding up of Cooperative Societies having jurisdiction in 
more than one State. With the emergence of National Federations of Cooperative 
Societies in various functional areas and to obviate the fact that the same types of 
Cooperative Societies were being governed by different laws (Cooperative Societies Acts 
of respective States in which the principal place of business of such Society was located), 
the need was felt for a comprehensive central legislation to consolidate the law governing 
Cooperative Societies having jurisdiction in more than one State.  The Parliament, 
therefore, under the entry No. 44 of the union list of the Constitution of India, enacted the 
Multi-State Cooperative Societies Act, 1984. 
 Choudhary Brahm Perkash Committee 
1.4 In view of the increasing demand from Cooperatives that they be allowed to 
function as truly autonomous bodies without undue governmental intervention, the 
Planning Commission in 1990 appointed a Committee under the Chairmanship of 
Chaudhary Brahm Perkash.  The Committee submitted its Report in May, 1991.  The 
Committee examined the provisions of existing Cooperative Societies Act and felt that 
some provisions of these Acts were restrictive in nature.  With a view to promoting 
independent and autonomous functioning of the Cooperative Societies, the Committee 
recommended, inter alia, a Model Cooperatives Act with the aim of giving a genuine 



character to Cooperative Societies with the deletion of restrictive provisions and to 
facilitate the building of an integrated Cooperative Structure. 
1.5 Salient features of the Brahm Perkash Committee Report are as under : 

(a) Statement of State Policy on Cooperatives and the principles of 
cooperation to be incorporated in the legislation. 

(b) Simplified procedure for registration of a cooperative society. 
(c) No rule making power to the government 
(d) No power to the Registrar or the Government in respect of : 

(i) Supresession of the Board of Directors; 
(ii) Compulsory amalgamation or division of societies; 
(iii) Compulsory amendment of bye-laws; 
(iv) Power to veto/rescind/annul the resolutions of societies; 
(v) Power to issue directives; 

(e) Cooperative federations/Unions to assume greater responsibilities 
(f) Limited role of the Registrar; 
(g) Prohibition on accepting funds from the Government by way of equity; 
(h) Board of Directors to be accountable for timely conduct of elections, audit 

and general body meetings; 
(i) Government Officials not to work in cooperatives; 
(j) Constitution of cooperative tribunals. 

Mirdha Committee 
1.6 The Department of Agriculture and Cooperation (DAC) constituted an Advisory 
Committee on Cooperation under the Chairmanship of Shri R.N. Mirdha (hereinafter 
called the Mirdha Committee) in September, 1996 to advise the Central Government on 
matters relating to the policy to be adopted to ensure the autonomous working of the 
cooperatives, enabling them to function as democratically and professionally managed 
bodies. 
1.7 The Mirdha Committee examined the issue of amendment/replacement of the 
MSCS Act and presented its Report in December, 1996.  Keeping in view the 
recommendations of the Committee, the Model Cooperatives Act suggested by it, and its 
discussions with eminent Cooperators, National Level Cooperative Organizations, 
agencies engaged in the promotion of the Cooperative Movement in the country, etc., the 
Mirdha Committee submitted its detailed recommendations on the proposal of the 
Department of Agriculture & Cooperation to amend/replace the MSCS Act.  
1.8 On the basis of recommendations of Mirdha Committee and Model Cooperative 
Act, the Department of Agriculture & Cooperation prepared a draft note which was 
considered by Committee of Secretaries and Cabinet. 
1.9 The Bill was subsequently introduced in Lok Sabha on 24.11.2000 and referred to 
the Standing Committee on Agriculture by Hon’ble Speaker for examination and report. 
1.10 In order to have a thorough examination of the Bill, the Committee invited the 
comments from the experts/NGOs/Farmers’ Organisations in the field.  The Committee 
heard the views in person of the following eminent personalities in the area and discussed 
the various aspects of the Bill at length. 
 
1. Dr. V. Kurien  - Chairman, National Co-operative Dairy Federation 

of India Ltd.  



 
2. Dr. S.S. Sisodia - President, National Cooperative Union of India. 
 
3. Smt. Shashi Rajgopalan- Advisor, Cooperative Development Foundation. 
 
4. Shri L.C. Jain  - Former President, Indian Cooperative Union. 
 
5. Shri B.S. Vishwanathan- President, The Karnataka State Cooperative  
     Agriculture and Rural Development Bank Ltd. 
 
6. Shri Rahamatullah  - President, All India Handloom Fabrics Marketing  

Ansari    Cooperative Society Ltd. 
 
7. Shri P.K. Grover - Gulbhar Handloom Production cum sale  
     cooperative Industrial Society Ltd. 
 
1.11 Thereafter, the Committee took oral evidence of the representatives of Ministry of 
Agriculture, Department of Agriculture and Cooperation and Ministry of Law, Justice 
and Company Affairs, Department of Legal Affairs in order to discuss the legal 
implications of the suggestions. 
1.12 The statement of Objects and Reasons of the Bill, states as follows:  

“In view of the increasing demand of co-operative societies for more autonomy 
and democratic management with less control from the Central or State Government, a 
Committee under the Chairmanship of Choudhary Brahm Perkash was set up.  The report 
of the said Committee suggested a model co-operative law.  Based on the said report, it is 
proposed to replace the existing Multi-State Co-operative Societies Act, 1984 by 
enactment of the proposed legislation, namely, the Multi-State Co-operative Societies 
Bill, 2000. 
 The object of this Bill is to remove the restrictive provisions in the existing Multi-
State Co-operative Societies Act, 1984 in order to provide functional autonomy and 
democratic management of multi-State co-operative societies.  This is being ensured by 
deleting the provisions of the existing Act relating to restrictions on the term of office 
bearers of multi-State co-operative societies, prior approval of the Central Registrar for 
amalgamation, and for transfer of assets and liabilities or division of multi-State co-
operative societies.  The Central Government’s power to give directions to and order 
supersession of the Boards of the multi-State co-operative societies have been restricted 
to such multi-State co-operative societies in which not less than fifty-one per cent, of the 
paid-up share capital or of total shares is held by the Central Government.  This has been 
done in order to safeguard public interest”. 
1.13 The Committee find that the objective of the Bill as provided in the 
Statement of Objects and Reasons are commendable and a step in the right 
direction.  It recognizes that removal of restrictive provisions is essential to pave the 
way for democratic management of cooperatives by their members.  Democratic 
management and autonomy are the essence of cooperation and this should be fully 
protected. 



1.14 The Committee after making a detailed examination of the Bill, however, 
find that preamble and some of the clauses of the Bill are restrictive in nature and 
are not consistent with the objects and reasons of the Bill.  They wish the 
recommendations of the Committee on some of the clauses of the Bill as enumerated 
in the succeeding paragraphs be suitably incorporated in the Bill. Subject to the 
amendments in the subsequent paragraphs, the Committee endorse the Multi-State 
Cooperatives Bill and desire the Government that the amended Bill be placed in the 
Parliament at the earliest. 
Preamble:  
1.15 Preamble of the Bill states:- 
 “A BILL to consolidate and amend the law relating to co-operative societies, with 
objects not confined to one State and serving the interests of members in more than one 
State, to facilitate the voluntary formation and democratic functioning of co-operatives as 
people’s institutions based on self-help and mutual aid and to enable them to promote 
their economic and social betterment and for matters connected therewith or incidental 
thereto.” 
1.16 The Committee noted that the preamble does not indicate `facilitating of 
autonomous functioning of cooperatives’ whereas the Statement of Objects and Reasons 
states that the object of the Bill is to remove the restrictive provisions in the existing 
Multi-State Cooperative Societies Act, 1984 in order to provide functional autonomy and 
democratic Management of Multi-State Cooperative Societies. 
1.17 When asked, as to why the word `autonomous’ has not been included in 
Preamble, the Department of Agriculture and Cooperation stated that inclusion of the 
word autonomous in the Preamble of the Bill might create ambiguity in interpretation of 
the different provisions of the Act in case of a dispute in a court of Law.  During 
evidence, the Secretary, Department of Agriculture & Cooperation clarified: 
 “Some restrictive provisions have been put in the interest of the working of the 
co-operative societies and its members.  For example, provisions relating to audit, 
inspection, elections are there.  They did not leave the total autonomy to the society.  
Therefore, we thought that if we say `autonomy’, it really means, there would be total 
autonomy and there won’t be restrictions of any kind, whereas intentionally in the interest 
of members and the working of the society, some provisions have been put which do 
impose certain restrictions on the working of the society.” 
1.18 In this connection, the Committee desired to have the considered views of the 
Secretary, Department of Legal Affairs.  He clarified during the oral evidence that there 
was no legal objection to it.  Inclusion of word `autonomous’ in the Preamble would not 
give rise to any legal complications or any sort of ambiguity in the interpretation of 
provisions of the Act as it would convey no meaning other than `functional autonomy’ as 
envisaged under the Statement of Objects and Reasons. 
1.19 The Committee are unable to understand the reluctance of the Department 
of Agriculture & Cooperation regarding adding the word `autonomy’ in the 
Preamble of the Bill.  The objective of the Bill is to provide autonomy to the 
functioning of cooperatives.  The Committee feel that it should be reflected in the 
Preamble also.  They, therefore, recommend that suitable amendment should be 
made in the Preamble to reflect the autonomous functioning of the Cooperatives as 
one of the endeavours of the Government. 



Clause 7(1)(d) 
1.20 Clause 7(1) (d) states that a Multi-State Cooperative may be registered if there is 
no other multi-state cooperative society having similar area of operation and identical 
objects. 
1.21 When enquired as to what was the need for this restriction, as the competition 
between two societies ultimately results in better services to the members of the Multi-
State Cooperative Societies, the Ministry in a written reply stated that, “This restriction is 
proposed to avoid unhealthy competition between societies working in the same area of 
operation with identical objects.  Registration of more than one society in the same area 
might create the problem of viability of such societies.  This provision is there in the 
existing Act also.” 
1.22 All the non-official experts who appeared before the Committee have opined that 
this provision is absolutely unnecessary and unwarranted. Dr. Kurien, Chairman, 
National Cooperative Dairy Federation of India Limited in this connection has given his 
views as follows :-  
 “The Bill stipulates that a Multi State Cooperative Society may be registered only 
if the Central Registrar is satisfied that there is no other Multi State Cooperative society 
having similar area of operations and identical objects.  This restriction is unreasonable 
and inconsistent with the laws governing other types of enterprises.  Therefore, the 
provision relating to any restriction in the registration of cooperatives on account of 
duplicity or overlap in the area of operation should be deleted.”    
1.23 The Secretary, Department of Agriculture & Cooperation during evidence on this 
point stated that in some sugar cooperatives and spinning mill cooperatives, it would 
create difficulties, if there were more than one society in an area.  But in some cases like 
primary agricultural societies, it was possible. 
1.24 The Committee do not agree with the contention of the Department.  They 
feel that this is an unduly restrictive provision.  It creates monopoly, and monopolies 
have never served public interest.  The Committee are strongly of the view that a 
healthy competition among societies can lead to better services to the members and 
will also result in wider coverage of population and helping the cooperative 
movement to grow.  It will also benefit overall development of the cooperative 
system, which is the essence of this bill.  Therefore, the Committee strongly 
recommend that Clause 7(1)(d) be deleted. 
 
Clause 25 and 35(1) 
1.25 The Clause 25 (c) & (d) stipulates the Membership of cooperatives to Central and 
State Governments. 
1.26 According to the Department in order to promote cooperative movement the 
Government may subscribe to the share capital of a multi-state cooperative society.  In a 
number of national cooperative societies, the Central Government is holding more than 
51% equity. 
1.27 Clause 35(1) states that “Shares held in a multi-State co-operative society by any 
of the authorities referred to in clauses (c) to (g) of sub-section (1) of section 25 shall be 
redeemable in accordance with the bye-laws of such multi-State co-operative society and 
in a case where the bye-laws do not contain any provision in this regard, in such manner 
as may be agreed upon between the multi-State co-operative society and such authority.” 



1.28 The Committee enquired, whether a provision can be included in the Bill that `if 
any multi-State cooperative society wishes to return the Government share capital, it shall 
take it back’, the Ministry stated that the provision of Clause 35(1) was reasonably 
sufficient to protect the rights of multi-State cooperative society to redeem its equity and 
there was no need to add any other clause.  The Department of Legal Affairs in this 
connection drew the attention of the Committee to the Section 77(a) of Companies Act 
1956, which provided buy-back of the share only subject to the consent of share holders.  
They further opined that to deprive Government of its share through mandatory 
legislative process may not be ultimately in the public interest. 
1.29 The Committee are not in agreement with the views of the Government in 
this regard.  The basic concept and idea behind the co-operative movement  is the 
welfare of its members and it is not an investing  body.  In the opinion of the 
Committee, unlike the companies, here the Government is  only the facilitator  for 
the society to help them improve their affairs.   Once the society has become self-
sufficient and capable enough to manage their own affairs, the Government should 
withdraw their shareholding in the larger interest of the Cooperative  Society.  
Therefore, the Committee strongly recommend that a suitable provision be 
incorporated in Clause 35(1) to help the societies which want to redeem the 
Government share capital and it should be obligatory on the part of the 
Government to take it back if and when the society so desires. 
Clause 41(3) 
1.30 Clause 41(3) provides that the maximum number of directors in no case shall 
exceed 21.  It may be noted that even in existing Act there is no such restriction.  The 
Department justifying the need for such a provision in a note stated that, “In many 
national cooperative societies the number of members of Board of Directors is very large.  
Board of Directors is a decision making body for the management of a society. In order 
to discharge its functions effectively it should be more manageable.  It was, therefore, felt 
necessary to rationalize the size of the Board of Directors to make it a more functional 
and efficient body.” 
1.31 When asked about the legal implications of this Clause, the Secretary, Department 
of Legal Affairs during evidence opined: 
 “The maximum number of directors as provided in clause 41(3) will not lead to 
any legal problems as it is not necessary that each State or each area should be 
represented in the Board of Directors.  However, fixing of maximum number of Board of 
Directors is a matter of policy.” 
1.32 While appreciating the Ministry’s viewpoints, the Committee feel that 
restricting the number of Directors to 21 may lead to non representation of some 
areas in the Board of Directors.  This could happen in cases of Federal societies and 
National Cooperative Societies where representation should be given to each 
State/Area.  Although there may not be any legal requirement, but the societies 
should provide due representation to all the areas/sections, for its democratic 
functioning.  The Committee, therefore, recommend that the Government should 
remove this restriction of maximum number on the Board of Directors and leave 
this issue to the concerned societies for making suitable provisions in the bye-laws 
regarding the number of directors on the board. 



1.33 They further feel that there is an urgent need for making suitable 
reservations for SC/ST and women members on the Board of Directors.  The 
Committee, therefore, recommend that there should be at least 10 per cent 
representation each for the SC/ST and women candidates respectively.  They 
further desire that a suitable provision in this regard may be inserted in the relevant 
clause.  
 
Clause 48 
1.34 Clause 48 stipulates nomination of Central/State Government representation on 
the Board of Directors.  It provides nomination of one Government representative in the 
Board if the Government’s share is 26%, two in case of 26% to 50% and three in case 
where the Government’s share is more than 50%. 
1.35 Ch. Brahm Perkash Committee report specifically stated that the power of the 
Government to nominate directors in the Board is restrictive to the free working of the 
society.   
1.36 All the experts on the subjects have also termed this provision as undemocratic 
and suggested for its deletion. 
1.37 When the Committee enquired from Dr. Kurien whether it would not be better to 
have some control from the State/Central Government, so as to have some check on the 
irregularities committed by the societies, he stated that, “if there are irregularities, then 
you prosecute them, there are other laws, do not arm yourself with the power to interfere 
in the cooperatives”. 
1.38 On the same subject, the Ministry in a written reply stated that, “Power of the 
Government to nominate Directors has rather been made restrictive in the bill in the sense 
that even when the Government holds 51% or more of the share capital, the Government 
cannot nominate more than three Directors on the Board and this number will not exceed 
one-third of the total members of the Board.  Thus, the Government though being a 
majority shareholder would always remain in minority.  The provision, therefore, is not 
undemocratic.  So long as Government is equity holder, it should have proper 
representation in the decision making process in order to safeguard its interest as well as 
the interest of the members.  Therefore, membership proposed in the Bill depending on 
the share holding seems reasonable and just.” 
1.39 It has also been provided in the Clause 48 of the Act that, “where the Central 
Government or a State Government has guaranteed the repayment of principal and 
payment of interest on debentures issued by a multi-State co-operative society or has 
guaranteed the repayment of principal and payment of interest on loans and advances to a 
multi-State co-operative society or has given any assistance by way of grants or 
otherwise to a multi-State co-operative society, the Central Government or the State 
Government in this behalf, as the case may be, or any person authorized by the Central 
Government, shall have the right to nominate person on the board of such a society in the 
manner as may be prescribed.” 
1.40 When asked to state whether the additional nomination would be over and above 
three, the Ministry stated that, “With regard to the nomination by the Government in case 
of guarantee of debentures and loans, it is submitted that such nomination may be 
prescribed in the Rules.  In the normal case, the additional nomination may not be over 
and above the three nominations.  However, it has to be prescribed in the Rules.”   



1.41 The Committee have been informed that the Government is required to give 
guarantee for repayment of principle and interest of loans taken by the cooperative 
societies.  Cooperatives seek Government guarantee only because lenders like NABARD 
insist on Government guarantee for providing loan/refinance.  Other money lending 
institutions like Commercial Banks etc. will not entertain any loan application of any co-
operative society even if it has got sound financial base as well as credit worthiness 
because for co-operative refinance, NABARD has already been assigned to provide loan 
through state cooperative banks. 
1.42 The Committee find that the Ch. Brahm Perkash Committee had very 
strongly termed such provision as restrictive which leads to Government 
interference even in the day-to-day administration of the societies.  After 
considering the matter at length, the Committee are of the view that in order to 
preserve the autonomy and democratic character of cooperatives, the power of the 
Government to nominate directors should be restricted to only one when the 
Government equity is more than 50% and none if it is 50% or below. 
1.43 The Committee also note the provision for nomination of Central/State 
Government on the board, where the Central/State has guaranteed the repayment 
of principle and interest on debentures issued by Multi-State Cooperative Society 
and are constrained to note that the Government has not made it explicit in the 
clause if these additional nominations will be over and above the three nominations 
and have left it to be prescribed in the Rules.  The Committee further note that 
cooperatives seek Government guarantee because lenders like NABARD who have 
been assigned cooperative refinance insist on Government guarantee for providing 
loan/refinance and other lending institutes like commercial banks do not entertain 
any such applications.  The Committee, therefore, feel that provision of guarantee to 
cooperatives should not be used for exercising control over cooperatives and for 
nomination of Government representatives on the Board.  The Committee, 
therefore, recommend that this proviso be deleted.  
 
Clause 70 
1.44 Clause 70 provides that auditors for auditing the records of Multi State Co-
operatives Societies have to be appointed from the panel of auditors approved by the 
Central Registrar.  The Committee enquired about the reasons for making this provision 
despite Chartered Accountants Act being elaborate enough and also whether there was 
any need for another authority to certify  the credentials of a  Chartered Accountant.  The  
Ministry in a written reply stated : 
 “Maintaining panel  by the Central Registrar  is not meant  to provide for 
certification of the credentials of a Chartered Accountant.  Audit is an important 
instrument to gauge the financial health and affairs of a society.   The intention behind 
the provision of appointment of auditors from the panel of Chartered Accountants 
approved by Central Registrar, is to provide objectivity to it and also some standard.   In 
case of Public Sector Undertakings and Banks, the CAG and RBI approve the panel of 
auditors.” 
1.45 The matter was discussed extensively by the Committee with various official and 
non-official experts on the subject Shri L.C.Jain, former  President Indian Cooperative 
Union in this regard during the course of his evidence stated as under:- 



“ All the auditors have to be registered under the Chartered Accountants Act.  
There is a Council under the Act which disciplines them, which looks after them and 
which receives complaints.  So, every company, public sector company, bank appoints 
Chartered Accountants and auditors from under the list which is approved. Here, it says 
that the Registrar will maintain a panel.  One cannot describe exactly how this provision 
is misused for appointment of a panel.   We have been pleading with them why do they 
appoint a panel.  We say that we will take anybody who is registered with the Council 
meant for the Chartered Accountants.   We are telling this in respect of the national  
cooperatives. The point is that they are not able to see this point.  They say that the 
Registrar will maintain a panel.   Even the Chartered Accountants, who are otherwise 
men of dignity and others, try to get on to the panel.  Then, somebody will influence the 
State Government saying that the audit responsibility should be given to this man or that 
man who is within the panel.   So, we are actually even spoiling the record of the 
Chartered Accountants.” 
1.46 On being suggested to the department  during the course of evidence that the 
Government can issue some guidelines, based on which  Multi-State Cooperative 
Societies can appoint  the auditors.  The representatives of the department while agreeing 
to the idea  stated  that, “the  Central Registrar may give the guidelines and based on 
these guidelines, if there is a Chartered Accountant who qualifies, the society can pick up 
that Chartered Accountant.  But in case the society wants to pick up a Chartered 
Accountant, then they can also refer to the list, methodically maintained by the Central 
Registrar.” 
1.47 The Committee are of the view that to give Registrar the power to maintain a 
restricted panel of Auditors for auditing the accounts of the cooperative societies 
may lead to irregularities and unhealthy practices.  It is of common knowledge that 
for entry into panel of Auditors  lot of lobbying and unfair tactics can be resorted to.  
Once an auditor is appointed by Central Registrar, then the Auditor works at the 
behest of Central Registrar or Government authority.   The Committee therefore, 
recommend that the Government should issue guidelines based on which the Multi-
State Societies be free to choose any Auditor of their choice.  They also desire that in 
order to help societies the Central Registrar can also  maintain a list of Chartered 
Accountants who are registered under the Chartered Accountants Act and are 
eligible for appointment and the societies may consult the list if they so desire.   The 
Committee desire that suitable amendment be made in the clause to give effect to 
their recommendation. 
Clause 78-79 
1.48 Clause 78-79 provide for enquiry / inspection of Multi-State Cooperative 
Societies  by the Central Registrar.   It has been noted in these clauses that it has not been 
provided that before ordering the special enquiry/audit/inspection, Central Registrar 
should intimate  to the society the charges/allegations based on which he has given order 
for  the  enquiry  and no opportunity has been given to the society to explain its position.   
The Ministry in this connection has stated that during the course of an enquiry the society  
shall have reasonable opportunity to explain its position. 
1.49 On a query to the Department of Legal Affairs that in the interest of natural 
justice should not an opportunity be given to management to explain the 
charges/allegations before conducting the enquiry and on a further suggestion that a line 



be added in the `clause after giving due opportunity to the management of the society to 
explain its positions’, the department stated :- 
 “Though this is implicit in the  enquiry but they don’t see any objection if this 
expression is added to the clause 78(1) and 79(1) to make it explicit.” 
1.50 The Committee are of the view that since enquiry/special inspection has an 
adverse impact on the reputation of the society which is  built up after so much of  
toil and time, great care should be exercised before ordering such an enquiry.  They, 
therefore, strongly recommend that this aspect of giving opportunity to the 
management of the society to explain charges/allegations on which enquiry has to be 
conducted should be made explicit in the clause 78(1) and 79(1) itself by suitably 
incorporating the following desired proviso, “after giving reasonable notice and due 
opportunity to the management  of the society to explain its position.” 
1.51 Clause 78 & 79 also provide for the enquiry and inspection by the Central 
Registrar if not less than 1/3rd of the Board  Members or not less than 1/10th of the total  
Members of a Society in writing request him to conduct enquiry/inspection. 
1.52 Some experts felt that 1/10th is a  very small number and anybody can influence 
this much strength and can get an enquiry conducted for his own selfish ends.  In this 
connection, the Ministry stated that the one tenth requirement of members as provided in 
these clauses is quite reasonable. 
1.53 The Committee, are of the considered view that one tenth requirement of 
members is indeed very less and any mischievous group or  person can influence the 
members for conducting the special audit for furtherance of their personal vested 
interest.   They, therefore, recommend that the 1/10th requirement of the members 
should be replaced by 1/5th of the members. 
 
Clause 84 -103 
1.54 Clause 84-103 provides establishment of an authority to be known as 
‘Cooperative disputes settlement  Authority’ to adjudicate disputes among members etc.  
The Committee enquired the desirability of setting up of Authority which will entail 
excessive expenditure.   The Ministry stated as follows : 
 “As recommended  by Choudhary Brahm Perkash Committee, the provision 
regarding settlement of disputes by the authority has been provided for settlement of 
disputes in a judicious manner.” 
1.55 The Committee enquired from Shri L.C.Jain in regard to the best alternative for 
settling  disputes other than setting up of tribunals, the expert stated :- 
 “Today, there is a fiscal crisis in the country.    We are not even able to pay the 
salary to the employees.   We  are borrowing  money from the market.I think,  both in 
principle and in the given financial circumstances of the country, it is not a well-thought 
out, and not a well-conceived suggestion.   I would absolutely disfavour it if I had the 
choice.   I would not agree to that but their byelaws can provide that if there is a dispute 
among the members, they will be settled by arbitration or they will have a Committee for 
settlement of disputes, which they can also elect at the time they do the Board 
Management.  So, they can have a forum for settlement of disputes internally.   If it is not 
settled there,  they will go to the ordinary court of law.  This law is not required to say 
that you can go to the civil court.  I  can go to the civil court without any law.   That law 
is for every citizen of the country.   So, this thing that has been introduced to create  a 



whole machinery for settlement of disputes is a very poorly thought-out suggestion and 
not very helpful.   It will create some jobs, it will incur some costs unwarrantedly, and 
improper in the present circumstances of the country.” 
1.56 On being asked for alternative method of settling disputes namely setting up of a 
Committee duly elected by general body for settling the disputes, both the Department of 
Agriculture and Cooperation  and Department of Legal Affairs were of the opinion that 
settlement of disputes through a Committee duly elected by General Body may 
sometimes lead to legal complications such as bias, unjust, unfairness etc, which will 
strike at the root of natural  justice.  Therefore, this method of settlement may be legally 
assailable and should be avoided. 
1.57 When suggested that the settlement of disputes can be done by arbitration which 
was both cost effective and quick, the Department in a reply stated that settlement of 
disputes by proposed authority in a way also amounted to arbitration.  This has been 
proposed for quick and expeditious disposal of cases in a judicious manner. On the same 
subject during evidence, the Secretary, Department of Agriculture and Cooperation stated 
that the alternative system of arbitration could be introduced and could be examined. 
1.58 The Department of Legal Affairs, in this regard stated  :- 
 “This suggestion raises a question of policy.  In case settlement of disputes 
through arbitration is adopted, it shall be in accordance with the provisions of the 
Arbitration and conciliation Act, 1996. Needless to say that in such a situation, 
jurisdiction of civil courts has to be barred”. 
1.59 The Committee, while appreciating the need for quick and judicious 
settlement of disputes in cooperative societies, feel that setting up of an authority for 
this purpose will lead to  appointment of highly paid officials entailing huge 
expenditure to the exchequer, which in their opinion is highly undesirable.  The 
alternative system of Arbitration for  settlement of disputes is both cost effective and 
quick and proven  way of settling disputes, which  has been successful in Corporate 
Sector.  They therefore, strongly recommend that the chapter VI pertaining to the 
settlement of disputes be suitably amended by incorporating Arbitration method for 
settlement of disputes in accordance with the provisions of  the `Arbitration and 
Conciliation Act, 1996’ instead of establishing an Authority, as proposed in the Bill. 
Clause 140  
1.60 Clause 140 provides powers to Central Government to give directions in the 
public interest or in the interest of proper implementation of co-operative production and 
other developmental  programmes to Multi State Cooperatives societies in which Central 
Government holds fifty one per cent or more of its equity share capital.   The Brahm 
Perkash Committee Report has termed this provision  as restrictive which exists in many 
state Acts .As per the Report through such provision the Registrar of Cooperatives 
Societies may usurp the rightful jurisdiction of the elected management of cooperatives to 
formulate their policies and programmes. 
1.61 The Committee feel that the providing unlimited powers to the Government 
to issue directives may infringe upon the autonomous functioning of the 
cooperatives. 
1.62  The Committee, therefore, desire that the issuance of frequent directives by 
the Government which hamper the smooth and autonomous functioning of Multi 



State Co-operative Societies should not be resorted to and necessary safeguards to 
this effect be incorporated in this clause. 
  
Clause 141 
1.63 Clause 141 provides for superssession of board of specified multi-state 
cooperative societies.  According to the Department of Agriculture and Cooperation in 
order to safeguard the financial interest of the government and to ensure the proper 
management of such societies, this provision has been considered necessary. 
1.64 The Committee are of the view that this is a very restrictive provision and is 
often used for other considerations such as for furtherance of vested political 
interests and is  not in tune with true spirits of Co-operative Movement. They, 
therefore, recommend that sufficient safeguards be provided in the clause  itself to 
prevent the misuse of this provision by the Government .  The Multi State 
Cooperative Societies  be given show cause notice and ample opportunity to explain 
the charges of  misappropriation  or misuse of funds etc.   It should be made 
mandatory on the part of Government to consult financial institutions and other 
concerned organizations  before  initiating any action for supersession of the Board.   
The Committee further recommend that while superseding co-operative societies, a 
statement in this regard be laid on the Table of the House by the Minister concerned 
citing the reasons for resorting to this extreme step and appending relevant reports 
of various concerned institutions on the society.   
1.65 The Committee also note that the clause also provide that the period of 
supersession shall not exceed one year or which at  the discretion of the Central 
Government be extended from time to time so that aggregate period does not exceed 
2 years.  The Committee are of the view that the period of supersession of one year 
extendable to 2 years is very much on the higher side.  The Committee, therefore, 
recommend that period of supersession of Board should not exceed six months, 
which may be extended to 10 months under extraordinary circumstances. 
Clause 142 
1.66 Clause 142 provides rule making powers  to the Government.   On the query as 
what is the need for giving rule making powers to Central Government when each society 
has their own bye-laws which are approved and registered by the Central Registrar,  and 
whether this clause would not lead to unnecessary Government interference in the 
working of the society  thus defeating the very purpose of this Bill; The Ministry in a 
written reply stated : 
 “It is not correct that the rule making power of the  government would lead to 
unnecessary interference.   Rule making power is an essential attribute of the legislative 
process.  It is also necessary to lay down the procedure to carry out the provisions  of this 
Bill.   The rule making power of the Central Government under this clause has been 
confined to matters of procedure and details”. 
1.67 The Committee after hearing the views of various experts have come to the 
conclusion that this provision is unwarranted and inconsistent with the objects and 
reasons  of the bill,  this provision has the potential to enable the Registrar and the 
Government to act arbitrarily in undemocratic manner hampering the autonomy 
and independence of cooperatives. 



1.68 The Committee, therefore, recommend that this clause be suitably amended 
to provide sufficient safeguards so as to restrict the rule making power of 
Government and the areas where cooperative societies have got their own internal 
management should be left for their own bye laws. 
1.69 The Committee desire that the rule making power of the Government should 

be strictly confined to the laying down of the  procedure and details only 
which should not in any manner infringe upon the jurisdiction of bye-laws of 
individual societies. 

 
 
New Delhi;             S.S.Palanimanickam 
 16th August, 2001                                  Chairman, 
25 Shravana, 1923 (Saka)    Standing Committee on Agriculture  



























































 























































































































 





































































 







 







































































 


