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- THE MADRAS CO-OPERATIVE
MANUAL

VOLUME II
CHAPTER 1.

AUDIT,

1. Audit aims at checking the accounts and books of a business
in such & manner that the report submitted
thereon, reflects its correct condition and
progress. Auditing may, therefore, be said to be
& systematic examination of the financial transactions of a business
as recorded in its books which will enable the auditor to satisfy
himself whether or not the balance sheet has been drawn up properly
80 as to exhibit a true and correct view of the state of affairs of an
enterprise. It includes a skilful and diligent secrutiny of the genu-
ineness of the transactions recorded in the books of accounts.

Definition of
audit.

2. The objects sought to be obtained by an efficient audit of

_ any eompany or business are (i) the ascertaine

B“gi?ectﬂ of an  ment of the actual financial condition and earnings

of the concern, and (ii) the detection and preven-

tion of errors and fraud. In addition, there is the moral effect of an

audit tending to keep the work of the staff up-to-date. The main

object of the audit of a co-operative society is the disclosure of the

progress made by it in accordance with co-operative principles
and practice.

It is not every member who has time to examine the accounts ;
yeti every member is responsible for any loss incurred. The com-
mittees are elected in general meetings, but once elected, their powers
are complete. KEven the most honest and well-meaning member of
the committee may be liable to err. Audit is intended to indicate to
the committee such mistakes. It is also intended to provide an
independent opinion to the general body of members about the
management of their committee. More than all, audit safeguards
the interests of creditors whose investments enable the institution to
conduet its business. Regarded from every point of view, therefore.
audit is absolutely essential to the successful and smooth adminis-

tration of every society.

3. Under section 37 of the Madras Co-operative Societies Act,
AT alats audit is a statutory obligation of the Registrar,
tory duty of the Clause (1) of section 37 lays down that : ‘“The
Registrar. Registrar shall audit or cauce to be audited by

some person authorized by him, by general or special order, in
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writing in this behalf the accounts of every rogistered society
once at least in every year.”’ .

“ The audit is in fact a State-controlled audit,” as observed by
the Maclagan Committee ; ‘“ this Viow is 1111]}115(;1 in the {}1&,1}55 3
the Act which imposes the duty of nmlqu an audit on the Reglat?n.r
and his nominees. It is through audit alone t:ha,_t an eftective
control can be exercised over the movement, and it 1s ﬂlefm* t}mg; it
was never intended that the audit E_hc}ul:;'l be. morely an alrxthmetmﬂ,]
one and that the Registrar’s &efiwtiﬂﬂ. outside 'thart audit Hh?ll]d be
confined to the inspections or enquiries mentioned in sections 35
and 36 of the Act. The auditing ste.x.ff_._ from wlmteviar source they
may be paid, are in our opinion responsible to the ngmtmr and must
be mainly controlled by him. Their reports are intended for his
information.”

In order to assist the Registrar in carrying out t_rhis statutory
duty, the Government have Sa.ncti[_:uned a staft _uf junior and senior
inspectors of co-operative societies for a.:ud_lt purposes. Under
section 37 (1) of the Madras Co-operative Societies Act, the Registrar
has by a general order authorized all inspectors, including senior
ispectors, serving in the Co operative Department to audit the
accounts of co-operative societies in the State.

At one time there was a proposal to entrust the audit of
co-operative mstitutions to non-official agencies but Government did
not accept it. They observed as follows :—

“ There is undoubtedly a strong body of opinion which takes
the conservative view in favour of the continuance of audit by
Government agency ; and this view is strengthened by the consi-
derations that the audit of co-operative societies is different in its
scope and object from that of joint stock banks, and that a statutory
responsibility for the audit of societies lies on the Registrar, The
Government have, therefore, come to the conclusion that no exten-
sion of non-official audit of societies should for the present be per-
mitted and that departmental audit should be the rule.”’

They also stated that < the Registrar should ensure the provision
of sufficient audit staff (the cost of which 18 recoverabie through
audit fees) and he may in exceptional cases when he has not suffi-
cient stafl immediately available, allow a bank to engago a private
firm of auditors *’. Except in the case of such big institutions as
the Madras Provincial Co-operative Bank, the Triplicane Urban
Co-operative Society, the co-operative insurance societios and a

few societies affiliated to audit unions, all other societies are
audited by the departmental staff -

Difference bet- 4;_ There are ¢ I‘taﬂ-i . E ;
ween the audit of ot ertain points of difference

B Dt ween the audit f:}f. accounts of a co-operative
ety and of a joint 8OCiety and of a joint stook company. Briefly
8tock company, they are as follows :—

- (1) In a joint stock company an auditor ig
shareholders to carry out an independent inve

appointed by the
stigation {nto its
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affairs and to report the results to them for their satisfaction, The
audit of a co-operative society is intended primarily to agsure
Government that it is working and developing on sound lines ““ in
accordance with the principles of co-operation”” and only
secondarily for the satisfaction of contral banks or other creditors
and of the society member; themselves.

(1) A joint stock company being an association of capitalists
18 mainly a profit-seeking concorn. The most important result of
an audit is to disclose the profit available for dividend. But in a
co-operative society (which is a union of persons), profits have not
the same predominating influence. The primary concern of the
auditor is to ascertain how far the societiy has been able to CAITY on
business on sound co-operative lines, securing the material and
moral improvement of its members, A joint stock company may
be considered to be functioning all right so long as it is making
profits and is able to pay a decent dividend to its shareholders.
But in a co-operative society, the mere fact of the society working
at a profit is no proof of its successful working,

(iii) In a joint stock company, the auditor has nothing to do
with the preparation of the statement of accounts which he is to
certify ; whereas in the case of the audit of a co-operative society
it 18 the common practice with auditors, to prepare from the books,
the statements of accounts which wijl be signed by them ultimately.
No doubt, the directors of the society prepare annual statements
themselves in accordance with Rule VII of the rules framed under
the Madras Co-operative Societies Act VI of 1939, This statement
18 made use of for compiling the State statistios. If it is
accepted by the auditor, it is done only after an independent audit
of the accounts of the society.

(iv) In co-operative societies, interest overdue and interest,
acorued thereafter are excluded from the net profit, whereas in
joint stock companies both these items are included,

(v) Again, the co-operative auditor is specially required
under the Co-operative Societies Act to examine the overdue debts,
if any, in societies.

Thus, co-operative audit entails a more comprehensive enquiry
than is usually made in the case of joint stock companies, and in
fact, that is what the Maclagan Committee on Co-operation in India
contemplated, They said: * The terms of the Act expressly
require'that the audit shall inc'ude an examination of overdue debts
and a valuation of assets and liabilities. By this latter, we under-
stand not merely the preparation of the balance-sheets of societies
but also a sufficient check, in accordance with such rules as the
Registrar may lay down, of the list of the material assets of the
members. The audit should in, our opinion extend somewhat
beyond the bare requirements of the Act, and should embrace
an enquiry into all the circumstances which determine the genera |
position of a society. It would, for instance be the duty of the
auditor to notice any instance in which the Act, rules, or by-laws

voLn, II—1A
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have been infringed, to verify the cash balance and certify _tha
correctness of the accounts ; to ascertain that loans are made fairly,
for proper periods and objects, and on adequate security ; to
examine repayments in order to check book adjllatlnﬂ_nts or
improper extensions; and generally to see that the soclety is
working on sound lines and that the committee, the Gﬂ{tﬂ%}lzs‘a.nd
the ordinary members, understand their duties and responsibilities.’’

5. Section 37 (2) of the Madras Co-operative Societies Act lays

down that *the audit under sub-section (1)

Auditor's duties o, 01] include an examination of overdue debts,

ARG Howers. if any, verification of the cash balance and

securities and a valuation of the assets and liabalities of the
society . Therefore, the auditor should—

(i) verify the cash balance on the date of his visit and record
the fact of verification in the cash book with his signature and date :
he should also state where and how it is kept and whether it is
held by the person authorised to do so under the by-laws. To
ensure that the cash balance has been correctly noted in the cash
book and that no bogus payments are entered in it, he should
before verifying the cash balance check the entries in the cash
book up to the date of his visit with reference to the receipts,
vouchers and bills. If the cash balance is mnot immediately
forthcoming, he should make a note to this effect and record the
reasons given for the delay ;

(i) verify whether all tho books prescribed in the Madras
Co-operative Manual and under the rules made under the
Co-operative Societies Act are maintained ;

(i) verify the genuineness and regularity of all personal
security and mortgage bonds and see whether they are time-
barred ; any defects must be detailed ;

(iv) ascertain whether the personal sureties are good for their
undertakings and whether the mortage securities are sufficient :
any defects should be pointed out and commented on ;

(v) submit a detailed report on all overdue debts and state
definitely whether he considers them good or bad; he should also
state the steps that are being taken to recover them :

(V1) verify the liabilities with the central bank’s statement of
outstanding balances and with the fixed deposit receipts in the
hands of depositors, etc. (Whenever possible) and note any difference
with his explanations

(vii) state whether the by-lawa, the Registrar’s instructions,
ete., are being observed ;

 (viil) state whether all the irregularities brought to light in
previous audit reports have been rectified ;

_ (i:_:) enquire into the details of corrections and overwritings
I receipts, vouchers, documents, ete., to ensure that there is no
fraud in the transactions concerned ; it should be secrutinized
whether all corrections and overwritings have been attested by the




(Xi) prepare a balance sheet and profit and loss statement.

The auditor should conduct the audit at the headquarters of
Socleties and should not remove the books of societies from their
headquarters, He requires intimate knowledge of members if he
has to answer the questions in the audit reports satisfactorily,
This is possible only if he carries on the audit at the seat of the
Society.

The powers of the auditor are laid down in sub-sections (3)
and (4) of section 37 of the Madras Co-operative Societies Act,
which run thus :—

““ The Registrar or the person authorized by him under suh-
section (1) shall, at all reasonable times, have free access to the
books, accounts, documents. secruities, cash and other properties
belonging to or in the custody of the society and may summon any
person in possession of or responsible for the custody of any such
books, accounts, documents, socurities, cash or other properties,
to produce the same at any place at the hea dquarters of the society
or any branch thereof.

Every officer or member of the society shall furnish such infor-
mation in regard to the transactions and working of the society
as the Registrar or the person authorized by him under sub-

section (1) may require.’’

If the officer in charge of the books, records or cash balance of
& soclety fails to produce them when requested verbally by the
auditor, the latter should issue summons under section 37 of the
Aot to the officer concerned for their immediate production and
Serve it in person on the spot. Inthe event of failure of the officer
to comply with the terms of the summons, the matter should be
reported immediately to the Deputy Registrar with evidence of the
service of summons and of the failure to produce the articles sum-
moned, Such reports should receive the prompt attention of the
Deputy Registrars who have been permitted to launch prosecutions
in such cases without reference to the Registrar. They should,
however, launch proseceutions only after satisfying themsclves
that the summons have been properly served in accordance with
ruly XVI (3) of the rules framed under the Act.

Kinds of audit— 6. The different kinds of co-operative audit
Gonourrent, wer in force at present in this State are concurrent

im, final and test - 3 ; :
f::%ﬁ. or interim audit, final audit and test audit.

Concurrent audit is one in which the audit staff are engaged

continuously throughout the year or, attends to it at monthly or
quarterly intervals during the year, This kind of audit ig adopted
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in big societies such as central banks, co-operative w_hc:lesalp
stores, big urban banks, etc., where the work involved is consi-
derable and where it would be disadvantageous to commence
the audit after the books are finally closed and balanced. The
audit of accounts of central and big urban banks, ete., for any one
month should not ordinarily be delayed beyond the close of the

succeeding month,

Individual soeieties or groups of socleties are given the ael‘xfines
of Inspectors exclusively for the q;udlt of their ucco'lll.l,t? provided
they are agreeable to meet the entire cost of such Inspectors under
the terms laid down in Fun !amental Rule 127 and a praportionate
share of the overhead charges of audit. The requirod number of
posts of Inspectors is sanctioned by Gn:;svernm?nt in advance :md.the,
Registrar is empowered to make the appointments as and when

necessary.

Interim audit is conducted between two final audits. Ordj.
narily, the interim audit is taken up from December or Januiry and
completed by the end of June. During the interim audit, with the
exception of the preparation of the balance sheet and the profit
and loss account, all other points are attended 10 up to the date of
the visit of the auditor, i.e., mechanical checking, Investigating
administrative matters, preparation of a statement of receipts and
charges and verification of ledger balances. A detailed list of
defects noticed is also prepared. Interim audit enables the auditor
to get through the final audit quickly, to deteet and verity errors
and frauds early and to give the society a review of its working at
least once in six months, A copy of the auditor’s report embodying
the results of the interim audit in the prescribed printed from is
given to the society by the auditor.

Owing to the large increase in tha number of socities and the
dearth of audit staff, interim audit has been dispensed with. from
1940 temporarily in the cass of the following categories of societios ;
(1) societies which have been moribund for a long time , (ii) other
societies whose working capital is very low, say Rs. 1,000 or less )
and (iii) societies which have not completed more than one year
from the date of starting.  Trom 1947, Interim audit of all credit

Societies except those doing procurement and distribution work
has been suspended.

Final auditis the statutory annual audit which leads to the
closing of the accounts for {he year and the preparation of the
receipts and charges statement, the balance sheet, the profit and
loss account and the verification of assets and liabilities with special
reference to the statutory obligation of the department for audit,

ese ﬁn&pmal_st&tementa together with the questions relating

:cfo gauge the financia] Position of each society. Tinal audit
Is taken up from July and normally completed by tl.e end
d in the fina] audit consists
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of a mechanical and administrative check of the books, accounts
ete., from the date up to which the interim audit was completed till
the end of the co-operative year,

The societies should themselves prepare the balance sheets and
Inspectors should check them with reference to the audited figures
gathered by them and submit them to the Deputy Registrar or the
Co-operative Sub-Registrar to issue his audit certificates. In
practice, most rural societies do not prepare the balance sheets,
Hence, the Inspectors have to prepare them. The final audit
report is prepared in the prescribed form and submitted to the
Deputy Registrar. After a careful scrutiny, the Deputy Registrar
or the Co-operative Sub-Registrar, as the case may be, will issue the
audit certificate to the society with a copy of the audit report.

The final audit done by each auditor is tested to see whether
he has done the audit correctly or not. This is called ** Test Audit **
which will be conducted by the Deputy Registrar or the Co-operative
Sub-Registrar. This involves a re-audit of the accounts of the
society the audit of which is tested. At least one society audited by
each Inspector should be test audited : but where such test audit
reveals serious defects, the work of the Inspector concerned should
be checked up by test auditing an additional society audited by him,
If the further test audit shows similar defects, the Deputy Registrar
should consider whetter all the societies audited by that auditor
should be re-audited. If the defects noticed are not serious, he
should take steps to prevent recurrence of the defects brought to

light.

It is desirable that test audit should not wait till the final audit
of all societies is complete. The audit certificate of a society
marked for test audit should not be issued before the test audit is
completed. The issue of audit certificate should not, however, be

delayed on this account.

Societies with sufficient transactions should be selected for
test audit. The effectiveness of test audit depends upon the
careful selection of societies. The Deputy Registrars should take
up the test audit of not less than five important Sﬂﬂifﬁtiﬁ!ﬁ the audit
of which was done by Junior Inspectors and one sociely in respect
of each Senior Tnspector. The list should ix}::-ludg a stores society,
a marketing society and a weavers’ society with fairly large transac-
tions subject to the condition that they were not t:e.%-t audited durin g
the previous three years. Cn-mpemtivg S_ub-Rreg}st.rars should take
up the test audit of the remaining societies audited by re{st *.}f the
Inspectors. They too, should select only such of the societies as
were not test audited in the preceding three years. This list a;lsc:
should include a stores society, a weavers’ Eﬂf}llﬂty and a Hlﬂ-l‘kﬂfflng
society. It is enough if one month’s transactions are test &udlt_ed
in these cases. The central banks need not be inecluded in the list
of societies for test audit. Wherever possible, the test audit of socje-
ties should be done in the presence of the Inspectors concerned.
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This will have an educative value and will improve the quality of
audit.

New Inspectors should be given sufficient training in audit
before they are entrusted with independent charge of societies for
audit. Deputy Registrars should satisfy themselves about the
adequacy of the training given to them. Careless and slipshod
audit should not on any account be tolerated.

Test audit should be done also in respect of societies audited by
private auditors. Among the societies selected for test audit each
year, atleast one of the societies audifed by each of the private
auditors should be included. In their remarks on the applica-
tions of societies or audit unions for the retention of private
auditors for audit, the Deputy Registrars should report whether the
audit done by the private auditors concerned was good and
efficient.

7. Before commencing the actual work of auditing. the Inspec-
Preparation for tors should peruse—
audit,

() the by-laws of the society with particular reference to
the value of a share, the number of shares that a member can take,
the credit limit of the society and of the individual member and
the persor o1 persons authorized to receive and pay money ;

(ii) the list of books maintained by the society and the rela-
tion of one to another ;: and

(iii) the previous year’s audit report together with the
summary of defects, if any, attached to it in order to ascertain if
the defects noted therein have Feen rectified,

The audit Inspector would do well to chalk out a programme of
work and perform it in a methodical way. To facilitate the
correct compilation of the audit report, the auditor should have
a complete record of work done during the audit of each society.
For this purpose some sheets of paper known as ¢ working sheets *’
may be used. These sheets including the draft accounts statements
may prove helpful for purposes of reference later, if necessary.

8. The practical work of audit can bhe conveniently divided into

three main parts . (1) mechanical ' 2

T > main | ical audit, (2)
e ok admlnmtmpme audit and (3) the preparation of
the financial statements and the audit report.

Mechanical audit a'ms at ensuring the accuracy of accounts recorded
in the books of the society

~ Cash book and the checking of receipts—The anditor should begi
with the cash book. This is the book of original };ztiglf};nglz
Co-operative society and forms the basis for all other books. All
receipts and payments are entered in the cash book ‘n the order of
their ocourrence. The items on the receipts side of the cash book
should first be compared with the counterfoils of the receipt book
It should be examined whether moneys have been received by thﬂ'
person authorized under the by-law, whether receipts in the
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prﬂpreacrilmc_l form are being issued in ] cases and whether all the
16ems of receipts have been duly brought to accoy nt then and there

With a view to prevent possible misappropriation of amounts
_ + , €te., 1t should pe
verlﬁed whether thu_mgnaturea of the borrowers op of their agents
Paylng money on their hehalf are taken in the counterfoil of reeceipts
issued to them. Such g verification wil] énsure that the remittan. °
COs are entered correctly in the hooks of the society. The signature
of the borrower will serve as his acknowledgment to the society
for the payment made towards his dues, and will give a fresh
period of limitation to the Joan from that date. TIn cases of doubt, the
auditor should call for the originals of receipts issued to members
and compare them with the counterfoils maintained in the gociety
and make a note of the results of such verifieation in the audit
report. In cases where the Persons remitting the moneys are
illiterate, their thumb-impressions should be obtained on the coun-
terfoils of the printed receipts. It is not necessary in these cages
to insist on the thumb-impressions being attested by two
witnesses.

Societies should always use printed and machine numbered
receipt books. In the case of missing numbers and counterfojls
left blank, a satisfactory explanation must be obtained. If areceipt
has been cancelled, the original should remain intact or attached
to the counterfoil. The receipt for two accounts paid together
should be acknowledged on two separate forms (this is not done
invariably by societies but 1t is advisable that it should be done),
A8 s00n as a counterfoil is checked, a tick should be given against
the entry in the cash book and the counterfoil should be cancelled
with the initials of the auditor. The dates of the counterfoils
should be compared with the cash book entries to check if there are
delays in credit,

After the verification of all the receipts with the corresponding
receipt entries in the cash book, there may still be a few items such
as withdrawals from the financing bank or post office savings
account or adjustment entries not supported by counterfoil receipts.
The counterfoils in the cheque book or the pass book should be
checked in the case of withdrawals from bank or post office savings
account, as the case may be. In the case of adjustment entries, the
existence of a voucher for the corresponding payment will be enough

evidence,

Cash book and the verification of disbursements.—The entries on
the disbursement side of the cash book should next be examined
with the vouchers. The vouchers should relate to the society,
should specify the nature of payment and should be filed in the order
of the entries in the cash book. In village societies, the practice
is to obtain the signature or thumb-impression or mark of the payee
in the cash book itself. In the latter two cases the attestation of
two witnesses should be obtained. When this is not possible,
Separate and complete vouchers should be obtained and pasted in
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the voucher file book. Sometimes, specific vouchers may not be
forthcoming for petty payments such as the cost of a postage stamp
or the price of a box of matches, ete. Such items may be passed
if found reasonable and supported by the cectificate of the

disbursing officer.

Separate receipts from payees for sums sent by money order are
~ not necessary. lf the remittance is made at the request of the
party, the postal receipt showing commission paid, acknowledg-
ment of the parly for the net sum and his written requisition are
enough for the auditor. If the amount is sent without the party’s
request, then copy of notice of the society asking the party
to take the amount before a spacified date and intimating that in
case of failure, it would be sent by money order at his cost, together
with his postal acknowledgment are enough. If a postal acknow-
ledgment is found to have been signed by a person other than the
party, the society should address the Postmaster of the office of
delivery and ascertain whether the recipient of the money order
had been authorized to receive it. A perusal of the Postmaster’s
reply will enable the auditor to pass the transaction.

Vouchers furnished by the members of a co-operative society
“or by other co-operative institutions are exempt from stamp duty.
Those for sums exceeding Rs. 20 in value and given by non-members
should bear an anna stamp. Disbursement of pay relates to the
business of the society and acquittances given for the receipt of
salary by an employee who is either an officer or a member of a
society is exempted from stamp duty. Similarly, the receipt
given by a member for the rent received from the society is
exempt from stamp duty since the payment of rent relates as
much to the business of the society as the disbursement of pay to
the employees. A cash memo. for an amount exceeding Rs. 20
does not require a stamped receipt as a cash memo. i8 not a receipt
within the definition of the Indian Stamp Act for the reason that
in the document itself it is stated to be ¢ cash memo. ’ and not a
cash receipt.

A voucher produced in support of payment by a co-operative
gociety should elearly specity the uature of payment and indicate
that it relates to that society ; othoerwise a foreign voucher or cash
memo. may be pasised off in support. A cash memo, without
any indication of the name of the society should not be taken as

a valid voucher. Tn such a case a stamped receipt in proper form
should be insgisted in addition to it.

The vouchers checked should be cancelled, as in the case of
the counterfoils of the receipt book, with the initials of the auditor
with date. The object of these initials is (1) in respect of a counter-
foil to see that all items received are brought into the cesh hook

and (2) in respect of a voucher to so disfigure it that it cannot be
used again in support of another entry.

Checking of entries in cash book with entries 1
g s ledgers.—Next
the entries in the cash book should be checked Wit};q the entriaé




cash book, In such a case, a thorough Investigation into the cause
for the omission will have to be made. so as to find out if there has
been any fraud, The check done hotween the cash book and the
ledgers should be attested by the auditor by placing special cross-
ticks against each item of receipt or payment in the cash book
and with his initials in the columns provided in the ledgers.

While choecking the loan ledger, it should be Seen whether
the amount of loan, rate of interest, and the period of repayment
have been dul y noted and whether there is proper sanction for
this. While checking the admission register, it should he examined
it the allotment of shares and withdrawals are supported by proper
resolutions, While éxamining the ledger of borrowings, the auditor
should note whether the conditions of deposits or loans have been
duly entered and closely observed. The liability register, although
it is not a book of account, should be carefully looked Into ; for,
1t shows the extent of each member’s liability both in respect of his
loans and of those for which he has stood surety. Instances where
the maximum credit limit has been exceeded o where loans
have been paid off by book adjustment can be detected from this
register,

The next hook is the general ledger. Tt is not generally main-
tained in rural credit societies. Entries in this ledger should be
checked direct fmm the cash book.

The minute book should be examined to find out whether there
18 necessary sanction for all the transactions ot the society and
the auditor’s initidgls should be entered against the resolutions.
Under the by-laws, the panchayatdars or directors alone are
competent to admit a person as member, to accept a deposit or take
a loan from the central bank, to sanction a loan to a member or
incur expenditure. There must, therefore, be resolutions of the
panchayat or Board of Directors in support of every one of such

transactions.
Expenditure on purposes outside the objects of societies should
not be allowed in audit unless supported by proper prior sanction
of the Registrar. The Deputy Registrars may,- however, sanction
expenditure from the funds of co-operative societies for putting
up portraits or busts of its office-hearers or other workers in the
co-operative movement on the occasion of their silver Jubilee cele-
brations up to a limit of Rs. 200. When the amount of such
oxpenditure exceeds Rs. 200, the Registrar’s prior sanction shoyuld
be obtained for the entire expenditure.

When all the ledgers have been checked with the cash book,
a list of outistandings under share capital, loans and other borroyw-
ings should he prepared from the ledgers and it should be examined
whether the totals arrived at agree with those in the general ledger,
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The ledger balances in societies paying audit fees should be
verified by the auditors once a quarter. The concurrent audit
reports should not be accepted without the concerned audit inspec-
tor's certificate regarding the verification of ledger balances,
In the case of societies which have taken auditors under Funda-
mental Rule 127 for concurrent audit, the auditor’s report should
not be accepted without a certificate of verification of ledger
balances every month,.

Concurrent audit reports should be submitted in the following
form :(—
(1) Name of the society.
(2) Dates of audit.
(3) Period of audit.

Certified that—

(i) that the cash balance of Rs. at the close of
the business on was verified and found to
agree with the balance according to the day book.

(ii) I checked the receipts and vouchers relating to the transac-
tions in the period of audit and found them correct (except as
pointed out in the summary of defects).

(iii) The postings in all the ledgers including the general
ledger have been checked and found correct. Wrong postings
and other mistakes were got rectified then and there.

(iv) The establishment and contingent charges incurred by
the society are authorized and necessary and are in accordance
with the budget approved by the general body.

(v) The by-laws have not been infringed (except in respect
of instances pointed out in the summary of defects).

(vi) The ledger balances were verified and the totals of such
balances agree with the figures noted in the general ledger.

A statement of receipts and disbursements for the period of
audit and a summary of defects in duplicate/triplicate are appended.

Signature of auditor,

In the case of village societies and of other small societies, the
comparing of the entries in the cash book with the counterfoil
receipts, vouchers and the ledgers can be done simultaneously.
This method will enable easy detection of omissions of entries and
other mistakes. Supposing there occurs an entry of receipt of
share subscription in the cash book, the first thing to do is to find
out the corresponding entry in the counterfoil receipt book and
nn.tm,l ib. Then the resolution of the panchayat recorded in the
minute book accepting the receipt should be traced and initialled
and then the entry in the admission book should be initialled
Take agam an entry of disbursement of a loan to a member.
The resolution of the panchayat sanctioning the loan should be'
traced, If .the signature of the borrower was not obtained in the
iﬂj‘fuhbnolél 1t?je]f,kth§ separate voucher taken and pasted in the

er file boo '
should be examined and also the loan bond ;
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The entry in the loan ledger should next be ex
Similarly with regard to overy other entry,

' T.hfa a,rithmeti(?a.l checking of additions, though purely mecha-
nical, is a most important work. Tt jq also necessary that the
* carried forward ” be checked on to the following page, as errors

frequently occur here, sometimes invm]ving a reduction or
disappearance of cash balances.

T'he receipts, vouchers, postings in hooks, bonds, ete,, checked
by auditors should be initialled by them with dates. |
9. As the duty of an auditor of CO-Operative societies is not

& | merely to discover the erroprs of omission and
Administrative  oommission in accounts but also to rectify them

audit—E xamina- 3 i
officers of societies,

amined and initialled.

Hion of Bosls, or get them rectified by the
the investigation into their general administra-
tion is of considerable importance. For this purpose, the auditor,
besides collecting information by means of personal enquiries
whenever necessary, should obtain particulars from available records
by examining one book aftar another maintained by the society,

Receipt book.—The auditor should see whether there are any
folios missing or any receipts without his initials op any counter-
foils left blank. Wherever the auditor has reason to believe that
moneys received from members have not heen properly accounted
for, some of the receipts and pass books (if the pass book system
18 in force in a society) should be called for from members and
compared with the entries in the books of the society.

Cash book.—The cash book should be written in the chrono-
logical order as the transactions take place. It should be closed
on each day of transactions and the balance written both in figures
and words and signed by the secretary and treasurer or president
1f he i1s the ex-officio treasurer according to the by-laws of the soclety,
It heavy cash balances have been retained unnecessarily for any
period, the explanation of the officers concerned should be obtained.
The practice of reloaning out of collections from members and the
repayment of loans due to the central bank from fresh loans
obtained from it should be discouraged. Cases of book adjust-
ments, if any, should be noted.

Loan ledger.—The auditor should see whether there are any
1tems not initialed by him and if so, he should examine the reasons
therefor. Such items may represent cases not duly entered in
the cash book due to oversight, negligence or fraud. fl_f'he adequacy
or otherwise of the action taken by the panchayat in respect of
overdue and time-barred loans should also be examined and

recorded. g | :

Ledger of borrowings.—Where societies remit their dues to the
central bank through transmitting agencies, differences in dates
between the entries in the cash book and the receipts issued by
the bank, are likely to exist. It should be ﬂcrumm.z.gd whether the
differences are reasonable. In the case of _depﬂsit-s it should be
examined if they are retirned on maturity without undue delay.
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Admission book.—As this book has a special evidential value,
the dates of admission and withdrawal of members should be
correctly entered. The signature of the member should be obtained
in the appropriate columns not only at the time of admission but
also when share capital is refunded to him. Arrears of share
capital should not be allowed even in a village society because
regular payments of share capital tend to cultivate the habit of
thrift among members,

Minuie book.—It should be seen whether the meetings were
held periodically according to by-laws with the required quorum
and whether resolutions were properly recorded. All resolutions
touching the transactions of the society should bear the tick or the
initials of the auditor.

Property statement.—In a society with unlimited liability, the
auditor should assemble as many members as possible and read
out to them the statement of assets and liabilities of members
together with their net assets, so as to verify the correctnes of the
particulars noted in it. He should also make indepenentd enquiries
in the village to satisty himself that the particulars furnished are
accurate and report the results of such enquiries. The maximum
credit limit of the society should be compared with the net assets.

Supervision report.—The auditor should test certain of the
SUPErvisor s answers in the supervision report and state whether
the supervision appears efficient. If it is not satisfactory, the
defect shoul6 be indicated.

The auditor should next endeavour to get the errors of omission
and commission noted during the audit rectified as far as possible
during his stay in the society. Such of the defects as cannot be
rectified on the spot should be reported to the Deputy Registrar
together with suggestions for improvement.

Preparation of Statements (Statement of receipts and: dis-
bursements, balance sheet and profit and loss account).

10. (1) Statement of receipts and disbursements.—After comple-
ting the mechanical audit of accounts and the

Preparation  of administrative checking in the manner described

statements — state- T
ment of receipts above, the preparation of the statement of

in? digbu;gertjfmﬂtfii 1'ecei£ts and disbursements in the form prescribed
alance sheet and jn the audit report must be taken up. The
e and 1038 o tries in the cash book will have to be nfmpared

with those in the general ledger, and the totals
under each head in the general ledger will give the receipts and
disbursements. But most rural credit societies do not keep a
general ledger. In the absence of this ledger, the auditor should
himself collect the figures from the cash book and subsidiary
ledgers for preparing the necessary statements. The printed audit
report form and the statements embodied in the audit report of

societies indicate under what heads the items of receipts and
payments should be classified. In an ordinary credit society the
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items noted below generally constitute the receipts and disburse-

ments :—
Receiptas.
1 Share Capital.
2 Deposits and borrowing from
(@) Members—
(1) Fixed deposits.
Short term.
Long term.
(ii) Recurring deposits.
(ii1) Savings deposits.
(iv)
(b) Non-members—
(1) Fixed deposits—
Short term.,
LLong term:.
(1) Recurring deposits.
(1i1) Savings deposits.
(iv)

(¢) Central Banks—
Short term.
Intermediate.

(d) Government—
Short term.

Long term.

3 Loans repaid —
Short term.
Intermediate.

4 Interest.

5 Miscellaneous income—

(i) Entrance fees.

(i1) Penalties.

(ii1) Interest on investments—
(@) Reserve Fuad.
()

(iv) Dividend on shares in—
(@) Central Bank.

(0)

6 Adjusting heads—
(@) Due to society.
(b) Due by society.
7 Investments withdrawn.

8 Total.

9 Openiug balance.
10 Grand total.

Disbursements,

L Share Capital.

2 Deposits and borrowings.

(@) Members—

(1) Fixed deposits—
Short term.
Long term.
(ii) Recurring deposits.
(1ii) Savings deposits.
(iv)
(b) Non-members—
(1) Fixed deposits—
Short term.
Long term.
(1) Recurring deposits.
(111) Savings deposits.
(iv)

(c) Central Banks—
Short term.
Intermediate.

(d) Government—

Short term.
Long term.

3 Loans issued—
Short term.
Intermediate.

4 Interest.

5 Payment out of profits of pre-
vious years—
(1) Dividend.
(i1)) Common Good Fund.
(111) Reserve Fund.
6 Establishment and contingen-
cies.
7 Miscellaneous payments—
(i) Penalties.
(ii) Excess
refunded.
(iii) Supervision Fund.
8 Adjusting heads—
(i) Due to society.
(i) Due by society.

0 Investments made—
(i) Furniture bought.
(ii)

10 Total.

11 Closing balance.
12 Grand total.

collections

(ii) Balance sheet.—At the close of each balancing period,
a number of adjustments will have to be made for the purpose of
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correctly recording the outstanding assets and liabilities. Out-
standing assets are items which accrue to the society and are not
recorded in the books ; they have to be passed through the books
on the closing date. Such assets are interest on loans to members,
interest on investments, and the like which are not capital items.
Besides, there are certain items of expenditure such as printing
charges, and cost of account books which are treated as assets and
written off over a period of years. This class of expenditure 1s
known as Deferred Revenue Expenditure.

Of the above, the interest item deserves special mention. The
interest receivable pending payment to the society from the date
up to which interest was last paid on the principal to the date on
which the account is closed for drawing up a balance sheet (30th
June of each year) is known as accrue * wnterest. The acerued
interest is divided into—

(1) interest accrued but not overdue ;

(2) interest overdue, that is, interest that fell due during
the year but was not paid before the end of the co-operative year :
and

(3) interest accrued after an item of interest becomes overdue,
that is, accrued interest for the period between the date when an
item of interest fell due but was not paid and the last day of the

ear.

4 The first item 1s treated as divisible profit and taken to profit
account, while the latter two are treated as book profit and shown
ag items of assets in the balance sheet. In the case of loans in
which interest has been paid up to the due date, the interest acerued
subsequently up to the end o" the co-operative year should be
classified under °‘ Interest accrued but not overdue’ and taken
to profit account irrespective of the question whether any instalment
or wnstalments of principal are overdue or not.

Outstanding liabilities include, besides capital items, such
items as interest pending payment, cost of management due,
interest collected in advance, supervision fund due, ete. It should

be seen that all the outstandings have been correctly brought into
the general ledger.

With the help of the statement of receipts and disbursements,
the list of outstandings and the previous year’s balance sheet, the
balance sheet and the profit and loss account for ihe period under

audit must be prepared in accordance with the form prescribed
In the audit report.

Valuation and verification of assets.—It is the auditor’s duty in
preparing the balance sheet to see that all the assets which are
shown in the books appear at their proper value, that they exist
in fact and that no asset has been disposed of or charged in any
way without the transactions being recorded in the books of the
society.

Valuation of loans and classification of loams as good, doubtful
or bad.—The auditor should attend to the valuation of assets
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fully. Different considerations apply to different assets. The
valuation of loans outstanding against members is a very important
duty of the auditor, as generally loans constitute the bulk of the
transactions in a co-operative credit society. The loans should be
carefully scrutinized with reference to the records of the society
and with the help of the management and should be classified as
good, doubtful or bad. Where a debt is covered by sufficient
security and the borrower is regular in the payment of the principal
and of interest, the loan is considered good. If a loan is time-
barred or wholly irrecoverable owing to the insolvency or bank-
ruptcy of the debtor or for similar causes, the debt is treated bad.
Where only a portion of the debt is likely to be irrecoverable on
account of inadequate security, death of the principal borrower
and sureties, absence of bond, prior encumbrances of property
mortgaged, etc. the debt is classed as doubtful. Loans due by
directors should be separately shown in the balance sheet as
this will tend to operate a: a check on too liberal borrowings by
directors.

Reserve for bad and doubtful debts.—Reserves should be provided
to the full extent of the debts actually regarded as bad ; reserves
against doubtful debts should be provided according to the estimated
loss based on the circumstances of each case in shape of
a percentage of the outstanding debts.

No bad debt reserve should be created in societies which are
working at a loss. The object of creating a bad debt reserve is to
prevent the division of profits where bad bebts are anticipated.
When a society is working at a loss, there is no need to increase
the loss by the creation of a bad debt reserve. Where, however,
a society works at a profit and where the auditor thinks that, in
view of the possible doubtful and bad debts estimated, division
of profits should be prevented by creating or by strengthening
the Bad Debt Reserve, he should discuss the matter with the
panchayatdars or directors and suggest the amount that should
be set apart as reserve. If they agree to the suggestion and pass a
resolution to that effect, then the audit certificate may be issued
providing for such amount as has been agreed upon. Any reserve
created by retrenching the net profits should only be with the
concurrence of the management. A specific resolution should
therefore be obtained and appended to the audit report in respect
of all reserves, except those created under specific provision in the
by-laws of the societies, concerned. An asset uﬁ1*t1ﬁﬂ&te .ahﬂwmg
the estimate of bad and doubtful debts should invariably be
obtained from the directors of the society and appended to the
audit report. |

Valuation of Government securities, ete.—Such assets as invest-
ments in Government securities, debentures of the Oan_tral L_a.nd
Mortgage Bank, etc., should be valued at cost or market price, which-
ever is the lower on the date of the h&lanca. sheet, as these assets
are held for the purpose of sale. It is possible at times that there

VOL. IT—2
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may be appreciation in the value of some securities and depmr_:lia;tiqn
in the case of some others. There is no objection to phﬂ rise in
the value of securities in one series being set off against the fa]]
in the value of securities in other series.

The Madras Provincial Co-operative Bank, the Central Land
Mortgage Bank and the central banks may s=t apart a ma'bg,t;a,ntia]
portion of the profits earned by them on the sale of securities to
the statutory Reserve Fund or to a sljan_lft{ reserve to meet any
possible depreciation in the value of securities held by them.

Valuation and depreciation of buildings.—When general funds
have been utilized for the construction of a building, the amo int
80 spent should be shown in the balance sheet as on the last day
of the year as an asset under the item * Value of buildings ”’, When
the amount invested is recouped out of gross profits within a speci-
fied period such recoupments should he shown as a ‘ Building
Reserve ’ on the liability side of the balance sheet. Thus, when
the amount spent on the construction of a building has been
recovered completely there will appear on the balance sheet the
value of building on the a set side and the bu.lding reserve on the
liability side equal to the value of the building. These items will
remain in the balance sheet jndeﬁnite].y as long as the soclety exists
or the society retains the building without selling it. The building
becomes a secret asset and no depreciation need be charged on the
value of the building for if this is done, it will result in the profitis
being cut twice for the same purpose. When buildings are con-
structed out of building fund there is no necessity either to provide
tor depreciation or to recoup the amount spent as the building fund
was accumulated for the purpose of erectiny the building, Ex-
penditure on construction of buildings out of building funds does
not amount to an actual éXpenditure as in the case of general
funds but is only an mvestment like the Reserve Fund. The
following example clarifies the position further with special reference
to the mode of exhibiting the items in the balance sheet.

Assuming that a society spends Rs. 5,000 out of general funds
for the construction of g building under ryle XIIT-A with the
previous permission ofthe Registrar and subject to the condition
that the amount should be recouped from grogs profits at the rate
of Rs. 500 per year, the whole amount spent for the construction
of the building, viz., R8. 5,000 wi]] appear on the agset side of the
balance sheet as ¢ Value of bujldings-—-Rs. 9,000.” The amount
recouped every year out of profits will appear on the liability si
a8 ““ Building Reserve ”, At the end of the tenth year, the building
reserve will be equal to the valye of the building, Ag already
pointed out, these items will appear in the balance sheet of the
society indefinitely as long as the Society exists or ag long as the
society retains the building without selling it. No depreciation
need be provided for on the value of the building at any time,

%Sﬂ}lming that the same amount of Rs. 5,000 ig spent out of
the building fund of the society, the value of the building, viz.,
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Rs. 5,000 will appear on the asset side of the balance sheet as Value
of buildings (Building Fund invested) Rs. 5,000 ”. Supposing that
the said sum of Rs. 5,000 was spent out of a total building fund of
Rs. 6,000 to the credit of the society, there will be no change in
the amount of the building fund on the liability side. The building
fund of Rs. 6,000 will however be split up as “‘ Invested in buildings
Rs. 5,000 ” and *“ Yet to be invested Rs. 1,000 . The building fund
appropriated out of profits every year will be added on to the
amount yet to be invested on the liability side. In this case also,
the value of the building and the building fund invested will appear
in the balance sheet as long as the society exists or as long as the
society retains the building without selling it. No recoupment

18 necessary under rule XIII-A and no depreciation need be
provided for on the building at any time.

Assuming that the said sum of Rs. 5,000 is spent equally out of
general funds and building fund, i.e., Rs. 2,500 from each, the
value of the building will be shown as Rs. 5000 on the asset side,
but it will be split up as ““ Out of general funds Rs. 2,500, ¢ Out
of building fund Rs. 2,500 . The recoupment of the amount spent
out of general funds will be shown on the liability side as building
reserve while the entire building fund will be shown as a liability.

Income from or expenditure on buildings constructed out of
the building fund should be credited or debited as the case may
be to the profit and loss account direct and should not be added
to or subtracted from the building fund.

Valuation of furniture.—The stock of furniture should be
examined and valued, allowance being made for depreciation.
The charges incurred on account of repairs should be debited to
contingencies and not to the value of furniture. ‘The general
practice is to write off an agreed percentage of the original cost of
the asset each year. |

Verification and valuatvon of stock-in-trade.—As the correctness
of the profits of a purchase or productive or sale society depends
on the accuracy of the valuation of the stock-in-trade on the date
of the balance sheet, the verification of this asset and its correct
valuation form an important part of the auditor’s duties. If, asis
generally the case, a subordinate of the department is present
at the time the stock is taken by the managing body of the society,
the stock statement signed by the officer of the society and the
departmental subordinate so present may b.e &cﬂep_tad. Stock
should be valued at cost or market price whmhev:ar 18 less; but
in no case should the value be higher than the cost price even though
the market value has risen, as this will result in taking profit
before the sale is effected and the profit 1s earqed. Each item in
the stock verification statement should be qx&nunad by t]?e a,uchtqr
and he should certify that the valua.t%nn given by the directors is
not inflated for the purpose of increasing profits.

In cases where the stock registers are either not maintained or
are maintained improperly, the auditor should take the balances

VOL, II—2A
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of stocks as revealed in the last audit, add to it all purchases, debit
all sales, and strike out the balance. If this balance does not
tally with the stock verification statement for the end of the year
under audit, the figures in the stock verification statement H}flﬂllld
be adopted in the audit report and the explanation for the discre-
pancy should be obtained in writing from the management and
should be enclosed to the audit report.

Stocks are liable for depreciation due to dryage and shrinkage
and to wastage in handling. Under the by-laws of stores societies,
stock should be taken at the end of each quarter and necessary
depreciation allowed by the Board of Directors. The auditors
should examine carefully the reasonableness of the depreciation
allowed by the Board in each case and report the result in their
audit reports.

Several of the co-operative wholesale stores have purchased
lorries and the following points should be borne in mind while
allowing depreciation on their value -

The net earnings on account of a lorry to any concern will be
the highest during the first two years and will then progressively
diminish, The following graduated scale may be adopted for
writing off the value of lorries as lepreciation :—

First year—30 per cent of capital expenditure.
Second year—25 per cent of capital expenditure,
Third year—20 per cent of capital expenditure.
Fourth year—15 per cent of capital expenditure.
Fifth year—10 per cent of capital expenditure,

The value of the lorry should be completely written off in the
fifth year, but the loir y should be represented in the balance sheet
by a token figure till it is either sold, condemned or otherwise
disposed of. .

Verification of securities.—In verifying the investments of
a soiaiety, the vouchers obtained, viz., share certificates, deposit
receipts, Government PTOmissory notes, ete,, should be examined.
If there are cases whero these are missing, the explanation of the
officers of the society should be obtained and reported. The
title-deeds of lands and buildings purchased by the society should
be carefully scrutinize 1, and defects, if any, should be indicated.

It is necessary that the auditors should not stop with the mere

verification of the vouchers produced by the societies. They

should also verify the investments independently by obtaining

confirmation Statements direct from the institutions in which the
assets of the society are invested to the effect that the assets shown
In the balance sljl[eet are outstanding and are not encumbered in
any manner, N respect of central banks, these confi '

ata.tgmanta obtained by the auditors should be submitil{jlrlzj:jatilﬁgg
Registrar along with the audit reports for serutiny bhefore the issue
of the audit certificates. Likewise, Deputy Registrars and
Co-operative Sub-Registrars should scrutinize ghe confirmation

[ ..
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statements before approving the balance sheets of banks and
societies whose audit certificates they issue. In respect of invest-
ments in the central banks, the reconciliation memos. issued by the
central banks may be treated as statements of confirmation.

So far as investments such as Government securities are con-
cerned, wherever necessary, the auditor should actually inspect
the documentary title deposited with bankers or others for safe
custody or sale. He should examine the register of securities and
see 1f the description given there of the securities including their
number, the year to which they relate, ete., correspond to the

securities in the possession of the society or with the bankers or
others with whom they have been deposited.

As securities pledged by the banks are also investments, the
fact of their custody with the banks should be ascertained in the
same way as other securities which have not been pledged. In
the case of the debentures of the Central Land Mortgage Bank or
Government securities, the auditor should verify the books of the
society and see whether the debentures or Government securities,
have been pledged to any bank or transferred in favour of any
other person or persons and address the transferee concerned to
confirm the fact of transfer and to state if the debentures, etc.,
are in their possession. He should address the Central Land
Mortgage Bank or the Publiec Debt Office, as the case may be, to
confirm the investment in respect of debentures or Government
securities that have not been transferred and which continue to
stand in the original holder’s name but are not forthcoming for
his inspection.

Verification of cash balance—The auditor should verify the cash.
balance by actual counting on the date of his visit to the society
and satisfy himself that the cash balance shown in the book
has been correctly arrived at. In‘ small S{}GIEtlfi‘S this can be
done by doing the mechanical audit {)f: the society up to the
date of audit. Even before he begins audit, Fhe auditor should ask
for the production of cash balance as shown in t}.le d&?-bﬂﬂk. But
after the mechanical audit of accounts of societies, if he detects
that fictitious payments have been entered, or regelpts. have heen
omitted or other clerical errors have been committed in the u.ash
book and the cash balance has, ther&fﬂr?, been affected, the auditor
shall once again call for the pmc_mctlﬂn ﬂ:f tha‘ ﬂ{?rrect b&lﬂ:nqe
arrived at after the mechanical audit. In big societies where it is
difficult for the auditor to conduct a thorough mechanical audit
up to the date of his visit he should note the actual amount -Df
cash produced and verified. If the cash balance is not readily
forthcoming on demand for verification, the auditor a_hﬂuld issue
summons under section 37 of the Act for the Pmduﬂtmn of cash
balance. If it is not produced even after the issue of summﬂnsci
the matter should be reported to the Deputy Registrar who shm:;
take prompt and speedy action to book the delinquents as ialraa y

indicated in paragraph 5.
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If there is more than one balance, as will be _trhen case where
there is a cashier as well as a pety oashier, all the balance should be
verified at the same time to avoid one being utilized to supplement
the other. As regards bank balance, the balance as per the cash
book should be checked with the reconciliation statement furnished
by the bank. In the case of Post Office Savings Bank account, the
pass book issued by the Post office should be examined. Societies
should obtain certified statements of balances of their Savings
Bank accounts from the Post office concerned and produce them
before the auditor at the time of audit for verification.

Verification of loans.—The verification of loans is an impgl‘ta.}lt
matter, for it is a duty imposed on the auditor 1’[1]1(11{?:1‘ section 37
of the Madras Co-operative Societies Act. An auditor should satisfy
himself that the outstandings in respect of every loan according
to the books maintained by a society are correct. This can be
done satisfactorily only by meeting every borrower and ascortaining
from him whether he owes the society as much as its books show.
But an individual verification of every loan may not be practicable
in many socleties. Hence in rural credit societies, a list of all loans
outstanding on the date of audit may be drawnup ; it may be
read out at a general meeting of the society and a resolution may be
recorded to that effect. Where a meeting cannot be convened, the
auditor should call from house to house and obtain the borrowers’

signature or thumb-impression in token of his having accepted the
amount shown as outstanding in the list.

During their two visits (once for interim-audit and again for
final audit) auditors should verify all the loans outstanding to the
societies they audit. Where they are not able to verify all the
loans during the two visits, they should verify
portion of the loans, and, in any case, no

left unverified. The personnel of the auditor of a society may
change from time to time. Tt 18, therefore, necessary that for
the information of his successor every auditor should leave some
record in the society to indicate which loans he had verified. The
interim audit report and the final audit report should specify the
numbers of each loan verified together with the admission numbers.
The auditors should obtain signatures or thumb-impressions of the
borrowers in the liability statement attached to the final audit report.
No liability statement accompanies an interim-audit report. Hence
the verified list of outstandings containing signatures of the
borrowers should be enclosed with the interim audit report.
Auditors should also certify in the final audit reports and in

the interim-audit reports that they had verified at least half the
number of loans outstanding on the date of audit.

The officers who issue the audit certificates or

audit reports should, before doing so, satisfy that the auditors had

verified an adequate number of loans and that every loan has been
verified at least once in two audits.

at least a major
suspected cases should be

record the interim
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In the case of land mortgage banks, their areas of operation
extend over a large number of villages. Hence, personal verifi-
cation of all loans is not possible. Auditors should obtain the
acknowledgments of members by post and verify the confirmation
slips obtained by the banks by comparing the signatures on them
with those in the admission books. They should also secure and

verify the entries in as many of the pass books held by members
as possible.

For the verification of the assets and liabilities of members in
Urban Credit Societies, the following plan may be adopted. Cards
showing the assets and liabilities of each member should be sent out
to the members concerned and should be got back from them with
o certificate to the effect that the particulars given therein are
correct. The cards should be got printed by the societies them-
selves in the following form i —

Admission number and name of member.
Loans—Direct.
Loang—>Surety.
Share capital.
Recurring deposits.
Fixed deposits.
Auditor’s initials.
I certify that the particulars given above are correct.
Signature of member.

Norg.—¢ If this eard is not received back, duly acknowledged, by the
member concerned within (time to be specified) it will be talkken that the member
has accepted the figures furnished in it as correct.”

Auditors ghould note in their audit rep orts the number of cards
issued and the number got back, and state if they have varified -

all the cards returned.

Baamination of bonds.—The auditor should examine whether
every loan due by a member on the date of audit (interim or final)
is supported by a bond or a decree. Otherwise, the loan would
be insecure. It is not enough if the bonds in respect of the loans
issued during the year under audit are checked. The auditor _malld
take out a list of all loans outstanding ON the date of audit and
verify whether all of them are supported by bﬁnpds or decrees. AS
oach loan is checked, the auditor should initial on the bond or
decree. \Where a document is missing, the auditor should not rest
content with stating in the audit report that such and such a bond
or decree is missing ; he should pursue the matter and satisfy
himself that the document has not been returned to the burl'ﬂwe_r
with an endorsement of discharge. In cases where the d?fllﬂlﬂllb i8
not forthcoming and the a}:plmmtiqn offered by the office-bearer
concerned is nov satisfactory, the auditor should call for the borrower
concerned and satisfy himself that the lpm:n has not been ﬂlﬂ&r{ad.
In the case of decrees, if satisfactory ﬂ*_;rla.;flenﬂa as I'*Bgards execution
either in the department oOr in the civil court 1s not produced,
vhe auditor should vorify the party and get an acknowledgment
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from him. Auditors should not pass such items on the strength
of mere certificates obtained from the panchayatdars.

Repayments made by the parties towards their loan accounts
should be noted on the bonds or decrees and their acknowledg-
ments obtained. This will save the loans from getting barred by
limitation. Auditors should examine this aspect and note any
cases in which this has not been done.

Further, the auditor should examine whether the contents of
the bond are in accordance with the terms of the loan disbursed.
In one case, the bond may be for a smaller amount than the sum
disbursed ; in another case, it may be for a longer period than the
one for which it was granted ; in a third case, it may be a surety
bond while the loan was sanctioned as a mortgage loan ; in a fourth
case, the sureties who have signed the bond may be different from
the sureties who were accepted by the panchayatdars. None of
these discrepancies should be passed over by the auditor as they
affect the security of a loan vitally.

Auditors should compare the signatures or thumb-impressions
on bonds with the signatures or thumb-impressions in the admission
book. This is an important duty and should not be omitted,
particularly in the case of surety bonds which are not executed
before a Sub-Registrar.

Auditors should also see if any bonds have become barred by
limitation with reference to the points mentioned in the chapter
relating to Arbitration.

Verification of properties purchased by societies.—The auditors
should carefully enquire into the cases where lands or houses have
been purchased by societies in execution of decrees against defaul-
ters and draw up a list giving particulars of the extent of the pro-
perties, ete. They should show these properties separately in the
balance sheets of societies ; they should not merge them in ¢ Loans
due from members’. This list should be furnished to the Central

Bank and it should be instructed to watch the disposal of the
properties.

In a number of societies, the amount either actually spent for
the purchase of the properties or set off is credited towards principal
and interest due on the respective loans. The amount adjusted
towards interest is also carried to ‘Profit’. The properties
purchased b.y societies are, however, either not sold or when aoldk
do not at times fetch even the purchase money. It is not right in
such circumstances for societies to take to ‘ Profit’ the aﬂ%nun‘t
adjusted towards interest when it is not actually realized. Unless

and until the properties are sold and the sale-proceeds are realized,

the sum adjusted towards interest sl :
profit of the year. 8t should not be included

Expenses incidental to purchase of les | '

. : 18, properties in auction (e.g.,
stamp .duty paid foF sale certificate, other expenses for I'}tk;a.,(liiilglg
possession of properties, etc.) should be debited to loss account

in the
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irrespective of the fact that subsidy is paid by Government to

societies working at a loss to recoup the loss incurred by them on
account of purchase of stamp paper.

Adjusting heads.—The items under adjusting heads such as
court costs, notice charges, advances, etc., should be thoroughly
scrutinized as these are not covered by any security. It is not
generally desirable to have any suspense items. While placing
any item under  adjusting heads” the auditor should be very
careful. He should scrutinize item after item and satisfy himself
about their bona fides. Auditors should draw pointed attention of
office-bearers of societies to any undue accumulation of these
items.

Auditors should carefully examine if the advances paid to
vakils in connexion with the execution of decrees through civil
courts or properly accounted for and are supported by necessary
vouchers.

Verification of liabilities.—On the liabilities’ side, amounts due
to the Central Bank should be verified with the figures furnished
by the Bank in the reconciliation statement which should also
include a column to exhibit the interest accrued on the loan due
to the Central Bank to enable the auditor to check and adopt
that figure after verification. All other items should be verified
with reference to the ledger balances. Confirmation statements
obtained by the auditors should be submitted along with the audit
reports.

It is the duty of the auditor to see that the balances arrived

at in the balance-sheet and the ledger balances, as prepared, agree
item by item. Whenever differences arise, steps should be taken
to reconcile them. |
Auditors should verify ledger balances once in a quarter (and
in the case of societies with auditors appointed under Fundamental
Rule 127, once a month) and append a certificate to that effect
to the concurrent audit report which should not be accepted by
passing officers without the certificate. To facilitate the auditors
in that work, urban banks and societies shf::uld maintain a register
of ledger balances in respect of important 1'tﬂ,}ns like share capital,
loans and deposits “ due by ** and due to”’ them and strike the

balances, every month.
In an ordinary credit society,
consist of the following 1tems :—

the assets and liabilities will

Asgets. Liabilities.
1 Loans and deposits—
1 Cash— .
(1) On hand. (u)_Metphem-— |
(2) In bank. (i) Fixed depsits—
9 (Other investments— %];EPL E:;‘;L
(1) Reserve Fund. g ng d. b
in the Central (ii) Recurring deposits.

(2) Shares taken 1

Bank (iii) Saving deposits.

(iv)
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Assets. Liabilities.
2 Qther investments—cont. 1 Loans and deposits—cont.

(3) Shares in other co-operative (b) Non-members—
institutions. (i) Fixed deposits—

(4) Fixed deposits. Short term.

(6) Savings deposits. ~ Long term. |

3 Loans due by members— (i) Recurring deposits.
Short term— (iii) Savings deposits.
idered good. (1v)
((g)) Szﬂsi;lt,firl_ 2 (¢) Central Bank—

Intermediate— Short term.

(a) Considered good. Intermediate.
(b) Doubtful. (d) %%vﬂingnent—
4 Interest accrued— Lu?fg ts;rI:'

(@) Not overdue. : ‘

(b) Overdue. 2 Share capital.
bt 3 Interest due.

ey AL s 4 Establishment and contingent

(1) Value of furniture less Fr e
depreciation. e

(2) Value of societys’ buildings. 5 Other 1tems—

(3) Value of immovable proper- (}) SUI{'BI“?’_IEIGH fund due.
ties purchased in the execu- (2) Adjusting heads.
tions of decrees. 6 Undisbursed profits of previous
st years—

3 idt]uf B e Dividend.
otal.

Common good fund.

Undisbursed profits.

Reserve for doubtful debts.
7 Reserve fund—

Separately invested.

Yet to be invested.

8 Total liabilities.

9 Net difference between assets

and liabilities (book profit or
loss).

(iii) Profit and Loss statement.—This Statement shows all
items of income for a given period representing profit and all items
of expenditure inclusive of reserve for bad and doubtful debts and
depreciation representing loss. Proper care should be taken to
add all accruing income and items pending payment to the appro-

priate items and to deduct items shown as pending at the close
of the previous year.

The excess of the total of the profit items over that of the loss
items constitutes the net profit of the society for the year; any
deficit will constitute the loss. Losses of previous yeﬂr.@: should be
set off against the profits of the current year before the net profit
is arrived at. The net profit may not agree with the book profit
which is the excess of assets over liabilities. This is due to the
inclusion of overdue interest and interest acvcrued thereafter in the
balance-sheet and the exclusion of these items from the profit
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account. A reconciliation statement should, therefore, be drawn
up to reconcile the profit or loss as per the balance sheet with the

balance shown by the profit aad loss account.

In an ordinary credit society the following items constitute
‘ profit’ or ‘ loss’ as the case may be —

L08s.
1 Interest paid and due—
(@) Paid.
Add—
(b) Interest pending payment.,
Total.
Deduct—

(c) Interest pending payment at
the end of the previous year.
(d) Net amount.
Establishment and contingent
charges paid and due.
Assets written off as bad debts.
Reserve for doubtful debts.
Miscellaneous items.
Last year’s loss.
Total.
7 Profit (plus) or loss (minus).

by

SOl W2

Profit.

I Interest earned—
(@) Realized.
Add—

(b) Interest,
overdue,
Total.

Deduet—

(¢) Interest accrued at the end
of the previous year,

Net,

2 Miscellaneous income—

(1) Amount realized.

Add—

(ii) Amount pending recovery.

Total,

accrued. but not

Deduct—
(i) Amount pending realiza-
tion at the end of the

previous year.
Net amount.
Total.

Nore.—(1) Net profit as per assets and liabilities statement.
(2) * Deduct profit included in the balance sheet but not available for

distribution,

Or

t Add profits of previous years now made available for distribution,
Net amount or total available for distribution as per profit and loss

statement,

11. After completing the audit of a society, the auditor should

(lassification of

gocieties, 2
St basis :—

next classify it according to its general working.
The classification should be done on the tollowing

Class ¢ A ’.—The society should receive no help from official
or non-official staff, other than the annual audit. Such a society
may be inspected, exhorted and encouraged ; new prnpu?&l for the
development of its activities may be made but an inspection should

not be mnecessary

in order to remedy any defects.

It must, in

addirion, contain all the distinguishing marks of a B class society.
Olass ¢ B’.—Must maintain it own accounts through a local

secretary, not a circle or itinerating secretary.

It must prevare its

own monthly or crop demand, make its own recoveries from debtors,
apply when necessary for arbitration, conduct 1.s own execution

e There will be an entry against this when the overdue interest of the year Is greater than that

of thu’f revious year.
1.

here will be anentry against this when the overdue interest of tho year Is less than that

of the previous ycar or when it s n'l,

When the overdue interest of the year Is cqual to that

of the previous year, the amount to be deducted or added will be nil.
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proceedings in court and be generally in a sound and healthy
condition. A society classed as ‘B’ may, however, contain
o certain number of defaulters, its accounts need not be faultless, and
its co-operative spirit and education may be, in some respects,
short of perfection.

Olass € O’ .—All other societies,

Class ¢ D *.—B bad society which will be cancelled and brought
under liquidation, if it does not raise itself to class ¢ C’ within two
years. No society should be classed as ¢ D ’so long as it is consi-
dered fit to receive a new loan on any terms whatever from its
financing institution.

The classification of societies on the basis indicated above is an
important duty of the auditors w ho should attend to it intelligently.
The officers issuing audit certificates should without accepting the
classification assigned by the auditors as a matter of routine, see that
the classification done is equitable. Failure to properly judge the
class, which should be assigned to each society, will give an incorrect
:dea about the progress of the movement in the annual administra-
tion report of the department and in the case of societies classed
low it will damp the enthusiasm of the office-bearers who workad
the societies.

. 12. The last item in audit is the filling up of the
Preparat f : : =
abiit Eﬂf;},;: " md audit report and the draft audit certificate with

issue of audit the help of the notes made in the working sheets,
certificate. etc.

The auditor should submit his report with the list of defects
noticed during audit, the liability register form duly filled in the case
of all credit societies except those limited liability credit societies
having more than 200 loans outstanding on the last day of the
co-uperative year and the confidential or special report, if any.

Alteration or correction of figures in an audit report should
as a rule be avoided. Auditors should do all their calculations
and other rough work in separate working sheets and should
proceed to fill in the printed forms only after satisfying themselves
about the correctness of every figure going into it. On receipt of the
report, the Deputy Registrar or the Co-operative Sub-Registrar
will carefully scrutinize it and then issue the audit certificate to the
society with a copy of the auditreport. Where in the course of
checking of such report, certain corrections or alterations are found
anavoidable such corrections or alterations should be made very

neatly, preferably in red ink, and should invariably be attested by
the officer concerned.

13. Auditors should immediately after audit (interim or final)

write on a separate sheet a brief summary of
ﬁ' f " & s y ]
R Wy < defects noticed in the society audited. This
ahﬁuld_ be in two parts : Part ¢ A’ containing such

of the defects noticed in the society as call for immediate atten-

tion by the Deputy Registrar, union or central bank ; and Part ‘B’
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containing defects of a minor nature. These audit defect sheets
ghm]ld be appended to the audit report when it is submitted to the
Deputy Registrar. They will be copied in the office of the Deputy
Regiatl;‘a'r and communicated at once to the central bank and the
SUpervising union concerned for necessary action. As the catalogue
of defect given in Part ¢ A’ requires immediate attention, it should
be communicated at once to the central bank or the supervising
union by the Deputy Registrar for prompt rectification. Part* B’
may wait till the audit certificate is issued, if it cannot be
communicated then and there. Itis very desirable that the Deputy
Registrar should keep the file containing the summary of defects
open till the financing bank or the supervising union is satisfied
that the defects mentioned have been remedied. Auditors should not
record general observations, remarks, opinions or inferences against
the office-bearers of a society in the cash books or other books of the
society. The proper place to do so is the *summary of defeets ™.
In case any defect is serious or requires the special attention of the
Deputy Registrar (e.g., misappropriation of funds, destruction of
records, disappearance of a responsible officer of the society, etc.) he
should submit a separate, and if necessary, confidential report in
the matter.

14. The audit reports, the summaries of defects and the audit
JUsNG | certificates should be read at general meetings of
Publication of gocjeties. In addition, societies should put up

audit certificates, - : : !
e s copies of their audit certificates and balance sheefs

on their notice boards.

15. Non-agricultural credit societies.—The mechanical portion
of the audit of a non-agricultural credit society
does not differ much from that of an agricultural
credit society. There are more account books
and more items of receipt and expenditure in a non-agricultural
society than in an agricultural credit society. Often there are
items which come under more than one head of account,

Final audit of
other societies.

The most important book even in a non-agricultural society is
the day (cash) book. Insome societies there is a rough cash book
or waste book in which are entered all transactions in the order in
which they take place. From this, the day book proper is Prepa,red,
the daily items of receipts and disbursements being classified and
written separately with a total for the day under each head of
account. In the place of this waste book, what are called credit
and debit slips are used in some banks where the cashier is different
from the ledger-keeper and the secretary who signs the receipts.
The remitter is required to present chalans with payments.
These chalans or paying-in-slips EDH’EEI:iH the details of payments
nade with the signatures of the parties ﬂ.}ld from useful record
for the auditor to assure himself that all items of receipts have
found their way into the books of the society. The entries in
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the rough cash book should be first compared with the
paying-in-slips or chalans and then with those in the fair
cash or the day book. Receipts are issued from a receipt book
in addition to the chalans by most banks. In such cases, t‘he
counterfoils of the receipt book <hould boe checked with tho entries
in the day book Where each constituent is provided with a pass
book, some of these books should be collected from them and tha
entrios in them should be compared with those in the books of the
society. All items of expenditure should be supported by proper
vouchers, and the auditor should see whether they are SO supported.
For entries of book adjustments there will be no formal vouchers but
the auditor should see whether the transfers were made properly from
one head of account to another or vice versa and under competent
authority. The items in the day book should be compared with those
in the special ledgers such as share ledger, fixed deposit, gavings
deposit and current deposit ledgers, loan ledger, etc.

Stores societies.—In these societies, there are certain extra books,
e.g., stock registers, purchase registers, sale chits, bonus register, ete.
Where the stores works under the double compartmental system, the
stock-in-trade in each society 1s divided into the main stock and the
retail stock. The main stock is kept separately under the lock and
key of the secretary or other responsible person and issues from it are
made to the salesman on the basis of indents made by him in quanti-
ties sufficient to cover the sales for a week or a fortn ght. The
special accounts to be maintained are the purchase, issue and stock
register (goods ledger), salesman’s indent register and register ol
issues to salesman, Arrangement are made by the societies for
the effective internal audit of their accounts by the appointment ot
audit clerks or supervisors for the purpose. Departmental auditors
are thereby relieved of much routine work but their responsibility in
regard to the efficiency of audit or to the detection and prevention of
errors and fraunds is not in the least reduced. The following is the
division of work between departmental auditors and internal audit
clerks where double compartmental system is in vogue :—

(a) Departmental auditor.—The auditor should visit the stores
at least once a month for concurrent audit. He should check
thoroughly the following items : (1) all receipts and vouchers with the
cash book or day book, (ii) all bills and invoices relating to pur-
chases, (iii) posting 1n the purchase, stock and issue register, (1v)
personal accounts of merchants or others for purchases made b}:,r the
stores, (v) all receipts of stocks into and the issues from the inner or
main compartment, (vi) all entries in the sales suspense account
and the salesman’s personal account and (vii) postings in the ledger
of borrowings. He need not check all the sale chits, but gha
should thoroughly check the sale chits for three daysin a month to
ensure that the internal audit clerk is doing his work properly.

(b) Internal audit clerk.—He should take care to see that inno
stores the internal check is in arrears for more than a week. He
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should take up the audit soon after the transactions are recorded and
keep the checking up-to-date. He should completely check the
following items : (i) all sale chits (cash as well as credit), (11) calcula-
tion of prices and striking of totals in sale chits, (iii) recovery lists
with chittas where credit sale is in vogue and (iv) all ledger postings.

In stores where double compartmental system of stock ng goods
18 not i vogue the following division of work should be followed —

Departmental auditor—He should do all the items of work
detailed in (a) above and, in addition, check all the sale chits of all

days instead of a test check of the sale chits for three days in
a month.

Internal audit clerk.—He should do the mechanical checking of
all the items that are detailed in (b) above. f F

A complete checking of all sales chits by departmental auditors
is quite necessary even in stores which have adopted the double
compartmental system if it is found that the arrangements made
tor the internal audit of their accounts are not efficient. A percent-
age check of sales chits may be considered adequate only in cases
where the compartmental system of stocking goods is closely adhered
to, deficits in the stocks with the salesmen are correctly ascertained
and recoveries in respect of shortages are promptly effected.,

The auditors should make or cause independent verification of
the balance of amounts “due to > or ‘“due by ” the societies to the
suppliers and customers, reconcile all the outstanding balances and
append a certificate to the effect that confirmation statements have
been obtained from all suppliers (including the wholesale stores in
the case of primaries) and customers and that the balances shown
in the ledgers and the balance sheet agree with them. Statements
that certain accounts with the suppliers or customers could not be
verified for some reason or other should not be accepted.

Audit certificates should not be issued until the auditors furnish
certificates in respect of all the suppliers’ accounts.

The auditors should—

(i) observe the instruction given in paragraph 10 inregard to
the verification and valuation of the stocks in trade,

(ii) investigate whether any heavy advances made to the
employees or purchasing agents for purchases are utilized temporarily
by them for personal use and if any such cases are noticed,
submit special reports about them giving the details,

(iii) if they notice any deficits on a th 0_1*0ug]_1 check of the goods
ledgers, examine the causes for such deficits, and submit a special
report to the Deputy Registrar,

(iv) where a co-operative stores has opened depots, examine
whether separate cash books and goods ledgers are maintained by
the depots, whether the cash balance at the end of each day is
acknowledged by the depot managers, Wliether the receipt of all
artioles from the head office is duly acknowledged and entered in the
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goods ledger of the depots and see that the accounts of the depots
are reconciled with the accounts of the head office,

(v) check the salesman’s liability register maintained under
the double compartmental system and verify whether the signatures
of the salesman are obtained every time articles are issued to him
and he remits the sale-proceeds, and

(vi) in respect of stores which are in the habit of making
occasional credit purchases, serutinize the bills with vigilance.
There is the danger of employees who make the purchases fraudu-
lently converting credit bills into cash bills and misappropriating the
amounts involved. Bills on which it is not clearly indicated that
they are credit bills or cash bills should be pass:d with care.

Weavers societies.—The suditors of weavers’ societies should—
(i) verify whether signatures of members are obtained in the
yarn issue rezister, whether yarn 1s supplied to members only and
whether the members who obtain yarn are genuine weaver workers ;
(ii) check completely the personal ledger and serialwar stock
register. Thebalances in the personal ledgers should be tallied with
the general ledger figures. Every entry in the stock rogister should
he checked and initialled by the auditor with date ; and
(iii) test-check the bulk sales.

While auditing accounts of trading societies such as stores
societies. marketing federations, sale societies, weavers’ societies,
milk supply societies and unions, cottage industrial societies, ete.,
all items of entries relating to receipt of stocks in the stock register,
godown keepers’ register and purchase day book, particularly for the
period immediately preceding the close of the account’year, should
be checked and the balances outstanding against trade deposits
or advances verified. It should also be ensured that the value of all
consignments taken into the closing stock have been debited to the
purchase account and corresponding credit given to the suppliers’
account or trade advances account whenever the consignments are
not paid for in cash. A certificate to this effect should be obtained
from an office-bearer of the society, countersigned by the auditor
n token of having verified it and attached to the audit report.
Audit certificates should not be issued if these certificates are not
a tached to the audit reports. All trading institutions should
reconcile their accounts with those of the suppliers monthly or
bi-monthly and not postpone it till the close of the year

- Audit of central 16. Auditors should note the following speci
‘ | . | ecial
Ezﬁﬂ-ﬁ;{fﬂmﬁﬂ ko points in the audit of central banks :— pa

(i) Anticipated dividend on share capital invested in the
Madras Provincial Co-operative Bank should not be taken into
account for the purpose of profits. |

(11) Some central banks have provision in their by-
forward a portion of their net profits towards the ankliilzﬂem [;?::S;
of the following year. This amount should not be shown a,sxﬁ mis-
cellaneous receipt and included in the profit and loss account. This
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%1’5“? come out of the net profits and as noneed has arisen to spend it
it is an 1tem of liability and is awvailable for distribution in th;
subsequent year along with the net profits of that year after setting
apart the statutory contribution to reserve fund. If this amount is

added to the profits, the effect will be a portion of it wi :
added to reserve fund. portion of it will again be

(iii) The contribution to the supervision fund should be calcu-
lated and debited in the accounts on the 30th June of each year so

that it can be debited to the profit and loss aceount of the same year.

| (iv) In the case of Government promissory notes, the instruc-
tions noted in regard to the verification of securities in paragraph 10
above should be carefully followed.

(v) The amount to the credit of the building fund is in some
contral banks treated as a fixed deposit invested in the bank itself
with a \iew to allow interest on it. There is no need for so treating it
because the fund can carry interest if the bank so wishes even
without treating it as a deposit.  The effect of treating the fund
as a deposit is that the amount is merged in borrowings and does not
appear as a separate item in the balance sheet, This is not correct.
It should be shown separately in the balance sheet.

(vi) The auditors should make a very careful estimate of bad
and doubtful assets with reference to all available information on
the subject. The estimate should be adequate and not unduly
oxcessive. Officers should consult the central banks before recom-
mending a reserve for bad and doubtful debts.

(vii) The auditors should carefully examine whether the banks
have made any adjustments in order to increase their profits and
the results of such examination should be fully recorded in the
audit reports.

(viii) Any subvention given by the Provincial Bank for pur-
poses of rectification work, etc., should not be taken as a miscella-
neous receipt and included in the profit account ; the subvention,
being for a specific purpose, should be spent for that purpose only
and duly accounted for. Any amount which has not been so spent
out of the subvention made should be shown as a liability at t:he E!'Ild
of the year. The subvontion given together with any cj:rntrlbutmu
made by the contral bank will form, as 1t were, EL‘SPEF!IE[U fund for
the purpose, and separate accounts should be mmmaymd to show
the amount received and the amount spent. This should be
exhibited in the audit report under adjusting heads. |

(ix) In the course of execution of decrees and awards against
defaulters of societies, central banks may PIII‘E].}!];EE: '1mm0vabla
properties, sometimes for a nominal value. In disposing of th&iﬂ
properties, the banks may realise more than the purchase price. t
may not be desirable to credit the excess to the prnﬁ.t and loss
account, A reserve may be creatod with the profits realized by the
sale of properties so as t0 debit to this fund the loss, if any, that may
be incurred by the bank in the disposal of other propertiesin its

possession.
yoL, I1—3
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17. Rule XT of the rules issued under the Madras Co-operative
Societies Act governs the payment of fees for the

Levy of audit guditof certain classes of societies. Thoe rule is as
fees—Scale of fees. followa e

(1) Every registered society shall pay to the Government
a charge for the audit for its accounts for each co-operative year
in accordance with the scale fixed by the Registrar with the previous
approval of the Government in respect of the class of soclety to

which it belongs :—

Provided that this sub-rule shall not apply—

(@) (1) to a credit society, a thrift and loan soclety, a society
for fishermen, a society for scheduled castes, a central bank, if the
working capital of the society or the bank as the case may be,
on the last day of the co-operative year does not amount to twenty
thousand rupees; or

(11) to a building society or a primary land mortgage bank,
if the society or the bank, as the case may be, has not completed
three co-operative years after commencement of its business ; or

(0) (1) to a purchase, sale or production society, other than
& loan and sale society, a milk supply society or a weavers’ society
(Purchase and sale) the value of whose purchases, sales of articles
or goods produced, as the case may be, in the Co-operative year doeg
not exceed Rs. 10,000 : or

(i1) toa loan and sale society, a milk supply society, or
a stores society, if the society has not, completed three Co-Qperative
years after commencement of its business ; or |

(i) toa weavers’ society (purchase and sale) until the

completion of the sixth Co-opera‘ive year after itg commencement of
business ; or

twenty thousand rupees ; or

(v) to a weavers’ socicty (purchase and sale ; '
under sub-clause (iii), if the value of its purchages ﬂr)sal}: iﬂél}?:lé
case may be, in the co-operative year does not exceed ten tﬂuula&nd
rupees ; or

(vi) to a loan and sale society not falling under sub-clause
(ii) and transacting ¢ sales’ business, the value of whoge sales in th
co-operative year does not exceed ten thousand rupees ; i

i ; Or
~(vi) to a loan and sale society not falling

clause (ii) a’].ld ad;v%ncmg loans on the securit y of memberg’ produce

whose working capital on the Jast day of the cu-ﬂperativé year dDEé

not exceed twenty thousand rupees ; or

(Vi) to a loan and sale 8ociety not fallin
: " . | > o d 7
clause (ii) and transacting ¢ galeg ’ business ag well a,i ;ds;ni?l?g

loans on the security of members’ produce, if the totq] value of jts
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(¢) to any other class of society whose gross income in the
co-operative year does not exceed Rs. 5,000 ; or
(2) to any agricultural society with unlimited liablity ; or
| (e) to any audit union, district federation or supervising
union ; or
(f) to any society which has its accounts audited at its
OWn expense—

(1) by the staff of an audit unjon in existence on the
9th July 1932 : or

(ii) under an arrangement approved by the Registrar and
in force on the 9th .J uly 1932; or

(iii) by a person authorized by the Registrar to audit the
accounts of the society under section 37 of the Act it such a person
18 willing to furnish the statements prescribed by Rule V and in the
forms required by the Registrar ;

Notwithstanding anything contained in sub-clauses (i1)
and (1iv) of clause (b) of the foregoing proviso, a milk supply society
which has completed three co-operative years, but has not completed
five such years after commencement of its business or the value of
whose sales in the co-operative year exceeds twenty thousand
rupees, but does not exceed forty thousand rupees, shall pay
one-half of the charge payable under this sub-rule.

(2) The charge payable by the society under the sub-rule (i)
shall be paid into the nearest Government treasury within six
months of the close of the co-operative year to which the audit
relates.

(3) All charges leviable under this rule shall be recoverable
in the manner specified in section 58 of the Act.

(4) The Registrar may, at his discretion, remit the whole or
any part of the charge payable under sub-rule (i) by a particular
society or by a particular class of societies for any year or other
specified period.

Scale of fees.—The Registrar has with the previous approval of
the Government fixed the tollowing scale of fees payable by societies
towards the cost of their audit :—

Fees to be
Class of societies, charged
pér diem.
RS, A. P.
1 Central banks o i) & % . s STEE R
2 Urban banks with a working capital of rupees one lakh
and over .. s ‘ : : P e )y

3 Societics (other than central and urban banks) whose

working capital or the value of whose purchases, sales,

or articles or goods produced as the case may be in

the co-operative year is rupees one lakh or over ot TR (10
4 Urban banks with a working capital of less than rupees

one lakh and other types of socicties liable to pay

fees under the rules A S % g oy o0y 40

' i orking capital for the purposes of these scales, the

HIEI::: ?‘ﬁﬁﬁf&éuﬁtﬁﬁiﬁﬁiﬁeﬂ ullt:gﬂidﬂpthair hllEiﬂE!IEJE shall be exeluded,

VOL. II—3A
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(i) In the case of primary land mortgage banks, advance payments made by
members and shown in the accounts ** Members® Loan Deposits 7 till they are
credited to their loan accounts on due dates cannot be treated as part of working
capital for purposes of living audit fees. | ; . :

(i11) As regards weavers’ co-op-rative societies, t-h-‘?-{r main business is the
gale of finished goods of the members and the other transactions are only incidental
to this main business. Fees have to be levied on these societies with reference to the
value of the goods sold in a year, as the intention of the rule is to charge fees with
reference to the main business done by a society.

(iv) A co-operative bank is not liabls to pay audit fe s, if its working capital is
below Rs. 20,000 even though it deals in controlled commodities under by-law 2 (2)
and the total sales exceed Rs. 10,000,

Fees at the above scales have to be collected on the basis of
the actual time taken for the audit of the accounts of the societies
concerned. KEach auditor has to work at least six hours a day in
a soclety. The general principle is that the cost of staff employed
on the audit of banks and societies which are liable to pay audit
fees should, asfar as possible, be covered by the fees collected from
them., Audit feeis leviable for—

() auditing the accounts of societies at the rate of one
day’s fee if the time spent in a day is three hours and more ;

(ii) days spent on the preparation of audit reports which
should be done at the societies themselves ;

(1) time taken for verification of collateral securities of
central banks for the half-year ending 30th June (and not for the
half-year ending 31st December)

(iv) time spent by auditor in assisting Deputy Registrar
in the final closing of accounts of the central banks ;

(v) time spent for verification of fluid resources and the diary
of due dates for fixed deposits :

(vi) time spent on checking of loan applications, etc., in the
administration section of the central banks ;

(vii) time spent by auditor along with the Deputy Registrar
in the half-yearly inspection of central banks :

(vili) time spent by the auditors in the verification of loan
applications of the central banks to the Provincial Bank :

(1x) time taken for the verification of stock by departmental
Inspectors ;

(x) time taken to answer the check memoranda. (Ifthe work
involved is such that it can be attended to by the auditor with
reference to his working sheets and without visiting the society or
if the time spent on such work in the society is less than 3 hours
no fees need be charged) ; and ’

(xi) reconciliation of execution fees suspense-balances forms
part of audit work though done by Territorial Inspectors. Audit foes
should, therefore, be levied for the time taken for thig item of work,

Audit fees need not be levied for the tjme taken by the auditors
for the verification of financial particulars in primary land
mortgage banks. Fees need not also he charged for serutiny

of loan applications of non-credit societios. The Deputy Registrars
need not undertake the scrutiny and recommendation of applica-
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credi_t socleties, both limited and unlimited, The hank staff should do
the job generally. In exceptional cases, the Deputy Registrars
may do it, but fee should not be charged.

Audit fees should not be charged in respect of time spent by

auditors for the preparation of inspection notes or annual statements.
Auditors should not ordinarily be asked to prepare these notes.

Auditors should avoid taking more than one society for audit in a
day but when it becomes unavoidable and work is attended to in two
societies and if the work turned out in one is negligible, levy for the
full day may be made in the other society ; otherwise, levy at the
rate of half a day for each society should be made. Levy for work

over three hours may be made as for a full day and that for less
than three hours ignored,

In the case of audit of Multiple Unit societes, i.e., societies
functioning in more than one State, according to an agreement
arrived at between the Madras and Bombay Governments, each
State should charge audit fees on branches of societies situated
in that State according to the scale in force in that State and
they should pay the audit fees direct to the Registrar of
Co-operative Societies of that State. The Head Office will pay audit
fees to the State Government in whose jurisdiction it is situated
both for the Head Office and for any branch functioning in that
State.

With a view to watch the proper levy of audit fees, Deputy
Registrars should maintain a register allotting a page to each audit-
fee paying society and open a separate register for each year, Details
in the register should be filled up immediately on receipt of diaries
of auditors and discrepancies, if any, reconciled. Under the rule,
the Registrar has power to remit the whole Or any part of the t}utflit
fees payable by a particular society or by a particular class of societies
for any year or other specified period. The total amount of all
remissions granted in a year shall not exceed 2; per cent of theitﬂ!ﬁa.l
anticipated receipts in that year. Theaudit fees payable by societies
are to be paid into the treasury within six months of the close of the
co-operative year to which the audit relates. In the case of all
societies paying audit fees, the entire demand under audit fees Irres-
pective of the fact whether it has been paid or not should be debited
to the year in which the demand is made,

18. Societies which are exemptod under rule XI from the

payment of audit fees and which h‘avﬂ not 'b&kﬂp

Audit fund. auditors at their own cost are required to contri-
bute to an audit fund 10 per cent of their net profits and to pay
to Government either this amount or thu‘ &udlif faaﬁ according tp the
scale prescribed, whichever is less, This Ubllga?lﬂn to contribute
to an audit fund has been imposed on the societies by an amend-
ment made to rule XII in January 1950. The rule, as amended,

8 follows (— . B
rﬂ&dﬂf;nﬂa Zzsiﬂty with shares and unlimited liability, not less

than one-half of the net profits and in a society with shares and
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limited liability, not less than one quarter of the net profits shall
be carried to a reserve fund., In a financing bank with shares and
limited liability , however, not less than one-third of the net profits
shall be carried to the reserve fund until the total of the reserve
fund and the other reserves of the bank equals the paid-up share
capital of the members held by it and thereafter not Jess than one-
quarter of the profits shall be so carr;ed. Every registered society
which does not pay a charge for its audit to the Government accord-
ing to the scale of audit fees preseribed or which does not have its
accounts audited at its own expense, shall next set apart 10 per cent
of its net profits to an audit fund. This amount or the audit fee
according to the scale prescribed, whichever is less, shall be paid to
the nearest Government treasury within three months from the
date on which the audit certificate for the year 1s issued by the
Registrar under rule VII. The remainder of the net profits may
be used in such manner and for such purposes as are prescribed by
the by-laws of the society.

* # * i sk 29

Societies of which all the members or a majority of the members
are Harijans, have Yeen exempted by Government from making any
contribution to the audit fund but this éxemption applies only in
respect of the net profits earned by them for the calendar year
ended with 31st December 1949 or the financial year ended with
31st March 1950 or the co-operative year ended with 30th June
1950, as the case may be.

The effect of the amendment to rule XIT (@) is that societies
which are exempt under rule XT from payment of audit fees or
those which have not taken auditors at their own expense, shall,
after carrying the required percentage of net profits to the statutory
reserve fund, set apart 10 per cent of the not profits to an audit
fund. Societies whose accounts are audited by approved private
auditors, chartered accountants, or retired officers of the Depart-
ment, or auditors under Fundamenta] Rule 127 or societies which
are affiliated to an audit union, need not contribute to the audit fund.
Similarly, societies which are liable to pay audit fees under rule XTI
need not confribute to an audit fund But all other societies
whose working has resulted in a profit, whether they are agricultural
societies with unlimited liability or primary land mortgage banks
weavers’ co-operative societies, building societies, ID&HG&Hd sale

amounts laid down in rule XI, will have to o
of their net profits to an audit fund.

The audit fund, just like the building fund, is
year out of profits at 10 per cont of the net profits.
wards audit fees is made out of the amount to the credi
fund according to a scale of audit fees prescribed
The amount levied should he credited to the same
b0 which audit fees levied under rule

created every
Payment to-
t of the audit
under rule XII.
head of account
XI are credited in the
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Tre&aury, Viz., }FXXI———CG*DPG.I‘&HUH—-(&) Audit fees. But the
amount to be remitted should be limited to the sum to the credit of
the_ audit ﬂ_md or the audit fees a.c_.unrding to the scale prescribed
whichever 1§ lﬁjSS; It should be paid into the nearest Government
Tres!,aury within three months from the date on which the audit
certificate for the year 18 ias.ued by the Registrar, under rule VII.
The balance of audit fund, if any, remaining after payment of the
audit fees as per aca,le‘ pr:escnhed under rule XIT will remain in
the bulainm? sheet under liabilities to be drawn upon in subsequent
years. It is not necessary that for levying audit fees under rule
XIT for a_year, j:he society should work at a profit in that year.
The audit fees will be levied whether or not the society worked
at a profit that year, so long as there is some amount to the
credit of the audit fund. If the amount to the credit of audit
fund in any year is less than the audit fees payable according to
the scale prescribed, the audit fees will be levied to that extent
only. No audit fee will be levied if the society has no amount to
its credit in the audit fund and if it has worked at nil profits
or loss during the year of audit. Deficits in fees should not be
collected in succeeding years. Taking the example of a society
which earned a net profit of Rs. 1,000 in one year, 10 per cent of
it, wviz., Rs. 100 will be set apart towards its audit fund after
setting apart the statutory reserve fund. Supposing the auditor
took 10 days for the audit of the society and the audit fee
payable according to the scale prescribed is Rs. 55, the society
will have to remit Rs. 55 into the treasury towards.audit fee
from out of the audit fund of Rs. 100, The balance of Rs. 45
will be carried forward under liabilities in the balance sheet, If
in the succeeding year, the society has no profits or works aft
a loss and the audit fee payable is Rs. 66 then the sum of only
Rs. 45 to the credit of the audit fund will be levied as audit fee
for that year.

The following scale of audit fees has been fixed in respect of
societies liable to pay audit fees from an audit fund under rule
X1I of therules made under the Madras Co-operative Societies Act:—

Fees to be

(Class of societies. .;3113,1-55(1 per
diem.

B, Ay P

1 All agricultural societies with unlimited liability 312 0
2 All other types of societies liable to cnntrﬂ?ut«: to .tha
audit fund under rule XII whose working capital
or value of whose purchases, sales or articles or

goods produced as the case may be is rupees one i At
lakh or over .. o0 vs Foe &
3 All other types of societies liable t0 contribute to the
andit fund under rule XII whose working G&Pltﬁl
or the value of whose purchases or sales or articles

or goods produced as the case may be is less than N

rupees one lakh i & e 53
NDTE.—-IH computing working capital for purposes of these scales the

Ressrve Fund of societies invested outside their businees ghould be exeluded .
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The audit fees or the contribution to audit fund to be paid
by each society should be worked out as soon as the audit of its
accounts 1s over and the amount so found due should be specified
in the audit certificate when it is issued.

19. The Royal Commission on Labour recommended that all
Aids : registered trade unions should be able to secure,
Audit of unions : .

registered under 1Iree of charge, the conduct of their audit by
the Indian Trade officials of Government and that the reports of
et OBl 098 s offivial auditors on trade union audits and
investigations should be made available for the public as well as for
the unions. The Government of India in inviting the attention of
Local Governments to this recommendation suggested that it might
be possible for them to utilize the services of the officers of the
Local Fund Department and such of the officers of the Co-operative
Department as might be qualified to act as auditors. On a
reference from the Commissioner of Labour on the subject, the
Registrar agreed to the audit of trade unionsin the State, except
those in the City of Madras, by the officers of the Co-operative
Department. According to this arrangement, the accounts of the
trade unions in the mufassal, are audited by the auditors of the
Co-operative Department as and when applications for free audit
are received from the unions concerned and forwarded to the
Registrar of Co-operative Societies by the Commissioner of Labour,
who is the Registrar of Trade Unions under the Trade Unions Act,
But Deputy Registrars should not arrange for the audit of any

Trade Union without a specific direction from the Registrar in
each case.

20. Government have also permitted the audit of the accounts

. of the District Tuberculosis Associations free of
tiuﬁ;‘i‘““f a880¢l8: " 605, The Deputy Registrars, on receipt of appli-
cations from the secretaries of these associations,
arrange for the audit of the accounts of the associations by deput-
ing Inspectors and furnish the associations with copies of the
reports. Government have also ordered that the accounts of
the Madras Industries Association migiit be audited free of cost
by the staff of the Co-operative department,



CHAPTER II.,

ARBITRATION

The object of the Co-operative Societi

Statutory pro. bhrift, self-help and Co-operation

vision for settle- culturists, artisans and
ment of disputes.

among - agri-
persons of limited meang

and it will be impossible to attain these obj
if the members of societies have, for t - objects

disputes, necessarily to undergo all the trouble and worries
expensive and protracted litigation. Section 51 of the Madras
Co-operative Societies Act VI of ]
the compulsory settlement of disputes arising in societies by the
Registrar or by any person who has been invested with powers in
that behalf by the Government, or by an arbitrator nominated by
the Registrar, instead of the disputants having to go to the ejyil
courts. The object of filing the dispute before the Registrar is to

assure its speedy disposal by avolding the complex and elaborate
procedure of the civil courts.

Rule XIV (1) of the rules framed under the Co-operative Socie-
ties Act IT of 1912 (India), laid down that the disputes in societies
‘may’ be referred to the Registrar. As the word ‘may’ gave
rise to some di iculty of interpretation, the Madras (Townsend)
Committee on Co-operation suggested that the word “may’ should
be replaced by the word ¢skall’ so as to exclude, without any
ambiguity, the jurisdiction of civil courts. This suggestion was
adopted in section 51 of the Madras Co-operative Societies Act
(VI of 1932).

2, The word ¢ Dispute® includes all matters touching the
What is a business of a registered society and which could
‘ Dispute.’ form the subject of Ciwil litigation. This word
as used in section 51 of the Act includes also a claim by a regis-
tered society for any debt due to it from a member, past member,
or the nominee, heir or the legal representative of a deceased
member whether such debt be admitted or not. But .the
disciplinary action taken by a society or its committee against
a paid servant of the eociety is specifically excluded from the
operation of section 51. If a debt is overdue and the defaulter
fails to pay or refuses to show adequate cause for non-payment,
he is liable to be proceeded against under section 51 and the sum

awarded 18 recoverable as a decree.

Any dispute about the election of office-bearers or the validity

of a meeting of a co-operative society can be tried unde:'r this
section because the eleotion of its office-bearers or the holding of

& meeting is definitely a part of the business of the society.
' '- ety ' does not merely
The term ‘business of a registered society :
mean those items of business for the transaction of which the




42 THE MADRAS CO-OPERATIVE MANUAL

society was organized but also includes any kind of transactions
which the society may have either with its members or with its
employees. The provisions of section 51 of the Act should " be
resorted to for the recovery of sums not only due to societies but
also due from societies.

3. Most of the disputes filed by co-operative societies relate
to loans due to them by members. A society
When the aid of working on sound co-operative lines should not
gection 51 is to be . iy
e a0, refer all the cases of default wholesale for decision
under section 51 of the Act. A co-operative
society is an association of men of character. They should exercise
mutual control and supervision among themselves and
there is, therefore, no need ordinarily for a society to
obtain an award or decree against any of its members., An award
against a member generally means either that an undesirable
person has been admitted into the society or that members have
failed to exercise mutual control and supervision or that the
member could not pay owing to circumstances beyond this control.
It is the duty of supervising unions to impress on the members
of societies the need for exercising their personal influence on
defaulting members and for recovering their arrears by persuasion.
It is only as a last step that any overdue debt should be referred
for adjudication under section 51 of the Act. If, however, the
default is caused by circumstances with the control of the
defaulter and an award or decree becomes necessary, it should be
obtained without delay and executed expeditiously in order that
it may have a deterrent effect on other members.

When approached by parties seeking solution for their troubles,
officers should not, as a matter of course, advise them to file refer-
ences under section 51. Theyshould; as far as possible, try to
solve the troubles by amicable settlement; it is only when their
attempts at compromise do not bear fruit that they should suggest
the filing of arbitration references. Kven after the dispute is filed
if the arbitrator could effect a compromise he should do so; for
a friendly settlement of disputes is the right spirit of GD-DpBrﬂtiDﬂj
Deputy Registrars cannot refuse to entertain disputes on their
file on the ground that they are barred by limitation or do not
come within section 61. When the parties raise these points as
specific issues, they may decide the issues. Deputy Registrars
should report to the Registrar for his information all cases of
arbitration references filed by one society against anothew except
those filed by central banks a ainst rural credit societies.

4. The references will have to be made to the Registrar or to the

person exercising the powers of a Registrar

En'f;ﬂ “;:3‘;1 :Eﬁi:a under section 51 (1) of the Actin a digﬂtrict.
sl Deputy Registrars of Co-operative Societies are
‘ invested with, and exercise, the powers of

& Registrar under section 51 (1) of the Act, in their jurisdiction,
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officers and not to the Registrar or the Joint Reg|
such powers throughout the State.

[{,‘gﬂimt g 6. Section 51 (1) of the Act lays down the
referencos may be Persons against whom a reference
filed., made. It is as follows :— i
¢ |- 1 : -
It any dmpute touching the business of a registered gociety
(otl‘mr than_ a dlspui:@ regarding disciplinary action taken by the
soclety or 1ts committee against a paid servant of the soc ety)
arises— {
(@) among members, past members and persons claiming
through members, past members and deceased members, or
(b) between a member, past member or person claiming
through a member, past member or deceased member and the

soclety, 1ts committee or any officer, agent or servant of the society,
or

(c) between the society or its committee and any past
committee, any officer, agent or servant, or any past officer, past
agent or past servant, or the nominee, heirs or legal representatives
of any deceased officer, deceased agent, or deceased servant, of the
society, or

() between the society and any other registered society,
such dispute shall be referred to the Registrar for decision.”

These provisions are applicable to disputes arising between
members or other persons mentioned therein and not to others.
For instance, disputes in which non-member depositors or other
creditors (non-members) are parties do not come under these pro-
visions ; they should be taken to civil courts. DPersons eclaiming
through a member include the heirs, executors or administrators
and assigns of a member and also his nominee where nomination
is allowed. The provisions of sub-section (1) cannot be applied
to disputes between a society and non-members who stand surety
to the paid staff of the society. It is, therefore, necessary that
societies should insist on their paid employees getting only members
as sureties to enable them to take action against such sureties
under section 51 of the Act in case they are found liable to make
good any loss that is caused by the neglect or cupidity of the

employees concerned.

6. The panchayat or directorate of a society should ordinarily
pass a resolution authorizing the secretary or

Application  to  t}s president, whoever is competent to sue under
SR its by-laws, to refer to the Deputy Registrar for
decision overdue loans or other disputes specified in the resclution.,
According to rule XV (1) of the rules framed under the Act the

reference should be in writing.

In the case of societies in charge of agents appointed 111](]31: (heir
by-laws or managers appointed by the Registrar under section 43
of the Act, it is not advisable that the agents or managers should
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take upon themselves the responsibility of filing references against
past committees, past officers, part employees, etc., under section
51 (1) (¢). In such cases, the plaints should W.hBl‘B possible be
supported by general body resolutions of the societies concerned.

A society which has resolved to refer a case of dispute should
apply to the Deputy Registrar and should attach to its application—

(i) a copy of the resolution of the panchayat or directorate
or general body referring the case for decision (full names and
addresses of the defaulter and the sureties and the fact whether
the principal and sureties are alive or, if dead, the names of their
heirs or their legal representatives should all be given) ;

(ii) the bond executed by the defaulter in favour of the society
in original (societies have, however, been permitted to produce
bonds at the time of hearing) ;

(iii) a copy of the extract of the loan ledger certified as correct
by an officer of the society ;

(iv) a statement of the nature and amount of the society’s
claim, in the form prescribed ; and

(v) fees prescribed by the Registrar.

In respect of defaulters who owe more loans than one to
a society, references may be consolidated into one and filed provided
the property mortgaged is the same or the sureties are the samein
the several loans under dispute. In all other cases, separate refer-
ences should be filed and separate awards obtained.

7. On receipt of references under section 51 of the Act, the
i e ¢ Deputy Registrar should examine whether they

references by the come under the provisions of the section. He
Registrar. should see whether or not—

(i) the dispute is between the persons mentioned in
clauses (a) to (d) of sub-section (1) of section 51 ;

(ii) there is cause of action for a dispute (the existence of a
dispute is essential) ; and

(iii) the dispute relates to the business of the society.

For instance, the conduct of a member appearing as an advocate
on behalf of a society cannot be made the subject-matter of a refer-
ence as the member has not acted in his capacity as member,

After satisfying himself whether the dispute is within section 51
the Registrar may admit the reference and take it on his file Hc;
shouldnot get any administrative or preliminary enquiries con(i'u cted
into the dispute, before admitting it. Defective plaints filed b .
societies should be returned to them for re-presentation by a sp.euiﬁeﬁ
date after rectifying the defects ; the office-bearers of the aﬂcietias
concerned are liable to be held personally responsible for anv loss
that the societies may sustain owing to the claims gﬂttinytima
barred on account of their failure to re-present the plaints % the
dates specified. The Deputy Registrar will acknowledge the rasr.:ei t
of references and particularly of any bonds or valuable ﬂﬂnuriti}éa
filed with them. TIn each case, sufficient details of the valuable
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socurities filed should be given so that
receipts in the place of bonds and make 5 note in the loan ledger
that the bonds have been, sent for decigion, This precaution is very
necessary as it is the duty of the auditor to verify all bonds during
audit and delay and inconvenience may be caused if the society

can produce neither bonds nor any evidence to show definitely
what became of them.

he society may filo these

8. The Deputy Registrars oxercising the powers of a Registrar
under section 51 should themsel: e hear all
Dt‘i‘f‘{ﬂf}”{;zim E.? difficult myl complicated cases filed before them.,
arbitrators, Other ordinary cases (money diSputE:S) may be
transferred under clause (b) of sub-section (2) of
section 561 to any persen invested by Government with pPowers in
that behalf (Co-operative Sub-Registrars) or referred under clause
(c) of the same sub-section to an arbitrator or arbitrators. Co-
operative Sub-Registrars have been invested with the powers of a
Registrar under sub-sections (2) and (3) of section 51 of the Act, If
the parties to the dispute request that the matter may be decided
by a body of arbitrators, the Deputy Registrar may asree to that
course and ask the parties to the dispute to nominate one each,
himself nominating the third. The arbitrator appointed by the
Deputy Registrar shall act as the chairman of the body of arbitra-
tors and shall fix the time and place for the hearing of the dispute
and carry on the necessary correspondence in connexion with the
reference. All disputes falling under the purview of clause (¢) of
sub-section (1) of section 51 (viz.) disputes between a society or its
committee and any past committee, any officer, agent or servant,
or any past officer, past agent or past servant or the nominee, heirs
or legal representatives of any deceased officer, deceased agent or
deceased servant, of the society should be heard by the Deputy
Registrars themselves and should not be tmnsferre(l to any thflﬁl‘
officer or arbitrator: so also references filed by Eﬂ-?p&l‘&tl‘i’:ﬂ
gocieties for the staff of the Co-operative {lep&rtmeni‘i against their
members, It is also desirable that Deputy l_%ogmtra;m should
themselves dispose of references filed by societies praying for
conditional attachment of property before judgment. Deputy
Registrars and other persons deciding disputes under clauses (a)
and (b) of sub-section (2) of section 51 cannot designato t-hemaf:fl‘fres
as arbitr torsin deciding the disputes. The officer will be deciding
the dispute in the exercise of his powers as REglstrgr or the powers
he has been invested with in this behalt by the Government,

sansfer or reference of disputﬁas to other oiﬁﬂ:eara or arbit-
mtDTr:ﬂﬂ::'&Eisapns&l should be iIn Writmg_. When r?fﬁrel?m_as are
veferred to arbitrators, the Deputy Registrars ﬂ!lﬂlld mf(;lma',l{-ﬂ:y
fix a time within which the 1'Esfereuﬂes_slmuld be disposed of. This
does not mean that the arbitrators will cease tq bfsl cumpet%}llfl to
dispose of the references concerned after the Hp@{;)llﬁﬁ d&t_pe. ]1&53
and until the order appointing the person as an ﬁih- ltrm_;u; IS G&nf?e e
or suits referred to him for disposal are withdrawn, he continues
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to be the arbitrator to dispose of the suits in question. Ifon account
of any reason the reference could not be disposed of within the time
fixed, extension of time may be given in writing. In cases of
unusual delay either by the officers or by the arbitrators, the Deputy
Registrar should withdraw the references and disposo of them
promptly. The services of non-official co-operators should be
utilized to the fullest extent possible in arbitration work.

9. The Registrar or the arbitrator or body of arbitrators or any
other person deciding a dispute have powers under
e RB;;S the rules to administer oaths, to require by
rarand arbitrators Issue of summons the attendance of all parties
and procedure in  o,naemed including witnesses and to require the
P LA HIpULSe, production of all books and documents relating to
the subject-matter of the dispute preferably at the headquarters
of the society or at somo convenient place as near to it as possible,
As far as possible, the parties to the suit should themselves bring
their witnesses at their own cost, Parties desiring to have certain
persons examined as witnesses whose attendance they cannot secure
without summons, can have summons jssuod to them by the Deputy
Registrar or person deciding the disputo or arbitrator or arbitrators
on payment in advance of the expenses of travel, ete., incidental to
such process. No rules have been laid regarding the rate of batta
which may vary according to local conditions.

On the admission of the dispute, the Deputy Registrar, or other

Tssue of sum. OHicer deciding the dispute or arbitrator or arbit-
mons—Issue  of Trators should issue summons to the parties,
summons for = With regard to the mode of service of summons,
production of

Aot <o the fﬂllnwmg 11:151:1'_11-3‘51{1115 155ueF1 uud?r the rules
vice of summons, May be of some guidance to arbitrators—

(1) Every summons issued shall be in writing, shall be authen-
ticated by the signature and the seal, if any, of the officor by whoiu

it 18 issued and shall he signed by such officer op by any person
authorised by him in writing in that behalf

It shall require the Person summoned to appear befors the said
officer at a stated time and place, and shall specify whether his
attendance ig required_ for the purpose of giving evidence, or to
produce a document, or for both purposes; and any particular

document, the production of which is required, shall be deseribed
in the summons with réasonable accuracy.

~ (2) Any person may be summoned to produce a document,
without being summoned {o give evidence; and any person summoned
merely to produce a document shall be deemed to have complied
with the summons if he causes such document to he produced,
mstead of attending personally to produce the saue.

(3) The service of summo
ny of the following ways :—

(@) by giving or tendering it to such person § or

f18 On any person may be effected in



, by leaving it at his last

known place of abode or business or by giving or tendering it to

gome adult member of hig family ; or

(¢) if the address of such person is k
' : to the D
Registrar or other authorized erson, bv sen i Sl o éputy
tered post; or 5 » DY Sending it to him by regis-
(@) if none of the means aforesaid is ayaj
: : v 34 table, b e
11 50me conspicuous part of his last-known place of abode if&i;ﬂﬁ;

(4) Person served to sigy, acknowledy,

I ¢ gment.—Where th
officer delivers or tenders g copy of the summons to the deSairga,nt'
Persa:_umlly or to an agent or other Person on his behalf, he shall
require the signature of the person to whom the copy is smﬁdeh'?ered

or tendered to an acknowledgment of service endorsed on th
original summons, e

(5) Endorsement of time and manner of service.—The sepv;
officer shall in all cases in which the summons has been Eewedlgg
giving or tendering it to the defendant personally or to ap agen};
or other person on his behalf endorge or annex, or cause to be
endorsed or annexed on or to the original summons a refurn
stating the time when and the manner in which the summons wag
served and the name and address of the person (if any) identifying
the person served and witnessing the delivery or tenderp of the
summons.

(6) Service on civil public officer or on servant of railway company
or lacal authority.—Where the defendant is a public officer or is the
servant or a railway company orlocal authority, the officer issuing
the summons may, if it appears that the summons may be most
conveniently so served, send it by registered post prepaid for
acknc:w]edgment for service on the defendant, to the head of the
office in which he is employed together with a copy to be retained

by the defendant.

When summons sent by registered post are refused by the parties
and the Postal Department gives such an endorsement, the summons
shall be deemed to have been properly served. In the case of service
by affixture, the person entrusted with the service of summons
should, as far as possible, get the attestation of some respectable
persons of the locality regarding the manner of service. Care
should be taken to see that summons are served in time on the parties
S0 as to enable them to appear before the person hearing the dis-
pute Wwithout undue inconvenience or haste. Where summons
has not been served properly on all persons cmmeme’d befa_:are the
date of hearing, the Deputy Registrar or other person including the
arbitrators deciding the dispute should &d]ﬂurr_t the hearing of
the dispute to some other day and arrange for the issue of summons
mm time for the next hearing. Where the pa,r!:i:es‘ who have appeared
at the first hearing give an undertaking in writing to appear at the
hext hearing, no summons need be served on them again for the
Subsequent hearing. Adjournment of hearings should as far as

Possible be avoided,

ing
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The Deputy Registrar or other person deciding the dispute or the
arbitrator or arbitrators shall record (or cause to be recorded) a brief
note (deposition of parties), in English or in the regional language
of the deposition of the parties and witnesses who attend, read it
out and translate i1t to them, if necessary, and take their signature
in token of their acceptance of the same. They shall also attest
the same to indicate that the deposition was taken by them or before
them. Upon the evidence so recorded and after the consideration
of any documentary evidence produced by the parties, a decision
or award, as the case may be, should be given setting out his or their
reasons for the decision and reciting the facts necessary to draft the

decree. The decision or award given should be reduced to
writing.

The arbitrator must hear all the evidence in the presence of
both parties ; he should be careful not to examine a party or witness
except in the presence of the opposite party. If any party keeps
back his evidence or fails to attend when called upon, the person
hearing the dispute may proceed ex parte: he should, however,
warn the party that failure to attend will lead to ex parte proceedings.
If the defendant or defendants do not appear before the officer
deciding a dispute in person or by proxy, the officer shall make
a searching enquiry whether the summonses have been properly
served. An attempt should be made to send for the parties or

to serve the summonses a second time in a way different from the
one adopted at first.

When several arbitrators are appointed, the opinion of the
majority shall prevail.

10. After hearing the parties and recording their depositions in
: the manner laid down in paragraph 9 and satis-
dﬂ‘gf;lgmﬂ“t’ 8¢ fying himself on points of law such as limitation,

ete., the Deputy Registrar or the person deciding
the dispute or the arbitrator should write out a judgment giving the

reasons for the decision. In simple cages, they may leave a note
in the file regarding the decision and issue a decroo. A decree shall
also be issued in conformity with the judgment on the same day.
The judgment should be pronounced to the parties, if they are
present. A copy of the decree should be given to the plaintiff free
of cost. Intimation regarding the issue of decrees should be handed

overinperson to the defendants by the arbitrators and their acknowl-
edgments obtained.

Officers or arbitrators or persons deciding the disputes may allow
the contract rate of interestin decrees and awards lezwing it to the

gocieties to allow a rebate to the Judgment-debtors at the time of
payment, wherever possible a

: nd necessary wit}
financing bank concerned. V| Wittt approval of the

Deputy Registrars, arbitrators and other

: JErson 11 Qe
plltﬁﬂ can give Ilﬂtv Dﬂ}.y or din&ry ]I[{]ngy persons dﬁﬂldﬂlg dlE

decreos but mortgage
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decrees as well. I'n cases where immovable properties have been
mortgaged to societies as security, decrees may be given against
gugh properties: Personal decrees should not be given against the
heirs of deceased borrowers. The liability of the legal representa-
tive of a deceased person in respect of debts due by the latter
extends only to the property of the deceased which has come into his
hands and has not been duly disposed of. Decrees can, therﬂfi.‘:re,':

be passed against the heirs of deceased borrowers only to the extent
of the assets of the deceased left in their hands.

. When mortgage awards are given, it is not essential that the
decree-holders should proceed against the mortgaged properties in’
the first instance. In the award it is usually stated as follows :
“In default the plaintff may recover the amount due together
with further interest at pies per rupee per mensem until
realization and together with further costs from the defendant per-
sonally or the mortgaged properties or his other properties in any
order he pleases.” Awards in the above form can, however, be
given only in cases where the mortgage bonds contain a covenant
empowering the mortgagees (societies) to recover the loan amounts
in any manner they choose. The form in which mortgage bonds
may be obtained is given in Volume III of the Manual. s

When members who are managers of joint Hindu families take
mortgage loans for the benefit of their families, persons who are not
members but who have an interest in the properties mortgaged
sometimes join in the execution of the mortgage deeds. In arbit-
ration proceedings against these members it is not necessary to
implead as defendants such co-executants: who are not members.
The manager of a joint Hindu family has got powers to martgage
not only his own interests in the family properties but also the
interests of the other members of the family if the debts contracted
were for the benefit of the family. Whether or not the members has.
described himself in the mortgage deed as the manager of the family,
it is open to the society to proceed against the mortgage property
in the execution of a decree obtained against him provided it is
recited in the mortgage deed that the debts were contracted for

the benefit of the family. -

In the case of references disposed of by arbitrators, they should
submit the files along with their judgments, dEﬂrees and recnrda. of
enquiry to the Deputy Registrar. These otiicers should examine
the files and send copies of decisions or awards or decrees to the
parties concerned. In cases where Intimations have not been
handed over to the defendants in person, they should be sent to
them by post at the cost of Government. | g

The arbitrators cease to exercise their powers a:fter they make
an award ; they have no power thereafter to amend it. ‘T_hay may,
however, modify or correct an award where the award is imperfect
in form or contains any obvious error which can be amended.wmhu]lt
affecting such decision or where the award contains a clerical mis-
take or an error arising from an accidental slip or omission,

voL, 1I—4
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11. In the case of money disputes, if the debtor admits the claim
and asks to be allowed to pay in instalments the
Issue of instal- Deputy Registrar or arbitrator should _pass a
et deorees 1ot jo:1ee in favour of the society and leave it to the
i society to exercise what clemenocy it may see fit
in executing the decree. Such a procedure 19 essential as the
8ocieties generally file references only after having exhausted all
persuasive means of recovery.

12. Neither the Deputy Registrar nor the arbitrators nor other

persons deciding disputes have power to issue

o Power to issue 5, innction orders or direct stay of proceedings.
e S They are expected to decide disputes at once.

13. In the course of arbitration proceedings, the natural guar-
dians of the minor legal heirs of deceased borrowers
sometimes refuse to be appointed as guardians.
In similar circumstances civil courts appoint one
of their officers to be the guardian. Section 51 of the Madras
Co-operative Societies Act does not, however, confer such powers
on the Registrar or the arbitrators appointed by him though they
¢an recognize the guardians appointed by civil courts. Where
guardians have to be appointed, the parties should go to civil
courts

14. The rules require the Registrar or the persons to whom the
disputes are referred or the arbitrators to decide

. Decision to be disputes in accordance with justice, equity and
E;f;”“:gﬂffyﬁg good conscience. In other words, the officer in
good conscience, deciding a dispute has a greater latitude than the
court in order to do complete justice between the

parties ; he may take the moral aspect of all questions into

consideration and base his decision on equity and good conscience,

The rules of the Indian Evidence Act, 1872 (vide section 1) do not
apply to proceedings before an arbitrator and although he should
endeavour to follow the general rules in admitting evidence, he is
notv required to comply strictly with them, and failure to comply

strictly with the provisions of the Evidence Act 18 not a valid
objection to the award.

The Deputy Registrar or arbitrator or any person deciding a dis-
pute should, however, follow the common laws of the land in so
far as they are not inconsistent with the express provisions of the
Madras Co-operative Societies Act and the rules framed thereunder.

16. The points of common law likely to come up before the
arbitrators frequently relate to the law of limitation. The period
of limitation for referring a dispute to the Registrar for decision is
regulated by the provisions of the Indian Limitation Act, 1908

1 (IX of 1908). The relevant portions of the Act
QT SRR SHOR s Yo Bo Boie 16 st in disposing of
arbitration references are dealt with below :(—
_Section 3 of the Indian Limitation Act, 1908, requires a court
to dismiss any case filed after the period of limitation prescribed
therefore although limitation has not been set up as a defence,

No power to ap-
point guardians,
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acknowledges the debt in writing. The acknowledgment of the
debt need not be expressed; it may be by implication. An
acknowledgment made after the debt has become time-barred does
not save limitation. In such cases, limitation could be saved and
the claim 1evived only if the party enters into an -agreement
under section 25 of the Indian Contract Act, 1882, binding himself
to pay the time-barred debt.

Under section 20 of the Limitation Act, a fresh period of limi-
tation will count from the date on which the debtor or his duly
authorized agent has acknowledged in his handwriting or in a
writing signed by him the payment made towards principal or
interest. In the case of payment made towards interest before 1st
January 1928, such acknowledgment is not obligatory. While
for the part-payments made before 1st January 1928 the endorse-
ment of payment must be in the handwriting of the payer for
principal alone, for part-payments made after lst January 1928,
the endorsement must be in the handwriting of, or in a writing
signed by the remitter for inierest also.

In the case of bonds executed by two or more persons jointly,
the acknowledgment of debt or payment made by one debtor does
not save limitation running against the other parties to the bond.
Societies should endeavour to get the required acknowledgment
from all the parties to the bond and see that claims against all

debtors are kept alive.

Articles 73 and 74 of the First Schedule to the Limitation Act
prescribe the period of limitation in respect of pro-notes. The
period of limitation is three years from (i) the date of the pro-note
in the case of pro-notes payable on demand, (ii) the due date for
repayment in the case of pro-notes payable in lump sum and (iii) the
due date of each instalment in respect of that instalment in the case
of pro-notes payable in instalments. lf the pro-note has been
registered, the period of limitation 1s SIX years instead of three
years. In the case of a mortgage bond, the period of limitation for

enforcing the mortgage right is 12 years from the due date.

ions of the Indian Limitation Act generally
51 of the Act, two exceptions are

provided for inrule XV of the rules issued under the Madras Co-
operative Societies Act. Firstly, 16 is laid down that a dispute
between (i) the society or its committee and (ii) any past gnmmltt;ee,
any past officer, past agent, or past servant or the IlDﬂll:ilEEl, heits
or legal representatives of any deceased otficer. flﬂﬂﬂ&ﬁe agent or
deceased servant of the society shall, where the dispute rﬂlfl;?HS "m
any act or omission on the part of the soclety or its eommittee, or

| i t agent or past servanto:"
an ast committee, any past oiicer, Pas u
! or leﬁ&l representatives ot any deceased officer,.

the nominee, heirs .
deceased agent or deceased servant of the society, be referred to the

VOL., II—4A

Though the provis
apply to disputes under section




E
Fl-
e )

52 THE MADRAS CO-OPERATIVE MANUAT

Registrar within two years from the date on which the act or omis-
sion with reference to which the dispute arose, took place. Secondly,
disputes relating to the election of a member or an officer of the
committee of a registered society should be referred to the Registrar
within two months from the date on which the election with
reference to which the dispute arose, was held,

16. Section 51 (5) of the Madras Co-operative Societies Aot
empowers the Registrar to revise of his own

s motion: of  on. thA application of a party
Powerg Qs Bogiss, 0 reference, any decision thereon by a

person to whom the reference has been trans-
ferred under clause (6) of sub-section (2) of section 51 or referred
under clause (¢) of the same Sub-section, This power is exercised
only by the Registrar of Co-operative Societies (Presidency Regis-
trar) and the Joint Registrar of Co-operative Societies. It should
be noted that the Registrar has no powers under section 51 (5) of
the Act to revise the decision of g Deputy Registrar if the decision
18 given under clause (a) of sub-section (2) of section 51 in exercise
of his powers as Registrar under that sub-section. The decision of
& Deputy Registrar can however be revised under the general
powers of revision conferred on the Registrar and the Government
under section 57 of the Act. If, on the other hand, the reference
has been received by the Registrar or the Joint Registrar in the

clause (b) of sub-section (2), the Registrar or the Joint Regisﬁrar

can exercise his powers of revision under section 51 (5) In respect
of that dispute,

17. No civil or revenue court hag the power to call in question
Finality i the decision in a reference under section 51 of the

A Act. As mentioned in the preceding paragraph,
the (Presidency) Registrar and the Jojnt Registrar

have got powers to revise the awards passed under clauges (b) and (c) -

of sub-section (2). Barring this, all awards or decisions
under gection 51 of the Act are final. |

18. The rules issued under the Act lay down that legal practi-

| : tioners shall not be entitled t appear to represent
lagﬁft;?iﬂtiﬂiz ners.  Parties in the proceedings under section 51 of the
Act. In the case of Important and complicated
references, legal practitioners may, however, be allowed to appear
if the Deputy Registrar or the bersons deciding the dispute or
the arbitrators think that such a course may help them tg dispose
of the references more conveniently and expeditiously. Thig is
entirely within the discretion of the persons hearing the dispute.

19. Arbitrators and other persons deciding the disputes under

Privi section 51 of the Act are ent tled to use service-
vileges of _ -
arbitrators, postage stamps. The arbitrators are also entitled

| to travelling allowance under the Madras Travel-
ling Allowance Rules, All decisions, decrees and awards issued
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under the Act are exem

plain paper. Pt from stamp duty ; they can be issued on

20. Sub-section (4) of section 51 of the Act

. empowers the
Regist : .

Gstitei i gistrar bo order, under certain circumstances,
attachment of .Gt' conditional attachment of properties of
roperties bef artie 1 4 ;
%Eulrmi vefore P / 8 to a dispute before the decision is

arrived at.

The relevant, sub-section is ag follows :—

¢ ’Whlere the Registrar is satisfied that a party to any reference
made to him under sub-section (1), with intent to defeat or delay
the execution of any decision that may be passed thereon—

o éf) 18 about to dispose of the whole or any part of his pro-

(b) 1is about to remove the whole or any part of his propert
from the local limits of the jurisdiction of the Registrar, g

the Registrar may, unless adequate security is furnished,
direct the conditional attachment of the said property or such part
thereof as he thinks necessary ; and such attachment shall have the
same effect as if it had been made by a competent civil court.”’

These powers are reserved for the Registrar or the other depart-
mental officers exercising the powers of a Registrar under this
sub-section of the Act and cannot be exercised by arbitrators.
When an attachment has been made under this section, no fresh
attachment is necessary, if the decree passed in the dispute is sought
to be executed under section 57-A of the Act. Proceedings sub-

sequent to attachment can be carried on in accordance with rules
XXII and XXIII of the rules made under the Act.

If it is proposed to get the property of a member azainst whom
a decision or an award is sought under section 51 of the Act attached,
‘an execution petition in form No. 1 specifying the properties to be
attached and mentioning against column 2 of the execution petition
the fact that attachment has to be made before judgmenf, should be
sent along with the plaint. The plaint should also be accompanied
by the chalans for the remittance of the necessary arbitration fees
and execution fees. A true copy of a resolution of the panchayat
or directorate giving reasons for seeking conditional attachment
should also be enclosed. Attachment before the issue of an award
or a decision should be sanctioned only in exceptional cases.

91. Under sub-rule (7) of rule XV of the rules under the Madras

Co-operative Societies Act, the decision or award

Execution  of ghal] (save as provided in sub-rule 7-A) be en-
Siparce forced in any one of these ways—

(@) on an application to the Registrar of the district, in which
the cause of action arose, the decision or award shall be enforced

as provided in rule XXII; -
; (b) on a requisition to the Collector of the distriot or to any
person authorized by him in this behalf, made by the Registrar of

Co-operative Societies, all sums recoverable under the decision or
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award shall be recovered in the same manner as arrears of land

revenue ; e

(¢c) on application to the civil court having jurisdiction over
the subject-matter of the decision or award, that court shall enforce
the decision or award as if 1t were a final decree of the court.

‘ Vi include village courts constitute
Nori.—In this sub-rule 1, Civil Courts ghall 1nc
under the Madras Village Courts Act (Madras Act I of 1869).

Sub-rule 7-A of rule XV lays it down that where the decision
or award is for delivery of possession to a society of land resumed
by it from a member for breach of cﬂndjtiur}s uf thfa aﬂmgnmant, the
society may apply to the Registrar of the district in which the land
s situated for enforcement of the decision or award. On such appli-
cation, such Registrar or sale officer empowered by him shall deliver
possession of the land to the society or to such person as 1t may
appoint to receive delivery on its behalf by removing, if necessary,
any person bound by the decision or award who refuses to vacate
the land.

Under the orders of Government, the Revenue Department is
not entrusted with the execution of co-operative awards or decrees
and the execution of decrees through civil courts is found to be costly
and to result in delay. Societies are, therefore, resorting to the
departmental execution of decrees mentioned in item (a) above.

92. Sub-rule (5) of rule XV of the rules under the Madras Co-
operative Societies Act empowers the Registrar
to prescribe a scale of fees according toc which

expenses incurred in determining the disputes can be ordered to be
paid.

Costs of dispute.

The following schedule of fees has been prescribed by the Regis-
trar .—

(1) A fee of Re. 1 per plaint relating to monetary disputes

‘E’heﬂ the amount or value of the subject-metter in dispute exceeds
8. 150,

(2) A fee of Re. 1 on all revision petitions other than those
referred to in item (3) below.

- (3) Afeeof Rs. 100 on each plaint relating to non-monetary
disputes and for each revision petition thereon.

(4) Re. 1 per plaint relating to disputes regarding possession of

land resumed by a society from a member for breach of conditions of
assignment.

Since the powers under section 51, except that in clause (5)
have been delegated to Deputy Registrars, these officers are com-
petent to exercise the power of refund of arbitration fees under rule
XV (5) (¢) in respect of all references taken on file by them. It is only
~In the case of revision petitions under section 51 (5) that the Registrar

or Joint Registrar will have to decide on the refund or the extent
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of the refund. The power to refund i8 to be exercised by Deputy
Registrars in the following two cases only :—

(1) In the case of flon-monetary disputes where Deputy
Registrars decide in remitting the whole or part of the sum of Rs. 100
collected at the time of entertainment of the reference,

(2) In the case of unappropriated arbitration fees remitted
by societies in excess of what is due from them. Under no circum-

stances can the fee Re. 1 appropriated for each monetary reference
of the value of over Rs. 150 be refunded.

Nore.—The word * Registrar’ oceurring in this chapter includes a Deputy
Registrar or a Co-operative Sub-Registrar invested with the powers of a Registrar

under section 51 of the Madras Co-operative Bocieties Act, unless a contrary
intention is conveyed by the context,



CHAPTER ITI.

ExXEcuTION.
Preliminary : 1. Under rule XVI of the rules issued by
fi‘i’_ﬂ:zmﬁndﬂr ﬂfg ‘the Local Government under section 43 of the
Cu-n?}arative | Co-operative Societies Act IT of 1912 (India) the

Societies Act II of  Javision or award of the arbitrators was enforced
1912 (India) and

the recommenda.- in Bithﬂr ﬂf thﬂE& Wﬂ-ys o

tion of the Town-
send committes,

“ (@) On a requisition to the Collector of the district or to
any person authorized by him in this behalf made by the Registrar
of Co-operative Societies, all sums recoverable under the decision
or award shall be recovered in the same manner as arrears of land
revenue.

(6) On application to the civil court having jurisdiction over

the subject-matter of the decision or award that court shall enforce
the decision or award as if it were a decree of the court.”

Under the executive instructions of the Government, the decrees
or awards that could be sent to the Revenue Department in any one
yoar wore restricted to 40 cases for each taluk. There were general
complaints about the delay in the execution of decrees by the
Revenue Department. This state of affairs received the attention
of the Madras Committee on Co-operation (Townsend Committee)
who made the following observations :—

“We received many complaints as to delays in execution.
We recommend that the present limit of forty cages per taluk per
year which may be sent for execution to the Revenue Department be
removed, and that tahsildars may be allowed to employ subordi-
nates such as revenue Inspectors, on the work. If this he not
possible, we recommend hat the lmnnra,ry arbitrators already

their own decrees. Village

sum of Rs, 20 and under. Under Act

only permitted to execute decrepg which they them,selvas ha
the necessary amendment should be made in that Act.

A special staff should be entertained for execution, to work
either under the agencies mentioned above or under the Registrar,
I'ts cost should be recovered from the defaulters, the Aot being, if

necessary, amended to enable this to he done; for this purpose

8 scale of execution fees should be drawn up,’’

Provi<ion for 2. In . | :
Frsaadi o In pursuance o hig recommendation the

decress in  the (GOVernment, when they took up the revision
Madras Co.opera- of the Co-operative Societies At II of 1912,

tive Societies Act A s
{{?f of 1?;2;?5 " (India) ingerted g Provision as follows :—

“ Whenever any loan given by

' a registered society to a member
Or any instalment thereof becomes

overdue, the Registrar or any
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person subordinate to him elpowered by the Registrar in this

behalf may, subject to such rules ag may be prescribed by the
Local Government, recover such loan op i

interest, if any, due thereon and the COB
and sale of the movable property of su

The Sﬂ!ﬂﬂt Cmn_m}ittee of the Legislative Council, however,
replaced this % Provision enabling the recovery of an amount due
to @ CO-Operative society on a decres op an award in the same manner
as if it Were an arrear of land revenue. Ip passing the Co-operative
Societies Bill the Legislative Council, however, dropped all references
to the recovery of an amount due to a society * ag if it were an
arrear of land revenue” and inserted the words, ¢ by the attach-
ment and sale of the property of the person against whom such
decree, = decision, award, or order is obtained.” The present
position in regard to the execution of awards or decrees, etc., is

contained in section 57-A of the Madras Co-operative Societies Act
of 1932, which runs as follows —

“ The Registrar or any person subordinate to him empowered
by the Registrar in this behalf may, subject to such rules as may be
prescribed by the Provincial Government and without prejudice
to any other mode of recovery provided by or under thijs Act,
recover— -

(@) any amount due under a decree or order of a civil court,
a decision or an award of the Registrar or arbitrator, or an order
of the Registrar, obtained by a registered society including
a financing bank or liquidator; or

() any sum awarded by way of costs under section 41 to
8 registered society including a financing bank or to the Govern-
ment ; or .

(c) any sum ordered under section 47 to be recovered as
a contribution to the assets of a soclety or as costs of ]iquida,tiﬂn_ : or

(d) any sum ordered under secztinn 49 to be repaid to
a society or recovered as contribution to its assets
together with the interest, if any, due on such amount or sum and
‘the costs of process, by the attachment and sale or b?r the sale
without attachment of the property of the person against whm:;f:
such decree, decision, award or order has been obtained or passed.

1 ' | : and sale of
The procedure to be adopted for the a.ttafahment an
prupertypunder section 57-A has been laid down in rule X XIT of the
rules issued by Government under section 65 of the Act.

er section 57-B of the Act, the Registrar or any person
21 A" empowered by him in that bﬂhalf, shall be deemed
The Rogistrar to ywhen exercising any powers under .thﬂ ;&ct for 13];1{13:1
be Civil Coneh, fon recovery of any amount by the attachm nt an
e sale or by the sale without attachment of any
roperty, or when passing any orders on any apphﬂ?,t;mn made
:fﬂ ?llﬂl ,fﬂl‘ such recovery or to take some step 111-3.-1?1 of such
-rég:}vew to be a Civil Court for the purposes of Article 182 of
the Firét’ Schedule to the Indian Limitation Act, 1908,
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4. In addition to the provision in the Madras Co-operative

i Societies Act VI of 1932 and rule XXII framed
thfxﬁfalf:l;;g Land thereunder regarding execution of decrees, the
Mortgage Banks (Government have made certain special and
Act—important supplementary  provisions in the Madras
L Co-operative Land Mortgage Banks Act (X of
1934) for the quicker recovery of arrears due to land mortgage
banks. According to section 9 of this Act, the committee
of a mortgage bank can apply to the Registrar or any person
appointed to assist the Registrar for the recovery of an instalment
or part of an instalment of a loan due by a member which
has been in arrears for more than a month from the date on
which it fell due by the distraint and sale of the produce of the
mortgaged land including the standing crops thereon. Under
gection 13 of the same Act, the committee of a mortgage bank can,
where the power of sale without the intervention of the court is
expressly conferred on it by the mortgage deed, apply to the sale
officer appointed under section 22 of the Land Mortgage Banks Act
to bring the mortgaged property to sale without the intervention
of the court, in case of default of payment of the mortgage money
or any part thereof subject to the conditions laid down in sub-
section (2) of section 13 of the said Act. Under section 24 of this
Act, a mortgage bank can take action under section 9 or 13 for the
recovery of the whole of the loan if the mortgagor fails to furnish
additional security or to repay such portion of the loan as may be
determined by the committee of the bank in eases where the mort-
gaged property is wholly or partially destroyed or the security is
rendered insufficient. Under section 25 of the Act, the Board of
Management of the Central Land Mortgage Bank or the Trustee
may direct the committee of a mortgage bank to take action against
a defaulter under section 9, 13 or 24 and if the committee neglects
to do so, the Board of the Central Land Mortgage Bank or the
Trustee may take such action in the matter. Separate rules have
been framed by the State Government under the Land Mortgage

Banks Act prescribing the procedure to be followed for recovering
monies under the provisions of this Act.

5. To enable co-operative gocieties in the Orissa State to

o execute, through the Co-o ti
Application  of 2 g perative Department
BEGin}E?DLEﬂEIT-A ﬂrEd of this St&ﬁﬂ,.ﬂ’fvﬂ.'rdﬂ Ubtﬂ-iﬂﬂd by them ﬂgﬂaiﬂﬂ £
575" nd owlln - defaltos ssicing or possesaing propertiosn
e State, the ollowing provision has been made
in the Madras Co-operative Societies Act :(—

“ Section 57-C.—The provisions of sections 57-A and B,
and of all rules made under this (Madras Co-operative Societies) Act

relating to or in any manner connected with the recovery of thesums

specified in section 57-A shall apply with such modifications if an
as may be directed by the Provincial Government, in regard to tl{;

recovery of like sums due to co-operative societjes regigtered or

deemed to be registered in the Province of Orjssa under any law
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for the time being in force in that P
had been registored in this Provinge,”

| A Prwision_ on the above lines, hag been made in the Co-o erati

Bnn_lat_leﬂ J.!!tc:t In force in the Orissa State to enable ﬂﬂ-ﬂpm'ativﬂ
socleties in the Madras State to execute through the CGP-D }erve
tive Department in the Orissa State awards obtained b ;l[:h:-
against defaulters residing or POssessing properties in that S:;;rata. "

6. The Deputy Registrars and Co-operative Sub-Registrars

| should control and regulate execution work
ﬂfE“mftﬂEiﬁ%n carefully. They should see that applications for
applications, the recovery of very small sums aTe Not encouraged,
Nor is it desirable that societies should take

coercive process against all defaulters indiscrinﬁnatai}r. All possible
methods of recovery by persuation should be exhausted and exe-
cution proceedings should be taken against the worst and influential
defaulters as such action may induce other defaultors to
their arrears without coercive process, While Deputy Regi
have been invested with all the powers of g Registrar under
section 57-A of the Act, Co-operative Sub-Registrars have been
empowered under section 57-A of the Act only (i) to entertain
execution petitions, to issue processes and to authorize sale officers
by name to execute the demand and distraint orders, and (i) to

fix the hour, date and place for the sale of Immovable property.,

Any decree-holder requiring the provisions of section 57-A of
the Madras Co-operative Societies Act to be applied shall apply, in
the form preseribed, to the Registmr_ ﬂf_ 'bhg district (that is the
Deputy Registrar of Co-operative Societies) in which the cause of
aotion arose and shall deposit the necessary costs on a secale pres-
cribed by the Registrar. The appliuatim} must be signed by the
decree-holder and the award, decree or decision musfi accompany the
application. If the decree-holder is a co-operative _sacie}ty, the
application should be signed by the person authorized in _t}:us behalf
under its by-laws and it should bear th.e sﬂ.al of the Sﬂﬂlﬂt}’.. The
decree-holder may indicate in the application whether he wishes to
proceed, in the first instance, &gﬂlﬂﬂt' the immovable property
mortgaged to the decree-holder or other immovable property of the
judgment-debtor or to secure the attachment of his movable

property. %
If the defaulter resides or the prnpetrty tﬂ_ba proceeded against is
situated in a district other than that in which t_hﬂ cause of .f:l.ctlfm
arose, the application should be made to the Registrar of the (?lﬂtIZIEt
in w};iﬂh the cause of action arose, who shall transfer the E‘I-Ppllﬂﬂ.filﬂﬂ
to the Registrar of the district where the defaulter resides or t]?e
roperty is situated. He should colleot the necessary fees in
pﬂvgnnﬂ as in other cases, and fﬂﬂ‘f'ﬂl‘_d the application together
?vith a d:amﬂ.nd notice and a note regm:djng th‘e fees_ccrllected tﬂ_the
Registrar of the distriet (Deputy Regi trar) in _w]u(}zh Prl?ﬂﬂﬂld]ngﬂ
shall have to be taken. All further action including the collection of

balance of costs, if any, must be taken by the latter officer.
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Each execution petition should be registered and assigned a
number immediately on its receipt. All the execution petitions go
registered on a particular day shloula'l' be scrut_lmzed before the
close of the next day or the day following regarding the correctness
and genuineness of the pa.rt-iculﬂra‘ set forth in the applmatmnﬂl or
petitions with the records, if any, in the office. After sl_mh‘scru_tmy
each execution petition which is free from defects and in  time,
should be submitted with the necessary initial notices to the
Registrar of the district for admitting the execution petition and
approval of the demand notices. After approval, Fha da!n‘and
notices should be forwarded to the sale officer. Execution petitions
which are either defoctive or clearly barred by limitation, ete., should
be returned or rejected as the case may be, with a covering letter
of which a copy should be kept in the records under the execution
petition numbers borne by such references. If an execution petition
i3 returned for rectification of any defects or omissions, the order
returning the petition should specify the date by which it should
be re-presented. If it is not resubmitted after rectification hefore
the specified date, its filing and return will not count as a step-in-aid
of execution and will not extend the period of limitation for filing the
execution petition on a later date. Fee should be charged according
to the scheduled rate for all the exe cution petitions whether admitted
or returned. The execution petitions returned should be treated
as closed and correspondence should not be started to secure their
fo-presentafion after rectification of ‘the dofocts pointed out,
Execution petitions received without fees should he returned with
personal register numbers and not with execution petition numbers.
In such cases, there is no need tq specity any date for re-presentation.
If emergent action is prayed for, the societies should state this fact
clearly in the applications specifying also the stage up to which such

emergent action is necossary. The Registrar of the district while

admitting execution petitions should Pass specific orders on the
prayer for emergent action.

*Iu cases WhEI'E: a defaulter dieg before the decree has been fully
satisfied, an application for execution may be made against the
legal representative of the deceased. Action will then be taken

is;s}if such legal representative were the defaulter except as stated
elow :— _

Where_ the decree is executed against such legal representative,
he .s_;ha&l be liable only to the extent of the Property of the deceased
which has come to hig hands and hag not been duly disposed of;
and for the purpose of ascertaining such liability, the Registrar
éxecuting the decres may, of his own motion or on the &pplﬁlﬂﬁiﬂﬂ

of the decree-holder, compel such legal fepresentative to produce
such accounts as he thinks fit.

who 18
W for the payment of the debt of a deceased
| ocree has been passed, shall be
which hag come to the hands
logal representative, |
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7. Under the rules issued by Government, the deeres-holder who

Exocution fees,  @PPlies for execution must deposit the necessary

COsts on a scale prescribed by the Regi
£ _ gistrar. The
schedule of fees prescribed by the Registrar and mmstructions in

regard to trl:l.ﬁ.ilil levy are given in the Appendix. When it is  found
that societies hz‘wa remitted costs in oXcoss, they may apply to
the Deputy Registrar concerned for the ecessary refund and he

wil'l, aftpr due verification, order the refund of the excess fee
paid, without reference to limitation,

8. Unless the decree-holder has 6xpressed a desire that proceedings
Ordor et §hﬂuld be taken in particular order as laid down
proceedings shall 1in sub-rule (2) of rule XXII, execution shall
be taken. dinarily be taken i Wi :
ordmarily be taken in the following manner -

(1) Movable property of the defaulter shall be first proceeded
against, but this shall not preclude the immovable property being
proceeded against simultaneously in case of necessity.

(i1) If there be no movable property, or if the sale-proceeds
of the movable property or properties attached and sold be in-
sufficient to meet in full the demand of the decree-holder, the
immovable property mortgaged to the decrce-holder, or other
immovable property belonging to the defaulter may be proceeded
against,

9. Under the rules, movable properties mentioned ag exempt
BlstertPeritint from attachment in the proviso to section 60 of
PRif Ettﬂahmeut_ the Civil Procedure Code, 1908, shall not be liable
to attachment or sale. The Proviso is ag

follows :(—

‘“ Provided that the following particulars shall not Le liable to
such attachment or sale, namely ;— _

(@) the necessary wearing-apparel, cooking vessels, beds,
and bedding of the judgment-debtor, his 'Wifﬂ: and children, and such
personal ornaments as, in accordance with religious usage, cannot be

ith by any woman :

Petins 1?3;3 tDEﬁE ny artisans, and, where the judgment-debtor is an
agriculturist, his implements of husbandry and such cattle and
seed-grain as may, in the opinion of the court, be necessary o
enable him to earn his livelihood as such, and such portion of
agricultural produce or of any class Df ag{‘mujtnral pmduc:e.: as may
have been declared to be free from liability under the provisions of

( ing section : .
the next( i;)l%f;ﬁl;;g {;n d Dtl;BI-‘ buildings (with the materials and the

i ' a ' lately appurtenant thereto and
hereof and the land immediately i i
?11;3325{;&?; }ur their enjoyment) belonging to an agriculturist and

oceupied by him;
(d) books of account ; |
(¢) a mere right to sue for damages ;

ight of personal service ; \
(( {7)) :ﬁg;ﬁ; g Pgr&tmtieﬂ allowed to pensioners of the

Government, or payable out of any service family pension fund
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notified in the Gazette of India by the Governor-General in Council
in this behalf and political pensions :

(#) the wages of labourers and domestic servants, whether
payable in money or in kind; and salary, to the extent of the
first hundred rupees and one-half the remainder of such salary ;

(2) the salary ofany public officer or of any servant of
& rallway company orlocal authority to the extent of the first
hundred rupees and one-half the remainder of such salary ;
provided that where the whole or any part of the portion of such
salary liable to attachment has been under attachment, whether
continuously or intermittently for a total period of twenty-four
months, such portion shall be exempt from attachment until the
expiry of a further period of twelve months and, where such
attachment has been made in execution of one and the same decree,
shall be finally exempt from attachment in execution of that
decree ;

(J ) the pay and allowances of persons to whom the Indian
Articles of War apply ;

(k) all compulsory deposits and other sums in or derived
from any fund to which the Provident Funds Act, 1925, for the

time being applies in so far as they are declared by the said Act
not to - be liable to attachment :

(!) any allowance forming part of the emoluments of any
public officer or of any servant of a railway company or local
authority which the Governor-General in Council may by notification
in the Gazette of India declare to he exempt from attachment,
and any subsistence grant or allowance made to any such officer
or servant while under suspension :

(m) an expectancy of succession by survivorship or other
merely contingent or possible right or interest, :

(7) a right to future maintenance

]

(0) any allowance declared by any law passed under the
Indian Councils Act, 1861 and 1892, to be exempt from liability
to attachment or sale in execution of a decree ; and

(p) where the judgment-debtor is a person liable for the

payment of land revenue, any movable property which under any
law for the time being, applicable to him, is exempt from sale for
the recovery of an arrear of such revenue.

Lizplanation I.—The particulars mentioned in clause (g), (h), (2),
(7), (1) and (o) are exempt from attachment or sale whether before
or after they are actually payable and in the case of salary other
than salary of a public officer or a servant of & railway company

or local authority, the attachable portion thereof is exempt from
attachment until it is actually payable : and |

Baxplanation 1] —In ciauses (h)and (7) ‘salary’ means the
total monthly emoluments, excluding any allowance declared
exempt from attachment under the provisions of clause (1) derived
by & person from his employment whether on duty or on leave.”
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The following allowances payable to g

G.Dvernmﬂnt Df Madrﬂﬂ : PBIBDH iﬂ t-hB EB.I'?I'GB of t!hﬂ
of a court :— are also exempt from attachment by order

(@) all .l.ﬂ:nda of travelling allowanceg
(0) all kinds of conveyance &llnwa.ucés,

(c) all allowances granted to meet the
and (b) rations,

(@) all allowances granted as compensation for high cost of

living in localities considered by ; iU
: : ; Yy bovernment as e:
including hill stations. expensive localities

(e) all house rent allowances, and

' (f) all allowances granted to provide relief against the increase
in the cost of living caused by war conditions.

CoSt of (@) uniform

PROCEDURE 1N DISTRAINT OF MovaABLES,

10. Sub-rule (4) of Rule XXIT of the rules issued under the Act

ki g sets fE}I'th the procedure to be observed in the
mand noties o iStTaint of movable property, The demand
defaulter—dis- notice (order to distrain) should be prepared in
braint of property duplicate in the prescribed form, by the Registrar
—conditions to be o'l LTy Vi o
bl of the district, and forwarded to the sale q cer.
The sale officer who should render the process
should be named in the demand notice by his office and not
by his name. The demand notice in which the name of
the defaulter and the amount due should be set forth,
constitutes the authority of the sale officer for making the
distress. If the number of defaulters to be proceeded against
1S more than one in an execution petition, the particulars
given in the demand notice should be identical in all the copies
of the notice; for instance, the names of all the defaulters to be
proceeded against must be noted in each copy of the notice. The
previous notice to the decree-holder mentioned in clause (@) of
sub-rule (4) should be issued by the sale officer in the preseribed
form. Ifin an execution petition there is more than one defaulter
to be proceeded against and if the sale officer proposes to take up
the distraint of the properties of all the defaulters on the same
day, only a single notice should be issued by him to the decree-
holder, noting therein the names of all the defaulters concerned.
Separate notices should be sent only if the distraint of the proper-
ties of the several defaulters in the same execution petition is
proposed to be taken up on different dates. A separate notice
should ordinarily be sent to the decree-hﬂ]d:ar when distraint én
respect of each execution petition filed by him is proposed tg ©
made, but if distraints are prﬂpﬂs?q to be made on Jf'h'f“ 5aIe ﬂﬂyﬁ
in respect of all the execution petitions filed by him, it is enoug

if a single notice is issued.
: : the sale officer should
the dav notified to the decree-holder,
Prncoagd 1:3 tl{g village for distraining ﬂ}ﬂ p.mparf:y of the defaulter,
and serve the demand notice upon him if he is preses_nt. If the
amount due together with expenses be not at once paid, the sale
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officer should make the distress. Such distress shall be made only
after sunrise and before sunset and not at any other time and it
should be proportionate to the arrears due from the defaulter.
The sale officer must note, under his initial and date, the mode
of service, date of service and the result of the service of the demand
notice on its reverse. He should not adjourn the distraint at the
instance of the clerk or any agent of the decree-holder society unlesg
the latter is authorized in writing in this behalf. Such authori-
zation letter in favour of an agent should invariably be filed along
with the execution petition.

After the distress is made, the sale officer shall arrange for the
custody of the attached property with the decree-holder or otherwise.
If the sale officer requires the decree-holder to undertake the custody
of the property, he shall be bound to do so and any loss incurred
owing to his negligence shall be made good by the decree-holder,
If the attached property is live-stock, the decree-holder shall be
responsible for providing the necessary food. The sale officer
should deliver to the defaulter a notice intimating to him the
property distrained and the place, the date and hour at which the
property will be sold if the amounts due are not previously dis-
charged. A copy of this notice should be submitted to the Registrar
of the district along with the report of attachment.

If the defaulter is absent, the sale officer shall serve the demand
notice on some adult male member of his family or on his authorized
agent, or when such service cannot he effected, shall affix the notjce
on some conspicuous part of his residence. He shall then proceed
to make the distress and shall fix the list of the property attached
on the usual place of residence of the defaulter endorsing thereon
the place where the property may be lodged or kept and an inti-
mation of the place, day and hour of sale. Ordinarily fifteen days
should elapse between the date of service of this notice and the
date of sale. Where the property attached comprises Crops or

ungathered produce, the date of sale shall be fixed sy ficiently late
80 as to allow time for reaping and gathering,

11. The sale officer may at the instance of the defaulter or of any
| Entrustment of PErSON claiming an interest in the property

property and attached leave it in the village or place where it
Exectugiu;l °f was attached, in the charge of the person at whose

instance the property is retained in such village
or place provided such person executes s bond with one or more
sufficient sureties for the production of the property when called
for. Such bond is oxempt from stamp duty under the Madras
Stamp Act. If the distrained property is not sold and dues are yet
to be recoveced, the bond should generally be assigned in the
name of the society (decree-holder) or the central bank. Deeds
assigning security bonds to decere-holders or others are exempt
from stamp duty. If on the day appointed, the surety fails to
produce the attached property, the remedy lies in taking action
on the security bond executed by him. Action will have to be taken
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in_ a e1vil court. Ag the bonds are subject to limitation, aoction
will ha:va to be taken to enforce them within three years of their
execution, Deputy Registrars may furnish the central Ibmlks

concerned with quarterly Sbatements giving details of bonds pending

enforcement so that the latter may take acti
| Y. action to
before they get time-barred, : enforce them

In the intimation sent bo the decree-ho]der .
to the closure of an execution petition, the valye

should be certified as part satisfaction of the decree. A corre-
sponding entry should alse be made in the éxecution petition
rogister. No set-off receipt need be obtained from the society
before making the agsignment ; nor need the Registrar of the
district insist on the decree-holder crediting the value of the bond
torthwith to the loan account of the defaulter. The matter ma
be left to be settled by the parties themselves. But should the
decree-holder file a fresh execution petibion in respect of the same
decree, the Registrar of the district should, before admiftting it,
insist on the value of the bond assigned in the previoug execution
petition being credited to the loan account of the judgment-debtop,
It the decree-holder applies for transfer of the decree to a civil court
for further execntion, the amount of the bond should be certified
as part satisfaction.

of the bond assigned

12. The sale officer shall not work the bullocks or cattle or make
Distrained cattle Use of the goods or effects, distrained ; and he
or property not to  shall provide the necessary food for the cattle or
be used. livestock, the expense attending which shall be
defrayed by the owner upon his .I*Gdeemi_ng 'tth property, or from the
proceeds of the sale in the ¢vent of their being sold,

13. If crops or ungathered products of the land belonging to

a defaulter are attached, the sale officer may cause

Distrained them to be sold when fit for reaping or gathering,

gopashox or at his option may cause them to be reaped

R or gatheredin due season and stored in proper

places until sold. In the latter case, the expense of reaping or

gathering and storing such crops or products shall be defrayed

by the owner upon his redeeming the property or from the proceeds
of the sale in the event of its being sold.

14, It shall be Jawful for the sale officer to force open any stable,
cow house, granary, godown, out-house or other

What places sale  Lyjlding, and he may also enter any dwelling
officer may foreco housﬂ the outer door of which may bB open,
o 35 and m}tfy break open the door of any room in such
dwelling house for the purpose of attaching p;*ﬂp*ﬂlrt,}f _bﬂ]ﬂnﬁmg to
a defaulter and lodged therein, provided always t 1.ﬂt 1t shall not be__
lawful for the sale officir to break open or enter any a];?ar‘tmant
in such dwelling house appropriaterl for the zenana or hIBSIdBHﬂE
of women exccpt as mentioned in the following paragraph,

VoL, II—b
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15. Where the sale officer may have reason to suppose that the
property of a defaulter is lodged within a d welling

Powers of sale house the outer door of which may be shut, or
Ei‘f ti?lfﬂl‘fz;ﬂi'; within any apartments appropriated to women
of police ﬂ&"{:’ger_ which, by the usage of the country, are considered
private, the sale officer shall represent the fact

to the officer in charge of the nearest police station.

On such representation, the officer in charge of the said station
shall send a police officer to the spot in the presence of whom the
sale officer may force open the outer deor of such dwelling house,
in like manner as he may break open the door of any room within
the house except the zenana. The sale officer may also, in
the presence of the police officer, after due notice given for the
femoval of women within a zenana and atter furnishing means for
their removal in a suitable manner (it they be women of rank who
according to the customs of the country cannot appear in public)
enter the zenana apartments for the purpose of distraining the
defaulter’s property, if any, deposited therein but such property,
if found, ghall be immediately removed from such apartments,
after which they shall be left free to the former occupants,

PROCEDURE 1§ REGARD TO THE SALE OF DISTRATNED PrRoPERTY.

16. The sale officer shall on the day previous to and on the day
BT s = or L OF ﬂale.ca-use proclamation of the time and place
time and place of Of the intended sale to be made by beat of drum
sale and of pro- i the village in which the defaulter resides and
R T other place or places as the Registrar
may consider necessary to give due publicity to the sale.

Fifteen days must elapse after the notice of sale has been duly-
8erved or published before the sale can be held. However, when
the property seized is subject to speedy and natura] decay, or
where the expenses of keeping it in custody is likely to exceed its

value, the sale officer may sellit at any time before the expiry
ot fifteen days, unless the amoynt due is sooner paid.

17. At the appointed time, the property shall be put up in one or
Conduct of sale,  20T® 101’35, as the sale officer may consider advi-

sable, and shall be disposed of to the highest
bidder. Tt is, however, open to the sale officer to decline to accept

the highest bid where the price offered appears to be unduly low
or for other reasons.

process and the other charges, shall be paid to the defaulter.

Unless the Registrar of the district otherwise orders, all sales
Salelof livestock Of livestock, agricultural produce, articles of local
and  agricultural manuficture and other things commonly sold at
produce. country markets shall be held at such markets in
the neighbourhood of the place where the goods were attached as
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may appear to be for the greatest advantage of the defaulter regard
being hudﬁ to the prospect of the good prices and the saving of
OXpenses 1n conveyance and carriage. The sale officers should
carefully excercise their discretion in the matter.

The sale of the propert y attached for money due from a defaulter
shall be peremptory. Tt is the dut y of the Registrar of the district

60 see that the sales are conducted under such

Discrotion of sale sy 1 : , !
oMot 4o ratiady to supervision as will prevent collusion. In the

accept bids. notices issued by the sale officer, power 18 reserved

| to him not to accept a bid even though it may hap-
pen %o be the highest bid if in his opinion the price offered appears
30 clearly inadequate as to make it advisable to do so or for other
reasons. The sale officer should exercise this power with very
great care and in the best interests of the parties concerned.

When the highest bid is not accepted, the sale should be post-
poned to a convenient future date. The Registrar of the district
or the sale officer may, in his descretion, adjourn the sale to a specified
day and hour recording his reasons for such adjournment. Where
a sale is so adjourned for a longer period than 7 days, a fresh procla-
mation of the time and place of the intended sale shall be made
by beat of drum in the village in which the defaulter resides, and
in such other place or places as the Registrar may consider necessary
to give due publicity to the sale, unless the judgment-debtor consents
to waiveit. The sale officer acts judicially in passing the order for
postponement of the sale and he is, therefore, entitled to the protec-
tion given by the Judicial Officers’ Protection Act, 1850,

The property shall be paid for in cash at the time of sale, or as

soon thereafter as the officer holding the sale shall

G b i chaser shall not be permitted
purchase of dis- appoint, and the purchaser shall not be permi

trained property. o carry away any part of the property until he

has paid for it in full.
Where the purchaser may fail in the payment of the purchase-
money the property shall be resold.

18. Where it is proved to the satisfaction of any civil court
of competent jurisdiction that any person has
oiblv stinely taken away property

$ landes. forcibly or clandestinely ‘ ;
E?ﬁgi];lii[};g&;vfy ‘once distrained, the court may on being satisfied
distrained property: ¢} .+ such fraudulent conveyance has been made,
order that the property shall be delivered forthwith to the sale

officer. '
- Iter or an

' the day fixed for sale, the defaulter y

Wge yrdieng pr;;;;}n mting on his behalf or claiming an imterest

d‘:ﬁﬁfm;ﬂl pﬂ;f in the property attached, pays the full amount

1 . K

sroluding interest, batta and other {E?Etﬂ
T R R s in ut%&chiug the property, the sale officer

Penalty for

Gl incurred
shall cancel the lgfdﬂr of attachment and release the property
forthwith.

VoL, II —bA
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A sale can be stopped at any time before its conclusion (that
is, even after it has been commenced) it the judgment-debtor comes
forward to pay the amount due on the execution petition before the
sale is knocked down to the highest bidder. In such cases, 1he
sale officer has to order an adjournment of the sale to the next
day, receive payment and submit the papers to the Registrar of
the district recommending the closure of the execution petition
on the ground that there was no need to hold the sale and it wag
not therefore held. The order of attachment should then be can-
celled add the property released forthwith,

The order of release should be in writing and the presecribed
fee should be collected. The order may be sent hy ordinary post
or served like other notices (whichever js convenient or economical),
If the parties in custody of the property refuse to hand it over to
the defaulter, the sale officer should go to the village and restore
the property to the defaulter. When property is restored to a
defaulter his acknowledgment should be obtained,

When an execution petition is withdrawn by the decree-holder
or dismissed on account of the default of the decree-holder, formal
orders dismissing the execution petition should be issued but no
release order is fiecessary. The dismissal order should, however,
be followed up by the restoration of the movahle property to the
detaulter.

Attachment  of 20. Rule XXII (5) of the rules framed under
salary or allow-

ances of public the Act governs the procedure in regard to the
officer or servant attachment of salary or allowances of employees
of Ihilway “com. o the kind referred to ani should be strictly

an or local
Eui;ﬁrgrit,}r or irm, followed by sale officers.

Before proceeding to attach the salary or allowances or Wages
of a defaulter (public officer or servant of riilway company, ete.),
the Registrar of the district should 188ue & notice asking him to pay
the arrears within a reasonable time and recover the usual notice
fee. If payment is not made within the time fixed, the Registrar
of the district should, subject to the provisions of section 60 of the
Code of C(ivil Procedure, 1908, order that the amount shall be
withheld from the salary or allowances or wages either in one
payment or by monthly instalments ag the Registrar may direct.
Upon notice of the order, the officer or other person whoge duty it
18 disburse to such salary, or allowances or wages shall withhold
and remit to the sale officer the amount due under the order op
the monthly instalmenty as the cage may be. Execution fees should
be collected only up to the stage of attachment as no sale is held
The order attaching a salary is g self-vacating order and auto.
matically ceases to be effectual 48 80oon as it8 terms have been
complied with. Hence no release order is necessary if the order
attaching salary has been complied with and the loan ig discharged.
If, however, the loan is discharged by the defaulter ontside the
terms of the attachment order, for example, by making payments
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direct to the

decree-holder, an order raisi
be 1ssued. raising the attachment should

21. In recoveries made from the employees other than public

officers, the moneys should b
}!'Tﬂdﬂ of r 3 5 3 y S 0 ) Gﬂuﬂﬁtﬂd H;Ild.
VEeg °?%* remitted to the decree-holders. In recoveries

made from the salaries of public officers, the
amounts recovered are short drawn from their pay for each month,

22. Where the movable property to be attached is—

(@) a debt due to the defaulter in question,
Attachment  of (b) a share in the capital of a corporation

debt, share and e ! |
Gther propenty hob o o deposit invested therein, or

in possession of (c) other movable property not in the
defaulter. possession of the defaulter except property

deposited in, or in the custody of, any civil court,
the attachment shall be made by a written order signed by the
Registrar of the district prohibiting—

(i) in the case of the debt, the creditor from recovering the
debt and debtor from making payment thereof ;

(i1) in the case of the share or deposit, the person in whose
name the share or the deposit may be standing from transferring
the share or deposit or receiving any dividend or interest thereon ;

(iii) in the case of the other movable property except as
aforesaid, the person in possession of it from giving it over to the
defaulter.

A copy of such order shall be sent in the case of the debt to the
debtor, in the case of the share or deposit to the proper officer of
the corporation and in the case of the ﬂth_er movable property
(except as aforesaid) to the person in possession of such property.
As soon as the debt referred to in clause (@) or the ﬁepamt reffatrred
to in clause (b) matures, the Registrar of the district may, direct
the person concerned to pay the amount to him. Where the share
is not withdrawable the Registrar shall arrange for its sale through
o broker. Where the share is withdrawable, its value shall be paid
to the Registrar or to the party concerned as soon as it becomes
payable. In the case of the other movable property referred ]1;0
in clause (c), the person concerned shall place 1t n the hands of the
Registrar, as soon as it becomes deliverable to the defaulter.

' hare or
the property to be attached EDH‘EISt-S of the s
Wit iﬁtergsb of the defaulter in movable property

Attachment of helonging to him and another as CO-OWners, the
share orinterest in ..o .1bent shall be made by a notice to the

Ricyablen: defaulter, prohibiting him from transferring the

share or interest or from charging bR bl t t not
L i tiable instrument no
operty to be attached is a nego :

e Pdep}ﬂsited in a court, nor in the custody of a publio

Attachment of officer, the attachment shall be made by actual
negotiable instru- 0 ye and the instrument shall be brought to

i the office of the Registrar of the district ordering
he attachment and be held subject to his further orders.

&
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Where the property attached is in the custody of any court
Attachment of ©OF Public officer, the attachment shall be made by
property in cus. & notice to such court or officer requesting that
tody of court or gych property and any interest or dividend
Rapiic oltloer, becoming payable thereon may be held subject
to the further orders of the Registrar of the district Issuing the
notice. Where such property is in the custody of a court or the
Registrar of another distriet, any question of title or priority arising
between the decree-holder and any otfher person not being the
defaulter claiming to be interested in such property by virtue of
any assignment, attachment or otherwise, shall be determined by
such court or Registrar,

Ezplanation.—The “ public officer >’ referred to above includes
a liquidator appointed under section 47 of the Act.

23. The Registrar of the district js empowered to attach decrees
either for the payment of money or for sale in
enforcement of a mortgage or charge. The
attachment in these cases should he made in the
manner laid down in sub-rule (6) of rule X XITI.

Attachment of
decrees,

ATTACHMENT AND SALE OF IMMOVABLE PRoPERTY .

24, Immovable property shall not be sold in execution of a decree
unless such property has been previously attached :
where the decree has been obtained on the basis

of a mortgage of gsuch property, it shall not
however, be necessary to attach jt.

Attachment
before sale.

25. The decree-holder should give, in his execution application
Doscription  of U0 the best of }ua belief and so far as he has been
immovable  pro- able to ascertain, a descri ption of the immovable
perty to be given property to be proceeded against sufficient for
in application. its identification (that is, specification of bounda.
ries, survey numbers, specification of the defaulter’s share or Interest
in such property, etc.).

26, Before the property is attached for sale or is sold without
Sl s attachment, a demand notice in the prescribed
o e form must be served or caused to be served upon

the defaulter or 1pon some adult male membher
of his family at his usual place of residence op upon his authorized

agent; 1if such personal service is not possible, a copy thereof
should be affixed on some conspicuous part of hig last known

c¢ase may be. The demand notice should contain the name of
the defaulter, the amount due including the 6xXpenses, if any, and the
batta to be paid to the person who shall gerve the demand notice,
the time allowed for payment and in case of non-payment the
particulars of the properties to he attached and sold or to be sold

r
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}vithﬂﬂt attachment, as the cage may be. The instructions given
in pa,rag.mph L0 regard to the service of damaﬁd notices glriﬂr
to the dlﬂtrf&ﬂs of movable properties gonerally apply to the EBEViEB
of such notices in these cases also. If the notice is served by the
sale peon independently of the sale officer, the peon should endorse
on the back of the original notice the mode of service with his signa-
ture and date. On receipt of the original notice from the peon,

the sale officer should certify on the back of it the fact of 8ervice
by the peon.

In cases where the Registrar is satisfied that a defaulter with
intent to defeat or delay the execution proceedings against him is
about to dispose of the whole or any part of his pmp;rty, he shall
not allow any time to the defaulter for payment of the amount

due by him and the property of the defaulter shall be attached
forthwith.

27. If the defaulter fails to pay the amount specified in the
Pasagie gae s dqgmud notice within the time fixed, the sale
defaulter neglects Officer should proceed to attach and sell or sell
to pay. without attachment, as the case may be, the
immovable property mentioned in the execution application.

28. Where the attachment is required before sale, the sale
officer should, if possible, cause a notice of attach-
ment in the prescribed form to be served on the
defaulter personally. Where personal service is
not possible, the notice should be affixed in some conspicuous pars
of the defaulter’s last known residence, if any. The fact of attach-
ment should also be proclaimed by beat of tom-tom or other custo-
mary mode at some place on or adjacent to such property, in the
place of residence of the defaulter and at such other place or places
as the Registrar of the district may consider necessary to give due
publicity to it. The attachment notico shall set forth that, unless
the amount due with interest and eXPEnSes be paid within the
date therein mentioned, the property will be l::tmught to sa%e._ A copy
should be sent to the decree-holder. Ordinarily, ten days’ time ]&na,y
be allowed to the defaulter for the payment of t-ha‘ amm;ilt 4 uﬂk.
If the n.tice is served by the sale peon, he shall enﬁlm Eﬂbﬂut 10 t&ﬂ
of it the mode of service and thﬂTfj'imt Glf;; p;;glifl:ﬁ:}ﬂ;]id i}qgm}; ;ﬁg
ith his signature and date. o sa 1 - al

:iﬁtﬁlufmglgrlhis initial and date on the back of the nntl?];althe ;11;%5
of service, by whom serviced and the date ﬁnf tt_::_m-%:tm.mﬂ ﬂ}ﬂsg I;B i
cate of the village munsif or headman or i1 h.mb& S?)Ita,inad o
tho respectable residents of the village must be o

notice itself in token of the proclamation by tom-tom.

90. The attachment of property may be

publioation ”ff notified in the District Gazette ab the discretion
O

;l;fanmnﬁ?min the of the sale officer. Quch notification should be

District Gazotte.  postrioted to absolutely necessary cases.

Attachment of
property.
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80. Where prior to the date fixed for sale, the defaulter or any
_ Reloase of pro. POISon acting on hisbehalf or any person clmmi&g
perty attached on an interest in the property sought to be sold
payment of tenders payment of tho full amount due togethep
Attt with interest, batta and other 6Xpenses incurred
In bringing the property to sale, including the 6Xpenses of
attachment, ete., the sale officer, should forthwith release the
property after cancelling where the prcperty has been attached,
the order of attachment,

A sale may be stopped at any time before its conclusion if the
judgment-debtor comes forward to pay the amount dye on the
6xecution petition before the sale is known down in favoyr of the
highest bidder. The 1structions in paragraph 19 should be followed
in such cases. When the arroars are paid in full by the defaulter
to the Registrar of the district or to the decree-holder, release orders
should be issued if any attachment is in foree. When an execution
petition is withdrawn by the decree-holder or when it is dismissed
on account of default by the deeree-lmlder, tormal orders should be
1ssued dismifsaing the execution petition under sub-rule (19) but no
release order is necessary.

The order of release should he in writing and may be sent in
the manner indicated in paragraph 56 of the chapter.

31. It is lawful for the sale officer to sell the whole op any portion

T e Df the :mmmvaiblﬁ pProperty t?f a defaulter in
able property to be discharge of money due provided always that,

Proporbionate  to go far ag may be practicable, no larger section or
amount due, 2t :

32. Rule XXIT ¢ 7} (f) requires the decree-holder o produce an
Production  of ©Ncumbrance certificate from the Registration
encumbrance Dapartment, 1N ¢ases in which Immovable pro-
certificate. Perty i1s proceeded against for the realization of
Sums In excess of Rg. 100, within gych time as may be
fixed by the sale officer or the Registrar of the district.  The
certificate should he for o period of not less than 19 years prior to
the date of attachment of the Property sought to he sold. In cases
where Property is sought to e sold without attachment, the copti-
ficate should he for 5 period of not less than 12 years prior to the
date of the application, for oxecution. In the cage of a land mortgage
ba;nlis,, as it will already have in its Possession the encumbrance
certificate for the Property sought to he Sold, up to the date of the

brance certificate for the period subsequent to the date of the bond
up to the date of the oxocution petition. The intimation to the
decree-holdor t furnish the énecumbrance certificate should be sent
by the sale officer immediately afgey the service of the demand
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notice in cases where attachment of PTOperty i1s not necessary bef;

sale and immediately after attachment of the prﬁ ert ir;rl i
where such attachl_nents is necessary before sale. Thapm}rirect Gafdeg
for which the cortificate is necessary must .inva,riably be furllz;:imd
to the decree-holder. Ordinarily, thirty days may be aﬂm;gd

for the production of the éncumbrance certificate but the period

may be extended at the discretion of the sale-officer or the Registrar

of the district. Where an éencumbrance eert;

fxinm the village karnam in regard to the encumbrances known to
him supported by a cortificate from the Registration department
that an encumbrance certificate cannot be granted owing to the
destruction of the connected records, should be accepted in the
place of an encumbrance certificate. Where the amount to be
realized is Rs. 100 or less, no encumbrance certificate need be
obtained but the decree-holder may be asked by the sale officer to
furnish a list of alienees or persons having interest in the proper-

ties, with their full addresses as far as is known to the decree-
holder.

The sale of any immovable property under the rules is subject
to the prior encumbrances, if any, on the property.

33. In addition to the notice of attachment, another notice
(proclamation of sale) should be issued in the
prescribed form in the language of the district
and posted up, at least 30 days before the date
fixed for the sale, in the office of the Registrar of the district
and in the Taluk office (in whose jurisdiction the sale is to
be held) and should also be published by beat of tom-tom in the
village on two consecutive days previous to the date of sale and
on the day of sale prior to the commencement of the sale. Such
proclamation shall, where attachment is required betore sale, be
made after the attachment has been effected. The notice to be
affixed in the Taluk office may be sent to the Tahsildar concerned
with a request to report the fact of such affixure. Tha prﬂc-lamartiﬂn
should state the time and place of sale and specify as fairly and

accurately as possible—
(i) the property to be sold, ‘ i
(ii) any encumbrance to which the property is liable,
(iii) the amount for the recovery of which the sale is ordered,

Proeclamation of
gale,

3 ’
nd (iv) every other matter which the sale officer considers

material for a purchaser to know in order to judge of the nature
and value of the property.

ioati ' f tom tom in
lication of the sale proclamation by beat o
thaTIx:?]lI;gﬂ; ?i?o;c]}g invariably be entrusted to the decree-holder
Eﬂniaty' with instructions that, on the date of sale, the sale officer
should be furnished with (i) a voucher from the village vetti or
vettiyan claiming the charges due to him for the tom tom made
by him on two consecutive days previous to the date of sale and
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on the day of sale prior to the commencement of the sale ; and
(11) a statement from him showing the dates and the places wherein
the publication was made by him duly attested to be ci)rrfmt_by
either of the village officers or by at least three respectable villagers
where both the village officers happen to be absent. Th‘ﬂ‘ﬂa.le officer
should, as a measure of caution, also make local enquiries, before
commencing auction, whether proper publication was made. He
may stop the sale if he is not satisfied on this point, If satisfied,
he should pay the vetti and take his voucher. The charges should
be met from a cash advance given to the sale officer for the purpose
on theimprest system. In the case of societies under liquidation,
the liquidator should arrange to have the publication done by the
liquidation Inspector. The proclamation of sale must be read out
in full at the time of sale and initialed publicly as so read by the
sale officer who should certify the fact in his report of sale. Notice
of sale in the form prescribed should be sent by post under certificate
of posting to the decree-holder, defaulter and all other persons
interested in the property. The names of all the defaulters and
other persons interested in the property must be specifled in the
notice. A copy of the notice should be sent also to the defaulting
purchaser in case of resale.

34, The sale of immovable property should be by public auction
to the highest bidder at the time and place fixed
for the purpose. Place of sale should be the
village where the property to be sold is situated
or such adjoining prominent place of public resort as may be
specified. The sale officer has discretion to decline to accept the
highest bid where the price offered appears to be unduly low or for
other reasons, The Registrar of the district or the sale officer may,
in his discretion, adjourn the sale tq a specified day and hour,
recording his reasons for such adjournment. When a sale is so
adjourned for a longer period than 7 days, a fresh proclamation as
stated in paragraph 83 shall be made, unless the Judgment-debtor
agrees to waive it. In cases of short adjournment of less than
seven days, fresh proclamation of gale is not necessary but written
notice of the adjournment should be sent to the defaulter and the
decree-holder. The sale shall be held after the oxpiry of not less
than 30 days calculated from the date on which notice of the procla-
mation was affixed in the office of the Registrar of the district,

Sale by publio
auotion.

It is not necessary that each plot or survey numper should be
put up for sale soparately : the plots may be grouped into con-
venient lots and but up for sale one after the other. Adjuvcent
Survey members should, as far ag possible, be grouped together.

;Wet lands, dry lands and house properties may be sold in separate
ots,

35. Any person including the defaulter may bid at a sale of

Who may bid,  Property (movable or immovable) but public

. servants can do so only in co nformity with the
rules for their personal conduct prescribed by Government.
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- 36. A sum of money equal to fifteen per cent of the price of the

immovable property must be deposited by the

Initial deposit by .
priahesr ind RFTGh&BEr, In the hands of the sale officer at the
resalo on default,  time of the purchase; in default of such deposit

?

the property should forthwith be reg |
: _ PLOL | old. Th
officer should dispense with these requirements when the deecigi

holder is the purchaser and is entitied to set off
| : th
money under the rules. 6 purchase

37. The remainder of the purchase money and the amount
Iibis P67 ay. required for the stamped paper for the certificate
ment of the Of sale should be paid within fifteen days from
balance of purchase  the date of sale. The time for payment of the
oY cost of the stamped paper may, for good and
sufficient reasons, be extended at the discretion of the Registrar
upto 30 days from the date of sale. In calculating the amounts
to be paid, the purchaser, if he is the decree-holder, shall have the
advantage of any set off to which he is entitled,

38. Where the decree-holder is the purchaser of the immovabla
property, the purchase money and the amount

Ehi: Dfﬂ;}f_ PUI due on the decree should be set off against one
another and the sale officer should accordingly

enter up satisfaction of the decree in whole orin part. To prevent
the office bearers of societies from enjoying the produce of the
properties purchased in auction, it is necessary that the transactions
should be recorded in the books of the societies promptly. As soon
as the sale is held, the sale officer should obtain a set off receipt
from the society which should make a suspense entry for the
purchase amount crediting the defaulter and deoiting the property
account. When the sale is confirmed, adjustment entries should
be made crediting the concerned loan account and dehitinﬁg the
defaulter. In the event of the cancellation of sale, the initial

entries will have to be reversed.

39. If the purchaser fails to pay the balance of the purchase
money and the cost of the stamped paper within

deﬂirlimft? pﬂ;fr-l the period mentioned in paragraph 37, the dﬂp{::ait
mend, may, if the Registrar thinks fit, atter defraying
the expenses of the sale, be forfeited to (Government and the
defaulting purchaser shall forfeit all claims to the property or to
any part of the sum for which it may .subﬂﬂquently bti sold. Any-
thing paid by the auction-purchaser I eXcess of 15 'fPBIjIE‘ cent of
the purchase money shall not however be liable to be forfeited to

Government.

e : the part of the Registrar of the district
It is not obligatory TGEBI‘; mP&y Hor dagkmpin wiithiCHoRT Rl e

E;}uf;};;{ay; EEZ gggtni} the stamp is paid aftﬂr_the expiry of the pﬂrl_od
mentioned in paragraph 37 on account of circumstances over wh:tph
the purchaser had no control or for other good reasons. T]]H.Rﬂglg-

L hinks fit, condone the delay in pay-

trar of the district may, if he :
mﬂﬂf of tl?a ];&I&ngg &n}crl- accopt the payment provided the defaulter
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(Judgment-debtor), the purchaser and the dec'refa-hﬂlder'&grea in
writing to the procedure. In such cases, the original sale itself will

be deemed to be a resale.

40. Any deficiency of price which may result on a resale referred
Resalses e to In paragraphs 17, 36 and 39 by reason of the
covery of deficiency purchaser’s default and all expenses attending
of price. such resale shall be certified by the sale officer
to the Registrar of the district and shall, at the instance of
either the decree-holder or the defaulter, be recoverable from the
defaulting purchaser under the provisions of rule XXII. The
costs, if any, incidental to such recovery shall also be borne by

the defaulting purchaser.

Where the property, on the second sale, fetches a higher price
than at the first sale, the defaulting purchaser at the_ first sale,
shall have no claim to the difference or increase.

Nore.—Form No, 31, Schedule I of Appendix-E of the Civil Procedure Code
(Page 2609 Sarkar) should be adopted in drawing up the certificate referred to in
the first sub-paregraph. The certificate should invariably be given by the gale
officer who holds the resale, at the time of submission of the sale report. If the
decree-holder or the judgment debtor requires the deficiency of purchase money to
be recovered from the defaulting purchaser, he ghould file an execution potition
for the purpose before the Registrar of the district with the necessary fees.

41. Kvery resale of immovable property, in default of payment
Need for fresh Of the amounts mentioned in paragraph 37 within
proclamation  for the period allowed for such payment, should be
resale, made after the issue of a fresh proclamation in’
the manner and for the period mentioned in paragraph 33,

42. Where immovable property has been gold by the sale

officer, any person either owning such property or

Application to - . . . , .
set Pﬂ‘im sale on holding an interest therein by virtue of a title

deposit, acquired before such sale may apply under sub-
rule (9) of rule XXIT to have the sale get agide,
on his depositing with the Registrar of the district—

(@) for payment to the purchaser a sum equal to 5 per cent of
the purchase money ; and (b) for payment to the decree-holder, the
amount of arrears specified in the proclamation of gale as that
for the recovery of which the sale Wwas ordered together with interest
thereon and the expenses of attachment, if any, and sale and other
costs due in respect of such amount less any amount which may,

since the date of such proclamation have been received by the
decree-holder. |

If such deposit and application are made within 30 days from the
date of sale, the Registrar ghall Pass an order setting aside the sale
and shall repay to the purchaser the purchase money so far ag it
has been deposited, together with the 5 per cent deposited by the
applicant. If more persons than one have made deposit and appli-

cation as stated above, the application of the firgt, depositor to the
officer authorized to set aside the sale, shall bhe accepted.

The mere depuaiting of the amount will not however he sufficient
to cancel the sale; the necossary application has also to be made
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therefor, as under the rule it is Imperative that hoth th
and the application should bhe made within 30 davs fmmﬁt-h dat
of sale. I_n cases where properties are sold in lntg under thﬂasa,anjle
-prnclam&pmn of sale, the payment of the sale amount of one 19?;
alone (with compensation to the purchaser, further interest etc.)

does not constitute sufficient compliance wit :
t
sub-rule (9) of rule XXIT. P ith the requirements of

If a person applips to set aside the sale of immovable property
on i-aha ground mentioned in paragraph 43 below he shall not be
entitled to make an application under sub-rula (9).

43. Under sub-rule (10) of rule XXTI, the decree-holder or any
person entitled to share in a, rateable distribution of the assets
Apslication {on or Wlli:JBG int_erﬁ’:-st:a are affected by the sale may, at
sob u;(;lide fs;?,le on &Illy tEtEE within 3_(!}lda,ys from the date of the
sround O Irreégu-  sale of the immovable property apply to the
aryor fraud. Reg.isbrar of the distrir:fI;) EDPSBty&S'lISIIE {rhe sale on
the ground of a material irregularity or mistake or fraud in
publishing or conducting it ; provided that no sale shall be set aside
on the ground of irregularity or fraud unless the Registrar is satisfied
that the applicant has sustained substantial injury by reason
of such irregularity, mistake or fraud. The enquiry into such
petitions should be conducted by the Deputy Registrar or the
Co-operative Sub-Registrar, and not by the sale officer who conduct-
ed the sale. Objection petitions received without the requisite
fees should not be entertained. If the application be allowed, the
Registrar of the district should set aside the sale and may direct
a fresh one. On the expiry of 30 days from the date of sale, if no
application to have the sale set aside is made or if such application
has been made and rejected, the Registrar of the district shall make

an order confirming the sale.
44, If the Registrar of the district has reason to 'thiuk t}}a,t
Power of the DO Sal6 ought to be set aside, notwithstanding
Rﬁ'g?;:f;r oF Eﬁﬂ that no application has been made or on grounds
distriot to set other than those alleged in any application Wh}t:h
&3ide sale suo moto. has been made and I‘BjEEth, he may, atter

recording his reasons in writing, set aside the sale.

45. Whenever the sale of any immovable property 1s not so
Return of dene. confirmed or is seb aside, the deposit, or t}]:a
8it or pumhgﬂa yurchase money, as the case may be, must be

Imnoney. returned to the Pﬂl‘ﬂhﬂ:ﬁﬂl‘.

frmation of the sale, the Registrar of the

46. After the 5_2;;13 should grant a certificate of sale to the

Confirmation of s . Friv cribed. This certificate

sale and issue of purchaser in the form pres ot T e
sale corificate, <hould be on stamped paper bearing se

: . +an of the district. The stamp duty
and signature of the Registrar o Lo samo as that ocharged' of

. : is t
payable on this certificate 18 o rts and the Revenue
Yl : issued by the civil cou :
%ﬁ;ﬁfsmzi?lﬁ?ﬁﬁhargﬂ duty also should be levied at the rates
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fixed by Government from time to time on the S:EIJB cortificatos
issued except in the City of Madras. No certificate should
be issued on plain paper. The cost of stamped paper ang
the surcharge duty collected should be .l{ept in the treasury under
Revenue Deposit and when the sale is cﬂuﬁrmec‘l, _the- necﬂs,:mry
non-judicial stamped paper should be obtained officially from' the
treasury for the issue of the certificate. The certificate granted
shall state the property sold and the name of the purchaser and it
shall be conclusive evidence of the factof the purchase, in all courtg
and tribunals where it may be necessary to prove it and no proof
of the seal or signature of the Registrar of the district shall be
necessary unless the authority before whom it is produced shall
have reason to doubt its genuineness. In the description of property
to be given in the certificate, the properties sold under different
lots should be mentioned separalely with the purchase money of
each lot noted against it.

An order made under sub-rule (10) of rule X XTT shall, subject
only to the provisions of section 57 of the Act, be final and shall not
be liable to be questioned in any suit or other legal proceedings.

If due to clerical error, an item of immovable property has been
wrongly described in survey number or extent in the notices issued
under rule XXIT (7) and in the sale certificate, an erratum or
amendment to the sale certificate cannot be issued. In such cases,
the only course is to get the order confirming the sale set aside by
the Registrar under section 57 of the Act,

No sale certificate should be issued to a person claiming to be
the legal representative of an auction purchaser unless such person
produces a succession certificate given by a competent civil court.

When a property is purchased jointly by two or more persons
‘only one sale certificate should be issued.

47. Sub-sections (2) and (4) of section 89 of the Indian Registra-
tion Act, 1908, require that certificates of sale of immovable pro-
perty granted by courts and Revenue officers

hRagist_EntiEu u{f should be sent to the registering officer and that
E&fﬂ 2 D should file them in his Book No.I. The
property. Indian Registration Act has since been amended
making a similar provision in respect of certifi-

cates of sale of immovable Property granted by the officers of the
Madras Co-operative Dﬂpﬂl’tmﬂﬂt, under section 17 of the
Madras Co-operative Land Mortgage Banks Act, 1934, and
under the rules made under the Madras Co-operative Societies Act
1932, so that the completeness an continuity of the record of title
to immovable property kept in registration offices may be ensured.
Every officer granting a certificata of sale of immovable property
under the provisions referred to above should therefore send
& copy of such certificate to the rogistering officer or officers within
tho local limits of whose Jurisdiction the whole or any part of the

immovable property comprised in such certificate is situate, and




such registering officers shall : . ]
filo the copy in thoir Bock }I;gfler the Indian Registration Act,

; L. Sale certificat slati
immovable property of legg than R ol
registration, 1 8. 100 value are exempt from

48. No application under section 57 of the Act shall he resented

to the Registrar or to Government for modifying, a.nuEHing or

Appeal against TeVersing any order of the Registrar of the district

the orders of tho under sub-rule (10)of rule XXII after a period of
Registrar, one year from the date of such order,

49. In the event of any resistance by any person other than
Delivery of pos- & Person (not being the defaulter) claiming in
session of immov- good faith to be in possession of the property,

able property by a - o 1 | :
court of competent 2CUION May be taken to put the purchaser in

jurisdiction in case POSsession in the manner indicated in sub-rule
of resistance, (12) of rules XXIT.

50. Where any claim is preferred, or any objection is made, to
the attachment of any property attached under

Investigation of rule XXIT on the ground that such property is not
claims and objec- liable to such attachment, the sale officer shall
i t'f'jf &ttf}“;f;: investigate the claim or objection and dispose of
perty. iton the merits. No such investigation shall,
however, be made when the sale officer considers

that the claim or objection is frivolous.

Where the property to which the claim or objection relates
has been advertised for sale, the sale officer may postpone the sale
pending the investigation of the claim or objection.

Where a claim or an objection is preferred, the party against
whom an order is made may institute a suit within six months
from the date of the order to establish the right which he claims to
the property in dispute, but, subject to the result of such suit,

if any, the order shall be conclusive.

When an attachment is raised as a 1‘&51}11} of allowing a petition
objectineg to such attachment, the order of release shonld be
embodied in the order passed by the sale officer under sub-rule (17)
of rule XXII. No separate release order should be issued, nor
should a separate fee be charged for the purpose.

51. Where the sale officer has attached under the rules, hﬁn]{
property, not in the custody of any court, whic

Attachment  in i8S already under attachment made 1n execution

execution of dooreos of a decree of any court, such court shall receive

of several ocourts .\ pealize such property and shall determine

ot desenlill clhil olaims thereto and any objections to the attach-

bution of assets.
ment thereof.

] tachment in the execution of
here the property is under at . ‘
dam?je; of mm‘e? Eﬂlill‘tgr than one, the court which shall receive or

realize such property and shall determine any claim thereto and
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any objection to the attachment thereof shall be the court of the
highest grade, or where there is no difference in grade between such
courts, the court under whose decree the property was first attached.

Where assets are held by the sale officer and before the receipt
of such assets, demand notices in pursuance of applications for
execution of decrees against the same defaulter have been received
from more than one decree-holder and the decree-holders have not
obtained satisfaction, the assets, after deducting the cost of reali-
zation, shall be rateably distributed by the sale officer among all
such decree-holders in the manner provided in section 73 of the
Code of Civil Procedure, 1908.

52. Section 73 of the Code of Civil Procedure is reproduced
below :—

Proceeds of exe- “73. (1) Where assets are held by a court

cution sale to be and more persons than one have, before the
rateably distri-

batd among LeCeipt of such assets, made applications to the
decree-holders. court for the execution of decrees for the payment

of money passed against the same judgment-
debtor and have not obtained satisfaction thereof, the assets, after
deducting the costs of realization, shall he rateably distributed
among all such persons; provided as follows —

(@) Where any property is sold subject to a mortgage or
charge, the mortgagee or incumbrancer shall not be entitled to
share in any surplus arising from such sale -

(b) Where any property liable to be sold in execution of
a decree is subject to a mortgage or charg

the consent of the mortgagee or incumbrancer, order that the pro-
perty be sold free from the mortgage or charge, giving to the mort-
gagee or incumbrancer the same interegt in the proceeds of the sale
as he had in the property sold :
(¢) Where any immovable property is sold in execution
of a decree ordering its gale for the discharge of a incumbrance
thereon, the proceeds of gale shall be applied i—firstly, in defraying
the expenses of the sale : secondly, in discharging the amount duo
under the decree ; thirdly, in discharging the interest and principal
moneys due on subsequent incumbrances (if any); and fourthly,
rateably among the holders of decrees for the pa,ymentj of money
against the judgment-debtor, who have prior to the sale of tho
property, applied to the court which passed the decree ordering
such sale for execution of such decrees and have not obtained
satisfaction thereof.
(2) Where all or any of the asgets

distributed under this section are paid to a person not entitled to
receive the same, any person so entitle |

: d may sue such rgon to
compel him to refund the assets, 4 el
(3) Nothing in this sectijon affects a

liable to be rateably
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The following procedure should b
16 1ollow | e followed by th |
the dmtrmt}‘m accordance with the provisions cj’r au;?uigm(g{%r g
rule DliXII, In cases where proceedings are taken against the same
defaulter by the department as well as the civil court, the person

ding th | ot : : .
E::{H]i élf:g—ﬂ rough the ecivil court being a private creditor of the

In the case of mortgage awards held by sociat: :
| IR | - Yy societies, the Registrar
of the district can allow the sale officer to proceed with the falﬁ of

the mortgaged properties even though they might have been attached
by the civil court at the instance of & private creditor. In such
cases the remedy available to the private creditor is only against
the surplus if any in the sale-proceeds of the hypotheca after
discharging the loan due to the society. The outside creditor
should, therefore, move the civil court for attachment of the excess
sale-proceeds, if any.,

In the case of simple money awards held by societies, if the
properties have been first attached by the civil court at the instance
of another creditor, further proceedings should be left to that court,
under rule XXIT (20) (a), and the decree-holder society should be
advised to apply to the court for rateable distiibution of assets.
The execution petition should not be closed by the Registrar of the
district. He should furnish the decree-holder society with copies
of the decree, etc., to enable it to prefer its claim before the court.
If, on the other hand, the sale officer has first attached the pro-
perties but received intimation of the attachment by the civil court
before the sale is conducted by him, the sale should not be con-
ducted by the sale officer; further proceedings should be left to
the civil court. The society should in this case also be advised to
apply to the court for rateable distribution, furnishing for this
purpose copies of the award and the execution proceedings. The
execution petition should not be closed, as the a.ttaﬂhimant will
have to be kept subsisting. If for any reason the execution before
the civil court is not proceeded with, the sale should be conducted

by the sale officer. 30, 4 2l t
‘ 1 attac ' the civil cour
If the existence of subsequent attachment by the
18 brought to the notice of the Registrar of the fghst-rmt after tl}e sale
by the sale officer is over, the court should be informed of this fact:
with a note that the sale-proceeds are held subject to the orders of

¢ . lder society should simultaneously be
e qaurt, . T degreecha d atérminatiml of the amount due

asked to apply to the court for the d '

to be paid Ecln) i{inﬁlusivﬂ of the costs of execution by the Depfrtmhent.
On receipt of orders from the court specifying the persons to whom
Jab1 2 amount to be paid to each,

]d bB ﬂ.ld tLI]d bhﬂ Elrﬂi}'llﬂs 3 ’ G
Eﬁz 1?1112?;]ii1i];§34 shmlfld be disposed of aceordingly, and. 806, gxs

cution petition closed. ik
In fﬂ.ﬂea where a decree-holder files more th&nt mlc{; Hrfﬂm;lft;;n
titi ] defaulter seeking the atta;nhmen and sale of the
ERunC Sana ties, a single sale purporting to

» le property or properties
?JB;?: ;;1;1;113;;1: 2{1;11 Ii::ha execution petitions cannot be done. A sale

voL, 11—0
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can be held in pursuance of only one execution application at a time,
If the decree-holder desires to participate in the proceeds of the sale
in satisfaction of all the decrees obtained by him agamst the same
defaulter, the only valid and proper course for him wjll be to get
the property concerned attached in one execution petition as
& precedent to its sale and in the others for the purpose of a rateable
distribution of the sale-proceeds under rule X XIT (20). The orders
of attachment should he clear and specific and there should be no
Proclamation of sale or notices of sale in the execution petitions in
which rateable distribution alone is sought.

It the decree-holder happens to be the auction purchaser in the
sale and desires a set-off aganst the purchage price, such set-off
can be permitted to the oxtent of the sum due in the particular
eéxecution petition in which the sale had been held. If there is any
balance due after such set-off, it must be collocted in cash and
deposited in the treasury in the usual Way, within 15 days of the date
of sale. The sale-proceeds so realized shall be available for pay-
ment in satisfaction of the rateable claims in the other execution
petitions by the same decree-holder. But if other outside decree-
holders enter the field with applications for rateables, the procedure
already indicated should he followed,

Applications for rateable distribution can pe entertained by the

Registrar of the distriet only in respect of decrees which he is compe-
tent to execute under section 57-A of the Act.

53. Where an attachment has heen made under the rules, any pri-

vate transfer or delivery of the Property attached

Private  aliena- . of any interest th rein
tion of propert Y e and any payment to the

after attachmert dofaulter of any debt, dividend or other moneys
to be void. Contrary to such attachment, ghall under suh-

Bxplanation,—Fop the purpoge of sub-rule ( 13-A), claimg enforce-
able under an attachment include claims for the rateable distri-
bution of agsets under sub-rule ( 20)

54. Where any property has been attached in €xecution of

o i S decree but by reason of the decree-holder’s
b Eﬂfﬁf“‘pﬂmi;ﬂ default, the Registrar of the district ig unable to
of  adjournmeunt proceed further with the application for eéxecution

of proceedings on : e v sEyad
dﬂﬂfm_hﬂld;ﬁ he shall either dismisgs the application or for any

default, sufficient  reason adjourn the Proceedings  to

A a tuture date Upon the dismissal of such
application, the attachment gha] cease,

Attachment 55. Aytaehment of pProperty under section 50 or
before  judgment sub-section (4) of section 51 of the Act shall be
(rule XXTIT). made in the mannep Provided in rule XXT1r.
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Where a claim is preferred to property so attached, such

Investigation of Ei&im shall be investigated in the manner and b
claim to property 16 authorit 1 *
attached before g directi Uy specified in rule XXII. Where
¢ ction 18 made for the attachment of any

judgment. pYopert a1
: Yy, the Registrar of W
order the attachment to be with_d_mfn_ar of the district shall

Removal of . : - :
attachment when .- 5} %) ﬂhﬂp the party concerned ilElI‘IllﬂhBS the
security furnished urity required together with security for the
or suit dismissed. costs of the attachment ; or

(b) when the liquidator determines under clause (b) of sub-
section (3) of section 47 of the Act that no contribution is payable
by the party concerned ;or

(¢) when the Registrar passes an order under sub-section (1)
of section 49 of the Act that the party concerned need not repay or
restore any money or property or contribute any sum to the assets
of the society by way of compensation ; or

(d) when the dispute referred to in sub-section (1) of section 51
of the Act has been decided against the party at whose instance the

attachment was made.

Attachment made under sub-rule (1) of rule XXIII shall
o not affect the rights existing prior to the attach-
before  judgment mMeNt, of personsnot parties to the proceedings in
not to affect rights connexion with which the attachment was made,
gf A Sl _r‘hf“' nor bar any person holding a decree against the
Shlving for salo.  person whose property is attached from applying

applying for sale. :
PR:ying tor.s for the sale of the property under attachment in

execution of such decree.

Where property is under attachment by virtue of the provisions
of tule XXIII and a decree is subsequently passed against the
person whose property is attached, it shall not be necessary upon an
application for the execution of such decree to apply for re-attach-
ment of the property. The attachment made before judgment will

become absolute on passing the award.

In case of attachment before judgment, tl{e Registrar of 'the
district has to be satisfied that the apprehension of the society

' ' ' f his properties are
as to the intention of the defaulter to dispose 0 )
1.*»3&.11.:i W\ hl:rﬂ after a careful ﬂxa.min&tl_ﬂn, &t{'auh.ment- 18 fmuild'tn be
urgently nacéﬂs&ry, the officers may dispense with the preliminary

der ] I he wordin
' ' tachment order forthwith altgrmg the g
e e ELIH all other cases, 1t 18 desirable to issue the

; itably.
Efmtggg ;ii Et*:: a,ttgchmﬂnt lest any innocent defaulter should be
penalised. . |

' operty conditionally attached I Bll!:)]faﬂt to speedy
&ndﬁz{:flﬂr;ihzﬂgzypur ghera the expenses of keergl I113 i1;11 custodytf_a.rﬂ
likely to exceed its value, the sale officer may 5‘_*;-) 5 at &itny u?f
before the expiry of the period of 15days prescri ﬂd 1111 ﬂlﬂuﬂﬂ (b)
of sub-rule (4) of rule XXII or before an order undei Iﬂ' ause (e.;;,
of sub-section (3) of section 47 or section 49 or section 51 18 pass

VOL. IT—06A
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and deposit the sale-proceeds, less costs in the nearest (Government,
treasury unless the amount specified in the order of attachment ig
paid earlier.

26. Hvery notice of process issued under the provisions of ryle
XXII should be in writing, should be authent;-

Mode of service @ated by the seal, if any, of the officer by whom
U-pobings, it is issued and should be signed by such officep
or by any person authorized by him in that behalf, ~Tha service
of notices on any defaulter should be effected in the manner pre-
seribed in rule XXIT; or where the mode of service is not

prescribed in rule XXII, the procedure laid down in rule XVI
may be followed.

57. Sale officers may incur contingent expendi-

a

Contingent char- y19 on such items as tom-tom charges, feeding
g8és8  1ncurred in

6xeottian work charges for livestock, cost of conveyance of
distrained property, ete.

Persons employed in Serving notices or in other process

under rule XXII shall be entitled to batta at

bﬂPrqcéﬂ?_ﬂ o et such rates as may from time to time he fixed by
B Catbo) the Registrar.

Where the cost and charges incurred in connexion with attach-

Batta, interest 1M€06 andsale of mnvable_pmperty or the attach-
and other charges ment and sale or sale without attachment, of
dovaradle © from  immovable property under rule XXIT exceed
Sai8‘progteds. the amount of the cogt deposited by the decroe-
holder such excess shall be deducted from the sale-proceeds of the
proporty sold orthe moneys paid by the defaulter ag the case may
be and the balance shall be made available to the decree-holder.

68. Cases happen in which decree-holders regort to departmental

execution after having proceeded against defaul-

Recovery of costs ters throu h the civil o B : 1
incurred in  cjvil S ourts. In such cases,

S arequest is generally made in the execution appli-

cations that the costg incurred by them on the
execution through civil courts may algo he recovered along
with the decretal amounts and paid to thep. These may be
collected from defaulters by the Registrar of the district as the
words ‘‘ costs of procesg oceurring in section 57-A of the Act
cover such cases, [t is, hﬂwevar, within the discretion of the

sxseution in 08 5 of the Act, though such decy

decrees  obtaine( :
from civilicourts, ~ Don-members, Byt the decrees should be in

favour of the secieties, i.e., the money to be
recovered should be due to a registered society  But decrees of
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village courts are not ¢ decrees Vi
of civ 4
should be executed throug VA AR

through the Department,

S Such decrees
village courts or civil courts and not

60. A decree gets time-barred if it is not filed for execution

Execution of Elthl]n Wlreo }’EE’LI‘B of the dE!"tE Df thE decree.
B et m b d s a decree was filed for execution within time but
rees. the execution petition was, for some reason or

other closed b:fore it was fully satisfied, the
decree should be filed again for execution before the expiry of the
three years from tl}e date on which the previous execution petition
Was clusegl ; otherwise, the decree will get time-barred. To keep a
d‘ecrea -&h}re, execution petitions will have to be filed from time to
~ time V:rlthm‘ t;hr_ee years of the date of closure of the previous petition.
Even if action is taken as above from time to time, a decree will get
time-barred on the expiry of twelve years from the date of the decree.
Such time-barred decrees should not be accepted for execution ;
the parties may be advised in such cases to proceed through civil
courts, which are competent to take further action under certain
circumstances, that is, where the judgment debtor by fraud or force
prevented the execution of the decree at some time within twelve
years immediately before the date of the application. When once
a decree becomes timeé-barred, further acknowledgment of debt on
the decree cannot give it a fresh life. After a debt is time-barred,
there can be no acknowledgment of the debt; there can only be a
promise t0 pay that sum. Such promise will amount t> a new
contract and a fresh dseree will have to he obtained in such cases.
The Registrar of the district will have to examine the question of
limitation carefully on receipt of execution petitions and he should
himself dispose of any objection pe.itions received in this regard.

61. Execution petitions admitted by the Registrar of the district
should be disposed of pl.'ﬂmpizly. They cannot
Prompt disposal he kept pending without action for any long

of execution peti- time. If dgm'ee-hﬂldal' gocieties are not anxious

Eilﬂzﬂm e to pursue action, the execution petitions will have

oither to be withdrawn by them or they will have

smissed by the Registrar of the district for default. Execu-
E?m? Bpgé?tio 3 Bhu?;ld not also be kept pending m_deﬁmlgaly for the
production of encumbrance certiﬁc&jses. If the encum rallﬂf_tf}er-
tificate is not received within thf;:.'r time fixed, axeﬂ;tmnlgpe f] 1{:35
may either be adjourned or dismissed under sub-rule (19) of rule.

XXTI.

An execution

stances :— '
(i) when it 18 satisfied ;

(ii) when it is pe_rmi_tted to
(iii) when it i8 dismissed.

hould be closed only after all costs of
lized in full and all sums collected have

petition can be closed in the following circum-

be withdrawn ; Or

Execution petitions 8
execution have been Téd
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been remitted to the proper parties. Closure of an executign Petition
is not a statutory function and Cﬂ-DpBl‘ﬂti?E: Sub-Registrarg can
attend to it. While doing so, they should satisfy themselyes that

no further action is pending in them,

62. Where decree-holder societies are indebted to central

banks, it is desirable that the sale-procesds

Disposal of sale. are remitted direct to such banks to the credit
pProceeds, | Ty : : i ‘

of the societies concerned in order to prevent

the office-bearers of the latter from re-loaning  them to

members. The Registrar of the district should, therefore, ingtryet

Socleties to state in theijr éxecution applications that the sale-pro-

If a defaulter refuses to accept the surplus sale-proceeds, if any,
the amount should he remitted into the treasury as a Revenue
Deposit and a notice may be issued by registered post informing
him that the amount dque to him has been deposited in the treasury,
and that if he does not claim it, within 4 period to he specified in

. Procedure lﬂtgﬂrﬂ:_ll% to the Registrar of the district, (Deputy Registrar)
o P:P“Egﬁﬁc'&_ the cost of publication ang the latter should
tion, appropriate this cost from out of the execution

fees collected in advance, If the fees paid in
advance be not sufficient to cover the €08t of printing, the balance
should be collected promptly. The feeg gq appropriated are treated
a8 a revenue to the Co-operative Department like execution fees,
while the cost of Printing is horne by the Printing Department ag

in the case of the printing of notifications of flon-commercial depart-
ments of Government,

64. Every person making g Payment towards any money due,
for the récovery of which application has heen

miﬁi?ﬂﬁiuﬁfﬂg ma,dle under rule X XTI, shal] be entitled to a

and by whom to he TeCEIpt for the amount signed by the sale officer
issued, or Other officer empowereq by the Registrar of

sta‘e tht_a name of the pergon making the payment and the subject
matter in respect of which the Payment is made, Sale officers
ahnuldi, therefore, generally jssue the receipts and when moneys

should 18sue reeeipts.. The Deputy Registrar May authorize the
Sub-Registrar to 1eCeIVe moneys and jgeye receipts,
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66. In regard to the recovery of sums due to Government as
Procedure for re- . decree-holder > the provisions of rule XXII

covery of sums due shall a | ] . ; : :
to Government, ™ l‘ulep%]{%flu. Eﬁ*ﬂct to the modifications provided

66. Decrees which have been filed before the Registrar of the

poeo oo o district and which have been satisfied completely

of decrees, orders, 816 1Ot required by societies and they should not,
etc., filed before therefore, be returned ; decrees, etc., the execution

ﬂig dg:;%i‘_*“” of of which has been stayed after partial collections
have been made, may be required by societies
when execution proceedings are sought to be renewed. If fresh
process is proposed to be taken through the (Co-operative) Depart-
ment, the society may be asked to furnish the execution petition
number and the year in which execution was last pursued. The
Registrar of the district should then proceed with the execution of
the decree with reference to the previous file. If a society proposes
to proceed with the process in a civil court, it should apply to the
Registrar of the district for the transfer of the award to the civil
court concerned. The application should be sent in the form pres-
cribed for the purpose. In the application, the nature of the action
proposed to be taken in the civil court should be stated clearly
such as ¢ arrest of the judgment debtor,” application for rateable
distribution of assets in the civil court *’ or “ execution after implead-
ing non-member subsequent alienees ', ete. Fees should be charged
as if it is an application for execution through the Department and
according to the amount to be recovered. The certificate of part
or non-satisfaction to be attached to the award when 1t 1s sent to the
civil court should be in Form No. 4 of Appendix E to the First
Schedule of the Civil Procedure Code. Under clause () of sub-
rule (8) of rule XV of the rules issued under the Madras Co-operative
Societies Act, the civil court should execute the ?wa.rd so sent to
it as if it were a final decree of that court. W If}en the Iﬁﬁg‘ﬂ
have been despatched to the civil court, the applicant EE{“ e
informed of it. The transter application ﬂil_l_d the ﬂﬂﬂﬂﬂﬂtﬂh_P]f;Ptﬂhrﬂ
should then be filed in the execution petition file from E'llc ; fﬂe
award has been taken out for transfer to the civil cf{;lrbt.- & 1;:) E;'L utr
the transfer of awards to civil courts should be issue } i e djglérig{
Registrars themselves; the powers of the Registrar DLae
Bh - trars do not cover this item of
delegated to Co-operative Sub-Registrars

work.

67. The civil court to W!ﬁﬁh
for execution 8

a, decision or award has been sent
hould, under clause (&) of sub-rule

Transfer of decl- gy of rule YV issued under the Madras Co-opera-

Blming amancs Qocioties Act, on the application of the person

from the civil tive ; r. on the
court to the Regis- in whose favour the S{'Lme WELF t]ﬁqﬂg?ggr?cg return
trar of tho district. mqlﬂﬂfﬁﬂﬂ of the Reglsbrm‘ 0 0O !

the Registrar as the case
ad award to such person or the :
EIII:;? %20221?1; rmmmer provided In rule 6 of Order XXT of the First

Schedule to the Code of Civil Procedure, 1908,
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68 The Board of Revenue has requested Collectors to instruct

village officers to render all possible help to sale

Help of village officers of the Department in carrying out their

Bl duties in the villages in connexion with execu-

tion work. The officers of the Department may, therefore, rejuisi-

tion their help whenever necessary ; but they must see that their
help is indented on only when necessary.

69. In regard to work connected with execution,

Books and ; : :
registers to  be the following books and registers should be main-
maintained. tained in the forms prescribed for the purpose :—

(i) Bwecution Cash Books.—Moneys received by the Registrar
of the district and sale officers may be of the following kinds :(—

(@) fees for execution ;

(b) payments towards the decretal debts such as sale-
praceeds of properties or voluntary payments made by the parties,
ote,; and

(¢c) deposits made under sub-rule (9) of rule XXII. In
the case of execution fees received, the money should be remitted
into the treasury under the head of account— XXXI. Co-opera-
tion—Miscellaneous receipts—Execution Fees—Living/Liquidated
Qocieties.”” Societies should, however, be encouraged to remit
execution fees direct into the treasuries and to send only the res-
pective chalans to the Registrar of the district. Other moneys
received are either disbursed to the parties concerned immediately
where it is possible or necessary, or are lodged in the treasury as
Revenue Deposits and withdrawn as and when necessary.

An execution cash book should be maintained by each Deputy
Registrar for recording all cash transactions relating to execution
work, The transactions should be recorded in this book chronolo-
gically. Amounts received in the office should be remitted into
the treasury, central bank, etc., on the same day they are received
or at least on the next working day. If for any reason this is not
done, a note showing the reasons for the delay in remittance should
be recorded in the cash book and attested by a responsible officer.
Withdrawal of revenue deposits from the treasury and their refund
to the parties must be entered in the cash book on the dates on which
intimation of encashment of refund vouchers is received in the office.
Chalans relating to execution fees remitted by societies direct into
the treasury need not be entered in this cash book ; they have to be
entered in the subsidiary cash book referred to below. Government
subsidy granted to societies working at a loss to meet stamp duty

paid by them on sale certificates should not be transacted in this
cash book.

_ At the end of each month, a classified abstract of the transac-
tions during the month should be entered in the cash book together
with the abstracts of the sale officer’s cash books and of the subsidiary
cash book. This will be helpful in preparing receipts and dishurse-
ments statements for the whole district and in ascertaining from time
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to time the total receipts
heads such as execution fees,

(1) S‘*‘Fb*?ffgm?'y cash book.—All chalans for remittances of exe-
cution fees into the treasuries made by the societies direct should
be entered in this register; chalans for remittances other than
execution fees should not be entered. The details of the chalans,
whether received from the societies or the treasuries, should be
entered in the book in the appropriate columns on the dates of thejr
receipt in the office, but the issue of receipts should be held up till
the duplicate copies of the chalans are received from the societies ;
the receipts should not be issued on the strength of the chalans
received from the treasury. If the chalans are received from the
societies earlier than from the treasuries, receipts should be issued
immediately on their receipt without waiting for the receipt of the
triplicate copies of the chalans from the treasuries. At the end of
each month, the societies or the treasuries should be addressed to
send the copies of the chalans due from them as shown in the subsi-
diary cash book. The numbers of the recelpts issued to the societies
should be entered in the : ubsidiary cash book and also noted in the
chalans concerned. The word 7'riplicate should be noted in red
ink on the chalans received from the treasuries. Both the duplicate
and triplicate copies of the chalans should be filed together in
the voucher file relating to the subsidiary cash book. -

Credit for the fees remitted in the chalans should be taken in
the month in which the treasury chalans were first received in the
office, whether from the societies or from the treasuries.

and disbursements under the various
revenue deposits, ete.

The subsidiary cash book should be m_aintﬂined treasury-
wise., The folios of the suspense register (described later) must be
entered in the remarks column of the book to facilitate checking.

h book of the sale officer—Each sale ﬂﬂiqer ahnulﬁd
ma'intEf:ill? &Ogish bouk,fin the form pres:cribed, for recording all hllg
cash transactions. The collections received by a sale ol ma]x; Ehﬂ;lh
be remitted by him into the treasury or the central J&; lnrt,h a:
decree-holder societies concerned on the same d&g on ‘:’dﬂl *55,-
are received, or, if it happens to be a holiday, on t f:a neih ta,y ::H 5;.
out fail. Where it is not possible to do so, fohe Fe&aﬂgsbl &bnﬂnutad
tated the retention of the cash balance must invaria ty ed id
in the cash book. An abstract of the mnnthlydrfaﬂa;l}_f s ;th i
bursements in the form prescribed must be entere 11} .eﬂ 1:: 4L boag
at the end of each month’s tl‘ﬂlEﬂGFlgﬂﬂl and a copy of su
: e sent to the Deputy hegistrar. | |
45 11;1 tdfe counterfoils of the receipts issued to the }15}-1‘13135 m&k;llgg
payments to the sale officer, the signatures of the parties concerne
should, as a rule, be obtained. ot |

iv) Ezecution Petilion Register.—The ﬂ'PIIi'l f;l;fﬁislﬂlluﬁlil;;;l
this register should be filled up as 800N as eﬂ_f;} S fﬂrl;&rded
; & d in the office, when the exeautm}l peti mE ; e lshim 62
:iﬂﬂrtiﬂ}f:l:;ﬁ officer and when the file 18 received back irom : e
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Co-operative Sub-Registrar (general duty) should check this register
once a month before the 10th and see that it is maintained properly,

There is no need to maintain separate registers to watch the
cases in which vakalaths have been filed by vakils appearing before
the sale officers or the cases in which security bonds have been
assigned in favour of decree-holder societios. It is enough if in the
“Remarks’ column of the execution petition register, a note is
made against the particular execution potition that a vakalath
has been filed or that a security bond has been assigned to the
decree-holder, etc. A list of such items should. however, be made
out on the first or last page of the execution petition register to
tacilitate the checking of the items.

(v) Costs Appropriation Register.—This register is mainly
mtended to watch how the execution fees collected from societies
are appropriated towards the value of services rendered in respect
of each execution petition. In the register, a separate page is
set apart to note the execution fees received in respect of each
execution petition (by appropriation from the suspense register
described later) and the value of services rendered from time to time
as recorded on the fee slip (in the prescribed form) attached to each
execution petition. Any surplus fee available after the closure of
each execution petition should be credited back to the concerned
society’s account in the suspense register ; it should not bo trans-
ferred to another execution petition without passing through the
suspense register. No transfer of the surplus fees from one pending
execution pe‘ition to another pending execution petition should
ordinarily be resorted to. Deputy Registrars should check these
registers once a month.

(vi) Suspense Register—Often societies remit execution fees
into the treasuries but do not at the same time send the execution
petitions to the Deputy Registrars. The fees remitted are at times
either far in excess of or far less than the required amounts. To
watch the disposal of the execution foss received from tho societies
and to see whether. the fees collected from each society are adequate
to meet the value of services rendered or to be rendered in respect
of the execution petitions sent by it, a suspense register is maintained
in each Deputy Registrar’s office. In this register, a separate
page is allotted to each society to note the fees received from it

from time to time and how they have been appropriated towards its
several execution petitions. &

A'l amounts received towards execution fees from societies
should be treated by the Deputy Registrar as suspense received and
entered in the suspense register. Kxecution fees paid by societies
direct to sale officers should aleo he passed through this register.
For the amoun s received by sale officers no receipts need be issued
by the D_ﬁputy Registrars : the salo officers themselves should issue
cash roceipts to societies when they receive exocution fees from them.
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A

From the amoyng to th ]
¥ - - 2 E EFE{llt Of Eﬂ.ﬂh E " .
register, appropriations should he made to tﬁzmgvlélrﬁeeiﬁ?;?;;

petitions received from it. Such g ot
. ‘ PPropriations h
in the costs appropriation register ag exglained aliea?él;rd 2. g

Societies also should maintain g ' '

- ' ' . uspense registersg -

ey o waich tl}ey are maintained by Depu%y Eﬁil?ﬂtiziﬁ S&E
exeoution fees paid by them to Deputy : g i
officers direct should e treated by th

in the suspense registers. As goon ag any a,

made in the Deputy Registrar’s office, the fact of having done go

should be communijeated to the society concerned wi
details as regards the numbers of the execution

appropriated to each execution petition, ete, Qp receipt of such
imtimation, the society should make the necessary entries in itg
books ; the staff in charge of the Supervision of the societjes should
see that thisis done. Ag SOOI as an execution petition i closed
the excess fees collected In respect of it should be transferred to the
Suspense register maintained in the Deputy Registrar’s office as
well as by the society concerned.

The balances to the credit of the societies in the suspense
register maintained in the Deputy Registrar’s office should be com-
municated to the societies concerned, through the central bank,
once in a half-year to enable the societies to reconcile the discre-
pancies, if any. True copies of the suspense register should also be
forwarded to the auditors concerned at the end of every half-year
for reconciliation with the suspense registers maintained by the
socleties during concurrent, interim and final audits. In the final
audit reports, the auditors should certify that the balances have

been reconciled,

(vil) Revenue Deposits Register (Current).—As ]_:ms already
been explained, moneys received in the course of execution proceed-
ings are lodged in the treasuries as Revenue Deposits in cases where
1t I8 not possible or necessary to disburse them 1mmedm!gely.m the
parties concerned. Revenue Deposits Registers are maintained in
the Deputy Registrar’s offices, in the form prescribed, to watch the
deposits and refunds of these moneys. |

Each deposit made in the treasury slmu%d be recorded in btha
register with particulars regarding the execution petition 111111111 t?lr,
chalan number and date, the name of the person from t-.; ﬂmb e
Mmoney was collected, the purpose for which the depnmtff 1as been
made, etc. When deposits are withdrawn, the names ttzll persons i—:
Whose favour the refund vouchers I.mva be:te dlgWIl, _tlﬂ ﬁbml?élﬂb
of such vouchers and the balance, if any. in the deposit, should be

hoted in the register in the appropriate columns. When the refund

Vouchers have been encashed, the dates of suchpnca-shﬁngnt I{SI;'DEId
be entered in the register noting also the execution cash book folio.

Withdr&wala of all Revenuc Depﬂﬂitﬂ should bﬂtpﬂiﬂjfﬂﬂgzgihuil}kﬁ
s entrie

®Xecuti h book in the same manner as |

Whi??ﬁ:gen&;epgﬂiiﬂ are remitted into the treasury. The following
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procedure should be adopted in the withdrawal and disposal of
Revenue Deposits :—

(1) Amounts in deposit at the headquarters of the Deputy
Registrar.—(a) When the amount has to be remitted to the central
bank to the credit of the society which has filed the execution peti-
tion, the refund bill should be drawn by the Registrar of the district
and the proceeds paid in cash into the bank. If the central bank
to which the remittance is to be made is not situate at the head-
quarters of the Deputy Registrar, the amount should be remitte]
mnto the local central bank to the credit of the concerned bank and
proper advice issued to the latter bank regarding the particulars
of the remittance. If there is no such facility available at the head-
quarters of the Deputy Registrar, the procedure laid down in the
succeeding sub-paragraph should be adopted.

(6) When the amount has to be remitted to the decree-
holder society directly and if the society is not situate at the head-
quarters of the Deputy Registrar, the refund bill should be drawn
by transfer of credit to post office, and money order issued by adjust-
ment of the proceeds from the treasury itself, the cost of the remit-
tance being borne by the society.

(¢) When the amount has to be remitted to third parties
like unsuceessful auection purchasers, ete., the party concerned should
be asked to send, in advance, a stamped voucher for the amount
to be refunded specifying therein whether he prefers to receive
the amount by money order at his cost or to receive a bill drawn in
his favour. The party may choose either method with reference
to the cost involved in the journey for the encashment of the bill
as compared to the cost of remittance by money order. On receipt
of the voucher, if he chooses to receive the amount by money
order the procedure prescribed in the previous sub-paragraph (b)
should be adopted. If he elects to have the bill drawn in his favour,
then the refund bill should be drawn up accordingly and sent to
him by registered post. Simultaneous to the drawal of the bill,
an intimation of it should be given to the treasury officer with the
request to intimate the date of encashment of the bill On receipt
of such intimation, necessary adjustment entries should be passed
in the cash book and the concerned item should be rounded off in
the Revenue Deposit Register. The intimation from the treasury
of the date of encashment should be filed with the original voucher
furnished by the party so as to make it complete. So also, in the
case of amounts sent by money order, the intimation from the
treasury for the issue of the money order should be filed with the
orizinal voucher. Entries in the cash book should be made only on
receipt of intimation from the treasury that the money order has
been issued. Only then should the concerned item of revenue
deposit be rounded off,

(d) When the deposit consists of an amount to be remitted
to Government, as in the case of initial deposits forfeited for non-
payment of the balance of purchase money in time, the bill should
be drawn by transfer of credit to the proper head of account and
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Eﬁntdwith a% cha_l an to the treasury officer with the request to intimate
the date of adjustment. On receipt of such intimation, necessary

entries should be made j |
Register. ade In the cash book and the Revenue Deposit,

(¢) When the deposi * : .

to be disposed of in more tl?a;ltm?ﬁ IEIEHB Dﬂivi?a? lm? -3 whm]% s

E: 5 1 ways noted above
or to more parties than one, separate bills should be drawn for the
amount d;,;e to eaf;h matit-uti'.ﬂn Or party or the Government as the
case may be and disposed Dflp ﬂ_le manner prescribed for each kind
of remltt@nce. Only T:FhE:ll intimation has been received for the
encashment or the adjustment of all the bills drawn, the item of
revenue (iE'JPDHit- ﬂhﬂul_d be rounded off in the register. |

(11) Amounts in deposit in treasuries not situate al the head-
quarters of the Deputy Registrar.—(a) When the amount has to be
remittgd to the credit of the decree holder society in the central
ba,nk,‘ it the central bank is also situate at the place of the treasury
the bill may be drawn in favour of the secretary or the accountant
of the bank according to local practice and sent to the bank by
registered post. The Treasury Officer should as usual be asked
to mtimate the date of encashment. This intimation together
with the printed receipt of the central bank should be filed as voucher
for remittance. The entries in the cash book in the adjustment
column should be made as soon as either of the two are received in
the office from the bank or the treasury as the case may be. If
the treasury and the bank ave at different places the procedure
laid down in paragraph (1) (b) above should be adopted. The bill
should be enclosed to a letter requesting the Treasury Officer to
issue the money order and should be accompanied by a money order
form duly filled up for the amount to be remitted, less commission.
The money order acknowledgment should be in favour of the
Treasury Officer and will not be received by the Deputy Registrar.
In the money order coupon, particulars of the remittances should be
given for the benefit of the institution or the person who receives
the amount. Societies and central banks should be asked to furnish
their printed receipts direct to the Deputy Registrars and these on
receipt should be filed with the intimation received from the

treasury so as to constitute a complete vcnm];:ler. R i
- (b) When the amount hasto be remitted to societies direct,

the same proceedure as in sub-paragraph (i1) () obove should be
adopted.

(¢) When the amount has to be remitted to parties other
than societies the same procedure as in sub-paragraph (i) (¢)

above should be adﬂpted. etios prefer to have the bills drawn in their

—When the banks or soci Oill
f tﬂiﬁ‘f}‘d axcessive cost by way of money ‘order commigsion ﬁuﬂhlrﬂlquﬂsrll::
tl;l;uu;ﬂ Eﬂl"ﬂj}iiﬂd with. In the absence of specific instruetions, the refund shoul
y h. .

e mud’?l‘ﬂhlzaly lﬁrﬂ?;iﬁﬂnr[%répﬂﬂitﬂ outstanding should be reconciled
with the treasury figures at the end of each quarter. Kach Deputy
ist of such deposits outstanding at the

' * sh re a li ( :
iidglf}riﬁsﬁﬂéﬁgﬂf}} is <hown in the Revenue Deposit Register
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maintained in his office, and depute an experienced clerk W'jth the
list to the treasury with instructions that he should verl_fy the
departmental figures with the txreﬂsurjf figures and recc}nmlurtha
disciepancies, if any, and furnish a GEI‘tI‘ﬁG&?}E’r to .thalt etffect. The
clerk so deputed should see that all deposits, including those made by
parties direct into the treasuries without the kquledge of th{? Dep}my
Registrar, are brought to account. On the basis of quch verification,
the Co-operative Sub-Registrar in charge of execution work should
record a certificate at the end of each Guarter that the Revenye
Deposits have been verified with the treasury figures and the
discrepancies, if any, reconciled.

(viii) Register of Lapsed Deposits.—This register is maintained
to watch the disposal of Revenue Derosits which have lapsed to
Government. As snon as a deposit gets lapsed, the particulars
relating to it should be entered iq this register and the item rounded
off in the Revenue Deposits Register. All future eéntries in regard
to the deposit should be made only in the registrar of lapsed deposits.

(ix) Transfer of awards register ;
(x) Salary attachment register ;

(x1) Register to watch movement of files from office to sale
officer and vice versa,

70. The Deputy Registrar should submit to the Registrar, in the

2 form prescribed, hglf—ye&rly reports showing the
submitted to the PLOZTeSS of execution work under section 57-A
Registrar. of the Act. The reports should be for the half.

years ending 31st March ang 30th September

and they should be submitted on or before the 3]st May and 30th
November succeeding the half-year,

71. The accounts relating to éxecution work should be audited

Audit of accounts, WiCE & year (that is for the half-years ending 30th

_ September and 3]st March) by & Senior Inspector
and audit reports in the prescribed form shoylq be submitted to
the Registrar. Among other things, the report

correctness of fees charged ang collected in

the prescri}_)ed schedule, the delay, if any, in remitting the fees into
the treasuries and the delay, if any, in receiving and diﬂpﬂﬂjllg of

putchase money and othey Honeys received by the Registrar of the
district,.

Staff for execution . 3
of decrees and con. SPeCial staff of J unior lnapﬂﬂtﬂrs of Cn-gpera,tive

trol of their work. Sﬂﬂiﬁtiﬂ% with two peons for each and have

ordered that the fees realizeq 1, i
for execution work should cover the pay and traye Yy the Registrar

this staff and other items of éxpenditure unde
stationery, printing charges, leave an .
condition that their cogt should he covereq by t
collected does not, however, apply to the minj
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Tt .
unior Inspector and two peons appointed for executiou work in

i&ﬂ}'l tii.istriész w;lm*e the scheme of posting Inspectors, on a territorial
815’18 Nov In torce. The Junior Inspectors wh ’ '
this work should be butharts st pectors who are entrusted with

K 8 y the Registrar of the distri
do the duties of sale officers under ' Mg v
the Co-operative Societ
Thg peons &Ftﬂ-(ﬂh&?l to each sale officer aﬁﬂlijst him in?gleit;?swﬁ?ﬂ;
notices mentioned in rule XXTI and in rendering such other aid
as may be necessary in the discharge of his duties. The sale officer

and their peons are public servants within th . b
of the Indian Penal Code. 6 meaning of section 21

The sale officers work under the general control and supervision
of Deputy Registrars, These officers should regulate their tours in
order to ensure the maximum outturn of work with the miniﬁ:;um
cost. Tho following instructions are viven for the guidance of

officers in this connexion.

Rapid marches, frequent returns to headquarters and simul-
taneous and hurried attention to work in all parts of a district should
be prevented; for this purpose, the sale officers should arrange
their programme (and that of their peons) in consultation with
the Deputy Registrar with due regard to the work on hand, the
number of societies to be visited, number of notices, etc., to be
served in them and the area in which such work has to be done.
One compact area after another may be selected and a peon or
a sale officer may be deputed to that area with about a fortnight’s
work.

&

The sale officers should for all practical purposes be considered
members of the staff of the Deputy Registrar’s office and should
attend office while at headquarters. Instructions, if any, may
be given to them by means of a note; they should have access to
all execution files in the office. Correspondence with the sale
officers should be minimised or avoided. In districts in which
the system of posting inspectors on a territorial basis is in force,
the Territorial Inspectors are authorized to do the duties of sale
officers under the Act. They are required to send to the Deputy
Registrar’s office every month their cash book extracts and other
statements in the prescribed forms showing particulars of treasury
remittances, processes issued, services rendered, etec., to enable
the office to post the necessary registers. The returns are to be
verified by the local auditors before they are sent to the Deputy

Registrar.

73. Files relating to execution applications under section 57-A

; of the Madras Co-operative Societies Act may

Destruction  of 1.0 Jegtroyed on the expiry of six years after
records. : : P

the complete satisfaction of the decree, award,

otc., has been recorded in the file or on the expiry of 156 years from

the date of the decree, etc., sought to be executed, whichever is

earlier,
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APPENDIX.,

SUHEDULE OF FEES CHARGEABLE TFOR THE PROCESSES OF EXECOUTION
UNDER SECTION 57-A orF THE AoT.

Part I.
Application fee— il 00
(@) When the amount of execution petition is Rs. 50 or less—

Re. 0-8-0. ey
(0) When the amount ofexecution petition is above Rs. 200—Re. 1 .

Nore.—(i) All execution petitions, whatever be the prayer in t,h::_-am (including
prayer for rateable distribution of the sale proceeds of other execution petitions)
should be assessed (for the application fee) on the basis of the amounts for which
they are filed and not on any other basis. '

(i1) A fresh application fee should not be charged in respect of an exepution
which was returned for rectification of defects is presented again by the date fixed
for the purpose. But when an execution petition is represented after the date
fixed for it, a fresh application fee should he collected.

(111) Each decree should be treated as a separate case. If an application for
execution covers more than one decree, it should be treated as so many execution
petitions as the number of decrees mentioned in it and the requisite fees collected
for each.

(iv) When a decree-holder requires the issue of any process other than that
first prayer for at the time of application, it shall be construed as a fresh application
and application fees levied.

| Part IT.

Action against movables—
(1) Notice No. 3—
(@) If served on the date of distraint—No fees.
(b) If served beforehand—Re. (-8-0.
(2) Demand Notice No, 2—
(@) For the issue of the notice by the Registrar of the district
against a single defaulter—Re. 0-12-0.
() For the simultaneous issue of the notjice by the Registrar
of the district against every additional defaulter—Re. 0-8-0.

Nore—If the ‘notice against the second or subsequent defaulter js 1ssued o
another date, full fee should be charged, 5

(c) For the service of demand notice No. 2 on each party (irres-
pective of whether he is the first or the subsequent defaulter)—Re. 0-4-0.

NoTe.—If the decree amount is paid or the execution petition is struck off for
any other reason after the issue of demand notice No. 2, but before the serviae
thereof, service fee of 4 annas should not be collected, If g defaulter changes his
residence subsequent to the issue of notice No. 2 but before the sale officer goes
to the place of distraint, it is the duty of the decree-holder to report the change in
good time to facilitate the notices being corrected suitably by the Registrar of the
district. If this is done, fresh notices need not be 1ssued nor fees be collected for
the correction made. But where the decree-holder reports the change to the sale
officer only after the latter has gone to the spot, fresh No. 2 notice should be igsued
and fee charged again for the issue, This is in addition to the attachment (adjourn-
ment) fees of Re. 1.

Nore.—(i) SBince 1—7—45 the rates in the schedule
enhaneed by 25 per cent. ;
(i) The following is the description of the forms referred in the schednle —
(3) Form No. 2. Demand notice (movables). N
(b) gnrm No. 3. greﬁminary notice to decree-holder
(c) Form No. 4. Statement showing the list of movables attachad by th
sale officer. B i
(@) Form No. 5. Notice of sale of distrained movable propertv.
{e} Forma No. 6. Demand moizce prior to sale of rmmovahle yparty.
(f) Form No. 7. Notice of uttacm i P’-"ﬂ
{(g) Form No. 8. Notice of sale of immovabls Property. ;
(k) Form No. 8. Notice of sle to deeree-holder snd defaulter.

have been temporarily
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3) Al t:‘lﬂh =
—Re. { ) ment.—Fee for attachment of movables of each defaulter

—Lf c '
hﬂﬂ]f:l;)ﬂ; dBIfB:hadsala officer goes prepared for the attachment but the attachment
red to a (uture date at the instance of the decres-hold r
ment-debtor an attachment (ad) ahoaldT e

{ djcurnment) fee of Re. 1 sh
ch;.rfqd provided however that if the sale officer had gm;ﬁ tr; tﬁ:lgilllf;ﬁa;ﬁi’?ﬁaﬁﬂ
ment 1n more cases than one and himself found it diffieult to carry on abtanhrﬁeﬁt.

in respect of any case an.l was forced to have i ‘

] : & 1t adjourned for '
ﬂd]ugr'rflﬂmﬁnt fees need be charged in such a cas-. JIu each suehiigzut?igntl?;t;i
a EEUE’I,]G n?t,§ should be recorded by the sale officer stating reasons, Attuﬂhmﬁﬂt
(adjournment) fee has to be charged for each attachment that is adjourned at the

instance of any or all of the parties to the execution proceedings, The fes has to

be charged for as many attachments as were
fixed according to notice No. 3, proposed to be taken up on the date

In an execution petition in which noti
has been served on the decree-holder signifying the proposal to &Ltlaeh t?}?al;gn;qegiﬂﬁ

of three defaulters on a particular date, the decres-hold : journin

' ; -holder applied for ad
of the di-traint on the date fixed after the sale officer has gﬁge to th&ﬂ jﬁl&ga E’I:I;;
attachment (adjournment) fee to be charged is Rs. 3 and not Re. 1. Ifin the E:H.IELE!

case the distraint is effeoted in respect of one defaulter and adjo :
_ 1 urne
of two others, still the fee due is Rs, 3 as shown below :— J d in respect

Attachment fee—Re. 1.
Attachment (adjournment fee)—Rs, 2,

If the name of only one defaulter is mentioned in No. 3 notice, only gingle
fes should be charged. Despite the issue of No. 3 notice mentioning only the name
of one defaulter, it i3 op2n to the decree-holder to request the sale officer to take
action against the other defaulters if he thinks such a course is necessary. In such
cases attachment or visit fee for all the defaulters should be charged.

(4) Sale notice (Notice No. 5)—
(@) For the first defaulter—Re. 0-8-0.

(b) For every additional defaulter on whom notice is served
on the same date—Re. 0—4-0.

Norg.—This notice should beissued on the date of distraint only on the defaulter
or defaulters. The other parties who have to be made aware of the date of sale, viz.,
the sureties for the custody of the distrained articl s and the decrea-holder should
be bound over on the spot and no fee should be charged for this. If any such
party insists on having a copy of the inventory and sale noticein form 4 and 5, the

same may be given to him free of cost.

(c) Sale adjournment notices.—When sales have to be adjourned
at the instance of the defaulter or the decree-holder or the surety for
the custody of the distrained articles, and notices have to be issued
fixing a fresh date for sale—
| Notice fees for the first party (defaulter)—Re. 0-8-0.

Notice fee for every additional party irrespective of whether
he is the decree-holder or the surety for the custady of distrained arti-
cles—Re. 0-4-0.

. __(i) The notices may be sent by post and certificate of posting taken,
H?ﬁ?ﬁ’ﬁare however the decree-holder is himself the suraty for the custody

e . o t i him
e a not nacessary to servo two llDtIBfﬂE on . ‘ .
oL g ﬂ;f:ﬁl EE;;;;_.E, parsios are b{rund over for the adjourned sale date while granting

the adjournment —No feo.
(5) Sales.—(a) Tom-tom charges for publicity prior to sale per
day for each sale—Re. 0-4-0. .
(b) Sale fee for the sale of the properties of each defaulter—

Re. 1.
_ d for the sale but the sale hag to
(i) Where the galo officer goes proparott 1ot = ! 8t
be ﬂ?ﬁﬁrnag)ﬂ?ﬂ?;inatuma of any one of the partios, the sale (adjournment) fée

of Ro. 1 should nevertheless be charged.
voL. I—7
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(11) If on such date, all the parties are bound over to the sale date no separate
notice fee should be charged. If however fresh notice is issued and served after-
wards, fees should be charged as in 4 (¢) above,

(¢) Release fee for each party—Re. 1.

Nore.—If the articles have to be released by the sale officer on the date fixed

for sale, after he has gone to the place. both the sale fee of Re. 1 and the release
fee of Re. 1 should be charged.

Part ILT.

Action against vmmovables.—(1) Demand notice No. 6—
(@) For the issue of the notice by the Registrar of the district
against a single defaulter—Re, 0-12—(.

(6) For the simultaneous issue of notice to each additional
defaulter—Re. 0-8-0,

NoTe.—If the properties to be procesded against do not belong to the same
defaulter full fees should be charged for each defaulter. In cases in which the decrees-
holder society asks for urgent attachment of immovable propertizs dispensing with
the prior issue and service of notice No. 6, emergent rates should be charged for all

processes up to the stage of attachment, unless the Registrar of the district directs
otherwise, '

(c) Fee for the service of the No. 6 notice on each defaulter—
Re. 0—4-0.

Norp.—If the decree amount is paid up or the execution p-tition is struck off
for any other reason after the 1ssue of notice No. 6 before the service thereof,
service fee of 4 annas should not be chargel. If after either the sale officer or his
peon had gone to the village for service of notice Nos. 6 and 7, the decree-holder
reports full satisfaction there is 1o need to serve the notice No. 6 or to effect attach-
ment of immovable broperties. But the service fes of As. 4 or the attachment fee
Re. | as th: case may be, will have to be charged to cover the expenses of the journey
made by the sale officer or peons. The fees will not bo chargeable, only if the

decree-holder sends the full satisfaction report in good time to avert the journeys
to be undertaken by them,

(2) Notice No. 7—

(@) For the issue of the notice by the sale officer against a single
defaulter—Re. 0-8-0.

(b) For the simultaneous issue of the notice against every addj-
tional defaulter—Re. (0—4—(.

(¢) For the attachment of the immovable properties of each
defaultor—Re, 1.

(@) For the publication of the attachment by beat of tom-tom
for each day—Ro. (-4-0. |

NoTe.—{i) If the decres amount is paid up or the execyti

off for any other reason after the issue of notice Ng. 7, but before
thereof the attachmont fee of Re, 1 should not bhe chargad,

(1)) Notices No. 6 and No. 7 should not pe sent by post,
(iil) The issue of notice No. 7 is not necessary in ths case of mortgage awards,

(3) Notice No, 8—Re, 1.

Eit-uﬂ.-t-B{!. or the numb notices issued, only one fee-namely Re, 1 gho ild be charzed
for the 183u6 of No. 8 nytice, Tom-tom fae shoulq however be collected in respect
of each village where tom-tom was madse, |

(4) Notice No. 9

, (6) For each additional party whother he ig an additional
defaulter or a Person with interest in the



EXECUTION 99

(6) Sales—

(@) Sale fee for each defaulter whose properties are sold—Re. 1

NGTE.—-(i} When aales have to be : 3
Tia lBcran holllar: On B¢ GERae 1 R adjourned at the instance of the defaulter, .

ted party and th : |
for the ad ourned sale date, fees fo Al s 6 parties are not hound over
charged afresh. r the reissue of notices Nos. 8 and 9 should be

(ii) Where the sale officer has to ad
the parties after going to the place of gale
nevertheless be charged. :

journ the 35‘1,]{3 at the instance of any one
the sale (adjournment) fee of Re. 1 should

(ii1) Tom-tom charges for publicity for ¢ .
of sale should be charged at thﬂlilﬂua,l I‘gta of I"E da?ﬂp};::lgl; Fto and on the date

5 1(6) Release fee—For each party whose properties are released—

Nore.—(i) If the release is ordered by the sale officer after going to to the place.

of sale at the instance of any one of the parties, botl
feo of Re. 1 should be charged. parties, 1 sale fee of Re, 1 and the release

(i1) When the atbtachment of a property israised as a result i i
‘ R - of allow :
tions objecting to such attachment, an order of release should be ambndic:::}gi:f iﬂa
order passed by the sale officer on the objection petition presented under rule X XTI
(17). No separate release order shall be issued nor separate release fee charged.

Part 1IV.

Common action against movable and immovables—
(1) Objection fees—For every objection petition—Re. 1.

(2) Emergent fee—For each process of emergent execution pro-.
ceedings foes have to be collected at one and a half time the usual rate.

This does not apply to— gV PE
(i) Poundage.
(ii) Application fees. s
(iii) Tom-tom charges. Y | 19 CEPIOLE
(iv) Objection fees. Py '
N oTe.—Emergent rates should be charged for all the processes issu~d in an
execution petition marked as emergent by the {Elecrﬂa-hald§r saciety and _crdered
to boe treated as such by the Registrar of the district, except in respect of ‘the'pro-
cesses exempted from the levy as stated above. Where a society requires emergent —
action for a part of the proceedings only, the stage up t0 w_hmh such action is prayed
for should be distinctly stat d in the execution petition itself by the decree-holder

3 1 : istrict. he absence of a gpecific
seciety and accepted by the Registrar of the district. In t
131'-'.111,:«3?'r for eme:rgint ﬂa{inﬂ by the decree-holder, and 1n the absence of the orders

of the Registrar of the district directing emergent action, the sale officer should
charge ordinary fees only.

; ) to Rs. 350 and

3) Poundage.—At one anna for each rupee up :
6 PiEE(fﬁ)}I‘ every rupee above Rs. 350 up to Rs. 1,000 and 3 pies for every |
rupee above Rs. 1,000 oaloulated with reference to the sale price of each

lot.
: ] ing frac-
s ses of caleulating poundage gale proceeds Involving
= Nﬂ*l;ﬂ. (i) Ff;;g:i?%ﬁ upprnxilﬂﬂrtﬁd to the nearest rupee omitting sums nf_
ons of & rupeo hove annas-§ as a rupee, provided however that

legs and treating sum &
;nﬁ'l&: Baﬂ?éu]:lwnizﬁ*-ds of a pﬂr%i{:ulﬂr lot be less than &nnas 8 poundage due for one

rupee should be charged for that lot. |
(ii) The amount of poundago thus arrive
anng and pies el iminated.
(iii) Poundage should be ca
amount.

d at should be rounded to the nearest

leulated on the sale price and not on the decretal

vOoL, IT—7A
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Part V.

Fees for attachment before Judgment under Rule XXTIT—
(1) Application fee—As. 8 or Re. 1 according as the amoynt of
the application is Rs. 50 and below or above Rs. 50.
(2) Preliminary notice (emergent rates)— 1
(@) For the issue of the notice by the Registrar of the distriet
against a single defaulter—Rs, 1-2-( _
(6) For the simultaneous issue of the notice to each additiona]
defaulter—Re. 0-12-0.
| (¢) Fee for the service of the notice on each defaulter—Re. 0-6-(
(3) Attachment order (emergent rates)—
(@) For the issue of the order against a single defaulter_
Re. 0-12-0.
(b) For the simultaneous 1ssue of the order against every addi.
tional defaulter—Re, 0-6-0,
(¢) For the attachment of the separate properties of each
defaulter—Rs. 1-8-(. |
(d) Tom-tom charges (where properties attached are 1IMmovy-
ables)—Re. 0-4- per diem or Re, 0-8—() per diem in the city of Mad;r_aa'.

Nore,—If the properties are proclaimed for sale and sold after the passing of
the award, the fee for such further processes shall be the same ag in the case of saleg

held in pursuance of regular execution petitions under rule XXIT (i) of the rules
under the Act, .

~ Part VI

 Fees for salary attachment,—(1) Application fee Ag, § o Re. 1 (accord-
Ing as the amount of the eXécution petitionis Rs, 50 and below or above

(2) Demand notice prior to attachment— Re. 0-8-0,

(3) Attachment fee—Re. 1.

(4) Release fee in cages Where attachment ig raised before the full
satisfaction of the decree gt the instance of ap y one of the parties—Re. ] .

Applica.bﬂit};f of this schedule tq éxecution petitions unde the Madras
Co-operative Land Mﬂrtgagﬂ Banks Act X GF 1934.8 r the Madrag

ment, service of notices, gale a,djn.ummeut, release, ete,, ghall apply to

the processes issued ip applications under the Madras Land Mortgage

Ban]_m Act X of 1934 subject ‘te the tollowing directiong 1N respect of
Specific processes:—

(2) For the issue of notice No. VII undep rule 4 () of the rules
under the Land Mﬂr!ﬁg&ge Banks Act, the fipst defaulter shall he treated
a8 the first party while the other def ulters, if any, and the other parties
BPBClﬁE-fl n clause (b) of sub-gsection ( 2) of section 13, should all be treated
a8 additional partjeg. The fees to be charged are—

(@) For the first Party—Re. 0-12-0.
() For each additiona] party—Re. 0-8-().

(¢) For service on each party a service feo of—Re. 0-4-0.
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(3) The proclamation of s :
as shown below :— of salo under rule 4 (d) will be charged for
(@) For the issue of the proclamation—Re, 1

(b) For the issue of copi 4 .
he is the defaulter or ﬂf}hﬂrs——%ﬁ? Sffigﬂ oach party interested whether

(4) (a) For the issue of th N .
propérty under rulo 7—Ro, 1. e proclamation of purchase of immovable

b) For blicati i ‘
hnad f{fﬂ))—{}—qﬁg_ leation in each village by beat of drum for one day
(5) No fees shall be charged for the supply to the applicant banks

of copies of any notice or proeclamation i
Land Mortgage Banks f’ic‘f n issued under the rules under the

Part VIII.

General.—(i) Where sales are adjourned for administrative reaso
: « ; s0ns
no fﬂﬂ(ﬂii?h%ﬁgllai Egﬂ.rgled for the fresh processes necessitated thereby.
| sale posted to & particular date could not be taken
up on that date on account of the receipt of an objection petition no
fee should be charged for the issue of fresh notices.

(1) Where however the objection petition is presented to the sale
officer only on the date of sale and that too after he has gone to the place
of sale, a sum of Rs. 2 should be collected from the objection petitioner
at Re. 1 for the sale fee: and Re. 1 for the objection fee. If on the date
of visit to a place by the sale officer for enforcing a process, more than
one person presents claim on objection petitions in respect of one and
the same execution petition each such petition should be charged with
a fee of Rs. 2.

(iv) The fee for the publication by beat of tom-tom for each day
in the City of Madras shall not exceed annas eight.

(v) Poundage due in respect ofevery sale (even of the same pro-
perties) should not be omitted to be collected.

(vi) To facilitate the checking of the adequacy, excess, Or deficit,
in the fees charged at the time of closing the execution patition the sale
officer should make a detailed note in the file regarding each process
explaining the fee charged in respect of such process.

(vii) A guardian representing a minor or minors should be treated
as a single party for the purpose of charging fees. In cases 1N which
the same person I8 impleaded both asan :iud1v1d}ml party and also as
guardian to other defendants who are minors, & single fee is enough.

(viii) Fees for all items of notices should be de.treyminﬂd with
reference to the number of persons to whom the notice 18 issued, while
attachment fees are to be charged with reference to the 1tems of property
attached. Thus in a case of joint family property attached on the same
date and at the same place, & single attachment fee should be charged,
while the notice fee will be in proportion toO the number of persons to

whom the notices are issued. :
(ix) When prohibitory orders are igsued for attachment of the

8 ' roperties comin under sub-rules (6-A), (6) and (6-A)
ﬂ?’vreé‘ﬁal 11%1}%%?, ?ufapurﬁpﬂf Re. 1 Ehuu%d be charged for the 1s3ue of the order
and annas 4 for service of such order on ench party irrespective of whether
such party is the person holding the asset, Or the defaulter hnp.ﬂﬂlf. Fee
for service of such order need not be ehargﬂd when the f:rrder is sent by
post. Emergent rates should be charged if the prayer is for the urgent

issue of the such orders,




102 THE MADRAS CO-OPERATIVE MANUAL

(x) Inthe oase of notices issued to legal representatives of deceaged
defaulters, under rule XXT1 (1-A), a fee of annas 8 for the firgt party
and annas 4 for each additional party which is the usual notice fee
under the schedule should he charged. No service fee need be charged
as the notices are sent to legal representatives by post.

(xi) In Execution petitiong praying for rateables, no special fee
need be charged for the order actually ordering the distribution of sale
proceeds.

(x11) Objection or claim petitions whether preferred under rule
XXII (10) (i) or under rule XXII (17) (a) should be charged at the
scheduled rates. But petitions under rule XXII (9) (1) should not be
*“ objection petitions.’’

(xi1i) Before issue or service of any notice or other process, every
officer concerned should satisfy himself that the fee due on it hag already
treated as been realized.




CHAPTER TV.

SUPERSESSION.

1. In the course of rectification and consolidation of societies

it 18 generally found that there is a fairly large

Need for super- - LURef
gossion of com- number of societies the financial condition of

I tteas of Eooiabies. which is sound but which do not have proper

' panchayats to manage their affairs. Either the
panpha.yata in power fail to discharge their duties satisfactorily in
the interests of all concerned or other persons available are reluctant
to come forward and carry on the business of the societies. Again
there may bea deadlock in the management of a society ; or an ill-
guided general body may refuse to conduct its affairs in the interests
of the society. In such a case, the cancellation of registration is too
drastic a remedy because In course of time the society can be recti-
od or reformed and worked again to the benefit of the people. The
management of such a society can with advantage be entrusted
to a single competent person (either a member or a non-member)
with all the powers of the panchayat, so that after a time, when
the affairs are brought to a normal condition by the individual
appointed to run it, proper persons in the locality may come

forward and take up 1ts management.

Provision in the 2. The appointment of a manager is permissible
by-laws of societies . qeyr the following by-law (usually adopted

for the appoint- _ Tl
ment of managers, DY rural credit societies) i—

¢« Tt shall be open to the general body to place the management

of the society in the hands of a single person who may be either

o member or non-member. The appointment shall, however, be

subject to the approval of the Central Bank in case the society is
t is not indebted to the

indebted to it and of the Registrar in case 1
Central Bank. The person SO appointed shall have all the powers

of the panchayat under the by-laws. In the matter of collecting
loans, filing of arbitration references and applications for execution

of awards, he shall act on his own rﬂspﬂnﬁbﬂity li {Lccgrdm;im m?ﬁ
4 ~ But he shall urchase lands or sell lands o y wi
e : 153 Central Bank. He shall, however,

the previous approval of t | '
ﬂbt&?ﬂ the previous approval of the general body mn the following

matters i—
(1) admission of members ;

(2) allotment of shares to members ;
(3) refund of share capital to memb

ment or in cash; .
(4) borrowing money ; an

(5) grant of loans

The gener&l body may,
Bank or Registrar as the cas

ers either by adjust-

subject to the approval of the Central
e may be, pay to the manager such
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fémuneration as it deems fit for his services. The manager shall
~onvens a meeting of the general body before the expiry of the
period for which he is appointed and get a panchayat elected in
accordance with the by-laws. Tf for any reason a panchayat
cannot be elected before the expiry of the period of his appointment,
he shall continue to be in charge of the management of the society
till a panchayat is elected under the by-laws.”

3. A new section (section 43) was embodied in the Madras
Statutory  pro. Cﬂ—opﬂraf@ive Societies Act VI of 1932. Accord-
vision for  super- ing to this section, the power of superseding the
oo it of a society and appointing an agent
E];;Egi ”if“'é?ﬁ;‘ﬁﬁ to manage its affairs is vested in the Registrar.
Act). This power ,is now exercised by the State
Registrar and the Joint Registrars only Deputy Registrars are

not permitted to exercise the powers of the Registrar under section
43 of the Act. |

4. The provision made in the Act for the supersession of the
Parallel  provi. COMmittee of a society does not take away the
sions of scction 43 power of the general body of the society to
of the Act and appoint under its hy-laws ‘an agent to manage
ol its affairs. This is only a parallel provision,
The difference between the two arrangements ig that in one cage
the Registrar appoints the agent and controls his actions, while
in the other case the general body of the society takes the responsi-
bility for the appointment of an agent and for all his actiong. The
supersession of the committee of g society under section 43 of the
Act is generally resorted to when the society is unwilling to make
Such an arrangement o when the Mmanagement of its affairs by

& PErson appointed by the Registrar is considered desirable in
the interests of the society.

section 43 of the Act. to consult the financing

Procedure to be bank if the society is indebted +o it regarding
followed before th il z :

Supersession. C supersession of the committee of the society

and the arrangement to he made for 1ts manage-

consultation may be dispensed with. Tf the society the committee
of which is Proposed to he superseded ig g financing hanlk the

Registrar shall have to consult the Madras Provineig] Co-ope-

rative Bank hefore taking such action. In any case, the con-

¢ Madrag Provincial
, 18 not hecessary, Tn all
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years at a time ; the period may be exte
necessary, subject to the condition thatni?sﬂgh
years in the aggregate,

by the Registrar, if
all not exceed four

6. The Registrar takes the responsibility for the management

Appuintr?‘eﬁnt = gﬂfﬂfzii{;ﬂiig}’ .I;;ff Lt}ilﬂ EADm]IEH.lttEIE 18 Eupﬂrﬂeded under
agents—their  ro- : 6 Act; he, therefore, generally
muneration, appoints as agents, departmental subordinates

; over whom he has control. Tt is open to the
Registrar to appomt a single person or a number of persons to
manage the affairs of a society. Special committees are at times
ﬂ.pp_mnted by the Registrar to assist the superseding- officers in
their day-to-day work, particularly in societies with fairly large
transactions. The members of such committees are appointed
by the Registrar from among local gentlemen of character and
integrity. These committees, however, function only as advisory
bodies ; the superseding officers are responsible for the proper
administration of the societies’ affairs. When one society cannot
give adequate work for a full-time agent or cannot afford to main-
tain him, a number of small societies in a compact area may be put
together in eharge of a single person; or a part-time agent may be

appointed if conditions permit.

Under the provisions of section 43 of the Act, the Registrar
may fix the remuneration payable to the person or persons so
appointed, and the amount of such remuneration and the other
costs, if any, incurred in the management of sociefies are payable
from the funds of the societies concerned. Where a group of
societies is placed in charge of one person, these societies are asked
to contribute towards the remuneration of the agent in the propor-
tion fixed by the Registrar with due regard to the work involved
in each of the societies concerned.

7. Subject to the control of the Registrar and to such general

or special instructions as he may issue from

Powers and time to time, the person appointed to manage
duties of agents. 4} . fhairs of a society under section 43 of the

of the functions of the committee or an
ake all such action as may be required

' ' ' ' in duties in most cases are
in the interests of the society. H}s main .

to collect assets and pay off liabilities. He may, !m:wever, Carry
on the bhusiness of a society in all its -':’LS}JF‘:ET}S WhE'I'Ef it is superseded
for reasons other than 1ts unsound financial condition.

Act can exercise all or any
officer of the society and can t

The person or persons appointed should, at the end of the
period of his or their appointment, arrango for the Eﬂﬂﬂtlf?utlon
of a new committee 1n accordance with the by-laws of the society.

the Registrar under section 43,

h ociety is superseded by :
BUBI?;DET::BI'&E; :nd dﬁties of the general body as nlgalll} wi}ti?e thgep?;::;i
and duties of the person or persons appointed DY : g
are pra-ta.ntg ﬁuperﬂﬂded; the ganﬂral hDd}’ cannot exercise any
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control in competition with the Registrar. The general body
can, however, continue to exercise such powers and duties as arg
not inconsistent with the control of the Registrar. For example,
the power to make a change in the by-laws is vested in the general
body. This power is not passed on to the Registrar by reason

of the supersession of the committee.

The Registrar is not liable for any losses that a society may
suffer during the management of the society by the Registrar’s
nominees appointed under section 43. The wording in the section
““to manage ~ means that the actual working of the society is done
by the person or persons appointed by the Registrar. The powers
given to the Registrar in sub-section (2) are only supervisory and
hence the Registrar is not liable for acts of the person or persons
appointed by him. The person or persons, though appointed by
him, represent the share-holders. The profits that may be made
as a result of the management by the person or persons enure only
for the benefit of the share-holders and they should likewise bear
all the loss.



CHAPTER V.,

LiQuipaTion.

L. Liquidation of co-operative societios is a function of the

Senoalat Registrar 'under sections 44 and 45 of the Madras
registration, Co-operative Societies Act. These sections provide
‘ that under certain conditions the Registrar may
if he sees fit, cancel the registration of any co-operative society. :

Bef(}re‘ the rﬂgis_ﬂfmtimn of a society can be cancelled, one of
the following conditions must have been complied with :—

(1) an enquiry under section 38 of the Act into the affairs
of the society should have been held by the Registrar or by an
officer authorized by him for that purpose; or

(i1) the books of the society should have been inspected by
the Registrar or by an officer authorized by him for that purpose
under section 39 or 40 ; or

(iii) an application for cancellation should have been made
by three-fourths of the members of the society ; or

(iv) the number of members of a society should have fallen

below the statutory minimum.

2. Liquidation should be resorted to with care and circums-
pection and after exhausting all other less

Attempts  t0 - q3..54ic  methods of reformation and revival.

revive bad or mori- S g . Lo\l
bund societies— Hasty cancellation of the registration of societies

liquidation should on an unduly large scale may bring the move-
be the last resort. . .+ into contempt. When it comes to notice

that a society 1s not working satisfactorily, all attempts should be
made by the supervising authority and the central bank to set it
right. It is the duty of these agencies to see that good societies
are not allowed to deteriorate, that dormant societies are revived

1etl - ' d reformed.
and pulled up and that bad societies are rectified an
The Eanks GI‘P unions Or depﬂ,rtment&l officers should first attempt

to reconstitute the panchayats of bad or indifferent societies and

instruct the members and rouse in them an interest which will

ife i ' ' tent, indifferent

‘vorous life in the society. An incompetent,
Ei'lm:;?s:}:jgevnua directorate should, if pﬂs§1blﬂ, be replaced by one
which can be depended on to set matters right. If no dependable
directorate can be put in office or if the affairs of a society cannot

be entrusted to an agent appointed by it under its by-laws or to

an officer appointed by the Registrar superseding the committee

in the manner indicated in Chapter IV, liquidation may be

considered. .
ey : n fraud, malversation of funds or other
Similarly, if there has b?:f o loans or the concentration of

abuses such 08 the gr&;l; directorate and their relatives, the possi-

' ft (
fjl;lll}t?iismnf: h;fﬂ:elistign should be oxamined. If the general body
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and the directors cannot be induced to set matters right at once
or if other remedies such as management by an agent or super-
session of the committee fail, liquidation is the only course.

In every case, attempts should be made to compel the society
to collect its dues and remit collections to the central bank. The
state of overdue loans should be examined at once by the supervising
authority and all overdue loans which are not immediately repaid
should be taken to arbitration and prompt and vigorous steps
should be taken to execute the decrees obtained. Once a society
has got into a bad way, promises of repayment and improvement,
particularly if made by the panchayatdars who have allowed the
soclety to get into such a condition, should be given no weight,

In all cases where the financial condition of a society is bad
either on account of ill-secured loans or on account of time-barred
debts, proper attempts should be made to strengthen the financial
position by taking additional securities from the horrowers. When
there are no outside liabilities, or when the members are indifferent
and do not evince any interest, attempts should be made to admit
new members and get fresh loans from the central bank. If proper
men are not available among the existing members to manage a,
society, its headquarters should be got shifted to some neighbouring
village where suitable men may be found. Liquidation should be
recommended only when all these attempts at revival fail,

3. In . view of the need for great caution in weeding out bad

Need for a defi- SOCIeties, a definite programme of liquidation
nite [programme of with a list of societies which are very bad
legl;;uﬁi;ﬂﬁn ;‘iﬂ and which deserve to be wound up, should be
financing banksand drawn up at a meeting of the representatives
supervising autho- of the central bank, supervising unions and
HPIOFS the Deputy Registrar of the district with due
regard to the working of societies as disclosed in the latest final
audit, interim audit and other inspection notes. The list
should be very carefully drawn Up 80 as to give weight to the
views expressed. It is necessary that directors or the executive
officers of the central banks concerned and the Deputy Regist-
rars visit each union area and satisfy themselves that al possible
endeavours have been made to revive or reconstitute societies
before their liquidation is recommended or taken up,

It i8 not obligatory on the part of the officers to propose the can-
cellation of registration of all societies included in the list ag circum-
stances may change. Enquiries may be held into the affairs of
these societies in the order of urgency or necessity and only if they
are found thoroughly bad or insolvent or beyond revival and rectifi-
cation, they should be recommended for liquidation. This does not
fetter the discretion of Deputy Registrars in recommending the dis-

solution of the societies which are not included in the ljst if their
affairs warrant such a course. | |
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- When cancella- 4, :
E}TGIL lgf rﬁgmtmﬁm na,rﬂ‘y buenﬁella,tmn of registration should ordi-
. recomes reco : :
il e U mmended urgently in the following

(1) when the entire sum borrowed from the financing bank or

a maior porti '

Whe,u] t;h'gm ;;?él;ff it lhla-s been lent to persons in a few families and

i i IS are not recoverable except through coercion
18 a reasonable apprehension as regards the solvenc

of the borrowers : | B

(2_) when it is found that w
have withdrawn with a view to es

of the bad working of the societ

ell-to-do non-borrowing members
cape unlimited liability on account
y or for other reasons:

(3) when the chief office-hearer or office-bearers of the society
has or have misappropriated considerable sums of the society’s

moneys and is or are about to alienate his or their property so as
to cause loss to the society ; and '

(rL.) when any gielay in the matter of revival or liquidation will
resr:llt‘ in deterioration of stocks and increase the loss in stores
societies which have become dormant and ceased to do business.

But liquidation must never be recommended as a matter of
course. It should be recommended only if all attempts at rectification
and revival fail. Before recommending cancellation of registration,
the Deputy Registrars should satisty themselves that all possible
attempts at revival have been made. -

(5) Sections 44 and 45 of the Madras Co-operative Societies Act
deal with the conditions to be satisfied
Enquiry (under hefore cancelling the registration of a society. An
f:f)mn %.ﬁli:ff—m;i}; enquiry under section 38 of the Act 1s mva,rljlrbly
to naucillﬁtigu of conducted preliminary to cancellation. Lvep
registration  and  fop cancellation under section «%5, the enquiry is
ﬂ?;]?:? i iEB fﬁig done by way of arbm.lde}Pt caution. In conduct-
fapdrt of enquiry.  ing this enquiry, the o icer c:r:rncarned. should see
that notice intimating the time at which and the
place where the enquiry will be conducted is given to those Lm:‘ere?ted
in the working of the society to BH%EI? th]em :lzslif{)gleje’?lf a:[t il‘;;le;gi
t+tere touching its affairs. 1t 18 aiSO l - 1
Egt]ilcl.s tileihat effefi should be issued In f‘adv&;}eg %}f tiﬁha 0 IS:;
authorized to hold the enquiry ; he should himself decide the man

: . : nt cases, notice much In
ication of the notice. In urgen , u
Egviillﬁ?eéa not be given, but efforts may be made to give Jug

uiry has been ordered
inti i 11 concerned. Once an enquiry a3
;Ezgﬁizlz]flfaﬁs Ef a society, it should be comp gl

as possible and should not be allowed to drag on.

ncellation of registration of societies

1d reports of enquiry. The reports
: Peml enquiries into the affairs
Ily to one or more particular

Recommendation for the oa

should not be based generally on.0
on such enquiries should, if they are gen

of societies and are not directed specilica
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points on which information is required contain the following infor-
mation :—

(1) The correct number and name of the society according to its
by-laws. (The name should be verified with the certificate of
1egistration.) ;

(11) the dates of registration and of starting ;

(1) the classification of the society ;

(iv) name of the village and taluk in which the society is
situated ; ,

(v) the postal address of the office-bearer to whom the order
of cancellation is to be sent ;

(vi) the number of members on rolls at the time of enquiry :

(vii) a brief account of the condition of the society and of the
attempts made by the union, central bank or departmental officers
to Improve its working with reasons for the failure ;

(viii) the dates of successive visits paid by inspectors,
Co-operative Sub-Registrars or Deputy Registrars ;

(ix) whether the central bank and the local supervising
union, if the co-operative society is affiliated to any, and the
co-operative central stores in the case of primary stores have been
consulted in regard to its liquidation and what their opinion is;

(x) a statement of assets and liabilities (balance sheet) as on
the date of the report indicating whether any items will prove bad ;

(x1) a statement showing details of the amounts due and
overdue to the financing bank and other creditors ;

(xii) a statement showing in detail the amounts due and over-
due by members ;

(x111) whether any of the debts shown in the statement referred
to In item (xii) are likely to prove irrecoverable, and if so, full parti-
culars regarding each ;

(xiv) whether the assets after realization will be sufficient to
meet all liabilities or whether it will be necessary to levy contribu-
tion from non-borrowing members or from borrowers over and above
their debts ; and

(xv) whether there is any likelihood of the defaulters or other
members alienating their property during the interval between the

cancellation of the registration of the society and its coming into
force actually.

The report must not be delayed if there is difficulty in obtaining
information on some of these points. The facts should be referred to
and if necessary, a supplemental report submitted at a later date.
When sending up proposals for the cancellation of registration of
a society, the report of enquiry or inspection should be sent in
original.

When an enquiry under section 38 of the Act is made, the results
of the enquiry must, under sub-section (3) of the said section, be
communicated to the financing bank, if any, to which the society
18 indebted. The opinion of the financing banks and of the co-opera-
tive central stores in the case of co-operative stores should be
invariably submitted to the Registrar along with proposals for

\
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cancellation., The local central 1
recommending the concellation Dainkfe ool consulted before

. Istration of Hant
societies whether or not. g Wl any Harijans,
banks » Such societies are indebted to the central

6. Under section 39 of the Act, on the application of a creditor of

Inspection  of & SOCIely, the Registrar or the Deputy Registrar
books of .'Eiﬂllﬂhjtiilffﬁ II‘IHJY }nspect or direct SOIme person authnrized.b
under sections 39 him in this behalf by a general or special order é

and 40 of the Act. i ;
Writing to mspect the books of g society.

No inspecti | : . :
o credjtgr_mn shall be made or directed under this section unless

(@) satisfies the Registrar or the Deputy Registrar that the

debtis a sum then due, and that he has demanded payment thereof
and has not received satisfaction within a reasonable time : and
() deposits with the Registrar or the Deputy Registrar such
sum as security for the costs of the proposed inspection ag the of
may require.

Where an inspection is thus made, the officer shall communicate
the results of such inspection to the creditor and to the financing
bank, if any, to which the society is indebted.

Section 40 of the Act gives the right to a financing bank to inspect
the books of any registered society which is indebted to it.
The inspection may be made either by an officer of the bank or
a member of its paid staff certified by the Registrar as competent
to undertake such inspection. The officer or member so inspect-
ting shall at all reasonable times have free access to the books,
accounts, documents, securities, cash and other properties belonging
to or in the custody of the society. He may also call for such
information, statements and returns as may be necessary to
ascertain the financial condition of the society and the safety of
the sums lent to it by the financing bank.

The provisions of section 40 of the Act do not apply fsu the
ordinary or routine inspection of societies undertaken by the inspec-
tors and supervisors employed by the financing bank ; they apply
only to inspections of a society indebted to the financing bank
undertaken in order to ascertain the financial condition of the society
and the safety of the sums lent to iﬂt by the financing bank. These
inspections are done either by an officer of the bank or a member of
its paid staff who has been certified by ?he Registrar as ﬂnmpeter}t
to undertake the inspection. The Eﬂrtlﬁﬂﬂ:tﬂ enntam;::la;ted n thl_a
section is quite different from and has nothing to do with the certi-
ficates issued by co-operative training mstltutis. bt

, ' by the Registrar or the Deputy

0 T_hﬂ i EDHRE ui?i?ﬁfff lmlg an enqui%y into the working of a

FoYeIy Of e e : otion 38 or to inspect the books of
officor authorised SOciety under section . .
under section 38 or g gociety under seut-mn.SQ, is, under the Act,
70 afivie AgL. invested with the following powers :—
He shall, at all reasonable times, have free access to thﬂl books,
accounts, documents, securities, cash and other properties belonging

1Cer
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to or in the custody of the society and may summon any person in
possession or responsible for the custody of any such books, accounts,
documents, securities, cash or other properties to produce the same
at any place, at the headquarters of the society or any branch thereof.

He may summon any person who, he has reason to believe, hag
knowledge of any of the affairs of the society to appear before him
at any place, at the headquarters of the society or any branch thereof
and may examine such person on oath.

He may, notwithstanding any rule or by-law prescribing the
period of notice fora general meeting of the society, require the
officers of the society to call a general meeting at such time and place
at the headquarters of the society or any branch thereof and to
determine such matters as may be directed by him. If the officers
of the society refuse or fail to call such a meeting, he shall have
power to call it himself.

Any meeting thus called shall have all the powers of a general
meeting called under the by-laws of the society and its proceedings
shall be regulated by such by-laws.

8. In cases coming under section 45 of the Act, the Deputy
Registrars, may themselves cancel the registra-~

Cancellation of {jon of societies as they have been invested with
registration under 41, howers of a, Registrar under that section. In

section 45 of the 2 .
Aok doing so, they should observe the following

instructions ;—
(1) the order of cancellation intended for the society should be
sent by registered post (acknowledgment due)
(11) a copy of the order should be communicatee to the District
Registrar of Assurances of the district (in duplicate) and to the
Collector and the financing bank (one each) ;

(iii) a notification to the effect that the registration of the
society has been cancelled by the Deputy Registrar should be sent
direct to the Superintendent, Government Press, Madras, for publi-
cation in the Fort St. George Gazelte :

(iv) thefile in the Depufiy Registrar’s office should not be
closed before obtaining the acknowledgment from the society and
before verifying the,correct issue of the notification in the Gazette ;

(v) the final closing reports of such societies should Le sub-
mitted to the Registrar as usual; and

(vi) figures relating to these societies should also be included
in the periodical returns regarding liquidated societies submitted
to the Registrar.

The Deputy Registrars should submit to the Registrar every

half-year a list of societies the registration of which was cancelled by
them under section 45 of the Act.

v. When the registration of a society is cancelled under section

. 44 or section 45 of the Act, the Registrar or the
tment :
5 l‘?&ﬁgﬁn’iﬁn % Deputy Registrar as the case may be, may appoint
any person to be the liquidator of the gociety.
Generally, Deputy Registrars or Co-operative Sub-Registrars are
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appointed as liquidators. Under rule XVII o
under the Act, the appointment of the Ji
in the Fort St. George  Gazette. The no
cancellation of the registration of a sooie

of a liquidator shall he published in the
free of cost.

f the rules issued
quidator must be notified
tification regarding the
ty and the appointment

Fort 8t. George Gazette,

~ When the registration of a, soclety which has not started work
1s cancelled, its affairs should he deemed to have been finally closed

on tl'lﬁ expiry of the appeal period of two months. No order of the
Registrar approving its final closure IS necessary,

10. Under section 44 of the Act any member of the society may,
e AT within two months from the date of the order of
Finality ) E AT : : :

liquidation orders. ~ Cancellation of its registration appeal to the

Provincial Government. The order of liquida-

tion in such an event becomes final when it is confirmed by the

Government and such confirmation is communicated to the society
by registered post.

When no appeal is presented with in two months from the making
of an order cancelling the registration of the society, the order shall
take effect on the expiry of that period, and the liquidator can pro-
ceed to take action under section 47 of the Act.

The order of cancellation of the registration of the society unden
section 45 of the Act takes effect from the date of the order.

A member entitled to appeal under section 44 of the Act has the
richt to secure a copy of the order cancelling thg registration of his
society. Copies of the order may t}lﬂt*gfmx‘e be gw?‘n byt t-hBS DEP;IP}T
Registrars to members on application, free of cost. DEEB 1];9:5
should make available to members for their perusal, copies of the

order sent to them by the Registrar.

11. The powers of a liquidator are dﬁﬁl.lﬂf.:l m section %’:’ of the
Pow -s of the Madras Co-operative Societies Act. Or easy
ower ;

d below :—
liquidator. reference they are reproiuce Jjads
s ﬂ“n«i'.‘f (2) Subject to any rules that may be made under this Act,

the whole of the assets ﬂf th? ?ﬂﬂie?jﬁh:;{; Eﬂ%ﬁfﬁﬂ?iﬁ? &?li ﬁ
liquidator under sub-section (1), vest 1 .

; le or otherwise.
(s alize such assets by sa ‘ : ;
have PU(’#;;JISTG}ﬁiqui dator shall also have power, subjeot to the con

trol of the Registrar— £, ‘s and other legal proceed-
(@) to institute and defend suits an s

: . : his name of 0! o
Ings on beé}}z;li Efdzhtirf]??;zﬁg ﬂl;f time to time the contribution to be

members or past members
magle or remaining to be made by t_ha e ] i
_ bﬂ 1ljmv intos EE- nominees, heirs or lﬂgal representatives of
or by he .

ficers, to the assets
7 any officers oOr f:nrmern n
di? Bﬁﬁﬂd ?;?b;jgl{:rcggt?ibition including debts due from such
0 _society, such

members or persons;
voL, I1—38

&
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(¢) to investigate all claims against the society and subjoot
to the provisions of this Act to decide questions of priority arising
between claimants ;

(d) to pay claims against the society (including interest up
to the date of cancellation of registration) according to their respec-
tive priorities, if any, in full or rateably, as the assets of the society
permit ; the surplus, if any, remaining after payment of the claims
being applied in payment of interest from the date of such cancella.-
tion at a rate fixed by him but not exceeding the contract rate in
any case;

(¢) to determine by what persons and in what proportions
the costs of the liquidation are to be borne:

(f) to give such directions in regard to the collection and
distribution of the assets of the society as may appear to him to be
necessary for winding up the affairs of the society ; and

(g) to carry on the business of the society so far as may be
necessary for the beneficial winding up of the same.

(4) Subject to any rules that may be made under this Act,
a liquidator appointed under this section shall, in so far as such
powers are necessary for carrying out the purposes of this section,
have power to summon and enforce the attendance of witnesses
and to compel the production of any books, accounts, documents,
securities, cash or other properties belonging to or in the custody
of the society by the same meansand (so far as may be) in the
Ssame manner as is provided in the case of a civil court under the
Code of Civil Procedure of 1905.”

12. As soon as the order of the Registrar cancelling the registra-
tion of a society are received, the Deputy Registrar
assumption  of or the Co-operative Sub-Registrar as the case
E;tm;ndbypri:fﬁlﬁfe‘ may be, should note the fact in the register of
io betslloved. liquidated societies prescribed by the Registrar.
Under section 46 of the Act, the society ceases
to exist as a corporate body only from the date on which the
order of cancellation takes effect and the liquidator comes into
office only from that date. The office-bearers can, therefore, carry
on the business of the society till the cancellation order takes
effect. The liquidator should proceed to take charge of the cash,
accounts, records, bonds and other documents of the society as
800n as possible after the cancellation order takes effect. The
liquidator may even authorize one of his mmspectors for taking
charge of the cash, etc., of the society and be in charge of the
accounts on his behalf. Any cash should at once be sent to the
financing bank, Other property, including valuable securities
should be placed in safe custody. The Inspector should give &
precise receipt for everything of which he has taken charge.
He should also prepare at once an up-to-date statement giving the
following particulars :—
() members on the rolls, including those who died or withdrew
from membership within two yoars from the date on which the order
took effect ;
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(_i'j.) the agh*essea of these members :
(1i1) dﬂ‘t&llﬂ of property owned by them—
(@) Survey number,
() Dry, wet or garden,
(c) Assessment,
(2) Value of each field,
(e) E:.mumbrances, if any, known in the village,
(f) Sums due to the society under loans as principle or
surety, court costs, ete., |
~(g) Sums due to the members by the soclety ; and
(iv) An up-to-date balance sheet of the society,

The Inspector should also obtain an account of the society's
transactions with the central bank since the date of last audit and
carefully compare it with the society’'s hooks and reconcile discre-
pancies, if any.

13. The liquidator shall, as soon as the order of cancellation of the
registration of the society takes effect, publish

Publication  of by such means as he may think proper, a notice
notice  regarding ypequiring all claims against the society the regis-

clalims against cane 3 . ; . .
nalled & societies tration of which is cancelled, to be submitted to

under rule X VII, him within two months of publication of the notice.
All liabilities recorded in the account books of a

society shall be deemed ipso facto to have been duly submitted to him
under rule XVII.

The notice required under this rule may, if necessary, be pub-
lished in the District Gazette at the discretion of the I‘lquldapnr.
It is not, however, obligatory. Further, it is eus_bf.y as the publica-
tion of these notifications are charged at cost plus 25 per cent. The
requirements of the rule will be satisﬁe;tl in most cases if the ncntﬁ}ca-
tion is published by beat of tom-tom in the village where the society

had its office.

he liquidator should next take imme ;
14, The hqut assets collected and liabilities paid off. Under the

Aot and the rules, he has to determine from time

e contributions to be made or remaining

agsets and proce- to time tl | :
dure regarding the o 1. 1hade to the assets of the society by each
nbers or by the estates

passing of contribu- . t mer
. mbers, pas :
of 1ts me ok egal representatives ol

t1on orders. g o l
. inees, heirs,
O, PO ’ former officer, such

any officer or 1 Bt
T kY ﬁue to the society. Contributions

former officers of the society who
the society or have become
for any money or property of
rders enforcing unlimited
ts are also passed under

diate steps to have the

Realization of

deceased members O
contributions including debts
can be levied :l—g&illmb ﬂ.ﬁicil;at;r 2
have misapplied the Ppropervy
liable or alt}agﬂunt&ble to the E:{]{}]E'tjfn ;
the society. Finally, contribu 14:::3 Sinet
liability to make good any deficiency

this section.
The liquidator may Pt
to the ﬁquid&ted gociety,

o the liquidation Inspector

deput
oceed OF CEL members and call upon the

enqﬂirﬂ of the
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debtors to pay and collect the assets as quickly as possible by
persuasion. Ifitis found that the loans cannot be recovered easily,
he may proceed to pass contribution orders, Before & contribution
order is issued, a notice should be given to the party concerned
intimating to him the amount of contribution proposed to be levied,
the grounds for the levy and the date, time and place at which the
contributory may represent his case, if any. Such notice or sum-
mons should be served on the party direct if possible and if this
cannot be done, it should be sent by reuistered post. Service by
affixture on the door of his house, though legal, should bean excep-
tion and not the rule. Notice or summons against the legal repre-
sentatives of a deceased member should indicate that they are
called upon to show cause why they should not contribute towards
the assets of the society a specified sum from the estates of the deceas-
ed member. All proceedings should be held as far as practicable
within the area of operations of the society. On the day fixed, the
party should be heard if he is present and after taking into consi-
deration his representation, the liquidator should proceed to pass an
order according to the merits of the case. He should record a
separate written order in regard to each contributory staring the
amount due including interest, the rate at which subsequent interest
will accrue and setting out very briefly the grounds for his decision.
When a contribution order is passed it should forthwith be communi-
cated to the party by registered post ; the postal charges should be
met from the general funds of the so lety and should not be recovered
from the party concerned. Tt is essential that there should be no
delay in the communication of the orders, as the party may, if he

chooses, file an appeal before the expiry of two months from the
date of the issue of the order,

The liquidator should then inform each member what amount is
due from him and call on him to pay it within a specified period. If
the amount is not paid within that time, immediate steps should be
taken to execute the contribution order either through a civil court
or the Co-operative Department. In the case of an order relating to a
deceased member, the notjce forwarding the contribution order by
registered post and demanding payment from the legal representa-
t ves before a particular date should state that the amount is recover-
able from the estate of the deceased member. When such contribu-
tion orders are sent up for 6xecution, only the estates of the deceased
member whi:h have coms into the hands of the legal representatives
and have not been disposed of, should he proceeded against.
Personal remedy against the legal representatives is inadmissible.

All loans due from members which have not been decreed should
be superseded by contribution orders. The liquidator can pass
mortgage contribution orders to cover mortgage debts. TLoans in
which decxseﬁs have been obtained but which have not ! een sent up
for execution may, 1f the circumstances of the case justify it, be
superseded by contribution orders i otherwise, they may be executed
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as they are and Separate contribut
tion may be passed. if and ha ution orders for the costs of liquida-

| n | SRR
decrees already under exeqyt: ceessary.  Similarly, in the case of

10n, execut; i
continued and separate contributio; ‘Ol proceedings may be

to the Registrar to examine into the eﬂnduét
officer and to order him to contribute to the
way of compensation in respect of the misa
retainer or breach of trust as the Registrar t

of such person or
assets of the society by
ppropriation, fraudulent
hinks just. (Section 49.)
Contributions by 15. When the assets realizable from the bor-

members  beyond powers of a cancelled cacie o Tl
their debts due and celled society are found inadequate

principles to beob- U0 Meet its outside liabilities, the deficiency must

served 1 enforcing be made good b}" contributions from—
unlimited liability.

(1) members on the rolls of the society on the date of cancella-
tion of the society ;

(11) past members who ceased to be members within two
years of the date of cancellation of the society; and

(iii) estates of deceased members who died within two years
of the date of cancellation of the society.

Nore.—In the caseof a past member or a deceased member, his liability to
contribute is only in respect of the debts of the society as they existed on the date
ol his ceasing to be @ member or of his decease, The liability does not extend to
any debts or liabilities of the society contracted after he czased t, be & member oy
after he died,

Under section 25 of the Madras Co-operative Societies Act, the
liability of a past member or of the estate of a deceased member for
the debts of a registered society, as they existed on the date of his
ceasing to be a member or of his deceased, as the case may be‘, shall
continue for a period of two years from such Eigta. The period of
two years refers to the emergence of the liability and not to its
cessation. If the registration of & soclety is cancelled during the
period of two years in which th_ﬁ hEhbllli‘:y of & .PB“_Et DE[B]]]]JEI‘ or
deceased member subsists, there is no period of limitation to the
enforcement of the liability. A past member or the aaga{;)a nﬁ
a deceased member cannot, however, be nimda liable for the et t,i ];::
a society if he ceased to be a member or died two years prior to the

date on which the cancellation order takes effect.

In the case of a society where the liability of a member is limited

' ntributi e levied from any member or past
;};lalih;;: Sérn;}hzﬂ;:;;?;t;?I; {Eﬂﬂiﬂ?mﬂd mqmbexi-f exceeding the amount
of his subseribed but unpaid share Gﬂapltlﬂ-l_.: zli;ui.lﬁb i1 e s

In the case of a society based on unlmmiadt a.t Iia,tjgg B Eﬂgr e
tor can pass contribution orders 50 any ox Zjll Bt Htirdodon
liquidator can pass contribution orders ag -
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members or the estates of deceased members to the extent of thejp

properties. _

Before proceeding to determine the contributions to be made by
members, the liquidator should draw up a list G.f all loans outstand.
ing against members and with reference to their solvency or other.
wise estimate the amount of debts which may prove bad or
irrecoverable. The amount so arrived at should be deducted from
the total of the outstanding loans and it should be seen whether
the balance of recoverable debts whould be enough to pay off the
habilities. If the liabilities exceed the sound assets so arrived at,
the latter should be deducted from the liabilities to be discharged
and then the share capital and reserve fund invested by the society
in tho central bank should be set off against the balance of liabilj-
ties to be discharged. Ifstill there should be a deficit to be made
good, the liquidator should proceed to levy contributions from
members enforcing unlimited liability.

Contribution orders should not be enforced until all steps have
been exhausted againt the debtors, Meanwhile, the liquidators can
take sufficient security from the contributories either voluntarily or
under se tion 50 of the Act, to prevent any possible alienation or
sale of properties with a view to evade payment. If after exhausting
all steps a -ainst the debtors the full amount due to the creditors
1s not realized, then the liqudator should execute the unlimited
liability contribution orders and recover the moneys,

The broad principles which should guide the officers in passing
contribution orders enforcing unlimited liability should be the
financial condition of the society, the solvency of the ex-members
and the nature and amount of outside debts to be discharged. Tt
18 necessary that before such orders are passed, a thorough and
exhaustive enquiry should be made into the solvency of all the ex-
members so that the levy may be distributed over all the ex-
members equitably and that it is not excessive in the case of an y
particular member. The enforcement of unlimi ted liability after the
cancellation of registration of a society should not generally cause
severe hardship to contributories. With 4 view to mitigate the
rigour of unlimited liability and to enforce it on an equitable basis,
the following points should be born in mind by the liquidators :—

(1) In cases of time-barred loans, unlimited liability should be
enforced against the borrowers to the extent of the amounts due
from them. They have a moral duty to pay.

(1) Those who have heen proved to have mismanaged
& society’s affairs either by taking binami loans, by not properly
accounting for the collections effected Oy them, by distributing
loans to their friends and relatives or by fraudulently alienating
their properties with a view to deceive the society should be asked
to contribute to the assets of the society to the extent of loss caused
by them.

(i11) Even after adopting the above two modes of recovery, if
there is still a defic t in the amount to be paid to (outside) creditors, it
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5’11:::!11[(:[ ‘be distributed

estimating the deficien
take into consideration +

and other expenses that the |
_ y may have to - -
exhaustive enquiries are made and the deficits are properly asa*;ssed

* / - 8SUe more e
tion order against any member ore than one contribu

(1v) A resonable time, say tw
tunity should be given to a, megberuei{;;eﬁﬁj ;sﬂ?f,l;s.f;nd*t Al DE'
to pay ‘31_:1 the amount. If payment is made Withingthe tﬁ:g gc?é (d)
tho liquidator may grant a reasonable remission subject toP::L I:larﬂxi:
mum of 25 per cent of the contribution order. This sort of clemency
should be specially shown to non-horrower contributories. If
payment i1s not made, or sufficient, security furnished, execution
proceedings may be resorted to. J

(v) If a second series of contribution orders is found necessary
this should be passed aga'nst those who had at one time borrewed
and derived some benefit from the society and against those on
whom unlimited liability contribution orders were not passed in
the first instance.

(vi) If even after taking action in the manner indicated above
there is still defic t, the financing bank concerned may be advised to
write off the balance of dues. However, great d scretion should be
exercised before making such a recommendation.

The law of limitation applies to decrees and contribution orders
in cancelled societies. Liquidators should therefore take steps-in-
aid of execution during the period of limitation to prevent the contri-
bution orders, ete., getting time-barred. ~Where contribution
orders have become time-barred, the liquidator can, of course, pass
fresh contribution orders (without reference to 1_3he ‘:mme-ba,rred
contribution orders), on the ground that they are justified because
of the deficits in the assets of the society but such cases should be

- ase of mortgage debts, however, the charge on the
o7 WA e poll 0 t%lﬂ or ginal decree becomes time-barred

roperty ceases to exist when
EﬂdPl a 3;'1‘&5}] contribution order cannot create & ch&r%B on ; ]ihi
hypotheca. The liquidators should therefore be alerth&nldseebtﬂ?n
no claim gets time-barred. The Deputy Registrars s m}jﬁvﬂﬂ Sﬁb—
quarterly certificates from the 1I'E]U"i*“'t"':’r'S .t(G?'ij PEI]‘E ;Gtﬂfs %5
Registra:rs), Liquidation Inspectors *a-nd Terr T.m ok thgir charge
the effect that none of the claims in the societies

i p imitation. :
g bgrned by, S contribution will be as above,

The normal procedure of levying . idator finds that, the
the liquidator
But when, after a thorough GIL?:;?:D meﬂtqﬂll the liabilities of the

hother borrowers or not, will

realizable assets will be mm‘il) i
R AL g fhe o tg of the society to make good
on to beleve that some of the

havo to contribute towards the :z‘iz

the deficiency, and when there 18 i with a view to escape the
.enate their propervy ibution ord

members would aliena pass contribution orders

liability of the society, the liquidator &85
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against such members for reasonable amounts even at the commence-
ment of liquidation proceedings or at, any stage thereafter without
waiting till all the assets are realized. Tf the liquidator considers
that the contributory intends to defeat or delay the execution of the
order that may be passed by disposing of the whole or any part of
his property or by removing it from the local limits of the jurisdic-
tion of the Deputy Registrar, he may apply to the Deputv Registrar
under section 50 of the Act for the conditional attachment of his
property. If those members are willing to furnish security for the
amounts ordered to be contributed, the liquidator can postpone
executing his orders till all the assets of the sociely are realized.
Otherwise, he will have to execute his orders against them and use
the money at his discretion in liquidating the debts of the society.

Conditional attachments of properties should not be allowed to
be in force for unduly long periods asit may result in great hardship
to the individuals concerned. Normally, it should he possible for
the liquidators to pass a final contribution order within a period of
about six months from the date of the order of conditional attach-
ment. As soon as the contribution order is passed and the condi-
tional attachment is confirmed it becomes a case of regular attach-
ment and the liquidator can realise the amount co vered by the contri-
bution order by bringing the properties for sale.

There is no objection to the liquidators accepting voluntary
contributions towards the ass ts of societies and issuing receipts
for the amounts so received. These contributions are usually paid
by members in pursuance of an informal arrangement or understand-
ing under which each of them promises to contribute a specified sum
towards the assets of the society and save the liquidator the trouble
involved in passing contribution orders, etc. Such arrangements

should be reduced to writing and the signatures of members should
be obtained.

In societies where unlimited liability has been enforced, the
balance left over after discharging the debts is not really surplus ;
1t 18 the unspent portion of the over-estimated contributions made by
the members and the amount cannot, therefore, be utilized for
payment of further interest to the financing bank after the date of
cancellation or for the ropayment of the share capital of members.
The excess amount should be returned reteably or in full to the

members against whom nnlimited liability was enforced. TIf after
this is done there is still any balance left, it may be treated as surplus,
and disposed of in the manner laid down In paragraph 20 of this
chapter. In their final closing reports, the liquidators shonld also
report whether unlimited liability was enforced, whether it resulted

In all cases where unlimited liability is enforced, the necessity for
it should be discussed and proceedings drawn up gilving reasons for
the action. The list of persons, with the amount each has to contri-
bute, should be mentioned in the proceedings. When necessary,
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!;1$1;3:d zla.yn l}:-e }revlf;aeq from ti:me: to time and subsidiary orders
is 8 and when 1t 18 ascertained that the assets are irrecoverable

an;l are rlmt_ adequate to pay off liabilities and such orders are
enforceable in the same manner as the original orders themselves.

16. No useful purpose is served by adding interest in the cas

Interest on loans, °0 10ans covered by decrees and contribution
‘ | orders if the loans are definitely bad. Accrued
imterest in such cases should be shown in the audit report only

where the interest has been actually collected in cash or by
adjustment.

In societies where the realizable assets, after,waiving the interest
accrued, are sufficient to pay all liabilities, including further interest
to creditors, interest need not be charged after the date of liquidation,
Collection of further interest in such cases will only increase the
surplus funds. But in societies where assets may not be sufficient
t6 discharge the liabilities and unlimited liability may have to be
enforced, tho interest should not be waived on realizable loans as it
will affect the creditors adversely.

Interest and cost  17- Interest and costs of liquidation need not
of liquidation on be charged on contribution orders enforcing
contribution orders.  ypjimited liability.

Tn the case of other contribution orders, interest was formerly
charged at 124 per cent per annum and later at 9 per cent from the
date of liquidation and costs of liquidation at 6 per cent per annum
on outstandings from the date of contribution orders. Under the
instructions now in force, however, interest on the amount of

contribution orders need be charged oaly ab 71 per cent per annum.
The rate of interest leviable on contribution orders is subject to
alteration from time to time in accordance with the instructions
of the Registrar. Out of the total c{?lle_c'tifmS,_ 71 per cent should be
appropriated towards the costs of liquidation and the balance
utilized towards payment of liabilities. Such costs have to be

calculated on the entire assets collected.
The following items of collections are exompt from the levy of

liquidation charges ‘— :
; (i) In the case of <ocieties indebted to the financing bank or

: ' ther investments made
the wholesale stores, the share capital and 0 mad
in them to the oxtent of their indebtedness to such central insti-

' . liquidation costs. Bub when
tutions are exempt from the lovy of
investments in those institutions exceed the amounts due to them

then, liquidation costs should be charged on the excess. |
(ii) Interest realized on reserve fund investments in the

central bank.

(iii) All suspense items.
(iv) Court ©osts “oalized whether they were spent by the
liquidator in the course of realization of assets or shown as an asseb

on the date of liquidation of a sooclety.
voL, I—Y
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(v) When properties purchased by the liquidator aro sold
liquidation charges should be levied on the amount realized in excess
of the purchase value and not on the entire sale price of the
properties. x UM e

(vi) Written off assets are exempt {rom the levy of liquidation
cost as also withdrawals from the personal deposit account.

(vil) Where the Government happen to be the only creditor,
the entire collections may be credited to Government without
appropriating anything towards costs of liquidation. If the liquida-
tion proceedings end in surplus, costs at 74 per cont on all collections
made after the cancellation of the society may be levied after
paying subsequent Mterest due {rom the date of cancellation up to
the date of discharge to the Government in repect of sums due to
them.

Liquidation charges are leviable on the following items among
others :—

(1) cash balance taken charge of by liquidators from the
ex-office-bearers :

(i) dividend received on share capital invested ;

(i) dues of the defaulters collected by set off against the
value of their properties purchased by liquidato:s ; and

(iv) voluntary contributions received by liquidators.

When the share capital of members is adjusted towards their
loan dues, liquidation cost should be paid on the amounts so
adjusted. In societies where there are no funds for payment of
Hquidation charges, the liquidators may, instead of adjusting the
share capital to loan dues, write off the loan and delete the share
capital from liabilities. If this procedure is followed, the ques-
tion of collecting liquidation costs will not arise.

Liquidation costs should be collected regularly once in a month
and on no account should there be arrears for want of funds, since
liquidation costs form the first charge on collections. Liquidation
costs cannot be written off. If for any reason, they have been
lett uncollected, when finally closing the affairs of s, society they
should be recovered from the persons responsible for the omission.

Deputy Registrars have been permitted by Government to
withdraw excess liquidation costs remitted to Government and
disburse them to the societies concerned.

18. Clauses (c) ;_nd (d) of sub-section (3) of section 47 of the

¢t empower the liquidator to pay claims against

e o the society and also decide questions of pr%m'ity
| arsing among creditors. Assets should be uti-
lized from time to time as they are realized to repay the creditors
and payments should ordinarily be distributed pro rate among the
various creditors whose claims are equal in point of priority, Interest
on all loans and deposits due by the society is payable only up to
the date of cancellation of registration unless there be surplus
funds to pay interest subsequent to that date. In the case of most
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T?ﬁ?ﬂja::: E}?;tfﬂfnzﬂﬂklﬂ h&]})jpl]an to be the sole creditors: but in
; S > may also be iahiliti ! T ’ : ;
made to L‘B?’ltl"{hl banks the amount should be appro ;"iateé} byriﬁﬂ ;
tn*ﬁ_mrds princi pal and interest (penal interest, if anv I;hﬂuld bay&d;;g
to interest) in proportion to the amount due uﬁtfer such items a
f}xl_the dELt'f’a when the order of cancellation came i_ﬁt-ﬂ effect; A:
it 18 1111@@%‘11’&1)]13 to appropriate the whole of 1he amount .reé,lised
tovfa,rdﬂ 11’11;13_1‘{3513 and add to the divisible profit of the central bank
while there is any uncertainty as to the realization of ‘the entire
outstanding loan, 8o also it is not desirable to keep in abeyance the
distribution of the amount realized between principal and interest
till the liquidation proceedings are finally closed. The central
banks may however credit the entire remittance; to principal in
cases where they think that such a procedure is warranted. In the
zase of loans due to Government, there is no question of distribu-
tion of profit as in the case of central banks and the payments made
may, theretore, be credited first to interest and then to principal.

When societies bring to sale the properties of their defaulting
members, central banks sometimes purchase them for nominal
prices. When profits are realised in the resale of any properti-s
" they are taken to a special reserve so that in cases where losses
arise in the disposal of any other properties, such losses may be
recouped from the reserve. This procedure should, -however, be
adopted only when properties are brought to sale by living societies
and not by cancelled societies. The profits realized by the resale
of properties purchased from cancelled societies should be credited
towards the balance, if any, due in the loan accounts of the societies
concerned. If any balance is left after such adjustment, it may be

taken to the reserve.

19. Under section 47 (8) of the Act, any person aggrieved by any
order of the liquidator may appeal to the Regis-

Appeal against trar aga nst such order within two months from
liquidator’s orders. 1o date of the issue of the order by registered

POSst.
The liquidator disposes of all matters connected with the
winding up or dissolution of a society. Under
Jivil  ocourts in section 48 of the Act, no civil court shall (save
certain cases. in so far as is expressly provided in the Act) take
matter connected with the winding up or dis-

y and when a liquidator has been appointed
“a] proceedings shall lie or be proceeded with

- - - the Registrar and subject

oalnst the soclet excapt by the leave ﬂf : g )

E{% such terms as lf;rﬂ may impose. If at the time when the registra-
| lled any suit 18 pending against the society,

tion of a society 18 cance _ ‘ _
such suit {:ﬂ.nng; be pmce&dﬂd with without the leave of the Regis-

: e s N
Deputy Registrar). Again, without such permission of t
thg;is(trZEu(%apugy Registrar) no swt oan be instituted against

a society after its registration has been cancelled.

Bar of suit in

cognizance of any
solution of a societ
no suit or other legal p
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Under clause (b) of sub-section (3) of section 4_7 Gf- the Act,
a liquidator has powers only to determine the contri bution to be
made by members or past members or from the estates of deceased
members or by any officers or former officers of the society to the
assets of the society. The liquidator has no powers to pass contri-
bution orders against non-members or persons who ceased to be
members prior to 2 years from the date of liquidation of the
society. If a'person has a prima facie case to establish that he is
not a member or ceased to be a member prior to 2 years from th e
date of liquidation of the society, the civil courts have jurisdiction

to entertain such cases, and they will not be barred by section 48
of the Act.

20. If after discharging in full all outside liabilities including
Final closing interest up to the date of cancellation of
énd disposal of registration, there still remain assets, they should
Burpluy funds. be utilized in paying off interest on debts due
by the society from the date of cancellation of registration
up to the date of payment, in preference to the share capital of
members. If there are not sufficient funds to meet all such claims,
the amount available should be distributed to all creditors in pro-
portion to thé amount due to each. The balance of assets should
be utilized in paying off the share capital of members and dividend
due to them in the manner laid down in clause (2) of rule XIV.
Lhe share capital of members should not be dropped from Iliabili-
ties till all other items of outside liabilities such as loans to central
banks, ete., are disposed of. The payment of dividend is subject
to the maximum rates specified in rule XII. Persons who ceased
to be members before the dissolution of the societies are also eligible
for dividend. The dividend should be paid on the entire paid-
up share capital outstanding at the end of each of the vears for
which no dividend was paid. The balance stil] left may be treated
as surplus. If the ex-members of 4 liquidated soclety are prepared
to forego the dividend due to them so that it may be utilised for
any purpose of public utility, the liquidator should obtain in writing

~ In the case of a society other than g financing bank or super-
vising union, the surplus funds shall be applied to such object
of public utility as may be selected by the general body of the dis-
solved society and approved by the Deputy Registrar (The approval
of the Deputy Registrar is 1ecessary even in cases where the Co-
operative Sub-Registrar is the liquidator), Tt shall be competent
for the liquidator to constitute a trust to CarTy out such object and

to require the genera] body to select g trustee or trustees from
among the ex-members and/or others, Tf

not select a trustee or trustees or if the se
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E{f. RTh’B ?JI'ITIBtEB or trusl;e-eﬂ, should executive a deed in such form as
hﬂu -le)glstra,r may from time to time prescribe. A trust so created
shall be governed by the provisions of the Indian Trusts Act. 1882

If within 30 days after the issue of notice iqui
ap__pmnted to wind up the affairs of the society b{heﬂ#geenlelxil:l%ﬂsg :
fails to make any selection that is approved by the Deputy Re iff’-r
trar, the Deputy Registrar may place the surplus funds on de {gmsit
or otherwise -Wlth a financing bank working in the area in whia]:lz the
d.las.ﬂlved society carried on its operations, until a new cD-nperative
society with similar objects is registered in such area, in which
case the funjdﬂ_ should be credited to the reserve fund of such soeiéty
1f, in thf} opinion of the Deputy Registrar, there is no prospect of EL
new society being formed in such area within a reasonable time, he
should assign the amount to the bad debt reserve or the reserve fund
of the financing bank working in such area.

Under sub-rule (2) of rule XIV of the rules, the general body
has thirty days grace after notice from the Deputy Registrar within
which to make a choice with regard to the disposal of surplus;
thereafter the general body is functus o fficio as it were and it cannob
make a fresh choice.

In the case of a financing bank, the surplus funds should be
assigned to the reserve fund or funds of any other financing bank
or banks to which the societies working in the area in which the
dissolved financing bank carried on its operations are affiliated or
transferred. . If there is no financing bank working in such area,
the amount should be invested on interest in the Madras Provincial
Co-operative Bank, until a new financing bank is formed in such
area, in which case the funds should be credited to the reserve

fund of such financing bank.

In the case of a supervising union, the surplus funds sha,ll_be
handed over to the financing bank or other supervising body which
undertakes the supervision of the societios which were affiliated to

the dissolved supervising union.

The trustees appointed by the general body of & society 60
carry out the purpose decided upon by them should be required to

execute a trust deed on stamp pap-r in the form pl:esur‘ibed. It is
desirable that it should be registerel as registration is attendant
where the trust funds do not

with many advantages. In cases e tr _
exceed Rs. 100, thalfquidators may use their discretion as tc}_tha
registration of the documents according to the c:a;t'umzuats?nces of
each cagse. Where local bodies or other public institutions are

appointed trustees, the execution of the trust deed may be dispensed

with. All the trust doeds obtained in a district should be filed in &

single R. disposal.
form prescribed should be maintained by

ister in the
A Tﬂglﬂtﬁl 11 anner in Whl ch EHI'PIU.E fundﬂ have

liquidators in order to show t}.m m
been disposed of in each dis:rict.
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After completing the work in each society, the liquidator should
submit a final closing report to the Registrar summarising breifly
the steps taken to collect the assetsand to discharge the liabilities,
enforcement of unlimited liability against members, if any, reasons
for writing off irrecoverable debts, whether any dividend in accord-
ance with rule XTIV (2) was paid, how the surplus funds were
disposed of, whether a fina] meeting of the general body was con-
vened, ete. A statement showing the cash receipts and cash pay-
ments from the date of liquidation to tt e date of final closing should
accompany the final closing report. The assets (interest on
investments, ete.) and liabilities (further interest to creditors,
liquidation charges, cost of stationery, eto.) that have accrued
should be specifically mentioned in the report.

The audit report of the society from the date of last audit up to
the date of final closing should also be submitted along with the
final closing report.

21. Under the rules, a liquidator may, at any time, be removed
by the Registrar and he shall on such removal
be bound to hand over all the property and
documents relating to the soclety under liquidation
to such person as the Registrar may direct,

Removwal of
liguidator,

22. All the books and records of s society whose registration
has been cancelled and the proceedings of liqui-

Disposal of re- dation may be destroyed after the expiry of three

cords of a society . ; . - _
which is finally €IS {rom the completion o conclusion of the

wound up. liquidation proceedings.

23. The accounts of liquidated soocieties should he carefully

| maintained and checked by the liquidators. The

bﬂfgf‘t’em“““ °r' books maintained by societies may be continued,

wherever necessary, even after cancellation. The

loan ledger to be maintained should, however, be in the form pres-

cribed by the Registrar for the purpose. The liquidators should

also keep such other books or registers as may be prescribel by
the Registrar from time to time

(@) General Liquidation Ous}, Book.—In districts where the
System of posting Inspectors on a, territorial basis is in force, all the
records of the societies under liquidation including the cash books
of the societies are kept by the Territorial Inspectors. In other

of the societies are kept in the Deputy Registrar’s office ; but
when the Inspectors go on tour they take with them the cash books
of the societies they vigit. Therefore, the cash books of liguidated
societies will not generally be available in the office of the Deputy
Registrar, whether the territorial scheme is in force in the distriot
or separate Liquidation Tnspectors are appointe . To enable the
issue of receipts to members who make payments direct into
their offices, Separate liquidation cash hooks ane receipt books
should be maintained by the Deputy Registrars, The general
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instructions issued b :
kg y the Registrar i
of subsidiary cash books shg E{ffa”’ in regard to the maintenance
of the liquidati ould be observed in the mai
iquidation cash book. A : e mamtenance
the dues to liqui book. All collections rece: |
o liquidated societies should b Kbl towands
cash book and thereafter r 4 : e entered in the liquidati
ereafter remitted quication
%0 1o Dersonalt D s into the treasury to th '
_ 14 eposit account of the liquid i
Besides the cash received direct in th il oguigornah
rolating to liquidation except e ¢ ﬂﬁeﬂ, all other transactions
N ton T scocmtshonldiAng ¢ rel::}tmg' to the District Liqui-
i : ind a place in this cash book. K ‘

o issued from a separate receipt hook mal . i1
purpese. The vouchers in respect of rgmitb' mgbmtalned nte
should be retained in the Deputy Remistra,r;m;?g o oo
where there are Territorial Inspectors “the Deput oz R
send extracts from the cash hook tolt;hér Iuspggtg ;R g a;m-uld
should make adjustment entr ] 18,0000k Tl

: | ries in the cash books of th ot
on the basis of these extracts, Thes 5 of 416/ S00ioyE
auditors after verificati " s m-ljmjleg gy o2 passed by 410

] _ ation with the certified extracts. Li nid
tion Inspectors who are at the headquarters of the Daiaut qRe e
trar ?ahou}d make adjustment entries in the cash bmlfﬂ of %]1:?‘
EII;-metles @rqctl;r from the liquidation cash book maintained in th:
eputy I egistrar s office : the office need not send certified extracts
of the B'&Sh book to the Liquidation Inspectors. The cash book
the fecmpt book and the vouchers maintained in the Deputy Regis:
trar’s office should be audited by the auditor for liquidated societies
when he takes up the audit of liguidated <ocieties. In districts where
the Inspectors are posted on & torritorial basis, the auditor who
B:thf!lt-s the accounts of liquidated societies in charge of the Terri-
"JDI'I?;] Inspector ab the headquarters of the Deputy Registrar, should
ﬂ:u.c}m the‘ accounts maintained in the Deputy Registrar’s office.
This audit should inelude a thorough check of all receipts in the

general liquidation aash book and remittances into the treasury.
| Receipts <hould be issued tO Liquidation Inspectors and
Territorial Inspectors for remitiances roceived from them in the

Deputy Registrars’ offices.
(D) Personal Deposit Accounts.—Moneys received by Govern-
ment servants 1D their official capacity as liquidators should be
deposited with Government in & PB[‘EGH'-I deposit account and
withdrawn as and when required. In districts where the Deputy
he Co-operative Qub-Registrars are hoth liquida-
<hould be opened—one for

Registrars ard b
tors for societies, two deposit accounts
and the other for the Co-operative Sub-

the Deputy Registrar &

Registrar. The treacury 3 i intain only Ono account for all

societies in charge of a liquidator while the liquidator wiil have
A societywar

to maintain Eapa,mtﬂ qocounts for each society.

register (General Porsonal Deposit Register) -hould be opened by
1 withdrawals in the treasury

the liquidator and all deposits an
e recorded in it chronologically,

in respect of each society should :
. behalf of a society any amount

as in a pass book. Betore drawing 01
t in the treasury, the balance

from the personal deposit accou’ he *
to the credit of the gociety &8 shown in this registor should be
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verified. This will help to prevent overdrawals in any individual
personal deposit account. The treasuries will issue a pass book in
respect of each personal deposit account (that is, one for each liqui-
dator).

(c) Register for remittances into and withdrawls from the per-
sonal deposit accounts in the treasury.—Full details of all remit-
tances into and withdrawals from the persoral deposit accounts
in the treasury should be entered in this register from day-to-day.
Remittances should be made in triplicate chalans and the register
should be written up as and when the chalans are received.
The total amount remitted into the treasury each day, the
number and date of the chalan for the payment and details of
the amount remitted on behalf of each society should be entered
in this register. Similar particulars should be given in respect
of withdrawals also. The balance on each day of transactions
must be struck so as to enable the liquidator to know the amount
available in the personal deposit account whenever he wants to
draw money from the treasury. From this register, postings should
be made in the accounts of the societies concerned in the general
personal deposit register. The total of balances in the accounts of
the societies should be struck at the end of each month and tallied
with the balance in the register. The auditor who attends to the
half-yearly audit of the Distriet Liquidation Fund account should
certity that the total of the amounts outstanding in the personal
deposit accounts of the societies for the helf-year agree with the
balance under personal deposit account as shown in the register of
remittances and withdrawals relating to the personal deposit
account.

On the last day of each month, the balance in the register
should be reconciled with the treasury figures also. The recon-
ciliation should be entered in the register after the transactions
of the last day of the month. The treasury pass books must be
got posted regularly at the beginning of each month,

When Inspectors remit amounts into the treasury in duplicate
instead of triplicate chalans, the chalans obtained by them from
the treasury should be got by the Deputy Registrars and filed in
their offices. Acknowledgments noting the names of the treasuries,
chalan number and amounts remitted should however be sent to
the Inspectors from the Deputy Registrar’s office to be filed in the
records of the societies concerned.

Where the chalan received on a day relates to a payment made
on an earlier date, the date of actual remittance should be noted
below the date on which entry is made in the register.

The auditor who attends to the half-yearly audit of the
District Liquidation Fund should verify all the chalans and counter-
foils of eheques relating to the personal deposit accounts and append
a certificate to that effect to the half-yearly audit report.

He should also certify :—

(1) that the balances under personal deposit accounts have
been verified every month with the entries in the pass books
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supplied by the treasury and reconciled with ¢ o
ned by the liquidators, and 1th the accounts maintaj-

(i) that the balances under the personal deposit accounts
as ﬂ_hmwn In the register of remittances and withdrawals on the
closing day of the half-year were verified by him with reference to

the enEries in the pass books given by the treasury and found to be
correct,

(d) Eegi&ter to tally the total of wndividual personal deposit
bulﬂ,ﬁ,{:(_zs with the balance shown in the requster for remittances into
and, withdrawals from the personal deposit accounts in the treasury.—
The balances in the General Personal Deposit Register should be
posted in this register once a month and totalled. The totals
struck in this register must agree with the balances shown in the
register for remittances into and withdrawals from the personal
deposit accounts in the treasury. Discrepancies will arise only if
the amounts relating to the Co-operative Sub-Registrar’s personal
deposit account are wrongly credited or debited to the Deputy
Registrar’s personal deposit account or vice verse. In such cases,
the discrepancies must be reconciled and the treasury officers asked
to make the necessary adjustments in the accounts,

(e) The District Liquidation Fund.—The liquidation charges
collected from liquidated societies in each district are constituted
mto a separate fund called the District Liquidation Fund
and from this all items of expenditure incidental to liquidation
work in the district such as maintenance of non-official staff, printing
of forms, etc., are met. Liquidation charges are levied at the rate
of 74 per cent of the assets collected and out of this not less than
5 per cent of the collections, that is, two-thirds of the costs collected
should be credited to Government. Kive per cent of the cqﬂag-
tions is the minimum to be paid to Government ; the entire liqui-
dation charges collected should be credited to Government retain-
ing in the District Liquidation Fund only what is _gbsplut:ely
necessary to meet the expenditure cnnntactegl with I_-lqmc}atlpn
work, Deputy Registrars may sanction expﬂndxfmre m_lt of Distriet
Liquidation Fund towards non-official staff, contingencies, purcheyfle
of furniture, ete., but such expenditure should not exceed nneh-th_ud
of the total liquidation costs collected. The liquidation ¢ aJrgtel?
to be collected from each society should be calculated nnﬁae nDn_mtu' 1;
and the amount found due should be transferred to the Distric

Liquidation Fund at the beginning of eaigl.l tn:tm;tg.. N
tions relating to the District Liquidation

shuulﬂ)etr;;l::ecdl through gtha District qumd:amqn gunil ezih
book. Receipts should be issued for all sums receive tlg 0 thﬂ
Funci and the receipt numbers and ?DIIDIII‘;::I' numbers _ltllu 511 1[113' e
cash book. Stamped receipts should be 15511{_3::1 *fDI' a IFD _e; 11;[51'1::13

din ‘Rs 90. The receipts issued to societies for liquidation
EEGE; l %1 b 'the'm need not however be Et&mde,-Whgtever may
E{;chtap;;unugtﬂ In respect of the collection of liquidation charges,

the month to which the collection relates must be entered both in
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the receipts issued to the liquidated societies and in the District
Liquidation Fund cash book. The cheques drawn must be entered
in the cash book on the dates of drawal and not on the dates of

encashment of the cheques.

The amounts payable to Government should be remitted to
Qovernment out of the District Liquidation Fund by adjustment
at the beginning of each month the treasury officers should be
asked to transfer from the personal deposit account to the appro-
priate head of account, the amount due.

Liquidators may retain & small cash balance with them out of
the District Liquidation Fund to meet contingencies. They have
been permitted to keep notmore than Rs. 25 at a time in districts
where the number of liquidated societies exceeds 100 and not more

than Rs. 15 in other districts.

The District Liquidation Fund account should be audited by a
Senior Inspector every half year (for the half-years ending 30th
June and 31st December) and the audit report in the form pre-
scribed should be submitted to the Registrar. The auditor should
examine the books of original entry and prepare his report with
reference to the cash books of the liquidated societies: He should
verify with reference to the cash books of the societies whether
the amounts transferred to the District Liquidation Fund account
and the amounts credited to Government arein accordance with the
instructions on the subject and mention the fact in the audit

report.

The auditor should certify that he checked all chalans and
counterfoils of cheques relating to the District Liquidation Fund
aceount and all vouchers for payments made out of the District
Liquidation Fund and that the receipts and vouchers are in order.

When a society is finally closed, all undisbursable surplus such
as excess liquidation costs and collections from defaulters through
official receivers or civil courts after the final closing of societies
should be added to the Reserve Fund or Bad Debts Reserve of the
financing bank and not to the District Liquidation Fund account.

(f) Demand, Collection and Balance Register of Liquidation
Closts.—This register should show in respect of each society the total
collections (excluding withdrawals from Personal Deposit account)
during each month, the assessable collection during the month, the
liquidation costs payable to Government (both current and arrears),
the amount paid to Government, the date of payment, the balance yet
to be paid, etec. The entries relating to each month must be posted
regularly every month and it should be chequed by the Co-operative
Sub-Registrar every month and by the Deputy Registrar at least once
a quarter. The proper maintenance ot this register will facilitate
the work of auditors and of the office in preparing the quarterly
statements showing the liquidation costs collected and the expen-
diture incurred. |
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To maintain the register up-to-date

ﬂﬂﬂﬂff??l‘y _?“ onsure that the Territoria] Inspectors submit the;
monthly returns promptly after getting them checked by the 1 HI.
ﬂ;udlbﬂra._ In their camps, the Deputy Registrars e
Sub-Registrars should test-check the office copi
maintainedby the [nspectors and g |

| e \ | Ors ¢ s6e whether thev were
prepared by the Inspectors and correctly cheeked by}{the amli)jﬂ;?]};l]'sﬂy

(7) Suspense Register —Advances are at times made f

District Liquidation Fund to meet expenses (such ’L' 7 *ﬂ o o

; | neet ex as execution feeg
court costs, ete.) connected with liquidation work in societies whi ﬁ
have no funds to their credit, Such advances Hhﬂlﬂd be rei 4 l3::1
as soon as funds becoms avallable ; no creditor should bzvﬂrffd
before this is done. A suspense register should be maint&inelzi&:;
show the advances made to societies and the recoverjes eﬁ'ﬂct 3
from them. The auditors should verity whether thé &&va.nc?aﬂ
given have been recovered promptly. Advances pending recover
for over three months should be specifically mentioned in the a.udi{
reports. The balance on the last day of each half-year should be
veritied with the figure shown in the assets side of the half-yearly
audit report.

(h) Furniture Register.—A register must be maintained to
record therein the furniture bought out of the District Liquidation
Fund. The furniture held should be verified by the Deputy Regis-
trar at least once a year and by the auditor who audits the District
Liquidation Fund accounts every half-year.

and correctly it ig

24. The accounts of liquidated societies should he audited at

Audit of the the end of every co-operative year by a Senior

accounts of liqui- Inspector or by an experienced Junior Inspector
dated soclebies; (other than the Liquidation Inspector).

Only one copy of the audit report should be prepared in respect
of each society under liquidation. The Deputy Registrars should
review the work of the societies under liquidation for which the
Co-operative Sub-Registrars are the liquidators and submit a copy
of the review to the Registrar assoon as the audit of the societies
is over, retaining the audit reports with them. In the case of
societies for which the Deputy Registrars 't.}}emﬂe%vgs are the
liquidators, they should send the audit reports in {}I']gllliflr] to the
Registrar with a consolidated statement as soon as the au_d.nt of all
societies isover. The Registrar will return the audit reports

after perusal with his review.

f rule XVII of the rules framed under the Madras

Riﬁ.;ﬂ?ﬂim[f) %D—U_pﬂl'ﬂti?ﬁ Societies Act requires the liquida-
subnﬁrted by the tor to submit to the Registrar In such' form
liquidator, as he may prescribe & q}laa'terly report showing the
progress made in the liquidation of societies. Th:e report should be
submitted to the Registrar by the Deputy Kegistrars, Quarterly
reports should be submitted for the quarters ending 31sb Mﬂ;{‘ﬂh
and 30th September and half-yearly reports for the periods ending



132 THE MADRAS UO-OPERATIVE MANUAL

with 30th June and 31st December on or before the 15th of the
month, succeeding the quarter or the half-year as the case may be.

Tn addition to this statutory return, the Registrar has pres-
cribed the following returns :—
(1) a monthly report on the progress of liquidation work (due
to the Registrar before the 15th of the succeeding month) ;

(ii) a narrative report regarding the work done in societies
which have been under liquidation for more than five years (this
should be submitted along with the monthly report) ;

(iii) a quarterly report (due to the Registrar on the 15th of
the succeeding month) on the action taken by liquidators to repay
the loans due to Government from liquidated societies ;

(iv) a quarterly report on the progress made in the collec-
tion of costs of liquidation (due before the 15th of the succeeding

month) ;
(v) a quarterly report on the progressin the disposal of immo-
vable properties relating to liquidated societies ; and

(vi) a quarterly report of collections i scheduled castes,
societies indebted to the Madras Christian Central Bank (due to the
Registrar on the 15th of the succeeding month).

As it is desirable to keep the central banks, which happen to
be the main creditors of liquidated societies, in touch with the
progress of liquidation, the Deputy Registrars should send them
copies of the quarterly progress reports and of the fortnightly
reviews issued by them on the work of Liquidation Inspectors,

96. The collection of assets and payment of liabilities is an

Liquidstion important duty of a liquidator and in order to
staff  and their assist him in the discharge of this duty the Govern-
work. ment have sanctioned a special staff of Inspec-

tors. The intention of Government is that the cost of the staff
should, as far as possible, be covered by the costs of liquidation
collected from societies. The Liquidation Inspectors are distributed
according to the requirements of each district, the rough standard
being one Inspector for every 28 societies. In districts where the
system of posting Inspectors on a territorial basis is in force, the
Territorial Inspectors attend to the work connected with ca.nc:a]led
societies in their respective jurisdiction. |

The liquidators may, with the previous sanction of the Regis-
trar, appoint nml--:]:;iiﬂial staff such as agents to assist them in special
circumstances as the ‘“ man on the spot” may be 4
and better fitted for the task of GDHEI;ti{)ﬂ tha}l:t an bﬂﬂﬁi:d;qmgﬁﬁg
persons who are appointed as collection agents cannot hmi;aver be
left to themselves ; they may be required only to assist the Licui-
dation Inspectors in their work by furnishing them with necesj&ry
information and taking action according to the directions of the
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Liquidation Inspeﬂ'fsﬂrﬂ. The collection agents may be paid ordinarily
a small amount of commission say,

: YOI 23 per cent of the collections
effected. The permiss on of the Registrar is not necessary for the

appointment of collection agents, The payment of commissio
to the agents should be met from the funds of the societ GDIII:-I
cerned and not from the District Liquidation Fund, In J;xue -
tional cases, however, the expendilure on commission !o cu]lec‘ti{fu
agonts may be met from the District Liquidation Fund with the
special sanction of the Registrar. Adequate security should be

taken from those persons if they have to handle moneys in the
course of their duties,

As the Inspectors employed on liquidation work have to make
collections in cash, Government have permitted them to do so
These Inspectors should be authorized in writing by the quuid&tm:
to collect money from members and to issue receipts on behalf of
the liquidator. Every time there is a change in the personnel of
the Inspector, there shou'd be a written orders to the above effect.
The moneys collected should be promptly handed over to the
liquidator or paid into the Treasury in accordance with the instruec-
tions issued to them from time to time,

Cash books of societies under liquidation, districts where the
system of posting Inspectors on a territorial basis is not in force,
are written up by the Liquidation Inspectors and all the records
are kept in the Deputy Registrar’s office. Where the territorial
scheme is in force, it will not be possible to keep all the records
in the Deputy Registrar’s office as they will be required by the
Inspectors for frequent reference ; the Inspectors cannot go to the
Deputy Registrar’s office every time they want to refer to the
records. The records should therefore be left with the Territorial
Inspectors. All records relating to the District Liquidation Fund
account and the Demand, Collection and Balance register of liqui-
dation costs will be maintained in the Deputy Registrar’s office
but each Territorial Inspector should also maintain these registers
in respect of the societies in his charge

Bach Territorial Inspector should send to the liquidators
every month a statement in the form prescribed showing, among
others, the following particulars in respect of each hqll_udﬂ;ted society
in his charge—the opening cash balance, total collections during the
month, amounts remitted into ?h@ Personal PEpOSlt Account
amount remitted towards execution fees, contingent and other
charges incurred, the cash balance on hand, the c_nllﬂﬂtmnsd on
“which liquidation cost should be levied, the llqulc}}a,zmn bemEt 'duﬂ!
liquidation cost paid and the balance, if any, yet to paid.

The monthly statements should, be checked by the local auditor
or by the noarest auditor and certified to that effect.

iqui uld in their camps, check the cash books of
thaigiigﬁzsldﬂ,&xfgr:igﬁﬂtham in token of it. The cash books of all

the societies Ehﬂuld be Bhﬂﬂkﬂd at least once a quaa'tﬂr*
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27. Liquidation needs urgent and personal attention of deparg-
Kot e mental officers and it Hhﬂl;llf:].,-thﬂl‘t.{DI’B, be speeded
sion of iiquidation UP through a proper division of labour among
work and control the staff and a strict control over their work,
::nﬂ:he stafl and T jquidation Inspectors may generally be given 28
' societies each or such other number as the Deputy
Registrar may consider necessary in view of the volume of work in
the societies allotted to them. The work of the Inspectors should be
carefully watched and regulated. IFortnightiy diaries and brief
reports of work done by them sho: Id be consolidated and reviewed.
Deputy Registrars should assemble the Liquidation Inspectors
every quarter, draw up a programme of work for them and see
that they adhere to the programme. A rotation register should be
maintained for each of the Inspectors to watch whether he visits
every society at least once in a quarter.

The Liquidation Inspectors have been empowered to act as sale
officers and this should facilitate speedy recovery of dues. The
Inspectors should not be content with filing the execution petitions
nor should they carry the processes to the finish and take land or
properties in possession except in very necessary cases. The pro-
ceedings should be so conducted as to yield the maximum of col-
lections. The sale powers should be exercised as an aid to
collections and not as a matter of routine.

According to the instructions of the Inspector-General of
Registration, Liquidat on Inspectors who are Government servants
are permitted to search registration records free of cost. The
search should be restricted to a minimum and should be under-
taken only in absolutely necessary cases.

Deputy Registrars should have a regular plan of work in regard
to cancelled societies. It 1s very essential that the officers should
have a personal knowledge of these societies and particularly
of those which are either indebted to the financing bank or
have outside creditors. For this, they should draw up a pro-
gramme and visit all the cancelled societies within a periud' of,
say, six months. Societies which are indebted to Government,
societies in which the deficit is estimated to exceed Rs. 2,000 and
societies which have been under liquidation for over five years
should receive the special attention of the Deputy Registrars.

The results of the inspection of these societies should be reported
to the Registrar promptly.

Deputy Registrars and Liquidation Inspectors should summon
as many meetings as possible of the ex-members with a view to find
out the possible methods of recovery. A representative of the
central bank may be invited to be present at such informal
meetings so that the central bank also may be in the know of things
and it might, if possible except its influence, to the extent that it can
in finding out the methods of recovery. Andif it is found neces-
sary to write off any portion of the dues to the centra) bank. it will
also be easier to convince the central bank of the need for it.
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Collection work in liquidated societies must be done not merely
by the process of execution : persuasive methods must first be
adopted in cases where they are likely to yield fruit. The liquidator
has got ample powers to grant concessions to the members in respect,
of their dues. The liquidator can make necessary enquiries into
the solvency of each member and scale down the debt with reference
to the financial condition of the member and fix an amount which
can be paid by him. He can thus scale down the debt consistent,
of course, with the obligations to the financing bank. He can also,
if the members agree, arrange for a lump amount being paid by the
members in lieu of the dues to the central bank even at the risk
of a portion of the loan being written off. If concessions like this
are afforded to the members, they will be more ready to pay. The
liquidator should exercise his discretion properly in the matter of
waiving interest or even portion of principal and collect the balance.

Another important line of work in liquidated societies is in the
direction of disposal of lands and houses in the possession of liqui-
dators. 1t is admittedly a difficult task for the liquidator to manage
the properties which have come into his possession. Ordinarily,
the lands and houses should not Be taken by the liquidator and in
those cases where they come into his possession attempts should be
made to dispose of them to the original owners themselves or to their
next of kin, if they are agreeable to pay the market value or some-
where near about it within a period of, say, six months or one year.
In cases where there are no outside debts to be paid, the lands may
be restored to the original defaulters even at les:_-;} t-h{].l] the market
value. If such a procedure is not possible, the hqmdat:}f' Ehﬂll%d
consider the alternative method of disposing of the lands in publ}c
auction. When once a sale has been held a.ngl knocked qgwn in
favour of a third party, it should not ordinarily be set aside later
merely because the original owner or any relative of his sub§e-
quently offers to purchase the properties, either for the same pI]';EE
or for a higher amount ; unless the bid was my.ch _belﬂw the mar I(ﬁlt
value of the properties, the sale shn_ulfrl nrdn_:larﬂy be pnnﬁﬂ?e ;
The liquidators should make it a point to dispossess themselves

1d; if _ ickly as possible so that
f the lands and buildings, if any, as quickly e
;m.ﬂ attention may be paid to other items of work in liquidated

socleties.
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