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ACT:

Utar Pradesh Co-operative Societies Act, 1965, Ss. 38 and
128-Deputy Registrar passing orders for renoval of nenbers
of Board of Directors of Dist. Cooperative Societies
Federation Bulandshahr on the  ground that the Uni ons
represented by themwere in default within the neaning of
bye-law No. 1 (Ta) of the Federation-Deputy ‘Registrar
further ordering annulnent of resolutions Committee of
managenment on the ground that the proceedings were. not in
conpliance with bye-laws No. 10(cha) and No. 11-Legality of
Deputy Registrar’s orders.

HEADNOTE

The petitioner was a delegate from the Co- operative
Federati on of Unchagaon to the Bul andshahr Distric
Cooperative Federation. In the present wit petition under
Art. 32 of the Constitution he challenged the orders of the
Deputy Regi strar Cooperative Societies (i) renmpving him and
two other delegates fromthe nenbership 'of the Board of
Directors of the Federation in exercise of powers under s.
38 of the U P. Cooperatives Societies Act 1965 onthe ground
that their Unions were defaulters in respect of their . dues
to the Federation thus attracting bye-law No. 1(Ta) of the
Federation; (ii) annulling in exercise of powers under s.
128 of the Act. The resolutions of the Comittee of
Managenent dated 15th March 1972 in favour of the petitioner and
the other two other del egates on the ground that the

m nutes of the neeting in which the resolutions were passed
were not recorded by the Secretary and the proceedings were
thus in violation of bye-laws No. 10 (cha) and No. 11

Al'l owi ng the petition

HELD: (1) The Deputy Registrar could not rely on bye-Iaw

NO 1 (Ta) to justify the removal of the petitioner and the
two other delegates fromthe nmenbership of the Board of
Directors. The Federation was not a credit society. The
Federation did not have any | oan transaction with the co-
operative unions. The co-operative unions did not have any
| oan transactions with the petitioner. The dues of the co-
operative unions were in respect of supplies of goods by the
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Federation to the Co-operative unions. These wer e
comrerci al transactions. These were commerci al debt s.

Price of goods supplied if outstanding does not constitute
loan within the nmeaning of the bye-law. The inpugned order
was entirely on an illegal basis and wong interpretation of
the bye-law. The order was bad. [435F-H, 436A-B]

(2) The neeting of the Federation on 15th March, 1971 was
properly conducted.” The Chairman rightly appointed an
elected Director to record the minutes of the neeting in
view of the willful absence of the Secretary. Section 188
of the Act also protects the proceedings of the neeting.

The Deputy Registrar acted illegally in annulling the
resolutions of the Federation held on 15th March 1971
[436G H]
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JUDGVENT:

ORI G NAL JURI SDICTION : Wit Petition No. 214 of 1972.
(Petition-under Article 32 of the Constitution of India for
the enforcenent of fundanental rights).

A. P. Singh Chauhan and N. N. Sharma, for the, petitioner

A. K Sen and O P. 'Rana, for the respondent.

The Judgrment of the Court was delivered by

RAY, J. The petitioner in this wit petition under Article
32 of the Constitution asks for quashing of orders of the
respondent Deputy Registrar, Co-operative Societies, Meerut
dated 2 May, 1972.

By the said order dated 2 My, 1972 the respondent Deputy
Regi strar renoved Raj endra Singh, Yograj Singh and the peti-
tioner Veerpal Singh fromthe Board off Directors " of the
District Co-operative Federation, Bulandshahr referred to as
t he Bul andshahr Federation and  declared them |to be
di squal i fied to the office of the Directors of t he
Bul andshahr Federation for a period of three years from the
date of the order.

Raj endra Singh, Yograj Singh and the petitioner Veerpa
Si ngh were del egates fromthe Co-operative Unions of Jarcha,
Raur a and Unchagaon respectively to t he Bul andshahr
Feder ati on.

The circunstances under which the aforesaid order came to be
passed are these according to the Deputy Registrar. There
was an inspection in the nonth of February, 1971 by the
Deputy, Registrar.. Co-operative Societies, Utar Pradesh
about the constitution, working and financial condition of
the Bul andshahr Federation. The Deputy Regi strar found that
the three, constituent menbers of the Federation, viz.,
Sehkari Sangh Raura, sehkari Sangh Jarcha and the Co-
operative Union Inchagaon defaulters in respect of /their
dues to the Bul dandshar Federation Therefore the “del egates
from these. three constituent nmenber at Raura, Jarcha and
Unchagaon were not qualified to be elected as nenbers of
the Board of Directors of the Bul andshahr Federati on. The
annual general neeting of the Bulandshahr Federation in
spite of such disqualification of those three delegates
elected them as Directors of the Bulandshahr Federation
The Federation in accordance with their resolution dated 3
April 1971. stated that the three constituent nmenbers at
Raura, Jarcha and Unchagaon were not defaulters. The Deputy
Registrar stated that if a menber wunion was a defaulter
such nmenber-union was disqualified and the disqualification
attached to the delegates of such a union. The Deputy
Regi strar gave the Federation notice under section 38(2) of
the Uttar Pradesh Co-operative Societies Act 1965 referred
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to as the Act to conmply with the requirenents in the
i nspection note.

432

The Federation did not conmply wth the requi renents
indicated in the report of the inspection note. The Deputy
Regi strar therefore passed the said order dated 2 May, 1972.
It is necessary to refer to certain other events which took
place prior to the passing of the said order. The
Bul andshahr Federation held its annual general neeting on 20
March, 1970. At the annual general neeting the committee of
management was el ected. The petitioner was el ected one of
the Directors constituting the commttee of managenment of
the Bul andshahr Federation. In the month of April 1970 the
petitioner was unaninously elected as Chairman of the
Bul andshahr Federati on.

After the Deputy Registrar Co-operative Societies sent a
copy of the inspection report-dated 10 February 1971 the
conmittee, of _—managenent of the Bulandshahr Federation
considered the inspection report . at a neeting held on 3
April 1971, The Petitioner Veerpal Singh, Rajendra Singh
and Yograj Singh did not participate-at the nmeeting i nasnuch
as t he i nspection note related to their al | eged
di squal i ficati on. The committee of managenment of t he
Bul andshahr Federation recorded that Shri L. N Batra, Sub-
Di visional Magistrate, Khurja as a Scrutiny Oficer in his
j udgrent dated 5 /March 1970 in connection wth t he
nom nation papers of Yograj Singh, Rajendra Singh stated
that they were not defaulters and they were competent for
menbership of +the Board of Directors. The comrittee of
managenment of the Bul andshahr Federation further resolved
that none of the three persons nanely,  the petitioner
Yograj Singh and Rajendra Singh had personally taken any
| oan fromthe Bul andshahr Federation nor had the constituent
menbers viz., the Unions at Jarcha, Raura and Unchagaon ever
taken any loan from the Bulandshahr Federation. The
Conmittee of Managenent therefore unani mously decided that
the petitioner, Yograj Singh and Rajendra Singh were not
di squalified to be nmenbers of the committee of nmanagenent of
the Bul andshahr Federation, The . conmittee of ~ nanagenent
appointed a committee consisting of  Yashpal Singh and
Prahl ad Swarup for making enquiry in  respect of anmounts
out st andi ng against the Unions at Jarcha, Raura and
Unchagaon as nentioned in the inspection note.

The petitioner further alleges that on 10115 July, 1971 the
Deputy Registrar, Co-operative Societies in collusion wth
the out going Deputy Regi strar obtained an order renoving
the petitioner wunder section 38 of the Act- from the
directorship of the Federation and also disqualifying him
for a period of three years fromholding any office  under
the Federation. The circunmstances under which the /order
dated 10115 July 1971 was passed were that the prinmary
society at Unchagaon from which the petitioner was a
del egate to the Bul andshahr Federation was in arrears and
the

433
primary society at Unchagaon was asked to conply with the
requirenents of the Act and renove the arrears. The

Bul andshahr Federation was al so asked to secure conpliance
by the primary society with the provisions of the Act.
Nei t her the Bul andshahr Federation nor the primary society
at Unchagaon wi ped out the arrears. Therefore, according to
the Deputy Registrar, the petitioner was disqualified to be
a delegate fromthe, primary society at Unchagaon

Simul taneously with the renpval of the petitioner from the
conmittee of managenent of the Bul andshahr Federation, the
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Deputy Regi strar passed sinilar orders for renpoval of Yogra,

fromthe Bul andshahr Federation. Rajendra Singh and Yogr aj

Si ngh were del egates fromthe Co-operative Unions at Jarcha
and Raur a.

Yograj Singh thereafter nmade ail application under Article
226 of the Constitution before the Al ahabad Hi gh Court and
i npeached the order dated 10115 July, 1971 renoving himfrom
the. comm ttee of managenent of the Bul andshahr Federation

The Hi gh Court at Allahabad by its judgnent dated 21
February, 1972 quashed the order dated 10115 July, 1971 by
whi ch the Deputy Registrar had renoved Yograj Singh fromthe
conmttee of nanagenent. The High Court held that no
i ndi vidual notice had been given to Yograj Singh and further
that the inspection note was not a notice, to the Society
within the neaning of section 38 (1) of the Act.

In view of the decision of the Allahabad H gh Court the com
mttee of management~ of the Bul andshahr Federati on
reinstated Yograj Singh, Rajendra Singh and the petitioner
on 15 March, 1972.

On 20 Mar'ch, 1972 the Deputy Regi strar Cooperative Societies
issued a notice to the Federation under section 128 of the
Act to annul the resolution of the Federation dated 15
March, 1972 reinstating the petitioner, Yograj Singh and
Raj endra Singh. The Deputy Registrar on the sane day issued
another notice to/the Bul andshahr Federation under section
38(1) of the Act to show cause as to why action for renoval

of the petitioner and Yograj Singh and Rajendra Singh on the
basis of the delinguency indicated in the inspection note
dated 10 February, 1971 shoul d not be taken.

The petitioner on 24 March, 1972 -and again on 29 April, 1972
sent two communi cations to the Deputy Registrar, Cooperative
Soci eti es. These two comuni cations were in answer to the
notice dated 20 March, 1972 to show cause as to why the
resolution reinstating the petitioner, Yograj Singh and
Raj endra Singh should not be annulled and also as 'to why
they shoul d not be
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removed. |n the notice dated 20 March 1972 for annul nent of
the proceedings of the conmittee of nanagenent ~of-the
Bul andshahr Federation the Deputy Registrar alleged that the
proceedi ngs of the conmittee were not in accordance with the
provisions of bye-law No. 10(ch) and bye-law No. 11 of ~the
registered bye laws of the Federation. Therefore, the
Deputy Registrar gave notice under section 128 of the Act
for annulnment of the resolution. The petitioner in the
answers dated 24 March, 1972 and 29 April, 1972 stated that
there was no violation of bye-laws. The petitioner further
stated that the Secretary Tara Chand Sharma wllfully
absented hinself from the neeting and was therefore a
di sobedi ent Secretary who did not carry on the work /under
the supervision and guidance of the Chairnman. The | peti -
tioner further stated that the procedure at the nmeeting held
on 15 March, 1972 was |lawful. The neeting was conducted by
the acting Chairman Shri Ch. Shahmal  Singh who was
enpower ed under bye-law No. 10 to conduct the neeting. The
proceedings of the neeting were recorded by an elected
Director Shri Prahlad Swarup, Advocate who was dul y
appoi nted for that purpose Section 118 of the Act was relied
on by the petitioner to contend that no act of a comittee
of managenent shall be deemed to be invalid by reason of any
all eged defect in the appointnent of an officer or on the
ground that such officer was disqualified for such
appoi ntnent or election. The petitioner alleged that the
Bul andshahar Federation directed the Secretary Tara Chand
Sharma on 10 April 1972 to sunmon the neeting of the
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conmmittee of nanagenent of the Bul andshahr Federation to
consider the pros and cons of the notice dated 20 March

1972 issued by the Deputy Registrar. The petitioner further
alleged that Tara Chand Sharma was acting under t he
directions of the Deputy Registrar, Cooperative Societies.
Therefore, the petitioner alleged that the Deputy Registrar
was not conpetent and justified to annul the resolution of
the conmittee of managenment of the Bul andshahr Federation at
the neeting held on 15 March, 1972 under section 128 of the
Act .

Wth regard to the other notice dated 20 March 1972 under
section 38 of the Act to show cause as to why the petitioner
and the other two del egates from Jarcha and Raura shoul d not
be renoved, the petitioner alleged that under section 27 of
the Act the Registrar has power to renove or expel a person
from its nenbership of the society (a) if the person has
ceased to fulfil the ,qualifications required for nenbership
or is disqualified to be a menber under the Act, or (b) if
the person was adnmitted to the nmenbership of the society in
contravention of the provisions of the Act or the rules or
of the bye-laws of the society.

The petitioner also referred to Rule 453(1)(0) of the Utar
Pradesh Cooperative Societies Rules 1968 referred to as the
Rul es
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whi ch provides that no person shall be eligible to be, or to
continue as, a nenber of the conmittee of nanagement of any
cooperative society, if,-he is otherwise disqualified under
any of the provisions of the Act or the rules or of the bye-
| aws of the society.

Bye-law No. 1 (Ta) of the Bye-laws of the Federation
provi des that no person shall be eligible to be or  continue
as a nmenber of the committee of managenent if he, in respect
of any loan or loans taken by him is in default to the,
Federation or to any other society or the society he
represents is in default to the Federation for a period of
at | east six nonths.

The allegations nade by the Deputy Registrar were'that the
Sehkar i Sanghs of Jarcha, Raura. and Unchagaon’ were
defaulters to the Federation for the sunms of ~Rs. 4443.04,
Rs. 877.43 and Rs. 515.35 respectively for -a peri-od
exceeding six nonths as indicated in the inspection report
dated 10 February, 1971

The first question which arises for consideration is whether
the petitioner was a defaulter within the nmeani ng of the Act
or the bye-laws as alleged in the inpeached order. The
Secretary of the Federation wote a letter dated 22 July,
1971 to the Assistant Registrar, Cooperative Societies and
stated that the three co-operative Unions at Jarcha, ~ Raura
and Unchagaon owed noney to the Federation in respect of
supplies of fertilisers by the Federation to those three
Uni ons. The Secretary of the Federation also 'gave a
certificate that none of the three cooperative Unions at
Jarcha, Raura and Unchagaon ever took any loan from the
Feder ati on. The petitioner and the other-two persons who
were del egates fromthe three cooperative Unions did not owe
any noney whatever to the Cooperative Unions or to the
Feder ati on.

The Federation is a District Cooperative Federation wthin
the meaning of rule 2(0). That rule states that a District
Cooperative Federation neans a Central society which inter
alia is not a credit society. A credit society is defined
in rule 2(h) to nean a society which has as its primry
object the raising of funds to be lent to its nenbers. Rule
453 in sub-section (1) clause (0) states that if a person is
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di squal i fied under the provisions of the Act or the rules or
of the bye-laws of the society he shall not be eligible to
be, or to continue as, a nenber of the comrittee of nmanage-
ment. The Deputy Registrar relied on bye-law No. 1 (Ta) of
the Federation which renders a person to be ineligible to
to, or to continue as a menber of the comittee of
managenent if lie is in default to the Federation or to any
other society. That bye-law further provides that if the
society he represents is in default lie be ineligible.
The Federation is not a credit society. The Federation does
not - have any |l oan transactions with the Cooperative Unions.
The
436
Cooperative Unions did not have any |oan transactions wth
the petitioner. The dues of the Cooperative Unions are in
respect of supplies of goods by the Federation to the
Cooperative Unions. These are conmmercial transactions.
These ~are conmercial debts. Price of goods supplied, if
out st andi ng, does not constitute a loan within the neaning
of the bye-law. The inpugned order proceeded entirely on an
illegal basis and wong interpretation of the bye-Ilaw The
order is bad.
The ot her question which arises for consideration is whether
the Registrar has power under section 128 of the Act to
annul the resolutions of the society. The Regi strar
proceeded on the) footing that the mnutes of the neeting of
the Federation held on 15 March, 1971 were - not correctly
recorded. The Deputy Registrar alleged that the Federation
did not conply with the provisions of bye-law No. 10 (Cha)
read with bye-law No. 1.1 of the Federation in regard to the
conduct of the neeting. Bye-law No. 1 1 deals wth
recording the proceedings of the neeting. That - bye-1aw
states that the nminutes shall be recorded in the book to be
kept for the purpose and the m nutes shall be signed by the
person presiding at the nmeeting as well as by the Secretary
of the Federation. Bye-law No. 10 (Cha) states that the
Secretary shall, be the Chief Executive officer of the
Federation and subject to control and supervision of the
Chairman and the committee of managenent as provided in the
rules or the bye-law. It is also stated in bye-lawNo. 1 0
(cha) that the Secretary shall inter alia -sign and
aut henti cate all docunments in and on behalf of the
Federation and is responsi ble for the, proper maintenance of
various books and records of the Federation
The facts with regard to the neeting of the Federation  held
on 15 March, 1971 are that the Secretary wilfully -absented
hinsel f at the neeting. The Federation therefore  contended
that the Secretary di sobeyed the instructions. « The Chairman
under bye-law No. 10 is responsible for the control
supervision and efficient adm nistration of the Federation
The Chairman appointed an elected Director Shri- Prahlad
Swar up, Advocate for the purpose of recording the ninutes.
Under section 118 of the Act no act of a cooperative society
or any conmittee of nanagement shall be deened to be invalid
by reason of the existence of any defect in the constitution
inter alia of committee or in the appointnent of an officer
of a cooperative society or on the ground that such officer
was disqualified for such appointnent. The neeting of the
Federation on 15 March, 1971 was properly conduct ed. The
Chairman rightly appointed an elected Director to record the
mnutes in viewof the wilful absence of the Secretary.
Section 188 of the Act also protects the proceedings of the
neeti ng. The Deputy Registrar acted illegally in annuling
the resolutions of the Federation held on 15 March, 1971
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For these reasons the two orders of the Deputy Registrar
dated 2 May, 1972 which are inpeached the petitioner are set
asi de and quashed.

Petitioner wll be entitled to costs to be paid by the
respondent & The order dt. 12th October 1972 for paynent of
costs as Rs. 300 is cancel |ed.
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