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KARNATAKA LEGISLATIVE ASSEMBLY
FOURTEENTH LEGISLATIVE ASSEMBLY

rENTH SESSION

THE ITARNATAKA SOI,]IIARDA SAHAI(ARI (AMENDMENT) BILL, 2OL6
(L.A. Bill No. 26 of 2O16)

A Bill further to amend the Karnataka Souharda Sahakari Act, 1997.

Whereas, it is expedient further to amend the Karnataka Souharda
SahakafiAct, 1997 (KarnatakaAct 17 of 2O00);

Be it enacted by the Karnataka State legislature in the sf.ty seventh
year of the republic of India, as follows:-

l. Short title and Commencement.- (1) This Act may be called the
Karnataka Souharda Sahakari (Amendment) Act, 2O16.

(2) It shall come into force on such date as the State Government may
by notification in the Official Gazette appoint.

2. Amendment of section 15.' In the Karnataka Souharda Sahakari
Act, 1997 (Karnataka Act l7 of 2OO0) (hereinafter referred to as the principal
Act) in section 15, in sub-section (l), after the proviso, the following shall be
inserted, namely:-

"Providecl further that, subject to such rules as may be prescribed, no
co-operative shall promote or invest in subsidiary organizations without
prior appror.al of the registrar."

3. Amendment of section 18.- In section 18 of the principal Act, for
clause (a), the follorving shall be substituted, namely:-

"(a) in anv of the securities approved by the Government; or"

4. Amendment of section 21,{-- In section 21A of the principal Act,
sub-section (i). after clause(b), the following shall be insertecl, namely:-

"(c) or a recognized self-help group which do not have Government
aid" shall be inserted.

5. Amendment of section 2lB.- In section 2IB of the principal Act,
in sub-section (i), for the proviso, the following shatl be substituted,
namely:-

"Pro"'ided that other than employees co-operatives number of
associate

members shall not exceed fifteen percent of the totat members."
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6.Amendmento fsec t ion24. - Insec t ion24of thePr i r rc ipa lAc t '_

(i) fbr the word "elevetr" the word "thirteen" shall be substituted;

(ii) for sub-section (l), the following shall be substituted' namely:-

. . ( l ) i n c a s e o f a p r i m a r y c o - o p e r a t i v e a n d a s e c o n d a r y C o _ o p e r a t i v e

whose area of operation extends to'-

(a) a part of taluk, thirteen members'

(b) whole of taluk, fifteen members;

(c) beyond a taluk, seventeen members;

(d) in the case of a union co-operative' nineteen members

(e) inthecaseofanapexco-operat iveincludingthefederalco-

oPerative, twentY one members'

P r o v i d e d t h a t o n e s e a t s h a l l b e r e s e r v e d i n f a v o u r o f m e m b e r s
belonging to the scheduled castes and one seat for the members belonging

to the scheduled tribes, two seats shall be reserved in favour of women

members ancl two seats shall be reserved in favour of members belonging to

backward classes as may be nolified by the ptale Government' on the board

of every co-operative cbnsisting of i.tdittidttut" as members and having

membersfromsuchclassorcategoryofpersons.
provided further that every co-operative shall co-opt persons having

experience in the field of banking, management' finance or specialzation in

any othe, n.ri-..i.ti.rg to -the%bjects""tra 
activities undertaken by the

co-operative, as *"-u"." of the board of such co-operative and such co-

opted members shall not have the right to vote in any election of the co-

operative in their capacity as such member or to be eligible to be elected as

oin". bearers of the board'

Frovided also that the number of such co-opted tnembers shall not

exceed two in addition to twenty one directors specified in sub-section (1)'

Provicled also that not more than three functional directors if

necessary o1 a cooperative slall also be the members of the board and such

members shall be exclud"a ro.^trr" purpose of counting the total number of

directors specrfied in the sub-section (1).''

7. Arnendment of section 25.- In section 25 of the principa-l Act' in

sub-section (2) after clause (c) the following shall be inserted' namely:-

"(d) have violated the order or direction of the Federal cooperative or

violated any order of quasi-judicial authority or court;

( e ) h a v e o p e n e d b r a n c h e s w i t h o u t p r i o r a p p r o v a l o f t h e F e d e r a l
CooPerative."

S . I n s e r t i o n o f n e w s e c t i o n 2 S A . . A f t e r s e c t i o n 2 S o f t h e p r i n c i p a l
Act, the following shall be inserted' namely:-

-25P^. Motion of no-confidence a$ainst office-be:rrer: (l) A motion

of no-confidence against an office bearer may be moved only after two years
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of his assumption of oflice. In case, the motion of no-confidence is once
defeated. a fresh ntotion shall not be introduced within one yea-r 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
concerned.

(2) An office bearer of a co-operative 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 tota-l number of elected directors of a
co-operative at a meeting specially convened for the purpose.

(3) The procedure for no-confidence motion shall be such as may be
prescribed."

9. Insertion of new section 388.- After section 3BA of the Principal
Act, the following shall be inserted, namely:-

"388. Power to seize books and property.- If any officer or person
conducting audit under section 33, inquiry under section 35, or inspection,
has reason to believe that any books or other property of the co-operative
have tampered with or are likely to be tampered with, if left with the co-
operative with a view to elirninate or efface or change or manipulate any
evidence which may be deemed necessary by such officer or person in
connection with the proof of any defect or irregularities noticed by him
during the course of audit, inquiry or inspection, the Registrar by issuing a
special order empower such officer to seize and impound such books or
properly in such manner and for such period as may be prescribed."

lO. Amendment of section 48.- In section 48 of the Principal Act, in
sub-section (2), in the hanging paragraph, after the words "he may suo
moto" the words "or on the recommendation of the federal co-operative."
shall be inserted.

ll. Amendment of section 49.- In section 49 of the Principal Act, in
sub-section (1) after the words "creditor of co-operative" the following shall
be inserted, namely:-

"the Liquidator, as so appointed, shall take the charge and enlist the
asset and liabilities of the co-operative and obtain approval for the priority
list from the Registrar and shall corrlrnence the liquidation process afler
such approval only."

12. Insertion of new section 52A.- After section 52 of the Principal
Act, the following shall be inserted, namely:-

"52A Transfer of surplus funds, deposits and assets.- After
completion of the liquidation process, if any surplus funds, deposits,
movable or immovable assets remains, such funds or assets shall be
transferred to the souharda co-operatives development fund with the
approval of the Registrar. The establishment, custody, management and
utilisation of such fund shall be such as may be prescribed."

13. Insertion of new section 694.- After section 69 of the Principal
Act, the following shall be inserted, namely:-
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- 6 9 A . C o m p l a i n t r e g a r d i n g o f f e n c e s : - N o c o m p l a i n t r e g a r d i n g

offences under 
""iion 

OS stratt be instituted unless it is approved by the

Registrar.

Provided that no approval of the Registrar shall be necessary for filing

criminal complaint against tfte J"n"quen"ts- for alleged misappropriation or

ernbezzlemenr of funds or . .o-f.i"ti"" aetl;fea 
-during 

course of audit'

enquiry or inspection or in the ,roi-ut course of business of a co-operative'

698.Pro tec t ionofac t ion taken ingoodfa i th . -Nosu i t ,p rosecut ion
o r o t h e r l e g a l p r o c e e d i n g s " n a r t h e a g a i n s t t h e R e g i s t r a r o r . a n y p e r s o n
subordinate to him or acting on his t"ihotity or the Director of co-operative

A u d i t o r a n y o t h e r p e r s o n s u b o r d i n a t e t o h i m a c t i n g o n h i s a u t h o r i t y o r
against the new goia of the co-operative or the adi'mistrator appointed

under section 3g or the Special officer appointed under section 38A in

r e s p e c t o f a n y t h i n $ d o n e i n g o o d r a i t h o r p u r p o r t i n g t o h a v e b e e n d o n e
under this Act."
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STATEMENT OF OBJECTS AND REASONS

It is considered necessary to amend the Karnataka Souharda
SahakariAct, 1997 (KarnatakaAct 17 of 2O0O) to,-

(i) increase the number of associate members from present loo/o

to l5o/o:

(ii) provide separate reservations for the Scheduled Castes and

the Scheduled Tribes members in the management of the

souharda sahakari;

(iii) make provision for no confidence motion against the office-

bearers in souharda co-operatives;

(iv) make provision for power to seize books and property of the

co-operative by the officer conducting audit, enquiry or

inspection; and

(v) provide for transfer surplus funds on liquidation to souharda

co-operative development fund.

Hence the Bil l.
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FINA}I CIAL MEMORAT{DI]M

There is no extra expenditure involved in the proposed

tegisiative measure.
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MEMORANDUM REGARDING DELEGATED LEGISI,ATION

The Proposed delegation of legislative power is normal in character.

H.S. Mahadeva Prasad
Minister for Co-operation & Sugar

S.Murthy
Secretary I/C)

Karnataka t€gislative Assembly

Clause-2 The proviso proposed to be inserted in sub-section (1) of

section 15, empowers the State Government to prescribe

by rules subject to which a co-operative shall promote or

invest in subsidiary organuation with prior approval of

Registrar.

Clause-B Section 25-A proposed to

Government to prescribe

confidence motion.

inserted empowers the State

rrles the procedure for no

be

by

Clause-9 Section 38-B proposed to be inserted empowers the State

Government to prescribe by rules the manner and period

for which books or property of the co-operative can be

seZed and impounded.

Clause- l2 Section 52-A proposed to be inserted empowers the State

Government to prescribe by rules the establishment,

custody, management and utilization of the souharda

co-operatives development fund.
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Extract from the Karnataka souharda sahakari Act, 1997

(Karnataka Act L7 of 2OOO)

15. promotion of subsidiary organisations.- (l) Any Co-operative

may, by a resolution passed at its general meeting by a majority of members

p."".nl with a right to vote, promote one or more subsidiary organisations

for the furtherance of its objectives and such organisations may be

registered under any law for the time being in force.

provided that, a Co-operative Bank shall not promote a subsidiary,

nor shall a Co-operative promote a subsidiary whose by-laws permit the

carryring on of banking business, without the prior permission of the Reserve

Bank in writing.

18. Investment of Funds.- Such of its funds as are not immediately

required for use by a Co-operative, may be invested or deposited outside its

business. namely:-

(a) in aly of the securities specified in section 20 of the Indian Trusts

Act, 1882 (Central Act II  of 1882); or

2LA - Nominal members.- (l) A cooperative may, in its interest'

admit,-

(a) any person;

(b) any firm, company, cooperative sociew or cooperative or anybody

or corporation constituted by or under any law for the time

being in force;

zt3.- Associate membership.- (l) A Co-operative may admit,- )Q( )A( )O(

b) any firm, company, Co-operative society or any body or corporation

constituted by or under any law for the time being inforce
- as an associate member for a specific purpose as specified in its

byelaws;

provided that no Co-operative shall have as its associate members more

than ten percent of total members. In case if a Co-operative already has

associate members more than ten percent of its total membership, the



excess associate members shall be
of Co-operative or removed from
within six months from the date
Souhardha Sahakari (Amendment)

I

either converted as an ordinary member
associate membership of Co-operatirre

of coming in to force of the Karnataka
Ac t .2OI4 .

XX

2*.Constitution of the Board.- The Board of every cooperative shall
consist of not less than eleven but not exceeding the number of elected
members specified below excluding the chief executive namely:-

(l) in case of a primary cooperative and a secondary cooperative
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, ffieen members;

Pro"'ided that in case of an urban cooperative bank having an area of
operation not beyond a district, the maximum number shall not exceed
seventeen members.

(a) beyond a district, seventeen members
(b) in the case of a union cooperative, nineteen members
(c) in the case of al apex cooperative including the federal cooperative,
twenty one members.

Provided that one seat shall be reserved in favour of members
belonging to scheduled castes or the scheduled tribes, two seats shall be
resen'ed in favour of women members and two seats shall be reserved in
favour of members belonging to backward classes in such manner on the
board of every co-operative consisting of individuals as members and having
members from such class or category of persons.

Provided further, that every cooperative shall co-opt persons having
experience in the field of banking, management, finance or specialization in
any other field relating to the objects and activities undertaken by the
cooperative, as members of the board of such cooperative and such co-opted
members shall not have the right to vote in any election of the cooperative in
their capacity as such member or to be eligible to be elected as office bearers
of the board.

Provided also that the number of such co-opted members shall not
exceed two in addition to twenty one directors specified in sub-section (1).

Provided also that not more than three functional directors if
necessary of a cooperative shall also be the members of the board and such
members shall be excluded for the purpose of counting the total number of
directors specified in the sub-section (l).
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25. Disqualification for being elected or continued as director.- )A(
)o(

(2) All the directors shall incur disqualification for being elected as
clirectors in a Co-operativc for a maximum period of five years from the date
of incurring such disqualification and shall also be disqualified to continue
as directors of that Co-operative or any other Co-operative, if during the
term of office as directors of a Co-operative they,-

(a) have not rendered necessary assistance to the cooperative election
commission for conducting election to the board before the expiry of its term
within the stipulated time, or

(a-1) have not submitted returns and information to the Registrar and
the federal cooperative as per section 34 within a period of six months from
the close of the cooperative year; or

(a-2) have committed serious financial irregularities or frauds which
have been detected: or

h) have not conducted the annual general meeting within the twenty
fifth day of September every year or requisitioned meeting of the general
body within the time stipulated in section 30; or

(c) have not placed the audited accounts for the preceding cooperative
year along with the report of the auditor before the annual general meeting.

)o( )o(

48 Winding up by the Registrar.- )O( )O( )O(

(5) If the Registrar after considering the reply, if any, is satisfied.-
(i) that the Co-operative has no assets and liabilities, he shall issue

a certificate that the Co-operative has been wound up and
cancel the registration of such Co-operative forthwith; or

(ii) that the Co-operative has assets and liabilities, he shall on
receipt of a report from the Chief Executive of such Co-operative
that a liquidator has not been appointed by the genera-l body
after a resolution to wind up has been passed. appoint a
liquidator and communicate the same to the Co-operative and
the Federa-l Co-operative.

XX

49. Duties of Liquidator.- )C(

)o(

(3) The liquidator shall,

)o(

)o(

)o( )o(

)o(

)o(

XX
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(c) open and maintail a trust account for the money of the Co-

operative;

53. Constitution, functions and m€rnagement of Federal Co-

operative.-)O( )O( )O(

(Z) The Federal Co-operative shall perform the followin$ functions,

namely:-
til promote and organise Co-operative and for this purpose frale

model bye-laws u.id i"".r. guidelines for framing various policies for

co-operatives in accordance with co-operative principles;
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