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KARNATAKA LEGISLATIVE COUNCIL
ONE HUNDRED AND FIFTY SECOND SESSION

THE KARNATAKA SOUHARDA SAHAKARI (AMENDMENT) BILL, 2024

(LA Bill No. 4 of 2024)
(As passed by the Karnataka Legislative Assembly with Amendment)

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

Whereas, it is expedient further to amend the Karnataka Souharda Sahakari
Act, 1997 (Karnataka Act 17 of 2000) for the purposes hereinafter appearing.

Be it enacted by the Karnataka State legislature in the seventy fifth year of
the republic of India, as follows:-

1. Short title and Commencement.- (1) This Act may be called the
Karnataka Souharda Sahakari (Amendment) Act, 2024.

(2) It shall come into force at once.

2. Amendment of section 2.- In the Karnataka Souharda Sahakari Act,
1997 (Karnataka Act 17 of 2000) (herein after referred to as the Principal Act) in
section 2, for clause (el),the following shall be substituted, namely:-

“(el) “Co-Operative Election Wing” means “Co-Operative Election Wing
created under section 39AA of the Karnataka Co-operative Societies Act, 1959 and
working under the control of the Registrar of the Karnataka Co-operative
Societies”.

3. Amendment of section 20B.- In section 20B of the Principal Act,-

(i) in sub-section (1), in clause (c), sub clauses (i) and (ii) except the proviso,
shall be omitted; and

(ii) after sub-section (1), the following shall be inserted namely:-

“(2) Notwithstanding anything contained in this Act or Bye-laws, in the
Election of the Board of Secondary Co-operative or Federal Co-operative or Apex Co-
operative to the reserved seats, irrespective of any class of voters of the said Co-
operatives they shall be entitled to exercise their votes, in the manner as may be
prescribed.”

4. Amendment of section 24.- In section 24 of the Principal Act, in
clause (1), -

(1) in the first proviso the words “consisting of individuals as members and
having members from such class or category of persons” shall be omitted;

(ii) after the proviso as so amended, the following proviso shall be inserted,
namely:-
“Provided further that, in case of primary co-operative, such reservation shall be
made in the board having members from such class or category of persons.

Provided also that, respective Co-operative shall make provisions in the bye-laws
with previous approval of the Government to enable reservations of seats in the
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board of secondary Co-operative, federal Co-operative and apex Co-operative if their
number of members exceeds the limit as specified in sub-section (1) of section 24.”

(iii) in the existing second proviso, for the words “ Provided further” the
words “Provided also” shall be substituted.

5. Amendment of section 26.- In section 26 of the Principal Act, after sub-
section(3), the following shall be inserted, namely:-

“(4) Subject to the provisions of this Act, the procedure and guidelines for
conduct of election shall be as may be prescribed.”

6. Amendment of section 28.- In section 28 of the Principal Act,-
(i) for sub-section(1), the following shall be substituted, namely:-

“(1) The Chief Executive shall within fifteen days from the date of constitution
or deemed constitution of the Board after a general election and immediately before
the expiry of the term of office of the President or Chairperson, Vice-President, Vice-
Chairperson, convene a meeting in the prescribed manner of all members of the
committee for the purpose of electing President or Chairperson, Vice-President,
Vice-chairperson and such other office bearers as are required to be elected under
the bye-laws of the co-operative. One of the members who is not a candidate for the
election of President or Chairperson, Vice-president, Vice-Chairperson shall be
chosen to preside over such meeting:

Provided that, the Members of the first Board elected in the first general
meeting held after the registration of a co-operative, shall elect the President or
Chairperson, Vice-President or Vice-Chairperson and other office bearers in such
manner as may be prescribed.

(2) The Chief Executive shall, as and when there is a casual vacancy in the
office of the President or Chairperson, Vice-President or Vice- Chairperson or other
office bearers convene a meeting of the members of the Board for the purpose of
filling up the casual vacancy and the provisions of sub-section (1) shall mutatis
mutandis apply.

(3) The Chief Executive shall, within three days from the date of the meeting,
forward to the Registrar and Co-operative election wing a copy of the notice
convening the meeting and also a copy of the proceedings of the meeting.

(4) If the Chief Executive fails to convene the meeting in accordance with sub-
section (1) and (2), the Co-operative election wing or any officer authorized by it to
do so shall convene a meeting for the purposes specified in the said sub-sections.”

(ii) After sub-sections (1), (2) (3) and (4) so substituted, the existing sub-
sections (2) and (3) shall be re-numbered as (5) and (6).

7. Amendment of section 29.- In section 29 of the Principal Act,-
() for the words “ may fill” the words “shall fill” be substituted; and

(1) the words “if the remaining term of office of the board is less than half of
its original term” shall be omitted.

8. Amendment of section 33.- In section 33 of the Principal Act, after sub-
section (1), the following shall be inserted, namely:-
“(1-A) Notwithstanding anything contained in sub-section (1), except urban co-
operative banks, once in every three years every co-operative shall get its accounts
audited by the Auditor of Co-operative Audit Department.”
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9. Amendment of Section 54.- In section 54 of the Princpal Act, , in sub-
section (2) after third proviso, the following shall be inserted namely:-

“(2-A) The provisions of section 24 related to the Maximum number of
members and reservation of seats in the Board shall mutatis-mutandis apply to the
Federal Co-operative.”

10. Amendment of section 58.- In section 58 of the Principal Act, after sub-
section (4), the following shall be inserted, namely:-

“(5) The Chief Executive shall, within fifteen days from the date of
constitution or deemed constitution of the Board after a general election and
immediately before the expiry of the term of office of the President or Chairperson,
Vice-President, Vice-Chairperson, convene a meeting in the prescribed manner of
all the members of the committee for the purpose of electing President or
Chairperson, Vice-President, Vice-chairperson and such other office bearers as are
required to be elected under the bye-laws of the federal co-operative. One of the
members who is not a candidate for the election of President or Chairperson, Vice-
president, Vice-Chairperson shall be chosen to preside over such meeting:

Provided that, the Members of the first Board elected in the first general
meeting held after the registration of a co-operative shall elect the President or
Chairperson, Vice-President or Vice-Chairperson and other office bearers in such
manner as may be prescribed.

(6) The Chief Executive shall, as and when there is a casual vacancy in the
office of the President or Chairperson, Vice-President or Vice-Chairperson or other
office bearers, convene a meeting of the members of the Board for the purpose of
filling up the casual vacancy and the provisions of sub-section (5) shall mutatis
mutandis apply.

(7) The Chief Executive shall within three days from the date of the meeting,
forward to the Registrar and Co-operative election wing a copy of the notice
convening the meeting and also a copy of the proceedings of the meeting.

(8) If the Chief Executive fails to convene the meeting in accordance with sub-
sections (5) and (6), the Co-operative election wing or any officer authorized by it to
do so, shall convene a meeting for the purposes specified in the said sub-sections.

11. Amendment of section 59.- In section 59 of the Principal Act, the
proviso shall be omitted.

12. Substitution of expression.- In the Principal Act, for the words
“cooperative election authority” wherever they occur the words “Co-operative
Election Wing” shall be substituted.
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STATEMENT OF OBJECTS AND REASONS

(As appended to at the time of introduction)

It is considered necessary to further amend the Karnataka Souharda Sahakari
Act 1997 (Karnataka Act No.17 of 2000) to provide for,-

1. Questioning the provisions of section 20B of sub section (1), clause (c), sub
clause (i) and (ii) of the Karnataka Souharda Sahakari Act, 1997, a number of
Writ Petitions are being filed in the Hon'ble High Court and Hon’ble High
Court is allowing the vote to the petitioners in all petitions, so considering the

proposed amendment to ensure votes to all members;

2. As per the recommendation of the Second Administrative Reforms
Commission, to reduce the additional expenditure incurred on the
maintenance of the Co-operative Election Authority, it is proposed to amend
section 26-A on the consequence of amendment to section 39-AA of the
Karnataka Co-operative Societies Act, 1959 abolishing the Co-operative
Election Authority and constituting Co-operative Election Wing under the

control of Registrar.

3. In Section 24 (1) (e) of the Karnataka Souharda Sahakari Act, 1997 already
there is a 'provision for reservation for Scheduled Castes/Scheduled Tribes,
Backward Classes and Women in the Board of Primary Souharda
Co-operative Societies. Accordingly, this amendment has been proposed to
bring reservation in the board of secondary cooperative, Federal cooperative

and Apex cooperative with the intention of providing social justice.

Hence, the Bill.
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FINANCIAL MEMORANDUM

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

Clause-3

Sub-section (2) of section 20B sought to be inserted under this
clause, empowers the State Government to make rules for
prescribing the manner of voting in the election of the board of
Co-operatives for reserved seats.

Clause-5

Sub-section (4) of section 26 sought to be inserted under this
clause, empowers the State Government to make rules regarding
prescribing the procedure and guidelines for conduct of
elections.

Clause-6

Sub-section (1) of section 28 sought to be substituted under this
clause,-

(1 Empowers the State Government to prescribe the procedure
regarding convening of first meeting after general election;
and

(i) Empowers the State Government to make rules regarding
electing the President or Chairperson, Vice-President or Vice-
Chairperson and other office bearers after general election.

Clause-10

Sub-section (5) of section 58 sought to be inserted under this
clause,-

() Empowers the State Government to prescribe the procedure
regarding convening of a meeting after constitution of board;
and

(i) Empowers the State Government to make rules regarding
electing the President or Chairperson, Vice-President or Vice-
Chairperson and other office bearers, after general election.

The proposed delegation of legislative power is normal in character.

KYATHASANDRA N.RAJANNA
Minister for Co-operation
excluding Agriculture Marketing

K.R. MAHALAKSHMI
Secretary
Karnataka Legislative Council
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ANNEXURE
EXTRACT FROM THE KARNATAKA SOUHARDA SAHAKARI ACT, 1997
(KARNATAKA ACT 17 OF 2000)

XXX XXX XXX

2. Definitions.- XXX XXX XXX
(e1) ‘Cooperative Election Authority’ means the cooperative election authority constituted
under section 39AA of the Karnataka Co-operative Societies Act, 1959 (Karnataka No. Act
11 of 1959)

XXX XXX XXX

20B. Right of members to vote.- (1) A Member shall be disqualified to vote for one
year in the general meeting or in an election of the members of the board of a co-
operative,-

(a) who is admitted as member not less than one year before the date of General
meeting or election as the case may be;

(b) who is defaulter for any dues to co-operative;

(c) who has not participated in the management,-

(i by attending any two out of the last five annual general meetings;

(11) by utilizing such minimum services or facilities offered by the co-operative
as may be specified in the Bye-Laws for any two co-operative years out of the last five
co-operative years:

Provided that, the restriction in clause (a) shall not apply to member of a co-
operative participating in the first general meeting or first election of newly register co-
operative held immediately after its registration.

XXX - XXX XXX

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

(1) in case of a primary co-operative and a secondary co-operative whose area of

operation extends to,-

(a) a part of taluk, thirteen members;

(b) whole of taluk, fifteen members;

(c) beyond a taluk, seventeen members;

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

(¢) in the case of an apex co-operative including the federal co- operative,
twenty one members.

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

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

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

Provided also that not more than three functional directors if necessary of a
cooperative shall also be the members of the board and such members shall be excluded
for the purpose of counting the total number of directors specified in the sub-section (1).

XXX XXX
. 26. Election to the board.- (1) The election to a board shall be conducted
immediately before the expiry of the term of the outgoing board so as to ensure that the
newly elected members of the board assume office immediately on the expiry of the term of
office of the members of the outgoing board.

(2) The cooperative election authority shall conduct the election to the board of
every cooperative.
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(3) The newly elected directors of the board shall assume office immediately on the
expiry of the term of the outgoing board.

XXX XXX XXX

28. Election of office bearers.- (1) The co-operative election authority shall take
action to conduct election to the office of the President or Chair person, Vice president or
Vice Chair person and any other office-bearers to be elected in accordance with the bye-
laws within fifteen days from date of election of the board.

(2) The President or Chairperson or in his absence, the Vice President or Vice-
Chairperson shall,-

(a) preside over meetings of the Board and the general body;

(b) have only a casting vote in the event of equality of votes on any matters being
decided upon by the Board except election to the office bearers:

Provided that in the event of equality of votes in the election of office bearers, the
election shall be by drawing lot; and

(c) exercise such other powers as are specified in the bye-laws or as may be
delegated by the Board.

(3) The term of office of the President or chair person, vice president or vice chair
person and any other office-bearers shall be five years from the date of election and shall
be co-terminus with the term of the board.

XXX XXX XXX

29. Filling up of casual vacancies.- The board may fill up a casual vacancy on the
board by nomination out of the same class of members in respect of which the casual
vacancy has arisen, if the remaining term of office of the board is less than half its original
term.

XXX XXX XXX

33. Audit of Co-operatives .- (1) Every Cooperative shall get its accounts audited
at least once in a year before the first day of September following the close of the
cooperative year by an auditor or an auditing firm appointed by the general body of the
cooperative from a panel of auditors or auditing firms approved by the Director of
cooperative audit;

Provided that, the Director of co-operative audit shall be the authority competent to
prepare and maintain a list of auditors and auditing firms who satisfy the prescribed
qualification and experience for undertaking the audit of accounts of the co-operatives in
the state.

XXX XXX XX

58. Elections.- (1) The Cooperative Election Authority shall be responsible for
conducting elections to the board and the office of the office bearers of the Federal
cooperative.

(2) The election to the board shall be conducted immediately before the expiry of the
term of the outgoing board so as to ensure that the newly elected members of the board
assume office immediately on the expiry of the term of office of the outgoing board.

(3) The newly elected directors of the board shall assume office immediately on the

expiry of the term of the outgoing board.

(4) The provisions of section 26A shall mutatis-mutandis apply in relation to the

cooperative election authority.

XXX ). 9.9.4 XXX

59. Filling up of casual vacancies.- The board may fill up a casual vacancy on the
board by virtue of death, resignation, disqualification or any other reason by nomination
out of the same class of members in respect of which the casual vacancy has arisen, if
there is a quorum.

Provided that, the board may fill up the casual vacancy through co-option only if
the remaining term is less than half of the original term of the board.

XXX XXX XXX
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KARNATAKA LEGISLATIVE COUNCIL
ONE HUNDRED AND FIFTY SECOND SESSION

THE KARNATAKA CO-OPERATIVE SOCIETIES (AMENDMENT) BILL, 2024

(LA Bill No. 3 of 2024)
(As passed by the Karnataka Legislative Assembly)

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

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

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

1. Short title and commencement.- (1) This Act may be called the
Karnataka Co-operative Societies (Amendment) Act, 2024.

(2) It shall come into force at once.

2. Amendment of section 2.- In the Karnataka
Co-operative Societies Act, 1959 (Karnataka Act No.11 of 1959) (herein after referred
to as the Principal Act) in section 2,

(i) for clause (a-1-1),the following shall be substituted, namely:-

“(a-1-1) “Assisted Society” means a co-operative society which has
received the assistance from the Central Government or State Government or Zilla
Panchayat / Taluka Panchayat, Gram Panchayat, City Corporations, City Municipal
Council, Town Municipal Council, Town Panchayat and Corporations / Boards /
Authorities established by the State Government or Central Government, in the
form of Share Capital or loan or grant including the grant from the Member of
Parliament and Member of State Legislature or guarantee for loan or rebate in
repayment of loan or interest or any fund at concessional rate of interest or interest
subsidy or incentive from State Government or Central Government or National
Bank for Agriculture and Rural Development (NABARD) to the society or to the
member of the society or tax rebate or concession in purchasing of site or land or
obtained site or land on lease basis.”

(ii) for clause (b-5),the following shall be substituted, namely:-
“(b-5) “Cooperative Election Wing” means the Co-operative Election Wing
established under section 39AA and working under the control of the Registrar”.

3. Amendment of section 20.- In section 20 of the Principal Act, in sub-
section (2),-
(i) clauses (a-iv), (a-v) and the entries relating thereto shall be omitted,;
(11) in clause (b), in sub clause (v), in the explanation,-
(a) for the words “twenty one days” the words “twenty days” shall be
substituted; and
(b) for the words “forty five days” the words “thirty days” shall be
substituted.
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4. Amendment of section 21.- In Section 21 of the Principal Act, in
sub-section (3), before Explanation, the following shall be inserted, namely:-

“(4) Notwithstanding anything contained in this Act or Bye-laws, in the
Election of the Board of Secondary Co-operative Societies, Federal Co-operative
Societies and Apex Co-operative Societies to the reserved seats, irrespective of any
class of voters of the said societies, they shall be entitled to exercise their votes, in
the manner as may be prescribed.”

5. Omission of section 27A.- Section 27A of the Principal Act, shall be
omitted.

6. Amendment of section 28A.- In section 28A of the Principal Act,-

(1) in sub-section (2),-

(a) in the first paragraph, for the words “not less than thirteen” the words “not
less than fifteen” shall be substituted;

(b)in clause (i),-

(i) in sub-clause (a), for the word “thirteen” the word “fifteen” shall
be substituted;
(ii) in sub-clause (b), for the word “fifteen” the word “seventeen”
shall be substituted; and
(iii) in sub-clause (c), for the word “seventeen” the word “nineteen”
shall be substituted.

(c) for clause (ii) the following shall be substituted, namely:-
“(ii) in the case of federal society twenty one members and Apex Societies
twenty-five members.”
(2) in sub-section (3),
(i) after clause (ii) following shall be inserted, namely:-

“Provided that, in case of assisted society one seat to be filled by
election in favour of women.”

(ii) in clause (iii), for the proviso, the following shall be substituted, namely:-

“Provided that, in case of primary co-operative societies such
reservation shall be made on the board having members from such class or
category of persons.

Provided further that, the respective Co-operative Societies shall make
provisions in the bye-laws with previous approval of the Government to
enable Government nominations and reservations of seats in the board of
Secondary Co-operative societies, Federal Co-operative societies and Apex
Co-operative societies if their number of members exceeds the limits, as
specified in clauses (i) and (ii) of sub-section (2) and such other procedure as
prescribed by the rules.

Provided also that, in the board of secondary cooperative societies, forty
percent of the remaining seats shall be reserved for the representatives of the
co-operative societies after reserving the seats as specified in the sub-clause
(a) and (b) of clause (iii) of sub-section (2).

(3) in sub-section (4B), for clause (1), the following shall be substituted,
namely:-
“(1) The State Government may nominate three persons as its representatives of
which one shall be a person belonging to the Schedule Caste or Schedule Tribe, one
shall be a woman and one from others, in the board of every assisted society.
The nominated persons can vote in all meetings and elections of the Co-operative
Society; and also can contest in all the elections of the Co-operative Society.
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The ex-officio members and nominee from financial or credit agency shall have the
voting right but are not eligible to contest as office-bearer.

Provided that, the Government shall consider the members of such class or
group of persons who are not represented in the board of said society nominating as
its representative.

Provided further that, the person so nominated as a member of a co-operative
society shall hold office as such member during the pleasure of the State
Government.”

7. Amendment of section 28B.- In section 28B of the Principal Act, in sub-
section (3), the proviso shall be omitted.

8. Amendment of section 28C.- In section 28C of the Principal Act, after
sub-section (2), after the words “powers and duties” the following shall be inserted,
namely:-

“except the provisions regarding common cadre under Section 128A,”

9. Amendment of section 29E.- In section 29E of the Principal Act,-
(i) the first proviso shall be omitted;

(ii) for the second proviso, the following shall be substituted, namely:-

“Provided further that, the board shall fill up casual vacancy of the
board by nomination, out of the same class of members in respect of
which the casual vacancy has arisen.”; and

(iii) the third proviso shall be omitted.

10. Amendment of section 29F.- In section 29F of the Principal Act, for
sub-section (5) and (6) following shall be substituted.-

“(5) The Chief Executive shall within fifteen days from the date of
constitution or deemed constitution of the Board after a general election and
immediately before the expiry of the term of office of the President or Chairperson,
Vice-President, Vice-Chairperson convene a meeting in the prescribed manner of all
the members of the committee for the purpose of electing President or Chairperson,
Vice-President, Vice-Chairperson and such other office bearers as are required to be
elected under the bye-laws of the co-operative society. One of the members who is
not a candidate for the election of president or chair person,
Vice-president, vice-chairperson shall be chosen to preside over such meeting:

Provided that, the Members of the first Board elected in the first general
meeting held after the registration of a co-operative society shall elect the President
or Chair person, Vice-President or Vice-Chair person and other office bearers in
such manner as may be prescribed.

(6) The Chief Executive shall as and when there is a casual vacancy in the
office of the President or Chairperson, Vice-President or Vice- Chairperson or other
office bearers convene a meeting of the members of the Board for the purpose of
filling up the casual vacancy and the provisions of sub-section (5) shall mutatis
mutandis apply.

(7) The Chief Executive shall within three days from the date of the
meeting, forward to the Registrar and Co-operative election wing a copy of the notice
convening the meeting and also a copy of the proceedings of the meeting.

(8) If the Chief Executive fails to convene the meeting in accordance with
sub-section (5) and (6), the Co-operative election wing or any officer authorized by it
to do so shall convene a meeting for the purposes specified in the said
sub-sections.”
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11. Amendment of section 29H.- In section 29H of the Principal Act,-
() in sub-section (1), the words “of the elected” shall be omitted;

(i) in sub-section (2), the word “elected” shall be omitted; and
(iii) after sub-section(2), the following shall be inserted, namely:-

“Provided that the professional directors and functional directors
as specified in sub-section (4A) of section 28A shall not be part of
the no-confidence motion”
12. Amendment of section 30.- In section 30 of the Principal Act, in sub-
section (2), the first proviso shall be omitted.

13. Amendment of section 31.- In section 31 of the Principal Act, in sub-
section(1), the proviso shall be omitted.

14. Amendment of section 39A.- In section 39A of the Principal Act, for the
sub-section (1) the following shall be substituted, namely :-

“(1) Every general election of the members of the board of a co-operative
society shall be held under the superintendence of co-operative election wing.”

15. Amendment of section 39AA.- In section 39AA of the Principal Act,-
(i) for the heading “39AA. Co-Operative Election Authority.-” the heading
“39AA. Co-Operative Election Wing.-” shall be substituted;

(ii) for sub-section (1),the following shall be substituted, namely:-

“(1) The Co-Operative Election Wing, for the purpose of conducting
election to the Co-operative Societies, shall be created and controlled
by the Registrar.”

(iii) in sub-section (2), for the words “vested with the Co-Operative Election
Authority” the words “vested with the Co-Operative Election wing”
shall be substituted.

(iv) sub-sections (3),(4),(5),(6),(7),(8),(9),(10),(11) and (12) shall be omitted.

(v) after sub-section (15), the following shall be inserted, namely:-

“(16) The staff of Election Wing and its powers and functions, as may
be prescribed.”

16. Amendment of section 63.- In section 63 of the Principal Act, after sub-
section (1), before first proviso, the following shall be inserted, namely:-

“Notwithstanding anything contained in sub-section (1), except urban co-
operative banks once in every three years every co-operative society shall get its
accounts audited by the Auditor of Co-operative Audit Department.”

17. Substitution of section 98G.- For section 98G of the Principal Act, the
following shall be substituted, namely:-

“98G. Restriction on number of Government Nominees.- Where the society
is an assisted society as specified in clause (a-1-1) of section 2 there shall be three
nominees of the State Government in the board of the State Cooperative Bank or the
Central Cooperative Bank or a primary Agricultural Credit Cooperative Society or
the State Agriculture and Rural Development Bank or an Agriculture and Rural
Development Bank.”

18. Amendment of section 98Q.- In section 98Q of the Principal Act, in sub
section (1), for the words “within two months from the date of supersession” the
words “before expiry of the term of administrator” shall be substituted.

19. Substitution of expression.- In the Principal Act, for the words
“cooperative election authority”, wherever they occur the words “Co-operative
Election Wing” Shall be substituted.
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STATEMENT OF OBJECTS AND REASONS

(As appended to at the time of introduction)

It i1s considered necessary to further amend the Karnataka co-operative

societies Act 1959(Karnataka Act Nol1 of 1959) to provide for,

1.

Questioning the provisions of clause) (a-iv) and (a-v) of sub section (2) of Section
20 of the Karnataka Co-operative Societies Act, 1959, A number of Writ Petitions
are being filed in the Hon'ble High Court on this matter and Hon’ble High Court
is allowing the vote to the petitioners in all petitions, so considering it the

amendment is proposed to ensure votes to all members.

As per the recommendation of the Second Administrative Reforms Commission,
Report and with a view to reduce the additional expenditure incurred on the
maintenance of the Co-operative Election Authority, it is proposed to amend
Section 39AA to abolish the Co-operative Election Authority and create a Co-

operative Election Wing under the control of Registrar.

In sub section (3) of section 28-A(3) of Karnataka Co-operative Societies Act,
1959, already provides for reservation for Scheduled Castes/Scheduled Tribes,
Backward Classes and Women in the Board of Primary Co-operative Societies.
Accordingly, this amendment has been proposed with the good intention of
providing social justice to the people of the class or community who do not have
representation in the board of secondary, federal and apex co-operative societies.
sub section (4B) of Section 28-A of Karnataka Co-operative Societies Act, 1959,
already provides for the nomination by the State Government as its
representative on the board of every assisted society other than the Board of
the primary agricultural credit cooperative society. This amendment is proposed
to extend the nomination of the Government to the primary agricultural
cooperative societies and also increase the number of seats of government
nomination to three [reserving one seat for members of Scheduled Castes or
Scheduled Tribes, one seat for women and one seat for other categoriés with a
good intention to provide social justice and opportunity to the deprived and
unrepresented sections of the society in the Cooperative movement.

Hence the Bill.
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FINANCIAL MEMORANDUM

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

Clause-4

Sub-section (4) of section 21 sought to be inserted under this
clause, empowers the State Government to make rules for
prescribing the manner of voting in the election of the board
of Co-operative Societies for reserved seats.

Clause-6

Provisions of clause (iii) of sub-section (3) of section 28A
sought to be substituted under this clause, empowers the
State Government to make rules regarding prescribing the
procedure to specify the number of members in the board of
Co-operative Societies.

Clause-10

Sub-section (3) of section 29F sought to be substituted under
this clause,-

(i Empowers the State Government to prescribe the procedure
regarding convening of first meeting after general election.

(i1) Empowers the State Government to make rules regarding
electing the President or Chairperson, Vice-President or
Vice-Chairperson and other office bearers after general
election.

Clause-15

Sub-section (16) of section 39AA sought to be inserted under
this clause, empowers the State Government to make rules
regarding prescribing the pattern of staff of election wing and
its power and functions.

The proposed delegation of legislative power is normal in character.

KYATHASANDRA N.RAJANNA
Minister for Co-operation
excluding Agriculture Marketing

K.R. MAHALAKSHMI
Secretary
Karnataka Legislative Council
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ANNEXURE

EXTRACT FROM THE KARNATAKA CO-OPERATIVE SOCIETIES ACT, 1959
(KARNATAKA ACT NO.11 OF 1959)

XXX XXX XXX

(a-1-1) Assisted Society’ means a co-operative society which has received the 3
Government or State assistance in the form of share capital or loan or grant or guarantee
for repayment of loan or interest.

XXX XXX XXX
(b-5) "Cooperative Election Authority” means the Co-operative Election authority
constituted under section 39AA.

XXX XXX XXX

20. Votes of members.- XXX XXX XXX
(2) The following shall not have the right to vote at a general meeting or an election
of the members of the board of the co-operative society in which they are members,
namely:—
(a) a nominal or associate member;
(a-1) an individual member who is a defaulter;

(a-ii) members admitted as per clauses (d), (e), (f) and (g) of sub-

section (1) of section 16, 2 who are defaulters;]

(a-i11) a person who has become member of a society not later than

twelve months prior to the date of such meeting or election
Provided that, nothing in this clause shall apply to member of a society
participating in the first General Body Meeting and the first election of the Board of such
society held immediately after its registration.
(a-iv) a member, a representative or a delegate who has failed to
attend at least any two annual general meeting out of the last
five annual general meetings duly communicated to him;
(a-v) a member or a representative who has failed to utilize such
minimum services or facilities as may be specified in the Bye-
Laws for any two Co-operative years out of the last five Co-
operative years;

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

(b) a co-operative society,-
(i) the board of which stands superseded or to which a special officer
is appointed under section 31 of the Act;
(i) which is 1 ordered to be wound up under section 72;
(iii) which has not commenced working or has ceased to work;
(iv) whose principal object is to advance loans and whose percentage
of recovery is,-

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

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

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

XXX XXX XXX

21. Manner of exercising vote.- XXX XXX XXX

(3) A member once nominated by the board of a Co-operative Society under clause
(a) of sub-section (2) to vote on its behalf in any meeting of any other Co-operative Society
shall not be changed except by a resolution passed with substantial reasons in a board
meeting by a two third majority of the members present and voting in such meeting.
However a Co-operative Society shall not nominate or appoint any member of the board to
vote on behalf of it in more than two co-operative societies.

Explanation: For the purposes of section 20 and this section and wherever else it
occurs, the word delegate means a member of a cooperative society to represent that
society in other cooperative societies.

XXX XXX XXX

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

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

(b) by utilizing every year such minimum services or facilities offered by
the society as may be specified in the byelaws for any two co-operative years
out of the last five co-operative years .

Provided that, if a member fails to utilize the minimum services or fails to attend the

minimum meetings, he shall lose his right to vote, for a period of one years.

XXX XXX XXX

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

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

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

(a) a part of taluk, thirteen members;
(b) whole of taluk, fifteen members;
. (c) beyond a taluk but not beyond a district, seventeen members:

‘Prowded also, that in case of Urban Cooperative Banks having area of
operation not beyond a district the maximum number shall not exceed seventeen
members.

o (d) beyond a district, nineteen

(i) in the case of a federal society, including Apex societies, twenty one
members;

Provided that, a member shall not represent more than on i i
the board of a society. SEmEiinengy s

Provided that, subject to the minimum and maximum .

) : ( : number of the
members of the board specified in sub-section (2) of section 28A, the bye-laws of a
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Co-operative Society shall provide for the composition of the board of that society to include
within the permissible limits,-

(a) in case of assisted society, Government nominee as specified in sub-section (4-
B) of section 28A;

(b) in case of all Co-operative Societies other than non agricultural credit
Cooperative Societies, if necessary, an ex-officio member and nominee from financing or the
credit agency.

The remaining members of the board shall be filled only through election subject to
the provisions of section 29E

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

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

(i1) two seats to be filled by election, in favour of women:

(iii) Two seats to be filled by election, in favour of the persons belonging to backward
classes in such manner as may be prescribed.

Provided that, such reservation shall be made on the board of every cooperative
society consisting of individuals as members and having members from such class or
category of persons.

' (4) Subject to the provisions of sections 29A and 39A, the term of office of the
members of the board shall save as otherwise be five years from the date of election and
they shall be deemed to have vacated office as such members of the *board* on the date of
completion of the said term:

Provided that, if an election to the *board* of any co-operative society had already
been held in accordance with the bye-laws of such society, prior to the commencement of
the Karnataka Co-operative Societies (Amendment) Act, 1997, the term of office of the
board of such co-operative society shall be three years including the co-operative year in
which such election was held.

Provided further that the first general meeting of a society after registration shall be
held within one month from the date of its registration to elect the first committee to
manage the affairs of the society and the term of office of such committee shall also be five
years from the date of election.

Provided also that the first general meeting of the Co-operative Society or Societies
formed after amalgamation or reorganization or division in accordance with section 14 shall
be held within three months from the date of registration to elect the first *board* to
manage the affairs of the Co-operative Society or Societies, and the term of office of such
*board* shall also be five years from the date of election.

(4A) The board of a cooperative society, may co-opt persons having experience in the
field of banking, management, finance or specialization in any other field relating to the
objects and activities undertaken by the cooperative society to be the members of the
board.

Provided that, the number of such co-opted members shall not exceed two in
addition to the maximum number specified in sub-section. _

Provided further that such co-opted members shall not have a right to vote in any
election of the cooperative society in their capacity as such members or to be eligible for
being elected as office-bearers of the board. _ .

Provided also, that the functional directors not exceeding three, if any, shall also be
the members of the board in accordance with the byelaws and such me;nbers sha}l be
excluded for the purpose of counting the total number of directors specified in sub-section.

Provided also, that the professional directors and functional directors shall not form
a part of the quorum for the conduct of the board meetings. .

Provided also, that if the directors Co-opted to urban Co-operative Banks (_io not
have the requisite knowledge and experience as stipulated by Reserve Bank of India, t_he
board of such banks shall remove such persons within two glonths from the date of receipt
of direction by the Reserve Bank of India after giving such directors an opportunity of being

heard.
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(4B) (1) The State Government may nominate one person as its representative on the
board of every assisted society other than the board of a primary agricultural credit
cooperative society. The nominated person can vote in all meetings and elections of the co-
operative society; and also can contest in all the elections of the Co-operative Society. The
ex-officio members and nominee from financial or credit agency shall have the voting right
but are not eligible to contest as office bearer.

Provided that, the person so nominated as a member of a cooperative society shall
hold office as such member during the pleasure of the State Government.

XXX XXX XXX

28B. board to arrange for election.- XXX XXX XXX

(3) The Administrator who shall assume charge under sub-section (5) of section
28A, shall, as early as possible but within a period of six months arrange for the
constitution of a new *board* of the society in accordance with the Act, rules and the bye-

laws.
Provided that, the Administrator so appointed shall not continue for a period

beyond three months in respect of a society in cooperative credit structure.
XXX XXX XXX

28C- Powers and functions of the board.- XXX XXX XXX
(2) Without prejudice to the generality of the foregoing powers, such powers
and duties shall include the following:-

XXX XXX XXX

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

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

Provided further that the board may fill up casual vacancy of the board by
nomination out of the same class of members in respect of which the casual vacancy has
arisen till the election is held for such vacancy.

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

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

XXX XXX XXX

29F. Election of President, Chairperson, Vice-President, or Vice-Chairperson,
ete.,- XXX XXX XXX

(5) The co-operative election authority shall conduct elections to the board and also
to the office of President or Chair person, Vice President or Vice-Chairperson and such
other office-bearers as are required to be elected as per the bye-laws of the cooperative
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society within fifteen days from the date of constitution or deemed constitution of the
board after a general election.

(6) The co-operative election authority shall conduct elections within sixty days from
the date it being notified about the occurrence of any casual vacancy in the office of a
director or any office bearer of a co-operative society to fill up such casual vacancy.

b.9. 9.4 XXX XXX

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

(2) An office bearer of a Co-operative Society shall be deemed to have vacated his
office forthwith if a resolution expressing want of confidence in him is passed by a majority
of two 83 third of the total number of elected directors of a Co-operative Society at a
meeting specially convened for the purpose.

(3) The procedure for no confidence motion shall be as prescribed.

XXX XXX XXX
30- Supersession or suspension of the board.- XXX XXX XXX
(2) If in the opinion of the Registrar, the board of a cooperative society-
(1) persistently makes default or is negligent in the performance of the duties
imposed on it by this Act, or the rules or the bye-laws; or
(i) commits any act, which is prejudicial to the interest of the society or its
members; or
(iii) where there is a stalemate in the constitution or functioning of the board;
or
(iv) has serious financial irregularities or frauds which have been detected; or
(v) fails to provide books and records, necessary information and assistance
to the election commission as per the calendar set out by the election
commission to conduct elections to the board within the stipulated time
and as a result or otherwise, the election commission has failed to conduct
elections to the board within the stipulated time;
Registrar, may, after giving the board an opportunity to state objections, if any, by
order in writing, superceed or suspend the said board and appoint an administrator to
manage the affairs of the society for such period not exceeding six months.

Provided that, the board of any cooperative society shall not be superseded or kept
under suspension where there is no Government share holding or loan or financial
assistance or any guarantee by the Government.

Provided further that the supersession or suspension of the board of a cooperative
bank shall be done only after consultation with the Reserve Bank of India / National Bank
as the case may be and the provisions of Banking Regulation Act, 1949 shall also apply.

Provided also that, no member of the board superceded under sub-section (2) shall,
be eligible for being elected as a member of the board of such society or 84 any other Co-
operative Society for a period of one year from the date of removal of such board and no
such order of disqualification for contesting the election to the Board shall be made unless
a reasonable opportunity of being heard, is given to the person against whom such order
is made.

XXX XXX XXX .

31. Appointment of Special Officer by the Registrar .- (1) Where the Regi_strar is
of the opinion that a co-operative society is not functioning in accordance with the
provisions of the Act, rules or bye-laws on account of the number of m_embf_:rs of the boe_u'd
falling short of the required number to form a quorum due to disqualification, resignation
or death or removal of a member the Registrar may, notwithstanding anything conmed
in this Act, rules or bye-laws, by order appoint a Special Officer for such co-operative
society, for such period not exceeding six months.
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The Registrar may for the reasons to be recorded in writing extend the period of
such appointment for a further period of six months at a time and in any case such
extension shall not exceed one year in the aggregate.

Provided that, the Special Officer so appointed shall not continue for a period
beyond three months in respect of a society in cooperative credit structure.

- XXX XXX XXX

39A- Conduct of elections.- (1) Every general election of the members of the board
and election of the office-bearers of a cooperative society including any casual vacancy to
the extent applicable shall be held under the superintendence of Co-operative Election
Authority. shall be held subject to the superintendence, direction and control of the
Cooperative Election Authority.

XXX XXX XXX

39AA. Co-operative Election Authority.- (1 authority consisting of a cooperative
election commissioner and a secretary. ) The State Government shall, by notification in the
Official Gazette, constitute co-operative election

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

(3) The Government shall appoint a person who is or has been an officer of the rank
of Principal Secretary or Secretary to the State Government to be Co-operative Election
Commissioner and such Co-operative Election Commissioner shall hold office for a term of
five years.

(4) Subject to the pleasure of the State Government, the State Government shall
appoint a person who is an officer not below the rank of Additional Registrar of Co-
operative Societies to be the Secretary of the Cooperative Election Authority for such
period as may be prescribed.

(5) The conditions of service including the salary and allowances of the cooperative
election commissioner and the secretary shall be such as may be prescribed.

(6) Subject to the provisions of sub-section (8), the Co-operative Election
Commissioner shall be removed from his office only by an order of the Government on the
ground of proved misbehavior or incapacity after an enquiry ordered by the Government
and conducted by a Judge of the High Court, who has on inquiry, reported that the
Election Commissioner ought to be removed on such ground.

(7) The Government may suspend from office, and if deemed necessary prohibit also
from attending the office during inquiry, the election commissioner in respect of whom an
enquiry has been ordered under sub-section (6) until the Government has passed orders
on receipt of the report of the High Court Judge.

(8) Notwithstanding anything contained in sub-section (6), the Government may by
order remove from office the cooperative election commissioner if the cooperative election
commissioner,-

(a) is adjudged an insolvent; or

(b) has been convicted of an offence which, in the opinion of the Government
involves moral turpitude; or

(c) has engaged during his term of office in any paid employment outside the duties
of his office; or .

(d) is, in the opinion of the Government unfit to continue in office by reason of
infirmity of mind or body; or

(e) has acquired such financial or other interest as is likely to affect prejudicially
his functions as the election commissioner.

(9) If the Cooperative election commissioner any way, concerned or interested in any
contract or agreement made by or on behalf of the Government of Karnataka or
participates in any way in the profit thereof or in any benefit or emolument arising there
from otherwise than as a member and in common with the other members of an
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incorporated company, he shall, for the purposes of sub-section(6) be deemed to be guilty
of misbehavior.

(10) The Cooperative Election Authority shall in consultation with the State
Government determine the number of officers and other employees required for the
discharge of the functions of the Co-operative Election Authority.

(11) The State Government shall, when so requested by the Cooperative Election
Authority, make available to the Cooperative Election Authority such staff as may be
necessary for the discharge of the functions conferred on the Cooperative Election
Authority under sub-section (2).

(12) The salary, allowances, terms and conditions of services of the officers and the
employees of the Cooperative Election Authority shall be such as may be prescribed.

(13) Subject to the provisions of this Act, procedure and guidelines for the conduct
of election shall be such as may be prescribed.

(14) The cost of preparation of electoral rolls for, and the conduct of the elections
shall be met in such manner as may be prescribed.

(15) The board of every cooperative society shall,-

(a) inform the Cooperative Election Authority about the expiry of its term of office at
least six months before the date of expiry of such term;

(b) furnish such books, records and information as the Authority may require as per
the calendar prescribed by the Cooperative Election Authority; and

(c) provide all necessary help, assistance and cooperation for the smooth

preparation of electoral rolls for and the conduct of elections.
XXX XXX XXX

63. Audit.- (1) Every Cooperative society shall get its accounts audited at least once
in a year before the first of September following the close of the cooperative year by an
auditor or an auditing firm appointed by the general body of the cooperative society from a
panel of auditors or auditing firms approved by the Director of cooperative audit;

Provided that, the Director of co-operative audit shall be the authority competent to
prepare and maintain a list of auditors and auditing firms who satisfy the prescribed
qualification and experience for undertaking the audit of accounts of co-operative societies
in the state.

Provided further that, the National Bank shall prepare a list of auditors and
auditing firms who satisfy, the prescribed qualification and experience for undertaking the
audit of accounts of State Co-operative Bank and District Central Co-operative Banks.

XXX XXX XXX

98G. Restriction on number of Government Nominees.- (1) Where the
Government has subscribed to share capital, there shall be only one nominee of the State
Government in the board of the State Cooperative Bank or a Central Cooperative Bank or
the State Agriculture and Rural Development Bank or a Agriculture and Rural
Development Bank.

(2) There shall be no nominee of the State Government in the board of a primary
agricultural credit cooperative society irrespective of whether the State Government has
subscribed to the share capital of such society or not.

XXX XXX XXX

98Q. Elections.- (1) The election to the board of a co-operative society under the
Co-operative Credit Structure shall be conducted in accordance with the provisions of the
sub-section.

(2) of section 39A and in case of supersession of the board of such cooperative
society, the election shall be conducted within two months from the date of supersession:
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